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AMENDED IN COMMITTEE
| 7110119
FILE NO. 190514 - | RESOLUTION NO.

[Lease Agreement - China Airlines lelted Cargo Facility Lease No 19 0021 - $1,033,790
lm’ual Annual Base Rent]

Resolution approving the Cargo Facility Lease No. 19-0021, between China Airlines
Limited, and the City and County of San Francisco, aéting by and through its Airport
Commission for exclusive use space in Airport Building 648 and adjacent exclusive
use ramp space on Plot 10, for an mltlal term of one year, with two one-year optlons to
extend for an initial annual base rent of $1, 033 790 to commence upon approval by the

Board of Supervxsors.

WHEREAS, China Airlines Limited (“China Airlines”) is a sigria‘tory airline under 2011
Lease and Use Agreement No. L.10-0082; and
WHEREAS, Under Lease Agreement No. 16-0072, which expired on April 8, 2019,

.China Airlines currently conducts its cargo operations, on month-to-month hold over basis, in

approximately 38,082 square feet of space in Airport Blﬁlding 648, comprised of
approxi‘mately 33,246 square feet of cargo warehouse space and approximately 4,836 squére
feet of office space (“Parcel A”); and |

WHEREAS China Airlines and Airport staff have negotiated the terms of a renewal
lease (“Lease”), including exclusive use of the adjacent ramp space (“Parcel B”) on Plot 10
(collectively, the “Premises”), for China Alrhnes continued operation at the Premises, with an
initial ferm of one year commencing on full City approval, with two options to extend the jferm
for one year each at the Airport Commission’s discretion, an initial annual base rent of
$1,033,790 for Paro'elAA based on the FY2019-2020 rate of $26.44 per square foot per year,
which rent shall be adjusted according fo Airport Rates and Charges — Cargo Building

"Warehouse Rate, and the rate of $168,138.00 per acre per year for Parcel B, which rent shall

be adjusted annually according with the Consumer Price Index (the “Lease”); and

Airport Commission ‘
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"WHEREAS, The Airport Commission adopted Resolution No. 19-0021 on February 5,

2019, approving the Lease; a copy of which is on file with the Clerk of the Board of

-Supervisors in File No. 190514, which is hereby declared to be a part of this-Resolution as if

set forth fully ‘herein; now therefore, be it

RESOLVED, That this Board of Supervisors ‘héreby approves Ca‘rgo Facility Lease
No. 19-0021, for exclusive use space in Airport Building 648 and the adjacent ramp space on
Plot 10, between China Airlines Limited and the City aﬁd County of San Francisco, acting by
and through itsAi'rport Commission, with an initial term of one year, with ‘gwo'one~year term
extensions exercisable at the Airport Commission’s discretion, and an initial annual base rent.
of $14033,790, incluéive of the term .exten'sion; and, be it A

FURTHER'RESOLVED, That within 30 days of the Lease being-fully executed by all
parties, the Aifport Commission shall provide a copy of the final Lease to .the Clerk of the

Board for inclusion into the official file.

Airport Commission . .
BOARD OF SUPERVISORS Page 2

2557




LEASE AGREEMENT
| OF CHINA AIRLINES LTD. o
FOR ATRPORT BUILDING NO. 648 AND RELATED AREAS ON PLOT 10
AT SAN FRANCISCO INTERNATIONAL AIRPORT

by and bétween

CHINA AIRLINES LTD.

as tenant

and

 CITY AND COUNTY OF SAN FRANCISCO)
ACTING BY AND THROUGH ITS AIRPORT COMMISSION,

as landlord

Mayor London N, Breed

AIRPORT COMMISSION
Hon, Larry Mazzola, President
Hon. Linda S. Crayton, Vice President
. Hon. Eleanor Johns
Hon. Richard J. Guggenhime -
Hon, Peter Stern

December , 2018

Lease No: 19-0021
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LEASE AGREEMENT
OF CHINA AIRLINES, LTD,
FOR AIRPORT BUILDING NO. 648 AND RELATED AREAS ON PLOT 10
AT SAN FRANCISCO INTERNATIONAL AIRPORT

R LEASE TE ARY

For the convenience of Tenant and City (as such terms are defined below), this Major Lease
Term Summary (this “Summary”) summarizes certain terms of this Lease (as defined below).
This Summary is not intended to be a detailed or complete description of this Lease, and
reference must be made to the other Sections below for the particulars of this Lease. In the event
_ of any inconsistency between the terms of this Summary and any other provision of this Lease,
such other provision shall prevail. Capitalized terms used elsewhere in this Lease and not
defined elsewhere shall have the meanings given them in this Summary.

Effective Date:

Tenant: China Airlines Ltd.
a Republic of China corporation

Tenant’s Notice 5651 West 96" Street

Address: -1 Los Angeles, CA 90045

Attn: Eric H. F. Lin

Title:  General Manager, Cargo Sales & Semces
The Americas

Tel No.: (310) 646-4945
Fax No.: (310) 893-5027
|| Email: erictpeci@china-airlines.com

City: The City and County of San Francisco, a municipal corporation,
acting by and through its Airport Commission.

City’s Notice San Francisco International Airport
Address: International Terminal, 5th Floor
P.O. Box 8097

San Francisco, CA 94128
Attention: Airport Director

Fax No.; (650) 821-5005
Tel. No.: (650) 821-5000.

Lease Summary, page i
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gr?)nises: Exclusive Use space in portion of Nonterminal Airport Building

648 at San Francisco International Airpot, as described on Airport
Drawing No. B648L1CHINAAIRLINES, dated September 7,

2018, and Alirport Drawing No. PLOT10CHINAAIRLINES, dated
November 13, 2018, attached hereto as Exhibit A. The Premises
include: ‘

Parcel A: Approximately 38,082 square feet of cargo space,
located in Airport Building 648 on Plot 10 (the “Airport
"Building”) comprised of the following:
e 33,246 square feet of warehouse space
o 4,836 square feet of 1* floor office space
¢ Inclusive of twelve (12) truck docks

Parcel B: Approximately 0.16 acres of exclusive-use ramp space
| adjacent to Airport Building 648, on Plot 10, (the “Ramp Space”).

Non-Exclusive Vehicle Parking, as described on Alrport Drawing No. B648SITE
Areas: : dated November 13, 2018, attached here as Exhibil A.
¢n :
Term: One (1) Year,
§2) :
Option Term: Two (2)vOne-Year Options exercisable at the Airport"s sole and
(§2.2) absolute discretion.
Option Exercise | Six (6) months prior to Exf)iration Date,”
Date: (§2) Actual Date: ,2019
Commencement | The later to occur of April 9, 2019 and the date upon which full
Date: City approval is secured.
@ 2), Actual date: : :
(Auual date to be determined)
Expiration Date: 11:59 p.m. (PT) on __or upon earlier
§2) termination of this Lease, as provided herein.-
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Permitteq Use:
§3)

To conduct Tenant’s integrated air cargo related business
including receiving, delivering, dispatching, processing, handling,
and storage of air cargo, mail, and any other lawful purpose
directly related to the foregoing activities (the “Permitted Use”)
and for no other purpose.

Annual Rent:

§ 4

Parcel A — Airport Building:

Nine Hundred Seventy-Seven Thousand Five Hundred Sixty-Four
Dollars and Ninety-Four Cents ($977,564.94) (“Parcel A Annual
Rent”) paid in advance in twelve (12) monthly installments of
Eighty-One Thousand Four Hundred Sixty-Three Dollars and
Seventy-Five Cents ($81,463.75) per month, based on Cargo
Facilities-Warehouse Rate of Twenty-Five Dollars and Sixty-
Seven Cents ($25.67) per square foot per year, for initial FY
2018/19, as set forth annually in the Airport’s Rates and Charges,
multiplied by approximately 38,082 square feet of warehotise and
office space, which comprises Parcel A.

Parcel B — Exclusive Ramp Space;

Twenty-Six Thousand Nine Hundred Two Dollars and Eight Cents
($26,902.08) (“Parcel B Annual Rent”), paid in advance in twelve
(12) monthly installments of Two Thousand Two Hundred Forty-
One Dollars and Eighty-Four Cents ($2,241.84) per month, based
on the acreage rate of One Hundred Sixty-Eight Thousand One
Hundred Thirty-Eight Dollars ($168,138.00) per acre per year for
the Exclusive Ramp Space, such rate is adjusted annually in an
amount equal to the increase in the Consumer Price Index,
multiplied by 0.16 acres.

Total Annual Rent for Parcels A and B will be One Million Four
Thousand Four Hundred Sixty-Seven Dollars and Two Cents
($1,004,467.02) Eighty-Three Thousand Seven Hundred Five
Dollars Fifty-Nine Cents ($83,705.59) per month.

As used herein, the Term “Annual Rent” shall mean the sum of
the rent due for Parcels A and B.

Rent:
&4

Annual Rent, Additional Rent (as defined below), and all other
amounts owing by Tenant to City hereunder,

Deposit Amount:

§12)

The higher of Five Hundred Two Thousand Two Hundred Thirty-
Three Dollars and Fifty-Four Cents ($502,233.54) or six (6) times
the monthly installment of the then current Annual Rent,

China Airlines Limited
Lease - Airport Building 648
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Resolution No:

Number 19-0021 approved by the Airport Commission on_

oy

February 5, 2019 , and Number
adopted by the Board of Supervisors on and
ratified by the Mayor on

Initial Tenant Dean Kao

Representative: Cargo Manager — San Francisco, USA

(§3.6) Tel No.: (650) 877-3933
Fax No.: (650) 952-2930
Email: dean.dao@china-airlines.com

Other Agreements: 2011 Lease and Use Agreement No. 10-0082; and

(§12.3) Trash Compactor Use Agreement No. 3533.

| Exhibits: A —Premises and Non-Exclusive Areas

B — Mandatory City Contracting Provisions
C — City’s Maintenance Obligations
D — Specialty Equipment & Trade Fixtures

E — List of Available Environmental Reports for Plot 10

Initials of Authorized Representative of City

-Initials of Authorized Representative of Tenant _ X&é
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LEASE AGREEMENT
OF CHINA AIRLINES, LTD.
FOR AIRPORT BUILDING 648 AND RELATED AREAS ON PLOT. 10
AT SAN FRANCISCO INTERNATIONAL AIRPORT

THIS LEASE AGREEMENT (this “Lease”), dated as of the Effective Date, is entered into by and
between the City and County of San Francisco, a municipal corporation (“City™), acting by and
through its Airport Commission (“Commission”), and China Airlines, Ltd., a Republic of China

~ corporation (“Tenant”).

This Lease is made with reference to the following facts and objectives:

A. City owns San Francisco Intemnational Airport (the “Airport”) located in the County of
San Mateo, State of California, which Airport is operated by and through the Commission, the chief
executive officer of which is the Airport Director (“Director”). The Airport is currently comprised of
Terminal 1, Terminal 2, Terminal 3, and the International Terminal, together with connecting
concourses, boarding areas and extensions thereof (the “Terminal Building Complex™), and sateilite,
suppott, cargo buildings thereof (the “Nonterminal Airport Buildings™), and ramp or land space (the
“Ramp/Land Space”), now allocated or hereafter constructed. Tenant acknowledges that, from time
to time, the Airport undergoes certain construction and renovation projects. Unless otherwise

- specified, the term “Airport” or “Terminal Building Complex” or “Nonterminal Airport

Buildings” or “Ramp/Land Space,” as used herein, shall mean the Airport, Terminal Building
Complex, Nonterminal Airport Buildings, or Ramp/Land Space respectively, a$ the same may be
expanded, contracted, improved, modified, renovated, or changed in any way. Unless otherwise
specified below, references to “City” shall mean City, acting by and through its Airport Commission.

B. Unless 0therw1se specified, the terms “Airport Revenue Bonds,” “Master Bond
Documents” and “Special Revenue Bonds” shall mean the Airport Revenue Bonds, Master Bond
Documents and Special Revenue Bonds respectively herein, as the same may be expanded, contracted,
improved, modified, renovated or changed in any way.

C. City desires to lease certam real property at the Airport for the purpose of conductmg an
integrated air cargo business.

D, City and Tenant previously entered into that certain Lease Agreement of China Airlines
Limited for Airport Building No. 648 and Related Areas on Plot 10 at San Francisco International
Airport dated March 1, 2016 (the “Existing Plot 10 Lease™). The current term of the Existing Plot 10
Lease expires on Aprnl 8, 2019,

E. Pursuant to A1rport Commlssmn Resolution No._19-0021 __, adopted
February 5, 2019  and Board of Supervisors Resolution No. , passed
, the City has authorized execution of this Lease.

Accordingly, Tenant and City agree as follows:
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1 PREMISES

1.1 Extent of Leasehold. On the terms, conditions, and covenants in this Lease, City hereby
leases to Tenant and Tenant hereby leases from City, the Premises.

12 Rights of Ingress and Egress. Tenant shall also have the non-exclusive right of ingress
and egress across Airport property to conduct its permitted operations hereunder provided that such
ingress and egress activity: (a) shall not impede or interfere unduly with the operation of the Airport by
City, its tenants, customers, employees and other authorized occupants; (b) shall be subject to Airport
Rules and Regulations, as amended from time to time, (the “Airport Rules”), including those
pertaining to badging, permitting, and other security requirements, and the requirements of this Lease;
and (c) shall be in or on highways, roads, and other areas designated by Director from time to time.
Said rights of ingress and egress shall likewise apply to Tenant’s employees, guests, patrons and
suppliers, including the right of transport of equipment, material, cargo, machinery and other property,
provided; however, that Director may impose a charge upon Tenant’s suppliers or furnishers of service
in an amount sufficient to compensate City for the out-of-pocket costs reasonably and directly incurred
by City in the reasonable regulation by City of such suppliers or furnishers of service in the exercise by
such suppliers or furnishers of the foregoing right of ingress and egress, and provided further, that such
right of ingress and egress shall not alter or affect whatever contractual arrangements which may now
or hereafter exist between City and Tenant’s suppliers or furnishers of service.

1.3 Non-Exclusive Area. In addition to the Premises, Tenant shall be granted non-exclusive
use of areas (collectively, the “Non-Exclusive Area™) adjacent to and around the Airport Building, as
further described on Exhibit A, Airport Drawing B648SITE dated November 13, 2018, or as otherwise
designated by Director, for the purposes set forth below:

(@  Vehicle Parking: Tenant shall be entitled to non-exclusive use of the applicable
vehicle parking area adjacent to the Airport Building for customer, visitor and employee parking
within the established limits set by the Airport, which may be amended from time to time. Tenant
- shall contract with City for appropriate parking permits, through Airport Parking Management
Department, at a permit rate equal to the Airport’s Rates & Charges Schedule for vehicle parking.

' For purposes of this Lease relating to Tenant's responsibilities and liabilities, including
Sections 3.7,3.11, 5.1, 6.1, 7,9, L1, 15 and 16, and City’s rights [including Sections 1.4 and 1.6},
unless otherwise spccxﬁed the term the “Premises” shall include the Non-Exclusive Areas; provided,
however, that Tenant shall have no obligation to repair or make changes to the Non-Exclusive Areas
except and to the extent the same is caused by or results from (a) any act or omission of Tenant or any
Tenant Entity as defined below, (b) Tenant’s use of the Premises, the Non-Exclusive Areas, or
operations at the Airport, or (c) any default by Tenant or any Tenant Entity hereunder. As used herein,
the term “Tenant Entity” shall mean any officer, employee, affiliate, contractor, agent, licensee, or
invitee of Tenant. ' :

1.4 Relocation, Expansion, Contraction.

(a).  Atany time, City may, by appropriate Commission Resolution and Board of
Supervisors approval, and upon six (6) months’ prior notice to Tenant, require that (i) Tenantrelocate
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and surrender all or part of the Premises (such change to the Premises referred to as a “Required
Surrender”), and/or (ii) the Premises be contracted (such change to the Premises referred to as a -
“Premises Change”) on the terms set forth in this Section 1.4, City shall give notice (the “Change
Notice”) setting forth a description of the Required Surrender or the Premises Change, as applicable,
the approximate effective date thereof (the “Target Effective Date”), and with respect to a Required.
Surrender, the location of comparable on-Airport replacement premises if such replacement premises
“shall exist. Thereafter, the Tenant shall surrender all or part of the Premises, as applicable, on a date
determined by the Director (whlch shall be no earlier than the Target Effective Date) (the “Surrender -
Date”). .

(b)  With respect to a Required Surrender, if the replacement premises are deemed
unsatisfactory to Tenant, then Tenant may terminate this Lease by giving notice thereof to City within
sixty (60) days after the Change'Notice is given. In the event Tenant gives such notice of termination,
- then this Lease shall terminate on the Surrender Date, and on such date, Tenant shall surrender the
Premises in the condition required by this Lease. Provided Tenant does not terminate this Lease
pursuant to the foregoing, Tenant shall surrender the Premises in a condition as required by this Lease
and relocate to the replacement premises on the Surrender Date.

(©  With respect to a Premises Change if the contracted premises are deemed
unsatisfactory to Tenant, then Tenant may terminate this Lease by giving notice thereof to City within
sixty (60) days after the Change Notice is given. In the event Tenant gives-such notice of termination,
then this Lease shall terminate on the Surrender Date, and on such date, Tenant shall surrender the
Premises in the condition required by this Lease, Provided Tenant does not terminate this Lease
pursuant to the foregoing, Tenant shall surrender that portion of the Premises, as prescribed in the
Change Notice, on the Surrender Date determined by Director (which shall be no earlier than the
Target Effective Date) in a condition as required by this Lease.

: (d)  With respect to a Required Surrender, the Annual Rent shall be increased or
decreased as the case may be, pro rata to reflect the increase or decrease, as the case may be, in the
size of the replacement premises compared to the Original Premises.

()  Withrespect to a Premises Change where the original Premises will be
expanded or contracted, the Annual Rent shall be increased or decreased, as the case may be, pro rata
to reflect the increase or decrease, as the case may be, in the size of the expanded or contracted
premises compared to the original Premises.

® A Required Surrendet or a Premises Change shall not require a formal -
amendment of this Lease.

(8  Notwithstanding anything to the contrary herein, City shall not require a
Required Surrender or a Premises Change unless City shall have considered other reasonable
alternatives and rejected them.

1.5 Underutilization of Premises. It is the intent of the parties hereto that Tenant shall use
the entirety of the Premises continuously for the Permitted Use and shall not allow the Premises to be
underutilized. For purposes of determining whether the Premises are “Underutilized,” only the air
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cargo of Tenant (and not of any third party being handled by Tenant) shall be considered. Further,
underutilization shall be based on quantities of air cargo and mail passing through the Premises during
each immediately preceding calendar year period. The Director reserves the right to review annual
cargo volumes being processed or handled at the Premises upon giving one month’s prior written
notice to Tenant. In the event Director determines that the Premises are underutilized, Tenant shall
enter into discussion with City regarding better utilization of the Premises,

(@  Recapture of Premises. In the event City determines the Premises to be

. Underutilized, City may, upon six (6) months’ prior written notice to Tenant, require that Tenant
surrender a portion of the Premises (such change to the Premises referred to as “Required
Recapture”) on the terms set forth below. City shall give notice specifying the amount of space in the
Premises to be recaptured and the approximate date thereof (the “Recapture Effective Date”). Tenant
will submit a written proposal to City specifying which portion of the Premises will be surrendered. If
Director determines, at his/her sole discretion, that Tenant’s proposal does not provide a functional
space for another air cargo airline and/or a related air cargo service provider, Director may reject the
proposal and specify alternate space that would provide such functional space. On the Recapture
Effective Date, Tenant shall surrender such space as required herein.

® With respect to the Required Recapture, the Annual Rent shall be
decreased pro rata to reflect the decrease in the size of the Premises as compared to the original
Premises.

(ii) A Required Recapture shall not require a formal amendment of this
Lease. : : :

(ili)  Tenant shall not be entitled to, and Airport shall have no obligation to
pay, any unamortized approved alteration costs or any other amounts in connection with a Required
Recapture, ' ‘

()  Accommodation of Other Airfines. In the event City determines the Premises o
be Underutilized, City may, upon six (6) months prior written notice to Tenant, require that Tenant
accommodate air cargo handling operations of other airlines on reasonable terms and conditions and
without undue adverse consequences for Tenant’s operations on and use of the Premises. City shall
give Tenant riotice specifying the nature and duration of such accommodation and reserves the right to
review and approve the terms and conditions of the accommodation on a case-by-case basis. If such
accommodation results in a Bonus Value (as defined in Section 5.2 below) to Tenant, then City shall
share in such Bonus Value in a manner to be determined on a case-by-case review of the business
terms of such accommodation,

1.6 Changes to Airport. Tenant acknowledges and agrees that (a) City shall have the right
at all times to change, alter, expand, and contract the Airport, including the Terminal Building
Complex, the Nonterminal Buildings (including Airport Building 648), Ramp/Land Space, and Non-
Exclusive Areas; (b) City has made no representations, warranties, or covenants to Tenant regarding
the design, construction, pedestrian traffic, or views of the Airport or the Premises, Without limiting
the generality of the foregoing, Tenant acknowledges and agrees that the Airport (i) is currently
undergoing, and may from time to time hereafter undergo renovation, construction, and other Airport
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modifications; and (ii) may from time to time adopt rules and regulations relating to security and other
operational concerns that may affect Tehant’s business. Although City will use reasonable efforts to
minimize the effect of the Master Plan Expansion and other Airport changes on Tenant’s business,
Tenant acknowledges that such activity may have some effect on cargo operations occurring at the
Airpott.

2, TERM

2.1 Commencement and Expiration. The Term shall commence on the Commencement
Date and expire on the Expiration Date, unless terminated prior thereto, as provided herein. In the
event that the Commencement Date of this Lease shall not have occurred by April 9, 2019, City and
Tenant agree that, unless objected to by the City, Tenant shall holdover in the premises demised in the
Existing Plot 10 Lease until the Commencement Date of this Lease shall occur, subject to Section 2.4
of such Existing Plot 10 Lease.

. 22 Option to Extend Temm. City shall have the option to extend the Term by two.(2)
additional one-year Terms (the “Option Term”), on the same terms and conditions of this Lease,
except that the Annual Rent shall be adjusted as provided in Section 4.5 [Adjustments to Annual Rent].
To exercise the Option Term, the Airport shall advise Tenant in writing of its intent to exercise the
Option Term on or before a date that is six (6) months prior to the current Expiration Date (the “Option
Notice Dates”), Tenant shall respond in writing within thirty (30) days of such notice advising the
Airport if Tenant accepts or rejects the Option Term. If Tenant fails to timely respond Tenant shall be
deemed to have rejected the Option Term, and the Lease will expire on the applicable Expiration Date.
In the event Tenant accepts the Option Term then the Term shall be extended for an additional one (1)
year, effective and commencing on the first day following the Expiration Date of the said original '
Term and subsequent Option Term, if applicable.

/7
2.3 Holding Over. If, without objection by City, Tenant holds possession of the Premises
after the Expiration Date, Tenant shall become a tenant from month to month, upon the terms of this
Lease except that, at City’s sole discretion, Annual Rent shall be double the then prevailing Annual
Rent. No such holdover shall be deemed to operate as a renewal or extension of the Term. Such
month-to-month tenancy may be terminated by City or Tenant by giving thirty (30) days’ notice of
termination to the other at any time.

24  No Renewal or Extension Rights. Tenant shall have no rights to renew or extend the
Term of this Lease except as provided under Section 2.2 herein,

3.  USE AND OPERATION -

3.1 - Permitted Use. Tenant shall use the Premises to conduct the Permitted Use provided in
the Major Lease Summary, subject to Director’s prior approval, In the event Tenant desires to use the
Premises for any purpose other than the Permitted Use, or if Tenant desires to handle air cargo of third
parties, Tenant must submit a written request to Director. Director may, in his/her sole and absolute
discretion approve or'deny such request. Any such decision shall be binding on Tenant.
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32 No Exclusivity. Tenant aclmoWledges and agrees that Tenant has no exclusive rights to

conduct the business of the Permxtted Use and that City may arrange with others for similar activities
at the Airport.

33  References to Airport. Tenant shall not, without the prior written consent of Director,
reference City or the Airport for any purpose other than the address of the business to be conducted by
Tenant in the Premises, nor will Tenant do or permit anything in connection with Tenant’s business or
advertising which, in the judgment of City, may reflect unfavorably on City or the Airport, or confuse
- or mislead the public as to the relationship between City and Tenant.

34  Prohibited Activities. Without limiting any other provision herein, Tenant shall not,
without the prior written consent of Director: (a) cause or permit anything to be done in or about the
Premises, or bring or keep anything thereon which might (i) increase in any way the rate of fire
insurance on the Airport Building or the Airport or any of its contents by way of increased risk of fire
or explosion, (ii) create a nuisance, or (iii) in any way obstruct or interfere with the rights of others in
the Airport Building or injiire or annoy them; or (b) commit or suffer to be committed any waste upon
the Premises; or (¢) use or allow the Premises to be used for any improper, immoral, unlawful or
objectionable purpose; or (d) place any loads upon the floor, walls or ceiling which endanger the
structure or obstruct the sidewalk, passageways, stairways or escalators, in front of, within, or adjacent
to the Airport Building; or (¢) do or permit to be done anything in any way tending to injure the
reputation of City or appearance of the Airport; or (f) conduct any advertising or promotional activities
on the Airport; or (g) conduct any non-emergency aircraft maintenance operations; or (h) conduct any
aircraft washing,

3.5 - Inspection of Operations. At any time and from time to time, City may conduct an
inspection of Tenant’s operations at the Airport to confirm that such operations comply with the
requirements set forth herein. Tenant shall cooperate with such inspection.

3.6  Representative of Tenant: Access. Tenant shall, at all reasonable times, retain in the
Airport Building at least one qualified representative authorized to represent and act for it in matters
pertaining to its operation, and shall keep Director informed, in writing, of the identity of each such
person. The initial person so designated is the Initial Tenant Representative, Tenant shall assure City
of emergency access to the Premises by providing a list of current emergency telephone numbers at
which Initial Tenant Representative may be reached on a 24-hour basis.

37  Compliance with Laws. Tenant shall promptly, at its sole expense, cause the Premises
(including any permitted Alterations (as defined below)) and Tenant’s use of the Premises and
operations therein, to comply at all times with all present and future federal, state and local laws, rules,
regulations, directives, as the same may be amended from time to time, whether foreseen or
unforeseen, ordinary as well as extraordinary, including all laws, rules, regulations, directives, relating
to (a) health and safety, (b) disabled access, including the Americans with Disabilities Act, 42 U.S.C.S.
Sections 12101 et. seq. and Title 24 of the California Code of Regulations (collectively “ADA™),

(c) Hazardous Materials (as defined below), and (d) fire sprinkler, seismic retrofit, and other building
code requirements, including all Airport Operation Bulletins and Airport Directives (collectively
“Laws”); the Airport’s Tenant Improvement Guide, as amended from time to time (as amended, the
“Airport’s TI Guide”); and the Airport Rules. The parties acknowledge and agree that Tenant’s
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obligation to comply with all Laws, the Airport’s TI Guide, and the Airport Rules, is a material part of
the bargained for consideration under this Lease; Any work or installations made or performed by or
on behalf of Tenant or any person or entity claiming through or under Tenant on the Premises shall be
subject to and performed in compliance with the provisions of this Lease, including this Section 3.7.
Notwithstanding the foregoing, this Section 3.7 shall not impose on Tenant any liability to make any
alterations to the Building Systems, except to the extent the same is (x) installed by Tenant pursuant to
Section 8 [Utilities], or otherwise, or (y) necessitated by Tenant’s Alterations or by any act or omission
of Tenant or any Tenant Entity. Tenant shall keep current all licenses and permits, whether municipal,
county, Airport, state or federal, required for conduct of its Operatnons at Airport, and pay all fees
promptly when due.

3.8 Fuel System. Tenant acknowledges that City has granted to a third-party the sole and
exclusive right to Operate a fuel system on the Airport. Tenant acknowledges and agrees that, to the
extent it desires to receive distribution of jet fuel on Airport premises, it must receive such distribution
from such party, on the terms and conditions established by such party. In no event will Tenant have
the right to operate a competing fuel systemn on the Airport.

3.9  Premises Must Be Used. Tenant shall use the entirety of the Premises continuously for
the Permitted Use and shall not allow the Premises to be underutilized or unoccupied without prior
written consent of Cxty, which consent may be wnthheld in City’s sole discretion.

3.10 Certified Service Provider. Tenant is acknowledged to be a permittee to the Airportas
related to the Aviation Support Permit and may engage in the use of service providers to perform the
Permitted Use provided that all such service providers shall be (a) Airport certified, (b) party to an
Airport-issued operating permit, and (c) is obligated to operate in compliance with this Lease.

3.11 Notification of Carriers Handled. Tenant shall provide Director with a list of all
contracted airlines handled in the Premises no later than ten (10) days prior to the Commencement
Date. Tenant shall provide Director, in writing, of any changes to the list of airlines handled in the
Premises, at least ten (10) days prior to any changes, for the duration of the Lease.

312 Prevention of Trespass. Tenant shall use reasonable precautions to prevent
unauthorized persons from gaining access to restricted flight and aircraft operational areas and all other
nonpublic areas around restricted flight and aircraft operational areas and all other nonpublic areas

around the Premises.

3.13  Antennae and Telecommunications Dishes. No antennae, telecommunications dish,
wireless telecommunications system, or other similar facilities may be installed on the Premises
without the prior-written approval of Director, which approval shall not be unreasonably withheld,
conditioned or delayed. No such antennae shall interfere with City’s emergericy and non-emergency
communications facilities or the transmission factlmes of City.

4. RENT

41  Definitions. For purposes of this Lease, the following capitalized terms shall have the
following meanings:
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(a) “Consumer Price Index” means that index published by the United States
Department of Labor, Bureau of Labor Statistics known as “All Urban Consumers — Not
Seasonally Adjusted - All Ttens for the San Francisco-Oakland-San Jose Area, CA (1982-84 =
100).” In the event such index is discontinued, then “Consumer Price Index” shall mean an index

chosen by Director which is, in Director’s reasonable judgment, comparable to the index specified
above.

()  “Rent Adjustment Date” means the first anniversary of the Commencement
Date, or the first day of the first calendar month following such anniversary if the Commencement
Date does not fall on the first day of a calendar month, and.each anniversary of such Rent
Adjustment Date thereafier.

(©) “Base Index” means the most recent Consumer Price Index published three
(3) months prior to the Commencement Date if the Commencement Date falls on the first calendar -
day of a month, or two (2) months prior to the Commencement Date if the Commencement Date
does not fall on the first calendar day of amonth,

@ “Comparison Index” means the most recent Consumer Price Index
published three (3) months prior to each Rent Adjustment Date.

(e) “Lease Year” means the period commencing on the Commencement Date
and expiring on the day before the first Rent Adjustment Date, and each subsequent 12-month
period, commencing on each Rent Adjustment Date and expiring on the day before the subsequent
Rent Adjustment Date, or expiring on the Expiration Date or sooner termination of the Lease, asthe
case may be.

42  Monthly Rent Payments. Tenant shall pay, as rent for the Premises, the monthly
installment of the Annual Rent in advance on or before the first (1st) day of each calendar month
of the Term, Each monthlyinstallment of Annual Rept due from Tenant shall be an amount equal
to one- twelfth (1/12%) of the total Annual Rent due for the current Lease Year. ‘

(a) On or before the Commencement Date and the first (1st) day of each
calendar month, of the Term, Tenant shall pay the monthly installment of the current Annual Rent.
If the Commencement Date occurs on a date other than the first day of a calendar month, then the
monthly Rent for such first month (“First Month™) shall be prorated based on the actual number of
days in such month.

(®) Al payments hereunder shall be paid at the office of Director, or at such
other place as City may from time to time designate in writing. All Rent shall be paid in lawful
money of the United States, free from all claims, demands, setoffs, or counterclaims of any kind.
Any Rent not paid when due shall be subject to a service charge equal to the lesser of the rate of
one and one-half percent (1%%) per month, and the maximum rate permitted by law. Acceptance
of any service charge shall not constitute a waiver of Tenant’s default on the overdue amount or
prevent City from exercising any of the other rights and remedies available to City,
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4.3 . Prepay Rent. Notwithstanding anything to the contrary herein, in the event Tenant
shall fail to pay any Rent when due hereunder, Director shall have the right to require Tenant to
pay Rent (including Annual Rent, utility charges, and all other amounts) one (1) month in advance
of when such payment would otherwise be due. Such right shall be exercised by a notice from
Director to Tenant, which notice may be given any time after such default by Tenant, regardless of
whether the same is cured by Tenant.

44  Additional Rent. Tenant shall pay to City any and all charges and other amounts
under this Lease as Additional Rent, including fines pursuant to Section 14.7 [Special Liquidated
Damages], at the same place where Annual Rent-is payable. City shall have the same remedies for
a default in the payment of any such additional charges as for a default in the payment of Annual
Rent. -

4.5 Adjustments to Annual Rent,

(a) For the Parcel A — Airport Building, the Annual Rent will be adjusted in
accordance with Airport’s rates and charges for Cargo Facilities Rate, as the same is adjusted from
time to time.

(b) On each Rent Adjustment Date for Parcel B — Ramp Space, the Annual Rent
will be adjusted as follows: if the Comparison Index shall exceed the Base Index, then the Annual
Rent with respect to the upcoming Lease Year shall be increased to equal the followingamount:

Initial Parcel B Annuél Rent x Comparison Index
Base Index

Notwithstanding anything to the contrary herein, in no event will the Annual Rent
for any Lease Year of the Term for Parcel B — Ramp Space be lower than the Annual Rent with
respect to the '
prior Lease Year.

- 4.6  Accounting. Tenant shall maintain for a period of five (5) years after the revocation or
termination of this Lease or, in the event of a claim by City, until such claim of City for payments
hereunder shall have been fully ascertained, fixed and paid, separate and accurate records of Tenant’s
operations hereunder. All such books and records shall be kept in accordance with generally accepted
accounting principles, consistently applied, showing in detail all business done or transacted in, on,
about or from or pertaining to the Airport. Within thirty (30) days of Director’s written request,
Tenant shall make available immediately to Cify and/or its auditors any and all books, records and
accounts pertaining to its operations under this Lease.

5. ASSIGNMENT OR SUBLETTING

5.1  No Assignment. Tenant shall not assign, sublet, encumber, or otherwise transfer,
whether voluntary or involuntary or by operation of law, the Premises or any part thereof, or any
interest herein, without City’s prior written consent, which consent may be granted or denied in City’s
sole and absolute discretion (the term “Transfer” shall mean any such assignment, subletting,
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encumbtance, or transfer). City's consent to one Transfer shall not be deemed a consent to subsequent
. Transfers. Any Transfer made without City’s consent shall constitute a default hereunder and shall be
voidable at City’s election.

5.2 NoBonus Value. It is the intent of the parties hereto that the Lease shall confer upon
Tenant only the right to use and occupy the Premises and Non-Exclusive Areas, and to exercise such
other rights as are conferred upon Tenant by the Lease. The parties agree that the Lease is not
intended, and thus shall have no Bonus Value (as defined below), not serve as a vehicle whereby
Tenant may profit by a future Transfer of the Lease or by the right to use or occupy the Premises as a
result of any favorable terms contained herein or any future changes in the market for leased space. As
used herein, the term “Bonus Value” shall mean consideration or compensation paid or payable under
or by virtue of any Transfer, immediately or over the aggregate of the Term, directly or indirectly
exceeding that paid or payable by Tenant under the Lease (less expenses for verifiable and reasonable
costs for tenant improvements, lease concessions, value of Tenant’s trade fixtures and special
equipment conveyed in connection with the Transfer). If Tenant receives any Bonus Value during the
Term of this Lease or in case of the sublease of a portion of the Premises in excess of such rent that is
fairly allocable to such portion, Tenant shall pay City fifty percent (50%) of the difference between
each such payment of sublease rent or other consideration and the Rent required hereunder.

53  Changes in Tenant. The merger of Tenant with any other entity or the transfer of any

. controlling ownership interest in Tenant, or the assignment or transfer of a substantial portion of the
assets of Tenant, whether or not located on the Premises, shall constitute a Transfer. Without limiting
the generality of the foregoing, if Tenant is a partnership, a withdrawal or change, voluntary,
involuntary or by operation of law of the partner or partners owning fifty-one percent (51%) or more of
the partnership, or the dissolution of the partnership, shall be deemed a Transfer. If Tenant is a
corpotation or limited liability company, any dissolution, merger, consolidation or other reorganization
of Tenant, or the sale or other transfer of a controlling percentage of the capital stock or membership
interests of Tenant, or the sale of at least fifty-one percent (51%) of the value of the assets of Tenant,
shall be deemed a Transfer. The phrase “controlling percentage” means the ownership of, and the
right to vote, stock or interests possessing at least fifty-one percent (51%) of the total combined voting
power of all classes of Tenant’s capital stock or interests issued, outstanding and entitled to vote for the
election of directors, This paragraph shall not apply to corporations or limited liability companies the

- stock or interests of which is traded through an exchange or over the counter.

5.4  No Release. In no event will City’s consent to a Transfer be deemed to be a release of
Tenant as primary obligor hereunder.

6. TAXES, ASSESSMENTS AND LIENS

6.1  Taxes. Tenant recognizes and understands that this Lease may create a possessory
interest subject to property taxation and that Tenant may be subject to the payment of propeity taxes
levied on such interest. Tenant further recognizes and understands that any Transfer permitted under
this Lease and any exercise of any option to renew or other extension of this Lease, if applicable, may .
constitute a change in ownership for purposes of property taxation and, therefore, may resultin a
revaluation of any possessory interest created hereunder. Tenant shall pay all taxes of any kind,
including possessory interest taxes, that may be lawfully assessed on the leasehold interest hereby
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created and to pay all other taxes, excises, licenses, permit charges and assessments based on Tenant’s
usage of the Premises, all of which shall be paid when the same become due and payable and before
delinquency. Tenant shall report any Transfer or any renewal or extension hereof, to the County of
San Mateo Assessor within sixty (60) days after such Transfer transaction or renewal or extension.
Tenant further agrees to provide such other information as may be requested by the City to enable the
City to comply with any reporting requirements under applicable law with respect to possessory
interests.

6.2 Other Liens. Tenant shall not permit or suffer any liens to be imposed upon the
Premises, the Nonterminal Airport Buildings (including Airport Building No. 648), the Terminal
Building Complex, Ramp/Land Spaces, other Airport property, or any part thereof, including
mechanics’, materialmen’s and tax liens, as a result of its activities without promptly discharging the
same. Notwithstanding the foregoing, Tenant may in good faith contest any such lien if Tenant
provides a bond in an amount and form acceptable to City in order to clear the record of any such liens.
Tenant shall assume the defense of and indemnify and hold harmless City against any and all liens and
charges of any and every nature and kind which may at any time be established against said premises
and improvements, or any part thereof, as a consequence of any act or omission of Tenant or as a
consequence of the existence of Tenant’s interest under this Lease.

7. TENANT IMPROVEMENTS; ALTERATIONS

7.1  Improvements. Subject to the provisions of Section 7.2 [City’s Approval Rights]
below, Tenant, at its own expense, may construct, plaoe or erect on the Premises any improvements
which it may consider necessary or useful in connection with or related to Tenant’s business, including
Tenant’s trade fixtures, specialty equipment, furnishings, finishes, or other necessary improvements to
Premises and thereafter, to alter, modify or enlarge the same.

7.2 City’s Approval Rights, Tenant shall not make or suffer to be made any alterations,
additions, or improvements to the Premises or any part thereof or attach any fixtures or equipment
thereto, including the Initial Improvements (collectively, “Alterations™) without Director’s prior
written consent. In no event will Tenant construct any Alterations on the Non-Exclusive Areas,
Tenant shall cause all such Alterations to be performed in a workmanlike manner, in compliance with
the requirements of the Airport’s TI Guide, all applicable Laws, and, to the extent applicable, the Local
Hire Policy outlined in Section 16 of Exhibit B, Without limiting the generality of the foregoing, all
Exterior Alterations (as defined below) shall conform to Commission’s established architectural design
scheme for Airport Building, and may require the approval of the Airport’s Design Review Committee.
As used herein, the term “Exterior Alterations” means Alterations to be installed on the exterior of .
Airport Building or visible from any common area space within Airport Building. Prior to the
construction of any Alterations, Tenant shall submit detailed plans and specifications to the Director
for approval. Tenant shall include with its plans and specifications schematic renderings of the
common area, materials, and a color board(s). Director’s approval rights will extend to and include
architectural and aesthetic matters and City reserves the right to reject any designs submitted and to
require Tenant to resubmit designs until they meet Director’s approval. The Commencement Date
shall not be extended if Director rejects any designs submitted. In the event of disapproval by City of
any portion of the plans and specifications, Tenant will promptly submit necessary modifications and
revisions thereof. No changes or alterations will be made in said plans or specifications after approval
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‘

by Director. City agrees to act within a reasonable period of time upon such plans and specifications
and upon requests for approval of changes or alterations in said plans or specifications. One copy of
plans for all proposed Alterations will, within fifieen (15) days after approval thereof by Director, be
signed by Tenant and deposited with City as an official record thereof. All Alterations shall be
effected through the use of contractors approved by Director who shall furnish to Director, within
fifteen (15) days, such completion bonds and labor and material bonds as Director may require so as to
assure completion of the Alterations on a lien-free basis, :

73 Notice and Permits. Tenant shall give written notice to Director not less than seven (7)
days prior to the commencement of any Alterations work in order that City may post appropriate -
notices of non-responsibility, and agrees that such notices may remain posted until the acceptance of
such work by City. Tenant shall obtain and pay all fees for all permits required by the City or other
legal jurisdictions for improvements that it is required to construct or install, and it shall furnish copies
of all such permits to City prior to the commencement of any work. ‘

7.4  Title to Alterations. Title to all Alterations of such a nature as cannot be removed
without substantial damage to the Premises, including all carpeting, decorations, finishes, and counters,
shall vest in City on the Expiration Date. All other equipment of such nature as to constitute specialty
equipment or trade fixtures shall remain the property of Tenant. On the Expiration Date, Tenant may
. remove said specialty equipment or trade fixtures or Director may require that Tenant remove same at
Tenant’s expense. Tenant has submitted to Director an updated proposed list of such specialty
equipment and trade fixtures, as specified on Exchibit D; said list may be subsequently amended during
the Term to reflect any changes in said specialty equipment and trade fixtures, Tenant agrees and
understands that “specialty equipment or trade fixtures” are defined as objects affixed to Premises that
are bolted, nailed, screwed, cemented and/or plastered. For the purpose of this Lease, fixtures shall
include slat wall, counters and the like, attached to the physical structure of the Premises in any matter
whatsoever, On the Expiration Date, all fixtures and equipment, other than Tenant’s specialty
equipment or trade fi Xtures, shall become the property of City. Tenant shall be liable to City for City’s
costs for storing, removing and disposing of any alterations of Tenant’s personal property, and of
restoration of the Premises.

7.5  Effect of Alterations on Airport. If and to the extent that Tenant’s activities or proposed
Alterations trigger an obligation or requirement on the part of City to make changes to other Airport
- premises (including ADA requirements) including other areas of the Airport Building, Tenant shall
mdemmfy, defend, and hold harmless City from and against any and all Losses (as defined below)
arising out of such activities or Alterations.

8. UTILITIES
8.1 Services

(&) Tenant shall have the right to obtain service from City’s water, sewerage, storm
water drainage and electric power facilities, but shall acquire no title thereto. Tenant shall have the
right to request and receive telephone and communications services and illuminating or industrial gas
service, subject to the customary rules and regulations of these utility companies, from the utility
companies furnishing such services, whether the companies deliver such services directly through their
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own conduits or pipes or through conduits or pipes owned by City. Tenant agrees to pay all charges
legally exacted for said utility services. Tenant may alter, relocate, or add to said existing facilities and
_ utilities, provided written approval by City of plans for such alteration or relocation is first obtained.
Tenant shall not cross connect water supplies from sources other than City’s supply pipes. City shall
have the right, at al] times, without unreasonably or unduly interfering with Tenant’s use of the
Premises to enter upon the Premises and install, construct, maintain, operate and remove water pipes,
drainage pipes, electric power supply lines, telephone and communication conduits, sewerage lines for
general Airport use. Unless due to the fault of Tenant, the expense of any said operation shall be borne
by City. In the event of any excavation by City upon the Premises for any of said purposes, said
Premises shall be restored to the immediately prior condition at City’s expense, unless due to the fault
of Tenant.

(b)  Prior to the beginning of any construction by Tenant, Tenant shall locate all
existing underground utilities belonging to City or its tenants in order to avoid damage to said utilities.
Any damage to existing pavement, underground facilities or other improvements belonging to City. -
caused by Tenant’s operations shall be repaired to the satisfaction of City by Tenant at its expense.
Tenant shall promptly backfill any trench made by it on the Premises so as to leave the surface of the
ground thereover, as nearly normal as practical, and restore pavement and landscaping to its original
condition. This shall include Tenant’s restoration of landscaping, fencing, gates, roadways, traffic
signs, driveways, parking lots, guardrails or any other improvements.

(¢)  Drains or other facilities provided by Tenant for the purpose of disposing of
storm or other waters shall in no case be connected to sanitary sewers. In the event that Tenant’s
facilities (either storm or sanitary) are below an elevation that will permit gravity flow into facilities

"provided by City, then Tenant shall provide and maintain such pumping facilities as may be necessary
to deliver storm water or sanitary sewage to the proper drainage system fagilities or sanitary sewers
provided by City for the disposal of same. Tenant must provide adequate separations to prevent flow
into the sanitary sewer system of petroleum products or chemicals or any foreign matter. Tenant shall
take all reasonable precautions to prevent material going into the drainage system which would create
interference with the flow therein, or which would cause undue hazards or unlawful contamination of

. the waters of the San Francisco Bay into which the drainage flow may bedeposited.

8.2  Utility Costs. Tenant shall pay the whole cost for all utility services as invoiced to
Tenant by City and for such other special services which it may require in the Premises, and Tenant
hereby expressly waives the right to contest any utility rates.

83  Waiver of Damages. Tenant hereby expressly waives any and all claims for damages
arising or resulting from failures or interruptions of utility services to the Premises, including
electricity, gas, water, plumbing, sewage, telephone, communications, heat, ventilation, air
conditioning, or for the failure or interruption of any public or passenger conveniences. Without
limiting the generality of the foregoing, Tenant shall have no rights to abate Rent or terminate this
Lease in the event of any interruption or failure of utility services.
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9. MAINTENANCE AND REPAIR

9.1  “As-Is” Condition. THE PARTIES ACKNOWLEDGE AND AGREE THAT
TENANT HAS USED, OCCUPIED, AND CONTROLLED THE PREMISES AND THE NON-
EXCLUSIVE AREAS CONTINUOUSLY SINCE DECEMBER 9, 2000. TENANT SPECIFICALLY
ACKNOWLEDGES AND AGREES THAT CITY IS LEASING THE PREMISES TO TENANT ON
AN “AS IS WITH ALL FAULTS” BASIS AND THAT TENANT IS NOT RELYING ON ANY
REPRESENTATIONS OR WARRANTIES OF ANY KIND WHATSOEVER, EXPRESS OR
IMPLIED, FROM CITY OR ITS AGENTS, AS TO ANY MATTERS CONCERNING THE
PREMISES INCLUDING THE NON-EXCLUSIVE AREAS, INCLUDING: (i) the quality, nature,
adequacy and physical condition and aspects of the Premises including landscaping, (ii) the quality,
nature, adequacy, and physical condition of soils, geology and any groundwater, (iii) the existence,
quality, nature, adequacy and physical condition of utilities serving the Premises, (iv) the development
potential of the Premises, and the Premises use, habitability, merchantability, or fitness, suitability,
value or adequacy of the Premises for any particular purpose, (v) the zoning or other legal status of the
Premises or any other public or private restrictions on use of the Premises, (vi) the compliance of the
Premises or its operation with any applicable codes, laws, regulations, statutes, ordinances, covenants,
conditions and restrictions of any governmental or auasx—govemmenta] entity or of any other person or
entity, (vii) the presence of Hazardous Materials on, under or about the Premises or the adjoining or
neighboring property, (viii) the quality of any labor and materials used in any improvements on the
real property, (ix) the condition of title to the Premises, and (x) any agreements affecting the Premises.

9.2 Tenant’s_Maintenance Obligations.

(a) Except as provided in Section 9.3 [City’s Maintenance Obligations] below, Tenant
shall at all times during the Term and at Tenant’s.sole cost and expense, keep the Premises and every
part thereof in good condition and repair, and in compliance with applicable Laws and the Airport’s TI
"Guide, including the replacement of any facility of City used by Tenant which requires replacement by
reason of Tenant’s use thereof, excepting (a) ordinary wear and tear, and (b) damage due to casualty
with respect to which the provisions of Section 13 [Damage or Destruction] shall apply.

(b)  Tenant hereby waives all right to make repairs at the expense of City or in lieu
thereof to vacate the Premises as provided by California Civil Code Section 1941 and 1942 or any
other law, statute or ordinance now or hereafter in effect. As provided below in Section 14.3 [City’s
Right to Perform], in the event Tenant fails to perform its maintenance and repair obligations
hereunder, Clty shall have the right to do so, at Tenant’s expense.

(¢)  Tenant shall, and shall cause its Tenant Entmes to, maintain and keep the truck
~dack, ramp and parking area in a neat, clean and orderly condition, free from litter, debris, refuse,
petroleum products or grease that may accumulate thereon as a result of Tenant’s operations
hereunder.

(d)  Tenant shall provide janitorial and pest control services for the Premises at its
sole cost and expense. ' ‘
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93  City’s Maintenance Obligations, City shall, at all times, at City’s sole cost and expense,
provide maintenance, repair, and replacement (if necessary) of Base-Building infrastructure, systems,
and equipment, at Airport Building, deemed City Responsibility, as provided on Exhibit C. In
addition, City shall provide routine maintenance and repair of the ramp, and parking areas adjacent to
said Premises. However, if damage to such Premises, infrastructure, systems, and/or equipment is
caused by Tenant or Tenant Entity, and is not the result of normal wear and tear, then the cost to repair
of replace the same shall be borne by Tenant.

The maintenance, repair, and replacement of all other systems or equipment, including
all systems or systems installed by Tenant, or located within the Premises, shall be the sole obligation
of the Tenant. Notwithstanding anything to the contrary herein, City shall have no obligation to
perform any maintenance or repair if such maintenance or repair arose from the negligence or
. misconduct of Tenant as to which Tenant shall be solely liable,

City shall provide janitorial services for all public areas, including public hallways,
lobbies, elevators, stairwells, and bathrooms.

10.  SIGNS AND ADVERTISING

10.1  No Advertising, Tenant may, at its own expense, install and operate necessary and
appropriate identification signs on the Premises, subject to the approval of Director, including the
approval of the number, size, height, location, color and general type and design. Such approval shall
be subject to revocation by Director at any time. Without express written consent of Director, Tenant
shall not display any advertising or promotional materials. In no event will any advertising of any
cigarettes or tobacco products be permitted. This prohibition does not apply to any advertisement
sponsored by a state, local or nonprofit entity designed to communication the health hazards of
cigarettes and tobacco products or to encourage people not to smoke or to stop smoking.

10.2 Removal of Signage. Upon the expiration or the sooner termination of this Lease,
Tenant, if requested by Director, shall remove, obliterate, or paint out any and all signs, and similar
devices placed by Tenant on the Premises. In the event of the failure on the part of Tenanttoso
remove, obliterate, or paint out each and every sign so requested by Director, City may petform such
work and Tenant shall pay the cost thereof to City upon demand.

11.  WAIVER; INDEMNITY; INSURANCE

11.1  Waiver. Tenant, on behalf of itself and its successcrs and assigns, waives its rights to
recover from and forever releases and discharges City and all City Entities and their respective heirs,
successors, personal representatives and assigns, from any and all Losses whether direct or indirect,

. known or unknown, foreseen or unforeseen, that may arise on account of or in any way be connected
with (a) the physical and environmental condition of the Premises or any law or regulation applicable
thereto, including all Environmental Laws; (b) any damage suffered or sustained by Tenant or any
person whosoever may at any time be using or occupying or visiting the Premises or the Airport, or

(c) any act or omission {whether negligent, non-negligent, or otherwise) of Tenant or-any Tenant
Entity, whether or not such Losses shall be caused in part by any act, omission, or negligence of any of
City, Commission, its members, or any officers, agents, and employees of each of them, and their
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successors and assigns (each, a “City Entity”), except if caused by the sole gross negligence or willful
misconduet of City. In connection with the foregoing waiver, Tenant expressly waives the benefits of
Section 1542 of the California Civil Code, which provides as follows: “A GENERAL RELEASE
DOES NOT EXTEND TO CLAIMS WHICH THE CREDITOR DOES NOT KNOW OR EXPECT
TO EXIST IN HIS OR HER FAVOR AT THE TIME OF EXECUTING THE RELEASE, WHICH IF
KNOWN TO HIM OR HER MUST HAVE MATERJALLY AFFECTED HIS OR HER
SETTLEMENT WITH THE DEBTOR,”

112 Indemnity. In addition to, and not in limitation of the foregoing, Tenant shall forever
indemnify, defend, hold and save City and each City Entity free and harmless of, from and against any
and all Losses caused in whole or in part by (a) any act or omission of Tenant or any Tenant Entity,

(b) Tenant’s use of the Premises or operations at the Airport, or (¢) any default by Tenant or any
Tenant Entity hereunder, whether or not Losses shall be caused in part by any act, omission or
negligence of City or any City Entity. The foregoing indemnity shall not extend to any loss caused
solely by the sole gross negligence or willful misconduct of City.

11.3  Losses. For purposes hereof “Losses” shall mean any and all losses, liabilities,
judgments, suits, claims, damages, costs and expenses (including reasonable attorneys’ fees,
investigation costs, remediation costs, and court costs), of any kind or nature.

114 Notice. Without limiting the foregoing waiver and indemnity, each party hereto shall
give to the other prompt and timely written notice of any Loss coming to its knowledge which in any
way, directly or indirectly, contingently or otherwise, affects or might affect either, and each shall have
the right to participate in the defense of the same to the extent of its own interest.

11.5  Public Liability and Property Insurance.

@) Tenant, at its sole cost and expense, and for the full Term of the Lease or any
renewal thereof, shall obtain and maintain all of the following minimum insurance:

) An Aircraft Liability policy, with coverage of at least $500 million
combined single limit for bodily injury and property damage, which shall include but not necessarily
be limited to all of the following coverages: Aircraft Liability, including General Liability, Aircraft
Products and Completed Operations, Liquor Liability, Premises Liability, Products & Completed
Operations, Contractual Liability, Hangarkeepers Liability, Motor Vehicle Liability within the secured
side of the Airport, Cargo Legal Liability and Fueling and Refueling, if such operations are conducted
by Tenant.

(i)  Atleast $100 million War and Named Perils coverage for bodily injury
and property damage, each occurrence anid annual aggregate, or the U.S. Government equivalent. -

(iii) A Workers’ Compensation and Employers’ Liability policy written in
accordance with the laws of the state providing coverage for any and all employees of Tenant and
providing coverage as follows:
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a. Workers’ Compensation (Coverage A);

b. $2 million in Employers’ Liability (Coverage B);
¢. Broad Form All States Endorsement;

d. Voluntary Compensation Endorsement; and

e. Waiver of Subrogation in favor of City

(iv) A Commercial Business Auto policy with a minimum limit of not less
than $2 million combined single limit for bodily injury and property damage providing that coverages
shall be applicable to any and all leased, owned, hired or non-owned vehicles used in pursuit of any of
the activities associated with this Lease, Any and all mobile equipment, including cranes, which is not
covered under the Comprehensive Business Auto policy shall have said coverage prov1ded for under
the Comprehensive General Liability policy required above.

(v)  Property Insurance in an amount equal to “Value of Tenant
Improvements and Betterments” during the course of construction and after completion, Coverage
shall include Replacement Value, covering Tenant improvements and betterments, for Fire & Extended
Coverage, including Sprinkler Leakage, Vandalism & Malicious Mischief, and Debris Removal.

(b)  Any deductibles 01; self-insured retentions must be disclosed to the City.

© Except for U.S. government equivalent War and Named Perils coverage,
Workers Compensation/Employer’s Liability Insurance and Property Coverage, the insurance policies
shall contain, or be endorsed to contain, the following provisions:

(1) City and its officials, employees, agents and contractors shall be covered
_as addmonal insureds to the extent of Tenant's indemnity obligations under this Lease. The coverage
shall contain no special limitations on the scope of protection afforded to City, its officials, employees,
agents and contractors.

(i)  Tenant's insurance coverage shall be primary insurance with respect to
City, its officials, employees, agents and contractors. Any insurance or self-insurance maintained by
City, its officials, employees, agents or contractors, shall be excess of Tenant's insurance and shall not
contribute with it,

(d)  Any failure to comply with reporting provisions of the policies shall not affect
coverage provided to City, its officials, employees, agents or contractors.

() Coverage shall state that Tenant's insurance shall apply separately to each
insured against whom claim is made or suit is brought, except at the limits of the insurer's liability.

® City shall retain the right at any time to review the coverage, form, and amount
of the insurance required hereby, If, in the opinion of City, the insurance provisions in this Lease do .
not provide adequate protection for City and/or for members of the public, City may require Tenant to
obtain insurance sufficient in coverage, form, and amount to provide adequate protection. City's
requirements shall be commercially reasonable but shall be designed to assure protection from and
against the kind and extent of risk which exists at the time a change in insurance is required (provided

¢ ‘ -17-

China Airlines Limited
Lease - Airport Building 648

2584



such protection is available on commermally reasonable terms), and Tenant agrees to provide same
within thirty (30) days of receiving notice from City.

(g)  Provisions of this paragraph as to maintenance of insurance shall not be
construed as limiting in any way the extent to which Tenant may be held responsible for the payment
~of damages to persons or property resulting from its activities or of any person ot persons for which it
is otherwise responsible.

(h)  Each insurance policy required by this Section shall be endorsed to state that
coverage shall not be suspended, voided, canceled, or reduced in limits except after thirty (30) days
prior written notice has been given to City (notwithstanding the foregoing, the notice period for War
Risks and Named Allied Perils insurance may be seven (7) days or such lesser period as may be
customarily available, and the notice period for cancellations due to non-payment of premium for the

Property, Worker’s Compensation/Employers Liability, and Commercial Business Auto policies shall
be five (5) days).

(i) Insurance is to be placed with insurers reasonably acceptable to City's Risk
Manager. ,

® Tenant shall furnish City with certificates of insurance, and “Additional
Insured” endorsements where appropriate, as required by this clause. The certificates for each
insurance policy shall be signed by a person authorized by that insurer to bind coverage on its behalf.

(&)  Proof of insurance shall be mailed to the following address or any subssquent
address as may be directed in writing by the Airport Risk Manager, with a copy to Tenant’s Property
Manager at the address set forth in the Summary:

Adirport Risk Manager
San Francisco International Airport
PO Box 8097
“San Francisco, CA 94128
Fax: (650) 821-2825

)] Tenant shall either self-insure (by establishing reserves in accordance with
accepted accounting practices) ot procure and keep in force fire and extended coverage insurance upon
its leasehold improvements located at the Airport, to the full replacement cost, insurable value thereof
and shall furnish City, upon execution of this Lease, with evidence that such self-insurance reserves
have been established or such coverage has been procured and is being maintained in fu!l force and
effect. Said evidence of insurance shall be endorsed to requirc thirty (30) days written notice to City of
cancellation or material change and to provide that any insurance camed by City be excess insurance
only.

(m)  City and Tenant agree to have all property insurance carried with respect to the
Airport, the Premises or any property therein endorsed with a clause that waives all rights of
subrogation that the insurer of one party may have against the other party hereto. To that effect, City
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and Tenant will respectively employ diligent efforts to cause their insurance companies to endorse the
affected property insurance policies with a waiver of subrogation clause as required herein.

12.  DEPOSIT

12.1  Form of Deposit. Prior to the Commencement Date, Tenant will deliver to Director a
security deposit (the “Deposit”) in the Deposit Amount. Such Deposit shall be in the form of (a) a
surety bond payable to City, naming City as obligee, and otherwise in form satisfactory to City’s City
Attorney, and issued by a surety company satisfactory to Director, or (b) a letter of credit naming City
as beneficiary, and otherwise in form satisfactory to City’s City Attorney, issued by a bank satisfactory-
to Director. Such bond or letter of credit shall be renewed annually and increased annually such that at
all times, the Deposit is equal to six (6) times the monthly installment of the then current Annual Rent,
all at Tenant’s cost. Such bond or letter of credit shall be kept in full force and effect during the Term
to ensure the faithful performance by Tenant ofall covenants, terms, and conditions of this Lease,
including payment of Rent. Tenant shall cause the surety company or bank issuing such bond or letter
of credit to give Director notice in writing by registered mail at least forty-five (45) days prior to the
expiration date of such bond or letter of credit of its intention not to renew said bond or letter of credit.

12.2 Use of Deposit. If Tenant fails to pay Rent or otherwise defaults with respect to any
provision of this Lease, City may use, apply or retain all or any portion of the Deposit for the payment
of Rent or other charge in default or for the payment of any other sum to which City may become
obligated by reason of Tenant’s default or to compensate City for any loss or damage which City may
suffer thereby. If City so uses or applies all or any portion of the Deposit, Tenant, within ten (10) days
after demand therefore, shall deposit other security acceptable to Director with City in an amount
sufficient to restore the Deposit to the full amount thereof. In the event the bonding company or bank
declines to renew or elects to cancel the bond or letter of credit comprising the Deposit, Tenant shall, at
least fifteen (15) days prior to the expiration or cancellation date, replace such bond or letter of credit
with another bond or letter of credit, If Tenant fails to do so, City may, without notice to Tenant, draw
on the entirety of the Deposit and hold the proceeds thereof as security hereunder. City shall not be
required to keep the Deposit separate from its general accounts. If Tenant performs all of Tenant’s
obligations hereunder, the Deposit, or so much thereof as has not theretofore been applied by City,
shall be returned, without payment of interest or other increment for its use, to Tenant (or, at City’s
option, to the last assignee, if any, of Tenant’s interest hereunder) at the expiration of the Term, and
after Tenant has vacated the Premises. No trust relationship is created herein between City and Tenant
with respect to the Deposit.

123 Other Agreements. If Tenant defaults with respect to any provision of any other
agreement between City and Tenant, including the Other Agreements, City may use, apply or retain all
or any portion of the Deposit for payment of any sum owing to City or to which City may become
obligated by reason of Tenant’s default or to compensate City for any loss or damage which City may
suffer thereby. Likewise, if Tenant defaults with respect to any provision under this Lease, City may
use, apply, or retain all or any portion of any deposit provided under any other agreement between City
and Tenant, including the Other Agreements, for payment of any sum owing to City or to which City
may become obligated by reason of Tenant’s default or to compensate City for any loss or damage
which City may suffer thereby, In the event the Deposit or any other deposit is so used, Tenantshall
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deposit other security acceptable to Director with City in an amount sufficient to restore the Deposit to
the full amount thereof,

13. DAMAGE OR DESTRUCTION

13.1  Partial Destruction of the Premises. In the event the improvements on the Premises are
damaged by any casualty which is required to be insured against pursuant to this Lease, then Tenant
shall repair such damage as soon as reasonably possible and this Lease shall continue in full force and
effect. In the event such improvements are damaged by any casualty not covered under an insurance

policy required to be maintained pursuant to this Lease, then City may, at City’s option, either
~ (i) repair such damage as soon as reasonably possible at City’s expense, in which event this Lease shall
continue in full force and effect, or (ii) give written notice to Tenant within sixty (60) days after the
date of occurrence of such damage of City’s inténtion to terminate this Lease. Such termination shall
be effective as of the date specified in such notice. Notwithstanding the foregoing, if such damage is
caused by an act or omission to act of Tenant or a Tenant Entity, then Tenant shall repair such damage,
promptly at its sole cost and expense. In the event City elects to terminate this Lease pursuant to this
Section 13.1, Tenant shall have the right within ten (10) days after receipt of the required notice to
notify City of Tenant’s intention to repair such damage at Tenant’s expense, without reimbursement
from City, in which event this Lease shall continue in full force and effect and Tenant shall proceed to
make such repairs as soon as reasonably possible. If Tenant does not give such notice within the ten
- (10) day period, this Lease shall be terminated as of the date specified in City’s notice. City shall not
be required to repair any injury or damage by fire or other cause, or to make any restoration or .
replacement of any office fixtures, partitions, railings, ceilings, floor covering, equipment, machinery
or fixtures or any other improvements or property installed in the Premises by Tenant or at the direct or
indirect expense of Tenant, Tenant shall be required to restore or replace same in the event of damage.

132 Total Destruction of Premises. If the improvements on the Premises are totally
destroyed during the Term from any cause whether ot not covered by the insurance required herein
(including any destruction required by any authorized public authority}, this Lease shall automatically
terminate as of the date of such total destruction.

13.3  Partial Destruction of Airport Building. If fifty percent (50%) or more of the Airport
Building shall be damaged or destroyed by an insured risk, or if fifteen percent (15%) or more ofthe
Airport Building shall be damaged or destroyed by an uninsured risk, notwithstanding that the
Premises may be unaffected thereby, each of City and Tenant may elect to terminate this Lease by
giving notice to the other within ninety (90) days from the date of occurrence of such damage or
destruction, in which event the Term of this Lease shall expire on a mutually agreed upon date and
Tenant shall thereupon surrender the Premises to City as required hereunder.

134 Damage Near End of the Term. If during the last year of the Term the improvements on
the Premises are partially destroyed or damaged, City may at City’s option terminate this Lease as of
the date of occurrence of such damage by giving written notice to Tenant of City’s election to do so
within thirty (30) days after the date of occurrence of such damage. In the event City elects to
terminate this Lease pursuant hereto, Tenant shall have the right within ten (10) days after receipt of
the required notice to notify City in writing of Tenant’s intention to repair such damage at Tenant’s
expense, without rejimbursement from City, in which event this Lease shall continue in full force and
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effect and Tenant shall proceed to make such repairs as soon as reasonably possible. If Tenant does
not give such notice within the ten (10) day penod this Lease shall be terminated as of the date
specified in City’s notice.

13.5 No Abatement of Rent: Tenant’s Remedies. If the Premises are partially destroyed or
damaged, Tenant shall have no claim against City for anny damage suffered by reason of any such '
damage, destruction, repair or restoration. Tenant waives California Civil Code Sections 1932(2) and
1933(4) providing for termination of hiring upon destruction of the thing hired. In no event will
Tenant be entitled to an abatement of Rent resulting from any damage, destruction, repair, or
restoration described herein.

14. DEFAULT; REMEDIES

14.1 Event of Default. The occurrence of any one or more of the following events shall
constitute a breach of this Lease and an “Event of Default” hereunder:

(@  Tenant shall fail duly and punctually to pay Rent, or to make any other payment
required hereunder, when due to City, and such failure shall continue beyond the date specified in a
written notice of such default from Director, which date shall be no earlier than the third (3rd) day after
the effective date of such notice. Notwithstanding the foregoing, in the event there occurs two (2)
defaults in the payment of Rent or other payment during the Term, thereafter Tenant shall not be
entitled to, and City shall have no obligation to give, notice of any further defaults in the payment of
Rent or other payment. In such event, there shall be deemed to occur an “Event of Default”
immediately upon Tenant’s failure to duly and punctually pay Rent or other payment hereunder; or

(b)  Tenant shall become insolvent, or shall take the benefit of any present or future
insolvency statute, or shall make a general assignment for the benefit of creditors, or file a voluntary
petition in bankruptcy, or a petition or answer seeking an arrangement for its reorganization, or the
readjustment of its indebtedness under the federal bankruptcy laws, or under any other law or statute of
the United States or of any state thereof, or consent to the appointment of a receiver, trustee, or
liquidator of any or substantially all of its property; or

(¢ A petition under any part of the federal bankruptcy laws, or an action under any
present or future insolvency law or statute, shall be filed against Tenant and shall not be dismissed
within thlrty (30) days after the filing thereof; or

(d)  There shall occur a Transfer without the prior approval of City; or
(e) Tenant shall voluntarily abandon, desert or vacate the Premises; or

® Any lien shall be filed against the Premises as a result of any act or omission of
Tenant, and shall not be discharged or contested by Tenant in good faith by proper legal proceedings
within twenty (20) days after receipt of notice thereof by Tenant; or

® Tenant shall fail to provide the Deposit within ten (10) days after the Effective
Dateé or shall fail to maintain in full such Deposit at all times during the Term of this Lease, and such
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failure shall continue for a period of more than three (3) days after dehvery by Director of written
notice of such breach or default; or

(h)  Tenant shall fail to obtain and maintain the insurance required hereunder, or
provide copies of the policies or certificates to City as required herein; or

@ Tenant shall fail fo keep, perform and observe each and every other promise,
covenant and agreement set forth in this Lease, and such failure shall continue for a period of more
than three (3) days after delivery by Director of a written notice of such failure (the “First Notice”); or’
if satisfaction of such obligation requires activity over a period of time, if Tenant fails to commence
the cure of such failure within three (3) days after receipt of the First Notice, or thereafter fails to
diligently prosecute such cure, or fails to actually cause such cure within one hundred twenty (120)
days after the giving of the First Notice; or

® Tenant shall use or give its permission to any petson to use any portion ofthe -
Alrport or the Premises for any illegal purpose, or any purpose not approved by Director; or

(k)  There shall occur a default under any other agreement between Tenant and City,
including the Other Agreements, if any, and such default is not cured as may be provided in such
agreement; provided, however, that nothing herein shall be deemed to imply that Tenant shall be
entitled to additional notice or cure rights with respect to such default other than as may be provided in
such other agreement.

142 Remedies. Upon the occurrence and during the continuance of an Event of Default,
City shall have the following rights and remedies in addition to all other rights and remedies available
to City at law or in equity:

(@  City shall have the rights and remedies provided by California Civil Code
Section 1951.2 (damages on termination for breach), including the right to terminate Tenant’s right to
possession of the Premises. In the event this Lease is so terminated, Cxty may recover from Tcndnt the
following damages:

@ The “worth at the time of the award” of the unpaid Rent earned to the
time of termination hereunder;

@iy  The “worth at the time of the award” of the amount by which the
unpaid Rent which would have been earned after termination until the time of award exceeds the
amount of such rent loss that Tenant proves could be reasonably avoided; and

(iiiy  The “worth at the time of the award” of the amount by which the
unpaid Rent for the balance of the Term after the time of award exceeds the amount of such rent loss
that Tenant proves could be reasonably avoided; and

(iv)  Any other amount necessary to compensate City for all the detriment
proximately caused by Tenant’s failure to perform its obligations under this Lease or which in the
ordinary course of things would be likely to result therefrom.
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For purposes of the foregoing, the “worth at the time of award” of the amounts
referred to in clauses (i) and (ii) above is computed by allowing interest at the lower of eighteen
percent (18%) per annum and the highest rate legally permitted under applicable law. The “worth at
the time of award” of the amount referred to in clause (jii) above is computed by discounting such
amount at the discount rate of the Federal Reserve Bank of San Francisco at the time of award plus one
percent (1%). Notwithstanding any other provisions hereof, any efforts by City to mitigate damages
caused by Tenant’s breach of this Lease shall not constitute a waiver of City’s right to recover
damages hereunder and shall not affect the right of City to indemnification pursuant to the provisions
of Section 11 [Waiver; Indemnity; Insurance] hereof.

(b)  City shall have the right and remedy described in California Civil Code
Section 1951 .4, City may elect not to terminate this Lease and let this Lease continue, in which case
City may enforce all its rights and remedies under this Lease, including the right to recover Rent as it
becomes due under this Lease. Acts of maintenance or preservation or efforts to relet the Premises or
the appointment of a receiver upon the initiative of City to protect City’s interest under this Lease shall
not constitute a termination of Tenant’s right to possession.

©) City shall have the right and power, as attorney in fact for Tenant, to enter and to
sublet the Premises, to collect rents from all subtenants and to provide or arrange for the provision of
all services and fulfill all obligations of Tenant (as permitted in accordance with the terms of this
Lease) and City is hereby authorized on behalf of Tenant, but shall have absolutely no obligation, to
provide such services and fulfill such obligations and to incur all such expenses and costs as City
deems necessary in connection therewith. Tenant shall be liable immediately to City for all costs and
- expenses City incurs in collecting such rents and arranging for or providing such services or fulfilling
such obligations. City is hereby authorized, but not obligated, to relet the Premises or any part thereof
on behalf of Tenant, to incur such expenses as may be necessary to effect a relet and make said relet
for such term or terms, upon such conditions and at such rental as City in its sole discretion may deem
proper. Tenant shall be liable immediately to City for all reasonable costs City incurs in reletting the
Premises required by the reletting, and other costs. If City relets the Premises or any portion thereof,
such reletting shall not relieve Tenant of any obligation hereunder, except that City shall apply the rent
or other proceeds actually collected by it as a result of such reletting against any amounts due from
Tenant hereunder to the extent that such rent or other proceeds compensate City for the
nonperformance of any obligation of Tenant hereunder. Such payments by Tenant shall be due at such
times as are provided elsewhere in this Lease, and City need not wait until the termination of this
Lease, by expiration of the Term hereof or otherwise, to recover them by legal action or in any other
manner. City may execute any lease made pursuant hereto in its own name, and the lessee thereunder
shall be under no obligation to see to the application by City of any rent or other proceeds, nor shall
Tenant have any right to collect any such rent or other proceeds. City shall not by any reentry or other
act be deemed to have accepted any surrender by Tenant of the Premises or Tenant’s interest therein,
or be deemed to have otherwise terminated this Lease, or to have relieved Tenant of any obligation
hereunder, unless City shall have given Tenant express written notice of City’s election to do so as set
forth herein. - '
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(d  City shall have the right to have a receiver appointed upon application by Cityto
take possession of the Premises and to collect the rents or profits therefrom and to exercise all other
rights and remedies pursuant to this Section 14.2.

)] City shall have the right to enjoin, and any other remedy or right now or
hereafier available to a landlord against a defaulting tenant under the laws of the State of California or
the equitable powers of its courts, and not otherwise specifically reserved herein.

® City may elect to terminate any other agreement between Tenant and City,
including the Other Agreements, if any,

143  City’s Right to Perform. All agreements and provisions to be performed by Tenant
under any of the terms of this Lease shall be-at its sole cost and expense and without any.abatement of
Rent. If Tenant shall fail to make any payment or perform any act on its part to be performed
hereunder and such failure shall continue for ten (10) days after notice thereof by City, City may, but
shall not be obligated to d¢ so, and without waiving or releasing Tenant from any obligations of
Tenant, make any such payment or perform any such other act on Tenant’s part to be made or
performed as provided in this Lease. All sums so paid by City and all necessary incidental costs shall
be deemed Additional Rent hereunder and shali be payabie to City on demand, and City shall have (in
addition to any other right or remedy of City) the same rights and remedies in the event of the
nonpayment thereof by Tenant as in the case of default by Tenant iri the payment of Rent,

144  Rights Related to Termination. In the event of any termination based on any breach of

* the covenants, terms and conditions contained in this Lease, City shall have the option at once and
without further notice to Tenant to enter upon the Premises and take exclusive possession of the same.
City may remove or store any personal property located therein, at the sole cost and expense of Tenant
without City being liable to Tenant for damage or loss thereby sustained by Tenant. Upon such
termination by City, all rights, powers and privileges of Tenant hereunder shall cease, and Tenant shall
immediately vacate any space occupied by it under this Lease, and Tenant shall have no claim of any
kind whatsoever against City or any City Entity by reason of such termination, or by reason of any act
by City or any City Entity incidental or related thereto. In the event of the exercise by City of such
option to terminate, Tenant shall have no right to or claim upon any improvements or the value thereof,
which may have been prevxously installed by Tenant in or on the Premlses

14.5  Cumulative Rights. The exercise by Clty of any remedy prowded in this Lease shall be
cumulative and shall in no way affect any other remedy available to City under law or equity.

146 Prepayment. As provided in Section 4.3 [Prepay Rent], if Tenant defaults in the
paymem of Rent, City may require prepayment of Rent. Such right shall be in addition to and not in
lieu of any and all other rights hereunder, or at law or in equity.

147  Special Liguidated Damages. If Tenant defaults under any of the Lease terms specified
below, after notice by City that such a default has occurred, and affording Tenant ten (10) days to cure
such a default, Director may elect to impose the fines described below on the basis of per violation per
day: '
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Violation . : Section Fine
Violation of Premises Clause ’ 1 $300
Violation of Use Clause 3 $300
Failure to cause operations or ' 3.7 $300
Premises to comply with Laws ' '
Construction o Alterations without City 7.2 $300
approval -

Failure to make required repairs, keep Premises . 9 $300
in good clean operational condition, free from \

debris and pests

Failure to obtain or maintain 11 - $100
.insurance

Failure to obtain or maintain 12 © $100
Deposit

Director’s right to 1mpose the foregoing fines shall be in addition to and not in lieu of
any and all other rights hereunder, in the Airport Rules, or at law or in equity. City shall have no
obligation to Tenant to impose fines on or otherwise take action against any other tenant at the Airport.

THE PARTIES HAVE AGREED THAT A VIOLATION OF ANY OF THE ABOVE
TERMS SHALL RESULT IN CITY INCURRING DAMAGES, WHICH ARE IMPRACTICAL OR
IMPOSSIBLE TO DETERMINE. THE PARTIES HAVE AGREED THAT THE ABOVE FINES
ARE A REASONABLE APPROXIMATION OF SUCH DAMAGES. Such fines shall constitute
“Additional Rent”.

148 Commencement of Legal Actions. Any legal action by City to enforce any obligation
of Tenant or in the pursuit of any remedy hereunder shall be deemed timely filed if commenced at any
time prior to one (1) year after the expiration or termination of the Term hereof or prior to the
expiration of the statutory limitation period that would be apphcable except for this Section 14.8,
whichever period expires later. :

14.9  Waiver of Notice. Bxcept as otherwise expressly provided in this Section 14, Tenant
hereby expressly waives, so far as permitted by law, the service of any notice of intention to enter or
re-enter provided for in any statute, or of the institution of legal proceedings to that end, and Tenant,
for and on behalf of itself and all persons claiming through or under Tenant, also waives any right of
redemption or relief from forfeiture under California Code of Civil Procedure Sections 1174 or 1179,
or under any other present or future law, if Tenant is evicted or City takes possession of the Premlses
by reason of any default by Tenant hereunder.
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15.© SURRENDER

Tenant shall at the end of the Term surrender to City the Premises and all Alterations, additions
and.improvements thereto in the same condition as when received, ordinary wear and tear and damage
by fire, earthquake, act of God, or the elements excepted. Subject to City’s right to require removal
pursuant to Section 7 [Tenant Improvements; Alterations] hereof, all Alterations and improvements
installed in the Premises by Tenant (other than Tenant’s specialty equipment and trade fixtures), shall,
without compensation to Tenant, then become City’s property free and clear of all claims to or against
them by Tenant or any third person. In the event that Tenant shall fail to remove its personal property,
including specialty equipment and trade fixtures, on or before the Expiration Date, such personal
property shall become City’s property free and clear of all claims to or against them by Tenant or any
third person. In such event, City shall not be responsible for any Losses related to such personal
property, and City may sell or otherwise dispose of such personal property.

16, HAZARDOUS MATERIALS

16.1. Definitions. As used herein, the following terms shall have the meanings hereinafter set
forth: :

(@  “Environmental Laws” shall mean any federal, state, local or administrative
law, rule, regulation, order, or requirement relating to industrial hygiene, protection of human health
and safety, environmental conditions or Hazardous Materials, whether now in effect or hereafier
adopted or amended from time to time, including without limitation the Comprehensive Environmental
Response, Compensation and Liability Act of 1980, as amended (42 U.S.C. Sections 9601, et seq.), the
. Resources Conservation and Recovery Act of 1976 (42 U.S.C. Section 9601, et seq.), the Clean Water
Act (33 U.S.C. Section 1251, et seq.), the Safe Drinking Water Act (14 U.S.C. Section 401, et seq.),
the Hazardous Materials Transportation Act (49 U.S.C. Section 1801, et seq.), the Toxic Substance
Control Act (15 U.S.C. Section 2601, et seq.), the California Hazardous Waste Control Law
(California Health and Safety Code Section 25100, et seq.), the Porter-Cologne Water Quality Control
Act (California Water Code Section 13000, et seq.), and the Safe Drinking Water and Toxic
Enforcement Act of 1986 (California Health and Safety Code Section 25249.5, et seq. ); and applicable
and controlling federal or state court decisions.

()  “Hazardous Materials” shall mean (a) any material that, because of its
quantity, concentration or physical or chemical characteristics, is deemed by any federal, state or local
governmental authority to pose a present or potential hazard to human health or safety or to the air,
water, soil or.environment; and (b) any materials, substances, products, by products, waste, or other
materials of any nature or kind whatsoever whose presence in and of itself or in combination with
other materials, substances, products, by products, or waste may give rise to liability under any
Environmental Laws or permits, “Hazardous Material” includes any material or substance identified,
listed, or defined as a "hazardous waste" “hazardous substance,” or “pollutant” or “contaminant” or
term of similar import, or is otherwise regulated pursuant to Environmental Laws; any asbestos and
asbestos- containing materials; petroleum, mcludmg crude oil or any fraction thereof, natural gas or
natural gas liquids.
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© “Release” when used for Hazardous Materials shall include any actual spilling,
leaking, pumping, pouring, emitting, emptying, discharging, injecting; escaping, leaching, dumping, or
disposing into or on any property or the environment, and includes any threat of Release to the extent
regulated under Environmental Laws.

(d  “Pre-Existing Condition” means the existence of any Hazardous Materials on
the Premises immediately prior to December 9, 2000, the date on which Tenant initially took
possession of the Premises, including, without limitation, those conditions described in the reports
listed in Exhibit D attached hereto that are applicable to the Premises. A “Pre-Existing Condition”
shall not include the existence of any Hazardous Materials caused or contributed to by the act or
omission of Tenant or any Tenant Entity at anytime.

162 Tenant’s Covenants. Tenant covenants the following:

(@  Tenant and any Tenant Entity shall at all times and in all respects comply with
all Environmental Laws and permits applicable to Tenant’s operations on the Airport. The Release of
. Hazardous Materials is strictly prohibited, except in compliance with applicable Envuonmental Laws
or permits issued pursuant to applicable Environmental Laws.

. (b)  Neither Tenant nor any Tenant Entity shall cause any Hazardous Material to be
brought upon, kept, used, stored, generated, treated, managed, or disposed of in, on or about the
Airport, or transported to or from or within the Airport, except to the extent that such Hazardous
Material, in kind and quantity, is normally necessary or useful to Tenant’s conduct of the Permiitted
Uses under Section 3.1 and will be used, kept, and stored in a manner that complies with all applicable
Environmental Laws, the Airport Rules, and all other applicable laws. At all times, Tenant shall
ensure and certify that to the extent Tenant is required to decontaminate the Premises and/or dispose of
Hazardous Materials-under this Lease or applicable law, including Environmental Laws, that such
decontamination of the Premises and/or disposal of Hazardous Materials shall be performed in
compliance with the foregoing and any relevant pemnits. Any reuse of contaminated soil by Tenant at
the Airport shall be subject to: (a) this Section and considered a Release of Hazardous Materials caused
by Tenant and not a Pre-Existing Condmon, and (b) Director's approval in writing to the reuse of
contaminated soil.

(©) Tenant, at Tenant’s sole cost and expense, shall promptly investigate and
remediate, in accordance with requirements of all applicable Environmental Laws and permits, any
Release of Hazardous Materials on the Airport, including, but not limited to, any Release into soil or
groundwater, which was caused or results in whole or in part from the activities of Tenant or any
Tenant Entity, but excluding: (a) the disposal of Hazardous Materials through the Airport’s sewage
system so long as such disposal complies with all applicable Environmental Laws and any pre-
discharge treatment requirements issued by the Airport; or (b) the portions of said Release that the
Tenant demonstrates to the reasonable satisfaction of the City was caused exclusively by the City or

City Entity,

. _ In addition to any remedy provided in this Lease, City, in its discretion, may
after reasonable written notice to Tenant (except that notice is not required for any Release that poses
an imminent harm to the environment or other emergency situation), pay to have such Release
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investigated and remediated as required by applicable Environmental Laws, and Tenant shall
reimburse City for its share of the documented costs within thirty (30) days of City’s demand for
payment if: (a) Tenant does not promptly commence investigation of any such Release; (b) Tenant
does not diligently pursue appropriate remedial activities as required by applicable Environmental
Laws and permits; or (c) City determines that its performance of the investigation and/or remediation
is needed to achieve the City's operational needs or construction objectives. The failure to commence
investigation and provide City with a preliminary schedule for diligent pursuit of any required
remediation within thirty (30) business days after (a) Tenant's discovery of such Release or (b) notice

of such Release shall constitute pnma facie evidence of failure to promptly commence-investigation
and remediation. .

(d)  Tenant shall provide Director with a copy of any application for a permit, if
required, for use or storage of Hazardous Materials on the Airport from any regulatory agency
responsible for enforcement of applicable Environmental Laws and shall also provide a copy of any.
permit received from such agency.

163 Access for Environmental Inspection. City shall have reasonable access to the Premises
- to inspect the same in order to confirm that Tenant is using the Premises in accordance with all
applicable Environmental Laws or permits. City will, where practical, give Tenant the opportunity to
have a Tenant representative present during the inspection. Tenant shall cooperate fully with any such
inspections provided that such inspections shall not unreasonably interfere with Tenant's operations.

164  Liability, In addition to any remedy provided in this Lease, Tenant shall be solely and
fully responsible and liable for costs, including without limitation costs of clean-up or other remedial
activities, fines or penalties assessed directly against the Airport, attributable to (a) storage, use or
disposal of Hazardous Materials on the Airport by Tenant or any Tenant Entity; or (b) any Hazardous
Material release or discharge which is caused or results from the activities of Tenant or any Tenant
Entity.

16,5 Environmental Indemnity, Tenant shall indemnify, defend, and hold harmless City
from and against any and all losses resulting or arising from: (a) a breach by Tenant of its obligations
contained in Section 16.2; (b) any Release of Hazardous Material from, in, on or about the Airport
caused by the act or omission of Tenant or any Tenant Entity or otherwise arising from Tenant’s
operations hereunder; or (c) the existence of any Hazardous Materials on the Premises, except to the
extent that (i) Tenant can demonstrate to the reasonable satisfaction of City that such Hazardous
Materials constitutes a Pre-Existing Condition and Tenant or Tenant Entity did not exacerbate such .
Pre-Existing Condition, or (ii) such Hazardous Material was exclusively caused by City or a third party
other than an Tenant Entity. Nothing herein shall constitute a release of Tenant for any losses arising
out of any Pre-Existing Conditions to the extent Tenant is responsible thexefore pursuant to any other
agreement or under applicable law.

16.6  Environmental Audit. Upon reasonable written notice, Director shall have the right but
not the obligation to conduct or cause to be conducted by a firm acceptable to Director, an
environmental audit of the Premises and Tenant's operations, equipment and fixtures thereon for the
purpose of assessing Tenant's compliance with Environmental Laws and permits. City will give
Tenant an opportunity to have a Tenant representative present during the audit. Tenant shall pay all
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reasonable costs associated with said audit, but only to the extent City’s actions are consistent with
Section 16.2(C), in the event such audit shall disclose any Hazardous Materials contamination as to
which Tenant is liable hereunder. Tenant shall be provided the opportunity to review and comment on
the report of the audit results prior to finalization. Tenant will promptly correct any deficiencies
associated with its compliance with this Lease or Environmental Laws or permits as identified in the
final audit report.

16,7  Notice by Tenant. Tenant shall give City verbal and written notice of any unauthorized
Release of any Hazardous Material, except for Releases considered to be de minimis under
Environmental Laws, known to Tenant, Such report shall be made in conformance with those
procedures established in the Airport Rules. In addition, to the extent known to Tenant, Tenant shall
notify City in writing, to the extent related to the Airport, of: (a) a pre-existing condition of
contamination other than such conditions previously disclosed to the Tenant by City; (b) any
enforcement, clean-up, removal or other government or regulatory action instituted, completed or
threatened against Tenant ot the Airport pursuant to any Environmental Laws; (c) any claim made or
threatened by any person against Tenant or the Airport relating to damage, contribution, cost recovery
compensation, loss or injury resulting from or claimed to result from any Hazardous Materials on or
abouit the Premises; and (d) any reports made by Tenant to any environmental agency arising out of or
in connection with any Hazardous Materials or pursuant to any Environmental Laws or permits on or
about the Premises. Tenant shall also supply to City as promptly as possible, and in any event within
ten (10) business days after Tenant first receives or sends the same, with copies of all claims, reports,
complaints, notices or warnings of, and any other communications related to asserted violations of
Environmental Laws or permits by Tenant relating in any way to the Premises or Tenant’s use thereof.

16.8  Stormwater. Notwithstanding any other provisions or terms of this Lease, Tenant
acknowledges that certain properties within the Airport are subject to federal and state stormwater
rules and regulations. Tenant agrees to observe and abide by such stormwater rules and regulations as
may be applicable to City's property and Tenant's use thereof.

(8  City and Tenant both acknowledge that cooperation is necessary to ensure
compliance with any stormwater discharge permit terms and conditions, as well as to ensure safety and
to minimize cost of compliance. Tenant acknowledges further that it may be necessaty to undertake
such actions to minimize the exposure of stormwater to "significant materials" generated, stored,
handled or otherwise used by Tenant, as such term may be defined by applicable stormwater rules and
regulations, by implementing and maintaining "best management practices” as that term may be
defined in applicable stormwater rules and regulations.

()  City will provide Tenant with written notice of any stormwater discharge permit
requirements applicable to Tenant and with which Tenant may be obligated to comply from time-to-
time, including, but not limited to: certification of non-stormwater discharges; collection of
stormwater samples if required by law; preparation of stormwater pollution prevention or similar
plans; implementation of best management practices; and maintenance of necessary records. Such
written notice shall include applicable deadlines. Tenant shall agree that within thirty (30) days of
receipt of such written notice it shall notify City in writing if it disputes any of the stormwater permit
requirements it is directed to undertake. If Tenant does not provide such timely notice, Tenant will be
deemed to assent to undertake such stormwater permit requirements applicable to Tenant’s operations.
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In that event, Tenant agrees to undertake, at its sole expense, unless otherwise agreed to in writing
between City and Tenant, those stormwater permit requirements applicable to Tenant’s operations for
which it has received written notice from City, and Tenant agrees that it will hold harmless and
indemnify City for any violations or non-compliance with any such permit requirements. Additionally,
City will endeavor, where practical, to notify Tenant in advance of negotiations with federal or state
regulators concerning new or revised stormwater permit conditions that directly affect the Tenant.

169  Tenant Obligations upon Termination. Prior to vacating the Premises, and in addition
to all other requirements under this Lease and without limiting Tenant's indemnification obligations
herein, Tenant shall:

(@  Remove any Hazardous Materials on the Premises except (i) to the extent
Tenant demonstrates to the reasonable satisfaction of City that said Hazardous Material constitutes a
Pre-Existing Condition and Tenant or Tenant Entity did not exdcerbate said Pre-Existing '
Contamination; (ii) to the extent the Tenant can demonstrate to the reasonable satisfaction of City that
said Hazardous Material was exclusively caused by City or a third party other than an Tenant Entity; or
(iii) said Hazardous Material is addressed pursuant to Section 16.9(b). Moreover, Tenant shall
demonstrate to City’s reasonable satisfaction that such removal is in compliance with all applicable
Environmental Laws and permits, including without limitation conducting any environmental audits
and/or site investigations as may be reasonably required by City to demonstrate such removal has been
completed according to the terms of this Lease. This removal and demonstration shall be a condition
precedent to City’s return of the Deposit, if any, to Tenant upon termination or expiration of this Lease.

_ (b) = With respect to any Release of Hazardous Materials on the Premises not
removed pursuant to Section 16.9(a) above and not subject to the exceptions therein, Tenant shall
promptly investigate and remediate it in accordance with the requirements of all applicable
Environmental Laws and permits ("Tenant's remediation"), If Tenant's remediation will leave
Hazardous Materials at the Airport (including but not limited to in the soil or groundwater), prior to
completion of the remediation, the Tenant shall: (i) obtain the City's written determination that such
Hazardous Materials will not interfere with any reuse of the Premises reasonably contemplated or
anticipated by the City; (ii) provide the City with a plan for long-term care and surveillance of any
such Hazardous Material and (iif) provide the City with a written acknowledgement of responsibility
and indemnification for any and all losses or disruption associated with such contamination. The
Tenant's full compliance with this Section 16.13(b) shall be a condition precedent to the City's return
- of the Deposit, if any, to Tenant upon termination or expiration of this Lease.

16.10 Cumulative Remedies. All remedies of the City as provided herein with regard to
Hazardous Materials or any actual or threatened violations of any Environmental Laws and permits are
deemed to be cumulative in nature. The City's right to indemnification as provided in this Section shall
survive the expiration or early termination of this Lease with respect to occurrences during the Term of
this Lease. :

16,11 Prior Agreements. Notwithstanding any provisions in this Lease, nothing herein shall
affect the terms and conditions of any prior settlement agreements reached between City and Tenant
relating to Hazardous Materials at the Airport, including the civil action captioned City and County of

-30 -

China Airlines Limited
Lease - Airport Building 648

2597



San Francisco v. Atlantic Richfield et al (N.D. Cal. Case No. C97-2965), and nothing herein shall be
construed in any way to limit the releases granted by the parties in those prior agreements.

17.  EMINENT DOMAIN

17.1  Definitions. For purposes of this Section 17, the following capitalized terms shall have
the following meanings:

(®  “Award” means all compensation, sums or value paid, awarded or received for
- a Taking, whether pursuant to judgment, agreement, settlement or otherwise.

() “Date of Taking” means the earlier of: (a) the date upon which title to the
portion of the Premises taken passes to and vests in the condemnor, and (b) the date on which Tenant is
dispossessed. :

(©) “Taking” means a taking or damaging, including severance damage, by
eminent domain, inverse condemnation or for any public or quasi-public use under applicable Laws, A
Taking may occur pursuant to the recording of a final order of condemnation, or by voluntary sale or
conveyance in lieu of condemnation or in settiement of a condemnation action.

172 General. If during the Term or during the period between the execution of this Lease
and the Cormnmencement Date, any Taking of all or any part of the Premises or any interest in this
Lease occurs, the rights and obligations of the parties hereunder shall be determined pursuant to this
Section 17. City and Tenant intend that the provisions hereof govern fully in the event of a Taking and
accordingly, the Parties each hereby waives any right to terminate this Lease in whole or in part under
Sections 1265.120 and 1265.130 of the Cahfomla Code of Civil Procedure or under any similar Law
DOW or hereafter in effect,

17.3  Total Taking: Automatic Termination. If a total Taking of the Premises occurs, then
this Lease shall terminate as of the Date of Taking,

174 Partial Taking; Election to Terminate. I fa Taking of any portion (but less than all) of
the Premises occurs, then this Lease shall terminate in its entirety if all of the following exist: (a) the
partial Taking renders the remaining portion of the Premises untenantable or unsuitable for continued
use by Tenant for the Permitted Use; (b) the condition rendering the Premises untenantable or
unsuitable either is not curable or is curable but City is unwilling or unable to cure such condition; and

.(¢) City elects to terminate. If a partial Taking of a material portion of the Airport Building occurs,
City shall have the right to terminate this Lease in its entirety. City’s elections to terminate this Lease
pursuant to this Section 17 shall be exercised by City’s giving notice to Tenant on or before the date
that is one hundred twenty (120) days after the Date of Taking, and thereafter this Lease shall
terminate upon on the thirtieth (30th) day after such notice is given,

17.5 Tenant Monetary Obligations; Award. Upon termination of this Lease pursuant to an
election under Section 17.4 [Partial Taking; Election to Terminate] above, then: (a) Tenant’s obligation
to pay Rent shall continue up until the date of termination, and thereafter shall cease, and (b) City shall
be entitled to the entire Award in connection therewith (including any portion of the Award made for
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the value of the leasehold estate created by this Lease), and Tenant shall have no claim against City for
the value of any unexpired term of this Lease, provided that Tenant may make a separate claim for
compensation, and Tenant shall receive any Award made specifically to Tenant, for Tenant’s .
relocation expenses or the interruption of or damage to Tenant’s business or damage to Tenant's
personal property.

17.6  Partial Taking; Continuation of Lease. If a partial Taking of the Premises occurs and
this Lease is not terminated in its entirety under Section 17.4 [Partial Taking; Election to Terminate]
above, then this Lease shall terminate as to the portion of the Premises so taken, but shall remain in full
force and effect as to the portion not taken, and the rights and obligations of the Parties shall be as
follows: (a) the Rent shall be adjusted by Director to reflect the Taking, and (b) City shall be entitled to
the entire Award in connection therewith (including, but not limited to, any portion of the Award made
for the value of the leasehold estate created by this Lease). Tenant shall have no claim against City for
the value of any unexpired Term of this Lease, provided that Tenant may make a separate claim for .
compensation. Tenant shall retain any Award made specifically to Tenant for Tenant’s relocation

_expenses or the interruption of or damage to Tenant’s business or damage to Tenant’s personal
property.

17.7  Temporary Takings. Notwithstanding anything to contrary in this Section, if a Taking
occurs with respect to all or any part of the Premises for a limited period of time not in excess of one
hundred eighty (180) consecutive days, this Lease shall remain unaffected thereby, and Tenant shall
continue to pay Rent, and to perform all of the terms, conditions and covenants of this Lease. In the
event of such temporary Taking, City shall be entitled to receive any Award.

18. MISCELLANEOUS PROVISIONS

18.1  Airport Intellectual Property. Pursuant to Resolution No. 01-0118, adopted by the
Airport Commission on April 18, 2001, the Airport Commission affirmed that it will not tolerate the
unauthorized use of its intellectual property, including the SFO logo, CADD designs, and copyrighted
publications. All proposers, bidders, contractors, tenants, permitiees, and others doing business with or
at the Airport (including subcontractors and subtenants) may not use the Airport intellectual property,
or any intellectual property confusingly similar to the Airport intellectual property, without the
Director’s prior consent,

182  Labor Disputes. Tenant agrees to use commercially reasonable efforts to avoid
disruption to City, other airlines, Airport tenants, or members of the public arising from labor disputes
involving Tenant, and in the event of a strike, picketing, demonstration or other labor difficuity
involving Tenant, to use commercially reasonable efforts, including the utilization of available legal
remedies, to minimize or eliminate any disruption to City, other airlines, Airport tenants, or members
of the public, arising from such strike, picketing, demonstration or other labor difficulty.

18.3  No Individual Liability. No Commissioner, director, officer, agent or employee of
either party shall be charged personally or held contractually liable by or to the other party under any
term or provision of this Lease or because of any breach thereof or because of its or their execution or
attempted execution. ‘ ‘
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184  Agreements with Governments. Except for the payment of Annual Rent and other fees
provided for herein, this Lease is subject and subordinate to the provisions of any agreement and
amendments thereto heretofore made between City and the United States, relative to the operation or
maintenance of the Airport, the execution of which has been required as a condition precedent to the
transfer of federal rights or property to City for Airport purposes, or to the expenditure of federal funds
for the extension, expansion, or development of the Airport, including the expenditure of federal funds
for the development of the Airport in accordance with the provisions of the Federal Aviation Act of
1958, as it has been amended from time to time. '

18.5 Governing Law. This Lease shall be deemed to have been made in, and be construed in
accordance with, the laws of the state and the City Charter. This Lease is govemed by and subject to
" the provisions of the City Charter,

18.6 Notices. Any notice given under this Lease shall be effective only if in writing and
given by delivering the notice in person or by sending it first-class mail or certified mail with a return
receipt requested or by overnight courier, return receipt requested, with postage prepaid, to:

(a) Tenant, (i) at Tenant’s address set forth in the Tenant’s Address Notice, or (ii) at any place where
Tenant or any agent of Tenant may be found if sent subsequent to Tenant’s vacating, abandoning or
surrendering ‘the Premises; or (b) City, at City’s address set forth in the City’s Notice Address; or (c) to
such other address as either City or Tenant may designate as its new address for such purpose by notice
given to the other in accordance with the provisions of this Section at least ten (10) days prior to the
effective date of such change. Any notice hereunder shall be deemed to have been given two (2) days
after the date when it is mailed if sent by first class or certified mail, one day after the date it is mailed
if sent by overnight courier, ot upon the date personal delivery is made. For convenience of the
parties, copies of notices may also be given by facsimile to the telephone number set forth in the City’s
Notice Address and the Tenant’s Notice Address or such other number as may be provided from time
to time; however, neither party may give official or binding notice by facsimile. Tenant shall promptly
provide City with copies of any and all notices received regarding any alleged violation of laws or
insurance requirements or any alleged unsafe condition or practice related to Tenant’s use of, or its
operations at, the Airport. Any provision herein that one party shall notify the other of some matter is
to be construed as a requirement that notice is to be given in accordance with the provisions of this
Section. :

18,7 No Implied Waiver. No failure by City to insist upon the strict performance of any
obligation of Tenant under this Lease or to exercise any right, power or remedy arising out of a breach
thereof, irrespective of the length of time for which such failure continues, prior to the expiration of the
Term by any City, shall constitute a waiver of such breach or of City’s right to demand strict
compliance with such term, covenant or condition or operate as a surrender of this Lease. No express
written waiver of any default or the performance of any provision hereof shall affect any other default
or performance, or cover any other period of time, other than the default, performance or period of
time specified in such express waiver, One or more written waivers of a default or the performance of
any provision hereof shall not be deemed to be a waiver of a subsequent default or performance. Any
consent by City hereunder shall not relieve Tenant of any obligation to secure the consent of City in
any other or future instance under the terms of this Lease,
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18.8  Federal Grant Agreement Covenants. Tenant acknowledges that City is subject to
Federal Grant Agreement obligations as a condition precedent to granting of funds for improvement of
the Airport, and, accordingly, agrees to be bound by the following covenants provided by the FAA, as
they may apply to Tenant,

(a) Tenant for itself, its personal representatives, successors in interest, and assigns,
as part of the consideration hereof, does hereby covenant and agree that in the event facilities are
constructed, maintained, or otherwise operated at the Airport for a purpose for which a DOT program
or activity is extended, or for another purpose involving the provision of similar services or benefits,
Tenant shall maintain and operate such facilities and services in compliance with all other
requirements imposed pursuant to Title 49, Code of Federal Regulations, DOT, Sub-title A, Office of
the Secretary, Part 21, Nondiscrimination in Federally-Assisted Programs of the Department of
Transportation-Effectuation of Title VI of the Civil Rights Act of 1964, and as said regulations may be
amended.’

)] Tenant for itself, its personal representatives, successors in interest, and assigns,
as part of the consideration hereof, does hereby covenant and agree that (1) no person on the grounds
of race, color, or national origin shall be excluded from participation, denied the benefits of, or be
otherwise subjected to discrimination in the use of said facilities, (2) that in the construction of any
improvements on, over, or under the Airport and the furnishing of services thereon, no person on the
grounds of race, color, or national origin shall be excluded from participation or denied the benefits of, '
or otherwise be subjected to discrimination, (3) that Tenant shall use all City premises in compliance
with all other requirements imposed by or pursuant to Title 49, Code of Federal Regulations, DOT,
~ Sub-title A, Office of the Secretary, Part 21, Nondiscrimination in Federally-Assisted Programs of the
Department of Transportation-Effectuation of Title VI of the Civil Rights Act of 1964, and as said
Regulations may be amended,

. © That in the event of breach of any of the above nondiscrimination covenants
Clty shall have the right to terminate this Lease, to re-enter and repossess any of said Airport premlses
and the facilities thereon, and to hold the same as if this Lease had never been made or issved. This
provision shall not become effective until the procedures of 49 CFR Part 21 are followed and
completed including expiration of appeal rights.

(d) ~ Tenant shall furnish its accommodations and/or services on a fair, equal and not
unjustly dlscrlmmatory basis to all users thereof and it shall charge fair, reasonable and not unjustly
discriminatory prices for each unit or service; provided, that Tenant may be allowed to make
reasonable and nondiscriminatory discounts, rebates or other similar types of price reductions to
volume purchasers.

(¢)  Non-compliance with Subsection (d) above shall constitute a material breach of
this Lease and in the event of such non-compliance City shall have the right to terminate this Lease and
any estate hereby created without liability therefor or, at the election of City or the United States, either

“or both said governments shall have the right to judicially enforce Subsections (a), (b), (d), and (d) of
this Section.
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® Tenant agrees that it shall insert or incorporate by reference the provisions in
Subsections (a)-(e) of this Section in any agreement by which Tenant grants a right or privilege to any
person, firm or corporation to render accommodations and/or services to the public at the Airport.

()  Tenant assures that it will comply with pertinent statutes, executive orders and
such rules as are promulgated to assure that no person shall, on the grounds of race, creed, color,
national origin, sex, age, or handicap, be excluded from participating in any activity conducted with or
benefiting from federal assistance. This paragraph obligates Tenant or its transferee for the period
during which federal assistance is extended to the airport program, except where federal assistance is
to provide, or is in the form of, personal property or real property or interests therein or structures or
improvements thereon. In these cases, this paragraph obligates the party or any transferee for the
longer of the following periods: (i) the period during which the property is used by the sponsor or any
transferee for a purpose for which federal assistance is extended, or for another purpose involving the
provision of similar services or benefits; or (ii) the period during which the airport sponsor or any
transferee retains ownership or possession of the property. In the case of contractors, this paragraph
binds the contractors from the bid solicitation period through the completion of the contract.

(h)  Notwithstanding anything set forth herein to the contrary, to the extent required:
(a) under the Master Bond Documents; or (b) by the FAA, the DOT, the TSA or a similar
governmental authority, other than City, having jurisdiction over the Airport, City reserves the right to
further develop or improve the landing area of the Airport as required, regardless of the desires or
views of Tenant and without interference or hindrance.

@ This Lease shall be subordinate to the provisions and requirements of any
-existing or future agreement between City and the United States relative to the development, operation
or mamtenance of the Airport.

(]) Tenant agrees to comply with the notification and review requirements covered
in Part 77 of the Federal Aviation Regulations in the event any future structure or building is planned
for the Airport premises or in the event of any planned modification or alteration of any present or
future building or structure situated on the leased premises.

(k)  Tenant, by accepting this Lease, agrees for itself and its successors and assigns
that it will not make use of the Airport premises in any manner which might interfere with the landing
and takmg off of aircraft from the Airport or otherwise constitute a hazard. In the event the aforesaid
covenant is breached, City reserves the right to enter upon the Airport premises and cause the

abatement of such interference at the expense of Tenant.

O Tenant, by accepting this Lease, expressly agrees for itself and its successors
and assigns that it will not erect nor permit the erection of any structure or object, nor permit the
growth of any tree on the Airport premises, above the main sea level elevation that would exceed FAR
Part 77 standards or elevations affecting the Airport navigable airspace. In the event the aforesaid
covenants are breached, City reserves the right to enter upon the permitted premises and to remove the
offending structure or object and cut the offending tree, all of which shall be at the expense of Tenant.
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189  Force Majeure. Neither City nor Tenant shall be deemed in violation of this Lease if it
is prevented from performing any of its obligations hereunder by reason of strikes, boycotts, labor
disputes, embargoes, shortages of material, acts of terrorism, riots, rebellion, sabotage or any other
casualty which is not within its control; provided, however, that these provisions shall not excuse
Tenant from payment of the Annual Rent and other fees specified in this Lease.

18,10 Environmental Sustainability Measures. From time to time, City may adopt certain
environmental sustainability measures to minimize the environmental footprint of Airport operations.
Airlines operating at the Airport may also pursue various sustainability measures. City encourages
such initiatives and from time to time may call upon Tenant to cooperate with City where practicable
in implementing sustainability measures that impact Tenant operations, such as energy and water
conservation, solid waste reduction and recycling, electrification of ground services equipment,
maximizing the use of preconditioned air, or single engine taxiing, provided that such sustainability
measures are lawful. Tenant shall agree to implement sustainability measures as required to meet City,
state and federal regulations.

18.11 [Invalid Provisions and Severability. In the event any covenant, condition or provision
herein contained is held to be invalid or unenforceable by a court of competent jurisdiction, the
invalidity or unenforceability of any such covenant, condition or provision shall in no way atfect any
other covenant, condition or provision herein contained, provided the invalidity or unenforceability of
any such covenant, condition or provision does not materially prejudice either City or Tenant in their
respective rights and obllgatmns contained in the valid covenants, conditions and provisions of this
Lease.

18.12 Headings. The headings of the several Sections of this Lease are inserted-only as a
matter of convenience and for reference and in no way define, limit or describe the scope or intent of
any provisions of this Lease, and shall not be construed to affect in any manner the term and provisions
hereof or the interpretation or construction thereof. : ”

18.13 Non-Exclusiveness of Tenant's Rights. Nothing herein contained shall be deeimed to
grant to Tenant any exclusive right or privilege within the meaning of 49 U.S.C. Section 40103(¢) ox
49 U.S.C. Section 47107(a)(4) for activity on the Airport, except that, subject to the terms and
provisions hereof, Tenant shall have the exclusive use of the Premises, if any, permitted to Tenant
under the provisions of this Lease.

18.14 Withholding Required Approvals. Whenever the approval of the Director,
Commission, City or Tenant is required herein, no such approval shall be unreasonably refused,
withheld or delayed.

18.15 Declaration Regarding Airport Private Roads. Tenant hereby acknowledges and agrees
that all roads existing at the date of execution hereof within the boundaries of the Airport, as shown on
the current official Airport plan and as it may be revised, are thé private property and private roads of
City, with the exception of that portion of the Old Bayshore Highway which runs through the southern
limits of the City of South San Francisco and through the northern portion of the Airport to the
intersection with the North Airport Road, and with the exception of that portion of the North Airport
Road which runs from the off- and on-ramps of the State Bayshore Freeway to the intersection with
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said Old Bayshore Highway. It further acknowledges that any and all roads hereafter constructed or
opened by City within the Airport boundaries will be the private property and roads of City, unless
otherwise designated by appropriate action,

18.16 Subordination of Lease.

(@  This Lease and all rights of Tenant and City hereunder are expressly subject to
the lien of any pledge, transfer, hypothecation or assignment made at any time by City to secure
Airport Revenue Bonds and to the terms and conditions of the Master Bond Documents. Tenant
acknowledges that any failure by Tenant to make payments under this Lease as and when such
payments are due may result in a default by City on such Airport Revenue Bonds and related
agreements.

(b)  With respect to property permitted by City to Tenant hereunder which was or is
to be acquired by City with proceeds of Airport Revenue Bonds, the interest on which is, or is intended
to be, excludable from the gross income of the holders of such Airport Revenue Bonds for federal
income tax purposes, the parties hereby covenant not to take or fail to take any action that would
impair the tax-exempt status of such Airport Revenue Bonds. In particular, Tenant shall make an
irrevocable election not to claim depreclatlon or an investment credit with respect to any property
pemntted to Tenant hereunder.

(¢)  Tenant agrees to execute all instruments, certificates, or other documents
reasonably requested by City to assist City and bond counsel in determining and assuring that Airport
Revenue Bonds are issued in compliance with applicable rules and regulations of the Internal Revenue
Service and the Securities and Exchange Commission, and Tenant shall provide whatever additional
- relevant information is reasonably requested by City initially or on an ongoing basis in connection with
complying with any of those rules and regulations.

18.17 Inspection of Records. Tenant and City, each at its own expense and upon reasonable
notice, shall have the right to inspect the books, records and other data of the other party relating to the
provisions and requirements hereof, provided such inspection is made during regular business hours.
City agrees to provide Tenant with a copy of the report of the annual audit covering the Airport.

18.18 Successors and Assigns. All of the terms, provisions, covenants, stipulations,
conditions and considerations in this Lease shall extend to and bind the legal representatives,
successors (except as to the Annual Rent and other fees and charges), and assigns of the respective
parties hereto. 4

18.19 Taxes, Assessments and Liens.

(@  Tenant shall pay all taxes, assessments and charges of a like nature, if any
(including any possessory interest tax), which at any time during the term of this Lease may be levied
against Tenant or become a lien by virtue of any levy, assessment or charge against Tenant by the
federal government, the state, San Mateo County or any governmental successor il authority to the
foregoing, or any other tax- or assessment-levying bodies, in whole or in part, upon or.in respect to (a)
the Premises or such facilities of the Airport as are made available for use by Tenant hereunder or (b)
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any personal property belonging to Tenant sitvated on or in the Premises. The property interest of
Tenant, if any, created by this Lease may be subject to property taxation, and Tenant may be subject to
the payment of property tax levied on such interest. Payment of such additional charges for all such
taxes, assessments and charges, when and if levied or assessed, shall be made by Tenant directly to the
taxing or assessing authority charged with collection thereof, in which event Tenant shall be
responsible for obtaining bills for all of said taxes, assessments and charges and promptly promdmg
City with evidence of payment therefor,

(b)  Tenant may, at its expense, contest the amount or validity of any tax or
assessment or the inclusion of the Premises as taxable or assessable property directly against the taxing
or assessing authority. Tenant shall indemnify City from all taxes, penalties, costs, expenses, and
attorneys’ fees incurred by City resulting directly or indirectly from all such tax contests other than
contests of City-imposed taxes.

(¢)  Upon any termination of this Lease, all lawful taxes then levied or a lien upon
any of such property or taxable interest therein shall be paid in full by Tenant forthwith or as soonas a
statement thereof has been issued by the tax collector if termination occurs during the interval between
the attachment of the lien and the issuance of the statement.

18.20 Appendices, Exhibits and Schedules. All exhibits referred to herein and all exhibits and
schedules referred to in any appendices, and any appendices, exhibits or schedules which may, from
time to time, be referred to in any duly executed amendment hereto are (and including future
amendments, shall be) by such reference incorporated herein and shall be deemed a part of this Lease
as fully as if set forth herein. In the event of any inconsistency between an exhibit or schedule and any
provision of this Lease, such provision shall prevail.

1821 Entire Agreement, The parties intend that this Lease (including all of the attached

exhibits, which are made a part of this Lease) shall be the final expression of their agreement

.concerning the subject matter hereof and may not be contradicted by evidence of any prior or
contemporaneous written or oral agreements or understandings. The parties further intend that this
Lease shall constitute the complete and exclusive statement of its terms and that no extrinsic evidence
whatsoever (including prior drafis hereof and changes therefrom) may be introduced in any judicial,
administrative or other legal proceeding involving this Lease. Tenant hereby acknowledges that
neither City nor City’s agents have made any representations or warranties concerning the Premises or
this Ledse except as expressly set forth herein, and no rights, easements or licenses are or shall be
acquired by Tenant by implication or otherwise unless expressly set forth herein.

18.22  Approvals. All approvals, consents, waivers, and determinations to be made by City or
Commission hereunder can be given, withheld, or made by Director, unless otherwise provided or
required. All approvals, consents, waivers, and determinations to be made by Tenant can be made by
the Tenant Representative, unless otherwise provided or required. Without limiting the generality of
the foregoing, if a Terminal Company of which Tenant is a member is representing Tenant for certain
limited purposes under this Lease and such representation is consistent with the organizational
documents of such Terminal Company, City may rely on an approval, consent, waiver, or
determination of such corporation or committee for such purposes. In no event shall a Terminal
Company be authorized to amend or modify this Lease on behalf of Tenant.
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18.23 Amendments. Neither this Lease nor any terms or provisions hereof may be changed,
waived, discharged or terminated, except by a written instrument signed by the party against which the
enforcement of the change, waiver, discharge or termination is sought. Whenever this Lease requires
or permits the giving by City of its consent or approval, the Director, or his or her designee shall be
authorized to provide such approval, except as otherwise provided by applicable law, including the
Charter. Any amendments or modifications to this Lease, including, without limitation, amendments
to or modifications to the exhibits to this Lease, shall be subject to the mutual written agreement of =
City and Tenant, and City’s agreement may be made upon the sole approval of the Director, or his or
her designee. ' :

18.24 Interpretation of Lease. As amended hereby, each and every of the terms, conditions,
and covenants in this Lease shall remain in full force and effect. The captions preceding the articles
and sections of this Lease and in the table of contents have been inserted for convenience of reference
only and such captions shall in no way define or limit the scope or intent of any provision of this
Lease. This Lease has been negotiated at arm’s length and between persons sophisticated and
knowledgeable in the matters dealt with herein and shall be interpreted to achieve the intents and
purposes of the parties, without any presumption against the party responsible for drafting any part of
this Lease. Provisions in this Lease relating to number of days shall be calendar days, unless otherwise
specified; provided, however, that if the last day of any period to give notice, reply to a notice or to
undertake any other action occurs on a Saturday, Sunday or a bank or City holiday, the last day for
undertaking the action or giving or replying to the notice shall be the next succeeding business day.
Use of the word “including” or similar words shall not be construed to limit any general term,
statement or other matter in this Lease, whether or not language of non-limitation, such as “without -
limitation” or similar words, are used. :

18.25 Duty Free Merchandise and International Travel Merchandise. Tenant shall not sell,
take orders, deliver, or transport duty free merchandise and/or international travel merchandise -
(“ITM”) as such terms are defined by the United States Department of the Treasury/U.S. Customs
Service, and its applicable regulations and directives, on any flight into or out of the Airport under a
program in which Tenant solicits or accepts orders for purchase by passengers of, or delivers, ITM at
any time prior to the departure of Tenant’s aircraft on the outbound flight from the Airpott.

18.26 No Third-Party Beneficiaries. Except as expressly stated herein, there are no third-party
beneficiaries to this Lease.

18.27 No Joint Venture. It is expressly agreed that City is not, in any way or for any purpose,
a partner of Tenant in the conduct of Tenant business or a member of a joint enterprise with Tenant,
and does not assume any responsibility for Tenant’s conduct or performance of this Lease.

18.28 Nature of Lease. Under no circumstances will City be expected or required o make any
payment of any kind for Tenant’s use or occupancy of the Premises, except as may be otherwise
expressly set forth herein. Except as otherwise expressly provided herein, this Lease shall continue in
full force and effect, and the obligations of Tenant hereunder shall not be released, discharged or
otherwise affected, by reason of? () any bankruptcy, insolvency, reorganization, composition,
adjustment, dissolution, liquidation or other proceeding relating to City, Tenant or any constituent

-partner of Tenant or any licensee or concessionaire or any action taken under this Lease by a trustee or
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receiver, or by any court, in any proceeding; (b) any claim that Tenant or any other person has ormight
have against City; (c) any failure on the part of City to perform or comply with any of the terms hereof
or of any other agreement with Tenant or-any other person; (d) any failure on the part of any, licensee,
concessionaire, or other person to perform or comply with any of the terms of any agreement between -
Tenant and any such person; (e) any termination of any license or concession, whether voluntary or by
operation of law; or (f) any other occurrence whatsoever, whether similar or dissimilar to the foregoing
in each case whether or not Tenant shall have notice or knowledge of any of the foregoing. The
obligations of Tenant hereunder shall be separate and independent covenants and agreements. Except
as otherwise provided for in this Lease, Tenant hereby waives to the full extent permitted by applicable
law, all rights now or hereafter conferred by statute, including without limitation the provisions of
Civil Code Sections 1932 and 1933, to quit, terminate or surrender this Lease or the Premises or any
part thereof, or to any abatement, suspension, deferment, diminution or reduction of any amounts due

" hereunder. :

18.29 Tenant Operations Information and Planning. For planning purposes, Tenant shall upon
request cooperate to the greatest extent possible to furnish to City any and all pertinent information
regarding Tenant’s current and future operations (including forecasts) at the Airport. City will not
disclose such information unless required to by law without first having Tenant’s consent, unless
disclosure of such information is, in the Director’s sole discretion, required for the sale of bonds or
other indebtedness. Notwithstanding the foregoing, City shall be entitled, from time to time, to release
consolidated statistics for all Air Carriers operating at the Airport.

18.30 Waiver of Visual Artists Rights. Tenant shall not install any object in the Premises that
constitutes a work of visual art under the Visual Artists Rights Act of 1990 (“VARA”) unless and until
Tenant has (a) obtained the prior written approval of the Director and (b) provided City with a written
waiver from the author of such work of visual art, in form and substance reasonably satisfactory to
City, which waiver shall identify specifically the work of visual art and the uses of that work to which
the waiver applies in accordance with 17 U.S.C. §106A(e)(1). Tenant shall also provide City with a
similar written waiver that is effective to har any claim by an artist for a work of fine art under the
California Art Preservation Act, Cal. Civ. Code §§ 987-989. '

18.31 Authority. If Tenant signs as a corporation, a limited liability company, or a
partnership, each of the persons executing this Lease on behalf of Tenant does hereby covenant and
warrant that Tenant is a duly authorized and existing entity, that Tenant has and is duly qualified to do
business in California, that Tenant has full right and authority to enter into this Lease, and that each
and all of the persons signing on behalf of Tenant are authorized to do so. Upon City’s request, Tenant
shall provide City evidence reasonably satisfactory to City confirming the foregoing representations
and warranties,

18.32 Counterparts. This Lease may be executed in two or more counterparts, each of which
shall be deemed an original, but all of which taken together shall constitute one and the same
instrument.

[
111
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IN WITNESS WHEREOF, the parties have executed this Lease as of the Effective Date,

TENANT: CHINA AIRLINES LTD.,
[Signatory also to initial summary] a Republic of China corporation

By:__ N\ | l
Name: HsiagF ¢ ‘Lin
Title: GeneranManager

Cargo Sales & Services, The Americas

'CITY: CITY AND COUNTY OF SAN FRANCISCO,

[Signatory also to initial summary] a municipal corporation,
acting by and through its Airport Commission

Ivar C. Satero -
Airport Director

AUTHORIZED BY AIRPORT
COMMISSION

Resolution No. _19-0021
Adopted: February 5, 2019

Attest:

Secretary
Airport Commission

APPROVED AS TO FORM:
DENNIS J. HERRERA
City Attorney

By
Christopher W. Stuart
Deputy City Attomey

12.11.18
KATENANTS\AIRLINES\LEASES\China Airlines B648-2019 FINAL cws 12-7-18.docx
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LIST OF EXHIBITS

EXHIBIT A — Premises and Non—ﬁxclusive Areas
EXHIBIT B — Mandatory City Contracting Provisions
EXHIBIT C - City’s Maintenance Obligations
EXHIBIT D — Specialty Equipment and Trade Fixtures

EXHIBIT E — List of Available Environmental Reports for Plot 10
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Room Number

648.1.222
648.1.208-220

Exclusive Ramp

'China Airlines Limited
Lease - Airport Building 648

EXHIBIT A
AIRPORT BUILDING NO. 648

PREMISES
Square Feet/ Drawing
Acres
33,246 sf B648L1CHINAAIRLINES
4,836 sf B648L1CHINAAIRLINES

0.16 acres B648L1CHINAAIRLINES
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EXHIBITB
MANDATORY CITY CONTRACTING PROVISIONS

Section 1 Nondiscrimination Ordinance. Tenant shall comply with the following:

A. Tenant Shall Not Discriminate. In the performance of this Lease, Tenant
agrees not to discriminate against any employee, City employee working with Tenant, applicant
for employment with Tenant, or against any person seeking accommodations, advantages,
facilities, privileges, services, or membership in all business, social, or other establishments or
orgamzatlons on the basis of the fact or perception of a person s race, color, creed, religion,
national origin, ancestry, age, height, weight, sex, sexual orientation, gender identity, domestic
partner statys, marital status, disability or Acquired Immune Deficiency Syndrome or HIV status
(AIDS/HIV status), or association with members of such protected classes, or in retaliation for
opposition to discrimination against such classes.

B. Transfexs No Subleases, Tenant shali have the rlght to Transfer this
Lease only as provided in Article 5 hereof. Tenant shall not have the right to sublease any space
under this Lease.

C. Nondiscrimination in Benefits. Tenant does not as of the date of this
Lease and will not during the Term, in any of its operations in San Francisco on real property
owned by City, or where work is being performed for City elsewhere in the United States,
discriminate in the provision of bereavement leave, family medical leave, health benefits,
membership or membership discounts, moving expenses, pension and retirement benefits or
travel benefits, as well as any benefits other than the benefits specified above, between
employees with domestic partners and employees with spouses, and/or between the domestic
partners and spouses of such employees, where the domestic partnership has been registered with
a governmental entity pursuant to state or local law authorizing such registration, subject to the
conditions set forth in Section 12B.2(b) of the San Irancisco Administrative Code.

D. Conditions to Contract. As a condition to this Lease, Tenant shall execute
the “Chapter 12B Declaration: Nondiscrimination in Contracts and Benefits” form (Form HRC-
12B-101) with supporting documentation and secure the approval of the form by the San
Francisco Human Rights Commission, Tenant hereby represents that prior to execution of this
Lease, (i) Tenant executed and submitted to the HRC Form HRC-12B-101 with supporting -
documentatlon and (ii) the HRC approved such form.

E. Incorporation of Administrative Code Provisions by Reference. The
provisions of Chapters 12B and 12C of the San Francisco Administrative Code relating to non-
discrimination by parties contracting for the lease of City property are incorperated in this
Section by reference and made a part of this Lease as though fully set forth herein. Tenant shall
comply fully with and be bound by all of the provisions that apply to this Lease under such
Chapters of the Administrative Code, including, but not limited to, the remedies provided insuch
Chapters. Without limiting the foregoing, Tenant understands that pursuant to Sections
12B.2(h), 12C.3(g) of the San Francisco Administrative Code, a penalty of fifty dollars ($50) for
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each person for each calendar day during which such person was discriminated against in
violation of the provisions of this Lease may be assessed against Tenant and/or deducted from
any payments due Tenant. ‘

Section 2 Conlflict of Interest. Through its execution of this Lease, Tenant acknowledges
that it is familiar with the provision of Section 15.103 of the City’s Charter, Article III, Chapter 2
of City’s Campaign and Governmental Conduct Code, and Section 87100 et seq. and Section
1090 et seq. of the Government Code of the State, and certifies that it does not know of any facts
which constitutes a violation of said provisions and agrees that it will immediately notify the
City if it becomes aware of any such fact during the term of this Lease,

Section 3 Tropical Hardwoods and Virgin Redwoods, The City urges companies not to
import, purchase, obtain or use for any purpose any tropical hardwood, tropical hardwood wood
product, virgin redwood or virgin redwood wood product. Except as expressly permitted by the
application of Sections 802(B) and 803(B) of the San Francisco Environment Code, Tenant shall
not provide any items to the construction of tenant improvements or the Alterations, or otherwise
in the performance of this Lease, which are tropical hardwoods, tropical hardwood wood
products, virgin redwood, or virgin redwood wood products. In the event Tenant fails to comply
in good faith with any of the provisions of Chapter 8 of the San Francisco Environment Code,
Tenant shall be liable for liquidated damages for each violation in any amount equal to Tenant’s
net profit on the contract, or five percent (5%) of the total amount of the contract dollars,
whichever is greater.

Section 4 Drug-Free Workplace Policy. Tenant acknowledges that pursuant to the Federal
Drug-Free Workplace Act of 1989, the unlawful manufacture, distribution, dispensation,
possession or use of a controlled substance is prohibited on City premiseés. Tenant agrees that
any violation of this prohibition by Tenant, its employees, agents or assigns shall be deemed a
material breach of this Lease.

Section 5 Compliance with Americans With Disabilities Act and Air Carrier Access Act.
Tenant acknowledges that, pursuant to the ADA and the ACAA, to the extent applicable to
Tenant, programs, services and other activities provided by a public entity to the public, whether
directly or through a contractor, must be accessible to the disabled public. To the extent the ADA
ot the ACAA is so applicable: (a) Tenant shall provide the services specified in this Lease in a

" manner that complies with-the ADA or the ACAA, as applicable, and any and all other
applicable federal, State and local disability rights legislation, including but not limited to, Titles
Il and I1I of the Americans with Disabilities Act of 1990 (42 U.S.C. Section 12101 et seq.), the
Air Carrier Access Act, 49 U.S.C. Section 41705 et seq., Section 504 of the Rehabilitation Act of
1973 (29 U.S.C. Section 794 et seq.), 28 CFR Parts 35 and 36, and 49 CFR Parts 27, 37 and 38;
(b) Tenant agrees not to discriminate against disabled persons in the provision of services,
benefits or activities provided under this Lease; and (c) Tenant further agrees that any violation
of this prohibition on the part of Lease, its employees, agents or assigns shall constitute a
material breach of this Lease, '
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Section 6 Pesticide Prohibition.

A.  Tenant shall comply with the provisions of Section 308 of Chapter 3 ofthe
San Francisco Environment Code (the “Pesticide Ordinance”) which (i) prohibit the use of
certain pesticides on City property, (ii) require the posting of certain notices and the maintenance
of certain records regarding pesticide usage, and (iii) require Tenant to submit to the Airport an
integrated pest management (“IPM”) plan that (a) lists, to the extent reasonably possible, the
types and estimated quantities of pesticides that Tenant may need to apply to the Premises during
the terms of this Lease, (b) describes the steps Tenant will take to meet the City’s IPM Policy:
described in Section 300 of the Pesticide Ordinance, and (c) identifies, by name, title, address,
and telephone number, an individual to act as the Tenant’s primary [PM contact person with the -
City. In addition, Tenant shall comply with the reqmrements of Sections 303(a) and 303(b) of
the Pesticide Ordinance.

B. Nothing herein shall prevent Tenant, through the Director, from seeking a
determination from the Commission on the Environment that it is exempt from complying with-
certain portions of the Pesticide Ordinance as provided in Section 307 thereof.

Section 7 MacBride Principles — Northern Ireland. The City urges companies doing
business in Northern Ireland to move toward resolving employment inequities and encourages
them to abide by the MacBride Principles as-expressed in San Francisco Administrative Code
Section 12F.1 et seq. The City also urges San Francisco companies to do business with
corporations that abide by the MacBride Principles. Tenant acknowledges that it has read and
understands the above statement of the City concerning doing business in Northern Ireland.

Section 8 No Advertising or Promotions; Prohibition of Tobacco Advertising. Tenant shall
have no right to conduct any advertising or promotional activities on the Airport. Tenant
acknowledges and agrees that no advertising of cigarettes or tobacco products is allowed on any
real property owned by or under the control of the City, including the Premises and the Airport,
This prohibition includes the placement of the name of a company producing, sellingor

distributing cigarettes or tobacco products or the name of any cigarette or tobacco product in any

- promotion of any event or product. This prohibition does not apply to any advertisement '
sponsored by a state, local or nonprofit entity designed to communicate the health hazards of

' cigarettes and tobacco products or to encourage people not to smoke or to stop smoking.

Section 9 First Source Hiring Ordinance. The City has adopted a First Source Hiring
Ordinance (Board of Supervisors Ordinance No. 264 -98) which establishes specific
requirements, procedures and monitoring for first source hiring of qualified, economically
disadvantaged individuals for entry level positions. Within thirty (30) days after the Real Estate.
Division of the Department of Administrative Services adopts a First Source Hiring
Implementation and Monitoring Plan in accordance with the First Source Hiring Ordinance,
Tenant shall enter into a First Source Hiring agreement that meets the applicable requirementsof
Section 83.9 of the First Source Hiring Ordinance.

Section 10  Sunshine Ordinance, In accordance with Section 67.241 of the San Francisco
'Administrative Code, contracts, contractors’ bids, leases, agreements, responses to Requests for
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Solicitations, and all other records of communications between City and persons or firms seeking
contracts will be open to inspection immediately after a contract has been awarded. Nothing in
this provision requires the disclosure of a private person’s or organization’s net worth or other
proprietary financial data submitted for qualification for a contract, lease, agreement or other
benefit until and unless that person or organization is awarded the contract, lease, agreement or
benefit. Information provided which is covered by this Section will be made available to the
public upon request.

Section 11 Requmng Health Benefits for Covered Emplovees,

A, Unless exempt, Tenant agrees to comply fully with and be bound by all of
the provisions of the Health Care Accountability Ordinance (HCAO), as set forth in San
'Francisco Administrative Code Chapter 12Q, including the remedies provided, and
implementing regulations, as the same may be amended from time to time, The provisions of
Chapter 12Q are incorporated herein by reference and made a part of this Lease as though fully
set forth. The text of the HCAO is available on the web at http:/sfgsa.org/index. aspx'7page—391.
Capitalized terms used in this Section and not defined in this Lease shall have the meamngs
~ assigned to such terms in Chapter 12Q.

B. For each Covered Employee, Tenant shall provide the appropriate health .
benefit set forth in Section 12Q.3 of the HCAO. If Tenant chooses to offer the health plan
option, such health plan shall meet the minimum standards set forth by the San Francisco Health
Commission.

C. Notwithstanding the above, if the Tenant is a small business as defined in

Section 12Q.3(d) of the HCAO, it shall have no obligation to comply with Subsection (A) above.
D. Tenant’s failure to comply with the HCAO shall constitute a material

breach of this Lease. City shall notify Tenant if such a breach has occurred, If, within thirty (30) .

*days after receiving City’s written notice of a breach of this Lease for violating the HCAO,

Tenant fails to cure such breach or, if such breach cannot reasonably be cured within such period
of thirty (30) days, Tenant fails to commence efforts to cure within such period, or thereafter
fails diligently to pursue such cure to completion, City shall have the right to pursue the remedies
set forth in Sections 12Q.5.1, 12Q.5(f)(1-6). Each of these remedies shall be exercisable
individually or in combination with any other rights or remedies available to City.

E. Any Subcontract entered into by Tenant shall require the Subcontractorto

comply with the requirements of the HCAO and shall contain contractual obligations
substantially the same as those set forth in this Section, Tenant shall notify City’s Purchasing
Department when it enters into such a Subcontract and shall certify to the Purchasing
Department that it has notified the Subcontractor of the obligations under the HCAO and has
imposed the requirements of the HCAO on Subcontractor through the Subcontract, Tenant shall
be responsible for its Subcontractors’ compliance with this Chapter, If a Subcontractor fails to
comply, the City may pursue the remedies set forth in this Section against Tenant based on the
Subcontractor’s failure to comply, provided that City has first provided Tenant with notice and

an opportunity to obtain a cure of the violation.
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F. Tenant shall not discharge, reduce in compensation, or otherwise
discriminate against any employee for notifying City with regard to Tenant’s compliance or
anticipated compliance with the requirements of the HCAO, for opposing any practice
proscribed by the HCAOQ, for participating in proceedings related to the HCAO, or for seeking to
assert or enforce any rights under the HCAO by any lawful means.

G. Tenant represents and warrants that it is not an entity that was set up, oris
being used, for the purpose of evading the intent of the HCAQ..

H Tenant shall maintain employee and payroll records in compliance with
Califorriia Labor Code and Industrial Welfare Commission orders.

L Tenant shall keep itself informed of the current requirements of the
HCAO, . ”

I, Tenant shall provide reports to the City in accordance with any reporting

standards promulgated by the City under the HCAQ, including reports on Subcontractors and
Subtenants, as applicable,

K. Tenant shall provide City with access to records pertaining to compliance
with HCAOQ after receiving a wriiten request from City to do so and being provided at leastten
(10) business days to respond.

L. Tenant shall allow City to inspect Tenant’s Premises and to have access to
Tenant’s employees in order to monitor and determine compliance with HCAO.

M.  City may conduct random audits of Tenant to ascertain its compllance
with HCAO. ‘Tenant agrees to cooperate with City when it conducts such audits,

N. If Tenant is exempt from the HCAO when this Lease is executed because
its amount is less than twenty-five thousand dollars ($25,000), but Tenant later enters into an
agreement or agreements that cause Tenant’s aggregate amount of all agreements with City to
reach seventy-five thousand dollars ($75,000), all the agreements shall be thereafter subject to
the HCAO. This obligation arises on the effective daté of thé agreement that causes the
cumulative amount of agreements between Tenant and the Contracting Department to be equalto
or greater than seventy-five thousand dollars ($75,000) in the Fiscal Year. .

Section 12 Requiring Minimum Compensation for Covered Employees.

A, Tenant agrees to comply fully with and be bound by all of the provisions
of the Minimum Compensation Ordinance (MCO), as set forth in San Francisco Administrative
Code Chapter 12P (Chapter 12P), including the remedies provided, and implementing guidelines
and rules. The provisions of Chapter 12P are incorporated herein by reference and made a part
of this Lease as though fully set forth, The text of the MCO is available on the web at_
http://sfgsa.org/index.aspx?page=403. A partial listing of some of Tenant’s obllgatlons under
the MCO is set forth in this Section. Tenant is required to comply with all the provisions of the
MCQO, irrespective of' the listing of obligations in this Section.

B. The MCO requires Tenant to pay Tenant’s employees a minimum hourly
gross compensation wage rate and to provide minimum compensated and uncompensated time
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off. The minimum wage rate may change from year to year and Tenant is obligated to keep
informed of the then-current requiremients.

C. Tenant shall not take adverse action or otherwnse dnscnmmate against an
employee or other person for the exercise or attempted exercise of rights under the MCO. Such
‘actions, if taken within 90 days of the exercise or attempted exereise of such rights, will be
rebuttably presumed to be retaliation prohibited by the MCO.

D. Tenant shall maintain employee and payroll records as required by the
MCO. If Tenant fails to do so, it shall be presumed that the Tenant paid no more than the
- minimum wage required under State law.

. E. The City is authorized to inspect Tenant’s job sites and conduct interviews
with employees and conduct audits of Tenant. ‘

- F. Tenant’s commitment to provide the Minimum Compensation is a
material element of the City’s consideration for this Lease. The City in its sole discretion shall
determine whether such a breach has occurred, The City and the public will suffer actual
damage that will be impractical or extremely difficult to determine if the Tenant fails to comply
with these requirements. Tenant agrees that the sums set forth in Section 12P.6.1 of the MCOas
liquidated damages are not a penalty, but are reasonable estimates of the loss that the City and

the public will incur for Tenant’s noncompliance. The procedures governing the assessment of
liquidated damages shall be those set forth in Section 12P.6.2 of Chapter 12P.

G.  Tenant understands and agrees that if it fails to comply with the
requirements of the MCO, the City shall have the right to pursue any rights or remedies available
under Chapter 12P (including liquidated damages), under the terms of the contract, and under .
applicable law. If, within 30 days after receiving written notice of a breach of this Lease for

~violating the MCO, Tenant fails to cure such breach or, if such breach cannot reasonably be
cured within such period of 30 days, Tenant fails to commence efforts to cure within such period,
or thereafter fails diligently to pursue such cure to completion, the City shall have the right to
pursue any rights or remedies available under applicable law, including those set forth in Section
'12P.61 of Chapter 12P. Each of these remedies shall be exercisable individually or in ‘
combination with any other rights or remedies available to the City.

H. Tenant represents and warrants that it is not an entity that was set up, or'is
being used, for the purpose of evading the intent of the MCO.

L. . If Tenant is exempt from the MCO when this Lease is executed because
the cumulative amount of agreements with this department for the Fiscal Year is less than
$25,000, but Tenant later enters into an agreement or agreements that cause contractor to exceed
that amount in a Fiscal Year, Tenant shall thereafier be required to comply with the MCO under
this Lease. This obligation arises on the effective date of the agreement that causes the
cumulative amount of agreements between Tenant and Commission to exceed $25,000 in the
Fiscal Year.

Section 13 Notification of Limitations on Contributions. Through its execution of this Lease,
Tenant acknowledges that it is familiar with Section 1.126 of the San Francisco Campaign and
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Governmental Conduct Code, which prohibits any person who contracts with the City for the
selling or leasing any land or building to or from the City whenever such transaction would
require approval by a City elective officer or the board on which that City elective officer serves,
from making any campaign contribution to the officer at any time from the commencement of
negotiations for such contract until the termination of negotiations for such contract or three (3)
months has elapsed from the date the contract is approved by the City elective officer, or the
board on which that City elective officer serves.

Section 14  Food Service Waste Reduction. If and to the extent applicable, the Tenant agrees
to comply fully with and be bound by all of the applicable provisions of the Food Service Waste
Reduction Ordinance, as set forth in the San Francisco Environment Code, Chapter 16, including
the remedies provided therein, and implementing guidelines and rules. The provisions of
Chapter 16 are incorporated herein by reference and made a part of this Lease as though fully set
forth herein. Accordingly, Tenant acknowledges that City contractors and lessees may not use
Disposable Food Service Ware that contains Polystyrene Foam in City Facilities and while
performing under a City contract or lease, and shall instead use suitable Biodegradable/
Compostable or Recyclable Disposable Food Service Ware. This provision is a material term of
this Lease. By entering into this Lease, Tenant agrees that if it breaches this provision, City will
suffer actual damages that will be impractical or extremely difficult to determine; further, Tenant
agrees that the sum of one hundred dollars ($100.00) liquidated damages for the first breach, two
hundred dollars ($200.00) liquidated damages for the second breach in the same year, and five
hundred dollars ($500.00) liquidated damages for subsequent breaches in the same year is a
reasonable estimate of the damage that City will incur based on the violation, established in light
of the circumstances existing at the time this Lease was made. Such amounts shall not be
considered a penalty, but rather agreed monetary damages sustained by City because of Tenant’s
© failure to comply with this provision,

Section 15 Preservative-Treated Wood Containing Arsenic. Tenant may not purchase
preservative-treated wooed products containing arsenic in the performance of this Lease unless an
exemption from the requirements of Environment Code Chapter 13 is obtained from the
Department of Environment under Section 1304 of the Environment Code. The term
“preservative-treated wood containing arsenic” shall mean wood treated with a preservative that
contains arsenic, elemental arsenic, or an arsenic copper combination, including, but not limited
to, chromated copper arsenate preservative, ammoniac copper zinc arsenate preservative, or
ammoniacal copper arsenate preservative. Tenant may purchase preservative-treated wood
products on the list of environmentally preferable alternatives prepared and adopted by the
Department of Environment. This provision does not preclude Tenant from purchasing
preservative-treated wood containing arsenic for saltwater immersion. The term “saltwater
immersion” shall mean a pressure-treated wood that is used for construction purposes or
facilities that are partially or totally immersed in saltwater.

- Section 16 ~ Local Hire. Any undefined, initially-capitalized term used in this Section shall
have the meaning given to such term in San Francisco Administrative Code Section 23.62

(the “Local Hiring Requirements”), All Alterations under this Lease are subject to the Local
Hiring Requirements unless the cost for such work is (a) estimated to be less than $750,000 per
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building permit or (b) meets any of the other exemptions in the Local Hiring Requirements,
Tenant agrees that it shall comply with the Local Hiring Requirements to the extent applicable.
Before starting any Alteration, Tenant shall contact City’s Office of Economic Workforce and
Development (“OEWD?”) to verify if the Local Hiring Requirements apply to the work (i.e.,
whether the work is a “Covered Project™). Tenant shall include, and shall require its subtenants
to include, a requirement to comply with the Local Hiring Requirements in any contract for a
Covered Project with specific reference to San Francisco Administrative Code Section 23.62,
Each such contract shall name the City and County of San Francisco as a third party beneficiary
for the limited purpose of enforcing the Local Hiring Requirements, including the right to file
char ges and seek penalties. Tenant shall cooperate, and require its subtenants to cooperate, with
City in any action or proceeding against a contractor or subcontractor that fails to comply with
the Local Hiring Requirements when required. Tenant’s failure to comply with its obligations
under this Section shall constitute a material breach of this Lease. A contractor’s or
subcontractor’s failure to comply with this Section will enable City to seek the remedies

spemf ied in San Francisco Administrative Code Section 23.62 against the breachmg party.

Sectxon 17 Vending Machines: Nutritional Standards and Calorle Labehng Requirements.
Tenant shall not install or permit any vending machine on the Premises without the prior written
consent of the Airport Director. Any permitted vending machine must comply with the food and
beverage nutritional standards and calorie labeling requirements set forth in San Francisco
Administrative Code section 4.9-1(c), as may be amended from time to time (the “Nutritional
Standards Requirements”). Tenant agrees to incorporate the Nutritional Standards Requirements
into any contract for the installation of a vending machine on the Premises or for the supply of
food and beverages to that vending machine. Failure to comply with the Nutritional Standards
Requirements or to otherwise comply with this Section shall be deemed a material breach of this
Lease, Without limiting City’s other rights and remedies under this Lease, City shall have the
right to require the immediate removal of any vending machine on the Premises that is not
permitted or that violates the Nutritional Standards Requirements. In addition, any Restaurant,
including any employee eating establishment, located on the Premises is encouraged to ensure
that at least 25% of Meals (as capitalized terms are defined in San Francisco Administrative
Code section 4.9-1) offered on the menu meet the nutritional standards set forth in San Francisco
Administrative Code section 4.9-1(e), as may be amended.

Section 18  All-Gender Toilet Facilities. If applicable, Tenant shall comply with San
Francisco Administrative Code Section 4.1-3 requiring at least one all-gender toilet facility on
each floor of the building where extensive renovations take place and toilet facilities arerequired
or provided. An “all-gender toilet facility” means a toilet that is not restricted to use by persons
of a specific sex or gender identity by means of signage, design, or the installation of fixtures,
and “extensive renovations” means any renovation where the construction cost exceeds 50% of
the cost of providing the toilet facilities required by this Section.

Exhibit B - Page 11

China Airlines Limited
Lease ~ Airport Building 648
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EXHIBITC

CITY’S MAINTENANCE OBLIGATIONS

Facilities Division -

Mechanical Maintenance

Electrical

Plumbing

Sheet Metal

Pavement & Grounds
Landscape

Fire Department

Cross Department

China Airlines Limited
Lease - Airport Building 648

Airport Building 648

Infrastructure, System, or Equipment

HVAC Valves
Exhaust Fans on Roof
Gas Heaters — Interior

" Emergency Generators — Exterior

Elevators
Sump Fump

Electrical High Voltage Distribution Transformer
Electrical High Voltage Gear Switch

Common Area Lighting — Interior

Exterior Lighting, Landside and AOA

Fire Alarm Bells

Emergency Lighting

Main Supply Lines and Distribution Systems

Hot Water Heaters in Common Restrooms

Common Restroom Plumbing and Drains

Fire Protection (Hose Cabinet)

Discharge (Sump) Pump

Main Supply Lines and Distribution System Including
Central Plumbing Risers ,

Fire Detection & Sprinkler Systems

Fire Protection Hose Cabinets

Paving — AOA Ramp Area
Paving/Landscaping — Roadway & Landside Parking Areas
Pavement Striping — AC Parking

Common Area Fire Extinguishers

"Infrastructure

Building Envelope
Foundations

Load Bearing Walls
Non-Load Bearing Walls
Roof System

Common Stairwells

Floor Slabs :
Exterior Surface of Facility
Glazing

Exhibit C — Page 1
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XHIBIT

SPECIALTY EQUIPMENT AND TRADE FIXTURES
[To be provided prior to Commencement Date]

Date

Exhibit D — Page 1

China Airlines Limited
Lease - Airport Building 648
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EXHIBITE

 LIST OF AVAILABLE ENVIRONMNETAL REPORTS FOR PLOT 10

DATE OF TITLE LOCATION
REPORT
567 8/29/96 Site Assessment at the Continental Airlines Plot 10 Burns & Continental
Cargo Hangar McDonnell Airlines
Project No, 96-317-4 Waste
Consultants, Inc.
416 | March Utility Relocation Oversight, Volume Il Plots 7, 8, Burns & United
1997 and 10 McDonnell Airlines
Waste
Consultants, Inc.
350 | i/22/96 Resuits for Soli Siockpiles at Plots 7, 8, and 10 | Plois 7, 8, Buims & Urited
and 10 McDonnell Airlines
: Waste
Consultants, Inc.
598 | 11/17/95 | Environmental Oversight.and Confirmatory Plots 7 and Versar- Sierra SFIA -
Sampling Plot 10 EnviroGroup, JV |
Plots 7(E&S) and 10(A) Remediation
923 1 7/211997 | Supplemental Baseline Investi'gation Plots 7, 8, Burns & United
and 10 McDonnell Airlines
Waste
Consultants, Inc.
B58 | April 1994 | Phase |l . Plots 7(E&S), | Kennedy/Jenks | SFIA
Draft Investigation Report 7(N), 8(E), 10 | Consultants, in
Volume I: Investigation Report and 10(A) association with
Environmental Clean-up 1} AGS, Inc.
Plots 7(E&S), 7(N), 8(E), 10 and 10(A)
(SFIA Contract No. 3184)
104 | May 1894 | Phase ll Plots 7(E&S), | Kennedy/Jenks | SFIA
Investigation Repart 7(N), 8(E), 10 | Consultants, in
Volume 1IB:; Appendix E and 10(A) association with
- Environmental Clean-up |} AGS, Inc.
Plots 7(E&S), 7(N}, 8(E), 10 and 10(A)
{SFIA Contract No. 3184)
105 | May 1894 | Phase li Plots 7(E&S), | Kennedy/Jenks | SFIA
Investigation Report : -T(N), 8(E), 10 { Consultants, in
Volume HiC; Appendix E cantinued and 10(A) association with
(Laboratory Quality Contral Reports) AGS, Inc.
Environmental Clean-up |
Plots 7(E&S), 7(N), 8(E), 10 and 10(A)
(SFIA Contract No. 3184)
. Exhlblt D —Page 1
China Airlines Limited

Lease - Airport Building 648
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DATE OF TITLE LOCATION | PREPARED BY | PREPARED
REPORT . : FOR
88 | May 1994 | Phasell Plots 7(E&S), | Kennedy/Jenks | SFIA
Investigation Report 7(N), 8(E), 10 | Consultants, in
Volume §: Investigation Report and 10(A) assoclation with
Environmental Clean-up i AGS, Inc.
Plots 7(E&S), 7(N), 8(E), 10 and 10(A)
(SFIA Contract No, 3184)
89 9/2/94 Contractor Specifications Plots 7 (E&S), | Versar-Sierra SFIA
Removal Of Petroleum-Contaminated Soil 7 (N), 8 (E), EnviroGroup
Plots 7 (E&S), 7 (N), 8 (E), 10, And 10 (A) 10, AND 10
. (A)
90 | February | Phasel ) Plots 7(E&S), | Kennedy/Jenks | SFIA
1994 Preliminary Environmental Site Assessment 7(N), 8(E), 10 | Consuliants and | -
Environmental Clean-up I and 10(A) AGS, Inc.
Plots 7(E&S), 7(N}, 8(E), 10 and 10(A) /
{SFIA Contract No. 3184)
91 ' | December | Site Safety and Health Plan Plots 7(E&S), | Kennedy/Jenks | SFIA
1993 Version 2.1, Phase li Investigation 1 7{N), 8(E), 10 | Consuitants and
Environmental Clean-up || and 10(A) AGS, Inc.
Plots 7(E&S), 7(N), 8(E), 10 and 10(A)
(SFIA Contract No. 3184) )
92 May 1994 | Phase ll Plots 7(E&S), | Kennedy/Jenks | SFIA
Investigation Report 7(N), 8(E), 10 | Consultants and :
Volume HlA: Appendices A-D and 10(A) AGS, Inc.
Environmental Clean-up il
Plots 7(E&S), 7(N), 8(E), 10 and 10(A)
(SFIA Contract No, 3184)
93 | October Phase | Plots 7(E&S), | Kennedy/Jenks | SFIA
1993 Preliminary Environmental Site Assessment 7(N), 8(E), 10 | Consultants and
Environmenta) Clean-up Il and 10(A) AGS, Inc.
Plots 7(E&S), 7(N), 8(E), 10 and 10(A)
(SFIA Contract No. 3184)
94 November | Draft Phase |1 Plots 7(E&S), | Kennedy/Jenks | SFIA
93 Investigation Work Plan 7(N), 8(E), 10 | Coensultants and
Environmental Clean-up 1! and 10(A) AGS, Inc.
Plots 7(E&S), 7(N), 8(E), 10 and 10(A)
(SFIA Contract No. 3184)
95 9/16/94 Contractor Specifications Plots 7(E&S), | Versar-Slerra SFIA
Asbestos, Lead-Based Paint, And PCB 7(N), 8(E), | EnviroGroup
Abatement 10, And 10(A)
Plots 7(E&S), 7(N), 8(E), 10, And 10(A)
96 | 7M/94 Preliminary Technical Proposal and Cost Plots 7(E&S), | Versar-Sierra SFIA
| Estimate for Environmental Remediation 7(N), 8(E), 10 | EnviroGroup
Services and 10(A)
Plots 7(E&S), 7(N), 8(E), 10 and 10{A)
VSE Quotation No, Q94-8186
_Exhibit D -Page 1
China Airlines Limited

Lease - Ajrport Building 648
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]
DATE OF TITLE LOCATION | PREPARED BY | PREPARED
REPORT . FOR
9/16/94 Contractor Specifications, Ashestos, Lead- Plots 7(E&S), Versar-Sierra SFIA
Based Paint, and PCB Abatement 7(N), 8(E), EnviroGroup
Plots 7(E&S), 7(N), 8(E), 10, and 10(A) 10, and 10(A)
Contract No. 3232, Environmental Clean-up Il
97 | 12114/93 | Final Report Plots 7(E&S), | SCA Kennedy-
Asbestos and Lead-Based Paint Survey 7(N), 8(E), 10 | Environmental, Jenks
Environmental Cleanup I & 10(A) Inc. Consultants
Plots 7(E&S), 7(N}, 8(E), 10 & 10(A)
SFIA Contract No. 3184
Volume Il of Il
Lead Sampling Results o
98 8/5/94 Revised Technical Proposal and Cost Estimate | Plots 7(E&S), | Versar-Sierra SFIA
for Environmental {nvestigation and 7(N), B(E), 10 | EnviroGroup ‘
Remediation Services _ and 10(A)
Plots 7(E&S), 7(N), 8(E), 10 and 10(A)
VSE Quotation No, Q94-8186R
98 | 9/16/94 Contractor Specifications ' Plots. 7(E&S), | Versar-Sierra SFIA
Building Demolition 7(N}), 8€, 10, | EnviroGroup
Plots 7(E&S), 7(N), B(E), 10, and 10(A) - and 10(A) |
100. | 12/20/93 | Final Report Plots 7(E&S), | SCA Kennedy-
Asbestos and Lead-based Paint Survey 7(N), 8€, 10, | Environmental, Jenks
Plots 7(E&S), 7(N), 8(E), 10, 10(A) 10(A) Inc, ' Consultants
SFIA Contract No, 3184
Volume [ of il
Asbestos Sampling Results
101 | November | Site Safety and Health Plan Plots 7(E&S), | Kennedy/Jenks | SFIA
1893 Version 2.0, Phase Investigation 7(N), 8(E), 10 | Consultants
and 10(A)
Environmental Clean-up ii .
Plots 7(E&S), 7(N), 8(E), 10 and 10(A)
(SFIA Contract No. 3184)
102 | December | Phase || Plots 7(E&S), | Kennedy/Jenks | SFIA
1993 Investigation Work Plan 7(N), 8(E}, 10 | Consultants
Environmental Clean-up #l | and 10(A)
Plots 7{E&S), 7(N}, 8(E), 10 and 10(A)
(SFIA Contract No, 3184) ) ]
126 | 10/19/94 Expanded Phase I Plots 7(E&S), | Versar-Sietra SFIA
Investigation Report 7(N), 8(E), 10 | EnviroGroup
Plots 7(E&S), 7(N), 8(E), 10 and 10(E) and 10(E)
Exhibit D — Page 1
China Airlines Limited

Lease - Airport Building 648
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AIRPORT COMMISSION

CITY AND COUNTY OF SAN FRANCISCO

RESOLUTION NO. i 9 - 0 0 2 1

APPROVAL OF A LEASE AGREEMENT WITH CHINA AIRLINES LIMITED FOR A

" PORTION OF AIRPORT BUILDING 648 AND RAMP SPACE ON PLOT 10, AND
DIRECTING THE COMMISSION SECRETARY TO FORWARD THE LEASE TO THE
BOARD OF SUPERVISORS FOR APPROVAL. ‘

WHEREAS, China Airlines Limited (“Tenant”) is a Signatory Airline pursuant to the 2011 Lease
and Use Agréement No, 1.10-0082; and

WHEREAS, onMarch 1,2016, by Resolution No. 16-0072, the Commission awarded Lease
No. 16-0072 to Tenant for the operation of its cargo handling operations at Airport
Building 648 on Plot 10 (the “Lease”); and

WHEREAS, the Lease has an initial three-year term that expires on April 8, 2019, and Tenant
wishes to exercise the one three-year option under the Lease (the “Option Term™)
to continue its cargo operations at the Airport; and

WHEREAS, due to increases in flight activity, higher cargo volumes, and a reduction in cargo
facilities during the last five years necessitating increasingly efficient use of
Airport cargo facilities, the Commission declines to exercise the Option Term; and

WHEREAS, the Commission and Tenant now desite to enter into a new lease agreement which
. includes, among other things, a one-year term with two one-year options; now,
therefore, be it

RESOLVED, that the Commission approves and authorizes the Airport Director to execute a
' lease agreement with China Aitlines Limited for a one-year term, with two (2)
one-year options exercisable by the Commission, and other terms and conditions
set forth in the Director’s Memorandum; and, be it further

RESOLVED, that the Commission Secretary is heteby directed to request Board of Supetvisors’
approval of the lease agreement pursuant to City Charter Section 9.118.

I hereby certify that the ﬁi‘egoing resolution was adopted by the-Airport Commission

gy

at its meeting af
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San Francisco International Alrport

MEMORANDUM

February 5, 2019

TO: AIRPORT COMMISSION _
' Hot., Larry Mazzola, President _
Hon, Linda §. Crayton, Vice President’
- Hon. Eleanor Johns
Hon. Richard J, Guggenhime
Hon, Peter A. Stern

FROM: - Airport Director

SUBJECT:  Approval of a Lease Agreement with China Airlines Limited for a Portion of
- Airport Building 648 on Plot 10

DIRECTOR’S RECOMMENDATION: APPROVE A LEASE AGREEMENT WITH CHINA
AIRLINES LIMITED FOR A PORTION.OF AIRPORT BUILDING 648 AND RAMP SPACE

ON PLOT 10, AND DIRECT THE COMMISSION SECRETARY TO FORWARD THE LEASE

TO THE BOARD OF SUPERVISORS FOR APPROVAL, :

Executive Summary

Staff seeks Commission approval of a lease agreement with China Airlines Limited (“Tenant”)
for approximately 38,082 square feet of warehouse and office space at Airport Building 648
(“Parcel A”) and 0.16 acres of exclusive-use ramp space adjacent Parcel A on Plot 10 (“Parcel
B”), collectively the “Premises,” for a term of one year with two (2) one-year options and an
inittal combined annual rent for Parcels A and B of $1,004,467.02.

Background

On Maich 1, 2016, by Resolution No, 16-0072, the Commission awatded a lease to Tenant for
approximately 38,082 square feet of warehouse and office space at Airport Building 648 where it
cutrently conducts its integrated air cargo business, including receiving, delivery, dispatching,
processing, handling, and storage of air cargo and mail, and other lawful uses directly related to
the foregoing activities (“Lease No, 16-0072”), Lease No. 16-0072 has a three-year term, which
expires on April 8, 2019, and one (1) three-year option (the “Opnon Term”) exercisable at the |
discretion of the Commission,

The Airport experienced a net increase of 15 aitlines over the last five years, as well as traffic
increases from existing aitlines, driving cargo volumes up 51.4% during this period. During the
same approximate time period, the number of available cargo facilities at thie Airport has gone

THIS PRINT COVERS CALENDAR ITEM NO.. %

AIRPORT COMMISSION  CITY AND COUNTY OF SAN FRANCISCO

" LONDON N, BREED LARRY MAZZOLA LINDA 5. CRAYTON ELEANOR JOHNS RICHARD J, GUGGENHIME ~ PETER A, STERN IVAR C, SATERO
MAYOR PRESIDENT VICE PRESIDENT AIRPORT DIRECTOR

Post Office Box 8097  San Francisco, California 94128 Tel 650.821.5000 Fax 650.821.5005 www.flysfo.com
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Members, Airport Commission 2 February 5, 2019

from 11 to seven, reptesenting a reduction of approximately 181,308 square feet of space,
primarily due to impacts related to the Airport’s Capital Improvement Plan, Third-party cargo
handling companies have been able to accommodate this growth by increasing the number of
airline customers and cargo volume handled within the available facilities. There are currently
two aitlines, including Tenant, whose cargo is handled in Tenant’s space at Patcels A and B.

Prpposal

Staff reviewed cargo space utilization and determined Tenant is using its space satisfactorily;
however, pressure remains to accommodate continued growth, Increasingly efficient use of
Airport cargo facilities is a necessity to accommodate future demand. As a result, the Airport
has elected not to exercise the three-year Optiont Term in the expiring Lease in order to preserve
maximum flexibility for space planning purposes. Given thete is no difference between the
Option Term in the existing Lease expiring April 8, 2019 and the new proposed term, and the
long history between Airport and Tenant, Staff elected to negotiate a new lease agrcement as
summarized below:

1) Term' One year.

2) Option Term: Two (2) one-yeat opt1ons to extend the Term at the Commission’s
discretion, :

3) Commencement Date: The later of April 9, 2019 and full City approval.

4) Holdover, If full City approval is not obtained by April 9, 201.9 Lease No. 16-0072 shall
go into a month-to-month holdover upon the same terms and cond1t1ons until such
approval is received,

5) Premises:

Parcel A — Exclusive space comprises approximately 33,246 square feet of warehouse
space and approximately 4,836 square feet of first floor office space, for a total of
approximately 38,082 square feet; and

Parcel B - Exclusive-use ramp space of approximately 0.16 acres adjacent to Airport
Building 648, as depicted on Exhibit A. -

6) Annual Rent: Total annual rent for Paicels A and B is $1,004,467.02 based on the
Summary of Airport Charges rate of $25.67 per square foot pet year multiplied by
38,082 square feet ($977,564.94) for Parcel A, and the rate of $168,138.00 per acre per
year multiplied by 0.1 actres ($26,902.08) for Parcel B, Should the Option Term be
exercised, Parcel A rent shall adjust annually to reflect the rates set forth in the current
Summary of Airport Charges and Parcel B rent shall adjust annually by the Consumer.
Price Index adjustment,
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Members, Aitport Commission - 3 ' February 5, 2019 -

7) Permitted Use: Integrated air cargo related business including receiving, delivery,
dispatching, processing, handling, and storage of air cargo and mail, and any other lawful
purposes directly related to the foregoing activities, '

8) Utilities: At Tenant’s sole expense.

Tenant will be fully compliant with all City Regulations, including the City’s Equal Benefits
Ordinance, Minfmum Compensation Ordinance, and Health Care Accountability Ordinance.

Recommendation

I recommend the Commission adopt the attached resolution approving a ledse agreement with China
Airlines Limited for a term of one year, with two (2) one-year options exercisable at the
Commission’s discretion, at a combined initial annual rent of $1,004,467.02 for Parcels A and B,

I further recommend the Commission direct the Commission Secretary o forward the lease
agreement to the Board of Supervisors for approval.

Adrport Director.

Prepared by: 'Leo Fermin
Chief Business and Finance Officer

' Attachments
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BUDGET AND FINANCE SUB—COMMITrEE MEETING Jury 10,2019

ltem 5 Department:
File 19-0514 San Francisco International Airport (Airport)

Legislative Objectives

e The proposed resolution would approve a cargo lease between San Francisco
International Airport (Airport) as landlord and China Airlines Limited (China Airlines) as
tenant, for a term of ‘one year, from approximately July 2019 through June 2020, with
two one-year options to extend, and initial annual rent of $1,033,790. A

Key Points

e Chma Airlines is a signatory. alrlme under the Airport’s 2011 Lease and Use Agreement,
which allows China Airlines to operate at the Airport. In May 2016, the Board of
Supervisors approved a cargo lease with China Airlines, from April 6, 2016 through April
8, 2019, with a three year option to extend to April 8 2022. The lease comprises
approximately 38,082 square feet of warehouse and office space in Airport Buiiding 648
(Parcel A), as well as approximately 0.16 acres of ramp space adjacent to Airport
Building 648 (Parcel B). '

e Airport cargo volumes have increased approximately 51 percent over the past five years,
‘while the number of cargo facilities has decreased from 11 to seven, a reduction of
approximately 181,308 square feet of space. Due to the pressure to accommodate
growth, Airport staff decided not to exercise the option to extend the China Airlines
lease. The Airport has instead negotiated a new lease with a one-year term, with two
one-year options to extend, to allow the Airport to analyze its cargo facilities and
demand.

Fiscal Impact

e In the initial .one-year term of the proposed new lease, the Airport would receive
$1,033,790 in rent. The initial annual rent of $1,006,888 for Parcel A is based on 38,082
square feet of space and the rental rate of $26.44 per square foot for FY 2019-20, which
would be adjusted annually with the Airport Rates and Charges. The initial annual rent
of $26,902 for Parcel B is based .16 acre and the rental rate of $168,138 per acre, which
is adjusted annually on the lease anniversary based on the Consumer Price Index (CP1).

e |f the two one-year optlons to extend the lease are exercised, the Airport would receive
approximately $3,194,521 in rent over the total three-year term.
Recommendations

¢ Amend the proposed resolution to state that the initial annual base rent is $1,033,790
instead of $1,004,467 as now stated (based on FY 2018-2019 rental rates rather than
new rates for FY 2019-2020).

e Approve the proposed resoclution as amended.

SAN FRANCISCO BOARD OF SUPERVISORS ' BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE SUB-COMMITTEE IVIEETING ~ JuLy 10, 2019

MANDATE STATEMENT

City Charter Section 9.118(c) states that any modification, amendment or termination of a lease
- that had an initial term of ten years or more, including options to extend, or that had
A antICIpated revenues of $1 million or more is subject to Board of Superv;sors approval.

. BACKGROUND

China Airlines Limited (China Airlines) is a signatory airline under the San Francisco International
Airport (Airport) 2011 Lease and Use Agreement, which allows China Airlines to operate at the
Airport. In May 2016, the Board of Supervisors approved a cargo lease with China Airlines for a
term of three years, from April 6, 2016 through April 8, 2019, with a three-year option to
extend through April 8, 2022, and initial annual rent of $921,204 (File 16-0311, Resolution 189-
16). The lease comprises 38,082 square feet of warehouse and office space at Airport Building
648 (Parcel A), where it conducts receiving, delivery, dispatching, processing, handling, and
storage of air cargo and mail. The lease also covers approximately 0.16 acres of ramp space

adjacent to Airport Building 648 {Paicel B).

Due to increased Airport traffic and 15 new airlines added over the past five years, cargo
volumes have increased approximately 51 percent. However, due to impacts of the Airport’s
Capital Improvement Plan (such as using cargo facilities to house contractor offices), the
number of available cargo facilities has been reduced from 11 to seven, a reduction of
approximately 181,308 square feet of space. As a result of this pressure to accommodate
growth, the Airport decided not to exercise the option to extend the lease with China Airlines
this year to provide flexibility for space planning purposes. Airport staff has instead negotiated
a new one year lease with China Airlines, which was approved by the Airport Commission on
. February 5, 2019. -

."DETAILS OF PROPOSED LEGISLATION

The proposed resolution would approve a new cargo lease between the Airport as landlord and
China Airlines as tenant, for a term of one year, from approximately July 2019 through June
2020, with two one-year options to extend through June 2022, and initial annual rent of
$1,033,790. According to Ms. Sandra Oberle, Airport Senior Property Manager, the lease was
only set for one year to allow the Airport to analyze its cargo facuhtles and demand, and revisit
the lease in 2020, if needed.

‘The initial rent of $1,033,790 consists of $1,006,888 for the 38,082 square foot Parcel A and
$26,902 for the .16 acre Parcel B. The initial annual rent of $1,006,888 for Parcel A is based on
the warehouse rate (including related office space) of $26.44 per square foot per year in the FY
2019-20 Airport Rates and Charges, which are set annually by the Airport Commission. This
amount would be adjusted annually in accordance with adjustments to the Airport Rates and -
Charges. The initial annual rent of $26,902 for Parcel B is based on the rate of $168,138 per
acre applied to its ,16 acre size. This would also be adjusted annually on the lease anniversary
based on'the Consumer Price Index(CPl). According to Ms. Oberle, this acreage rental rate has

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST -
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BUDGET AND FINANCE SUB-COMMITTEE MIEETING Juwy 10,2019

been standardized across Airport ground leases. The key provisions to the lease are shown in
Table 1 below.

Table 1: Key Provisions of Proposed Lease

Premises Parcel A: 38,082 square feet of space in Airport Building 648
. Parcel B: 0.16 acres of ramp space adjacent to Airport Building 648
Term One year

‘Options to Extend Two one-year options to extend
Initial Annual Rent  Parcel A: $1,006,888 ($26.44 per square foot)
Parcel B: $26,902 ($168,138 per acre)
, Total: $1,033,790
Rent Adjustments Parcel A: Annually based on Airport Rates and Charges
. Parcel B: Annually based on CP1
Utilities Paid by tenant

In the initial one-year term of the lease, the Airport would receive $1,033,790 in rent. Should
the Airport exercise the options to extend, it would receive approximately $3,194,521 in rent
over the total three—year term. Projected rents prepared by SFO staff are shown in Table 2

below.*

Table 2: Projected Rents Paid by China Airlines

Year Square Rent Per Parcel A Ramp Rent Per ParcelB  Total Rent
Feet Square Rent Acreage Acre Rent
Foot Subtotal - Subtotal
FY 2013-20 38,082  $26.44 51,006,888 016 - $168,138 $26,902  $1,033,790
FY 2020-21 38,082 $§27.23 1,037,095 0.16 $171,;501 27,440 1,064,535
FY 2021-22 38,082 $28.05 1,068,208 0.16 $174,931 27,989 . 1,096,196
Total $3,112,190 ' $82,331  $3,194,521

Source: SFO staff

The resolution states that the initial annual rent is $1,004,467, which is based on the Parcel A

rental rate of $25.67 per square foot in the FY 2018-19 Airport Rates and Charges. As the lease

would likely commence on or around July 1, 2019, the resolution should be updated to reflect
~the FY 2019-20 Airport Rates and Charges, or $26.44 per square foot. ‘

- 1. Amend the proposed resolution to state that the initial annual base rent is $1,033,790.
2. Approve the proposed resolution as amended.

! parcel A rents are projected to increase three percent annually, based on annual three percent increases to the
“cargo rental rate in the Airport Rates and Charges in each of the past three years. Parcel B rents are projected to
increase two percent annually with CPl increases.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
10
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BUDGET AND FINANCE SUB-COMMITTEE IMEETING JuLy 10, 2019

Item 6 Department:
File 19-0515 San Francisco International Airport (Airport)

-EXECUTIVE SUMMARY -

Legislative Objectives'

e The proposed resolution would approve the terms of the San Francisco International
Airport’s (Airport) 2011 Lease and Use Agreement with lberia, Lineas Aéreas de Espafia,
S.A. Operadora, Sociedad Unipersonal {including Iberia when doing business as LEVEL
Spain) (Iberia) to conduct flight operations at the Airport for a term of approximately two
years, from approximately July 2019 through June 2021.

Key Points

e In 2011, the Airport negotiated a new Lease and Use Agreement (2011 Lease) with its
domestic and international airlines. The 2011 Lease allows airlines to provide flight |
operations and rent terminal space at the Airport with a common set of provisions,
inciuding rent and ianding fees, permitied uses, and use or common facilities. The 2011
Lease will expire June 30, 2021.

e |beria began conducting flight operations at the Airport under an Operating and Use
Permit executed in April 2018. Iberia now wishes to sign onto the 2011 Lease.

e International Terminal Joint Use Space rent is determined annually by formula, with 20
percent of total rent divided equally between all airlines, and 80 percent assessed
proportionally based on the number of passengers traveling on each airline each year.
Total rent is based on the Airport’s projected operating budget.

e landing Fees are determined annually as part of the Airport Rates and Charges. The
current fees for FY 2019-20 are $5.80 per 1,000 pounds for airlines that have signed the
2011 Lease, and $7.25 pér 1,000 pounds for airlines that have not. lberia would receive a
20 percent fee reduction after signing the lease.

Fiscal Impact

e In FY 2019-20, the Airport expects to receive approximately $1,100,000 in Joint Use Space
rent and $218,654 in Landing Fees from lberia, for a total of $1,318,654. The airline will
pay approximately $54,664 less in landing fees under the proposed lease in FY 2019-2020
than it would have under its current permit, consistent with the rates charged to. all
‘airlines under the Airport’s Lease and Use Agreement.

o Asthere are many variables that affect the Joint Use Space Rent and Landing Fees, Airport
staff cannot provide project revenues in future years due to the uncertainty of certain
variables. '

Recommendation

e Approve the proposed resolution,

SAN FRANCISCO BOARD OF SUPERVISORS ' BUDGET AND LEGISLATIVE ANALYST
11 ‘
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BUDGET AND FINANCE SUB-COMMITTEE MEETING : Juwy 10, 2019

City Charter Section 9.118(c) states that any modification, amendment or termination of a lease
that had an initial term of ten years or more, including options to extend, or that had .
. anticipated revenues of $1 million or more is subject to Board of Supervisors approval.

In 2011, the San Francisco International Airport (Airport) negotiated a new Lease and Use
Agreement (2011 Lease) with its domestic and interhational airlines. The 2011 Lease allows
airlines to provide flight operations and rent terminal space at the Airport and provides a
common set of lease provisions that are used for these airlines. Such provisions include rent
and landing fees paid by the airlines to the Airport, permitted uses of the premises, use of
common facilities, and numerous other provisions. The 2011 Lease will expiAre'June 30, 2021.

- lberia, Lineas Aéreas de Espafia, S.A. Operadora, Sociedad Unipersonal (including Iberia when
doing business as LEVEL Spain) (lberia) commenced flight operations at the Airport under an
Operating and Space Permit executed in April 2018. Iberia now wishes to sign onto the 2011
Lease. By signing the 2011 Lease, Iberia would continue paying the same Shared Use Fees, but
would receive a 20 percent discount on Landing Fees. The Airport Commission approved the
2011 Lease with Iberia on April 16, 2019. '

The proposed resolution WOuld approve the 2011 Lease with Iberia to conduct flight operations
at the Airport, for a term of approximately two years from July 2019 through June 2021. The
key provisions of the 2011 Lease are summarized in Table 1 below.

Table 1: Key Provisions of 2011 Lease for Iberia

Term Approximately two years, from July 2019 through June 2021
International Terminal 627,414 square feet ’
Joint Use Space

International Terminal  Determined annually by formula; 20% of total rent divided equally

Joint Use Space Rent between all airlines, 80% assessed proportionally based on number of
‘ airline passengers '
Landing Fees Determined annually by Airport Rates and Charges, currently $5.80 per
1,000 Ibs. for FY 2019-20
Deposit. Two months of Terminal Area Rentals, Landing Fees, usage fees per rates

and charges

Under the 2011 Lease, theria would rent foint Use Space in the International Terminal. Joint Use
Space rent is determined annually by a formula, with 20 percent of the total rent assessed by
the Airport equally to all airlines, and 80 percent assessed proportionally based on the number

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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of inbound and outbound passengers travelling on each airline each year. The Joint Use Space
formula is used to determine rent for all airlines in service at the Airport, regardless of whether
or not the airline has signed onto the 2011 Lease. According to Ms. Sandra Oberle, Airport
Senior Property Manager, in FY 2019-20 Iberia is projected to pay approximately $1,100,000 in
Joint Use Space rent. v :

In addition to Joint Use Space rent, airlines also pay Landing Fees to the Airport, which are set

“annually as part of the Airport Rates and Charges. The Landing Fee for FY 2019-20 is $5.80 per
1,000 pounds for airlines that have signed the 2011 Lease, and $7.25 per 1,000 pounds for
airlines that have not signed the 2011 Lease. By. signing onto the 2011 Lease, Iberia would
receive a 20 percent cost reduction in Landing Fees. According to Ms. Oberle, Iberia is expected
to pay approximately $218,654 in Landing Fees in FY 2019-20, representing a reduction of
_S54,664 from landing fees paid under the airline’s permit.

A summary of projected rent and fees paid by Iberia is shown in Table 2 below. However,
according to Ms. Oberle, landing fees are based on a schedule that is not finalized and will most
likely change. As there are many variables that affect these rates, it is difficult for the Airport to
confidentiy project revenues in future years. However, for FY 2019-20, the revenues represent
a reduction in landing fees due to the airline being allowed to pay the lower $5.80 per 1,000
pounds under the terms of the 2011 Lease as compared to $7.25 per 1,000 pounds that the
“airline has been paying under its permit. SFO staff estimate that the loss due to this lower rate
will be $54,664. However, the 2011 Lease'provides more certainty to the Airport that airlines
will be operating at SFO long term, while the operating permlts are issued on a month to-
month ba5|s

Table 2: Anttcnpated Rent and Fees Paid by Iberia in FY 2019-20

Joint Use Space Rent - $1,100; 000
Landing Fees 218,654
Total . | $1,318,654 .

RECOMMENDATION

Approve the proposed resolution.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST .
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San Francisco International Alrport

May 3, 2019 .
N
Ms, Angela Calvillo b=
Clerk of the Board O
Board of Supervisors N 5 T’*
City Hall E
1 Dr. Carlton B. Goodlett Place, Room 244 -
San Francisco, CA 94102-4689 =

Subject: Facility Lease No. 19-0021 between China Airlines Limited and the Clty and COIL @g
San Francisco, acting by and through its Airport Commission

Dedr Ms. Calvillo:

Pursuant to Section 9.118 of the City Charter, I am forwarding for the Board of Supervisors’
approval Facility Lease No. 19-0021 between China Airlines Limited and the City and County of
San Francisco, acting by and through its Airport Commission. This Lease allows China Airlines
Limited to continue its ocoupancy in approximately 38,082 square feet of exclusive use space in

Airport Building 648 and the adjacent 0,16 acres of exclusive use ramp space on Plot 50 at
San Francisco International Airport.

The following is a list of accompanying documents:

Board of Supervisors Resolution (one original and one copy);
s  Approved Airport Commission Resolution No. 19-0021;
Memorandum accompanying Airport Commission Resolution No. 19-0021;

SFEC-126 (Board of Supervisors.and Mayor’s Office) for China Airlines Limited; and
e A copy of Facility Lease No. 19-002.

The following person may be contacted regarding this matter:

Sandra Oberle

Senior Property Manager
(650) 821-4525
Sandra.Oberle@flysfo.com

Corina M.
Comnﬁss@@iary

Fnclosures

cc  Sandra Oberle, Aviation Management
Cathy Widener, Airport Governmental Affairs

AIAPORT COMMISSION CITY AND COUNTY OF SAN FRANCISCO

LONDONJIRHFED LABRY MAZZOLA  LINDAS. CRAYTON ~ ELEANORJOHNS  RICHARD }, GUGGENHIME  MALCOLM YEUNG  IVAR C. SATERO
MAYOR bec: chron/doc ftERIDGSThy Bong/ DYHIRARGRIZENT

" AIRPORT DIRECTOR
%IS\WWMWWWW@WWW

Post Office Box 8097 San Francisco, California 94128  Tel 650.821.5000 Fax 650.821.5005 www.flysfo.com
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File No._ 190514
FORM SFEC-126:
NOTIFICATION OF CONTRACT APPROVAL
(S.F. Campaign and Governmental Conduct Code § 1.126)
City Elective Officer Information (Please print clearly.)

Name of City elective officer(s): ‘ 4 City elective office(s) held:
Members, SF Board of Supervisors Members, SF Board of Supervisors

Contractor Information (Please print clearly.)
Name of contractor:

CHINA AIRLINES LTD

Please list the names of (1) members of the contractor’s board of directors; (2) the contractor’s chief executive officer, chief
Jinancial officer and chief operating officer; (3) any person who has an ownership of 20 percent or more in the contractor;
(4) any subcontractor listed in the bid or contract; and (5) any political committee sponsored or controlled by the contractor.

Use additional pages as necessary.
1. Chairman: Nuan-Hsuan Ho _ ,
Members: Lo-Ming Chung, Kwang-Hung Ting, Su-Ming Lin, Hsiao-Hsien Luo, Kuo-Fu Lee, Tin-Yu
Ting, Jia-Shi Jong, Chuan-Yi Cheng, Han-Ming Chen

2. Su-Chien Hsieh, CEQ/COQ; Young Chang, CFO
3. None
4. None
5. None
Contractor address:
No. 1, Hangzhan S. Road, Dayuan District, Taoyuan City, 33758, Taiwan, R.0.C.
Date-that contract was approved: Amount of contract:

$1,033,790 for the first Lease Year

Describe the nature of the contract that was approved: ,
Airport Commission Resolution No. 19-0021. For exclusive use space in Airport Building 648 and adjacent
exclusive use ramp space on Plot 10.

Comments:

This contract was approved by (check applicable):

1 the City elective officer(s) identified on this form

M a board on which the City elective officer(s) serves ___San Francisco Board of Supervisors
' Print Name of Board

O the board of a state agency (Health Authority, Housing Authority Commission, Industrial Development Authority

Board, Parking Authority, Redevelopment Agency Commission, Relocation Appeals Board, Treasure Island
Development Authority) on which an appointee of the City elective officer(s) identified on this form sits *

Print Name of Board

Filer Information (Please print clearly.)

Name of filer: : Contact telephone number:
Angela Calvillo, Clerk of the Board of Supervisors (4156) 554-5184
Address: E-mail:

City Hall, Room 244, 1 Dr. Carleton B. Goodlet Pl., SF, CA 94114 Board.of.Supervisors@sfgov.org

Signature of City Elective Officer (if submitted by City elective officer) Date Signed

Signature of Board Secretary or Clerk (if submitted by Board Secretary or'Clerk) - Date Signed
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