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FILE NO. 190880 RESOLUTION NO.

&2011 Airport Lease and Use Agreement El Al Israel Airlines Limited - Est;mated Rent.
1,300,879.46] A ‘

Resolution approving a 2011 Lease and Use Agreement between the City and County of
San Frencisco, acting by and thi'ough its Airport Commission, and El Al Israel Airlinee
Limited, a corporation in Israel, to conduct flight opefations at San Francisco |
International Airport, effective the first day of the'mo’nth following full approval by the
City and expiring on June 30, 2021,hwith an estimated rent of $1,300,879.46 for

Exelusive Use Space rent, plus Joint Use Space rent and landing fees.

WHEREAS, El Al lerael Alrlines Limited (“El Al”) commenced flight operations at -
San Francisco International Airport on May 13, 20']9, pursuant to Airline Operating and Space
Permit No. 4696; and |

WHEREAS, The City and County of San Franciseo, acting by and through its Airport
Commission (“City”), has entered into a2 2011 Lease and Use Agreement (2011 Lease”) with
57 other airlines, effective July 1, 2011 for a term of ten years, to provide for the continuation .
of ﬂight operations and terminal renital by such airlines at the Airpert; and

WHEREAS‘, El Al desires to become a signatory to the 2011 Lease, which grants it the
right to conduct flight operations with the City under the same terms and conditions as other
signatory aiflines except that the term will be approximately two years to commence on the
first day of the month following full approva] by the City; and |

WHEREAS, El Al rents approx1mately 2,806 square feet of Exclusive Use Space and
uses the International Terminal Joint Use Spaces and support facilities, as summarized on
Attachment A; and

WHEREAS On May 21, 2019, the Alrport Commxsston adopted Resolutlon No. 19—
0126 approving a 2011 Lease with El Al; and

Alrpert Commission ‘
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WHEREAS, A copy of the 201 1 Lease is on file with fhe Clerk of the Board of
Supervisors in File No. 190880, 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 Supervisots hereby approves 2011 Lease No. 19-0126

~ with El Al; and, be it

FURTHER RESOLVED, That within 30 days of the contract being fully executed by all
parties, the Airport Commission shall provide a copy of the final contract to the Clerk of the

Board for inclusion into the official file.

Airport Commission , .
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ATTACHMENT A

Excluéive Spaces in the International Terminal

(in square feet)

© © ~N o o b~ W N

CATEGORIES OF RENT -
T : _ - TOTAL
| I 1 _ v \Y
0 1,940 866 0 | 2,806
Joint Use Spaces in the International Terminal
(in square feet) |
- CATEGORIES OF RENT -
' , TOTAL
2l - [ N V
133,794 214,307 12,025 | 265,400 1,888 627,414

Airport Commission |
BOARD OF SUPERVISORS
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BUDGET AND FINANCE COMMITTEE MEETING ‘ OcToBER 2, 2019

ltem 6
File 19-0880

Department:
San Francisco International Airport (Alrport)

Legisiative Objectives

e The proposed, resolution would approve the terms of the San Francisco International
Airport’s {Airport) 2011 Lease and Use Agreement with El Al Israel Airlines Limited (El Al)
to conduct flight operations at the Airport for a term of approximately one year and nine
months, from approximately October 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,
including rent and landing fees, permitted uses, and use of commen facilities. The 2011
Lease will expire June 30, 2021. El Al began conducting ﬂlght}operatlons at the Airport
under an Operating and Use Permit executed in May 2019. El Al 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 travelling on each airline each year.
Exclusive Space rent is determined annually as part of the Airport Rates and Charges. El Al
would rent 1,940 square feet of Category il space at $248.75 per square foot and 866
square feet of Category Ill space at $165.83 per square foot. '

¢ 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 per 1,000 pound for airlines that have not. El Al would receive a-20 -
“percent fee reduction after signing the lease.

Fiscal Irhpact

e From October 2019 through June 2020, the Airport expects to receive approximately
$469,638 in Exclusive Space rent and -approximately $839,016 in Joint Use Space rent. In
FY 2020-21, the Airport expects to receive approximately $674,696 in Exclusive Space
rent. As the Joint Use Space formula varies depending on the airlines commencing and

. ceasing operations, the Airport cannot provide reliable rent projections in FY 2020-21.

» As the landing Fees are highly variable and depend on market conditions, the Airport
cannot provide reliable projections.

Recommendation

e Approve the proposed resolution,

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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MANDATESTATEMENT

- 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 Superwsors approval

- BACKGROUND

In 2011, the San Francisco International Airport (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 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 expire June 30, 2021.

El Al Israel Airlines Limited (El Al) commenced flight operations at the Airport under an
Operating and Space Permit executed in May 2019, which did not require Board of Supervisors’
‘approval. El Al now wishes to sign onto the 2011 Lease. By signing the 2011 Lease, El Al would
continue paying the same Joint Use Space rent and Exclusive space rent it currently pays to the

" Airport, but would receive a 20 percent discount on Landing Fees. The Airport Commission
approved the 2011 Lease with El Al on May 21, 2019.

;:DETAILS OF PROPOSED LEGISLATION

The proposed resolution would approve a 2011 Lease and Use Agreement between the Airport
and El Al Airlines to conduct flight operations at the Airport. The key provisions of the 2011
Lease are summarized in Table 1 below. :

Table 1: Key Provisions of 2011 Lease for El Al

Term Approximately one'year and nine months, from October 2019 through June 2021

International Terminal
Exclusive Space

2,806 square feet, of which 1,940 square feet are Category Il space and 866
square feet are Category |I} space’

International Terminal  Determined annually by Airport Rates and Charges, currently $248,75 per square

Exclusive Space Rent

foot for Category Il space and $165.83 for Category lll space

International Terminal
Joint Use Space

627,414 square feet

International Terminal
Joint Use Space Rent

Determined annually by formula; 20% of total rent divided equally 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 lbs.
for FY 2019-20

Deposit

Two months of Terminal Area Rentals, Landing Fees, usage fees, per rates and -
charges

Category Il space includes VIP clubs and lounges, baggage claim lobbles, baggage service offices, curbstde check-
in, and other enclosed space, departure Jevel and above, Category Il space includes other enclosed space, arrlvals

level and below.

SAN FRANCISCO BOARD OF SUPERVISORS

BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING . OCTOBER 2, 2019

Exclusive Space and Joint Space Rent

El Al would continue to pay Exclusive Space and Joint Use Space rent in the International
Terminal, at the same rates as the El Al's current agreement with the Airport. Exclusive Space
rent is determined annually by the Airport Rates and Charges. El Al would pay approximately
$1,144,334 in Exclusive Space rent over the approximately one-year and nine-month term of
the lease, as shown in Table 2 below.,

Table 2: Exclusivé Space Rent Paid by EIl Al

Category Annual Rent Squére FY 2019-20  FY 2020-21  Total Rent
per Square Foot®* Footage (9 Months) (12 Months) Paid

Category Il $248.75 1,940 $361,931 $519,959  $881,890
Category Il 165.83 - 866 107,707 154,737 262,443

Total - $469,638 $674,696 $1,144,334

*Totols may not add due to rounding

Joint Use Space Rent is determined annually by 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 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 Airpott, regardless
of whether or not the airline has signed onto the 2011 Lease. According to Mr. Sean Murphy,
Airport Property Manager, El Al is expected to pay approximately $839,016 in Joint Use Space
rent in from October 2019 through June 2020. As different airlines commenceé and cease
operations throughout the year, the formula will likely be adjusted. Accordmg to Mr. Murphy,
Joint Use Space Rent cannot be reliably prOJected for FY 2020-21.

Landing Fees

In addition to Exclusive Space and 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 for
Airlines that have not signed the 2011 Lease. By signing onto the 2011 Lease, El Al would
receive a 20 percent cost reduction in Landing Fees. According to Mr. Murphy, the number of
flights, weights'of the aircrafts, and aircraft types used are highly variable and depend on
market conditions. Therefore, the Airport cannot provide reliable Landing Fee projections.
According to Mr. Murphy, adding El Al to the 2011 Lease Agreement provides greater certainty
to future Airport revenues than if the airline were operating through-an annual Operating and
Space Permit, which has a shorter term than the 2011 Lease.

Deposit: Decrease in Revenue

According to Mr. Murphy, as of this Writi.ng, El Al has paid the Airport a deposit of $1,131,504
for six months of fees per the conditions of its Operating and Space Permit. Since the 2011

* According to Mr. Murphy, annual Exclusive Space Rent is projected to increase by approximately 7.7 percent in FY
2020-21, to $268.02 per square foot for Category Il space and $178.68 per square foot for Category Il space.

SAN FRANCISCO BOARD OF SUPERVISORS _ BUDGET AND LEGISLATIVE ANALYST
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Lease only requires two months of fees, El Al would be entitled to a $754,336 refund to its
deposit. : '

RECOMMENDATION

Approve the proposed resolution.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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LEASE AND USE AGREEMENT

THIS LEASE AND USE AGREEMENT (the “Agreement™) is made and entered info as
of the Reference Date by and between the CITY AND COUNTY OF SAN FRANCISCO (the
“City”), a municipal corporation acting by and through its AIRPORT COMMISSION (the
“Commission™), and the AIRLINE identified in the foregoing Summary.

RECITALS

A, The City, acting by and through its Commission, owns and operates the San.
Francisco International Airport, which is located in the County of San Mateo, State of California.

B. Under the City Charter, Commission is charged with the management,
supervision, operation, use, maintenance, extension, construction, and control of the Airport and

is authorized to enter into all contracts, leases, permits, and agreements relating to matters within
its jurisdiction and properties. :

C..  Airline desires to enter into this Agreement in order to operate at the Alrport and
“to lease and use certam space in one or more Terminals,

D.  Pursuant to the Commission resolution identified in the Summary, Commission
has determined that entering into this Agreement-is in the best interest of City and has authorized
the execution of this Agreement. Pursuant to the Board resolution identified in the Summary, the
Board and the Mayor, each acting in their sole and absolute discretion, have determined that

entering into this Agreement is in the best interest of C1ty and have authorized the execution of
this Agreement.

- NOW THEREFORE, in consideration of the foregoing and of the mutual covenants set -
forth herein, and other good and valuable consideration, receipt of which is hereby -
acknowledged, the parties do mutually agree as follows:

ARTICLE 1. DEFINITIONS

Section 101 _ Definitions. The following words, terms, and phrases, Wherever used in this

Agreement, including this Section, shall for the purpose of this Agreement have the meanings
respectively ascribed to them in this Section.

“ACAA” means the Air Camer Access Act, 49 U.S.C. Sectlon 41705 as amended and
supplemented

“Activity Report” means a monthly air traffic activity report submitted in accordance
with Section 401(C) in substantially the form attached hereto as Exhibit P, as modified from time
to time.

. “ADA” means, collectively, the Americans with Disabilities Act, 42 U.S.C. Sections
112101 et seq. and Title 24 of the California Code of Regulations, as amended and supplemented.

-1..
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“Affiliate Airline” means a non-Signatory Airline that is operating at the Airport under
_an Operating Permit with City and either (i) is a wholly owned subsidjary of a Signatory Airline,
(ii) is a subsidiary of the same corporate parent of the Signatory Airline or (iii) shares flight
codes with a Signatory Airline at the Airport, or (iv) operates cargo feeder flights at the Airport
under the direction and control of a Signatory.Airline. Further, notwithstanding that a non-
Signatory Airline may satisfy any of the critetia above, if such non-Signatory Airline is able to
sell its own seats for flights at the Airport, it shall not be classified as an Affiliate Airline of any
Signatory Airline.

“Agreement” means this Lease and Use Agreement.

“Air Carrier” means a legal entity certified by the Secretary of Transportation and
engaged in the business of schedunled or non-scheduled commercial transportation by air of
persons, property, mail, parcels and/or cargo.

“Airfield Area” means the Cost Center that includes all runways, taxiways, ramps,

. aprons, landing areas, adjacent infield areas, and related support facilities (e.g., perimeter dike,
drainage pumping stations, field lighting, navigational aides, ARTF suppoit facilities, fire and
rescue watercraft, boathouses and related support facilities, and cart roads).

“Airfield Area Net Expense” has the meaning given such term in Section 503(A).
“Aljrline” means the Air Carrier that is a party to this Agréement.

“Airline Entity” means Airline’s officers, contractors, employees, agents,
representatives, licensees and/or invitees, and their successors and asmgns provided, however,
that Airline Entity shall not include passengets.

“Airline Leased Space” means the Joint Use Space, Exclusive Use Space, and
Preferential Use Space in the Terminal Ared leased to any Signatory Airline,

A “Adirline’s Notice Address” means the address set forth in the Summary, or such other
-address as Airline may designate in writing to City.

“Airline Rates and Charges” means all Landing Fees and Terminal Area Rentals,
inclusive of rentals for Exclusive Use, Joint Use, and Preferentlal Use Space, paid by Signatory
Airlines and Affiliate Airlines.

“Airline Representative” means a representative of Airline who is authorized to act on
behalf of Airline, as specified in writing by Airline to City. The initial Airline Representative is
identified in the Summary.

“Airport” means-the San Francisco International Airport.
“Airport Cost Accounting System” means the system for collection, allocation, and

- reporting of revenues, expenses and debt service associated with the operation of the Airport in
such a manner that will ensure the availability of proper data to support the calculation of Airline

-2
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Rates and Charges required under this Agreement. The Airport Cost Accounting System for
reporting revenues, expenses and debt service utilized by City will preserve the basic Cost
Centers and shall be in accord with Exhibit O which is incorporated herein by this reference.

“Airport Revenue Bonds” means taxable and tax-exempt obligations authorized and
issued, or to be issued, by City or for the benefit of Airport, including bonds, refunding bonds,
notes, bond anticipation notes, commercial paper, lease or installment purchase agreements or
certificates of participation therein, and other evidences of indebtedness, irrespective of priority
of payment, the principal of, premium, if any, and interest on which are payable directly or
indirectly from or secured in whole or substantial part by Revenues Airport Revenue Bonds do
not include Special Revenue Bonds.

“Airport Rules” means the reasonable and not unjustly discriminatory rules and
regulations as are now or may hereinafter be prescribed by City as provided in Section 1001.

“Airport Support Area” means the Cost Center that includes all areas and facilities
which support airline functions (e.g., hangars, aircraft inaintenance facilities, cargo facilities, fuel
farms, flight kitchens), Airport support, and City/State/federal installations, fixed base operators,
airline offices outside the Terminal Area, airline employee parking, Airport-maintained
employee parking, Airport support facilities with related parking, sewage/waste treatment plants
detention ponds, Coast Guard, FAA, FBL, Post Office and other related facilities, and all
unleased land not included in another Cost Center.

“Airport TY Guide” means the Airport’s Airline Tenant Improvement Guide, as
amended from time to time,

“Alterations” means the improvements installed by Airline at its expense in accordance '
with Section 903, including fixtures, furnishings, carpeting, decorations, finishings, equipment
and all other improvements which Airline deems necessary for the use of the Demised Premises
and which are not supplied by City.

' “Ahnual Service Payment” means a payment to City’s General Fund in accordance with
Sections 502(B) and 1510, or the equivalent amount determined in accordance with Section’
1510(C) and (E). '

“A0O&M Expense™has the meaning given such term in Exhibit O.

“Basic Rate” has the meaning given such term in Exhibit O.

“Basic Rental Adjustment” has the meaning given such term in Section'502(C)(v).

“Billing and Operational Information” means any information that may be requested
by City for the purposes of prowdmg timely and accurate billing to Airline and improving
Airport operations.

“Board” means City’s Board of Supervisors.
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~ “Capital Improvement” means a single Airport addition or improvement, including
equipment, which is purchased, leased or constructed at a cost of the Charge Trigger Amount or
more, and has a useful life in excess of three (3) years.

“Charge Trlgger Amount” means $626,257 in Fiscal Year 2008/2009 dollars, as
adjusted by the Index.

“City” means the City and County of San Franc1sco a municipal corporation, acting by
and through the Commission.

' “City Entity” means City, Commission, its members, or any officers, agents and
employees of each of them, and their successors and assigns.

“City Charter” means that certain document, as amended from time to time, that grants
City the legal authority to make and enforce all ordinances and regulations in respect to
municipal affairs, subject only to the restrictions and limitations provided in that document.

“Clty’s Notice Address” means the address set forth in-the Summary, or such other
address as may be designated by City from time to time.

“Cdde Requirements” means, collectively, all fire sprinklers, seismic retrofit, and other.
building code requirernents. .

“Commission” means the Airport Commission of the City.

“Common Use” means the use of facilities or equipment made available by the City for
use in cornmon by one or more Air Carriers, each for a limited, demgnated period subject to
payment of the applicable fees for such use.

“Common Use Gates” means the Gates as desx gnated, both in number and location, from
time to time by.the Director in accordance with Article 3.

“Common Use Support Facilities” means the Support Facilities in the Terminals
associated with the Common Use Gates or Common Use Ticket Counters.as such Support
Facilities are designated, both in number and location, from time to time by the Director in’
accordance with Article 3.

“Common Use Ticket Counters” means the ticket counters as désignated, both in
number and location, from time to time by the Director in accordance with Article 3.

“Concession Revenues” means (1) the fees and rentals collected by Commission acting
on behalf of City for the right to provide and operate restaurants, bars, newsstands, gift shops,
" specialty shops, advertising displays, insurance, public telephones and other merchandising
concessions and consumer services in the Terminal Area; (2) the fees and rentals collected by
Commission acting on behalf of City for the right to provide and operate courtesy vehicles,
ground transportation services, car rental services, hotels, service stations and other concessions
and services in the Groundside Area; and (3) the fees and rentals collected by Commission acting
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“on behalf of City for other activities and services in the Groundside Area such as public
automobile parking and traffic fines.

“Contingency Account” means the account of that name established pursuant to the
Master Bond Documents, funded with Revenues and other City moneys, the balance in which

serves to satisfy a portion of the debt service coverage requirements under the Master Bond
- Documents.

“Cost Centers” means the functional areas of the Airport used to indicate the general
geographic location of facilities and in accounting for revenues, expenses and debt service,
consisting of the “Airfield Area,” “Airport Support Area,” “Terminal Area,” “Groundside Area,”
- “Utilities Area,” and “West of Bayshore Area,” as further described in the deﬁmtlon of each
Cost Center and illustrated in Exhibit O.

“Demised Premises” means the space leased by City to Airline on an Exclusive Use,

Preferential Use, or Joint Use ba51s all as more particularly described in the Summary and
Exhibit D,

“Deposit” means Airline’s security deposit delivered in accordance with Article 13.

“Deposit Amount” means two (2) months of Terminal Area Rentals, Landing Fees,

usage fees, rates and charges, in the amount set forth in the Summary as required under
Article 13.

“Director” means the Airport Director, the Chief Executive Officer of the Airport.
“DT” or “Domestic Terminals” means Domestic Terminals T1, T2 and T3.

“DT Gate Management Protocols” means the protocols set forth in EXhlblt J,as s the
same may be amended from time to time.

“DT Ticket Counter Managem'ent Protocols” means the protocols set forth in
Exhibit I, as the same may be amended from time to time.

“Effective Date” means the date on which this Agreement becomes effective, namely,
the later of July 1, 2011 or the date on which the following conditions have been satisfied: (a)
each party shall have executed two duplicate originals of this Agreement and provided the other
- party with a fully-executed original of the same; (b) the Commission, the Board and the Mayor,
each acting in their sole and absolute discretion, shall have approved this Agreement and Airline
shall have received evidence of the same; (c) Airline shall have obtained all necessary and
appropriate corporate authorizations of this Agreement, and City shall have received evidence of
the same; and (d) Airline shall have delivered the Deposit in accordance with Amcle 13. The
actual Effectwe Date is set forth in the Summary.

“Environmental Laws” has the meaning given such term in Section 2001.

“Event of Default” means each event listed in Section 1501.
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“Exclusive Use Space” means space in a Terminal leased or permitted to a single Air
Carrier for its exclusive use. '

“Expiration Date” means June 30, 2021, unless terminated earlier as provided herein.
“FAA” means the Federal Aviation Administration or any succéssor'agcncy. ‘

“Fiscal Year” means the twelve (12) month period commencing on July 1 and expiring -
on June 30 of each year. : '

“Gate” means those portions of a Terminal individually comprised of a passenger
holdroom, together with any or all of the following equipment if owned by City: a passenger
loading bridge, a 400 MHz power unit, a pre-conditioned air unit, and related equipment. The
related ramp (apron) is not included in the Gate, but is retained by City-and used by the Air
Carrier using the related Gate.

“Gate Management Protocols” means, with respect to the IT, the IT Gate Management
Protocols, and with respect to the DT, the DT Gate Management Protocols.

“Groundside Area” means the Cost Center that includes all roadways and parkways,
courtyards, fences, walks, bridges and culverts, public parking lots, garages, hotels, service
stations, shuttle bus service (non-airline), consolidated renta] car facility, AirTrain system
including pedestrian bridges to Terminals, leased commercial unimproved areas, paved areas,
buildings and structures other than Terminals and Airport/government installations.

“Gross Terminal Space” means every square foot of interior space in the Terminal Area.
“Hazardous Materials” has the meaning given such term in Section 2001(B). ‘

“Information and Communications Technology” means the information and
communjcations technology (ICT) utilities, devices and displays provided by the Airport under
Section 803 including, but hiot limited to, telephone, gnided wire, wireless radio communications
(both cellular and Wi-Fi), satellite communications including television, and over-the-air

commercial high-definition television (HDTV).

“Index” means the Implicit Price Deflator Index for Gross Domestic Product published
by the U.S. Department of Commerce, Bureau of Economic Analysis, or its successor or
replacement. The specific dollar cost figures throughout this Agreement are based upon Fiscal
‘Year 2008/2009 dollars and shall be increased or decreased annually in proportion to changes in
the Index using as a base the figure for the second quarter of 2008 (ending in June), which was

121.890 (index numbers, 2005=100; seasonally adjusted; and Jast updated on October 30, 2008.)

“Integrated Pest Management” or “IPM?” has the meaning given such term in Section
1806(A). ' : ‘
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“IT” or “International Terminal” means the portion of the Terminal Area, together with
its connecting concourses, piers, boarding areas including extensions thereof, and satellite
buildings, known individually as the International Terminal.

“IT Domestic Turn Fee” means the fee collected for use of Gates in the IT by domestic
Alir Carriers, as provided in Section 405.

““IT Gate Management Protocols” means the protocols set forth in Exhibit H, as the
same may be amended from time to time.

“I'T Ticket Counter Management Protocols” means the IT Ticket Counter and Other

Joint Use Resources Management Protocols set forth in Exhibit G, as the same may be amended
from time to time. :

“Joint Use Formula” means the billing method applied to a specific area of Joint Use
Space. The Joint Use Formula(s) applicable to Airline, if any, are attached as Exhibit E.

“Joint Use Space™ means space ina T erminal that is leased or perinitted for use uymore
than one Air Carrier with payments by the Air Carriers utilizing such space calculated using the
Joint Use Formula applicable to such space.

“Joint Use Gate” means a Gate that is leased or permitted for use by more than one Air
Carrier in accordance with the terms of Section 204(A)(iv), with charges to the Air Carners
utilizing such Gate calculated using the applicable I oint Use Formula.

“Landing Fee Rate” means the cents per thousand pounds of Maximum Landing Weight
computed as provided in this Agreement, including Articles 4 and 5

“Landing Fees” means the fees payable by the Signatory Alrhnes and their Afﬁhate
~ Airlines as provided in this Agreement including Artlcles 4 and 5.

“Lease and Use Agreement” means a Lease and Use Agreement substantlally 1dent10al
to this Agreement which is executed by a Slgnatory Airline.

“Ma]orxty~1n—Interest” means more than fifty percent (50%) in number of the Signatory
Airlines who, on the date in question, account for more than fifty percent (50%) of the aggregate
weight for Revenue Ajrcraft Arrivals by the Signatory Airlines (inchuding their respective
Affiliate Airlines) at the Airport during the immediately preceding Fiscal Year.

“Master Bond Documents™ means each resolution, ordinance, trust indenture or other
. document authorizing the issuance of Airport Revenue Bonds and prescribing the covenants and
conditions attendant upon such issuance, including (a) Resolution No. 91-0210 adopted by the
Commission on December 3, 1991, and (b) Resolution No. 97-0146 adopted by the Commission
on May 20, 1997, each as amended and supplemented from time to time, or such successor
resolutions not inconsistent with the provisions of this Agreement.
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“Maximum Landing Weight” means the maximum weight in thousand pound units that
an aircraft is authorized by the FAA to land at the Alrport as recited in the flight manual
govemmg such aircraft.

“Non-Airline Revenues” means revenues of the Commission from sources other than
Airline Rates and Charges, as illustrated in Exhibit O,

“Operating Permit” means a thirty-day (30) revocable permit issued by City to an Air
Catrier who is not a party to a Lease and Use Agreement, to use, together with others so -
authorized, the ranways, taxiways, navigational aids, and other general use landing air facilities,
for its aircraft landing and takeoffs required in connection with its operations to and from the
Alirport.

“Passenger Facility Charge” or “PFC” means the fees authorized by 49 U.S.C. Section.
40117 and regulated by 14 CFR Part 158 as such statute and regulations currently exist or as they
may be amended durmg the Term of this Agreement. .

“Period of Use” means (a) with respect to thé use by a Signatory Airline (or its Affiliate
Airline) of its Preferential Use Gate, the period of time with respect to a Scheduled Operation
that such Signatory Airline is to use such Gate for a scheduled arrival and/or departure pursuant
- to the applicable Gate Management Protocols, (b) with respect to an Air Carrier’s use of a Gate
that is not its Preferential Use Gate, the period of time that such Air Carrier is authorized to use
such Gate for an aircraft arrival and/or departure pursuant to the applicable Gate Management
Protocols, and (c) with respect to ticket counters and/or Support Facilities, the period of time that
an Air Carrier is authorized to use such ticket counters and/or Support Facilities pursuant to the
applicable Ticket Counter Management Protocols.

“Pesticide Ordinance” has the meaning given such term in Section 1806(A).

“Pre-Existing Condition” has the meaning given such term in Section 2001(D). .

“Preferential Use” means with respect to a Gate, the scheduling preference over similar
- operdtions by another Air Carrier given to a Signatory Airline for the use of a Gate during -

applicable Periods of Use for such Signatory Airline’s Scheduled Operations.

“Preferentlal Use Gate” means a Gate assigned to a Signatory Airline for its Preferential
Use in accordance with Article 3.

“Preferential Use Space” means the Terminal Area space.leased by City to a Signatory
Airline on a Preferential Use basis as provided in Article 3, and with respect to the Demised
Premises leased to Airline, as described in Exhibit D.

“Public Space” means all Terminal Area space other than Alrhne Leased Spaoe
including without 111n1tat10n the space comprising Commion Use facilities.

“Release” has the meaning given such term in Section 2001(C).
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“Rental Surcharge” has the meaning given such term in Section 502(C)(dv).

“Requesting Airline” means an Air Carrier Wlthout adequate Gate access desirous of .
- operating at the Airport.

“Revenue Aircraft Arrival” means each aircraft arrival at the Airport for which the
applicable Air Carrier has received or made a monetary fee or charge, including flights which are
diverted to the Airport because of mechanical, meteorological or other precautionary reasons;
provided, however, that flights departing from the Airport and required to return to the Airport
for such reasons shall not be considered Revenue Aircraft Arrivals.

“Revenues” has the meaning given such term in the Master Bond Documents.

: “RIMAC” means the Resource Management Advisory Committee established under
Section 302.

~ “Scheduled Operation” means an Air Carrier’s operation (arrival or departure) that
occurs pursuant to a published scheduie.

“Scheduled Seats” means the average daily number of departing seats on the Scheduled
Operations of a Signatory Airline (including its Affiliate Airlines) to destinations in the United
States or Canada and on international flights allowed by City to operate from a DT, for the
month of August immediately preceding the Fiscal Year for which the determination under
Section 304 is being made, which is computed by dividing total departing seats for the Scheduled
Operations of a Signatory Airline (mcludmg its Affiliate Airlines) for the month of August by
thirty-one (31).

“Scheduled Seats Percenfage” has the meaning gi{/en such term in Section 304(A).

“Settlement Agreement” means the Settlement Agreement dated July 1, 1981, between
City and certain Air Carriers.

“SFAAAC” means the San Francisco Airline—Airport Affairs Committee:

“Shared Use Equipment” means common use technology such as CUPPS CUSS,
MU SE, CUTE, and other similar passenger processing equipment.

“Signatory Airline” means an Air Carrier, including Airline that signs a Lease and Use
Agreement.

“Space Category(ies)” shall mean the classification of the square footage attributable to
the Airline Leased Space for the purpose of establishing Terminal Rental Rates, as set forth in
Sectlon 502(D) hereof.

“Space Change Summary Notice” means a notice in the form of Exhibit L. Each Space
Change Summary Notice shall be deemed to form a part of this Agreement when executed by the
parties and shall not require or constitute a formal amendment to this Agreement.
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“Special Revenue Bonds” means taxable and tax~exempt obligations issued by City or
on behalf of Airport, including bonds, refunding bonds, notes, bond anticipation notes,
commercial paper, lease or installment purchase agreements or certificates of participation
therein and other evidences of indebtedness, the principal of, premium, if any, and interest on
which are payable from or secured in whole or substantial part by revenues other than Revenues.

“State” means the State of California.

“Summary” means the Summary of Major Terms set forth at the beginning of this
Agreement.

“Support Facilities” means t1cket office, outbound baggage makeup, mbound baggagc
makeup, baggage claim, and/or other support space.

“Surcharge Rate” has the meaning given such term in Exhibit O.

“T'1” means the portion of the Terminal Area, togethér with its connecting concourses,
piers, boarding areas including extensions thereof, and satellite buildings, known individually as
Domestic Termmal L.

“T2” means the portion of the Terminal Area, together with its connecting concourses,
piers, boarding areas including extensions thereof, and satellite buildings, known individually as
Domestic Terminal 2.

“T3” means the portion of the Terminal Area, together with its connecting conoourses
piers, boarding areas including extensions thereof, and satellite buildings, known individually as
Domestic Terminal 3. ' :

“Term” means the period of time during which Airline’s activities-at the Airport shall be
governed by this Agreement, as set forth in the Summary. Said Term shall begin on the -
Effective Date and, except as otherwise set forth herein, shall terminate on the Expiration Date.

“Terminal” means, individually or collectively, as the case may be, T1, T2, T3 and the
1T. ' ’

“Terminal Area” means the Cost Center that includes all areas within the Terrnmals
including concourses, boarding areas, pedestrian bridges, tunnel lobbies to garages,
meohamcal/utlhty areas, lobbies, ofﬁces Commxssmn facilities, baggage fac1l1t1es and storage
areas.

“Terminal Area Expenses” has the meaning given such term in Section 502(A).
“YTerminal Area Rental(s)"’ has the meaning given such term in Section 502(D).
“Terminal Area Rental Rate(s)” shall mean the rental rates established for Airline

Leased Space classified according to Space Category by location and function, as calculated i in
accordance Wlth Section 502(D).
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“Terminal Area Space” means those categories of space used in the caleulation of
Terminal Area Rentals for the Signatory Airlines as more particularly defined under “Gross
Terminal Space,” “Airline Leased Space,” and “Public Space.”

“Terminal Company” means an entity designated by Signatory Airlines and/or
representing Signatory and non-Signatory Airlines for the purposes set forth herein, including in
Sections 204(A), 209 and 1921 and Exlibit G.

“Ticket Counter Management Protocols” means, with respect to the IT, the IT Ticket

Counter Management Protocols, and with respect to the DT, the DT Ticket Counter Management
Protocols.

“Transfer” means any assignment, encumbrance, subletting or other transfer, whether
voluntary or involuntary or by operation of law.

“T'SA” means the Transportation Security Administration, or any successor agency.

CTTE 4 ng A »
Utilitics Arcea” means the Cost Centsr that includes t

7"17

acilities for water, gas,

S, 5eS

electricity, telecommunication and information systems, 1nclud1n xstrlbutmn systerns.

“West of Bayshore Area” means the Cost Center that mcludes all of the property
located west of U.S. Highway 101 currently under the jurisdiction of the Commission as
indicated on the map attached hereto as Exhibit A.

Section 102 Time Conventions. Every use of the term “day” shall refer to a calendar day
unless otherwise specified. Any reference to a time of day shall refer to the time of day at the
Airport unless otherwise specified.

ARTICLE 2. PREMISES; USE

Section 201. Lease of Demised Premises.

A. City, as owner and operator of the Airport, shall and does hereby demise and

_ let to Airline, and Alirline shall.and does hereby hire and take from City for the uses and purposes
herein enumerated, the Demised Premises for use from and after the Effectwe Date on the terms
and conditions set forth herein.

B. Following reasonable notice to Airline, Director may cause City to conduct a
space audit pursuant to which City re-measures the Demised Premises using the Airport’s then-
current measurement specifications, which space audit, shall only be conducted at reasonable
times. Following such measurement and notice to Airline, the Demised Premises description and
the rent shall be deemed adjusted per such measurement. Airport measurement specifications as-
of the Effective Date are set forth in Exhibit N, attached hereto.

C. Airline acknowledges and agrees that (a) City shall have the right at all times
to change, alter, expand, and contract the Airport; (b) City has made no representations,
warranties, or covenants to Airline regarding the design, construction, pedestrian traffic, or views
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of the Airport or the Demised Premises; provided, however, that all such changes, alterations,
expansions, and contractions, shall be subject to any consultation or approval requirements as
may be described elsewhere in this Agreement.. Without limiting the generality of the foregoing,
Airline acknowledges and agrees that the Airport (i) is currently undergoing, and may from time
to time hereafter undergo renovation, construction, and other Airport modifications; and (ii) may
from time to time adopt Airport Rules relatmg to secunty and other operational concerns that
‘may affect Airline’s busmess

Section 202 Permitted Uses. Airline may use the Airport for all such operations and functions
as are incidental, necessary or proper to the conduct of its air transportation business, including,
but not limited to, the rights set forth below, provided the same are conducted in accordance with
the conditions set forth in this Agreement and the Airport Rules; provided, however, that such
rights shall not be construed as authorizing the conduct of a separate business by Airline, but
shall permit Airline to perform such functions as are incidental to the conduct of air
transportation:

A. The use, with others so authorized, of the Airport and éppurtenances,
including the Terminal Area, the Groundside Area and the Airfield Area.

B. The operation of an air transportation business for the carriage of persons,
property, baggage, cargo, express and mail, including, but without limiting the generality hereof,
revenue, courtesy, test, training, inspection, emergency, charter and sightseeing flights.

C. The repairing, mamtammg, conditioning, servicing, testmg, parking or storage
of aircraft or other equipment operated by Airline or other Air Carriers.

D. The hiring and training on the Airport of personnel in the employ of or to be
employed by Airline, its contractors or other Air Carriers.

E. The sale, disposal, or exchange of Airline’s aircraft, engines, accessories,
gasoline, fuel, or other propellants, oils, greases, lubricants, and other equipment or supplies, to
permit Airline to perform such functions as are incidental to the conduct of its air transportation
business, and specifically, but without limitation, to permit the sale or disposal of any article or
goods used by, or bought for use by Airline in connection with its operation of an air
transportation business; provided, however, that Airline may not sell gasoline, fuel, or other
propellants, oils, greases, and other lubricants, to anyone other than a subsidiary, an affiliated
company, other Signatory Airlines, other Air Carriers, or others for use in aircraft being used in
connection with operations of Airline unless a particular grade is desired by others and is not
otherwise available from concessionaires at the Airport.

E. The servicing by Airline, or others, of Airline’s aircraft and other equipment
by truck or otherwise, with gasoline, fuel or other propellants, oils, greases, lubricants, or other
supplies including foods and beverages required by Airline. Notwithstanding anything to the

. contrary herein, (i) Airline acknowledges that City has granted, or may in the future grant, to one
or more parties the sole and exclusive right to operate a fuel storage and delivery system serving
the Airport; and (ii) Airline acknowledges and agrees that, to the extent it desires to receive
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distribution of jet fuel on Airport premises, it must receive such distribution from such party or
. parties, on the terms and conditions established by such party or parties. In no event will-Airline
have any right to operate a fuel storage and delivery system at the Airport.

G. Thé landing, taking off, flying, taxiing, towing, parking, lo'ading or unloading
of Airline’s aircraft, or the aircraft of any other Air Carrier.

H. The loading and unloading of property, cargo, express, mail and carriage of
employees, in properly designated facilities, by such motor vehicles or other manner of
conveyance as Airline may desire or require in the operation of an air transportation business,’
with the right to designate the Air Carrier(s) who shall regularly transport Airline’s employees,
property, cargo, express and mail to and from the Airport, subject to Subsection (O).

L The use, alone or in conjunction with other Air Carriers as provided herein, of
the Airport’s Common Use facilities and the Demised Premises for any and all purposes in
connection with and incidental to the operation of an air transportation business, including,
without limiting the generality hereof, the handling of reservations, the handling, ticketing,
billing and manifesting of passengers, baggage, express, cargo, property and mail, and the,
installation, maintenance and operation of radio and other communications equipment and
facilities, meteorological and navigational equipment and facilities (subject to coordination with
the Airport’s radio service). In addition, Aitline or any subsidiary of Airline, may, within the
confines of the Demised Premises leased to Airline hereunder and subject to the Director’s
approval, operate passenger clubs and lounges in the Terminal Area, and to the extent permitted
by law serve food and beverages in such passenger clubs and lounges.

J. The‘preparation by Airline, or a subsidiary of Airline, of food and beverage
service to be used in connection with the furnishing of air transportation by Airline or to provide

in-flight food and beverage services for other Air Carriers and to engage in any activities related -
thereto.

K. The mnstallation, maintenance and operation, by Airline alone, or in
conjunction with other Air Carriers, without cost to City, of a reasonable amount of suitable
airplane air conditioning equipment, auxiliary power, start-up and other miscellaneous support °
equipment, which equipment shall be subject to the approval of Director and shall be installed,
maintained and operated in accordance with the Airport TI Guide and the Airport Rules.

L. The installation and operation, at Airline’s expense, of signs identifying the
business of Airline, which signs shall be substantially uniform in size, type and location with
those of other Air Carriers, the number, general type, size, design and location.of such signs to
conform to the Airport TI Guide and the Airport Rules, and which signs shall be subject to the
approval of Director, such approval not to be unreasonably withheld

M. ‘The use of all public areas inside and outside the Terminal Area, which use
shall be nonexclusive. ’ ' S

N. The purchase or other acquisition of services or personal property of any
nature, including, but not limited to, gasoline, fuel, propellants, lubricating oil, greases, food,
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beverages and other materials, equipments and supplies deemed by Airline to be required by, or
incidental to, Airline’s operations, its exercise of the rights herein granted or its discharge of the
obligations herein imposed, from any person, partnership, firm, association, or corporation it
may choose pursuant to licensing requirements established consistent with Section 1001 hereof
and subject to Subsections (F) and (O).

O. City retains the right to regulate ground handlers and other service providers -
used by Airline. Airline is entitled to engage in its operations only those third-party ground
- handlers and service providers that are licensed or permitted by City to operate at the Airport. In
the event Airline agrees to ground handle any portion of the operations of another Air Carrier,
Airline shall provide City advance written notice of such proposed activities, including a
description of the type and extent of services to be provided. Notwithstanding the foregoing,
Airline shall not ground handle any Air Carrier which does not have the consent of City to
operate at the Airport. ' '

Section 203 Prohibited Uses. Exclusions and Reservations.

A. Airline shail not use the Airport or cause or permit its employees or others to
use the Airport for any other purpose than specified under the terms and conditions of this
Agreement. Without limiting the generality of the foregoing, Airline shall not do, cause or ‘
permit anything to be done in or about the Airport, or bring or keep anything thereon which will
in any way: ‘ e

(i) increase the rate of fire insurance upon the Terminal Area or any of its
contents; or ‘ :

(ii) subjectto Section 1001 hereof, conflict with any law, ordinance, rule or
regulation now in effect or which may hereafter be enacted or promulgated by any public
authority having jurisdiction; or

(ili) create a nuisance; or

(iv) obstruct or interfere with the rights of other tenants in the Terminal
Area; or :

(v) commit or suffer to be committed any waste; or

: (vi) place any loads upon the floor, walls, or ceiling which endanger the
structure; or i . ‘ '

(vii) obstruct the sidewalk or passageways or stairways or escalators; or
(viii) be unlawful.

B. Airline shall not knowingly interfere or permit interference with the use,
operation, or maintenance of the Airport, including, but not limited to, the effectiveness or
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‘ Aaccessibility of the drainage, sewerage, water, communications, fire protection, utility, electrical
or other systems installed or located from time to time at the Airport.

C. As soon as possible after release from proper authorities, Airline shall remove
any of its disabled aircraft from the airfield or aprons, shall place any such disabled aircraft only
in such storage areas as may be reasonably designated by the Director, and shall store such
disabled aircraft only upon such terms and conditions as may be reasonably established by City.
In the event Airline shall fail to remove any of its disabled aircraft as expeditiously as possible,
City may, after at least two (2) days written notice, but shall not be obligated to, cause the
removal of such disabled aircraft. Airline shall pay to City, upon receipt of an invoice, the costs
incurred for such removal plus fifteen percent (15%).

D. Airline shall not do or permit to be done anything, either by act or failure to
act, that shall cause the cancellation or violation of the provisions, or any part thereof, of any
‘policy of insurance for the Airport or that shall cause a hazardous condition so as to increase the
risks normally attendant upon operations permitted by this Agreement. If Airline shall do or
permit to be done any act not permitted under this Agréement, or fail to do any act required
under this Agreement, regardless of whether such act shall constitute a breach of this Agreement,
which act or failure, in and of itself, causes an increase in City’s insurance premiums, Airline
shall immediately remedy such actions upon notice from City to do so.

E. City may install or cause to be installed advertising and revenue generating
devices, including vending machines, in Joint Use Space and Preferential Use Space in the
Demised Premises; provided, however, that City shall not install or cause to be installed .
advertising for Airline’é direct competitors in Airline’s Preferential Use Space. Airline shall. -
purchase all advertising for any product or service other than air service arriving at or departing
from the Airport from the Airport’s advertising concessionaire. Any revenue generated by
advertising installed on Airline-owned equipment shall be shared by City and Airline as shall be
mutually agreed. City may also, at its sole option, install Information and Communications
Technology in any part of the Terminals excluding Airline’s clubs and lounges. City shall be
entitled to reasonable access to the Demised Premises so as to install or service such Information .
and Communications Technology. Income generated by such Information and Communications
Technology shall be aocounted for in the same manner as other Non-Airline Revenues of the
A1rport

E. Except as permitted or authorized by applicable Environmental Laws or
discharge requirements issued by the Airport or included in the Airport Rules, Airline shall not
dispose of nor permit any other person to dispose of any waste material into the sanitary or storm
sewers at the Airport or elsewhere (whether liquid or solid) unless such waste materials or

"products are first properly treated. Nothing herein shall prohibit Airline from disposing of
human waste taken from its aircraft in proper designated sanitary sewer facilities.

G. Airline shall not disturb any asbestos at the Airport without first obtaining all
permits and approvals as required by applicable Environmental Laws or by City. City shall
make available to Tenant upon request any surveys, reports, plans, or other documentation
regarding the presence or management of asbestos at the Airport.
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H. Any and all rights and privileges not specifically granted to Airline for its use
of and operations at the Airport pursuant to this Agreement are hereby reserved for and to City.

- Section 204 _ Space Classifications. For purposes of rent allocations and billing, all space is
either deemed Joint Use Space, Exclusive Use Space, Preferential Use Space, or Public Space.

A. Joint Use Sp' ace. All space designated as Joint Use Space has the following
characteristics:

HQ) Airline shall be entitled to use the Joint Use Space included in the
Demised Premises with others so authorized, subject to the provisions of Subsections 204(A)(111)
(iv) and (v) below.

. (ii) Rent on Airline’s Joint Use Space shall be based on the Joint Use
Formula applicable to such area of Joint Use Space.

(iii) If the Demised Premises include ticket counters and other resources used
by more than one Air Carrier within Joint Use Space in the IT, Airline shall be entitled to use the
" same with others so authorized. Such ticket counters and resources shall be assigned to Airline
for priority use as determined by a Terminal Company, based on the IT Ticket Counter
Management Protocols, which assignments are subject to C1ty s approval, not to be unreasonably
withheld. In determining Airline’s need, the Terminal Company shall include the needs of Air
Carriers being handled at such ticket counters and resources by Airline. When Airline is not
using the assigned ticket counters and resources, other Air Carriers may use some or all of the .
same, in accordance with the IT Ticket Counter Management Protocols. The Terminal Company
shall be responsible for arranging such use, based on the IT Ticket Counter Management
Protocols, and shall inform City of such arrangements with such frequencies as the parties shall
determine. Although City does not intend to review or approve each such arrangement, City
shall have the right to oversee and reasonably object to such arrangements or practices. In such
event, the Terminal Company shall revise its practices to satisfy City’s objection. City shall
manage the ticket counters and resources within the IT Joint Use Space in accordance with the IT
Ticket Counter Management Protocols during any perlod of time when there is no Terrnmal
Company under contract tg provide such servicecs.

(iv) Ifthe Demised Premises include Gates within Joint Use Space in the IT,
Airline shall be entitled to use such Joint Use Gates with others so authorized. Such Gates shall
be assigned to Airline for priority use as determined by a Terminal Company, based on the IT
Gate Management Protocols, which assignments are subject to City’s approval, not to be
unreasonably withheld. In determining Airline’s need, the Terminal Company shall include the
needs of Air Carriers being handled at such Gates by Airline. When Airline is not using the
assigned Gates, other Air Carriers may use some or all such Gates, in accordance with the IT
Gate Management Protocols. The Terminal Company shall be responsible for arranging such
use, based on the IT Gate Management Protocols, and shall inform City of such arrangements
with such frequencies as the parties shall determine. Although City does not intend to have daily
approvals over each such arrangement, City shall have the right to oversee and reasonably object
to such arrangements or practices. In such event, the Terminal Company shall revise its
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practices to satisfy City’s objection. City shall manage the Gates within the IT Joint Use Space
in accordance with the IT Gate Management Protocols during any period of time when there is
no Terminal Company under contract to provide such services.

(v) Other Joint Use Space in the Terminals may be managed by City or by
one or more Terminal Companies in accordance with management protocols, including the
Ticket Counter Management Protocols and Gate Management Protocols, as applicable. If
Director elects to treat an area in the Terminals as Joint Use Space, City may establish or
designate the necessary management protocols and Joint Use Formulas in consultation with the
Air Carriers that will use such J omt Use Space and any Terminal Company that will manage
such Joint Use Space :

: B. Exclusive Use Space. All space designated as Exclusive Use Space shall be
space with the following characteristics:

A (i) Airline shall have the exclusive right to occupy and use all Exclusive
Use Space included in the Demised Premises.

(i) Rent for all Exclusive Use Space shall be based on City’s rates and
charges, as calculated pursuant to this Agreement.

C. Preferential Use Space. All space de51gnated as Preferential Use Space shall
be space with the followmg characteristics:

) Airline shall be entitled to use Preferential Use 'Space‘ included in the
Demised Premises with others authorized in accordance with the provisions of Article 3.

(ii) Rent for all Preferential Use Space shall be based on City’s rates and
- charges, as calculated pursuant to this Agreement. ‘ ‘

D. Public Space. All space demgnatcd as Public Space shall be space with the
following characteristics:

» () Airline shall be entitled to use Public Space (other than space leased or
permitted to, or used by, other tenants or parties) within the Terminal Area with others so
authorized in accordance with the provisions of this Agreement and the Airport Rules.

(i) City-will periodically designate portions of the Public Space for use as
Common Use Gates, Common Use Ticket Counters and Common Use Support Facilities.

(iii) Airline’s use Qf- a Common Use Gate; a Common Use Ticket Counter or
Common Use Support Facilities shall be as provided by Article 3 hereof and the applicable Gate
Management Protocols and Ticket Counter Managernent Protocols. ",

(iv) Fees for the uise of Common Use facxhtles shall be established by City in
accordance with this Agreement. -
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Section 205 Rights of Way. Airline shall have the use and enjoyment of suijtable rights of way
in the Terminal(s) where the Demised Premises are located to install and maintain facilities
necessary to Airline’s air transportation operations, except that Airline shall not be entitled to

-any such rights of way for any function provided or available to Airline through City or a
Terminal Company. Airline shall have the use and enjoyment of suitable rights of way over,
under and upon the apron areas adjacent to the Demised Premises for the purpose of enabling - -
Airline, at its own expense, to install and maintain underground conduits, ducts, pipes, wires and
incidental pumps, motors, tanks, filters and other equipment which are or may be necessary or -
convenient in connection with the supply of power, airstart, and other services to Airline’s
aircraft, provided that such right(s) of way shall not be in competition with the exclusive fuel
,system described in Section 202(F) of this Agreement. The location or locations of said rights of
way and installations therein shall be subject to the prior written approval of Director. The use
and enjoyment of said rights of way shall not be subject to any charge whatsoever by City to
Airline. Notwithstanding anything to the contrary herein, Airline shall have no such right(s) of
way for any telecommunications systems, except and to the extent the same is consistent with the
Airport’s telecommunications policies and programs, including the Coimmunications Master Plan
and the Telecommumcatlons Infrastructure Policy, as the same may be amended ﬁom time to
time.

Section 206 Ingress and Egress. Subject to Airport Rules and applicable federal security
regulations, City hereby grants to Airline the followmg rights and privileges of ingress and
egress at the Airport: »

A. For Airline, its agents, employees, contractors and subcontractors: to the
public areas of the Airport and to those areas and facilities designated herein for use by Airline.
This right shall extend to aircraft, vehicles, machinery and’ equlpment used by or for the benefit
of Airline in its air transportation business.

B. For Airline’s passengers, guests and invitees: to areas leased exclusively,
jointly or preferentially to Airline and to public areas and public facilities. This privilege shall
extend to vehicles of such passengers, guests and invitees.

C. For Airline’s vendors, suppliers of materials and furnishers of service: to the
public areas of the Airport and to areas and facilities leased to or designated herein for use by
Airline. This privilege shall extend to vehicles, machinery and equipment of such vendors,
suppliers and furnishers of services used in their business of furnishing such supplies and
services to Airline; provided, however, that Commission may impose a charge upon Airline’s
suppliers or furnishers of service in an amount sufficient to recover the costs incurred in the
reasonable regulation by Commission of such suppliers or. furnishers of service in the exercise by
them of the foregoing right of ingress and egress.

The full and free right of ingress and egress provided for above shall not be used,
enjoyed or extended for any purpose or use in contravention of the provisions of Section 202
hereof unless expressly authorized by Director. When reasonably required for reasons of safety
or security, Director may limit access to any area within the Airport.
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Section 207 Accommodation of Other Air Carriers in Airline’s Exclusive Use Space.

A. To facilitate the entry of new Air Carriers and to-maximize the utilization of
facilities at the Airport, City shall first attempt to accommodate Air Carriers with space needs
with Preferential Use Gates as provided in-Article 3, Common Use famhtles Joint Use Space, or
uncommitted space available in the applicable Termmal

B. If the Common Use facilities or Joint Use Space cannot adequately
accommodate the requesting Air Carrier needs, City shall have the right to require
accommodation of a requesting Air Carrier in Airline’s Exclusive Use Space as follows: Airline
agrees, upon request by City, to make all reasonable-efforts to facilitate the temporary
accommodation of an Air Carrier’s operations, including use of space for a ticket counter area,
use of Airline’s baggage facilities and the rendering of customary ground services, if (1) Airline
has adequate capabilities, capacity, facilities and personnel therefor, after taking into account
_ Airline’s own requirements and contractual obligations, the compatibility of said Air Carrier’s
proposed operations with those of Airline, and (2) said Air Carrier enters into a written
agreement with Airline therefore and agrees to (a) pay Airline its established rates and charges

for such services, (b) indemnify and hold harmless Airline and Airline Entitjes to the same extent
~ as Airline is required to indemnify the City hereunder for claims or Lability (moludmg fines and
penalties arising out of or in connection with such Air Carrier’s acts or omissions or use of the
.Demised Premises), and (c) carry insurance in the amounts and of the type(s) as may be
reasonably requested by Airline, not to exceed the insurance required of Airline under this
Agreement. Any accommodation of an Air Carrier under the procedures hereof may be pursuant

to a sublease, handling agreement, or a combination thereof, mutually agreed upon by the parties
-and subj ect to the Director’s approval. '

C. Nothing contained in this Agreement nor the rights conferred herein shall
prevent or prohibit the entering into of inter-airline agreements between Airline and other Air
Carriers authorized to operate into and out of the Airport; provided, however, that any
agreements between Airline and another Air Carrier providing for the shared use of any of the

facilities in the Exclusive Use Space leased to Airline shall be approved in wrltmg by the
Dlrector

D. During any use of Airline’s facilities by another Air Carrier at City’s request
pursuant to this Section, Airline shall thereupon be relieved of any obligation under this
- Agreement to indemnify and save Harmless C1ty and City Entities with regard to any claim for
damages or personal injury arising out of or in connection with said accommodated Air Carrier’s
use of the Demised Premises unless proximately caused by the sole negligence of Airline or any
Airline Entity that has come upon the Demised Premises in connection with Airline’s occupancy
hereunder. The City shall, however, require such indemnification from such other A]I Carrier.

Secuon 208 Epvironmental Sustamablhtv Measures. From time fo time, City may adopt
certain environmental sustainability measures to minimize the environmental footprint of Airport
operations. Air Carriers operating at the Airport may also pursue various sustainability
measures. City encourages such initiatives and from time to time may call upon Airline to
cooperate with City where practicable in implementing sustainability measures that impact
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Airline operations such as tenant improverments to Leadership in Energy and Environmental
Design (LEED) Silver or better standards, 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. Airline shall agree to implement susta1nab1hty measures as required to meet City, State
and federal regulations.

Section 209 _ Equipment, Maintenance and Operating Agreements.

A. Domestic Terminals.

(i) City-owned passenger loading bridges and baggage handling systems.
-Airline will be responsible for equipment maintenance functions on City-owned baggage
handling systems, including high-tech maintenance, and passenger loading bridges at Preferential
Use Gates either directly through Airline’s employees or through one or more Terminal
Companies. City will be responsible for equipment mamtenance functions on City-owned
. passenger loading bridges at Common Use Gates.

(ii) Other Citv—owned equipment and systems. City will be responsible for
equipment maintenance functions on certain other City-owned equipment and systems utilized
by Airline, including but not limited to, centralized baggage handling system monitoring and
control systems related to exPloswe detection equipment, preconditioned air, and 400Hz ground
power.

B. International Terminal.

() City-owned passenger loading bridges and baggage handling systems.
Airline will be responsible for equipment maintenance functions on City-owned passenger
loading bridges and baggage handling systems either directly through Airline’s employees or
through one or more Terminal Companies. Airline will not be responsible for equipment
maintenance functions on City-owned eqmpment described in Subsection (11) below unless
otherwise agreed to by the parties.

. (i) Other City-owned equipment and systems. Unless otherwise agreed to
by the parties, City will be responsible for equipment maintenance functions on certain other
City-owned equipment and systems utilized by Airline, including centralized baggage handling
system monitoring and control systems related to explosive detection equipment, preconditioned
air, 400Hz ground power, and other equlpment owned by City as of the Effective Date. City
shall have sole discretion to retain or assign maintenance functions with respect to new
equipment acquired by City after the Effective Date upon consultation with the apphcable
Terminal Company or the Signatory Airlines operating from the IT.

C. Maintenance Standards. All equipment maintenance functions will be subject
to audit and oversight by City, and will be conducted in accordance with maintenance schedules,
record-keeping, reporting-and quality standards established by City. Airline will submit for
City’s approval a maintenance plan to meet City’s requirements. City reserves the right to
assume equipment maintenance functions for City-owned passenger-loading bridges and baggage
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handling systems following notice to Airline in the event, at City’s sole determination, Airline
fails to comply with maintenance standards established by City and to cure such failure within
ninety (90) days’ of City’s notice.

Section 210.__Relocation of Operations. From time to time during the Term of this Agreement,
part or all of the Demised Premises may be required (1) for implementation of improvements at
the Airport; (2) for accommodation of the traveling public; or (3) in order to maximize the use of
the Terminals and related facilities by Air Carriers (including Airline) and other tenants, lessees,
permittees, and users thereof, In said event, City shall provide at least sixty (60) days advance
written notice of the Director’s decision to reallocate space in the Terminals and of the schedule
for implementation of such reallocation. Director and Airline may agree to reasonable
extensions of time necessary to accommodate said reallocation. Airline hereby agrees to comply-
with any reallocation requirements. In any such reallocation, the actual, reasonable requirements
of Airline for Terminal space to accommodate its operations at the Airport shall be given
consideration. All reasonable moving costs resulting from relocation of Aitline in a City-
imposed temporary reallocation of space shall be funded by City, subject to rate recovery under
Articles 4 and 5; provided, however, that if removal of all or a portion of Airline’s trade fixtures
and other movable property from the existing premises and reinstallation of the same at Airline’s
new premises is possible and not unreasonable, Airline shall not be entitled to a replacement of
such fixtures or property. Notwithstanding any provision of this Section to the contrary, Airline
shall 1ot be entitled to reimbursement for relocation of or within (a) Joint Use Space, or (b)
Preferential Use Space resulting from the annual reallocation, acceptance or rejection of Gates -
accordance with Article 3. :

Section 211 [Reserved].-

Section 212" Termination.

A. Termination for Cessation of Use. Without limiting the generality of Section
1501 of this Agreement, City shall have the right to terminate this Agreement if Airline ceases
all Revenue Aircraft Arrivals at the Airport and such cessation continues for more than thirty
(30) consecutive days. To exercise such right of termination, City shall give a termination notice
to Airline. In such event, this Agreement shall terminate on the date specified in the notice. City
shall not have the foregoing right to terminate for such cessation if such cessation is caused by a
force majeure event described in Section 1908.

B. Mid-Term Optional Termination. Adrline shall have the option to request
termination of its use of up to twenty percent (20%) of its Exclusive Use Space prior to the
expiration of this Agreement; provided, however, that such a request may only be submitted
during the period comumencing July 1, 2015 through February 1,2016. To exercise this option,
Airline shall give City ninety (90) days written notice requesting the City’s consent to such
termination, effective July 1, 2016. If, in the City’s sole determination, the Exclusive Use Space
Airline intends to vacate has independent physical access and is otherwise functional and useable
by other Air Carriers or tenants, the City shall not unreasonably withhold approval of Airline’s
request under this Section. In case of a termination hereunder, City shall issue to Airline a Space
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Change Summary Notice documentmg the termination of any portxon of Airline’s Excluswe Use
_ Space under this Section.

C. Other Termination Rights. Airline may terminate this Agreement as provided
in Sections 911, 912, 1510 and 1511. '

D. Surrender of Demised Premises. All Demised Premises surrendered by
Airline under this Section shall be subject to the provisions of Section 1601.

Section 213 Recapture of Exclusive Use Space Following Involuntary Reduction in Number
of Preferential Use Gates. If the number of Preferential Use Gates assigned to Airline is reduced
during the Term of this Agreement for any reason, City may at any tirne thereafter and from time
to time, after taking into account any recommendations of the RMAC, at City’s sole discretion
and upon thirty (30) days written notice to Airline, terminate Airline’s rights touse allora
_portion of Airline’s Exclusive Use Space, including, but not limited to, ticket counters and
Support Facilifies, that is reasonably required to support the operations of other Air Carriers
using the Preferential Use Gates no longer assigned to Airline; provided, however, that City shall
not so terminate rights to Exclusive Use Space that, in the Director’s reasonable discretion, are
required to support Airline’s operations at Airline’s remaining Preferential Use Gate(s), if any.
In case of recapture hereunder, City shall issue to Airline a Space Change Summary Notice
documenting the recapture of any portion of Airline’s Exclusive Use Space under this Section.
. Airline’s surrender of Exclusive Use Space pursnant to this Section or surrender of Preferential
Use Gates shall be subject to the terms of Section 1601 of this Agreement.

Section 214 Recapture of Exclusive Use Space Following Rejection of Preferential Use Gates
by Airline. Whenever Airline declines to accept a Preferential Use Gate following allocation of
Gates pursuant to Section 304 City may at any time thereafter and from time to time, after '
taking into account any recommendations of the RMAC, at City’s sole discretion and upen sixty
(60) days written notice to Airline, reclaim all or a portion of Airline’s Exclusive Use Space
associated with the rejected Preferential Use Gate, including, but not limited to, tlcket counters
and Support Facilities, in accordance with the following procedure:

- A.. Ifthere is another Signatory Airline that is willing to lease the reclalmed
space, Airline and the other Signatory Airline shall attempt to negotiate an agreement as to any
changes to the condition or layout of the space, any required sharing of Support Facilities such as -
hallways and baggage areas, any associated costs, and any other provisions required to penmt the
other Signatory Airline to use the reclaimed space for its intended purpose.

_ B. If Airline and the other Signatory Airline cannot reach agreement on the items
listed above, City shall join the negotiations and attempt to mediate an agreement.

‘ C. If City is unable to mediate an agreement on the items listed above, the
Airport Director shall develop a reasonable solution and notify both Airline and the other
Slgnatory Airline of'the decision. -
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D. Any changes to Airline’s Demised Premises and the other Signatory Airline’s
leased space as a result of Subsections (A) through (C) above shall be documented by City
issuing a Space Change Summary Notice to Airline and the other Signatory Airline.

E. Airline shall be responsible for the cost of removing its furniture, fixtures, and
equipment from the réclaimed space and returning the reclaimed space to a tenantable condition
in accordance with the provisions of Section 1601 of this Agreement, and such reclaimed space
shall revert to the possession and control of City and may thereafter be made available by City
on a Common Use basis to other Air Carriers, or leased on an Exclusive Use or Preferential Use
basis to other Signatory Aitlines or Airport tenants.

F. Under no circumstances shall Airline be responsible for any costs greater that
those required to vacate its furniture, fixtures, and equipment, including communications and
utility lines, from the reclaimed space and to return the reclaimed space in the condition provided
in Section 214(E) above. Airline will not be responsible for any costs of extending utilities to
make the reclaimed space tenantable. .

Section 215 Airline-Owned Equipment in Demised Premises.

A. If Airline leased space in one or more of the Domestic Terminals prior to the
Effectwe Date of this Agreement, any equipment or trade fixtures (including without limitation
passenger loading bridges and baggage handling systems) owned by Airline located in such
space shall be treated as follows: ,

(i) I the previously leased space where such equipment or trade fixtures are

located remains in the Demised Premises under this Agreement, City and Airline agree that such
equipment or trade fixtures may remain in the Demised Premises under Airline ownership -
subject to the provisions of this Agreement. With respect to such equipment or trade fixtures
. located at or associated with a Preferential Use Gate, Airline hereby grants City and/or any other
Alir Carrier using such Gate the right to use the Airline-owned equipment or trade fixtures
located at or associated with such Preferential Use Gate in accordance with the terms of this
Agreement.

(ii) If the previously leased space where such equipment or trade fixtures are
located is not included in the Demised Premises under this Agreement, the treatment of such
equipment or trade fixtures prior to the Effective Date shall be determined in accordance with the
terms of the prior lease or permit for such space, unless City and,Airline shall have made
alternate arrangements.

, B. If a Preferential Use Gate previously assigned to Airline is no.longer assigned
to Alrline (either because Airline declines to accept such Gate during the annual allocation
process under Section 304 or for any other reason), and Airline-owned equipment ot trade
fixtures are located at or associated with such Preferential Use Gate, Airline shall remove such
equipment or trade fixtures in accordance with Section 1601 prior to surrendering such
Preferential Use Gate unless City and Airline shall have made alternate arrangements.
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Section 216 __ Affiliate Airlines. A Signatory Airline may designate one or more Affiliate
Airlines by submitting documentation sufficient to demonstrate to the satisfaction of the Director
that the conditions of this Section have been met. Each Affiliate Airline shall execute an
agreement with City substantially in the form of an Operating Permit prior to operating at the
Airport. Airline shall provide City with thirty (30) days prior written notice before designating
an Affiliate Airline. This Agreement and such written notice shall constitute an agreement by
Airline to guarantee and be responsible for performing all obligations hereunder on behalf of its
Affiliate Airline(s), including, without limitation, all reporting obligations, and paying all
amounts to be due to City from Affiliate Airline under this Agreement. If an Air Carrier is an
Affiliate Airline of more than one Signatory Airline, the guaranty of each such Signatory Airline
shall include only the payment and reporting obligations in connection with the flight operations
of the Affiliate Airline related to such Signatory Airline. Airline’s designation of any Affiliate
Airline shall be subject to City’s approval, which approval shall not be unreasonably withheld
provided that Airline has notified City in the manner required above. Airline shall provide Cxty
with thirty (30) days prior written notice before the cancellation or modification of any
designation of an Affiliate Airline. Regardless of the timing of any such written notice, an
Affiliate Airline’s status shall terminate automatically at such time as the Affiliate Airline ceases
to satisfy the criteria that allowed it to qualify as an Affiliate Airline hereunder. An Affiliate
Alrline shall have no Majority-in-Interest voting rights, but shall be included with its Signatory
Airline’s Révenue Aircraft Arrivals for purposes of determining a Majority-in-Interest.

ARTICLE 3. ASSIGNMENT AND USE OF COMMON USE FACILITIES AND
PREFERENTIAL USE GATES

Section 301 No Exclusive Use Gates Gates will be leased to Signatory Airlines as

* Preferential Use Gates or Joint Use Gates, or will be made available by City for use by an Air
Carrier, including a Signatory Airline, as-a Common Use Gate. No Gates will be leased or
permitted to any Air Carrier on an Exclusive Use basis. Use of any Gate shall, at all times, be
subject to the Gate Management Protocols applicable to such Gate. As of July 1, 2011, all Gates

“in the DT are Preferential Use Gates or Common Use Gates, and all Gates in the IT are Joint Use
Gates and/or Common Use Gates. City reserves the right to remove Gates from active use,
following consultation with the RMAC and SFAAAC. ’

Section 302 Resource Management Advisory Committee. The Director shall establisha
committee composed of three (3) representatives designated by City and three (3) representatives .
of the Signatory Airlines designated by the SFAAAC (the “Resource Management Advisory
Committee” or “RMAC”) to review and make recommendations to City about the numbers of
Gates to be reserved for use as Common Use Gates during any Fiscal Year and about the
locations within the Terminals of Common Use Gates and Preferential Use Gates. The RMAC
shall consider both the operational efficiency from the perspectives of City, the Signatory
Airlines and any non-Signatory Airlines, and the customer service implications of its
recommendations. The final recommendations of the RMAC shall be advisory only, and all final
determinations shall be made by the Director in the Director’s sole discretion.
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Section 303 Annual Determmatlon by the City of the Total Number of Common Use Gates.

‘ A. No later than October 1, 2010 and October 1 of each year thereafter, City shall
present to the RMAC for review and discussion a preliminary plan indicating the number of
Gates in each Terminal proposed to be reserved for use as Common Use Gates in the following
Fiscal Year. The Director shall have sole discretion, after taking into consideration any
recommendations by the RMAC, to determine the total number of Gates to be reserved as .
Common Use Gates effective July 1, 2011 and July 1 of each Fiscal Year thereafter during the
Term. Gates other than Joint Use Gates remaining available for use after such determination
shall be offered by City to Signatory Airlines for use as Preferential Use Gates to be allocated in
accordance with Section 304. City shall notify in writing all Signatory Airlines, including
Airline, of its determination with respect to Common Use Gates no later than December 1, 2010
and December 1 of each Fiscal Year thereafter during the Term. Any Gate first becoming
available for use after July 1 of each Fiscal Year shall be reserved for use as a Common Use
Gate for the remainder of that Fiscal Year unless, after taking into consideration any
recommendation of the RMAC, the Director, in the Director’s sole discretion, designates the
Gate as a Joint Use Gate or assigns it to a Signatory Airline as a Preferential Use Gate..

B. Notwithstanding Section 303(A) above, the Director’s initial determination of
the number of Common Use Gates in all DT under Section 303(A) shall not exceed ten percent
(10%) of the total number of DT Gates. This limitation shall not prevent the Director from
- designating additional Gates for Common Use in accordance with the last sentence of Section

303(A), or following rejection of such Gates by all eligible Signatory Ailines under Section
304(F).

C. If at any time the Director determines that a certain number of Gates in the IT
are to be reserved for use as Common Use Gates, the Director may designate specific Gates for
such use or may make the determination without reference to specific Gates, thereby allowing

greater flexibility in the daﬂy utilization of TT Gates in accordance with the IT Gate Management
Protocols.

Section.304  Annual Determination of the Number and Locations of Prcferential Use Gates to
be offered to the Signatory Airlines. After determination by City of the total number of
Common Use Gates pursuant to Section 303, City shall apply the following methodology (as
illustrated in Exhibit J-2) to determine the total number of Preferential Use Gates that will be
offered to each Signatory Airline, including Airline, during each Fiscal Year, effective July 1,
2011 and July 1 of each Fiscal Year thereafter: '

_ A. The City shall first divide the number of Scheduled Seats for Airline,
including its Affiliate Airline(s) by the total number of Scheduled Seats for all Signatory
Adrlines to determine Airline’s percentage share of all Scheduled Seats (“Scheduled Seats
Percentage”).

B. The City shall calculate the number of Preferential Use Gates to be offered to
Alrline by multiplying Airline’s Scheduled Seats Percentage by the total number of Gates to be
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made available for Preferential Use, rounding the product to the nearest whole number; provided,
however, that a product less than 0.5 shall not be eligible for rounding under this Subsection.

C. If as a result of rounding, the total number of Preferential Use Gates to be
offered to all Signatory Airlines as computed in Section 304(B) is less than the total number of
Gates available for Preferential Use as determined under Section 303, City shall allocate such
remaining Preferential Use Gates to Signatory Airlines based on the unrounded results of the
computations under Section 304(B). The remaining Preferential Use Gates shall be allocated in
priority order by first increasing by one (1) the number of Preferential Use Gates to be offered to
the Signatory Airline' whose unrounded product is nearest to 0.5 without equaling or exceeding
0.5 and next proceeding to increase by one (1) the number of Preferential Use Gates to be offered
to the Signatory Airline whose unrounded product is second nearest to 0.5 without equaling or
exceeding 0.5 and so on until the total number of Preferennal Use Gates to-be made available to -
all Signatory Airlines by City is reached.

D. Ifasa result of rounding, the total number of Preferential Use Gates to be
offered to all Signatory Airlines as computed in Section 304(B) exceeds the total number of
Preferential Use Gates as determined under Section 303, City shall reduce the number of
calculated Preferential Use Gates to be offered to Signatory Airlines based on the unrounded
results of the computations under Section 304(B). The number of over-allocated Preferential
Use Gates shall be reduced in priority order by first reducing by one (1) the number of allocated

. Preferential Use Gates to the Signatory Airline whose unrounded Section 304(B) product is .
nearest to 0.5 without being less than 0.5 and next proceeding to reduce by one (1) the number of
Preferential Use Gates to be offered to the Signatory Airline whose unrounded Section 304(B)

_ product is second nearest 0.5 without being less than 0.5 and so on until the total number of
Preferent1a1 Use Gates to be made available to all Signatory Airlines by Clty is reached

E. No later than December 1, 2010 and December 1 of each Fiscal Year
thereafter during the Term, City shall provide written notice to all Signatory Airlines, including
Alrline, of its annual determination of Preferential Use Gates under this Section and shall offer
each Signatory Airline the opportunity to be allocated the number of Preferential Use Gates
indicated by these calculations. Each Signatory Airline shall provide written notice to City no
Jater than February 1 of each Fiscal Year during the Term either accepting or rejecting any or all
of the Gates offered to it by City for Preferential Use. The following provisions shall apply to
rejected Gates:

(i) Ifa Signatory Airline does not accept the allocation of a Preferential Use
Gate by February 1 of each Fiscal Year, the Signatory Airline rejecting such Gate may request
the City to allocate such Preferential Use Gate to another Signatory Airline if, within the
acceptance period, the following two conditions are met: (a) the Signatory Airline rejecting the
Preferential Use Gate has a written handling agreement with the Signatory Airline accepting
allocation of the rejected Preferential Use Gate, and (b) the Signatory Airline accepting .
allocation of the rejected Preferential Use Gate demonstrates to the City’s satisfaction that it
needs the rejected Preférential Use Gate reasonably to accommodate the rejecting Signatory
Airline’s flights, in which case the Gate shall be allocated to that other Signatory Airline as a
Preferential Use Gate. Alternatively, if any Signatory Airline does not accept the allocation of a -
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Preferential Use Gate, City may elect to reallocate such Gate to another Signatory Airline if City
determines the number of Common Use Gates determined in Section 303 is adequate to
accommodate all Air Carrier operations needing to use Gates at the Airport. The City may
reallocate such Gates until all Gates available for use as Preferential Use Gates are allocated to
Signatory Alrhnes or rejected for use as Preferential Use Gates.

F. Any Gate rejected for allocation during a Fiscal Year as a Preferential Use
Gate by all eligible Signatory Airlines may be deactivated or used during such Fiscal Year as
City sees fit, including, without limitation, as a Common Use Gate. Only Gates leased to a
Signatory Airline as a Preferential Use Gate or Joint Use Gate in such Fiscal Year and included
as part of its Demised Premises for such Fiscal Year are included in the determination of Airline
Leased Space for the Fiscal Year.

G. The City shall, in its sole discretion, determine the locations of any
Preferential Use Gates to be offered to a Signatory Airline, after taking into consideration the
compatibility of such Signatory Airline’s aircraft with the Gate being assigned and the
desirability of assigning contiguous Gates within the same Terminal for Preferential Use by any
given Signatory Airline and minimizing the frequency of changes in the locations of Preferential
Use Gates as well as any recommendations by the RMAC. By March 1, 2011 and March 1 of .
each Fiscal Year thereafter during the Term, City shall provide Signatory Airlines, including
Alrline, notice of the assignments of Preferential Use Gates and the locations of Common Use’
Gates, to be effective July 1, 2011 and July 1 of each Fiscal Year thereafter. Such notice shall be
deemed to update Exhibit D hereto without the need for an amendment of this Agreement.

Section 305 City Scheduling Rights at Preferential Use Gates.

A. The City shall have the right, upon reasonable notice to Airline, to schedule
arrivals and departures by a Requesting Airline at a Preferential Use Gate at all periods of time
other than Airline’s Periods of Use of that assigned Preferential Use Gate. In accommodating
City in its right to schedule such.operations at a Preferential Use Gate, Aitline shall allow and
provide for use of its facilities or equipment (not including ground service equipment) at the
Preferential Use Gate or permitted use of City equipment and podiums as may be required for the
efficient use of the Preferential Use Gate by a Requesting Airline. The City shall first, whenever
it is practical to do so, consider the availability of Common Use Gates and any recommendations |
by the RMAC before scheduling Requesting Airline arrivals and departures at any Preferential
Use Gate.  Notwithstanding the foregoing and any other provision of this Article 3, City shall
have the right, upon reasonable notice to- Airline, to accommodate arrivals and departures by a
Requesting Airline at a Preferential Use Gate during Airline’s Periods of Use of that Preferential |

- Use Gate if Airline is not utilizing the Preferential Use Gate during the Period of Use for a
Scheduled Operation. If an arrival or departure of Airline that would have utilized one of
Airline’s Preferential Use Gates is early or late and Airline is prevented from utilizing any of its
Preferential Use Gates because they.are already being utilized by Requesting Airlines, City shall,
whenever possible, accommodate Airline’s artival or departure on a Common Use Gate at no
additional charge to Airline for its use of the Common Use Gate, and Airline shall continue to be
entitled to the credit referenced in Section 306.
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B. A1rhne shall have no scheduling preference during a Period of Use at its
Preferential Use Gates under this Article 3 for any operation other than a Scheduled Operation.

Section 306 Charges for Use of Preferential Use Gate by Another Air Carrier. Any .
Requesting Airline that is accommodated at any of Airline’s Preferential Use Gates shall be
required to pay City the same charges for use of the Preferentia] Use Gate that it would have
been required to pay for use of a Common Use Gate. The City shall provide a credit to Airline
for one-half of the amount of any such Gate-use payment.

Section 307 _ Gate Accommodation Conditions. As a condition of accommodation on any of
Alrline’s Preferential Use Gates, the Requesting Airline shall have executed an agreement with
City that is substantially in the form of the Lease and Use Agreement or an Operating Permit, as
applicable, through which the Requesting Airline is bound by insurance and indemnification
‘obligations that are substantially similar to the obligations set forth herein. These insurance and -
indemnification obligations shall inure to the benefit of the Airline as a third-party beneficiary
for any period of accommodation, and Airline shall not be required to accommodate a
Requesting Airline at its Preferential Use Gates if the Requesting Airline’s insurance and
indemnification obligations are not satisfied.

Section 308 City’s Control of Common Use Gates, Ticket Counters and Support Facilities.
The City shall retain exclusive control of the use of all Common Use Gates, Common Use Ticket
Counters and Common Use Support Facilities, provided that Common Use facilities in the IT
~ shall be managed and scheduled by the applicable Terminal Company in accordance with the

" applicable Gate and Ticket Counter Management Protocols.

Section 309 " Initial Determmatlon by City of Common Use Tlcket Counters and Support
Facilities.

: A. Airline acknowledges that as of the Effective Date, City has identified the
ticket counters and Support Facilities to be designated for Common Use descnbed on the
attached Exhibit B.

B. During the Term, if in the Director’s reasonable discretion an adjustment to
the location or number of Common Use Ticket Counters and Common Use Support Facilities
would be desirable, the Director may designate for Common Use additional ticket counters and
Support Facilities. The Director may also change ticket counters and Support Facilities from
Common Use to Joint Use or Exclusive Use for lease to Signatory Airlines:

Section 310 _ Charges for Common Use Gates, Ticket Counters and Support Facilities. City
shall determine the fees for the use of Common Use Gates, Common Use Ticket Counters and
Common Use Support Facilities as part of its annual determination of Airport fees.

Section 311 Shared Use Equipment. The City reserves the right to install Shared Use
Equipment at all Common Use and Joint Use Gates and Ticket Counters on a position-by-

- position basis. Airline shall remove any of its computer equipment installed at a Common Use
or Joint Use Gate or Ticket Counter upon thirty (30) days written notice from Director. Any
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such removal of computer equlpment installed by Airline during the Term of this Agreement
shall be sub)ect to the provisions of Section 1601.

-Section 312 Self-Service Devices. Airline may only install proprietary self-service devices for
passenger processing at ticket counters within Airline’s Exclusive Use Space, which installation
shall be subject to the Director’s approval. Airline shall remove any proprietary self-service
devices built within such ticket counters when those counter spaces are later surrendered by
Airline or reclaimed by City in accordance with Sections 212, 213 or 214. Any removal of self-
service devices installed during the Term of this Agreement shall be subject to the provisions of
Section 1601 hereof. All freestanding self-service devices will be considered on a case by case
basis, at the Director’s sole discretion, including requests to install proprietary freestanding self-
service devices in a Domestic Terminal adjacent to Exclusive Use Space or at a Preferential Use

~Gate. Requests by a domestic Air Carrier to install proprietary freestanding self-service devices
in the IT at dedicated check-in positions in-a dedicated ticket aisle (i.e. operated solely by such
Air Carrier) will be considered on a case by case basis, at the Director’s sole-discretion.

ARTICLE 4. RENTALS AND FEES

Section 401 Reports and Payments. Airline and City shall deliver the reports and notices
regarding Airline Rates and Charges as set forth below, and Airline shall pay to City, without
demand or notice other than any invoices provided by City hereunder, and without deductions or
set-off, for the use of all premises and facilities, easements, rights, licenses and privileges
granted hereunder, the following rentals, fees and charges during the Term hereof:

A. Notice of Rates and Charges. Not later than sixty (60) days prior to the
beginning of each Fiscal Year on July 1, City shall transmit to Airline a notice of the proposed
rates and charges for said Fiscal Year. Within ten (10) days following the Commission’s
approval of the final rates and charges for the Fiscal Year, City shall transmlt to Airline a notlce :
of such final rates and charges for the ensning Fiscal Year.

B. Payment of Rentals. Airline shall render payment of Terminal Area Rentals

not later than the first day of each month for which they are due or shall be due, without demand
or invoice,