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FILE NO. 190881 RESOLUTION NO. 

[Lease Agreement- MRG San Francisco, LLC- Terminal 2 Specialty Retail Lease No. 2-
$225,000 Minimum Annual Guarantee] 

3 Resolution approving the Terminal 2 Specialty Retail Lease No. 2 - Lease 

4 No. 19-0053, between MRG San Francisco, LLC and the City and County of San 

5 Francisco, acting by and through its Airport Commission, for a term of seven years, 

6 and a minimum annual guarantee of $225,000 for the first year of the Lease, to 

7 commence following Board approval. 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

21 

22 

23 

24 

25 

WHEREAS, Upon completion of a competitive selection process, the Airport 

Commission adopted Resolution No. 19-0053 on March 19, 2019, awarding the Airport 

Terminal 2 Specialty Retail Lease No.2- Lease No.19-0053 to MRG San Francisco, LLC; 

and 

WHEREAS, The Terminal 2 Specialty Retail Lease No. 2- Lease No.19-0053 has a 

term of seven years and an initial minimum annual guarantee of $225,000; now, therefore, be 

it 

RESOLVED, That this Board of Supervisors hereby approves the Terminal 2 Specialty 

Retail Lease No. 2 - Lease No.19-0053, a copy of which is on file with the Clerk of the Board 

of Supervisors in File No. 190881 and, be it 

FURTHER RESOLVED, That within 30 days of the lease being fully-executed by all 

parties, the Airport Commission shall provide the final lease to the Clerk of the Board for 

inclusion into the official file. 

Airport Commission 
BOARD OF SUPERVISORS Page 1 
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BUDGET AND FINANCE COMMITIEE MEETING OCTOBER 16, 2019 

Department: 

San' Francisco International Airport (Airport) 

Legislative Objectives 

41 The proposed resolution would approve a specialty retail concession lease between San 
Francisco International Airport (Airport) as landlord and MRG San Francisco, LLC as tenant 
for a term of seven years and initial Minimum Annual Guaranteed (MAG) rent of 
$225,000. 

Key Points 

• In October 2018, the Airport Commission authorized Ai'rport staff to conduct a Request for 
Proposals (RFP) for a specialty retail concession lease in Terminal 2. The Airport received 
one proposal from MRG San Francisco, which was deemed to have met all the minimum 
requirements. In March 2019, the Airport Commission approved the proposed lease. 

41 The proposed resolution would approve a seven-year lease with MRG San Francisco with 
initial MAG rent of $225,000. MRG San Francisco would pay the greater of the MAG rent 
or percentage rent based on gross revenues .. 

Fiscal Impact 

• Over the seven-year term of the lease, the Airport would receive at !.east $1,575,000 in 
MAG rent. The Airport expects to receive percentage rent, which would exceed the MAG. 

Recommendation 

• Approve the proposed resolution. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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BUDGET AND FINANCE COMMITTEE MEETING QCTOBER 16, 2019 

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

In .October 2018, the San Francisco International Airport (Airport) Commission authorized 
Airport staff to conduct a Request for Proposals (RFP) for a specialty retail concession lease in 
Termil1al· 2. In December 2018, after holding an informational conference with potential 
proposers, the Airport Commission approved the minimum requirements and lease 
specifications and authorized Airport staff to accept proposals. In July 2019, the Airport 
received one proposal. A three-member panel reviewed the proposal and scored it, as shown in 
Table 1 below. 

Table 1: Proposal and Score for RFP 

Proposer · Concept Name Score 

MRG San Francisco, LLC Hello Karl! 88.50 

MRG San Francisco, LLC was deemed to be the only responsive and responsible proposer and 
was awarded a lease. In March 2019, the Airport Commission approved the lease. 

According to Mr. John Reeb, Airport Senior Principal Property Manager, the Airport has a policy 
limiting each tenant to a maximum of eight leases, which has caused potential vendors to be 
selective of the opportunities they compete for. MRG had only three Airport leases at the time 
of the proposal. According to Mr. Reeb, the RFP was advertised through typical channels, 
including local business publications and national industry periodicals and websites. 

The proposed resolution would approve a s·pecialty retail concession 1 lease between the 
Airport as landlord and MRG San Francisco as tenant, for a term of seven years and Minimum 
Annual Guaranteed (MAG) rent startirig at $225,000 and increasing by CPI each year. Under the. 
lease, MRG San Francisco would pay the greater of the MAG or percentage rent based on gross 
revenues. The key provisions of the lease are shown in Table 2 below. 

1 Merchandise will include specialty candy, durabie goods, and clothes. 

SAN FRANCISCO BOARD OF SUPERVISORS 
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B.UDGET AND FINANCE COMMITTEE MEETING OCTOBER 16, 2019 

Location 

Table 2: Key Provisions of Proposed Lease 

Terminal2 
Term 
Options to Extend 
Square Footage 
Initial MAG Rent3 

MAG Adjustment 
Percentage Rent (of Gross 
Revenues) 

Minimum lnvestment4 

Interim Rent During Construction 
Deposit. 

Early Termination 

Promotional Charge 
Pest Control Fee 

7 years 

765 square feet 
$225,000 
Annually based on Consumer Price Index (CPI) 
12% up to $500,000; 
14% from $500,000-$1,000,000; 
16% over $1,000,000 
$700 per square foot 
16% of gross revenues 
Equal to Yz of initial MAG (subject to mid-term adjustment) 
Airport may terminate with 6 months written notice, if space 
is needed for Airport's Five-Year or Ten-Year Capital Plan 
$1 per square foot per year 
$75 per month, subject to adjustment 

According to Mr. Reeb,-the lease is anticipated to commence on March 1, 2020. Prior to that 

MRG will construct upgrades to the site, which are set to occur between November 2019 and 

March 2020. 

Over the seven-year term of the lease, the Airport would receive at least $1,575,000 in MAG 

rent. According to Mr. Reeb, the Airport expects to receive percentage rent, which would 

exceed the MAG. 

Approve the proposed resolution. 

2 A memo submitted to the Airport Commission stated that the lease includes two 1-year options to extend. 
According to Mr. Reeb, this was an error. The lease has no options to extend. . 
3 According to Mr. Reeb, the Airport sets MAG rents for retail leases at approximately 75 percent of projected 
percentage rent. 
4 The Minimum Investment Amount is $700 per square foot or $535,500 for the 765 square feet in the proposed 
.lease is the minimum amount MRG must pay to upgrade the existing site. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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LEASE AGREEMENT 
FOR THE 

TERMINAL 2 SPECIALTY RETAIL CONCESSION LEASE NO.2 

AT SAN FRANCISCO INTERNATIONAL AIRPORT 

by and b.etween 

MRG Sa;n Francisco, LLC, 
. as tenant 

and 

CITY AND COUNTY OF SAN FRA_NCISCO ·· 
ACTING BY AND THROUGH ITS AIRPORT COMMISSION, 

· as landlord · 

London N. Breed 
Mayor 

AlRPORT COMMISSION 
Hon. Larry Mazzola; President 
Hon. Linda S. Crayton, Vice President 
Hon. Eleanor Johns 
Ron.-Richard J. Guggenhtme . 
Hon. Malcolm Ye~ng 

Ivai:' C. Satero 
Airpmt Director 

March 19,2019 

Lease No.19-0.053 
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LEASE AGREEJY.i:ENT 
FOR THE 

TERMINAL 2 SPECIALTY RET AIL CONCESSION LEASES NO. 2 

AT SAN FRANCISCO INTERNATIONAL AIRPORT . 

MAJOR LEASE TERM SUMMARY 

For the convenience of Tenant and City (as such tetms are defined below), this Major Lease Tenn 
Summaty (this "Summary") summarizes cettain tmms of this Lease (as defined below). This Summary 
is not intended to be a detailed or complete description ofthis Lease, and reference must be·made to the 
other Sections below for the particul'ars of this Lease. In the event of any inconsistency between the 
terms of this Surnmmy and any other provision of this Lease, such other provision shall prevail. 
Capitalized tenns used elsewhere in this Lease and not defined elsewhere shall have the meanings given 
them in this Summmy. · 

Effective Date: , 20_ .. 

Tenant: MRG San Francisco, LLC, 
a Nevada Limited Liability Company. 

Tenant's Notice 3755 W. Sunset Rd, Suite A 
Address: Las Vegas, NV 89118 

Attn: Michael C. Wilkins 
FaxNo. (702) 366-1839 · 
Tel. No. (702) 949-8787 

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

City's Notice San Francisco International Airpmt 
Address: ·International Terminal, N01th Shouldei' Bldg., 5th Floor 

Attn: Airport Director 
P. 0. Box 8097 
San Frm1cisco, CA 94128 
Fax No. (650) 821-5005 
Tel. No. (650) 82l..:sooo 

LEASE: Terminal2 Specialty Retail Lease No.2 
TENANT: MRG San Francisco, LLC 
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City's Rent San Francisco Airport Commission 
Payment AddreSs: Attn: Accounting 

P.O. Box 59753 
Los Angeles, CA 90074-9753 

Overnight Delivery via Courier: 
Lockbox LAC-059753 
2706 Media Center Drive 
Los Angeles, CA 90065 

Federal Wire System or ACH: 
Bank of America · 
555 Capitol Mall, Suite 765 
Sacramento, CA.95814 
Branch Locatm; # 148 
BankAccount.No: 
FedWire Bank ABA: 

. ACH BanJcABA: 
SWIFT code: 

1499.7-21907 
026-009-593 
121-000-358 
BOFAUS3N 

City's Sales Report SFOConcessReport(a{flysfo.com 
Address: 

City's 
Deposit/Annual 

Report Notice 
Address: 

Premises: 
(§ 1) 

San Francisco Intemational Airpott 
Attn: Revenue Development and Management 
575 N. McDonnell Road, Suite 3~329 
P. 0. Box 8097 
San Francisco, CA 94128 
Fax No. (650) 821-4519 
Tel. No. (650) 821-4500 

Space No. D.2.310 in Terminal2, Boarding Area D (the "Premises") at the 
San Francisco Intemational Airport, comprised of approximately 7 65 square 
feet of space, as described on the attached Exhibit A. 

Relevant Boarding Boarding Area D 
Area: 

(§ 4.14) 

·Term: The Development Term, plus the Operating Term of seven years, collectively. 
(§ 2) 

Development Terril is the period commencing on the Commencement Date 
and ending at 11:59 p.m. on the day prior to the Rent Commencement Date. 

Operating Term is the period commencing on the Rent Commencement Date 
and ending on the Expiration Date. 

Summary, Page ii 
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Commencement 
Date: 

(§ Z.l) 

Rent for Interim 
Operations During 

Construction 
. Period: 

(§ 4.4) 

Rent Prior to Rent 
Commencement 

Date: 
(§ 4.5) 
·Rent 

Commencement 
Date: 

(§ 2) 

Expiration Date: 
(§ 2) 

Reference Year: . 
(§ 4.14) 

Permitted Use: 
(§ 3) 

Base Rent: 
. (§ 4). 

The d_ate on which the Airport Director gives notice to Tenant that the 
Premises are ready for Tenant_ to take possession. 

(actual date to be inserted upon delelUlination) 

In the event Tenant desires to operate a temporary Facility during the 
construction of its Initial Improvements for such Facility, Tenant shall·pay 
Sixteen Percent (16%) of Gross Revenues as Base Rent during such period 
(the "Construction Period Percentage Rent") . 

In the event Tenant completes its improvements and opens for business prior 
to the Rent Commencement Date, Base Rent will be greater of the Percentage 
Rent or a pro~rated MAG based on a thirty (3 0) day month. 

The earlier of: (a) the first day of the first calendar month following the date 
on which the Tnitial Improvements (as defined below) are substantially 
complete and Tenant opens for business therein, and (b) the first day of the 
first calendar ·month following the date that is ninety (90) days after the 
Conunencemynt Date. 

Actual Dates (to be inserted upon determination): 

· Rent Commencement Date 

11:59 p.m. on the day before the seventh (7th) anniversmy of the. 
commencement of the Operating Term.· · 

(acn~al dale to be inserted upon detenninalion) 

The calendar yem· immediately prior to the year in which this Lease is 
awarded: 2018. 
The operation of a specialty retail store ("Facility?') on a no11-exClusive basis, 
as described on .the attached Exhipit B. 

Per Lease Year (as defined below),' the greatyr of the MAG (as defined below) 
or the following sum (such sum be1ng referred to herein as the "Percentage 
Rent"): 

12% of Gross Revenues achieved up to and including $500,000.00; plus 

14% of Gross Revenues achieved from $500,000.01 up to and including 
$1,000,000.00; plus 

16% of Gross Revenues achieved over $1,000,000.00. 

Summary, Page iii 
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Lease Year: 
(§ 4) 

Minimum Annual 
Guarantee 
("MAG"): 

(§ 4) 

The period commencing on the first Rent Commencement Date and 
terminating on December 31 of the' year in which the first Rent 
Commencement Date occurs, and each subsequent 12-month period except 
that the final Lease Year be less than 12 months. 

Two Hundred Twenty-Five Thousand Dollars ($225,000.00) per annum; 
(Eighteen Thousand Seven Hundred Fifty Dollars ($18,750.00) per month), (a) 
subjectto adjustments upward as described below and (b) suspension and 
reinstatement under certain circumstanc;es as described herein. 

MAG Adjustment The first MAG adjustment shall occur on January l st following the first full 
Date: Lease Year arid evety Janua1y 1'1 thereafter. 

(§ 4.3) 

Rent: 
(§ 4) 

Deposit Amount: 
(§ 13) . 

Minimum 
Investment 

Amount: 
(§ 7.1) 

Promotional 
Charge 

(§ 11) 

(to be inserted upon determination) 

Base Rent, together with all other amounts owing by Tenant to City hereunder 
C'Aoditional Rent"). · 

Equal to one-half(l/2) ofthe initial MAG (subject to mid-term adjustment). 

Seven Hundred Dollars ($700.00) per square foot of the Premises, which 
equals Five Hundred Thhty-Five Thousand Dollars ($535,500.00). Tenant 
may spend less than said amount provided it complies with the Airpmt's 
Concessions Design Guidelines and receives Design Review Committee 
approval. · 

One Dollar ($1.00) per square foot per annum of the Premises which equals 
Seven Hundred Sixty-Five Dollars ($765.00). 

Pest Control . Seventy Five Dollars ($75.00) per mmith, subjectto adjustment as described 
Services Fee herein. 

(§ 9.4) 

Resolution: Number 19-0053, approved by the A{rp01t Commission on March 19, 2019. 

Initial Tenant Michael Wilkins 
Representative: Tel. No. 702-949-8787 

(§3.11) 

Summary, Page iv 
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Othe1; Agreements: Lease 16-0256 
(§ 13 .4) Lease 18-0206 

Lease 18-0368 

Exhibits: A- Description ofPremises 
B -Use and Operational Requirements· 
C-1-Fmm ofPerformanceBond 
C-2 _:_ Fonn of Letter of Credit 
D- Tenant Work Letter 

All such exhibits are incorporated into this Lease and made a pati hereof. 

Initia~ of Authorized Representative of City----,---------:----

rl&nf\gJ 
Initial of Authorized Representative of Tenant \ k A ,C ( A/~ 

. . ~-v 
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LEASE AGREEMENT 
FOR THE 

TERMINAL 2 SPECIALTY RETAIL CONCESSION LEASE NO.2 
AT SAN FRANCISCO INTERNATIONAL AIRPORT 

THIS LEA~E AGREEMENT (thts "Lease"), dated as of the Effective Date, is entered into by 
and between Tenant, and the City and County ·of San Francisco, a municipal corporation, acting by and· 
through its Airport Commission ("City"). This Lease is made with reference to the following facts: 

A. City owns the San Francisco International Airport (the "Airport") located in the County of 
San Mateo, State of California, which Airport is operated by and tlu·ough the'Airpmt Commission (the 
"Commission"), the chief executive officer of. which is the Airport Director ("Director"). The A~-port's · 
"Terminal Building Complex" is cunently comprised ofTerminall, Terminal2, Terminal3, and an: 
International Terminal, together with connecting concourses, piers, boarding areas and extensions thereof, 
and satellite buildings now or hereafter constructed. Tenant acknowledges that, f~·om time to time, the . 
Airport undergoes certain construction and renovation projectS. Unless otherwise specified, the te1,1ll 
"Ail-port'' or "Terminal Building Complex" as used herein shall mean the Airport or the. Terminal 
Building Complex, respectively, as the same may be expanded, contracted, improved, modified; 
renovated, or changed in any way. Unless otherwise specified below, references to the "City" shall mean 
the City, acting by and tlu·ough its Ail-port Commission. 

B. Tenant desires to provide and operate the service described in the .Pe1mitted Use at the 
Ah-pmt, and City has determined that such service would be an accommodation and convenience for 
airline passengers and the public using the Terminal Building Complex or the Ail-port. 

C. Following a competitive process, pursuant to Section 2A.l73 ofthe San :Francisc9 
Administrative Code, the Commission has dete1mined that Tenant is the highest or best responsible 
bidder or proposer. Pursuant to the'Resolution, Commission has awarded this Lease to Tenant. 

Accordingly, Temint anc;l City agree as follows: 

1. PREMISES 

1.1 Extent of Leasehold. On the tenns, conditions, and covenants in this Lease, City hereby 
leases to Tenant and Tenant hereby leases fl:om City, the Premises. In addition, Tenant shall.possess the 
non-exclusive right of ingress and egress to and fi·om the Premises as may be necessmy on areas 
designated by Director, subject to Ail-port Rules and Regulations, as mnended from time to time (as 
amended, the "Airport Rules"), provided that Tenant's exercise of such right shall not impede or 
interfere unduly with the operation of the Airpmt by. City, its tenants, customers, and other authorized 
occupants. Tenant shall not place or install· any r~cks, stands or other display ~f. merchandise or trade . · 
fixtures in any Airpoli property outside the Premises, without the express prior consent of Director. In no 
event will Tenant engage in any activity on the Airpmt outside the Premises for the recruitment or 
solicitation of business. For purposes of this Lease relating to Tenant's responsibilities, the "Premises" 
shaH mean the area(s) shown on Exhibit A, wher~ '(a) the exact boun.daries are deemed to be three inches 
(3") inside each wall separating the Premises from the adjacent premises or the extemal Te1minal wall, 
and (b) with respect to the facade and/ or wall on the front of the Premises, separating the Premises from 
the Termina~ common areas, the exact boundmy is deemed to be the external face of the facade and/or 
wall. 
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1.2 Relocation, Expansion, Contraction; 

(a) At any tii)le during the Term, City may require that (i) Tenant relocate and 
sul1'ender all or pa1t of the Premises (such change to the Premises refenc3d to as ·a "Required 
Relocation"), and/01: (ii) the Premises be contracted ·or.expanded (such change to the Premises refened 
to as a "Premises Change") on, the terrris setf01th in this Section 1.2. City shall give notice (the 
"Change Notice") setting forth a description ofthe Required Relocation or the Premises Change, as 
applicable, the approximate effective date thereof (the "Target Effective D. ate"), .and with respect to a 
Required Relocation, the location of comparable on-Airport replacement preridses. The Change Notice 
shall be given no less than six ( 6) months prior to the Targ~t Effective Date. · 

(b) With respect to a Required Relocation,. if the replacement.premises are deemed 
unsatisfactory to Tenant, then Tenant may tetminate this Lease by giving notice thereofto City within 
thirty (3 0) days after the Change Notice is given. In the event Tenant gives such notice of tennination, · 
then this Lease shall terminate on the Target Effective Date, and on such date, Tenant shall surrender 
the Premises in the condition required by this Lease .. Provided Tenant does not terminate this Lease 
pursuaNt to the foregoing, Tenant shall sunender the Premises and relocate to the replacement premises 
cin a date· (the "Surrender Date") determined by City (which shall be no earJier than the Target 
Effective Date) .. Oit tl1e Surrenuer Date, Tenant shall sun·ender the Premises in the condition required 
below. In the .event of a relocation pursuant to t)lis Section 1.2(b ), Tenant shall refurbish, redecorate, 
and modernize the interiors and exteriors of the repl~cement premises, such that the replacement 
premises are of at least the same quality as .the original premises. As part· of City's approval of Tenant's 
plans and specifications and Tenant's budget for its remodeling, City may specify a maximum dollar· 
amount to be reimbursed (the "Maximum :Reimbursement Amount"). Once the ren:wdeling of the 
replacement premises is completed, and City has approved the work, Tenant must submit to City (i) a 
ce1tificate from Tenant's architect ce1tifying that the remodeling was completed in strict compliance 
with the plans and specifications approved by City, (ii) copies of paid invoices showing the costs · 
actually paid by Tenant fcir the remodeling of the replacement premises and Tenant's out-of-pocket 
moving costs, and (iii) lien releases from ?.ll'contractors, subcontractors, and material suppliers entitled 
to payment in connection with the remodeling of the replacement premises. Following its review and 
approval ofthose submissions, City will reimbu~·s·e Tenant for all reasonable costs of remodeling the 
replacement premises and moving its merchandise and other personal property to the replacement 
premises from the original Premises; provided that in no event will City be required to reimburse 
Tenant for more than the Maximum Reimbursement Amount and further provided that City may, in 
City's sole discretion, make such rein1bursement by issuing Tenant a rent credit In no event will City 
be obligated to pay or reimburse Tenant for any other costs or expenses, including business interruption 
costs. · 

(c) ·With respect to a Premises Change where the aggregate square footage of the 
orighial Premises will be expanded or contracted by more than ten percent (1 0%), Tenant may 
terminate this Lease by giving notice thereof to City within thirty (30) days after the Change Notice is 
given .. In the event Tenant give~ such notice oftennination, then this Leas.e shall terminate on the 
Target Effective Date and on such date; Tenant shall sunender the Premises in the condition required 
below. Provided Tenant does not terminate this Lease pursuant to the foregojng, Tenant shall cause the 
Premises to be expanded or contracted as described in the Change Notice on or before the date 
described therein. As part of City's approval ofTenant's plans and specifications and Tenant's budget 
for its expansion/contraction work, City may specify a Maximum Reimbursement A:(nount Once the 
expa:t).sionlcontraction work is completed, and City has approved the work, Tenant must submit to City 
(i) a certificate from Tenant's architect ce1tizying that the expansion/contraction work was completed in 
strict compliance with the plans and specifications approved by City, (ii) copies of paid invoices 
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showing the costs actually paid by Tenant for the remodeling and Tenant's out-of~pocket moving costs, 
and (iii) lien releases from all contractors, subcontractors, and material suppliers entitled to payment in 
comH~ction with the expansion/contraction work. Following its revi~w and approval ofthose 

·submissions, City will reimburse Tenant for all reasonable costs of the expansion/contraction work; 
provided that in no event will City be required to reimburse Tenant for mo:r:e than the Maximum 
Reimbursement Aniount and further provided that City may, in City's sole discretion, make such 
reimbursement by issuing. Tenant a rent credit. In rio event will City be obligated to pay or reimburse 
Tenant for any other costs or expenses, including business interruption costs. 

(d). With respect to a Required Relocation, the Minimum Annual Guarantee shall be 
increased, or decreased, as the case may be, pro rata, to reflect the increase or decrease, as the case may 
be, in the size of the replacement premises compal'ed to the original premises. 

(e) With respect to a Premises Change where the aggregate square footage of the . 
original premises will be expanded or contracted by more than ten percent (1 O% ), the Minimum Annual 
Guarantee shall be increased, or decreased, as the case may be, pro rat~:J, to reflect the increase or · 
decrease, as the case may be, in the size of the expanded or contracted premises compared to the 
original pr~mises. 

(f) Any Required Relocation or Premises Change desci-ibed herein can be effected on. 
the terms and conditions set forth above without need for a formal amendment of this Lease. 

'(g) Notwithstanding anything to the contrary herein, City shall not require a Required 
Relocation or a Premises Change unless City shall have considered other reasonable alternatives and 
rejected them. · · 

1.3 . Remeasurement of Premises. At any time and from time to time, Director may cause City 
to conduct a space audit pursuant to which City remeasures the Premises using the Airport's tP,en-cul1'ent 
measurement specifications, and in such event, the Lease terms based o!i. square footage shall be deemed . 
automatically adjusted to reflect such remeasurement. Only if such remeasurem¢nt results in a change in 
the total square footage of the Premises of more than ten percent (lCi%) will the Minimum Annual 
Guarantee be adjusted to reflect such remeasurement. 

1.4. Changes to All::port. Tenant acknowledges and agrees that City shall have the right at all 
times to change, alter, eA.'}) and, and contract the Airport, including the Tenninal Building Complex, and 
that City has made no representations, warranties, or covenants to Tenant regarding the design, 
construction, pedestrian traffic, enplanements, airline locations, or views of the Airport or the Premises. 
Without limiting the generality of the foregoing, Tenant acknowledges and agrees that the A:irpmt is 
currently undergoing, and may from time to time hereafter' undergo, r~novation, construction, and other 
Airport modifications, and may from time to time adopt rules and regulations relating to security and 

· other operational concerns that may affect Tenant's business. Although City will use reasonable efforts to 
minimize the effect of such changes on Tenant's business, Tenant acknowledges thatsuch activity may 
have some effect on its operations located at the Airpmt. Such construction and renovation programs 
might involve barricading, materials storage, noise, the presence of workers and equipment, 
rearrangement, utility interruptions, and other inconveniences nonnally associated with construction and 
renovation. Although City will use reasonable efforts to minimize the effect of such changes on Tenant's 
business, Tenant acknowledges that such activity may have some effect on its operations located at th~ 
Airport, and Tenant shall not be entitled to any rent credit or other compensationther~for. At any time 
and from time to time, City may, without the consent of Tenant, and without affecting Tenant's · 
obligations under this Lease, at City's sole discretion, (a) changethe shape, size, location, number and 
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extent of the improvements in any portion of the Airport, including withoi.1t limitation the concourses, 
piers, boarding areas, concession ·areas and security areas located within the Terminal Building, (b) build 
additional.stories above or below the Aitport buildings, including of the Tenninal Building, (c) eli.l:r).inate 
or relocate public entrances to the Premises so long as there is at all times one public entrance to the 
Premises, (d) construct multi-level, elevated or subterranean parking facilities, and (e) expand or contract 
the Airpoit, including redefining the Airpp1t boundaries so as to include additional lands within the . 
Airport or exclude lands from the Airport or both. W1thout limiting waivers set foith elsewhere in this 
Lease, Tenant·hereby waives all claims against City and releases City from all Losses (as defined below) 
that Tenant suffers or incurs arising out of or in connection with any changes to the Airpmt or any portion 
of the Airport and Tenant further agrees that Tenant will not be entitled to any rent abatement or any other 
rent relief it1 com1ection with any changes to the Aiiport or any portion of the Airport. 

1.5 Common Areas. The.te1m "common areas'' means all areas and fadlities located within 
the Airport that are designated by City from time to time for the general use and convenience of the 
tenants of the Airpmt and other occupants of the aitport, and airline passengers and -other visitors to the 
Airport such as concourses, sidewalks, elevators·, escalators, moving walkways, parking areas and . 
facilities, restrooms, pedestrian entrances, driveways, loading zones ·and roadways. City may, in its sole 
discretion, and without any liability to Tenant (a) change the common areas, (b) mcreases or decreases the 
common areas (including the conversion of common areas to leaseable areas and the conversion of 
leasabl~ areas to common areas), and (c) impose parking charges. City will, in its sole discretion, 
maintain the common areas, establish and enforce Ahport Rules concerning the common areas, close 
te:grporaril,y portions of the common areas for gtainte.n.!'lnce PUJ.:poses, @d wa;K.e chrn,1ges to the common 

.. areas including changes in the location of security check points, driveways, entrances, exits, parking 
spaces, parkmg areas, and tl;te dit·ection of the flow oftraffic. City reserves the right to mclce additional 
Auport Rules affectmg the Airpmt throughout the Term, including the requirement that Tenant pruticipate . 
.in a parking validation program. . 

2. TERM 

2.1 Commencement and Expiration. The Terru.shall commence on ~he Commencement Date 
and expire on the Expiration Date, unless terminated prior thereto as provided herein. 

2.2 Required Opening. Upon City's notice that the Premises is ready for Tenant to take 
possession, Tenant shall (a) take possession of the Premises, .(b) cause the Xnitial Improvements to' be 
substantially completed, and (c) cause the Premises to be open for bus~ness within ninety (90) days. 

2.3 Late Opening Charge. In the event Tenant fails to open the Premises for business. on or 
before the Rent Commencement Date, City will incur substru1tial damages, the exact amount of which are 
extremely difficultto fix. Accordingly, for each day after the Rent Commencement Date until the day on 
which Tenant opens the Premises for business, Tenant shall pay to City Five Hundred Dollars ($500.00) 
(in addition to Rent as provided below), as liquidated damages .. The pruties have agreed that this runount 
represents a reasonable approximation of the damages lilcely to be Sl.lffered by City in the event Tenant 
sha11 fail to open·on or before the Rent Commencement Date. In the event the :Premises is not open for 
business on the date that is sixty ( 60) days after the Rent Commencement Date, City shali have the option 
to te1minate this Lease, exercisable by written notice to Tenant. . Tenant shall be liable for all damages 
associated with such te1mination or removal, including City's releasing costs. 

2.4 Delivery Delay by City. If for any reason (including, without limitation, the existing 
tenant's failure to vacate timely the Premises) City cannot deliver possession of the Premises tci Tenant on 
the Commencement Date, this Lease shall remain in effect; City shall not be subject to any ~iability, and 
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such failure shall not extend the Term hereof. In such event, and provided such delay is not caused by the 
·act or omission ofTenant, or Tenant's principal, affiliate, contractor, employee, agent, licensee or invitee 
(a "Tenant Entity"), the Rent Commencement Date shall be extended day for day to reflect such delay. 
After the Rent Commencement Date has occurred, upon Director's request, Tenant will execute a written 
acknowledgment of the Commencement Date and the Rent Commencement Date. In the event Tenant 
fails to execute and return promptly such acknowledgment to City, the dates described therein shall be 
deemed conclusive. 

2.5 City's Right to Extend Term. Left blank by agreement of the parties 

2.6 Holding Over. If, without objection by City, Tenant holds possession of the Premises 
after the Expiration Date, Tenant shall become a tenant from month to month, upon the terms of this 
Lease except that, the MAG shall not be applicable, and Base Rent shall be the Percentage Rent specified 
in the Summary during any such holdover period. No such holdover shall be deemed to operate as a 
renewal or extension of the Term. Such month-to-month tenancy may be tetminated by City or Tenant by 
giving thirty (30) days' notice of termination to the other.at any time. Tenant shall have no rights to 
renew or extend the Term of this Lease. 

2.7 Early Lease Tennination. 

(a) Notwithstanding the Lease provisions herein, the Director, in his sole and absolute 
d~scretion, has the authority to te1minate the Lease during the Operating Te1m if the use of the space is 
required in support of the Airport's Five-Year or Ten-Year Capital Plan, as published al).nually (the 
"Early Lease Termination"). In the event the Director exercises this Early Lease Tennination, the 
Airpmt shall provide Tenant with six (6) months' written. notice of the tennination date of the Lease,· 
upon which the Lease shall terminate and Tenant shall vacate the Premises in accordance with 
applicable Lease provisions contained herein. . 

(b) Under this provision only, Tenant is entitled to a Lease buy-out and no·other · 
monetary payment under this Lease, at law or at equity. The·buy-out is computed as the unamortized · 
investment in ·"hard construction costs" as defined further in Lease Section 7.1 ·[Minimum · 
Investment]. In the absence of llhard construction costs, 11 the required Minimum Investment Amount 
will be used. The amottization is based on a straight-line method as applied to the Operating Term. An 
example of the buy-out computation is as follows: Tenant invests $500,000 in hard construction costs 
and has a five year Operating Tenn, and one two-year Extension Option. During the Operating Tenn · 
and with two lease years remaii1ing ofthe Operating Term, the Director exercises the Early Lease 
Tennination provision. Using the straight line method for amortization, the buy-out to Tenant shall be 
$200,000 ($500,000.divided by 5 years multiplied by two lease years nimaining of the tenn). 

· 3. USE AND OPERATION 

3.1 Pe1mitted Use. Tenant shall use the Premises for the Petmitted Use and fot no other 
purpose. Tenant shall, at all times, operate the Premises in strict conformance with the Permitted Use 
attached as Exhibit B herein~ In the event Tenant desires to use the Premises for any purpose other than 
the Pe1mitted Use (including selling an item or service outside the scope of the Petmitted Use), Tenant 
must submit" a request to Dii"ector. Director may, in his/her sole and absolute discretion approve or deny 
such request. Any such decision shall be binding on Tenant. Without limiting the generality of this · 
Section 3 .1 or any of the requirements set forth on Exhibit B, Tenant shall not operate. any Facility under 
any name or brand other than a name or brand specifically permitted or required herei.u, or as otherwise 
approved by Director. Without limiting Section 5 [Assignment or S1Jbletting], Tenant shall not, without 
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the prior consent ofDirector, engage athird-party operator to conduct the Permitted Use or otherwise 
operate on the Premises: · · 

3.2 No Exclusivity. Tenant aclai~wledges and agrees that Tenant has 110 exclusive rights to 
conduct the business of the Pennitted Use and that City may anange with others for similar activities at 
the Airport. 

· 3.3 Operation of Business. Subject to the te1111s ofthis Lease, Tenant will operate Tenant's 
business in the Premises so as to maximize Gross Revenues (as-defined below) and in accordance with 
the requirements set-forth on Exhibit B relating to, among other things, merchandise requirements and 
price requirements. Without limiting the generality'ofthe foregoing, Tenant shall (a) conduct the 
business in a first-class, businesslike,. safe, efficient, courteous and accemmodating manner; (b) carry a 
wide-range stock of merchandise oftop chamcter, quantity, 'and quality; and (c) employ sufficient and 
experienced staff. In the event Director shall give notice to Tenant that any of the foregoing covenants (a) 
- (c) are not being satisfied, Tetiant shall immedi;;Jtely discontinue or remedy the objectionable practice. 
In addition1 Tenant shall make reasonable. change when requested, give directions, and assist the publjc 
generally. Tenant shall take all reasonable measures in every proper manner to maintain, develop, and 
increase the business conducted by· it. Tenant will not divert or cause to be diverted any business from the 
.Lillport. · 

3A . Support Space, Tenant shall use no more.than fifteen percent (15%) of its Facility for 
support spaces such as administrative, storage, or prepanition area uses. For multiple Facilities·, Tenant 
may n,ot use more thrui fifteen percent' (1.5o/~) of ~ach·F acility for such uses. . 

3.5 Hours of Operation. Tenant will C811Y on its business diligently and continuously in the 
Premises and will keep the Premises open for business not less than sixteen ( 16) consecutive hours each 
day seven (7) days per week, including holidays. Director or his/her representative 1llay, from time to · · 
time, modifY, expand; or reduce such required. hours of operation, in whic;h event, Tenant will remain 
open during such revised hours. Similarly, ,Tenant may, from time to time, request to revise its hours of 
operation. Such change must be approved by Director or his/her representative, in writing, prior to its 
occurrence. Tenant may not, at any time, vacate or abandon the Premises. 

3.6 Prices. Tenant's prices for the merchandise comprising the Permitted Use shall he the 
same or compru·able to prices found in Tenant's catalog, if any, and at Tenant's other retan shops, or in a 

· local retail shop determined by Director to be comparable. Tenant will be required to submit, on an 
annual basis or upon request, a pricip.g survey of items comprising the Pennitted Use showing the srune or 
comparable prices found in Tenant's off-Airport locations, if any, or comparable retail locations within 
the Bay Area, as detennined by DiJ:ectorto be comparable. The pricing survey shall contain a cross 
sampling of product categoties chosen by the Director, and a minimum of fifty (50) items designated by. 
tlie Director to be relevant and comparable within the product categories. Should any variance in prices 
on speCific· items be deemed too gr.·eat, the Director will have the right to require a price adjustment on the 
specified items. 

3. 7 References to Airport. Tenant shall not, without the prior written consent .of Director, 
· reference City or the Airport for 811J purpose other than the address of the business to be conducted by 
Tenant in the Premises, nor will Tenant do or pe1111it anything in connection with Tenant's business or 
advertising which in the judgment of City may reflect unfavorably on City or the Airport, or confuse or · 
.mislead the public as to the relationship between City and Tenant. 
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3.8 Other Operational Requirements. 

(a) Tenant must keep the display cases artd windows within the Premises presentable, 
clean, and suitably illuminated at all times. 

(b) Tenant must dispose of all trash and debris in areas and in containers designated by 
Director. If City provides common trash areas, Tenant may request a permitto use the same for a 
charge determined by Director fro in time to time. Tenant may not place or leE!-Ve or pennit to be placed 
or left in or upon any part of the common areas or corridors adjacent to the Premises any garbage,· 
debr!s or refuse. · 

(c) City shall have the right to implement a consolidated distribution center for . 
delive1y of merchandise to Tenant If City elects to implement such a consolidated distribution center, 
Tenant must use the service and pay any associated fees. · 

(d) Tenant acknowledges .that the operational requirements of the Airport as an airport 
facility, including'without limitation security requirements, are of paramount importance. Tenant 
acknowledges and agrees that it must conduct.its business in a manner that does not conflict with the 
operational requirements of the Airport as an airport facility and that fully accommodates those 
requirements. Without limiting other waivers herein, Tenant waives all claims for any Losses arising 
out of or connected to the operation of the Airport as an airport facility. Without limitation on the 
foregoing, Tenant must: 

(i)' comply with the Airport Rules; 

(ii) cause ~lll deliveries and dispatches of merchandise, supplies, fixtures, 
equipment and furniture to be made and conveyed to or from the 
Premises by means and during hours established by Director in . 
Director's sole .discretion. City has no responsibility regarding the 
delivery or dispatch of Tenant's merchandise, supplies, fixtures, 

· equipment and furniture. Tenant may not at any time park its trucks or 
other delive1y vehicles in common areas; and 

(iii) not park within the parking areas of the Airport except in those areas, if 
any, designated by City pursuant to permits obtained from the Airport's 
Permit Bureau. Nothing herein shall imply that Tenant shall be able to 
secure arty on-.f,.irpmt parking privileges. 

3.9 Prohibited Activities. Without limiting any other provision herein, Tenant shall not, 
without the prior written consent of Director: (a) use or pe1mit the use of the Premises for the conduct of 
an outlet store or a second-hand store; (b) adve1tise any distress, frre, bankruptcy, liquidation, relocation, 
closing, or going-out-oHJUsiness sales; (c) use or permit the use on the Premises of any pinball machines, 
video games, or other devices or equipment for amusement or recreation, or any vending machines, 
newspaper racks, pay telephones, or other coin, token, or credit card-operated devices; (d) cause or pe1mit 
anything to be done in or about the Premises, or bring or keep anything the1:eon, which might (i) increase 
in any way the rate of frre insurance on the Terminal Building Complex or any of its contents; (ii) create a 
nuisance; (iii) in any way obstruct or intetfere with the rights of othei·s in the Tenninal Building Complex 
or injure or annoy them; (e) commit or suffer to be committed any waste upon the Premises; (f) use or 
allow the Pre;mises to be used for any improper, immoral, unlawful or objectionable purpose; (g) .place 
any loads upon the floor, walls or· ceiling which endanger the structure ·or obstruct the sidewalk, 
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passageways, stairways or escalators, in front of, within, or adjacent to the Te1minal Building Complex; 
. (h) use any advertising or promotional medium that may be seen, heard, or otherwise experienced outside 

the Premises (such as searchlights, barkers or loudspeakers);· (i) distribute handbills or circulars to Airport 
patrons or to cars in the parkmg lots, .or engage in any other advertising in the Airport; (j) engage in any 
activity on the Airport outside the Premises for the recruitment or solicitation of business; or (k) do or 
petmit to be done anything in any way tending to injure the reputation of City or appearance of the 
~~ . . 

3 .1 0 . Audit of Operations .. At any tiine and from time to time, City may conduct an audit of 
Tenant's operatio'ns at the Airpo1t (in addition to City1 s right to audit pursuant to Section 4.9 [Books and 
Records; Audit Rights]) to confirm that such operations. comply with the requirements set forth in this 

· Lease. Tenant shall cooperate with such audit.. In the event such audit shows that Tenant-is not 
complying with such requirements, without limiting City's ability to ~all a default hereunder, City may 
require that Tenant reimburse City for the costs of such audit. Tenant shall promptly remedy any 
noncompliance sJ:lown in any such audit. 

3.11 Representative ofTenant. Tenant shall at all reasonable times retain in the Terminal 
Building Complex at least one qualified representative authorized to represent and act for it in matters 
pertaining to its operation, and shall keep Director informed in writing of the identity of each such person. 
The initial perspn so designated.is the Initial Tenant Representative. 

3.12 Investigation Rep01ts. Tenant shall, if required by Director, employ, at its own cost and 
. expense, .an investigative o1'ganization approved by Director fer the purpose of making investigations and 

observations and preparing a: written report of the canying out of any pricing policies, revenue control, 
and operational teclmjques being used on the Premises. Tenant shall cause such investigation and. 
observation to be :made at such reasonable times and in the manner directed by Director, and the 
investigator shall deliver forthwith to Director a true and complete written copy of any such rep01ts made 
to Tenant. · · · 

3.13 . Compliance with Laws. Tenant shall promptly, at its sole exp~nse, cause the Premises 
(including anype1mitted Alterations (as defined below)), and Tenant's and any Tenant Entity's use ofthe 
Premises ·and operations at the Airport under the Lease, to comply ·at all times with aU Laws (as defined 
below). N otwithsta~ding the foregoing, this Section 3. t3 shall not impose on Tenant any liability to make 
any structural alterations to the Tenninal' s roof, foutidation, bearing and exterior walls and subflooring; 
or heating, ventilating, air conditioning, plumbing, electrical, fire prote9tion, life safety, security and other · 
mechanical, elec:trical and communications systems of the Terminal (collectively 1'Building Systems"), 
except to the extent the same is (i) installed by Tenant or Tenant Entity, or (ii) necessitated by Tenant's 
Alterations or by any act or omission of Tenant m· any Tenant Entity. As used herein, the term "Laws" 
shall mean all applicable present and future laws, ordinances, rules, judgments, decrees, injunctions, 
regulations, permits, authorizations, orders and requirements, to the extent applicable to Tenant Ol' the 
Premises or any portion of any of them whether or not in the cont<;lmplation of the parties, including, 
without limitation, all consents or approvals required to be obtained from,. and all rules.and regulations of1 

and all building ati.d zoning laws ot; all federal, state, county and municipal goveniments, the 
departments, "Qureaus, agencies or commissions thereof, authorities, board of officers, any national or · 
local board of frre underwriters, or any other body or bodies exercising similar functions, including the 
Occupational Safety mid Health Act and all other applicable laws relating to workplace safety or toxic 

. materials, substances or wastes, Title XV (commencing with Section 3082) of the California Civil Code 
relating to works of improvement and all other applicable laws· relating to construction projects, the 
provisions of the American with Disabilities Act, 42 U.S.C. Section 12101 et seq. and any govemniental 
regulations with respect thereto (the "ADA") (including, without limitation, the requirements und~r the 
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ADA for the purposes of"public accommodations", as that term is used in the ADA), the provisions of 
Section 504 of the Rehabilitation Act of 1973 (29 U.S. C. Section 794 et seq.) and any governmental 
regulations with respect thereto, Title 24 of the California Administrative Code, all Environmental Laws, 
the Airport Rules, the Tenant Improvement Guide (including any design criteria) as the same may be 
amended from time to time (the "TI Guide"), and the requirements referenced in Section 19 [City and 
Other "Governmental Provisions] hereof. 

4. RENT 

4.1 Definitions. For purposes of this Lease, the following capitalized terms shall have the 
following meanings: 

(a) "G1;oss Revenues" means: 

. (i) . The retail price of ali merchandise sold and services rendered in, on, 
about or from the Premises or from such other locations on the Airpmt 
where Tenant operates, whether through a subtenant, concessionaire, or 
by ariy other person or entity herein pe1mitted, to include catering and 
lntemet sales, as permitted herein, and any other receipts, credits, 
rebates, allowance· or revenues of any type arising out of or in connection 
with Tenant's operations at the Prel)lises, regardless of where or by 

. whom any such merchandise is prepared, whether s:uch sales be for cash 
or on credit, and in case of sales on credit, whether or not payment is 
actually madE); provided, however, that in the event merchandise is 
returned by a. customer and the sale is canceled, the selling price shall be 
excluded; plus; 

(ii) . The full amount of all deposits fotfeited by customers .in connection with 
·any business ofTep.ant in, on, about or from the Premises; plus, 

(iii) . The full amount of all orders for goods or services accepted by Tenant in, 
on, about or from the Premises, whether or not to be filled or pmfonned 
at any other place, and the full amount of all orders accepted by Tenant 
elsewhere, but to be filled or pe1fmmed .in, on, about or from the . 
Premises or from such other locations on the Airport where Tenant 
operates. In detmmining Gross Revenues, retail sales taxes shall not be· 
included; plus, 

(iv) The retail price of all merchandise orders placed on the Premises from · 
Tenant's catalog; plus, 

(v) · Branding fees, marketing fees, merchandising fees, promotional' 
allowances, retail display allowances (RDA) and any type of ancillary 
advertising or product placement fees/allowances arismg out of or in 
co1111ection with Tenant's operations at the Premises. 

The following shall not be included in Gross Revenues: 

(i) Any exchange of merchandise between facilities ofTenantwhere such 
exchange is made solely for the convenient operation of Tenant's 
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occurs. 

(ii) 

(iii) 

(iv) 

(v) 

business and not for the purpose of consummating a sale mad\'l in, at or 
from the demised premises, or for the purpose of depriving City of the . 
bendit of sales which would otherwise be made in or at the Premises; 

Retums to the shippers or manufacturers; 

Cash or credit refunds to customers on transactions (not to exceed the 
actual selling price of the item retumed) otherwise included in Gross 
Revenues; 

Di~count sales to employees, to the extent of the discount; and 

Any Employee Benefits Surcharge approved by the Airport.. 

(b) "MAG Adjustment Date" has the mea:ning given it in the Summary. 

(c) "Enplanements" means the total number of passengers hoarding ail'line caJTiers. 

(d) ''First Month" means the month in which the first Rent Commen9ement date 

(e) "Lease Year" means the period commencing on tl:J,e first Rent Commencement 
Date and terminating on December 31st of the ye1:1-r in which the :frrst Rent Commencement Date occurs, 

. and each subsequent 12 month period except that the final Lease Year may be less than 12 months. 
. ' 

(f) "Consumer Price Index" means that index published by the United States 
Department of Laboi', Bureau of Labor Statistics known as "All Urban". In the eve:nt such index is 
discontinued, then "Consumer Price Index" shall mean an ili.dex chosen by Director which is, in 
Director's reasonable judgment, comparable to the index specified above. 

(g) ''Base Index" means the most recent Consumer Price Index published i.m:rllediately 
prior to the first Rent Commence!!lent Date. · 

(h) "Coll!-parisoi::t Index" means the most recent Consumer Price Index available at the 
time of MAG Adjustment 1:eview. · 

4:2 Monthly Rent Payments. Tenant shall pay, as rent for the Premises, estimated monthly 
Base Rent in advance, on or before the first (1st) day of each calendar month of the Tenn., as set forth 
below: 

(a). On or before the Rent Commencement Date and the flrst (1st) day of each calendar 
month thereafter, Tenant shall pay the current monthly Minimum Annual Guarantee to the City's Rent 
Payment Address. 

(b) On or before the twentieth (20th) day of each calendar month after the First Month, · 
concurrently with its submission of the Sales Reports described below covering the prior calendar 
month, Tenant shall pay to City the deficiency, if any, between the Base Rent payable by Tenant with 
respect to such prior calendar month (based on :the Gross Revenues achieved with respect to such prior 
month), and the amount actually paid by Tenant pursuant to the foregoing subsection'( a) with respect to 
suchmonth. · 
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(c) All payments hereunder shall be paid to Citj.'·s Rent Payment Address, or at such 
other place as City may from time to time designate in writing. . . 

. (d) All Rent shall be paid in lawful money of the United States, free from ali claims, 
demands, setoffs, or counterclaims of any kind. 

(e) Any Rent not paid when due shall.be subject to a service charge equal to the lesser 
of the rate of one and one~ half percent (1 Y:z%) per month, and the maximum rate permitted by law. 
Acceptance of any service charge sh<ill not constitute a waiver of Tenant's default on the overdue 
amount or prevent City fi·om exercising aQ.y of the otp.er rights and remedies available to City. 

4.3" Adjustments to Minimum Annual Guarantee. On eachMAG Adjustment Date, the. 
Minimum Annual Guarante·e will be adjusted such that the Minimum Annual Guarantee with respect to 
the upcoming Lease Year shall be increased to equal the following amount: 

MAG X Comparison Index 
Base Index 

Notwithstanding anything to the contrary herein; in no event will the Minimum .Annual Guarantee 
for any Lease Year be lower than the Minimum Annual Guarantee with respect to the prior Lease Year. 

4.4 Construction Period Ope~ations. In the ~vent Tenant desires to operate and conduct 
operations constituting the Permitted Use in a temporary facility prior to substantial completion of the · 
Initial Improvements and the Rent Commencement Date, then prior to the Commencement Date, Tenant 
shall give notice thereof to Director requesting Director's approval of such· interim operations. Such 
notice shall specify the nature of such operations; including the proposed area for such operations, the 
hours of such operations; and the inventory to be offered for sale. Director shall have the right to grant or 
deny such approval in Director's sole and absolute discretion. In the event Director grants approval of 
such interim operations, then such operations shall be on such terms and conditions required by Director, 
including: (a) Director may revoke Director's approval at any time, and following such revocation, 
Tenant must immediately ~ease such operations until the Rent Commencement Date; (b) Such interim 
operations may be conducted only .in the area designated by DiJ:ector; (c) Tenant's responsipilities and 
liabilities with respect to suc};J. designated area shall be the same responsibilities and liabilities that Ten.ant. 
has ·with respect to the Premises, except that Tenant shall not be obligated to perfoi'm the Initial 
Improvements or any other Alterations on such designated area; (d) As Base Rent for the· interim period, 
Tenant shall pay to City the Construction Period Percentage Rent identified in the Summary based on 
Gross Revenues achieved"from such designated area during each month of such interim period. All such 
rent shall be due and payable on the twentieth (20th) day of the month following each month of operation, 
and otherwise as provided in Section 4 of. the Lease. Tenant shall report all Gross Revenues achieved 
during such interim period and such Gross Revenues shall not be ·included as Gross Revenues for the 
purposes of calculation ·of Base Rent following the Rent Commencerp.ent Date; and (e) Tenant shall be 
solely responsible for making the designated area useable for Ten?-nt's interim operations, and for 
protecting such area from construction and other activities inthe Premis.es. At Director's reque~t, Tenant 
·shall restore such area to the condition existing prior to Tenant's use thereof. 

4.5 Rent Prior to Rent Commencement Date. In the event Tenant completes its improvements 
and opens for business prior to the .Rent Commencement Date, Base Rent will be greater of the 
Percentage Rent or a prQ-rated MAG based on a thirty (3 0) day month. In the event this Lease covers 
more than one Facility, upon the Rent Commencement Date for the first and each successive Facility, 
Base Rent will be the greater of the Percentage Rent or a pro-rated MAG based on the percentage of each 
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such Facility's square footage against the total square footage ofthe Premises. For example, if the 
aggi'egate square footage of the Premises equals 1,000 square feet, aild the newly constructed Facility 
equals 500 square feet, the pro~rated MAG will be fifty percent (50%) of the total MAG, since 500 square 
feet is fifty percent of the aggregate square footage of 1,000 square feet. If the pro-rated MAG amount is 
less than the Percentage Rent however, then the Percentage Rent amount will supersed~ the pro-rated 
MAG.. . 

4.6 Sales Reports. On or before the twentieth (20th) calendar day of each month after the First 
Month, Tenant shall submit to City, at City's Sales Report Address, a report (the "Sales Report") : 
showing all Gross ~evenues achieved with respect to the prior month by location, segregated by each 

. source or .general type of article sold or service rendered. Such repmt shall be certified as being true and 
correct by Tenant and shall otherwise be in form and substance satisfactory to Director. As described 
below, City shall have the right, in addition to all other rights herein, to impose a fine in the event Tenant 
shall fail to submit such Sales Report timely. 

4. 7 Annual Cetti:fication of Sales and Adjustment. Within ninety (90) days after the end of 
each Lease Year, Tenant shail submit to Director at City's Deposit/Annual Report Notice Address a year
end revenue report ce1tified by an independent Certified Public Accountant or senior officer showing 
Gross Revenues achieved with respect to the prior Lease Year ("Annual Reporf'). If such report shows 
that the total Base Rent actually paid by Tenant with respect the prior Lease Year was less than the Base 
Rent payable with respect to such year, then Tenant shall immediately pay to ·city such deficiency. If 
such report shows that the total Base Rent actually paid by Tenant with respect to such pr.ior T...er;~sf'I.Y ear . 
exceeded the Base Rent payable with respect to such year, then such excess. shall be applied as a rent 
credit to amounts next coming due. Notwithstanding anything to the contrmy herein, in no event will the 
Base Rent payable to City be less than the Minimum Annual Guarantee. In addition, Tena~t shall submit 
to City such other fmancial or other reports as Directonnay reasonably require. Tenant shall also ce1tif)r 
any Gross Revenues earned prior to the Rent Commencement Date and a tt'ue-up for that period alone 
will take place in the manner stated immediately above. 

4.8 Point of Sale Requirements. Tenant shall install in the Premises a Point of Sale (POS) 
system with at least one POS unit, which includes mobile POS or other similm· electronic devices. All 
POS used on the Premises shall meet current industty standards for transmitting, capturing and recording 
transadions and data in a secure fashion while protecting Card Holder Data, and shall register eve1y 
tt·ansaction made in, on, about. or from the Premises, including every type of Gross Revenue in realtime, 
and an electronic or hard copy record of each. Tenant shall comply and remain clU'rent with all Payment 
Card Jndustty Data Security Standard (PCI-DSS) requirement~ as deta}led in Exhibit B hereto. Said POS 
shall be accessible to and subject to inspection or audit by Director or his/her designee upon request. All 
cash receipts must include Tenant's identification thereon. Each sale or other transaction from the 
Premises must be recorded at the time of eaqh sale or other tran~action, in the presence of the customer, 

. unless otherwise approved by the Director. Each customer must be offei·ed a receipt or sales slip for each 
transaction, which tt·ansaction must be recorded on a digital record produced by the POS. The POS may 
also provide customer the option of having receipts emailed, in addition or in lieu of a printed receipt, at 
the option ofthe customer. City sliall have the right to: (a) examine during business hours the totals of 
any POS used on the Premises and to inspect such POS for compiiance with this Section; (b) implement 
an hourly or daily reporting system with which Tenant shall comply; and (c) implement a common~use 
POS, in which event, Tenant must, at its cost, plU'chase and install the necessmy equipment, tt·ain its 
employees, and thereafter use, such equipment to take part in such system. Additionally, Tenant shall' 
ensure a capability within its niobile POS for the installation of Airp01t and Airport partner applications 
that can be integrated with Tenant's POS to exchange data and make possible future oppmtunities to 
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support passengers and airlines with vouchers, coupons and other mutually beneficial marketing 
programs. 

4.9 Books and Records; Audit Rights. 

(a) Tenant shall maintain for a period of :five (5) years after th~ Expiration Date, or, in 
the event of a claim by City, untii such claim of City for payments hereunder shall h~ve been fully 
ascertained, fixed al)d paid, separate and accurate daily records of Gross Revenues, whether for cash, 
credit, or otherwise. Tenant must require each subtenant, concessionaire," licensee, and assignee to 

. maintain the same records. All such books and records shall be kept in accordance with "generally 
accepted accounting principles," consistently applied, showing in detail all business done or transacted 
in, on, about or from or pertaining to the Premises, and Tenant shall enter all receipts arising from such 
business in regular books of account, and all entries in any such records or books shall be made at or 
about the time the transactions respectively occur. The books and source documents to be kept by 
Tenant must include records of inventories and receipts of merchandise, daily receipts from all sales 
and other pertinent original sales records and records of any other transactions conducted in or from the. 
Premises by all persons or entities conducting business in or £:om the Premises. Pertinent original sales 
records include: (i) cash register tapes, including tapes from temporary registers, (ii) serially pre
numbered.sales slips, (iii) the original records of all mail and telephone orders at and to the Premises, 
(iv) settlement report sheets of transactions with subtenants, concessionaires, licensees and assignees, 
(v) original records indicating that merchandise retumed by customers was purchased at the Premises 
by such customers, (vi) memorandum receipts or other records of merchandise taken out on approval, 
(vii) detailed original records or any exclusi.ons or deductions fi:om Gross Revenues, (viii) sales tax 
records, and (ix) all other sales records, if any, that would nonnally be examined by an independent· 
accountant pursuant to generally accepted auditing standards in performing an audit of Gross Revenues. 
Tenant must keep the required books, source documents and record~ of Gross Revenues available for 
inspection by City and its agents and employees at the Premises or at another location within the 
continental United States at all times during regular business hours. In addition, Tenant shall maintain 

·monthly and annual reports of Gross Revenues derived from its operation under this Lease, using a 
forD;J. and method as is directed by Director. Such fmms and methods shall be employed by Tenant 
throughout the term of this Lease. Upon Director's written request, Tenant shall make. available 
immediately to City .and! or its auditors any and all books, records and accounts pertaining to its· 
operations under this Lease. The intent and purpose of the provisions of this Syction are that Tenant 
shall keep and maintain records which will enable City and City's Controller to asce1tain, dete1mine 
and audit, if so desired by City, clearly and accurately, Gross Revenues achieved, and the adequacy of 
the form and method of Tenant's repmt1ng thereof. 

(b) Should any examinati~n, inspection, and audit ofTenant's books and records by 
City disclose an underpayment by Tenant of the total Base Rent due, Tenant shall promptly pay to City 
.such deficiency, and if such deficiency exceeds two percent (2%) ofthe total Base Rent due, Tenant 

· shall also promptly reimburse C~ty for all costs incuned in the conduct of such exanlln.ation, inspection, 
and audit. Fmther, should any examination, inspection, and audit ofTenant's books and records by City 
disclose an underpayment by Tenant of the total Base Rent due and such de:ficien,cy exceeds five 
percent (5%) of the total Base Rent due, City. shall have·the right to temiinate this :Lease. In the event 
that City deems it necessary to utilize the services of legal counsel in connection with collecting the 
reimbursement for such examination, inspection, and audit, then Tenant shall reimburse City for 
reasonable.attmneys' fees and iitigation f?X,penses as part of the aforementioned costs incuned. 

4.10 Other Reports and Submissions. Tenant shall furnish City with such other financial or 
statistical reports as Director or his/her representative from tinie to time may reasonably require. Upon 
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request by Director, Tenant shall furnish to City copies of its quarterly California sales and use tax retum.s 
.covering the Premises operations as well as that pertinent portion of both. the California and Federal 
income tax returns and possessory interest tax returns on the Premises operations at the time of filing, and 
any amendments thereto. All copies of such returns must be certified as exact copies of the original 
documents by a Certified Public Accountant. Tenant and all subtenants (to the extent permitted) shall 
also promptly notify Director of a:tid furnish to City copies of any audi~ reports covering this facility 
conducted by the California Franchise Tax Board or the Board of Equalization. 

4.11 Additional Rent. Tenant shall pay to City any and all charges and other amounts under 
this Lease as additional rent, at the same place where Base Rent is payable. City shall have the same 
remedies for a default in the payment of any such additional charges as for a default in the payment of 
Base Rent. 

4.12 Prepay Rent. Notwithstanding anything to the contrary herein, in the event Tenant shall 
fail to pay any Rent when due hereunder, Director shall have the right to requh·e Tenant-to pay estimated 
monthly Rent .(including Base Rent, utility charges, and·an other amounts) ·one (1) month in advance of 

· when such payment would ()therwise be due. Such prepayment would be based on the highest monthly 
Rent previously due iJ:om Tenant. Such right shall be exercised by a notice from Director to Tepant, 
Which.notice may be given any time after such default by Tenant, i"egardless of whether the same is cured 
byTenant. . 

4.13 Nature.ofLeas~. Under no circumstances will City be expected or required to make any 
payment of any kind with respect to Tenant's use. or occupancy of the Premises, except as may be 

· otherwise expressly set forth herein. Except as may be specifically and expressly. provided otherwise in 
this Lease, no occurrence or situation arising during the Term, nor any present or future Law, whether 
foreseen or unfoxeseen, shall relieve Tenant from its liability to pay'_ all ofthe sums required by this .Lease, 
or relieve Tenant from any of its other obligations under this Lease, or give Tenant the right to terminate 
this Lease in· whole or in part. Tenant waives any rights now or hereafter conferred upon it by any 
existing or future Law to terminate this Lease or to 'receive any abatement, diminution, reduction, or 
suspension of payment of such sums, on account of such occurrence or situation. Except as otherwise 
expressly provided herein, this Lease shall continue in full force and effect, and the obligations of Tenant 
hereunder shall not be released, discharged or otherwise affected, by reason of: (a) any damage to or 

. destruction of the Premises or any portion thereof or any improvements thereon, or any taking thereof in 
eminent domain; (b) any restriction or prevention of or interference with any use of the Premises Ql' the 
improvements or any part thereof; (c) any bankruptcy, insolvency, reorganization, composition, 
adjustment, dissolution, liquidation or other proceeding relating to City, Tenant or any constituent partner 
of Tenant or any sublessee, licet~see or concessionairy or any action taken with respect to this Lease by a 
trustee .or receivl'lr, or by any court, in any proceeding; (d) any claim that Tenant or any other person has 
or might have against City; (e) any fail me on the part of City to pe1form or comply with any of the terms 
hereof or of any other agreement with Tenant or any other person; (f) any failure on the part of any 
sublessee, licensee, concessionaire, or other person to perform or comply with any of the ten;ns of any 
;;ublease or other agreement between Tenant and any such person; (g) any termination of any sublease, 
license or concession, whether voluntary or by operation of law; or (h) any other ocbutTence whatsoever, 
whether similar or dissimilar to the foregoing in each case whether or not Tenant shall have notice or 
knowledge of any of the foregoing. The obligations of Tenant hereunder shall be separate and 
independent covenants and agreements. Tenant hereby waives to the full extent permitted by applicable 
law, all rights now or hereafter conferred by statute,' including without limitation the provisions of Civil 
Code Sections 1932 and 1933, to quit, te1minafe or stmender this Lease or the Premises or any part · 
thereof, or to any abatement, suspension, deferment, diminution or reduction of any rent hereunder .. 
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4 .. 14 Severe Decline in Enplanements. 

(a) Defined Tenus. For purposes of this Secti.on, the following capitalized terms shall 
·have the following meanings: 

(i) 

(ii) 

(iii) . 

"Relevant Boarding Area" shall have the meaning given it in the 
Summary. · 

"Enplan~?rnents" shall mean the total number of passengers boarding 
airline caniers. For purposes ofthis Section 4.14, all Enplanement 
comparisons shall be done by Relevant Boarding Area. 

"Reference Month(s)" shall mean the conesponding month in the 
Reference Year. 

(iv) . . "Reference Year" shall have the meaning given it in the Summary. 

(v) 

(vi) 

(vii) 

. "Percentage Rent'' shall have the meaning given it in the Summary. 

"Severe Decline in Enplanenients for Three Months" shall mean that 
the actual Enplanements achieved during a one month period is less than 
80% of the actual Enplanements of the same Reference Month in the 
RefereJ;lCe year, and such shmtfall continues for three (3) consecutive . 
months. · 

"Enplanement Stabilization for Two Months" means that actual 
Enplanements for a patticular month eq~als or exceeds 80% of the actual 
Enplanements of the same Reference Month in the Reference Year, and 
such threshold is achieved for two (2) consecutive months. · 

(b) MAG Suspension. If. at any time during the te1m, there is a Severe Decline in 
Enplanements "for Three Months, then the lylAG shall be temporarily suspended as follows: 

(i) The MAG suspension shall be effective on the first day of the month 
immediately following the Severe Decline in Enplanements for Three 
Months. 

(ii) During such MAG suspension period, Tenant shall be i·equired to pay 
only the Percentage Rent, unless and until the MAG is reinstated as 
provided below. On or before the 20th day of each month,. Tenant will 
submit to City a Sales Repmt showing Tenant's Gross Revenues 
achieved with respect'to the prior month, together with the Percentage 
Rent calculated on such Gross Revenues, cumulated by Lease Year. 

(iii) If the Lease provides that the Percentage Rent is ,based on a tiered gross 
revenue structUre, for purposes· of dete1mining the Percentage Rent 
payable, the annual Gross Revenues shall continue to cumulate as 
provided in the Lease. For example, if Tenant's Lease Year is November 
1 through October 31, then for purposes of calculating Percentage Rent 
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for April2003; all gross revenues achi~ved to date (from November 1 
through April30) will be cumulated. 

· (c) MAG Reinstatement Once there is Enplanement Stabilization for Two Months, 
then the MAG is reinstated, and will continue unless and until there is another Severe Decline in 
Enplanements for Three Months, a;:; follows: 

(i) Such MAG reinstatement will be effe.ctive on the first day of the month 
following an Enplanement Stabilization for Two Months . 

. (ii) . In the event the MAG is reinstated after the commencement of a "Lease 
Year" or other period of time for annual gross revenue accumulation 
specified in the Lease, the MAG will be pro-rated accordingly. 

(d) Detennination ofEnplanements and "True-Ups". The parties acknowledge that 
Enplanemertts for a pmticular month are not usually determined as ofthe first day of the following 
month; Accordingly, unless and until the MAG is suspended as provided herein, Tenant shall continue 
to pay the MAG as and when required hereunder. If and when a MAG 'is later suspended pmsuant to 
Section 4.12(b ), then City 'shall issue a rent credit to reflect any resulting overpayment in rent. If and to . 
the extent Tenant has any outstanding obligations to City hereunder, City may decline to issue such rent 

· credit or reduce the rent credit by the amount outstanding. If and when the MAG is reinstated, Tenant 
shall pay to City with:i11 five (5) days after City shall have given notice to' Tenant of such reinstatement, 
the ··aeficiericy, if any ;bee weeifilie· Percetitage ·Rent paid by T eriiiiit ·an& the MAG, for the month( s) 
following such reinstatement. · 

(e) EnplanementDeterminations. Director shall have the sole discretion as to the 
Enplanement calcuiations, and whether there ·exists a Severe Decline in Enplanements for Three 
~onths and/or an Enplanement Stabilization for Two Months. · · · 

(f) No Effect. The MAG suspension shall have no effect on (i) any adjustments 
specified ·m this Lease to be. mad.e to the MAG; or (ii) the Deposit Amount..· 

(g) Effect of Default. Notwithstanding anything to the contrmy herein, in the event 
Tenant shalL default under this Lease or any Other Agreement, the Director may immediately reinstate 
the MAG, without giving to Tenan.t the benefit of any notice or right to cure as may otherwise be 
provided under this Lease or Other Agreement. · 

(h) Subtenants. Without limiting the provisions of Section 5. [Assignment or 
Subletting] if Tenant subleases any p01tion ofth~ Premises, Tenant shall offer to such subtenant(s) the 
same types of MAG suspension as are provided herein. 

(i) Example. The following is intended merely t~ provide ai:l example ofthe 
mechanics of the foregoing provisions~ and the.numbers provided are not intended to be projections or 
guarantees. Assume (a) the Premises are in Boarding At·eaF, (b) the Lease is awm·ded on February 15, 
2003, and (c) Reference Year Enplanements for Boarding Area F, by Reference·Mopth in the Reference 
Year (January 1- December 31, 2002) are: 

Jan 
2002 

Feb 
2002 

Mar 
2002 

Apr 
2002 

. LEASE: Terrnina12 Specialty Retail Lease No.2 
TENANT: MRG San Francisco, LLC 

May 
2002 

Jun 
2002 

• 16 • 

852 

Jul 
2002 

Aug 
2002 

Sep 
2002 

Oct Nov 
2002 . 2002 

Dec 
2002 



.Enp 800 800 800 900 1,100 1,200 1,300 1,200 1,100 900 800 900 
('000) 

Assume further that actUal Eriplai1ements for Boarding Area F. by Reference Month for 2005 are 
as follows: 

Jan Feb Mar Ap1: May Jun Jul · .Aug Sep Oct Nov Dec 
2005 2005 2005 2005 2005 2005 2005 2005 2005 2005 2005 2005 

Enp 900 900 700 700 800 800 900 1100 700 800 700 800 
('000) 

%of· 112.5 112.5 87.5 77.8 72.2 72.2 69.2 91.7 63.6 88.9 87.5 88.9 
Ref. 
Month 

(j) Then, there occurs a Severe Decline in Enplanements for Three Mcinths with 
respect to the months April2005 -June 2005, and the MAG shall be suspended effective July 1, 2005. 
There occurs an Enplanement Stabilization for Two Months with respect to the months October 2005-
November 2005, and the MAG shall be reinstated effective December-1, 20Q5. · 

5.. ASSIGNMENT OR SUBLETTING 

5.1 No Assignment. Temint shall not assign, sublet, encumber, or otherwise transfer, whether 
voluntary or involuntary or by operation of law, the Premises or any part thereof, or any interest herein, 
without City's prior written consent, which consent may be granted or denied in City's sole and absolute 
discretion (the term "Tran'sfer" shall mean any such assignment, subletting, encumbrance, or transfer). 
City's consent to one Transfer shall not be deemed a consent to subsequl")nt Transfers.· ·Any Transfer 
made without Cit)" s consent shall constitute a default hereunder and shall be voidable at City's election. 
Notwithstanding or limiting the foregoing, the City will allow a tenant, including an individual or entity 
with any level of ownership in an.Airport tenancy, to hold a maxilnum of eight (8) retail or food an<l. 
beverage, or· a combination therein, leases at the Aitport at a!J.Y given time. This polioy does not include 
subleases .. 

· 5.2 Changes in Tenant. The merger of Tenant with any other entity or the transfer of any 
controlling owpership interest in Tenant, or the assignment or transfer of a substantial portion of the 
assets of Tenant, whether or not located on the Prem1ses, shall constitute a Transfer. Without limiting the 
generality of the foregoing, if Tenant is a partnersl).ip, a withdrawal or change, voluntary, involuntary or 
by operation of law of the partner or partners owning twenty-five percent (25%). or more ofthe 
partnership, or the dissolution of the partnership, or the sale or transfer of at least twenty-five percent 
(25%) of the value of the assets ofTena:p.t, shall be deemed a Transfer. If Tenant is a corporation or 
limited liability company, any dissolution, merger, consolidation or other reorganization of Tenant, or the 
sale or other transfer of a con'b:olling percentage ofthe capital stock or membership interests of Tenant, or 
the sale or transfer of at least twenty-five percent (25%) of the value of the assets of Tenant; shall be 
deemed a Transfer . .The phrase "controlling percentage" means the ownership of, and the right to vote, 
stock or interests possessing at least tWenty-five percent (25%) of the total combined voting power of all 
classes of Tenant's capital stock or interests issued, outstanding and entitled to vote for the election.of 
directors. Without limiting the restrictions on asset transfers, this paragraph shall not apply to stock or 
limited liability company interest transfers of corporations or limited liability companies the stock or 
interests of which is traded through an exchange .or over the counter. · 
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5.3 No Release. In no event will City's consent to a Transfer be deemed to be a release of 
Tenant as primary obligor hereunder. 

5.4 Subleasing. Without limiting City's discretion in approving ot disapproving a proposed 
Transfer, if and to the extent City pennits Tenant to sublease the Premises, the following shall apply: 
(a) Prior to negotiating a sublease agreement, Tenant JJ;J.Ust submitto City a sublease proposal for City's. 
approval, which approval may be granted or withhel~ in City's absolute and sole discretion; (b) Every 
sublease must be on a Standard Sublease Agreement fonn approved by Director, and .the actual sublease 
must be approved by Director; (c) Each and every covenant, condition or obligation imposed upon.Temint 
by this Lease and each and eve1y right, remedy or benefit afforded City by this Lease will not be impaired 
or diminished as a result of any sublease ~greement; (d) No subtenant shall be obligated to pay to Tenant, 
and Tenant shall not be permitted to charge any rent, percentage rent, bonus rent, key money, 
administration fee, or the iike, which exceeds, in the aggregate, the total sums that Tenant pays to City 

. under this Lease for the portion of the Premises subleased by the subteniillt under its subleas·e agreement .. 
(the "Excess Rent"). If, notwithstanding the foregoing protrlbition, Tenant receives any Excess Rent, 
Tenant shall pay the same to City; (e) Tenant assigns to City all rent and other payments due from all 
subtenants under any sublease agreements; provided however, Tenant is hereby granted a license to 
COllect rents ·and other payments d'\].e fl:om subtenants Under their sublease agreements until the OCCUi1·ence 
of an Event of Default, regardless ofwhcthcr a notice of that default has been given by City. At any time, 
at Director's option, City may notify a subtenant of this assignment and upon such notice the subtenant 
will pay its rent other payments directly to City. City will credit Tenant with any rent received by City 
under such assignment, but the acceptance of any payment on account of rent from any subtenants as .a 
result of an Event of Default will in no manner whatsoever serve to release Tenant from any liability 
under this Lease. No payment of rent or any other payment by a subtenant directly to City or other 
acceptance ofsuch.payments by City, regardless of the circumstances or reasons therefor, will in any. 
inanner whatsoever be deemed an attornment by the subtenants to City in the absence of either a specific 
written agreement signed by City to such an effect. · 

5.5 Excess Rent. City shall receive fifty percent (50%) of all Excess Rent p·ayable in 
connection with any Transfer. "Excess Rent"' means the excess of (a) all- consideration received by 
Tenant from a Transfer over (b) Rent payable under this Lease. after deducting reasonable tenant 
improvements paid for by Tenant, reasonable attomeys' fees and any other· reasonable out-of-pocket costs 
paid by Tenant as a result of the Transfer (but specifically excluding any Rent paid to City while the 

·Premises is vacant). 
. . 

5.6 Acceptance of Rent. The acceptance of rent by City fi:om any person or entity does not 
constitute a waiver by City of any pi·ovision of this Lease or a consent to any Transfer. City's consentto 
one Transfer will not be deemed to be a consent to any subsequent Transfer. IfTenant defaults in the 
performance of any of the tenns of this Lease, City may proceed directly against the transferor (or if there 
has been more than one Transfer, then each transferor) without necessity of exhaustii1g reinedies against 
Tenant. City may consent to subsequent Transfers or a'!Jlendments or modifications to ·this Lease with 
transferees, without notifYing transferor (or if there has been more than one Transfer, then each 
transferor) and without obtaining its or their consent thereto and such action shall not relieve any 
transferor ofliability under this Lease as amended. 

5.7 Waiver. Tenant waives the provisions of Civil Code Section 1?95.310 with respect to 
remedies available to Tenant should City fail to consent to a Transfer. 
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6. TAXES, ASSESSMENTS AND LIENS 

6.1 Taxes. 

(a) Tenant recognizes and understands that this Lease may ci'eate a possessory interest 
subject to property taxation and that Tenanfmay be subject to the paymept of property taxes levied on 
such interest. Tenant furtherrecognizes and understands that any Transfer permitted under this Lease 
and any exercise of any option to-renew or other extension of this Lease may constitute a change in 
ownership f~r purposes of property taxation. and therefore may result in a revaluation of any possessory 
interest created hereunder. Tenan,t shall pay all taxes of any kind, including possess01y interest taxes, 
that may be lawfully assessed on the leasehold interest hereby created and to pay all other taxes, 
excises, licenses, permit charges·and assessm~ntsbased· onTenmt'·s usage ofth~ Premises, all of which 
shall be paid when the same become due and payable and before delinquency. · 

(b) Tenant shall report any Transfer, or any renewal or extension hereof, to the County 
of San Mateo Assessor within sixty ( 60) days after such Transfer transaction, o~· renewal or extension. 
Tenant further.agrees to provide such other infmmatiori as maybe requested by the City to enable the 

. City:to comply with any reporting requirements under applicable law with respect to possessory · 
interests and any applicable rules and regulations of the Internal Revenue Service a.'ld the Securities and 
Exchange Commission irt con.nection with any tax-exempt Airport revenue bonds financing the 
prqperty leased to Tenant hereunder. Tenant agrees to make an irrevocable election not to claim 
depreciation or an investment credit with respect to any property leased hereunder. 

. 6.2 Other Liens. Tenant shall not permit or suffer any liens to be· imposed upon the limitation, 
me.chanic's', material suppliers' and tax liens, as a result of its activities without promptly discharging the 
same. Notwithstanding the foregoing, Tenant may in. good .faith .contest any such lien if Tenant provides 
a bond in an amount and form accept~ble to City in order to clear the record of any such liens. Tenant 
shall assume the defense of and indemnify and hold hannless City against any and all liens and charges of 
any and every nature and kind which niay at any time be established against said premises and 
improvements, or any part thereof, as a consequence of any act or omission·ofTenant or as a consequence 
cifthe existence of Tenant's interest under this Lease. 

7. INVESTMENTS; ALTERATIONS 

7.1 Minimum Investment. Prior to the Rent Cominencement Date, Tenant; at Tenant's sole 
cost and expense, shall refurbish, redecorate and modemize the interiors and exteriors of.the Premises, · 
and otherwise complete the initial 'improvements necessary and appropriate to. commence operations in 
the Premises (the "Initial Improvements"), at a minimum cost of the Minimum Investment Amount or · 
less than said amount provided Tenant complies with the Concessions Design Guidelines and receives 
Design Review. Committee approval. As-Built drawings of fire sprinkler and fire alarm systems must be 
s~bmitted to Building Inspection and Code Enforcement ("BICE") ·in AU.TOCAD ".DW G" format within 
3 0 days of issuance of a Temporary Certificate of Occupancy (TCO). Within ninety (QO) days after 
substantial completion of the Initial Improvements, Tenant must provide to City an AUTOCAD file and 
an electronic PDF file in accordance with the requirements as specifi\'ld in the Tenant Improveme11.t Guide 

· and an affidavit, signed under penalty of perjury by both Tenant and Tenant's general contractor, 
architect or' construction manager, stating the hard construction costs paid by Tenant to complete the 
Initial Improvements, together with copies of paid invoices and lien waivers substantiating the costs 
stated in the affidavit. Such "hard construction costs," which must equal or exceed the Minimum 
Investment Amount, may include ar9hitectural and engineering fees, provided the credit for such costs 
againstthe Minimum Investment Amount shall not exceed fifteen percent (15%) of the J\.finimum 
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Investment Amount. The minimum investment m'l-y not include financia.l costs, interest, invent01y, 
pre-opening expenses, inter-company charges related to construction, business interrttption, overhead, or 
·debt service on any construction loan, or any charges paid by Tenant to an affiliate. If Director disputes 
the amount of investment claimed by Tenant, Director inay, at City's expense, hire an independent. 
appraiser to dete1mine the cost of the investment. If the independent appraiser dete1mines that the 
investment is less than the Minimum Investment An;tount, the deficiency, as well as City's costs of hiring 
such independent appraiser, will be paid to City by Tenant within sixty (60) days of City's written notice 
of the appraiser's dete1mination .. At any time;upon three (3) business days' notice, City or its 
representatives may audit all ofTenant'sbooks, records and sottrce documents related to the hard 
construction costs paid by Tenant to complete the Initial Improvements. If the audit reveals that the hard 
construction costs paid by Tenant were less than those. stated in Tenant's affidavit, then Tenant must pay 
City for the costs incurred by City in connection with the audit plus any additional deficiency discovered 
between the hard construction costs paid by Tenant and the Minimum Tnvestinent Amount. City, at 
City's sole discretion, may require that Tenant comply with the terms of a Tenant Work Letter setting 
forth additional terms relating to Tenant's construption of the Initial Improvements, and Tenant hereby 
agrees to comply with any such Tenant If! ork Letter. . 

7.2 . City's Approval Rights. Tenant shall not make or suffer to be made any alterations, 
· . additions, or improvements to the Premises or any part thereof or attach any fixtures or e·quipment thereto, 

including the Initial Improvements (collectively, "Alterations") without City's prior written consent. 
Without limiting the generality ofth~ foregoing, the initial layout and design of all Alterations shall 
conform to Commission's established architectural design scheme for the Tenninai Buildimr Comnlex . 

._. ........ ,1. ~ 

the Airport's Concessions Design Guidelines and the provisions of Airport's TI Guide. Prior to the 
construction of any Alterations (including the Initial Improvements), Tenant shall submit detailed plans 
and specifications tci the Airport's Design Review Committee and BICE for approval. Tenant shall. 
include with its plans and specifications schematic renderings ofthe public retail area, materials; a color 
board(s) and a detailed layout of the overall merchandising plan. All decisions by the Airpmt's Design 
Review Committee shall be made subject to the approval ofthe Airpmt Commission. City's approval 
rights will ~xtend to and.include architectUral and aesthetic matters and City reserves the right to reject 
any designs submitted and to require Tenant to resubmit designs and layout prop0sals until they meet 
City's approval. The Rent Commencement Date shall not be extended if City elects to reject any designs 
or layout proposals submi:tted. In the event of disapproval by City of anypmtion of the plans and 
specifications, Tenant will promptly submit necessity modifications and revisions thereof. No changes or . 

· alterations will be made .in said plans or specifications after approval by City. City agrees to act within a 
reasonable period oftime upon such plans and specifications and upon requests for approval of changes 
or alterations in said plans or specifications. One copy of plans for all improvements or subsequent 
changes therein or alterations thereof will, within fifteen (15} days after approval thereof by City, be 
signed by Tenant and deposited with City as an official record thereof. In the event Tenant fails to have 
its Initial Improvement designs approved by the Airpmt' s Design Review Committee and BICE by the 
date that is tlrirty (30) days in advance of the Commencement Date, the Director may elect to impose 
fines of two hundred fifty dollars ($250) per day until such time that approvals are received. All 
Alterations shall be effected through the use of contractors approved by City who shall furnish to City· 
upon demand such completion bonds and labor and material bonds as City may require so as to assure 
completion of the Alterations on a lien-free basis. If the estimated cost of any Alterations exceeds 
$750,000 per building pe:rinit, unless otherwise exempt, Tenant agl-ees to comply with the Local Hit:ing 
Requirements as· described in Section 19.28 of this Lease. Without limiting the requirements set forth 
above, Tenant acknowledges and agrees that Tenant may be required to obtain approvals for any desired 
Alterations :6:om BICE. 

LEASE: Terminal2 Specialty Retail Lease No. 2 
TENANT: MRG San Francisco, LLC 

-20-

856 



· 7.3 Structures and Fixtures. Tenant shall, at its sole cost and expense, design, erect, construct 
and install all fixtures, fumishings, carpeting, decorations, finishings, equipment, countei·s, or other. 
necessary Alteratiol\S for its operation under this Lease. All construction sha11 be in conformity with the 
latest edition of the Airport TI Guide, and in confot:mity with the approved plans and specifications 
submitted by Tenant, and shall meet all applicable local·building codes and ordinances as well as all other 
Laws. Tenant shall submit complete plans and specifications to Director, and prior to the commencing · 
any construction work, obtain Director's written approval of said plans and specifications. Tenant shall 
make no change or alteration in the plans and specifications without prior written approval of Director. If· 
Tenant fails tq construct, fumish or decorate the premises in accordance with the approved plans and 
specifications, Tenant shall be given up to sixty (60) days to bring the premises to the condition described 
in the plans and specifications after which time the Director may impose a two hundred fifty dollars: 
($250) per day fine until such time that the premises, fixtures and fumishings are brought in accordance 
with the approved plans and specifications. In the event that Tenant fails to submit plans and . 
specifications which meet the approval of City within thirty (3 0) days after the Effective Date, City may 
terminate this Lease. Nothing herem contained shall be construed to delay or otherwise affect the 
CommencementDate or the Rent Commencement Date. 

7.4 Notice and Permits. Tenant shall give written notice to Director not less than seven (7) 
days prior to the commencement of any work in construction, alteration or repairs ofthe Premises, in 
ord~r that CitY may post appropriate notices of non-i·esponsibility; and agn~es that such notices 'may 
remain postedimtil the acceptance of such work by City. Tenant shall obtain, and pay all fees for all 
permits required by the City or other legal jurisdictions, for hnprovements that it is requjred to construct 
. or install, and it shall fumish copies of all such permits to· City prior to the commencement of any work. 

7.5 Title to Alterations. Title to all Alterations of such a nature as cannot be removed without 
damage to the Terminal, including all carpeting, decorations, finishings, and counters, shall vest in City· 
on the Expiration Date. All other equipment of such natui·e as to constitute trade fixtures shall remain the 
property of Tenant. On the Expiration Date, Tenant may remove said trade fixtures or Director may 
require that Tenant remove same at Tena,nt' s expense. Prior to the Rent Commencement b!).te, Tenant 
shall submit to Director a proposed list of such trade fixtures; said list may be subsequently amended 
during the tenn of this Lease to reflect any changes in said trade fixtures. Tenant agrees and understands 
that "fixture" is defmed as a thing affixed to premises that is bolted, nailed, screwed,: cemented and/or·· 
plastered. For the purpose of this Lease, fixtures shall include slat wall, counters and the like, attached to 
the physiCal structure of the premises in any matter whatsoever. On the Expiration D~te, all fixtures, · 
other than those deemed trade fixhn·es by City, shall become the .prop~lty of City. Tenant shall be liable 
to City for City's costs for storing, removing and disposing of Tenant's personal property, and of 
restoration of the Premises. 

7.6 Effect of Alterations on Airpmt. If and to the extent that Tenant's activities or proposed 
Alterations trigger an obligation or requirement on the part of City to make cha:Q.ges to the Airport 
premises. (including ADA requirements), Tenant shall indemnify, defend, and hold harmless City from 
and against any and all Losses (as defined below) arising .out of such activities or Alterations. 

7.7 Mid-T~1m Refnrbishment Left blank by agreement ojthe parties. 

7. 8 Labor Harmony. The parties acknowledge that it is of the utmost impmtance to City, 
Tenant, mid all those occupying or to occupy space in the Domestic and International Terminals that there 
be no intenuption in the progress of the construction work. Accordingly, City and Tenant agree as 
follows: 
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(a) In·any contract or undertaking which Tenant may make with a contractor for 
work in the Premises, pmvision shall be made for the dismissal from the job of workmen whose work is 
m1skilled or otherwise objectionable, in the Director's (and, for this purpose, ''the Director" shall include 
a reference to the Airpott' s Architect) reasonable judgment. Tenant shall cause any such workmen to be 
d-ischarged from the project within twenty-four (24) hours aftei· Director shall give notice to Tenant 
requiring such discharge. 

(b) Tenant shall use, and Tenant shall require its contractor and subcontractors to . 
use, their i·espective best eff01ts to prevent work stoppages on the Premises, and/or elsewhere on the 
Airport, to the extent attributable to work being petformed on the Premises, irrespective of the reason of 
any such stoppage. In the event that the conduct or presence of any employee(s) of Tenant or Tenant's 
contractor(s) or subcontractor(s) causes a labor dispute or work stoppag~, Tenant shall have such 
employee(s) immediately removed from the Airport upon Director's request. 

(c) Tenant shall include, and shall cause its contractor to include, the following 
clause in all contracts with its general contractors and subcontractors: 

Harmony Clause 

There shall be no manifestations on the project of any dispute between.any labor 
otganization.and any Tenant contractor or subcontractor, including but not limited 
to, any area standards picketing against said contractor or subcontractor. Should 
there be ar'lj manifes"lai.ion of a labor dispute ·between any Tenant co·1ltracto:r. of 
subcontractor and any union, which results in a stoppage of work on the part of 
said contractor or subcoiltractor's employees 01' the employees of any other 
employer or supplier on the project or _at the Airport, which in the sole judgment 

· of the Director will cause, or is likely to caUse, unreasonable delay in the progress 
of construction or operation of any business at the Airport, then upon written notice 
from Director, Tenant shalt declare the contractor or subcontractor in default of its 
contract, and upon such notice, Tenant shall haye the right to take such steps as are 
necessary to fmish the uncompleted portion of the work to be performed by the 
contractor or subcontractor. 

(d) Without limiting the generality of indemnities elsewhere in this Lease, Tenant 
shall indemnifY, defend, and hold harmless City and each City Entity for any and all Losses which arise 
fi:om the actions taken pursuant to this Section 7:8. · 

8. UTILITIES 

8.1 Services Provided. City shall provide in the Tenninal Building Complex the following 
utility services: reasonable amounts of water, electricity; telephone, sewage outlets, heating, ventilation, 
and air conditioning, to a point determined by the Director.· All extensions of the facilities requested by 
Tenant for said utility services from said points shall be at the sole cost and expense of Tenant. In the 
. event of any change desired by Tenant as to said points of supply by City, the expense of making such 
·changes or alterations shall be at the sole cost ofTenant. · 

8.2 Utility Costs. Tenant shall pay the Whole cost for all utility services as invoiced to Tenant 
by City and for such other special services which it may require. in the Premises, and Tenant hereby 
expressly waives the right to .contest any utility rates. 
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8.3 Shared TelecommuniCations Services. Tenant acknowledges that City has implemented a 
shared teleco11f1Dunications service program ("STS Program") to provide telecommunications services. 
The STS Program may involve City's provision of telephone, telefacsimile, local access, long distance 
service, internet, intranet, and other computer and telecommunications services. In such event, at City's 
option, Tenant shall pmticipate in the STS Program by engaging City or its .agent to provide such services 
at Tenant's expense, provided that the charges for such services are generally competitive. Further, 
Tenant shall pay to City when invoiced, the Airport Communication Infrastructure Charge, as the same 
may be modified from time to time. All payments for STS services shall be due and payable when 
invoiced by City. 

8.4 Waiver of Damages. Tenant hereby expressly waives any and all claims for damages 
arising or resulting from failures or intenuptions of utility serv'iees to the Premises, including electricity, 
gas, water, plumbing, sewage, telephone, communications, heat, ventilation, air conditioning, or for the 
failure or interruption of any public or passenger conveniences. Without limiting the generality of the 
foregoing, Tenant shall have np rights to abate Rent or terminate this Lease in the event of any 
interruption or failure of utility services. 

9. MAINTENANCE AND REPAIR 

9.1 "As-Is'' Condition. TENANT SPECIFICALLY ACKNOWLEDGES AND AGREES 
THAT CITY IS LEASING THE PREMISES TO TENANT ON AN "AS IS" WITH ALL FAULTS" 
BASIS AND THAT. TENANT IS NOT RELYING ON ANY REPRESENTATIONS OR 
WARRANTIES OF ANY KIND WHATSOEVER, EXPRESS OR IMPLIED, FROM CITY OR ITS 
AGENTS, AS TO ANY MA TIERS CONCERNil::-l'G THE PREMISES, INCLUDING: (i) the quality, 
nature, adequacy and physical condition and aspects of the Premises, including, but not limited to, 
landscaping, utility systems, (ii) the quality, nature, adequacy, and physical condition of soils, geology 
and any groundwater, (iii) the existence, quality, nature, adequacy and physical condition of utilities 
serving the Premises, (iv) the development potential of the Premises, and the use, habitability, 
merchantability, or fitness, suitability, value or adequacy of the Premises for any pmticular purpose, 
(v)the zoning or other legal status of the-Premises or any other public or private restrictions on use of the 
Premises, (vi) the compliance of the Premises or its operation with any applicable coqes, laws, 
regulations; statutes, ordinances, covenants, conditions and restrictions of any governmental or quasi
govm:mnental entity or of any other person or entity, (vii) the presence of Hazardous Materials on, under 
or about the Premises or the adjoining or neighboring propetty, (viii) the quaiity of any labor and 
materials used in any improvements on the real prope1ty, (ix) the condition of title to the Premises, and 
(x) the agreements affecting the Premises, including covenants, conditions, restrictions, ground leases, 
and other matters or documents of record or of which Tenant has knowledge. 

9.2 Accessibility Disclosure. California Civil Code Section 1938 requires commercial 
landlords to disclose to tenants whether the prope1ty being leased has undergone inspection by a Certified 
Access Specialist ("C.ASp") to determine whether the propetty meets all applicable construction~related 
accessibility requirements. The law does not require landlords to have the inspections perfmmed. Tenant 
is hereby advised that the Pi·emises have not been inspected by a CASp. Pursuant to California Civil 
Code Section 193 8( e), City provides the following disclosure to Tenant: "A Cettified Access Specialist 

· (CASp) can inspect the subject premises and determine whether the subject premises comply with all of 
the applicable constmction-related accessibility standards under state law. Although state law does not 
require a CASp inspection of the subject premises, the commercial prope1ty owner or lessor may not 
prohibit the lessee or tenant from obtaining a CASp inspection of the subject premises for the occupancy 
or potential occupancy of the lessee· or tenant, if requested by the lessee or tenant. The patties shall 
mutually agree on the arrangements for the time and manner of the CASp inspection, the payment of the 
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fee for the C.ASp inspection, and the cost of making any repairs necessary, to correct violations of 
construction-related accessibility standards within the premises." In the event Tenant elects to obtain a 
CASp inspection of the Premises, Tenant shall provide notice of such to City, and Tenant agrees that 
Tenant shall bear the cost of the inspection and any necessary repairs .within the Premises. 

9.3 Tenant's Maintenance Obligations. Tenant, at alltimes during the Term and at Tenant's · 
sole cost and expense, shall keep the Premises and every part thereof in good condition and repair, and in 
compliance with applicable Laws, including the replacement of any facility of City tised by Tenant which 
requires replacement by reason of Tenant's use thereof, excepting (a) ordinruy wear and tear, and (b) 
damage due to casualty with respect to which the provisions of Section 14 [Dainage or Destruction] shall 
apply. Tenant hereby waives all right to make repairs at the expense of City or in lieu thereof to vacate the 
Premises as provided by Califomia Civil Code Section 1941 and 1942 or any other law, statute 01: 

ordinance now or hereafter in effect. In addition, if it becomes reasonably necessaty during the term of 
this Lease, as detennined by Director, Tenant will, at its own expense, redecorate and paint fixtures and 
the interior of the Premises and improvements, and replace fixtures, worn carpeting, curtains, blinds, 
drapes, or other furnishings. Without limiting the generality ofthe foregoing, at all times, Tenant shall be 
solely liable for the facade of the Premises separating the Premises from the Tetminal common areas, 
including the external face thereof, all windows and display areas therein, and all finishes thereon. As 
provided below in Section 15.4 [City's Right to Petfotm], in the event Tenant fails to perfmm its 
maintenance and repair obligations hereunder, City shall have the right to do so, at Tenanfs expense: The 
parties aclmowledge and agre~ that Tenant's obligations und~r this Section are a material part of the 
bargained-for consideration under thi.~ Lea~~. Te.nant'l< C'.om.pJ.iane0 oblig1:1Jions sha.111ndude, 'Nithoi.lt 
limitation, the obligation to make substantial or structural repairs and alterations to the ·premises 
(including the Initial.Improvements), regardless of, among other factors, the relationship ofthe cost of 
curative act~on to the Rent under this Lease, the l'ength ofth~ then remaining Term hei·eof, the reJative 
benefit Of the repairs to Tenant or City, the degree to which curative action may inte:rfere with T~mant's 
use or enjoyment of the Premises, the likelihood thatthe.parties contemplated the particularrequirement 
involved, or the relationship between the requirement involved and Tenant's particular use ofthe 
.Premises. No occurrence or situation arising during the Term, nor any present or future requirement, 
whether foreseen or unforeseen, and however extraordinmy, shall relieve Tenant of its obligations 
hereunder, nor give Tenant atly right to tenninate this Lease in whole or in part or to otherwise seek 
redress against City. Tenant waives any rights now or hereafter conferred upon it by any existing or 
futUre requirement to terminate this Lease, to receive any abatement, diminution, reduction or suspension 
of payment of Rent, or to· compel City to make any repairs to comply with any such requirement, on· 
account of any such occunence or situation. · 

9.4 Tenant's Pest Management Obligations. Tenant shall, at all tin1es during the Term of the. 
Lease and at Tenant's sole· cost and expense, keep the Premises and every part thereof in a clean and 
sanitary condition, including having a pest control program in place in accordance to the Airpmi's 
stm1dards. Tenant shall contract with the Airpmi to provide pest control services and shall pay a monthly 
Pest Control Services Fee for .such services. The Pest Control Sei'vices Fee may be adjusted from time to 
thne at the sole discretion of the Director. Tenant must adhere to the following set of standm·ds in · 
accordance with the· City and County of San Francisco (CCSF) Environment Code, Chapter 3, including 
but not limited to the following: · 

(a) Using pesticides on the CCSF allowed list only when application is made on City 
property, i.e. SFO. 

(b) Any pesticide exemption must be granted by the San Francisco Department of 
Environment before using non-approved pesticides. 
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(c) A11 posting requirements regarding pesticide application must be adhered to prior 
to use. 

(d) Pesticide use reports shall be made to Airport JPM (Integrated Pest Management) 
staffbythe lOth ofthe month following application.· 

10. SIGNS AND ADVERTISING. 

·10.1 Signs and Advertising. Tenant may, at its own expense, install and operate necessary and 
appropriate identification signs on the Premises, subject to the approval of Director ari.d the requirements 
of the TI Guide, including but not limited to, the approval of the number, size, height, location, color and 

· general type and design. Such approval shall be subject to revocation by Director at any time. Without 
express written consent of Director, Tenant shall not display any advertising, promotional, or 
informational pa_mphlets, circulars, brochures or similar materials. 

' . . 

·10.2 Prohibition ofTobac~o Adve1tis:ing. Tenant ~ckno~ledges and agrees that no advertis:ing 
of cigarettes or tobacco products is allowed on the Premises. This advertising prohibition includes the 
placement of the name of a company producing, selling or distributing cigarettes or tobacco products or. 
the name of any cigarette or tobacco product in any promotion of any event or product. This advertising 
prohibition does not apply to any advertisement sponsored by a state, local, nonprofit or other entity 
designed to. (i) communicate the health hazards of cigarettes and tobacco produCts, or (ii) encomage 
people not to smoke or to· stop smoking. 

10.3 Prohibition of Aicoholic Beverage Advertising. Tenant acknowledges and agrees that no 
advertising of alcoholic beverages is allowed on the Premises. For purposes ofthis Section, ~'alCoholic 
beverage" shall be defined as· set forth in California Business and Professions Code Section 23 004, and 
shall not include cleaning solutions, medical supplies and other products and substances not intended for 
drinking. This advertising prohibition includes the placement of the. name of a company producing, 
selling or distributing alcoholic beverages or the name of any alcoholic beverage in any promotion of any 
event or product. This advertising prohibition does not apply to any advertisement sponsored by a state, 
local, nonprofit or other entity designed to (i) communicate the health hazards· of alcoholic beverages, (ii) 
encourage people not to drink alcohol or to stop drinking alcohol, or (iii) provide or publicize drug or 
alcohol treatment or rehabilitation services. 

11. .PROMOTIONAL PROGRAM 

City, at City's election, may conduct, or cause to be conducted, advertis.ing, promotional and 
public relations program for the general purpose of promoting the name and identity of the Airport and 
the concession business conducted in the Airpmt .. If City elects to do so, City will determine in its sole 
discretion the composition and manner of implementation of that program, and Tenant must participate in 
promotions, adve1tising and public relations, and cause its store manager to attend promotional program 
meetings. rn· such event, from and after the Rent Commencement Date (but prorated for any partial 
month), Tenant must pay to City, as a contribution to the cost of the promotional program, the 
Promotional Charge, :in advance on the first (1st) day of each month during the Term. 

12. WAIVER; iNDE:MNITY; INSURANCE 

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

---- --- ----
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foreseen or unforeseen, that may ru:ise on account of or in any way connected with (a)the physical or 
enviromnental condition of the Premises or any law or regulation applicable thereto,· (b) any damage that 
may be suffered or sustained by Tenant or any pers·on whosoever may at any time be using or occupying 
or visiting the Premises, or in or about the Airport, or (c) any act or omission (whether negligent, non
negligent or otherwise) of Tenant or any Tenant Entity, whether or not such Losses shall be caused in pmi 
by any act, omission or negligence of any of City, Commission, its members, or any officers,. agents, and 
employees of each of them, and their successors and assigns (each, a "City Entity"), except if caused.by 
the sole gross negligence or willful misconduct of City. In connection with the foregoing waiver, Tenant. 
expressly waives the benefit of Section 1542 of the California Civil Code, which provides as follows: "A 
GENERAL RELEASE DOES NOT EXTEND TO CLAJJv[S WHICH THE CREDITOR DOES NOT 
KJ.\rOW OR EXPECT TO EXIST IN IDS OR HER FA VORA t THE TIME OF EXECUTING THE 
RELEASE, WHICH IF KNOWN TO HIM OR HER MUST HAVE MATERIALLY AFFECrED IDS 
OR HER SETTLEMENT WITH THE DEBTOR." 

12.2 Indemnity. In addition to, and not in limitati9n of the foregoing, Tenant shall forever 
· indemnify, defend, hold and save City and each City Entity free and harmless of, from and ~gainst any 

and all Losses caused in whole or in patt by or arising out of (a) any act or omission of Tenant or any 
Tenant Entity, including Tenant's contractors and/or agents, (b) Tenant's use of the Premises or 
operations at the Airpmi, or (c) any default by Tenant oi' any T:';nant Entity hereunder, whether or not 
Losses shall be caused in pmt by any act, omission or negligence of City or any CitY Entity. The 
foregoing indemnity shall not extend to any Loss caused by the sole gross negligence or willful · 
misconduct of City. 

12.3 Losses. For purposes hereof"Losses" shall mean any and all losses, liabilities, judgments, 
stlits, claims, damages, costs-and expenses (including reasonable attorneys' fees, investigation. costs, 
remediation costs, and court costs), of any kind or nature. 

,12.4 Immediate Obligation to Defend. Tenant specifically acknowledges that it has an 
immediate.and h:ciependent obligation to defend City or the City Entity from any claim whi9h is actually 
or potentially within the scope of the indemnity provision of this Section 12 or any other inde1miity 
provision under this Lease, even if such allegation is· or may be groundless, fraudulent or false, and such 
obligation arises at the time such claim is tendered to Tenant and continues ?-tall times thereafter. 

12.5 Notice. Without limiting the foregoing waiver and indemnity, each patty hereto shall give 
to the other proni.pt and timely written notice of m1y Loss coming to its knowledge which in any way, 
directly or indirectly; contingently or otherwise, affects or might affect either, and each shall have the 
right to pmticipate in ~he ·defense of the smne to the extent of its own interest. 

12.6 Insurance, Tenant shall procure and maintain during the Term the following insuxance: 

(a) Workers' Compensation Insurance with Employer's Liability limits not less than 
$1,000,000 each accident. · 

(b) Commercial General Liability In.sttrat1ce with limits not less than $1,000,000 e11-ch 
occtmence Combined Single Limit for Bodily Injury and Property Drunage, including Contractual· 
Liability, Personal tnjmy, Products Liability and Completed Operations Coverages. 

(c) Commm:cial Automobile Liability Insurance with limits not less than $2,000,000 
each o9cunence Combined Single Limit for Bodily Injury and Property Dmnage, including owned, . 

. non-owned, and hired auto coverages. · · 
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(d) Property Insurance on all causes of loss-special form covering all Premises tenarit 
improvements~ fixtures, and equipment insuring against the perils of fire, lightning, extended coverage 

.Perils, vandalism and malicious mischief in the demised premises in an amount equal to the full 
replacement value of tenant improvements, fixtures and equipment. 

· (e) Business Interruption Insurance insuring that the Base Rent will be paid to City for 
a period of at leas~ one (1) year if Tenant is unable to operate its business at the Premises. Said 
insurance shall also cover business interruptions due to failures or interruptions in telecommunications 
services, strikes, employee lockouts, riots, or other civil collimation. To calculate Base Rent during any 
such interruption of business,. the Gross Revenues for the 12-month period immediately preceding the 
incident causing the business interruption shall be used. · 

12.7 Form of Policies. Before commencing the Initial Improvements or other operations under 
this Lease, Tenant shall fumish to City ce1tificates of insurance and additional insured policy 
endorsements with insurers with ratings comparable to A-, VIII or higher, that are authorized to do 

. business in the State of Callfomia, and that are satisfactory to City in form evidencing all coverages set 
forth ab.ove. Approval ofthe insurance by City shall not relieve or decrease Tenant's liabilitY hereunder. 
City may, upon reasonable notice and reasonable grounds increase or change the required insurance 
hereunder, in which event Tei.lant shall obtain such required insurance. Without limiting the·generalit<; of 
the foregoing, all Conimei·cial General. Liability Insurance and Commercial Automobile Liability 
Insurance policies shall be endorsed to provide the following: 

(a) Name as additional insured the City and County of San Francisco, the Airport 
Commission and its members, and all of the officers, agents, and employees of each ofthem 
(collectively, "Additional Insureds~'); 

(b) That such policies are primary insurance to any other insurance available to the 
Additional Insureds, with respect to any claims ~rising out of this Lease, and that insurance applies 
separately to each insured against whom claim is made or suit is brought. 

(c) The insurance company shall give thirty (3 0) days prior written notice to the City 
for cancellation, non-renewal, or reduction in scope of limits or cqverage, except for 10 days prior 
written notice of cancellation for nonpayment of premiums. 

12.8 · Subrogation. Notwithstanding anything to the contrary herein, Tenant waives any right of 
recovery against City for any loss or damage to the extent the "Same is required to be covered by Tenant's 
insurance hereunder. Tenant shall obtain from its insurer a wa!ver of subrogation the insurer may haye 
against City or any City. Entity in connection with any Loss covered by Tenant's property insurance and 
worker's compensation insurance policies. · 

13. DEPOSIT. 

13.1 Fonn of D®posit. On or before the date specified by the Director, Tenant will deliver to 
Director, at City's Deposit/Annual Report Notice Address, a security deposit (the "Deposit") in the 
Deposit Amount. Such Deposit shall be in the form of (a) a surety bond payable to City, naming City as 
obligee, in the form attached as Exhibit-C-1, and otherwise in fmm satisfactory to City's City Attorney, 
and issued by a surety company satisfactory to Director, or .a (b) letter of credit naming City as · 
beneficiary, in the form attached as Exhibit C-2, and otherwise in form satisfactory to City's City 
Attomey; issued by a bank satisfactory to Director. Notwithstanding the foregoing, as may be provided in 
the Airport Commission Policy on Concession Deposits (Resolution No. 04-0153, August 3, 2004) as the 
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same may be· 1;1.mended from time to time; Tenant shall be permitted to submit as th.e Deposit alternative 
· fotms of deposit as specified therein. S,uch Deposit shall be kept in full force and effect during the Term 

to ensure the faithful perfmmance by· Tenant of all covenants, terms, and conditions of this Lease, 
including payment of Rent. The sum designated as the "Deposit" l.s and will remain the s.ole and separate 
property of City until actually repaid to Tenant (or at City's option, the last assignee (if any) of Tenant's 
interest hereunder), said sum not being eamed by Tenant until all provisions precedent for its payment to 
Tenant have been fulfilled. For Deposits in the form of a bond or letter of cre~it, Tenant shall cause the 
surety company or bank issuing such bond or letter of credit to give Director notice in writing by 
registered mail· at least forty-five ( 45) days prior to the .expiration date of such bond or letter of credit of 
its intention·not to t:enew said bond or letter of credit. 

13 .2 Maintenance of Depos1t. Tenant shall cause the Deposit to be increased on January 1st 
following the fourth full Lease Year to an amount equal to one-half (1/2) of the adjusted MAG,· all at 
Tenant's cost, except that during any holdover period, the Deposit Amount shall equal one-half (1/2) of 
Tenant's. previous 12 months' Rent. Tenan~ shall cause the bond or letter of credit to be kept in full :force 
and effect during the Tetm and any holdover period to.ensure the faithful performance by Tenant of all 
covenants, tetms, and conditions of this J;,ease~ including payment of Rent. If and to the extent City 
accepts .a Deposit wh!ch has an expiration date or cancellation/termination provision, Tenant shall cause 
the surety company or bank issuing s.uch'bond or letter of credit to give Director notice in writing by 
registered mail at least forty-five (45) days prior to the expiration date of such bond or letter of credit of 
its intention not to renew or to cancel or tetm:iriate said bond or'letter of credit. Tenant shall cause such 
bond or lett~r of credit to be ret~ewed, exte;n,ded, or replaced, at Tenant's sole cost, at least thirty (3 0) days 
before the expiration date or cancellation date of the bond or letter of credit, with anether bond or letter of 
credit that complies with the requirements herein. If Tenant fails to. do so, City may, without notice to 
Tenant, draw on the entirety of the Deposit and hold the proceeds the;reof as security hereunder. Tenant 
shall cause all notices to be given: to City under this Section 13 to be given to City at City's 
Deposit/ Aimual Report Notice Addtess. . · 

13.3 Use of Deposit. If Tenant fails to pay Rent or otherwise defaults with respect to ~ny 
provision of this Lease, City may lise, apply or retain all or any portion of the Deposit for the payment of 
Rent or other charge in default ot fqr.the payment of any other sum to which City may become obligated 
by reason of Tenant's default or to compensate City for any loss or damage which City may suffer 
thereby. If City so uses or applies all or any' portion ofthe Deposit, Tenant, within ten (1 0) days aftm: 
request therefore, shall deposit other security acceptable to Director with City in an amount sufficient to 
restore the Deposit to the full amount thereof, and Tenant's failure to do so shall be a. breach of this Lease. 
City shall not be required to keep the Deposit or any proceeds thereof, as applicable, separate from its 
general accounts. Any proceeds of the Deposit is and will remain the sole and separate property of City 
until actually repaid to Tenant, said suin not being eamed by Tenant until all provisions precedent for its 
payment to Tenant have. been fulfilled. If Tenant performs all of Tenant's obligations hereunder, the 
Deposit, m· the proceeds thereof, or so much thereof as has not theretofore been applied by City, shall be 
returned, without payment of interest or other increment for its use, to Tenant (or, at City's option, to the 
last assignee, if any, of Tenant's interest hereunder) within sixty (60) days after the expiration of the 
Tmm, and aft;er Tenant has vacated the Premises. No tmstrelationship is created herein between. City and 
Tenant with respect to the Deposit or any proceeds thereof. :renant waives to the fullest extent pe1mitted 
by law the provisions ofCalifomia Civil Code Section 1950.7 or other similar laws, which provide that a 
landlord may claim from a securitY deposit only those sums reasonably necessary to remedy a default in 
the payment of rent, to repair damage caused by a tenant, or to clean the premises. . · 

13 .4 Other Agreements. If Tenant defaults with respect to any provision of any other 
agreement between City and Tenant, including the Other Agreements, City may use, apply or retain all or 
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any portion of the Deposit for payment of any sum owing to City or to which City may become obligated 
by reason ofTenant's default or to compensate City for any loss or damage which City may suffer 
thereby. Likewise, if Tenant defaults with r~spect to any provision utider this Lease, City may use, apply, 
or retain all or any portion of any deposit provided under any other agreement between City and Tenant, 
including the Other Agreements, for payment of any sum owing to City or to which City may become 

. obligated by reason of Tenant's default or to compensate City for any loss or damage which City may 
suffer thereby. In the event the Deposit or any other deposit is so used, Tenant shall deposit other security 
acceptable to Director with City in an amount sufficient to restore the Deposit to the full amount thereof. 

14. DAMAGE OR DESTRUCTION 

14.1 Partial Destruction of Premises. 

(a) . In the event the improvements on the Premises are damaged by any casualty which 
is required· to be insured against pursuant to this Lease, then Tenant shall repair such damage as soon as 
reasonably possible, at its own cost, and this Lease shall continue in full force and effect. · 

(b) In the event such improvements are damaged by.any casualty not covered under an 
insurance policy required to be maintau1cd pursuant to this Lease, then City may, at City's option, 
either 

· (i) repair such damage as soon as reasonably possible at City's expense, m which event this Lease shall 
continue in full force and effect, or (ii) give written notice to Tenant within sixty ( 60) days after the date 
of occunence of such damage of City's intention to te1minate this Lease. Such te1mination shall be 
effective as of the date specified in such notice. 

(c) Notwithstanding the foregoing, if such damage· is caused by an act or omission to 
act of Tenant or a Tenant Entity, then Tenant shall repair such damage, promptly at its sole cost and 
expense. 

(d) In the event City elects to terminate this Lease pursu~nt to this Section 14.1, Tenant 
shall have the right within ten (10) days after receipt of the required notice to notify City of Tenant's 
intention to·repair such damage at Tenant's expense, without reimbursement from City, in which event 
this Lease shall continue in full force and effect and Tenant shall proceed to make such repairs as soon 
as reasonably possible. If Tenant does not give such notice within the ten (1 0) day period, this Lease 
shall be.terminated.as of the date specified in City's notice. City shall not be required to repau· any 
injury or damage by fire or other cause, or to make any restoration or replacement of any paneling, 
decorations, office fixtures, partitions, railings, ceilings, floor covering, equipment, machinery or 
fixtures or any other improvements or prop;erty installed in the Premises by Tenant or at the direct or 
indirect expense of Tenant. Tenant shall be required to restore or replace same in the event of damage. 

14.2 Total Destruction of Premises. If the .improvements on the Premises are totally destroyed 
during the Tenn from any cause whether or not covered by the-insurance 1;equired herein (including any 

· destruction required by any authorized public authority), this Lease shall automatically tenninate as of the 
date. of such total destruction. 

14.3 Partial Destruction ofTenninal Building. If fifty percent (50%) or more of the Terminal 
Building shall be damaged or destroyed by an insured risk, or if fifteen percent (15%) or more ofthe 
Te1minal Building shall be damaged or destroyed by an uninsured risk, notwithstanding that the Premises 
may be unaffected therepy, each of City and Tenant may elect to terminate this Lease by giving notice to 
the other within ninety (90) days from the date of occunence of such damage or destruction, in which 
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·event the Term ofthis Lease shall expire on a mutually agreed upon date and Tenant shall thereupon 
surrender the Premises to City as required hereunder. 

14.4 Damage Near End of the Term. If during the last yeai" ofthe Term the improvements on 
the Premises are partially destroyed or damaged, City may at City's option tenninate this Lease as of the . 

. date of occu:rrence of such damage by giving written notice to Tenant of City's ~lection to do so within 
thirty (3 0) days after the date of occmtenc~ of such damage. In the event City elects to terminate this 
Lease pursuant hereto, Tenant shall have the right within ten (1 0) days after receipt of the required notice 
to notify CitY in writing of Tenant's intention to repair such damage ·at Tenant's expense, without 
reimbursement fi'om City, in whlch event' this Lease shall continue in full force and effect and Tenant 
shall proceed to make such repairs as soon as reasonably possible. 

14.5 No Abatement ofRent; Tenant's Remedies. 
I . 

. (a) If the Premises are partially destroyed or damaged, Tenant shall have no clairn 
against City for any damage suffered by reason of any such damage, destmction, repair or restoration. 
Ten~nt waives Califomia Civil Code Sections 1932(2) and 1933(4) providing for tennination of hiring 
upon destruction of the thing hired. · · 

(b) In no event will Tenant be entttled to an abatement of Rent resulting from any 
damage, destruction, repai.r, or restoration described herein. 

. . 
15. DEFAULT; REMEDIES 

15) Event of Default The occurrence of any one or more of the following events shall 
constitute a breach of this Lease and an "Event of Default" hereunder:· 

. (a) Tenant shall fail duly and punctually to pay Rent, or to make any other payment 
required hereunder, whEm .due to City, and such failure ~hall continue beyond the date specified in a 
written notice ofsuclr default from Director, which date shall be no earlier than the third (3rd) day after 
tl1e effectiv:e date of such notice. Notwithstanding the foregoing, in the event there occurs two (2) 
defaults in the payment of Rent or other payment during the Term, thereafter Tenant shall not be 
entitled to, and City shall have no obligation to give, notice of any further defaults in tlie payment of 
Rent or other payment. In such event, there shall be deemed to QCCUt an Event of Default hmnediately 
upon Tenant's failure to duly and punctually pay Rent or other payment hereunder; or 

(b)· Tenant shall become insolvent, or shall take the benefit of any pres~nt 01: future 
insolvency statute, or shall make a general assignment for the benefit of creditors, or file a voluntru.y 
petition in bankruptcy, or a petition or answer seeking an arrangement for its reorganization, or the 
·readjustment of its indebtedness under the federal banlcruptcy laws, or under any other law or statute of 
the United States or of any state thereof, or consent to the· appointment of a receiver, trustee, o1' 
liquidator of any or. substantially all of its property; or 

· . (c) A petition tmder any pa1t of the federal banla·uptcy laws, or an action under any 
present or futme insolvency law or statute, shall be filed against Tenant and shall nofbe dismissed 
within thirty (3 0) days after the filing thereof; or · 

(d) There shall occur a Transfer without the prior approval of the City; or 

(e) Tenru.1t shall voluntarily abandon, desert or vacate tb.e Premises; or 
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. (f) Any lien shall be filed against the Premises as a result of any act or omission of 
Tenant, and shall not be discharger;l or contested by Tenant in good faith by proper legal proceedings 
within twenty (20) days after receipt of notice thereof by Tenant; or · 

(g) Tenant shall fail to provide, maintain, increase, or replace, the Deposit as required 
herein; or 

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

(i) Tenant shall fail to keep, perform and observe each and every other promise, 
covenant and agreement set forth in this Lease, and such failure shall continue for a period of more than 

·three (3) ·days after delive1y by Director ofa written notice of such failure (the "First Notice"); or if 
satisfaction of such obligation requires activity·over a period of time, if Tenant fails to commence the 
cure of such failure within :furee (3) days after receipt of the First Notice, or thereafter fails to diligently 
prosecute such cure, or fails to actually cause such cure within one hundre.d twerity (120) days after the 
giving of the First Notice; or · · · · 

(j) .Tenant shaH use or give its permission to any person to use any portion of Airport 
or the Terminal Buildings used by Tenant under this Lease for any illegal purpose, or any purpose not 
·approved by Director; or . 

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

15.2 StatutmyNotices. NotWithstanding anything to the contrary in this Section 15, any 
written notice, other than as specifically set forth in this Section 15, required by any st"atute or law now or 
hereafter in force is hereby waived by Tenant to the fullest extent available under law. Any notice given 
by City pursuant to Section 15.1 may be the notice required or permitted pursuant to Section 1161 et seq. 
of the California Code of Civil Procedure or successor statutes, arid the provisions of this Lease will not 
require the giving of a notice in addition tc:i the statutmy notice to terminate this Lease and Tenant's right 
to possession ofthe Premises. The periods specified in Section 15.1 within which Tenant is permitted to 
cure any default following notice ftom City will run concunently with any cure period provided by 
applicable laws. 

15.3 Remedies. Upon the occurrence and during the continuance of an Event of Default, City 
shall have .the following 1'ights and remedies in addition to all other rights and remedies available to City 

· at law or in equity: · 

(a) City shall have the rights and remedies provided by Califomia Civil Code. 
Section 1951.2 (damages on termination for breach), including the right to terminate Tenant's right to 
possessio:p. of the Premises. In the event this Lease is so terminated, City may recover from Tenant the 
following damages: · 

(j) The· ''worth at the time of the award" of the unpaid Rent earned to the 
time of termination hereunder; 
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(ii) · The "worth at the time of the award" ofthe amoWlt by which the 
unpaid Rent which would have been eamed after tennination until the. 
time of award exceeds the amount of such rental loss that Tenant proves 
could be reasonably avoided; 

(iii). The "worth at the time of the award" of the amount by which the 
unpaid Rent for the balance of the Tenn after the time of award exceeds 
the amount of such rental loss that Tenant proves could be reasonably 
avoided; and 

(iv) Any' other amount micessaty to compensate City for aJl the,detriment 
proximately caused by Tenant's failure to p'erfonn its obligations under 
this Lease or which in the ordina1y course of things would be likely to 
result therefrom. 

For purposes of the foregoing, the "worth at the time of award" of the atnounts refened 
to in clauses (i) and (ii) above is computed by allowing interest at the'lowet: of 18% per annum and the 
highest rate legally pennitted under applicable law. The "worth at the time of award" of the amount 
referred to in clause (iii) above is computed by discountb.).g such amount at the discount rate ofthe 

· Federal Reserve Bank of San Francisco at the time of award plus 1% (one percent). Notwithstanding any 
other provisions hereof, any effmts by City to mitigate damages caused by Tenant's breach of this .Lease 
shall not constitute a waiver of City's right to recover damages hereunder and shall not affect the right of 
City 'to mcte:tn::iiifiGahon 'j)uisiiai:ifto the provfsioii.s of Section 'f2 [W'ruv·e:r;· lrictenmfty; l:nsurance] hereof. 
For purposes of calculating City's damages comprising Base Rent based on Gross Revenues,. that atnount ·· 
will be computed by dete1mining the highest Base Rent accruing .in any Lease Year during the . 
immediately preceding three Lease Years or such shatter period if the Term prior to te1mination was less 
than three Lease Years. Tenant agrees that Tenant's obligations under this Lease, including the payment 

. of Base Rent, m·e independent covenants· and are not conditioned on the covenants or warranties of City. 

(b) City si1all have the right and remedy described in Califomia Civil Code 
Section 1951.4. City rimy elect not to terminate this Lease and let this Lease co:ptinue, in which case 
City may enforce all its rights and remedies under this Lease, including the right to recover Rent as it. 
becomes due under this Lease·. Acts of maintenance or preservation or effmts to relet the Premises or 
the appo.intment of a receiver upon the 'initiative of City to protect City's interest under this Lease shall 
not constitute a tennination ofTena11t>srightto possession. · 

(c) City shall have the right and power, as attorney in fact for Tenant, to enter and to 
sublet the Premises, to collect rents from all subtenants and to provide or anange for the provision of all 
services and fulfill all obligations of Tenant (as permitted .in accordance with the tenris of this Lease) 
and City is hereby authorized on behalf of Tenant, but shall have absolutely no obligation, to provide 
such services and fulfill such obligations and to .incur all such expenses and costs as City deems 
necessary in cmmection therewith. Tenant shall be liable immediately to City for all costs and expenses 
City incurs. in collecting such rents and atTanging for or providing such services ·or fulfilling such 
obligations. City is hereby authorized, but not obligated, to relet the Premises or any palt thereof on 
behalf of Tenant, to incur such expenqes a:;; may be 11.ecessaty to effect a relet and malce said relet for 
such tenn or te1ms, upon such conditions and at such rental as City in its sole discretion may deem 
proper. Tenant shall be liable immediately to City for all reasonable costs City incms inreletting the 
Premises required by the reletting, and other costs. If City relets the Premises or any portion thereof, 
such relett.ing shall not relieve Tenant of any obligation hereunder, except that City shall apply the rent 
or either proceeds actually collect~d by it as a result of such reletting against any amounts due from 
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Tenant hereunder to the extent that such rent or other proceeds compensate City for the no:p_pe1formance 
ofany obligation of Tenant hereunder. Such payments by Tenant shall he due at such times as are 
provided elsewhere in this Lease, and City ne~d not wait until the termination of this Lease, by 
expiration of the Term hereof or otherwise, to recover them by legal action or in any other manner. 
City rriay execute any lease made pursuant hereto in its own name, and the lessee thereunder shall be 
under no obligation to see to the application by City.of any rent or other proceeds, nor shall Tenant have 
any right to collect any such rent 6r other proceeds. City shall not by any reentry or other act be 
deemed to have accepted any sunender by Tenant of the Premises or Tenant's interest therein, or be 
deemed to have otherwise terminated this Lease, or to have relieved Tenant of any obligation 
hereunder, unless City shall have given Tenant express written notice of City's election to do so as set 
f01th herein. 

(d) City shall have the right to have a receiver appointed upon application by City to 
take possession of the Premises and to collect the rents or profits therefrom and to exercise all other 
rights and remedies pursuant to this Section 15.3. . . . 

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

(f). City may elect to terminate any other agreement between Tenant and City, . . 
. including the Other Agreements, if any. · 

15.4 City's Right to Perform. All agreements and provisions to be performed by renant under 
any of the tenns of this Lease shall be at its sole cost and expense and without any abatement of Rent. If 
Tenant shall fail to make any payment or perform any act on its pmtto be performed hereunder and such 
failure shall continue for ten (1 0) .days after notice thereof by City, City may, but shall not be obligated to 
do so, and without waiving or releasing Tenant fi:om any obligations of Tenant, make any such payment 
or pe1fonn any such other act on Tenant's pmt to be made or performed as provided in this Lease. All 
sums so paid by City and all necessary incidental costs shall be deemed additional rent hereunder and 
shall be payable to City on demand, and City shall have (in addition to any other right or remedy of City) 

. the same rights and remedies in the event of the nonpayment thereofby Tenant as in the case of default by 
Tenant in the payment of Rent. 

15 .. 5 Rights Related to Tennination. In the event of any termination based on any breach of the 
covenants, terms and conditions contained in this Lease, City shall have the option at once and without 
further notice to Tenant to enter upon the Premises and take exclusive possession of same. City may 
remove or store any personal property located therein, at the sole cost and expense of Tenant without City 
being liable to Tenant for damage or loss thereby sustained. by Tenant. Upon such termination by City, all 
rights, powers and privileges of Tenant hereunder shall cease, and Tenant shali immediately vacate any 
space occupied by it under this Lease, .and Tenant shall have no claim of any kind whatsoever against 
City or any City Entity by reason ofsuch termination, or by reason of any act by City or any City Entity 
incidental or related thereto. In the event of the exercise by City of such option to terminate, Tenant shall 

· hav,e no right to or claim upon any improvements or the value thereof, which may have been previously 
installed by Tenant in or on the Premises. 

15.6 Cumulative Rights. The exercise by City of any remedy provided in this Lease shall be 
cumulative and shall in no way affect any other remedy available to City under law or equity. 
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15.7 Prepayment. As provided in Section 4.12 [Prepay Rent], if Tenant defaults in the payment 
of Rent, City may require prepayment of Rent. Such right sb,all be in addition to and not in lieu of any 
and all other rights hereunder, ot at law or in equity. 

15.8 Fines. If Tenant defaults under any of the Lease tenns specified below, Director may elect 
to impose the :fines described below on the basis of per violation per day: 

Violation 

Violation ofPremises Clause 

Violation ofUse Section 

Failure to open Facility by the Rent Cominencement bate 

Failure to cause operations or Premises to comply with Laws 

' Failure to submit requh:ed documents and repmts, including Sales 
Reports and Annual Reports · 

ConsiJ:uction or Alterations without City approval 

Failure to submit any as-built drawings on a timely basis 

Failure to obtain DRC and BICE approval 30 days prior to 
Commencement Date 

Failure to build to DRC approved plans 
' . 
Failure to make required repairs 

Unauthorizeci advertising or signage 

Failure to obtain!m~intain insurance 

Failure to obtain or maintain Deposit 

· Failure to abide by any other tenn in this Lease 

Section Fine. 

1 $300 

3 $300 

2.3 $500 

3.13 $300 

4 $100 

7 $500 

7.1 $500 

7.2 $250 

7.3 $250 

9 $300 

10 $100 

12 $300 

13 $300 

$300 

Director's right to impose the foregoing Fines shall bein addition to and not in lieu of any and all 
other rights hereunder, in the Airport Rules, or at law or in equity. City shall have no obligation to Tenant 
to impose Fines on or othetwise take action against any ,other tenant at the Airpmt. Such Fines shall 
constitute Additional Rent. · 

15.9 City Lien. Tenant hereby grants to City a lien upon and security interest in all fixtures, 
chattels and personal property of every kind now or herearter to be placed or installed in o1· on the 
Premises, and agrees that in the event of any default on the part of Tenant City has all the rights and . 
renl.edies afforded the secured patty by the chapter on "Default" of the Uniform Commercial Code in the 
state wherein the Premises are located on the date of this Lease and may, in connection therewith, also (a) 
enter on the Premises to assemble and take possession pfthe collateral, (b) require Tenant to assemble the 
collateral and make its possession available to the City at the Premises, (c) enter the Premises; render the 
collateral, if eqiupment, unusable and dispose of it in a manner provided by the Unifonn Commercial 
Code on the Premises. Tenant agrees to execute such instmments as City may request to perfect such lien, 
and designates also Director his attorney-in-fact for purposes of executing such documents. 
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15.10 Commencement of Legal Actions. Any legal action by City to enforce any obligation of 
Tenant or in the pursuit of any remedy hereunder shall be deemed timely filed if cormnenced at any time 
prior to one (1) year after the expiration- or tmmination of the Term hereof or prior to the expiration ofthe 
statutory limitation period that would be applicable except for this Section 15.1 0, whichever period 
expires later. · 

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

16. SURRENDER 

Tenant shall· at thy end of the Term surrender to City the Premises in "broom clean" condition 
with all Alterations, additions and improvements thereto in the sam~ condition as when received, ordinary 
wear and tear and damage by fire, earthquake, act of God, or the elements excepted. Tenant shall abide 
by the vacating instructions in the Tenant Improvement Gu1de and shall remove all trade dress, sign age 
inserts, equipment and furnishings not pe1manently affixed to the base building or chattels. Additionally, 
Tenant shall be responsible for ensuring that its telecommunications c.ables and all other low voltage. 
special systems cables are capped off and service discontinued. If Tenant utilized a hood, grease 
receptacle, or grease interceptor ·in the operation of its business, all items must be professionally cleaned 
with a receipt for same submitted to City. Subject to City's right to require removal pursuant to Section 7 
[Investments; Alterations] hereof, all Alterations and improvements instal1ed in the Premises by Tenant 
(other than Tenant?s trade fixtures), shall, without compensation to Tenant, then become City's property 
free and clear of all claims to 01: against them by Tenant or any third person . .In the event that Tenant 
shall fail to remove its personal property, including trade fixtures, on or before the Expiration Date,_ such 
personal property shall become City's propelty free and clear of all claims to or against them by Tenant or 
any third person. Ill such event, City shall not be responsible for any Losses related to such personal 
pToperty, and City may sell or othet;wise dispose of such personal property. If any of the surrender 
requirements of this Sectimi are not met, City may at its sole discretion deduct reasonable costs for the 
work from the Tenant's Deposit. · · 

17.. HAZARDOUS MATERIALS 

17.1 Defmitions. As used herein, the following terms shall have the meanings hereinafter set 
forth: 

(a). "Environmental Laws" shall mean any federal, state, local or administrative law, 
rule, regulation, order or "requirement relating to industrial hygiene, environmental conditions or 
Hazardous Materials, whether now in effect or hereafter adopted, including the Comprehensive 
Environmental Response, Compensation and Liability Act of 1980, as amended (42 U.S.C. Sections 
9601, et seq.), the Resources Conservation and Recovery Act ofl976 (42 U.S.C. Section 9601, et seq.), 
the Clean Water Act (33 U.S.C. Section 1251, et seq.), the Safe Drinking Water Act (14 U.S.C. 
Sectiqn 401, et seq.), the Hazardous Materials Transportation Act (49 U.S.C. Section 1801, et seq.), the 
Toxic Substance Control Act (15 U.S.C. Section 2601, et seq.), the California Hazardous Waste Control 

· Law (California Health and Safety Code Secti~n 25100," et seq.), the Porter-Cologne Water Quality 
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Control Act (California Water Code Section 13000, et seq.), and the Safe Drinking Water and Toxic 
Enforcement Act of 1986 (California Health and Safety Code Section 25249.5, et seq.) 

(b) "Hazardous Material'' shall mean ·any material that, because of its quantity, 
concentration or physical or chemical characteristics·, is deemed by any federal, state or local 
gqvemmental authority to pose a p1:esent or potential hazard to human health or safety or to the 

. environment "Hazardous Material" includes, without limitation, any material or substance defined as a 
"hazardous substance," or "pollutant" or "contaminant'' pursuant to any Environmental Law; any · 
asbestos and asbestos containing materials; petroleum, including crude oil m· any fraction thereof, 
natural gas oi··natural gas liquids; and any materials listed inthe Aiq~od's TI Guide. 

. . 
(c) "Release" whe11 used with respect to Hazardous Material shall include any actual 

or imminent' spilling, leaking, pumping, pouring, emitting, emp.tying, discharging, injecting, escaping, 
leaching,' dumping, or disposing into or inside the Building, or in, on, under or about the Property .. 

(d) "Pre-Existing Condition" means the existence of any Hazardous Materials on the . 
Premises immediately prior to the Commencement Date. · 

17.2 Tenant's Covenants. 

(a) Neither Tenant nor any Tenant Entity shall cause any Hazardous Material to be 
brought upon, kept, used, stored, generated or disposed of in, on or about the Premi~es or the Airpmt, or 
transpmted to or from the Premises or the Airport; provided that Tenant may use such substances as are 
customarily used in retail sales so. long as such use is in compliance with·aii applicable Environmental 
Laws and the'Airpmt's TI Guide. 

(b) Tenant shall handle Hazardous Materials discovered or :introduced on fue Premises 
during the Term in compliance with all.Environmental Laws and the Airport's n Guide. Tenant shall 
prote:ct its employees and the general public in accordance with all Environmental Laws. 

. . 

(c) In the event Tenant becomes aware of the actual or possible Release of Hazardous 
Materials on the Premises or elsewhere on the Airport, Tenant shall promptly give notice of the same to 
City. Without limiting the generality of the foregoing, Tenant shall give notice to City of any of the 
following: (i) notice of a Release of Hazardous Materials given by Tenant, any subtenant, or other 
occupant to any governmental or regulatmy agencyi (ii) notice of a violation or potential or alleged 
violation of any Environmental Law received by Tenant, any subtenant, otqer ocm~pant on the Premises 
from any governmental or regulatory agency; (iii) any inquiry, investigation, enforcement, cleanup, 
removal, other action that is institUted or threatened by·a government or regulatory agency; (iv) any 
claim that is instituted or threatened by a third party against Tenant, any subtenant, or other occupant on 
the Premises that relates to Hazardous Materials; and (v) any notice of termination, expiration, or 
material amendment to any environmental operating permit or license necessary for the use of the 
Premises. 

(d) Any items containing Hazardous .Materials in use by Tenant, which are customarily 
used in retail, must be disposed of in a manner consistent with all applicable Environmental Laws. . 

(e) At Director's request, Tenant shall provide infmmation necessary for City to 
confirm that Tenant is complying with the foregoing covenants. 
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17.3 Environmental Indemnity. Tenant shti;ll indemnifY, defend, and hold hannless City from 
and against any and all Losses arising during or after the Term as a result of or arising from: (a) a bre~ch 
by Tenant of its obligations contained in the prece'ding Section 17.2 [Tenant's Covenants], or (b) any 
Release of Hazardous Material from, in, on or about the Premises or the Airpmt caused by the act or 
·omission of Tenant or any Tenant Entity, or (c) the .existence of any Hazardous Materials on the Premises,· 
. except to the extent that Tenant can demonstrate that such Hazardous Materials constitutes a Pre-Existing 
Condition . 

. 17 A Environmental Audit. Upon reasonable notice, Director shall have the right but not the 
obligation tp conduct or cause to be conducted by a fum acceptable to Director, an enviromnental audit or 
any other appropriate investigation ofthe Premises for possible environmental contamination. Such 
investigation may include enviromnental sampling and equipment and facility testing, including the 
testing of secondary contamination. No such testing or investigation shall limit Tenant's obligations . 
hereunder or constitute a release of Tenant's obligations therefor. Tenant shall pay all costs associated 
with said investigation in the event such investigation shall disclose any Hazardous Materials 
contaminatioi1 as to which Tenant is liable hereunder. 

17.5 Closure Pe1mit. Prior to the te1mination or expiration of this Lease, Director shall have · 
· the right to reyuire Tenant to file with the City an application for a Closure Permit for decontamination of. 
the site and investigation and removal of all Hazardous Materials in compliance with the A:irpmt's TI 
·Guide, the Airport Rules, and all Laws. The Closure Permit may require.a plan for long-term care and· 
surveillance of any contamination allowed to remain at the Premises or Airport'property and an 
acknowiedgment ofresponsibility and indemnification for any and all Losses associated with any such 
contamination. Without limiting the foregoing provision, City reserves the right to require Tenant to, and 

· in such event Tenant shall, at Tenant's sole cost and expense, decontaminate the Premises and remove 
any Hazardous Materials discovered during the Term, except those Hazardous Materials which constitute 
Pre-Existing Conditions. Such removal shall be performed to the Director's reasonable satisfaction . 

. 18. EMINENT DOMAIN 

. 18.1 Definitions. For purposes of this Section 18, the following capitalized tmms shall have the 
following meanings: 

(a) "Award" means all compensation, sums or value paid, awarded or received for a 
Taking, whether pursuant to judgment, agreement, settlement or othe1wise. 

(b) "Date of Taking" means the earlier of: (a) the date upon which title to the pmtion 
of the Premises taken passes to and vests in the condemnor, arid (b) the date on which Tenant is· 
dispossessed·· 

(c) "Taking" means a taking or damaging, including severance damage, by eminent 
domain, inverse condemnation or for any public or quasi-public use under applicable Laws. A Taking 
may occur pursuant to the recording of a fli1al order of condemnation, or by voluntary sale or 

· conveyance in lieu·of condemnation or in settlement of a condemnation action. 

18.2 General. If during the Term or during the period between the .execution of this Lease and 
the Commencement Date, any Taking of all or any pa1t of the Premises or any interest in this Lease 
occurs, the rights and obligations of the patties hereunder shall be determined pursuanfto this Sectiot1 18. 
City and Tenant intend that the provisions hereof govern fully in the event of a Taking and accordingly, 
the Parties each hereby waives any right to te1minate this Lease in whole or in part under Sections 
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1265.120 and 1265.130 of the California ~ode of Civil Procedure or under any similar Law now or 
hereafter in effect. 

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

18.4 Partial Taking; Election to Terminate .. 

(a) If a Taking of any portion (but less than all) of the Premises occurs, then this Lease 
shall terminate in its entirety if all of the following exist: (i) the partial Taking renders the remaining 
·portion of the Premises untenantable or unsuitable for continued use by Tenant for the Pennitted Use; 
(ii) the condition rend~ring the Premises untenantable or unsuitable either is not curable or is curable 
but City is ·unwilling or unable to cure such condition; and (iii) City elects to tenn1nate. 

(b) If a partial Taking of a material portion of the Terminal occurs, City shall have the 
right to terminate this Lease in its entirety. 

(c) City's elections to tenninate this Lease pursuant to this Section 18 shall be 
exercised by City's giving notice to Tenant on or before the date that is one hundred tvveniy (120) days 
after the Date of Taking, and thereafter this Lease shall terminate upon on the thirtieth (30th) day after 
such notice is given. · 

18.5 Tenant's Monetary Obligations; Award. Upon termination ofthis Lease pursuant to an 
election under Section 18.4 [Partial Taking; Election to Terminate] a:bove, then; (a) Tenant's obligation to 
pay Base Rent shall continue up until the date oftermination, and thereafter shall cease1 and (b) City shall 
·be entitled to the entire Award in connection therewith (including any pmtion ofthe Award made for the 
value of the leasehold estate created by this Lease), and Tenant shall have no claim against City for the 
value of any unexpired term of this Lease, provided that Tenant may make .a separate claim for 
compensation, and Tenant shall receive any Award made specifically to Tenant, for Tenant's relocation 
expenses or the interruption of or damage to Tenant~s business or damage to Tenant's pers.onal property.· 

18.6 Partial Taking; Continuation of Lease. If a partial Taking of the Premises occurs .and this 
Lease is not terminated in its entirety under Section 18.4 [Partial Taking; Election to Tenninate J above, 

· then this Lease shall terminate as to the pmtion ofthe Premises so taken, but shall remain in full f~rce and 
effect as to the pmiion not taken, and the rights and obligations of't:b.e Parties shall be as follows: (a) the 
Minimum Annual Guar·antee shall be. adjusted by Director to reflect the· Taldng, and (b) City shall be 
entitled to the .. entire Award in connection therewith (including,.but not limited to, any portion of the 
Award made for the value of the leasehold estate created by this Lease). Tenant shall have no claim 
against City for the value of any unexpired Term of this Lease, provided that Tenant may make a separate 
claim for compensation. Tenant shall retain any A, ward made specifically to Tenant for Tenant's 
relocation expenses or the interruption of or damage to Tenan,t's business or damage to Tenant's personal 
property. 

18.7 Temporary Takings. Notwithstanding anything tci contrary in this Section, if a Taking. 
occurs with respect to all or any part of the Premises for a limiteq period of time not in excess of one 
hundred eighty (180) consecutive days, this Lease shall remain unaffected thereby, and Tenant shall 
continue to pay Rent, and to perform all ofthetetms, conditions and covenants ofthis Lease. In the event 
9f such temporary Taking, City shall be entitled to receive any Awar·d. 
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19. CITY AND OTHERGOVERNMENTALPROVISIONS 

.19 .1 MacBride Principles ~ Notthem Ireland. Pursuant to San Francisco Administrative Code 
§ 12.F .5, the City and County of San Francisco urges companies doing· business in Nmthern Ireland to 
move towards resolving employment inequities, and encourages such companies to abide l:Jy the 
MacBride Principles. The City and County of San Francisco urges San Francisco companies to do· 
business with corporations that abide by the MacBride Principles. By signing below, the person 
executing this agreement on behalf of Tenant aclmowledges that he or she has read and understood this 
section. · 

19.2 Chru.ter. The terms of this Lease shall be govemed by and· subjectto the budget and fiscal 
. provisions ofthe Charter of the City and County of San Francisco. 

19.3 Tropical Hardwood and Virgin Redwood Ban. The City and Co1inty of San Francisco 
urges companies not to import, purchase, obtain or use for.any purpose, any tropical hardwood, tropical 
hardwood wood product, virgin redwood or virgin redwood wood product. Except as expressly permitted 
by the application of Sections 802(b) and 803(b) of the San Francisco Environmental Code, Tenant shall 
not provide any items to the construction of.Alterations, or otherwise in the performance of this Lease . 
which arc tropical haTdwoods, tropical hru·dvtood v.rood products, vit:gin redvtood, or virgin redv.rood 
wood products. In the event T~nant fails to comply in good faith with any of the provisions of Chapter 8 
of the San Francisco Environmental Code, Tenant shall be li'able for liquidated damages for each violation 

· in any amount equal to Tenant's net profit on the contract, or five percent (5%)'ofthe total amount of the 
contract dollars, whichever is greater. · · 

19.4 No Representations. Tenant aclmowledges and agrees that neither City' nor any person on 
behalf of City has made, and qty hereby disclaims, ·any representations or wananties, express or implied,· 
regarding the business venture proposed by Tenant at the Airpmt, including any statements relating to the 
potential success or profitability of such venture. Tenant represents and warrants that it has made an 
independent investigation of all aspects of the business venture contemplated by this Lease and the 
Permitted Use. · 

19.5 Effect of City Approvals. Notwiihstanding anything to the contrruy herein, Tenant 
aclmow ledges and agrees that City is entering into this Lease as a landowner, and not as a regulatory 
·agency with police powers. Accordingly, any construction, alterations, or operations contemplated m' 
performed by Tenant hereunder may require further authorizations, approvals, or pennits fi:oin 

· govemmental regulatory agencies, including the Airpmt' s Quality Control Depmtrnent. Nothing in this 
Lease shall limit Tenant's obligation to obtain such other authorizations, approvals, or petmits. No 
inspection, review, or approval by City pursuant to this Lease shall constitute the assumption of, nor be 
construedto ii:npose, responsibility for the legal or other sufficiency of the matter inspected, reviewed, or 
approved. In pmticular, but without limiting the generality of the foregoing, in approving plans and 
specifications for Alterations, City (a) is not warranting that the proposed plan or other action complies 
with applicable Laws, and (b) reserves its right to insist on full compliance in that regm·d even after its 
approval has been given or a petmit has been issued. 

19.6 Limitation on Dmnages. Notwithstanding anything to the contra1y herein, in' no event will 
City or any City Entity be liable to Tenant or any Tenant Entity for any consequential, incidental, or 
special damages, or special damages, or lost revenues or lost rrofits . 
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19.7 Sponsor's Assuniuce Ag;reement. ·This Lease shall be subordinate and subject to the terms 
of any "Sponsor's Assurance Agreement" or any like agreement heretofore or hereinafter entered into 
by .City and any agency of the United States of America. 

19.8 Federal N ondiscriminatiort Regulations. 

(a) Tenant understands and acknowledges that City has given to the United States of 
America, acting by and through the Federal Aviation Administration, certain assurances with respect to 
ncmdisorimination, which have been required by Title VI of the Civil Rights Act of 1964, as effectuated 
by Title 49 Of the Code of Federal Regulations, Subtitle A- Office of the Secreta1y ofTranspottation, 
Part 21, as amended, as a condition precedent to the government making grants in aid to City for certain 
Airpo.tt programs and activities, and that City is required under said Regul;ltions to include in evety 
agreement or concession pursuant to which any person or persons other than City, operates ot has the 
right to operate any facility on the Airpott providing services to the public, the following covenant, to 
which Tenant agrees as fol19ws: ''Tenant in its·operation at and use· of San Francisco International 
Airport, covenants that (1) rio person on the grounds of race, color, or national origin shall be excluded 
from participation in, denied the benefits of, or be otherwise subjected to discrimination in the use of 
said facilities; (2) that in the construction of any improvements on, over, or under such land and the 
furnishing of services thereon, no person on the grounds of race, color, or national origin shcrll be 
excluded from pcrrticipation in, ·denied the benefits of, or otherrpise be subjected to djscrimination, and 
(3) that the grcrhtee, licensee, permittee, etc., shall use the Premises .in compliance with all other 
requirements imposed by or pursuant to Title 49, Code of Federal Regulations, Subtitle A, O.ffice of the 
Secretmy of Transportation, Part 21, Nondiscrimination in Federally-Assisted Programs of the 
Department of Transportation Effectuations ofTitle VI of the Civil Rights Act of 1964, and as said 
rr<gulations may be amended." · · 

(b) This agreement is subject to the requirements of the U.S. Department of 
Transportation's regulations, 49 CFR part 23. (i). The concessionaire. ot· contractor agrees that it will not 
discriminate against any business owner because of the owner's race, color, national origin, or sex in · 

. connection with the award or performance of any concession agreement, management contract, or 
subcontract, purchase or lease agreeljlent, or other agreement covered by 49 CFR pmt 23. (ii) The 
concessionaire or contractor agrees to include the above statements in any subsequent concession 
agreement or contract covered by 49 CFR part 23 that it enters and cause those businesses to similarly 
include the·statements in the further agreements .. 

(c) This agreement is subject to the requirements of the U.S. Department of 
Transpmiation's regulations, 49 CFR part 27, which require, among other things, that all televisions and 
audio-visual displays installed in passenger areas have high-contrast captioning capability, which is at 
all times enabled. · 

19.9 · Federal Affirmative Action Regulations. Tenant assures that it will undertake an 
. affi1mative action program as required by 14 CFRPmt 152, Subpart E, to insure that no person shall.on 
the grounds ofrace, creed, color, natiqnal origin, or sex be excluded from patiicipating 'in any 
employment activities covered in14 CFR Patt 152, Subpart E. Tenant assures that no person shall be 
excluded on these grounds from patticipating in or receiving the services or benefits of any program or 

· activity covered by tllis subpart.· Tenant assures that it will require that its covered sub-organizations 
provide assurances to Tenant that they similarly will undettake affirmative action programs and that they 
willtequire assurances from-their sub-orgm1izations, as required by 14 CFRPart 152, Subpmt E, to the 
same effect. 
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. 19.10 City's Nondiscrimination Ordinance. 

(a) In the perform!J.nce of this agreement, Tenant agrees not to discriminate against any 
employee, City and County employee working with Tenant, applicant for employment with Tenant, or 
against any person seeking accommodations, advantages, facilities, privileges, services, or membership 
in all business, social, or other establishments or organizations operated by Tenant, on the basis of the· 
fact or perception of a person's race, color, creed, relig!on, nation.al origin, ancestry, age, height, 
weight, sex, sexual mientation,·gender identity, domestic partner status, marital status, disability or 
Acquired Immune Deficiency Syndrome or HIV status (AIDSIHIV status), or association with 
members of such protected classes, or in retaliation for opposition to discrimination against such 
classes. · · 

. (b) Tenant shaH include in all subleases ai1d other subcontracts relating to the Premises 
hereunder a nondiscrimination clause in substantially the form of subsection (a) above. In addition, 

·Tenant shall incorporate by reference in all subleases and other subcontracts the provisions of Sections 
12B.2(a), 12B.2(c)-(k), and 12C.3 ofthe San Francisco Administrative Code and shall require all · 
subtenants and other subcontractors to comply with such provisions. Tenant's failure to co:rp.ply with 
the obligations in this subsection shall constitute a material breach of this Lease. 

(c) Tenant does not' as of the date of this Lease and will not during the Term, in any of 
its operations in San Francisco, where the work is being performed for the City, or elsewhere within the 
United States, <;l.iscriminate in the provision of bereavement leave, family medical leave, health benefits,. 
membership or membership discounts, moving expenses, pension and retirement benefits or travel 
benefits, as well as any benefits other than the benefits specified above, between employees with 
domestic partners and empioyees with spouses, and/or between the domestic prutners and spouses of 
such employees, where the domestic prutnership has been registered with a governmental entity 
pursuantto state or local law authorizing such registration, subject to the conditions set forth in Section 
12B.2(b) ofthe San Francisco Administrative Code. 

. (d). Tenant hereby represents that prior to execution of this Lease (i) Tenant executed 
and submitted to the Contract Monitoring Division of the City and County of San Francisco (the 
"CMD") the Chapter 12B Declru·ation: Nondiscrimination in Contracts and Benefits fonn (Form CMD-
12B-101), with supporting documentation, and (ii) the CMD approved such form. · 

(e) The provisions of Chapters 12B and 12C ofthe San Francisco Administrative Code 
relating to nondiscrimination by patties contracting for the lease of City propett)r are incorporated in 
this Section by reference and made a part of this Lease as though fully set forth herein. Tenant shall 
comply fully with and be bound by all of the provisions that apply to this Lease under such Chapters of 
the Administrative Code, including but not limited to the remedies provided in such Chapters. Without 
limiting the foregoing~ Tenant understands .that pursuant to Sectio~ 12B .2(h) of the San Francisco . 
Administrative Code, a penalty of $50 for each person for each calendar day during whiCh s).lch person 
was discriminated against in vlolation of the proviSions ofthis Lease may' be assessed against Tenant 
arid/or deducted fi·om ariy payments due Tenant. · 

19.11 Conflict of Interest. Through its execution ofthis Agreement, Tenant acknowledges that it 
is familiar wlth the provisions of section 15.103 of City's Chatter, Article m, Chapter 2 of City's 
Campaign and Governmental Conduct Code, and sections 87100 et seq. and sections 1090 et seq. of the 
Government Code of the State of California, and certifies that it does not know of any facts which 
constitute a violation of said provision and agrees that if it becomes aware of any such fact during the 
te1m of this Agreement it shall immediately notifY Landlord. · 
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19.12 Prevailing Rates of Wage. Tenant shall abide by Airport Commissi~n Policy 
No. 80-0031, requiring that Tenant pay prevailing rates of salaries, wages, and employee benefits, to its . 
employees working at San Francisco International Airport pursuant to this Lease. 

19.13 Declaration Regarding Airport Private Roa.ds. Tenant hereby acknowledges and agrees 
that ali roads existing at the date of execution hereof within the boundaries of the Airpmt, as shown on the 
cun-ent official Airport plan and as it may be revised, are the private prope1ty and private roads of the City 
andCounty·of San Francisco, with the exception of that portion of the old Bayshore Highway which runs 

·through the southern limits.ofthe City of South San Francisco and through the northern pmtion of the 
Airpo1t to t4e intersectiowwith the Notth Airpmt Road as shown on said Airpmt Plan, and with the 
exception of that pmtion of the No1th Airpmt Road which runs from the off and 'on ramps ofthe State 
Bayshore Freeway to the intersection with said old Bayshore Highway as shown on said Airpo1t Plan. It 
further acknowledges that any and all roads hereafter constructed or opened by City within the Airport 
boundaries will be the private property and road of City, unless otherwise designated by appropriate 
action. 

19.14 No Relocation Assistance; Waiver of Claims. T11nant acknowledges that it will not be a 
displaced person at the time this Least? is terminated or expires by its own terms, and Tenant fully 
releases, waives, and discharges forever any and all claims or ·utlwt Losses, against and covenants not to 
sue City or imy City Entity under any Laws, including any and all claims for relocation benefits or 
assistance fi·om City under federal and state relocation assistance laws. Without limiting Section 5 · 
[Assignment or Subletting], Tenant shall cause any Transferee to expressly waive entitlement to any and 
all relocation assistance ~nd benefits in com1ection with this Lease. Tenant shall indemnify, defend, and 
hold har:inless City for any and all Losses arising out of any relocation assistance ot· benefits payable to 
any Transferee. 

. 19.15 Drug-Free Workplace. Tenant aclmowledges that pursuant to the Federal Drug-F1:ee 
Workplace Act of 1989, the unlawful mam1facture, distribution, possession or use of a controlled . 
substance is prohibited on City premises. Any violation of this prohibition by Tenant or any Tenant 
Entity shall constitute a default hereunder. 

. . 
19.16 Compliance with Americans With Disabilities Act. Tenant acknowledges that, purs:uant to 

the ADA, programs, seniices and other activities provided by a public entity, whether directly or through 
~ contractor, must be accessible to the disabled, public. Tenant shall provide the services specified in this 
Lease iri a manner that complies with the ADA and any and all other applicable fedet'al, state and local 
disability rights 'legislation, including but not limited to, Titles II and ill of the Americans with 
Disabilities Act of 1990 (42 U.S.C. Section 12101 et seq.), Section 504 ofthe Rehabilitation Act of 1973 
(29 U.S.C. Section 794 et seq.), 28 CFRParts 35 and 36, arid 49 CFR Parts 27, 37 and 38. Tenant agrees 
not to discriminate against disabled persons in the provision of services, benefits or activities provided 
under this Lease, and further agreethat any violation of this prohibition·on the pmt of Tenant, its · 
employees, agents or assigns shall constitute a material breach of this Lease. 

19.17 Sunshine Ordinance. In accordance with S.F. Ad:t,ninistrative Code Section 6724(e), 
contractors' bids, responses to RFPs ·and all other records of communications between the City and · 
persons or firms seeking contracts shall be open to inspection immediately after a contract has been 
awarded.' Nothing in this provision requires the disclosure of a private person's or organization's net 
worth or other proprietmy fmancial data submitted for qualification for a contract or other benefits until 
and unless that person or organization is awarded the contract or benefit. Information provided which is 
covered by this paragraph will be made availa:ble to the public upon request 
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19.18 ·Pesticide Prohibition. Tenant shall comply with the provisions of Section 308 of 
Chapter· 3 of the San Francisco Environment Code (the "Pesticide Ordinance") which (i) piohibit the use 
of certain pesticides on City property, (ii) require the posting of certain notices and the maintenance of 
certain records regarding pesticide usage and (iii) require Tenant to submit to the Airport an integrated 
pest management ("IPM") plan that (a) lists, tci the extent reasonably possible, the t)ipes and estimated 
quantities of pesticides that Tenant may need to apply to the Premises during the terms of this Lease, 
(b) describes the steps Tenant will take to meetthe City's IPM Policy described in Section 300 of the 
Pesticide; Ordinance and (c) identifies, by name, title, address and telephone number, an individual to act 
as Tenant's primary IPM contact person with the City. In addition, Te:t).ant shall comply with the · 
requirements of Sections 303(a) and 303(b) of the Pesticide Ordinance. 

19.19 First Source Hiring Ordinance. Tenant shall comply with the San Francisco First Source 
Hiring Ordinance (Board of Supervisors Ordinance No. 264-98, as amended by Board of Supervisors 
Ordinance Nos. 32-09 and 149-09) in cooperation with the Airport Commission Office of Employment 
and Community Partnerships pursuant to the First Source Hiring Agreement entered into between the 
Airpmt Commission and the Tenant concunently herewith, and incorporated herein by reference. 

19.20 Labor Peace/Card Check Ruk Without limiting the generality of other provisions herein 
requiring Tenant to comply with all Airport Rules, Tenant shall comply with the Airport's Labor · 
Peace/Card Check Rule, adopted on February: 1, 2000, pursuant to ,Airpmt Commission Resolution No. 
00-0049 (the "Labor Peace/Card Check Rule"). Capitalized terms not defined in this provision are 
defmed in the Labor Peace/Card Check Rule. To comply with the Labor Peace/Card Check Rule, Tenant 
shall, am~ng other actions: (a) Enter into a Labor Peace/Card Check Agre.ement with any Labor 
Organization which reque:;ts such an agreement and which has registered with the Director or his/her 
designee, within thirty (30) days aftet the Labor Peace/Card Check Agreement has been requ~sted; 
(b) Not less than thi1ty (3 0) days prior tn the modificati.on of this Lease, Tenant shall provide notice by 
mail to any Labor Organization or federation of labor organizations which hav.e registered with the 
Director or his/her designee ("registered labor organization"), that Tenant is seeking to modifY or 
ext~nd this Lease; (c) Upon issuing any i·equest fm; proposals, invitations to bid, or similar notic,e, or in 
any event not less than thirty (30) days prior to entering into any Subcontract, Tenant shall pi·ovide notice 
to all registered iabor organizations that Tenant is seeking to enter into such Subcontract; and (d) Tenant 
shall include in any subcontract' with a Subcontractor pe1'[orming services pursuant to any Covered 
Contract; a provision requiring the Subcontractor to comply with the requirements of the Labor 
Peace/Card Check Rule. If the Director determines that Tenant shall have violated the Labor Peace/Card 

. Check Rule, the Director shall have the option to tenninate this Lease, in ·addition to exercising all other 
remedies available to him/her. 

19.21 Requiring Minimum Compensation. 

(a) Tenant agrees to comply .fully with. and be bound by all of the provisions of the 
Minimum Compensation Ordinance (MCO), as set forth in San Francisco Administrative Code Chapter 
12P (Chapter 12P), including the remedies provided, and implementing guidelines and rules. The 
provisi6ns of Chapter 12P are incorporated herein by reference and made a pmt of this Agreement as 
though fully set forth. The text of the MCO is available on the web at www.sfgov.org/olse/mco. A 
partial listing of some of Tenant's obligations under the MCO is set fmth in this Section. Tenant is 
required to comply with all the provisions of the MCO, irrespective. of the listing of obligations in this 
Section. 

(b) The MCO requires Tenant to pay Tenant's employees a minimum hourly gross 
compensation wage rate and to provide minimum compensated and uncompensated time off .. The 
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minimum wage rate may change from year to year and Tenant is obligated to keep informed of the 
then-cu11'ent requirements. Any subcontract entered into by Tenant shall require the subcontractor to 
comply with the requirements of the MCO and shall contain contractual obligations substantially the 
same as those set forth in' this S'ection. It is Tenant's obligation to ensure that any subcontn:wtors of any 
tier under this Agre.ement comply with the requirements of the MCO. If any subcontractor under this 
Agreement fails to comply, City may pursue any of the remedies set forth in this Section against 
Tenant. . 

(c) Tenant shall not take adverse action or otherwise discriminate against an employee 
or othei· person for the exercise or· attempted exei·cise of rights under the MCO. Such actions, iftalcen 
within 90 ·days of i;he exercise or attempted exercise of such rights, will be rebuttably presumed to ·be 
retaliation prohibited by the MCO. 

(d) Tenant shall maintain e~ployee and payroll records as ·required by the MCQ. If 
Tenant fails to do so, it shall be presumed that the Tenant paid no mm·e than the minimum wage 
required under State law. . · 

. . 
(e) The City is authorized to· inspect Tenant's premises a11.d .conduct interviews with 

employees and conduct audits of Tenants. . . . . 

(f) Tenant's commitment to provide the Minimum Compensation is a material element 
ofthe City's consideration for this Agreement The City itiits sole discretion shall dete1mine whether · 
.'mch a hreach has ocouned. The City and the public will suffer actual damage that will be impractical 
or extremely difficult to dete1mine if the Tenant fails to comply with these requirements. Tenant agrees 
that the su~s set fmth in Section 12P .. 6.l.ofthe MCO as liquidated damages are not a penalty, but are. 
reasonable estimates of the loss that the City and the public will incur for Tenant's noncompliance. The 
procedures goveming the assessment of liquidated damages shall be those set forth in S eGtion 12P ,6 .2 
of Chapter 12P. . · · 

(g) Tenant understands and agrees that if it fails to comply with the requirements of the 
MCO, the City sh811 have the right to pursue any rights or'l'emedies available under Chapter 12P 
(including liquidated damages), under the terms of the contract, and under applicable law. If, within 3 0 
.days after receiving written notice of a breach of this Agreement for violating the MCO, Tenant fails to 
cure such breach or, if such breach caimot reasonably be cured within such period of 3 0 days, Tenant 
fails to commence efforts to cuie within such period, or thereafter fails diligently to pursue sucli cure to 
·completion, the City shall' have the right to purslie any rights or remedies available under applicable . 
law, including those set f01th in Section 12P .6( c) of Chapter'12P. Each ofthese remedies shall be 
exercisable individually or in combination with any other rights or remedies available to the City. 

(h) Tenant represents and warrants that it is not an entity that was set up, or is beirig 
used, for the purpose of evading the intent oft)le MCO. 

(i) If Tenant is exempt from the MCO when this Agreement is executed because the 
cumulative amount of agreements. with this department for the· fiscal year is less that:J. $25,000, but 
Tenant later enters Tenant an agreement or agreements that cause Tenant to exceed that amount in a 
fiscal year, Tenant shall thereafter be required to comply with the MCO under this Agreement. This 
qbligation arises on the effective date ofthe agreement that causes the cumulative amount of 
agreements between the Tenant and this department to exceed $25,000 in the fiscal year. 
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19.22 Airport Intellectual Property. Pursuant to Resolution No. 01-0118, adopted by the Airpmt 
Commission on April18, 2001, the Airport Commission affumed that it will not tolerate the unauthorized 
use of its intellectual propertY, including the SFO logo, CADD designs, and copyrighted publications. All 
proposers, bidders, contractors, tenants, pennittees, and others doing business with or at the Airport . 
(including subcontractors and subtenants) may not use the Airport mtellectual prope1ty, or ·any intellectual 
prope1ty confusingly similar.to the Airpmt intellectual propelty, without the Director's prior consent. 

19.23 Requiring Health Benefits for Covered Employees. Tenant agrees to comply fully with 
and be bound by all of the provisions ofthe Health Care Accountability Ordinance (HCAO), as set fmth 
in San Francisco Administrative Code Chapter 12Q, including the remedies provided, and implementing 
regulations, as the same may be amended-from time to time. The. provisions of Chapter 12Q are 
incorporated by reference and made a part of this Agreement as though fully set forth herein. The text of·· 
the HCAO is available ·on the web at www.sfgov .org/olse. Capitalized te1ms used in this Section and not 
defmed in this Agreement shall have the meanings assigned to such te1ms in Chapter 12Q. 

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

(b) Notwithstanding the above, if the Tenant is a small business as deflned in 
Section 12QJ(e) of the HCAO, it shall have no obligation to comply with part (a) above .. 

(c) Tenant's failure to comply with the HCAO shall constitute a: material breach ofthis 
agreement City shall notifY Timant if such a breach has occur'red. If, within 30 days after receiving 
City's written notice of a breach·ofthis Agreement for violating the HCAO, Tenant fails to cure such 

· breach or, if such breach cannot reasonably be cured within such period of 3 0 days, Tenant fails to 
commence effmts to cure within such period, or thereafter fails diligently to pursue such cui·e to 
completion, City shall have the right to pursue the remedies set fmth in 12Q.5.1 and 12Q.5(f)(l-6). 
Each of these remedies shall be exercisable individually or in combination with any other rights or 
iemedies available· to Ci1;y. . 

(d) Any Subcontract entered into by Tenant' shall require tl~e Subcontractor to c~mply 
with the requirements of the HCAO and shall contain contractual obligations substantially the same as 
those set forth in this Section. Tenant shall notifY City's Office of Contract Administration when it 
enters into such a Subcontract and shall certifY to the Office of Contract Administration that it has 
notified the Subcontractor of the obligations under the HCAO and has imposed the requirements of the. 
HCAO on Subcontractor through the Subcontract. Each Tenant shall be responsible for its 
Subcontractors' compliance with this Chapter. If a Subcontractor fails to comply, the City may pursue 
the remedies set forth in this Section against Tenant based on the Subcontractor's failure to comply, 
provided that City has first provided Tenant with notice and an· opportunity to obtain a cure of the 
violation. 

(e) Tenant shall not discharge, reduce in compensation, or otherwise discriminate 
against any employee for notifying City with regard to Tenant's noncompliance or anticipated 
noncompliance with the requirements ofthe HCAO, for opposing any practice proscribed by the 
HCAO, for paliicipating in proceedings related to the HCAO, or for seeking to assert or enforce any 
rights under the HCAO by any lawful means. · 

·(f) Tenant represents and warrants that it is not an entity that was set up, or is being 
used, for the purpose of evading the intent of the HCAO. 
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(g) Tenant shall maintain employee and payroll records_in compliance with the 
California Labor Code and Industrial Welfare Commission orders, including the number of hours each 

· employee has wo:vked on the City Contract. · 

(h) Tenant shall keep itself informed of the. current requirements of the HCAO. 

(i) Tenant shall provide repo1ts to the City in accordance with any repmting standards 
promulgated by the City under the HCAO, including reports on Subcontractors and Subtenants, as 

. applicable. . · 

(j) Tenant shall provide City with access to records pettainingto compliance with 
HCAO after receiving a written request fi:om City to do so and being provided at least ten business days 
to respond. · 

(k) Tenant shall allow City to inspect Tenant's premises and have access to Tenant's 
employees in order to monitor and detennine compliance with HCAO. 

(1) City may conduct random audits ofTena.llt to asce1tain its compliance with HCAO. 
Tenant agrees to cooperate with City when it conducts such audits. · 

(m) If Tenant is exempt from the HCAO when this Agteement is executed because its 
amount is less than $25,000 ($50,000 for nonprofits), but Tenant later enters into an agreement or · 
agreements that cause Tenant's aggregate amount of all agreements With City to reach $75,000, all the 
agreements shall be thereafter subject to the HCAO. This obligation arises on the effective date of the 
agreement that causes the cumulative amount of agreements between Teria~1t and the City to be equal to 
or greater than $75,000·in the fiscal year. 

19.24 Notification ofLimitaHons on Contributions. By executing this Lease,Tenant 
acknowledges its obligations under-section 1.126 of the City's Campaign and Govemmental Conduct 
Code (the "Conduct Code"), which prohibits any person who leases, or seeks to lease, to or from any 
department of the City any land or building from maldng any campaign contribution·to (a) a City elected 
official if the lease must be approved by that official, (b) a candidate for that City elective office, or (c) a 
committee controlled by that elected official or a candidate for that office, at any time from the 
submission of a proposal for the le.ase until. the later of either the termination of negotiations for the lease 
or twelve (12) months after the date the City approves the lease. Tenant acknowledges that the fol'egoing 
restriction applies only if this Lease or a combination or series of leases or other contracts approved by. 
the same individual or board in a fiscal year have a total anticipated or actual v·alue of one hundred 
thousand dollars ($100,000) or more. Tenant fmiher acknowledges that (i) the prohibition on 
contribu.tions applies to each prospective party to the lease; any person on Tenant's board of directors, 
any of Tenant's principal officers (including its chairp~rson, chief executive officer, chieffmancial 
officer, chief operating officer) and any person with an ownership :interest of more than 10 percent (10%) 
in Tenant; any subtenant listed in the lease; and any committee that is sponsored or controlled by Tenant; 
and (ii) within thit.ty (3 0) days of the submission of a proposal for the lease, the City depmtment with 
whom Tenant is leasing is obligated to submit to the Ethics Commission the patties to the lease and any 
subtenant. Additionally, Tena:p.t cettifies that it informed any member of its board of directors and any of 
its principal officers, ·including its chairperson, chief executive officer, chief financial officer, chief 
opt~rating officer, any person with an ownership interest of more than 10% in Tenant,. and. any subtenant 

·listed heiein of the limitation on contdbutions imposed by Section 1.126 of the Conduct Code· by the time 
it submitted a proposal for this Lease, and has provided the names of the persons required to be informed 
to the City department with whom :it is leasing .. 
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19.25 Food Service Waste Reduction Ordinance. San Francisco's Food Service Waste 
Reduction Ordinance, Ordinance No. 295-06, SF Environment Code Chapter 16 (Ordinance) requires 
restaurants, retail food vendors, City departments, City contractors and City lessees to use 
biodegradable/compostable or recyClable disposable food service ware when selling or distributing 
prepared foods, unless there is no "affordable" altemative. The Ordinance also prohibits such businesses 
and the City from using disposable food service ware made from polystyrene (Styrofoam™). Violation 
of the Ordinance may result in contractual damages, a criminal fine, administrative penalty, or other civil 
enforcement action. 

19.26 Multi-Employer Bargaining Group Participation. Left blank by agreement of the parties 

19 .. 27 Worker Retention P.olicy. Tenant acknowledges the Airpmt's Worker Retention Policy 
and agrees to comply with its requirements. · · 

19.28 Local Hire Policy. Any undefmed, initially-capitalized term used in this Section shall 
have the meaning given to such .term in San Francisco Administrative Code Section 23.62 (the "Local 
Hiring Requirements"). All Alterations under this Lease are subject to the Local Hiring Requirements 
unless the cost for such work is (a) estimated to be less than $750,000 per building pennit or (b) meets 
any ofthe other exemptions in the Local Hiring Requirements .. Tehant agrees that it shall comply with 
the Local Hiring.Requirements to the extent applicable. Before statting any Alteration, Tenant shall · 
contact City's Office of Economic Workforce and Development ("OEWD") to verifY if the Local Hiring 
Requirements apply to the work (i.e., whether the work is a "Covered Project"). Tenant shall include, and 
shall require its subtenants to include, a requirement to comply with the Local Hiring Requirements in 
any conn~act for a Covered Project with specific refei-ence to San.Francisco Administrative Code Section 
23 .62. Each such contract shall name the City and County of San Francisco as a third party beneficiary 
for the limited purpose of. enforcing the Local H1ring Requirements,. including the right to file charges and 
seek penalties. Tenant shall cooperate, and require its subtenants to cooperate, with City in any action or 
proceeding against a contractor or subcontractor that fails to comply with the Local Hiring Requirements 
when requit;ed. Tenant's failure to comply with its. obligations under this Section shall constitute a 
material breach of this Lease. A contractor's or subcontractor's failure to comply with this Section will 
enable City to seek the remedies specified in San Francisco Administrative Code Section23.62 against 
the breaching pmty. 

19.29 Green Building Requit·ements. Tenant acknowledges that the City and County of San 
·Francisco has enacted Chapter 7 of the San Francisco Environment Code relating to green building 
requirements. Tenant hereby agrees that it shall comply with all applicable proyisions of Chapter 7, 
including but not limited to those relating to Leaders~ip in Energy and Environmental Design (LEED) 
ce1tification. · · 

20. GENERAL PROVISIONS 

20. i Notices. Except as otherwise specifically provided iri this Lease, any notice, consent, 
request, demand, or other correspondence given undet this Lease shall be in writing and given by 
delivering the notice in person or by commercial courier, or by sending it by first-class mail, certified 
mail, retul'n receipt requested, or overnight courier, retum receipt requested, with postage prepaid or by 

·electronic mail (if an electronic mail address is provided), to: (a) Tenant at Tenant's Notice Address; or 
(b) City at City's Notice Address; or (c) such other address as either Tenant or City may designate as its 
new address for such purpose by notice given to the other in accordance with this Section. Any notice 
hereunder shall be deemed to have been given and received and effective two (2) days after the date when 
it is mailed,· if sent by first-class, certified mail, one day after the date when it is mailed if sent by · 
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ovemight comier, or upon the date personal or electronic mail C!elivery is' made. For convenience of the 
parties, copies of notices may also be given by facsimile to the number set forth in the Summaty or such 
other number as may be provided from time to time; provided, however, neither party may give binding 
notice by facsimile. 

20.2 · No Implied Waiver. No failure by either party to insist upon the strict perfonnance of any 
obligation of the other party under this Lease or to exercise any right, power or remedy consequent upon a 
breach thereof shall constitute a waiver of any such breach or of such te1m, covenant or condition. No 
express written waiver of any default or the perfmmance of any provision hereof shall affect any other 
default or pe1fmmance, or cover any other period of time, other than the default, performance or period of 
time specified in such express waiver. 

· 20.3 Entire Agreement. The pmties intend that this Lease (including all of the attached 
exhibits, which are made a part of this Lease) shall be the :final exp~·ession of their agreement with respect 
to the subject matter hereof and may not be contradicted by evidence of any prior or contemporaneous 
written or oral agreements or understandings. The parties fmiher intend that this Lease shall constitute 
the complete and exclusive statement of its terms and that no extrinsic evidence whatsoever (including 
prior drafts hereof and changes therefrom) may be introduced in any judicial, administrat~ve m· other legal 
proceeding involving this Lease. · 

20.4 Amendments. Except as specifically provided herein, neither this Lease nor any te1m or 
provisions hereof may be changed, waived, discharged or tenninated, except by a written instrument 
signed by the party againstwhieh the en:foreement ofthe ehange., w~livel\ dis<;>.hm.'ge> Q1'te>1'rntn~t1on i.<; 

·sought · 

. . . 

20.5 Interpretation ofLease. The captions preceding the articles and sections of this Lease and 
in the table of contents have been inse1ted for convenience of reference only and such captions shall in no 
way define or limit the scope or intent of any provision of this Lease. This Lease has been negotiated at 
ann's length and between persons sophisticated and knowledgeable in the matters dealt with herein and 
shall· be interpreted to achieve the intents 11nd purposes of the patties, without any prestimption against the 
party rf)sponsible for drafting any prut of this 'Lease. Provisions in this Lease relating to number of days 
shall be calendar days. Use of the word "including'' shall mean "inclllding, without limitation." 
References to statutes, sections, ordinances or regulations are to be construed as including all statutoty, 
ordinance, or regulatory provisions consolidating, mnending, replacing, succeeding or supplementing the 
~tatute, section, ordinance or regulation. Whenever the singular number is used in this Lease and when . 
required by the context, the same includes the plural, the plural includes the singulm·, mid the masculine 
gender includes the feminine and neuter genders, and the word "person" shall include corporation, 
prutnership, frrm, limited liability company, and association.· 

20.6 Successors and Assigns. Subject to the provisions of Section 5 [Assignment or 
Subletting], the tmms, covenants and conditions contained in this Lease shall bind atid inure to the benefrt 
of Tenant and City and, except as otherwise provided herein, their personal r~presentatives and· successors 
and assigns. · 

20.7 No Third-Party Beneficiaries. Tlwre are no third-patty beneficiaries to this Lease .. 

-20.8 No Joint Ventlll'e.' It is expressly agreed that City is not, in any way or for any purpose, a 
pmtner of Tenant in the conduct of Tenant's business or a member of a joint enterprise with Tenant, and 
does not assume any responsibility for Tenant's conduct or perfonnance of this Lease. 
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20.9 Brokers. Neither pmty has had any contact or dealings regarding the leasing of the 
Premises, nor any communication in connection therewith, through any licensed real estate broker or 
other person who could claim a right to a commission or finder's fee in connection with the lease· 
contemplated herein. In the event that any broker or finder perfects a claim for a commission or.fmder's 
fee based upon any such contact, dealings or communication, the party through whom the broker or finder 
makes his/her claim shall be responsible for such commission or fee and shall inqemnify, defend, and 
hold harmless the other party from any and all Losses incurred by the indemnified party .in defending 
against the same. The provisions of this Section shall survive any terminatio.n or expiration of this Lease. 

20.10 Severability. If any provision ofthis Lease or the application thereof to any person, entity 
or circumstance shall, to ariy extent, be invalid or unenforceable, the remainder of this Lease, or the 
application of such provision to persons, entities or circumstances other than those as to which it is 
invalid or unenforceable, shall not be affected thereby, and each other provision of this Lease shall be 
valid and be enforceable to the full extent permitted by law. 

20.11 Goveming Law. This' Lease shall be construed and enforced in accordance with the laws 
ofthe State of California and the Chatter ofthe City and County of San Francisco. 

20.12 Attorneys' Fees. In the event that either City or Tenant fails to perform any of its . 
obligations under this Lease or in the event a dispute arises. concerning the meaning or interpretation of 
any provision ofthis Lease, the defaulting party or the party not prevailing in such dispute, as the case) 
may be, shall pay any and all costs and expenses incuned by the other party in enforcing or establishing 
its rights hereunder (whether or not such action is prosecuted to judgment), including, without limitation, 
court costs and reaso:11able attomeys' fees, For purposes of this Lease, reasonable fees of attomeys of 
City's Office of the City Attomey shall be based on the fees regularly charged by private attorneys with 
the equivalent number Of yeaxs of experience in the subject matter ru·ea of the law for which the City 
Attomey' s services were rendered who practice in the City of San Francisco in law fii:ms with 
approximately the same.number of attorneys as employed by the Office of the City Attorney. Without 
limiting the generality of the foregoing, Tenant shall also pay all costs arid expenses incuned by City 
related to City's palticipation in or :monitoring of any Tenant bankruptcy, insolvency, or similar 
proceeding involving creditors' rights generally and any proceeding ancillary thereto. This Section shall 
survive expiration or em·lier termination ofthis Lease. . 

20.13 Cumulative Remedies. All rights and remedies of either party hereto set forth in. this 
Lease shall be cumulative, except as may otherwise be provided herein .. 

20.14 Time ofEssence. Ti:rr~e is of the essence with respe·ctto all provisions ofthis Lease in 
which a definite time for perfonnance is specified. 

20.15 Reservations by City. City may (a) at any time, upon reasonable advance written or oral 
notice, enter the Premises to show the Premises to prospective tenants or other interested patties, to post 
notices of non-responsibility, tore-measure the Premises, to repair anypatt of the Premises or adjoining 
areas, to install equipment for adjoining m~eas, at1d for any other lawful purpose; (b) without advance 
notice, enter the Premises to conduct an environmental audit, operational audit, or general inspection, or 
in an emergency. City shall use reasonable efforts to minimize disruption in Tenant's business. Such 
entry shall not constitute a.forcible or unlawful entry into or a detainer ofthe Premises, or an eviction, 

. actual or. constructive of Tenant from the Premises: City reserves the exclusive right to use all areas of the 
Airpmi not comprising the Premises, and the exterior walls and roofs the Premises. City reserves the 
exclusive right to use such areas together with the right to install, mamtain, use, repair, and replace pipes, 
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ducts, conduits, wires, columns, and structural elements serving other parts of the Airpmt in and tlu·ough 
the Premises, This reservation in no way affects maintenance obligations imposed in this Lease. 

20. ~ 6 Survival ofindem;,_ities. Expiration or tennination of this Lease shall not aff~ct the right 
of either party to emorce any and all indemnities and representations and warranties given or made to the 
other party under this Lease, nor shall it effect any provision of this Lease that expressly states it shall 
smvive termination hereof. Each pruty hereto specifically acknowledges and agrees that, with respect to 
each of the indemnities contained. in this Lease, the indemnitor has an :immediate and independent · 
obligation to 'defend the indemnitees from any claim which actually o1· potentially falls within the 
indemnity provision even if such allegation is or may be groundless, fraudulent or false, which obligation 
arises at the time such claim is tendered to the .indemnitor by the indemnitee. Fmther, Tenant's obligation 
to make payments to City in respe.ct .of accrued charges (including those which have not yet been billed) 
and to make repairs (including those relating to the return of the Premises to City) which ar·e accrued at 
the expiration or earlier tennination of this Lease shall survive the expiration or ·earlier tennination of this 

.Lease. 

20:17 Quiet Enjoyment and Title. Tenru1t, upon paying the :Rent hereunder and perlorming the 
covenants hereof, shall peaceably and quietly have, hold and enjoy the Premises and all appurtenances 
dlU'ing the full Tenn as against all persons or entities claiming by and through City. Tenant expressly 
acknowledges that Tenant's right to quiet possession of the Premises does not preclude City's right to 
make changes and additions to the Airpo1t, including the Premises, and to do work in the Premises as 
permitted by this .Lease. 

20.18 No Right of Redemption. Tenant waives any right of redemption or reinstatement of. 
Tenant tmder any present or future case law or statutmy provision (including Code of Civil Procedure 
Sections 473 and 1179 and Civil Code Section 3275) in the event Tenant is dispossessed from the 
Pr~niises for any reason. This waiver applies to future statutes enacted in addition or in substitution to the 
statutes specified herein. 

20.19 Accord and Satisfaction. The paymenfoy Tenant or the receipt by City of a lesser amount 
than the rent stipulated in this Lease may be, at City's sole option, deemed to be on account of the earliest 
due stipulated rent, or deemed to be on account of rent owing for the cunent period only, notwithstanding 
any instructions by or on behalf of Tenant to the contrruy, whiCh instructions shall be null and void, and 
no endorsement or statement on any check or any letter accompanying any such check or payment will be 
deemed an accord and satisfaction, and City may accept such check or payment without prejudice to 
City's right to recover the baiance of such rent or payment or pursue any other remedy available in this 
Lease, at law or in otherwise, including possession of the Premises. City may accept any partial payment 
from Tenant without invalidation of any contractual notice required to be given herein (to the extent such 
contractual notice is required) and·without invalidation of any notice given or required.to be given 
pursuant to applicable law. In such event, if City shall receive any such partial payment after it shall have 
commenced an action against Tenant, City may amend its action as contemplated by Section 1161.l(c) of 
the Califoniia Civil Code to reflect any such prutial payment, and no such paymentshalllimit·any of 
City's rights to continue the action. 

20.20 Joint and Several Liability. The liabilities hereunder ofthe entities and/or person(s) 
comprising Tenant shall be joint and several. 

20.21 Estoppel Statenients. Within ten (10) days afterreque~ttherefor by City, Tenant shall 
deliver, in recordable form, an estoppel statement certifying that this Lease is iti full force ru1d effect; the 
date of Tenant's most recent payment ofRent, and that Tenant has no defenses or offs~ts outstanding, or 

' . ' 
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stating those claimed, and any other information reasonably requested. Failure to deliver said statement 
within the specified period shall be conclusive upon Tenant that: (i) this Lease is in· full force 'and effect, 
without modification except as may be represented by City; (ii) there are no uncured defaults in City's 
performance and Tenant has no right of offset; counterclaim or deduction against Rent hereunder; and 
(iii) no more than one month's Base Rent has been paid in advance. Notwithstanding the conclusiveness 
of Tenant's failure to deliver such statement, Tenant's failure shall constitute a breach ofthis Lease. 

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

20.23 Consents. If City is required to reasonably grant consent or app1~oval, but does not do so, 
Tenant's sole and exclusive remedy is to seek specific performance and in no event will City be liable for 
any monetary damages. 

20.24 Options Personal. If and to the extent Tenant has an option to extend the Term of this 
Lease, such option is personal to the original Tenant and may be exercised only by the original Tenant 
while occupying the Premises who does so without the intent of thereafter making any Transfer, and may 
not be exercised by or assigned, voluntarily or involuntarily, by or to any person or entity other than 
Tenant, unless the foregoing prohibition. is waived by Director. Th~ options, if any, herein granted to 
Tenant are not assignable separate and apa1t from. this Lease, nor may any option be separated from this 
Lease in any manner,_ either by reservation or otherwise. 

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

Ill 

Ill 
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IN WITNESS WHEREO.F, the parties have executed this Lease as ofthe Effective Date. 

TENANT: MRG San Francisco, LLC, a 
[signatories to also initial Summary] Nevada Limited Liability Company · 

By; The Marshall Retail Group, LLC, a 
Delaware Limited Liability Company, Manager 

By: ill £J A ~ 
~ ......... 

Name: Michael C. Wilkins 
Title: CEO 

CITY: CITY AND COUNTY OF SAN FRANCISCO, 
[signatories to also initial Summary] a municipal corporation, 

AUTHORIZED BY 
AIRPORT COMMISSION · 

Resolution No.: 19-0053 

Adopted: Marc~ 19,2019 

Attest: ___ -'-----------
.Secretary 

Airport Commission 

APPROVED AS TO FORM: 
DENNIS J. HERRERA, 

. City Attorney 

By: _______ ~-----
Deputy City Attorney 
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Ivar C. Satero . 
Airport Director 
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LIST OF EXHIBITS 

EXHIBIT A- Description of Premises 

EXHIBIT B- Use and Operational Requirements 

EXHIBIT C-1-Fonn ofPerfotmance Bond 

EXHIBIT C-2 _:Form of Letter of Credit 

EXHIBITD -Tenant Work Letter 
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EXHIBIT A· 
PREMISES 

A total of one Facility, comprising approximately 7 65 square feet of space located in Terminal2, 
Boarding Area D; San Francisco Interuational Airport, as described on the attached drawings, broken 
down as follows: 

Location No./Description of Facility 

Space No. D.2.310 
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Approx. Square Footage 
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EXlliBITB' 
USE AND OPERATIONAL REQUIREMENTS 

1) GENERAL REQUIREMENTS: All products arv sold. on a non-exclusive basi~, and Airport 
reserves the right to sell and to pennit other Airport tenants to sell the sa,me or similar products. 
AU such items must be sold at retaiL Tenant may not display, sell, rent, or otherwise offer any 
product without Director's written prior consent. 

2) REQUIRED/OPTIONAL PRODUCTS: In the event Director pennits any product to be sold 
or offered that is not listed below, changes the required or optional offerP"tgs listed belpw, or 
otherwise modifies the P~rmitted Use or operational requirements under this Lease, this Exhibit 

< . 

shall b~ deemed amended without need for a fonnal amendment of this Lease. · ! . . 

Tenant! shall operate a specialty ret?-il store specializing in the sale of, on a nonexclusive basis,_ 
merchandise which includes: 

I . 
I 

LOC~ FASHION GIFTS · 
• ' Casual Apparel $15.00-$75.00 
• Fashion Tees $20.00- $60,00 
• Hats $15.00- $90.00 
• Jewelry $20.00- $.120.00 
• Watches $50.00- $95.00 
• Socks $7.00- $20.00 
• Accessories $15.00-$98.00 

I 

LOC~GIFTS. · .. 
. . "' · Apothecary $10.00-$60.00 

• Keychains, Magnets,· Beverage 
, Holders $4.00-$10.00. 

• Stationery $5.00- $30.00 
• I General Gift $10.00-$50.00 . 
• I ;pillows $20.00 - $120.00 
• . Drinkware $5'.00- $30,00 
• ··Pottery $20.00- $150.00 
• ~ Ornaments $5.00- $30.00 
• : Books $10.00- $50.00 
• 'Souvenir $5.00- $20,00 
• Packaged Snacks $6.00 -. $25:00 
• Boxed Sets - Candy $6.00- $100.00 
• Packaged Coffee&. Tea $6.00 ~ $20.00 

LOCAL GIFT ~KIDS 

• Toys $5.00-$40.00 
• Plush $5.00- $40.00 

· • Crafts $5.00- $40.00 

LICENSED APPAREL, GIFTS & 
ACCESSORIES . 

• ·SF/Bay Area Sports Teams $10.00-
Up. 

3) PRO~lTED MERCHANDISE: Tenant understands and agrees that the following products 
or servides are not included within the Pennitted Use, without the prior written consent of. 
Director~ which consent may be granted or denied in Director's absolute and sole discretion. 

· (a) The sale or delivery of any 1uty free/in-bond merchandise. 
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(b) Any and all sales from vending machines or other mechanical devices, including but 
not limited to such items as: cigarettes, candy, maps, coffee, and soft drinks, newspapers, stamps, 
insurance policies, and dispensation of cash, money orders ~d checks. 

(c) Any and all sales of meals, and alcoholic beverages by the drink, whether for 
immediafe consumption or for public sale: . 

(d) Freshly prepared popcorn or peanuts in the shell or other baked products intended for 
immediate consumption. , 

(e) Any and all sales· or rental of telecommunications· equipment. 

(f) Adult magazines containing sexually explicit content 

4) AIRPORT WASTE MANAGEMENT PROGRAM: Tenants must comply with Airport 
Commission Rules and Regulations, which require the separation of all materials into recyclables, 
conipostables and landfill materials. All t<?nants are required to minimize materials going to 
landfill and place source separated materials in the Materials Recovery Area receptacle 
designated for that type of compostable (green bin), recyclable (blue bin) or la:ridfill (black bin) 
materiaL Via lease agreements, tenant must use certified compostable to-go containers and 
utensils. Tenantmust donate un-used food that is fit for h'\]Illan consumption to the Airport's 
food donation program to the fullest extent possible. All waste· transported from Tenant premises 
through the terminals must be contained .in a leak-proof rolling plastic utility cart and transported 
materials must remain source separated until placed in the proper color-coded bin in the Material 
Recovery Area. . . · 

5) OTHER OPERATIONAL REQUIREMENTS: 

As outlined in Tenant's proposal, Tenant shall implement. the following operational 
requirements. 

A. Customer Service Standards. Tenant commits to contract a third party to provide customer 
service trfl.ining, mystery shopping surveys and data measurements. 

B. Monitori.ng Service Standards. Tenant will employ StoreForce Solutions & Traffic Counters 
. for data collection and analysis. 

C. Customer Service Training. Training shaH include: 

,. New Hire Orientation 
• Customer Experience and Sales Training 
• Leadership University and Management Conference 
• · Professional Growth Program and Careerpathing 

D. Complaint Resolution. 
'" Customer complaints will be received -at both the store level and the corporate level by· 

Tenant's CEO. 
'" A District Manager or General Manager will personally address each complaint by 

contacting the customer by email or phone within 48 hours to rectify the situation. When 
possibie, the Management Team wi~l satisfy the co~plaint by either returning or 
replacing the merchandise or refunding the purchase. 

E. Product Quality Control . . 
• Every shipment received in Tenant distribution center will be personally inspected by 

the Quality CoJ;ltrol team and cleared for delivery . 
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F. Logistics and Defivety Control 
• All deliveries will be scheduled during approved delive1y times. and restocking the floor 

v..-ill occur when the fewest number of flights are scheduled. . 
G. Facility Maintenance. To ensure facilities are maintained in an iinpeccable manner, the 

following processes will be employed. 

• A loc~tl m· nai"i'(}na I ~iii·port-approved cleani og serv'ice is used to jJertorml'egular 
cleaning and.maintenance services. ln addition to day-to-clay cleaning functions, the 
service >vill cleari 'flooring and perform other regular maintenance on a schedule bas.is 
and/or as required to maintain impeccable facilities. Tenant facilities and maintenance 
staff will work with store operations and janitorial teams to ensure the availability of 
recycling containers for daily waste and the use of 11011-toxic c.leaners. 

• ·Mninfermnce c_on t·ri1ds are rnairttuinee:'l on' HV At:: systems. Other equipment such as 
point-of-sale hardvvare, etc., .is supported with an jnve11to1y ofparts maintained on-site. 
Softvv'are is supported with the vendor through a maintenance contract tbat 1s currently 
in place. 

• Tenant Construction and Maintenance team will make re·gvhtr. visit-s: to i!lss.e.ss .(a·cility 
C(iiJditions and proactively plan future needs. The on-site management team will engage an 
outside service to immediately perform mii10r.repai.rs. · 

• Equipmeltl Maiittenrmce/Repairs. Tenant Se1'vice Level Agreements (SLAs) .include 
ve.i1d~rs- bei11g J:eqtiil:ed to L~e· on-site at tl}~ st~re to assess, troub:leslioot an·d conipiete . 
.repairs within 72 hours of repairs being reported by the store. If parts are.needed and or 
additional visits to the store are required, vendors have 14 days to complete repairs .. For 
an emergency request Sl..As require a tech must be on site within four hours: 

• PreveJJtlfliJ'e JYfalnteJUmce. Tenant will utilize preventative maintenance for sto.res to 
' ma.intain equipment and ensure cleanliness. 

HVAC -Quarterly PM services 

Open Air Coolers - Quarterly or monthly depending on the equipment 

Janitorial Services- Frequency .is based on several factors including foot traffic, 
sales and s.ize of store. 

Fire Extinguisher- Annual inspection 

o Everyday Cleaning and Maintenance. · 

" Paint aud Othe1· Finishes. High traffic areas will be refreshed on an ongoing 
basis, including touch-up pai.ntlng on-an as-needed basis. Tenant will ~1se products 
such as ProMar® 200 Zero VOC Interior Latex Paint, which has zero VOCs. 

. ' 

" Janitol'ial Se1·vices. Tenant will con1plete monthly janitorial services that include 
floor care, and general sales floor cleaning. Additional cleaning services are 
completed on an as-needed basis. 

" Garbage Removal. Garbage will be removed out of the store on a daily basis and 
recycled/disposed of in the appropriate areas as dictated by the lease. 

" Pest Control. Tenant has a monthly pest control program, or on an 'as needed' 
basis in conjunction with neighbors. Tenant will adhere to the standards in 
accordance to The City m1d County of San Francisco (CCSF) Environment Code, 
Chapter 3. 
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,. Windows/Storefront/Doors/Signage. All windows, storefront and signage are 
cleaned inside and out weeldy and as needed, to preyent dustbuildup. 

6) PAYMENT CARD INDUSTRY (PCI) DATA SECURITYSTANDARD 
REQUIREMENTS: 

A. For purposes of this subsection, the term "Cardholder Data'! means personally identifiable · 
data about the cardhoider (i.e. the plastic card number, card expiration date in combination 
'\Vith the plastic card number; cardholder name in combination with the plastic card number 
and/or sensitive authentication data {1.Tack data/magnetic stripe, verification numbers CVV2, 
CVC2, CID, and PIN Block). This term also accounts for other personal insights gathered 
about the cardholder (i.e., addresses, telephone numbers, and so on), assigned by the card 
issuer that identifies the cardholder's account or other cardholder personal information. For 
purposes of this section, a "Tenimt'' means any person or entity that stores, processes, 
transmits or otherwise [s permitted access to Cardholder Data, while performing the 
Permitted Uses authorized in this Lease. Customer Information shall include cardholder-data 
and such other customer information as may be defined elsewhere in this Lease. 

B. As a Merchant or Service Provider as defined by the .PC! Security Council, Tenant must be 
familiar with and adhere to the Payment Card InduslTy Data Security Standards (PC! 

. .J:?SS). This requirement includes, but is not limited to, full compliance with the twelve ( 12) 
DSS SecuritY Standards as published by the PCI Security Standards Council at all times. The 
current standards may be found at https://www.pcisecuritvstandards.ondindeX..php. Tenant is 
responsible for keeping informed about any and all modifications to the PCT DSS, and shall 
validate yearly compliance with PCf DSS by completing the appropriate Self-Assessment 

·Questionnaire (SAQ) or Repot:t On Compliance (ROC) and accompanying Attestation of 
Compliance (AOC). Tenant must provide copy of the compliance validation documentation 
to San Francisco International Airport Revenue Development and Management office every 
12 months. Should at1y assessment result in evidence of non-compliance \~iith PCI DSS 
standards, Tenru1t shall immediately: ( 1) provide written notification to the Airport regarding 
the speCific compliance failures and a Remediation Action Plan Tenant intends to undertake 
to come into compliance; and (2) immediately remediate operations to come into compliance. 
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i. Tenant represents and warrants that it sl1all implement and maintain 
Payment Card Industry Data Security Standard Requirements (''PCI Data Secur)ty 
Standard Requirements") for Cardholder Dat8., as they may be amended by the PCl 
Security Standards Council from time to time. The current PCI Data Secmity Standard 
Requirements are avai.lable on the. following internet site; 
https://www.pcisecuritvsta.ndards.org/. As evidence of compliance with PC] DSS, 
Tenant shEf]l provide current evidence of compliance with these data security standards 
certified by a third party authority recognized by the payment card .industry fot·that 
purpose. 

ii. Tenant shall maintaih anci"protect in accordance with all applicable 
federal, state, local and PCI laws, t'ules and regulations the security of aJ! Cardholder 
Data wheti perl·orming the Pennitted Uses under this Lease. Tenant will use reasonable 
precautions, including but not limited to, physical, sofu¥are and nemrork security 
measures, employee screening, training, and supervision and appropriate agreements 
with employees, to prevent anyone other than City or its authorized employees ti·om 
monitoring, using, gaining access to or learning the import ofthe Cardliolder Data; 
protect appropriate copies of Cardholder Data from loss, corruption or unauthorized 
alteration; and prevent the disclosure of passwords and other access control informatiOJl 
to anyone. 

m.. Tenant shall indemni-fy, defend, protect and ho!d City harmless fi'Ofn and 
against any and all claims, losses, damages, notices and expenses, including without 
llmitation, any fines whic.b City may be required to pay, which result from Tenant's 

· breach ofthe provisio.ns ofthis Section. Without Jhnitingthe generality ofthe 
foregoing, it is expressly agreed that if City pays any fine in connection with a breach by 
Tenant of the pro,;isions of this Section, the foregoing indemnity obligation shall require 
Tenant to reimburse City the full amount of such fine within thirty (30) days of City 
delivering written notice to Tenant. of City's payment of such fine. Tenant, at its sole 
cost and ex'pense, shall fully co.operate with any inve.stigation of any data loss or other 
breach of Tenant's obligations under this Section. · 

iv. The use of Cardholder Data is specifically restricted to only those 
·applications directly pertaining to payments, 'including transaction authentication, or as 
·required by applicable law. ' · 

v: If there is a breach or inln1sion of, or otbervvise unauthorized access to 
Cardholder Data stored at or for Tei1ant, Tenant shall immediately notifY City and the 
acquiring fimincia] institution, in the manner required by the PCJ Data Security Standard 
Requirements, and provide City and the acquiring financial institutionancl their 
respective designees access to Tenant's facilities and all pertinent records to conduct an. 
audit ofTenant's compliance with the PCI Data Security Standard Requirements. 
Tenant shall fully cooperate with any audits of their facilities and records provided for in 
this paragraph. Any costs incmred as a result of the breach or audit shall be the 
responsibility of Tenant. 

vi. Tepant shall maintain appropriate business contiriuity procedures and 
systems to ensure availability and security of Cardholder Data in the event of a 
disruption, disaster or failure of Tenant's pf·imary data systems. 
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v11. Tenant's and its successors'·ancl. assigns' compliance with the ·PCI Data 
·Security Standard·Requir.ements exp;ressly survives tertJ:l,ination or (j)xpiration off4is 
u~ . . . 

. . 
vm. Destruction of Cardholder Data. must be. completed in accordiince with 

section 9 ofthe PCI DSS. · · · 
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EXHIBIT C-1 · 
FORM OF PERFORMANCE BOND FOR AJRPORT LEASES 

_______________ (Surety) 

KNOW ALL MEN BY THESE PRESENT: 

That we, as Principal, and 
_________ ,, a corporation duly organized and existing under arid by virtue of the laws of the 
State of , as Surety, are held and firmly bound unto the City and County of San 
Francisco, acting by and through its Airport Commission, as Obligee, in the smn o{ · 
-'----------Dollars.($ ·lawful money of the United States of America, to 
be paid to the City and County of San Francisco, acting by and through its Airport Commission, for 
which pay1nent, well and truly to be made, we bip.d ourselves, our heirs, executors and successors, jointly 
and severally, firmly by these presents. 

VlHEREAS, the Principal has entered into one or mo;re leases, pem1~ts, or agreements with the 
City and County of San Francisco, Airport Commission_ (collectively, the "Agreements"). 

NOW, THEREFORE, the condition of this obligation is such that if the Principal shall perform 
all terms of the Agreements (which by reference are made a part hereof), including the payment of rent or· 
fees, in accordance with the terms of such Agreements, then this obligation shall be null and void, 

. otherwise to remaiti in full force and effect; and shall be effective -----------

This bond may be caJled upon by Obligee by a notice sent to the Surety in person or by registered 
mail; overnight mail, ovenjight·courier service, or other courier service sent to our offices at: 

Any such call by Obligee shall include a statement signed by i;he Airport Director of the Airport 
Commission of the City and County of San Francisco, or his/her designee, to the effect that any of the 
following events has occurred or is continuing: 

a) Principal has defaulted under one· or more ofthe Agreements; or 

b) Principal has become insolvent, or has taken the benefit of any present or future 
insolvency.statute., or has made a general assignment for the benefit of creditors, or has 
filed a voluntary petition in bankruptcy, or a petition or answer seeking an arrangement for 
its reorganization, or the readjustment of its indebtedness under the federal bankruptcy 
laws, or under any other law or statute of the United States or any state thereof, or any 
jurisdiction available to Principal, or has consented to the appointment of a receiver, 
trustee, or liquidator of any or substantially au· of its property; or 

c) A petition under any of the federal banlcruptcy laws or an action under any present or 
future insolvency law or ,c;tatute has been filed against Principal. 

LEASE: Terminal2 Specialty Retail Lease No. 2 
TENANT:}v1RG San Francisco, LLC 
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We shall honor and pay on such call within ten (10) days after receipt. 

· We shall gi~e y~u notice in writing l:Jy registered mail af least forty~ five ( 45) days prior to the 
cancellation date, termination date or expiration· date of this bond, if any js stated, of our intention to · 
cancel, terminate, or non-renew this bond. In the event we fail to give suc.h notice promptly, then this 
bond shall be deemed renewed for an additional one-year period. 

Signed, sealed and dated this _day of ______ __, 20 . 

Principal: By: --------'---------------

Title: 

Seal: ------------------------------------------

Surecy By: -------------------------------
Company: 

Title: 

Seal: 

(Attach Notruy Public Certificate and Attorney-in-Fad form) 

LEASE: Termina\2 Specialty Retail Lease No. 2 
TENANT: MRG San Francisco, LLC 
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EXHIBIT C-2 
FORM OF LETTER OF CREDIT FOR AIRPORT LEASES 

Date ___ _ 

Airport Commissibn. 
City and County of San Francisco 
Attn: Chief Business and Finance Officer 
San Francisco Intemational Airpmt 
Intemational Terminal, No. Shoulder.Bldg., 5/F 
POBox 8097 
San Francisco, CA 94128 

Ladies and Gentlemen: 

Irrevocable Letter of Credit No. ~--

We hereby ~stablish anjrrevocable letter ofcredit in your favor in the amount of 
_________________ United Stat~s Dollars (US$ \ fo!' fue 
account of _ _,------,---,------( "Account Party"), available by your draft at sight, when 
accompanied by the following document: 

A statement signed by the Airpott Director of the Airpmt Co~ission of the City and 
County of San Francisco, or his/her designee, to the effect that ahy of the following events ·has 

· occurred or is continuing: · 

a) Account Party has defaulted under the one or more agreements with the City and County 
of San Francisco, acting by and through its Airport Commission at San Francisco 
Intemational Airport; or 

b) Account Parry has become insolvent, or has taken the benefit of any present or future 
insolvency statute, or has made a general assignment for the benefit of creditors, or has 
filed a voluntaty petition in bankruptcy, or a petition or answer seeking an arrangement for 

·its reorganization, or the readjush11ent of its· indebte¢1ness under the federal bankruptcy 
laws, or under any other law or statute of the United States or any state thereof, or any 
jurisdiction available to Account Patty, or has consented to the appointment of a receiver, 
tr·ustee, or liquidator of any or substantially all of its property; or 

c) A petition under any of the federal bankruptcy laws or an action under any present or .. 
future insolvency law or statute has been filed against Account Party. 

LEASE: Termina12 SpecialtyRetai!LeaseNo. 2 
TENANT: MRG San Francisco, LLC 
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Drafts drawn under and in compliance with the terms of this letter of credit will be duly honored 
by us upon presentation ~d delivery of the statement specified above. Partial draws are permitted. Such 
drafts may be presented in person or by registered mail, oyemight mail, overnight courier service, or other 
courier service sent to our offices at: 

We shall give you notice in writing by registered mail at least forty-five (45) days prior to the 
cancellation date. or expiration date of this letter of credit, if any is stated, of our intention to cancel or 
non-renew this letter of credit. In the event we fail to give such notice promptly, then this letter of credit 
shall be deemed renewed for ~additional one-year period. Subject to the foregoing, this letter of credit 
shall expire on 20 . r-· 

- LEASKTerrnimil2SpeCialtyRetailLea-seNo. 2 
TENANT: MRG San Francisco, LLC -

Sincerely, 
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A .. GENERAL INFORMATION . 

1. .GOVERNING CODES AND REQUIREMENTS 

. All Construction work performed. at the San Francisco International Airport (SFO) shall 
comply with the requ:iTements of the current California Code Regulations (CCR), Title 
24, andAmericans with Disability Act (ADA). The work must also comply with the 
requh·ements of the SFO Tenant Improvement Guide (TIG), a supplemental Ai:iport 
document governiri.g some aspects of Tenant construction, the Califorma Unifmm Retail 
Food Facilities Law (CURFFL) and the te1ms and conditions of the Lease, including but 
·not limited to Section 7 [Investments; Alterations]. 

Tenants must obtain approval from the SFO Infrastructure Review Committee (IRC) and 
a building permit from SFO Building Inspection and Code Enforcement (BICE). Food 
and Beverage Concessions must coinplete plan review and o !Jtain a Health Permit from 
.the San Mateo County Environmental Health Department. Tenants are encouraged to 
secure a Green Business Certificate from the County of San Mateo. 

Design of Concessions Tenant improvements shall be developed in accordance with. the 
Design Review Committee Guidelines. 

2. RIGHTS OF WAY 

Anv Tenant will need to obtain annroval from ruw other.tenants whose leased Premises 
.... • ,.l.,.J.. . .. ... 

lie above or below occupied or restt'icted space to accommodate Tenant's mechanical 
equipment and grease exhaust system. Tenant plumbing and waste lines will not be 
allowed to cross above or go through Special Systems or Tenant Wiring Rooms. These 
paths of travel will need to be reviewed with BICE for acceptance. 

3. EXISTING UTILITY RESPONSIBILITY 

Tenant is responsible tp remove any and all abandoned or no longer in use utilities within 
the leasable footprint including above and below the tenant space. 

a. Electrical 

Upon approval of a shutdoWn. request from SFO the br~akers and all associated 
wiring shall be removed from the entire i1m and a pull stt'ing shall be installed with 
this operation. The conduit may remain from the distribution panel to within 2' 
outside the tenant lease line. The conduit end outside the tenant space shall be capped 
and both ends of the coridujt 11Jll shall be labeled with the panel location number and 
te1minated space identification number. Any existing J box or pull can that will 
remain in the space shall be accessible and the box IDformation shall be preserved on 
the box. · 

b. Data 

Any existing phone or box that has been identified and confumed with ITT as not in 
use nor serving any other spaces the tenant may remove it. All the cabling shall be 
removed from the conduit to the point of origin and a pull. smng shall be installed 
with this operation. The conduit shall be removed from the tenant space to a point of 
2' outside the lease line and capped. B<?th ends ofthi·s abandoned conduit shall be 

. LEASE: Tenninal2 Specialty Retail Lease No. 2 

TENANT: MRG San Francisco, LLC 
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identified with the location of the data room and the terminated space identification 
number. Any J box or pull can remaining within the tenant space shall be accessible 
·and the box information shall be preserved on the box. 

c. Plumbing . 

The Tenant assumes responsible to remove any and all abandon sanitary, grease 
waste or vent lines that were previously left within the leasable space, which includes 
above and below the tenant space. Tenant shall maintain the identification and access 
of any valve that can't be relocated outside of the tenant space. 

d. Mechanicl'!.l 

. Any and all pneumatic lines or equipm~nt that are confi1med to be ·not reused within 
the tenants space shall be removed and the Tenant shall properly plug off the unused 
lines at the source as to keep the base building system operational. All unit · 
identification shall be maintaining on any rem::dning units. 

B. BUILDING SYSTEMS 

1. PLUMBING 

a. Domestic COLDWATER 

Potable cold water will be available to Food and Beverage. Tenant water usage is 
metered by the Airport anci the meter is provided and installed by the Airport. Tenant 
shall extend water service to and within the demised premises as needed. Tenant's 
domestic water system must be chlorinated and approved prior to connection to the · 
Airport's water system. Hot water shall be provided by the Tenant. 

b. Sanitary SEWER 

The Tenant is responsibkto replace all piping from every fixture connection to the 
wye connection of the mai~ branch line. All n.ew piping shall be of materials that will 
not be adversely effected by waste'being introduced into the system, special 
consideration shall be given to all waste fi·om bars; soda fountain and juicers .. All 
piping shall be labeled including tenant space name & number every 1 0 feet and at 
point of connections. 

c. Grease WASTE 

The Tenant is responsible to replace all p.iping from every fixture connection to the 
wye connection of the main branch line. The Tenant is responsible for installing and 
maintaining a complete grease waste interceptor system if the existing space is not · 
equipped with one. There are two locations for the interceptor; within the kitchen 
using model (Thermaco Big Dipper System or approved equal) or at an SFO 
approved location on the ramp. The Tenant contractor shall perform confnmation 
dye testing for any interceptodnstallations at locations where above ground sanitary 
connections are not present. The Airport will determine which type of interceptor is 
required depending on the anticipated grease production of the restaurant. 'New 
piping shall be of materials that will not allow grease to coat the interior of the pipe. 

LEASE: Terminal2 Specialty Retail Lease No.2_ 
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All piping shall be labded including tenant space name & number every 10 feet and 
at point of connections. The GI unit itself shall have a plaque with the space name & 
number including a 24-hour contact number attached to it.. · 
. . . 

d. Natural GAS 

General. SFO is committed to reducing greenhouse gas emissions across its 
operations, including among its tenants. The Airpmt operates usl.ng SF Public 

· Utilities Commission greenhquse gas-free electric power and promotes the use of 
electric commercial cooking equipment over emission-intensive.naiural gas 
alternatives. Natural gas will be provided upori request to tenants operating 
concessions designated as food and beverage tenants and other select tenant locations 
within the Teinunal. Food and beverage uses designated as Specialty Coffee or Cafe 
will not have gas service available. 

The airport system is designed to support up to 1,500,000 btu!hr at 0.25 psig. The 
natural gas system operates at 7" water column or 0.25 psig pressure and is available 
at tenant lease line. Tenant is responsible for the purchase and installation of a SFO 
approved gas meter and e:x.tending·the gas. service froTh the PO.C in the gas meter 
room into the demised premj.ses as needed and acquiring an acceptance green tag for 
the installed system from BICE ... The Tenant gas usage is metered by the-Airport. 
Labeling of this line with the space name and number is re.quired every 1 0 feet and at 
point of connection. 

TenillJ.t must ~so submit to the ZERO Co:m.i:llittee an executed PG&E Authoii.zation 
tq Receive Customer Jnfmrnation to allow the Airpmt's tracking of natural gas used . 
onsite, illJ.d keep such authorization active during the term of the tenancy. 

2. J;i'IRE SPRINKLERS 

The Aiiport will provide a "wet type" Fire Sprinkler System complying with the 
requirements of the NfPA 13 and the Airport' Fire Marshal. The Tenant shall install a 
hydraulically calculated fire sprinkler system throughout the leased premises, reviewed 
2ind approved by the Airpmt Fire. Marshal. Sprinklers· shall.be concealed or flush pendant 
quick response type heads. Tamper switches shall be provided for all valves no11nally in 

·the open position and shall be PPDT self-storing type devices. All components of the fire 
sprinlder. system shall be UL listed. The tenant's subcontractor is required to submit a · 
shutdown request 3 days prior of any scheduled work perforrn.ed on the Airport sprinkler 
system. 

. . 
3. HV AC SYSTEMS & CONTROLS 

The Terininal is serviced by a central heating, ventilation and air conditioning· (HV A C) · 
·system. The system is a variable volume conditioned air system fed from multiple air . 
handlers. Retum air shall have transfer air duct from each tenant space to ceiling return 

. air plenum. The supply air system allowance at 63 °F and.1.1 CFM per square foot. The 
.tenant is required to have their mechanical engineer of record provide a letter to the 
SFFD stating that their system wili not affect the base building smoke control system. 
Tenant spaces shall be designed for overhead supply air system (mixing ventilation) or 
for displacement ventilation depending on location within the Terminal (refer to utility 

LEASE: Terminal2 Specialty Retail Lease No.2 
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point of connection; drawings). Hot Water piping is available for re-heat coils at 
temperatures at 15oo·(secondary side). Victaulic couplings will not be permitted on hot 

. water system. TenaJ;J.t will connect Tenant's HV AC system at the designated location(s) 
of the base building's conditioned supply air duct system and extend system as necessary 
throughout the leased premises providing VA V terminal boxes and necessary DDC 
controls to maintain proper temperature and maximize energy conservation in the space. 
Should Tenants need additional tempered air beyond the capacity of the base building 
system, Tenants must install their own supplemental rooftop equipment at an approved 

·Airport location. The Tenant is responsible to contract with a licensed roofing contractor 
for any repairs to the roof. The food service Tenants are responsible for providing make
up air system interlocked with the Tenant's grease exhaust system so that the exhaust 
system cannot operate without the make-up air system operating. The Tenant's HV AC 
design shall comply with the TIG and building codes. Tenant shall also be responsible 
for compliance with SFO sustainable goals and objectives. HVAC design shall comply 
with LEED standards and California Title 24 for energy efficiency and air quality. To 
control odor migration, the make-up air system is to be designed such that the make-up 
air quan~ity plus outside air c:apacity-ofthe Tenant's HV AC system equals 80 percent of 
the exhaust air quantity. The Tenant's premises (enclosed spaces) are to be 0.05" water 
column negative pressure witl). respect to the terminal or concomse area. Tenant's 
mechanical equipment shall be sound and vibration attenuated. The Tenant shall submit 
plans, specifications and load calculations to BICE for permitting. The Tenant shall 
prepare an Air Balance Repott for its mechanical systems as part of the required BICE 
permit closeout submittals. Tenant is required to use a licensed air balancing 

·subcontractor. 

a. Grease EXHAUST 

.Where required, a Tenant will install a grease exhaust system "Smog Hog". that 
complies with NFP A 96, CBC, CMC and CHC requirements, including hood design, 
duct design, equipment mounting requirements and fire extinguishing system. The 
hoods must be UL rated, IR approved capable of capturing 90% of the grease fi:om 
the exhaust air at the hood. Tenant is responsible for the maintenance of the grease 
exhaust" systems. As part of the BICE per:niitting process, the system manufacturer 
must warrant in writing that the proposed system will extract, at a minimum, 90% of 
the air laden grease prior to the issuance of a building permit. The Airport will work 
with Tenants to determine an appropriate location for Tenant's roof penetration. 
Screening of this equipment will need to be provided by the tenant and reviewed by 
the DRC. The T~nant is responsible to contract with a licensed roofing contractor for 
any repairs to the base building roof and include a complete walk off mat route 
around all roof equipment for maintenance. 

4. ELECTRICAL 

The Tenant will"receive either a 3 phase, 4 wire 277/480V or 120/208 electri~al service 
for theit spaces fed from a Tenant Metering Switchboard .located in the Airport Metering 
Room. Tenants will be allowed a connected maximum load of 72W per square foot in 
food preparation ru:eas and a maximum of 15W per square foot in seating ru:eas. The 
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Tenant shall provide all electrical inf01matiort on proposed Tenant equipment to BICE to 
verify the actual load with the available servk~. The tenant shall provide documentation 
to SFO that the existing breaker, shut trip, and relay has been tested and certified prior to· 
its reuse in the existing distribution geru·. 

If the Tenant requires electrical service greater than noted above, Airport staff will work 
with the Tenant's Designer on a case by case basis to provide the capacity required. Any 
additional electrical equipment and associated work necessru')' to accommodate the 
request shall be provided' by the tenant. Emergency electrical power will NOT be 
available for Tenant use. Emergency lighting shall be designed using devices approved 
under the applicable codes. If an existing space has any SFO emergency circuits within 
their: space the tenant electrical contractor will need to remove these circuits to the closest 
junctimi.box outside oftheir space and have it approved by BICK 

Tenant shall be responsible for procurement and installation of all other work required to 
provide a complete electrical distribution syste:rp.· including feeder circuit breakers and 
electrical meter circuit transformers (CT's) in the Airp01t's Tenant Metering Switchboard 
and feeder wiring from the Switchboard to the Tenant's Distribution PaneJ. 

The Airport will install the Tenant Meter and energize the service to the space upon 
BICE approval of the Tenant's elecu·ical system installation. Tenant will contact the 

· Agp9.~! .. ~~e~t:rical.$_l~?.P.~t.. (6? 0). 82,1 ~51,??.. t?. .. ?.<?b.:e41l.j~ .. TI.i:St~1!ltf.o~. <?f.:tJ.l:e .. S.f.O P.i.cwided 
meter into the metering panel after the Tenant's ~leci:tical system bas been approved by 
BICE Inspecto~s. · 

· a. Equipment REQUIREMENTS 

Note that the· Airport specifies all products to be installed shall match the Airport 
Electrical Rooms existing equipment including, but not limited to the following: 

For a 277 /480V eiectJ:ical service .connection, the Tenant shall install a maximum o{ 
· 200A feeder circuit breaker in the Tenant Metering Switchboard. Ground fau~t 
breakers within the Airport's 277/480V Tenant Mete1ing Switchboard shall be Square 
D model Power Pact type HJ with GFM (ground fault module add-on) or match the 
existing panel gear. The Tenant may u·ansfotm the 480V service to another voltage 
from the Tenant's Disi:t;ibution.Panel. Tenant's Distribution Panel. and all other 
Tenant installed electrical equipment shall be located within the lease. line as 
indicated on the Tenant's lease outline drawings. Or an approved Electrical closet 
designated for tenant equipment · . . 

For a 120/208Velectrical service connection, the Tenant shall install a maximum 
·SOA feeder circuit breaker in the Tenant Metering Switchboard. Breakers within the 
Airport's Tenant Metering Switchboard shall be SquareD model SE RET, or match 
the existing panel gear. Tenant's Distribution Panel and all other Tenant installed 
electrical equipment shall be located within the lease line as indicated on the) Tenant's 
lease outline drawings. 

Elttctrical meter circuit transfotmers (CTs) ru·e sized according to the serviCe load: 
for lOOA service use 100:5 CT. CT wiring should be lengthened when necessary 
with color coded twisted pair #16 gauge using butt splices (not wire nuts) and clearly 

LEASE: Tenninal2 Specialty Retail Lease No.2 

TENANT: MRG San Francisco; LLC 

ExhibitD" Page 7 of18 

908 



labeled where terminated at the shorting block. CT ratio shall be labeled at the 
shorting block where the CTs m:e terminated. 

5. FIRE ALARM 

Tenants shall provide a fire alarm system and terminal box inside their premises and 
connect all required fire almm ·devices to allow for Airport monitoring and control 
functions ofboth the Airport's and the Tenant's fire alarm system. Tenant is required to 
design towards the latest NFPA 72 requirements and the TIG use the smne fire alarm 
system as the base building's fire alarin system (Simplex) and must be able to 
communicate with the base building Fire Alm:m Control Panel (F ACP). Tenant must use 
the base building fire alarm.subcontractor (Simplex) for all FA tie-ins to the base building 
fire alarm system. Tenants shall meet interim fire alarm requirements a:nd conditions per 
the TIG until Tenant's system is tied-in to the base building fire ala1m system. 

" ITB- BNA BNG are Class A for strobe and mapnet devices. · 

e The remaining Terminal Buildings are Class B . 

6. TELECOMMUNICATIONS & DATA 

The Airport's Information Technology and Telecommunication Department (iTT) 
provide a multitude of Shared Tenant Services (STS) via Airport Infrastructure and 
Network Transport. Services include, voice grade sm:Yices, DSl to OC12 SONET 
Transport, Ethmnet Connectivity, Common Use Connectivity and DirecTV and/or 
Com cast Cable' TV Services throughout the Airport Campus. 

For all Tenant IT service requests (Move, Ads or Changes)contact the Airport ITT 
Provisioning Group at 650'"'821-BELP (43S.7) Option 1, or sfohelpdesk@flysfo.com. 

The Tenant is responsible for the installation of their Telecommunication and Data 
System throughout the leased premises and or utilizing the existing conduit or providing 
a new conduit from the leased premises to the designated Airport Tenant Wiring Closet 
(TWC) and/or Special Systems Room (SSR). Any necessary equipment must be housed 
within the leased premises. General technical recommendations on Voice and Data· 
Cabling at SFO are as follows: 

a. Copper Feeder Cable from the Tenant space for Voice and-SONET Transpo1t 
. Service: the Tenant' is recommended to furnish and install a single25 pair (or 

greater) copper feeder cable, inside _of a 2" (or greater) conduit, from the Airport 
TWC and/or SSR to a backboard located inside ofthe Tenant space. 

b. The 25-pair cable inside of the Aiq)ort TWC and/or SSR will need to be terminated 
on an Airpo1t provided 11 Oor 66 style termination block by the Tenant The location 
of where the Tenant can tenninate their feeder cable inside of the Airpmt's TWC 
and/or SSR will be designated by SFO's ITT Department (650) 821-4361. Inside of 
the Tenanf s space, it is recommended that the feeder cable be tenninated on a 66 or 
110 style termination block. The Tenant shall install the te1mination block on an 
accessible communication backboru·d or 19-inch relay rack. 
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c. IfEthemet/Intemet Services will be required within the Tenant space, in addition to . 
the Voice Feeder Cable, individual CAT 5e/6/6A Data Cables or Single Mode I 
Multi Mode fiber shall be installed in the supplied utility stub for communications so 
Data services from SFO can be distributed into this space. If more than four ( 4) 
individual intemet connections are required, then a network switch shall be ·installed 
in the Tenant space which can be fed by Fiber or Copper to the closest Airpmt TWC 
and/or SSR for Ethemet/Intemet Service. The necessity of installing any 
combination of these cables and how and where to terminate them within the 
designated Aitport TWC and/or SSR shall be discussed with SFO' s ITT bepmtment 
(65q) 821~4361. 

d. The individual CAT5e/f?/6A and/or Single Mode/Multi Mode Fiber· cabling inside of 
the Airport TWC andlo1' SSR will need to be ternrinated on an Airport provided 
Ethernet Patch Panel arid/or Fiber LID by the Tenant unless otherwise dire9ted by 
SFO ITT. The location ofwhere the Tenant can: terminate their cable inside of the 
Aitport's TWC will be designated by SFO's ITT Department (650) 821-4~61. Inside . 
of the Tenant's space, it is recominended that the cable be terminated on Ethernet 
Patch Panels and/or Fiber LID's on an accessible communication backboard or 19~ 
inch relay rack. 

Copper Station Cabling Inside of a Tenant Space: The Tenant is required to fumish.and 
m. ~-~-~.11 ~"o (1 \ 0 A 'T' C:."'!.C!r. A c~"hlc •·c-- ~·~~·~~ ~r ;l~-~-~ :~~lr : .. ~:_;t.,. tb~ 'T'~~n""t'N M-mc"' A 11 

i::Jl..a..t VJ..l.V \l.) V£:\..1.. JV/V(V.cl... Cl.U . J!V.l YUJ.V? V LJ.O.LO..jO.Lt.l\...J..lJ.\:J.l\J.V JJ .. ,... ..!.Ul..lCU.l t:) opc.t. \,.., £)... .l 

voice CAT 5e cables should be terminated on the same block as the Tenant's feeder 
cable. All Data CAT 5e/6/6A cab~es should be terminated on a patch panel or a mult( 
port surface mount. block close to the Tenant's netw~rk equip:rn.ent. The Airport · 
reconlm.ends the installation oftwo (2) Voice CAT 5e and two (2) Data CAT 5e/6/6A 
Cables per communications outlet. 

Coaxial Cable for Cable TV Se~ice: If the Tenant requires Cable TV Services inside of 
their space, they will need to install the following to get service from the Airport'.s HDTV 
Service Provider who is the sole provider of TV Services at SFO. Inside of the same 2" 
Telecommunication Conduit feeding the designated Tenant Space frorri the closest 
Airpmt TWC and/or SSR, the Tenant will need to furnish and install a single RG-11 or 
RG-6quad-shielded Coaxial Cable (which w1ll be dictated by SFO due to distance and 
quantities Of devices) to a backboard that is located inside ofthe Tenant space. This . 
cable will be u,sed to distribute TV services to up to dght (8) receivers within the same 
Tenant space. If more than eight (8) receivers within the same Tenant space are required, 
a second RG-11 quad-shielded Coaxial Cable will have to be installed by the Tenant. 

The Tenant needs to provide the following Communication Drawings within their BICE . 
Submittal pack~ge: 

a. The location of the Tenant CommUnications Backboard, Voice, Data and Cable TV 
outlets with call outs inside of their proposed space. . · 

b. A single line riser diagram showing the conduit(s) run from the Tenant space to the 
designated Airport TWC and/or SSR, including what will be installed in the conduit. 
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. 7. Sou~ WASTE MANAGEMENT 

· The Ahport is required by City Ordinance achieving zero waste by 2020. Tenants are 
· required to cooperate with the Airpmt to maximize the rate of solid waste recycling and 
source separation. 

Tenants shall maximize recycling and composting within their leasehold by providing 
separate, labeled containers for recyclables, compostable, and landfill waste/trash. 
Tenants shall source separate each type of material in the designated recycling, compost, 
or landfill waste/irash container and shall be responsible for ensuring that all employees 
and patrons do the same. Tenants are prohibited from.disposing of recyclable or 
compostable items into any landfill wasteitrash compactor or container anywhere in the 
Airport including, but not limited to, their leasehold and designated Materials Recovery 
Area. Tenant is required to minimize solid waste to landfill and maximize composting 
and recycling arid shall submit to the ZERO Committee a Zero Waste Management Plan 
to achieve zero waste from its operations. Tenant shall design the space for source. 
separation of the following materials: (a) Compostable; (b) Recyclable; (c) Cardboard; 
and (d) Landfill. Tenant is required to ·provide recycling, com posting and landfill 

. !'eceptacles within its Premises and shall ensure these source separated materials are 
deposited in the appropriate colleCtion container within the designated courtyard I 
Materials Recovery Area. · · 

8. COOKING OIL WASTE 

Tiie Ai1port will provide a cooking oil storage tank serviced under contract to the Ahport. 
Food and Beverage Tenants are required to purchase model2500C Casino Oil Caddy 
from Darling Intemational to transport cooking oil waste from theh·ldtchens to the ·· 
storage tanks. Tenants shall be responsible to·transport caddy oil material from theh'. · 
kitchen to the storage tank location. Caddies are available from Darling Intemational at 
(415) 647~4890, or http://www.darlingii.com/Us~dOilStorage.aspx.· 

9. TENANT DOORS AND LOCKS 

T~ Tena:llt is. responsible for maintaining the -rating of all of their base-building doors. 
Spaces with existing store front glass doors may be reused but will be the sole · 
responsibility ofthe tenant to maintain them or remove to replace with an approved equal 
type glass door. Any modification of a door by the tenant which changes the rating of a 
dooi' is prohibited. It will be the responsibility of the tenant to furnish and install a 
replacement door of equal or greater quality, to replace any base-building door which 
they may have modified for their own use. Any added.doors, door hardware or 
modifications to doors which open on public, or s~cure common areas such as lobbies, 
tenant co1tidors and storage areas, must match the existing SFIA hardware in app'earance 
and standard. Cylindrical and tubular locks, or any lock requiring an ANSI 161 prep, are 
prohibited. Only mortise locks are :rermitted. 

Locks must conf01m to the SFIA standard: 

s SCHLAGE L-9000 Series, with 17 A lever trim and 630 or 318 finish 
e VON DUPRIN 98, 98XP or 35 Series panic devices 
e SARGENT S2 Series mortise cipher locks 
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No SFIA lock or security device shall.be removed, or altered in any way without the 
written consent ofthe SFIA Lock shop. Installation of doors and locks will follow the 
standards established by the Airport Carpenter and Locksmith Shops. It is the tenant's 
responsibility to inform your locksmith contractors ofthe standards. All locks which are 
for the exclusive use of the tenant shall be rekeyed and combinated by the tenant's 
locksmith, unless the Air:Port requires access, or if the door accesses a secure or sterile 
area. 

C. TENANT LEASEHOLD DESIGN AND CONSTRUCTION 

1. GENERAL 

Tenant shall design, engineer and const.tuct, at its sole expense, all improvements and 
alterations nec~ssary'for Tenant to conduct the Permitted Use in the Premises, in · 
accordance with all applicable Laws, Codes and other requirements. Workshops and 
meetings are delineated herein that will provide information about the process, criteria 
and.schedule that should enable Tenants and their Consultants to accomplish their 
responsibilities in a timely, cost effective manner. It is the Tenant's responsibility to 
manage their project, consultants and contractors. Attendance at all workshops and 
meetings is mandatory. 

2. D.!!:SIGN 

Plan Development and Approvals. The Tenant shall engage architectural/engineering . 
professionals licensed by the State of California, experienced in food, retail or other. 
concession service design to prepare Tenant's leasehold. improvement plans. ';fhe Tenant 
is responsible for obtaining all necessary approvals including Airport Design Review · 
Co.rnruittee (DRC) design approval, SFO Infrast.tucture Review Committee approval 
(IRC), building permit issued by Building'Inspection and Code Enforcement (BICE), and 
a Health permit issued by the S?Jl Mateo County Environniental Health Department when 
required. BICE will not accept an application for a b1_1ilding.permit withou~ prior design 
approval by the Airport's DRC and IRC. Tenant is required to comply with the Airpmt's 
sustainability requirements as fmther detailed below, which must be coordinated with the 
Airpmt's ZERO committee. 

a. Lease Outlines. The Airport will dist.t·ibute J:enant Lease Outline Drawings to 
enable Tenant's design cqnsultants to prepare Tenant's leasehold improvement. 
plans. · · 

b. Tenant Verification of Existing· Conditions. Tenant shall physically survey the 
demised premises at the earliest O:ppmtunity after signing of Tenant Lease to 
verify existing conditions and acknowledge the results in writing on an Airpmt-
provided fmm. · · 

c. Tenant Signage Requirements. Tenants shall submit to the DRC for review 
graphics for their blade and storefront signage logos. . 

d. Design Review Committee Approval. Upon completion of Tenant's leasehold 
design, Tenaut shall submit plans for review by Rev~nue Development and· 
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Management (RDM) Property Manager. Property Manager will review plans to 
ensure Tenant's design meets space requirements and Pennitted Use as defined in 
Tenanfs Lease. The Property Manager will then schedule a DRC meeting 
wherein the Tenant will present initial renderings and material boards. Tenants 
shall complete the design1'eview process in a timely mmmer and the Airport will 
provide Tenants with the estimated opening date upon signing of Tenant's lease · 
and will info1m Tenant in writing of any changes to said date. 

e. ZERO Committee Approval. SFO's ZERO (Zero Energy & Resilient 
Outcomes) Committee is responsible foi' ensuring all projects align with the 
Guiding Principles of Sustainability and contribute to the attainment of the 
Airport's 5-Y em· Strategic Plan goals of becoming a zero net energy, zero carbon 
and zero waste to landfill campus. To that end, Tenants must electronically 

· submit a Sustainability Project N atnitive (noting areas of aligru::llent with SFO' s 
Guiding Principles of Sustainability and SFO' s Sustainable Planning, Design and 
Construction Guidelines), Green Business Checldist, LEED Scorecard (SF GS-6 
Form representing the project's LEED Checldist, CALGreen Checldist), Energy 

. Performance Target, and a Construction and Demolition Debris Management Plan 
(CDDMP) to the ZERO Committee for review during schematic design. Tenant 
will present these materials to the ZERO Committee Tenant Sub-Committee and 
be expected to provide a Final Diversion Repmt (Construction and Demolition 
Debris Report), PG&E Authorization to Receive Customer Information, Final 
LEED Scorecard and other materials as requested by the ZERO Committee. . 
Sustainability requirements are more defined in Section C.4 herein. A Zero 
Committ~e application shall be submitted to the Property Manager who will 
fmward it to the Zero Committee's Tenant Sub-Coinmittee for review. 

f. Infrastructure Review Committee Approval. Concu1Tent.with the DRC review 
process, Tenant shall submit a scope of work to the IRC on the appropriate form. 
The IRC will review Tenant infrastructure projects for compliance to Airport 
standards, iules and regulations and will ensme the protection of the Airport's 
infrastructure: · 

g. BICE Review and Permitting. Tenant shall submit complete Construction 
Documents to BICE for.review and pennitting. BICE will ~·eview Tenant's plans 
for confmmance with local, state and federal code requirements as defined in Pmt 

· 1 A. Goveming Codes. Upon satisfaction ofBICE reviews and· requirements, 
including submittal of the "Conformed Drawings" in AutoCAD.DWG version 
2002 or hlgher, Tenant will be issued building pennit. Construction inspection 
requirements will be defined in the Building Pennit. Tenant ~hall provide the· · 
Tenant Coordinator with one Yz size set and one electronic set of permit drawings 
prior to starting ·consttuction on site. . 

h. San Mateo County Health Permit. Food and Beverage Concessions shall 
submit an applicition to the County of San Mateo for a Health Permit, concu11'ent 
with thejr BICE review. San Mateo County Health Permit requirements and 
processes can be. found at v-rww.co.samnateo.ca.us. 
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1. ABC Liquor License Permit.. Tenants seeldng a transfer, renewal, or new 
Liquor License may. go to: http://www.abc.ca.gov/. Infmmation regarding 
zoning as it applies to ABC forms, contact Tiare Pena at the San Mateo County 
Planning Depruimerit (650) 363~18?0. Posting of liquor license notices shall :be 

· coordinated with the Tenant Coordinator. 

3. CONSTRUCTION 

a. Notice That Premises Are Ready For Tena~t's Work The Airpmi shall 
provide written notification to Tenant that the tenant premises ru·e ready for 
Tenant's Work. Tenant will physically survey the premises with a representative 
of the Ahpoli and acknowledge jn writing to the Ahpoti that the space is 
acceptable. 

b. Tenant Contractor Insurance. 

i. Insurance. Prior to the issuan~e of a buildh1g permit fi:om SFIA's 
Building Inspection and Code Enforcement (BICE) Tenant Contractor 
shall provide proof of the following insurance: 

1. Wo~·kers' Compensation Insurance with Employer's Liability · 
limits not less than $1,000,000 each accident, illness or injury. 

2 CommerciRl GenerRl Li11bility lmiunmce with limits not less than 
. $1,000,000 each occunence Combined Single Limit for Bodily 

Injury and Prope1iy ])amage, including Contractual Liability, 
Personal h;tjury, Products Liability and Completed Operations 
Coverage's. 

3. Commercial Automobile Liability Insmance with limits not less 
than $2,000,000 each occunence Combined Single Limit for 
Bodily Injury and Property Damage,. including Employer's 
non-ownership liability and hhed auto coverage's. 

4. Builder's Risk Insmru1ce on an all risk fo1m, with coverage and 
limits equal to one hoodred percent (1 00%) of the completed value 
t~ date ofthe work to be completed under this Tenant Work Letter. 

c. Local Hiring Ordinance. Per the San Francisco Local Hiring Ordinance (LHO), · 
construction cannot strut on any projects with an estimated cost of $750,000 or 
more, until the Tenant has submitted the appropriate ~o1ms to the Allport 
Employment Quality & Standards office. · · 

d. Preconstruction Meeting. Tenant and Tenant's contractor shall attend a 
preconstruction meeting on site prior to beginning construction. 

e. Construction Coordination Meetings. Tenant and/or' Tenant's contractor is 
required to attend construction coordination meetings to ensure coordination. of 
Tenant wodc and related SFO tenants. · 

f. Construction Safety. ·Tenant)s contractors will comply with all local, state and 
federal OSHA guidelines to support San Francisco Intetnational Ahpmi's core 
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value "Safety and S~curity is our first priority." All tenant contractors shall 
pi·esent a jobsite constmction safety program to the tenant coordinator. prior to 
startmg a:ily work at SFO. . · 

g. Deliveries. All·Tenant deliveries will be coordimited with ADM and Airport 
Operations during the weekly construction meeting. 

h. Airport ID Badging. All construction workers are required to have an Airport 
ID badge. while working at the airport. 

i. Tenant Construction Schedule. Tenant shall submit a constmction schedule at 
the preconstruction meeting. Tenant shall submit schedule updates to the Tenant 
Coordinator on a monthly basis until completion of Tenant Work. 

j. Barricades. Upon receipt of notification from the Airport that the premises are 
ready for Tenant Work, Tenant shall install a construction barricade along 
openings at the-lease line. Tenant is responsible for maintenance, demolition, and · 
disposal at completion of Tenant Work. Tenant is responsible for mitigation dust 
control. 

k. Security. Tenants and Tenant contractors are !esponsible for storing and security 
of all equipment and materials within the construction site. 

1. Demolition, Cutting, Patching, and Fireproofing. The Tenant will notify the 
tenant coordinator at least one week in advance of any demolition, cutting and or 
patching that may be necessary outside the confines of the leased premises to 
facilitate Tenant's construction. The Tenant-is responsible for maintaining the 
integrity of any required fire caulking and fireproofing within the confines of the 
leased premises .. Any fireproofing that is removed by the Tenant or its 
subcontractors will need to be repaired by a licensed. fireproofing subcontractor at 
the soul cost to the tenant. It is the tenants responsible for keeping the exterior 
floor and areas adjacent to the construction banicade clean and free of dust and 
debris. 

m. Ceilings and acc~ss Doors. Tenant shall install finish ceilings throughout the 
premises. Tenant is responsible for providing access doors to any base building 
systems that may exist within the demised premises. 

n. Floor Finishes. Tenant shall install finish flooring throughout the leased 
. premises. Tenant shall install a waterproof membrane under. Tenant's finish 
·flooring in all areas that have water service, such as kitchens, bars, etc. Tenants' 
finished floor shall conform to adjoining Airport floor finishes. 

o. As-Built Drawings. One (1) set of as-built drawmgs depicting the fire sprinkler 
and fire alarm system: must be submitted in electronic AutoCAD.DWG.format to 
BICE within 30 days of issuance of the Temporary Certificate of Occupancy 
(TCO). One (1) set of all other as-built drawings must be submitted in electronic 
CAD fotmat to the designated Ait:port Property Manager within ninety (90) days 
.of issuance of TOC. Electronic files on either a CD or Travel Disk in CAD 
format should be mailed to the Tenants' Property Manager at: Revenue 
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Development and Management, San Francisco International Airport, 575 North 
McDonnell Road, Suite 3~329, San Francisco, CA. 94128. 

p. Indemnity. Tenant's release and indemnification of Airport as set forth in 
Sections 12.1 and 12.2ofthe Lease also shall apply with respect to any'and all 
Losses related in any way to any act or omission of Tenant, its contractor, 
subcontractor, engineer, consultant, employee or agent, or anyone directly or 
indirectly employed by any ofthem, with respect to Tenant's Wo;rk, orin 
connection with Tenant's non-payment of any amount arising out of or related to 
1 enant' s Work. · 

q. Sustainability Requirements. SFO is committed to pruQ.ent environmental . 
stewardship and has integrated sustainable planning, design, construction, and 
operational strategies into its physical facilities. It is anticipated that this process 
will result in exc;eptional project outcomes that provide long-te1m positive 
envi!onmental, social, and financial benefits. Tenant is encouraged to contribute 
to these sustainable development efforts, and to use creative and innovative . 
design, construction, and operational strategies to create aesthetically pleasing and 
environmentally responsible space in alignment with SFO.'s sustainability goals. 

(1.) All tenants are required to comply with the following: 

A.. ~ll<>t.om'· .<~1:-111+.,1\.To,.,..<lt1~r,.; T .. -no-nf. "hall·r"'v-i"'u' ~F()'ci <>11<>.h1-t:>;-~b11-i+v CTf"\!'11<! ~ ,__. ........ >,.-!.. ......... tJ ............... t) ... ,..:..u..i.. ...... \..J... I...... .s.. ............ .:_w..... ...... ._.I ......... fT ,_, ......., >-,J ......................... :..;J..:.l._ ....... ...... J D .............. ~ 

and guidelines and shall submit to the Airport for ZERO Committee 
approval a nmTative describing how Tenant's design and operations will 
meet these goals and guidelines. Relevant N:sPmt documents include: 

(i.) Guiding Principles of Sustainability as described in San 
Francisco Intemational Airport's Delivel'ing Exceptional Projects 
-Our Guiding Principles (pg. 49-54), located at 
http://www.sfoconstruction.com/. · 

(ii.) SFO Sustainable Planning, Design and Construction Guidelines 
located at http://Ww-w.flysfo.com/corirrnunity
environment/envirorimental-sustainability-reports. 

b. California Building Standards: Tenant shall provide documentation to the 
ZERO Committee to demonsu·ate compliance with the California Building 
Standards Code (Califomia Code of Regulations (CCR) Title 24) Pmt .6 
(Energy) and Part 11 (CALG1:een). 

c. LEED Scorecard: Tenant shall submit to BICE, SF Environment and the 
ZERO Comittee a "LEED Scorecard" (Green Submittal 6 (GS-6)) to 
demonstrate compliance with Chapter 7 of the .San Francisco Environment 

·Code. ' 

d. GTee:il Busin~ss Program: Tenant shall register its business with the 
Califol'nia Green Business Program (http://greenbusinessca.org/), 
complete all applicable requirements for certification, including but not 
limited to those related to· energy conservation and pe1formance, and 
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provide a checldist to the ZERO Committee. Tenants that are cetiified 
through the Green Business Program will be recognized on program 
websites, receive a certificate to display and electronic logo for use, and be 
recognized at an annual Airpott event. 

e. Construction and Demolition Debris Management: 

(i.) Tenant shall dive1t a minimum of75% construction and 
demolition debris from landfill. Tenant's General Contractor 
shall be required to prepare a Construction and Demolition . 
Debris Management Plan (CDDMP), submit monthly 
Construction and.Demolition Debris Recovery Worksheets, and 
submit a Final Diversion Repo1t (Construction and Demolition 
D~bris Repmt) consistent with the standards set fotth Sections 7 
and 14 of the San Francisco Environment Code along with 

··providing copies to the ZERO Committee. 

(ii.) Tenant shall obtain:the required City Construction and 
Demolition Debris Fonns from: 

D. San Francisco Department of the Environment (SF 
Environment) 
E. Construction & Demolition Recovety Specialist · 
F. 1455 Market Street, Suite 1200, San Francisco, CA 94103 
G. Phone: 415.355.3710 
H. http://www.sfenvironment.org/c&d 

f. Taxies Reduction and Pollution Prevention: All proje'cts that include 
fumiture and/or interior smfaces (e.g.; counteliops, doorlmobs, handles, 
wall paints, carpet) within the project scope shall comply with the 
attributes defined within the Chapter 7 of the San Francisco Environment 
Code (e.g., emission of volatile organic compounds, fluorinated 
chemicals, antimicrobial chemicals, required·ecohi.bels, etc.). 

g. G:i:een Cleaning: Tenant's General Contractor shall use gr·een cleaning· 
methods in confmmance with the product manufacturers' 
recommendations and in compliance with SFO's Green Cleaning 
Program. Tenant shall develop a Green Cleaning Plan in compliance with. 
the San Francisco International Airpmt's Green Cleaning Progr·am and 
shall provide regular staff training in the implementation of this progr·am. 

h. Code Compliance: In addition to and without limiting the foregoing 
sustainability tequirements, Tenantshall comply with all applicable green 
building laws, codes, ordinances, rules and regulations, including but not 
limited to, those required under the San Francisco Environment Code and 
the. 2016 California Building Standards Code (Title 24 of the <;:alifornia 
Code ofRegulations), Part 6 (Energy Code) and Palt 11- (CALGreen). 
https://law.resomce.org/pub/us/code/bsc.ca.gov/ 
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(2.) For tenant improvement projects of 10,000 ·gross square feet or more LEED 
v4 ID+C minimum Gold level certification is required. 

a. Tenant shall be. responsible for all work and costs r'elated to the LEED 
cert~fi cation. 

b. The LEED certification shail confor.r:il to the standards set foJ:th in San 
Francisco Environment Code Chapter 7, and Tenant shall coordinate with 
the San Francisc9 Depmiment of the Environment ("SF Environment'') 
and ZERO Committee on the tEED certification and documentation 
requirements, including, but not limited to, the preparation m1d submission · 
of a LEED .Scorecard. The LEED Scorecard is to be submitted at the · 
conclusion of each design phase· and at project close-out, along with · 
required docu:inentation and a copy of the project LEED certificate; 

c. Tenant shall demonstrate that the project achieves the folLowing LEED 
. credits required through Chapter 7 of the San Francisco Environment 

Code(i) LEED prerequisite Fundamental Cornmissionillg and Verification 
and Enhanced and Monitoring-Based Commissioning; · · . 

(i.) LEED credit for Construction and Demolition (C&D) Debris 
· Management- diverting 75% C&D Material from the landfill;.· 

'(ii.) 'LEED credit for· Enhanced.Indoor Air Quality Strategies, LEED 
· credit for Construction Indoor Air Quality Management Plan, 
and LEED cr~dit Indoor Air Quality Assessment Option2: Air 
Testing. 

(iii.) LEED credit for Low Emitting Materials. 
. . . 

d. SFO has been registered with the Green Business Ce1tification Inc.· 
· (GBCI) using the Campus Master Site Pro grain. SFO will provide Tenant 
.with access to the GBCI online website for use by Tenant in registering 
and cmtifying its project. Tenant shall be responsible for adding its team 
to this website and for providing LEED administration for its project on 

. this website. Once Tenant has registered the project on this website, it 
will be· able to utilize a number of pre-approved LEED v4 ID+C pre~ 
requisites and credits. 

(3.) For tenant improvement projects les~ than 10,000 gross square feet, Tenant is 
not required to achieve LEED certification but is required to submit the 
.LEED Scorecard that demonstrates the maximum LEED credits that m·e 

· practicable for the project and pursue these credits through the design and 
construction process as required by Chapter 7 qfthe San Francisco 
Environment Code. The LEED Scorecard is to be submitted to the BICE, SF 
.Environment and Z;ERO Committee during the conceptual design phase and 
as a fmal as-built indicating all LEED credits that would be achieved if the 
project had been certified. . . 

LEASE: Termina12 Specialty Retail Lease No.2 

TENANT: MRG San Francisco, LLC 
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Sustainable Innovation Credit: Tenants who show considerable effort in incorporating 
sustainability into their design and operation are eligible to submit for a Sustainable Irmovation 
Credit through RDM. SFO does not guarantee acceptance of Sustainable Irmovation Credit to 
any tenant prior .to applying. · 

LEASE: ·Tetminal2 Specialty Retail Lease No.2 

TENANT: MRG San Francisco, LLC 
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AIRPdRr COMMiSSiON 

CITY AND COUNTY OF SAN FRANCISCO 

RESO~UTION NO. J g'"" 0 0 53 

AWARD OF THE TERMINAL 2 SPECIALTY RETAIL LEASE NO.2 TO MRG SAN 
FRANCISCO, LLC 

WHEREAS, on October 16, 2018, by. Resolution No. lS-0352, the Aitpo1t Comtnission 
(Coinmission) authorized Staff to conunence the co:r:npetitrve selection process 
and issue a Request for Proposals (RF.P) for the Term1nal2 Specialty Retail Lease 

. No.2 (Lease); and · · 

WHEREAS,· on Dece:i:nbel' 18,2018, by Resolution No. 18-0402, the Col11.iriission authorized 
Staff to accept ptoposals for the tease; and . 

WHEREAS·, on Janu~y 30, 2019, intespo:tise to the RFP, Staff received one proposal for the 
Lea:'le; and · 

WHEREAS, a tbree-member·panel evaluated the proposal and cj.etermined MRG San 
· Francisco, LLC to be respon~i~1e and responsive to the ~P; now, therefore, be it . 

RESOLVED, that this Commission hereby awards the Ten:ninal2 Specialty Retail Lease No. 2 to 
MRG San Francisco, LLC on the te1ms set fotth in the Staff memorandum on file 
with the Conunissio:ti Secretary; which include, but al'e not ii±nl.ted to, a' lease te1m 
of seven years and a Minlln.um Am11;fal Guarantee of$225;000.00 for the first leas~· 
year; and; be itfurther 

RESOLVED, that this Commission hereby directs the Co:mmi.ssion Secretary to fmward "!:h<:l 
Terminal 2 Specialty Retail Lease No. 2 to the Board of Supervi~ors for approval 
pmsuant to Section 9.118 of the Charter of the Clty and County of San Francisco. 

.. . 

I be1;i!by cettijj1 that the fot:egoirig, resolution was adopted by the Airport Oommissi9n · 

MAR 19 2019 T~ 
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TO: 

FROM: 

San Francisco International Airport 

MEMORANDUM 
March 19,2019 

AIRPORT COMMISSION 
Hon. Larry Mazzola, President 
Hon. Linda S. Crayton, Vice President 
Hon. Eleanor Johns 
Hon. Richard J. Guggenhime 
Hon. Malcolm Yeung 

Airport Director 

SUBJECT: Award of the Termina12 Specialty Retail Lease No.2 to MRG San Francisco, LLC 

DIRECTOR'S RECOMMENDATION: (1) AWARD THE TERMINAL 2 SPECIALTY RETAIL 
LEASE N0.2 TO MRG SAN FRANCISCO, LLC; AND (2) DIRECT THE COMMISSION 
SECRETARY TO REQUEST APPROVAL OF THE LEASE FROM THE BOARD OF 
SUPERVISORS. 

Executive Summary 

The competitive selection process for the Terminal 2 Specialty Retail Lease No. 2 has concluded and 
Staff recommends award 6f the Lease to the sole proposer, MRG San Francisco, LLC using the 
concept "Hello Kadl" 

Background 

On October 16,2018, by Resolution No. 18-0352, the Airport Commission (Commission) authorized 
Staff to commence the competitive selection procei;ls and issl.)e a Request for Proposals (RFP) for 
Terminal2 Specialty Retail Lease No.2 (Lease). Staff conducted an informational conference on 
November 15, 2018 at which Staff presented the Lease to .interested patties and gathered their 
feedback. The interested parties offered rio substantive comments or recommendations, so Staff 
recommended no changes to the minimum qua:lificatioi1 requirements or lease specifications. 

On December 18, 2018, by Resolution No. 18-0402, the Commission approved the lease 
specifications and authorized Staff to accept pmposals for the Lease. In response to the RFP, the 
Airport received one ptoposal by the Jan\Jary 30, 2019 submittal deadline from MRG San Francisco, 
LLC (MRG). . . 

Staff convened a three-member panel to evaluate the proposal. The panel consisted of the following: 
a Property Manager from San Jose International Airport, a Senior Building Inspector from Design 
.and Construction at the Airport, and a PrinCipal Property Manager with AviatiQn Management at the 
Ah:port. 

THIS PRINT COVERS CALENDARITEMNO.~ 

/\IRPO!lT COMMISSION CITY AND COUNTY OF SAN FnANCISCO 

-LONDON N. UREED LARi<Y MAZZO[/\ liND/\ 5, CR/\YTOW ELEANOR JOHNS RICHARD J, GUGGENHIME -MALCOLM YEUNG IVAR C; 5/\TERO--- --, 

MI\YOR PilES/DENT VICE PRESIDENT AIRPORT DIRECTOR 
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Members, Airp01t Comniission -2- M~·ch 19,20.19 

The evaluatiori pan~l's score is presented below: 

MRG San Francisco, LLC Hello Karl! 88.50 

The Minimum Annual Guarantee (MAG) for the fit;st lease year is $225,000.00. Base rent is the 
greater of the MAG (adjusted atinually) or the fot'lowing ti~i·ed percentage rent: 

• 12% of G~·oss Revenues achieved up to and including $500,000.00; plus 
• 14% of Gross Revenues achieved from $500,000,01 up to and including $1 ,000,000.00; plus· 
., 16% ofGmss Revenues achieved over $1,000,000.00. 

The Lease term is seven years with two ·1-year options. 

This will be MRG' s first specialty retail store at the Airport, They CtJrrently operate District Market 
in the hub of Boarding Area F, and wererecen.ily awarded two newsstand leases: one lease covering 
two locations in Te.rminall Boarding Area B; and one lease with one lopation -1n Boarding Atea C. 
For this Lease, they are paitliering with Marilla Chocolate Company and Procurement Concepts, .both 
of whom are cettified Airport Concession Disadvantaged Bttsiness Enterprises and each with 10% 
ownei·ship in: the patinership ofMRG, 

Recommendation 

I recommend the Commission: (1) award the Lease to MRG Sari Ft;ancisco, LLC for a term of seven 
years and a MihimumAnnual Guarantee for the first lease year of $225,000.00; and (2) direct the 
Commission Secretary to request approval of the tease from the Board of Supet'visoi's. 

Prepared by: Leo Fermin 
Chief Business & Fin;mce Officer 
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Ms. Angela Calvillo 
Clerk of the Board 
Board of Supervisors 
City Hall 
1 Dr. Carlton B. Goodlett Place, Room 244 
San Francisco, CA 94102-4689 

San Francisco International Airport 

September 3, 2019 

Subject: Terminal2 Specialty Retail Lease No.2- Lease No. 19-0053 between MRG San 
Francisco, LLC, and the City and County of San Francisco, acting by and through its 
Airport Commission 

Dear Ms. Calvillo: 

Pursuant to Section 9.118 of the City Charter, I am forwarding for the Board of Supervisors' approval, the 
proposed Resolution, which approves the Terminal2 Specialty Retail Lease No.2- Lease No. 19-0053 
between the City and County of San Francisco, acting by and through its Airport Commission, and MRG 
San Francisco, LLC. 

The following is a list of accompanying documents: 
" Board of Supervisors Resolution (one original and one copy); 
• Approved Airport Commission Resolution No. 19-0053; 
• Memorandum accompanying Airport Commission Resolution No. 19-0053; 
" SFEC-126 (Board of Supervisors and Mayor's Office) for MRG San Francisco, LLC, and; 
• A copy ofTerminal2 Specialty Retail Lease No.2- Lease No. 19-0053. 

The following person may be contacted regarding this matter: 

Cheryl Nashir 
Director, Revenue Development and Management 
(650) 821.4500 
Cheryl.Nashir@flysfo.com 

Co.· nz6n 
Commission Secretary 

Enclosures 

cc: Cheryl Nashir, Revenue Development and Management 
Cathy Widener, Governmental Affairs 

AIRPORT COMMISSION CITY AND COUNTY OF SAN FRANCISCO 
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File No. 190881 
FORM SFEC-126: 

NOTIFICATION OF CONTRACT APPROVAL 
(S.F. Campaigrt and Governmental Conduct Code§ 1.126) 

City Elective Officer Information (Please print clearly.) 

Members, SF Board of Supervisors I 
City elective office(s) held: 

Members, SF Board of Supervisors 

Name of City elective officer(s): 

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

MRG San Francisco, LLC 

Please list the names of (1) members of the contractor's board of directors; (2) the contractor's chief executive officer, chief 
financial officer and chief operating officer; (3) any person who has an ownership of20 percent or more in the contractor; ( 4) 
any subcontractor listed in the bid or contract; and (5) any political committee sponsored or controlled by the contractor. Use 
additional pages as necessmy. 

(I) N/A; (2) Michael C. Wilkins, CEO; (3) N/A; (4) N/A; (5) N/A 

Contractor address: 

3755 W. Sunset Road, Suite A, Las Vegas, NV 89118 

Date that contract was approved: Amount of contract: 

$225,000 (Minimum Annual Guarantee) 

Describe the :nature ofthe contract that was approved: 

The Terminal2 Specialty Retail Lease No.2- Lease No.19-0053 to The MRG San Francisco, LLC for one 
facility located in Terminal2 post-security operating as Hello KARL! 

Comments: 

Lease awarded through a Request for Proposals process 

This contract was approved by (check applicable): 

0 the City elective officer(s) identified on this form 
X a board on which the City elective officer(s) serves ___ _,.S~a .... n...,Fur...,awn"'c...,js'""c""'owB;;:;o~a~rL.>:d'-'o""f'-'S"'u""p~e""'rvwu:is...,o""r""'s'-

PrintName of Board 

0 the board of a state agency (Health Authority, Housing Authority Commission, Industrial Development Authority 
Board, Parking Authority, Redevelopment Agency Commission, Relocation Appeals Board, Treasure Island 
Development Authority) on which an appointee of the City elective officer(s) identified on this form sits 

Print Name of Board 

Filer Information (Please print clearly.) 
Name of filer: Contact telephone number: 

Angela Calvillo, Clerk of the Board (415) 554-5184 
Address: E-mail: 

City Hall, Room 244, 1 Dr. Carlton B. Goodlett PI., SF, CA 94102 Board.of.Supervisors@sfgov.org 

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

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