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WHEREAS, Completion of the Plot 6 Project requires the following adjustments to 

United Plot 6 Premises, which is set forth in Modification No. 2 to the Lease: (i) City will 

recapture certain portions of United Plot 6 Premises designated as “City Recapture Parcels,” 

consisting of approximately 1.79 acres, and (ii) in exchange, City will convey to United those 

certain portions of land designated as the “Additional United Lease Parcels,” consisting of 

approximately 1.28 acres (“Modification No. 2”); and 

WHEREAS, Modification No. 2 results in a net decrease of United Plot 6 Premises by 

approximately 0.51 acres and a commensurate decrease in the annual rent payable by United 

by $95,297.07, to approximately $2,243,041.43; and 

WHEREAS, On December 3, 2019, by Resolution No. 19-0303, the Commission 

approved Modification No. 2; and  

WHEREAS, A copy of Modification No. 2 is on file with the Clerk of the Board of 

Supervisors in File No. 200061, which is hereby declared to be part of this Resolution as if set 

forth fully herein; now, therefore, be it  

RESOLVED, That the Board of Supervisors hereby approves Modification No. 2, to be 

effective on the latest date when (i) the Commission and the Board of Supervisors shall have 

approved Modification No. 2, and (ii) the City and United have executed Modification No. 2; 

and, be it 

FURTHER RESOLVED, That within thirty (30) days of Modification No. 2 being fully 

executed by all parties, the Commission shall provide a copy of the final Modification No. 2 to 

the Clerk of the Board for inclusion into the official file. 





F. Completion of the Plot 6 Reconfiguration Project requires the following adjustments to 
the Existing Demised Premises, currently anticipated to occur on or about October I, 2019: (i) City will 
recapture those certain portions of the Existing Demised Premises designated as the "City Recapture 
Parcels," and (ii) in exchange, City will convey to United those certain portions of land designated as the 
"Additional United Lease Parcels," which will become part of the Demised Premises under the Lease, 
all as described and set forth on Exhibit B attached hereto (the "Exchanged Premises"). 

G. Airline and City now desire to enter into this Modification to provide for the exchange of 
the City Recapture Parcels and the Additional United Lease Parcels by the parties, as set forth above, in 
support of the Plot 6 Reconfiguration Project, and modify the Demised Premises and adjust the Annual 
Rent accordingly, and provide for other ancillary changes. 

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

1. Effective Date; Defined Terms. 

(a) The effective date (the "Effective Date") of this Modification shall be the latest date 
upon which each of the following conditions shall have been satisfied: (I) the Airport Commission and 
Board of Supervisors shall have approved this Modification; and (2) both parties have executed this 
Modification (the "Effective Date Conditions"). Upon the satisfaction of the Effective Date Conditions, 
City shall notify Airline in writing of the date upon which the Effective Date shall have occurred by 
delivering a fully executed copy of this Modification to Airline, which such Effective Date shall be 
inserted in the space set forth below: 

Effective Date: , 2019 -------

(b) Capitalized terms not defined herein shall have the meanings given them in the Original 
Lease or Modification No. I, as the context may require. 

2. Plot 6 Reconfiguration. 

(a) Upon or any time after the Effective Date, City shall provide five (5) business days' 
advance written notice of the date upon which the City will recapture the City Recapture Parcels and the 
Demised Premises shall be increased by the Additional United Lease Parcels (the "Actual Plot 6 
Reconfiguration Date"). Upon the Actual Plot 6 Reconfiguration Date, Airline shall surrender the City 
Recapture Parcels to City, and City shall deliver to Airline the Additional United Lease Parcels in its "As­
Is" condition pursuant to Section 9.1 of the Original Lease, subject to the modifications to the parcels 
undertaken by the parties as part of the Preliminary Enabling Work. 

(b) Notwithstanding the foregoing, if due to unforeseen developments in the progression of 
the Plot 6 Reconfiguration Project, or it becomes otherwise necessary and desirable for project efficiency 
and management of the project for the parties to exchange the City Recapture Parcels and the Additional 
United Lease Parcels in separate steps (each a "Separate Parcel Conveyance Date"), City shall have the 
right to cause the adjustment of the parcels to occur on separate dates, in the reasonable discretion of City, 
but with at least five (5) business days' notice to United. The Demised Premises of the Lease shall be 
considered adjusted by the City Recapture Parcels and the Additional United Lease Parcels on the dates 
specified by City in a written notice to United, which such written notice shall be acknowledged in 
writing by United, and which such notice shall be incorporated into and considered a part of this 

2 

United Airlines, Inc. 
Modification No. 2 to the Lease of Plot 6 



Modification, but which shall not constitute a separate or additional modification of the Lease (the 
"Separate Parcel Conveyance Notice"). 

3. Adjustments to City Recapture Parcels and Additional United Lease Parcels. 
Notwithstanding anything herein to the contrary, in acknowledgement of the fact that, upon completion of 
the Plot 6 Reconfiguration Project, minor adjustments to the exact size and description of the City 
Recapture Parcels and/or the Additional United Lease Parcels may be necessary. In consideration of the 
foregoing, in the event that the final "as-built" size and/or dimension of the City Recapture Parcels and/or 
the Additional United Lease Parcels differ from the descriptions set forth in this Modification, the parties 
may adjust such parcels in an amount not-to-exceed ten percent (10%) ofthe total acreage ofthe 
combined area of the City Recapture Parcels and the Additional United Lease Parcels set forth in this 
Modification ("Parcel Adjustments"), but only to the extent consistent with the overall objectives of the 
Plot 6 Reconfiguration Project. Upon the agreement by the parties of such Parcel Adjustments, the same 
shall be memorialized in a written notice from Airport to United, which such notice shall be 
acknowledged in writing by United, and which such notice shall be incorporated into and considered a 
part of this Modification, but which shall not constitute a separate or additional modification of the Lease 
(the "Parcel Adjustment Notice"). 

4. Annual Rent. The Annual Rent for the adjustment of the Demised Premises under this 
Modification shall be adjusted accordingly as of the Actual Plot 6 Reconfiguration Date, or on the 
Separate Parcel Conveyance Dates as set forth in the Separate Parcel Conveyance Notice, as applicable. 

5. Exhibits. From and after the Actual Plot 6 Reconfiguration Date, Exhibit B of Modification 
No. 1 shall be deleted in its entirety and substituted with Airport Drawing No. PLOT6UAFINAL dated 
August 30, 2019, incorporated herein and attached hereto as Exhibit C (the "Lease Modification No.2 
New Demised Premises"). In the event of a Parcel Adjustment pursuant to Section 3 above, Exhibit C 
shall be further replaced with a revised legal description and/or drawing setting forth the adjusted Lease 
Modification No.2 New Demised Premises, and which shall be attached to the Parcel Adjustment Notice. 

6. Appendix A to the Original Lease. Subsection I(f) of Appendix A to the Original Lease is 
hereby deleted in its entirety and is of no further force or effect. 

7. City and Other Governmental Provisions. The following new Sections shall be added to 
Article 18 of the Lease: 

18.25 Vending Machines: Nutritional Standards and Calorie Labeling 
Requirements 

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

18.26 All-Gender Toilet Facilities 

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

18.27 Prohibition Against Tobacco Product Sales, Manufacture and Distribution. 

Tenant acknowledges and agrees that no Sales, Manufacture or Distribution of Tobacco 
Products (as such terms are defined in San Francisco Health Code Section 19K.l) is allowed on 
the Premises, and such prohibition must be included in all subleases or other agreements allowing 
use ofthe Premises. The prohibition against Sales, Manufacture, or Distribution of Tobacco 
Products does not apply to persons who are affiliated with an accredited academic institution 
where the Sale, Manufacture, and/or Distribution of Tobacco Products is conducted as part of 
academic research. 

8. Full Force and Effect. As modified hereby, each and every one of the terms, conditions, and 
covenants in the Agreement shall remain in full force and effect. 

I II I I I I II Ill I I I I II II II 
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IN WITNESS WHEREOF, the parties hereto have executed this Modification by their duly authorized 
officers the day and year first hereinabove written. 

AIRLINE: United Airlines, Inc., 

AUTHORJZED BY AIRPORT 
COMMISSION 

Resolution No. 19-
-------

Adopted: ____ _ _ _ _  _ 

Attest: - -- - - - - - - --

Secretary 
Airport Commission 

APPROVED AS TO FORM: 
DENNIS J. HERRERA, City Attorney 

By __ _ __ __ __ 
Deputy City Attorney 

10.29.19 

a Delaware corporation 

�1(%, () �) 
By: {_/1!\�-
Name: Pranav Trivedi:) 

Title: Managing Director- Airport Affairs 
Corporate Real Estate 

By: _ ____ _ _ _ _ __ 
Name: ___________ _ 
Title: 

---------- - - -

CITY: CITY AND COUNTY OF SAN FRANCISCO, 
a municipal corporation, 
acting by and through its Airport Commission 

Ivar C. Satero 
Airport Director 

X:\TENANTSIAIRLINES\LEASES\United Plot 6 Lease Mod No 2- SFO Draft v8 102919.docx 
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TO: 

FROM: 

SUBJECT: 

San Francisco International Airport 

MEMORANDUM 

December 3, 2019 

AIRPORT COMMISSION 
l-Ion. Larry Mazzola, President 
Hon. Linda S. Crayton, Vice President 
l-Ion. Eleanor Johns 
£-J on. Richard J. Guggenhime 
Ha n. Malcolm Yeung 

Airport Director 

19-0 303 

DEC - 3 2019 

Modification No.2 to Ground Lease L00-0464 with United Airlines, Inc. for the 
Exchange of Certain Land at Plot 6 in Support of the Plot 6 Reconfi guration Project 

DIRECTOR'S RECOMMENDATION: APPROVE MODIFICATLON NO. 2 TO UN ITED AIRLINES, 
INC.'S GROUND LEASE L00-0464 TO EXCHANGE CERTAIN LAN D AT PLOT 6 1N SUPPORT OF 
THE PLOT 6 RECONF IGURAT ION PROJECT. 

Executive Summary 

The Airport is developing additional aircraft parking positions in and around Plot 6 as part of the Plot 6 
Reconfiguration Project (Plot 6 Project) impacting some portions of the demised premises of United 
Airlines Ground Lease L00-0464 (U nited Lease). Staff has negotiated with United A irlines, Inc. (Un ited) 
an exchange of certain parcels of land under the United Lease for certain parcels o f Ai rport land pursuant 
to Modification No.2 to the Lease (Modification No. 2). The terms of Modification No. 2 provide for the 
exchange of parce ls between the A irport and United, that results in (i) a net decrease of the Un ited Lease 
Premises by approximately 0.5 I acres, and ( ii) decreases the annual rent payable by United to 
$2,243 ,03 1.43. 

Background 

The Airp01t owns real property at 585 McDonnell Road, San Francisco, Califo rnia, des ignated as Plot 6. 
On December 19, 2000, by Resolution No. 00-0464, the Airport Commiss ion (Com miss ion) approved the 
Lease with United for ce1tain portions of Plot 6 (the United Plot 6 Premises). On June I, 200 I, by 
Reso lution No. 403-0 I, the Board of Supervisors approved the Lease. United uses the United Plot 6 
Prem ises for air cargo operations and employee parking. 

On June 7, 2011, by Reso lution No. 11-01 35, the Commission approved Modification No. I to the Lease 
(Modification No.1). On January 12,2012, by Resolution No. 1-12, the Board ofSupervisors approved 
Modification No. l. Under Modification No. 1, the orig inal term of the United Lease, wh ich expired on 
June 30, 2011 , was extended for an additional ten ( I 0) years, commencing July I, 20 I I and terminating 
June 30, 2021. The curre nt Annua l Rent under Modification No. I is $2,338,328.50 per year. 

As part of the Airport ' s ongoing eff01ts to maximize the effic ient use oframp space in and around the 
terminals, as part of the Plot 6 Proj ect, the Airport is developing add itional remote aircraft parking 
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positions and making other related improvements in and around Plot 6. As a result, certain portions of the 
United Plot 6 Premises must be reconfigured. 

The Plot 6 Project requires adjustments to the United Plot 6 Premises such that certain portions of the 
United Plot 6 Premises will be recaptured by the City (City Recapture Parcels), and in exchange, the City 
will convey to United certain portions of adjacent land currently outside of the United Plot 6 Premises 
(Additional United Lease Parcels). The City Recapture Parcels total approximately 1. 79 acres, and the 
Additional United Lease Parcels total approximately 1.28 acres. Upon the completion of the 
reconfiguration, the United Lease Premises will be reduced by approximately 0.51 acres, resulting in a 
reduced annual rent payable by United to $2,243,031.43 

Proposal 

Modification No. 2 includes the following major terms: 

1. Effective Date: The effective date shall be the latest date when (I) the Commission and the 
Board of Supervisors shall have approved Modification No. 2, and (2) both parties have executed 
Modification No. 2. 

2. Plot 6 Reconfiguration: With five business days' advance written notice to United, the City will 
recapture the City Recapture Parcels and the City will convey to United the Additional United 
Lease Parcels. United's final demised Premises will be comprised of approximately 12.029 acres, 
including 0.025 acres containing an electric substation shared with the Airport, for a net decrease 
of approximately 0.51 acres. 

3. Adjustments to Exchanged Parcels: The parties may adjust the parcels in an amount not-to­
exceed 10% of the total acreage of the combined area of the City Recapture Parcels and the 
Additional United Lease Parcels to the extent consistent with the objectives of the Plot 6 Project. 

4. Annual Rent: Absent any adjustments to exchanged premises, annual rent will be decreased to 
$2,243,031.43, a decrease of approximately 4.1 %. In the event there are any adjustments to the 
exchanged parcels, the annual rent will be appropriately adjusted. 

Recommendation 

I recommend this Commission adopt the attached Resolution approving Modification No. 2 to Ground 
Lease L00-0464 with United Airlines, Inc. in support of the Plot 6 Reconfiguration Project, and directs 
the Commission Secretary to forward Modification No. 2 to the Board of Supervisors for approval in 
accordance with City Charter Section 9.118. 

Prepared by: Leo Fermin 
Chief Business and Finance Officer 

Attachment 



AIRPORT COMMISSION 

CITY A ND COUNTY OF S A N FRANCISCO 

RESOLUTION NO. _1_9_-_0_3_· _0_:3_. 

APPROVAL OF MODIFICATION NO.2 TO GROUND LEASE L00-0464 WITH UNITED 
AIRLINES, INC. FOR THE EXCHANGE OF CERTAIN LAND AT PLOT 6 IN SUPPORT OF 
THE PLOT 6 RECONFIGURATION PROJECT 

WHEREAS, on December 19, 2000, by Resolution No. 00-0464, the Airport Commission approved 
Lease L00-0464 (Uni ted Lease) w ith Uni ted Airlines (Un ited) for a pottion of Plot 6 at the 
Airport (United Pl ot 6 Premi ses). On J une I, 200 I , by Resol ution No. 403-0 I , the Board 
of Supervisors approved the Lease; and 

WHEREAS, o n June 7, 20 11 , by Resoluti on No. 11 -0135, the Comm ission approved Modification 
No. I to the Lease, which adjusted the annual rent payable by United and extended the 
term of the Lease to .June 30, 202 1 (Modification No. I) . On Jan uary I 0, 20 12, by 
Resolution No . 1- 12, the Board of Supervisors approved Modification No. I; and 

W HEREAS, as part of the Airport 's ongoing effott s to maximize the efficient use of ramp space in and 
around the termina ls, the A irpmt is developing additiona l aircraft park ing and mak ing 
ce1ta in other re lated improvements and altera tions affecti ng Plot 6, inc luding portions 
affecting certa in areas of the United Plot 6 Premi ses (Plot 6 Proj ect); and 

WH EREAS, completion ofthe Plot 6 Proj ect requires the fo llowing adjustments to the Uni ted Plot 6 
Premises, which is set forth in Modification No. 2 to the Lease (Modi fication No. 2): (i) 
C ity w ill recapture certa in portions of the Uni ted Plot 6 Premises designated "City 
Recapture Parcels," consisting of approximate ly 1.79 acres, and ( ii) in exchange, C ity wi ll 
convey to United those certa in portions o f land designated as the "Additiona l Un ited Lease 
Parcels," cons isting of approximate ly 1.2 8 acres; now, therefore, be it 

RESOLVED, that this Commission hereby approves Modification No. 2, to be effective on the latest 
date when (i) th e Commission and the Board of Supervisors shall have approved 
Modification No.2, and ( ii ) the City and Uni ted have both executed Modification No.2, 
which modifies the Uni ted Plot 6 Premi ses through an exchange of parcels between the 
C ity and United that will result in a net decrease of the United Plot 6 Premises by 
approximate ly 0.5 1 acres and a decrease in the annual rent payable by United to 
$2,243,04 1.43; and, be it fwt her 

R ESOLV ED, that the Commiss io n hereby directs the Commission Secretary to forward Modification 
No.2 to the Board of Superv isors for approval pursuant to Section 9.1 18 o f the C harte r of 
the C ity and County of San Francisco. 

I hereby certify that the foregoing resolution was adopted by the Airport Commission 

DEC - 3 2019 
at its meeting of--------------------~~~-~ 

~ 
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LEASE OF PLOT 6 
AT SAN FRANCISCO INTERNATIONAL AIRPORT 

MAJOR LEASE TERM SUMMARY 

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

Effective Date: June 1, 1999 

Lessee: United Airlines, Inc. 

Lessee's Notice Attn: Mary Kathryn Hill 
Address: Regional Manager, Corporate Real Estate 

P. 0. Box 66100 WHQOU 
Chicago, IL 60666-0100 
Fax No. (847) 700-4841 
Tel. No. (847) 700-6006 

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

City's Notice San Francisco International Airport 
Address: International Terminal, 5th Floor 

P.O. Box 8097 
San Francisco, CA 94128 
Att'n: Airport Director 
Fax No. (650) 821-5005 
Tel. No. (650) 821-5000 

Premises: Plot 6 consisting of approximately 16.04 acres together with existing 
(§ I) buildings and structures at the San Francisco International Airport, and 

all alterations and modifications thereto as depicted on Exhibit A, 
together with Exhibit B, Legal Description, Pages 1 through 2 attached 
hereto and made part hereof. 

Term: Twelve (12) years and one (1) month commencing on the 
(§ 2) Commencement Date. 

Commencement June 1, 1999. 
Date: 

(§ 2) 

Expiration Date: June 30, 2011 or upon earlier termination as provided herein. 
§ 2) 

- 1 -



• 
Use: To conduct air cargo and aviation related business including receiving, 

§ 3) delivering, dispatching, processing, handling, and storage of air cargo 
and mail, administrative offices and related employee parking. 

Annual Rent: $1,584,655.76 per annum ("First Year Rent") 
§ 4) 

Rent: Annual Rent, Additional Rent (as defined in Section 4 hereof), and all 
§ 4) other amounts owing by Lessee to City hereunder. 

Deposit Amount: 
§ 12) 

Resolution: 

Six (6) months of the Annual Rent for each Lease Year subject to 
adjustment upwards annually in accordance with Section 12 of this 
Lease. The initial Deposit Amount shall be: $792,327.88. 

Number ____ o_o_-0_4_6_4 ____ , approved by the Airport 
Commission on December 19 , 2000 

Initial Lessee Mary Kathryn Hill 
Representative: Regional Manager, Corporate Real Estate 

(§ 3.7) Tel No. (847) 700-7183 

Other 
Agreements: 

(§ 14.1) 

Exhibits: 

Lease 82-0126, Lease 73-0066, Lease 96-0268, Permits: 580, 1190, 
1757,1784,1824,,2105,2104,,2754,3368,3375,3380,2859,2936, 
3085,,3294,3314,3322,3355,3391,3452,3465,andContractl\Jos.6 
and 11. 

A -Premises 

B - Legal Description 

Initials of Authorized Representative of City _____ {W~:L_ ______ _ 
Initials of Authorized Representative of Lessee __ &¥ _________ _ 
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LEASE OF PLOT 6 
AT SAN FRANCISCO INTERNATIONAL AIRPORT 

THIS GROUND LEASE AGREEMENT (this "Lease"), dated as of the Effective Date, is 
entered into by and between the City and County of San Francisco, a municipal corporation , 
acting by and through its Airport Commission ("City"), and UNITED AIRLINES, INC., a 
Delaware corporation ("Lessee"). 

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

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 through the 
Commission, the chief executive officer of which is the Airport Director ("Director"). Lessee 
acknowledges that, from time to time, the Airport undergoes certain construction and renovation 
projects, and is currently undergoing a master plan expansion program (the "Master Plan 
Expansion"). Unless otherwise specified, the term "Airport" shall mean the Airport as the same 
may be expanded, contracted, improved, modified, renovated, or changed in any way. Unless 
otherwise specified below, references to "City" shall mean City, acting by and through its 
Airport Commission. 

B. Lessee desires to lease certain real property at the Airport for the purpose of 
conducting air cargo and aviation related business. 

C. Pursuant to the Resolution, The Airport Commission has authorized the execution 
of this Lease by City. 

Accordingly, Lessee and City agree as follows: 

1. PREMISES 

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

1.2 Rights of Ingress and Egress. Lessee shall also have the non-exclusive right of 
ingress and egress to and from the Premises as may be necessary on areas designated by Director, 
subject to Airport Rules and Regulations, as amended from time to time (as amended, the 
"Airport Rules"), provided that Lessee's exercise of such right shall not impede or interfere 
unduly with the operation of the Airport by City, its Lessees, customers, and other authorized 
occupants. Said rights of ingress and egress shall likewise apply to Lessee's employees, guests, 
patrons and suppliers, including the right of transport of equipment, material, cargo, machinery 
and other property, provided however, that Director may impose a charge upon Lessee's 
suppliers or furnishers of service in an amount sufficient to compensate City for the out-of­
pocket costs reasonably and directly incurred by City in the reasonable regulation by City of such 
suppliers or furnishers of service in the exercise by them of the foregoing right of ingress and 
egress. 
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1.3 Rights of Way. Lessee shall have the use and enjoyment of suitable rights of way 

over lands within the Airport not otherwise available hereunder to Lessee, between the Premises 
and any other premises at the Airport which Lessee now has or may hereafter have the right to 
use and enjoy under any other lease, license or other agreement with City, which rights of way 
shall be at locations and in a manner first to be approved by Commission resolution. Such rights 
of way shall be for the sole purpose of enabling Lessee to install and maintain conduits, ducts, 
pipes and wires, and incidental accessories, equipment and devices which are or may be 
necessary or convenient thereto in connection with Lessee's communications, control, telephone, 
teletype, interphone, pneumatic tube, power, steam, drainage, sewage, water supply, illuminating 
and industrial gas supply, fuel (including gasoline) pipelines, or in connection with other similar 
facilities and supplies. Said rights of way for fuel (including gasoline) pipelines shall include but 
shall not be limited to rights of way between the Premises and any other premises at the Airport 
which Lessee now has or may hereafter have the right to use and enjoy under any other lease, 
license or other agreement, and also between the Premises and any other premises or place at the 
Airport which may be the source of Lessee's fuel supply or the place of delivery or storage of 
said fuel. All such rights of way are limited by Section 3.8 (Fuel System) and Section 8.1 
(Telecommunications). With respect to Lessee's obligations under this Lease, including without 
limitation, Lessee's repair, maintenance, and surrender obligations, the term "Premises" shall 
include the rights of way described above. 

1.4 Changes to Airport. Lessee acknowledges and agrees that (a) City shall have the 
right at all times to change, alter, expand, and contract the Airport including its facilities, and 
(b) City has made no representations, warranties, or covenants to Lessee regarding the design, 
construction, pedestrian traffic, or views of the Airport or the Premises. Without limiting the 
generality of the foregoing, Lessee acknowledges and agrees that the Airport (i) is currently 
undergoing, and may from time to time hereafter undergo, renovation, construction, and other 
Airport modifications; and (ii) may from time to time adopt rules and regulations relating to 
security and other operational concerns that may affect Lessee's business. Although City will 
use reasonable efforts to minimize the effect of the Master Plan Expansion and other Airport 
changes on Lessee's business, Lessee acknowledges that such activity may have some effect on 
cargo operations occurring at the Airport. 

1.5 Condition of Land and Facilities Assigned 

The Parties acknowledge Lessee's occupancy of the premises commenced 
November 2, 1965 pursuant to that Lease of Plot 6, Public Utilities Commission Resolution No. 
65-0866 and subsequent Airport Lease No. 2798 issued November 1, 1995. Accordingly, Lessee 
hereby accepts the Premises, and any land, facilities, structures and improvements, herein or 
hereafter assigned to it in their present condition and "as is". Lessee acknowledges and agrees 
that neither City nor any or its agents have made, and City hereby disclaims, any representations 
or warranties, express or implied, concerning (i) title or survey matters affecting the Premises, 
(ii) the physical, geological, seismological or environmental condition of the Premises, (iii) the 
quality, nature or adequacy of any utilities serving the Premises, (iv) the present or future 
suitability of the Premises for Lessee's business and intended uses, (v) the feasibility, cost or 
legality of constructing any improvements on the Premises if required for Lessee's use and 
Leaseted under this Lease, or (vi) any other matter whatsoever relating to the Premises or their 
use, including, without limitation, any implied warranties or merchantability or fitness for a 
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particular purpose. Lessee agrees to maintain and to repair at Lessee's own cost and expense, 
any damages caused by its operation and shall replace with equal quality any facility of City used 
by Lessee which requires replacement by reason of Lessee's use thereof in its operation, 
reasonable wear and tear and settlement of the land excepted. 

2. TERM 

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

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

3. USE AND OPERATION 

3.1 Use. Lessee shall use the Premises for the Use and for no other purpose. In the 
event Lessee desires to use the Premises for any purpose other than the Use, Lessee may submit a 
request to Director. Director may, in his/her sole and absolute discretion approve or deny such 
request. Any such decision shl;lll be binding on Lessee. 

3.2 References to Airport. Lessee shall not, without the prior written consent of 
Director, reference City or the Airport for any purpose other than the address of the business to 
be conducted by Lessee in the Premises, nor will Lessee do or Lease anything in connection with 
Lessee'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 Lessee. 

3.3 Prohibited Activities. Without limiting any other provision herein, Lessee shall 
not, without the prior written consent of Director: (a) cause or Lease anything to be done, in or 
about the Premises, or bring or keep anything thereon which might (i) increase in any way the 
rate of fire insurance on the Premises facilities or the Airport or any of its contents by way of 
increased risk of fire or explosion; (ii) create a nuisance; (iii) in any way obstruct or interfere 
with the rights of others on Airport or injure or annoy them; (b) commit or suffer to be 
committed any waste upon the Premises; (c) use, or allow the Premises to be used, for any 
improper, immoral, unlawful or objectionable purpose; or (d) do or Lease to be done anything in 
any way tending to injure the reputation of City or appearance of the Airport; or (e) conduct any 
advertising or promotional activities on the Airport; or (f) conduct any non-emergency aircraft 
maintenance operations; or (g) conduct any aircraft washing. 

3.4 Inspection of Operations. At any time and from time to time, City may conduct an 
inspection of Lessee's operations at the Airport to confirm that such operations comply with the 
requirements set forth herein. Lessee shall cooperate with such inspection. 
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3.5 Representative of Lessee; Access. Lessee shall assure City of emergency access 

to the Premises by providing a list of current emergency telephone numbers at which Lessees 
Representative may be reached on a 24-hour basis. 

3.6 General Obligation. At all times, Lessee shall cause its operations hereunder to 
comply with all present and future federal, state and local laws, rules, regulations, and 
ordinances, as the same may be amended from time to time, whether foreseen or unforeseen, 
ordinary as well as extraordinary, including those relating to (a) health and safety; (b) disabled 
access, including the Americans with Disabilities Act, 42 U.S.C.S. Sections 12101 et. seq. and 
Title 24 ofthe California Code of Regulations, and (c) Hazardous Materials (as defined below) 
(collectively "Laws"), the Airport's Tenant Improvement Guide, as amended from time to time 
(as amended, the "Airport's TI Guide"), and the Rules. City and each City Entity (as defined 
below) shall have no and Lessee waives any liability for any diminution or deprivation of 
Lessee's rights hereunder pursuant to this Section 3.6. As used herein, the term "City Entity" 
shall mean City, Commission, its members, all officers, agents, and employees of each of them, 
and their successors and assigns. As used herein, the term "Lessee Entity" shall mean any 
contractor, employee, agent, licensee or invitee of Lessee. 

3. 7 Security Program. Without limiting the generality of the foregoing, Lessee shall, 
and shall cause each Lessee Entity to, comply with the Airport's Security Program, as the same 
may be modified from time to time. Such compliance may include, but not be limited to: (a) the 
development, implementation, and maintenance of a site-specific security program approved by 
Airport Director; and (b) compliance with requirements relating to employee access 
investigations, identification, access, and reporting of unbadged persons. Lessee may contact the 
Airport Operations Security Unit for more information. 

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

3.9 Premises Must Be Used. It is the intent of the parties hereto that the Lessee shall 
use the entirety of the Premises continuously for the Use and shall not allow the Premises to be 
underutilized or unoccupied without prior written consent of City, which consent may be 
withheld in City's sole discretion. 

4. RENT 

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

(a) "Consumer Price Index" means that index published by the United States 
Department ofLabor, Bureau ofLabor Statistics known as "All Urban Consumers- Ali Items for 
the San Francisco-Oakland-San Jose, California (1982-84 = 1 00)." In the event such index is 
discontinued, then "Consumer Price Index" shall mean an index chosen by Director which is, in 
Director's reasonable judgement, comparable to the index specified above. 
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(b) "Rent Adjustment Date" means June 1st of each year. 

(c) "Base Index" means the most recent Consumer Price Index published 
immediately prior to the Commencement Date. 

(d) "Comparison Index" means the most recent Consumer Price Index 
published immediately prior to each Rent Adjustment Date. 

(e) "Lease Year" means the period commencing on the Commencement Date 
and expiring on the day before the first Rent Adjustment Date, and each subsequent 12-month 
period, commencing on each Rent Adjustment Date and expiring on the day before the 
subsequent Rent Adjustment Date, or expiring on the Expiration Date, as the case may be. 

4.2 Monthly Rent Payments. 

(a) Lessee shall pay, as rent for the Premises, the monthly installment of the 
Annual Rent in advance on or before the first (1st) day of each calendar month of the Term. 

(b) All payments hereunder shall be paid at the office ofDirector, or at such 
other place as City may from time to time designate in writing. 

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

(d) 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 12%) per month, and the maximum rate 
Leaseted by law. Acceptance of any service charge shall not constitute a waiver ofLessee's 
default on the overdue amount or prevent City from exercising any of the other rights and 
remedies available to City. 

4.3 Adjustments to Annual Rent. Commencing on June 1, 2000 and on each Rent 
Adjustment Date thereafter through the fifth (5th) lease year, the Annual Rent will be adjusted, as 
follows: if the Comparison Index shall exceed the Base Index, then the Annual Rent with respect 
to the upcoming Lease Year shall be increased to equal the following amount: 

Initial Annual Rent X Comparison Index 
Base Index 

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

4.4 Fifth Year Rent Adjustment. On the fifth (5th) Rent Adjustment Date, in lieu of 
the annual adjustment set forth in Section 4.3 (Adjustments to Annual Rent), Annual Rent shall 
be reviewed and adjusted upward to equal the greater of the Annual Rent in effect in the fifth 
(5th) Lease Year as adjusted by CPI or the fair market value of the land only as determined by 
reappraisal conducted by City's Director of Property. 

Thereafter, the Annual Rent shall be adjusted annually by CPI adjustment, as provided in 
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Section 4.3 above, except that such adjustment mechanism shall be modified as follows: 

• Initial Annual Rent will be equal to the Annual Rent set for the sixth Lease Year 
of the Term pursuant to this Section 4.4; and 

• Base Index will be equal to the most recent Consumer Price Index published 
immediately prior to the sixth Rent Adjustment Date. 

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

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

4.6 Prepay Rent. Notwithstanding anything to the contrary herein, in the event Lessee 
shall fail to pay any Rent when due hereunder, Director shall have the right to require Lessee to 
pay Rent (including Annual Rent, utility charges, and all other amounts) in advance of when such 
payment would otherwise be due. Such right shall be exercised by a notice from Director to 
Lessee, which notice may be given any time after such default by Lessee, regardless of whether 
the same is cured by Lessee. 

4.7 Cargo Revenue Policy. Lessee acknowledges that City is considering the 
adoption of a Cargo Services Revenue Policy, which policy may initiate the imposition of a 
charge or fee assessed on cargo-related activity that (1) occurs on the Premises, and (2) is 
performed by sublessees, third-party vendors, contractors, or agents on behalf of Lessee. 
Accordingly, Lessee agrees that if City adopts such policy, Lessee shall: (a) pay to City as 
"Additional Rent" the cargo services charge or fee consistent with such policy; (b) provide the 
cargo services reports and Lease City audit rights as required by such policy; and (c) perform 
such other related actions as may be required by the Cargo Service Revenue Policy. City shall use 
reasonable efforts to give notice to Lessee outlining the proposed cargo services revenue policy 
prior to the adoption thereof. 

4.8 Nature of Lease. The Rent due City hereunder shall be absolutely net to City and 
shall be paid without assertion of any counterclaim, setoff, deduction or defense and without 
abatement, suspension, deferment or reduction. Under no circumstances or conditions, whether 
now existing or hereafter arising, and whether or not beyond the present contemplation of the 
parties, shall City be expected or required to make any payment of any kind whatsoever with 
respect to the Premises or be under any obligation or liability hereunder except as expressly set 
forth in this Lease. Except as otherwise expressly provided herein, this Lease shall continue in 
full force and effect, and the obligations of Lessee 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 or the improvements or any part 
thereof; (c) any bankruptcy, insolvency, reorganization, composition, adjustment, dissolution, 
liquidation or other proceeding relating to City, Lessee or any constituent partner of Lessee or 
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any sublessee, licensee or concessionaire or any action taken with respect to this Lease by a 
trustee or receiver, or by any court, in any proceeding; (d) any claim that Lessee or any other 
person has or might have against City (e) any failure on the part of City to perform or comply 
with any of the terms hereof or of any other agreement with Lessee 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 terms of any sublease or other agreement between Lessee and any such 
person; (g) any termination of any sublease, license or concession, whether voluntary or by 
operation of law; or (h) any other occurrence whatsoever, whether similar or dissimilar to the 
foregoing in each case whether or not Lessee shall have notice or knowledge of any of the 
foregoing. The obligations of Lessee hereunder shall be separate and independent covenants and 
agreements. Lessee hereby waives to the full extent Leaseted by applicable law, all rights now or 
hereafter conferred by statute, including without limitation the provisions of Civil Code Sections 
1932 and 1933, to quit, terminate or surrender this Lease or the Premises or any part thereof, or 
to any abatement, suspension, deferment, diminution or reduction of any rent hereunder. 

5. ASSIGNMENT OR SUBLETTING 

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

5.2 No Bonus Value. It is the intent of the parties hereto that the Lease shall confer 
upon Lessee only the right to use and occupy the Premises and to exercise such other rights as are 
conferred upon Lessee by the Lease. The parties agree that the Lease is not intended and thus 
shall have no Bonus Value (as defined below) nor serve as a vehicle whereby Lessee may profit 
by a future Transfer of the Lease or by the right to use or occupy the Premises as a result of any 
favorable terms contained herein or any future changes in the market for leased space. As used 
herein, the term "Bonus Value" shall mean consideration or compensation paid or payable under 
or by virtue of any Transfer, immediately or over the aggregate of the Term, directly or indirectly 
exceeding that paid or payable by Lessee under the Lease (less expenses for verifiable and 
reasonable costs for Lessee improvements, lease concessions, value of Lessee's trade fixtures and 
special equipment conveyed in connection with the Transfer). If Lessee receives any Bonus 
Value during the Term of the Lease or in case of the sublease of a portion of the Premises in 
excess of such rent that is fairly allocable to such portion, Lessee shall pay City fifty percent 
(50%) of the difference between each such payment of sublease rent or other consideration and 
the Rent required hereunder. Accordingly, all such Bonus Value shall belong exclusively to and 
be paid or payable to City as additional rent hereunder. Such additional amounts shall not affect 
or reduce any other obligation of Lessee to pay Rent under this Lease. 

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

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

6. TAXES, ASSESSMENTS AND LIENS 

6.1 Taxes. 

(a) Lessee recognizes and understands that this Lease may create a possessory 
interest subject to property taxation and that Lessee may be subject to the payment of property 
taxes levied on such interest. Lessee further recognizes and understands that any Transfer 
Leaseted under this Lease and any exercise of any option to renew or other extension of this 
Lease, if applicable, may constitute a change in ownership for purposes of property taxation and 
therefore may result in a revaluation of any possessory interest created hereunder. Lessee shall 
pay all taxes of any kind, including possessory interest taxes, that may be lawfully assessed on 
the leasehold interest hereby created and to pay all other taxes, excises, licenses, lease charges 
and assessments based on Lessee's usage of the Premises, all of which shall be paid when the 
same become due and payable and before delinquency. 

(b) Lessee shall report any Transfer, or any renewal or extension hereof, to the 
County of San Mateo Assessor within sixty (60) days after such Transfer transaction, or renewal 
or extension. Lessee further agrees to provide such other information as may be requested by the 
City to enable the City to comply with any reporting requirements under applicable law with 
respect to possessory interests. 

6.2 Other Liens. Lessee shall not Lease or suffer any liens to be imposed upon the 
Premises, the Terminal Building Complex, other Airport property, or any part thereof including 
mechanics', materialmen's and tax liens, as a result of its activities without promptly discharging 
the same. Notwithstanding the foregoing, Lessee may in good faith contest any such lien if 
Lessee provides a bond in an amount and form acceptable to City in order to clear the record of 
any such liens. Lessee shall assume the defense of and indemnify and hold harmless City against 
any and all liens and charges of any and every nature and kind which may at any time be 
established against said premises and improvements, or any part thereof, as a consequence of any 
act or omission of Lessee or as a consequence of the existence of Lessee's interest under this 
Lease. 
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7. ALTERATIONS 

7.1 Improvements. Subject to the provisions of Section 7.2 below, Lessee at its own 
expense may construct, place or erect on the Premises any improvements, make any alterations, 
additions, or improvements thereto, and install all fixtures and equipment therein (collectively 
"Alterations") which it may consider necessary or useful in connection with or related to 
Lessee's business, including Lessee's trade fixtures, specialty equipment, furnishings, finishes, or 
other necessary improvements to Premises and thereafter, to alter, modify or enlarge the same. 

7.2 City's Approval Rights. Lessee shall not make or suffer to be made any 
Alterations without Director's prior written consent. Lessee shall cause all such Alterations to be 
performed in a workmanlike manner, in compliance with the requirements of the Airport's TI 
Guide and all applicable Laws. Without limiting the generality of the foregoing, all Alterations 
shall conform to Commission's established architectural design scheme for the Airport, and may 
require the approval of the Airport's Design Review Committee. Prior to the construction of any 
Alterations, Lessee shall submit detailed plans and specifications to the Director for approval. 
Lessee shall include with its plans and specifications schematic renderings of the common area, 
materials, and a color board(s). All decisions by the Airport's Design Review Committee shall 
be made subject to the approval of the Airport Commission. Director's approval rights will 
extend to and include architectural and aesthetic matters and City reserves the right to reject any 
designs submitted and to require Lessee to resubmit designs until they meet Director's approval. 
In the event of disapproval by City of any portion of the plans and specifications, Lessee will 
promptly submit necessary modifications and revisions thereof. No changes or alterations will be 
made in said plans or specifications after approval by Director. City agrees to act within a 
reasonable period of time upon such plans and specifications and upon requests for approval of 
changes or alterations in said plans or specifications. One copy of plans for all proposed 
Alterations will, within fifteen ( 15) days after approval thereof by Director be signed by Lessee 
and deposited with City as an official record thereof. All Alterations shall be effected through 
the use of contractors approved by Director who shall furnish to Director upon demand such 
completion bonds and labor and material bonds as Director may require so as to assure 
completion of the Alterations on a lien-free basis. Without limiting the requirements set forth 
above, Lessee acknowledges and agrees that Lessee may be required to obtain approvals for any 
desired Alterations from the Airport's Building Inspection and Code Enforcement (BICE) 
Division. 

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

7.4 Title to Alterations. Except as provided herein, on revocation or termination of 
this Lease, all Alterations made by Lessee, including all structural construction, foundation, roof, 
HV AC, plumbing, electrical and similar equipment shall vest in City. Title to all Alterations of 
such a nature as cannot be removed without substantial damage to the building, including all 
carpeting, decorations, finishings, and counters, shall vest in City on the revocation or 
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termination of this Lease. All other equipment of such nature as to constitute trade fixtures shall 
remain the property of Lessee. On the revocation or termination of this Lease, Lessee may 
remove said trade fixtures or Director may require that Lessee remove same at Lessee's expense. 
Prior to the Commencement Date, Lessee shall submit to Director a proposed list of such trade 
fixtures; said list may be subsequently amended during the term of this Lease to reflect any 
changes in said trade fixtures. Lessee agrees and understands that fixture is defined 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 revocation or termination of this Lease, all 
fixtures, other than those deemed trade fixtures by City, shall become the property of City. 
Lessee shall be liable to City for City's costs for storing, removing and disposing of any 
alterations of Lessee's personal property, and of restoration of the Premises. 

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

7.6 Relocation of Pipelines. In the event that any City-owned pipelines used by 
Lessee, or pipelines and appurtenances installed by Lessee be so located that it shall be necessary 
to change, alter, remove or reconstruct same in order to allow City to install a sewer or drain line, 
or other system or if a change of concourse, Terminal buildings or aircraft apron boundaries is 
required by City, Lessee at its own and sole expense, shall make such change, alteration, removal 
or reconstruction of said pipeline as is requested by City, necessitated by such change, even 
though said pipelines are owned by City. 

8. UTILITIES 

During the term of this Lease, Lessee shall have the right to obtain adequate service from 
City's water, sewage, storm water drainage and electric power facilities, but shall acquire no title 
thereto. Lessee shall have the right to request and receive telephone and communications 
services and electricity or industrial gas service, subject to the customary rules and regulations of 
these utility companies, from the utility companies furnishing such services, whether the 
companies deliver such services directly through their own conduits or pipes or through conduits 
or pipes owned by City. In the event City decides to provide directly to the Premises telephone, 
communications, electricity or industrial gas service, then Lessee shall pay to City a charge 
therefore determined by City which shall not exceed the amount which would have been charged 
had the utility provided such service. Lessee agrees to pay all charges legally exacted for said 
utility services. 
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It is agreed that adequate connections available to Lessee for the herein mentioned 

utilities are now located in the vicinity of the Premises and specifically at those points 
ascertained by Lessee from City by a field inspection made by Lessee prior to the execution of 
this Lease. Lessee may alter, relocate, or add to said existing facilities and utilities, including 
telecommunications pursuant to section 8.1, provided written approval by City of plans for such 
alteration or relocation is first obtained which approval shall not be unreasonably withheld or 
unduly delayed. Any such alterations, relocations, or additions shall be made at the sole cost and 
expense of Lessee. Lessee shall not cross connect water supplies from sources other than City's 
supply pipes. City shall have no liability for failure, uncontrollable upon the part or City, or any 
said utility or other services hereinabove enumerated, to Lessee. City shall have the right, at all 
times, without unreasonably or unduly interfering with Lessee" use of the Premises, to enter 
upon the Premises and install, construct, maintain, operate and remove water pipes, drainage 
pipes, electric power supply lines, telephone and communication conduits, sewage lines for 
general airport use, and, unless due to the fault of Lessee, the expense of any said operation shall 
be borne by City. In the event of any excavation by City upon the Premises for any or said 
purposes, said Premises shall be restored to the immediately prior condition at City's expense, 
unless due to the fault of Lessee, in which event such costs shall be borne by Lessee. 

Prior to the beginning of any construction by Lessee, Lessee shall locate all existing 
underground utilities belonging to City or its tenants in order to avoid damage to said utilities. 
City shall cooperate in such action by providing to Lessee, within a reasonable time after 
Lessee's request, documents and data relating to such utilities, to the extent reasonably available 
to City. Any damage to existing pavement, underground facilities or other improvements 
belonging to City or its lessees caused by Lessee's operations shall be repaired to the satisfaction 
of City by Lessee at Lessee's expense. Lessee shall promptly backfill any trench made by it on 
said Premises so as to leave the surface of the ground thereover, as nearly normal as practical, 
and restore pavement and landscaping to its original condition. This shall include Lessee's 
restoration of landscaping, fencing, gates, roadways, traffic signs, dryways, parking lots, 
guardrails or any other improvements. 

Lessee shall pay the whole cost for all utility services as invoiced to Lessee by Airport 
and for such other special services which it may require upon the Premises, and Lessee hereby 
expressly waives the right to contest any utility rates. 

8.1 Telecommunications. In no event will Lessee have any rights to license, Lease, or 
sublease to a telecommunications provider the right to install or operate on the Premises 
telecommunications equipment, including antennas, unless such equipment is to service 
exclusively Lessee's operations. City reserves the right to license, Lease, or lease to a 
telecommunication provider the right to install and operate such equipment on the Premises and 
the facilities thereon, with rights of access thereto. 

8.2 Waiver of Damage. Lessee hereby expressly waives any and all claims for 
damages arising or resulting from failures or interruptions of utility services furnished by City 
hereunder including but not limited to electricity, gas, water, plumbing, sewage, telephone, 
communications, or for the failure or interruption of any public or passenger conveniences. 
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8.3 Sewers and Drains. Drains or other facilities provided by Lessee for the purpose 

of disposing of storm or other waters shall in no case be connected to sanitary sewers. In the 
event that Lessee's facilities (either storm or sanitary) are below an elevation that will Lease 
gravity flow into facilities provided by City, then Lessee shall provide and maintain such 
pumping facilities as may be necessary to deliver stormwater or sanitary sewage to the proper 
drainage system facilities or sanitary sewage to the proper drainage system facilities or sanitary 
sewers provided by City for the disposal of same. Lessee must provide adequate separations to 
prevent flow into the sanitary sewer system of petroleum products or chemicals or any foreign 
matter. Lessee shall take all reasonable precautions to prevent material going into the drainage 
system which would create interference with the flow therein, or which would cause undue 
hazards or unlawful contamination of the waters of the San Francisco Bay into which the 
drainage flow may be deposited. 

9. MAINTENANCE AND REPAIR 

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

9.2 Lessee's Maintenance Obligations. 

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

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

(c) Lessee shall, and shall cause its Lessee Entities to, maintain and keep the 
ramp and parking area in a neat, clean and orderly condition, free from litter, debris, refuse, 
petroleum products or grease that may accumulate thereon as a result of Lessee's operations 
hereunder. 

10. SIGNS AND ADVERTISING 

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

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

11. WAIVER; INDEMNITY; INSURANCE 

11.1 Waiver. Lessee, on behalf of itself and its successors and assigns, waives its 
rights to recover from and forever releases and discharges City and all City Entities and their 
respective heirs, successors, personal representatives and assigns, from any and all Losses 
whether direct or indirect, known or unknown, foreseen or unforeseen, that may arise on account 
of or in any way be connected with (a) the physical and environmental condition of the Premises 
or any law or regulation applicable thereto, including all Environmental Laws; (b) any damage 
suffered or sustained by Lessee or any person whosoever may at any time be using or occupying 
or visiting the Premises or the Airport, or (c) any act or omission (whether negligent, non­
negligent, or otherwise) of Lessee or any Lessee Entity, whether or not such Losses shall be 
caused in part by any act, omission, or negligence of any of City, Commission, its members, or 
any officers, agents, and employees of each of them, and their 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, Lessee expressly waives the benefits of Section 1542 of 
the California Civil Code, which provides as follows: "A GENERAL RELEASE DOES NOT 
EXTEND TO CLAIMS WHICH THE CREDITOR DOES NOT KNOW OR EXPECT TO 
EXIST IN HIS FAVOR AT THE TIME OF EXECUTING THE RELEASE, WHICH IF 
KNOWN TO HIM MUST HAVE MATERIALLY AFFECTED THE SETTLEMENT WITH 
THE DEBTOR." 

11.2 Indemnity. In addition to, and not in limitation of the foregoing, Lessee shall 
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forever indemnify, defend, hold and save City and each City Entity free and harmless of, from 
and against any and all Losses caused in whole or in part by (a) any act or omission of Lessee or 
any Lessee Entity, (b) Lessee's use of the Premises or operations at the Airport, or (c) any default 
by Lessee or any Lessee Entity hereunder, whether or not Losses shall be caused in part by any 
act, omission or negligence of City or any City Entity. The foregoing indemnity shall not extend 
to any loss caused solely by the sole gross negligence or willful misconduct of City. 

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

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

11.5 Insurance. Lessee shall procure and maintain during the Term the following 
msurance: 

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

(b) Comprehensive General Liability Insurance with limits not less than 
$25,000,000 each occurrence Combined Single Limit for Bodily Injury and Property Damage, 
including Premises Operations, Contractual Liability, Personal Injury, Products Liability and 
Completed Operations Coverages, Cargo Legal Liability, Vehicles operated on restricted access 
airport premises, Hangars-Keepers Liability, Explosion, Collapse, Underground, Sudden and 
Accidental Pollution. 

(c) Comprehensive Automobile Liability Insurance with limits not less than 
$5,000,000 each occurrence Combined Single Limit for Bodily Injury and Property Damage, 
including Employer's non-ownership liability and hired auto coverages. 

(d) Property Insurance on an all risk form covering all Premises Lessee 
improvements, fixtures, and equipment, insuring against the perils of fire, lightning, extended 
coverage perils, vandalism and malicious mischief in the Premises in an amount equal to the full 
replacement value of Lessee improvements, fixtures and equipment. 

(e) Business Interruption Insurance insuring that the Rent will be paid to City 
for a period of at least one (1) year if Lessee is unable to operate its business at the Premises due 
to a risk required to be insured against by Lessee hereunder. Said insurance shall also cover 
business interruptions due to failures or interruptions in telecommunications services, strikes, 
employee lockouts, riots, or other civil commotion. 
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11.6 Form of Policies. All insurance required by Lessee hereunder shall be pursuant to 

policies in form and substance and issued by companies satisfactory to City and City's City 
Attorney. City may, upon reasonable notice and reasonable grounds increase or change the 
required insurance hereunder, in which event Lessee shall obtain such required insurance. 

Lessee shall not do anything, or Lease anything to be done, in or about the 
Premises or any improvements Leaseted hereunder that would create any unusual fire risk, and 
shall take commercially reasonable steps to protect City from any potential premises liability. 
Lessee shall faithfully observe, at its expense, any and all reasonable requirements of City's Risk 
Manager with respect thereto and with the requirements of any policies of public liability, fire or 
other policies of insurance at any time in force with respect to the Premises and any 
improvements as required hereunder. 

Without limiting the generality of the foregoing, all Comprehensive General 
Liability Insurance, Comprehensive Automobile Liability Insurance, and Property 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 of them 
(collectively "Additional Insureds"); 

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

(c) That the insurance company shall give thirty (30) days prior written notice to 
City of cancellation, non-renewal or reduction in coverage or limits, delivered to City at City's 
Notice Address. 

11.7 Delivery of Policies or Certificates. On or before the Commencement Date, 
Lessee shall provide to City copies of its insurance policies or certificates thereof evidencing the 
above insurance. 

11.8 Subrogation. Notwithstanding anything to the contrary herein, Lessee waives any 
right of recovery against City for any loss or damage to the extent the same is required to be 
covered by Lessee's insurance hereunder. Lessee shall obtain from its insurer, if possible, a 
waiver of subrogation the insurer may have against City or any City Entity in connection with 
any Loss covered by Lessee's property insurance policy. 

12. DEPOSIT 

12.1 Form of Deposit. Within ten (I 0) days after the Effective Date, Lessee will 
deliver to Director a security deposit (the "Deposit") in the Deposit Amount. Such Deposit shall 
be in the form of (a) a surety bond payable to City, naming City as obligee, and otherwise in form 
satisfactory to City's City Attorney, and issued by a surety company satisfactory to Director, or 
(b) a letter of credit naming City as beneficiary, and otherwise in form satisfactory to City's City 
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Attorney, issued by a bank satisfactory to Director. Such bond or letter of credit shall be renewed 
annually and increased annually such that at all times, the Deposit is equal to six (6) times the 
monthly installment of the then current Annual Rent, all at Lessee's cost. Such bond or letter of 
credit shall be kept in full force and effect during the Term to ensure the faithful performance by 
Lessee of all covenants, terms, and conditions of this Lease, including payment of Rent. Lessee 
shall cause the surety company or bank issuing such bond or letter of credit to give Director 
notice in writing by registered mail at least forty-five (45) days prior to the expiration date of 
such bond or letter of credit of its intention not to renew said bond or letter of credit. 

12.2 Use of Deposit. If Lessee fails to pay Rent or otherwise defaults with respect to 
any provision of this Lease, City may use, apply or retain all or any portion of the Deposit for the 
payment of Rent or other charge in default or for the payment of any other sum to which City 
may become obligated by reason of Lessee's default or to compensate City for any loss or 
damage which City may suffer thereby. If City so uses or applies all or any portion of the 
Deposit, Lessee, within ten (1 0) days after demand therefor, shall deposit other security 
acceptable to Director with City in an amount sufficient to restore the Deposit to the full amount 
thereof. In the event the bonding company or bank declines to renew or elects to cancel the bond 
or letter of credit comprising the Deposit, Lessee shall, at least fifteen ( 15) days prior to the 
expiration or cancellation date, replace such bond or letter of credit with another bond or letter of 
credit. If Lessee fails to do so, City may, without notice to Lessee, draw on the entirety of the 
Deposit and hold the proceeds thereof as security hereunder. City shall not be required to keep 
the Deposit separate from its general accounts. IfLessee performs all of Lessee's obligations 
hereunder, the Deposit, or so much thereof as has not theretofore been applied by City, shall be 
returned, without payment of interest or other increment for its use, to Lessee (or, at City's 
option, to the last assignee, if any, of Lessee's interest hereunder) at the expiration of the Term, 
and after Lessee has vacated the Premises. No trust relationship is created herein between City 
and Lessee with respect to the Deposit. 

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

13. DAMAGE OR DESTRUCTION 

13.1 Partial Destruction of the Premises. 

(a)In the event the improvements on the Premises are damaged by any casualty 
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which is required to be insured against pursuant to this Lease, then Lessee shall repair such 
damage as soon as reasonably possible 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 maintained pursuant to this Lease, then City may, at 
City's option, either (i) repair such damage as soon as reasonably possible at City's expense, in 
which event this Lease shall continue in full force and effect, or (ii) give written notice to Lessee 
within sixty (60) days after the date of occurrence of such damage of City's intention to terminate 
this Lease. Such termination 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 Lessee or a Lessee Entity, then Lessee shall repair such damage, promptly at its sole cost 
and expense. 

(d) In the event City elects to terminate this Lease pursuant to this Section 13.1, 
Lessee shall have the right within ten (1 0) days after receipt of the required notice to notify City 
of Lessee's intention to repair such damage at Lessee's expense, without reimbursement from 
City, in which event this Lease shall continue in full force and effect and Lessee shall proceed to 
make such repairs as soon as reasonably possible. If Lessee 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 repair any injury or damage by fire or other cause, or to make any 
restoration or replacement of any office fixtures, partitions, railings, ceilings, floor covering, 
equipment, machinery or fixtures or any other improvements or property installed in the Premises 
by Lessee or at the direct or indirect expense of Lessee. Lessee shall be required to restore or 
replace same in the event of damage. 

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

13.3 Damage Near End of the Term. If during the last year of the Term the 
improvements on the Premises are partially destroyed or damaged, City may at City's option 
terminate this Lease as of the date of occurrence of such damage by giving written notice to 
Lessee of City's election to do so within thirty (30) days after the date of occurrence of such 
damage. In the event City elects to terminate this Lease pursuant hereto, Lessee shall have the 
right within ten (1 0) days after receipt of the required notice to notify City in writing of Lessee's 
intention to repair such damage at Lessee's expense, without reimbursement from City, in which 
event this Lease shall continue in full force and effect and Lessee shall proceed to make such 
repairs as soon as reasonably possible. 

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

14. DEFAULT; REMEDIES 

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

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

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

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

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

(e) Lessee shall voluntarily abandon, desert or vacate the Premises; or 

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

(g) Lessee shall fail to provide the Deposit within ten (1 0) days after the Effective 
Date or shall fail to maintain in full such Deposit at all times during the Term of this Lease, and 
such failure shall continue for a period of more than three (3) days after delivery by Director of 
written notice of such breach or default; or 

(h) Lessee shall fail to obtain and maintain the insurance required hereunder, or 
provide copies of the policies or certificates to City as required herein; or 
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• 
(i) Lessee 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 delivery by Director of a written notice of such failure (the "First 
Notice"); or if satisfaction of such obligation requires activity over a period of time, if Lessee 
fails to commence the cure of such failure within three (3) days after receipt of the Fir$t Notice, 
or thereafter fails to diligently prosecute such cure, or fails to actually cause such cure within one 
hundred twenty (120) days after the giving of the First Notice; or 

(j) Lessee shall not use or give its permission to any person to use any portion of 
the Premises or the Airport used by Lessee under this Lease for any illegal purpose, or any 
purpose not approved by Director. 

(k) There shall occur a default under any other agreement between Lessee 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 Lessee 
shall be entitled to additional notice or cure rights with respect to such default other than as may 
be provided in such other agreement. 

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

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

(i) The "worth at the time of the award" of the unpaid Rent earned to the 
time of termination hereunder; 

(ii) The "worth at the time of the award" ofthe amount by which the unpaid 
Rent which would have been earned after termination until the time of 
award exceeds the amount of such rent loss that Lessee proves could be 
reasonably avoided; and 

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

(iv) any other amount necessary to compensate City for all the detriment 
proximately caused by Lessee's failure to perform its obligations under 
this Lease or which in the ordinary course of things would be likely to 
result therefrom. 
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For purposes of the foregoing, the "worth at the time of award" of the amounts referred to in 
clauses (i) and (ii) above is computed by allowing interest at the lower of 18% per annum and the 
highest rate legally Leaseted under applicable law. The "worth at the time of award" of the 
amount referred to in clause (iii) above is computed by discounting 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 efforts by City to mitigate damages caused by 
Lessee's breach ofthis Lease shall not constitute a waiver of City's right to recover damages 
hereunder and shall not affect the right of City to indemnification pursuant to the provisions of 
Section 11 [Waiver; Indemnity; Insurance] hereof. 

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

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

14.3 City's Right to Perform. All agreements and provisions to be performed by 
Lessee under any of the terms of this Lease shall be at its sole cost and expense and without any 
abatement of Rent. If Lessee shall fail to make any payment or perform any act on its part to 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 Lessee from any 
obligations of Lessee, make any such payment or perform any such other act on Lessee's part to 
be made or performed as provided in this Lease. All sums so paid by City and all necessary 
incidental costs shall be deemed additional rent hereunder and 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 thereof by Lessee as in the case of default by Lessee in 
the payment of Rent. 

14.4 Rights Related to Termination. In the event of any termination based on any 
breach of the covenants, terms and conditions contained in this Lease, City shall have the option 
at once and without further notice to Lessee 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 Lessee without City being liable to Lessee for damage or loss thereby 
sustained by Lessee. Upon such termination by City, all rights, powers and privileges of Lessee 
hereunder shall cease, and Lessee shall immediately vacate any space occupied by it under this 
Lease, and Lessee shall have no claim of any kind whatsoever against City or any City Entity by 
reason of such termination, or by reason of any act by City or any City Entity incidental or related 
thereto. In the event of the exercise by City of such option to terminate, Lessee shall have no 
right to or claim upon any improvements or the value thereof, which may have been previously 
installed by Lessee in or on the Premises. 

14.5 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. 

14.6 Prepayment. As provided in Section 4.6 [Prepay Rent], if Lessee defaults in the 
payment of Rent, City may require prepayment of Rent. Such right shall be in addition to and 
not in lieu of any and all other rights hereunder, or at law or in equity. 

14.7 Fines. If Lessee defaults under any of the Lease terms specified below, Director 
may elect to impose the fines described below on the basis of per violation per day: 
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Violation 

Violation of Premises Clause 

Violation ofUse Section 

Failure to cause operations or 
Premises to comply with Laws 

Construction or Alterations without 
City approval 

Failure to make required 
repairs 

Failure to obtain or maintain 
insurance 

Failure to obtain or maintain 
Deposit 

Section 

$300. 

3 $300. 

3.6, 3.7 $300. 

7.2 $300. 

9 $300. 

11 $100. 

12 $100. 

Director's right to impose the foregoing fines shall be in addition to and not in lieu of any and all 
other rights hereunder, in the Airport Rules, or at law or in equity. City shall have no obligation 
to Lessee to impose fines on or otherwise take action against any other Lessee at the Airport. 
THE PARTIES HAVE AGREED THAT A VIOLATION OF ANY OF THE ABOVE TERMS 
SHALL RESULT IN CITY INCURRING DAMAGES, WHICH ARE IMPRACTICAL OR 
IMPOSSIBLE TO DETERMINE. THE PARTIES HAVE AGREED THAT THE ABOVE 
FINES ARE A REASONABLE APPROXIMATION OF SUCH DAMAGES. Such fines shall 
constitute "Additional Rent". 

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

14.9 Waiver ofNotice. Except as otherwise expressly provided in this Section 14, 
Lessee hereby expressly waives, so far as Leaseted 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 Lessee, for and on behalf of itself and all persons claiming through or under Lessee, also 
waives any right of redemption or relief from forfeiture under California Code of Civil Procedure 
Sections 1174 or 1179, or under any other present or future law, if Lessee is evicted or City takes 
possession of the Premises by reason of any default by Lessee hereunder. 
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