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May 25, 2011

The Honorable City Council
of the City of Los Angeles
City Hall, Room 395

Los Angeles, CA 90012

APPROVAL OF TEN YEAR LEASE AND LICENSE AGREEMENT WITH
ALASKA AIRLINES, INC. COVERING DEMISED PREMISES OF
APPROXIMATELY 67,410 SQUARE FEET IN TERMINAL 6 AT LOS
ANGELES INTERNATIONAL AIRPORT.

Subject:

In accordance with Section 606 of the City Charter, the Board of Airport Commissioners
transmits for your approval a ten year Lease and License Agreement with Alaska Airlines, Inc.
for premises in Terminal 6 at Los Angeles International Airport.

RECOMMENDATION FOR CITY COUNCIL

1. APPROVE the ten vear Lease and License Agreement with Alaska Airlines, Inc. at Los
Angeles Internationat Airport.

2. CONCUR in the Beoard's action authorizing the Executive Director to execute the ten
year Lease and License Agreement with Alaska Airlines, Inc.

3 FIND that this action is exempt from the California Environmental Quality Act (CEQA)
pursuant to Article Il Class 1(18)(c) of the L.os Angeles City CEQA Guidelines.

The Board of Airport Commissioners, at their meeting held on Aprit 4, 2011, by Resolution No.
24422 approved the ten year Lease and License Agreement with Alaska Airlines, Inc. subject to
the approval of your Honorable Body, is attached.

There is no fiscal impact to the City's General Fund as a result of this action.

CONCLUSION

Please return the attached ten ysar Lease and License Agreement with Alaska Airlines, Inc. to
the Depariment of Airports’ Board Office after City Council approval and Certification of that

approval.

Very truly yours,

=l

Sandr: Miller — Commission Executive Assistant li
BOARD OF AIRPORT COMMISSIONERS

cc:Trade, Commerce and Tourism Committee
Councilmember Hahn, E-file
Counciimember Rosendahl, E-file
Councilmember L.aBonge, E-file.
CAQ (Airport Analyst), E-file
CLA (Airport Analyst), E-file
City Clerk’s Office, Enc. (one original and one copy)

lHornia Y00G8-2216  Telephone 310 646 5252 Internet www.lawa.acro



Los Angeles

World Airporis

RESOLUTION NO. 24422

WHEREAS, on recommendation of Management, there was presented for approval, a ten (10)-
year Terminal Space Lease and License Agreement with Alaska Airlines, Inc. in Terminal 6 at Los
Angeles International Airport, including obligations for Alaska Airlines, Inc. to make major
improvements fo Terminal 6 that would proceed in conjunction with a Settlement Agreement
related to past rates and charges litigation; and

Lax WHEREAS, key components of the Lease include:
LAMniarie
o Term:

Wan Muys The Lease commences on the Closing Date defined in the Setlement Agreement as the date
ity of Los Angeles thai the Lease is approved by the City Council and executed by Los Angeles World Airports
sonio & Vilaraias (LAWA). Based on LAWA's experience with forty (40} year leases in certain terminals at Los
Ve Angeles International Airport (LAX) and the uncertainties inherent in the airline industry,
Boord of Aisport LAWA has sought to minimize the term of lease agreements for passenger terminals at LAX
Commissioners to a more reasonable term. The Lease expires ten (10) years from the Rent Commencement

Date, which is the earlier of (i) April 1, 2012, or {ii) the date that Alaska Alrlines, Inc.
et b basen (“Alaska") commences flight operations from Terminal 8.
Vateria C Velasen s Terminal Renovations:
View President The Lease requires Alaska to make renovations in Terminal 8 as outlined in Schedule 1 of
loseph & Aredas the Lease, |nciuding but nO‘{ “mlted to

Robest O Beyar

byl Hi « relocating airlines and other tenants to enable rencvations {o Terminal 6;

A, terres-Gid

£
F.
¥ e designing and implementing a new inline Checked Baggage Inspection System (CBIS)
Ging Marie Lindsey and baggage sorting system for use by all Terminal 6 airlines;

Exeoutive Diveotor
e Upgrading holdrooms and providing Federal Inspection Services capability to at least two
additional gates that currently only have domestic capabilities;

e installing Common Use Systems to allow any airline to use Alaska's gates for processing
passengers;

e expanding the Terminal 6 west ticket counter lobby,
¢ enlarging the passenger security screening checkpoini;
¢ refurbishing the arrival/lbaggage claim area;

» creating consolidated operations space and building a new premium passenger lounge;
conducting preparatory work to facilitate LAWA’s escalator replacement plans in certain
areas of Terminal 6;

o upgrading associated building infrastructure required io support facility improvement; and

WHEREAS, these renovations, which are estimated to cost approximately $271,000,000, are
categorized as follows:

e Terminal 6 Relocations - relocation of airlines and other tenanis to enable the
renovations of Terminal 6. Relocations are an estimated cost of $12,682,371; LAWA wil
provide Alaska rent credits.

= Terminal 8 Airling Renovations — improvements that are usable by any airline operating in
Terminal 6, located in parts of Terminal 6 classified as “airline areas”, and a proportionate
share of building improvements allocated to “airline areas” of the terminal. The Terminal
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6 Airline Renovations are estimated to cost $161,706,413, including reimbursable costs
associated with the Terminal 6 in-line CIBS. The Terminal 6 Airline Renovations are
divided into ten components; LAWA will purchase each component as it is completed.

» Terminal 6 Renovations — improvements that are allocated to the "non-airline areas” of
Terminal 6, including expansion of the building footprint for an improved security
checkpoint, renovations specific to the “non-airiine areas” of Terminal 6, and a
proportionate share of the building improvements allocated to “non-airline areas” of the
terminal. The Terminal 6 Renovations are estimated {o cost §77,923,234. LLAWA will
provide rental credits to Alaska in equal installments over the term of the Lease, including
annualized accrued interest at eight percent (8%) on the outstanding principal, unless
LAWA, subject to Board approval, purchases the unamortized balance of the Terminal 6
Renovations.

» Alaska Renovations — improvements branded and unique to Alaska's operational needs,
including specialty lighting, finishes or other architectural elements specifically selected
by Alaska. The Alaska Renovations are estimated o cost $18,606,322, and will be fully
funded by Alaska.

» Construction Rent:
The Lease stipulates that Alaska will pay approximately $4,200,000 in consiruction rent
following the Lease Commencement Date to compensate LAWA for revenue lost due to
impacts from terminal renovations and new space occupied by Alaska during construction.

s Credits for Maintenance and Operating Expense — During Construction Period:

The Lease also provides that LAWA will issue rental credits to Alaska for baggage systems
and jet-bridge maintenance expenses that Alaska incurs during the construction period.
Currently, these systems are maintained by LAWA and LAWA recovers these Maintenance &
Operation (M&QO) costs directly from airlines operating in Terminal 6. Because Alaska will be
altering these systems during the construction period, Alaska will assume responsibility for
their maintenance and operation. LAWA will continue to recover M&O charges from airlines
operating in Terminal 6, and will provide Alaska with credits for these costs during the
construction period only. After construction is complete, Alaska will operate and maintain the
systems, but will charge other airlines using the systems directly for their use.

= Demised Premises:

On the Lease Commencement Date, the demised premises will consist of approximately
16,990 square feet of space. On the Rent Commencement Date, the demised premises will
consist of approximately 67,410 square feet of space. The increased demised premises
results from the addition of holdroom and baggage area spaces that will be added to the
Lease upon completion of proposed renovations. Following completion of the renovations, to
reflect as-built conditions, the demised premises may be revised by the Executive Director
through revision to Exhibit A of the Lease to correct any deficiencies in the description of the
constructed premises, subject to City Attorney approval as to form, so long as the revision
does not exceed 10% of the estimated square feet shown on Exhibit A for Rent
Commencement Date.

= Rent Commencement Date:
The Lease stipulates that Alaska will begin to pay all rent on the Rent Commencement Date,
which is the earlier of (i} April 1, 2012, or (i} the date that Alaska commences flight
operations from Terminal 6.

« Base Rent;
At the Rent Commencement Date, Alaska will pay Base Rent as set by the Board of Airport
Commissioners (BOAC) by multiplying Alaska sqguare feet by either (i) a base renial rate
calculated by dividing all applicable base building charges allocated to ailine areas in
Terminal § (inchuding land rent, debt service, coverage, amortization) by airline square feet in
the terminal, or (i) the Unified Capital Charge (UCC) once adopted by the BOAC.



Resolution No. 24422 -3-

Unified Capital Charge:

Alaska acknowledges that LAWA may adopt the LCC in order fo recover capital costs
incurred by LAWA at LAX. The UCC will be based on LAWA's aggregate costs of acquiring,
financing or constructing all assels comprising the LAX terminals or reasonably necessary for
the functioning of the LAX terminals, including, but not limited {o, historic costs, costs incurred
for outstanding bond defeasance which were used to make terminal improvements at LAX,
costs incurred to buy out existing leases, and the costs incurred from time to time to setlle
certain terminal matters. Alaska agrees to be subject to the UCC once this charge is adopted
by the BOAC.

M&O Rates:

Pursuant to the Lease, Alaska will be required to pay Terminal Expense Additional Rent,
which is composed of (i) Terminal Regular Expense Additional Rent, (i) Alaska's share of
Terminal Special Use Share of Terminal Special Expenses, and (iii) Terminal Special
Equipment Expenses Additional Rent. The methodology of calculating maintenance and
operation expenses is the methodology used in the Los Angeles International Airport
Passenger Terminal Tariff and may be amended from time to time.

Equipment Use:
Upon completion of approved renovations projects including the inline baggage handling

systemn, the common use system, and jet bridge renovations, LAWA will purchase the
improvements from Alaska and lease back these systems to Alaska in accordance with the
Lease.

Performance Guarantee;

The Lease requires Alaska to provide an irrevocable bank letter of credit in an amount three
times (3x) the sum of the amount of the initial estimated monthly installment total rents due
LAWA in accordance with LAWA policy as approved by the BOAC.,

Credits, Purchase Obligation and Purchase Option:

LAWA's credit obligation for Terminal 6 Relocations shall not exceed $12,682,371. LAWA's
total obligation to purchase Terminal 6 Airline Renovations shall not exceed $143,778,833. It
is projected that funding of $17,927,580 will be received from the Transportation Security
Administration (TSA) for the inline CBIS Project to reimburse Alaska for approved inline CBIS
expenditures. Also, should LAWA determine to exercise the option to purchase the Terminal
6 Renovations instead of providing rental credits to Alaska, staff will request additional
funding authority in an amount not to exceed $77,923,234, when requesting BOAC authority
to exercise the option to purchase Terminal 6 Renovations.

Gate Use:
The Lease includes LAWA's standard language for LAWA-established preferential-use and
common-use gate assignment protocols; and

WHEREAS, the projected Plan of Finance is as follows:

Uses:
Alaska Proprietary Imprv. (Club Room, Finishes, etc) $ 18,600,000
Airline Relocations 12,700,000
In-Line CIBS (including TSA reimbursable portion) 62,000,000
Terminal Building Improvements (Airline share) 99,800,000
Terminal Building Improvements (non-airline share) 77.900.000
$271,000,000
Sources:  Alaska Airlines invested capital $ 18,600,000
LAWA Commercial Paper/Long Term Debt 156,500,000
LAWA Cash/PFC collections/TSA reimbursements 95,900,000

$271,000,000; and
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WHEREAS, the issuance of permits, leases, agreements or other entitiements granting use of an
existing facility at a municipal airport is exempt from the requirements of the California
Environmental Quality Act (CEQA) pursuant to Article Il Class 1(18){c) of the Los Angeles City
CEQA Guidelines; and

WHEREAS, Alaska will comply with the provisions of the Living Wage/Service Contractor Worker
Retention Ordinances; and

WHEREAS, this action is statutorily exempt from the provisions of the Minority/Women Business
Enterprise Program pursuant to Mayor's Executive Directive 2001-26; and

WHEREAS, Alaska will comply with the provisions of the Affirmative Action Program; and

WHEREAS, Alaska is not required to obtain a Business Tax Registration Certificate for the Lease
Agreement; and

WHEREAS, Alaska will comply with the provisions of the Child Support Obligations Ordinance;
and

WHEREAS, Alaska has approved insurances, in the terms and amounts required, on file with
LAWA: and

WHEREAS, Alaska must submit the Contractor Respansibility Program Pledge of Compliance,
and comply with the provisions of said program; and

WHEREAS, Alaska must be determined by the Public Works — Office of Contract Compliance to
he in compliance with the provisions of the Equal Benefits Ordinance; and

WHEREAS, Alaska will be required to comply with the provisions of the First Source Hiring
Program for all non-trade LAX jobs; and

WHEREAS, actions taken on this item by the Board of Airport Commissioners will become final
pursuant to the provisions of L.os Angeles City Charter Section 606;

NOW, THEREFORE, BE IT RESOLVED that the Board of Airport Commissioners determined
that this action is exempt from the California Environmental Quality Act requirements; adopted the
Staff Report; approved the Terminal Space Lease and License Agreement with Alaska Airlines,
Inc. in Terminal 6 at Los Angeles International Airport that will generate approximately $4,200,000
in revenue in the first year to Los Angeles World Airports; further approved appropriation of
$161,706,413 from the Los Angeles International Airport Revenue Fund to cover costs of Airline
Renovaiions and Transportation Security Administration reimbursements, for allocation to Work
Breakdown Structure Element 1.11.12-700 — Terminal 6 Renovations as needed; and authorized
the Executive Director or designee to execute the Terminal Space Lease and License Agreement
with Alaska Airlines, inc. in Terminal 6 at Los Angeles International Airport upon approval as to
form by City Attorney and upon approval by the Los Angeles City Council.

olo
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AIRLINE TERMINAL SPACE LEASE
AND LICENSE AGREEMENT

THIS AIRLINE TERMINAL SPACE LEASE AND LICENSE AGREEMENT is made
as of April , 2011 (the “Execution Date™) between the CITY OF LOS ANGELES, acting
by and through the Board of Airport Commissioners of its Department of Airports, as landlord
and licensor, and Alaska Airlines, Inc., as tenant and licensee. The terms “Lease”, “Landlord”,
and “Tenant”, and certain other terms used in this Lease and not defined elsewhere in the text of
this Lease, are used with the meanings specified in Section 27; terms defined elsewhere in the
text of this Lease are listed in the Index of Defined Terms appearing following the Table of
Contents.

WHEREAS, the Tenant seeks to relocate its operations at the Airport from Terminal 2
and Terminal 3 to Terminal 6 (the “Terminal™) for operational reasons including, but not imited
t0, access to the International Joint Use Areas in the Terminal for its international passengers;

WHEREAS, the Tenant’s relocation to the Terminal requires (1) the relocation of various
airlines using space in the Terminal pursuant to the terms of the Tariff to other portions of the
Terminal and to other terminals; and (ii) the relocation of various airlines with leases in the
Terminal to other portions of the Terminal;

WHEREAS, the Tepant intends to make significant renovations to the Terminal and
therefore seeks to enter into a lease with the Landlord for space in the Terminal;

WHEREAS, the Tenant intends to make ceriain renovations in the Terminal such as: (i)
providing Federal Inspection Services (“FIS”) facilities capability to at least two gates that are
currently used as domestic gates; (ii) building a new premiumn passenger lounge; (iii) renovating
certain east-side ticket counters in connection with the relocation of Continental Airlines, Inc.
and installing new west-side ticket counters for the proposed relocation of the Tenant; (iv)
designing and installing a new inline outbound baggage screening and baggage sortation system,
which system shall be made available for use to all Terminal users; {v) upgrading the Airline
Joint Use Areas; (vi) upgrading certain building systems; (vii) installing certain airline common
use terminal equipment; (viii) remodeling the arrival level area; and (ix) modifying the U.S.
Transportation Security Administration (“TSA”) checkpoint area;

%REAS, the Landlord and the Tenant are parties {0 a Settlement Agreement dated
April é , 2011 (the “Settlement Agreement”) whereby the Tenant and the Landlord settled
certain claims and matters as more particularly described in the Settlement Agreement;

WHEREAS, in the Settlement Agreement the Landlord and the Tenant have reached
agreement regarding the application of federal grant monies; and

WHEREAS, one of the conditions of the Settlement Agreement is that the Landlord and
the Tenant enmter info this Lease, which Lease is to include the Landlord and the Tenant’s
agreement regarding cerfain financial aspects of such renovations, including the Landlord’s
repurchase options and the Landlord’s reimbursement obligations.
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NOW, THEREFORE, in consideration of the mutual agreements contained in this Lease,

the Landlord and the Tenant agree with each other as follows:

1. Demise: Grant of License: Term.

1.1.  Demise. Upon and subject to the conditions and limitations set forth in this

Lease, the Landlord hereby leases to the Tenant, and the Tenant hereby leases from the Landlord,
the Demised Premises as described and delineated in Exhibit A.

1.2, QGrant of License.

1.2.1. In connection with the lease of the Demised Premises, the Landlord grants
to the Tenant a non-exclusive license io use the Airline Joint Use Areas, the Terminal
Common Areas, Vertical Areas, and (if the Tenant conducts international passenger
service at the Terminal) the International Joimt Use Areas, which license shall expire
simultaneously with the expiration or earlier termination of the Term.

1.2.2, During the Term, the Landlord reserves the right to require the Tenant to
obtain a permit from the Landlord for the use of curbside check-in kiosks placed outside
of the Terminal at the Airport and be subject to the standard charges thereunder.

1.3.  Terminal 6 Renovations.

1.3.1. Generally. The Landlord acknowledges that the Tenant wishes to make
various renovations fo the Terminal (such renovations, the “Terminal 6 Renovations™)
during the Term (as defined below), which renovations shall be subject to Section 4 of
this Lease and which will be purchased by the Landlord ir accordance with Section 1.3.3
below. The Executive Director or his or her designee shall use its reasonable efforts to
approve the detailed preliminary plans for the Terminal 6 Renovations, pursuant to
Section 4.3 below, within the later 1o occur of (i) thirty (30) days following execution of
the Lease or (ii) thirty (30) days following receipt of such detailed scope of work from
the Tenant. A summary list, including the Tenant’s cost estimates, of the Terminal 6
Renovations as of the Execution Date is attached hereto as Schedule I-Attachment A.
The Landlord and the Tenant agree that the Tenant shall pay for any and all costs
associated with the Terminal & Renovations, subject fo reimbursement as provided below.

1.3.1.1. Additional Alteration Regoirements. In addition to the
requirements of Section 4, the Tenant shall also provide with its request for
consent for the Terminal 6 Renovations pursuant to Section 4, detailed drawings,
plans and cost estimates, which shall include all soft and hard costs, of each of the
Terminal 6 Renovations.

1.3.1.2. Prevailing Wage. Construction work performed on the
Landlord’s property may require payment of prevailing wages. The Tenant is
obligated to make that determination, and shall be bound by and comply with
applicable provisions of the California Labor Code and Federal, State, and local
laws related to labor. The Tenant shall indemmnify and pay or reimburse the
Landlord for any damages, penalties or fines (including, but not limited to,
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attorney’s fees and costs of litigation) that the Landlord incurs, or pays, as a result
of noncompliance with applicable prevailing wage laws in connection with the
work performed for the Terminal 6 Renovations and the Relocation Plan (defined
below) (collectively, the “Work™).

1.3.1.3. Competitive Bidding/Proposals. The Tenant recognizes
and accepts that the contractor selection procedures specified herein are intended
to promote pricing and responsive and responsible proposals in a fair and
reasonable manner, As such, the selection of contractors for the construction of
the Terminal 6 Renovations shall be based upon competitive bids or proposals as
follows:

(i) The Tenant shall use reasonable efforts to secure the
commitment to bid or propose on the Terminal 6 Renovations from a
minimum of three (3) bidders or proposers.

(i)  In the event that the Tenant obtains fewer than three (3)
bids or propesals, it shall provide the Landlord with a written description
of its efforts to obtain competition and, if it believes that it should proceed
to award the bid or proposal with fewer than three (3) bidders or
proposers, the justification therefor, including why the Tenant believes the
cost of such bid or proposal is reasonable,

()  In the event that the Tenant elects not to proceed to award
the bid or proposal solely on the basis of price, it shall provide the
Landlord with a written justification of the reasons therefor.

1.3.1.4, Warranty, The Tenant warrants that the services provided
herein shall conform to the highest professional standards pertinent to respective
industry. The Tenant warrants that all materials and equipment furnished
pursuant to this Section 1.3 will be new and of good quality unless otherwise
specified, and that all workmanship will be of good quality, free from faults and
defects and in conformance with the design documents approved by the TSA
and/or the City of Los Angeles Department of Building and Safety, as applicable.

1.3.1.5, Rules and Regulations.

6] The Tenant shall have sole responsibility for fully
complying with any and all present and foture rules, regulations,
restrictions, ordinances, statutes, laws and/or orders of any federal, state,
and/or local government applicable to the Work. The Tenant shall be
solely responsible for fully complying with any and all applicable present
and/or future orders, directives, or conditions issued, given or imposed by
the Executive Dirsctor which are now in force or which may be hereafter
adopted by the Board and/or the Executive Director with respect to the
operation of the Airport. In addition, the Tenant agrees to specifically
comply with any and all Federal, State, and/or local security regulations,
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including, but not limited to, 14 CFR Parts 107 and 108, regarding
unescorted access privileges.

(ify  The Tenant shall comply with the Title VI of the Civil
Rights Act of 1964 relating to nondiscrimination. Additionally, FAR
Clause 52.203-11 “Certification and Disclosure Regarding Payments to
Influence Certain Federal Transactions” is incorporated herein by
reference info this Lease. Contracts awarded by the Tenant as a result of -
this Work must comply with Federal provisions established by laws and
statuies.

(iii)  The Tenant and its coniractors shall be responsible for all
civil penalties assessed as a result of failure to comply with any and all
present and future rules, regulations, restrictions, ordinances, statutes, laws
and/or orders of any federal, state, and/or Jocal government regarding the
Work. The Tenant and its contractors shall hold the Landlord harmless
and indemnify the Landlord for all civil penalties.

1.3.1.6. Independent Contractor. In furnishing the services
provided in this Section 1.3, the Tenant is acting as an independent contractor.
The Tenant is to furnish such services in its own manner and method and is in no
respect to be considered an officer, employee, servant or agent of the Landlord.

1.3.2. Terminal 6 Relocations.

1.3.2.1, Relocation. In accordance with Section 633 of the Los
Angeles City Charter, the Executive Director has the authority to designate and
assign space in the terminals. Accordingly, the Executive Director shall designate
and assign space as appropriate to support the Tenant’s relocation to the Terminal. .
To assist the Executive Director, the Tenant has developed and provided the
Landlord with a relocation plan (the “Relocation Plan™), which plan outlined the
relocation schedule, the proposed location of where Other Airlines (as defined
below) would be relocated, and the estimated Relocation Expenses {as defined
below), which cost estimates included specific ine item costs. The Relocation
Plan bas been approved by the Executive Director. The Executive Director has
the authority to make any necessary changes to any part of the Relocation Plan
that has not been implemented as of the Lease Commencement Date as she ot he,
in the exercise of his or her sole discretion, deems appropriate. The Tenant shall
consult the Landlord and the Other Airlines at all stages of the implementation of
the Relocation Plan. In addition to the relocation of Other Airlines, the Tenant
shall also assist the Executive Director in relocating other users using space in the
Terminal that are impacted by the Terminal 6 Renovations and agrees to pay for
any and all relocation expenses incurred by such other users. “Other Airlines”
means airlines that will be relocated from the Terminal as a result of the Tenant’s
relocation fo the Terminal or the Terminal 6 Renovations. “Relocation Expenses”
means all moving costs associated with the relocation of the Other Airlines and
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other users, including, but not limited to, (i) the replacement of improvements
made by Other Airlines or other users, (ii) Interest Costs (as defined below), (iii)
the installation of comsmon use/shared use type equipment such as ticket counters
and gate podiums in the Other Airlines’ relocated space, and (iv) costs incurred
pursuant to Section 1.3.2.3 below. As used herein, “Interest Costs” shall mean
imputed project interest costs calculated as simple interest at a rate of eight
percent (8%) from the later of (i) the date of expenditure by the Tenant or (ii})
October 8, 2009 to the projected date of either issuance of a rental credit or
payment for an acquisition. Projects that include Interest Costs contemplated by
Section 1.3 will have multiple dates of expenditure, primarily comresponding to
the monthly invoice payments by the Tenant to contractors and consultants from
the inception of planning and desigd through the completion of construction,
testing and activation.

1322, Relocation Expenses/Relocation Rental Credit.

(1) The Tenant agrees to pay for the Relocation Expenses.
Relocation Expenses that are incurred by the Tenant and that are
determined to be reasonable by the Landlord shall be approved and qualify
for Relocation Rental Credit (as defined below).

(i)  The Landlord agrées to issue a Relocation Rental Credit (as
defined below) to the Tenant which may be applied against any amounts
due to the Landlord from the Tenant for the use of space in terminals at
the Airport; provided, however, that the iotal amount of Relocation Rental
Credit shall not exceed Twelve Million Six Hundred Eighty-Two
Thousand Three Hundred Seventy-One Dollars ($12,682,371). On or after
the (i) Partial Relocation Construction Completion Date (as defined
below) and (ii) Final Relocation Construction Completion Date (as
defined below), as applicable, the Tenant shall submit 2 request to the
Landlord for the Relocation Rental Credit along with all documentation
requested by the Landlord to make its determination of the amount of the
Relocation Rental Credit. The Executive Director, or his or her designee,
after receipt of such request, shall make his or her determination of the
amount of the Relocation Rental Credit and shall issue such credit within
sixty (60} days of receipt of all documentation requested by the Landlord
1o make its determination of the amount of the Relocation Rental Credit.
To the extent that the Landlord disputes a portion of the request for
Relocation Rental Credit or there is insufficient documentation, the
Landlord shall have the right to withhold crediting any disputed or
undocumented amounts until such amounts have been verified and
documented to the reasonable satisfaction of the Landlord. If there is any
dispute regarding the amount of, or insufficient documentation with
respect to, such credit, then the Landlord shall issue the amount of
Relocation Rental Credit that is not disputed and has been documented
within stxty (60) days. The Landlord shall also submit to the Tenant an
explanation of the disputed amount or the required documentation within
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the above sixty (60) days. The Tenant shall respond within thirty (30)
days and the Parties shall meet to resolve any disputes or documentation
issues within thirty (30) days of the Tenant’s response.  Upon the first
issuance of any amount of the Relocation Rental Credit, title to all
improvements constituting Relocation Expenses shall vest in Landlord.
“Partial Relocation Construction Completion Date” is the date that the
Tenant has completed all requirements under the construction approval
permits issued by the Landlord for the relocations of AirTran, Delia,
JetBlue, Continental Allegiant, Spirit and Frontier contemplated under the
Relocation Plan. “Final Relocation Construction Completion Date” is the
date that the Tenant has completed all requirements under the construction
approval permits issued by the Landlord for all of the remaining
relocations contemplated under the Relocation Plan.  “Relocation Rental
Credit” means a rental credit in the amount of the reasonable Relocation
Expenses incuired by the Tenant and approved by the Landlord.

1.3.2.3. Construction, To the extent the Tenant requires the use of
space in the terminals at the Airport in addition to the demised premises under this
Lease for construction related to the Relocation Plan, the Tenant shall use such
space pursuant to the terms of the Tariff as may be amended by the Letter
Agreement.,

1.3.3. Terminal 6 Renovations.

1.3.3.1. Classification of Terminal ¢ Renovations. Prior to the Tenant’s
request for consent for the Terminal 6 Renovations pursuant o the requirements of
Section 4, the Landlord and the Tenant shall mutuslly agree on which Terminal 6
Renovations are (i} ALASKA Renovations or (if) T6 Renovations. “ALASKA
Renovations” means those Termunal 6 Renovations which are unique to the Tenant’s
operations at the Terminal and counld not easily be utilized by other airlines operating at
the Terminal such as (x) movable trade furniture, fixtures and equipment, and (y) other
certain improvements as defined in Schedule 1 — Attachment B located on or affixed to
the Demised Premises. “T6 Renovations” means those Terminal 6 Renovations that
could readily be utilized by other airlines operating at the Terminal without substantial
additional costs to such airlines, including the design and construction of an inline
baggage system (the “Inline Baggage System™). The Landlord and the Tenant shall
amend Schedule 1 — Attachment B to reflect such agreement. The Executive Director
shall have the authority to execute such amendment, subject to approval as to form by the
City Attorney, without further approval of the Board; provided, however that such
amendment shall not increase the amount to be paid by the Landlord to the Tenant
hereunder,

1.3.3.2. Unified Capital Charge, The Tenant acknowledges that, as
described in Section 2.1.1.1, the Landlord may adopt a uniform capital charge
methodology. Upon adopting a Unified Capital Charge (as defined below), the Landlord
will evaluate all costs related to T6 Renovations for inclusion in such Unified Capital
Charge (as defined below).
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1.3.3.3, Additional  Alterstion  Requirements. In addition to the
requirements for alterations nnder this Lease, the Tenant shall also provide the Landlord
with its request for consent for the Terminal 6 Renovations pursuant to Section 4,
detailed drawings, plans and cost estimates, which shall include all soft and hard costs, of
each of the Terminal 6 Renovations.

1.3.3.4. T6 Renovations ~Airline Space. The Tenant shall sell, and the
Landlord shall purchase, the T6 Airline Renovations. “T6 Airline Renovations” means
the T6 Renovations located in the Terminal as identified in Schedule 1 — Aftachment C.
The Landiord shali pay the Tenant, within sixty (60) days of the T6 Airline Renovations
Component Completion Date (defined below), the amount of the T6 Airline Renovations
Component Acquisition Cost (defined below). A “T6 Airline Renovations Component”
means one of the ten (10) components of the T6 Airline Renovations, located in the
Terminal as identified in Schedule § — Attachment C. “T6 Airline Renovations
Component Completion Date” means, for each component of the T6é Airline Renovations,
the date that the following has occurred: (i) the Tenant has completed all requirements
under this Lease and the construction approval permits issued by the Landlord for the T6
Airline Renovations Component and (ii) the Tenant has requested payment and provided
the Landlord witk proof of payment, including, but not limited to, copies of invoices, of
the actual expenses incurred by the Tenant for the T6 Airline Renovations Component
Acquisition Cost. “T6 Airline Renovations Component Acquisition Cost” means the
actual expenses incurred by the Tepant for any of the T6 Airline Renovations
Components, including the Interest Costs incurred for the T6 Airline Renovations
Component, as verified by the Landlord; provided. however, with respect to the T6
Airline Renovations Component that includes the Inline Baggage System, such T6
Alirline Renovations Component Acquisition Cost shall exclude (x) the TSA grant funds
for reimbursement that have been received by the Tenant as of the T6 Airline
Renovations Component Completion Date for such component, and (y) the TSA grant
funds for retmbursement that the Tenant and the Executive Director agree are reasonably
likely to be received after the T6 Airline Renovations Component Completion Date for
such component. The estimated cost for each T6 Airline Renovations Component is set
forth on Schedule 1 — Attachment C. The aggregate amount of T6 Aizline Renovations
Component Acquisition Cost for all T6 Airline Renovations Components payable by
Landlord fo the Tenant hereunder in any event shall not exceed One Hundred Forty-
Three Million Seven Hundred Seventy-Eight Thousand Eight Hundred Thirty-Three
Dollars ($143,778,833). Except for the T6 Airline Renovations Component that includes
the Inline Baggage System, upon the payment of any portion of the T6 Airline
Renovations Component Acquisition Cost, title to such Té Airline Renovations
Component, in ifs entirety, shall vest in the Landlord. With respect to the T6 Airline
Renovations Component that includes the Inline Baggage System, title to any and all
portions of such component, including the entire Inline Baggage System, regardiess of
whether subject to or eligible for TSA reimbursement, shall vest in the Landlord upon the
payment of the Té Airline Renovations Component that includes the Inline Baggage
System. To the extent that the Landlord disputes a portion of the Tenant’s request for
payment of T6 Airlines Renovations Component Acquisition Cost, or there is insufficient
documentation with respect thereto, the Landlord shall have the right to withhold any
disputed amounts until such amounts have been verified and documented to the
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reasonable satisfaction of the Landlord. If there is any dispute regarding the amount of,
or insufficient documentation with respect to, the T6 Airline Renovations Component
Acquisition Caost, then the Landiord shall pay the amount that is not disputed and has
been documented within sixty (60) days of the Tenant’s request. The Landlord shall also
subnit to the Tenant an explanation of the disputed amount or the required
documentation within such sixty (60) days. The Tenant shall respond within thirty (30) -
days and the Landlord and the Tenant shall meet to resolve any disputes or
documentation issues within thirty (30) days of the Tenant’s response.

Té Renovations — Terminal Snace. The Landlord shall have the

option to purchase the T6 Terminal Renovations at any time during the term of the Lease,
“T6 Terminal Renovations”™ means the T6 Renovations located in the Terminal as

identified in Schedule 1 — Attachment D.
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63 Prior to First Option Date.

A, If the Landlord wishes to exercises its option under Section
1.3.3.5 by the First Option Date (defined below), the Executive Director,
subject to Board approval, shall provide written notice of its intent to
purchase the T6 Terminal Renovations and shall pay the Tenant the
undisputed amount of the T6 Terminal Renovations Acquisition Cost
(defined below) according to Section 1.3.3.5.(1).B below. “First Option
Date” means sixty (60) days after the T6 Terminal Renovations
Completion Date. “T6 Terminal Renovations Completion Date” means
the date that the following has occurred: (i) the Tenant has completed all-
requirements under the Lease and the construction approval permits issued
by Landlord for the T6 Terminal Renovations and (ii) the Tenant has
provided the Landlord with proof of payment, including, but not limited
to, copies of invoices, of the actual expenses incurred by the Tenant for
the T6 Terminal Renovations Acquisition Cost. “T6 Terminal Renovations
Acquisition Cost” means the actual expenses incurred by the Tenant for
the T6 Terminal Renovations, including the Interest Costs incurred for the
T6 Terminal Renovations, as verified by the Landlord, which total amount
in any event .shall not exceed Seventy-Seven Million Nine Hundred
Twenty-Three  Thousand Two  Hundred Thirty-Four Dollars
($77,923,234).

B, If the Landlord has exercised its option pursuant to Section
1.3.3.5, the Landlord shall pay the Tenant, within sixty (60) days of each
T6 Terminal Renovations Component Completion Date (defined below),
the amount of such T6 Terminal Renovations Component Acquisition
Cost (defined below). A “T6 Terminal Renovations Component” means
one of the thirteen (13) components of the Té Terminal Renovations
located in the Terminal as identified in Schedule 1 — Attachment . “T6
Terminal Renovations Component Completion Date” means, for each
component of the T6 Terminal Renovations, the date that the following
has occurred: (i) the Tenant has completed all requirements under this

g



Lease and the construction approval permits issued by the Landlord for the
applicable T6 Terminal Renovations Component and (ji} the Tenant has
requested payment and provided the Landlord with proof of payment,
including, but not limited to, copies of invoices, of the actual expenses
incurred by the Tenant for such T6 Terminal Renovations Component.
“T6 Terminal Renovations Component Acquisition Cost” means the actual
expenses incurred by the Tenant for any of the T6 Terminal Renovations
Components, including the Diterest Costs incurred for the T6 Terminal
Renovations Component, as verified by the Landlord. The estimated cost
for each T6 Terminal Renovations Component is set forth on Schedule 1 —
Attachment D. Upon the payment of any portion of the T6 Terminal
Renovations Acquisition Cost, title to the T6 Terminal Renovations, in its
entirety, shall vest in the Landlord.

(11}  After the First Option Date.

Al If the Landlord does not exercise its option under Section
1.3.3.5 by the First Option Date, on the First Option Date the Landlord
shall issue to the Tenant a rental credit (the “T6 Terminal Renovations
Rental Credit”) in the undisputed amount of the T6é Terminal Renovations
Acquisition Cost, which rental credit shall be applied against any Landing
Fees and amounts due to the Landlord from the Tenant for the use of space
in terminals at the Airport; provided, howeyer, that the total amount of the
T6 Terminal Renovations Rental Credit shall not exceed Seventy-Seven
Million Nine Hundred Twenty-Three Thousand Two Hundred Thirty-Four
Dollars ($77,923,234). The T6 Terminal Renovations Rental Credit shall
be issued in equal instaliments over the period from the First Option Date
to the end of the Term and shall include annualized accrued interest at
eight percent (8%) on the outstanding principal that is unpaid as of such
issuance date.

B. Notwithstanding Section 1.3.3.5(i1)(A), the Landlord shall
always have the option to purchase the T6 Terminal Renovations at any
time during the term of the Lease. If the Landlord wishes to exercise its
option under Section 1.3.3.5 after the First Option Date, the Executive
Director, subject to Board approval, shall provide written notice of its
intent to purchase the T6 Terminal Renovations and shall pay the Tenant
an amount equal to the remaining unused T6 Terminal Renovations Rental
Credit (such unused amount, the “Post-Construction T6 Terminal
Renovations Acguisition Cost”™). Upon the payment of the Post-
Construction T6 Terminal Renovations Acquisition Cost, title to the T6
Terminal Renovations shall vest in the Landlord.

(iii) Disputes. Notwithstanding the foregoing, the Landlord shall have
the right to dispute the amnount of the T6 Terminel Renovations Acquisition Cost.
To the extent that the Landlord disputes a portion of T6 Terminal Renovations
Acquisition Cost, or there is insufficient documentation with respect thereto, the
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Landlord shall so notify the Tenant prior to the First Option Date and shall bave
the right to withhold any disputed amounts until such amounts have been verified
and documented to the reasonable satisfaction of the Landlord. The Landlord
shall also submit to the Tenant an explanation of the disputed amount or the
required documentation prior fo the First Option Date. The Tenant shall respond
within thirty (30) days and the Landlord and the Tenant shall meet to resolve any
disputes or documentation issues within thirty (30) days of the Tenant’s response.

1.3.3.6. TSA Reimbursement. The TSA grant funding for reimbursement
of costs incurred for the inline baggage system projects at the Airport is limited in
amount and may not be sufficient for all inline baggage system projects contemplated at
the Airport. To the extent that (i) there are available TSA grent funds for the Inline
Baggage System, (ii) the Inline Baggage System is eligible for TSA grant funding, and
(iil) the Landlord receives such grant funding from the TSA for the Inline Baggage
System (such received grant funds, the “TSA Reimbursement™), the Landlord agrees to
provide such TSA Reimbursement to the Tenant pursuant to a separate written agreement
approved by the Board, a draft of which is attached hereto as Schedule 1 — Attachment E.

1.3.3.7. Audit Rights. The Landlord may, at its sole discretion and with
reasonable notice to the Tenant, require the Tenant to provide access to all records and
other information necessary to perform an audit of all or any of the Relocation Expenses,

-the T6 Airline Renovations Component Acquisition Cost, the T6 Terminal Renovations

Acquisition Cost or the Post-Construction Terminal Renovations Acquisition Cost
{collectively, the “Audifable Costs™). The expense of any such examination or audit shall
be borne by the Landlord, provided that if the Tenant’s books and records are not made
available to the Landlord at a iocation within fifty (50) miles from the Airport, the Tenant
will reimburse the Landlord the reasonable out-of-pocket costs incwrred by the Landlord
in inspecting the Tenant’s books and records, including fravel, lodging and subsistence
costs. The Landlord shall have the right to commence such andit at any time up to three
(3) years beyond the last payment of any Auditable Costs, The Landlord’s right to access
such records and information shall continue until any audit so commenced is concluded
to the Landlord’s reasonable satisfaction. The Tenant shall retain all records and other
information necessary to perform such an audit until so concluded. To the extent that the
results of any such audit disclose excess charges inaccurately or improperly allocated 1o
Auditable Costs, then the Tenant shall reimburse Landlord therefore.  Such
reimbursement shall first occur by means of cancellation of any remaining outstanding
Relocation Rental Credit and shall thereafier be satisfied by payment to the Landlord
from the Tenant. To the extent that the results of any such audit disclose an
underpayment to the Tenant, then the Landlord shall pay the Tenant such amount.

1.3.3.8. Following the completion of construction, minor modifications to
the Demised Premises, not to exceed a cumulative total of 10% of the actual square
footage of the Demised Premises, may be made by the Executive Director by an
amendment to Exhibit A, subject to City Attorney approval as to form, with an
appropriate adjustment in rental charges without the prior approval or later ratification by
the Board or the City Council.
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1.4,

Temmn. This Lease shall commence on the Closing Date (as defined in the

Settlement Agreement) (“Lease Commencement Date™), and shall terminate ten (10) years from
the Rent Commencement Date {as defined below) (the “Term”), unless earlier terminated
pursuant to the terms hereinafter sef forth. The “Rent Commencement Date™ shall mean the
earlier of April 1, 2012 or (ii) the date that the Tenant commences flight operations from the
Terminal. The Landlord and the Tenant agree that the Executive Director shall issue a side
letter, subject to City Attorney approval as to form, confirming the Lease Commencement Date
and the Rent Commencement Date when they are identified.

2.
2.1
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Base Rent.

. Commputation of Base Rent.

2.1.1.1, Unified Capital Charge.

2.1.1.1.1. The Tenant acknowledges that (i) the airlines that
are using terminal space at the Alrport without a lease are subject to the
terms and conditions of the Tariff; (i) the Tariff includes the rate setting
methodology for “Basic Rate” and “Base Charges” (both as defined in the
Tariff); and (fii) the Landlord may, from time to time, affer reasonable
consultation with the airlines, amend the Tariff, including for the purpose
of adopting replacement tate sefting methodologies. The Tenant further
acknowledges that the Landlord may, during the Term, after reasonable
consultation with the airlines, amend the Tariff to adopt a untform capital
charge methodology (the “Unified Capital Charge™) in lieu of the “Basic
Rate” and “Base Charges” under the Tariff, in order to recover costs
incurred by the Landlord and which replacement methodology shall be
reasonable and non-discriminatory, The Unified Capital Charge shall be
based on the Landlord’s aggregate costs of acquiring, financing or
constructing all assets from time to time (i) comprising the Airport
terminals or (ii) reasonably necessary for the functioning of the Airport
terminals (including the underlying land and the foundation, roof,
structure, vertical and horizontal transportation systems, building systems,
baggage systems, the central utility plant, and all fixtures and equipment),
and also including, but not Hmited io, historic costs; costs incurred to
defease outstanding bonds, the proceeds of which were used to make
terminal improvements at the Airport; the costs incurred to buy out
existing leases; requirements to meet debt service coverage ratios,
including extraordinary coverage protection to meet debt service coverage
ratio requirements, and the costs incurred to settle certain terminal matters,
including the Settlement Agreement. The Tenant acknowledges that for
purposes of this Lease, the parties have agreed to call such methodology
the “Unified Capital Charge”, but alse acknowledges that upon adoption
by the Board, such methodology may have a different name, The Tenant
agrees to be subject to the Unified Capital Charge (or such other term as
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such methodology may be called by the Board) during the Term upon the
terms and conditions as described in this Section 2.

2.1.1.1.2. The Tenant acknowledges that the Unified Capital
Charge adopted by the Landlord shall include costs incurred by the
Landlord to make improvements to terminals other than the Terminal.
The Landlord agrees to consult with the airlines subject to the Unified
Capital Charge on any terminal improvements prior to the commencement
of such construction and shall make terminal improvements at the Airport
fairly and without unjust discrimination throughout the Airport.

2.1.1.1.3, Upon adopting a Unified Capital Charge, the
Landlord will evaluate all costs related to the Terminal 6 Renovations for
inclusion in such Unified Capital Charge.

2.1.1.2. Construction Base Rent. From the Lease Commencement
Date to the Rent Commencement Date (the “Construction Period™), the Tenant
shall pay Construction Base Rent each calendar month during such period in the
amount of Three Hundred Forty-Nine Thousand One Hundred Sixty-Five Dollars
and Twenty-Nine Cents ($349,165.29) per month; provided, however, that if the
Construction Period is less than 12 months, the difference between (i) Four
Million One Hundred Eighty-Nine Thousand Nine Hundred Eighty-Four Dollars
($4,189,984) and (ii) the Construction Base Rent paid and received by the
Landlord as of the Rent Commencement Date, shall be due on the Rent
Commencement Date as the last Consiruction Base Renf payment. For example,
if the Construction Period is only five (5) months and the Tenant has only paid
One Million Seven Hundred Forty-Five Thousand Eight Hundred Twenty-Six
Dollars and Forty Cents (31,745,826.40) in Construction Base Rent as of the Rent
Commencement Date, the Tenant shall pay Two Million Four Hundred Forty-
Four Thousand One Hundred Fifty-Seven Dollars and Sixty Cents
($2,444,157.60) on the Rent Commencement Base Rent as the last Construction
Base Rent payment. The Construction Base Rent charge includes the charge for
the use of all premises required for the construction of the Terminal 6
Renovations.

2.1.1.3. From the Rent Commencement Date to the end of the
Term, the Tenant shall be subject to and shall pay as Base Rent the Rental Rate
(or iis equivalent) calculated pursuant to the methodology described in Schedule
4.

21.14. Usable Area Calculation. Notwithstanding Sections 2.1,.1.2
and 2.1.1.3 above, the Landlord and the Tenant agree that the Tenant’s Base Rent
for purposes of Sections 2.1.1.2 and 2.1.1.3 shall be based on the Tenant’s Usable
Area, rather than the Tenant’s Remtable Area, until such time as the airlines
subject to the Tariff are both (i) charged on 2 Measured Area basis and (ii) are not
offered the opportumity through a letter agreement applicable to Tariff airlines to
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be charged on a Usable Area basis, at which time this Section 2.1.1.4 shall not be
applicable and the Landlord shall charge the Tenant on a Rentable Area basis.
“Usable Area” shall mean collectively (i) Airline Exclusive Use Areas and (ii)
Airline Joint Use Areas.

2.2.  Base Rent Pavments.

2.2.1. Monthly Instaliments. The Tenant will pay installments of Base Rent in
advance on the first day of each calendar month during the Term, without notice or demand. If
the Rent Commencement Date is a day other than the first day of a calendar month, the
installment of Base Rent for that month shall be payable on the Rent Commencement Date.
Base Rent for any partial calendar month duming the Term shall be prorated according to the
portion of the month occurring during the Term, based on the actual number of calendar days in
the portion of the month and the number of calendar days in the entire month.

2,22, Estimated Payrent of Base Rent.! The Landlord will from time to time
estimate in advance the actual Base Rent for the then current or next Lease Year. Upon the
Landlord’s delivery to the Tenant of a notice of the Landlord’s estimate and umtil the Landlord’s
delivery to the Tenant of a revised estimate, the Tenant will pay to the Landlord in monthly
installments, on the first day of each calendar month, without further notice or demand, such
amounts as the Landlord may from time fo time in good faith estimate to be the equal monthly
instaliments necessary to pay the Base Rent for the then current Lease Year. For any Lease Year
for which the Tenant shall have paid estimated installments of Base Rent, the Landlord will
deliver to the Tenant within 150 days after the end of the Lease Year, or within such longer
period as the Landlord reasonably requires, a reasonably detailed statement (the “Bage Rent
Reconciliation Statement™) specifying the Landlord’s calculation of Base Rent for the Lease
Year. If the Tenant’s payments of installments of estimated Base Rent for the Lease Year shall
exceed the Base Rent actually owing for the Lease Year, the Landlord will, so long as no Event
of Default has occurred and is continuing, promptly, at the Landlord’s election, (a) if at least one
year remains in the Term, credit the account of the Tenant with the amount of the excess, for
application to amounts of Base Rent and additional rent as such amounts become due, or
(b) reimburse the Tenant in the amount of the excess, together with interest at the
Reimbursement Rate upon the excess payments from the dates of payment to the date of
reimbursement, provided that interest on the excess need not be paid if the amount of the excess
is reimbursed within 30 days of the Landlord’s delivery of the Base Rent Reconciliation
Statement. If the Tenant’s payments of installments of estimated Base Rent for the Lease Year
shall be less than the Base Rent actually owing for the Lease Year, the Tenant will pay the
Landlord the amount of the deficiency within 30 days of receiving the Base Rent Reconciliation
Statement, together with interest at the Reimbursement Rate upon the amount of the deficiency
from the dates incurred to the date of payment, provided that interest on the deficiency need not
be paid if the amount of the deficiency is reimbursed within 30 days of the delivery of the Base
Reni Reconciliation Statement.

2.3. Terminal Expenses Additional Rent.

! Section 2.2.2 is not applicable once the Unified Capital Charge is adopted.
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2.3.1. Calculation.

23.1.1. The Tenant will pay to the Landlord as additional rent
(a) the Tenant’s Use Share of the Terminal Expenses for each calendar month
daring the Term (the amount payable by the Tenant described in this clause (a)
being referred to as “Terminal Regular Expenses Additional Rent™, (b)the
Tenant’s Special Use Share of the Terminal Special Expenses for each calendar
month during the term (the amount payable by the Tenant described in this clause
{b) being referred to as the “Terminal Special Expenses Additional Rent™); the
Terminal Regular Expenses Additional Rent and the Terminal Special Expenses
Additional Rent are referred to collectively as the “Terminal Expenses Additional
Rent”™). Terminal Expenses Additional Rent shall be calculated separately for
each calendar month of the Lease Year and shall be payable by the Tenant within
30 days after a statement of Terminal Expenses for the month is delivered to the
Tenant. Terminal Expenses Additional Rent for any partial calendar month
during the Term shall be prorated according to the portion of the month occurring
during the Term, based on the actual number of calendar days in the portion of the
month and the number of calendar days in the entire month. The methodology of
calculating maintenance and operation expenses under this Section 2.3.1.1 (and
referred to as the Terminal Expenses and the Terminal Special Expenses) is the
methodology that is, as of the execution dafe of this Lease, the methodology used
in the Tariff. ~The Tariff contains the terms and conditions applicable to all
airlines using terminal space at the Airport that do not have a lease. The Tenant
acknowledges that the Tariff may be amended from time to time, including, but
not limited to, the amendment of the methodology for calculating maintenance
and operation expenses, including the definitions associated with the calculation
of maintenance and operation expenses. Upon the amendment of the
methodology for calculating maintenance and operation expenses under the
Tariff, the Tenant acknowledges and agrees to be subject to such new
methodology for calculating maintenance and operation expenses and agrees that
such new methodology as described and defined under the Tariff shall be
incorporated intfo this Lease by reference and this Section 2.3.1.1 shall be deemed
amended without the need for any further action. In addition to the Tenant’s audit
right pursuant to Section 2.7.2, the Landlord agrees 1o consult with the Tenant
before adopting a replacement methodology for calculating maintenance and
operation expenses and to provide the Tenant with 15 days to comment on such
replacement methodology.

2.3.1.2. Adinstment to Terminal Expenses Additional Rent.

A Notwithstanding Section 2.3.1.1, the Landlord and the
Tenant agree that the Terminal Expenses Additional Rent shall be
calculated based on prior fiscal year’s actual costs accrued by the
Landiord calculated in the same manmer as set forth in Section 2.3.1.1,
except as modified by this section and by Section 2.3.1.2.B below. For
example, calendar year 2013 (Janvary 1, 2013 to December 1, 2013)
Terminal Expenses Additional Rent will be calculated based on fiscal year
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2012 (July 1, 2011 to June 30, 2012) actual costs accrued by the Landlord;
provided, however, that upon the amendment of the methodology for
calculating maintenance and operation expenses under the Tariff, the
Tenant acknowledges and agrees to be subject to such new methodology
for caleulating maintenance and operation expenses and this Section
2.3.1.2.A shall be null and void, with no further effect.

B. Usable Area Calculation. Notwithstanding Section 2.3.1.1,
the Landlord and the Tenant agree that the Tenant’s Terminal Expenses
Additional Rent shall be based on the Tenant’s Usable Area, rather than
the Tenant’s Rentable Area, until such time as the airlines subject to the
Tariff are both (i) charged on a Measured Area basis and (i) are not
offered the opportunity through a letter agreement applicable to Tariff
airlines to be charged on a Usable Area basis, at which time this Section
2.3.1.2 shall not be applicable and the Landlord shall charge the Tenant on
a Rentable Area basis.

2.4.  Adrport Infrastructure Additional Rent.”

24,1, Calculation. The Tenant will pay to the Landlord as additional rent the
Tenant’s Use Share of the Airport Infrastructure Charges for each celendar month during the
Term (the amount payable by the Tenant being referred to as “Airport Infrastructure Additional
Rent”). Airport Infrastracture Additional Rent shall be calculated separately for each calendar
month of the Lease Year and shall be payable by the Tenant within 30 days after a statement of
Alrport Infrastructure Charges for the month is delivered to the Tenant. Airport Infrastructure
Additional Rent for any partial calendar month during the Term shall be prorated according to
the portion of the month occurring during the Term, based on the actual number of calendar days
in the portion of the month and the number of calendar days in the entire month.

2.4.2. Estimated Payments, In the alternative at the election of the Landlord, the
Landlord may estimate from time to time in advance the actual Airport Infrastructure Charges for
the then current or next Lease Year. Upon the Landlord’s delivery to the Tenant of a notice of
the Landlord’s election and until the election shall be rescinded by the Landlord, the Tenant will
pay to the Landlord in monthly installments, on the same dates as installments of Base Rent are
payable, such amounts as the Landlord may from time to time in good faith estimate to be the
equal monthly installments necessary to pay the Auport Infrastructure Additional Rent for the
then current Lease Year. For any Lease Year for which the Tenant shall have paid estimated
installments of Airport Infrastruchure Additional Rent, the Landlord will deliver to the Tenant
within 150 days after the end of the Lease Year, or within such longer period as the Landlord
reasonably requires, a reasonably detailed statement (the “Aldrport Yofrastructure Additional Rent
Reconciliation Statement™) specifying the actual Airport Infrastructure Charges incurred by the
Landlord for such Lease Year and the aggregate amount of Airport Infrastructure Additional
Rent paid by the Tenant for such Lease Year. If the Tenant’s payments of installments of
estimated Airport Infrastructure Additional Rent for the Lease Year shall exceed the Airport

? Section 2.4 is not applicable once the Unified Capital Charge is adopted,
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Infrastructure Additional Rent actually owing for the Lease Year, the Landlord will, so long as
no Event of Defanlt has occurred and is continuing, promptly, at the Landlord’s election, (a) if at
least one year remains in the Term, credit the account of the Tenant with the amount of the
excess, for application to amounts of Base Rent and additional rent as such amounts become due,
or (b)reimburse the Tenant in the amount of the excess, together with interest at the
Reimbursement Rate upon the excess payments from the dates of payment to the date of
rebmbursement, provided that interest on the excess need not be paid if the amounnt of the excess
is reimbursed within 30 days of the Landlord’s delivery of the Airport Infrastructure Additional
Rent Reconciliation Statement. If the Tenant’s payments of installments of estimated Airport
Infrestructure Additional Rent for the Lease Year shall be less than the Airport Infrastructure
Additional Rent actually owing for the Lease Year, the Tenant will pay the Landlord the amount
of the deficiency within 30 days of receiving the Aifrport Infrastructure Additional Rent
Reconciliation Statement, together with interest at the Reimbursement Rate ppon the amount of
the deficiency from the dates incurred to the date of payment, provided that interest on the
deficiency need not be paid if the amount of the deficiency is reimbursed within 30 days of the
delivery of the Airport Infrastructure Additional Rent Reconciliation Statement.

2.5. Percentage Rent. Except as set forth in this Section 2.5, the Tenant will not sell
any goods (including food and beverages) and services (other than air transport services, which
includes day and annual passes for VIP lounges) to the Tenant’s passengers and invitees without
the prior writien consent of the Landlord, which consent may be withheld in the discretion of the
Landlord. Upon prior written approval by the Landlord, for each calendar month during the
Term, the Tenant will pay to the Landlord, as additional rent, a percentage of the Tenant’s gross
receipts, if any, from the sale by the Tenant at the Terminal of goods (including food and
beverages) and services (other than air fransport services) to the Tenant’s passengers and invitees
(the additional rent payable is referred to as the “Percentage Rent™). The percentage of the gross
receipts to be used in calculating the Percentage Rent payable by the Tepant for any calendar
month will bé the same as the highest percentage rates then being paid to the Landlord by
concessionaires selling similar goods or services in the terminal buildings at the Airport. The
Tenant will pay installments of Percentage Rent on the same dates as installments of Base Rent
are payable, with the amount of each installment of Percentage Rent being calculated based on
the Tenant’s gross receipts from sales for the last month for which the Tenant’s records of sales
are complete, but in any event not further in arrears than the second complete month prior to the
date on which the installment of Base Rent is due. After the expiration or termination of the
Term, the Tenant will continue fo pay installments of Percentage Rent for the calendar months
falling within the Term and for which payments have not been made during the Term.

2.6.  Other Charges.

2.6.1. The Landiord and the Tenant may from time to time agree upon the
installation for the Tenant’s use at the Terminal of special equipment that is not generally
available to all of the Airline Users or for the provision of services to the Tenant that are
not generally provided o all of the Airline Users, in which case, the Landlord and the
Tenant (and any other Airline Users by which the equipment or services will be used)
will enter into a separate agreement allocating the cost associated with the equipment or
services. In the absence of such a separate agreement, the Tenant will pay for the use of
the equipment or services the assessments, fees and charges as shall be set by the
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Landlord and generally applicable to similarly situated airline tenants at the Airport. Any
costs payable by the Tenant in connection with such a separate agreement {or in the
absence of such a separatc agreement, the assessments, fees and charges set by the
Landlord) shall be deemed additional rent payable under this Lease.
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2.6.2. Fees for Use of the International Joint Use Areas in the Terminal,

2.6.2.1., During the Term, the Tenant agrees (i) to be subject to the
fees (the “T&/7 FIS Fees”) for the use of the International Joint Use Areas to the
extent of such use, and (ii) that the Landlord shall base the T6/7 FIS Fees for the
use of the International Joint Use Areas in the Terminal, also known as the FIS
facilities, on one of the following options (or on another option mutually agreed to
by the Landlord and the Tenant):

A. FIS fee(s) from another FIS facility (or facilities) at the
Alirport;

B. FIS fee(s) reasonably comparable to those FIS fee(s)
charged to airlines for processing passengers in the Tom Bradley
International Terminal (“TBIT”) at the Airport; -

C. The combined costs of all FIS facilities at the Adirport
spread over all passengers who use FIS facilities, regardless of location
(i.e., the imposition of an “equalized” or market rate); or

D. The cost of providing FIS facilities in the Terminal spread
over a past average monthly peak throughput of passengers using FIS
facilities in the Terminal (e.g., the highest six month average of FIS
passengers in the Terminal during the past five (5) years to determine the
highest monthly throughput of FIS passengers in the Terminal).

The Landlord shall determine, in its sole discretion, which option among the
above options to use, and the Tenant agrees that it will not contest or challenge, in
any forum, any or all of these foregoing options in this Section 2.6.2 as being
either unreasonable, unjustly discriminatory, or otherwise.

Notwithstanding the option chosen by the Landlord, in its sole discretion, in no
event shall the T6/7 FIS Fees at any time during such period exceed the highest
fee charged at any other FIS facility at the Airport,

2.6.2.2. During the Term, the Landlord shall give reasonable
consideration to the Tenant’s international arriving passenger process so as to
minimize the need for bussing to an FIS facility as a result of FIS closures caused
by the Landlord or as part of any Landlord FIS consolidation plan. The Tenant
acknowledges that this Section 2.6.2.2 only involves situations that are within the
Landlord’s reasonable control and does not include closures or FIS facility
consolidation resulting from decisions by the Federal Government.
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2.6.3. Lease of Bageage Handling Svystems.

2631, Exdsting Bapoage Svystem.

6] On July 1, 2011, the Landlord shall lease to the Tenant and
the Tenant shall rent from the Landlord the existing outboind and inbound
baggage handling systems (the “Existing Baggape Systems™ in the
Terminal,

(i)  During the Construction Period, the Tenant shall be entitled
fo charge (such charge, the “Existing Baggage Systems Maintenance
Charge”) the Landlord for the Tenant’s total direct costs for the
maintenance of the Existing Baggage Systems, excluding any
Construction Base Rent. The Existing Baggage Systems Maintenance
Charge shall not exceed the Landlord’s current cost of maintaining the
Existing Baggage Systems. The Landlord shall pay for such Existing
Baggage Systems Maintenance Charge in the form of a rental credit
towards this Lease in the amount of the Existing Baggage Systems
Maintenance Charge.

2.6.3.2. New Bagpage Sysiems.

(i) It i3 contemplated that the Tenant will be constructing (i) an
Inline Baggage System and (ii) an inbound baggage system and an
outbound baggage make-up system ((if) the “Inbound/Outbound Bagpage
Systern”, and together with the Inline Baggage System, the “New Baggage
Systems™) in the Terminal that will replace the Existing Baggage Systems.
The Existing Baggage Systems and the New Baggage Systems together
are called the “Baggage Handling Svstems”. Following construction of
the New Baggape Systems, a description of the New Bapggage Systems
shall be attached fo this Lease by the Executive Director as Exhibit A-1,
subject to City Attorney approval as to form.

(iiy  During the Construction Period, the Tenant shall be entitled
to charge (such charge, the “New Baggage Systems Maintenance Charge™)
the Landlord for the Tenant’s actual direct costs incurred for the
mainfenance of the New Baggage Systems, excluding any Construction
Base Rent. The Tenant shall provide copies of invoices of such direct
costs when requested by the Landiord. The Landlord shall pay for such
New Baggage Systems Maintenance Charge in the form of a rental credit
towards this Lease in the amount of the New Baggage Systems
Maintenance Charge.

2.6.3.3. Baggace Handling Systems Renf. After the Construction
Period, the Landlord shall also lease to the Tenant and the Tenant shall rent from
the Landlord, the New Baggage Systems. The rent for the Baggage Handling
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Systems shall be additional rent under this Lease (the “Baggage Handling
Systems Additional Rent”), which rent shall only be charged after the
Construction Period. The Baggage Handling Systems Additional Rent shall be
calculated based on the T6 Airline Renovations Component Acquisition Cost
allocable to the Baggage Handling Systems as such components are purchased by
the Landlord pursuant to Section 1.3.3.4, amortized over the remaining useful life
of the Baggage Handling Systems, as defermined by the Landlord, using an
imputed capital rate consistent with the Landlord’s cost of ¢ 3prtai for assets
having a similar useful life as the Baggage Handlmg Systems.” The Landiord
shall start charging and the Tenant shall start paying for the Baggage Handling
Systems Additional Rent on the Rent Commencement Date. Following
construction of the New Baggage Systems, the Tenant and the Executive Director,
on behalf of the Landlord, subject to approval as to form by the City Attorney,
shall revise Schedule 4 to reflect the calculation of the final Baggage Handling
Systems Additional Rent amount. Notwithstanding the foregoing, the Landlord
may elect to include some or all of the Baggage Handling Systems Additional
Rent in the Unified Capital Charge in which case the Executive Director, subject
to approval as to form by the City Attorney, and the Tenant shall amend Schedule
4 1o reflect such change.

2.6.3.4. During the Term, the Tenant shall be responsible for
operating and maintaiming the Baggage Handling Systems in the Terminal,
including, but not limited to, the baggage conveyor components and carousels, the
mechanical, plumabing, electrical, structoral, telecommunications infrastructure,
and the computer hardware and software required to support the baggage sortation
system and checked baggage inspection system screening matrix, in good
working order and in good and safe condition en behalf of all Airline Users in the
Terminal. If the Tenant fails to operate the Baggage Handling Systems in a
reasonable and nondiscriminatory manner, then the Executive Director, without
further action of the Board or City Council, and following 90 days notice to the
Tenant, shall have the right to terminate under this Section hereof and the lease of
the Baggage Handling Systems,

2.6.3.5, Use of Bagpgage Handling Systems by Other Airlines.

) Commencing on the Rent Conunencement Date, the Tenant
shall be entitled to charge other airlines wsing the Baggage Handling
Systems on a monthly basis, for their reasonable share of the Tenant’s
total direct costs which are substantially related to the Baggage Handling
Systems, excluding any costs to construct any portion of the Bagpage

3 For clarification, if as of the Rent Commencement Date, if only 1 of the 2 components of the
Baggage Handling Systems has been purchased by the Landlord, the Baggage Handling Systems
Additional Rent as of the Rent Comunencement Date shall be calculated based on the component
that has been purchased by the Landlord. The 2™ component shall be mcluded in the Baggage
Handling Systems Additional Rent when the Landlord purchases the 2™ component,
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 Handling Systerns, using standard and accepted accounting principles,
fogether with a not-to-exceed fifteen percent (15%) administrative charge.
Charges 1o other airlines that are equal to or less than 125% of the
Tenant’s average cost should not be deemed unreasonable. The Executive
Director shall have the right to periodically audit the Tenant’s books and
records, upon reasonable notice, with respect to the computation of the
Tenant’s charges to the other airline for the use of the Baggage Handling
Systems. The Executive Director shall have the right to approve the form
and content of the Tenant’s agreements relating to the use by another
airline of the Baggage Handling Systems, which approval shall not be
unreasonably withheld or denied.

(i)  The Tenant shall have the right to collect a security deposit
in advance from the other airlines using the Baggage Handling Systems.
Such security deposit shall not exceed the reasonably estimated charges
for three (3) months. '

2.60.3.6, Tenant may, with the prior written approval of the
Executive Director, which approval shall not be unreasonably withheld, enter into
written subcontracts for the operation and maintenance of the Baggage Handling
Systems, including the billing and coliection of costs from other airlines;
provided, however, that Tenant shall remain solely responsible to Landlerd for the
guality and performance of such operations. Further, Tenant shall cause such
subcontractors to (i) maintain insurance, with such endorsements as Landlord may
request, (il) provide appropriate indemmnities on behalf of Landlord as requested
by Landlord, and (iii) comply with all applicable Legal Requirements.

2.6.4. Lease of the Common Use Svstems.

2.6.4.1. As part of the Terminal 6 Renovations, it 1s contemplated
that Tenant will be constructing certain common use passenger systems such as a
common use processing system, a flight information display system, a paging
system and wireless network in the Terminal, including, but not limited to, the
display devices, workstations, microphone stations, speakers, the electrical and
telecommunications infrastructure, and the computer hardware and software
required to support the systems (collectively, the “Common Use Systems™).
Following the purchase by the Landiord of the Common Use Systems (as part of
the T6 Airline Renovations), the Landlord shall lease fo the Tenant and the Tenant
shall rent from the Landlord, the Common Use Systems. Following construction
of the Common Use Systems, a description of the Common Use Systems shall be
attached to this Lease by the Executive Director as Exhibit A-1, subject to City
Attorney approval as to form. The rent for the Common Use Systems shall be
additional rent under this Lease (the “Common Use Systems Additional Rent™).
The Common Use Systems Additional Rent shall be calculated based on the
portions of the T6 Airline Renovations Component Acquisition Cost and the T6
Airline Renovations Acquisition Cost allocable to the Common Use Systems
amortized over the remaining usefvl life of the Common Use Systems, as
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determined by the Landlord, using an imputed capital rate consistent with the
Landiord’s cost of capital for assets having a similar useful life as the Common
Use Systems. The Landlord shall start charging and the Tenant shall start paying
for the Common Use Systems Additional Rent on the first day of the month
following the date of purchase of the Common Use Systems by the Landlord (the
“Common Use Systems Rent Commencement Date™). Following construction of
the Common Use Systems, the Tenant and the Executive Director, on behalf of
the Landlord, subject fo approval as to form by the City Attorney, shall revise
Schedule 4 to reflect the calculation of the final Common Use Systems Additional
Rent amount.

2.6.4.2. During the Term, the Tenant shall be responsible for
operating and maintaining the Common Use Systems in good working order and
in good and safe condition on behalf of all Airline Users in the Terminal. If the
Tenant fails to operate the Common Use Systems in a reasonable and
nondiscriminatory manner, then the Executive Director, without further action of
the Board or City Council, and following 90 days notice to the Tenant, shall have
the right fo terminate the lease under this Section of the Common Use Systems.

2.64.3. Commencing on the Common Use Systems Rent
Commencement Date or the date that the Comumon Use Systems become
operational (whichever is earlier), the Tenant shall be entitled fo charge other
airlines using the Common Use Systems on a monthly basis, for their reasonable
share of the Tenant’s total direct costs which are substantially related to the
Common Use Systems, using standard and accepted accounting principles,
together with a not-to-exceed fifteen percent (15%) adnunistrative charge.
Charges to other airlines that are equal to or less than 125% of the Tenant’s
average cost should not be deemed unreasonable. The Executive Director shall
have the right to periodically audit the Tenant’s books and records, upon
reasonable notice, with respect to the computation of the Tenant’s charges 1o the
other airlines for the use of the Common Use Systems. The Executive Director
shall have the right to approve the form and content of the Tenant’s agreements
relating to the use by another airline of the Common Use Systems, which
approval shall not be unreasonably withheld or denied.

2.6.4.4. The Tenant shall have the right to collect a security deposit
in advance from the other airlines using the Common Use Systems. Such security
deposit shall not exceed the reasonably estimated charges for three (3) months.

2.6.4.5, Tenant may, with the prior written approval of the
Executive Director, which approval shall not be unreasonably withheld, enter into
written subcontracts for the operation and maintenance of the Common Use
Systems, including the billing and collection of costs from other airlines;
provided, however, that Tenant shall remain solely responsible to Landlord for the
quality and performance of such operations. Further, Tenant shall cause such
subcontractors to (i) maintain insurance, with such endorsements as Landlord may
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request, (i) provide appropriate indemnities on behalf of Landiord as requested
by Landlord, and {iii) comply with all applicable Legal Requirements.

2.6.5. Lease of the Passenger Boarding Bridges.

2.6.5.1. Existing Passenrer Boarding Bridees and  Related
Equipment.

i On Octeber 1, 2011, the Landlord shall lease to the Tenant
and the Tenant shall rent from the Landlord, the existing passenger
boarding bridges (the “Existing Bridges”) and related equipment (the
“Existing Related Equipment™) at Gate Nos. 64, 65, 66, 674, 678 and
69A.

(i  During the Construction Period, the Tenant shall be entitled
to charge the Landlord (such charge, the “Existing Bridges Maintenance
Charge™) for the Tenant’s total direct costs for the maintenance of the
Existing Bridges. The Existing Bridges Maintenance Charge shall not
exceed the Landlord’s current cost of maintaining the Existing Bridges.
The Landlord shall pay for such Existing Bridges Maintenance Charge in
the form of a rental credit towards this Lease in the amount of the Existing
Bridges Maintenance Charge.

2652 Refurbished/Replacement Boarding Bridges and Related
Equipment. As part of the Terminal 6 Renovations, it is contemplated that the

Tenant will be refurbishing or replacing the Existing Bridges as indicated in
Schedule 1 - Attachment C (such refurbished or replaced Existing Bridges, the
“New Boarding Bridges™) and installing aircraft support equipment {(e.g., pre-
conditioned air devices and 400HZ equipment)(such aircraft support equipment,
the “New Related Equipment”™ and together with the Existing Related Equipment,
the “T6 Related Equipment”). The Existing Bridges together with the New
Boarding Bridges are collectively called the “Boarding Bridges”.

2.6.5.3. Boarding Bridees Rent. Afier the Construction Period, the
Landiord shall also lease to the Tenant and the Tenant shall rent from the
Landlord, the New Boarding Bridges. The rent for the Boarding Bridges shall be
additional rent under this Lease (the “Boarding Bridges Additional Rent”). The
Boarding Bridges Additional Rent shall be calculated annually based on the
market value of the Boarding Bridges prior to being reforbished, as determined by
an independent appraisal, plus the portion of the T6 Airline Renovations
Component Acquisition Cost allocable to the Boarding Bridges as such
components are purchased by the Landlord pursuant to Section 1.3.3 .4, amortized
over the remaining useful life of the Boarding Bridges, as determined by the
Landlord, using an imputed capital rate consistent with the Landlord’s cost of
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capital for assets having a similar useful lifs as the Boarding Bridgesf' Following
purchase by the Landlord of the Boarding Bridges pursuant to Section 1.3.3.4, the
Tenant and the Executive Director, on behalf of the Landlord, subject to approval
as to form by the City Attorney, shall revise Schedule 4 to reflect the calculation
of the final Boarding Bridges Additional Rent amount.

2.68.54. T6 Related Equipment. After the Construction Period, the
Landlord also shall lease to the Tenant and the Tenant shall rent from the
Landlord the New Related Equipment. The rent for the T6 Related Equipment
shall be additional rent under this Lease (the “Related Equipment Additional
Rent™). The Related Equipment Additional Rent shall be calculated based on the
portion of the T6 Airline Renovations Component Acquisition Cost allocable to
the T6 Related Equipment as such components are purchased by the Landiord
pursuant fo Section. 1.3.3.4, amortized over the remaining useful life of the T6
Related Equipment, as determined by the Landlord, vsing an imputed capital rate
consistent with the Landlord’s cost of capital for assets having a similar useful life
as the T6 Related Equipment.” Upon the purchase by the Landlord of all of the
New Related Equipment pursuant to Section 1.3.3.4, the Tenant and the Executive
Director, on behalf of the Landlord, subject to approval as to form by the City
Attorney, shall revise Schedule 4 to reflect the calculation of the final T6 Related
Equipment Additional Rent amount. The Landlord reserves the right to calculate
the Boarding Bridges Additional Rent and the Related Equipment Additional Rerit
on a unified or combined basis in multiple terminals or Airport-wide, based on the
Landlord’s aggregate costs over multiple terminals or Airport-wide, as applicable,
of boarding bridges and/or related equipment, using a calculation methodology
counsistent with the approach described herein.

2.7.  Full Cost Recovery: Books and Records; Annual Consultation.

2.7.1. Full Cost Recoverv Method. The Tenant acknowledges that the
Landlord’s policy in setting the economic terms for leases of space at the Airport is to require the
payment by tenants of base rents (including rents for shared use areas) that compensate the
Landlord for its equity interest in land, buildings and equipment at the Terminal on the basis of
the Market Method or the Terminal Capital Charges Method (whichever results in the greater

* For clarification, if as of the Rent Commencement Date, if only 1 of the 2 components of the
Boarding Bridges has been purchased by the Landlord, the Boarding Bridges Additional Rent as
of the Rent Commencement Date shali be calculated based on the component that has been
purchased by the Landlord. The 2™ component shall be included in the Boarding Bridges
Additional Rent when the Landlord purchases the 2* component.

5 For clarification, if as of the Rent Commencement Date, if only 1 of the 2 components of the
New Related Equipment has been purchased by the Landlord, the Related Equipment Additional
Rent as of the Rent Commencement Date shall be calculated based on the portion that has been
purchased by the Landlord. The 2™ componerit shall be included in the Related Equiprent
Additional Rent when the Landlord purchases the 2™ component.
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rent), and to fully recover from tenants their allocable shares of all of the Landlord’s costs
incurred in constructing, improving, and operating the Airport and administering its operations,
including all overhead expenses, all capital costs, and all of the other expenses referred to in the
definitions of Terminal Expenses and Airport Infrastructuire Charges. The Tenant also
acknowledges that, in calculating Terminal Capital Charges, Terminal Expenses, and Airport
Infrastrocture Charges allocable to the Terminal, (2) a wide variety of methods of computation
and allocation could be justified, (b) the appropriate methods of computation and allocation must
periodically change in order to take into account changing requirements and circumstances at the
Airport, and (c) it is burdensorne for both the Landlord and the Tenant to negotiate and specify
all of the potentially relevant methods of computation and allocation in complete detail both
before the commencement of this Lease and from time to time during the Term. In calculating
Terminal Expenses, Airport Infrastructure Charges, and Terminal Capital Charges, the Landlord
shall therefore be entitled to use such methods of computation and allocation a$ the Landlord
shall in its discretion from time to time adopt, provided only that (a) the Landlord shall in good
faith believe the computation and allocation methods to be fair and reasonable and similarly
affect similarly situated tenants of space at the Airport, and (b) any changes to the computation
or allocation methods shall have been adopted only after the Tenant shall have been given notice
of the proposed methods and a reasonable opportunity to consult with the Landlord before the
adoption of the proposed changes. Summaries of the Landlord’s current methods of computing
and allocating Terminal Expenses, Airport Infrastructure Charges, and Terminal Capital Charges
are attached to this Lease as, respectively, Exhibits B, C, and D.

2.7.2. Landlord’s Records, The Landlord will keep books and records sufficient
for the purpose of substantiating for auditing purposes all amounts of Terminal Expenses
Additional Rent, Airport Infrastructure Additional Rent and the T6/7 FIS Fees. The Tenant may
from time to time, but no more often than once during any calendar year, examine (and, in the
course of the examination, may copy) and audit the Landlord’s books and records for the purpose
of verifying the amounts of Terminal Expenses Additional Rent, Airport Infrastructurs
Additional Rent and the T6/7 FIS Fees payable by the Tenant (whether or not already paid). The
Tenant shall only be permitted to examine and audit the Landlord’s books and records using a
nationally recognized independent accounting firm or their own internal anditors. The expense
of any such examination or audit shall be borne by the Tenant. The conduct of any examination
or audit ag provided in this Section 2.7.2 shall not affect the Tenant’s obligations to pay all
amounts due and payable in accordance with the provisions of this Lease. The Tenant will kesp
all information obtained from the Landlord’s books and records confidential, and the Tenant will
use good faith efforts to canse the Tenant’s agents and employees to keep all information
obtained from the Landlozd’s books and records confidential,

2.7.3. Tenant’s Records. The Landlord’s accurate calculation of the Tenant’s
Joint Use Share and the Tenant’s T6/7 FIS Fees, and the Landlord’s verification of the accurate
payment of Percentage Rent, are dependent upon receiving from the Tenant timely and accurate
information regarding the Tenant’s operations, including the number of passengers using the
Terminal to enplane onto or deplane from flights operated by the Tenant. The Tenant will
promptly and periodically (but not less frequently than monthly) provide to the Landlord
sufficient information about the Tenant’s operations as the Landlord may find necessary or
useful in calculating the Tenant’s Joint Use Share, the Tenant’s T6/7 FIS Fees, and the
Percentage Rent, and the Tenant will keep books and records sufficient for the purpose of
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substantiating the Tenant’s operations information for auditing purposes. The Landlord may
from time to time, but no more often than once during any calendar year, examine (and, in the
course of such examination, may copy) and audit the Tenant’s books and records for the purpose
of verifying the Tenant’s operations information. The expense of any such examination or andit
shall be borne by the Landlord, provided that if the Tenant’s books and records are not made
gvailable to the Landlord at a location within 50 miles from the Airport, the Tenant will
reimburse the Landlord the reasonable out-of-pocket costs incurred by the Landlord in inspecting
the Tenant’s books and records, including travel, lodging and subsistence costs. Except as
required by applicable law, the Landlord will keep all information obtained from the Tenant’s
books and records confidential, and the Landlord wili use good faith efforts to cause the
Landlord’s agents and employees to keep all information obtained from the Tenant’s books and
records confidential. The Tenant ghall refain all records and other information necessary fo
perform an audit as described above for a minimum of 5 years.

2.7.4. Annual Consultation. On at least one occasion during each completé
Lease Year during the Term, the Landlord will attempt to arrange a meeting with representatives
of the Tenant for the purpose of discussing matters relating to the financial aspects of this Lease.
At the request of the Landlord or the Tenant, the meeting will include representatives of the other
Adrline Users.

2.8.  Other Sums Deemed Additional Rent. Any sum of money payable by the Tenant
to the Landlord under any provision of this Lease, except for Base Rent, shall be deemed
additional rent.

2.9,  Late Charges. If the Tenant shall fail to pay any installment of Base Rent or any
amount of additional rent within five days after it becomes due, the Tenant will pay io the
Landlord, in addition to the installment of Base Rent or amount of additional rent, as the case
may be, as additional rent, a sum equal to inferest at the Stipulated Rate on the unpaid overdue
amount, computed from the date the payment was due o and including the date of payment. If
the Tenant shall fail to pay any installment of Base Rent within five days after it becomes due, in
addition to interest at the Stipulated Rate, the Tenant will pay to the Landlord a late charge in the
amount of two percent (the “Base Rent Late Charge™ of the amount of the delinquent
installment of Base Rent. If the Tenant shall fail to pay any additional rent within ten days after
it becomes due, in addition to interest at the Stipulated Rate, the Tenant will pay to the Landlord
a late charge in the amount of five percent (the “Additional Rent Late Charge”) of the delinquent
additional rent. No Additional Rent Late Charge shall be payable for any item of additional rent
that constitutes a late charge or interest. The Tenant acknowledges that the Base Rent Late
Charge and the Additional Rent Late Charge are intended to reasonably compensate the
Landlord for additional expenses incurred by the Landlord by reason of the Tenant’s failure to
timely pay Base Rent and additional rent, which expenses are difficult {o ascertain, and are not
intended to be in the nature of a penalty.

2.10. No Counterclaim, Abatement, etc. Except as expressly provided to the contrary
in this Lease, the Tenant will pay the Base Rent and all additional rent payable under this Lease
without notice, demand, counterclaim, setoff, deduction, defense, abatement, suspension,
deferment, diminution or reduction, and the obligations and labilities of the Tenant under this
Lease shall in no way be released, discharged or otherwise affected for any reason, whether
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foreseen or unforeseen, The Tenant waives, to the extent permitted by applicable law, all rights
now or hereafter conferred by statute or otherwise to quit, terminate or swrrender this Lease or
the Demised Premises or any part thereof, or to any abatement, suspension, deferment,
diminution or reduction of Base Rent and all additional rent payable by the Tenant hereunder,
To the extent permitied by applicable law, all payments by the Tenant to the Landlord made
hereunder shall be final, and the Tenant will not seek to recover any such payment or any part
thereof for any reason. In the event of any dispute regarding the amount of Base Rent or any
amount of additional rent payable under this Lease, (a) the Landlord’s computation of the
amounts due shall be presumed correct, and the Tenant will continue to pay the amounts due as
computed by the Landlord unless the Tenant shall have obtained a final, unappealable order to
the contrary from a court of competent jurisdiction, and (b) to the extent permitted by applicable
law, the Tenant waives any right to seck or obtain any provisional remedy before obtaining such
a final order, If it is determined by a final, unappealable order of a court of competent
jurisdiction that the Tenant was not obligated to pay any amount disputed by the Tenant but
nevertheless paid by the Tenant under protest, the Landlord will refund to the Tenant the amount
of any excess payments, together with interest on the amounts refunded from the time of their
payment to the Landlord until the time of refund, at an annual rate per annum equal to the
Reimbursement Rate.

2.11. Ng Waiver; Retroactive Payments. The failure by the Landlord to timely comply
with the provisions of this Section 2 relating to the adjusiment of the Base Rent or any item of
additional rent shall not be construed as a waiver of the Landlord’s right to the adjustment of the
Base Rent or to the adjustment of any additional rent. If a determination of the adjusted Base
Rent is not completed before the relevant Valuation Adjustment Date or if a determination of the
adjustment of any item of additional rent is not completed before any relevant date, the Tenant
will continue to pay the amounts applicable to the preceding period, and if the Base Rent as of
the relevant Valuation Adjustment Date or any item of additional rent as of any relevant date is
thereafter determined to be an amount greater than that paid by the Tenant, the adjusted amount
shall take effect, and shall promptly be paid by the Tenant, retroactively to the date when the
payment would have been due absent the failure to timely complete the determination of the
appropriate adjustment. If the Landlord has substantially complied with the provisions of this
Section 2 relating to the adjustment, the Landlord shall be entitled to receive, in addition to all
amounts of additional Base Rent and additional rent becoming retroactively effective, interest on
the retroactive amounts from the date the Board adopts the applicable adjustment retroactively
due, and the Tenant is notified, in writing, of such retroactive adjustment, until the date of
payment to the Landlord, at an annual rate per annum equal to the Reimbursernent Rate,
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2.12. Mammer of Payment. All payments of Base Rent and other amounts payable under
the preceding provisions of this Section 2 shall be paid in US. dollars without setoff or
deduction by mailing to the following address:

City of Los Angeles

Department of Airports

Accounts Receivable

Los Angeles, California 90074-4989

The Landlord may from time to time designate any other address to which the payments shall be
made, As a matter of courtesy, invoices may be sent by the Landlord to the Tenant, but
notwithstanding any custom of the Landlord in sending invoices, the receipt of an invoice shall
not be a condition 1o any payment due to the Landlord from the Tenant. All payments, including
each payment check and remittance advice, shall include the confract number assigned to this
Lease by the Landlord, which is stamped on the first page of this Lease (but failure to do so shall
not constitute a default by the Tenant under this Lease). No payment by the Tenant or receipt by
the Landlord of a portion of any sum .due under this Lease shall be deemed to be other than a
partial payment on account of the earliest sum next due from the Tenant. No endorsement or
statement on any check or any letter accompanying a check or other payment from the Tenant
shall be deemed an accord and satisfaction, and the Landlord may accept the check or other
payment, and pursue any other remedy available under this Lease. The Landlord may accept any
partial payment from the Tenant without invalidation of any notice required to be given under
this Lease and without invalidation of any notice required to be given under the provisions of
California Code of Civil Procedure Section 1161, et seg.

3, Use,

3.1, Permitted Uses, The Tenant may, subject to any applicable Legal Requirements
and to all other applicable Legal Requirements provisions of this Lease, use and occupy the
Tenant Areas only for the uses refiected on the Basic Information Schedule as the “Perrmitted
Uses™.

3.2.  Probibited Uses. Notwithstanding anything in Section 3.1 to the contrary, without
the prior consent of the Landlord the Tenant will not use or occupy, or permit any portion of the -
Tenant Areas to be used or occupied for any use not specifically permitied.

3.3,  Other Use Limitations. The Tenant will conduct 1ts operations at the Tenant
Areas in such a manner as to reduce as much as is reasonably practicable, considering the nature
and extent of the Tenant’s operations, any and all activities that interfere unreasonably (whether
by reason of noise, vibration, air movement, fumes, odors or otherwise} with the use by any other
Person of space in the Terminal or other facilities at the Airport. Without the prior consent of the
Landlord, which consent shall not be unreasonably withheld, the Tenant will not install or use
any wireless workstations, access control equipment, wireless internet servers, iransceivers,
- modems or other hardware that transmit or otherwise access radio frequencies.

3.4, Apron Loading of Aircrafl.
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3.4.1. The loading or unload of the Tenant’s passengers from the apron at Gate
Nos, G64, G65, G66 or G67A is subject to the operational plan prepared by the Tenant
that has been approved by the Executive Director (as may be amended by time to time,
the “Loading Plan™). The Loading Plan approved by the Executive Director as of the
Lease Commencement Date is aftached as Exhibit M, The Tenant may not amend the
Loading Plan until such time that the Executive Director has accepted such amendment to
the Loading Plan, which acceptance shall not be unreasonably withheld. If applicable
Legal Requirements for the loading and unloading of passengers from aprons requires the
Tenant to make operational changes, the Tenant must amend the Loading Plan so that
such changes are reflected in the Loading Plan.

3.4.2. The Tenant may not load or uaload its passengers from the apron af Gate
Nos. G67B and G6%A.

3.4.3. Any violation by the Tenant at any Gate (as defined in Section 16) of its
Loading Plan, Legal Requirement, or the Landlord’s rules and regulations shall be subject
to the temporary or permanent relinguishment of such Gate or all Gates in the Terminal.

4, Alterations. etc.

4.1, Landlord’s Consent. The Tenant may make alierations, installations, additions
and improvements in and to the Tenant Areas (referred fo as “Alterations™) provided that the
Tenant complies with the provisions of this Section 4 and, except as provided in Section 4.2,
provided that the Tenant first obtain the Landlord’s consent in accordance with Section 4.3.

4.2.  Alterations not Requiring Consent. The Tenant may, without the Landlord’s
consent, make Alterations in the Demised Premises (buf not in any of the other Tenant Areas)
consisting of furniture, furnishings, painting, carpeting, wall coverings and other decorative
changes. -

4.3.  Alicrations Requiring Consent. If the Landlord’s consent is required for any
Alteration, the Tenant’s initial request for the consent shall include reasonably detailed
preliminary plans for the Alteration. If the Landlord shall approve the preliminary plans, the
Tenant will prepare working drawings and specifications that are in all respect accurate
reflections of the approved preliminary plans and will submit for approval to the Landlord two
copies of the working drawings and one copy of the specifications. The Tenaat will not
commence work on the proposed Alteration until the Landlord shall have approved the working
drawings and specifications, as well as (in the Landlord’s reasonable discretion) the identity of
the architects, engineers, contractors and major subcontractors who the Tenant proposes to
construct the Alteration. No material modifications shall be made to the working drawings or
specifications, or in the construction of the Alteration described by them, without the prior
consent of the Landlord, which consent shall not be unreasonably withheld. The Tenant will pay
to the Landlord, within 30 days after demand therefor, the Landlord’s actua] and reasonable
out-of-pocket costs {(as well as a reasonable allowance for the internal costs of the Landlord’s use
of its own employees) incured in reviewing or considering any Alterations, and inspecting
consiruction of the Alterations.
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4.4, Performance of Alterations. Before the commencement of any Alteration, the
Tenant will obtain and deliver to the Landiord (i) all required permits, (i) insurance for the
contractor for such coverages and in such amounts as may be reasomably acceptable to the
Landlord, and (iii) surety bonds or other security in such amounts and otherwise reasonably
satisfactory to the Landlord. All of the Tenant’s Alterations shall be (i) effected at the Tenant’s
expense and prompily and fully paid for by the Tenant, (ii) performed with due diligence, in a
good and workmanlike manner and in accordance with all Legal Requirements and Insurance
Requirements, (iil) made under the supervision of a licensed architect or licensed professional
engineer reasonably satisfactory to the Landlord, and (iv) performed without unreasonably
interfering with {A) the use and occupation or conduct of the business of any other tenant or
occupant of the Terminal, (B) any construction work being performed elsewhere in the Terminal
by the Landlord or by any other fenant or occupant of the Terminal, or (C) ingress and egress to,
in and from the Terminal or any other premises demised in the Terminal. In the course of
effecting any Alterations the Tenant will use good faith efforts fo minimize noise and dust and
will keep the Tenant Areas, Terminal Common Areas, and Vertical Areas clean and neat. Upon
completion of the Alteration, the Tenant will furnish to the Landlord, at no charge, two complete
reproducible sets of record or as-built drawings of the Alterations, and one complete set in an
electronic format that complies with the then current computer aided design standards of the
Landlord. The drawings must include any applicable permit numbers, the structural and other
improvements installed by the Tenant in the Tenant Areas, and the location and details of
installation of all equipment, utility lines, heating, ventilating, and air-conditioning ducts and
related matters. The Tenant will keep the record or as-built drawings current by updating them
in order to reflect any changes or modifications that may later be made in or to the Tenant Areas.
Within 120 days following the Completion of the Alteration, the Tenant will prepare and submit
fo the Landiord a construction report including the following information regarding the
Alteration: (1) a description of the type of improvements constructed or altered, (2) the floor
area or capacity of the improvements constructed or altered, (3) the total cost of the Alteration,
(4) the completion date for the Alteration, and (5) a copy of the certificate of occupancy for the
Alteration (or for the Tenant Areas, after giving effect to the Alteration). Without limiting the
generality of the remedies available to the Landlord for any breach of this Lease under Section
14, if the Tenant shall fail to timely and completely perform its obligations under the
immediately preceding sentence of this Section 4.4 and the failure shall continue for more than 5
days afier the Tenant receives written notice from the Landlord of such failure, the Tenant will
pay to the Landlord, as additional rent, a late charge equal to $500 for each day for which the
failure continues.

4.5. Ownership of Improvements and Alterations. Other than Tenant’s Property,
ownership of all improvements and equipment existing in the Tenant Areas on the Lease
Commencement Date is and shall be in the Landlord. Gwnership of all improvements, additions,
alterations and equipment constructed or installed in the Tenant Areas at the Landlord’s expense
after the Lease Commencement Date shall be and remain in the Landlord. During the Term, the
Tenant shall own all Alterations constructed or installed at the Tenant’s expense unless the
Tenant has transferred its ownership interests to the Landlord in which case the ownership of
such Alterations shall be in the Landlord. Except as otherwise agreed to in the Settlement
Agreement, upon the expiration or earlier termination of the Term, all Alterations, other than
equipment, trade fixtures and similar installations that are removable withont material damage to
the Tenant Areas, shall become the property of the Landlord (without compensation to the
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Tenant), unless the Landlord requests that the Tenant remove some or all of the equipment, trade
fixtures, and similar installations, in which case the Tenant will promptly remove them at the
Tenant’s expense. All items of Tenant’s Property remaining in the Tenant Areas or at the
Terminal shall, if not removed by the Tenant within three Business Days following the end of the
Term, be deemed abandoned and shall, at the Landlord’s clection (i) be disposed of in any
manner selected by the Landlord, at the Tenant’s expense, or (if) become the property of the
Landlord. The Tenant will promptly repair any damage to the Tenant Areas or the Terminal
resulting from the removal of any items of Tenant’s Property.

4.6, Notices of Non-Responsibility. In connection with any Alteration, the Landlord
may post notices of non-responsibility for the services and material furnished by mechanics,
materialmen and other vendors.

5. Maintenance and Renair,

5.1, Maintépnance and Repaif by Tenant.

5.1.1. At the Tenant’s expense, and to the extent identified on the maintenance
schedule attached to this Lease as Schedule 3, the Tenant will maintain the Demised Premises
and will make all repairs to the Demised Premises and to all the fixtures, equipment and
appurtenances therein as and when needed to preserve them in good working order and good and
safe condition. Notwithstanding the foregoing, all damage to the Demised Premises and the
fixtures, equipment and appurtenances therein, or the Terminal, in sach case requiring structural
repairs or requiring repairs that affect the Terminal systems, and all damage or injury to any
Terminal system, caused by or resulting from the negligence of the Tenant, its servants,
employees, agents, customers, invitees ot licensees, shall be repaired by the Landlord, at the
Tenant’s expense, payable within 30 days after the Landlord’s delivery of an invoice therefor.
Without limiting the generality of the remedies available to the Landlord for any breach of this
Lease under Section 14, if, in the reasonable determination of the Landlord, the Tenant shall
have regularly failed to maintain equipment in the Tenant Areas, the Landlord may elect, upon
notice to the Tenant, to maintain the neglected equipment (directly or through third-party
contractors and at the Tenant’s expense payable promptly after the Landlord’s delivery of
invoices therefor from time to time) for all or any portion of the remainder of the Term. All
damage or injury to the Terminal, the Demised Premises or the fixtures, equipment and
appurtenances therein or thereto caused by the Tepant’s rernoval of furniture, fixtures or other
property, shall be repaired to its condition existing before the damage or injury, or restored or
replaced promptly by the Tenant at its expense. The Tenant will at all times keep the Demised
Premises free and clear of wastepaper, discarded plastic, graffiti, and all other trash and debris of
any kind. The Tenant hereby waives the provisions of subsection 1 of Section 1932 and of
Sections 1941 and 1942 of the California Civil Code or any successor or similar provision of
law, now or hereafter in effect.

5.1.2. From October 1, 2011, the Tenant shall be responsible for operating and
malntaining the Boarding Bridges and thé T6 Related Equipment pursvant to manufacturers’
specified maintenance and operating requirements, in good working order and in good and safe
condition. The Tenant shall be entitled to charge other airfines using the Boarding Bridges in
accordance with Section 16.6 below.
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5.1.3. The Tenant shall be responsible for operating and maintaining the
Baggage Handling Systems pursuant to manufacturers’ specified maintenance and operating
requirements, in good working order and in good and safe condition. The Tenant shall be
entitled to charge other airlines using the Baggage Handling Systems all in accordance with
Section 2.6.3 above.

5.1.4. The Tenant shall be responsible for operating and maintaining the
Common Use Systems pursuant to manufacturers’ specified maintenance and operating
requirements, in good working order and in good and safe condition. The Tenant shall be
entitled to charge other airlines using the Common Use Systers all in accordance with Section
2.6.4 above.

5.2. Maintenance and Repair by Landiord. Except as provided in Section 5.3 below,
at the Landlord’s expense (but subject to the Tenant’s obligation to pay Terminal Expenses
Additional Rent under Section 2.4), the Landlord will maintain the Airline Joint Use Areas, the
International Joint Use Areas, the Terminal Common Areas, and the Vertical Areas and will
make all repairs to the Airline Joint Use Areas, the International Joint Use Areas, the Terminal
Common Areas, and the Vertical Arcas, and to all the fixtures, equipment and appurtenances
therein (but excluding Tenant’s Property and the property of other tenants of the Terminal), as
and when needed to preserve them in good working order and good and safe condition. The
Landlord may in its reasonable discretion elect to delegate some or all of its obligations under
this Section 5.2 to any Person (including the Tenant and one or more of the other Airline Users),
under such terms as the Landlord and the Person may agree.

5.3.  Prevailing Wage, Maintenance work performed on the Landlord’s property may
require payment of prevailing wages. The Tepant is obligated to make that determination, and
shall be bound by and comply with applicable provisions of the California Labor Code and
Federal, State, and local laws related to labor. The Tenant shall indemnify and pay or reimburse
the Landlord for any damages, penalties or fines (including, but not limited to, attomey’s fees
and costs of litigation) that the Landlord incurs, or pays, as a result of noncompliance with
applicable prevailing wage laws in connection with such maintenance.

6. Liens, etc. The Tenant will not permit to be created or o remain, and will
discharge (by payment, filing of an appropriate bond or otherwise), any lien, deed of trust,
mortgage or other encombrance affecting the Demised Premises caused or created by the Tenant,
including any mechanic’s liens arising from any work performed for the benefit of the Tenant,
or, to the extent caused or created by the act of the Tenant, the Airport or any part thereof, other
than (i) this Lease, (i) any encumbrance affecting the Demised Premises or the Alrport and
arising solely from any act or omission of the Landlord or any Person claiming by, through or
under the Landlord (other than the Tenant or any Person claiming by, through or under the
Tenant), (iii) liens or other encumbrances being contested under Section 8, and (iv) inchoate
liens of mechanics, materialmen, suppliers or vendors, or rights thereto incurred by the Tenant in
the ordinary course of business for sums that under the terms of the related contracts are not yet
due. Notice is hereby given that the Landiord shall not be liable for any labor or materials
furnished or to be furnished to the Tenant upon credit, and that no mechanics’ or other lien for
any such labor or materials shall attach to or affect the reversion or other estate or interest of the
Landlord in and to the Airport, the Terminal, or the Tenant Areas. Without limiting the
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generality of Section 9.1 or the remedies available to the Landlord for any breach of this Lease
under Section 14, if the Tenant does not, within 30 days following the imposition of any lien,
deed of frust, morigage or other encumbrance caused or created by the Tenant, including any
mechanic’s lens arising from any work performed for the benefit of the Tenant, that the Tenant
is required to discharge (any of the foregoing being referred to as an “Impermissible Lien™),
cause the Impermissible Lien fo be released of record by payment or posting of a proper bond or
otherwise, the Landlord shall have, in addition to all other remedies provided by law, the right,
but not the obligation, vpon ten Business Days prior notice to the Tenant, to cause the
Impermissible Lien to be released by such means as the Landlord shall deem proper, including
payment in satisfaction of the claim giving rise to the Impermissible Lien. All sums paid by the
Landlord and all actual expenses incurred by it in connection with the release of the
Impermissible Lien, including costs and reasonable attorneys fees, shall be paid by the Tenant to
the Landlord on demand,

7. Compliance with Legal Requirements and Insuyrance Reguirements, etc. The
Tenant at its expense will comply with all current and future Legal Requirements and Insurance
Requirements (other than Legal Requirements and Insurance Requirements being contested
under Section 8) that impose any violation or obligation upon the Landlord or the Tenant relating
to the Demised Premises or the use or occupancy thereof. Without limiting the generality of the
foregoing, but subject to the provisions of Section 8, the Tenant will, at the Tenant’s expense,
comply with any Legal Requirement that requires repairs or alterations within the Demised
Premises so as to cause the Demised Premises to comply with the Americans with Disabilities
Act, California Financial Code Section 13082 regarding touch screen devices, and any other
Legal Requirements regarding access of disabled persons to the Demised Premises, including
any services, programs or activities provided by the Tenant. The Tenant will cooperate with the
Landlord in the Landlord’s efforts to ensure compliance by the Airport with all applicable Legal
Requirements, including Legal Requirements regarding access of disabled persons to the Airport.
The Tenant will cooperate with the Landlord and participate in and comply with activities
organtzed by the Landlord and mandated by any governmental agency, including recycling
programs. The Landlord will not be liable to the Tenant, nor shall the Tenant be entitled to
terminate this Lease in whole or in part, by reason of any diminution or deprivation of the
Tenant’s rights or benefits under this Lease that may result from the Tenant’s obligation to
comply with applicable Legal Requirements. If and when the Landlord implements or amends
any rules and regulations applicable to the Tenant, the Terminal, or the Airport or any part
thereof, the Landlord shall comply with any consultation requirements of this Lease or of any
applicable Legal Requirement, including Federal Aviation Administration regulations.

g. Permitted Contests. The Tenant at its expense may contest by appropriate legal
proceedings conducted in good faith and with due diligence (i) the amount or validity or
application, in whole or in part, of any claims of confractors, mechanics, materialmen, suppliers
or vendors or liens therefor and (ii) the interpretation or applicability of any Legal Requirement
or Insurance Requirement affecting the Demised Premises or any part thereof and may withhold
payment and performance of the foregoing (but not the payment of any amount or the
performance of any term for which the Tenant is otherwise obligated to the Landlord under this
Lease) pending the outcome of the proceedings if permitted by law, provided that (A) in the case
of any claims of contractors, mechanics, materialmen, suppliers or vendors or lien therefor, the
proceedings shall suspend the collection thereof from the Landlord and any part of the Airport,
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{B) in the case of any hien of a contractor, mechanic, materialman, supplier or vendor, the lien
has been discharged by bonding or otherwise, (C)in the case of any lien of a contractor,
mechanic, materialman, supplier or vendor, the lien does not encumber any interest in any part of
the Airport other than the Tenant’s interest in the Demised Premises and the lien will not
adversely affect the ongoing operation or leasing of any part of the Airpoit, (D) in the case of a
Legal Requirement or an Insurance Requirement, the cost of compliance with which is
reasonably estimated 1o exceed $50,000, as adjusted by the CPI from July 1, 2005 to the date of
determination, the Tenant will furnish to the Landlord either (%) a bond of a surety company
reasonably satisfactory to the Landlord, in form and substance reasonably satisfactory to the
Landlozd, and in the amount of the Hen or the cost of compliance (as reasonably estimated by the
Landlord) or {(y) other security reasonably satisfactory to the Landlord, (E) neither the Airport
nor any part thereof nor interest therein would be sold, forfeited or lost, (F) in the case of a Legal
Requirement, the Landlord shall not be subject to any criminal liability, and neither the Airport
nor any interest therein would be subject to the imposition of any Hen or penalty, as a result of
the failure to comply during the pendency or as a result of the proceeding, (G) in the case of an
Insurance Requirement, the failure of the Tenant to comply therewith shall not cause the
insurance premiums payable by the Landlord for the Airport to be greater than they otherwise.
would be, (H) in the case of any Legal Requirement or Insurance Requirement, the failure of the
Tenant to comply therewith during the contest will not adversely affect the ongoing operation or
leasing of the Airport, and will not subject the Landlord to any civil liability, and (I) the Tenant
shall have furnished such security, if any, as may be required in the proceedings.

9, Indemnity; Insurance.

9.1. Indemmity. The Tenant will mdemnify the Landlord against and hold the
Landlord harmless from all expenses (including reasonable attorneys’ fees and disbursements),
liabilities, losses, damages or fines incwrred or suffersd by the Landlord by reason of (i) any
breach or nonperformance by the Tenant, or its agents, employees, contractors, customers and
invitees, of any covenant or provision of this Lease to be observed or performed on the part of
the Tenant, (ii) the carelessness, negligence or improper conduct of the Tenant, or its agents,
employees, contractors and invitees in, on or about the Demised Premises or arising out of the
Tenant’s occupancy of the Demised Premises, and (iii) all Environmental Losses arising from the
Tenant’s Application of Hazardous Materials at the Airport. The Landlord will promptly notify
the Tenant of any claim asserted against the Landlord for which the Tenant may be liable under
this Section 9.1 and will promptly deliver to the Tenant the original or a true copy of any
summons or other process, pleading, or notice issued in any suit or other proceeding to assert or
enforce the claim. If the Tenant becomes aware of any claim asserted against the Landlord for
which the Tenant may be lable under this Section 9.1, and of which the Tenant has not yet been
notified by the Landlord under the provisions of the immediately preceding sentence, the Tenant
will promptly notify the Landlord of the claim, If any claim, action or proceeding is made or
brought against the Landlord for which claim, action or proceeding the Tenant would be liable
under this Section 9.1, upon demand by the Landlord, the Tenant, at its expense, will defend the
claim, action or proceeding, in the Landlord’s pame, if necessary, by such attorneys as the
Landlord shall approve, which approval shall not be unreasonably withheld. Attorneys for the
Tenant’s insurance casrier are deemed approved for purposes of this Section 9.1 (and if the
Tenant’s insurance carrier offers the Tenant more than one choice of counsel, the Tenant will
select the counsel provided by the insurance carrier that is reasonably acceptable to the
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Landlord). The Tenant shall, in any event, have the right, at the Tenant’s expense, to participate
in the defense of any action or other proceeding brought against the Landlord and in negotiations
for and settlement thereof if, under this Section 9.1, the Tenant may be obligated to reimburse
the Landiord in connection therewith. The Landlord in its discretion may settle any claim
against it that is covered by the Tenant’s indemnity in this Section 9.1, if the Landlord shall first
have provided notice to the Tenant of the Landlord’s intention to settle the claim and the material
terms of the proposed settiement and if the Tenant does not object to the proposed settlement
within five Business Days of its receipt of the notice (or, if the Tenant receives immediaie notice
of the offer of seitlement and its terms, such lesser time as was given as a condition of the
settlement offer). In the case of any claim for which the Landlord’s proposed settlement includes
the payment of more than $100,000, the Landlord may settle the claim over the Tenant’s
objection unless the Tenant furnishes the Landlord with either (i) 2 bond in an amount equal to
the claim in a form and from a surety reasonably satisfactory to the Landlord, or (ii) other
security reasonably satisfactory to the Landlord. For the purposes of this Section 9.1 and any
other indemnity by the Tenant in this Lease, any indemnity of the Landlord shall be deemed to
include an indemnity of the Board and all of the Landlord’s officers, employees and agents.

9.2. Insurance. The Tenant will obtain and keep in full force and effect during the
Term, at its expense, policies of insurance of the types, with the coverages and insuring the risks
specified in the insurance schedule attached fo this Lease as Schedule 2. Based on its periodic
review of the adequacy of insurance coverages, the Landlord may from time to time, but not
more than once in each Lease Year, in the exercise of its reasonable judgment revise the types of
insurance required to be maintained by the Tenant, the risks to be insured and the minimum
policy limits, on 30 days’ prior notice to the Tenant. All policies of insurance required to be
maintained by the Tenant under this Section 9.2 (a) shall be primary and noncontributing with
any other insurance benefiting the Landlord where liability arises out of or resuilts from the acts
or omissions of the Tenant, its agents, employees, officers, assigns or any other Person acting on
behalf of the Tenant, and (b) may provide for reasonable deductibles or refention amounts
satisfactory to the Landlord based vpon the nature of the Tenant’s operations and the risks
insured. Without limiting the generality of Section 9.1 or the remedies available to the Landlord
for any breach of this Lease under Section 14, if the Tenant does not furnish the Landlord with
evidence of insurance and maintain insurance in accordance with this Section 9.2, the Landlord
may, but shall not be obligated to, procure the insurance at the expense of the Tenant, in which
event the Tenant will promptly reimburse the Landiord for any amounts advanced by the
Landlord in procuring the insurance, together with a charge of 15% of the amounis so advanced
for the Landlord’'s administrative costs in so doing. The Tenant will provide proof of all
insurance required to be maintained by this Section 9.2 by (a) production of certified copies of
the actual insurance policies, (b) use of the Landlord’s own endorsement forms, (¢) broker’s
letter satisfactory to the Landlord in substance and form in the case of foreign insurance
syndicates, or by other written evidence of insurance satisfactory to the Landlord. The
documents evidencing all specified coverages shall be filed with the Landlord in duplicate and
shall be procured and approved in strict accordance with the provisions in Sections 11.47
through 11:56 of Administrative Code of the City of Los Angeles before the Tenant ocoupies the
Demised Premises or any other portions of the Tenant Areas. The documents evidencing the
coverages shall contain the applicable policy number, the inclusive dates of policy coverages,
and the insurance carrier’s name, and shall bear the signature of an authorized representative of
the carrier. The Landlord reserves the right to have submitted fo it, upon request, all pertinent
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information about the agent and carrier providing any policy of insurance required by this
Section 9.2. Policies of insurance issued by non-California admitted carriers are subject to the
provistons of California Insurance Code Sections 1760 through 1780, and any other regulations
and directives from the California Department of Insurance or other regulatory board or agency.
Unless exempted, the Tenant will provide the Landlord with proof of insurance from the non-
California admitted carriers through a surplus lines broker licensed by the State of California.
The Tenant will prompily furnish the Landlord with (i) notice of cancellation or change in the
terms of any policy of insurance required fo be maintained by this Section 9.2, and (ii) evidence,
and if requested, copies of any renewals, replacement or endorsements of or to the policies (and,
in the case of remewals or replacements, at least 15 days before the expiration of the
corresponding existing policy). ’

9.3.  Carriers; Policy Provisions. All insurance policies referred to in Section 9.2 that
are carried by the Tenant shall be maintained with insurance companies of recognized standing
and with at least A.M. Best rating of A- or equivalent. Each insurance policy referred to in
Section 9.2 shall also, whether under the express provisions of the policy, by Landlord’s own
endorsement form of by other endorsement attached to the policy, include the Landlord, the
Board and all of the Landlord’s officers, employees, and agents, as additional named insureds for
all purposes of the policy. Each insurance policy referred to in Section 9.2 (other than policies
for workers’ compensation, employers’ lability and fire and extended coverages) shall contain
(a) a “Severability of Interest (Cross Liability)” clause stating “It is agreed that the insurance
afforded by this policy shall apply separately to each insured against whom claim 1s made or suit
is brought except with respect to the limits of the company’s liability”, and (b) a “Contractual
Endorsement” stating “Such insurance as is afforded by this policy shall also apply to liability
assumed by the insured under its lease of property at Los Angeles International Airport with the
City of Los Angeles.” Each insurance policy referred to in Section 9.2 shall provide that the
insurance provided under the policy shall not be subject to cancellation, reduction in coverage, ot
nonrenewal except after written notice, at least 30 days before the effective date, by certified
mail, return receipt requested, to the Landlord at its address specified in or under the provisions
of Section 19. '

10. Damage or Destruction.

10.1. Tenant to Restore. If the Terminal or the Demised Premises shall be damaged or
destroyed by fire or other casualty (and if this Lease shall not have been terminated as provided
. in Section 10.2), then, whether or not (i) the damage or destruction shall have resulted from the
fault or neglect of the Tenant or any other Person, or (ii) the insurance proceeds shall be adequate
therefor, the Tenant will repair the damage, and restore the Demised Premises at the Tenant’s
expense, prompily and expeditiously and with reasonable continuity, to the same or better
condition as existed before the casualty and in such a manner as is otherwise consistent with this
Lease and the Tenant’s uses of the Demised Premises, in each case subject to all then existing
Legal Requirements; provided, however, that (w) any such repair and restoration obligation of
the Tenant shall be contingent upon the Landlord’s repair and restoration of the Terminal and all
structural components (which for greater clarity, shall also include the main trunk line for
electrical and plumbing, but which shall not include the Tenant’s improvements, fixtures,
equipment, electrical connecting to the main trunk line, plumbing connecting to the main trunk
line, and. other property) of the Demised Premises, (x) in accordance with Section 5.2, the
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Landlord shall make all repairs and restoration necessary in the Airline Joint Use Areas, the
International Joint Use Areas, the Terminal Common Areas and the Vertical Areas, (y) if the
damage or destruction resulted from any plumbing, electrical or structural failure, then the
Landlord shall be responsible for all related repairs and restoration, and (z) any such repair,
reconstruction or restoration by the Tenant would be without prejudice to the Tenant’s rights (or
of its insurers) to claim any amounts incurred by such reconstruction to the responsible party. If
the damage or destruction is such that renders the Demised Premises unusable, the Landlord
shall use reasonable efforts to relocate the Tenant to comparable alternative facilities (in size and
functionality) during such repair and restoration Any repair or restoration by the Tenant of the
Demised Premises following a casualty shall be considered an Alteration for the purposes of
Section 4. If as a result of the repairs or restoration, a new certificate of occupancy shall be
necessary for the Demised Premises, the Tenant will obtain and deliver to the Landlord a
temporary or final certificate of occupancy before the damaged portions of the Demised
Premises shall be reoccupied for any purpose.

10.2. Termination of Lease.

10.2.1. Destruction at End of Term. If a Substaatial Destruction shall occur
during the last 18 months of the Term, and the repair or restoration necessitated by the
Substantial Destruction, under normal consfruction procedures would, in the Landlord’s
reasonable judgment, require more than three months to complete, then the Landlord will so
notify the Tenant, and the Landlord or the Tenant may terminate this Lease upon notice to the
other given within 30 days after the Substantial Destruction. The date fixed in the Landlord’s
notice of the termination of this Lease shall be not earlier than 30 days following the delivery of
the notice.

10.2.2. Destruction of Terminal. If substantially all of the Terminal shall be
damaged by fire or other casualty, the Landlord may terminate this Lease upon notice to the
Tenant given within 30 days after the damage. The dale fixed in the Landlord’s notice of the
termination of this Lease shall be not earlier than 30 days following the delivery of the notice.

10.2.3. Substantial Destruction. If a Substantial Destruction shall occur, other
than during the last 18 months of the Term, and the repair or restoration of the Substantial
Destruction would, in the Landlord’s reasonable judgment, require more than six months to
complete, the Tenant may terminate this Lease by giving the Landlord notice of its election to
terminate this Lease within 30 days following the occwrence of the circumstance giving rise to
the Substantial Destraction,

10.2.4. Effect of Termination. In the event of the termination of this Lease under
the provisions of Section 10.2.1, 10.2.2, or 10.2.3, this Lease shall expire (subject o the
provisions of Section 28.17) as fully as of the earlier of (i) the date on which the Tenant could no
longer operate from the Demised Premises as a result of such casualty, or (i) on the date fixed in
the notice of termination, in each case, as if such date were the date originally fixed for the
expiration of the Term, and the Tenant will vacate the Tenant Areas and surrender them to the
Landlord on the date fixed for termination. Base Rent and additional rent shall be apportioned
and paid by the Tenant up to and including the date of tepmination. If the Tenant elects to
terminate this Lease under the provisions of Section 10.2.1 or 10.2.3, the Tenant will (at the
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Tenant’s expense), unless otherwise directed by the Landlord, demolish all damaged
improvements in the Demised Premises and remove and properly dispose of the debris.

10.3. Tenant to Give Notice. The Tenant will give the Landlord notice in case of
material damage or destruction to the Demised Premises promptly after the Tenant becomes
aware of the event.

104, Waiver. The Landlord and the Tenant intend that all of their rights and
obligations arising out of any dameage to or destruction of the Terminal shall be governed by the
provisions of this Lease. The Landlord and the Tenant therefore waive the provisions of
California Civil Code Sections 1932 and 1933, and of any other Legal Requirements that relate
to termination of a lease when property is damaged or destroyed

11, Eminent Domain.

11.1. Total Taking. If there shall occur a Taking {(other than for temporary use) of the
whole of the Terminal (a “Total Taking™), this Lease shall terminate as of the Taking Date.

11.2. Partial Taking. If there shall occur a Taking (other than for temporary use) of any
part of the Terminal, and if the Taking shall not constitute a Total Taking (a “Partial Taking™),
the Tenant may elect to terminate this Lease if the Partial Taking shall be of a portion of the
Terminal such that, in the Tenant’s reasonable judgment (taking into account any alternatives
proposed by the Landlord), the remaining portion of the Tenant Areas shall not be adequate for
the proper conduct of the Tenant’s operations. The Tenant will give at least 30 days notice of the
Tenant’s election to the Landlord not later than 60 days after the later to occur of (1) the delivery
by the Landlord to the Tenant of notice of the Partial Taking, and (ii) the Taking Date.

11.3. Awards. The Tenant shall not be entitled to receive any portion of the Landlord’s
award in any proceeding relating to any Total Taking or Partial Taking. The Tenant shali,
however, be entitled to appear, claim, prove and receive in the proceedings a separate award
relating to any Total Taking or Partial Taking, for the then value of the Tenant’s estate under this
Lease, of the Tenant’s Property, for any Alterations made to the Tenant Areas after the Lease
Commencement Date at the Tenant’s expense and for moving expenses, but only to the extent a
separate award shall be made in addition to, and shall nof result in a reduction of the award made
to the Landlord for the Terminal, the remainder of the Airport and the fixtures and equipment of
the Landlord so taken. In any Taking proceeding in which the Tenant is claiming the value of
the Tenamt’s estate under this Lease, the Tenant shall have the burden of proving the value
thereof, and that the amount of compensation to be awarded to the Landlord will not be reduced
by the amount of compensation to be awarded fo the Tenant on account of the value of the
Tenant’s estate under this Lease.

114, Temporary Taking.

11.4.1. In General. If there shall occur a Taking for temporary use of all ot part of
the Tenant Areas, the Tenant shall be entitled, except as hereinafter set forth, to receive the
portion of the award for the Taking that represents compensation for the use and occupancy of
the Tenant Areas, for the taking of the Tenant’s Property, for any Alferations made to the Tenant
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Areas after the Lease Commencement Date at the Tenant’s expense, for moving expenses, and
for the cost of restoration of the Demised Premises. Subject to the provisions of Section 11.4.2,
the Tenant’s rights and obligations under this Lease shall be unaffected by the Taking for
temporary use and the Tenant shall continue to be respansible for the performance of all of its
obligations hereunder except insofar as the performance is rendered impractical by the Taking.
If the period of temporary use or occupancy shall extend beyond the expiration date of the Term,
the portion of the award that represents compensation for the use or occupancy of the Tenant
Axeas shall be apportioned between the Landlord and the Tenant so that the Tenant shall receive
so much thereof as relates to the period before the expiration date and the Landlord shall receive
5o much thereof as relates to the period after the expiration date. All payments to which the
Tenant may be entitled as part of an award for temporary use or ocoupancy for a period beyond
the date to which Base Rent and additional rent bereunder have been paid by the Tenant shall be
payable to the Landlord, to be held by it ag a trust fund for payment of Base Rent and additional
rent falling due hereunder and shall be applied by the Landlord to the Base Rent and additional
rent as the Base Rent and additional rent fall due. The Tenant shall not be entitied to any
abatement of Base Rent or additional rent during any Taking for temporary use or occupancy.

11.4.2. Extensive Temporary Taking, If there shall occur a Taking for temporary
use of (i) any substantial part of the Tenant Areas at any time during the last six months of the
Term, (ii) substantially all of the Tenant Areas during the last 18 months of the term, or (iii) any
Critical Portion of the Tenant Areas for a period reasonably estimated to exceed one year at any
time during the Term, the Tenant may terminate this Lease by giving the Landlord at least 30
days’ prior notice to that effect within 60 days after the Taking Date, and this Lease shall then
terminate on the date specified in the notice, :

11.5. Restoration. In the event of any Taking of any portion of the Terminal that does
not result in a termination of this Lease, the Tenant will repair, alter and restore the remaining
part of the Demised Premises, at the Tenant’s expense, promptly and expeditiously and with
reasonable continuity, so as to constitute (to the maximum exient feasible) a complete and
tenantable Demised Premises that shall be substantially comparable in quality and service to the
Demised Premises, as they existed immediately before the Taking; provided, however, that if
such Taking is caused by the Landlord, such repairs, alteration and restoration shall be made at
the Landlord’s expense. All repairs, alterations or restoration shall otherwise be performed in
substantially the same manner and subject to the same conditions as provided in Seetion 10,1
relating to damage or destruction.

11.6. Effect of Termination. In the event of the termination of this Lease under the
provisions of Sections 11.1, 11.2, or 11.4.2, this Lease shall expire (subject to the provisions of
Section 28.17) as fully on the date specified herein for termination, or fixed in the applicable
notice of termination, as if that were the date originally fixed for the expiration of the Term, and
the Tenant will vacate the Tenant Areas and surrender them to the Landlord on the date of
termination. Base Rent and additional rent shall be apportioned and paid by the Tenant up to and
including the date of termination.
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12, Assienment. Subletfing.

12.1. Landloxd’s Consent Required. Subject to the provisions of Section [2.2, the
Tenant will not assign, mortgage or encumber this Lease without the prior written consent of the
Board, nor sublet, license, nor sublicense the Tenant Aveas or any part thereof, without the prior
consent of the Executive Director, and any such assignment, mortgage, encumbrance, license,
subletting, or sublicensing made without the consent of the Board or the Executive Director, as
applicable, shall be void. The Landlord may withhold its-consent fo any assigmment, mortgage
or encumbrance of this Lease, or any subletting, license, or sublicense of the Tenant Areas or any
part thereof in the exercise of the Landiord’s reasonable discretion; provided, however, the
Executive Director may withhold its consent fo any sublefting, license, or sublicense of the
premises where the Baggage Handling Systems is located, in the exercise of the Executive
Director’s sole discretion. = The consent by the Landlord to any assignment, mortgage,
encumbrance, license, subletting, or sublicensing shall not relieve the Tenant from obtaining the
consent of the Landlord to any other or further assignment, mortgage, encumbrance, license,
subletting, or sublicensing not expressly permitted by this Section 12. Any Person accepting an
assignment of this Lease shall be deemed to have assumed all of the obligations of the Tenant
hereunder. Any license or sublicense of the Tenant Areas or any portion thereof shall be deemed
a subletting for all purposes of this Section 12. For the purposes of this Section 12, any merger
or consolidation of the Tenant (in which the Tenant is nof the surviving party), any sale of
substantially all of the assets of the Tenant, any other circumstance that results in an assignment
of this Lease by operation of law, and the transfer (as part of a single plan of transfer) of 50% or
more of the voting securities of the Tenant shall be deemed an assignment of this Lease subject
to the provisions of this Section 12.

12.2. Subleftings and Assignments.

12.2.1. Subletlings. If the Tenant wishes to sublet any portion of the Demised
Premises, the Tenant will notify the Landlord of the Tenant’s intention to sublet, including (1) a
description of the portion of the Demised Premises that the Tenant intends to sublet (the
“Proposed Sublease Space™), and (ii) the date on which the Proposed Sublease Space will
become available, which date shall be no later than six months following the delivery of the
notice: The Landlord may, within 30 days after delivery of the Tenant’s notice, elect by nofice to
the Tenant fo recapture or not to recapture the Proposed Sublease Space in accordance with the
provisions of Section 12.2.2. If the Landlord fails to timely make either election, the Landiord
will be deemed to have made an election not to recapture the Proposed Sublease Space, with the
same effect as if that election had been made. Before subletting the Demised Premises or any
portion thereof, the Tenant will submit to the Landlord a request for the Landlord’s consent to
the subletting, which request shall contain or be accompanied by the following information:
(i) the name and address of the proposed subtenant, (ii) the basic economic terms and conditions
of the proposed subletting, (iii) the nature and character of the business of the proposed subtenant
and of its proposed use of the Demised Premises, and {iv) current financial information as to the
proposed subtenant. Within 30 days following the Landlord’s receipt of the request for consent
to the proposed subletting (and of the Landlord’s receipt of such further financial and other
information regarding the proposed subtenant as the Landlord may reasonably request), the .
Landlord will advise the Tenant whether the Landlord consents to the proposed subtenant. If the
Landlord approves the proposed subtenant, the Landlord shall have the further right to approve
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the form of sublease, which approval shall not be unreasonably withheld. Within 30 days
following the Tenant’s request for the Landlord’s consent to the form of the sublease (which
request shall include an original or copy of the fully executed sublease), the Landlord will advise
the Tenant as to whether the Landlord consents to the form.

12.2.2. Recapture _of Sublet Space. If the Landlord elects to recapture the
Proposed Sublease Space in accordance with the provisions of Section 12.2.1, the Tenant may,
within thirty (30) days of delivery of the Landlord’s notice and no less than thirty (30) days prior
to the date specified in the Tenant’s notice referred fo in the first sentence of Section 12.2.1, elect
by notice to the Landlord to withdraw ifs notice of intent to sublet, and the Proposed Sublease
Space will remain in the Demised Premises. If the Tenant does not elect to withdraw the notice
of intent to sublease, (i) the Tenant will surrender the Proposed Sublease Space on the date
specified in the Tenant’s notice referred to in the first sentence of Section 12.2.1, in the condition
required by the provisions of this Lease, (ii) the Proposed Sublease Space shall be eliminated
from the Demised Premises, (iii) the Tenant’s Use Share and the Tenant’s Special Use Share
shall be recalculated after subtracting the Rentable Area of the Proposed Sublease Space from
the then Rentable Area of the Demised Premises immediately before the recapture, (iv) the Base
Rent shall be recalculated after subtracting the Rentable Area of the Proposed Sublease Space
from the then Rentable Area of the Demised Premises immediately before the recapture, (v) any
other additional rent payable for any period from and after the date of the recapture shall be
appropriaiely adjusted, (vi) any necessary proration of Base Rent, Terminal Expenses Additional
Rent, Airport Infrastructure Additional Rent, and all other additional rent will be made as if, for
the Proposed Sublease Space, the date of the recapture were the last day of the Term, and
(vii) the Tenant will reimburse the Landlord, promptly upon request, for the Landlord’s
reasonable costs of separately demising the Proposed Sublease Space, in a manner mutually
acceptable to the Landlord and the Tenant, and (viil) the Tenant shall be released from all
liability or obligations hereunder relating to the Proposed Sublease Space except such liabilities
or obligations that occurred during the Tepant’s occupancy and which expressly survive
termination of this Lease. If the Proposed Sublease Space is all of the Demised Premises (or so
much of the Proposed Sublease Space that, in the Landlord’s reasonable opinion, no other
potential Airline User could make use of the Sublease Space for the purpose of conducting
passenger flight operations from the Terminal), and if the Landlord elects fo recapture the
Proposed Sublease Space in accordance with the provisions of this Section 12.2.2, (i) the Tenant
will surrender the Tenant Areas on the date specified in the notice referred to in the first sentence
of Section 12.2.1, in the condition required by the provisions of this Lease, (ii) the Base Rent and
all additional rent will be prorated as of the date of the recapture, and (iif) this Lease will
terminate {subject to the provisions of Section 28.17) as of the date of the recapture.

12.2.3. Assignments. If the Tenant wishes to assign this Lease, the Tenant will
notify the Landlord of its intention to assign and the date on which the Demised Premises will
become available, which date shall be no later than twelve months following the delivery of the
notice. The Landlord may, within 30 days after the delivery of the Tenant’s notice, elect by
notice to the Tenant to recapture the Demised Premises in accordance with the provisions of this
Sectiop 12.2.3. If the Landlord fails timely to make either election, the Landlord will be deemed
to have made an election not to recapture the Demised Premises, with the same effect as if that
election had been made. If the Landlord elects to recapture the Demised Premises, in accordance
with the provisions of this Section [2.2.3, (i} the Tenant will surrender the Tenant Areas on the
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date specified in the notice referred o in the first sentence of this Section 12.2.3, in the condition
required by the provisions of this Lease, (ii) the Base Rent and all additional rent will be prorated
as of the date of the recaptore, and (iif} this Lease will terminate (subject fo the provisions of
Section 28.17) as of the date of the recapture. Before assigning this Lease, the Tenant will
submit to the Landlord a request for the Landlord’s consent to the assignment, which request
shall contain or be accompanied by the following information: (i) the name and address of the
proposed assignee, (i) the basic economic terms and conditions of the proposed assignment,
(1ii) the nature and character of the business of the proposed assignee and of its proposed use of
the Demised Premises, and (Iv) current financial information as to the proposed assignee. Within
30 days following the Tenant’s request for the Landlord’s consent to an assignment, the
Landiord will advise the Tenant as to whether the Landlord consents to the assignment.

12.3. Temms of all Subletlings, etc. Every subletfing by the Tenant is subject to the
express condition, and by accepting a sublease hereunder ecach subtenant shall be conclusively
deemed to have agreed, that the sublease is subject to all of the provisions of this Lease, and that
if this Lease should be terminated before its expiration date or if the Landlord shall succeed to
the Tenant’s estate in the Demised Premises, then, at the Landlord’s election (i) the subtenant
shall attorn to and recognize the Landlord as the subtenant’s landlord under the sublease and the
subtenant will promptly execuie and deliver any instrument the Landlord may reasonably request
to evidence the atiornment, or (ii) the Landlord may terminate the sublease in the exercise of the
Landlord’s discretion. The Tenant shall remain fully liable for the performance of all of the
Tenant’s obligations hereunder notwithstanding any assignment of this Lease or subletting of any
portion of the Demised Premises and, without limiting the generality of the foregoing, shall
remain fully responsible and liable to the Landlord for all acts and omissions in violation of any
of the provisions of this Lease of any subtenant or anyone claiming by, through or under any
subtenant. Each sublease of all or a portion of the Demised Premises shall expressty prohibit the
subtenant thereunder from further subletting any portion of the subleased premises without the -
consent of the Landlord and the Tenant. In the case of any sublease entered into by the Tenant
under Section 12.2.1, the sublease shall not be effective until the Tenant and the proposed
subtenant shali have executed and delivered to the Landlord the Landlord’s customary form of
consent to subletting. In no event will the Tenant knowingly enter into a sublease or an
assignment with any Person entitled to claim sovereign immunity. No assignment of this Lease
shall be binding upon the Landlord vnless (i) the assignment is approved by the Landlord, and
(il) the assignee shall execute and deliver to the Landlord an instrument, recordable in form,
under which the assignee agrees unconditionally to be personally bound by and to perform all of
the obligations of the Tenant hereunder. A failure or refnsal of the assignee to execute or deliver
such an instrument shall not release the assipnee from its lability for the obligations of the
Tenant assumed by the acceptance of the assignment of this Lease.

12.4. Rights of Affiliates. During such period of time that a company is an Affiliate of
the Tenant and the Tenant remains a signatory of this Lease, such Affiliate (i) shall have the
rights afforded the Tenant hereunder without the payment of any additional fees, charges or
premiums due pursuant to this Lease, (1i) shall be charged at the same fees, rates and charges as
the Tenant pursuant to this Lease and (iii) be considered as one party with the Tenant, for
purposes of calculating any joint use or shared space charges and for any reconciliation process
related to fees and charges.

Alaska Alrlines Lease 41
Termainal 6
#276102 v6



13, Pipes, Ducts and Conduits; Access to Tenant Areas, efc.

13.1. Pipes, Ducts and Conduits, The Landlord may, without any compensation to the
Tenant, erect, use and maintain pipes, ducts and conduits in and through the Tenant Arsas,
provided that they are installed by such methods and at such locations as will not materially
interfere with the Tenant’s use of the Tenant Areas.

13.2. Landloxd’s Access to Tenant Areas. The Landlord, its officers, employees, agents
and contractors may, upon written notice to the Tenant and, if the Tenant so desires, in the
presence of the Tenant’s representative, enter the Tenant Areas at reasonable times for the
purpose of (i) inspecting the Tenant Areas and making such repairs, restorations or alierations as
the Landlord shall be required or shall have the right to make in accordance with the provisions
of this Lease, (ii) inspecting the Demised Premises or exhibiting them to prospective tenants, or
(iil) doing any other act or thing that the Landlord may be obligated or have the right to do in
accordance with the provisions of this Lease. Such inspections and exhibitions shall be
conducted in such a manner as to cause no unreasonable or unnecessary disruption to the Tenant
or the conduct of its business.

13.3. Emergency Access to Demised Premises. If no authorized representative of the
Tenant shall be personally present fo permit an entry info the Demised Premises at any time
when such an entry shall be urgently necessary by reason of fire or other emergency, the
Landlord may forcibly enter the Demised Premises without rendering the Landlord liable
therefor, if, to the extent possible and during and following the entry, the Landlord will accord
due care to the Demised Premises and the Tenant’s property under the emergency circumstances.
The Landlord will notify the Tenant of any emergency entry as soon thereafter as practicable.

134, Changes to Common Areas. The Landlord reserves the right to change the
arrangement, design, number and location of entrances, passageways, doors, doorways,
corridors, elevators, stairways, restrooms, roads, sidewalks, landscaping and other parts of the
Terminal Common Areas, the Airline Joint Use Areas, the International Joint Use Areas, Vertical
Areas, and other areas of the Terminal and the Airport (but not any part of the Demised
Premises, as to which the Landlord will not make any changes except as may be required in
conpnection with the Landlord’s performance of its obligations hereunder or the exercise of the
Landlord’s rights specifically elsewhere set forth in this Lease), provided that the Landlord will
not exercise its rights under this Section 13.4 so as {o affect the entrances, passageways, doors,
doorways, lobby and other hallways, corridors and stairways providing access to the Demised
Premises if access to the Demised Premises, or the use or enjoyment thereof, would be
unreasonably interfered with or impaired.

13.5. Tenant’s Access to Tenant Areas. During the Temm, if no Event of Default shall
have occurred and be continuing, the Tenant and its agenis, employees, contractors, customers
and invitees shall have ground ingress o and egress from the Tenant Areas, subject to such
reasonable airfield access control and permifting requirements as may from time fo time be
established by the Landlord and to temporary blockage or redirection due to construction work or
the requirements of airport operations.
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14, Events of Default, Remedies, atc.

i4,1. Events of Default. If any one or more of the following events shall occur {each
being referred to as an “Event of Default”):

(@)  if the Tenant shali fail to pay any installment of Base Rent or any
amount of additional rent on the date the same becomes due and payable and the
failure shall continue for more than three days after the Tenant receives written
notice from the Landlord of the failure (which notice and three-day period shall
be in liew of, and not in addition to, the notice requirements of Section 1161 of the
California Code of Civil Procedure or any successor or similar provision of law,
now or hereafter in effect);

(b)  if the Tenant shall fail to perform or comply with the provisions of
Section 5.1, and the failure shall continue for more than the number of days
specified for the cure theresof in any written notice from the Landlord to the
Tenant of the failure, provided that in the case of any such failure that is
susceptible of cure but that cannot with diligence be cured within the period of
time specified by the Landlord in its notice, if the Tenant shall promptly have
commenced to cure the failure and shall thereafter prosecute the cure of the
failure in good faith and with diligence, the period within which the failure may
be cured may be extended by the Landlord, in the exercise of its discretion, for
such period of time as shall be reasonably necessary for the cure of the failure
with diligence;

(c) if any insurance required to be maintained by the Tenant under the
terms of Section 9 shali be cancelled or terminated or shall expire (and if
replacement insurance complying with the terms of Section 9 shall not have been
effected prior to the cancellation, termination or expiration), or shall be amended
or modified, except, in each case, as permitted by the terms of Section 9;

(dy  if the Tenant shall enter into any assignment of this Lease or any
sublease without the consent of the Landlord under the terms of Section 12;

(& if the Tenant shall fail to comply with any provision of Section 13,
and the failure shall continwe for more than 30 days after the Tenant receives
written notice from the Landlord of the failure {(which notice and 30-day period
shall be in lieu of, and not in addition to, the notice requirements of Section 1161
of the California Code of Civil Procedure or any suecessor or similar provision of
law, now or hereafter in effect);

) if the Tenant shall fail to perform or comply with any term of this
Lease (other than those referred to in clauses (&) through (e) of this sentence) and
the failure shall continue for more than 30 days after the Tenant receives written
notice from the Landlord of the failure (which notice and 30-day period shall be
in lieu of, and not in addition fo, the notice requirements of Section 1161 of the

Alaska Adrlines Lease 43
Termninal 6
#276102 vé



California Code of Civil Procedure or any successor or similar provision of law,
now or hereafter in effect);

() if the Tenant shall (i) file, or consent by answer or otherwise to the
fiting against it of, a petition for relief or reorganization or arrangement or any
other petition in bankruptcy, for liguidation or to take advantage of any
bankruptcy or insolvency law of any jurisdiction, (ii) make an assignment for the
benefit of its creditors, or admits in writing its inability to pay its debts when due,
(ifi) consent to the appointment of a custodian, receiver, trustee or other officer
with similar powers of itself or of any material part of its properties, (iv) be
adjudicated insolvent or be liquidated, or (v) take corporate action for the purpose
of any of the foregoing;

(hy  if a court or governmental authority of competent jurisdiction shall
enter an order appointing, without consent by the Tenant, a custodian, receiver,
trustee or other officer with similar powers with respect to the Tenant or with
respect to any material part of its property, or if an order for relief shall be entered
in any case or proceeding for liquidation or reorganization or otherwise to fake
advantage of any bankruptcy or insolvency law of any jurisdiction, or ordering the
dissolution, winding-up or liquidation of the Tenant, or if any petition for any
such relief shall be filed against the Tenant and the petition shall not be dismissed
within 30 days;

(1) if the Tenant shall vacate the Tenant Areas without a demonstrable
intention to return, whether or not the Tenant continues to pay Base Rent and
additional rent in a timely manner;

G) if the Tenant shall be in default beyond the expiration of any
applicable notice and cure periods under any other lease, license, permit or
contract to which the Landlord shall be a party;

(k)  if the Tenant shall fail to pay when due any amount due under the
Landing Fee; or :

O if the Tenant shall fail to remit when due to the Landlord any
Passenger Facility Charges;

then and in any such event the Landlord may at any time thereafter, during the continuance of the
Event of Default, give a written termination notice to the Tenant specifying a date (not fewer
than 30 days from the date the notice is given) on which this Lease shall terminate, and on that
date, subject to the provisions of Section 28.17, the Term shall terminate by limitation and all
rights of the Tenant under this Lease shall cease. The Tenant will pay, as additional rent, all
reasonable costs and expenses incwrred by or on behalf of the Landlord {(including, without
limitation, reasonable attorneys’ fees and expenses) occasioned by any default by the Tenant
under this Lease.
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14.2. Repossession, etc. If an Event of Default shall have occurred and be continuing,
the Landlord, whether or not the Term of this Lease shall have been terminated under
Section 14.1, may enter upon and repossess the Demised Premises or any part thereof by
summary proceedings, legal process or otherwise in accordance with applicable law, and may
remove the Tenant and all other persons and any and all property from the Tenant Areas. At the
expense of the Tenant, the Landlord may store any property so removed from the Tenant Areas.
The Landlord shall be under no hiability for or by reason of the entry, repossession or removal.
No re-eniry or repossession of the Demtised Premises or any part thereof by the Landlord shall be
construed as an election by the Landlord io terminate this Lease unless notice of the termination
be given to the Tenant under Section 14.1.

14.3. Damages.

14.3.1. Monthly Installments. In the event of a termination of this Lease pursuant
to Section 14.1, the Tenant will pay to the Landlord as damages, sums equal to the aggregate
Base Rent and additional rent that would have been payable by the Tenant bad this Lease not
terminated, payable upon the due dates therefor specified herein until the last day of the Term
(had this Lease not been terminated). Suit or suits for the recovery of any damages payable
hereunder by the Tenant, or any installments thereof, may be brought by the Landlord from time
to time at its election, and the Landlord need not postpone suit until the date when the Term
would have expired but for the termination.

14.3.2, Final Damages. In the event of a termination of this Lease pursuant to
Section 14.1, the Tenant will pay to the Landlord, without duplication, whether or not the
Landiord shall have collected any monthly instaliment described in Section 14.3.1, as and for
final damages, an amount equal to the sum of the following:

(a) the value at the fime of the award of any unpaid Base Rent,
Terminal Expenses Additional Rent, Airport Infrastructure Additional Rent, and
all other additional rent due as of the date of the termination of this Lease;

(b)  the value at the time of the award of the amount by which (i) the
unpaid Base Rent, Terminal Expenses Additional Rent, Airport Infrastructure
Additional Rent, and all other additional rent that would have been payable after
the date of the termination of this Lease until the time of the award, exceeds (ii)
the amount of rental loss, if any, that the Tenant shall have affirmatively proven
could have been reasonably avoided;

() the value at the time of the award of the amount by which (i) the
unpaid Base Rent, Terminal Expenses Additional Rent, Airport Infrastructure
Additional Rent, and all other additional rent that would have been payable after
the date of the award, exceeds (ii) the amount of rental loss, if any, that the Tenant
shall have affirmatively proven could have been reasonably avoided;

(&) any other amount necessary to compensate the Landlord for all
detriment caused by (and that would be reasonably likely in the future to result
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from) the Tenant’s failure to perform the Tenant’s obligations under this Lease;
and

(e) all other amounts in addition to or in lieu of those set out in clauses
(a) through (d) of this senfence as may from time to time be permitted by
applicable California law.

As used in clauses {(a) and (b) of the immediately preceding sentence, the “value at the time of
the award” is computed by allowing interest at the annual rate of ten percent; as used in -
clause (¢} of the immediately preceding senmtence, the “value af the time of the award” is
computed by discounting that amount at the discount rate of the Federal Reserve Bank of San
Francisco at the time of the award, expressed as an annual rate of interest, plus one percent; as
used in clauses (), (b) and (¢) of the immediately preceding sentence, the “value at the time of
the award” is computed to the extent necessary on the basis of reasonable estimates of all of the
factors unknown at the time of computation and necessary for the computation. If, before
presentation of proof of final damages to any court, commission or tribunal, the Demised
Premises, or any part thereof, shall have been relet by the Landlord for the period that otherwise
would have constituted the unexpired portion of the Term, or any part thereof, the amount of rent
reserved upon the reletting shall be deemed, prima facie, to be the fair and reasonable rental
value for the part or the whole of the Demised Premises so relet during the term of the reletting,

14.4. Security. Following the occurrence and during the continuance of an Event of
Default, the Landiord may apply the amount held by it under the Performance Guaranty toward
any obligation of the Tenant under this Lease. The Tenant hereby waives the provisions of
Section 1950.7 of the California Civil Code and all other provisions of any successor or similar
provision of law, now or hereafter in effect, that provide that a landlord may claim from a
security deposit only those sums reasonably necessary to remedy defaults in the payment of rent,
o repair damage caused by the tenant or to clean the demised premises, the Tenant having
agreed in this Lease that the Landlord may, in addition, claim those sums specified in this
Section 14. Neither the Performance Guaranty nor any other security or guaranty for the
performance of the Tenant’s obligations that the Landlord may now or hereafter hold shall
constitute a bar or defense to any action initiated by the Landlord for unlawful detainer or for the
recovery of the Demised Premises, for the enforcement of any obligation of the Tenant, or for the
recovery of damages suffered by the Landlord as a result of any Event of Default.

14.5. Reletting. In case of any termination of this Lease under Section 14.1 or any
repossession of the Demised Premises under Section 14.2, the Landlord may relet the Demised
Premises on such terms as the Landlord in ifs discretion may deem advisable, If the Landlord
relets all or any part of the Demised Premises for all or any part of the period commencing on the
day following the date of the fermination or repossession and ending on the last day of the Term
(had this Lease not been terminated), the Landlord will credit the Tenant with the net rents
(including any other sums) received by the Landlord from the reletting, the net rents to be
determined by first deducting from the gross rents as and when received by the Landlord from
the reletting the expenses incurred or paid by the Landlord in terminating this Lease and re-
entering the Demised Premises and securing possession thereof, as well as the reasonable
expenses of reletting, including altering and preparing the Demised Premises for new tenants,
brokers® commissions, and all other expenses properly chargeable against the Tenant Areas and
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the rental therefrom in connection with the reletting, it being understood that any reletting may
be for a period equal to or shorter or longer than the balance of the Term, provided that (i) in no
event shall the Tenant be entitled to receive any excess of the net rents over the sums payable by
the Tenant to the Landlord hereunder, {(ii) in no event shall the Tenant be entitied, in any suit for
the collection of damages under this Section 14.5, to a credit in respect of any net rents from a
reletting except to the extent that the net rents are actually received by the Landlord, and (iif) if
the Demised Premises or any part thereof should be relet in combination with other space, then
proper apportionment on the basis of rentable area shall be made of the rent received from the
reletting and of the expenses of reletting. The inability of the Landlord to relet the Demised
Premises or any part thereof shall not release or affect the Tenant’s Hability for damages for any
breach of the provisions of this Lease.

14.6. Other Remedies. Upon the occurrence of an Event of Default by the Tenant of
any of the provisions of this Lease, the Landlord shall have the right of injunction and the right
to invoke any remedy permitted at law or in equity in addition to any other remedies specifically
mentioned in this Lease. The remedies specified herein are cumulative, and the exercise of one
remedy shall not preclude the exercise of any other remedy available to the Landlord herein. No
exercise by the Landlord of any remedy specifically mentioned in this Lease or otherwise
permitted by law shall be construed, alone or in combination, as the exercise by the Landlord of
its right fo terminate this Lease unless the Landlord has in fact given written notice of the
termination of this Lease. Notwithstanding the exercise of any other remedy, the Landlord may
at any later time exercise its right to terminate this Lease, :

14.7. Tenant’s Waiver of Statutory Riphts. The Tenant hereby expressly waives any
and all rights, so far as is permitted by law, that the Tenant might otherwise have to (2) redeem
the Demised Premises or any interest therein, (b) obtain possession of the Demised Premises, or
(¢) reinstate this Lease, after any repossession of the Demised Premises by the Landlord or after
any termination of this Lease, whether the repossession or termination shall be by operation of
law or under the provisions of Section 14.1 or 14.2.

14.8. Landlord’s Right to Perform Tenant’s Covenants. If the Tenant shall default in
the observance or performance of any term or covenant on the Tenant’s part to be observed or
performed under the terms of this Lease, the Landlord may, upon written notice to the Tenant,
without being under any obligation o do so, and without waiving the default, remedy the default
for the account of the Tenant, immediately and without notice in case of emergency, and in any
other case if the Tenant shall fail to remedy the default with all reasonable dispatch after the
Landlord shall have notified the Tenant of the default and the applicable grace period for curing
the default shall have expired. [f the Landlord makes any expenditures or incurs any obligations
for the payment of money in connection with the remedy of any such default, the actual sums
paid and obligations incurred (together with a reasonable allowance for related administrative
costs and overhead) shall be deemed to be additional rent hereunder and shall be reimbursed by
the Tenant to the Landlord promptly after submission of a statement to the Tenant therefor,
together with interest at the Stipulated Rate from the date of payment by the Landlord 1o the date
of reimbursement. The reasonable allowance for administrative costs and overhead referred to in
the immediately preceding sentence shall include the reasonable value of the efforts of the City
Attorney in connection with the remedy of the default. In the case of the Landlord’s remedy of
any default by the Tenant of the Tenant’s obligations under Section 5.1, or any other default
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requiring the performance of work at the Tenant Areas, the reasonable allowance for
administrative costs and overhead shall also include a surcharge of 20 percent of the Landlord’s
out-of-pocket costs.

15, Performance Guarlanty.

15.1. Initial Performance Guaranty. Prior fo the Rent Commencement Date, the Tenant
shall have delivered a security deposit (the “Perfornmance Guaranty™) to the Landiord at the
following address:

Revenue Accounting
Department of Airports

P.O. Box 92214

Los Angeles, California 90009

The initial amount of the Performance Guaranty shall be the amount reflected on the Basic
Information Schedule as the “Performance Guaranty Amount”, which is three times the sum of
the amount of the initial estimated monthly installments of Base Rent, Terminal Expenses
Additional Rent, Airport Infrastructure Additional Rent, and all other additional rent, The
Performance Guaranty may only be in the form of a cashier’s check or in the form of an
irrevocable bank letter of credit (and if the Performance Guaranty is for an amount equal to or
greater than $5,000.00, the Performance Guaranty must be in the form of an irrevocable bank
letter of credit), in either case issued by a bank satisfactory fo the Landlord. Any irrevocable
bank letter of credit shall be self-renewing annually (but subject to termination as of any renewal
date upon not less than 60 days’ prior notice {o the Landlord, in accordance with Section 19} and
shall otherwise be in such form as may be approved by the City Attorney. The Performance
Guaranty shall not be in lieu of any other guaranty required by the Landlord in connection with
this Lease, nor shall any other guaranty in faver of the Landlord relating to any obligation of the
Tenant, whether in connection with this Lease or otherwise, stand wholly or partly in leu of the
Performance Guaranty,

15.2. Increases to Performance Guaranty. Whenever under the terms of this Lease the
monthly amounts payable by the Tenant on account of Base Rent, Terminal Expenses Additional
Rent, Airport Infrastructure Additional Rent, and all other additional rent increase, such that the
amount of the apgregate cumulative increase shall exceed ten percent of the amount of the
existing Performance Guaranty, the Tenant will, within 30 days of the delivery by the Landlord
of a notice requiring that the Performance Guaranty be increased, deliver a new Performance
Guaranty to the Landlord at the address specified in Section 15.1 (or such other address as the
Landlord may from time to time specify for the purpose of this Section 15.2) in the amount of
three times the sum of the amount of the then current monthly instaliments of Base Rent,
Terminal Expenses Additional Rent, Airport Infrastructure Additional Rent, and all other
additional rent. Upon the application by the Landlord of any portion of the Performance
Guaranty under the terms of Section 14.4, the Tenant will immediately deliver a new
Performance Guaranty to the Landlord in the amount of the Performance Guaranty immediately
before the application.
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15.3. Purpose; Return. The Performance Guaranty shall be held by the Landlord as
security for the faithful performance by the Tenant of all of the terms, provisions, and covenants
to be performed by the Tenant under this Lease, including the payment of Base Rent, Terminal
Expenses Additional Rent, Airport Infrastructure Additional Rent, and all other additional rent.
Upon the expiration or earlier termination of the Term, and if the Tenant has satisfied all of its
obligations to the Landlord under this Lease, the Landlord will return the Performance Guaranty
to the Tenant. Without limiting the generality of the first senience of this Section 15.3, the
Performance Guaranty is intended as security for the final damages under this Lease described in
Section 14.3.2, as well as for the monthly installments of damages described in Section 14.3.1.
To the extent necessary to permit the Landlord to retain the Performance Guaranty until any final
damages have been determined, the Tenant waives the application of Section 1950.7 of the
California Civil Code.

15.4. Replacement Security Deposit Methodology. Notwithstanding this Section 15, if
the Landlord adopts and implements an airline-funded bad debt reserve or similar methodology
to replace the current performance guaranty requirements for airlines under the Tariff or terminal
leases at the Airport, the Landlord and the Tenant agree that uvpon mutual agreement, such
replacement security deposit methodology shall replace the Performance (uaranty requirement
under this Section 15 without the prior approval or later ratification by the Board or the City
Council,

15.5. Policy Change. The Board reserves the right, power and duty to revise and
readjust the Performance Guaranty policy and amount at any fime thronghout the Term. Upon
the adoption of a revised Performance Guaranty Policy by the Board, such policy shall be
applicable to the Tenant.

16. Space Utilization.

16.1. Policy, Because the Airport is a public facility essential to regional and national
transport and economy, as a matter of public policy the Landlord requires that space at the
facilities of the Airport be fully utilized.

16.2.  Cancellation upon Cessation of Service. If the Tenant shall for any reason cease
to operate regularly scheduled or actual flight services at the Airport other than for reasons due to
acts, events or conditions beyond the Tenant’s control such as acts of God, weather conditions,
work stoppages and other labor actions, riots, rebellion, sabotage, acts of a public enemy, war,
terrorism, and inswrection, the Landlord may, on at least 30 days’ prior notice to the Tenant,
cancel this Lease. In the event of such a cancellation of this Lease, (i) the Tenant shall surrender
the Demised Premises on the date specified in the Landlord’s notice, in the condition required by
the provisions of this Lease, (i) the Base Rent and all additional rent shall be prorated as of the
date of the cancellation, and (iii) this Lease shall terminate (subject fo the provisions of
Section 28.17) as of the date specified in the Landlord’s notice.

16.3. Tenant’s Preferential-Use Gates,

16.3.1. As of the Rent Commencement Date, Gate Nos. 64, G65, G66, G6TA,
(G678 and G69A in the Terminal are initially designated as preferential-use (such Gates,
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the “Tenant’s Preferential-Use Gates™). “Gate” is defined as the gate position and the
adjacent aircraft loading area.

16.3.2. The Tenant’s scheduled access to the Tenant’s Preferential-Use Gates and
common-use Gates, if any, in the Terminal may be limited to certain periods of time
based on scheduling protocols, for preferential and common-use Gates, respectively,
issued by the Executive Director from time to time in accordance with this Lease.

16.4. Landlord’s Preferential-Gate Scheduling Rights. Except as provided in Section
16.4.2 below, the T6 Scheduling Protocols are applicable to preferential-use Gates in the
Terminals only during Non-Active Periods, For purposes of the T6 Scheduling Protocols, the
Non-Active Periods shall be based on the airlines’ published schedules. For purposes of
determining the Non-Active Periods, the Tenant shall provide the Landlord with 30 days’
advance written notice of such schedule change. “Non-Active Periods” shall mean the periods of
time when the Gate is not in use for Active Loading and Active Unloading aircraft operations. In
addition to any other requirement arising from the Té Scheduling Protocols, the Landlord shall
have the right at any time to schedule aircraft operations of other airlines on the Tenant’s
Preferential-Use Gates if such scheduling will not interfere with the periods of Active Loading
and Active Unloading operations of the Tenant, or its Landlord-approved subtenant(s). “Active
Loading” shall mean that period of time that commences (a) 30 minutes prior to the scheduled
departure time, for an aircraft with less than 100 seats, (b) 45 minutes prior to the scheduled
departure time, for an aircraft with a number of seats between 100 and 175, or (¢) 60 minutes
prior 1o the scheduled departure time, for an aircraft with more than 175 seats, and that expires
15 minutes after the scheduled departure time of the aircraft, or as such definition may be
amended from time to time by the Executive Director in his or her sole discretion. *“Active
" Unloading™ shall mean that period of time that commences 15 minutes prior to the scheduled
arrival time of an aircraft and expires (g) 30 minutes after the scheduled arrival time, for an
aircraft with less than 100 seats, (b) 45 minutes after the scheduled arrival time, for an aircraft
with a number of seats between 100 and 175, or {c) 60 minutes after the scheduled arrival time,
for an aircraft with more than 175 seats, or as such definition may be amended from time to time
by the Executive Director in his or her sole discretion. Active Periods” shall mean the periods of
time when the Gate is in use for Active Loading and Active Unloading aircraft operations,

16.4.1. In scheduling and specifically assigning the Tenant’s aircraft to each of
the Tenant’s Preferential-Use Gates, the Tenant shall use its reasonable best efforts, in
good faith, io (i) assign domestic operations to the Tenant’s Preferential-Use Gates that
are not configured to accommodate international arriving passengers, and (ii) assign
exclusively only Large Aircraft operations io the Tenant’s Preferential-Use Gates
configured to accommodate Large Aircraft; provided, however, that clause (ii) shall not
be applicable when the Tenant’s Preferential-Use Gates for non-Large Aircraft are fully
occupied due to the Active Loading and Active Unloading of aircrafi on such Gates,
“Large Aircraft” means an aircraft with size dimensions that limit where such aircraft
may taxi, park, load or unload.

16.4.2. In addition to the obligations of Section 16,4.1 during Active Periods in -
order to further the Landlord’s interest in maximizing the efficient utilization of Gates,
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particularly with regard to scheduling other non-Tenant aircraft on Tenant’s Preferential
Use Gates, the T6 Scheduling Protocols may require that the Tenant schedule its non-
Large Aircrafl on replacement Gates in Terminal 6 when the Landlord seeks to schedule
Large Aircraft on the Tenant’s Preferential-Use Gates configured for Large Aircrafi.

16.5. Landlord’s Accommodation Rights.

16.5.1. The Tenant acknowledges that the Landlord has an obligation under
Federal law to provide Alrport access to all qualified airlines on reasonable terms and
without unjust discrimination. As such, the Tenant agrees that itg first priority scheduling
and preference on the Tenant’s Preferential-Use Gates includes an associated obligation
to make best efforts, to assist the Landlord in accommodating, at the Tenant’s
Preferential-Use Boarding Facilities, airlines seeking to initiate air service at the Airport
as well as airlines seeking to expand their present air service at the Airport which air
service may include, but not be limited to, air service that enhances competition on routes
served by the Tenant. and/or other airlines operating at the Airport, whether such air
service is provided by current or future airlines operating at the Alrport; provided,
however, that such obligation shall not include or require the Tenant to adjust its
published schedule or aircraft type. “Preferential-Use Boarding Facilities” shall mean a
Gate designated as preferential-use, and associated facilities necessary for an airline’s
operations at such Gate including the passenger holdroom, seating and Boarding Devices.
“Boarding Devices” shall mean passenger loading bridges, plane mates and other
devices, if any, owned and operated by an airline to assist with passenger loading and
unloading from aircraff, including remotely parked aircraft. The Tenant also agrees to
allow an accomunodated airline to place and operate in the Preferential-Use Boarding
Facilities its mobile passenger processing equipment during the times that it uses the
Tenant’s Preferential-Use Gate as long as it does not impede on the Tenant’s concurrent
operations on such Gate or adjacent Gates, except at the Tenant’s Preferential-Use
Boarding Facilities where the Tenant has installed common use eguipment that
reasonably meets an accommodated airline’s operational requirements. Further, Tenant
shall have no responsibility to store accommeodated airline’s mobile passenger processing
equipment when not in use and accommodated airline will remove equipment from the
Demised Premises, unless Tenant otherwise agrees. ‘

16.5.2, From time to fime, the Landlord may foresee that it will be unable to
reasonably, efficiently, and adequately accommodate the existing or the proposed change
or increase in operations of an airline either at its common-use Gates and associated
Airport facilities or at the Preferential-Use Boarding Facilities of various airlines. When
this occurs, the Landlord shall first require the airline seeking to be accommeodated (the
“Requesting Airline™) to coordinate directly with all airlines at the Airport to attempt fo
establish an adequate accommodation arrangement. If this attempt proves unsuccessful
as determined by the Bxecutive Director, the Executive Director shall provide a written
notification to all airlines at the Airport of the Landlord’s need to accommodate the
proposed operations of the Requesting Airline (the “Accominodation Notice™). The
purpose of this Accommedation Notice shall be 1o encourage the airlines at the Airport to
develop a reasonable solution, acceptable to the Landlord, in its sole discretion, that
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adequately addresses the Landiord’s need to accommodate the proposed operations of the
Requesting Airline.

16.5.3, After the Landlord provides the Accommodation Notice, the Tenant shall,
within 30 days, advise the Landlord the extent to which it can accommodate the proposed
operations of the Requesting Airline and must submit to the Landlord a written plan for
acconumodating the proposed operations of the Requesting Airline, inchiding all
proposed agreements and contracts required for such accommodation. Based on the
plans received, the Landlord will determine, in its sole discretion, if and how the
proposed operations of the Requesting Airline will be accommodated within the Tenant’s
Preferential-Use Boarding Facilities.

16.5.4, If the Landlord determines, in its sole discretion, that accommodating the
proposed operations of the Requesting Airline can be reasonably, efficiently, and
adequately accommodated, in part or whole, on the Tenant’s Preferential-Use Boarding
Facilities, the Landlord may, by written notice, advise the Tenant and the Tenant shall, on
its own or in combination with other airlines, accommodate the proposed operations of
the Requesting Airline in accordance with any reasonable plan developed by the
Landlord, after jomnt consultation with both the Tenant and the Requesting Airline,
provided, that such plan shall not cause the Tenant to unreasonably adjust its published
scheduie nor to adjust aircraft type and such accormmodation shall only be required if the
Requesting Airline can schedule its use of the Tenant’s Preferential-Use Gates during
Non-Active Periods (after such adjustments).

16.5.5. Six months prior to the Rent Commencement Date, the Tenant shall
provide the Landlord an accommodation plan acceptable to the Landlord, on how
Frontier Airlines, Sprrit Airlines, Allegiant Air and Copa Airlines (such airlines, the
“Displaced Airlines™) shall be accommodated at the Airport. The accommeodation of the
Displaced Airlines at the Airport shall be the Tenant’s responsibility. The Displaced
Airlines shall not be subject to relocation until such time that the Landlord accepts the
Tenant’s accommodation plan, I, after the Lease Commencement Date, the Tenant
determines that it has fo relocate a Displaced Airline, the Landlord and the Tenant agree
to enter into a separate written agreement for the reimbursement of relocation expenses
for such Displaced Airline, which written agreement is subject to Board approval.

16.6. Usé of Preferential-Use Boarding Facilities by Other Airlines.

16.6.1. Generally. The following shall apply any time the Tenant accommodates
other airlines in their Preferential-Use Boarding Facilities:

16.6.1.1. The Tenant shall be entitled to charge other airlines using
its Preferential-Use Boarding Facilities on a monthly basis, for their reasonable
share of the Tenant’s total direct costs (including Base Rent, Terminal Expenses
Additional Rent, Terminal Special Expenses Additional Rent, Boarding Bridges
Additional Rent and maintenance costs), which are substantially related to such
Preferential-Use Boarding Facilities, using standard and accepted accounting

Alaska Afrlines Lease 59

Terminal &

#276102 v6



principles, together with a noi-to-exceed fifleen percent (15%) administrative
charge. Charges to other airlines that are equal to or less than 125% of the
Tenant’s average cost should not be deemed unreasomable. The Executive
Director shall have the right to periodically audit the Tenant’s books and records,
upon reasonable notice, with respect to the computation of the Tenant’s charges to
the other airline for the use of its Preferential-Use Boarding Facilities. . The
Tenant shall have the right to collect a security deposit in advance from the other
airline using its Preferential-Use Boarding Facilities. Such security deposit shall
not exceed the reasonably estimated charges for three (3) months. The Executive
Director shall have the right to approve the form and content of the Tenant’s
agreements relating to the use by another airline of its Preferential-Use Boarding
Facilities, which approval shall not be unreasonably withheld or denied.

S 16.6.1.2. The Tenant may require airlines being accommodated on
the Tenant’s Preferential-Use Boarding Facilities to agree in writing to indemmify
the Tenant in the manner and to the extent required of the Tenant by the Landlord
hereunder. '

16.6.1.3. Any sublet, license or sublease of the Tenant’s Demised
Premises shall also be subject fo the requirements of Section 12.

16.6.1.4. Ground Service and Passenger Service Companies.
Airlines being accommodated on the Tenant’s Preferential Use Boarding
Facilities shall have the right to use auy ground service companies on the ramp
and passenger service companies in the Terminal {provided that such companies
ave authorized to operaie at the Airport) and shall not be required to use the
Tenant employees or Tenant’s ground service or passenger service companies.

16.6.2. Accommodation_of Requesting Airline. The following shall only apply
when the Landlord requires the Tenant fo accommodate a Requesting Airline pursuant to

Section 16.5;

16.6.2.1. During such period of time that a Requesting Airline is

using the Tenant’s Preferential-Use Boarding Facilities as required by the

Landlord pursuant to Section 16.5, the Tenant’s indemnification of the Landlord

as required under this Lease shall not extend to the use, occupancy and operations

. of the Requesting Airline at the Tenant’s Preferential-Use Boarding Facilities,

unless damage or injury is caused by or confributed by the Tenant, its officers,

directors, employees, agents or invitees who have come upon the Tenant’s

Preferential-Use Boarding Facilities in connection with the Tenant’s occupancy
thereof.

16.6.2.2. The Landlord may require the Tenant to tow aircraft from
the Passenger Terminal Apron Area adjacent to the Tenant’s Preferential-Use
Gate, if the Landlord requires the Tenant to accomimodate a Reqguesting Airline on
its Preferential Use Boarding Facilities pursuant to Section 16.5. “Passenger
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16.7.

Terminal Apron Area” shall mean those areas of the airfield co-located with the
Tenant’s Preferential Use Gate designated by the Executive Director for the
parking of passenger aircrafl and ramp equipment, and the loading and unloading
of passenger aircraft, which areas are subject to change from time to time. The
Landlord shall designate an area o which the aircraft is to be towed, and will
make reasonable efforts to assign a reasonably convenient parking location. This
obligation of the Tenant to tow any parked aircraft not engaged in an Active
Loading or Active Unloading operations shall include, but not be limited to, any
parked airoraft remaining overnight. This towing requirement shall not be invoked
by the Landlord if the period of time between the completion of the Active
Urnloading and the commencement of the Active Loading periods for a tum-
around aircraft operation is less than 90 minutes. The Tenant shall receive a
credit in the amount to be mutually determined based on actual costs, per single
direction tow as evidenced by third-party towing rates (which fee shall be subject
to adjustment from time to time after consultation with the Tepant) from the
Landlord whenever (1) the Tenant tows aircraft at the Landlord’s direction from
the Passenger Terminal Apron Area adjacent to the Tenant’s Preferential-Use
Gate to accomunodate use by a Requesting Airline, and (2} a sublease between the
Tenant and the Requesting Airline for use of the Tenant’s Preferential Use
Boarding Facilities is not in place. In the event the Tenant fails to remove any
aircraft which the Landlord has directed the Tenant to tow under the provisions
hereof, in an expeditious manner as determined by the Landlord in its sole
discretion, then, in addition io all other rights and remedies included herein, the
Landlord may, but shall not be obligated to, cause the removal of such aircraft
without any Hability to the Tenant, whereupon the Tenant shall pay to the
Landlord (1) all costs thereof incurred by the Landlord plus a fifteen percent
(15%) administrative fee, or (2) double the towing reimbursement fee set forth
above, whichever is greater. In such case, the Tenant also agrees that, if the
Landlord, or a competent, insured agent, moves the Tenant’s aircraft (1) any
claim for compensation against the Landlord and any of its officers or employees,
for any loss or damage sustained to any such aircraft, or any part thereof, by
reason of such removal is waived, and (2) the Tenant shall indemnify the
Landlord and its officers and employees against all liability arising out of such
removal of said aircrafl.

Conversion of Preferential-Use Gates to Common-Use Gates,

16.7.1. If, after undertaking the accommodation procedures in Section 16.5 above,

the Landlord determines, in its sole discretion, after taking into account the efficient and
competitive operation of the Aitport and the opportunities for making gates available
elsewhere at the Airport through conversion or otherwise, that the options available for
accommodating the flights of a Requesting Airline on the Tenant’s Preferential-Use
Boarding Facilifies do not satisfy the reasonable operational requirements of the
Requesting Airline, the Landlord may terminate the Tenant’s first priority scheduling and
preference on the Tenant’s Preferential-Use Gates and convert, subject to a 90-day

written
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preferential-use Gates as applicaﬁie, to common-use Gates and make the related premises
adjustments discussed in Section 16.8 below, subject to the following:

16.7.1.1. The Tenant’s scheduled activities on the Tenant’s
Preferential-Use Gates, combined with those of the Tenant’s Landlord-approved
subtenants, handled airlines, accommodated Requesting Alrlines, alliance partner
airlines, codeshare airlines, or flights of any aircraft operator where all seats on
such flights are for the passengers of the Tenant, have, either (i) in the prior six
(6) months using actual flight activity, not exceeded, or (ii) based on publically
available published schedules, for the then forthcoming six (6) months, are
projected by the Landlord to not exceed, the minimum utilization requirement
established by the Executive Director in his or her sole discretion for conversion
of preferential-use Gates to common-use Gates (such minimum utilization
requirement, the “Minimum Utilization Requirement™). If and when the Tenant
does not exceed one of the two standards described below, or any additional third
standard adopted by the Landlord in its sole discretion after consultation with the
Tenant and other airlines operating at the Airport, the Tenant shall be deemed to
have not met the Minimum Utilization Requirement.

16.7.1.2. The number of the Tenant’s Preferential-Use Gates to be
converted by the Landlord to common-use Gates will be the number required to
accommodate the Requesting Airline’s need as reasonably determined by the
Landlord but no more than is required to result in the Tenant exceeding the
Minimum Utilization Requirement after the conversion process is completed.
The defermination as to which of the Tenant’s Preferential-Use Gates are to be
converted by the Landlord to common-use Gates shall be reasonably determined
by the Landlord, after reviewing a gate proposal from the Tenant and having a
consultation with the Tenant, based on operational efficiencies of the Airport
including the Tenant’s and Requesting Airline’s goal for contiguous operations,
aircraft gauge requirements and the configuration of available facilities, passenger
convenience and public safety.

16.7.1.3. The Executive Director may issue the standards that
comprise the Minimum Utilization Requirement and the minimum performance
levels required for each standard from time to time in it sole discretion subject to
the requirement that (a) the Landlord shall have reasonably consulted on the
proposed standards with the Tenant and other airlines subject to similar
preferential-use Gate conversion and related premises deletion provisions; (b) the
Landlord shall, at a minimum, have two distinct standards in the Minimum
Utilization Requirement that include, separately, (i) an average seats per gate per
day standard and (ii) an average aircraft turns per gate per day standard; and (¢}
the Landlord’s measurement of the Tenant’s performance relative fo these
standards shall be based on an evaluation of actual or published schedules overa
reasonable duration of time, However, the Tenant recognizes that when
establishing the method for calculating the average aircraft turns per gate per day
standard that is part of the Minimum Utilization Requirement, the Landlord may
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discount the value of the contribution of aircraft turns for aircraft less than 110
seats so long as the Landlord dees not discount aircraft with greater than 65 (but
less than 110 seats) seats by more than fifty percent (50%) and aircraft with 65
seats or less by more than seventy-five percent (75%).

16.7.1.4, The Landlord shall not initiate the process for converting
the Tenant’s Preferential-Use Gates to common-use Gates pursuant to this Section
16.7 if the purpose of such conversion is solely to accommodate the flights of
another airline having a lease with the Landiord at the Airport that provides such
airline with Gates that are either (a) exclusive-use, or (b) preferential-use and in
both cases not subject to conversion to common use based on the Minimum
Utilization Requirement.

16.8. Deletion of Demised Premises Upon Conversion_of Preferential-Use Gates to
Common-Use Gates. The efficient use of the terminals in the public interest requires that certain
critical facilities in the Demised Premises (consisting of facilities such as ticket counters, back
office space, holdrooms and operations space) be available for use to airlines that from time to
time can make the most productive use of such critical facilities. The Landlord shall therefore
have the right to proportionately reduce the Tenant’s Demised Premises relative to the number of
the Tenant’s Preferential-Use Gates that have been converted to common-use Gates pursuant to
Section 16.7. VUnless otherwise agreed to by the Landlord and the Tenant, the Landlord’s
deletion of the Demised Premises (such deleted space, the “Converted Demised Premises™) shall
be based on the following:

16.8.1. For each Preferential-Use Gate converted to a comunon-use Gate, the
Landlord shall have the right to delete from the Demised Premises up to (1) two (2) ticket
agent positions comprising four (4) customer service positions; (i) 500 square feet of
back office space, (iii) the adjacent holdroom, and (iv) 500 square feet of operations
space which includes space required for maintaining and servicing the airoraft and flight
(“Operations Space™). ' In determining the number of agent positions and other space to
be deleted from the Demised Premises in connection with the conversion of a
Preferential-Use Gate to a common-use Gate, the Landlord shall give reasomable
consideration to the availability of vacant agent positions, back office space, and
operations space elsewhere in the Terminal.

The Landlord shall deliver fo the Tenant a neotice electing to remove the Converted Demised
Premises from the Demised Premises on a date specified in the notice and not less than 60 days
following the date on which the notice is delivered. If the Landlord electy to delete the
Converted Demised Premises in accordance with the provisions of this Section 16.8, (i) the
Tenant shall surrender the Converted Demised Premises on the date specified in the Landlord’s
notice of election, in the condition required by the provisions of this Lease, (ii) the Converted
Demised Premises shall be eliminated from the Demised Premises, and Exhibit A shall be
amended accordingly by the Executive Director without the prior approval or later ratification by
the Board or the City Council, (iii) the Tenant’s Use Share and the Tenant’s Special Use Share
shall be recalculated after subtracting the Rentable Area or Usable Area, as applicable, of the
Converted Demised Premises from the then Rentable Area or Usable Area, as applicable, of the

Alaska Adritnes Lease 56
Terminal 6
#276102 v6



Demised Premises immediately before the deletion of Converted Demised Premises, (iv) the
Base Rent shall be recalculated afier subtracting the square footage of the Converted Demised
Premises from the then square footage of the Demised Premises, (v) any other additional rent
payable for any period from and after the date of the deletion of Converted Demised Premises
shall be appropriately adjusted, and (vi) any necessary progration of Base Rent, Terminal
Expenses Additional Rent, Airport Infrastructure Additional Rent, and all other additional rent
shall be made as if, for the Demised Premises, the date of the deletion of Converted Demised
Premises were the last day of the Term, and (vii) the Tenant shall be released from all Hability or
obligations hereunder relating to the Converted Demised Premises except such liabilities or
obligations that occurred during the Tenant’s occupancy and which expressly survive
termination of this Lease.

16.9. Gate Scheduling Protocols,

16.9.1. The Executive Director, in his or her sole discretion, may from time fo
time issue protocols for the assignment of flights on Gates designated as either
preferential-use or common-use in the Terminals (the “T¢ Scheduling Protocols™). The
T6 Scheduling Protocols may be a subset of an Airport-wide scheduling protocols. The
Tenant agrees that its access to common-use and preferential-use Gates in the Terminals,
including the Tenant’s Preferential-Use Gates, after the Lease Commencement Date,
shall be subject to the T6 Scheduling Protocols, issued or amended from time fo time by
the Executive Director in his or her sole discretion. The Landlord agrees:

16.9.1.1. To consult with the Tenant before adopting any T6
Scheduling Protocols;

16.9.1.2. To provide the Tenant with thirty (30) days to comment on
the proposed language of any such T6 Scheduling Protocol, as well as on
the proposed language in any amendment thereto; and

16.9.1.3. Not to employ the T6 Scheduling Protocols as an

independent means to convert any of Tenant’s Preferential-Use Gates to
common-use Gates as Section 16.7 hereof shall govern with respect to any
such conversion; and

16.9.14. Subject to the provisions of Section 16, to incorporate into
the T6 Scheduling Protocols, a first scheduling priority for the Tenant’s
advanced published schedules, provided, however, that if the Tenant’s
operations result in the Tenant’s advanced published schedules being
deemed unreliable as determined by the Executive Director in his or her
sole discretion, this Section 16,9.1.4 shall not be applicable fo such
advanced published schedules.

16.9.2, The Tenant agrees that any T6 Scheduling Protocols issued by the
Executive Director may include or be based on, but need not be limited to, scheduling
preferences for:
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16.9.2.1. Aircraft arriving from international origins, departing to
international destinations, and the domestic departure or arrival of such
aircraft (collectively, “Intematiopal Afrcraft™);

16.9.2.2. Large Aircraft;

16.9.2.3. Airlines having no preferential-use Gates agsigned for their
use; or
16.9.2.4. Airlines demonstrating a higher overall utilization of

preferential-use Gates assigned to such airline and common-use Gates in use by
such airline, as measured in the sole discretion of the Landlord, by scheduled
aircraft seat capacity for & stated period, such period to be determined by the
Landiord in its sole discretion. In the computation of utilization, any such T6
Scheduling Protocols also may, but is not required to, include the number of each
applicable airline’s aircraft seats where the passengers for such aircraft are Joaded
or unloaded using a remote terminal facility at the Airport, but transit through a
terminal in the Ceniral Terminal Area at the Airport to reach such a remote
terminal facility,

16.9.3. Gate 66. The Tenant agrees that any T6 Scheduling Profocols issued by
the Bxecutive Director shall be subject to the Landlord’s need to accommodate the terms
of the Settiement Agreement dated February 18, 2009 between United Airlines, Inc. and
the Landlord wetil Januwary 1, 2012, Fusther, the Landlord acknowledges that
notwithstanding that Gate No. G66 has FIS capability, so long as the portal to the FIS
remains operable for the bussing and processing of passengers from aircraft that are not
parked at Gate No. 66, the scheduling preference for International Aircraft shall not apply
to Gate No. G66,

16.9.5. In connection with any T6 Scheduling Protocols in place from time to
time, when determining scheduling preferences for International Aircraft or Large
Aircraft for preferential-use Gates in the Terminals, the Tenant acknowledges that the
Landlord may consider airlines’ utilization of their respective International Aircraft or
Large Aircraft Gates in their respective leaseholds, including the Tenant’s. Any T6
Scheduling Protocols may assign different priorities to these and other aircraft based on
operational considerations and need not prioritize them equally. In addition, in
implementing such T6 Scheduling Protocols, the Landlord shall not be required to give a
scheduling preference or prioritization on the basis of historical use or precedence as a
defermining principal.

16.10. Establishment of Preferential-Use Requirements. During the Term, the Landiord
may, from time fo time, as part of the T6 Scheduling Protocols, establish one or more standards
and minimum performance levels for such standards (the “Preferential-Use Requirement™ to
allow the Tenant and other airlines at the Alrport to request that a common-use Gate be
converted for use as a preferential-use Gate. Once the Preferential-Use Requirement is
established by the Landlord, in its sole discretion, the Tenant may request that the Landlord

Alaska Afriines Lease 5%
Terminal 6
#276102 v6



convert one or more common-use Gates o preferential-use Gates, including, but not limited to,
Gates that have previously been comverted to common-use Gates pursuant to Section 16.7.
Following such a request from the Tenant, the Landlord shall give reasonable consideration to
the Tenant’s request in the context of current and forecasted traffic, demand for facilities from
various afrlines at the Airport, the demand-supply relationship of aircraft operations and
available common-use Gates, and other factors affecting the efficient and competitive operation
of the Airport. In such context, the Landlord shall also give reasonable consideration to any
related request for support space associated with the operation of such Gates. Notwithstanding
the right of the Tenant to request the conversion of one or more common-use Gates to
preferential-use Gates, the Landlord shall be under no obligation to approve such a request for
such conversion under this Agreement. Further, if the Landlord approves the Tenant’s request
for such a conversion pursuant to this section, in order to minimize operational inconveniences
for airlines that then use or have had use of such Gate, subject to the conversion request, the
Landlord may place transitional conditions and limitations on the Tenant’s scheduling rights as
part of any approval of additional preferential-use Gates.

17. End of Term.

17.1. Swrender. Upon the expiration of the Term or earlier termination of this Lease,
the Tenant will quit and surrender to the Landlord the Tenant Areas, broom clean, in good order
and in the condition required by the provisions of this Lease, ordinary wear and tear, casualty
damage governed by Section 10 and damage which the Landlord is obligated to repair under this
Lease in each case excepted. ‘

17.2. Holdover. If the Tenant remains in possession of the Tenant Areas after the
termination of this Lease (whether at the end of the Term or otherwise) without the execution of
& new lease, the Tenant, or without being subject to the Tariff, then without derogation of any
other rights of the Landlord hersunder, Tenant shall be deemed o be occupying the Demised
Premises as a tenant from month to month, at 2 monthly rental equal to 150% of the Base Rent
and all additional rent payable for the last month of the Term, and subject to all of the other
terms of this Lease. Acceptance by the Landlord of holdover rent after the termination of this,
Lease shall not be deemed to create or evidence a renewal of this Lease. The foregoing
provisions of this Section 17.2 are not intended to limit or otherwise modify the Landlord’s right
of re-enfry or any other right of the Landlord under this Lease or as otherwise provided by law,
and shall not affect any right that the Landlord may otherwise have to recover damages from the
Tenant for loss or liability incurred by the Landlord resulting from the Tenant’s failure to timely
surrender the Tenani Areas. Nothing contained in this Section 17 shall be construed as a consent
by the Landlord to any holding over by the Tenant, and the Landlord expressly reserves the right
to require the Tenant to surrender possession of the Tenant Areas to the Landlord upon the
expiration or earlier fermination of the Term as provided in this Lease. Notwithstanding
anything to the contrary contained in the Lease, imposition of the Tariff following termination of
this Lease (whether at the end of the Term or otherwise) after thirty (30 ) days’ advance written
notice, shall be at the sole discretion of the Landlord.

18.  Quiet Enjoyment. The Landlord covenants with the Tenant that, upon the Tenant
paying the Base Rent and all additional rent and observing and performing all the other terms,
covenants and conditions on the Tenant’s part to be observed and performed under this Lease,
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the Tenant may peaceably and guietly enjoy the Demised Premises (subject, however, to the
terms and conditions of this Lease) free of interference by anyone claiming by, through or under
the Landlord.

19.  Notices, Any notice or other communication required or permitted to be given,
rendered or made by either party fo the other, by any provision of this Lease or by any applicable
law or requirement of public authority, shall (unless otherwise expressly set forth herein) be in
writing and shall be deemed to have been properly given, rendered or made, if delivered by hand
or received by certified mail, postage prepaid, return receipt requested, or delivered by nationally
recognized overnight courier service, delivery service prepaid, or delivered by telecopier or
electronic mail, in any case addressed as follows:

If to the Landlord:

Department of Airports

1 World Way

Post Office Box 92216

Los Angeles, California 90009-2216
Attention: Executive Director

Telecopier No. (424) 646-0523

Electronic Matil address: CDG-Tenant-Notices{@lawa,org

with a copy to:

Department of Airports

1 World Way

Post Office Box 92216 :
Los Angeles, California 90009-2216
Attention: City Aftorney

Telecopier No. (424) 646-9617
If to the Tenant:

to the addresses shown on the Basic Information Schedule under the heading
“Tenant Addresses for Notices”.

The Landlord or the Tenant may from time o time, by notice, designate a different or additional
address within the United States or attention designation for communications intended for it.
Any notice or other communication given by certified mail shall be deemed given as of the date
of delivery as indicated on the return receipt, or when the delivery is first refused. Any notice or
other communication delivered by a nationally recognized overnight courier service shall be
deemed delivered on the Business Day following the day upon which the notice or other
communication was delivered fo the courier. Any notice or other communication. delivered by
telecopier shall be deemed delivered when the transmission is actually received, if received
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during normal business hours, otherwise the notice or other communication, if received, shall be
deemed delivered on the following Business Day. Any notice or other communication may be
given on behalf of the Landlord or the Tenant by their respective aftorneys, provided that the
attorneys represent their capacity as such in the notice or other communication.

20. Utilities.

20.1. Tenant Responsible. The Tenant shall be responsible for the payment of all costs
of furnishing utilities to the Demised Premises {including all charpes for water, gas, heat, light,
power, telephone, and other utility service used by the Tenant in connection with its use of the
Demised Premises), including deposits, connection fees and meter installation and rentals
required by the supplier of any utility service, and the costs of all equipment and improvements
necessary for connecting the Demised Premises to ufility service facilities.

- 20.2. Landlord Not Liable, The Landlord will not be liable to the Tenant for any
failure, defect, impairment or deficiency in the supply of any utility service furnished to the
Demised Premises or in any system supplying the service. The Landlord shall provide
reasonable notice to the Tenant prior to the interruption of such services, and shall make good
faith efforts not to interrupt such services,

20.3. Interruptions of Service. The Landlord reserves the right to temporarily interrupt
the services provided by the Terminal’s heating, ventilation, air conditioning, elevator, plumbing
and electrical systems or other Terminal systems when necessary by reason of accident or
emergency or for repairs, alterations, replacements or improvements.

21, Rights of Flight. The Landlord reserves, for the use and benefit of the public, a
right of flight for the passage of atrcraft in the airspace above the Terminal, including the right to
cause any noise and vibration inherent in the operation of any aircraft through the airspace or
landing at, taking off from, or operating at the Alrport. The Tenant will not to make any claim
against the Landlord under any theory of recovery for any interference with the Tenant’s use and
enjoyment of the Tenant Areas that may result from noise or vibration emanating from the
operation of aircraft at the Airport.

22. Alrport and Terminal Management,
22.1.  Authority of Landlord in Terminal Common Areas. Vertical Areas, Airline Joint

Use Areas and International Joint Use Areas. The Tenant acknowledges that the Airport is a
public facility essential to regional and national transport and economy and that the Landlord is a
political subdivision with a public responsibility for the proper functioning of the Airport and the
Terminal. In order to carry out its responsibilities (including its obligations to comply with the
requirements of the Federal Aviation Administration, the U.S. Transportation Security
Administration, and other Legal Requirements), the Landlord must therefore have broad power
to regulate activities in the Airport and in the areas of the Terminal not part of the Demised
Premises, Without limiting any other specific provisions of this Lease, the Landlord shall have
the right to adopt from time to time rules and regulations, and may make other specific orders,
for the conduct of operations in the Airline Joint Use Areas, the International Joint Use Areas,
the Terminal Common Areas, and the Vertical Areas, The Tenant shall at ali imes comply with
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any rules and regulations from time to time so adopted and any specific orders so made by the
Landlord (and of which the Tenant shall have received a copy in writing), provided only that the
rules and regulations are adopted, and the orders made, by the Landlord in the good faith
discharge of its public responsibilities and do not unreasonably discriminate against the business
operations of the Tenant in the Tenant Areas.

22.2. Major Changes. The Landlord may make any change fo the Terminal or the
Airport that the Landlord determines may be necessary or desirable,  The Tenant acknowledges
that the Landlord may undertake various improvements to the Airport and the Terminal during
the Term, and that the construction of the improvements may interfere with the Tenant’s
operations at the Terminal. The Landlord and the Tenant will cooperate in good faith o address
the construction requirements and to attempt to mitigate the effects on the Tenant’s operations.

23, No Landlord’s Representations. The Tenant has examined and agrees to accept
the Demised Premises and the Terminal “as is”, in their condition and state of repair existing on
the date of the Tenant’s execution and delivery of this Lease. The Landlord makes no
representations, express or implied, as to the current condition of the Terminal, the Airport or the
Demised Premises, or the equipment and systems serving the Terminal, the Airport or the
Demised Premises. To the maximum extent permitted by law, the Tenant waives the right to
make repairs at the expense of the Landlord and the benefit of the provisions of Sections 1941
and 1942 of the California Civil Code.

24,  Comrunications Equipment and Antennae. The Tenant has no right to install or
use any telecommunications equipment or antennae on the roof or exterior of the Terminal,
unless (a) the installation and use are directly related to the conduct of the Tenant’s business at
the Demised Premises and are in full compliance with the Landlord’s permit process and
telecommunications policies, as established in the discretion of the Landlord and from time to
time in effect, and (b) the installation is effected in compliance with the requirements of
Section 4. The Tenant will not license, sublease or in any other manner permit any other Person
to use any telecommunications equipment or antennae installed by the Tenant at the Terminal.
The Landlord shall have the right, without compensation to the Tenant, to install or use
telecommunications equipment or antennae on the roof or exterior of the Demised Premises and
to install and attach cables, wires and conduits on, over or under the Demised Premises in
connection with telecommunications equipment or antennae, or to license or otherwise permit
others to do so.

25. Signs and Advertising Materials. Except as set forth in this Section 25, the
Tenant will not place any signs or advertising materials in any location at the Terminal without
the prior consent of the Landlord, which consent may be withheld in the discretion of the
-Landlord. Any request for the approval of identification signs for the Tenant’s operations shall
be accompanied by illustrative drawings and design dimensions together with information about
the type of identification signs proposed by the Tenant and the locations in which the signs are
proposed to be installed. The Tenant will comply with any conditions to the installation or use of
signs to which the Landlord may make its consent subject. The Tenant will keep all ticket
counter space used by the Tenant and any associated ticket lifts and podivms free of ail signs,
advertising materials, credit card application dispensing units, posters and banners, unless
consented to in writing by the Landlord. The Landlord may without notice remove any
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unauthorized signs or advertising materials, and may store them at the Tenant’s expense, and
may dispose of them if they are not promptly claimed by the Tenant afier notice from the
Landlord.

26. Other Tenant Covenants.

26.1. Environmental Matters. The Tenant’s activities at or about the Tenant Areas and
the Application of all Hazardous Materials by the Tenant, its employees, agents, contractors, or
subcontractors, shall comply at all times with all Environmental Requirements, Except for
conditions existing before the original occupancy of the Tenant Areas by the Tenant, including
fuel contamination in soils in and around the fuel hydrant systems, in the case of any the spill,
leak, discharge, release or improper storage of any Hazardous Materials on the Demised
Premises or contamination of the Demised Premises with Hazardous Materials by the Tenant, its
employees, agents, contractors, or subcontractors, (or by the Tenant or its employees, agents,
contractors, or subcontractors onto any other property at the Airport), the Tenant will make ox
canse to be made any necessary repairs or corrective actions as well as to clean up and remove
any spill, leakage, discharge, release or contamination, all in accordance with applicable
Environmental Requirements. The Landlord will utilize environmental reports prepared by both
the Landlord’s environmental contractors and the Tenant’s environmental contractors in
determining the conditions existing in the Tenant Areas prior to the Tenant’s occupancy of the
Demised Premises, provided, however, that the Tenant’s environmental reports must have been
prepared by entities certified by the appropriate governmental agency for the entity’s field of
expertise using ASTM or other nationally recognized testing standards. In the event of material
differences between Landlord and Tenant environmental reports, the Landlord, at its sole
discretion, may conduct additional environmental investigation to resolve material differences,
and will make the final determination of the conditions existing in the Tenant Areas prior to the
Tenant’s occupancy of the Demised Premises. At the expiration or earlier termination of the
Term, the Tenant will promptly remove from the Tenant Areas all Hazardous Materials Applied
by the Tenant af the Tenant Areas. If the Tenant installs or uses underground storage tanks,
above-ground storage tanks, pipelines, or other improvements on the Tenant Areas for the
storage, distribution, use, treatment, or disposal of any Hazardous Materials, the Tenant will,
upon the expiration or earlier termination of the Term, remove or clean up such improvements, at
the election of the Landlord, at the sole expense of the Tenant and in compliance with all
Environmental Requirements and the reasonable directions of the Landlord. The Tenant shall be
responsible and liable for the compliance with all of the provisions of this Section 26.1 by the
Tenant’s officers, employees, contractors, assignees, sublessees, agents and invitees. The Tenant
will, at its expense, promptly take all actions required by any governmental agency in connection
with the Tenant’s Application of Hazardous Materials at or about the Tenant Areas, including
inspection and testing, performing all cleanup, removal and remediation work required for those
Hazardous Materials, complying with all closure requirements and post-closure monitoring, and
filing all required reports or plans. All of the foregoing work and all Application of Hazardous
Materials shall be performed in a good, safe and workmanlike manner by personnel qualified and
licensed fo undertake the work and in a manner that will not materially interfere with the
Landlord’s use, operation and leasing of the Terminal or the Airport and other tenants’ quiet
enjoyment of their premises. The Tenant will deliver to the Landlord before delivery to any
agency, or promptly after receipt from any agency, copies of all permits, manifests, closure or
remedial action plans, notices, and all other documents relating to the Tenant’s Application of
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Hazardous Materials at or about the Tenant Areas, The Tenant will keep the Landlord fully
informed of its Application of Hazardous Materials, and, if the Tenant Applies Hazardous
Materials, the Landlord may engage one or more consultants to review all permits, manifests,
remediation plans and other documents related to the Application of the Hazardous Materials.
The Landlord’s reasonable out-of-pocket costs of engaging the consultants will be paid by the
Tenant.

262, Security. The Tenant will fully comply with all Legal Requirements relating to
airfield and airport security. The Tenant will maintain and keep in good repair that portion of the
Airport perimeter fence, incloding gates and doors, that are in the Demised Premises or
controlled by the Tenant. The Tenant will comply fully with applicable provisions of the
Transportation Security Administration Regulations, 49 CFR Sections 1500 through 1550 (and
49 CFR Part 129), including the establishment and implementation of procedures acceptable to
the Landlord to control access from the Demised Premises 1o air operation areas in accordance
with the Airport Security Program required by 49 CFR Sections 1500 through 1550, The Tenant
will exercise exclusive security responsibility for the Demised Premises and, if the Tenant is an
air carrier, will do so under the Tenant’s Transportation Security Administration approved Air
Carrier Standard Security Program used in accordance with 49 CFR Sections 1510, 1540 and
1546. Without limiting the generality of the foregoing, the Tenant will keep gates and doors in
the Demised Premises and that permit entry to restricted areas at the Airport locked at all times
when not in use or under the Tenant’s constant security surveillance. The Tenant will report gate
or door malfunctions that permit unauwthorized entry into restricted areas to the Landlord’s
operations center without delay, and the Tepant will maintain the affected gate or door under
constant security surveillance uatil repairs are affected by the Tenant or the Landlord and the
gate or door is properly secured, The Tenant will pay all civil penalties levied by the
Transportation Security Administration for violation of Transportation Security Administration
Regulations pertsining to security gates or doors in the Demised Premises or otherwise
controlled by the Tenant.

26.3. Business Tax Registration. The Tenant represents that it has registered its
business with the office of the City Clerk of the City of Los Angeles and has obtained and
presently holds a Business Tax Registration Certificate, or a Business Tax Exemption Number,
required by the Business Tax Ordinance (Article I, Chapter 2, Sections 21.00 and following, of
the Mumnicipal Code of the City of Los Angeles) The Tenant will maintain, or obtain as
necessary, all certificates required of the Tenant under that ordinance, and shall not allow any
such certificate to be revoked or suspended during the Term

26.4. Noise Abatement Procedures. The Tenant will comply with the Landlord’s noise
abatement rules and regulations as adopled from time to time by the Board. Under the
requirements of the 1993 LAX Noise Variance and in order to Hmit the use of auxiliary power
units, the Tepant (if the Tepant is an air carrier and if the Terminal is at Los Angeles
International Airport) will provide a sufficient number of ground power units at each gate and
maintenance area used by the Tenant’s aircrafi at the Terminal. This section applies to the extent
it (i) is applicable to the Tenant’s operations at the Demised Premises, and (i) does not conflict
with any Legal Reguitement. ‘
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76.5. Nondiscrimination and Eqgual Emplovment Practices.

26.5.1. Federal Non-Discrimination Provisions. (a) The Tenant for itself, its
successors in inferest and assigns, as a part of the consideration hereof, does hereby covenant and
agree as a covenant running with the land that in the event facilities are constructed, maintained,
or otherwise operated on the Demised Premises or the other Tenant Areas, for a purpose for
which a Department of Transportation program or activity is extended or for another purpose
involving the provision of similar services or benefits, the Tenant will maintain and operate such
facilities and services in compliance with all other requirements imposed pursuant to 49 CFR,
Part 21, Nondiscrimination in Federally Assisted Programs of the Department of Transportation,
and as said Regulations may be amended.

(2] The Tenant for itself, its successors in inferest and assigns, as a part of the
consideration hereof, does hereby covenant and agree as a covenant running with the land that:
(1) no person on the grounds of race, color or national origin shell be excluded from participation
in, denied the benefits of, or be otherwise subjected to discrimination in the use of said facilities,
(2) that in the construction of any improvements on, over, or under the land and the furnishing of
services thereon, no person on the grounds of race, color, or national origin shall be excluded
from participation in, denied the benefits of, or otherwise be subjected to discrimination, (3) that
the Tenant will use the Demised Premises and the other Tenant Areas in compliance with all
other requirements imposed by or pursuant to 49 CFR, Part 21, Nondiscrimination in Federally
Assisted Programs of the Department of Transportation, and as said Regulations may be
amended.

(©) The Tenant assures that it will comply with pertinent statutes, Executive
Orders, and such rules as are promulgated to assure that no person shall, on the grounds or race,
creed, color, national origin, sex, age, or handicap be excluded from participating in any activity
conducted with or benefiting from Federal assistance. This provision obligates the Tenant or its
transferee for the period during which Federal assistance is exiended to the airport program,
except where Federal assistance is to provide, or is in the form of personal property or real
property or interest therein or structures or improvements thereon. In these cases, the provision
obligates the party or any transferee for the longer of the following periods: (a) the period during
which the property is used by the sponsor or any transferee for a purpose for which Federal
assistance is extended, or for another purpose involving the provision of similar services or
benefits; or (b) the period during which the airport sponsor or any transferee retains ownership or
possession of the property.

(d)  The Tenant will furnish its services on a reasonsble and not unjustly
discriminatory basis to all users, and charge reasonable and not unjustly diseriminatory prices for
each unit or service, provided that the Tenant may be allowed to make reasonable and
nondiscriminatory discounts, rebates, or other similar types of price reductions to volume
purchasers. '

(&) The Tepant will insert the provisions found in glauses (¢) and (d) of this
Section 26.5.1 in any sublease, assignment, license, or permit by which the Tenant grants a right
or privilege fo any Person to render accommodations or services to the public at the Tenant
Areas.
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26.5.2. City Non-Discrimination Provisions. (&) Non-Discrimination In Use Of
Premises. There shali be no discrimination against or segregation of any person, or group of
persons, on account of race, religion, national origin, ancestry, sex, sexual orientation, age,
physical handicap, marital status, domestic partner status, or medical condition in the lease,
sublease, transfer, use, occupancy, tenure, or enjoyment of the Tenant Arcas or any part of the
Tenant Areas or any operations or activities conducted on the Demised Premises or any part of
the Tenant Areas. Nor shall the Tenant or any person claiming under or through the Tenant
establish or permit any such practice or practices of discrimination or segregation with reference
to the selection, location, number, use or occupancy of ienants, subtenants, or vendees of the
Tenant Areas. Any sublease or assignment that may be permitted under this Lease shall also be
subject to all non~discrimination clauses contained in this Section 26.5.2.

(b)  Nop-Discrimination In Emplovment. During the Term, the Tenant agrees
and obligates itself in the performance of this Lease not {o discriminate against any employee or
applicant for employment because of the employee’s or applicant’s race, religion, national
origin, ancestry, sex, sexual orientation, age, physical handicap, marital status, domestic partner
status, or medical condition. The Tenant will take affirmative action to insure that applicants for
employment are treated, during the Term, without regard to the aforernentioned factors and will
comply with the affirmative action requirements of the Los Angeles Administrative Code,
Sections 10.8, ef seq., or any successor ordinances or law concerned with discrimination,

{¢)  Equal Employment Practices. If the fotal payments made to the Landlord
under this Lease are $1,000 or more, this provision shall apply. During the performance of this
Lease, the Tenant will comply with Section 10.8.3 of the Los Angeles Administrative Code
(“Equal Employment Practices™), a copy of which is attached hereto for convenmience as
Exhibit F. By way of specification but not limitation, under Sections 10.8.3.E and 10.8.3.F of
the Los Angeles Administrative Code, the failure of the Tenant fo comply with the Equal
Employment Practices provisions of this Lease may be deemed 1o be a material breach of this
Lease. No such finding shall be made or penalties assessed except upon a full and fair hearing
after notice and an opportunity to be heard has been given to the Tenant. Upon a finding duly
made that the Tenant has failed to comply with the Equal Employment Practices provisions of
this Lease, this Lease may be forthwith terminated, cancelled or suspended.

(d)  Affirmative Action Program. If the fotal payments to the Landlord under
this Lease are $100,000 or mors, this provision shall apply. During the performance of this
Lease, the Tenant will comply with Section 10.8.4 of the Los Angeles Administrative Code
(“Affitmative Action Program™), a copy of which is attached hereto for convenience as
Exhibit G. By way of specification but not limitation, under Sections 10.8.4.E and 10.8.4.F of the
Los Angeles Administrative Code, the failure of the Tenant to comply with the Affirmative
Action Program provisions of this Lease may be deemed to be a maierial breach of this Lease.
No such finding shall be made or penalties assessed except upon a full and fair hearing after
notice and an opportunity 1o be heard has been given to the Tenant. Upon a finding duly made
that the Tenant has failed to comply with the Affirmative Action Program provisions of this
Lease, this Lease may be forthwith terminated, cancelled or suspended.

26.6. Taxes, Permits and Licenses. The Tenant will pay any and all taxes of whatever
character that may be levied or charged upon the Demised Premises, or upon the Tenant’s
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improvements, fixtures, equipment, or other property thereon or upon the Tenant’s use thereof.
The Tenant will also pay all license or permit fees necessary or required by law or regulation for
the conduct of the Tenant’s business or use of the Tenant Arcas. By executing this Lease and
accepting the benefits hereof, a property interest in the nature of a “possessory interest” may be
created in the Tenant. If such 2 possessory interest is deemed to be created, the Tenant, as the
party in whom the possessory interest is vested, will be subject to the payment of the property
taxes levied upon the possessory interest. The Tenant may contest the validity and applicability
of any taxes or fees, and during the period of any lawful contest, the Tenant may refrain from
making, or direct the withholding of, any such payment without being in breach of the provisions
of this Section 26.6. Upon a final determination in which the Tenant is beld responsible for sach
taxes or fees, the Tenant will promptly pay the required amount phus all legally imposed interest,
penalties and surcharges. If all or any part of such taxes, fees, penalties or surcharges are
refunded to the Landlord, the Landlord will remit to the Tenant such sums {o which the Tenant is
legally entitled.

26.7. Living Wage Ordinance.

26.7.1. General Provisions; Living Wage Policy. This Lease is subject to the
Living Wage Ordinance (“LWO™), Section 10.37, ef seq., of the Los Angeles Administrative
Code, a copy of which is attached hereto for convenience as Exhibit H. The LWO requires that,
unless specific exemptions apply, any employees of tenants or licensees of property of the City
of Los Angeles who render services on the leased premises or licensed premises are covered by
the LWO if any of the following applies: (1) the services are rendered on premises at least a
portion which are visited by substantial numbers of the public on a frequent basis, (2) any of the
services could feasibly be performed by City of Los Angeles employees if the awarding authority
had the requisite financial and staffing resources, or (3) the designated administrative agency of
the City of Los Angeles has determined in writing that coverage would further the propristary
interests of the City of Los Angeles. Employees covered by the LWO are required to be paid not
less than a minimum initial wage rate, as adjusted each year, The LWO also requires that
employees be provided with at least 12 compensated days off per year for sick leave, vacation, or
personal necessity at the employee’s request, and at least ten additional days per year of
uncompensated time under Section 10.37.2(b). The LWO requires employers to inform
employees making less than twelve dollars per hour of their possible right to the federal Earned
Income Tax Credit and to make available the forms required to secure advance Earned Income
Tax Credit payments from the employer under Section 10.37.4. The Tenant will permit access to
wark sites for authorized representatives of the City of Los Angeles to review the operation,
payroll, and related documents, and to provide certified copies of the relevant records upon
request by the City of Los Angeles. Whether or not subject to the LWO, the Tenant will not
retaliate against any employee claiming non-compliance with the provisions of the LWO, and, in
addition, under Section 10.37.6(c), the Tenant will comply with federal law prohibiting
retaliation for union organizing.

26.7.2. Living Wage Coverage Determination. An initial determination has been
made that this Lease is a public lease under the LWO, and that it is not exempt from coverage by
the LWO. Determinations as to whether this Lease is a public lease or license covered by the
LWO, or whether an employer or employee are exempt from coverage under the LWO are not
final, but are subject to review and revision as additional facts are examined and other
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interpretations of the law are considered. In some circumstances, applications for exemption
must be reviewed periodically. The City of Los Angeles will notify the Tenant in writing about
any redetermination by the City of Los Angeles of coverage or exemption status. To the extent
the Tenant claims non-coverage or exemption from the provisions of the LWO, the burden shall
be on the Tenant to prove the non-coverage or exemption.

26.7.3. Compliance. If the Tenant is not initially exempt from the LWO, the
Tenant will comply with all of the provisions of the LWO, including payment to employees at
the minimum wage rates, effective on the Lease Commencement Date. If the Tenant is initially
exempt from the LWO, but later no longer gualifies for any exemption, the Tenant will, at such
time as the Tenant is no longer exempt, comply with the provisions of the LWO and execute the
then currently used Declaration of Compliance Form, or such form as the LWO requires. Under
the provisions of Section 10.37.6{(c) of the Los Angeles Administrative Code, violation of the
LWO shall constitute a material breach of this Lease and the Landlord shall be entitled to
terminate this Lease and otherwise pursue legal remedies that may be available, including those .
set forth in the LWO, if the City of Los Angeles determines that the Tenant violated the
provisions of the LWO. The procedures and time periods provided in the LWO are in lieu of the
procedures and time periods provided elsewhere in this Lease. Nothing in this Lease shall be
construed to extend the time periods or limit the remedies provided in the LWO.

26.8. Service Contractor Workers Retention Ordinance. This Lease may be subject to
the Service Contractor Worker Retention Ordinance (“SCWRQ™), Section 10.36, ef seq., of the
Los Angeles Administrative Code, a copy of which is attached for cenvenience as Exhibit 1. If
applicable, the Tenant must also comply with the SCWRO which requires that, unless specific
exemptions apply, all emnployers under contracis that are primarily for the furnishing of services
to or for the City of Los Angeles and that involve an expenditure or receipt in excess of $25,000
and a contract term of at least three months shall provide retention by a suecessor contractor for a
90-day transition period of the employees who have been employed for the preceding twelve 12
months or more by the terminated contractor or subcontractor, if any, as provided for in the
SCWRO. Under the provisions of Section 10.36.3(c) of the Los Angeles Administrative Code,
the City of Los Angeles has the authority, under appropriate circumstances, to terminate this
Lease and otherwise pursue legal remedies that may be available if the City of Los Angeles
determines that the Tenant violated the provisions of the SCWRO.

26.9. Child Support Orders. This Lease is subject to Section 10.10, Article I, Chapter
1, Division 10 of the Los Angeles Administrative Code related to Child Support Assignment
Orders, a copy of which is attached for convenience as Exhibit J. Under this Section, the Tenant
{and any subcontractor of the Tenant providing services to the Landlord under this Lease) will
(1) fully comply with all State and Federal employment reporting requirements for the Tenant’s
or the Tenant’s subcontractor’s employees applicable to Child Support Assignments Orders;
(2) certify that the principal owners of the Tenant and applicable subcontractors are in
compliance with any Wage and Earnings Assignment Orders and Notices of Assignment
applicable to them personally; (3) fully comply with all lawfully served Wage and Earnings
Assignment Orders and Notices of Assignment in accordance with California Family Code
Section 5230, ef seq.; and (4) maintain compliance throughout the Term. Under Section 10.10(b)
of the Los Angeles Administrative Code, failure of the Tenant or an applicable subcontractor to
comply with all applicable reporting requirements or to implement lawfully served Wage and
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Barnings Assignment Orders and Notices of Assignment or the failure of any principal owners of
the Tenant or applicable subcontractors to comply with any Wage and Earnings Assignmert
Orders and Notices of Assignment applicable to them personally shall constitute a default of this
Lease subjecting this Lease to termination where the fatlure shall continue for more than 90 days
after notice of the failure fo the Tenant by the Landlord (in lieu of any time for cure provided
elsewhere in this Lease).

26.10, Visual Artists® Rights Act. The Tenant will not install, or cause to be installed,
any work of art subject to the Visual Artists’ Rights Act of 1990 (as amended), 17 U.5.C. §106A,
et seq., or California Code Section 980, ef seq., (collectively, “YARA™) on or about the Tenant
Areas without first obtaining a written waiver from the artist of all rights under VARA,
satisfactory to the Landlord and approved as to form and legality by the City Attorney. The
waiver shall be in full compliance with VARA and shal]l name the Landlord as a party for which
the waiver applies. The Tenant will not install, or causing to be instalied, any piece of artwork
covered under VARA at the Tenant Areas without the prior approval and waiver of the Landlord,
Any work of art installed at the Tenant Areas without such prior approval and waiver shall be
deemed a trespass, removable by the Landlord, upon three days’ written notice, with all costs,
expenses, and lability therefor to be borne exclusively by the Tenant.

26.11. Contractor Responsibility Program. The Tenant will comply with the provisions
of the Contractor Responsibility Program adopted by the Board. The rules, regulations,
requirements and penalties of the Contractor Responsibility Program and the Pledge of
Compliance Form are atiached to this Lease as Exhibit K.

26.12. First Souyrce Hiring Program. The Tenant will comply with the provisions of the
First Source Hiring Program adopted by the Board. The rules, regulations, requirements, and
penalties of the First Source Hiring Program are attached to this Lease as Exhibit L.

26.13. Equal Benefits Ordinance.

26.13.1. Unless otherwise exempt in accordance with the provisions of the Equal
Benefits Ordinance (“EBO”), the Tenant certifies and represents that the Tenant will
comply with the applicable provisions of EBO Section 10.8.2.1 of the Los Angeles
Administrative Code, as amended from time to time. The Tenant shall not, in any of its
operations within the City of Los Angeles or in other locations owned by the City of Los
Angeles, including the Airport, discriminate in the provision of Non-ERISA Benefits (as
defined below) between employees with domestic partners and employees with spouses,
and/or between the domestic partners and spouses of such employees, where the domestic
partnership has been registered with a governmental entity pursuant to state or local law
authorizing such registration. As used above, the term “Non-ERISA Benefits” shall
mean any and all benefits payable through benefit arrangements generally available to the
Tenant’s employees which are neither “employee welfare benefit plans™ nor “employee
pension benefit plans”, as those ferms are defined in Sections 3(1) and 3(2) of ERISA.
Non-ERISA Benefits shall include, but not be Hmited to, all benefits offered currently or
in the future, by the Tenant to its employees, the spouses of its employees or the domestic
partners of its employees, that are not defined as “employee welfare benefit plans” or
“employee pension benefit plans”, and, which include any bereavement leave, family and
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medical leave, and iravel discounts provided by the Temant to its employees, their
spouses and the domestic partners of employees.

26.13.2. The Tenant agrees to post the following statement i conspicuous places
at its place of business available to employees and applicants for employment:

“During the term of a Lease with the City of Los Angeles, the Tenant will provide
equal bepefits to employees with spouses and its employees with domestic partners.
Additional information about the City of Los Angeles’ Equal Benefits Ordinance may be
obtained from the Department of Public Works, Bureau of Contract Administration,
Office of Contract Compliance at (213) 847-6480.”

26.13.3, The failure of the Tenant to comply with the EBO will be deemed to be
a material breach of the Lease by the Landlord. If the Tenant fails to comply with the
ERO, the Landlord may cancel or terminate the Lease, in whole or in part, and all monies
due or to become due under the Lease may be retained by the Landlord. The Landlord
may also pursue any and ail other remedies at law or in equity for any breach. Failure to
comply with the EBO may be used as evidence against the Tenant in actions taken
pursuant to the provisions of Los Angeles Administrative Code Section 10.40, ef seq.,
Contractor Responsibility Ordinance. If the Landlord determines that the Tenant has set
up or used ifs contracting entity for the purpose of evading the intent of the EBQO, the
Landlord may terminate the Lease.

27.  Definitions. The terms defined in this Section 27 shall have, for all purposes of
this Lease, the meanings herein specified unless unambiguously required to the contrary by their
context.

“Affiliate™ shall mean any air transportation company that (i) is a parent or subsidiary of
Tenant, or (ii) operates at the Airport under a trade name of Tenant and uses Tenant’s two-letter
designator code for its flights serving the Airport, or (iii) operates at the Airport using a trade
name of a parent or subsidiary of Tenant and uses the two-letter designator code of such parent
or subsidiary for its flights serving the Airport. Prior to the execution of this Lease, the Tepant
shall provide the Landlord with a list of its current Affiliates. The Tenant may update such list
from time to time to add additional persons that fall within the definition of Affiliate hereunder
provided that the Tenant provides prior written notice to the Executive Director, including a brief
explanation as to how such additional person satisfies the definition of “Affiliate”, The Tenant
shall provide the Landiord with written notice if at any time a Person on the list shall no longer
be considered an Affiliate of the Tenant for purposes of this Lease. Horizon Air shall be
considered an “Affiliate” for purposes of this Lease,

“Alrline Equipment” means the personal property comprising systems, equipment, and
furnishings from time to time installed in the Terminal and dedicated primarily to air passenger
operations (including common use terminal equipment and systems, loading bridges, and
seating), but exclading (a) fixtures (including ticket counters and baggage claim, make-up and
conveyance systems), and (b) Tenant’s Property.
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“Adrline Exclusive Use Areas” means the space in the Terminal (including the Demised
Premises) that is exclusively occupied by, or explicitly held for exclusive occupancy for, Airline
Users or for service companies providing direct airline services including customer service
providers and ground handling companies, as shown in the Master Lease Exhibits on file in the
office of the Airport Engineer.

“Ajrkine Joint Use Areas™ means the space in the Terminal, licensed for the non-exclusive
use of the Tenant under this Lease, that is used for gate areas, departure holdroom areas, ticket
counter areas, baggage claim arcas, baggage processing space, and similar areas used by or
otherwise benefiting one or more Airline Users for operations (but excluding the Terminal
Common Areas and the Vertical Areas), as shown in the Master Lease Exhibits on file in the
office of the Airport Engineer,

“Airline Users™ means on any date all passenger air carriers then leasing space at the
Terminal, together with all other passenger air carriers then having other contractual
arrangements with the Landlord for the use of the Terminal for the purpose of enplaning or
deplaning passengers, but excluding all itinerant and charter air carriers not leasing space at the
Terminal and not signatories to a confractual arrangement with the Landlord having substantially
the same economic provisions with respect to charges for the use of Airline Joint Use Areas and
International Joint Use Areas as those contained in this Lease.

“Ajdrport” means Los Angeles International Airport in Los Angeles, California.

“Adrport Debt” means general airport revenue bonds, general obligation bonds, passenger
facility charge bonds, commercial paper, notes, bond anticipation notes, and any other forms of
instruments creating an indebtedness issued, incurred, or assumed by the Landiord in connection
with the ownership, development, or operation of the Airport and payable in whole or in part
from revenues received by the Landlord from the operation of the Airport.

“Airport Debt Instrument” means any agreement, indenture, lease, or resolution that
provides for the issuance, incurrence, or assumption of Ajrport Debt, and includes a trust
indenture, installment payment agreement, issuing and paying agent agreement, loan agreement,
and lease purchase agreement.

“Adrport Engineer” means the Chief Airports Engineer of the Adrport from time fo time,
as successors to that position may be designated (by whatever title).

“Airport Infrastructure Charges” means, for any calendar month, those expenses and
other charges that satisfy all of the following conditions: (a) they are incwrred or accrued by or
on behalf of the Landlord in respect of the Airport during the calendar month, (b) they consist of
Coverage Expenses, Permitted Arnortization, or Reserve Deposits for any Airport Infrastructure
Improvement, {c) they are allocable to the Terminal as described in Section 2,8.1, and (d) they do
not consist of any of the following: (1) any expense or other charge that would otherwise be
included in Airport Infrastructure Charges io the extent the Landlord is reimbursed therefor, net
of costs of collection, by proceeds of any government grant {other than any grant from the City
of Los Angeles), insurance, condemnation award, refund, credit, warranty, or otherwise, (2) any
expense or other charge that is included in Terminal Expenses for the month, (3) any expense or
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other charge that is duplicative of an expense or other charge included in the Landing Fee (but no
expense or other charge included in the Landing Fee shall be deemed duplicative of any expense
or charge that would otherwise be included in Airport Infrastructure Charges to the extent that
the expense or charge relates to the same Capital Improvement and is explicitly allocated in the
books and records of the Landlord between, among other accounts if applicable, the Landing Fee
and Airport Infrastructure Charges), {4) any expense or other charge to the extent paid or
required to be paid from the proceeds of remittances of Passenger Facility Charges, or-(5) any
expense that is included in Terminal Capital Charges for the month, Any Reserve Withdrawals
to the extent directly or indirectly allocable to the Terminal as described in Section 2.8.1, and not
deducted from Terminal Expenses for the month in which the Reserve Withdrawals are made,
shall be deducted from Airport Infrastructure Charges for the calendar month in which the
Reserve Withdrawals are made.

“Adrport Infrastructure Improvement” means, as of any date for which the determination
is made, any Capital Improvement placed in service before or during the calendar month that
includes the date of determination (a) at any location within the Airport other than at the
Terminal or other passenger terminals at the Airport, or (b} outside the Airport and intended to
be used principally in connection with the operations of the Airport (including Capital
Improvements intended as noise and ftraffic mitigation measures, and including Capital
Improvements undertaken in order to satisfy a condition to the construction of other Capital
Improvements within the Airport).

“Apply,” “Applied,” or “Application” mean any instaliation, handling, generation,
storing, treatment, application, use, disposal, discharge, release, manufacture, refinement,
presence, migration, smission, abatement, removal, fransportation, or any other activity of any
type in connection with or involving Hazardous Materials by the Tenant or its officers,
employees, coniractors, assignees, sublessees, agents or invitees.

“Base_Rent” means the rental payable by the Tenant for the use of the Tenant Areas in
monthly installments as provided for in Section 2.1 and 2.2.

“Basic Information Schedule” means the schedule containing certain basic information
and sample calculations relating to this Lease, and attached to this Lease as Schedule 4.

“Board” means the Board of Airport Commissioners of the Department of Airports of the
City of Los Angeles, California.

“Buginess Day” means any day excluding Saturdays, Sundays, and any other day
designated as a holiday under the federal laws of the United States or under the laws of the State
of California or the City of Los Angeles.

“Capital Improvement” means any improvement or item or related group of items that, in
accordance with generally accepted accounting principles consistently applied, is capitalized by
the Landlord and costs in excess of the Capital Improvement Floor Amount.

“Capital Improvement Floor Amount” means such amount, if any, as may be adopted by
the Landlord in its discretlon from time to time for the purposes of keeping the accounting
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records of the Airport, as a threshold below which the cost of items that would otherwise be
treated as investment in capital improvements is instead treated as a current expsnse.

“City Attorney” means the Office of the City Attomey of the City of Los Angeles.
“City Council” means the Los Angeles City Council.

“Coverage Expenses” means, for any calendar month, the amounts deposited by the
Landlord during the calendar month to funds and accounts for debt service reserves and any debt
service coverage requirements under the terms of any Abport Debt Instrument under which
Airport Debt has been issued.

“CPI” means the Consumer Price Index for All Urban Consumers (CPI-U), as published
from time to time by the U.S. Department of Labor, Bureau of Labor Statistics, for the Los
Angeles-Riverside Orange County area, All Items (1982-84 = 100), or, if that index shall cease
to be regularly published, such replacement index (adjusted for any difference in base year and
absolute amount) as shall from time to time be published by the Bureau. If the U.S. Departinent
of Labor ceases to publish such an index, the Landlord will adopt in its place a comparable index
published at the time of the cessation by a responsible financial periodical, if any. If there is no
compatable index published by a responsible financial periodical, the Landlord will adopt any
other comparable index available, and make any adjustments required thereto o reflect the 1982-
84 = 100 base year, In addition, if the method of calculating the consumer price index changes
in any way, for the purposes of this Lease, the CPI shall be determined without giving effect o
the new methods, and the CPI shall continue to be calculated in the manner as of the Rent
Commencement Date. Any adjustments to the CPI (if it is calculated differently) shall be made
by the Landlord, subject to the Tenant’s right to reasonably approve the adjustments.

“CPI Change” means the percentage change in the CPI when comparing (&) the CPI most
recently published on the date that is four calendar months before the earlier of the dates for
which the comparison is being made to (b) the CPI in effect on the date that is four calendar
months before the later of the dates for which the comparison is being made.

“Critical Portion™ means any portion of the Tenant Areas that, if not usable by the Tenant
in its customary manner (taking into account any alternatives proposed by the Landlord) would,
in the Tenant’s reasonable judgment, render the balance of the Tenant Areas insufficient for the
proper and ordinary conduct of the Tenant’s operations.

“Debt_Service” means the amounts due for repayment of principal and interest on
outstanding Airport Debt, including required contributions to a sinking fund for term bonds.

“Demised Premises” means the space (if any) demised for the exclusive use of the Tenant
under this Lease, consisting of approximately the number of square feet of Rentable Area
reflected on the Basic Information Schedule under the heading “Demised Premises”, located in
the Terminal and shown in heavy black outline on the Airport Engineer’s Drawing described on
the Basic Information Schedule under the heading “Demised Premises”, a copy of which is
attached fo this Lease as Exhibit A. :
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“discretion” means sole and absolute discretion; any provision of this Lease referring to
the exercise by the Landlord or the Tenant of its discretion, whether in those words or words of
similar import, shall (unless expressly subject to a different standard) permit the party exercising
its discretion to do so in any manner and for any reasons it chooses, and, to the maximum extent
permitted by law, the exercise of that discretion is not infended to be reviewable by any judicial
or regulatory authority. ‘

“Envirorunental Losses” means all costs and expenses of any kind (including remediation
expenses), damages, fines and penalties incurred in comnection with any violation of and
compliance with Bovironmental Requirements and all losses of any kind attributable to the
diminution of value, loss of use or adverse effects on marketability or use of any portion of the
Demised Premises, the Terminal or the Airport.

“Environmental Requirements” mesns all present and future governmental statutes,
codes, ordinances, regulations, rules, orders, permits, licenses, approvals, authorizations and
other requirements of any kind applicable to Hazardous Materials,

“Excluded Areas” means the Landlord Proprietary Areas, the Retail and Concession
Areas, and any other space in the Terminal that is exclusively occupied by, or explicitly held
available for exclusive occupancy for users of space other than Airline Users, as shown in the
Master Lease Exhibits on file in the office of the Airport Engineer.

“Bxecutive Direcior” means the Executive Director of the Department of Airports of the
City of Los Angeles, California, or his or her designee.

“Hazardous Materials” means any substance (i) that now or in the future is regulated or
governed by, requires investigation or remediation under, or is defined as a hazardous waste,
hazardous substance, extremely hazardous waste, hazardous material, hazardous chemical, toxic
chemical, toxic substance, cancer causing substance, substance that causes reproductive harm,
pollutant or comtaminant under any governmental statute, code, ordinance, regulation, action,
case law, rule or order, and any amendment thereto, including the Comprehensive Environmental
Response Compensation and Liability Act, 42 U.B.C. §9601 efseq., and the Resource
Conservation and Recovery Act, 42 1.5.C. §6901 ef seq., (ii) that is toxic, explosive, corrosive,
flammable, radioactive, carcinogenic, mutagenic, or otherwise hazardous, including aviation
fuel, jet fuel, gasoline, diesel, petroleum hydrocarbons, polychlorinated bipbenyls (PCBs),
asbestos, radon and urea formaldehyde, (iii) the presence of which at the Termina! causes or
threatens to cause a nuisance at the Terminal or adjacent property, or poses or threatens to pose a
hazard to the health or safety of persons on or about the Terminal or adjacent property, or (iv) the
presence of which on adjacent property could constitute a trespass by the Tenant.

“herein”, “hereof”, “hereto”, “hercunder” and similar terms confained in this Lease refer
to this Lease as a whole and not to any particular Section, paragraph or provision of this Lease.

“including” and “include” mean including or include without limiting the generality of
any description preceding that term; for the purposes of this Lease the rule of ginsdem generis
shall not be applicable to limit a general statement, followed by or referable to an enwmeration of
specific matters, to matters similar to the matiers specifically mentioned,
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“Initial Valuation Date” meauns the date as of which the valuation of space in the
Terminal was last established (whether by appraisal or by determination of the Board).

“Insurance Requirements” means all ferms of any insurance policy covering the Tenant
or covering or applicable to the Terminal or any part thereof, all requirements of the issuer of the
policy, and all orders, rules, regulations and other requirements of the National Board of Fire
Underwriters (or any other body exercising similar functions) applicable to or affecting the
Terminal or any part thereof or any use or condition of the Terminal or any part thersof.

“International Joint Use Areas” means the space, if any, in the Terminal, licensed for the
non-exclusive use of the Tenant under this Lease, that is used for federal inspection services
(including sterile corridors, customs areas, baggage service areas, customs baggage claim areas,
cashier areas, interline baggage areas, immigration inspection areas, storage areas, locker areas,
federal inspection service swing areas, conference room areas and registration areas), offices for
federal agencies, restrooms included in or adjacent to the foregoing areas, transit lounge space
and other in-fransit facilities for international passengers (but excluding the Vertical Areas), as
shown in the Master Lease Exhibits on file in the office of the Airport Engineer.

“Landing Fee” means the landing fees and charges payable by the Tenant under the terms
of any operating permit issued by the Landlord and held by the Tenant as an air carrier or as
established by any resolution of the Board.

“Landlord”™ means the City of Los Angeles, acting by and through the Board of Airport
Commissioners of its Department of Airports, in its capacities as the landlord and the licensor
under this Lease.

“Landlord Proprictary Areas” means the space, if any, in the Terminal that is unavailable
for use by the public or Airline Users and is exclusively used for administrative or operational
purposes by employees of the Landlord, as shown in the Master Lease Exhibits on file in the
office of the Airport Engineer.

“Lease” means this Airline Terminal Space Lease and License Agreement and the
-Schedule and Exhibiis hereto, as amended from time fo time.

“Lease Commencement Date™ means the date in Section 1 of this Lease.

“Lease Year” means the fiscal year of the Landlord, which is currently the year beginning
on July 1 and ending on the following June 30, or any other fiscal year as may from time fo time
be adopted by the Landlord.

“Legal Requirements” means all laws, statutes, codes, acts, ordinances, charters, orders,
judgments, decrees, injunctions, rules, regulations, permits, licenses, authorizations, directions
and requirements of all governments, departments, commaissions, boards, courts, authorities,
agencies, officials and officers, foreseen or unforeseen, ordinary or extraordinary, that now or at
any time hereafter may be applicable to the Tenant or {o the Terminal, or to the Airport or any
part thereof,
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“Market Method” means the method adopted for establishing the Rental Rate by
reference to the fair market rental value of the Tenant Areas.

“Passenger Facility Charges” means passenger facility charges required to be collected
by the Tenant and remitted to the Landlord under 14 C.F.R. Part 158 or any similar or successor
Legal Requirement.

“Permitted Amortization” means, for any Qualifying Terminal Capital Improvement and
for any Qualifying Airport Capital Improvement and for any calendar month, the portion of the
Landiord’s cost of the Qualifying Terminal Capital Improvement or Qualifying Airport Capital
Improvement atiributable to the month, based on the method the Landlord shall in its discretion
from time to time adopt for purposes of keeping the accounting records of the Airport,
comprising (a) the portion of the Landlord’s Debt Service that is specific to the Qualifying
Terminal Capital Improvement or Qualifying Airport Capital Improvement and acorues or is
payable during or is otherwise atiributable {0 the month, or (b) if no such specific Debt Service
exists, at such rate of principal amortization and interest as the Landlord shall in its discretion
determine from time to time to fairly reflect the useful life of the Qualifying Terminal Capital
Improvement or Qualifying Airport Capital Improvement and the Landlord’s cost of funds
(whether or not the funds are in fact borrowed) for acquiring or constructing the Qualifying
Terminal Capital Improvement or Qualifying Airport Capital Improvement.

“Person” means a corporation, an association, a partnership, a limited hability company,
an organization, a trust, 2 natural person, a government or political subdivision thereof or a
governinental agency.

“Qualifying Airport Capital Improvement” means any Capital Improvement placed in

service at the Airport {other than at the Terminal or other passenger terminals at the Airport) or
(b} outside the site of the Airport and intended to be used principally in connection with the
operations of the Airport.

“Qualifying Terminal Capital Improvement” means (a) any Capital Improvement (other

than Airline Equipment) placed in service at the Terminal after the Initial Valuation Date, but
only for the balance of the Valuation Cycle in which the item was placed in service and any
future Valuation Year for which the basis of calculating the Rental Rate is the Terminal Capital
Charges Method (unless the Capital Improvement is a replacement of worn out or obsolete
components or equipment with components or equipment of functionality not greater than that
originally achieved by the components or equipment being replaced, in which case the Capital
Improvement will be a Qualifying Terminal Capital Improvement only for any Valuation Year
for which the basis of calculating the Rental Rate is the Terminal Capital Charges Method), and
(b) all Airline Equipment at the Terminal.

“Reimbursernent Rate” means, as of any date of determination, the annual rate of interest
equal to two per cenf per annum in excess of the fixed rate of interest quoted in The Bond Buyer
25 Revenue Bond Index (or, if that index is no longer published, such successor or replacement
index or similar index selected by the Landlord) for fixed rate bonds having a tern remaining to
maturity of one year (with no credit enhancement) and bearing interest that is not excluded from
gross income for federal income tax purposes.
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“Rentable Area” means, when applied to any portion of the Terminal, the rentable floor
area of the portion of the Terminal, as calculated from time to time by the Airport Engineer in
accordance with Section 28.9.

“Rental Rate” means the monthly amount, expressed in U.S. dollars per square foot of
Rentable Area, by which the Base Rent is computed under the terms of Section 2.

“Rent Commencement Date” means the date in Section 1 of this Lease,

“Reserve Deposits” means, for any calendar month, the amounts deposited during the
month to funds and accounts for maintenance and operation reserves and similar expense
reserves under the terms of any Airport Debt Instrument.

“Reserve Withdrawals” means, for any calendar month, the amounts withdrawn during
the month from funds and accounts for maintenance and operation reserves and similar expense
reserves under the terms of any Airport Debt Instrument.

“Retail and Concession Areas” means the space, if any, in the Terminal (a) that is not
included within Landlord Proprietary Areas or occupied by Airline Users and that is exclusively
occupied by, or explicitly held available for exclusive occupancy for, retail shops, restaurants,
concessionaires, and other non-airline users, or (b that is explicitly held available primarly for
the joint use of restaurant and other food-service tenants of the Terminal in the course of their
operations and in accordance with the terms of their leases or occupancy agreements, in each
case as shown in the Master L.ease Exhibits on file in the office of the Airport Engineer.

“Space Use Factor” means, for any calendar month during the Term, the sum of (a) the
Rentable Area of the Demised Premises during the calendar month, and (b) the product of the
Rentable Area of the Airline Joint Use Areas during the calendar month and the Tenant’s Joint
Use Share for the calendar month. For the purposes of computing the Space Use Factor for the
first and last months of the Term: (1) if the Rent Commencement Date is a day other than the
first day of a calendar month, the Rentable Area of the Demised Premises (but not the Rentable
Area of the Airline Joint Use Areas) for the month including the Rent Commencement Date shall
be reduced in proportion to (x) the number of calendar days from and including the Rent
Commencement Date to the end of the month and (y) the numhber of calendar days in the month,
and (2} if the Term ends on a date other than the last day of a calendar month, the Rentable Area
of the Demised Premises (but not the Rentable Area of the Airline Joint Use Areas) for the
month shall be reduced in proportion to (x) the number of calendar days from the first day of the
month to and including the last day of the Term and (y) the number of calendar days in the
month. An estimated calculation of the Space Use Factor for the month including the Rent
Commencement Date (but, for the purpose of illustration only, assuming that the Rent
Commencement Date is the first day of the calendar month) is shown on the Basic Information
Schedule under the heading “Space Use Factor™.

“Stipulated Rate” means the rate of interest per annum equal to the lesser of (a) 20% and
(b} the maximun rate permitied by applicable law.
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“Substantial Destruction™ means damage or destruction to the Tenant Areas (other than a
Taking) as the result of making the Tenant Areas upfit for the Tenant’s normal operations and
resulting from a cause not insured against in the policies of insurance maintained by the Tenant
(and not required to be maintained by the Tenant under the provisions of Section 9.2).

“Taking” means a temporary or permanent taking by a govemment or political
subdivision thereof or by a governmental agency {or by any other Person exercising the power of
condemnation or eminent domain) for public or quasi-public use of all or any part of the
Terminel, or any interest therein or right accruing thereto, including, without limitation, any right
of access thereto existing on the date hereof, as the result of or in lieu of or in anticipation of the
exercise of the right of condemmnation or eminent domain. No recapture by the Landlord of any
portion of the Demised Premises, or exercise by the Landlord of any similar right under the
terms of this Lease, shall constitute a Taking.

“Taking Date” means, in connection with a Taking, the earlier of the date on which title
vests due o the Taking and the date on which possession of the property affected by the Taking
is required to be, or is, delivered to or at the direction of the condemming authority.

“Tariff” means the Los Angeles International Airport Passenger Terminal Tariff adopted
by the Board, as may be amended from time to time.

“Tenant” means the entity specified in the preamble to this Lease as the tenant and
licensee under this Lease, and any permitted assignee from time to time of the leasehold estate
and license created by this Lease.

“Tenant Areas” means the Demised Premises, the Airline Joint Use Areas, and the
International Joint Use Areas.

“Tenant’s Joint Use Share” means, for any calendar month for which the Terminal
Activity Threshold is satisfied during a Lease Year, the percentage equal to the sum of (a) the
percentage reflected on the Basic Information Schedule as the “Airline User Factor” divided by
the number of Airline Users, including the Tenant, for all or any portion of the month, plus
(b) the percentage reflected on the Basic Information Schedule as the “Airline Flight Factor”
multiplied by a fraction, the numerator of which is the aggregaie number of flights operated by
the Tenant arriving at and departing from the Terminal during the month and the denominator of
which is the aggregate number of flights operated by any of the Airline Users (including the
Tenant) arriving al and departing from the Terminal during the month, plus (¢) the percentage
reflected on the Basic Information Schedule as the “Airline Passenger Factor” multiplied by a
fraction, the numerator of which is the number of the passengers using the Terminal during the
month to enplane onto or deplane from any passenger flight operated by the Tenaut, and the
denominator of which is the number of all of the passengers using the Terminal during the month
to enplane onto or deplane from any passenger flight operated by any of the Airline Users,
including the Tenant. For any calendar month during a Lease Year for which the Terminal
Activity Threshold is not satisfied, the Tenant’s Joint Use Share shall be computed in the same
manner, but with the following adjustments: (&) the number of Airline Users for all or any
portion of the month will be deemed to be one greater than the actual number, (b) the aggregate
number of flights operated by any of the Airline Users (including the Tenant) arriving at and
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departing from the Terminal during the month will be deemed to be greater than the actual
number by the number of flights sufficient to carry the smallest number of additional passengers
using the Terminal during the month to enplane onfo or deplane from any passenger flight that
would have been necessary to satisfy the Terminal Activity Threshold for the month (at an
average passenger load equal to the number of all of the passengers using the Terminal during
the month io enplane onto or deplane from any passenger flight operated by any of the Airline
Users, including the Tenant, divided by the actnal aggregate number of flights operated by any of
the Airline Users, including the Tenant, arriving at and departing from the Terminal during the
month), and (¢) the number of all of the passengers using the Terminal during the month to
enplane onto or deplane from any passenger flight operated by any of the Airline Users,
inchuding the Tenant, will be deemed to be the smallest number that would have satisfied the
Terminal Aciivity Threshold for the month. An estimated calculation of the Tenant’s Joint Use
Share as of the Rent Commencement Date (but, for the purpose of illusiration only, assuming
that the Rent Commencement Date is the first day of the calendar month) is shown on the Basic
Information Schedule under the heading “Tenant’s Joint Use Share”.

“Tenant’s Property” means all furniture, furnishings, office equipment, books, records,
office supplies, computers and related equipment, audio-visual equipment, telephone systems
and equipment, art work and rugs installed at or located in the Tenant Areas at the expense of the
Tenant and removable without damage to the Terminal that cannot be readily repaired.

“Tenant’s Special Use Share” means, for any calendar month during the Term, the
percentage represented by the fraction, the numerator of which is the Space Use Factor for the
month and the denominator of which is the positive difference between the Terminal Rentable
Area for the month and the Rentable Area of the Excluded Areas for the month. An estimated
caleulation of the Tenant’s Special Use Share as of the Rent Commencement Date (but, for the
purpose of illustration only, assuming that the Rent Commencement Dhate is the first day of the
calendar month) is shown on the Basic Information Schedule under the heading “Tenant’s
Special Use Share”.

“Tenant’s Use Share” means, for any calendar month during the Term, the percentage
represented by the fraction, the numerator of which is the Space Use Factor for the month and
the denominator of which is the Terminal Rentable Area for the month. An estimated calculation
of the Tenant’s Use Share as of the Rent Commencement Date (but, for the purpose of
illustration only, assuming that the Rent Commencement Date is the first day of the calendar
month) is shown on the Basic Information Schedule under the heading “Tenant’s Use Share”.

“Terminal Activity Threshold” means, for any calendar month during a Lease Year, the
condition that is satisfied if the number of all of the passengers using the Terminal during the
month to enplane onto or deplane from any passenger flight operated by any of the Airline Users,
including the Tenant, is equal to or exceeds: (a) for the months of June, July, and August, the
product of (i) 1,000, (ii) the number of gates in the Terminal during the month, and (iii) the
number of days during the month, and (b) for all other months, the product of (i} 750, (ii) the
munber of gates in the Terminal during the month, and (iii) the number of days during the
month.
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“Terminal Capital Charges” means the Landlord’s cost of acquiring and constructing the
agsets from fime fo time comprising the Terminal (including the underlying land and the
foundation, roof, structure, vertical and horizontal transportation systems, building systems, and
all fixtures and equipment other than Alrline Equipment) including, but not limited to, the cost of
repurchasing or terminating existing leasehold interests and defeasing financings in connection
with such repurchases or termioation, computed as described in Section 2.7.1, without
duplication as of any date of any costs that are included as of that date in the calculation of
Alrport Infrastructore Charges, Terminal Expenses, or Terminal Special Expenses.

“Terminsl Capital Charges Method” means the method adopted for establishing the Base
Rent, as well as the rent charged to other Airline Users of the Terminal, by reference to Terminal
Capital Charges.

“Terminal Common Areas” means the space in the Terminal (other than the Airline
Exclusive Use Areas, the Airline Joint Use Areas, the International Joint Use Areas, the Retail
and Concession Areas, the Landlord Proprietary Areas, and the Vertical Areas) that is used for
lobbies, corridors, Travelers Aid offices, restrooms, custodial facilities, utility closets, and
mechanical rooms, as shown in the Master Lease Exhibits on file in the office of the Airport
Engineer,

“Terminal Expenses” means, without duplication, the aggregate of those costs and
expenses that are incurred or accrued by or on behalf of the Landlord (whether directly or
through independent contractors or otherwise) in respect of the operation, repair, maintenance,
and administration of the Terminal, and of the Airport and directly or indirectly allocable to the
Terminal as described in Section 2.7.1, including the following:

(a) the cost of obtaining or providing gas, oil, steam, water, sewer
charges, electricity and other fuel and wutilities firnished to the Terminal and
utility taxes;

(b)  payments under service contracts for operating, maintaining,
repairing or cleaning the Airport, the Terminal, or any portion thereof

(¢)  payments under service contracts for operating, maintaining or
repairing the Alirport systems or the Terminal systems;

(&)  insurance premiums, including for workers compensation, general
liability, property insurance (including rent abatement and rent loss coverages),
deductibles under any insurance carried for the Airport, but only to the extent paid
or absorbed by the Landlord; '

(e) labor costs (including salaries, wages, bonuses, medical, surpical
and general welfare benefits (including life insurance), pension and union and
general welfare payments and other fringe benefits, severance and sick day
payments and social security and payroll taxes);

(£) the cost of security services at and in connection with the Airport
and its operations;
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(g)  the cost of maintaining, repairing and cleaning elevators and
escalators, elevator cabs, moving sidewalks, roadways and other transportation
systems, lobbies, sidewalks, curbs and other public areas;

{h) interior and exterior landscaping and decoration and signs;

(i) the cost of janitorial and cleaning services, window cleaning, and
frash collection and removal;

() the cost of providing pest extermination services:

(k)  rental payments made under operating leases for personal property

~ used in the operation and maintenance of the Airport;

0 the cost of governmental Heenses and permits, or renewal thereof,
necessary for the operation of the Afrport;

{m)  Permitted Amortization;
{n)  Coverage Expenses;
{0} Reserve Deposits;

(py  accounting fees, attorneys’ fees and the fees of other professionals,
and related expenses and disbursements;

(@  the cost to comply with Legal Requirements at the Airport that are
not Capital Improvements, including any costs or sxpenses for testing, survey,
cleanup, removal, encapsulation or other treatment of Hazardous Materials or
otherwise to comply with any environmental Legal Requirements;

€3] general overhead costs of the administration of the Alrport; and

(s) all other reasonable or necessary expenses in connection with the
operation and maintenance of the Airport;

but specifically excluding, without duplication, all of the following:

(1)  principal of and interest on any indebtedness of the Landlord,
except to the extent of Coverage Expenses and Permitted Amortization for any
Qualifying Terminal Capital Improvement;

(2)  depreciation and amortization, except fo the extent of Permitted
Ameortization for any Qualifying Terminal Capital Improvement;

(3)  the cost of any Capital Improvements, except to the extent of
Coverage Expenses and Permitied Amortization for any Qualifying Terminal
Capital Improvement;
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&) any cost that would otherwise be a Terminal Expense fo the extent
the Landlord is reimbursed therefor, net of costs of collection, by proceeds of any-
government grant (other than any grant from the City of Los Angeles), insurance,
condemnation award, refund, credit, warranty, service contract, or otherwise;

(5) any cest or expense that is duplicative of a cost or expense
included in the Landing Fee (but no cost or expense included in the Landing Fee
shall be deemed duplicative of any cost or expense that would otherwise be
included in Terminal Expenses to the extent that the cost or expense relates to the
same aggregate cost or expense and is explicitly allocated in the books and
records of the Landlord between, among other accounts if applicable, the Landing
Fee and Terminal Expenses);

(6)  any cost or expense fo the extent paid or required to be paid from
the proceeds of remittances of Passenger Facility Charges;

(7y  any cost or expense reimbursed or required to be reimbursed to the
Landlord under the provisions of Section 2.6; and

(8)  any cost or expense that is incurred or acorued in connection with
Airline Equipment. '

Any insurance proceeds or other amounts received by the Landlord in reimbursement for any
item previously included as a Terminal Expense (including in a previous Lease Year), shall be
deducted from Terminal Expenses for the Lease Year in which the proceeds are received. Any
Reserve Withdrawals to the extent directly or indirectly allocable to the Terminal as described in
Section 2.8.1 shall be deducted from Terminal Expenses for the calendar month in which the
Reserve Withdrawals are made. Any payments received by the Landlord for the wse of the
Terminal from itinerant and charter air carriers that are not Airline Users shall be deducted from
Terminal Expenses for the Lease Year in which the payments are received.

“Terminal Rentable Area” means the sum of all of the Rentable Area in the Terminal, as
calculated from time to time by the Airport Engineer in accordance with Section 28.9.

“Terminal Special Expenses” means all costs and expenses that would otherwise be
Terminal Expenses, but that are incurred or accrued for the benefit of Afrlines, including but not
limited to, Airline Equipment. -

“Unavoidable Delays™ means delays due to strikes, acts of God, interruption of services,
enemy action, terrorist acts, ¢ivil commotion, shortages of labor or supply or other similar causes
beyond the reasonable control of the party whose action is required; but lack of funds shall not
be deemed a cause beyond the control of the Tenant.

“Yaluation Cyele” means each of the successive five-year periods beginming with the
Rent Commencement Date and ending on the day preceding each fifth successive anniversary of
the Rent Commencement Date,
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“Valuation Year” means each of the five successive one-year periods beginning with the -
Rent Commencement Date and ending on the day preceding each of the five successive
anniversaries of the Rent Commencement Date.

“Vertical Areas” means stairs, elevator shafts, flues, pipe shafts, vertical ducts, and the
like, and their enclosing walls, serving more than one floor of the Terminal, but does not include
stairs, dumb-waiters, lifts, and the like, exclusively serving the Tenant or any other tenant of the
Terminal occupying space on more than one floor of the Terminal.

28, Miscellanegus.

28.1. Waiver. No provision of this Lease may be waived, discharged or modified
without an instrument in writing, signed by the party against whom enforcement of the waiver,
discharge or modification is sought. No waiver on behalf of the Landlord will be deemed
binding upon the Landlord unless approved in writing as to form by the City Attorney. During
any period in which an Event of Default shall have occurred and be continuing, or during the
existence of any breach of the terms of this Lease that, after the lapse of time or the giving of
notice (or both), would constitute an Event of Default, the Landlord’s acceptance of payments of
Base Rent or additional rent shall not be deemed a waiver of the Event of Default or breach. The
faiture of the Landlord or the Tenant to insist upon the strict performance of any provision of this
Lease shall not be deemed a waiver and shall not bar the Landlord or the Tenant from thereafter
insisting upon strict performance of the provision.

28.2. Surrender. No agreement to accept a surrender of this Lease shall be valid unless
in writing signed by the Landlord.

28.3. Entire Agreement. This Lease and the Settlement Agreement contain the entire
agreement between the Landlord and the Tenant relating to the subject matier hereof,

28.4. Rights Limited by Law. All rights, powers and remedies provided herein may be
exercised only to the extent that the exercise thereof does not violate any applicable provision of
law, and are intended to be limited to the extent necessary so that they will not render this Lease
invalid, illegal, unenforceable or not entitled to be recorded, registered or filed under the
provisions of any applicable law. If any term of this Lease or any application thereof shall be
invalid or unenforceable, the remainder of this Lease and any other application of the term shall
not be affected. '

28.5. Certain Statutes. No provision of this Lease shall be construed to grant or
authorize the granting of an exclusive right within the meaning of Section 308 of the Federal
Aviation Act, 49 U.S.C. 40103(e) and 40107(a)(4) (Public Law 103-272). The Tenant waives
any right or benefit in any way related to the Airport or its operations to which the Tenant would
otherwise be entitled as a result of the Uniform Relocation Assistance and Real Property
Acquisition Policies Act of 1970, 49 U.S.C. 4601, ef seq. (Public Law 91-646), Title 1, Division
7, Chapter 16 of the California Government Code {Sections 7260, ef seq.), or any other Legal
Requirement conferring similar rights and benefits.
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28.6. Approvals. Any approvals or comsents required from or given by the Landlord
under this Lease shall be approvals of the City of Los Angeles Department of Airports acting as
the Landlord, and shall not relate to, constitute a waiver of, supersede or otherwise limit or affect
the rights or prerogatives of the City of Los Angeles as a government, including the right to grant
or deny any permits required for comstruction in the Tenant Areas or maintenance of the
Demised Premises and the right to enact, amend or repeal Legal Requirements, including those
relating to zoning, land use, and building and safety. Any requirement in this Lease that an
approval or consent be not unreasonably withheld shall also be deemed to require that the
approval or consent be not unreasonably delayed. Any other requirement in this Lease that an
approval or consent be obtained shall entitle the party whose approval or consent is required to
withhold the approval or consent in its discretion. No approval or consent on behalf of the
Landiord will be deemed binding upon the Landiord unless approved in writing as to form by th
City Attorney. _ :

28.7, Certain Amendments. If the City Attorney shall determine that any provision of
this Lease is in conflict with any Legal Requirement or that any right otherwise afforded fo the
Tenant under this Lease would (if exercised by the Tenant) result in a violation of any Legal
Requirement, the Landlord may unilaterally amend this Lease to the extent necessary to bring
this Lease into conformity with the Legal Requirement or to resirict the rights otherwise afforded
to the Tenant to the extent necessary to prohibit the conduct that would result in the violation of
the Legal Requirement, by delivering to the Tenant a notice specifying the text of the amendment
and the date on which the amendment will become effective. Together with any notice
amending the terms of this Lease as permitted by the preceding sentence of this Section 28.7, the
Landlord will furnish to the Tenant an opinion of the City Attorey that specifies the conflict and
the narrowest amendment, consistent with the remaining terms of this Lease, that would bring
this Lease, as so amended, info conformity with the Legal Requirement or that would restrict the
rights otherwise afforded to the Tenant to the extent necessary to prohibit the conduct that would
result in the violation of the Legal Requirement. No such amendment will become effective on
fewer than 90 days’ notice to the Tenant, unleds in the opinion of the City Attorney a shorter
period of time is required in order to avoid any civil or criminal penalty. If the City Attorney
shall determine that any policy of the Federal Aviation Administration, the U.S. Department of
Transportation, the U.S, Transportation Security Administration, or any other federal or state
regulatory agency shall have changed on or after the Lease Commencement Date, whether or not
the change shall have the force of law and whether or not the change shall have retroactive
effect, the Landlord may unilaterally amend this Lease to the extent necessary to bring this Lease
into conformity with the revised policy, by delivering to the Tenant a notice specifying the text
of the amendment and the date on which the amendment will become effective. Together with
any notice amending the terms of this Lease as permitted by the immediately preceding sentence
of this Section 28.7, the Landlord will furnish to the Tenant an opinion of the City Attorney that
specifies the change in policy and the narrowest amendment, consistent with the remaining terms
of this Lease, that would bring this Lease, as so amended, into conformity with the new policy.
No such amendment will become effective on fewer than 90 days’ notice 1o the Tenant, unless in
the opinion of the City Attorney a shorter period of time is required in order to avoid any civil or
criminal penalty, By agreeing to this Section 28.7, the Tenant does not waive and the Tenant
hereby retains all of its rights fo challenge the validity of any such Legal Requirement or policy
change.
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28.8. Time Periods. Unless otherwise specified, any reference to “days” in this Lease
shall mean calendar days. Time of performance shall be of the essence of this Lease, provided
that whenever a day is established in this Lease on or by which either the Landlord or the Tenant
is required to perform any action (other than the Tenant’s obligation to make any payment of
money required by this Lease), the time for performance shall be extended by the number of
days (if any) during which the party whose performance is required is prevented from
performing due to Unavoidable Delays.

28.9. Measurements. For the purpose of computing the Tenant’s Use Share, the
Tenant’s Special Use Share, the Space Use Factor, and any other similar quantity relevant to any
provision of this Lease, all measurements of (&) the Demised Premises, (b) the Airline Joint Use
Areas, (¢} the International Joint Use Areas, and (d) any other relevant portion of the Terminal
shall be made (except as required to the contrary by the express terms of this Lease) under
ANSI/BOMA Z65.1-1996 (“Standard for Measuring Floor Area in Office Buildings™) or any
other consistent methods from time to time adopted by the Airport Engineer. Any measurements
of the Terminal Rentable Area or the Rentable Area of any portion of the Terminal shall be
adjusted from time fo time by the Airport Engineer to take into account changes in the
measurements of relevant portions of the Terminal. The Terminal Rentable Area shall be
computed by dedocting from the sum of the gross measuored area of each floor of the Terminal
the gross measured area of the Vertical Areas and the International Joimt Use Areas. The
Rentable Area of any other portion of the Terminal shall be computed by multiplying the usable
area of the portion of the Terminal for which the computation is made by a fraction, the
numerator of which is the Terminal Rentable Area and the denominator of which is the aggregate
usable floor area of the Terminal (including the Airline Exclusive Use Areas, the Airline Joint
Use Areas, and the Excluded Areas), with each quantity required for the computation expressed
in square feet. For the purposes of any computation of area required by this Lease, (a) if the
measurement of any area in the Terminal or of the Terminal Rentable Area changes during any
calendar month, the computation will be made based on the greatest number of square feet
included in the area during the month, (b) the measurement of any area in the Terminal or of the
Terminal Rentable Area will not be affected by the temporary wnavailability of floor area in the
Terminal due to maintenance, repairs, and construction activity in or affecting the Terminal, and
{c) additions to any area in the Terminal or of the Terminal Rentable Area resulting from the
construction of new improvements will not be included in the measurement of any area in the
Terminal or of the Terminal Rentable Area until the new improvements are placed in service.
The computation by the Airport Engineer of any area required by this Lease, and the designation
by the Airport Engineer of any area of the Terminal as Demised Premises, Airline Joint Use
Areas, International Joint Use Arcas, Retail and Concession Areas, Landlord Proprietary Areas,
Excluded Areas, Terminal Common Areas, Vertical Areas, or as any other category of space that
may be relevant for any other purpose of this Lease, shall be deemed conclusive absent manifest
error.  If at any time the Airport Engineer concludes that any computation of floor area
measurement or any designation of area proves to have been incorrect, the Landlord will
promptly disclose the inaccuracy to the Tenant, and the Landlord and the Tenant will promptly
make such paymenis to the other as may be necessary to correct retroactively for the economic
effect of the error,

28.10. Certain Exhibitg and Deliveries. Exhibits to this Lease consisting of provisions of
ordinances and the Administrative Code of the City of Los Angeles are attached to this Lease
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only as a matter of convenience. In the event of a conflict between the Exhibits to this Lease and
the official text of the ordinance or Administrative Code provision, the official text shall govern,
In order to illustrate the computation of the Base Rent and other financial matters relevant to this
Lease, the Landlord has delivered or may deliver to the Tenant sample calculations in written or
electronic form. In the event of a conflict between the sample calculations and the terms of this
Lease, the terms of this Lease shall govern,

28.11. Other Agreements not Affected. The provisions of this Lease shall apply only to
the Demised Premises and. shall not modify in any respect any of the rights or obligations of the
Landlord or the Tenant under any other lease or other agreement between them. Except as
expressly provided in this Lease, no third-party is intended to be a beneficiary of the provisions
of this Lease. :

28.12. Subordination to Government Agreements. The Tenant’s rights and leasehold
estate under this Lease shall be subordinate to the provisions of any existing or future agreement
between the Landlord and the United States relating to the development, operation, or
maintenance of the Airport.

28.13. No Joint Venture. The provisions of this Lease shall not be construed to create a
joint venture or partnership between the Landlord and the Tenant.

28.14. Counterparts. This Lease may be executed in several counterparts, each of which
shall be an original, but all of which together shall constitute a single instroment.

28.15. Captions, ete. The captions, table of contents and cover page of this Lease are for
convenience of reference only and shall not lirnit or otherwise affect the meaning hereof,

28.16. Waiver of Trial bv Jury, The Landlord and the Tenant do hereby waive trial by
jury in any action, proceeding or counterclaim brought by either of them against the other
relating to any matters arising out of or in any way connected with this Lease, the relationship of
the Landiord and the Tenant, the Tenant’s use or occupancy of the Demised Premises, or any
other clatms (except claims for personal injury or property damage) or any other statutory
remedy. - : ‘ ' :

28.17. Survival of Obligations, Unless expressly provided to the contrary, the
obligations of the Landlord and the Tenant hereunder shall survive, to the extent previously
accrued, any termination of this Lease, the expiration of the Term or the exercise by the Landlord
or the Tenant of any of their respective remedies for the breach by the other of the provisions of
this Lease.

28.18. Governing Law. [irespective of the place of execution or performance, this Lease
shall be governed by and construed and enforced in accordance with the laws of the State of
California.

28.19. Interpretation. This Lease shall be construed without regard to any presumption
or other rule requiring construction against the party causing this Lease to be drafted. Any
references in this Lease to a specific Legal Requirement shall be deemed to include a reference
to any similar or successor provision.
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28.20. Successorg and Assigns. The covenants, conditions and agreements contained in
this Lease shall bind and inure to the benefit of the Landlord and the Tenant and their respective
successors and, except as otherwise provided in this Lease, their assigns, and shall run with the
land.

28.21. Atiorneys’ Fees. In any action brought fo enforce the terms of this Lease, the
party substantially prevailing in the action shall be entitled to recover from the other party the
prevailing party’s reasonable expenses of the action (including reasonable attomeys’ fees).

28.22. Authority. Except as expressly provided in this Section 28.22 to the contrary, (a)
the powers of the Landlord under this Lease, including the power to interpret and implement the
provisions of this Lease, have been delegated to and may be exercised by the Executive Director,
and (b} any notice, election, approval or consent that this Lease by its ferms requires or permits
the Landlord to give may be given by the Executive Director, in each case as if exercised or
given by resolution or order of the Board. Without limitation of the authority of the Executive
Director under Sections 1.4.1, 10.2.1, 12.2.1, 12.2.3, 16.2, and 16.3 (after giving effect to the
foregoing provisions of this Section 28.22%, the Executive Director shall have the authority to
bind the Landlord to any amendment of this Lease having the effect of increasing or decreasing
by not more than $150,000 in any Lease Year the amounts payable by the Tenant to the Landlord
under this Lease. The authority of the Executive Director under this Section 28.22 shall not
extend to either of the following actions without the prior approval or later ratification of the
Board: (a) any extension of the Term for a period that, when added to the Term originally
specified in this Lease, exceeds five years, or (b) unless otherwise provided herein, any
amendment of the terms of this Lease if the specific text of this Lease has been presented to and
approved by the City Council of the City of Los Angeles. In taking any action under this Lease,
the Tenant shall be entitled to rely on the authority of the Executive Director as specified in this
Section 28.22.

28.23. Settlement Apgreement. This Lease is being entered into pursuant to the
Settlement Agreement, To the extent that anything in the Settlement Agreement is inconsistent
with the terms of this Lease, the terms of the Settlement Agreement shall govern,

[signature page follows]
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IN WITNESS WHEREOQF, the Landlord and the Tenant have respectively executed this
Lease as of the day and year first above written.

LANDLORD:
APPROVED AS TO FORM: CITY OF LOS ANGELES
Carmen A, Trutanich,
City Attorney By:
Executive Director
Department of Alrports
Date: ‘/{/ 4/ / J 7
By A W
Députy/Assigtant City Attorney
TENANT:

ATTEST:

ALASKA ATRLINES, Iy

By: N By: // CE 2
Title: VT, Legal & Corporate Affairs Title: Vice P resident, Finance &
Corporate Secretary Chief Financial Officer
F
[Corporate Seal] /5//{/

ALASKA AIRLINES TERMINAL 6 LEASE SIGNATURE PAGE-
2761



SCHEDULE 1

The projecied costs in the following attachments are based on information
available at the time of the Execution Date and has no relevance to the rates and charges
calculation.



Schedule 1 - Attuchment A

Summary of Proposed Terminal 6 Renovations

Description

Prejected Cost

Scope Component

1. Relocations

2. Baggage Systems
3. Satellite Renovation

Satellite Extension
Renovation

Common Use Systems

Alirport of the Future

The relocation of airlines and other tenants to
enable the renovations to Terminal 6.

The installation of a new outbound baggage
systein, including curbside and ticket counter
conveyors, inline screening, baggage sortation
and baggage make-up devices, Also includes
replacing/reconfiguring inbound conveyors and
the recheck conveyors in the T6/7 F1S.

The renovation of the Satellite holdrooms
areas, including new ceilings, HVAC systems,
lighting, column covers, flooring, seating,
millwork and finishes. Passenger boarding
bridges will be replaced and refurbished.

The rencvation of the Satellite Extension
holdrooms areas, including new ceilings,
HVAC systems, lighting, column covers,
flooring, seating, millwork and finishes.
Passenger boarding bridges will be refurbished.
The sterile corridor will be extended to connect
all gates to the FIS,

The installation of common use passenger
processing systems, flight information displays
and paging. This includes agent workstations,
dynamic signage, telephone systems and self-
service kiosks at ticketing and gates. Flight
information displays will be installed
throughout the terminal. Paging will be
installed at all renovated areas.

The expansion of the west ticket lobby for
Alaska’s proprietary Airport of the Future.
This includes a partial new building envelope,
mechanical, electrical, plumbing and fire
protection systems and finishes. New ticketing
millwork and equipment will be installed
within the expanded building.

$12,682,371

$61,996,138

'$29,443,970

. $36,129,983

$23,792,420

$19,477,332
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Schedule 1 - Attachment A
Summary of Proposed Terminal 6 Renovations

Scope Component Description Projected Cost

7. Security Screening The expansion of the existing security $29,513,805
Checkpoint Expansion  screening checkpoint from six to eight lanes,
meeting all current TSA standards. This
includes expanding the concourse level for
both the screening area and passenger queuing
and installing a new elevator and escalator to
access the new checkpoint from the west ticket
lobby. Also included is replacement of the
HVAC systern that supparts the existing
checkpoint area.

8. Arrivals Level The renovation of the arrivals level, including a $22,024,272
new ceiling system, new baggage service
offices and finishes. Also includes the
renovation of the passenger tunnel for arriving
passengers.

9. Alaska Renovations The creation of consolidated support space for - $27,774,984
Alaska’s operation, including leased space at
both ticketing and the ramp level. Also the
construction of the Board Room on the
mezzanine level of the Satellite.

10, LAWA Escalator Planned escalator replacements in Terminal 6 $8,083,065
Program by LAWA have been incorporated into
Alaska’s project. Alaska is handling the
preparatory work to enable LAWA. to install
the equipment.

TOTAL $270,918,340

Footnote: In addition to the scope component category budgets identified in Attachments B, C,
& D, and the Relocation Costs of approximately $12.7 million, funding of approximately $17.9
million is anticipated from the TSA4 for components of the Inline Checked Baggage Inspection
System. The TSA funding will be processed through the Reimbursement Agreement between
LAWA and Alaska for pass through of TSA funds from LAWA to Alaska for approved costs
associated with the design and construction of an Inline CBIS in Terminal 6 at LAX (See
Schedule I - Attachment E).
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Schedule 1 — Aftachment B
Alaska Renovations

In general, the Alaska Renovations are the improvements that are:

(3)  Branded,

(b)  Unigue to ALASKA’s specific operational needs, such that it is not
reasonable to assume that another airline could use the improvement
without modification.

() Spectalty lighting, finishes and other architectural elements specifically
selected by ALASKA.

(dy  Interior construction of all exclusive lease spaces.

Specifically, the Alaska Renovations include, but are not limited to:

Scope Component Ystimated Cost

1.

Satellite Proprietary Gate Equipment
Battery chargers for proprietary gate equipment.

Satellite Extension Proprietary Gate Equipment
Battery chargers for proprietary gate equipment.

Telephone - AS Proprietary Equipment
Handsets for use with the terminal-wide telephone system.

Proprietary AS Agent Podiums, Scale Units, Finishes at Pods

All agent podiums and millwork, scale belts, self-check-in kiosks and
displays at Alaska’s ticketing positions and curbside check-in area. All
branded signage and displays.

Airport of the Future Support Space — Propristary
All interior construction of the new demised premises.

Alaska Board Room — Proprietary
All interior construction for the new Board Room on the mezzanine.

7. Alaska Support Space — Proprietary
All interior construction of the new demised premises.
8. Relocation of Alaska
The relocation of Alaska and all of its furnishings, equipment and
belongings from Terminal 3 to Terminal 6.
Total \ $18,606,322
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Schedule I - Atfachment C
T6 Airline Renovations

In general, Airline Renovations are improvements that are:

{a) Usable by any airline operating in Terminal 6.

(b  To the parts of the building classified as “airline.”

(¢)  In cases of base building infrastructure, the portion of the improvement
allocated to the Alrline cost center based on the ratio of Airline to Public
space in Terminal 6.

The specific components are listed below.

Scope Component Estimated Cost

1. Baggage Make-up System 58,511,284
New baggage sortation and make-up conveyor system.

2. Primary Power $1,945,360
New primary power system to support the new baggage systems.

3. Satellite Loading Bridges, PC Air, 400Hz $2,642.437
Refurbished passenger loading bridge, PC air and 400HZ at gate 67A,
New passenger loading bridge, PC air and 400HZ at gate 65.

4. Satellite Extension Renovation (includes items listed below) $11,184212

a. General Renovation
All work associated with the renovation of the Satellite Extension,
defined as the upper level concourse area supporting gates 66, 678,
68A, 688, 69A and 69B.

b, Airline Common Use Agent Podiums, Millwork, Seating
Common use agent podinms, millwork and seating for gates 66,
67B, 68A, 69A and 69B.

¢. Satellite Extension Loading Bridges, PC Air, 400Hz
Refurbished passenger loading bridges, PC air and 400HZ at gate
67B and 68A. New passenger loading bridge, PC air and 400HZ at
gate 66.

5. Sterile Corridor & Cameras $15,699.222
The extension of the sterile corridor to aliow for access to the FIS from
gates 678 and 69A.

6. Premise Wiring Backbone $2,790,018
The wiring, conduit, equipment rooms and equipment for the
distribution and networking of telecommunications devices, computers,
display devices, paging stations, security cameras and other
networkable devices in the terminal.
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Schedule 1 — Attachment C
T6 Alrline Renovations

LScope Component

Hstimated Cost

10.

7. Connector HVAC Replacement

Replacement of the air handling unit that supplies HVAC to the
Satellite Connector area of the concourse., Includes all associated
electrical, ductwork, plumbing and ceiling work.

FIS Recheck Lobby Modifications
Modifications to the existing recheck lobby in the Terminal 6/7 FIS to
allow for use by multiple airlines.

Fire Alarm Upgrade
Replacement of existing fire alarm contro] system.

All Other Scope (includes items listed below)

a.

Inline Screening Systemn

New inline baggage screening system, built to corrent TSA
standards to support all activity in Terminal 6. Estimated cost is
net of anticipated TSA reimbursement.

All Other Outbound and Inbound Systems

Ali outbound baggage conveyors to feed the new Inline Screening
System, including ticket counter and curbside conveyors. New and
reconfigured inbound baggage conveyors feeding the existing
claim devices.

FIS Recheck System
Reconfigured baggage conveyors in the Terminal 6/7 FIS
passenger recheck area,

. Satellite General Renovation

All work associated with the renovation of the Satellite, defined as
the concourse area supporting gates 64, 65, 66A and 67A.

Satellite Airline Common Use Agent Podiums, Millwork, Seating
Common use agent podiums, millwork and seating for gates 64, 65,
66A and 67A.

Common Use Passenger Processing

Installation of equipment to provide common use passenger
processing capabilities at gates 64, 65, 66, 674, 678, 684, 68B,
69A and 698 and the ticket counters on west side of the terminal,
including computer hardware and display devices.

FIDS
New terminal wide common flight information display system.

Paging
New terminal wide audio and visual paging system.

$1,948,470

$1,742,187

$436,428

395,448,889
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Schedule 1 — Attachment C
T6 Airline Renovations

Scope Component

Estimated Cost

i

Telephone - Base System
New terminal wide voice over [P telephone system to support the
common use facilities.

j. Building Expansion, General Renovation
Renovation and expansion of the west ticket lobby.

k. Security Screening Checkpoint Expansion General Renovation
Expansion of the building to accommodate the expanded security
screening checkpoint and associated queuning areas. Includes all
interior improvements for the expanded checkpoint and a new
escalator and elevator, ‘

. Arrivals Level General Renovation
Renovations to the public areas on the arrivals level, including the
renovation of the passenger tunnel.

m. Board Room - Building Shell Improvements
New passenger elevator and egress stairs, exterior glazing and
utility feeds to enable the construction of the new Board Room.

n. Support Space - Creation of Space/Shell
Demolition of existing demised premises, replacement/repair of
exterior wall systems and utility feeds to enable the construction of
new demised premises.

0. Support Space - Consortium Operations
Construction of demised premises for the airline consortium that
will operate and maintain the baggage handling system, common
use systems and passenger loading bridges.

p. FIS Escalators
Enabling work to support the installation of replacement FIS
escalators by LAWA’s contractor,

q. Al Others Escalators
Enabling work to support the installation of replacement escalators
throughout Terminal 6 by LAWA’s coniractor.

Total $143,778,833
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Schedule 1 ~ Attachment D
T6 Terminal Renovations

In general, Terminal Renovations are the improvements that are:

(a)  Expansion of the overall building footprint and envelope,

(by  To the public areas of the bujlding.

() In cases of base building infrastructure, the portion of the improvement
allocated to the Public cost center based on the ratio of Airline to Public
space in Terminal 6.

The specific components are listed below,

Scope Component Estimated Cost

1. Primary Power $2,377,663
New primary power system to support the new baggage systems.

2. Satellite Extension General Renovation $9,140,612
All work associated with the renovation of the Satellite Extension,
defined as the upper level concourse area supporting gates 66, 678,
684, 68B, 69A and 69B.

3. Premise Wiring Backbone $3,410,022
The wiring, conduit, equipment rooms and equipment for the
distribution and networking of telecommunications devices,
computers, display devices, paging stations, security cameras and other
networkable devices in the terminal.

4, Connector HVAC Replacement $2,381,464
Replacement of the air handling unit that supplies HVAC to the .
Satellite Connector area of the concourse. Includes all associated
electrical, ductwork, plumbing and ceiling work.

5. Fire Alarm Upgrade $533,412
Replacement of existing fire alarm control system. :

6. Al Other Scope (includes items listed below) 560,080,062

a. Satellite General Renovation
All work associated with the renovation of the Satellite, defined as
the concourse area supporting gates 64, 65, 66A and 67A.

b. Paging
New terminal wide audio and visual paging system.

c. Airport of the Future Building Expansion, General Renovation
Renovation and expansion of the west ticket lobby.
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Schedule T - Aftachment D
Té Terminal Renovations

Seope Component Estimated Ceost

d.

Security Screening Checkpoint Expansion General Renovation
Expansion of the building to accommodate the expanded security
screening checkpoint and associated queuning areas. Includes all
interior improvements for the expanded checkpoint and a new
escalator and elevator.

Arrivals Level General Renovation
Renovations to the public areas on the arrivals level, including the
renovation of the passenger tunnel.

Alaska Board Room - Building Shell Improvements
New passenger elevator and egress stairs, exterior glazing and
utility feeds 1o enable the construction of the new Board Room.

Alaska Support Space - Creation of Space/Shell

Demolition of existing demised premises, replacement/repair of
exterior wall systems and utility feeds to enable the construction of
new demised premises.

All Others Escalators
Enabling work to support the installation of replacement escalators
throughout Terminal 6 by LAWA’s coniractor.

Total

$77,923,234
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gchedule 1 - Attachment B

AGREEMENT BETWEEN THE CITY OF LOS ANGELES AND ALASKA AIRLINES,
INC. FOR REIMBURSEMENT OF COSTS ASSOCIATED WITH THE DESIGN AND
CONSTRUCTION OF THE SECURITY PROGRAM IN-LINE BAGGAGE SCREENING
SYSTEMS FOR TERMINAL 6 AT LOS ANGELES INTERNATIONAL AIRPORT

THIS REIMBURSEMENT AGREEMENT (this “Agreement”) is made and entered into
this _ day of , 20, by and betwsen the CITY OF LOS ANGELES, a
municipal corporation, (“City”} acting by order of and through its Board of Airport
Commissioners (“Board”) and ALASKA AJRLINES, INC. (“ALASKA”), in the CITY OF
LOS ANGELES.

RECITALS

WHEREAS, the City is the owner of Los Angeles International Airport {the “Airport™),
and operates the same through its Department of Airports (“LAWA”) for the promotion,
accommodation and development of air commerce and air transportation;

WHEREAS Alaska occupies certain areas in Terminal 6 pursnant to the tariff, and the
City is negotiating a lease of portions of Terminal 6 to ALASKA as the master fenant;

WHEREAS, ALASKA has requested permission to implement the Security Program In-
Line Baggage Screening System Terminal 6 Project at the Airport as more particularly described
in Section 2.1 of this Agreement (the “Project”);

WHEREAS, the Project will involve the design and construction of a Checked Baggage
Inspection System (“CBIS”) solution in Terminai 6,

WHEREAS, the objective of the Project is o enhance the baggage screening capabilities
and throughput;

WHEREAS, ALASKA has agreed to design and construct the Project at its own expense;

WHEREAS, ALASKA has the expertise, ability, and resources to implement the design
and construction of the Project under the terms and conditions set forth herein;

WHERAS, the City and the United States Department of Homeland Security
Transportation Security Administration (the “TSA™) entered into (i) an Other Transaction
Agreement (HSTS04-09-H-CT124901.AA-8470)(the “OTA™ on January 12, 2009 attached
hereto as Exhibit A and incorporated by reference into this Agreement for the partial funding of
architecture and engineering services to produce designs for the inline CBIS solutions for
Terminals 1, 2, 4, 6, 7 and 8, and (ii) a Memorandum of Agreement (HSTS04-10-H-
CT1022)(LAA-8520)(the “MOA™) on February 4, 2019, attached hereto as Exhibit B and
incorporated by reference into this Agreement for the partial funding of the design, engineering
and constraction related services for the in-line CBIS solutions in Terminals 1, 2, 4, 6, 7 and §;
and
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WHEREAS, under this Agreement, the City intends to reimburse ALASKA for its
expenses of the Project including design and construction management in addition to
construction costs (such expenses, “Project Expenses™) to the extent that such Project Expenses
are recovered by the City from the TSA through the MOA and the OTA.

NOW THEREFORE, in consideration of the terms, covenants, and conditions hereinafer
contained to be kept and performed by the respective parties hereto, IT IS MUTUALLY
AGREED AS FOLLOWS:

Section 1. Section Headings. The ssction headings appearing berein shall not be
deemed to govern, Hinit, modify or in any manner affect the scope, meaning or intent of the
provisions of this Agreement.

Section 2. Scope of Work.

2.} The Project will consist of the modification and construction fo be made to
Alrport’s terminal infrastructure and the baggage conveyor system in order to install an in-line
CBIS solufion in Terminal 6, including all testing to satisfy the TSA requirements and
certifications. The scope of work under this Agreement will include, but not be limited to, the
design and construction of baggage conveyor components, facility demolition, mechanical,
plumbing, electrical, structural, and telecommunications infrastructure to allow for the
installation of an explosive detection system (“EDS”) machine and Explosive Trace Detection
(“ETD"”) equipment within the baggage screening matriz{s), Checked Baggage Resolution Area,
remote mulfiplexed On-Screen Resolution Room, a CBIS control room, the installation of
hardware and software for use with an in-line baggage screening application, and all testing to
satisfy TSA requirements and certifications (such work, the “Work™).

22  All Work perforrsed by ALASKA pursuant to this Agresment shall be
accomplished in accordance with design(s) approved by the TSA in accordance with the latest
published TSA Planning Guidelines and Design Standards (the “PGDS”), the City of Los
Angeles Department of Building and Safety requirements, LAWA’s construction approval
process and the City’s Airport Building Standards and Criteria. The Work shall be in accordance
with the PGDS (uunless the TSA grants specific variances) and approved by the TSA.

23 ALASKA will (i) procure engineering and design services, as well as the
associated construction and baggage handling system confractors to undertake the Work, (ii)
assume costs incurred over the amount associated with ALASKA’s expenses and subsequently
recovered by the City from the TSA pursuant to the OTA with respect to the design portion of
the Work (such portion, the “Design Work™) and the MOA with respect to the construction
portion of the Work (such portion, the “Construction Work™), (ifi) obtain all necessary Heenses,
insurance, permits and approvals, and (iv) agree to. all “Project Manager” responsibilities,
deliverables and related obligations described in the OTA with respect to the Design Work and
the MOA with respect to the Construction Work including but not limited to the following:

Responsibilifies
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1.

ALASKA, acting through such contractors/consuitants as it may use, will provide the
engineering and design services, as well as the associated construction and baggage
handling system contractors to undertake the Work. ALASKA will provide oversight
of such comractors to ensure the Work is completed pursuant to the requirements of
the TSA and the MOA and the OTA and within the prescribed costs of the MOA and
the OTA and schedule approved by the TSA.

With respect to the Design Work: Submit monthly progress status reports and other
required TSA documentation to the City for processing to the TSA Project Manager
and the TSA Contracting Officer identified in Article VIII — Authorized
Representatives of the OTA. The monthly report should provide an executive
summary of work performed to date, schedule and expenditure updates, and identify
the events to occur within the next 90 days, identify ALASKA and its key
confractor/consultant points of contact and use an earned valie managemerit approach
to identify the cost and schedule variance incurred against work performance
completed to date, :

With respect to the Congstruction Work: Submit monthly milestone and project
progress status reports by the 10™ of each month to the TSA Project Manager, the TSA
Contracted Site Lead, and the TSA Contracting Officer as identified in the MOA.
Specific requirements for the content of the monthly project status report are identified
in Appendix D of the MOA.

Deliverables

The following deliverables are requiréd to be submitted by ALASKA ag applicable to the

Design Work:

ftem Submitied To: Frequency or Due Date
Dasign: Alternative Analysis TSA Project Manager Per the approved schedule
Schematic, 30%, 70% 100% City
Master Schedile and detailed TSA Project Manager Within 30 days of the Agreement
Estimate of Costs to include TSA Contracting Gfficer (CO) signing., Updated on a monthly
Design Work Milestones TSA Contracted Site Lead basis with monthly report as

City project is underway.

Breakout of cost based on an TSA. Project Manager ALASKA to provide upon

established Schedule of Values

TS A Coniracting QOfficer {(CO)

issuing Notice to Proceed to

for Design Work - TSA. Comiracted Site Lead Contractor and whenever Change
City Orders are issued

Design Contracts including any | TSA Project Manager Upon Award by ALASKA.

subsequent Change Orders TSACO
TSA Contracted Site Lead

Monthly Project Report (Current | TSA Project Manager Monthly. Electronic submission

and forecasted for the next TSA CO as well as hard copies.

period’s tasks) T84 Contracted Site Lead

e Tasks completed City

# Schedule

ALASEA AIRLINES, BNC.

Design end Construction Retmbursernont A graement

TY #270330




o Budpet and actual costs
spent to date

¢ Cost variance

o Schedule variance

e  Variance analysis data in
excess of 10%

e Identify tasks for next 20
days

Final invoice for Design Work

TSA Project Manager
TSACO

The following deliverables are required to be submitted by ALASKA as applicable to the

Construction Work:

ftem Submitted To: Freguency or Due Date
Resource Loaded Master TSA Project Manager Within 30 days of the Agreement
Schedule and Cost Estimate to TSA Contracting Officer (CO} signing. Updated on a monthiy
include Project Milestones TSA Contracted Site Lead basis with monthly report as
{Consiruction} City project is underway,
Schedule of Valuoes TSA Project Manager ALASKA to provide upon
{Construction, Baggage Handling | TSA Contracting Officer (CO) execution of contracts and
Contract) TSA Contracted Site Lead issuing Nofice to Proceed fo the

City Contractor

Monthly Milestone and Project City Monthly. Electronic submission

Report

as well as hard copies,

Disadvantaged Business
Eaterprise Utilization Cost
Report for all coniracts awarded
to small business firms

TSA Small Business Coordinator
City

March 31 and September 30

Construction

Mechanical and electrical shop TSA Project Manager Upon completion by the BIIS
drawings for concwrence with TSA Coniracied Site Lead conitractor

reviewed design submnittal City ‘

Contract addenda, change arder | TSA Project Manager Upon review and concurrence by
requests, requests for information | TSA Contracted Site Lead the City of a possible deviation
or clarification City from the reviewed design

Close Qut Process

Close Out Process — Correction
of testing deficiencies

Close Out Report submitted to
T8 A Project Manager and TSA

Initiated after TSA completion of
system certification testing and

Contracted Site Lead deficiencies have been corrected
City
PLC code of the CBIS in TSA Project Manager Mo later than 30 days afler
electronic format City commissioning of system(s)
As build drawings in electronic TSA Project Manager No later than 30 days afier 30~
format, .dwg (AutoCAD) or City day operational run-in period
comparable format
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Overview of drawings of the TSA Project Manager 30 days after 30-day operational
Matrix/Node, Resolution Room, { Cify run-in period
OS8R Roosn as applicable, .dwg
{AuteCALY) or comparable
format
Final Invoice TSA Project Manager No later than %0 days after final
TSA CO sign-off of system by TSA OST,
City following successful operational
run-in period and start of live bag
sereening
Release of payment/liens from TSA Project manager
seneral confractor and sub- TSACO
contractor City
CBIS changes after See Post Commissioning
commissioning Requirements in MOA

2.4 ALASKA will establish and provide to the City and the TSA milestones for the
Work that will allow objective measurement of progress toward completion of the Project
{“Project Milestones™), With respect to the Design Work, Project Milestones will be provided
to the City and the TSA within 30 days afier execution of this Agreement. With respect to the
Construction Work, Project Milestones for the major phases of the Project (planning,
procurement, project execution) will be provided to the City and TSA within 90 days after
gxecution of this Agreement or the applicable Nofice to Proceed. The City and the TSA
maintain the right to identify additional milestones to be tracked.

Section 3. Term. This Agreement shall commence upon the City’s issuance of
Notice to Proceed with the Work and shall expire no later than three (3) years thereafter; subject,
however, to earlier termination as otherwise provided in this Agreement.

Section 4. Reimbursement.

4.1,  The City shall reimburse ALASKA for all allowable, allocable and reasonable
costs associated with the Work to the extent in which the City reccives reimbursement on
ALASKA’s behalf from the TSA pursuant to the terms and conditions of the OTA and the MOA.
In no event will the City reimburse ALASKA under this Apreement in excess of the amount the
City receives for ALASKA’s expenditures from the TSA pursuant to the OTA or the MOA.
However, nothing herein shall be construed to prohibit any other reimbursement pursuant to any
other agreement, if any, between City and ALASKA.

4.2,  TSA and the City will determine allowable and allocable costs in accordance with
the OMB Circular A-87 “Cost Principles for State, Local and Indian Tribal Governments” in
effect on the effective date of the OTA or the MOA as applicable (the “OMB Circular”), unless
otherwise agreed by the City and the TSA in a modification in accordance with Section 15 of this
Agreement and the OTA or the MOA. The City will reimburse ALASKA based upon the actual
amount received from the TSA through the MOA or the OTA based upon ALASKA's submitted
cost and expenditures, ALASKA shall submit actual expense for the Work, supported by
invoices and other documentation to the City in accordance with Section 5. The parties agree
that all costs in excess of the amount reimbursed by the TSA under the OTA with respect to he
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Design Work and the MOA with respect to the Construction Work for services rendered, as well
as any costs that are inconsistent with the OMB Circular shall be borne solely by ALASKA
unless otherwise agreed by the City in a modification in accordance with Section 15 of this
Agreement. Should the TSA reimbursement amount for ALASKA services represent more than
seventy-five percent (75%) with respect to the Design Work, and seventy-five percent (75%)
with respect to the Construction Work, of the fotal, final allowable and allocable, and reasonable
costs as determined by the TSA, and a refund be demanded by the TSA, then ALASKA will
refund the difference to the City for reimbursement to the TSA.

4.3 The costs for the Work for which the TSA and ultimately the City will reimburse
ALASKA are for those costs associated with the Work and allowed under the OTA or the MOA
as applicable— as defined in the most current PGDS,

4.4 Other reimbursement limitations are as follows:

(1)  The ceiling for reimbursement of design costs is limited to 8% of the initial
Project cost;

(2)  The ceiling for reimbursement of the program management costs pursuant to the
MOA is limited to 4% of the initial Project cost; and

(3)  The eligible reimbursable and non-reimbursable costs associated with the Work is
identified in the OTA with respect to the Design Work and the MOA. with respect
to the Construction Work.

Section 5. Payment.

5.1  Submission of documentation to the City shall be sufficient to obtain
reimbursement from the TSA pursvant to the OTA with respect to the Work and the MOA with
respect to the Construction Work., ALASKA shall promptly provide any additional
documentation required by the TSA for support of its expenditures and associated reimbursement
request.

5.2 ALASKA intends to submit expenditures for the Work, i.e,, invoices, proof of
payment and other documentation, to the City on 2 monthly basis for submission to the TSA for
payment. The City intends to forward such submissions to the TSA, together with any
documentation reguired by the TSA from the City, within thirty (30) days afier receipt from
ALASKA, and the City shall diligently pursue obtaining all payments to which the City and
ALASKA are due. Upon reimbursement of funds from the TSA pursuant fo the OTA with
respect to the Design Work and the MOA with respect to the Construction Work for ALASKA’s
expenditures, the City shall remit such funds to ALASKA within thirty (30) days.

53  Interest charges are not eligible for reimbursement.

5.4.  The City shall not be required to seek payment from the TSA for Work deemed
unsatisfactory by the TSA.
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5.5. Ataminimum ALASKA shall include with each submittal to the City for each
reguest for reimbursement:

(1)  Agreement number;

(2y  Reimbursement number and date;

{3y  Complete business pame and remitiance address;

(4)  Point of contact with address, telephone, fax and e-mail address contact
information;

(5)  Tax identification number;

{6y  Dollar amount of reimabursement being requested, including the total
amount of reimbursement to date;

(7)  Signature of ALASKA’s authorized representative and the following
certification language: “This is to certify that the services set forth herein

‘were performed during the period stated and that the incurred costs billed

were actually expended for the Project.”; and

{8)  Supporting information for reimbursement requests subimitted under this
Section 5.5 (the “Suppert Documentation™); :

The Support Documentation pursuant to Section 5.5(8) shall confain at minimum
the following items:

(1)  An execuilve summary project overview and work completed during
' current reimbursement period;

(2) A summary spreadsheet providing a categorized breakdown of the amount
invoiced,

(3)  Spreadsheet detailing the invoices and amounts submitted, including the
identification of contractor/consultant, individual invoice numbers,
amounts and coding and grand totals;

(4)  Signed, approved and legible copies of each individual
contractor’s/consultant’s invoice to include schedule of values (i.e. AIA
702/03) or statements of work;

- copies of contracts over $1 Million and change orders that provide
support for the actual work being invoiced

- vendor and subcontractor invoices with specific details about services
provided, as required

- sub-consultant information showing employees name, rates of pay,
dates and hours worked, as required

- rationale for all allocations or unusual calculations or assumptions

- Proof of delivery of the equipment to the project sponsor;

(5y  Copies of subcontractors’ invoices if listed on a prime contractor’s invoice
as a single amount (copies of timesheets and detailed backup may be
required by the TSA if descriptions are not clear and specific);

(6)  Proof of payment by ALASKA for each invoice in the form of copies of
checks/warrants, bank wire transfers, or accounting system transactions;

(7 Any other documentation as may be necessary or required to obtain TSA
reimbursement of ALASKA's expenditures pursvant to the MOA; and
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(8)  The final closeout request for relmbursement should include proof that all
required deliverables have been provided.

5.7  Upon termination of this Agreement by the City in accordance with Section 16
hereof, ALLASKA shall in reasonable time submit to the City all costs incurred and supporting
documentation associated with the Work up to the date of the termination. The City shall
diligently and in good faith seek and obtain reimbursement from the TSA for ALASKA’s
expenditures associated with the Work and, within thirty (30) days after receipt from the TSA,
pay ALASKA for all reimbursement amounts received from the TSA.

Section 6.  Acceptance and Retention. With respect to the Design Work, the TSA
will retain ten percent (10%) of each approved 75% reimbursement payment pursuant to the
OTA until the completion of the Design Work, With respect to the Construction Work, the TSA
will retain ten percent (10%) of each approved 75% reimbursement payment pursuant to the
MOA. until the completion of the Construction Work. Upon the completion and approval by the
City and TSA of the Design Work and the Construction Work, and upon receipt from ALASKA
of a request for final payment in a form required by the TSA, the City will promptly submit such
request for final payment to the TSA. Upon receipt of ALASKA’s portion of such retainage by
the City, the City shall within thirty (30) days remit such amount to ALASKA.

Section 7, Funding and Limitations.

7.1 The City will provide payment to ALASKA in an amount obtained from the TSA
pursuant to the MOA or the OTA, as applicable, for ALASKA's work and expenditures
associated with this Agreement.  Pursuant to the OTA, funds have been obligated and made
available for payment for architecture and engineering services to produce designs for the in-line
CBIS solutions at LAX Terminals 1, 2, 4, 6, 7 and 8. Pursuant to the MOA, funds have been

- obligated and made available for payment for design and construction management in addition to
construction costs for the in-line CBIS solutions at LAX Terminals 1, 2, 4, 6, 7and 8,

7.2 The City’s Hability to make payments to ALASKA is limited to the amount of
funds obligated, available and obtained from the TSA for payment hereunder and pursuant to the
MOA or the OTA, as applicable, inclnding written modifications to this Agreement.

7.3 Under no circumstances will the City be responsible to reimburse ALASKA for
profit or the general costs of ALASKA. ALASKA may recover the allowable direct costs of
ALASKA personnel performing work necessary under this Agreement, as well as, the allowable
and allocable costs of ALASKA and contractors hired by ALASKA to perform the necessary
work under this Agreement. The City will not be responsible for costs incurred by ALASKA, its
confractors or agents for work not in compliance with the TSA requirements in this Agreement.
The City has the right to recoup any payments made to ALASKA if the City or TSA determines
that the reimbursement invoices and associated payment exceed the actual costs incurred, or if
the work deviates from the TSA approved design requirements for the Project pursuant to the
OTA and the MOA.
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7.4 Inthe event (i} the City agrees with ALASKA to reimburse more than 75% of the
allowable, allocable, and reasonable costs for work; and (ii) there is remaining funding available
under the MOA after completion of the CBIS projects at LAX;; and (iii) the City secks a higher
reimbursement percentage for in-line baggage screening systems project at LAX pursuant to the
MOA, then the City shall use its reasonable best efforts to seek from the TSA the higher
reimbursement percentage for ALASKA’s Work; provided, however, that the City’s obligation
to ALASKA under this Section 7.4 is (A) contingent upon the TSA providing reimbursement to
the City on ALASKA’s behalf at such higher reimbursement percentage and (B) limited to the
reimbursement amount that the City actually receives on behalf of ALASKA from the TSA
under the MOA.

Section 8.  Warranty. ALASKA warrants that the services provided herein shall
conform to the highest professional standards pertinent to respective industry, ALASKA
warrants that all materials and equipment furnished purswant to this Agreement will be new and
of good quality unless otherwise specified, and that all workmanship will be of good quality, free
from faults and defects and in conformance with the design documents approved by the TSA and
the City of Los Angeles Department of Building and Safety,

Section 9, ALASKA’s Responsibilities.

9.1  The Work costs for which the TSA and ultimately the City will reimburse
ALASKA are for those costs associated with the Work for the Project and allowed under the
MOA and the OTA. ALASKA shall pay all appropriate costs associated with the Work,
including, but not limited to, the City’s required insurance fypes and amounts, security, permits
and fees. All such costs will be reimbursed by the City to ALASKA 1o the extent that those costs
are reimbursed to the City by the TSA pursuant to the MOA or the OTA. ALASKA shall
assume any and all costs with respect to the Work incuired by ALASKA that are not reimbursed
by the TSA to the City.

9.2  ALASKA and its contractors shall be responsible for all civil penalties assessed as
a result of failure to comply with any and all present and future rules, regulations, restrictions,
ordinances, statutes, laws and/or orders of any federal, state, and/or local government regarding
the Project. ALASKA and its contractors shall hold the City harmless and indemnify the City
for all civil penalties. All costs not related to the Design Work as described in Section 2 herein,
and not submitted and approved by the City prior to the start of the associated work, shall be at
the sole cost and sole responsibility of ALASKA and its contractors and at no cost fo the City.

Section 18, Audiis.

10.3  The City and federal government, including the Comptrolier General of the
Untled States, has the right to examine or audit relevant financial records for a period not to
exceed three (3) years after expiration of the term of this Agreement. ALASKA and its
confractors must maintain an established accounting system that complies with generally
accepted accounting principles, Records related to disputes arising out of this Agreement shall
be maintained and made available until such disputes have been resolved.
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102 As used in this provision, “records” includes books, documents, accounting
procedures and practices, and other data, regardless of type and regardless of whether such items
are in written form, in the form of computer data, or in any other form.

_ 10,3 ALASKA shall maintain all records and other evidence sufficient to reflect costs
claimed to have been incurred or anticipated to be incurred directly or indirectly in performance
of this Agreement. The City, TSA Contracting Officer or the authorized representative of the
TSA Contracting Officer shall have the right to examine and audit those records af any time, or
from time to time. The right of examination shall include inspection at all reasonable times at
the offices of ALASKA or at the offices of ALASKA's contractor(s) responsible for the Project.

104 ALASKA will be required to submit cost or pricing data and supporting
information in connection with any invoice relating to this Agreement if requested by the City or
TSA Contracting Officer.

10.5 Section 10 shall not be construed to require ALASKA, its coniractors or ifs
subcontractors to create or maintain any record that they do not maintain in the ordinary couorse
of business porsuant to a provision of law, provided that those entities maintain records which
conform to generally accepted accounting practices.

10.6  ALASKA shall insert a clause containing the terms of Section 10 in all its
confracts and subcontracts under this Agreement that exceed $100,000.00 (One Hundred
Thousand Dollars).

Section 11.  Rules and Regulations.

11.1  ALASKA shall have sole responsibility for fully complying with any and all
present and future rules, regulations, restrictions, ordinances, statutes, laws and/or orders of any
federal, state, and/or local government applicable to the Project. ALASKA shall be solsly
responsible for fully complying with any and all applicable present and/or fiture orders,
directives, or conditions issued, given or imposed by the Executive Director which are now in
foree or which may be hereafter adopted by the Board and/or the Executive Director with respect
to the operation of the Airport. In addition, ALASKA agrees to specifically comply with any
and all Federal, State, and/or local secarity regulations, including, but not limited to, 14 CFR
Parts 107 and 108, regarding unescorted access privileges. ALASKA shall be solely responsible
for any and all civil and/or criminal penalties assessed as a result of ALASKA’s, and/or
ALASKA’s subcontractors, failure to comply with these stated provisions.

11.2  ALASKA shall comply with the Title VI of the Civil Rights Act of 1964 relating
to nondiscrimination, Additionally, FAR Clause 52.203-11 “Certification and Disclosure
Regarding Payments fo Influence Certain Federal Transactions” is incorporated herein by
reference into this Agreement. Contracts awarded by ALASKA as a result of this Project must
comply with Federal provisions established by laws and statutes,
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11.3  Competition in the award of contracts or procurements resulting from this Project
is strongly encouraged and ALASKA should promote competition to the maximum extent
practicable.

11.4  ALASKA agrees to include in its contract(s} a provision that the CBIS terminal
designs are required to comply with the TSA’s PGDS.

11,5  ALASKA shall report funds paid to disadvantaged, women owned or minority
business enterprise contractors or subcontractors with cumulative totals to date. This report is
required to be submitted semiannvally for the period ending March 31 and September 30. The
reports shall be due thirty days afier the close of each reporting period and are to address the
allocation of TSA funded dollars for the Project provided to the disadvantaged business
enterprise concerns during the fiscal year.

11.6 ALASKA shall provide any information requssted by the TSA to ensure
compliance with applicable Federal Envirommental Planning and Historic Preservation
requirements.

11.7  Construction work performed on LAWA-owned property may require payment of
prevailing wages. ALASKA is obligated fo make that determination, and shall be bound by and
comply with applicable provisions of the California Labor Code and Federal, State, and local
laws related to labor. ALASKA shall indemmnify and pay and/or reimburse the City for any
damages, penalties or fines (including, but not limited to, attorney’s fees and costs of litigation)
that the City incurs, or pays, as a result of noncompliance with applicable prevailing wage laws
in connection with the work performed for the Project.

Section 12. City Held Harmless.

12,1  Except for the sole negligence or willful misconduct of the City, ALASKA shall
indemmify, defend, keep, and hold the City, including its Board, Department and the City’s
officers, agents, servants, and employees, harmless from any and all costs, liability, damage, or
expense {including costs of suit and fees and reasonable expenses of legal services) claimed by
anyone by reason of injury to or death of persons, or damage to or destruction of property,
including property of ALASKA, sustained in, on, or sbout the Location or arising out of
ALASKA’s use or occupancy thereof or Afrport, as a proximate result of the acts or omissions of
ALASKA, its agents, servants, employees, invitees, or their successors or assigns.

122 ALASKA expressly agrees to hold harmless, and to indemnify, the City, its
Board, its departments, officers and employees (collectively “indemnities™) from, and for, any
and all civil penalties sustained, or incurred, by indemnities as a result of ALASKA’s, and/or of
ALASKA’s subcontrastors, failure to comply with any of these rules, regulations, restrictions,
ordinances, statntes, laws, orders, of any federal, state, and/or local government regarding the
Project.

123 In addition, ALASKA agrees to protect, defend, indemnify, keep and hold
harmless indemnities from and against any and all claims, damages, Labilities, losses and
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expenses arising out of any threatened, alleged or actual claim that the end product provided to
the City by ALASKA violates any patent, copyright, trade secret, propriefary right, intellectual
property right, moral right, privacy, or similar right, or any other rights of any third party
anywhere in the world. ALASKA agrees to, and shall, pay all damages, seitlements, expenses
and costs, including costs of investigation, court costs and atiorney’s fees, and all other costs and
damages sustained or incurred by City arising out of| or relating to, the matters set forth above in
this paragraph of the City’s “Hold Harmiess” agreement.

124 In ALASKA’s defense of the City under this Section, negotiation, compromise,
and settlement of any action, the City shall retain discretion in and control of the litigation,
negotiation, compromise, settiement, and appeals there from, as required by the Los Angeles
City Charter, particularly Article II, Sections 271, 272 and 273 thereof.

Section 13,  Independent Contractor. In furnishing the services provided for herein,
ALASKA is acting as an independent contractor. ALASKA is to furnish such services in its own
manner and method and is in no respect fo be considered an officer, employee, servant or agent
of the City.

Section 14, Notices. Written notices to the City hereunder shall be sent to the
Executive Director with a copy sent to the City Attormney of the City of Los Angeles and
addressed to said parties at:

Executive Director CHy Attorney
Department of Airports Department of Airports
1 World Way 1 World Way

Post Office Box 92216 Past Office Box 92216

Los Angeles, CA 98009-2216 Los Angeles, CA 90009-2216
or {0 such other address as the City may designate by written notice to ALASKA.

Written notices to ALASKA hereunder shall be given by registered or certified mail,
postage prepaid, and addressed to

ALASKA AIRLINES, INC,

Scott D. Kimball, Manager, Airport Affairs
Corporate Real Estate

PO Box 68908 - SEAPZ

Seatile, WA 98168

or to such other address as ALASKA may designate by written notice to the City.

The execution of any such notice by the Executive Director shall be as effective as 1o
ALASKA as if it were executed by Board or by Resolution or Order of said Board, and
ALASKA shall not question the anthority of the Executive Director to execute any such notice.
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All such notices, except as otherwise provided herein, may either be-delivered personally
to the Executive Director or to the Office of the City Attorney, Airport Division, in the one case,
or to ALASKA in the other case, or may be deposited in the United States mail, properly
addressed as aforesaid with postage fully prepaid by certified or registered mail, return receipt
requested, and shall be effective five (5) days after deposit in the mail. Or may be delivered by a
nationally recognized overnight commercial courier service that requires the recipient's signature
for delivery, and shall be effective one (1) business day after delivery to such courier.

Section 15, Changes and/or Modifications. Changes and/or modifications to this
Agreement shall be in writing and signed by ALASKA and the City. Any modification shall cite
this Agreement and shall state the exact nature of the change and/or modification. No oral
statement by any person shall be inferpreted as modifying or otherwise affecting the terms of this
Agreement. The properly signed modification shall be attached to this Agreement and thereby
become a part of this Agreement.

Section 16.  Termination. The City may terminate this Agreement without cause in
the event that the MOA or the OTA with TSA is terminated, without incurring any liability or
obligation to ALASKA (other than payment of amounts due and owing and performance of
obligations accrued, in each case on or prior to the termination date) by giving ALASKA at least
thirty (30) days’ prior written notice of termination, Upon receipt of a notice of termination,
ALASKA shall take immediate steps to stop the accrual of any additional obligations that might
require payment. In the event of termination or expiration of this Agreement, any Cify funds
which have pot been spent or obligated for allowable expenses prior to the date of fermination,
and are not reasonably necessary to cover termination expenses, shall be returned to the City.

Section 17.  Protection of Information,

17.1  The parties agree that they shall take appropriste measures to protect all
proprietary, privileged, confidential, or otherwise “Sensitive Security Iaformation (SSI)” as
defined in 49 CFR Parts 15 and 1520, that may come into their possession as a result of this
Agreement.

17.2  No Sensitive Security Information (SSI) concerning the scopé of this Agreement,
shall be published or released to the public without prior written approval of the City.

17.3 Al Sensitive Security Information (881) shall be handled in accordance with City
and TSA policies and regulations. Al persons assigned to work under this Agreement are
subject to the provisions of 49 CER Part 1520, Protection of Sensitive Security Information,
because they act for, or carry out duties for, or on behalf of the TSA. Sensitive Security
Information (SSI) may not be disclosed except in accordance with the provisions of that rule or
where TSA otherwise approves.

174 ALASKA shall not make publicity or public affairs activities related to the subject
matter of this Agreement unless written approval has been received from the City and TSA
Office of Becurity Technology or the TSA Office of Strategic Communication and Public
Affairs,
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Section 18,  Survival of Provisions. The following provision aof this Agreement shall
survive the termination of this Agreement: Section 10; Section 17; and Section 18,

Section 19, Enfire Agreement. The provisions of this Agreement contain the entire
agreement between the parties hereto, and said Agreement may not be changed or modified in
any manner except by written amendment, fully execuied by the City and ALASKA.

Section 20.  Assigaments and Transfers Prohibited.

20.1  ALASKA shall not, in any manner, directly or indirectly, by operation of law or
otherwise, hiypothecate, assign, transfer, or encumber this Agreement, or any portion thereof or
any interest therein, in whole or in part, without the prior, written consent of Executive Director.

20.2  For purposes of this Agreement, the terms “transfer” and “assign” shall include,
but not be limited to, the following: (i) if ALASKA is a joint venture, a limifed liability
company, or a partnership, the transfer of fifty percent (50%) or more of the interest or
membership in the joint venture, the limited liability company, or the partpership; (i) if
ALASKA is a corporation, any cumulative or aggregate sale, fransfer, assignment, or
hypothecation of fifty percent (50%) or more of the voting shares of ALASKA; (iii) the
dissolution by any means of ALASKA; and, (iv) a change in business or corporate structure.
Any such transfer, assignment, mortgaging, pledging, or encumbering of ALASKA without the
written consent of the Executive Director is a violation of this Agreement and shall be voidable
at the City’s option and shall confer no right, title, or inferest in or to this Agreement upon the
asgignee, mortgagee, pledgee, encumbrancer, or other lien holder, successor, or purchaser.

Section 21. Miscellaneous Provisions.

21.1  Fair Meaning. The language of this Agreement shall be construed according to
iis fair meaning, and not strictly for or against either the City or ALASKA.

21.2  Void Provisions. If any provision of this Agreement is determined fo be void by
any court of competent jurisdiction, then such determination shall not affect any other provision
of this Agreement, and all such other provisions shall remain in full force and effect.

21.3  Two Constructions. It is the intention of the parties hereto that if any provision
of this Agreement is capable of two constructions, one of which would render the provision void
and the other of which would render the provision valid, then the provision shall have the
meaning which renders it valid.

214 Laws of Califoraia. This Agreement shall be construed and enforced m
accordance with the laws of the State of California and venue shall lie at the Southwest District
of the Los Angeles Superior Court.

21.5 Gender. The use of any gender herein shall include all genders, and the use of
any number shalt be construed as the singular or the plural, all as the context may require.
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21.6. Amendments o Ordinapces and Codes. The cbligation to comply with any
ordinances and codes which have been incorporated into this Agreement by reference, shall
extend to any amendments which may be made to those ordinances and codes during the term of
this Agreement. ‘

{signature page follows]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed

by their duly authorized officers on the day and year stated above.

APPROVED AS TO FORM:
Carmen A. Trutanich, City Attorney

Date:

By:

Deputy/Assistant City Attorney

ATTEST:

By:

Secretary (Signature)

Print Name

[SEAL}

ALASKA AIRLINES, INC,
Desiga and Construction Reimbursement Agreement
TY #270330

CITY OF LOS ANGELES
DEPARTMENT OF AIRPORTS
By
Executive Director
Department of Airports
By
Deputy Executive Director
Comptroller
Department of Airports
ALASKA AIR LINES, INC.
By:
Signature
Print Name
Print Title
16



SCHEDULE 2

Insurance



INSURANCE REQUIREMENTS FOR LOS ANGELES WORLD AIRPORTS

NAME: Los Angeles World Airports and Alaska Airlines, Inc.

AGREEMENT / ACTIVITY: Airline Terminal 8pace Lease and ficense Agreement for T-6 at LAX
TERM: Ten {10) years

LAWA DIVISION: Terminals Business Management

The insured must maintain insurance coverage at limits normally required of its type operation; however, the
following coverage noted with an "X" are the minimum required and must be at least the level of the Combined
Single Limits indicated.

LIMITS

£X) Workers' Gompensation (Statutory)/Employer's Liability Statutory

(X} Broad Form All States Endorsement

(X} Voluntary Compensation Endorsement

*) Longshoremen's and Harbor Workers' Compensation Act Endorsement

() Walver of Subrogation (Specifically naming LAWA.,

Blanket Endorsements are not acceptable).

{X) Automobile Liability - covering owned, non-owned & hired auto $10,000.000 CSL
(X} Aviation/Airport Liability, including the foliowing coverage: : $10,000,000 CSL

OR
(X} Commercial General Liability /Airport Liability $10,000,000CSL

(¥} Premises and Operations

(X) Contractual (Blanket/Schedule)

(X) Independent Contractors

*} Hangarkeepers Legal Liab.

(0 Personal Injury

(X} Additional tnsured endorsement, specifically naming LAWA

{Blanket Endorsements are not acceptable).

(X) Alrcraft Liability (including passenger Liability)
Limit of Liability must meet Faderal Requirements or as follows, whichever is greater:

Commuters with 60 or fewer passengers or Cargo only,

with payload less than 18,000 Ibs, - : $ 50,000,000 C8L

Air Carriers with more than 60 passengers or Cargo only, _

With payload greater than 18,008 lbs, - $ 200,000,000 CSL
X} Property Insurance Value ofimprovements

90% Co-lns. {) Actual Cash Value (X) Replacement Value () Agreed Amt.
(X) Covering airline improvements, wiwaiver of subrogation
{Depariment does not insure tenant improvements)

{X) Fire & Basic Causes of Loss Form, including sprinkier leakage
(X} Vandalism & Malicious Mischief
(X} Debris Removal

** Coverage for Hazardous Subsiances Sudden Coourrence
MNon-sudden Occumence

Comments; * if exposure exists, coverage is reguired,
“**Must meet Federal and/or State reguirements.

INSURANCE COMPANIES MUST HAVE A BEST RATING OF A- OR BETTER, WITH A MINMIMUM FINANCIAL SIZE OF AT LEAST
4 PLEASE RETURN THIS FORM WITH EVIDENCE OF INSURANCE

IRAT 10/05
Revised-7/1/03
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Maintenance Schedule

Al Areas Demised | Equipment |Terminal Common] Building Exterior
Premises Lease Argas andior Ramp
EQUIPMENT Fra b i 7
, ! Tenant at Tenant at
sﬁat;ejd?hﬁadysa} 4G%gé|:l$r?2rpowerl pre- /A MIA Preferential’ NIA Preferential
congioned ar, p @ Holdrooms Heldrooms
Baggage carousels (inbound} NA, NIA Tenant N/A MNIA
!Baggage Handiing Systems NIA NIA Tenant M/A NiA
Einteriine bag helt systems and carousels Tenant NFA NIA MNIA NIA
iCommnn Use Infrastruciure® N/A NFA Tenant NIA A
Ticket counters N/A Tenant NIA NIA NIA
#Signage By Owner MNIA MNA NIA NA
UBattery Chargers By Ownier WA N/A NIA NFA
|BASE BUILDING SYSTEMS = : =
Fire sprinkler and fire-life-safely systems Landlord, unless modified by Tenant
iMagier slectrical panels ang main electrical Landlord
sguipment
Etectrical equipment, sub-paniels, and
! distribution NIA Tenant NIA Lantlord Tenant
HLight buibs, fixdures, and components NiA Tenant N/A Landlord Landiord
[Teiephone and daia lines NA Tenant NIA N/A NIA
Telecnrftmunicahons Cfonduits serving fwe or Landiord A A NiA NIA
imora prime tanantsiprirne users
BShared water and sewer lines Landlord N/A NIA NFA NIA
Single user water and sewer system from main,
meter or shared system to and induding NiA Tenant NfA Landlord Landlord
Demised Premises
GHVAC systems connected o Landlord provided
chillodfhot water Landiord N/A N/A NiA NIA
HVAC stand alone systems Jenani
HLAWA ACAMS Landiord
IPAVEMENT |
Tenant to the extent
Spilll rernoval tandlord NIA, NIA N/A, caused by Tenant
Tenant at
#Scheduted ramp sweeping, scrubbing N/A NIA NiA N/A Prefarential
Holdrooms
Surface markings, including lead-in lines, nose Tenant at
hee, aireraft safely envelope, and equipment MIA NIA NIA NIA Preferential
staging Holdrooms
32472011 Tof 2



Maintenance Schedule

Schedule 1

Al Aveas Demised Equipment {Terminal Commeon] Building Exterior
‘ Premises ease Areas andfor Ranp
HRamp paved surfaces N/A NIA N/A N/A Landlord
#Guardralis protecting Landiord property MIA N/A MYA WNIA Landiord
amp-side dumpster and trash removal Landiard MNA N/A NSA NiA
STRUCTURAL ELEMENTS ; ; 3
Bullding exterior and roof, incl. glass Landiord A NIA NIA NIA
Entrance doors fromfte or within Dermised
remises, incl, Locks NIA Tenant MAA Tenant MNIA
Carpeted areas: interlor partitions, doors,
nishes, furnishings, treatments NIA Tenant NI Landlard NIA
Hard floor areas, including restrooms: intesior
artitions, doors, finishes, fusnishings, N/A Tenani NIA tandiord MNIA

treatinents

JANITORIAL
, o Landlord {(window
!Basnc Janitorial hA Tahant NIA Landlord clearing only)
BHigh Areas, indluding celiings NIA Tenant NIA Landiord NIA
Tenant at
Cate Jetways NIA N/A Preferential Nf&, NIA
Holdrooms
R L Tenant at
tacme::s? areas: floors, fumishings, and trash NIA Tenant | Preferential {andiord NiA
recepiacies Holdrosms
iif—lijarefl ﬂ9or areas, including restrooms: floors, NIA Tenant BIA Landlord MIA
rnishings, and trash receptactes
Scheduled Ramp sweeping and sciubbing Landlord
lapron \ Landlord
Tenant MIA N/A N7A

;ART and LANDSCAPING installed by Tenani

Nete 1 -The Landiord's maintenance and repair responsibliities are fimited to the aciivities designated on this exhibi.

Note 2 -The Tenant's maintenance and repair responsibilites shall also Include, 1 addition to the above, areas and equipment that are not
desigriated on this axhibit 2nd which are not subject to any agreement between the Landlord and a third party for maintenance and rapair,

"Commen Use Infrastructure systems such as a commen use processing system, a flight information display system, a paging systemn ard
wireless network in the Terminal, including, but not fimited to, the display devices, workstations, microphane stations, speakers, the electrical
and telecommunications Infrastructura, and the computer hardware and software requirad to support the systems

324/2041
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SCHEDULE 4

Rasic Information

Terminal
Terminal 6
Demised Premises
See Exhibit A
Construction Base Rent
$349,165.29 per month subject to Section 2.1.1.2
Bage Rent
See Alaska Base Rent Mairix attached to this Schedule 4

Bageace Handling Systems Rent

To be determined pursuant to Section 2.6.3.3.
Common Use Systerns Additional Rent
To be determined pursuani to Section 2.6.4.1.

Boarding Bridges Additional Rent

To be determined pursuant to Section 2.6.5.3.

Related Equipment Additional Rent

To be determined pursuant to Section 2.6.5.4.
Permitted Uses
To conduct and operate the business of an air transportation carrier.

Performance Guaranty. Amount
$1,047,500



Tenant Addresses for Notices

Alaska Airlines, Inc.

P.O. Box 68900

Seattle, WA 98168-0500

Attn: Corporate Real Estate Dept. (SEAPZ)

Telecopier No.206-392-5031
Electronic Mail Address: Scott. Kimbali@AlaskaAir.com

Overnight Mailing Address only:

Alaska Airlines, Inc.

19300 International Blvd.

SeaTac, WA 98188

Attn; Corporate Real Estate Dept. (SEAPZ)



pte
Upon the Board’s adoption of the Unified Capital
| Charge and the imposition of the Unified Capital Charge
on airlines subject to the Tarlff, the Tenant
acknowledges and agrees that the Tenant shali be
subject to the Rental Rate {or its equivalent) pursuant
to the Unified Capital Charge. Accordingly, upen the
adeption by the Board of the Unified Capital Charge,
the Rental Rate under this Lease shall be the Rental

* Rate [or its equivalent) imposed pursuant to the Unified
Capital Charge until the expiration or earfier

| termination of the Term,

| TG Base Rental Rate = Unifted Capital Charge {UCC)

Rent:
Adopted UCC rate X Alaska sq feet = Base Rent

15
Vi

. o
The rental rate for Alaska's space shall be determinad by
dividing all applicable base building chiarges for such
calendar yesr allocated to airline areas in T8 {inciuding
land rent, debt service, coverage, amertization] by aicline
square feet in the terminal. Such rental rate shall be
adjusted each calendar vear

T6 Base Rental Rate = Applicable actual annual base
building charges allocated to airline areas in Té including
fand rent, debt service, coverage and amortization / T6
Airline areas square footage

Rent: _
T6 Base Rental Rate X Alaska sq feet = Base Remt

Exampie of application of the ahove base rent methodology {for the purposes of illustration onlyl:

Under the foliowing conditions:
== UCC estimate = 340/sq # ($4,000,000 requirement)
Alaska Demised = 100,000 sq ft

fif the UCC is adopfed:

T6 Pre-existing improvements aliocatad to airline areas = $10/sq ft ($1,000,000 requirement)
Value of Acquired Alaska TS improvements aliocated to airline areas = $35/sq ft ($3,500,000 requirement)

- The estimated rent would be: $40 X 100,000 = $4,000,000 invoicad and paid by Alaska

if the UCC is not adopted:

- The estimated rent would be: (310 + $35) X 100,000 = $4,500,000 invoiced and paid by Alaska




Terminal 1

Airline User Factor
Airline Flight Factor
Airline Passenger Factor

Terminal 2

Airline User Factor
Adirline Flight Factor
Airline Passenger Factor

Terminal 3

Airline User Factor
Airline Flight Factor
Airline Passenger Factor

Terminal 4

Airline User Factor
Airline Flight Factor
Airline Pagsenger Factor

Terminal 5

Airline User Factor
Airline Flight Factor
Airline Passenger Facior

ANNEX A

Joint Use Factors

10%
55%
35%

100%

10%
55%
35%

100%

10%
55%
35%

100%

10%
55%
35%

100%

10%
55%
35%

100%



Terminal 6

Airline User Facior
Airline Flight Factor
Airline Passenger Facior

Terminal 7

Adrline User Factor
Airline Flight Facior
Airline Passenger Factor

Terminal 8

Airline User Factor
Airline Flight Factor
Airline Passenger Factor

Tom Bradley International Terminal

Airline User Facior
Airline Flight Factor

Airline Passenger Factor

10%
55%
35%

100%

10%
55%
35%

100%

10%
55%
35%

100%

10%
55%
35%

100%
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Description of Demised Premises




Alaska Aitfines Terminal 6 Lease st LAX

Exhibit A - Bummary

2 Part of 16 Baggage Clalm Area and Baggage Claln Office 8,000
5 3%-34 . |Airfine Ticket Office 550
5 Various Tickefing Counter 11,000 4,000
5 Parl of 1 Alrline Baggage Matrix® 3,000
& Parl of 3 Quibound Bagg_age Maka-Up 9,960
[ Part of 5 Baggage Control Roem 3,000
7 Various Ramp Level Offices 9,400

8 Varous Ramp Lavel Office Under Saleiflite Extension 4,200

11 1&5 Gate 64 Holdroom 2,250
11 B&18 Gate 65 Holdroom 2,250
il 45 (Gale 66A Hoidroom 1,300
11 35 Gaie 67A Holdroom 2,500,
12 Pastof 2 &3 Satellile Extension Holdroom - Gate 8B, 67B, 584 11,500
13 i Mezzaning Ares 4,950 5,000
* Additional Area Needed - TBD 500

Toial 15,99C 67,410

Notes:

1 Censiruction Rent charge provides for the use of sll premises requlred for alt aspacls of construction Alaska is approved 1o make

in Terminal 6,
* square Footaga will be updated upor completion of Alaska construction and receipt of as-bullt drawings,
2 Adjustment needed for TSA Eguipment afler consiruation.

REVIGED: Mareh 25, 2011



EXHIBIT B

Summary of Computation and Allocation Method for Terminal Expenses

1. Description of Cost Centers. Cost centers at the Airport are those functions or
physically discrete areas that are used to account for costs incurred by the Landlord to own (or
otherwise provide), maintain, operate, construct, develop, and administer the Alrport. There are
two types of cost centers used to account for costs at the Airport: (1) direct cost centers, which
are each related to a defined physical area of the Airport that serves a particular function, and
(2) indirect cost centers, which are related to service functions that support the direct cost
centers. The following are the direct and indirect cost centers used to account for costs at the
Airport:

Direct Cost Centers

Terminals - the Terminals' cost center comprises the land and all passenger
terminal buildings and other related and appurtenant facilities, whether owned,
operated, or maintained by the Landiord. Facilities include the passenger terminal
buildings located in the central terminal area, passenger terminal buildings located
outside the central terminal area, associated concourses, holdrooms, passenget
tunnels, and all other facilities that are a part of the passenger terminal buildings.

Adirfield - the Airfield cost center comprises those portions of the Airport
(excluding the aircraft aprons associated with the terminal, general aviation,
cargo, and aircraft maintenance facilities) providing for the landing, taking off,
and taxiing of aircrafi, including approach and turning zones, clear zones,
navigation or other easements, runways, a fully integrated taxiway system,
runway and taxiway lights, and other appurtenances related fo the aeronautical use
of the Airport, including any property acquired for noise mitigation purposes.

Apron - the Apron cost center comprises the land and paved areas primarily
adjacent to passenger terminal buildings, but also includes remote parking areas
that provide for the parking, loading, and unloading of passenger aircraft, The
Apron cost center does not include aprons associated with general aviation, cargo,
or aircraft maintenance facilities.

Aviation - the Aviation cost center comprises the land and facilities related to air
cargo, general aviation, fixed-base operations, aircrafi fueling, aircraft
maintenance, in-flight catering, and other aviation-related services.

Commercial - the Commercial cost center comprises the land and facilities not
located in the Terminal cost centers and that are provided for nonaeronautical
commercial and industrial activities, including public automobile parking, car
rental service centers, golf courses, the Theme Building, and the Proud Bird
restaurant,



Indirect Cost Centers

Access — the Access cost center includes the costs of facilities and services for on-
Alrport and off-Airport ground access for vehicles and pedestrians, including
airside and landside access, and Airport access generally. It also includes the
costs of increasing, preserving, or managing the capacity of the Airport’s access
facilities.

Systems — the Systems cost center includes the costs of airport systems, including
electrical distribution system, gas distribution system, peotable water distribution
system, chilled water distribution system, storm and sanitary sewer system, and
industrial waste disposal,

General Maintenance ~ the General Maintenance cost center includes the costs of
maintenance services, facilities, and equipment that cannot be directly allocated to
other cost centers.

General Administration — the General Administration cost center includes the
general administrative and support costs related to providing, maintaining,
operating, and administering the Airport that cannot be directly allocated to other
cost centers,

2. Allocation Methods. Expenses directly atiributable to the Terminal, direct
expenses allocable to all terminals, and indirect Administrative and Access cost center expenses
are allocated to the Terminal as follows:

@ Wherever possible, expenses directly attributable to the Terminal are allocated to
the Terminal. '

(i)  Any direct expenses not directly allocated to the Terminal, and that are common
to all terminals or the Terminals cost center, will be allocated to the Terminal on the following
bagis:

. 20 percent will be allocated equally among all of the passenger
terminals at the Airport;
. 40 percent will be allocaied based on the Terminal’s proportion of

total passenger enplanements for the Airport; and



. 40 percent will be allocated based on the Terminal’s proportion of
total Terminal Rentable Area for all passenger terminals at the
Alrport.

(itl)  Expenses atiributable to Airport administrative divisions are allocated to the
Terminals cost center based on its proportion of total direct expenses. Administrative expenses
allocated to the Terminals cost center are then further allocated to the Terminal on the basis of
the Terminal’s proportion of total direct expenses.

(iv)  Expenses directly aliocated {o the Access cost center are allocated to the
Terminals cost center and all other direct cost centers on the basis of the ratio of land area by
cost center. Access costs allocated to the Tetminals cost center are then further allocated to the
Terminal on the basis of the Terminal’s pro-rata share of direct expenses.



EXHIBIT C

Summary of Computation and Allocation Method for Airport Infrastructure Charges

Airport Infrastructure Charges for the indirect cost centers’ are allocated to the Terminal
as follows:

(0 Alrport Infrastructure Charges directly attributable to the indirect cost centers are
allocated to the Terminals cost center in the following order:

a, First allocation — Airport Infrastructure Charges directly allocated to
the Systems cost center are allocated to all direct and the remaining three indirect
cost centers on the basis of the ratic of land area by cost center;

b. Second allocation — Airport Infrastructure Charges directly allocated to
the General Maintenance cost center are allocated to the Terminals cost center, all
other direct cost centers, and the remaining two indirect cost centers on the basis
of the ratio of maintenance salary expenses by cost center;

¢. Third allocation — Adrport Infrastructure Charges directly allocated to
the General Administration cost center are allocated 1o the Terminals cost center,
all other direct cost centers, and the remaining indirect cost center on the basis of
the ratio of operating expenses by cost center; and

d. Fourth allocation — Airport Infrastructure Charges directly allocated to
the Access cost center are allocated to the Terminals cost center and all other
direct cost centers on the basis of the ratio of land area by cost center.

(iiy  Afrport Infrastructure Charges allocable to the Terminals cost center will be
further allocated to the Terminal on the following basis:

a. 20 percent will be allocated equally among all of the passenger
terminals at the Airport; ) '

b. 40 percent will be allocated based on the Terminal’s proportion of
total passenger enplanements for the Airport; and

¢. 40 percent will be allocated based on the Terminal’s proportion of
total Terminal Rentable Area for all passenger terminals at the Airport.

! References to cost centers in this Exhibit C are used with the meanings described in Exhibit B.



EXHIBIT D}

Summary of Commutation and Allocation Method for Terminal Capital Charges

For any calendar month, Terminal Capital Charges comprise all capital charges directly
related to the Terminal and incurred or accrued by the Landlord during the month, including the
following:

(1) Amounts required o be deposited to the debt service funds created under an
Airport Debt Instrument in connection with the issnance of Airport Debt directly atiributable to
the Terminal, including any fees and amounts associated with the Airport Debt and that are
directly atfributable to the Terminal.

(ify  Coverage Expenses related to Airport Debt directly attributable to the Terminal.

(iify  Amortization amounts required to recover or repay costs of capital improvements

- directly aftributable to the Terminal and not debt-financed (and the cost of which exceeds the

Capital Improvement Floor Amount in any single vyear), in substantially equal annual

installments over a fixed term selected by the Landlord in its direction and including interest at

such rate as the Landlord shall in its discretion determine from time to time to fairly reflect the
Landlord’s cost of funds.

{iv)  The cost of any other capital itern directly attributable to the Terminal that is
below the Capital Improvement Floor Amount, and therefore not amortized.

Terminal Capital Charges common fo more than one passenger ferminal will be allocated
to the Terminal on the following basis:

a. 20 percent will be allocated equally among the passenger terminals;

b. 40 percent will be allocated based on the Terminal’s proportion of
total passenger enplanements at the passenger terminals; and

¢. 40 percent will be allocated based on the Terminal’s proportion of
total Terminal Rentable Area for the passenger terminals.
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EXHIBITF

Egual Emplovment Practices




LOS ANGELES ADMINISTRATIVE CODE
Div. 10, Ch. L, Art. 1

EQUAL EMPLOYMENT

Sec. 1083, Equal Employmenf Practices
Provisiens,

Every non-consiruction conract with or on
behalf of the City of Los Angeles for which the
consideration is $1,000 or more, and every
construction contract for which the consideration is
$1,000 or more, shall contain the following
provisions, which shall be designated as the EQUAL
EMPLOYMENT PRACTICES provision of such
contract:

A, During the performance of this contract, the
contractor agrees and represents that it will
provide egual employment practices and the
contractor and each subcontractor hersunder will
ensure that in his or her employment practices
persons are employed and employees are treated
squally and without regard to or because of race,
religion, ancestry, national origin, sex, sexual
orientation, age, disability, marital status or
medical condition.

1. This provision applies to woirk or
service performed or materials manufactured
or assembled in the United Staies.

2. Nothing in this section shall require or
prohibit the establishment of new
clagsifications of employees in any given
craft, work or service category.

3. The contractor agrees to post a copy of
Paragraph A hereof in conspicuous places at
its place of business available to employees
and applicants for employment.

B. The comiractor will, in all solicitations or
advertiserments for employees placed by or on
behalf of the coniractor, state that all qualified
apphicants will receive consideration for
employment without regard to their race,
religion, ancestry, mational origin, sex, sexual
orientation, age, disability, marital status or
medical condition,

C. As part of the City's suppler registration
process, andf/or at the request of the awarding
authority, or the Board of Public Works, Office
of Contract Compliance, the confractor shall
gertify in the specified format that he or she has

EXHIBIT F

not discriminated in the performance of City
confracts against any employee or applicant for
employment on the basis or becanse of race,
religion, national origin, ancestry, sex, sexual
orientation, age, disability, marital status or
medical condition.

D. The contractor shall permit access to and
may be required to provide certified copies of all
of his or her records pertaining to employment
and to employment practices by the awarding
authority or the Office of Contvact Compliarice
for the purpose of lmvestigation to ascertain
compliance with the Equal Employment
Practices provisions of City contracts. On thelr
or either of their request the contractor shall
provide evidence that he or she has or will
comply therewith,

E. The failure of any contractor to comply with
the Equal Employment Practices provisions of
this contract may be deemed to be a material
breach of City contracts, Such failure shall only
be established upen & finding to that effect by the
awarding authority, on the basis of its own
investigation or that of the Board of Public
Works, Office of Contract Compliance. No such
finding shall be made or penalties assessed
except upon a full and fair hearing afier notice
and an opportunity to be heard has been given to
the contractor,

F. Upon a finding duly made that the confractor
hag failed to comply with the Equal Employment
Practices provisions of a City confract, the
contract may be forthwith canceled, terminated
or suspended, in whole or in pat, by the
awarding authority, and all monies due or to
become due hereunder may be forwarded to and
retained by the City of Los Angeles. Tn addition
thereto, such failure 1o comply may be the basis
for a determination by the awarding awthority or

- the Board of Public Works that the said

contracior is an irresponsible bidder or proposer
pursuant to the provisions of Section 371 of the
Charter of the City of Los Angeles. In the event
of such a determination, such contractor shall be
disqualified from being awarded a contract with
the City of Los Angeles for a peried of two

1
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vears, or until the contractor shalfl establish and
carry out a program in conformance with the
provisions hereof,

. Noiwithstanding any other provision of this
contract, the City of Los Angeles shall have any
and all other remedies at law or in equity for any
breach hersof.

H. The Board of Public Works shall promulgate
rules and regulations through the Office of
Contract Complance, and provide necessary
forms and required janguage to the awarding
anthorities to be included in City Request for
Bids or Request for Proposal packages or in
supplier registration requirements for the
implementation of the Equal Employment
Practices provisions of this contract, and such
rales and regulations and forms shall, so far as
practicable, be similar to those adopted in
applicable Federal Executive orders. No other
rules, regulations or forms may be used by an
awarding authority of the City to accomplish the
confract compliance program.

I. Nothing confained in this contract shall be
sonstrued in any manner so as to require or
permit any act which is prohibited by law.

J. At the time 2 supplier registers to do business
with the City, or when an individual bid or
proposal is submitted, the contractor shall agree
to adbere to the Equal Employment Practices
specified berein dwing the performance or
conduct of City Contracts.

K. Bgual Employment Practices shall, without
limitation as to the subjeet or natwre of
employment acfivity, be concerned with such
employrent practices as:

1. Hiring practices;

2. Apprenticeships where such approved
programs are functioning, and other on-the-
job  taining for non-apprenticeable
occupations;

3. Tralning and promotional opportunities;
and

4, Reasonable accommodations for persons
with disabilities.

L. All contractors subject to the provmons of
this section shall include a like provision in all
subcontracts awarded for work to be performed
under the contract with the City and shall impose
the same obligations, including but not Himited to
filing and reporting obligations, om the
subcontractors as are applicable to the contractor,
Faflure of the contractor to comply with this
requirement or to obtain the compliance of its
subcontractors with all such obligations shall
subject the contractor to the imposition of any
and all sanctions allowed by law, including but
not limited to termination of the coniractor's
contract with the City.

SECTION HISTORY

Amended by: Ord. No.147,030, Efft 4-28-75; Paragrapks 4., B.,
C., CGrd No. J645]6, Eff 4-13-89; Paragraphs C., Ord
No. 168,244, Eff. 10-]18-92; Ord. Neo. 173,186 Ef 5-22-00;
Subsec, F., Ord. No.J 73,2853, Efft 6-26-00, Oper. 7-1-00.

EXHIBIT F 2
EQUAL EMPLOYMENT



EXHIBIT G

Affirmative Action




LOS ANGELES ADMINISTRATIVE CODE

Div, 10, Ch. 1, Art. 1

AFFIRMATIVE ACTION

Sec. 10.8.4, Affirmative Action Program
Provisions.

Every non-construction contract with or on
behalf of the City of Los Angeles for which the
copsideration s $100,000 or more and every
consiriction contract with or on behalf of the City of
Los Angeles for which the consideration is $5,000 or
more shall contain the following provisions which
shall be designated as the AFFIRMATIVE
ACTION PROGRAM provisions of such confract:

A. During the performance of a City contract,
the contractor certifies and represents fhat the
contractor and each subcontracior hereunder will
adhere to an affirmative action program to ensure
that in its employment practices, persons are
employed and employees are treafed squally and
without regard to or because of race, religion,
ancestry, national origin, sex, sexual orientation,
age, disability, marital status or medical
condition,

[.  This provision appliss to work or
services performed or materials
manufactured or assembled in the United
States.

2. Nothing in this section shall require or
prohibit the establishment of new
classifications of employees In any given
craft, work or service category.

3. The confractor shall post a copy of
Paragraph A hereof in conspicuous places at
its place of business available to employees
and applicants for employment.

B. The contractor will, in all solicitations or
advertisements for employees placed by or on
behalf of the contractor, state that all qualified
applicants will receive consideration for
employment without regard to their race,
religion, ancestry, national origin, sex, sexual
orientafion, age, disability, marital statos or
medical condition.

EXHIBIT G

C.  As part of the City's supplier registration
process, andfor at the request of the awarding
authority or the Office of Contract Compliance,
the contractor shall certify on an electronic or
hard copy form to be supplied, that the confractor
has not discriminated in the performance of City
contracts against any employee or applicant for
employment on the basis or because of race,
religion, ancesiry, natiomal origin, sex, sexual
orientation, age, disability, marital statos or
medical condition.

D. The coniractor shall permit access to and
may be required to provide certified copies of all
of its records pertaining to employment and to s
employment practices by the awarding authority
or the Office of Contract Compliance, for the
purpose of investigation to ascertain compliance
with the Affirmative Action Program provisions
of City confracts, and on theif or either of their
request o provide evidence that it has or will
comply therewith,

E. The failure of any contractor to comply with
the Affirmative Action Program provisions of
City contracts may be deemed to be a material
breach of contract. Such failore shall only be
established upon a finding to that effect by the
awarding authority, on the basis of its own
investigation or that of the Board of Public
Works, Office of Contract Compliance. No such
finding shall be made except upon a full and fair
hearing after notice and an opportunity to be
heard has been given to the contracior.

F. Upon a finding duly made that the cordractor
has breached the Affirmative Action Program
provisions of a City contract, the contract may be
forthwith cancelled, terminated or suspended, in
whole or in part, by the awarding authority, and
all monies due or to become due hereunder may

" be forwarded 10 and retained by the City of Los

Angeles, In addition thereto, such breach may
be the basis for a determination by the awarding
anthority or the Board of Public Works that the
said contractor is an imesponsible bidder or
proposer pursuant fo the provisions of Section

1
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371 of the Los Angeles City Charter. In the
event of such delermination, such vcontractor
shall be disqualified from being awarded a
confract with the City of Los Angeles for a
period of two years, or until he or she shall
establish  and carry out a program i
conformance with the provisions hereof.

G. In the event of a finding by the Fair
Employment and Housing Commission of the
State of California, or the Board of Public Works
of the City of Los Angeles, or any cowt of
competent jurisdiction, that the contractor has
been guilty of a williul violation of the
California Fair Bmployment and Housing Act, or
the Affirmative Action Program provisions of a
City contract, there may be deducted from the
amount payable to the contractor by the City of
Los Angeles under the confract, 2 penalty of
TEN DOLLARS (510.00} for each person for
each calendar day on which sech person was
discriminated against in  viclation of the
provisions of a City contract.

H Notwithstanding any other provisions of a
City contract the City of Los Angeles shall have
any and ali other remedies at law or in equity for
any breach hereof.

1. The Public Works Board of Commissioners
shall promulgats rules and regulations through
the Office of Confract Compliance and provide
to the awarding authorities electronic and hard
copy forms for the implementation of the
Affirmative Action Program provisions of City
confracts, and. rules and regulations and forms
shall, so far as practicable, be similar to thoss
adopted in applicable Federal Executive Orders.
No other rules, regolations or forrns may be used
by an ewarding authority of the City to
accomplish this contract compliance program.

J. Nothing contained in Cify contracts shall be
construed I any manner so as o require or
permit any act which is prohibited by law.

K. The confractor shall submit an Affirmative
Action Plan which shall meet the requirements
of this chapter at the time i submits its bid or
proposal or at the time it registers to do business
with the City. The plan shall be subject to
approval by the Office of Contract Compliance
prior to award of the contrast.  The awarding
authority may alse require contractors and
suppliers to take part in a pre-registration, pre-

EXHIBIT G

bid, pre-proposal, or pre-award conference in
order to develop, improve or implement a
qualifying Affirmative Action Plan. Affirmative
Action Programs developed pursuant to this
section shall be effective for a period of twelve
months from the date of approval by the Office
of Contract Compliance. In case of prior
submission of a plen, the contractor may submit
documentation that it has an Affirmative Action
Plan approved by the Office of Contract
Compliance within the previous twelve months.
If the approval is 30 days or less from expiration,
the contractor must submif a new Plan fo the
Office of Contract Compliance and that Plan
must be approved before the contract is awarded,

(1) Every contract of $5,000 or more which
may provide construction, demolition,
repovation,  conservation  or  major
maintenance of any kind shall in addition
comply with the requirements of Section
10.13 of the Los Angeles Administrative
Code.

(2} A contractor may establish and adopt as
its own Affirmative Action Plan, by affixing
his or her signature thereto, an Affirmative
Action Plan prepared and furnished by the
Office of Contract Compliance, or # may
prepare and submit its own Plan for
approval.

L. The Office of Coniract Compliance shall
annually sapply the awarding authorities of the
City with a list of coniractors and suppliers who
have developed Affirmative Action Programs,
For each contractor and supplier the Office of
Coniract Compliance shall state the date the
approval expires. The Office of Contract
Compliance shall not withdraw its approval for-
any Affirmative Action Plan or change the
Affirmative Action Plan afier the date of contract
award for the entire confract term withowt the
mutual agreement of the awarding authority and
the contractor.

M. The Affirmative Action Plan required to be
submitted hereunder and the pre-registration,
pre-bid, pre-proposal or pre-award conference

. which may he required by the Board of Public

Works, Office of Contract Compliance or the
awarding authority shall, without limitation as to
the subject or nature of employment activity, be
concerned with such employment practices as:

AFFIRMATIVE ACTION



1. Apprenticeship where  approved
programs are functioning, and other on-the-
job  training for  non-apprenticeable
occupations;

2. Classroom preparation for the job when
not apprenticeable;

3. Pre-apprenticeship education and
preparation;

4. Upgrading wraining and opportunities;

5. Encouwraging the use of contractors,
subcontractors and suppliers of all racial and
sthnic groups, provided, however, that any
contract subject io this ordinance shall
require the contractor, subcontractor or
supplier to provide not less than the
prevailing wage, working conditions and
practices generally observed in private
industries in the contractor's, subcontractor's
or supplier's geographical area for such
work;

6. The entry of qualified women, minority
and all other journeymen into the industry,
and

7. The provision of needed supplies of job
conditions to permit persons with disabilities
to be employed, and minimize the impact of
any disability.

N. Any adjustmenis which may be made in the
contractor's or supplier's work force to achieve
the requirements of the City's Affirmative Action
Contract Compliance Program in purchasing and
construction shall be accomplished by either an
increase in the size of the work force or
replacement of those employees who leave the
work force by reason of resignation, retirement
or death and not by termination, layoff, demotion
or change in grade.

0. Affirmative Action Agreements resulting
from the proposed Affirmative Action Plan or
the pre-registration, pre-bid, pre-proposal or pre-
award conferences shall not be confidential and
may be publicized by the contractor at his or her
discretion. Approved Affirmetive Action
Agrsements become the property of the City and
may be used at the discretion of the City in its
Contract Compliance  Affirmative  Action
Program.

P. This ordinance shall not confer upen the City
of Los Angeles or any Agency, Board or
Commission thereof any power not otherwise
provided by law to determine the legality of any
existing collective bargaining agreement and

shall have' application only to discriminatory
employment practices by contractors or suppliers
engaged in the performance of City contracts.

Q. All confractors subject to the provisions of
this section shall include a lke provision in all
subcontracts awarded for work to be performed
under the contract with the City and shall impose
the same obligations, including but not limited to
filing and reporting obligations, on the
subconiractors as are applicable to the contracior.
Failure of the contractor to comply with this
requirement or to obtain the compliance of its
subcontractors with -all such obligations shall
subject the comtractor to the imposition of any
and all sanctions allowed by law, including but
not limited to tennination of the contractor's
coniract with the City.

SECTION HISTORY

Amended by Ord No, 147,030, Bff, 4-28-75; Paragraphs A, B.,
C. Ord No. 164,516, Efi 4-13-89; Paragraphs B. and C., Ord
No. 168,244, Eff. 10-18-92; Title and Section, Ord. No. 173,186,
Ef 5-22-00; Subsec. F, Ord. No. 173,285, Ef. 6-26-00, Oper. 7-]-
60.
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Living Wage Ordinance




LOS ANGELES ADMINISTRATIVE CODE
Biv, 10, Ch. 1, Art. 11

LIVING WAGE ORDINANCE

See, 10.37 Legislative Findings.

The City awards many contracts to private firms
io provide services to the public and to City
government. Many lessees or licensees of City
property perform services that affect the proprietary
imterests of City government in that their performance
impacts the success of City operations. The City
© alse provides financial assistance and funding to
others for the purpose of economic development or
job growth. The City expends grant funds under
programs created by the federal and state
governments. Such expendifures serve to promote
the goals established for those programs by such
governments and similar goals of the City. The City
intends that the policies mnderlying this article serve
to guide the expendifure of such funds to the extent
allowed by the laws under such grant programs are
established,

Experience indicates that procurement by
coniract of services has all too often resulted in
payment by service contractors to their employees of
wages at or slightly above the minimum requived by
federal and state minimum wage laws, Such minimal
compensation tends to inhibit the quantity and quality
of services rendered by such employees to the City
and to the public Underpaying employees in this way
fosters high tumover, absenteeism, and lackluster
performance.  Conversely, adequate compensation
promotes amelioration of these undesivable
conditions, Through this article the City intends to
require service contractors to provide a minimum
level of compensation that will improve the level of
services rendered to and for the City,

The inadequate compensation typicelly paid
today also fails o provide service employees with
resources sufficient to afford iife i Los Angeles. It
is unaccepiable that comtracting decisions invoiving
the expenditure of City funds should foster conditions
placing a burden on }imited social services, The Ciy,
as a principal provider of social support services, has
an interest in promoting an employment environment
that protects such limited resources. In requiring the
payment of a higher minimum level of compensation,
this article benefits that interest.

Nothing less than the living wage should be
paid by the recipients of City financial themselives,
Whether they be engaged in manufacturing or some
other line of business, the City doss not wish to foster
an economic climate where a lesser wage is all that is
offered to the working poor. The same adverse social
consequences from such inadequate compensation
emnanate just a8 readily from manufacturing, for
example, as service industries. This article is meant
to protect these employees as well,

The City holds a proprietary interest in the work’
performed by many employees employed by lessees
and licensees of City property and by their service
contractors and subcontractors. In a very real sense,
the success or failure of City operations may turn on
the success or failure of these enterprises, for the City
has a genuine stake in how the public perceives the
services rendered for them by such businesses,
Inadequate compensation of these employees
adversely impacts the performance by the City's
lessee or licensee and thereby does the same for the
success of City operations. By the 1998 amendment
to this article, recognition is given to the prominence
of this interest at those facilities visited by the public

- on a frequent basis, including but not limited to,

terminals at Los Angeles International Airport, Ports
(O'Call Village in San Pedro, and golf courses and
recreation centers operated by the Deparitnent of
Recreation and Parks, This article is 1o cover all
such employees not expressty exempted.

Requiring payment of the living wage serves
both proprietary and humanitarian concerns of the
City. Primarily because of the latter concern amd
experience to date regarding the failure of some
employers o bonor their obligation o pay the living
wage, the 1998 amendments introduce additional
enforcement mechanisms to ensure compliance with
this important obligation. Non-complying employers
must now face the prospect of paying civil penalties,
but only if they fail to cure non-compliance afier
having been given formal notice thereof, Where non-
payment is the issus, employers who dispute
determinations of non-compliance may avoid civil
penalties as well by paying nto a City holding
account the monies in dispute. Employees should not
fear retaliation, such as by losing their jobs, simply
because they claim thelr right fo the living wage,
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irrespective of the accwracy of the claim, The 1998
amendments strengthen the prohibition against
retaliation to serve as a critical shield against such
employet misconduct.

SECTION HISTORY

Article and Section Added by Ord. No. 171,547, Bff. 5-3-97.
Amended by: In Entirety, Ord, No. 172,336, Eff, 1-14-99,

Sec. 10.37.1 Definitions.

The following definitions shall apply
throughout this article:

(8} "Awarding authority" means that subordinate
or component entity or person of the City (suchas a
departmnent) or of the financial assistance recipient
that awards or is otherwise responsible for the
administration of a service coniract or public lease or
license, or, where there is no sech subordinate or
component eniity or person, then the City or the City
financial assistance recipient,

{b) "City" means the City of Los Angeles and all
awarding authorities thereef] including those City
departments which exercise independent control over
their expenditure of funds, but excludes the
Community Redevelopment Agency of the City of
Los Angeles ("CRA™). The CRA is urged, however,
10 adopt a policy similar to that set forth in this
article.

{c) "City financial assistance recipient” means
any person who receives from the City discrete
financial assistance for economic development or job
growth expressly articulated and idemtified by the
City, as contrasted with generalized financial
assistance such as through tax legislation, in
accordance with the following monetary limitations.
Assistance given in the amount of one miilion dollars
(31,000,000) or more in any twelve-month period
shall require compliance with this articie for five
years from the date such assistance reaches the one
miltion dollar ($1,000,000) threshold., For assistance
in any twelve-month period tolaling less than one
million dollars ($1,000,000) but at least ons hundred
thousand dollars (31 00,000}, there shall be
compliance for one year if at least ope hundred
thousand dollars ($100,000) of such agsistance is
given in what is reasonably contemplated at the time
0 be on a continuing basis, with the period of
compliance beginning when the accrual during such
twelve-month period of such continuing assistance

reaches the one-hundred thousand dollar ($100,000)
threshold.

Categories of such assistance include, but are
not limited to, bond financing, planning assistance,
tax increment fmancing exclusively by the City, and
tax credits, and shall not include assistance provided
by the Community Development Bank. City staff
assistance shall not regarded as financial assistance
for purposes of this article. A loan shall not be
regarded as financial assistance. The forgivensss of a
loan shall be regarded as financial assistance. A loan
shall be regarded as financial assistance io the extent
of any differential between the amount of the loan
and the present value of the payments thereunder,
discounted over the life of the loan by the applicable
federal rate as used in 26 U.5.C. §§ 1274(d), 7872(f).
A recipient shali not be desmed to include lessees
and sublessees,

A recipient shall be exempted from appleation
of this article if (1) it is in its first year existence, i
which case the exemption shali tast for one (1) year,
(2) it employs fewer than five (5) employses for each
working day in each of twenty (20) or more calendar
weeks in the current or preceding calendar year, or
(3) it obtains a waiver as provided herein. A
recipient -- who employs the jong-term unemployed
or provides trainee positions intended to prepare
employees for permanent positions, and who claims
that compliance with this article would cause an
economic hardship -~ may apply in writing to the City
department or office administering such assistance,
which department or office which shall forward such
application and its recommended action on it to the
City Council. Waivers shall be effected by Council
resolution.

(d) "Contracier” means any person that enters into
(1) & service contract with the City, (2) a service
contract with a public lesses or sublessee or licenses
or sublicensee, or (3) a confract with a City financial
assistance recipient to assist the recipient in
performing the work for which the assistance is being
given., Vendors, such as service contractors, of City
financial assistance recipients shall not be regarded as
contractors except to the extent provided in
subsection (f).

(e} "Designated administrative agency (DAAY"
means that City department or office designated by
Couneil  resolution to  bear  administrative
responsibilities under section 10.37.7.  The City
Clerk shall maintain a record of such designations.
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(fy "Employee" means any person - who is not a
managerial, supervisory, or confidential employes
and who is not required to possess an occupational
license -~ who is employad (1) as a service employes
of a contractor or subconiractor on or under the
authority of one or more service contracts and who
expends any of his or her time thereon, including but
not limited to: hotel employees, restavrant, food
service or banquet employees; janitorial employees;
security guards; parking attendants; nonprofessional
health care employess; gardeners; wasie management
employees; and clerical employees; (2) as a service
employee -~ of a public lessee or licensee, of a
sublessee or sublicenses, or of a service confractor or
subcontractor of a public lessee or licensee, or
sublessee or sublicensee -- who works on the leased
or Hecensed premises; (3) by a City financial
assistance recipient who expends at least half of his

sublicensee, or of a coniracior or subcontractor,
but only where any of the following applies:

(1) The services are rendered on premises af
least a portion of which is visited by
substantial numbers of the public on a
frequent basis (including, but not limited to,
airport passenger terminals, parking lots,
golf courses, recteational facilities);or

(2) Any of the services could feasibly be
performed by City employees if the
awarding authority had the requisite
financial and staffing resources; or

{3) The DAA has determined in writing that
coverage would further the proprietary
interests of the City.

{b) A public lesses or licensee will be exempt
from the requirements of this article subject to
the following limitations:

or her time on the funded project; (4) by a service
contractor or subconiractor of a City financial
assistance recipient and who expends at least half of

his or her time on the premises of the City financial
assistance recipient directly invelved with the
activities funded by the City.

{g) "Employer” means any person who is a City
financial assistance recipient, corractor,
subcontractor, public lessee, public sublessee, public
licensee, or public sublicensee and who is required to
have a business tax regisiration certificate by Los
Angeles Municipal Code §§ 21.00 - 21198 or
successor ordinance or, if expressly exempted by the
Code from such tax, would otherwise be subject to
the tax but for such exemption; provided, however,
that corporations organized under §501 ()(3) of the
United States Internal Revenue Code of 1954, 26
U.S.C. §501 (cX3), whose chief executive officer
earns a salary which, when caleulated on an hourly
basis, is less than eight (8) times the lowest wage
paid by the corporation, shall be exempted as to all
employees other than child care workers,

(h) “Person’ means any individual, propristorship,
partnership, joint venture, corporation, lmited
liability company, trust, association, or other entity
that may employ individuals or enter into contracts.

(i) "'Public lease or lcense.”

{a) Except as provided in (){b), "Public lease or
license" means a lease or license of City property
on which services are rendered by employess of
the public lessee or licensee or sublessee or

(1) The lessee or licensee has annual gross
revenues of Jess than the annual gross
revenne threshold, three hundred fifty
thousand doliars ($350,000), from business
sonducted on City property;

{2) The lesses or licensee employs no more
than seven (7} people total in the company
on and off City property;

(3) To qualify for this exemption, the lessee
or licensee must provide proof of its gross
revenues and pumber of pesopls it employs
in the company's entire workforce to the .
awarding authority as required by
regulation;

(4) Whether annual gross revenues are less
than three hundred fifty thousand doflars
{$350,000) shall be determined based on the
gross revenues for the last tax year prior to
application or such other period as may be
established by regulation;

(5} The annual gross revenue threshold shall
be adjusted annually at the same rafe and at
the same time as the living wage is adjusted
under section 10.37.2 {a);

(6) A lessee or licensee shall be deemed fo
employ no wore than {7) people if the
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company's entire workforce worked an

averags of no more than one thousand two- .

hundred fourteen (1,214) hours per month
for at least three-fourths (3/4) of the time
period fhat the revenue Hmitation is
measured;

{7y Public leases and licenses shall be
deemed fo include public subleases and
sublicenses:

(8) 1f a public lease or Licenss has a term of
more than two (2) years, the exemption
granted pursuant to this section shall expire
after two (2) years but shall be renewable in
two-year ncrements upon meeting the
requirements therefor at the time of the
renewal application or such period
established by regulation,

(i) "Service contract" means a confract let o a
contractor by the City primarily for the funishing of
services to or for the City (as opposed to the purchase
of goods or other property or the leasing or renting of
property) and that involves an expenditure in excess
of twenty-five thousand dollars ($25,000) and 2
contract term of at Jeast three {3) months, but only
where any of the following applies: (1) at least some
of the services rendered are rendered by employees
whoge work site is on property owned by the City, (2)
the services could feasibly be performed by City
employees if the awarding authority had the requisite
financial and staffing resources, or (3) the DAA has
determined in writing that coverage would further the
proprietary interests of the City.

(k) “'Subcontractor” means any person noi an
employee that enters into a contract (and that
employs employeses for such purpose) with (1) a
contractor or subcontractor io assist the contractor in
performing a service contract or (2) a contractor or
subcontractor of a public lessee or licemsee or
sublessee or sublicensee io perform or assist in
performing services on the leased or licensed
premises. Vendors, such as service confractors or
subcontractors, of City financial assistance recipients
shall not be regarded as subcontractors except to the
extent provided in subsection (f).

(Iy "Willful violation" means that the employer
knew of his, her, or its obligations under this article
and deliberately failed or refused to comply with its
provisions,

SECTION HISTORY

Article and Section Added by Ord. No. 171,547, Eff. 5-5-97,
Amanded by: In Entirety, Ord. No. 172,336, Eff 1-14-99.
Amended by: Subsec. (af, (@) (0, (g (), (%), Crd No. 173747, Ef.
1-03-01,

See, 18.37.2 Payment of Minimum Compensation
io Employees,

{a) Wagss

Employers shall pay employees a wage of no
jess than the howly rates set under the authority of
this article. The initial rates were seven dollars and
twenty-five cents ($7.25) per how with health
benefits, as described in this article, or otherwise
eight dollars and fifty cents ($8.50) per hour. With
the anpual adjustment effective July 1, 1998, such
rates were adjusted to seven dollars and thirty-nine
cents ($7.39) per hour with health benefits and eight
dollars and sixty-four cents ($8.64) without. Such
rates shall continue to be adjusied annually to
correspond with adjustments, if any, to retirement
benefits paid to members of the Los Angeles City
Employees Retirement System ("LACERS™), made
by the CERS Board of Administration under §
4,1040, The Office of Administrative and Research
Services shall so advise the DAA of any such change
by June 1 of each year and of the required new hourly
rates, if any, On the basis of such report the DAA
shall publish 2 bulletin announcing the adjusted rates,
which shall take effect upon such publication,

{b) Compensated days off

Employers shall provide at least twelve (12)
compensaied days off per year for sick leave,
vacation, or personal necessity at the employse's
request. Employers shall also permit employses fo
take at least an additional ten (10) days a year of
uncompensated time fo be used for sick leave for the
iliness of the employee or a member of hig or her
immediate family where the employee has exhausted
his or her compensated days off for that yeas,

SECTION HISTORY

Artiele and Section Added by Ord, No. 171,547, Bff. 5-5-97.
Amended by: In Entirety, Ord. No. 172,336, Efi. 1-]4-99.
Amended by: Subsec. {a}, Ord. No. 173747, Bff. 1-03-01,

Sec. 14.37.3 Health Benefits.

Health benefits required by this article shall consist
of the paymeni of at least one dollar and twenty-five
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cents ($1.25) per hour towards the provision of health
care benefits for employees and their dependents.
Proof of the provision of such benefits st be
submitted to the awarding authority to qualify for the
wage rate in section 10.37.2(a} for employees with
health benefits.

SECTION HISTORY

Article and Section Added by Ord. No. 171,547, Eff. 5-5-97.
Amended by: In Entirety, Ord, No. 172,336, Eff. 1-14-99.

Sec. 10374  Noiifying Employess of their
Potential Right to the Federal Farned Income
Credit.

Emplovyers shall inform employees making less than - .

twelve dollars (§12) per hour of their possible right to
the federal Eamed Income Credit {("EIC™) under § 32
of the Internal Revenue Code of 1954, 26 US.C,
§ 32, and shall make available to employees forms
informing them about the EIC and forms required to
secure advance EIC payments from the employer.

SECTION HISTORY

Arficle and Section Added by Ord, No. 171,547, Ef. 5-5-97.
Amended by: In Entirety, Ord. No. 172,336, Eff. I-14-99.

Sec. 10.37.5 Retaliation Prohibited.

Neither an employer, as defined in this article, nor
any other person employing individuzls shall
discharge, reduce In compensation, or otherwise
discriminate against any employse for complaining to
the City with regard to the employer's compliance ar
anticipated compliance with this article, for opposing
any practice preoscribed by this article, for
participating in proceedings related to this article, for
seeking to enforce his or her rights under this article
by any lawful means, or for otherwise asserting rights
under this article,

SECTION HISTORY

Article and Section Added by Ord. No. [71,547, B, 5-5-97.
Amended by, In Entirety, Ord. No. 172,336, Eff. 1-14-99.

Sec. 10.37.6 Enforcement.
(a) An employes claiming violation of this article

may bring an action in the Municipal Court or
Superior Court of the State of California, as

Aappropriate, against an employer and may be
awarded:

{I) For failure to pay wages required by this
article -- back pay for each day during which the
violation continued. :

(2) For failure to pay medical benefits -- the
differential between the wage required by this
article without benefits and such wage with
benefits, less amounts paid, if any, toward
medical benefits.

(3) For retaliation -- reinstatement, back pay, or
other equitable relief the court may deem
appropriate.

{4) For willful violations, the amount of montes
to be paid under (1) - (3) shall be trebled.

(b} The court shall award reasonable attorney's fees
and costs t0 an employee who prevails in any such
enforcement action znd to an employer who s0
prevails if the employee's suit was frivolous,

{c) Compliance with this article shall be required in
all City coptracts to which it applies, and such
contracts shall provide that violation of this articie
shall constifute a material breach thereof and entitle
the City fo terminate the coniract and otherwise
pursue legal remedies that may be available. Such
contracts shall also include a pledge that there shall
be compliance with federal law proscribing
retaliation for union organizing,

(d) An employee claiming violation of this article
may report such claimed violation to the DAA which
shall investigate such complaint. Whether based upon
such 2 complaint or otherwise, where the DAA has
determined that an emplover has violated this article,
the DAA shall issue a written notice to the employer
that the violation is to be corrected within ten (10)
days. In the event that the employer has not
demonstraied to the DAA within such period that it
has cured such violation, the DAA may then;

(1} Request the awarding authority to declare a
material breach of the service comract, public
lease or licenss, or financial assistance
agreement and exercise its contractual remedies
thereunder, which are to include, but not be
limited to, termination of the service confract,
public lease or license, or financial assistance
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agreement and the return of monies paid by the
City for services not yet renderad,

{2y Reqguest the City Cowmgil to debar the
employer from future City contracts, leases, and
licenses for three (3) vears or until all penalties
and restitution have been fully paid, whichever
occurs last.  Such debarment shall be fo the
extent permitted by, and under whatever
procedures may be required by, law.

(3} Request the City Attorney to bring a civil
action against the employer seeking:

iy Where applicable, payment of all unpaid
wages or health premiums prescribed by this
article; and/or

(it) A fine payable to the City in the amount
of up to ene hundred dollars (5100} for each
violation for each day the violation remains
uncured. '

Where the alleged violation concerns non-

payment of wages or health premiums, the

employer will not be subject to debarment or
civil penalties if it pays the monies in dispute
into a holding account maintained by the City for
such pwrpose. Such disputed monies shall be
preseated to a2 neutral arbilvator for binding
arbitration.  The arbitrator shall determine
whether such moniss shall be disbursed, in
whole or in part, to the employer or to the
employess in question. Regulations promuigated
by the DAA shall esitablish the framework and
procedures of such arbiation process. The cost
of arbitration shall be borne by the City, unless
the arbifrator determines that the employer's
position in the matter is frivolous, in which event
the arbitrator shall assess the employer for the
full cost of the arbitration. Interest earned by the
City or: monies held in the holding account shall
be added to the principal sum deposited, and the
monies shall be disbursed in accordance with the
arbitration award. A service charge for the cost
of account maintenance and service may be
deducted therefrom.

(e} Notwithstanding any provision of this Code or
any other ordinance to the conirary, no criminal
penalties shall attach for violation of this article,

SECTION HISTORY

Article and Section Added by Ord No, 171,547, Ef. 5-5-97.

Amended by: In Entivety, Ord, No. 172,336, EXf 1-14-99.
Amended by: Subsec. (d)(i], Ord. No. 173747, Eff. 1-03-81.

Sec. 1@.37.7 Administration,

The City Couneil shall by resolution designate a
department or office, which shall promulgate rules
for implementation of this adicle and otherwise
coordinate administration of the requirements of this
article ("designated adminisirative agency” - DAA).
The DAA shall monitor complance, including the
investigation of <claimed violations, and shail
promulgate implementing regulations consistent with
this article. The DAA shall also issue determinations
that persons are City financial assistance recipients,
that particular contracts shall be regarded as "service
contracts" for purposes of section 10.37.1(3), and that
particular leases and licenses shall be regarded as
"public leases" or "public licenses" for purposes of
section 10.37.1(1), when it receives an application for
a determination of non-coverage or exemption as
provided for in section 10.37,13. The DAA shall also
establish employer reporting requirements on
employes compensation and on notification about
and usage of the federal Earned Income Credit
referred to in § 10.37.4. The DAA shall report on
compliance to the City Council no less frequently
than annually.

During the first, third, and seventh vears of this
article's operation since May 5, 1997, and every third
year thereafter, the Chief Administrative Officer and
the Chief Legiglative Analyst shall conduct or
commission an evaluation of this article's operation
and effects. The evaluation shall specifically address
at least the following matiers: (a) how extensively
affected employers are complying with the article; (b)
how the article is affecting the workforce
composition of affected emplovers; {(¢) how the
article is affecting productivity and service quality of
affected employers; (d) how the additional costs of
the article have been distributed among workers, their
employers, and the City. Within ainety days of the
adoption of this article, these offices shall develop
detailed  plans  for evaluation, including a
determination of what current and futwre data will be
needed for effective evaliation.

SECTION HISTORY

Article and Section Added by Ord. No. 171,547, Bff, 5.5.97.
Amended by: In Entirety, Ord. No. 172,336, Eff 1-14.99,
Amended by: Ord. Na, 173747, Bff. 1.03-01,
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Ser, 10.37.8 Exclusion of Service Contracts from
Competitive Bidding Requirement.

Service coniracts otherwise subject to
competitive bid shall be let by competitive bid if they

involve the expenditure of at least two-million doltars -

($2,000,000). Charter § 387 shall not be applicable
to service comracts.

SECTION HISTORY

Article and Section Added by Ord. No. 171,547, Eff. 5-5-97,
Amended by: In Entivery, Ord. No, 172,336, £ 1-14-99,

Sec. 10.37.9 Coexistence with Other Available
Reliel for Specific Deprivations of Protected
Rights.

This article shali not be consirued to limit an
employes's right {o bring legal action for violation of
other minimum compensation laws.

SECTION HISTORY

Avrticle and Section Added by Ord. No. 171,547, Eff. 5.5-97.
Amended by: In Enfivety, Ord. No. 172,336, Eff. 1-14-9%,

Sec. 16.37.10 Expenditures Covered.

This article shall apply to the expenditure --
whether through zid to City financial recipients,
service contracts et by the City, or service contracts
let by its financial assistance recipients -- of funds
entirely within the City's contrel and to other funds,
such as federal or staie gramt funds, where the
application of this article is consonant with the laws
authorizing the City to sxpend such other funds,

SECTION HISTORY

Article and Szotion Added by Ord, Ne. 171,547, Eff. 5-5-97.
Amended By: In Entirety, Ord No, 172,336, Effi. 1-14-99,

See. 10.37.11 Timing of Application.
(a) Original 1997 ordinance.

The provisions of this article as enacted by City
ordinance no. 171,547, effective May 5, 1997, shall
apply to (1) contracts consummated and financial
assistance provided after such date, (2) confract
areendments consurnmated after such date and before
the effective date of the 1998 ordinance which
themselves met the requirements of former section
10.37.1¢h) (definition of "service contract™) or which

extended contract duration, and (3) supplementa
financial assistance provided after May 5, 1997 and
before the sffective date of the 1998 ordinance which
itself met the requirements of section 10.37.1(c).

(b} 1998 amendment.

The provisions of this articie as amended by the
1993 ordinance shall apply to (1) service contracts,
proprietary leases or licenses, and financial assistance
agreements consummated after the effective date of
such ordinance and (2) amendmenis, consummated
after the effective date of such ordinance, to service
confracts, proprietary leases or licenses, and financial
assistance agreements that provide additional monies
or which extend term.

(¢} 2000 ameéndment,

The provisions of this article as amended by the 2000
ordinance shall apply to {1) service contracts, public
leases or public licenses and City financial agsistance
recipient agreements consummated afier the effective
date of such ordinance and (2) amendments to service
contracts, public leases or licenses and City financial
assistance  recipient agreements which  are
consummated afier the effective date of such
ordinance and which provide additional monies or
which extend the term.

SECTION HISTORY

Article and Section Added by Ord. No. 171,547, Eff. 5-5-97.
Amended by: In Entivety, Ord. No, 172,336, Eff. 1-14-99,
Added Subsec. (c), Ord. No, 173747, Eff. 1-03-01.

Sec. 10.37.12 Supersession by Collective
Bargaining Agreement,

Parties subject to this article may by collective
bargaining agreement provide that such agreement
shall superseda the requirements of this article.

SECTION HISTORY

Aprlicle and Section Added by Ord. No. 171,547, Eff 5-5-97.
Arended by: In Entirety, Ord. No. 172,336, Eff. 1-14-99.

Sec, 10.37.13 Liberal Interpretation of Coverags;
Rebuttable Presumpiion of Coverage.

The definitions of "City financial assistance
recipient” in section 10.37.1{c), of "public lease or
lcense™ in section 10.37.KD), and of “service
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comtract” in section 10.37.(j) shall be Iiberaily
interpreted so as to further the policy objectives of
this article. All recipients of City financial assistance
meeting the monetary threshokis of section
10.37.1(c), all City leases and licenses (including
subleases and sublicenses) where the City is the
lessor or licensor, and 2l City contracts providing for
services that are more than incidental, shall be
presumed to meet the corresponding definition just
mentioned, subject, however, t0 a determination by
the DAA of non-coverage or exernption on any basis
allowed by this article, including, but not limited to,
non-coverage for failure to satisfy such definition,
The DAA shall by regulation establish procedures for
informing persons engaging in such transactions with
the City of their opportunity fo apply for a
determination of non-coverage or exemption and
procedures for making determinations on such
applications.

SECTION HISTORY

Article and Section Added by Ord. No. 171,547, Eff, 5-5-97.
Amended by: In Enivety, Ord No. 172,336, Eff, [-14-99.
Amended by: Ord, No, 173747, il 1-03-01.

Sec, 10.37.14 Severability

If any provision of this article is declared lagally
mvalid by any court of competent jurisdiction, the
remaining provisions shall remain in full force and
effect.

SECTION HISTORY

Article and Section Added by Ord. No, 171,547, Eff. 5-5.97,
Amended by: In Pntirety, Ord, No. 172,336, BfF i-14-99
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180877

ORDINANCE NO.

An ordinance amending Sections 10.87.1, 10.37.2, 10.37.3 and adding a new
subsection {d) to Section 10.37.11 of the Los Angeles Administrative Code to provide
certain covered alrport workers with an Inoreased health bansfit payment and to
additionally index such health benefit payment to correspond to changes in the
Consumer Price Index and require a periodic revisw of the health benefit payment.

THE PEOPLE OF THE CITY OF LOS ANGELES
DO ORDAIN AS FOLLOWS:

Secfion 1. Legislative Findings. in 1997, Los Angeles hecame one of the flrst
cifes in the nation and the first in Californla to pass a living wage ordinance ("LWO")
requiring certain City contractors, financial assistance recipients, lessees, exclusive and
non-exclusive licensees, and other persons and entities doing business with the City to
pay smployees a lving wage. As of July 1, 2009, the LWO requires covered employers
1o pay a wage of $10.30 per hour with health benefits and $41.55 per hour without

health benefits.

‘While the wage portion of the LWO is Indexed to the Consumer Price Index (CP1)
and, as a result, has risen from $7.25 per hour to $10.30 per hour aa of July 1, 2008,
the heatth benefit payment is not similarly indexed to the CPI and s0 has remained at
$1.25 per hour since the LWO was adopted In 1997. Addifionslly, the health benefit
payment has not been periodically reviewed fo ensure that the payment accurately
reflects the actual cost of heaith care. Studies, including a study performed by Mercer
Human Resource Consulting at the reguest of the Offles of Administrative and
Research Servicas, show that a payment of $1.25 per hour is clearly insufficient fo
cover the actusl cost of health care, As a result of the health benefit payment being so
low compared to the actual cost of coverage, employees sither have no access {o an
-employer-provided health plan or must pay largs outof-pocket costs In arder fo access
such a healfh plan for themselves and thelr family members.

Siudies, including the study performed by Mercer Human Resource Consulting,
show that high ampioyee cost share relative o available income can curtail access to
medical care providers, the purchase of medication, and the pursuit of follow-up
treatment. The lack of health benefils among employees ls parlicularly significant at the
Clty's airporis, where, for instance, as many as 2,600 workers covered by the LWO and
their family members lack health benefifs or rely on public health insurance. A 2009
LAANE sfudy attributes high turnover rates among aliline service workers who have key
operational dutfes such as security and assisting passengers with disabilities to a lack of
health benefits, and varlous studies and polls, including the LAANE study, have shown
that providing family bealth insurance coverage increases the ability of employers to
retain workers. : ’

The LWO recognizes that the City holds a proprietary interest and genuine stake
in the work performed by employees employed by Jessees and licensees of Gity




property and by their service contractors and subcontractors, and by a 1898
amendment, recognized the pfominencs of this interest at facililies visited by the public -
an a frequent basis, including the City's airports,

The City through the Depariment of Alrports has embarked upon a number of
projecis and Initiatives to improve the passenger experienice at LAX, including: {j) the
adoption of a Service Standards Policy; (i) an extensive capital improvement program
that Inciudes the renovation and upgrading of the Tom Bradiey International Terminal;
and {iit) a revampling of its concessions program. The retention of a qualified and stable
waorkforce s vital fo the success of these efforts,

Workers at the City's alrporis routinely interface with the traveling public and,
thetefore, are bath particularly at risk of sxposure fo the HIN1 virus and other
epidemics and pandemics and to exposing the traveling public to ilinesses as well,
thereby risking widespread and accelerated spreading of communicable iilnesses
worldwide. For Instance, at LAX alone, some 51 million international and domestle
passengers travel through s nihe terminals, making LAX one of the busiest aiports in
the world,

In addition, the lack of health benefits among workers at City airporis conjers a
heavy burden on taxpayers, Taxpayers spend an estimated $3.2 million per year to
cover the cost of the Medi-Cal and Healthy Families programs for LAX workers and their
familles. According to Families UJSA, eight people in California are esfimated fo die
svery day due fo lack of health coverage, and uninstired children are six times more
likely than insured chikdren to have gone without needed medical or dental care, mora
likely 1o be hospitalized for preventable or reatable inesses, and more likely fo miss

schoal, '

Moreover, a 2005 study of families who fiied for bankrupicy protection found that
haif cited medical causes, and a Hauvard researcher studying home foreciosures in
Californla and three other states found that medical bills contributed fo twenty-three
percent of all horme foreclosure filings. Burdening working families with unmanagesable
medical expenses worsens and deepens the nation’s economic orisis.

In order {0 address and correct the condifions enumerated above, this ordinance
armends the LWO to Increase the health benefit for workers af the City's alipors
coversd by the LWOQ In order to promote the provision of health benefits to siigible
airport workers and their families, and additionally provides for annual adjusiments o
and perfodic reviews of the health benefit payment fo alrport workers to ensure that the
amount aceurately reflects the cost of health coverage.

Sec, 2, Bubsections (&) through () of Section 10.37.1 of the Los Angeles
Adnuntsirative Code are redesignated as Subsections () through (¢), and three new
Subsections, designated (a) through (¢) are added o read as follows:




(@) “Alrporf” means the Depariment of Airénrts and each of the airperts
which it operales.

Ay MAkport Employer” means an Employet, as the tetm is defined In this
section, at the Airport.

(o)  “Airport Employes” means an Employee, as the term Is defined in this
section, of an Alrport Employer,

Set. 3. Subsection (a) of Section 10,37.2 of the Los Angeles Administrative
Code Is amended in its entirety to read as follows: '

() Wages. Employers shall pay Employees a wage of no less than the
hourly rates set under the authority of this article. The initial rales were seven dollars
and twenty-five cents (§7.25) per hour with health benefits, as described In this aricle,
or otherwise eight dollars and fifty cents ($8.50) per hour without health beneflts, With
the annuyal adjustmant effective July 1, 2009, fogether with all previous annual
adjustments as provided by this subsection, such rates are fen dollars and fhirty cents
{$10.30) per hour with heaith benefits or, if health benefits are not provided, then
~ fourieen dollars and eighty cents ($14.80) per hour for Alrport Employees and sleven
~ doltars and fifty-five cents ($11.55) per howur for alt other Employees, The hourly rate

with health benefits fo be pald o all Emplovess and the hourly rate without health
benefits fo be paid to Airport Employees shall be adjusted apnually to correspond with
adjustments, if any, to retirement benefits pald to members of the Los Angelas Gty
Employees Refirement System (LACERS), made by the CERS Board of Administration
under § 4,1040. The Office of Administrative and Research Services shall so advise the
DAA of any such change by June 1 of each year and of the required new hourly rates, if
any. On the basks of such report, the DAA shall publish a bulletin announcing the
adjusied rates, which shall {ake effect upon such publication,

Sea. 4, Séct%on 10.37.3 is amended In iis entitety to read as foliows:

Se. 10.37.3 Health Banefils,

{a)  Health Benefits, The health benefits required by this arficle shall consfst
of the payment of at least four dollars and fiffy cents ($4.50) per hour by Alrport
Employers and at least one dollar and twenty-five cents ($1,28) per hour by all other
Employers towards the provision of health care bensfits for Employees and their
dependents. Proof of tha provision of such benefits must be submitied fo the awarding
authorily To qualify for the wade rate in Secfion 10.37(a) for Employees with health
benefits, Airport Employses cannot walve the haalth benefits offered by an Alrport
Empioyer when the Airport Employer does nol require an out-of-pocket confribution by
the Alrport Employee. Consistent with and as shall be reflected in the howrly raies

payable fo Airport Employess as provided in 10.37.2(a) above, the amount of payment -

for health bensfits by Alrpor Employers shall be adjusted annually to correspond with
adjustments, i any, to refirement benefits pald o members of the Los Angeles City




Employees Retirement Systern (LACERS), made by the CERS Board of Administration
under &€ 4,1040, The Office of Administrative and Research Services shall so advise the
DAA of any such change by June 1 of 2ach year and of the required new hourly
payments, If any. On the basis of such report, the DAA shall publish a bulletin
announcing the adjusted payment, which shall take effect upon such publication,

()  Periodic Raview.

At least onee every three years, the Office of Administrative and Research
Services shail review the health benefit payment by Alrport Ermnplovers set forth in
10.37.3(a) fo determine whether the payment accurately reflects the cost of health care
and to asseas the impacts of the haalth benefit payment on Alrport Employers and
Airport Employees and shall transmit a report with Its findings to the Council,

Sec, 5. A new Subsection (d) of Section 10.37.11 is addad to read as follows;

(d) 2008 Amendment. The provisions of this artlcle as amendad by the 2000
ordinance shall becams operative ninety (B0} days following the effective dafe of the
2009 ordinance.

R —




Ses. 8, The City Clerk shall certify to the passage of this ordinance and have it
pubhshed in aceordancs with Councll policy, etther in 2 dally newspaper chroulated
in the City of Los Angeles or by posting for ten days In three public places in the City of
Los Angeles: one copy on the bulletin board located at the Main Strest entrance to the
Los Angeles City Hall; one copy on the bulletin board located at the Maln Street
entrance fo the Los f-\ngele& City Hall East; artd one copy on the bulletin board located
at the Temple Street entrance fo the Los Angeles County Hali of Records.

| hereby certify that this ordinance was passed by the Councli of the Gity of
Los Angeles, at ks mesting of 3P 0.9 280y

JUNE LAGMAY, City Cterk

Deputy

Approved

i/ " SEB Y 5 dgig

Mayor

Approved as fo Form and Legality

CARMEN A, TRUTAN! City A’ctomey

By

THERESA Al STAMUS

\gj ssistant City Aftorney
pite AL plbinders 7 2007

File No. 07.-2247

MAProprigtary OCCYORDINANCES AND REPORTSWWHBoM 9-¢ 4.50 Finaldos




EXHIBITI

Service Contractor Worker Refention Ordinance




LOS ANGELES ADMINISTRATIVE CODE
Div. 10, Ch. 1, Art. 10

SERVICE CONTRACTOR WORKER RETENTION CRDINANCE

Sec. 10.36 Findings and Statement of Poliey.

The City awards many contracts to private firms
to provide services to the public and to City
government, The City awards many contracts {0
private firms to provide services to the public and to
City government. The City also provides finencial
assistance and funding to others for the purpose of
scopomic development or job growth. Atthe
conclusion of the terms of a service coniract with the
City or with those receiving financial assistance from
the City, competition results in the awarding of a
service contract to what may be a different
contractor. These new contracts often involve
anticipated changes in different managerial skills,
new technology or techniques, new themes or
presentations, or lower costs,

The City expends grant funds under programs
created by the federal and state governments. Such
expenditures serve to promote the goals established
for those programs by such governments and similar
goals of the Cify. The City intends that the policies
undertying this article serve to guide the expenditire
of such funds to the extent allowed by the laws under
which such grant programs are established.

Despite desired changes through the process of
entering into new contracts, it is the experience of the
City that reasons for change do not necessarily
include a need to replace workers presently
performing services who already have usefn]
knowledge about the workplace where the services
are performed.

Incumbent workers have already invaluable
knowledge and experience with the work schedules,
practices, and clients. The benefits of replacing thess
workers without such experiences decreases
efficiency and results in a disservice to City and City
financed or assisted projects,

Retaining existing service workers when a
change in confractors occurs reduces the tikelihood of
tabor disputes and disruptions. The rednction of the
likelihood of labor disputes and disruptions results in
the assured contimity of services to citizens who
recejve services provided by the City or by City
financed or assisted projects,

It is unacceptable that contracting decisions
involving the expenditure of City funds should have
any potential effect of creating unemployment and
the consequential need for social services. The City,
as 2 principal provider of social support services, has
an interest in the stability of employment under
coniracts with the City or by those receiving financial
assigtance from the City. The retention of existing
workers benefits that interest,

SECTION HISTORY

Article and Section Added by Ord No. 170,784, Eff, 1-13-96.
Amended by: Article and Section, Ord. No. 171,004, Eff, 5-18-96.

See, 10.36.1. Definitions.

 The following definitions shall apply
throughout this article;

{#) "Awarding authority” means that subordinate
or component entity or person of the City (such as a
department) or of the financial assistance recipient
that awards or is otherwise responsible for the
administration of a service contract or, if none, then
the City or the City financial assistance recipient.

(b} "City" means the City of Los Angeles and all
awarding authorities thereof, including those City
departments which exercise independent control over
their expenditure of funds, but excludes the
Community Redevelopment Agency of the City of
Los Angeles.

{c) "City financial assistance recipient' means any
person that receives from the City in any twelve-
month period discrete financial assistance for
econemic development or job growth expressly
articulated and identified by the City fotaling at least
one hundred thousand dollars ($100,000); provided,
however, that corporations organized under Section §
503(c)(3) of the United States Internal Revenue Code
of 1954, 26 1.8.C. § 501(c)(3), with annwal operating
budgets of less than fve million dollars (§5,000,000)
or that regularly employ homeless persons, persons
wheo are chronically unemployed, or persons
receiving public assistance, shall be exempt,

Categories of such assistance include, but are not
limited to, bond financing, plamming assistance, tax
increment financing exclusively by the City, and tax

EXHIBIT I 1
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credits, and shall not include assistance provided by
the Community Development Bank, City staff
agsistance shall not be regarded as financial
assistance for purposes of this article. A loan shall
not be regarded as financial assistance. The
forgiveness of a loan shall be regarded as financial
asgistance, A loan shall be regarded as financial
assistance fo the extent of any differential betwesn
the amount of the loan and the present value of the
payments thereunder, discounted over the life of the
loan by the applicable federal rate as nsed in 26
U.8.C. Sections 1274(d}, 7872(f). A recipient shall
not be deemed to include lessses and sublessees.
Service contracts for economic development or job
growth shal] be deemed such assistance once the
$100,000 threshold is reached,

{d) "Contractor™ means any person that enters into
a service contract with the City or & City financial
assistance recipient.

(¢) "Employee” means any person employed as a
service employee of a confractor or subcontractor
earning less than fifteen dollars ($15.00) per bowr in
salary or wage whose primary place of employment
is in the City on or under the authority of a service
confract and including but not limited to; hotel
employees, restawrant, food service or banquet
employees; janitorial employees; security guards;
parking attendants; nonprofessional health care
employees; gardeners; wasie management
employees; and clerical employees; and does not
inciude a person who is (1) a managerial,
supervisory, or confidential employees, or (2)
required to possess an occupational license,

(fy "Person' means any individual, proprietorship,
partnership, joint venture, corporation, limited
liability company, trust, association, or other entity
that may employ individuals or enter into contracts.

{g) "Service contract™ means a contract letto a
contractor by the City or a City financial assistance
recipient primarily for the furnishing of services to or
for the City or financial assistance recipient (as
opposed to the purchase of goods or other property)
and that involves an expenditure or receipt in excess
of twenty-five thousand doflars (825,000 and a
contract term of at least three months,

(h) "Subcontractor’ means any person not an
employee that enters into a contract with a contractor
1o assist the contractor in performing a service
contract and that employs smployess for such

purpose.

EXHIBIT I
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(i) "Suceessor service contract' means a service
contract where the services to be performed are
substantially similar to & service contract that has
been recently terminated,

SECTION HISTORY

Added by Ord, No. 170,784, Eff. 1-13-96,
Amended by: Ord No. 171,004, Eff. 5-18-96; Subsec. (¢}, Ord.
No. 172,843, B 11-4-99,

Sec. 10.36.2. Transition Employment Period.

{a) Where an awarding authority has given notice
that a service contract has been terminated, or where
a service contractor has given notice of such
tetrnination, wpon recetving or giving such notice, as
the case may be, the terminated contractar shall
within ten (10) days thereafter provide to the
successor contractar the name, address, date of hire,
and employment occupation classification of each
employee in employment, of itself or subcontractors,
at the time of contract fermination. If the terminated
contractor has not learned the identity of the
successor contractor, if any, by the time that notice
was given of contract termination, the terminated
contractor shall obtain such information from the
awarding authority. If a successor service contract
has not been awarded by the end of the ten (10)-day
period, the employment information referred to
earlier in this subsection shall be provided to the
awarding authority at such time. Where a
subcontract of a service coniract has been terminated
prior to the termination of the service contract, the
terminated subconfractor shall for purposes of this
article be deemed a terminated contractor,

(1) Where a service contract or coniracts are
being let where the same or similar services were
rendered by under multiple service coniracts, the
City or City financial aid recipient shall pool the
smaployees, ordered by seniority within job
classification, under such prior contracts.

(2) Where the use of subconiractors has occurred
under the terminated contract or where the use of
subcontractors is to be permitied under the
successor confract, or where both circumstances

- arise, the City or City financial assistance
recipient shall pool, wher applicable, the
employees, ordered by seniority within job
classification, under such prior contracts or
subcontracts where required by and in
accordance with rules authorized by this article.

2



{b) A successor confractor shall refain, for a ninety
(90)-day transition employment period, employees
who have been employed by the terminated
conlractor or its subcontractors, if any, for the
preceding twelve (12} months or longsr, Where
pooling of employees has ocowrred, the successor
contractor shall draw from such pools in accordance
with rules established under this article. During such
ninety (90)-day period, employees so hired shall be
employed under the terms and conditions established
by the successor confracior (or suboontractor) or as
required by law.

(c) Ifat anytime the sucesssor contractor determines
that fewer employees are required to perform the new
service contract than were required by the terminated
contractor {and subcontractors, if any), the successor

contractor shall retain employees by seniority within

job classification.

{d) During such ninety (90)-day period, the
successor contractor {or subcontractor, where
applicable) shall maintain a preferential hiring list of
eligible covered employees not retained by the
successor contracior {or subconiractor) from which
the successor contractor {or subgontractor} shall hire
additional employees.

{e) Except as provided in subsection (c) of this
section, during such minety (90¢)-day period the
successor contractor (or subcontractor, where
applicable) shall not discharge without cause an
employee retained pursuant to this article, "Cause"
for this purpose shall include, but not be limited to,
the employee's conduct while in the employ of the
terminated contractor or subconiractor that
contributed to any decision to terminate the contract
or subeontract for frand or poor performance,

{fy Atthe end of such ninety (90)-day period, the
successor contractor (or subcontractor, whers
appticable) shall perform a written performance
evaluation for each employss retained pursuant to
this article. If the employee's performance during
such ninety (90)-day period is satisfaciory, the
successor contractor (or subcontractor) shall offer the
employee continued employment under the terms and
conditions established by the successor contractor {or
subcontractor) or as required by law. During such
ninety (90}-day period, the successor contractor shall
maintain a preferential hiring list of eligible covered
employees not retained by the successor confractor
from which the successor contractor shall hire
additional employees.

(g) Ifthe City or a Cify financial assistance recipient
enters into a service contract for the performance of
work that prior to the service contract was perfonned
by the City's or the recipient's own service
employees, the City or the recipient, as the case may
be, shall be deemed to be a "terminated coniractor”
within the meaning of this section and the contractor
under the service confract shall be deemed to be a
"successor contractor” within the meaning of th:s
section and section 10.36.3.

SECTION HISTORY

Added by Ord. No, 170,784, Efi, 1-13-96.
Amended By: Ord. No, 171,004, Ef, 5-18-96; Subsec. (g} Added,

Ord. No, 172,349, Eff 1-29-99.

Sec, 10.36.3, Enforcement.

{z) An employee who has been discharged in
violation of this articie by a successor confractor or
its subcontractor may bring an action in the
Municipal Court or Superior Court of the State of
California, as appropriate, against the successor
contractor and, where applicable, its subcontractor,
and may be awarded:

(1) Back pay for each day during which tﬁe
violation continues, which shail be calculated at
a rate of compensation not iess than the higher
of:

{A) The average regular rate of pay received
by the employee during the last 3 years of
the employee's employment in the same
oceupation classification; or

(B) The final regular rate received by the
employee.

(2) Costs of benefits the successor contractor
would have meurred for the employee under the
successor contractor's (or subcontractor's, where
applicable) benefit plan,

(b} If the emplovee is the prevailing party in any such
legal action, the court shall award reasonable
attorney's fees and costs as part of the costs
recoverable.

() Compliance with this article shall be required in
all City contracts to which it applies, and such
contracts shail provide that violation of this article
shall entitle the City to terminate the contract and
otherwise pursue legal remedies that may be
available,
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{d) Notwithstanding any provision of this Code or
any ofher ordinance to the contrary, no criminal
penalties shall attach for any violation of this articie.

SECTION HISTORY

Added by Ord. No. 170,784, Eff. 1-13-96,
Amended By: Ord No, 171,004, Eff. 5-18-96,

Sec. 10.36.4. Exemption for Successor Contractor
or Subconfractor's Prior Employees.

An awarding authority shall upon application by a
cohiractor or subcontractor exempt from the
requirements of this article a person employed by the
contractor or subcontractor continuously for at least
twelve (12) months prios to the commencement of
the successor service contraci or subcontract who is
proposed to work on such contract or subcontract as
an employee in a capacity similar to such prior
erployment, where the application demonstrates that
(&) the person wouild otherwise be laid off work and
(b} his or her retention would appear o be helpful to
the contractor or subcontractor in performing the
successor confract or subcontract, Once 3 person 5o
exempted commences work under a service coniract
or subcontract, he or she shall be deemed an
employee as defined in Section 10.36.1(e) of this
Code.

SECTION HISTORY

Added by Ord No. 170,784, Eff. I-13-96,
Amended By: Ord. No. 171,004, Eff. 5-18-96.

Sec, 10.36.5. Coexistence with Other Available
Relief for Specific Deprivations of Protected
Righis.

This article shall not be construed to Jimit an
employee's right to bring legal action for wrongful
termination.

SECTION HISTORY

Added by Ord. No. 170,784, Ef" 1-13-96.
Amended By: Ord, No. 171,004, Eff. 5-18-96.

Sec. 10.36.6. Expenditures Covered by this Article.

This article shall apply to the expenditwre, whether
through service contracts let by the City or by its
financial assistance recipients, of funds entirely
within the City's control and to other funds, such as
federal or state grant funds, where the application of
this article is consonant with the laws authorizing the

EXHIBIT X

City to expend such other funds. City financial
assistance recipients shall apply this article to the
expenditure of non-City funds for service contracts to
be performed in the City by complying themselves
with § 10.36.2(g) and by contractually requiring their
service contractors to comply with this article, Such
requirernent shall be fmposed by the recipient until
the City {inancial assistance has been fully expended.

SECTION HISTORY

Added by Ord. No. 171.004, Ef 5-18-96.
Amended by: Ord No. 172,337, Eff. 1-14-92; Ord. No. 172,843,
Eff 11-4-99

See. 10.36,7, Timing of Application of Ordinances
Adding and then Amending this Article.

The provisions of this article as set forth in City
Ordinance Na. 171,004 shall apply to contracts
consurnmated and financial assistance provided after
May 18, 1996 {the effective date of City Ordinance
No. 171,004), As for contracts consurnmated and
financial assistance provided after the original
version of this article took effect on January 13,1996
{by City Ordinance No. 170,784} and through May
18,1996, the City directs its appointing authorities
and urges others affected to use their best efforts to
work cooperatively so as to allow application City
Ordinance No. 171,004 rather than City Ordinance
No. 170,784 to service contracts let during such
period. No abrogation of contract or other rights
created by City Qrdinance No. 170,784, absent
congent fo do so, shall be effected by the refroactive
application of City Ordinance No. 171,004,

SECTION HISTORY

Addad by Ord. No. 171,784, Eff.1-13-96.
Amended by: Ord. No. 171,004, Eff. 5-18-94; Ord, No. 172,337,
Eff 1-14-99,

Sec. 10.36.8. Promulgation of Implementing Rules,
The City Council shali by resolution designate a
department or office, which shall promulgate rules
for implernentation of this article and otherwise

coordinate administration of the requirements of this
article.

SECTION HISTORY

Added by Ord, No. 171,004, Eff.5-18-96.
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Sec. 10.36.9. Severability.

I any severable provision or pravisions of this article
or any application thersof is held invalid, such
invalidity shall not affect other provisions or
applications of the article that can be given effect
notwithstanding such mvalidity.

SECTION HISTORY

Added by Ord. No, 171,004, Eff-5-18-96.
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LOS ANGELES ADMINISTRATIVE CODE
Div. 10, Ch. 1, Art. 1

CHILD SUPPORT

Sec. 10,10, Child Support Assignment Orders.
a, Definitions.

1. Awarding Authority means a subordinate or
component entity or person of the City (such as a
City department or Board of Comrmissioners)
that has the authority to enter into a coniract or
agreement for the provision of goods or services
on behalf of the City of Los Angeles.

2, Contract means any agreement, franchise,
lease or concession including an agreement for
any occasional professional or technical personal
services, the performance of any work or service,
the provision of any materials or supplies, or the
rendering of any service to the City of Los
Angeles or to the public which is let, awarded or
entered into with, or on behalf of, the City of Los
Angeles or any awarding aathority thereof,

3. Contractor means amy person, fIrm,
gorporation, paripership or any combination
thereof which subimits a bid or proposal or enters
into a contract with any awarding awthority of
the City of Los Angeles,

4. Subcontractor meaas any person, firm,
corporation, parimership or any combination
thereof who eniers into a confract with a
contractor to perform or provide a portion of any
contract with the City.

5, Principal Owrer means any person who
owns an interest of 10 percent or more in a
confractor or subcontractor as defined herein.

b. Mandatory Contract Provisions.

Every contract that is left, awarded or entered
into with or on behalf of the City of Los Angeles
shall contain a provision obligating the contractor or
subcontractor to fully comply with all applicable
State and Federal employment reporting requirernents
for the contractor or subconfractor's emplovees. The
confractor or subconiractor will alse be required to
certify that the principal owner(s) thereof are in
compliance with any Wage and Earnings Asstgnment
Orders and Notices of Assigrunent applicable to them

personally, that the contractor or subcentractor will
folly comply with all lawfully served Wage and
Barnings Assignment Orders and Notices of
Assignments in accordance with California Family
Code §§ 5230 ef seg. and that the contractor or
subcontractor will maintain  such  compliance
throughout the term of the contract.

Failure of a confractor or subcontractor to
comply with all applicable reporting requirements or
to implement lawfully served Wage and Eamnings
Assignments or Notices of Assignment or faikure of
the principal owner(s) to comply with any Wage and
Earnings Assignments or Notices of Assignment
applicable to them personally shall constituie a
default under the contract, Failure of the contractor
or subcontractor or-principal owner thereof to cure
the default within %0 days of notice of such default
by the City shall subject the confract to termination.

¢. Notice to Bidders.

Each awarding authority shall be responsible for
giving notice of the provisions of this ordinance to
those who bid on, or submit proposals for,
prospective contracts with the City,

d. Current Contractor Compliance.

Within 30 days of the operative date of this
ordinance, the City, through its operating
departments, shall serve upon existing contractors a
written request that they and their subcontractors (if
any) comply with all applicable State and Federal
smployment reporting requirements for the contractor
and subcontractor's employees, that they certify that
the principal owner(s) of the contractor and any
subcontractor are in compliance with any Wage and
Earnings Assignment Orders and Notices of
Agsigmment applicable to them personally, that the
contractor and subcontractor will fully comply with
all lawfuliy served Wage and Eamings Assignient
Orders and Notices of Assignments in accordance
with California Family Code § §5230 e seq. and that
the contractor and subcontractor will maintain such
comptiance throughout the term of the contract.

. City's Compliance with California Family Code,
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The City shall maintain its compiiance with the
provisions of California Family Code §§ 5230 et seq.
and all other applicable law regarding its obligations
as an employer to implement lawfully served Wage
and Eamnings Assignments and Notices of
Assignment,

£. Report of Employees' Names to District Aftorney.

I. The City shall maintain its current practice of
assisting  the District Astorney's  support
enforcement activities by annnally reporting to
the Los Angeles County District Astorney the
names of all of its employees and retirees so that
the District Attorney may identify those
employess and retirees subject to Wage and
Earnings Assignment Orders and Notices of
Assignment and may establish court orders for
support, where appropriate. Should the District
Attorney so request i, the City will provide such
information on a more frequent basts,

2. Al applicants for employment with the City
of Los Angeles will be asked to aclmowledge
their responsibility fo comply with any court
ordered support obligations and will be advised
of the City's practice of assisting the District
Attorney as described in the provisions of
Subsection f.1., above.

SECTION HISTORY

Added by Ord. No. 172,401, Bff. 2-13-92.
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City of Los Angeles
CERTIFICATION OF COMPLIANCE WITH CHILD SUPPORT OBLIGATIONS
This Document must be refurned with the Contract/Lease/Agreement

The undersigned hereby agrees that  Alaska airlines, Inc. ' will:
(Name of Business)

1. Fully comply with all applicable State and Federal reporting requirements for its
employees.

2. Fully comply with and implement afl lawfully served Wage and Earnings Assignment
Orders and Notices of Assignment.

3. Cerﬁfy that the principal owner(s) of the business are in compliance with any Wage and
Earnings Assignment Orders and Notices of Assignment applicable to them petrsonally.

4, Certify that the business will maintain such compliance throughout the term of the
contract. i

I declare under penalty of perjury that the foregoing is true and correct. Executed this % f
) Vi 2011
, 3@5_’?‘__ af SeaTac / King Washington

City/County State

Alaska Airlines, Inc. P.O, Box 68900, Seattle, WA 98168-0900
Name of Busines; Address

Brandon Pedersen
vy Vice President, Finance &
4 Chief Financial Officer

Signature of Authorized Representative Print Name

206-433-3200
Title : Telephone Number

EXHIBIT J
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LOS ANGELES WORLD AIRPORTS

CONTRACTOR RESPONSIBILITY PROGRAM
RULES AND REGULATIONS FOR LEASES

Effective date: May 20, 2002

Procurement Services Division
7301 World Way West, Rm, 105
Los Angeles, CA 80045

(310) 417-6495

{310) 646-7008 (Fax)

EXHIBIT K
Contractor Responsibility Program
Rules and Regulations for Leases



Los Angeles World Airports (LAWA)
Contractor Responsibility Program for Leases
Rules and Regulations for Leases
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Los Angeles World Airports (LAWA)
Coniractor Responsibility Program for Leases 2
Rules and Regulations for Leases

These Rules and Regulations are promuigated pursuant o Board Resolution #21601, the Los
Angeies World Airports Contractor Responsibility Program (CRP). Each Requesting LAWA
Division shall cooperate to the fullest extent with the Exscutive Director in the administration of
the CRP, The Executive Director may amend these Rules and Regulations from time {o fime as
required for the implementation of the CRP.

A. DEFINITIONS

1. Adoption of CRP definitions: For purposes of these Rules and Regulations, the
definitions set forth in the Board Resolution are incorporated herein, and include the

following:

a. Beoard

b. Executive Director

c. Los Angeles World Airports {LAWA)

d. Lease agreement means a written document in which the rights to use and
oceupancy of land or structures are transferred by the owner io another for a specified
of time in return for a specified rent.

e. Tenant - means Lessee

f. Subfenant - means Sublessee

g. Prospective tenant - means a firm or individual not currently a LAWA ienant

h. New Lease agreement - means new leasehold premises for a prospective tenant. A
lease with a firm or individual not currently a LAWA tenant.

i. Additional Lease agreement - means new leasehold premises for a current tenant

j- Rengwal Lease - means same leasehold premises for a current tenant

k. Amendment - means modified terms on same leasehold premises for a current

L

tenant
Public Lease - means 2 lease of LAWA property

2. New Definitions

a.

“CRP Questionnaire” means the set of questions developed by Procurement
Services Division (PSD) that will assist LAWA in determining a prospective tenant's
responsibiiity. Information solicited from the CRP Questionnaire may include but is
not limited to: ownership and name changes, financial resources and responsibility,
satisfactory performance of other Ieases, satisfactory record of compliance with
relevant laws and regulations, and satisfactory record of business integrity. PSD may
amend the CRP Questionnaire from time fo time,

“CRP Pledge of Compliance” means the CRF Fledge developed by the PSD. The
CRP Rules and Regulations may be updated from time to time by the PSD. The CRP
Pledge shall require contractors to sign under penalty of perjury that the Tenant will:

CRP Rudes and Regulations L.eases 020813 Dpsd.dog



i.os Angeles World Airports {LAWA)
Contractor Responsibility Program for Leases 3
Rules and Regulations for Leases :

(1) Comply with all applicable Federal, State, and local faws that apply to the lease
agreement, including but not limited to, laws regarding health and safety, labor
and employment, wage and hour, and licensing laws which affect employees.

(2) Notify LAWA within thirty (30) calendar days after receiving notification that any
government agency has initiated an investigation that may result in a finding
that the Tenant is not in compliance with subparagraph 2(B)(1).

(3) Notify LAWA within thirty (30) calendar days of all findings by a government
agency or court of competent jurisdiction thai the Tenant has violated
subparagraph 2(b) {1).

(4) Ensure that Subtenants occupying space through any Sublease in connection
with a LAWA lease agreement shall complete and sign a Pledge of
Compliance attesting under penalty of perjury to compliance with paragraphs
2(b)}{1} through {3). To submit to LAWA the completed Pledges.

(5) Notify LAWA within thirty (30) days of becoming awars of an investigation,
violation or finding of any applicable Federal, State, or local faw involving any
Subtenant(s) in the LAWA lease agreement.

(6) Cooperate fully with LAWA during an investigation and to respond to
request(s) for information within ten (10) working days from the date of the

Notice to Respond.

B. SUBMISSION OF CRP QUESTIONNAIRES

1. Prospective Tenants are required to submit a completed and signed CRP Questlonnatre
for determination of responsibility prior to award of the lease.

2. Current Tenants : The requirement {o submit a CRP Questionnaire is not applicable to
current tenant. See Section D(2)(a)

3. Subtenants: The reguirement to submit a CRP Questionnaire is not applicable to
subtenants. See Section D(2)(b)

C. LAWA REVIEW OF SUBMITTED CRP QUESTIONNAIRES — APPLIES TO PROSPECTIVE
TENANTS ONLY.

1. Posting of CRP Questionnaires and Subtenant Lists:

Prospeciive Tenanis: The Requesting LAWA Division will forward to PSD the completed
CRP Questionnaires and Subtenant fist(s), if any, submitted by the prospective tenants to
make available for public review and comment for a minimum of fourteen (14) calendar
days prior to the award of the lease.
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Los Angeles World Airports (LAWA)
Contractor Responsibility Program for Leases -4
Rules and Regulations for Leases

Current Tenanis: The requirement fo submit a CRP Questionnaire is not applicable to
current tenants. Sublenants of curtent tenants are iisted on the LAWA websile.

2. Departmental Review of CRP Questionnaires

a.

PSD will determine Contractor Responsibility from the completeness and accuracy of
the information in the submitted CRP Questionnaire; information from various
compliance and regulatory agencies; accuracy and completeness of the information
received from the public; and through PSD's own reviews and investigations.

PSD rmay submit written requests to the tenant for clarification or additional
documentation. Failure fo respond to these requests within the specified time may
render the teniant non-responsible and disqualified.

PSD wilt report its findings and determination to the Requesting LAWA Division,

No lease award will be made by LAWA until after the CRP review and determination
has been made.

The CRP Questionnaire of the prospective tenant awarded the lease will be retained
by PSD. The CRP Questionnaires for the prospective tenants not awarded the lease
will also be retained by PSD.

3. Claims Resulting from Public Review and Comments

Prospective Tenanis/Subtenants:

a,

Claims regarding a tenant/sublenant's responsibility must be submitied o PSD in
writing. However, PSD may investigate a claim regarding a tenant/subtenant's
respensibility, whether or not it is submitted in writing.

if PSD receives information which calis into question a tenant/subtenant's
responsibility, and the information was received before the lease/sublease has been
executed, PSD shall;

{1} Notify the Requesting Division in writing that no lease/sublease shall be awarded
untif PSD has completed investigation into the matter.

(2} Investigate the complaint, collect necessary documentation, and determine the
complaint's validity. :

(3) Upon compietion of the investigation, notify the Requesting Division in writing of
the resulis of the invesiigation,

{4) Findings from the PSD Investigation. received by the Regquesting Division will be
considered by the Requesting Division as part of the determination of the
tenant/subtenant's responsibility,
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Current Tenants/Subtenants:;

a. Claims regarding a tenant/subtenant's responsibility must be submitted fo PSD in
writing. Howaver, PSD may investigate a claim regarding a tenant/subtenant's
responsibility, whether or not it is submitied in writing.

b. If PSD receives written information that calls into question a current tenant/subtenant's
responsibility, PSD shall investigate the matter as required in Seclion G, LAWA
Investigation,

D. AWARD AND EXECUTION OF LEASES
1. Determination of Responsibility and Award of Lease
Prospective Tenants/Subtenants:

a. PSD shall determine whether a tenant/subtenant is a respensible tenant/subtenant
with the necessary quality, fitness and capacity to comply with the terms of the lease
by considering the following:

(1) Completeness and accuracy of the Information contained in the CRP
Questionnaire;

(2) Completeness and accuracy of the information received from the public;

(3) information and documentation from PSD's own investigation; and

(4} information that may be available from any compliance or regulatory governmental
agency.

b, Board may award and Executive Director may execufe a lease with a prospective
tenant only if:

(1) The tenant's CRP Questionnaire, and Subtenant's list(s), if any, has been made
available for public review for at least fourfeen (14) calendar days unless otherwise
exempted from the posting requirement by the CRP;

{2) The tenant is not being investigated pursuant to the CRP,

(3) The tenant has not been found {o be a non-responsible contractor pursuant to the
CRP,;

(4} The tenant does not appear on any City list of debarred bidders or contractors; and

(5) The tenant has met all other applicable City requirements.

Current Tenants/Subtenants:
a. PSD shall determine whether a ifenani/subtenant is a responsible tenant/subtenant

with the necessary quality, fithess and capaCIty 0 ccmp}y with the terms of the lease
by considering the following:
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(1) Compleieness and accuracy of any information received from the public;

(2) Information and documentation from PSD's own investigation; and

{3) Information that may be available from any compliance or regulatory governmental
agency.

2. Submission of Pledge of Compliance

Prospective and Current Tenanis:

a. Unless otherwise exempt from the CRP, all prospeciive and courrent
tenants/subtenants are required o submit a CRP Pledge of Compliance signed under
penalty of perjury. Fallure fo submit a CRP Pledge of Compliance as required may
render the tenant/subtenant non-compliant with the terms of the lease and subject to
sanctions.

Subtenants:

b. Within ten (10) calendar days of execulion of a sublease, the ienant shall submit to
LAWA a signed CRP Pledge of Compliance from each subtenant lisied as occupying
space on the leasehold premises.

3. Subtenant Responsibility

a. Tenants shall ensure that their subtenants meet the criteria for responsibility set forth
in the CRP and these Rules and Regulations unless the sublease is not subject {o the
CRP.

b, Tenants shall ensure that subtenanis occupying space on the LAWA leasehold
premises shall complete and submit a sighed CRP Piedge of Compliance.

¢. Tenants shall not use in any capacity any subtenant that has been determined or
found to be a non-responsible contractor by LAWA or the City. ,

d. Subject to approval by the LAWA Requesting Division, tenants may substitute a non-
responsible subcontractor with another subtenant.
4. Execution of Contracts
Prospective Tenants:

a. Unless exempt from the CRP, all lease agreements subject to the CRP shall contain
fanguage obligating the contractor to comply with the CRP.

b.  No lease agreement may be executed unless:
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(1) The prospective tenant's CRP Questionnaire, unless otherwise exempt, has been
made available for public review for at least fourtesn (14) calendar days

(2) The tenant has submitted a signhed Pledge of Compliance with the ORP.

(3) The prospective fenant's sublenant list, if any, has been rmade available for public
review for at least fourteen (14) calendar days.

{(4) The prospactive tanant is determined by LAWA to be a Responsible Contractor.

Current Tenanis:

a. Unless exempt from the CRP, all lease agreements subject to the CRP shall contain
language obligating the tenant to comply with the CRP.

b. No lease agreement may be executed unless the tenant has submitted a signed
Piedge of Compliance with the CRP,

E. LEASE AMENDMENTS

Compliance with the CRP is required in lease amendmenits if the initial lease was not
subject to the CRP, but the fotal term and amount of the lease, inclusive of all
amendments, would make the lease subject to the CRP.

a. A tenant subject to the CRP because of an amendment shall submit 2 CRP Pledge of
Compliance to LAWA before the lease amendment can be executed.

b, Unless exempt from the CRP, all lease amendments subject io the CRP shizll contain
contract language obligating the contractor to comply with the CRFP,

F. TENANT NOTIFICATION OF INVESTIGATIONS AND UPDATE OF INFORMATION
1. MNotification of Investigations
Prospective and Current Tenants shall:

a, Notify LAWA within thirty (30) calendar days after receiving nolification that any
government agency has initiated an investigation that may result in a finding that the
tenant is not in compliance with any applicable Federal, State, or local law that apply
fo the LAWA or City lease agreement, including bui not limited to laws regarding
health and safety, labor and employment, wage and hour, and licensing laws which
affect employees. '

h. Notify LAWA within thirty (30) calendar days of receiving notice of any findings by a
government agency or court of competent jurisdiction that the tenant violated any
applicable Federal, State, or local law that apply to the LAWA or City lease
agreement, including but not limited fo laws regarding health and safety, labor and
employment, wage and hour, and licensing laws which affect employees.
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c. Notify LAWA within thirty {30) calendar days of becoming aware of an investigation,
violation or finding of any applicable Federal, State, aor local law involving the
subtenants in the performance of a LAWA or City lease agreement.

2. Bubtenant Motification of Investigations

Tenants shall ensure that subtenants occupying the LAWA leasehold premises abide by
these same updating requirements, including the reguirement fo;

a. Notify LAWA within thirty (30) calendar days after receiving notification that any
government agency has initiated an investigation which may resuit in a finding that the
subtenant did not comply with any applicable Federal, State, or local law that apply o
the LAWA or City lease agreement, including but not iimited {o laws regarding health
and safely, labor and employment, wage and hour, and licensing laws which affect
employeses.

b. Notify LAWA within thirty (30) calendar days of all findings by a government agency or
court of competent jurisdiction that the subfenant violated any applicable Federal,
Siate, or local law that apply to the LAWA or City lease agreement, including but not
limited to laws regarding health and safety, labor and employment, wage and hour,
and licensing laws which affect employees.

3. Update of CRP Questionnaire information ~ applies to Prospective Tenants only.

a. Updates of information contained in the prospective tenant's responses to the CRP
Questionnaire shall be submitied to LAWA within thirty (30) days of any changes to
the responses if the change would affect the prospective tenant’s fithess and ability to
comply with the terms of the lease.

b. P8D, or the Requesting Division, shall determine whether a tenant in a specific
situation should have provided updated information.

(1) 1§ PSD, or the Requesting Division, becomes aware of new information concerning
a tenant and determines that the ienant should have provided information or
updated LAWA of such information, but the tenant has not done so, PSD shall
issue a written notice to the {enant requiring the tenant to submit the required
information within {ten) 10 calendar days.

(2) ¥ PSD or the Reguesting Division becomes aware of new information concertiing a
subtenant and determines that the subtenant should have provided information or
updated LAWA of such information, but the subtenant has not done so, PSD shall
issue a written notice to the tenant requiring the subtenant to submit the required
information within (ten) 10 calendar days.
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.

Tenant's failure to provide information or updated information when reguired by
LAWA, the CRP or these Rules and Regulations, may be considered a material
breach of the lease agreement, and LAWA may invoke remedies set forth in Saction J
of these Rules and Reguiations

4. Submission of CRP Questionnaires and Updates of CRP Questionnaire Is Not
Applicable to Current Tenants and Subtenants: The requirement that tenants submit
to LAWA CRP Questionnaires and updates to the CRP Questionnaire responses does not
apply 1o current tenants and subtenants.

G. LAWA INVESTIGATION

1.

Reporting of Alleged Violations: Claims regarding a tenant/sublenant's responsibility
must be submitied to PSD in writing. However, PSD may investigate a claim regarding a
tenant/subtenant's responsibility, whether or not it is submitted in writing.

Process:

a,

Upon receipt of a complaint or upon initiation of an investigation, PSD shall notify the
Requesting Division and the tenant in writing that an investigation has been initiated.

PSD shall collect necessary facts and documentation from the complainant(s). To the
extent permissible, PSD shall maintain the identity of the complainant, if any,
confidential.

PSD shall issue a "Nolice to Respond" io the tenant summarizing the facts of the
investigation.

The tenant shall cooperate fully and respond to LAWA's request for information Within
ten (10) working days from the date of the Notice to Respond.

A tenant's failure to cooperate or respond fo the Notice to Respond will be deemed
conclusive  admission that the {enant/subtenant s a non-responsible
contractor/subcontractor and LAWA may initiate a hearing as set forth in Section | of

these Rules and Regulations.

Where the Subienant is the alleged entity, the tenant shall gather the nacessary
information and respond to LAWA's request for information.

Upon completion of the investigation, PSD shall prepare a written report of the findings
and notify the Requesting Division, the fenant, and complainani(s), if applicable, of the
results.
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3. Resuits of Investigation
Prospective Tenanis

a. When an investigation is compieted before the lease is awarded, PSD shall nofify the
Requesting Division of the resulis, and Reguesting Division will consider the
information as part of the determination of a tenant's responsibility.

(D) ¥ the tenant is found non-responsible, PSD shall notify the tenant, and the
Requesting Division, of the proposed determination of hon-responsibility and
provide an opportunity for a hearing as set forth in Section | of these Rules and
Regulations.

(2} If the tenant fails to exercise the right to a hearing within ten {10) working days of
the date of the notice of the proposed defermination of non-responsibility, the
tenant shall be deemed to waive the right to a hearing. PSD may proceed {o
declare the tenant a non-responsible contractor without a hearing and LAWA may
invoke remedies set forth in Section J of these Rules and Regulations.

Current Tenants
b. When an investigation is completed affer the execution of a contract:

(1) ¥If violations of the CRP are found, PSD shall notify the Requesting Division and
tenant of the violation and require the tenant fo submit an explanation and
information on the status of the violafion within {ten)10 calendar days.

(2) After review of the information regarding the violation, PSD may:

(il Proceed fo declare the tenant a non-responsible coniractor and LAWA may
invoke remedies as set forth in Section J of these Rules and Regulations; or

(iiy Declare the tenant a responsible contractor.

(3) If the tenant fails to provide information regarding the violation as required, PSD
shall notify the Reqguesting Division and may:

N Proceed to declare the tenant a non-responsible contracior and LAWA
may invoke remedies as set forth in Section J of these Rules and
Regulations. '

H. VIOLATIONS OF THE CRP OR ITS RULES AND REGULATIONS

1. Claims regarding a tenant’s responsibility must be submitted to PSD in writing. However,
PSD may investigate a claim regarding a tenant's responsibility, whether or not it is
submitted in writing. '
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2. A fenant/subtenant will be considered in violation of the CRP and sanctioned if the

tenant/subtenant:

a. Does not submit required CRP documents

b. Submits incomplete, inaccurate, or unsigned CRP documents, or

c. Does not cooperaie with PSD during its investigation, and/or fails {o respond to PSD's
Natice to Respond within the time allowed, or

d. Is determined by LAWA to be a non-responsible confractor/subcontractor after a
review of the CRP documents, supportive documentation andfor public comments.

If violations of the CRP are found, PSD shall notify the Requesting Division and the tenant
of the violation and require the tenant io submit an explanation and information on the
status of the violation within 10 calendar days.

After review of the information regarding the violation, PSD may:

a. Proceed to declare the tenant a non-responsible contractor and LAWA may invoke
remedies as set forth in Section J of these Rules and Regulations; or

h. Declare the tenant a responsible contractor.

if the tenant fails fo provide information regarding the violation as required, PSD shall
notify the Requesting Division and may:

a. Proceed to declare the tenant a non-responsible contractor and LAWA may invoke
remedies as sei forth in Section J of these Rules and Regulations.

. NON-RESPONSIBILITY HEARING

1.

PSD, after consultation with the City Aftorney, shall initiate the process of declaring a
tenant as a non-respongible contractor.

Before a tenant may be declared non-responsible, PSD shall notify the tenant, and the
Requesting Division, of the proposed determination of non-responsibility and provide with
an opportunity for a hearing.

PSD shall administer a procedure for the non-responsibility hearing which, at minimum,
must include the following:

a. The tenant shall he provided with a written-Notice that LAWA intends to declare the
- fenant a non-respongsible contractor.

b. The Notice shall provide the tenant with the foliowing information;

(1) That LAWA intends fo declare the tenant a non-responsible contractor.
(2} A summary of the information upon which LAWA is relying upon.
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(3) That the tenant has a right to respond fo the information by requesting a hearing to
rebut adverse information and to present avidence of the nacessary quality, fitness
and capacity to comply with the terms of fhe lease required under the lease
agreement or for future lease agreements.

{(4) That the fenant shall exercise the right to a hearing by submitting to PSD a writien
request for a hearing within (ten) 10 working days of the date of the notice.

(5) That fallure to submit a written request for hearing within the required time frame
shall be considered a waiver of the right to a hearing that allows LAWA fo proceed
with the determination of non-responsibility.

If the tenant fails to exercise the right to a hearing within ten (10} working days of the date
of the Notice of the proposed deierminafion of non-responsibility, the tenant shall be
deemed o waive the right tc a hearing. P3D may proceed to declare the fenant a non-
responsible contractor without a hearing and LAWA may invoke remedies as set forth in
Section J of these Rules and Regulations,

If the tenant submits a written request for a hearing, the hearing may be held with the
head of PSD, Requesting Division, City Attorney and/or their respective designess. LAWA
rnay determine that the tenant:

a. Does not possess the necessary quality, fitness, or capacity to comply with the terms
of the lease, should be declared a non-responsible contractor, and invoke remedies as
set forth in Section J of these Rules and Regulations; or

b.  Should be declared a responsible contracior,

LAWA's determination shall be final and constitute exhaustion of administrative remedies.

PSD shall provide LAWA's written final decision to the tenant and to the Requesting

Division. If the tenant is declared to be non-responsible, a copy of the final decision shall
also be provided to the City Administrative Officer. '

NON-RESPONSIBILITY SANCTIONS

Sanctions for Airline Tenants:

Alrline tenants that do not comply with CRP requirements and/or are determined non-
responsible by LAWA will be declared to have a material breach of the lease agreement.
LAWA may exercise its legal remedies thereunder, which are to include, but not limited to:

1.

2.
3.

Non-issuance of a successor ACOP, paying landing fees at the higher rate of non-
permitied carriers; ‘

Losses of exelusive, preferantial and/or historical gate assignments,

Termination of the lease agreement. '
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Sanctions for Non-Alrline Tenants:

1.

Prospeciive tenants that do no comply with CRP reguirements and/or are determined
nonh-responsibie by LAWA will be disqualified and will not be awarded a lease
agreement.

Current tenants that do not comply with CRP reguirements and/or are determined non-
responsible will be declared to have a material breach of the lease agreement. LAWA
may exercisa its legal remedies thereunder, which are to include, but not limited to the
termination of the lease agreement,

Such fenant shall not perform any work or occupy any leasehold premises in the
proposed lease, whether as a Master tenant, a subtenant, a partner in a partnership, a
participant in a joint venture, a mamber of a consortium, or in any other capacity.

3. Upon final determination of a tenant as a non-responsible contractor, PSD shall provide

the Requesting Division and the tenant with a written notice summarizing the findings
and applicable sanctions.

4. PSD shall maintain a listing of fenants/subtenants who have been found non-responsible

by LAWA pursuant to the CRP.

K. EXEMPTIONS

1. Categorical Exemption: The .foflowing types of lease agreemenis are categorically

- exempt from the CRP and these Rules and Reguiations:

a. Lease agreements with a governmental entity such as the United States of America,
the State of California, a county, city or public agency of such entities, or a public or
quasi-public corporation located therein and declared by law to have such status.

b. Lease agreements wherein LAWA is the Lessee
c. LAWA permits, certificates, license agreements

d. Lease agreements for the purpose of re-setting the lease rates or other rates and
charges for City facilities covered in lease agreements

e. Lease agreements wherein LAWA buys/sells/fexchanges real estate or when LAWA
conveys or receives easements rights(a real estats interest) in land

Board approval required for CRP Exemptions: The following types of lease
agreements are exempt from the CRP and these Rules and Regulations when the Board
of Airport Commissioners makes a finding that the lease agreement meets any of the
following canditions: :
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a. Lease agreements awarded on the basis of exigent circumstances whenever Board
finds that LAWA would suffer a financial loss or LAWA operations would be adversely
impacied.

b. Lease agreements entered into during time of war or nafional, state or local
emeargency.

L. EFFECTIVE DATE OF RULES AND REGULATIONS

1. The CRP and these Rules and Regulations apply to Lease agreements issued after the
City Attorney has approved these Rules and Regulations, the CRP Pledge of Compliance,
and the CRP Questionnaire,

2. The CRP and these Rules and Regulations apply io lease agreements entered info by
LAWA after the City Attorney has approved these Rules and Regulations, the CRP Pledge
of Compliance, and the CRP Questionnaire.

3. Leases amended after these Rules and Regulations are approved by the City Attorney will
become subject to CRP and these Rules and Regulations if they meet definitions
contained in the CRP and these Rules and Regulaiions.

M. CONSISTENCY WITH FEDERAL AND STATE LAW

The CRF and these Rules and Regulations do not apply in instances where application wouid
be prohibited by Federal and State law or where the application would violate or be
inconsistent with the terms and conditions or a grant or confract with the Federal or State
agency.

N. SEVERABLITY

If any provision of the CRP or these Rules and Regulations are declared legally invalid by any
court of competent jurisdiction, the remaining provisions remain in full force and effect.
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LOS ANGELES WORLD AIRPORTS
CONTRACTOR RESPONSIBILITY PROGRAM
PLEDGE OF COMPLIANCE FOR LEASES

The Los Angeles World Airports (LAWA) Contractor Respansibility Program {Board Resolution
#21601) provides that, unless speclfically exempled, LAWA Tenants for leases that require the
Board of Airport Comnmissioners' approval shall comply with all applicabla provisions of the
LAWA Contractor Respongibility Program. Tenants for leases subject fo the CRP are required
fo complets and submlt this Pledge of Compliance with the lease agreement, In addition, within
ten (10} days of execution of any sublease agreement, the Tenani shall submit io LAWA this
Pledge of Compliance from each Subtenant listed as performing work on, or otherwise
gocupying, the leasehold premises.

The Tenant agrees to comply with the Contractor Responsibility Program and the foliowing
provisions:

(a) To comply with all applicable Federal, State, and local laws that apply fo the leass
agreerment, including but not fimited to, laws regarding healih and safety, labor and
employment, wage and hours, and licensing laws which affect employees.

by To notify LAWA within thirty (30) calendar days after recebving notification that any
govermnment agency has initiated an investigation that may result in a finding that the
Tenant i3 not in compliance with paragraph (a).

{c} To notify LAWA within thirty (30) calendar days of all findings by a government agency or
court of competent jurisdiction that the Tenant has violated paragraph (a).

(d) To ensure that Subtenants ocoupying space through any Sublease in conpection with a
LAWA lease agresment shall complete and sign a Pledge of Compliance atiesting under
penalty of perjury fo compliance with paragraphs () through {¢} harein. To submit to
LAWA the completed Pledges.

(e) To notify LAWA within thirty (30} days of becoming aware of an Investigation, violation or
finding of any applicable Federal, State, or local law involving any Subtenant{s) in the
LAWA lease agreement.

() To cooperate fully with LAWA during an investigation and fo respond to request(s} for
information within ten (10) working days from the date of the Notice to Respond.

Failure fo sign and submit this form fo LAWA as required may render the Tenant non-compliant
with the lsa%;gms of the lease nd sublect to CRP sanctions.
1xr

Alas

lines, Inc P.G. Box 68%00, Seattle, WA 98168-0900 206-433-3200
Bws aidPhone Number / g /
- S/ 3/
Sigfature .of Otfiosror Authonzed Representaiwe Brandon Pedersen Toate

Vice President, Finance &
Print Name and Title of Officer or Authorized Repres@iglef Finangcial Officer

Airline Terminal Space Lease and License Agreement
Project Title

#208562 vi « CRP PLEDGE OF COMPLIANCE FOR LEASES (TENANT)
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First Source Hiring Program
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FIRST SOURCE HIRING PROGRAM FOR AIRPORT EMPLOYEES

Purpose. The purpose of this First Source Hiring Program is to facilitate the
employment of Targeted Applicauts by Airport Employers. It is a goal of this
First Sovrce Hiring Program that this Program benefit Airport Employers by
providing a pool of qualified job applicants through a non-exclusive referral
systern.

Definitions. As used in this Program, the following capitalized terms shall have
the following meanings. All definitions include both the singular and plural form.

“Airport” shall mean Los Angeles International Airport.

“Airport Employer” shall mean a party that, through a contract, lease, licensing
arrangement, or other arrangement, agrees to comply with this First Source Hiring
Program with regard fo Airport Jobs, Operators of transportation charter party
limousines, non-tenant shuitles, and taxis shall not be comsidered Airport
Employers.

“Airport Job” shall mean a job that either (i) is performed On-Site, or (il) is
directly related to a contract, lease, licensing arrangement, or other arrangement
under which the employer is an Airport Employer. Positions for which City's
Worker Retention Policy requires hiring of particular individuals shall not
constitute Airport Jobs for purposes of this Program.

“City” shall mean the City of Los Angeles.

“Coalition” shall mean the LAX Coalition for Economic, Environmental, and
Educational Justice, an unincorporated association comprised exclusively of the
following organizations; AGENDA; AME Minister’'s Alliance; Clergy and Laity
United for Economic Justice; Coalition for Clean Air; Comununitiss for a Betfer
Environment; Community Coalition; Community Coalition for Change;
Environmental Defense; Inglewood Coalition for Drug and Violence Prevention;
Inglewood Democratic Club; Lemnnox Coordinating Council; Los Angeles
Alliance for a New Economy; Los Angeles Council of Churches; Nation of Islam;
Natural Resources Defense Council; Physicians for Social Responsibility Los
Angeles; Service Employees International Union Local 347; and Teamsters Local
911.

“Coalition Representative” shall mean the following: The Coalition shall
designate one individual as the “Coalition Representative” authorized to speak or
act on behalf of the Coalition for all purposes under the Cooperation Agreement,
The Coalition Representative may designate one or more assistants {o assist the
Coalition Representative in speaking or acting on behalf of the Coalition with
respect to any specific program or activity or any other matter. The Coalition
shall provide LAWA with contact information for the Coalition Representative
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V.

upon request.

“Cooperation Agreement” shall mean the Cooperation Agreement between
LAWA and the LAX Coalition for Economic, Environmental and Educational
Justice.

“LLAWA?” shall mean Los Angeles World Airports.

“Low-Income Individual” shall mean an individeal whose household income is
no greaier than 80% of the median income, adjusted for household size, for the
Primary Meiropolitan Statistical Area.

“On-Site” shall mean physically located on property owned or leased by LAWA
and pertaining to Airport.

“Program” shall mean this First Source Hiring Program.

“Project Impact Area” shall have the meaning set forth in the "Final
Environmental Impact Report" for the LAX Master Plan Program, dated April
2004, as supplemented by one or more EIR Addenda prior to certification of the
EIR by the City Couneil.

“Referral System” shall mean the referral system established to provide applicant
referrals for the Program,

“Special Needs Individuals” shall mean: (i) individuals who receive or have
received public assistance through the Temporary Assistance for Needy Families
Program, within the past 24 months; (ii) individuals who are homeless; (iii) ex-
offenders, (iv) chronically unemployed, and (v) dislocated airport workers.

“Targeted Applicants” shall have the meaning set forth in Section IV below.

Coverage. This Program shall apply to hiring by Arport Employers for all Airport
Jobs, except for jobs for which the hiring procedures are governed by a collective
bargaining coniract that conflicts with this Program.

Targeted Applicants. Referrals under the Program shall, to the extent permissible
by law, be made in the order of priority set forth below.

e First Priority: Low-Income Individuals living in the Project Impact Area
for at least one year and Special Needs Individuals; and

e Second Priority: Low-Income Individuals residing in City.

Initial Airport Emplover Roles.

A. Liaison. Each Airport Erﬁployer shall designate a liaison for issues related
to the Program. The liaison shall work with LAWA, the Coalition
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Representative, the Referral System provider, and relevant public officials
to facilitate effective implementation of this Program.

Long-Range Planning. Any entity that becomes an Airport Employer at
jeast two (2} months prior to commencing operations related to Airport
shall, at least two months prior to commencing operations related to
Airport, provide to the Referral System the approximate number and type
of Airport Jobs that it will fill and the basic qualifications necessary.

VL Alirport Emplover Hiring Process.

Al

Notification_of Job Opportupities. Prior to hiring for any Airport Job, an
Airport Employer shall notify the Referral System, by e-mail or fax, of -
available job openings and provide a description of job responsibilities and
gualifications, including expectations, salary, work schedule, duration of
employment, required standard of appearance, and any special
requirements {e.g., language skills, driver’s licenmse, etc.). Job
qualifications shall be limited to skills directly related to performance of
job duties.

Referrals. After receiving a notification under Section VI.A above, the
Referral System shall within five days, or longer time frame agreed to by
the Referral System and Airport Employer, refer to the Airport Employer
one or more Targeted Apphcants who meet the Airport Employer's
qualifications.

Hiring.
1. New Employer Targeted Hiring Period. When making initial hires

for the commencement of an Airport Employer's operations related
to Airport, the Airport Employer shall consider and hire only
Targeted Applicants for a two week period following provision of
the notification described in Section VI.A. After this period, the
Airport Employer shall make good-faith efforts to hire Targeted
Applicants, but may congider and hire applicants referred or
recruited through any source,

2. Established Emplover Targeted Hiring Period. When making hires

after the commencement of operations related to Airport, an
Airport Employer shall consider and hire only Targeted Applicants
for a five-day period following provision of the notification
described in Section VI.A. After this period, the Airport Employer
shall make good-faith efforts to hire Targeted Applicants, but may
consider and hire applicants referred or recruited through any

source.
3. Hiring Procedure During Targeted Hiring Periods. During the
periods described in Sections VI.C.1 and VI.C.2 above, Airport
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BEmployers may hire Targeted Applicants recruited or refemred
through any source. During such periods Airport Employers shall
use normal hiring practices, including interviews, to consider all
applicants referred by the Referral Systen.

4, No Referral Fees. No Airport Employer or referred job candidate
shall be reguired to pay any fee, cost or expense of the Referral
System or this Program in connection with referrals.

VI  Reporting and Recordkeeping.

A,

Reports. During the time that this Program is applicable to any Alrport
Employer, that Airport Employer shall, on a quarterly basis, notify the
Referral System of the number, by job classification, of Targeted
Applicants hired by the Atrport Employer during that quarter, and the total
number of employees hired by the Airport Employer for Airport Jobs
during that quarter. Any Airport Employer who has not had hiring activity
for the quarter, shall also notify the Referral System of such inactivity.

Recordkeeping. During the time that this Program is applicable to any
Airport Employer, that Airport Employer shall retain records sufficient for
monitoring of compliance with this Program with regard to each Airport
Job, including records of notifications sent to the Referral System,
referrals from the Referral Systern, job applications received from any
source, number of Targeted Applicants hired, and total number of
employees hired for Airport Jobs. To the extent allowed by law, and upon
reasonable notice, these records shall be made availabie to LAWA and to
the Referral System for inspection upon request. The Coalition
Representative may request that LAWA provide such records at anytime.
Records may be redacted so that individuals are not identified by name
and so that information required by law to remain confidential is excluded.

Complaints. If LAWA, the Coalition, or the Referral System believes that
an Airport Employer is not complying with this Program, then the
designated LAWA office shall be notified to ensure compliance with this
program.

Liguidated Damages. Each Airport Employer agrees to pay to LAWA
liquidated dameages in the amount of One Thousand Dollars ($1,000)
where LAWA finds that the Airport Employer has violated this Program
with regard to hiring for a particular Airport Job. LAWA shall establish
procedures providing to Airport Employers notice and an opportunity to
present all relevant evidence prior to LAWA’s final determination
regarding an alleged violation. This liquidated damages provision does not
preclude LAWA. from obtaining any other form of available relief to
ensure compliance with this Program, inchuding injunctive relief.
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A,

Miscellaneous.

Compliance with State and Federal Law. This Program shall be

implemented only to the extent that it is consistent with the laws of the
State of California and the United States. If any provision of this Program
is held by a court of law fo be in conflict with state or federal law, the
applicable law shall prevail over the terms of this Program, and the
conflicting provisions of this Program shall not be enforceable.

Severability Clause. If any tenm, provision, covenant or condition of this
Program is held by a court of competent jurisdiction fo be invalid, void, or
unenforceable, the remainder of the provisions shall continue in full force
and effect.

Binding on Successors. This Program shall be binding upon and inure to
the benefit of the successors in interest, transferees, assigns, present and

future partners, subsidiary corporations, affiliates, agents, representatives,

heirs, and administrators of any party that has committed to comply with
it. Any reference in this Program to a party shall be deemed to apply to
any successor in interest, transferee, assign, present or future partner,
subsidiary ~corporation, affiliate, agent, representative, heir or
administrator of such party; provided, however, that any assignment,
transfer or encumbrance of a lease agreement, permit or contract in which
this Program is incorporated shall only be made in strict compliance with
the terms of such lease agreement, permit or contract and the foregoing
shall not constitute consent to any such assigmment, transfer or
encumbrance.

Lease Agreements and Contracts. Airport Employers shall not execute any
sublease agreement or other contract under which Alirport Jobs may oceur
directly or indirectly, unless the entirety of this Program is included as a
material term thereof, binding on all parties.

Agsurance Regarding Preexisting Contracts. Each Airport Employer

warrants and represents that as of the date of execution of this Program, it
has executed no sublease agreement or other contract that would violate
any provision of this Program had it been executed after the date of
incorporation of this Program into a binding contract.

Intended Beneficiaries. LAWA, the Coalition, and the Referral System are
intended third-party beneficiaries of coniracts and other agreements that
incorporate this Program with regard to the terms and provisions of this
Program. However, the parties recognize that only LAWA has the sole
responsibility to enforce the provisions of this Program.

Material Terms. All provisions of this Program shall be material terms of
any lease agreement or contract in which it is incorporated.
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Effective Date. Section VI of this Program shall becoms effective on the
effective date of the contract or agreement into which it is incorporated.

Construction. Any party incorporating this Program into a binding
contract has had the opportanity to be advised by counsel with regard to
this Program. Accordingly, this Program shall not be sirictly construed
against any party, and the rule of construction that any ambiguities be
resolved against the drafting party shall not apply to this Program.

Entire Contract. This Program contains the entire agreement between the
parties on the subjects described herein, and supersedes any prior
agreements, whether written or oral. This Program may not be altered,
amended or modified except by an instrument in writing signed in writing
by all parties to the contract in which it is incorporated.
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March 28, 2011

Dave Jones

Direclor Terminals Bugsiness Management
Los Angeles World Alrports

6053 W. Cenlury Blvd #411-F

Los Angeles, CA, 96045

Dear Mr. Jongs,

The Aidine Terminal Space Lease and Licanse Agreemant babween Alaska Airlings, ING.
and The City of Los-Angeles Department of Airports require Alaska Aldines to submit for
‘appvoval Horizon Aldines Loading Plan (Exhibit M.

Front Door Qparations wil be used and approved as pan of his loading plan. Dual Boor
Oparalions wil be subject fo LAWA aparoval peading fve operational revisw.

e gltached a copy of Horizon Allines Loading Plan (Exhibit ) for your review, Please sign
belov that you've approved Horizon Alrlines Leading Plen,

Plaase let me know if addifonal informalion is required,

Smcerelyi)
( aLAéKA ARLISES, ING.

’ ool imball
Manager, Airpart Affais
Alaska Airlines
Corporale Real Estate

Barry A. Rondinella, Dirport of Operations
Los Angeles Workd Airports

A S D

Opnralsons Qagatment

DX $8900 SEATTLE WA 98165.0500/206.433.5260







. All equipment must be pre- » Except for belt loaders,

staged at least five feet from ~drivable equipment shall
the aircraft’s intended taxi remain at least five feet from
path and parking spot. the aircraft at all times.

» All drivable equipment must be  « Belt loaders shall be chocked
operated in accordance with - when parked within the circle
. the 15-5 rule. At approximately ‘Gf safety of a HOHZOD aircraft. ..
o 15feet fmm an aircraft; thefg‘_;; ¢ .

Sha[ {Smp



o All Q400 arrivals shall be » Because of the close proximity
chocked at the nosegear. - of the aft passenger door to the

Chocking may only take place cargo compartment, passengers

may not deplane from the aft
?;i;:f;g propellers have passenger door while the belt

loader is being positioned.
» All agents and passengers shall

be protected from the » Passengers are not allowed

propellers at all times. access to checked or carry-out .-
- Protection is accomplished b ~ bags during the

e _ff_ribbonmg off the aft stairs vding/unloadi




Pre-position ground support equipment

Marshall aircraft to the stop bar & chock nosegear. Then give the Captain the
“chocks-inserted” hand signal.

~Plug in the ground power unit and turn it on. Then give the Captain the “power-
connected” hand signal.

Position step stool at main cabin door, thumbs up to flight attendant when safe to
deplane

Position belt loader at aft cargo compartment
Position aft stair stanchion at wingtip and the stairs at aft passenger door.

",Aftes' the ma‘m cabm door opens ope;n" the aft passenger door. Swmgthe aft stairs‘: o

& carts at aft cargo com




After flights of 90 minutes or longer, service the lavatory exterior and interior. (Or
anytime the flight crew requests the service).

Perform any other requested services (windscreen bug washes, retrieve bags of ice,
passengers needing special assistance, etc..)

Load the cargo compartments - forward compartment is only used for overflow or

to separate animals from dry ice (preferably the dry ice is loaded forward and the
animal aft).

Assist passengers, tag their carry-out bags if needed.

Load carry-outs, close cargo doors, remove equipment from aircgfaft Do not remove.
--j_the aft. passenger stairs until the ;hght attendant as closed the ‘ftpassenger dmr

tactile and




Once the carry-out count is known, the Load Coordinator (LC) assigned to the flight
shall complete their portions of the aircraft load worksheet. And then, along with a
wading agent, shall accomplish the load accuracy checklist.

Submit the completed aircraft load worksheet (1 of 2 copies) to the Captain.
Enter the load information from the second copy into WeblLoads. |

Obtain a cargo total number from WebLoads, return to the flightdeck and visually

‘compare the Captain’s cargo total from his/her load manifest with the cargo total

from WeblLoads. The LC and Captain shall Resolve any numbers that do not match,
“’"ier tO pushback or marshall-out :




Air conditioning - external air connection is located on the aft right side
of fuselage. Air conditioning is used where available when
temperatures exceed 70F or are forecast to drop below 40F.

Single-engine operations - Specific procedures are in place for single-
engine operations. If the #2 engine is started while the aircraft is
being serviced at the gate, A safety observer shall stand in front of
t%eya%rcgaft and specific servicing guidelines shall be followed. See SM
p6.7.5-8.

Deicing - During deicing, both engines are typically off, along with the
APU bleed valves, if the APU is running. For engines running deicing,
- the engine on the side where deicing is taking place shall be off, and ..
. the critical surfaces, sensitive areas, and representative 'uxfams as
: - defined by Bombardier and.Horizon Air sshall be free oficontamination
- prior to take-off. Horizon’s FAA approved demng proﬁg  shall be
!“;ii-i‘usedffor de':cmg of al.l Horizon aircraf .













TOWBAR- ENGINE START DURING PUSHBACK TOWBAR- ENGINE START AT GATE

Wener Heady Tor Engine Siart
Captain: “Flightdeck to ramp?”
Famp:  “Walk around check complels, set

Wi Heady for Fushback
Captain Fi‘agf:fcﬁ&f:k o ranp s
Hamp atk around check complete,

releasy brakes” . brakes.” .
Captain: “Brakes reloased, cleared for Captain: “Brakes sel. Clearod to stor? 42 for £7)
pushback, i NIGIENE ™ engine?”

Ramp: “Cleared to start #2 {or #1}.°

Caution: During CHJS Al stois, the Saptaln wiif start #2 ang
- yoauest for m«e :ﬂe o b tﬂ&cmmamm t}m‘nw xwriing E £

Bamp:  “Tall N/STE/W.Y
Vhen Resdy Tor Engine Slast
CRJ Ramp: “Cleared to start engines.”

- ) SR . 'Whaﬂ Engine(s) Startad
CHJ Captales "Rogaer Clearsd to start.” a 3: ﬁ(}}mnn@cm tormat Dowar and aie”
Ca s s o e ciniEa el seoennett axtarmal Dovwsr {780 i
Q001400 Captain Cladredt to st 87 o penging T otal ;‘f;psf?caééfﬁ} P

Q200/Q400 Ramp: “Cleared to start #2 for #1).
Whon Fushback Is GComplele
Ramp:  "Set brakes.”
Captain:  “Brakes sat, clegrad 1o disconnect,”™
Hamp: "Discenneciing. going to

land slynals, have a nice flight,”

Ramp:  “Disconnecting external power
(“and alr” it applicabiel.™

Wher Raady for Pushback

Ramp:  “Ready Tor pushback, refease brakas”

Captain: “Hrakes relpased, cleared for
pushiback, tall NISIEIW”

Ramp  “Tall K/G/E/W." '

When Pushback is Complete

Ramp:  "Setbrakes,”

Captain: “Brakes séf; clésred to disconnsdét”

Ramm “E}sﬁmmﬁng. go%rzg o ham.i signat A

el

. After the tovar and haadest have been
distonnected, the Caplain initiate the "doors
sesured” hand signal. The Marshaller witl
walkl closer (o the communications and GPU
parals and visually verify that the pangls are
closed, and then returty the hand signal to
the Gagamm

&, Goptair will lash the taxi light. The Marshaller

wiill give the “clear {o 1axl” saluta,

pe aped wianally v
H,u‘m e bl i




nger Control at 1

lorizon Air




Horizon uses several methods to control passenger movement.







Jetways - Stairs




ASSC

Painted Walkways




Front Door Operations will be used and approved as part of this
loading plan. Dual Door Operations will be subject to LAWA
approval pending live operational review.




Ala Carte Stop Sign




Front Door Operations will be used and approved as part of this
foading plan. Dual Door Operations will be subject to LAWA
approval pending live operational review.




Front Door Operations will be used and approved as part of this
loading plan. Bual Door Operations will be subject to LAWA

approval pending ltive operational review.




Qur employees are required to ensure the following safety measures
are met




1. Remove all obstacles from the passenger pathway between the
~aircraft and the gate,

2. No passengers are allowed behind the wing except during dual
door operation.

3. Passengers are not allowed access to checked or carry-on bags
during the offload and upload process.

- 4- Front Door Operations will be used andr_ approved as part of this -
}f.-'f_';'_”l{iﬂ'a{iiﬁg man@ Dual EZ)QQ ‘




be aware of all passenger, aircraft, and vehicle movements to
ensure that passengers are not exposed to hazards on the ramp.




