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CONSENT TO SUBLEASE

THIS CONSENT TO SUBLEASE (Consent) is executed by The CITY OF SAN DIEGO, a California
municipal corporation (CITY) to be effective upon execution by the respective authorized
representatives of CITY and LESSEE (defined below) and approval as to form by the San Diego City
Attorney (Effective Date).

RECITALS

A. CITY and CROWNAIR HOLDINGS, INC., a California corporation, dba Crownair Aviation
(whose parent is MI Aviation Holdings, LLC) (herein called “LESSEE"), entered into that certain
City of San Diego Flat Rate Lease, dated as of May 26, 2016 and which is filed with the Office
of the City Clerk as Document No. RR-310431 (Master Lease), relating to certain real property
(Master Lease Property) as more particularly described in the Master Lease, a copy of which is
attached hereto as Attachment A and incorporated herein by reference; and

B. All capitalized terms used but not defined in this Consent shall have the meaning ascribed to
_them in the Master Lease; and '

C. The Master Lease was assigned to MYF Holdings, LLC, a Delaware limited liability company
(LESSEE), pursuant to that certain Consent to Assignment, effective November 22, 2016, and

D. Section 4.2 of the Master Lease requires CITY’s prior written consent to any sublease of the
Master Leasc Property; and

E. LESSEE now desires to sublease portions of the Master Lease Property to those entitieslisted in
Attachment A-1 (each, a SUBLESSEE, and together, SUBL.ESSEES) and for the uses as set forth
in Attachment A-1, pursuant to a sublease agreement, a form of which is afttached hereto as
Attachment A-2 (each, a Sublease, and together, Subleases); and

NOW, THEREFORE, for valuable consideration, the receipt and sufficiency of which is acknowledged,
CITY hereby consents to LESSEE subleasing portions of the Master Lease Property subject to the
following provisions:

1. Subordination. Subject to the terms and conditions berein, CITY hereby consents to LESSEE’s
request to sublease a portion of the Master Lease Property to each SUBLESSEE for the uses as set
forth in Aftachment A-1, pursuant to the terms and conditions of the Sublease. By granting this
Consent, CITY is merely consenting to LESSEE’s request to sublease. All terms and conditions of
the Master Lease shall control and supersede any inconsistent or contrary provisions in any Sublease
executed between LESSEE and each SUBLESSEE, except as otherwise approved herein, Any




Sublease executed between LESSEE and each SUBLESSEE is and shall be subordinate to the Master
Lease in all aspects, and CITY shall not be bound by any term or conditions in any such Sublease.

. Master Lease Provisions. Without releasing LESSEE from any obligation under the Master Lease,
LESSEE shall ensure that each SUBLESSEE assumes and shall petform the obligations of LESSEE
under the Master Lease as and to the extent such obligations are applicable to the portion of the
Master Lease Property subleased to each SUBLESSEE or use of any common area within the Master
Lease Property by each SUBLESSEE as set forth in any Sublease. CITY’s consent is conditioned
upon the written agreement by each SUBLESSER that it will assume all rights and obligations as a
sublessee under the Master Lease and this Consent, as applicable to each SUBLESSEE as the
sublessee of that certain portion of the Premises set forth in any Sublease. Any SUBLESSEE’s failure
to perform one or more of these assumed obligations shall be a material default and breach under the
Master Lease and may subject the Master Lease to termination by the City.

. LESSEE’s Obligations. By granting this Consent, CITY does not release, discharge or modify
LESSEE’s obligations to CITY under the Master Lease. As set forth in applicable law, LESSEE's
obligations under the Master Lease shall survive any Sublease with a SUBLESSEE and shall
continue through the termination date of the Master Lease, as set forth therein.

. Subsequent Sublease. This Consent does not constitute consent to any subsequent subletting of any
portion of the Master Lease Property, and does not relieve LESSEE, or any person claiming under
or through LESSEE, of the obligation to obtain CITY s corsent to any future sublease.

. No Modification of Master Lease or Sublease. This Consent shall not be deemed or construed to
modify, waive, impair, or affect any of the terms and conditions of the Master Lease.

. Fee. LESSEE shall pay CITY all applicable processing and administrative fee(s) for processing this
Consent.

. Captions. Captions to the sections of this Consent are included for convenience only and do not
modify any of terms of this Consent.

. Brokerage Commission or Fee. CITY shall not be liable for any brokerage commission or finder’s
fee in connection with the consummation of any Sublease. Further, LESSEE shall agree to protect,
defend, indemnify, and hold CITY, its elected and appointed officials, officers, representatives,
agents, and employees harmless from and against any claim for any brokerage commission or
finder’s fee related to the consummation of any Sublease, or this Consent, and from and against any
cost or expense (including without limitation attorneys’ fees) incurred by CITY in resisting any claim
for any such brokerage commission or finder’s fee. The provisions of this Section 8 shall survive the
expiration or earlier termination of the Master Lease, any Sublease, or this Consent.

. Lessee Estoppels. LESSEE certifies the following to CITY as of the date of this Consent:



a. LESSEE has not assigned or otherwise transferred its interest in the Master Lease;
b. CITY does not owe LESSEE any money or other performance under the Master Lease;
¢. CITY is not in default under the Master Lease;

d. The Master Lease is in full force and effect, there have been no amendments, modifications,
changes, or additions to the Master Lease since its execution, and

e. LESSEE is not in default or breach under the Master Lease, and no event has occurred that
would constitute a default or breach under the Master Lease by LESSEE, without regard for
any requirement to give notice and/or for the passage of time.

10. Controlling Law. The terms and conditions of this Consent shall be construed in accordance with the
laws of the State of California without regard to its conflict of laws rules.

[Signatures on the next page]




IN WITNESS WHEREOF, this Consent is executed by CITY, acting by and through its Mayor
or his designee, and by LESSEE, acting by and through its lawfully authorized officer(s).

THE CITY OF SAN DIEGO, a California municipal
corporation

Date: “’ \"'2022 By: @ ' /l/l@

Title:
“Rennu Mavs "D\r:c{.;(
De mer\"’ o € Red et :;.\r_
ACKNOWLEDGMENT 'OF RECEIPT OF CONSENT: ond mrpor Manageme

MYF Holdings, LLC, a Delaware limited liability
compan

Date:_ /0O - jf 2] %/’/////%_\

Name: @ﬁj @ [W’)
Title: ey O Mer,

Approved as to form this %@\
day of NO\R/N\W , 2022,

Mara W. Elliott, City i;tomey
By: ‘% ;

ol

Name: p’)v-‘(u AN PA?(‘Z
Title:M’_ﬂa&‘_ﬁﬁm‘y
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. CITY OF SAN DIEGO
FLAT RATE LEASE

THIS LEASE AGREEMENT (“Lease”) is hereby made and executed effective the M
day of __ May .., 2016 (“Effective Date") between THE CITY OF SAN DIEGO,
a California municipal corporation, hereinaffer called “City,” and CROWNAIR HOLDINGS,
INC., a California corporation, dba CrownAir Aviation (whose parent is MI Aviation Holdings,
LLC) hereinafter called “Lessee”, City and Lessce being herein sometimes referred fo as a
“Party” or “Parties,” all with reference to the following:

RECITALS

A WHEREAS, City and Lessee are parties to that certain Twenty-Year Flat Rate
Leass with 8 commencement date of June 1, 1996 which has been filed with the office of the
City Clerk of San Dicgo as Document No. 00-18298 (1996 Lease”).

B. WHEREAS, Lessee exercised its option for g ten-year extension of the 1996
Lease pursuant to Section 2.3 of the 1996 Lease; the Parties were unabie to matually agres on the
terms and conditions of such ten-year extension.

C. WHEREAS, the 1996 Lease expires on May 31, 2016, and the Parties wish to
enter into a new lease of the Premises, as defined in Section 1.1, to provide for the development
of a new facility within the existing fixed-base operation (“FBO”) ou the Premises, according to
the terms and conditions set forth hercinbelow.

SECTION 1. PREMISES AND USES

1.1  Premises. Effective as of the Commencement Date (es defined in Section 2,1),
City hereby leases to Lesses and Lessee hereby leases from City all of that certain real property
situated al Montgomery-Gibbs Executive Airport (the “Airport”) in the City of San Diego,
County of San Diego, State of California, consisting of approximately 16 acres of land more
particularly depicted on Exhibit “A” as “Premises” and more particularly described in Exhibit
“A-1” Legal Description (the *Premises™), and by this reference made part of this Lease. Lessee
accepts all “approximations” set forth in this Lease as being accurate and agrees not to use any

future recalculations (however determined) of the Premises to attempt to adjust or otherwise.

affect the rents or other obligations contained in this Lease.

At City’s option, and upon thirty (30) days written notice to Lessee during the
Term (as defined in Section 2.2) of City's exercise of such option, Lessee shall also lease from
City and City shell lease to Lessee, a portion, or ali, of that certain real property situated at the
Airport, totaling approximately 3.79 acres, cousisting of 1.52 acres (“Option Area 17) and 2.27
acres (*Option Area 2”) as set forth on Exhibit “A” (collectively the “Option Premises™), which
Option Premises, if any, taken together with the Premises shall be referred to herein as the
“Premises”. Only when City can offer the Option Premises for exclusive use to Lessee, City
nay exercise its option and require Lesses to lease: (1) Option Area 1 alone; or (2) Option Area
1 and Option Area 2 together; or (3) Option Area 2 alone, if City has previously lensed Option
Area 1 to Lessee. . Lessee shall not be required, at Lessee’s sole option, to lease Option Area 2
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before Option Area 1 is/has been leased by Lessee. City agrees that during the Term, it shall oot
lease, or offer to lease, the Option Premises, or any part thereof, to any party other than Lesses,

City has made Lessee aware of City’s plan to design a twenty foot (20°) wide
perimeter road parallel to the taxiway adjacent to the Premises which road is planned to run
through a portion of the Option Premises and shall consist of approximately .16 acres of Option
Area 1 (“Futurc Airport Road Arca 1) and approximately .36 acres of Option Area 2 (“Future
Airport Road Area 2"), as depicted on Exhibit “A” (collectively the “Future Airport Road™).
Lessee agrees that City shall have the right, at any time during the Term, fo take back any portion
of the Future Airport Road property if leased by the Lessce, by City giving Lessee a thirty (30)
day written notice. City shall not be required to pay Lessee to take back all or any portion of
said Future Airport Road property; provided, however, that City shall reduce Lessee’s Rent
therefor (as defined in Section 3 below) in proportion to the amount of land taken back.

1.2 Uses. Itis expressly agreed that the Premiscs are leased to Lessee solely and
exclusively for the following allowed uses (“Allowed Uses”): aircraft engine and airframe
fepairs and maintenance; aircraft sales and rentals; aviation parts and accessories sales and
rentals; fligh? instruction services; aircraft hangar and tie-down sales; rental and management of
hangars; the operation of aircraft charter and associated flight services, food concessions for
aviation customers; conductiog commuter operations; sale of aviation fuel and oil and providing
industry-recognized “into” plane services; all other uses associated with or incidental to general
aviation operations, including operations of industry-recognized line service operations; special
events (“Lessee Special Events™) subject, in each instance, to prior written approval from tho
Airport Deputy Director for the specific Lessee Special Event, and to Lessee having secured all
applicable local, state and federal approvals and permits (now existing or established in the
futurey, including, but not limited to, & Special Event Permit from the City’s Special Bvents
Department, if applicable, and all requited signoff/permits from the City's Fire Departraent
and/or other regulatory departments/agencies; and such other uses as may be firgt approved in
writing by the City. :

Any use of the Premises other than as permitted pursuant to this Section 1.2 shall
constitute a default, and if such default is not cured by Lessee pursnant to Section 5.1 of this
Lease, this Lease shall be subject to termination at the sole option of the City.

Lessee covenants and-agrees to use the Premises continuously throughout the

Term as permitted pursuant to this Section 1.2.

1.3 Duties and Prohibited Conduct. The Allowed Uses and the facilities and scrvices
provided for under this Lease ate to serve the general public. Lessce shell operate and manage
the services and facilities which it offers to the public in a competent and efficient manner at
lcast comparable, in the opinion of the City, to other Airport operations of similar type. For the
purposes of this subsection, “competent and etficient manaer” shall mean demonstrated ability in
the management and operation of a FBO aviation business and such other Allowed Uses
conducted on the Premises from time to time during the Term (as defined in Section 2.1, below),
consistent with industry standards and best management practices, Whete Lessee is reagonably in
doubt as to the propriety of any particular use, Lessee may request the written determination
from the City that such use is or is not permitted, and Lessee will not be in breach or default

- “rn
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under this Lease if Lessee abides by such determination. Notwithstanding -the foregoing,
however, Lessee shall not use nor permit the use of the Premises for any use which Lessee does
not have confirmation that said use is an Allowed Use; or to use the Premises, even for an
Allowed Use, if that use will create waste or & nuisance. Lessee shall not use, or permit any
person or persons to use, the Premises for the sale or display of any goods or services which, in
the sole discretion of City, are inconsistent with the Allowed Uses of the Premises pursuaat to
this Lease. Lessec shall keep the Premises, and every part thereof, in & decent, safe and sanitary
condition, free from any objectionable noises or odors, except as may be typically present for the
Allowed Uses specified above, and shall comply with afl local, State and Federal laws and
regulations in all respects. Lessee shall deposit all trash and rubbish of Lessee end Lessee's
employees, agents, sublessors, permittees, contractors and invitees (‘Lossee’s Parties™), only
within receptacles provided by Lessee and located in the areas designated by City.

14  Compliance with Laws. Lessee, at Lessee’s sole expense, shall procure, maintain
and hold available for City’s inspection any governmental license or permit required for the
proper and lawful conduct of Lessee’s business. Lessee shall not use the Premises for any use or
purpose in violation of the laws of the United States of Awmerica, or the laws, ordinances,
regulations and requirements of the State of California, the County of San Diego, of the City, ot
of other lawful authorities. Lessec shall, at Lessee’s expense, comply promptly with all
applicable statutes, laws, ordinances, rules, regulations, orders, covenants and restrictions of
record, and requiretcnts regulating the use of the Premises in effect during the Term. The finsl
judgment of any court of competent jurisdiction, or the admission of Lassee or of any of Lessee’s
Parties in any action or proceeding against them or any of them, whether or not the City is a
party to such action or proceeding, that Lessee, or any of such Lessee's Parties, has violated any
such ordinance, law, statute, regulation, covenant, restriction or requirement pertaining to the use
of the Premises, shall be conclusive as to that fact as between City and Lessee for purposes of
this Lease. :

Lessee’s duty to comply with applicable faws and regulations shall include
compliance with any and all zoning and land use regulations applicable to the Premises and
Lessee’s intended use thereof (“Land Use Regulations”). City’s cxecution of this Lease shall in
no way be deemed to constitute a determination by City that Lessee’s intended use of the
Premises complies with applicable Land Use Regulations, nor shall it imply aay such conclusion
by City, even if City is the agency which enacts or irplements the Land Use Regulations
applicable to the Premises. ' :

1.5  Related Council Actions. The City’s grant and execution of this Lease shall not
be deemed to obligate either City or the City Council to authorize, agree with, or underlake any
other govemmental agency, board, or commission’s discretionary action with regard to
development and opetation of the Premises. The term “discretionary action” includes but is not
limited to re-zonings, variances, environmental clearances or any other governmental agency
approvals which may be required for the development and operstion of the Premises. Lessee
shall be solely respousible for processing all land use, development, and construction approvals
required for the usc, occupancy and development putsuant to the General Development Plan, set
forth in Section 10.1, below, of the Premises. This Lease shall oot be interpreted by any.
decision-maker on any City-issued permit or approval to override or dictate the outcorie of any
findings required for any permit or development approval. ‘
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16  Quiet Possession. By paying the Rent and performing the covenants and
agrecments herein, Lessee shall at all times during the Term peaceably and quietly have, hold,
and enjoy the Premises. If for any reason during the Term Lessee is permanently or temporarily
dispossessed throngh action or cJaim of a title superior to Cily's, this Lease shall not be voidable,
nor shall City be liable to Lessee for any loss or damage resulting therefrom, but City shall grant
in writing a proportionate reduction of the Rent otherwise payable for the period or periods
during which Lessee is provented from enjoying quiet and peaceable possession of all or & -
poztion of the Premises.

17  Basements and Reservations. City hereby reserves all right, title, and interest in .
any and all subsurfacc natural gas, oil, minerals, and water on or within the Premises, together

with the right to store and recapture water from the soils beneath the surface of the Premises,

City reserves the right to grant and use easements or to establish end use rights-of-
way over, under, along, and across the Promises for such utilities, thoroughfares, or access as it
deems edvisable for the public good. Provided however, no right reserved by City in this Section
1.7 shall be so exercised by City as to unreasonsbly interfere (i.e., Lessee is completely
ptevented from using the area affected) with Lessco’s operations hereunder. City agrees that
should the exercise of any of the rights reserved by.City in this Section 1.7 unreascnably
interfore with the use of any or all of the Premises by Lessee, the Reat shall be reduced as
follows; for-every full day of such unreasonable interference, City shali credit Lessee cne (1) day
of Rent in proportion to the area affected.

City has the right to enter the Premises for the purpose of making repairs to, or
developing, municipal resources and services. :

Any injury that may result from the percolation, storage and/or recapture of water
from the soil beneath the surface of the Premises shatl not be considered unreasonable
interference, provided, however, that the City will reimburse Lessee for physical damages or
operational damages, if any, to the improvements located on the Premiges resulting from City
exercising the rights reserved in this Section 1.7 provided Lessee took ull reasonable measures to
protect against such physica! damages and operational damages. Such reimbursement may
include & reduction in the rent proportionate to the amount of physical damage or operational
damage as deiermined by City. City will pay the costs for maintenance and repair of all City
installations made pursuant to these reserved rights. -

1.8 Operation of Facilities. A regular schedule of days and houts of operation shall
be cstablished by Lessec to best serve the public, as set forth in The City of San Diego Airports
Divigion Minimum Operating Standards on file with the Airports Division's Operations Office,
as may be amended from time to time, ' -

1.9 Rates and Charges. Al charges for merchandisc and services or facilities on the
Preroises shall be comparable to amounts charged by other vendors for similar services in San
Diego County; provided, however, Lessee shall not be required to sell merchandise or provide
services and facilities at a loss.

1.10 Political Activities. The Premises shall be useél”cx‘clusively for the Allowed Uses.
The Premises shall not be used for working or campaigning for the nomination or election of uny
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individual to any public office, be it partisan ot nonpartisan; provided, however, that Lessee shall
not be preciuded from providing a forum for open public debate by candidates such as occurs at
a “candidate forum™ and similar events.

1.11 Parking. Lessee shall provide automobile parking for its employees, customers
and sublessees within the Promises. Lessee shall not koowingly allow said parking on non-
Premises Alrport propetty without the prior written approval of City.

1.12 No Warranty. City does not warrant that the Premises are suitable for the
purposes for which they are leased as stated herein. )

SECTION 2. TERM

2.1  Term: The term of this Lease shall be forty (40) years (“Term”) and shall
comumence on June 1, 2016 {(“Commencement Date”). The Term, if not otherwise hereafter
extended, amended, or eatlier terminated, shall expite on May 31, 2056. “Lease Year” as used in
this Lease shall mean the twelve {12) month period commencing on the first day of the celendar
month following the Commencement Date and each stcceeding 12 month period thereafter
during the Term.

22  Holdover. Any holding over by Lessee after expiration of the Term shall not be
considered a renewsal ot extension of this Lease. The occupancy of the Premises after the
expiration of the Term constitutes a month-to-month tenency, and all other terms and conditions
of this Lease shall continue in full force and effect; provided, however, City shell have the right
to bring the Rent (as ‘defined in Section 3, below) to the then market value and to terminate the
holdover tenancy at will. :

2.3 Quitclaim and Surrender of Lessee’s Interest. On execution of this Lease, Lessee
shall deliver to City a quitclaim deed in recordable form quitclaimiag all its rights in and to the

Premises. City may record such deed only on the expiration of the Term or earlier tenmination of
this Loase. In the event that City requires any subsequent quitclaim deed, Lessee or its successor
in interest shall deliver the same within five (5) business days after receipt of written demand

therefor.

At the expiration of the Term, Lessee shall surrender the Premises to City free and
clear of all liens and encumbrances. [n the event of termination of this Lease by City prior to
the end of the Term, any liens end encumbrances then cxisting against the Premises must be
approved in writing by the City in order to be allowed to remain against the Premises. If such
liens and encumbrances are not approved to remain against the Premises, Lessee shall be solely
responsible for ensuring that all such liens and encumbrances are romoved from the Premises
within a reasonable time period not to cxceed six (6) months. Upon either the expiration or
earlier termination of the Tetm, Lessee shall surrender the Premises in good order, in a safe,
healthy, and sanitary condition and state of repair, ordinary wear and tear excepted.
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SECTION 3. RENT

3l Time snd Place of Payments, Rent is due monthly in advance on or before the
 first day-of each calendar month. All Rent payments shail be made payable to “City Treasurer”

and mailed to:

City of San Diego
P.0. Box 129030
San Diego, California 92112-9030

or hand-delivered to:

The Office of the City Treasurer
Civic Center Plaza

1200 Third Avenue, First Floor
San Diego, California 92101

City may change the place of payment at any time upon thirty (30) days written
notice to Lessee. Mailed payments shall be deemed paid on the date the payment is postmarked
by the postal authorities. If postmarks are illegible, the payment shall be deemed received only
upon actual receipt by the City Treasurer. Lessee assumes all risk of loss and responsibility for
late paymeut charges if payments are made by mail.

, 32 Rent Amount The initial monthly rent (“Rent"} for the Premises shall be Thirty
-One Thousand Six Hundred Dollars ($31,600), which is the product of §1,975.00 (the “Per Acre
Amount”) multiplied by the number of approximate acres in the Preraises on the Effective Date. .
The Rent is subject to adjustment (pursuant to the CPI (ndex Adjustment Dates set forth in
Section 3.2.1 below) based on the increases, if any, in the CPT (as defined in Section 3.2.1) or the
market value of the Premises (established as described in Section 3.3), and/or the inclusion of the
Option Premises as part of the Premises. In the event City decides to exercise its option to
require Lessee to lease ull or a portion of the Option Premises as set forth above in Section 1.1,
the Rent shall be adjusted- by the City by multiplying the new total approximate acreage by the
then effective Per Acre Amouat for the Premises. In the event City elects to take back all or any
portion of the Option-Premises, the Rent shall be reduced on & pro rata basis. All references to
“acreage” ate best-cffort approximations and shall not be used to affect the rental structure or
rental araounts set forth in this Lease ot to be utilized in the future.

321 CPl Adjustments. On June lst of the years 2021, 2031, 2041 and 2051
(the “CPI Adjustment Dates”), the Rent shall be adjusted upward, and only upward, if
epplicable, to reflect any increases in the Consumer Price Index (the “CPL").

The index used will be the CPI for “All Urban Consumers” for Los

Angeles, Riverside, Orange County (1982-84 = 100) of the U.S. Departroent of Labor,
Bureau of Labor Statistics. If the CPI is no longer published, the index for adjustment
will be the U.S. Department of the Labor’s “Comprehensive Official Index” most
_* comparable to the aforesaid index. In the cvent that such indices are no longer published,
_ then another comparable index or sdurce of such information generally recognized as
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anthoritative will be substituted in the City’s discretion.  Regardless of the index
publication dates, the effective dates of Rent adjustmeuts shall be as specified in this
Section.

322  Index Adjustment Computation, The Rent for each monthiy rental
petiod followmg the CPI Adjustment Dates, until the next CPI Adjustiment Date, shall be
determined prior to the CPI Adjustment Date by multiplying the Rent which is effective
1mmed1ately prior to said adjustment by the “adjustment figure” established as follows:

(a) The “adjustment figure” shall be established by dmdmg the .

“current index™ by the “base figure,” as defined herein.

(b)  The “current index” shall be an average of CPI index figures for
the months of JSanuary, February and March immediately preceding the
adjustment date,

(c) The “base figure” for the first such adjustment shall be en
average of 1he. CP1 index figures for the months of January, February and March,
2016.

(d) The “base figure” for each successive adjustment shall be an
averape of the CPI index figures for the months of January, February and March
immediately preceding each of the CPL Adjustment Dates or each of the Market
Value Adjustment Dates, as City may determine in accordance with Section 3.3
Market Value Adjustments.

3.3  Market Value Adjustments. In addition to CPI Index Adjustments, on June 1st of

the years 2026, 2036, and 2046 (the “Market Value Adjustment Dates”), City shall adjust the
Rent in accordancé with a “Market Value Adjustment” (as defined and calculated as follows).

. 331 Commencing one hundred eighty (180) days prior to the applicable
Merket Value Adjustment Date, City and Lessee shall agree upon the Market Value
Adjustment for the Premises. If the Parties are unable to agree upon the Market Value
Adjustment within sixty (60) days after the applicable Market Value Adjustment Date,
gach Party shall designate, by written notice delivered to the other Party within thirty (30)
days after expiration of said 60-day period, a real estate appraiser with at least five (5)

years' full-ime commercial appraisal experience and experience appraising

aviation/aeronautical properties within the most tecent year to appraise and determine the
monthly Market Value Adjustment for the Premises for the next five-year period. 1f
sithe Party fails to designate ah appraiser, the one appraiser designated shall determine
the Market Value Adjustment.

3.3.2 if two appraisers are designated, the two shall promptly meet in an
attempt to determine the Market Value Adjustment, [f the two appraisers are unable to
agree within tweaty (20) days after designation of the second appeaiser, they shall appoint
a third appraiser meeting the qualifications stated above within twenty (20) days after
expiration of the twenty-day period prowded to the two appraisers to determine the
Market Value Adjustment. If the two apptraisers are unsble to agree on a third appraiser,
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either of the Parties, by giving ten {10) days’ written ootice to the other Party, can apply
to the then president of the San Diego Association of Realtors for the selection of a third
appraiser. Each Party shall pay the fee of the appraiser it designates and one-hatf (1/2) of
the cost of the third appraiser. Within twenty (20) days after the seloction of the third
appraiser, a majority of the appraisers shall determine the Market Value Adjustment. Ifa
majotity of the appraisers are unable to agree, then the average of the three appraisals
shall be the Market Value Adjustment; provided, however, if the low appraisal is more
than five percent (5%) lower and/or if the high appraisal is more than five percent (5%)
higher than the middle appraisal, then the low appraisal and/or high eppraisal shall be
disregarded in averaging the appraisals. '

3.33  In determining the Market Value Adjustment, the appraisers shali use
the Rental Comparison Approach or similar methodology that compares similar airport
land leases within 500 miles from the Premises to determine the monthly amount which
the Premises could be expected to return to the City if offered for lease on the open
market under normal circumstances. After the Macket Value Adjustment has been
determined, the appraisers shall immediately notify the Parties in writing,

Notwithstanding the foregoing, in no event shall the adjusted Rent, established by
periodic appraisals as provided for herein, be less than the Rent in existence immediately prior to
any Market Value Adjustment Date. : ’

34  Lessee Speclal Events. Beginning on the first day of the eleventh (1 1th) Lease
Year, Lessee shall pay City ten percent (10%) of all gross revenue Lessee receives, or is entitled
to receive, from any Lessee Special Event approved by City, as set forth in paragraph 1.2 Uses.
All sums owed to City under this provision shall be considered Additional Rent and shall be due
and owing to City within thirty (30) days of receipt, or entitlement to receipt, of said suins,

35 City Improvement Value Reimbursement. As compensation for the City’s
deferral of the exercise of its reversionary interest in all the improvements existing on the
Premises as of May 31, 2016, and as a materal inducement to City to enter into this Lecase,

. Lessee shall pay City the aggregate amount of Six Flundred Twenty Four Thousand Four
Hundred Forty One Dollers ($624,441) (“City Improvement Value Reimbursement™), which
shall be considered as additional Rent, as follows: :

3.5.1 Within fiftcen (15} days after the Commencement Date, Lessee shall
pay City the sum of Thirty One Thousand Two Hundred Twenty Two' Dollars and Five
Cents ($31,222.05) in cash. Lessee shall pay the remaining balance of Five Hundred
Ningty Three Thousand Two Hundred Bighteen Dollars and Ninety-Five Cents
($593,218.95) either by: (1) making one lump sum payment of such amount, in cash, by
Septembet 1, 2016; or (2) beginning on September 1, 2016 and on the first day of each
month thereafter until paid in full, paying the remaining principal amount of the City
Improverent Value Reimbirsement, together with interest thereon at the rate of six
percent (6%) per annum, in three hundred (300) equal monthly instaflments of Three
Thousand Eight Hundred Twenty Two Dollars and Twelve Cents ($3,822.12).

352  Notwithstanding anything to the contrary contained herein, Lessee may
prepay in full (bul not in paet), without premium or penalty, at any time the then
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outstznding balence of the City Improvement Value Reimbursement and interest accrued
thereon to the date of payment, and beginnjag with the calendar raonth next following
such full prepayment, Lessee shall no longer be required to pay City Improvement Value
Reimbursement to City.

36  Security Depasit. A security deposit shall be paid to the City by Lessee in the sum
of Thirty One Thousand Five Hundred Eighty Dollars and Twenty-Five Cents ($31,580.25) (the
“Security Deposit”) before the Commencement Date of this Lease. All or any portion of the
Security Deposit shall be available unconditionally to City for correcting any default or breach of
this Lease by Lessee or Lessec’s successors or assigns, or for payment of expenses incurred by
City as a result of Lessee’s failure to faithfully perform all tenms, covenants, and conditions of
this Leass.

The security deposit shalt take one of the forms set out below:

3.6.1 Cash, All cash shall be deposited in a City fund, and City shall not be
lighle 1o Lessee for any intercst thereon. Provided furiher, any interest eancd by City
from such deposit or redeposit shall be and remain the property of City.

3.62  Instrument(s) of Credil. An instrument(s) of credit from one or more
financial institutions, Subject to regulation and insurance by the state or federal
government, shall pledge that the funds are on deposit end guaranteed for payment and
agree that any or all funds shall be paid to City upon demand by City. The financial
institation and the form of any instrument pledging the funds must be approved in
advance by City. - '

Leé;see will maintain the required Security Deposit 'throughout the Term, Failure
to do so shall be considered n default and is grounds for immediate termination of this Lease.

In the event City utilizes all or any portion of the Security Deposit as a'result of
Lessee’s default, Lessee shall redeposit the Secutity Deposit with the City within ten (10) days of
aotice from City to bring the Security Deposit up to the full specified amount.

The Security Deposit or a.ﬁy balance theréof will be returned to Lessee in

compliance with California law following expiration” or eadier termination of this Lease, -- - -

provided Lessee has faithfully complied with all terms, covenants, and coaditions hereof or has
cured any default under this Lease.

. The Security Deposit may be increased by City proportionate to any increased
performance or rental liability of Legsee upon sixty (60) days prioc written notice from City of
such required increase.

17 Citv’s Right to Inspect and Audit. Lessee shall keep all of its baoks of account,
records and supporting documentation needed to confirm the accuracy of any payments made or
due to the City stemming from or related directly or indirectly to this Lease including
documentation related to the numaber of gallons of fuel purchased for the calculation of flowage
fees throughout the Term plus five (5) years; provided, however, City shall have po right to

inspect Lessee’s books of account, records and supporting documentation with respect to-other.. -
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aspects of Lessee’s business not related directly or indirectly to this Lease. Lessee shall make
the books, records and documentation required pursuant to the immediately preceding sentence
available for inspection and eudit by City in one location within the County of San Diego.
Lessee shall maintain separate books and records related to Lessee’s possession, use and/or
occupancy of the Premises. Upon reasonable prior notice, City may inspect and audit the
operation of Lessee’s business in connection with its possession, use and/or occupancy of the
Premises and all other business activities conducted on the Premises, and all financial
transactions in connection with Lessee’s possession, use and/or occupancy of the Premises as
City may deem necessary, in its sole discretion, to protect City’s rights under this Lease, If
required by competent governmental authority, Lessee shall promptly deliver to City, at City’s
reasonable request and at Lessee’s sole cost and expense, any and all data reasonably needed to
fully comply with such authority’s requirements related to Lessee’s possession, use and/or
occupancy of the Premises and all other business activities conducted on the Premises, and all
financial transactons in connection with Lessee’s posscssion, use and/or occupancy of the
Premises. City’s right to audit Lessee’s books and records shall terminate for each Lease Year
on the date five (5) years after the end of that Lease Year.

371  Audii Cost. The full cost of sach City audit shall be bome by City,
unless oue or both of the following conditions exists, in which case Lessee shall
reimburse City for all costs of the audit:

(8) If an audit reveals an underpaywment of Rent of more than five
percent (5%) per Lease Year, calculated as the difference between the Rent
reported as payable by Lessee and the Rent payable as determined by the audit;

(b) If Lessee has failed to maintain true, accurate and complete
beoks, records, accounts and supporting source documents as required by this
Lease.

3,72  Rent Deficicncy and Overpayment. Any deficiency in the payment of
Rent and any other monies owing under this Lease, as determined by the audit shall be
subject to al) penalties and remedies provided to City under this Lease. City shall credit
any overpayment detcrmined by the audit, without interest, against future Rent payable
under this Lease. If no future Rent is then due under this Lease, City shall refund to
Lessee any overpayment determined by the audit, without interest, within sixty (60) days
afier City’s certification of the audit. .

3.8  Delinquent Rent. If Lessee fails to make any payment of Rent and any other
monies owing under this Lease when due, Lessee shall pay to City, in addition to the unpaid
amount,  late charge of five percent (5%) of the unpaid amount, which shall be deemed
additional renf (“Additional Rent”). If any of such payment remains unpaid after fifteen (15)
days of its due date, Lessee shall pay to City an additiona! five percent (5%) of the unpaid
. amount [being & total of ten percent (10%)], which shall be Additional Rent. Notwithstaoding
the foregoing, in no event shall the charge for late payment of Rent be less than Twenty-Five
Dollars (825). After thirty (30) days past due, uapeaid amounts due City under this Lease may be
referred to the San Diego City Treasurer. for collection, and shall be subject to San.Diego
Municipal Code section 22,1707, as may be amerded from time to time. Lessee shall pay to City
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any colloction-referral fee and all other fees and charges plus interest as may then be charged by
the San Diego City Treasurer under authority of the San Diego Municipal Code. Acceptance of
late charges and any portion of the late payment by City shall neither constirte ‘a waiver of
Lessee’s breach or defanlt with respect to the late payment nor prevent City from exerclsing any
other rights and remedics available at law or in equity. As required by law, Lessee is hereby
notificd that a negative credit report may be submitted to a credit reporting agency if amounts
due City are not paid when due. '

' 3.9  Unauthorized Use Charge. Lessee shall pay to City one huodred percent (100%)
of the net receipts from any use of the Premises that is not allowed by this Lease, regardiess of
any related penaltiss charged Lessee by competent governmental authorities. Such unauthorized
use charge shall be paysble to City within thirty (30) days after Lessee receives tho gross
receipts. No unauthorized use charges shall satisfy or be a credit against any other Rent
obligation of Lessee's under this Lease. The unauthorized use charge shall otherwise be
considered “Rent"” under this Lease, and shall be subject to all costs and penalties: for delinquent
payments hereunder. The existence of such unauthorized use charge and City’s acceptance
thereof shall not constitute autharization for the use in question, and shall not waive any of
City’s rights under this Lease. If Lesses makes any use of the Premises that is not allowed by
this Lease, such use shall constitute a default under this Lease. :

SECTION 4. ASSIGNMENT AND SUBLEASING

‘4.1 Time is of Bssence: Provisions Binding on Successors and Assipns. Time is of
the essence of all of the terms, covenants, and conditions of this Lease, and, except as otherwise
provided herein, all of the terms, covenants, and conditions of this Lease shall apply to, benefit,
and bind the successors and assigns of the respective Parties, jointly and individually.

4.2  Assignment and Subletting. Lessee shall not assigo this Lease or any interest
therein, and shall not sublet the Premises or any part thereof, or any right or privilege
appurtenant thereto, or suffer any other person, except employees, agents, and guests of Lessee,
to use or occupy the Premises or any part thereaf, without the prior written consent of the City in
each instance, not to be unreasonably withheld, conditioned or delayed. A consent to assignment,
subletting, occupation, or use by any person shall not be deemed to be a consent to any
subsequent assignment, subletting, occupation, or use by another person. Any such assigoment
or subletting without such consent shall be void and shall, at the option of City, terminate this,
Lease. This Lease shall not, nor shall any interest therein, be assignable as to the interest of
. Lessee by operation of law, without the prior written consent of the City. “Assignment” for the
purposes of this Lease shall include, without limitation, any transfer of any interest in this Lease
by Lessee or by any partners, principals, ot stockholders, as the case may be, from the original
Lessee, its general partners or principals ot controlling shareholders.

Approval of any assignment or sublease shall be conditioned upon the assignee or
sublessee agreeing in writing that it will assume the rights and obligations thereby ‘assigned or
subleased and that it will keep and perform all covenants, conditions, and provisions of this
Lease which are applicable to the rights acquired. The City shall require, as a condition to
approval of any sublease of the majority pottion of the leasehold, or any assignment, that Lesses
pay additional consideration to City, as set forth in Section 4.3, Equity Sharing, hereof, payable
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as of the effective date of such proposed sublease of the majority portion of the leaschold, or any
assignment, and may further requite that this Lease or the requested sublease otherwise be
revised to comply with then cutrent City lease requirements. Pursuant to City Charter Section
225, the City, must review and approve every person ot entity which will have an interest in this
Lease. :

Prior to the Commencement Date of this Lense, Lessee shall provide City with all
applicable information therefor, and pay all City fees, for all subleases for which Lessee seeks
City’s Consent. Any unconsented—to sublessees occupying space on the Premises after the
Commencement Date shall subject Lessee to a default under this Lease and shall subject this
Lease to termination.

43  Equity Sharing. Lessee agrees that as additional consideration for this Lease, and
in addition to &ll other Rents payeble to City, City shall be enfitled to participate in any “equity”
received by Lessee during the Term. For purposes of this paragraph, “equity"” shall mean any
amount paid to Lessee as consideration for an assignment of this Lease ot Major Sublesse of the
Premises; provided, however, equity shali not include any base tents or additional rents peyable
to Lesses by its subtenants, “Major Sublease” shall mean any sublease or series of subleases
entered into by Lessee that constitute a single related transaction which individually or
curnulatively involves twenty-five (25%) percent or more of the total acreage of the Premises,
except for Permitted Transactions, as defined in this Section 44. In addition, equity shall
include any ptoceeds of a loan secured by Lessee’s leasehold interest in the Premises which are
not expended for permanent leaschold improvements. In the event of any action resulting in

“equity” as described above, Lessee agrees that City shall be entitled to a payment equal to two.

percent (2%) of any such equity. For purposes of calculating such payment, equity shall be the

total consideration resulting from the transaction including total cash payments and the market

value of non-cash consideration, including, but not limited to, stocks, bonds, deferred payments,
secured and unsecured notes and forbearances, regarding claims dnd judgments. Lessee also
agrees that City shall be entitled to & payment equal to two percent (2%) of the value of all
consideration payable on a lease or on the full sale price for-aay buildings, hengars or other
structures, or any pottion thereof on the Premises upoo the Commencement Date of this Lease.
City shall also be entitled to a payment equal to two percent (2%) of the value of all
_ consideration payable on a lease or on the full sale price for any buildings, hangars or other
structures, or any portion thereof built on the Premises pursuant to Exhibit “B” General
Development Plan, but only after the initial sale or lease of any buildings, hangars or othet
structures, or any portion thereof built on the Premises pursuant to Exhibit “B” General
Development Plan, Prior to City’s consent to any assignment, Major Sublease or refinancing,
"Lessee shall deliver to City a written statement of all surms due and owing to City from Lessee

pursuant to the provisions of this paragraph together with a written acknowledgment of accuracy -

of Lessee's written statement from the proposed assignee, sublessee or lender of the amount due
City. .The sum due City shall be payable in full to City concurrent with the closing of the
transaction, whether it be an assignment; a sublease or & refinancing. In the case of a Major
Sublease which provides for periodic payment of rent, City shall be entitled to ten percent (10%)
of the difference betwsen the Rent paid by Lessee to City and the rent paid by the sublessee to
Lessee, which amounts shall be added to the Reat paid to City. Any assignment, subletting ot
refinancing in violation of the terms and conditions of this paragraph shall be void.
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The provisions of this paregraph shall not apply to the following “Permitted
Transactions™

(8) an assipnment or transfer of a beneficial intercst in Lessee’s
leasehold estate tesulting from a devise, bequest, or intestate succession for the
benefit of Lessee’s principal owner or chief executive officer (if Lessee is other
than an individual);

(b)  such other assigament or transfer due to & reorganization or other
activity of Lessee which the City reasonably determines that a substantial change
has not occurred with respect to the direct or indircct legal and equitable
ownership interests in Lessee, in the lcgal or fictitious name of the Lessee, as
there is no material chetge in the equity, in beneficial use of or legal title to the
leasehold as an asset or the income produced thereby.

44  FEncumbrance, Subject to receipt of the City's prior written consent, which shall
not be umreasonably withheld, Lessee may encumber its leasehold estate, and those permanent
improvements that Lessee has constructed on the Premises during the Term of tbis Lease, by a

- deed of trust, mortgage, chattel mortgage, or other security instrument to secure the payment ofa
promissory note or notes of Lessee, upon the express coadition that the proceeds of such loan or
loans be devoted exclusively to the purpose of developing the Premises in accordance with
fixhibit “B” General Development Plan. However, no more then teh percent (10%) of the loan
proceeds may be dishursed for payment of incidental costs of construction, including but not
limited to the following: off-site improvements for service of the Premises; on-site
improvements; escrow charges; premiumg for hazard insurance or other insurance or bonds
required by City; title insurance premiums; reasonable loan costs such as discounts, interest, and
commissions; and archilectural, engineering,-and attorneys’ fees and other normal expenses
incidental to such construction.

All encumbrances of the Premises or of any permanent improvements thereon
tust first be approved in writing by the City, and shall also be for the exclusive purpose of
development of the Premises. In the event any such approved deed of trust or mortgage or other
security agrecment should at any time be in default and be foreclosed or transférred in lien of
foreclosure, City will accept the City-approved mortgagee or beneficiary thereof as its new
tenant under this Lease with all the rights, privileges, and duties granted and imposed in this
Lease. '

Upou prior written approval by City, sald mortgagee or beneficiary may assign
this Lease to its nominee, if, in the opinion of City, the nominee is & reputable, qualified, and
financially responsible person or entity. Any deed of trust, inortgage, or other security
agreement shall be subject to all of the terms, covenants, and conditions of this Lease and shall
not be deemed to amend o alter any of the terms, covenants, or conditions hereof.

45  Charter Section 225. Pursuant to City Charter Section 225, Lessee and each of its
assignees and majority subtenants shall make a full and complete disclosure of the name and

identity of all persons and/or entities directly or indirectly involved in this Leese and the precise

nature of all interests of all such persons. Each and every person and/or entity proposqd to have
an interest in this Lease shall be subject to City’s ceview and approval, in City’s sole discretion.
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SECTION 5. DEFAULT AND REMEDIES
5.1  Default. Lessee shall be in default of this Lease if any of the following occurs:

511 Lessec fails to make any payment required under this Lease when due;

512  Lessec breaches any of its obligations urder this Lease, otlier than those
requiring payment to City, and fails to cure the breach within thirty (30) days following
written notice thereof from City, or if such breach is not curable within thirty (30) days,
fails to commence lo cure the breach within thirty (30) days and diligently pursue the
cure to completion, .

5.1.3 Lessee voluntarily files or involuntarily has filed against it any pefition
under any bankruptcy or insolvency act or law;

5.14 Lessee is adjudicated a banlrupt; or
5.1.5  Lessee makesa general assignmerit for the benefit of creditors.

52  Remedies. Upon Lessee’s default, City may, at its option, give Lessee, or any
person claiming riphts through Lessee, (1) a written “Three Day Notice to Pay or Quit,” for
failure to make required payments, or (2) a “Notice of Fermination” for defaults not rcquiring
payment to City, in order that City may seek to terminate the Lease and all rights of Lessee, and
all persons claiming rights through Lessee, to the Premises or to possession of the Premises.
Upon termination, City may eater and take possession of the Premises, and may recover from
Lessee the sum of: :

5.2.1 the worth at the limd of any unpaid rent that was due at the time of
termination;

522  the worth at the time of award of the amount by which the unpaid rent
that would have been earned after termination until the time of award exceeds the amount
of rental logs, if any, that Lessee affirmatively proves could have been reasonably
avoided;

523  the worth at the time of award of the amount by which the unpaid rent
for the balance of the Term after the time of award exceeds the amount of rental loss, if
any, that Lessee atfirmatively proves could be reasonably avoided;

5.24  any other amount necessary to compensate City for all the detriment
proximately caused by Lessee's breach and default, or that in the ordinary course of
things, would be likely to result; and

'5.2.5 all other amounts in addition to or in lieu of those previously stated as
may be permitted from time to time by California law.

As used.in clauses 5.2.1 and 5.2.2, above, the “worth gt the fime of award” is computed by
aliowing interest at the rate of ten percent (10%) per annum. As used in clause-3.2.3, above, the
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“worth at the tlme of award” is computed by discounting that amount at the discount rate of the
Federal Reserve Bank of San Francisco at the time of award plus two percent (2%). As used in
this section, the term “rent” shall include Rent and any other amounts payable by Lessee under
this Lease.

53  Default if Leasehold is Encumbered. If there is a Cify-approved encumbrance on
Lessee’s leasehold interest, City shall give the mortgagee or beneficiary written notice of
Lesses’s default under thia Lease, and the same mortgagee or beneficiary shall have thirty (30)
days from the notice to cure the default, or, if the default is not curable within thirty (30) days, to
commence 1o cure the dofaclt and diligently pursue the cure to completion. City may extend the
cure pedod if the mortgagee or beneficiary uses reasonable diligence to pursue 4 cure. If the
mortgagee or beneficiary chooses to cure the default through litigation or foreclosure, then City
may exercige any of the following options:

531 City may correct: the.t'iefault and charge the costs to the account of
Lesses, which chargo shall be due and payable on the date that the rent is next due after
City’s notice of such costs to Lessee, and mortgagee or beneficiary;

532  City may correct the default and pay the costs from ths proceeds of any
insurance fund held by City, City and Lessee, ot by City and mortgagee or beneficiary, ot
City may use the funds of any faithful performance or cash bond on deposit witk City, or
City may call on the bonding agent to correct the default or to pay the costs of correction
performed by or at the direction of City; and, :

533  City may terminate this Lease as to the rights of Lessee by assuming or
cansing the assumption of Liability for any trust deed or mortgage. Lessee shall assume
and pay any and all penalties or bonuses required by the bencficiaries, trustees ot
mortgagees as a condition. of early payoff of the related obligations by City. City may, as
an alternative, substitute the terminated Lessee with a new lessee reasonably satisfactory
to the mortgagee or beneficiary. Lessce shall pay to City all reasoneble costs incurred by
City in re-leasing to a new lessee. .

If the default is non-curable by Lessce, then any lender holding a beneficial interest in the
Premises, whose qualifications as an assignee have been approved by City, shall have the
absolute tight fo substitute itself to the estate of Lessee hercunder and to commence performance
of this Lease. If the mortgagee or beneficiary gives notice it writing of its glection to substitute

itself within the thirty (30) day period aRer receiving City’s written notice of a default, and the
default, if curable, is cured by the mortgagee or beneficiary, then this Lease will not terminate
pursuant to the default. In that event, City consents to the substitution and zuthorizes the
mortgages or beneficiary to perform under this Lease with all the rights, privileges, and
obligations of Lessee, subject to the curing of the defoult, if possible, by mortgagee or
benoficiaty. [n that event, Lessee shall assign to morfgagee or beneficiary all of its interest in
and to the lcaschold estate under this Lease. '

54  Abandonment by Lessee. [f Lessee abandons the Premises, this Lease shall
continue in effect as long as City does not terminate this Lease, and City may enforce all of its

UL R
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rights and remedies under this Lease, including without limitation the right to recover reat as it
becomes due, plus damages. :

55  Waiver. Any waiver by City of a breach or default by Lessee shall not be a
waiver of anty other breach or default. No waiver shall be valid and binding unless in writing and
executed by City. City’s delay or failure to enforce a right or remedy shall not be e waiver of
that or any other right or remedy under this Lease, The enforcerment of a particular right or
remedy for & breach or default shall not waive any other right or remedy for the same breach or
default, or for any other or later breach or defaudt. City’s acceptance of any reats shall not be a
waiver of any default preceding such payment. Lessee acknowledges that the Premises are a parl
of publicly-owned property held in trust for the benefit of the citizens of the City of San Diego,
and that any failure by City to discover a breach or default, or take prompt action to require the
cure of any breach or default, shall not result in an cquitable estoppel, but City shall at all times,
have the legal right to require the cure of any breach or default. City's acceptance of a partial
payment of rent shall not constitute a waiver of the balance of the rerit payment due.

SECTION 6. EMINENT DOMAIN

6.  FEminent Domain. If all or part of the Premises is taken through condemnation
proceedings or under threat of condemnation by any public authority with the power of eminent
domain, the interests of City and Lesses (or beneficiary or mortgagee) will be as follows:

o1 In the event the eutire Premises are taken, this Lease shall terminate on
the detc of the transfer of title or possession to the condemning guthority, whichever first
OCTUrS,

6.12  In the cvent of a partial teking, if, in the opinion of City, the remaining
part of the Premises is unsuitable for the lease operation, this Lease shall terminate on the
date of the transfer of title or possession to the condemning authority, whichever first

oceurs.

6.1.3  In the event of a partiel teking, if, in the opinion of City, the remaining
pait of the Premises is suitable for continued lease operatioa, this Lease shall terminate in
regard to the portion talen on the date of the transfer of title or possession lo the
condemning authority, whichever first occurs, but shall continue for the portion not
taken. Rent shall be equitably reduced to reflect the portion of the Premises taken.

6.1.4  All monies awarded in any such taking shall belong to City, whether
such taking results in diminution in value of the leasehold or the fee or both; provided,
however, Lessee shall be entitled to any sward aitributable to the taking of, or dumages
to, Lessee’s then remaining lcasehold interest in installations or improvements owned by

. Lessee. City shall have no lability to Lessee for any award oot provided by the
condemning authority. '

6.1.5  City has the right to transfer City's interests in the Premises in lien of
condernnation to any euthority entitled to exercise the power of eminent domain.
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6.1.6  The exercise of any City right under this Lease shall not be interpreted
83 an exercise of the power of eminent domain and shall not impose any liability upon
City for inverse condetonation. .

SECTION 7. INDEMNIFICATION AND INSURANCE

71  Indemmity. Lessec agrees to defond, indemnify, protect, and hold the City, its
agents, officers, and employees harmless from and against any and all claims asserted or liability
established for damages or injuries to any person or property,. including injury to Lessee’s
employees, invitees, guests, agents, or. officers, which arise out of or are in any manner directly
or indlrectly connected with the use, occupancy, reansgement, development and/or operation of
the Premises or the work and operations to be pecformed under this Lease, and all expenses of
investigating and defending against same; provided, however, that Lessep’s duty to indemnify
. and hold harmless City hereunder shall not include any claims or liability arising from the sole

gross negligence or willful misconduct of the City, its ageats, officers, ot employees. City may,

at its election, conduct the defense or participate in the defense of any claim related in auy way

to this indemnification. If City chooses at its own election to conduct its own dofense,

participate in its own defense, or obtain independent legal counsel in defense of any claim related

to this indemaification, Léssee shall pay all of the costs related thereto, including without
" limitation reasonable attorney fees and costs.

7.2  Insurance.

7.2.1 Lessee shall deliver to City a current certificate of insurance and ‘

relevant endorsenients for:

' (8) Commercial General Liability Insurance, providing coverage for
the damages due to bodily injury, including death, personal injury, and property
datnage with limits of at least Ten Million Dollars (§10,000,000) per oceurrence,
subject to an annual aggregate of at least Twenty Million Dollass ($20,000,000),
products and completed operations and if applicable, use of ualicensed vehicles
that in any way arise from the uss of the Leased Premises and operations of
activities of the entity, Non-licensed vehicles operated on the moverent area will
require coverage in an amoutt not less than Five Million Dollars ($3,000,000)
combined single limit per occurrence for bodily injury, personal injury, and
property damage. '

(b) Fire, extended coverage, and vandalism insurance policy on all
City owned insurable property, on the Premises, in an amount to cover one
hundred percent (100%) of the replacoment. Any proceeds from a Toss shall be
payable jointly to City and Lessee. The proceeds shall be placed in a trust fund to
be reinvested in rebuilding or repairing the damaged property. Lessee shall
submit to the City recommondations and an accounting of funds used to restore
the leasehold improvements, If there is & mortgage or trust deed on the leasehold
in accordance with Section 4.5, Encumbrance, hereof, the proceeds may be paid

to the-approved mortgagee or beneficiary~so long.:as adequate. provision .

reasonably satisfactory to City has been made in-each casc for the use of all
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" proceeds for repair and restoration of damaged or destroyed improvements on the
Premises.

(©)  Automobile Lisbility Insurance, praviding coverage for all bodily
injury and property damage, with a liout of at least One Million Dollars
(81,000,000) per occurrence or Two Million Dollars {$2,000,000) per occurrence
for automobiles operated on airside. Such insurance shall cover liability arising
out of any vehicle (including owned, hired, and non-owned vehicles) operated on
the Premises. Coverage shall be written on ISO form CA 00 0l 12 90, or &
substitute form providing equivalent liability coverage.

: (d) Workers' Compensation Insurance, as required by the laws of the
State of Califoraia for all of Lessee’s employees who are subject to this Lease,
with Employers’ Liability coverage with a limit of at teast One Million Dollars
($1,000,000). .

{¢) Hangar Keeper’s Insurance, sufficient to cover rcplacement cost
and aircraft hangared for others, but no’ less than "Ten Million Dollars

{$10,000,000).

(f)  Aircraft Liability Insurance, General Aircraft Operation Liability,
in an amount of not less than Ten Million Dollars $10,000,000 per occurrence.

(2) Environmenta! Liability Insurance, providing coverage for
gradual, sudden and accidental discharge or spill of pollutants including first party
clean up and remediation. of the Premises; wrongfil delivery of misdelivery of

fuel; loading and unloading of fuel to and from the Aboveground Storage Tank

(AST) or Mobile Storage Tank (MST).

722  Additional Insureds. Pursuant to a separate codorsement [CG2010
(11/85) or equivalent form], “The City of San Diego, its elected officials, officers,
cmployees, tepresentatives, and agents” shall be named as additional insureds in all
policies. ’

793  Primary and Non-Contributory. fnsurance policies shall be endorsed
such that that the coverage is primary and non-contributory to any coverage carried or
naintained by City. The policies shall be kepi in force for the duration of the Term and
any extended use. The certificate(s) of insurance shall be kept in force for the duration of
the Term and any extended use.

794  Oualified Insurer(s). All insurance required by the terms of this Lease
must be provided by insurets licensed to do business in the State of California which are
rated at least “A-, VI” by the current AM Best Ratings Guide and which are acceptable to
City. Non-admitted surplus lines isurers may be accepted provided they are included on
the most recent list of California eligible surplus lines insurers (LESLI list) and otherwisc
meet City requirements.

O b L T O
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72.5  Deductiblos/Retentions. All deductibles and self-insured retentions on
_ any insurance policy are the sole responsibility of Lessee and must be disclosed and
acceptable to City at the time evidence of insurance is provided.

72.6  Confinuity of Coverage. All policies shall be in effect on or before the
first dey of the Term, except “course of construction fire insurance” shall be in force on
commencernent of all authorized construction, and full applicable fire insurance coverage
shall be effective upon completion of each insurable improvement. At least thirty (30)
days prior to the expiration of each insurance policy, Lessee shall furnish a certificate(s)
showing that a new or extended policy has been obtained which meets the requirements
of this Leage.

7.2.7  Modification, To assure protection from and against the kind and extent
of risk existing on the Premises, City, at its discretion, may require the revision of
amounts and coverage at any time during the Term by giving Lessee thirty (30) days
prior written notice. Lessce shall also obtain any additional insurance tequired by City
for new improvements, changed circumstances, or City’s reasondble re-evaluation of risk
tevels tclated to Lossee's use of the Premises. :

728  Accident Reports. Lessee shall immediately report to City any accident
causing property damage or injury to persons on the Premises. Such report shall contain
the names and addresses of the involved perties, a statement of the circurnstances, tho
date and hour of the accident, the names and addresses-of any witncsses, and other
pertinent information.

729  Causes of Loss - Special Foum Property Insurance. Lessee shallobtain
and mainiain, at its sole cost, Causes of Loss - Special Form Property Insurance on all of

Lessee’s insurable property on the Premises, excepting wells, irfigation piping, and plant
material, in an amount to cover one hundred percent (100%) of the replacement cost.
Lessee shall deliver to City a certificate of such insurance.

SECTION 8. WASTE, DAMAGE OR DESTRUCTION

8.1  Waste, Damage or Destruction. Lessee agrees to give notice to City of any fire or
other damage that may occut on the Premises within twedty-four (24) hours of the occurrence af
guch fire or damage. Lessee agrees not to commit or suffor to be committed any waste or injury
or any public ot private nuisance, to keep the Premises cleau and clear of refuse and obstructions,
and to dispose of all gatbage, trash, and-rubbish in a manner satisfactory to City. If the Premises
shall be damaged by any cause which puts the Premises into & condition which is not decent,
safe, healthy, and sanitary, Lessee agrees to make or cause to be made full repair of said damage

and to restore the Premises to the condition which existed prior to said damage; or, at City's

option, Lessee agrees to clear and remove from the Premises gll debris resulting from said
damage and rebuild the Premises in accordance with plans and specifications previously
submitted to City and approved in writing in order to replace in kind and scope the opetation
which existed prior to such damage, _

the Premises (to be determined by City in its sole discretion), Lessee agrees that preliminary
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steps toward performing repairs, restoration, or replacement of the Premises shall be commenced
by Lessee within thirty (30) days, and the required repairs, restoration, or replacement shall be
completed within a reasonable time thereatter. :

SECTION 9. IMPROVEMENTS, ALTERATIONS,
MAINTENANCE AND REPAIRS

0.1  Acceptance of Premises. By signing this Lease, Lessec represents and warrants
that it has independently inspecied the Premises and made all tests, investigations, and
observations necessary to satisfy itself of the condition of the Premises. Lessee agrees it is
celying solely on such independent inspection, tests, investigations, and observations in meking
this Lease. Lessee further acknowledges that the Premises are in the condition called for by this
Lease, that City has performed all work with respect to the Premises, and that Lessee does not
bold City respounsible for any defects whether appatent or latent, in the Prewmises, including the
presence of any hazardous wastes.

92  Entry and Inspection, City reserves and shall always have the right, but not the
obligation, to enter 3aid Premises, for the purpose of viewing and ascertaining the condition of
the same, to protect its interests in the Premises, to inspect the operations conducted thereon or
to perform any work thereon (a) that may be necessary to comply with any laws, ordinances,
rules or regulations of any public authority, (b) the City may deem necessary to prevent waste or
deterioration in connection with the Premizes if Lessee does not make, or cause to be made, such
repairs or perform, or cause to be performed, such work promptly after receipt of written demand
from City, and (c) the City may deem uecessary in connection with the expansion, recuction,
remodeling, protaction or renovalion of any City-constructed or owned facilities on or off of the
Premises or at the Airport. No exercise by City of any rights herein reserved shall entitle Lessee
to any compensation, damages or abatement of rent from City for any injury or inconvenience
ocoasioned theroby. If such entry or inspection by City discloses that the Premises are not in &
decent, safe, healthy, and sanitary condition, City shall have the right, after ten (10) days® written
notice to Lessce, to have any necessary maintenance work done at the expense of Lessee, and
Lessee hereby agrees to pay promptly any and all costs incurred by City in having such
necessary maintenance work done, in order to keep said Premises in a decent, safe, healthy, and
samitary condition.

9.3 Maintenance. Lessee shall at all times from arnd afler the Cornmencement Date,
at its own cost and expense, repair, maintain in good and tenantable condition and replace, as
necessary, the Premises and every part thereof, including, without limitation, the following, as
applicable: all roofs; all heating, ventilation and eir conditioning systems; all mechanical and
electrical systems; all meters, pipes, conduits, equipment, components and factlitics (whether or
not within the Premises) that supply the Premises exclusively with utilities (except to the extent
the appropriate utility company has assumed these duties); all fixtures and other equipment
installed in the Premises; all exterior and interior glass installed in the Premises; all signs,
locking and closing devices; all interior window sashes, casements and frames; doors and doot

 frames; floor coverings; and all such items of repair, maintenance, aiteration, improvement or
reconstruction as may be required at any time or from time to time by & governmental agency

* ~having jurisdiction thereof, provided however, City shall be responsible for the maintenance of : - ..

relocated Gate 7 pursuant to the General Development Plan described in Section 10.1 General
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Development Plan below, Lessee’s obligations hereunder shall apply regardless of whether the
repairs, restorations and replacements are ordinary or extraordinary, foreseesble or
untoreseeable, capital or noncapital, or the fault or not the fault of Lesses, its agents, employses,
invitees, visitors, sublessecs or contractors. All replacements made by Lessee in accordance with
this Section shall be of like size, kind and quality to the items replaced and shall be subject to
prior written approval by the City. Upou surrender of the Premises, Lessee shall deliver the
Premises to City in good order, condition and state or repair, but shall not be responsible for
damages resulting from ordinary wear and tear. Lessee shall be responsible for completing all
work, at its sole cost and expense, or reimbursing City (including all costs and expenses,
including attorney fees, incurred to ensure the completion of the work) for all work, necessary to
bring the Premises back to good order, safe, healthy, and sanitary condition and state or repair
(excepting ordinary ‘wear and tear) upon the surrender of the Premises to City. Lessee shall
provide for trash removal, at its expense, and shall maintain all trash receptacles and trash areas
in a clean, orderly and first-class condition.

94  Lessee's Failure to Maintain. If Lessee refuses or neglects to repair, replace, or
maintain the Premises, or any part thereof, in a manner reasonably satisfactory to City, City shall
have the right, upon giving Lessee ten (10) days written notice of its election to do so, to make

" such repairs or replacements or to perform such maintenance on behalf of and for the account of

Lessee. If City makes or causes any such maintenance, repairs or replacements to be made or

‘ performed, as provided for herein, Lessee shalt pay the cost thereof to City, as additional Rent,

promptly upon receipt of an invoice therefor.

9.5  Annual Leasehold Compliance Surveys. In addition to City’s right to enter the
Premises pursuant to Section 9.2 Entry and Inspection, above, Lessee acknowledges and accepts
City’s right and intent to conduct periodic, but not more frequently than annual (unless
reasonable circumstances, to be determined by City in its sole discretion, determine the need for
more than annual inspections), Leasehold Compliance Surveys (“Surveys™. The Surveys shall
be scheduled at 2 mutually coavenient time for City and Lessee, following written notice by City
of its intent to conduct a Survey. The Survey will focus on, but not be limited to, the condition of
all improvements on the Premiscs and proper maintenanoe thereof, building code compliance,
compliance with all other laws, a verification of aircraft locations, and a verification of all
subleases on the Premises. Lessee agrees to cooperate with City, or its authorized representative,
during the Survey process and provide access to all areas on the Premises, both interior and
exterior, including 2ll aircraft storuge hangers. In the event City, ot its authorized agent, is not
able to access all areas of the Premises during the time of the scheduled Survey, Lessee will
reschedule a mutually convenient time for a follow up Survey to allow eccess to arcas
inaccessible during the initial Survey appointment, and Lessee.agrees to compensate City for the
personnel cost of the foliow up Survey at the rate of $50 for each hour of such follow up Survey.
Refusal by Lessee to provide access to all areas of the Premises, and/or unreasonably delaying
access to all areas of the Premises, shall be considered material breaches of this Lease and

grounds for termination.

9.6  Building [nspections. City may, at City's sole cost and expense, cause all
buildings and structures on the Premises to be inspected not less than every ten (10) years during
the Term, beginning o the tenth (10%) Léase Year, Inspections shall be conducted by a licensed
California civil or structural engineer selected by City. As required by Section 9.3, Maintenance,
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above, Lessee shall cause to be done such repair and maintenance work identified in the
judgment of the inspector &s being reasonably required, at Lessee's sole cost and expense. Any
repair and maintenance work shall not be subject to rent credit to Lessee. Lessee shall submit
copies of the inspection reports to the City not later than ten (10) calendar days after Lessce’s
receipl of same and shall seek City’s prior written approval for afl-non-routine maintenance
and/or capital repairs identified by the inspector(s).

97  Improvements. No impravements, structures, or installations shall be constructed
on the Premises, and the Premises may not be altered by Lessee without the prior written
approval of the City, which shall not be unreasonably withheld, Further, Lessee agrees that
structural or architectural design alterations to approved improvements, structures or installations
may not be made on the Premises without the prior written approval of the City and such
approval shall not be unreasonably withheld. This provision shall not relieve Lessee of any
_obligation under this Lease to maintain the Premises in good order, safe, healthy, and sanitary
condition and state or repair, including structural rcpair, restoration and replacement of damaged
or worn improvements, or parts thereof, except as may be set forth in this Lease. City shall not
be obligated by this Lease fo make or assume any expense for any improvements ot alterations,

9.8 Ownership of Improvements and Personal Property.

2.8.1 Any and all permanent improvements, in ground plant or tree material,
in-ground irrigation and water wells, structures, and installations or additions to the
Premises now existing or constructed on the Premises by Lessee shall at expiration or
eaclier termination of this Lease be deemed to be part of the Premises and shall become,
at City’s option, City’s property free of all liens and claims, except as may otherwise be
provided in this Lease.

9.8.2 If City elects not to assume ownership of all or any improvements, plant
ot tree material, in-ground imigation and water wells, structures, and installations, City
shall so notify Lessee a minimum of one (1) year prior to expimtion of the Term (except

in the cuse of an early termination due to default or other early termination event allowed .

pursuant to this Leage, in which case reasonable notice shall be given), end Lesseo shali
remove all such improvements, structures and installations as directed by City at Lessee’s
sole cost on or before lease expiration or eatlier termination. If Lessee fails to remove
ey improvements, structures, and installations as directed, Lessee agreed to reimburse
City for all costs and fees, including attorneys® fees, incurred by City involved with said
reraoval and collecting reimbursement for said removal.

9.8.3 Lessee-owned machines, appiiances, equipment, trade fixtures, and
other items of personal property shall be removed by Lessee by the date of the expitatioo
or earlier termination of this Leass. Any of said items which Lessee fails to remove will
be removed and/or stored by City subject to California law, and Lessee agrees to
reirmburse City for all costs and fees, including attorneys* fees, incurred by City involved
with said removal and/or storage and collecting reimbursement for said removal and/or
storage.

9.84  If any removal of spch' personal property by Lessec results in damage'to
the remaining improvements -on the. Premises, Lessec agrees to reasonably repair ali such
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damage or Lessee agrees to reimburse City for all costs and fees, including attorneys’
fees, incurred by City iavolved with said repairs and collecting reimbursement for said
repairs. :

985  Any necessary removal by either City or Lessee which takes place
beyond the expiration ot earlier termination hereof shall require Lessee to pay reat to City
at the Rent rate in effect immediately prior to said expiration or earlier termination. Said
Rent rate will double for each 30-day period, or part thereof, that Lessee remains working
at the Premises beyond the first sixty (60) days from the expiration or earlier termination
date. '

986  Notwithstanding any of the foregoing, in the event Lessee desires to
dispose of any of its personal property used in the operation of said Premises upon
expiration or earlier termination of this Lease, then City shall have the first right to
acquite or purchase said personal property.

900  Noxious Weeds, Pests, and Frosion. Lessec shall take all commercially
reasonable cotrective actions, to the satisfaction of City, to prevent the infestation of noxious
weeds, pests, and erosion throughout the entire Pretnises. :

SECTION'10. NEW DEVELOPMENT PLAN AND IMPROVEMENTS

10.] General Development Plan. Notwithstanding anything to the contrary contained
herein, Lessee shall make certain improvements to the Premises as set forth in Exhibit “B”
General Development Plan and Exhibit “B-1" Master Leasehold Map attached hereto and made
a part hereof. City and Lesse& understand, acknowledge and agree that reasonable modifications
of the General Development Plan may be necessary in connection with the processing of
building permits and other approvals from the City of San Diego acting in its regulatory cepacity.
Lessee shall at all times conduct its construction operations so that such operations do not
interfere with the normal operation and use of the Airport by City, with the operation. and
maintenance of the transient ramp, with the monitoring and sampling of groundwater, or other
monitoring components, and the public and other persons and organizations entitled to use of the
same. Lessee shall secure City's prior writtcn approval to commence work on the improvements
set forth in Exhibit “B” General Development Plan and depicted ou Exhibit “B-1” Master
Leasehold Map. ' . '

10.1.1 Permits and Approvals. Lessee shall, at its sole cost and expense, seek and
obtain all necessary development permits and approvals, including environmental
clesrance for the General Development Plan, required for develeping the Premises
pursuant to the Gencral Development Plan.

102 Liquidsted Damages. The Parties agree that the damages to City resulting from
Lessee’s failute to complete the improvements identified in the Genoral Development Plan by
the scheduled completion dates would be extremely difficult to determine. Thersfore, the Parties
agree that if Lessee fails to complete the General Development Plan as required by this Lease by

. the scheduled completion dates, Lessee shall pay fo City the amount of Two Hundred Dollars
($200.00) as liquidated damages, and not as a penalty, for each day afier the applicable
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scheduled completion date until completion of the improvement. Such liquidated dameges shall
be deemed additional rent due and payable upon City's demand therefor.

10.3 New Airport Operations Garage. Since Alrport’s existing operations garage is
located on the area to be developed in Phase 1 by Lessec, Lessee shall demolish the existing
operations garage and build City 8 new 60'W X 60°'L metal building per the plans attached as
Exhibit “B-2” New Airport Operations Garage Plans and Specifications, 2t a height not to be
less than 15 feet (“New Airport Operations Garage™), which building shall be constructed at an
alternative location to be mutually agreed to by both parties, or at the location currently
identified therefor on Exhibit “B-1” Master Leasehold Map.. The demolition of the existing
operations garage, and the comstruction of the New Airport Operations Garage, shall be
subject to all applicable City of San Dicge bidding requirements and npplicable prevailing
wage requirements, including, but not timited to, those requirements set forth in attached
Exhibit “C* Prevailing Wage Requirements. If there is any dispute concerning the ultimate
lacation for the New Airport Qperations Garage, City shall have the right to make the final
determination concerning said location. The existing operations garage shall not be demolished
until after a Certificate of Occupancy is obtained for the New Airport Operations Garage and
delivered to the City. At a minimum, the New Airport Operations Garage shall be built to code,
be built of the same quality and with the same materials Lessee proposes to use to build its
buildings adjacent to the New Airport Operations Garage and shall include the following
improvements, the design of which shall be subject to City’s prior approval: oue large lnsulated
office space containing air conditioning and heating, a break arca, an cye wash station, a
bathroom to include a shower, sink, toilet, and an area suitable for the installation of multiple
storage lockers (City will be responsible for the installation of any such storage lockers). Upon
* Lessee delivering a Certificate of Occupancy to City, the New Airports Operations Garage shall
be solely owned and maintained by City. '

104 Landscaping, As set forth in Exhibit “B” General Development Plan, Lessee
shall be required to submit onsite landscaping plans for the following areas on the Premises:
sethack areas from abutting streets, airport boundaries, the ates between the Premises boundary
and the sidewalk or curb, antomobile parking areas, trash collection areas, areas adjacent to
buildings and hangars. A permanent sprinkler system or similar wateting system or device,
adequate o provide water necessary to properly maintain the particular plent materials used,
shall be included within the landscaping plans. Said sprinkler or similar watering system or
device shall be of the type to comply with all water conservation laws, rules, regulations and
policies. Once constructed and thereafler, Lessoc shall be responsible for maintaining all
landscaping on the Premises, and for maintaining the landscaping wateting systems on the
Premises in good working order, by Lessee at Lessec’s expense. Lessee also agrees to reimburse
City for all costs associated with the landscaping to be installed between John J. Montgomery
Road and the fence of the Premises once a landscaping plan for the cotmon areas of the Airport
have been developed and approved by City. Lessee also agrees to contribute (in an amouat fo be
determined by City in the future) to a Commmon Ated Maintenance fund when suid fund is
established by City (“Landscaping Improvements™).

105 Minimum Improvement Costs. Lessec agrees to spend & minimum of Three
Milliont Seven Hundred Bighty Four Thousand Dollars ($3,784,000.00) on all the improvements
described in Section 10.1 General Developruent Plan, Section 10.2 New Alrport Operations

24
BUS_RE/5992230.1 .




Garage and Section 10.3 Landscapiog, as set forth in Exhibit “B” - General Development Plan
and depicted on Exhibit “B-1” Master Leasehold Map.

10.6 City’s Costs; Inderanity. In addition to all fees, costs, etc., required to be paid by
Lessee for the processing of its construction plans through the City of San Diego’s Development
Services Department, or any other regulatory agency, Lessee shall reimburse City for all
reasonable out-of-pocket costs and expenses (including, without limitation, any architect and/or
engineer fees) incwred by City in approving or disapproving Lessee’s plans for my
improvements. Lessee shall be liable for and shall indemnify and defend City from any claim,
demand, lien, loss, damage or expease, including reasonable attorneys’ fees and costs, atising
from Lessee's construction or installation of any improvements permitted under this Lease.

10.7 Onsite and Offsite Utilities. Lessee shall be responsible for the cost of all public
utility upgrades or relocations required by City necessary for the Prowmises including,

construction, completion or operation of Lessee’s improvements. City ghall'assist in determining -

location of existing utilities by providing Lessee with any surveys on file with the City. Nothing
set forth above in this Section 10.8 shall affect the provisions of Scction 12.23 Water Quality -
Best Management Practices below. All utilities will be installed underground upon prior written
approval by City of the utility installation and location thereof.

SECTION 11. SECURITY OF PREMISES REQUIREMENTS

1.1 Secusity of Premises. Lessee shall be responsible fog, and shall provide for, all
the security of the Premises; City shall have no responsibility thercfor. Lessee skall construct
and maintain fonces, gates, wells and/or bartiers along the portions of the Premises that border a
gtreet or can be accessed by the general public in a manner designed to prevent atl unauthorized
access to the taxiways, runways, and Lessco’s ramp and hangar areas; the designs therefor and
materials used, are all subject to the prior written approval of City. Unless otherwise approved in
writing by City, Lessce shall construct and maintain fences and/or walls no less than six feet in
height along the boundaries of the Premises, in locations specified and approved by City. Such

fences and/or walls shall be constructed of malerials and in such a manner & (0 reasonably |

prevent access to the Premises. Ingress and egress through gates and access points in the fences
or walls shall be controlled by Lessee at all times. Unless otherwise approved in writing by the
City, such control must be by the use of automated gate controls utilizing keycard technology.
Al plans for security fencing und/or walls and access getes must be submitted 1o and approved
by the City prior to construction. Lessee shall provide lighting adequate, in the judgment of the
City, to prevent unobserved eulry onto the Premises during the hours of darkness. All

construction required by this Section shall be completed uo later than the earlier of () -
completion of the Phase 3 Improvements, or (ii) twenty-four (24) months after the

Commencement Date.
SECTION 12. GENERAL PROVISIONS
12,1 Notices. .

12.1.1 ‘Any notice required or permitied to be given hereunder shall be in
wiiting and may be served personally or by United States mail, postage prepaid,
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addressed to Lessee at the Premises or at such other address designated in writing by
Lessee, including the address below, and to City as follows:

City:

City of San Diego

Attn: Real Estate Assets Director
1200 3rd Ave, Suite {700

San Diego, CA 92101

Lessee:

CrownAir Holdings, Inc.

Attn: David 8. Ryan, CEO and President
3753 John J. Montgomery Drive

San Diego, CA 92123

and to any City-approved mortgagee, ‘trustee, or beneficiary, as applicable, at such
appropriate address designated in writing by the respective party.

12.12  Any Party entitled or required to receive notice under this Lease may,
by like notice, designate a different address to which notices shall be sent upon thirty (30)
days prior written notice.

122 Compliance with Law. Lessec shall at all times in the construction, maintenance,

occupancy, and operation of the Premiscs comply with all applicable laws, statutes, ordinances,
and tegulations of City, county, state, and federal governments at Lessec’s sole cost and expense.
In addition, Lessee shall comply with any and all notices issued by the City under the authority
of any such law, statute, ordinence or regulation. Upon City’s request, Lessee shall promptly
deliver to City copies of all documentary evidence of such complience received by or otherwise
available to Lessee (e.g., validation of periodic inspections, pertmits or licenses if any).

123  City’s Consent, Discretion. The approval or consent of City wherever required in
this Lease shall mean the written approval or consent of the Mayor, or his or her designec,
~ without need for further resolution by the City Council, ualess otherwise specified. City’s
discretionary acts bereunder shall be made in the Mayor’s discretion, unless otherwise cxpressly
provided. :

124 Construction Requirements. All improvements required to be made to the
Premises by tais Lease, or otherwisc approved by City to be constructed by Lessec, shall be
made under the supervision of a competent architect or licensed structural engineer and made in
conformity with any present or future Aitport Layout Plan (“ALP*) and any development
standards which are or may be adopted by City and the Federat Aviation Administration
(“FAA™). Lessee shall provide & minimum of three (3) sets of working drawings or plans
showing the planned improvements, for City's approval, prior to commencing any approved
work. All work with-respect to any improvements must be done in a good and workmanlike
manner, commenced within ninety (90) days following receipt of approval therefore from the
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City, and diligently prosecuted to completion to the end. Upon completion of such work, Lessee
shall have recorded in the office of the San Diego County Recorder a Notice of Completior, in a
form as required or permitted by law. Lessee shall deliver to City, within ten (10) days receipt of
the same, a copy of the Notice of Occupancy and the building permit with respect thereto. Within
sixty (60) days following completion of any improvement, Lessee shell provide the City with
three (3) complete sets of “as-built” plans of such improvement. Any such improvements shall
be constructed strictly in accordance with the laws and ordinances relating thereto.

12,5 Signs, Antennag and Lighting. Lessee shall not construct nor permit the erection
or display of any antenmas or signs, including banners, pennants, flags, posters, sigus,
decorations, marquees, awnings, or similar devices or advertising on the Premises without the
prior written approval of the City, which approval shall be within the City’s sole discretion,
Lessee shall submit sketches of proposed antencas and signs to the City for approval showing
sizo, materials, colors and location. Such antennas and signs must conform to all City
requirements, as well as applicable standards, laws or crdinances of governmental agencies
having jurisdiction over the Premises. All exterior lighting on the Premises must elso conform to
gll City requirements, as well as all applicable standards, laws or ordinances of governmental
agencies having jurisdiction over the Prermises. Any such antenna, sign or lighting installed
without the. prior written consent of City shall be subject to removal withott notice at aay tine,
at Lessee’s expense; Lessec agrees to reimburse City for all costs and fees, including attorney
fees, incurred by City involved with said removal.

12.6 Liens. Lessee shall at all times save City free and harraless and indemnify City

. against all claims for labor or materials in connection with operations, construction,
improvements, alterations, repairs or replacements on or to the Premises and the costs of
defending against such claims, including reasonable ettommey’s fees.

If improvements, construction, atterations, repairs or replacements are mede to the
Premises by Lessee of by any party other than City, and e lien or notice of lien is filed, Lessee
shall within five (5) days of such filing either:

(a) take all actions necessary to tecord a valid release of lien, or

(b) file with City a bond, cash, or other security acceptable to City
sufficient to pay in full all claims of all persons, seeking relief under the liso.

12.7 ‘Taxes Lessee aprecs to pay, before delinquency, all taxes, assessments, and fees
assessed or levied upon Lessee or the Premises, including the land, any buildings, structures,
machines, equipment, appliances or other improvements or property of any nature whalsoever
erected, installed or maintained by Lessee or levied by reason of the business or other Lessee
activities related to the Premises, including any licenses or permits. Lessee recognizes and
agrees that this Lease may create a possessory interesi subject to property taxation, and that
Lessee may be subject to the payment of taxes levied on such intetest, and that Lessee saall pay

ull such possessory interest taxes, Lessee further agrees that payment for such taxes, fees and

assessments will not reduce any rent due City.

128 Unavoideble Delay. If the performance of any uct requi;ed of C.if-j-( or Lessec is

prevented or delayed by reason of strikes, lockouts, ot labor disputes; acts of God such as fires,
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floods and epidemics; freight embatgoes; or other causes beyoud the reasonable control of the
Party required to perform an act, said Party shall be excused from performing that act for the
period equal o the period of the prevention or delay. Provided, however, this provision shall not
apply to obligations to pay Rent as required pursuant to this Lease. In the event Lesses or City
claims the existence of such a delay, the Party claiming the delay shail notify the other Party in
writing of such fact within ten (10) days efter the beginning of any such claimed delay and
provide docurnentation sufficient to suppott said claim.

12.9 Construction Bond. If Lessee construcls improvements on the Premises, City
may at any time require Lessee to deposit with City a faithful performance bond in the amoun of -
one hundred percent (100%) of the estimated cost of the work to be performed. The bond may
be in cash or may be a corporate surety bond or other security satisfactory to City. The bond
shall insure that the work commenced by Lessee will be completed in accordance with the plans
approved by City or, at the option of City that the uncompleted work will be removed and the
Premises restored to a condition satisfactory to City. The bond or cash shall be held in trust by -
City for the purpose specified above, or at City's option may be placed in an escrow approved by

City.

12.10 Nondiscrimination. This Lease is made and accepted upon and subject to the
covenaat and conditlon, which shall run with the land, that Lessee or any person claiming under
or through Lessee shall not discriminate in any maaner against any person or persons on account
of race, color, religion, gender, gender expression, gender identity, gexual orientation, medical
status, national origin, age, marital status, or physical disability in the use of the Premises,
including but not limited to the providing of goods, services, facilities, privileges, advantages,
-and accommodations, and the obtaining and holding of employment.

1211 Accessibility Assessment. In accordance with California Civil Code section
1938, City heteby states that the Premises has not been inspected by a Certified Access Specialist

(CASp). :

12.12 Compliance with City's Equal Opportunity Contracting Prograni.

12.12,1 Equal Opportunity Coniracting. Lessee shall submit to City statistical
information as requested in the City of San Diego Contract Activity Report indicating the
amount of subcontracting provided by firms during the period covered by the teport.
Ths information should be accompanied by an invoice from each sub
consultant/subcontractor/ vendor/ service provider listed in the report. . ‘

12.12.2 Equal Employment Opportunity. Lessee will comply with Title VII of
the Civil Rights Act of 1964, as amended; Bxecutive Orders 11246, 11375, and 1208€;
the California Fair Employment Practices Act; and any other applicable federal and stats
laws and regulations hereafier enacted. Lessee will not discriminate against any
employee or applicant for employment based on race, religion, color, ancestry, age,
gender, gender expression, geader identity, sexual orientation, disability, medical
condition, or place of birth.

Upon request by the City, Lessee will submit & current Work Force Report
and, if required, an Equal Bmployment Opportunity Blan. which sets fosth the actions the
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Lessee will take to achieve the City's goal for the employment of African Americans,
American Indians, Asiens, Filipinos, Latinos, women, and people with digabilities.

Further, Lessec will cause the fdregoing provisions to be inserted in all
subcontracts for any work covered by this Lease so that such provigions will be binding
upon each subcontractor. '

12.12.3 Local Business and Employment. Lessee acknowledges that the City of
San Diego seeks to promote employment and business opportunities for local residents
and firms on all City cootracts. Lessee will, o the extent legally possible, solicit
applications for employment, and bids and proposals for subcontracts, for work
associated with this Lease from local residents and firms as opportunities occur. Lessee
agrees to hire qualified local residents and firms whenever feasible. :

Lessee understands that failure to comply with the above requirements and/or submitting false
information in response to these requircments may result in termination of this Lease and
debarment from participating in, City contracts for a period of not less than one (1) year.

12.13 Partial Invalidity, If any term, covenant, condition, or provision of this Lease is
found invalid, void or unenforceable by a court of competent jurisdiction, the remaining
provisions will remain in full force and effect. '

12.14 Number and Gender, Words of any gender used in this Lease shall include any
other gender, and words in the singular number shall include the plural, when the context

requires.

1215 Captions. All section headings and captions for vatious articles and paragraphs
shall not be held to define, limit, augment or describe the scope, content or intent of any or all
parts of this Lease. The numbers of the paragraphs and pages of this Lease may not be
consecutive. Such lack of vonsecutive numbers is unintentional and shall have no effect on the

enforceability of this Lease.

12.16 City Employee Participation Policy. [t is the policy of City that all City contracts,
agreernents, or leases with consultants, vendons, or Lesses ghall include a condition that the
" contract, agreement or lease may, at the sole option of City, be unilaterally and immediately
terminated by City if the contractor or Lessee employs an individual who, within the twelve
months immediately preceding such employment, did in his/her capacity as a City officer or
employee participate in negotiations with or otherwise have an influence on the recommendation
made to the City Council in connection with the selection of the contractor or Lessee. It is not
the intent of this policy that these provisions apply to members of the City Council.

1217 Dmmg-free Workplace. Lessee shall be required to abide by the omnibus drug
legislation passed by Congress on November 18, 1988, by adopting and enforcing a policy to
maintain ¢ drug-free workplace by doing all of the following:

~12.17.1 Publish a statement notifying employees that the unlawful manufacture,
distribution, dispensation, possession or use of confrolled substances are prohibited on

. o mar T .
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the Premises and specifying the actions that will be taken against employees for
violations of the prohibition. ’

12.17.2 Esteblishing a drug-free awarsness program to inform employees about
all of the following: '

(a)  The dangets of drug abuse in the workplace.
(b) The Lessee’s policy of maintaining a drug-free workplace.

() Any available drug counseling rehabilitation and employees
assistance programs; and

()  The penalties that may be imposed upon employces’ for drug
abuse.

12.17.3 Lessee shall include in each contract related to this Lease langnage
obligating each sub-licensee, contractor or sublessee to comply with the provisions of this
section to maintain o drug-free workplace. Lessee end cach of its sub-licensees,
contractors and sublessees shall be individually responsible for their own drug-free

workplace programs.

12.18 Americans With Disabilities Act. Notwithstanding any other provision of this
Lease to the contrary, Lessee shall be responsible for payment of all costs of complying with the
requirements of the Americans with Disgbilities Act of 1990 (“ADA") (42 USCS §§ 12101-
12213), Title 24 of the. California Code of Regulations (“Title 24") and California Civil Code §
54.1 as they may apply to the Premises. Lessee's obligations hereunder shall include, without
lirnitation, all costs of bringing the Pretnises into compliance, and thereafler maintaining such
compliance, with the requirements of Title IIT of the ADA (“Title II'") (42 USCS §§ 12181 -
12189) applicable during the Term to public accommodations and commerocial facilitics,
irrespective of whether or vot the particular requitements of such compliance (1) are specifically
required by Lessee’s intended uss of the Premises, or (ii) may also be required of County under
Title Il of the ADA (*Title II") (42 uses§§ 12131- 12165).

: 12,19 Disabled Access Compliance. Lessee shall, at its sole cost and expense and s

applicable to the Premises and Lessee’s possession, use and occupancy thereof, comply with the
California Government Code, Scctions 11135-11139.5, the Federal Rehabilitation Act of 1973,
Section 504, Title V; the Ameticans with Disabilities Act of 1990 (ADA); and all other
applicable laws, rules, regulations and directives of competent govermmnental authorities
protecting’ the rights of people with disabilities. Lessee’s compliance shall include but not
necegaarily be limited to the following: :

(a) Lessee shall not discriminate against qualified persons with
disabiliies in eny aspects of cmployment, including recruitment, hiring,
promotions, conditions and privileges of employment, training, corapensation,
benefits, discipling, layoffs, and termination of employment.
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(b) No qualified individual with & disability may be excluded on the
basis of disability frow perticipation in, or be denied the benefits of, serviees,
programs, or activities of Lessee.

(¢) - Lessee shall post a statement addressing the requirements of the
ADA in a prominent place at the work site. :

(d) Where required by law, Lesses shall comply with City’s disabled
access requirements by bringing up to code and making accessible any areas of
the Premises which deny access to disabled persons. All such improvements and
alterations shall be at the sole cost of Lessee. :

(6) Lessee shall include language in each sublease agreement which
indicates the sublessee's agreement to abide by the foregoing provisions. Lessee
and §ublessee shall be individually responsible for their own ADA employment
Programs. -

Lessee agrees to indernify and hold City harmless from any and all claims and judgments made
against City, and for all costs and damages, including reasonable aitorney fees end costs,
incurred by City bas a result of Lessee failing to comply with all the requirements of this Section.
Lessee further understands that failure to comply with the above requirements and/or submitting
false information in response to these requirements shall constitute & default under this Lease.

12.20 Standard of Employees. Lessee and its employeos shall at all times conduct
themselves and the opcrations on the Premises in & commercially reasonable maoner.

12.21 Relocation Payments. Lessee understands &nd agrees that it shall not be entitled
to any relocation payment from City whatsoever upon termination of this Lease.

12.22 Supersedure. It is mutually agreed that as of the Commencement Date this Lease
supersedes any previous lease(s) that City .and Lessee were Parties to for the lease of the
Premises, and that said former lease shall be of no effect between the Purties except as to any
Rents and other monies that may have accrued and are still owing and as to all other rights,
obligations remedies, etc., which were intended to survive the expiration or earlier termination of
that lease (including, but not limited to, indemaifications, insurance coverage). ’

12.23- Water Quality -Best Management Practices. City and Lessee are committed to
the implementation of controls (“best management practices” or “BMPs™) to manage activities
on the Premises in 8 manner which aids in the protection of the City’s precious water resources.
It is the Lessee's responsibility to identify and implement an effective combination of BMPs so
as not to cause poltutant discharges to the storm drain system in violation of San Disgo Storm
Water Mariagement and Discharge Control Ordinance (San Diego Municipal Code sections
43.0301 10 43.0312).

Therefore, Lessee shall, at & minimum, implement and comply, as applicable,
with the Minimum Industrial and Commercial BMPs adopted under the San Diego Municipal
Code section 43.0307(a). . S ‘ -
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It is ultimately Lessee's responsibility to prevent pollutant dischacges to the storm
drein system. Thetefore, the Lessee will identify end implement any sdditional BMPs that may
be required to avoid the discharge of pollutants to the storm drain system.

12.24 Reporting Requirementy. Lesses agrees to provide to the City’s Water
Department reports about all activities conducted on the Premises. These reports will detail the
usage of water, and all agricultural practices inchiding but not limited to use of pesticides,
herbicides, fertilizers, and soil amendments. The required reports are specified in the RMP.
Failure to provide the information requested under this section shall constitute & default under the
terms of this Lease.

12,25 Hold Harmless, Flood Damage and Other Acts of God. Lessco understands and
agrees that the Premises is subject to flood damage and that other damages may resuit to the
Premises from other circumstances, including weather conditions and such causes as fire and
earthquakes and Lessee assumes all risk therefor. Lessce agrees that all damages resulting from
flooding and other weather-related causes, whether directly or indirectly resulting thetcirom,
shall not result in any Lability on the part of City, and Lessee specifically agrees to assume the
dofense of, indemnify, and hold City harmless from all such damages incurred by Lessee oz

anyone claiming through Lessee therefor. Lessee further specifically agrecs that City shall have

no obligation whatsoever to construct or maintain channels, or to construct, maintain, or operate
reservoirs, or release water from reservoirs in such a way as to control, alleviate, or minimize
potential damages 1o the Premises. Upon receiving prior written approval by City, Lessce shall
be allowed fo minimize potential flood damage through improved drainage and other flood
control improvements installed and/or constructed on the Premises.

Were it not for Lessee’s agreement to the requirements of this Section, City would
not enter into this Lease.

1226 Safety Management Systems Compliance.  Although the use of Safety
Management Systems (SMS) are not required by the FAA as of the commencement of this

Lease, it i3 anticipated that during the Term that the FAA will mandate SMS compliance for
general aviation airports, which would include the Airport. Because the use of SMS at airports
can contribute to helping airports detect and correct safety problems before they result in aircraft
accidents or incidents, and can contribute to efforts-to adopt new measures therefor, Lessee
agrees that Lessee will timely comply with, and respond to: (1) City’s requirement that Lessee
conduct regular (and other as-needed) SMS-related inspections of the Premises and that Lessee
will compile and report said information in a form acceptable to the FAA and City; (2) all City
requests for SMS-related data; (3) the City’s right to conduct SMS-related inspections of the
Premises; (4) all other SMS-related requests made by City in its effort to implement a system-
wide SMS and maintain an SMS Manual for the City’s airport system or a part thereof; and (5)
all PAA-mandated information, data, etc.. Information that may need to be compiled includes
hazard reporting and tracking, data collection, safety risk assessment processes, and gap

analyses. All SMS-related information, reports und documents provided by Lessee shall be .

verified by Lessee to be accurate and shall be ptovided without cost to City.
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SECTION 13, FAA REQUIREMENTS

‘Whether or not it is specifically stated within each of the following sections, Lessee shall
be responsible for ensuring that Lessee, its officers, employees, contractors, agents, sublessees,
and all others operating tbrough Lessee, shall conform to the following covenants end
reservations of rights.

13.1 Lessee’s Use and Construction to Confo Federal Aviation lations.
Lessce agrees to conform to all applicable Federal Aviation Regulations in any operation or
construction on thc Premises and the Airport. Lessee agrees to comply with the notification and
teview requirements covered in Part 77 of the Federal Aviation Regulations (which may be
amended or teplaced by other regulations from time to time) before comstructing any
improvements or modifying or altering any structure on the Premises and the Airport.

13.2 Lessee’s Noninterference with Aircraft. Lessee and Lessee’s successers and
assigns agree not to in any manner interfere with any aircraft landing or taking off from the
Airport or otherwise create a hazard. [f this covenant is breached in any way, City reserves the
right to abate or eliminate the interference at the expense of Lessee and Lessee agrees to
reimburse City for all costs and fees, including attomey’s fees, incurred by City involved with
said ebatement or climination.

13.3  Agreement Subordinate to City/United States Agreements. This Lease shall be
subordinate to the terms of any existing or future agreements and/or deeds between City and the
United States, and to all legal requirements of the Ugited States relative to the development,
operation or maintenance of the Airport, and City shall not be liable for any claims, losses, or
damages, of any type, that Lesses, or anyone claiming through Lessee, may incur or suffer as a
result of any such subordination.

13.4 Height Limitation. The Lessee and the Lessee’s successors and assigns agree not
to erect or permit any structure unless it complies with all height limitations and other
requiremnents of the FAA and the apphcable A1rport Land Use Compatibility Plen (elso krown as
the “ALUCP”). If this covenant is breached in any way, City reserves the right to remove the
structure or object at the expense of the Lessee, and Lessee agrees to reimburse City for all costs
and fees, including attorney’s fees, incurred by City involved with said removal.

13.5 War oc National Emergency. In the event of war or national emergency, this
Lease and all of its provisions shall be subject to any Uhited States Government right, oxisting
now or in the future, affecting the control, operation, regulation, take over, or exclusive or
nonexclusive use ofthe Airport. During any war ot uational emergency, City shall have the right
to lease, ot allow the use of, any part of the Airport, including its landing areas, to the United
States Government. [n this event, any provisions of this Lease which are inconsistent with the
provisions of the lease to the Government shall be suspended. City shall not be liable for any
claims, losses, or damages, of any type, that Lessee, or anyone claiming through Lessee, may
incur or suffer as a vesult of this action. However, nothing in this Lease shall prevent the Lessee
from pursuing any rights it may have for reimbursernent from the United States Government.

| 13.6 Airport Development. City reserves the right to further develop, chang,e or.
improve the Airport, including its routes and landing areas, as City sees fit, without the Lesses's
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interference or hindrance and regardless of Lessee’s views and desires. City shall have the right
to perform any and all such actions referred to in this Section 14.22 - including the right to shut
down parts or all of the Airport — at no liability to City, regardless of any damages or losses
Lessee, ot anyone claiming through Lessee, may suffer from said actions.

13.7 Nonexclusive Right. The Lessee understands and egrees that nothing in this
Lease shal! be construed to grant or authorize an exclusive right within the meaning of Section
308 of the Federal Aviation Act of 1958 (Title 49, Section 1349 of the United States Code).

138 Landing Arca Maintenance. City reserves the right, but not the obligation, fo
maintain and repair the Airport landing areas and all other public facilities. City also has the
right to direct and control a!l of Lessee’s activities affecting the maintenance and repeir of the
Airport landing areas and all other public facilities.

13.9 FAA Nondiscriminatipn Covenant, Lessee, on behalf of itself and its
representatives, successors, sublessees and assigns, as part of the consideration for this Lease,
agrees to the following covenants (“Nondiscrimination Covenants”):

13.9.1 No person shall be denied benefits, participation or subjected 1o
discrimination in the use of facilities on the Premises based on race, color, sex or pational

origin.

13.9.2 No person shall be denied benetits, excluded from participation in or
subject to discrimination in the construction of any improvements or the furnishing of
any services on the Premises, based on race, color, sex or national origin.

1393 Lessee shall conduct all activities contemplated by this Lease in
compliance with all other requirements imposed by ot putsuant to Title 49, Code of
Federal Regulations (CFR), Department of Transportation, Subtitle A, Office of the
Secretary, Part 21, “Nondiscrimination in Federally Assisted Programs of the Department
of Trangportation Effectuation of Title VI of the Civil Rights Act of 1964,” as now exists
ormay be amended in the future. .

In the event of the breach of any of the above FAA Nondiscrimination Covenants, City ghall
have the right to terminate this Leasc and to reenter and repossess said Premiscs aod facilities
thereon, and hold the same as if said Lease had never been made or issued. Notwithstanding the
foregoing, the City’s rights to reenter and repossess do not become effective until the procedures
of 49 CFR Part 21 are followed and completed including expitation of appeal rights.

13.10 Bqual Opportunity. Lessew and its successors and assigns agree to undertake an
equal opportunity program as required by Title 14, Code of Federal Regulations, Pert 152,
Subpart E, to insure that no person shall be excluded from any employment program or
opportunity, nor be denied any service described, based on race, creed, color, national origin or
sex. : :

13.11 City to Mitigate Impacts of Subordination. If subordination agreements between
City and United States of America result in Lessee’s inability to cooduct activities contemplated
by this Lease on the Pretnises or if Lessee’s activities are materially affected during a period of
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subordination: (1) City agrees to make a reasonable time extension or adjustment, if determined
to be appropriate by City in its sole discretion; or (2} upon written request from the Lessee, City
will terminate this Lease. Lessec agrees that the only remedy available from City for any

" damages claimed during this subordination period will be limited to the remedies set forth in this

Section.

13.12 Employee Conduet. Lessee shall be responsible for the conduct of all employees,
contractors, agents, invitees, and guests 6n the Premises and Airport if any such employee,
contractor, agent, invitee or guest is on the Premises or other Airport property during any period
of employment, or in connection with the constzuction and development of any improvements, or
otherwise on the Premises or other Airport property in connection with Lessee’s operation and
management of the Premises.

13.13 Minority Business Policy. Lessee agrees that it and its contractors will ensure that
minority business enterprises have the maximum opportunity to compete for and perform
contracts and subcontracts. Lessee and Lessee’s contractors agree not to discriminate on the
basis of race, color, national origin or sex in the award and performance of any Federal
Department of Transportation-assisted contracts.

13.14 Right of Flight. There is hereby reserved to City, its successors and assigns, for
the usc and benefit of the public, a right of flight for the passage of aircrafl in the airspace above
the surface of the Premises herein leased. This public right of flight shall inctude the right to
cause in said airspace any noise inherent in the operation of any aircraft used for navigation or
flight thraugh the said airspace or land at, taking off from or operalion on the Airport.

13.15- No hiterference with Aircraft. Lessee, by entering into this Lease, agrees for
itself, its successors and assigns that it will not make ‘use of the Premises in any manner which

might interfere with the ianding and taking off of aircraft from the Airport or otherwise
constitute a hazard. In the event the aforesaid covenant is breached, City reserves the right to
enter upon the Premises and cause the abatement of such interfersnce and/or hazard at the
expense of Lessee and Lessee agrees to reunburse City for all costs and fees, including attorucy’s
fees, incurred by City involved with said abatement.

13.16 Provisions to be Included in All Pertinent Documents, Lessee agrees that it shall
insert all of the FAA Requirements provisions set forth in this Section 10 in all subleases,

contracts or agreements by which Lessee grants a right or privilege to any person, firm or
corporation to render accommodations and/or services to the public on the Premises.

This Lease contains the entite understanding of the Partics. Lessee, by signing this
Lease, agrees that there is no other written or orel understanding between the Parties with respect
to the leasing of the Premises other than as set forth in this Lease. Bach Party has relied on its
own examination of the Premises, advice from its own attomeys, and the warranties (if any),

-representations (if any), and covenants set forth in this Lease. The failure or refusal of any Party .

to read the Lease, inspect the Premises, and obtain legal or other advice relevant to this
trensaction constitutes a waiver of any objection, contention, or claim that might have been based
on these actions. No modification, amendment, or_alteration of this Lease will be valid unless it
is in writing and signed by dll Parties. ’
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IN WITNESS WHEREOF, this Lease is executed by City, acting by and through its
Mayor or his designee, and by Lessee, acting by and through its lawfully authorized officer(s).

THE CITY OF SAN DIEGO, a California
municipal co tion

Date: (7/ayt//l( By:
Name: _(C¢#lL4 TP~
Title: _()[{LALFA ; AP EuArs Asseys

CROWNAIR HOLDINGS, INC., a California

c%
Date:_ 04 \V- \E By:

Name: “Dy1-8 5. Pew
Title: SRQ/ Pagident

ENVIRONMENTAL ANALYSIS SECTION ENVIRONMENTAL CLEARANCE:

This activity is:
Hoto- vaunt Guideline | S0k
tr biw a diteck

-

@ FOR
Date:

L

t
Approved as to form this le i
day of _\ oo\ _ . 2016,

JAN [ GOLDSMITH, City Attorney
, 1\ \ \ ‘

By \&N%e Y WG N e

Name:\Wihe €. Wowdc2el <

Title: \‘JJ\)AQ; I RN

)

EXHIBITS

Exhibit *A" - Premises

Exhibit *A-1" « Legal Description

Exhibit *B" - General Development Plan

Exhibit *B-1" - Master Leaschold Map

Exhibit *B-2" - New Airport Operations Garage Plan and Specitications

Exhibit *C" - Prevailing Wage Requirements
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EXHIBIT “A-1"
CROWNAIR HOLDINGS, INC “PREMISES” ~ MONTGOMERY-GIBBS EXECUTIVE AIRPORT

APN: 760-222-00

That portion of Lease Lots 4, SA, and 9 of Montgomery-Gibbs Executive Airport in the City of San
Disgo, County of San Diego, State of California, according to City of San Diego Drawing thereof No.
13246-2-D as approved by the Federal Aviation Administration (FAA) and filed with the San Diego
City Clerk on December 22, 1978 as Document No. 765235, being more particularly described as
follows:

Beginning atthe southeast comer of said Léase Lot 5-A of said Montgomery-Gibbs Executive Airport,
said corner also being on the west line of John J. Montgomery Drive as shown on said Drawing No.
13246-2-D; Thence leaving the said west line of John J. Montgomery Drive dnd coalinuing along the
south line of said Lease Lot 5-A South 89°25°51" West 810.73 feet; Thence leaving the south line of
said Lease Lot 5-A North 00°36'46” West 231,66 feet; Thence North 24°30'19” West 805.77 feet to a
paint on the northerly line of said Lease Lot 9; Thence along the said riortherly line of Lease Lot 9
Notth 65°29'41" East 369.94 feet; Thence South 64°30°19” East 362.62 feet to the northwesterly
comer of Lease Lot 4; Thence continuing along the northerly line of said Lease Lot 4 South 64°30°19”
East 273.00 feet; Thence ledving the said northerly line of Lease Lot-4 South 25°29°41" West 270.87
feet; Thence South 89°23'42" West 121.45 feet, Thence South 00°36°18” East 65.00 feet; Thence
South 89°23°42” West 34.33 feet; Thence South 00°36’18” East 149.92 feet to a point on the north line
of the Administration Access Road as shown on said Drawing No. 13246-2-D; Thence along said north
line of the Administration Access Road South 89°23'42" West 190,19 feet; Thence South 00°36"18”
East 50.00 feet to a point on the south line of the said Administration Access Road, said point also
being a point on the north line of said Leuse Lot 5-A; Thence along the said south line of the
Administration Access Road Notth 8§9°23'42"” East 693.23 feet to the northeast corner of said Leas¢ Lot
5-A, said point also being on the said west line of John J. Moatgomery Drive; Thenge along the said
west line of Johrn J. Montgomery Drive South 00°37°17" East 330.92 fect to the Point of Beginning,

Above described parcel of land contains approximately 16,00 Acres

o
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Richard T. McCormick LS 7450 Date I g
Senior Land Surveyor, Field Engingenng l:\* . * |
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EXHIBIT “A-1"
CROWNAIR HOLDINGS, INC - MONTGOMERY-GIBBS EXECUTIVE AIRPORT
OPTION AREA 1

APN; 760-222-00

That portion of Lease Lots 4, S5A, and 9 of Montgomery-Gibbs Executive Airport in the Cily of
San Diego, County of San Diego, State of California, according to City of San Diego Drawing
thereof No. 13246-2-D as apptoved by the Federal Aviation Administration (FAA) and filed with
the San Diego City Clerk on December 22, 1978 as Document No. 765235, being more
particularly described as follows:

Commenging at the southeast comer of Lease Lot 5-A as shown on said Drawing No, 13246-2-
D, sdid corner also being ou the west line of John J, Montgomery Drive as shovn on said
Drawing No. 13246-2-D, Thence leaving the said west line of John J. Montgomery Drive and
along the south line of said Lease Lot 5-A South 89°25°51™ West 810.73 feet; Thénce leaving the
said south lne of Lease Lot 5-A North 00°36'46" West 231.66 feet; Thence North 24°30°1%”
West 805,77 feet to a point on the northerly line of Lease Lot 9 as shown on said Drawing No.
[3246-2-D; Thence along the said northetly line of Lease Lot 9 North 65°29°41” East 369.94
feet; Thence South 64°30'19™ East 277.14 feet to the Point of Beginning; Thence leaving the
said northerly line of Lease Lot 9 North 25°29°41* East 184.51 fect; Thence South 64°31 ezl
East 358.48 feet; Thence South 25°29'41" West 184,62 feet to a point on the north line of Lease
Lot 4 ds shown on said Drawing No, 13246-2-D; Thehce along the said north line of Lease Lot 4
North 64°30' 19" West 358.48 feet to the Point of Beginning.

Reserving the northerly 20.00 feet of dbove described Leasé Area for a Future Airport Road.
Above described parcel of land contains approximately 1.52 Acres

J 3R
e M \h"«-
o oo

T AN T
- . - : i "-/-': ' . C, \\

7 ; : -~ : : oo T
Y 2, % 4 < )
Clo D) s [ dovd 20t A
(. P
Richard T. McCormick L.S 7450 Date Voo
Senjor Land Surveyor, Field Engineering ENE v

My Registration Expires 12-31-2016 N \“

o 2 Y

File: OptionAreal.doc
1021003181-November 2015

Page 1 of 1




EXHIBIT "A-1"
CROWNAIR HOLDINGS, INC - MONTGOMERY-GIBBS EXECUTIVE AIRPORT
OPTION AREA 2

APN: 760-222-00

That portion of Lease Lots 4, 5A, and 9 of Montgomery-Gibbs Executive Airport in the City of
San Diego, County of San Diego, State of California, according to City of San Diego Drawing
thereof No. 13246-2-D as approved by the Federal Aviation Administration (FAA) and filed with
the San Diego City Clerk on December 22, 1978 as Document No. 765235, being more
particularly described as follows:

Commencing at the southeast corriet of Lease Lot 5-A as showti on said Drawing No, 13246-2-
D, said corner also being on the west line of John J. Montgomery Drive as shown on said
Drawing No. 13246-2-D, Thence leaving the said west line of John J. Montgomery Drive and
along the south line of said Lease Lot 5-A South 89°25'51" West 810.73 feet, Thence leaving the
sauth line of said Lease Lot 5-A North 00°36°46"” West 231.66 feet; Thence North 24°30°19”
West 805,77 feet to a point on the northerly line of Lease Lot 9 as shown on said Drawing No.
13246-2-D, said poinit being the Point of Beginning; Thence leaving the said nottherly line of
Lease Lot 9 North 24°30°19" West [09.48 fect; Thence North 65°29713" East 518.77 feet;
Thence South §4°31'23" East 265.40 feet; Thence South 25°29°41” West 184.51 feet to u point
on the said northerly line of Lease Lot 9; Thence along the said northerly line of Lease Lot 9
North 64°30°19™ West 277,14 feet, Thence South 65°29'41" West 369.94 feet to the Point of
Beginning.

Reserving the northerly 20.00 feet of above described Lease Area for a Future Airport Road.

Abové described parcel of land contains ap_pfbximately' 2.27 Acres
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OTY OF SAN DIEGO AND CROWNAIR HOLDINGS, INC.
MONTGOMERY-GIBBS EKECUTIVE ARPORT

FLAT RATE LEASE
Exhikit8
General Development Plan
Phase 1: To be completed no later than June 1, 2018 Commencement Date Estimated Minimum
Caplta) Spend
1A: Place tempaoraty FBO building June 1, 2016
1B: Deslgn and submit plans for New Alrport Operations Garage June 1, 2016
18: Construct new Alrport Operatlons Garage December 1, 2016 § 173,854
»  Metal storage building construction .
1C: Demolitlon of Existing Bulldings January 1, 2017
Ingluding exlsting operatlons garege )
Phase 2; To be compieted no later than june 1, 2019
2A:  Deslgn and submil plans for FEO and metal hangar December 1, 2017
2A; Deslgn and submit Landscaping Plans December 1, 2017
2A; Sitewark to begln January 1, 2018 .
2A: Construct FBO with adJacent offices February 1, 2018 §1,337,418
*  Approximately 15,000 sq ft, 2 stary FBO and )
offices
« (Class B office construction
28: Construct Metal Hangar * February 1, 2018 $ 334,354
e Approximately 7,000 sq ft (100" x 70') :
o Consistent with Marshall & Swift
Class S storage (328) hangar with an Average
to Good Type classification
2C: Concluston of Site work May 1, 2019 S 422,624
«  Parking Lot Construction '
= New velicle gate for existing lease area
s Ralocate Existing Gate 7 to end of drive area
» landscaping along parking Iot, FBO bullding and
John J. Mantgomery Drive,
Phase 3: To ba completed by June 1, 2041
A Deslgn and submit plans for Hangar / Office Jungz 1, 2039
3A: Construct Hangar / Office building to Indude: June 1, 2040 61,515,740
s Approximately 9,000 sq it of 2 story Class B offices '
e Approximately 13,000 sqg f; Metai Hangar {130’ x 100°)
Conslstent with Marshall & Swift
s Class S maintenance {329) hangar with an Average
to Good Type dlassificatlon
Total: $3,784,000
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LEGEND

LINE OF LEASEHOLD
LINE OF OPTIONAL LEASE AREAS

PROPOSED LEASE AREAS:
(v) LEASEHOLD 696,432 SF SF (16 Acres)

OPTIONAREA1 66,162 SF (1.52 Acres)
OPTIONAREA 2 98702 SF (2.27 Acres)

PHASE 1 - To be completed no later than June 1, 2018

- Construct new Airport Operations Garage Metal storage building construction
60" x 60" {3,600 SF)

PHASE 2 - To be completed no later than June 1, 2019

2A  Complete FBO w/ Adjacent Offices
15,000 SF, 2-Story FBO and offices
Class B Office Construction

- 2B 7,000 SF Metal Hangar (100" x 70")
Consistent w/ Marshall & Swift
Class S Storage (328) Hangar w/ an Average to Good classification

2C  Sitework to include:
Parking Lot Construction
New Vehicle Gate for existing lease area
Relocate Existing Gate 7 to end of drive area
Landsecaping along parking lot and FBO Building.

PHASE 3 - To be completed by June 1, 2041
for 5-Year extension option.

3A  Construct Hangar / Office Building to include:
9,000 SF 2-Story Class B Offices
13,000 SF Metal Hangar (130" x 100)
Consistent with Marshall & Swiit
Class S Maintenance (329) Hangar with an Average to Good classification

OPTION AREA 1 - 66,162 SF (1.52 Acres)

OPTION AREA 2 - 98,702 SF (2.27 Acres)

—
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EXHIEI7T™ B-2
EMPIRE STEEL BUILDINGS

§230 Carroll Canyon Rd # 300 San Dlego, CA. 82121 BM
Toll Frée Phone 800-808-3443  Fax 850-362-0457
PURGCHASE ORDER Invoice Nao. 41116
Q ADDR DELIVERY ADDRESS

BUYER Ray Richmond SHIP TO: BUILDING CONSULTANT - BILLY MARKS
COMPANY ATTENTION Ray Richmond
ADDRESS TBD ADDRESS T8D .
CITY, STATE, ZIP San Disgo CA 92123 CITY, STATE, ZIP San Dlega CA 92123
PHONE §58-277-1453 COUNTY San Disgyo
EMAIL rayr@crownairaviation.com APPROXIMATE DELIVERY TBD
YR wef Wolere o0 : <. t.7n, BUILDIMG SPECIFICATIONS S » 7 1w 0 - Dok
WIDTH 80 LENGTH 80 HEIGHT 14
ROOF SNOW § PSF LIVE LOAD 20 PSF WIND LOAD 410 MPH
CODE ¢BC 2013 COLLATERAL LOAD 1 ' EXPOSURE C
SEISMIC §5106.515140.18 ROOF SLOPE 1112 FRAME TYPE  Gable Symmetrical
SIDE BAY SPACING 3@20 ROOF PANEL 26GA Qalvalume WALL PANEL  26G PBR 200 Color
END BAY SPACING  3(@20 ) TRIM COLOR  Sig 200 Color

ACCESSORIES . - - - QUANTITY- sl DESCRIPTION
BUILDING INCL §0x60x14 Rad Iron "I Beam Construction - 3690 Sq Ft Clear Span

COORS 3 3070 Steel Walk Door v/ Heavy Duty Morlise Security Lockset « Insulated Wind Rated
0DQORS 3 14x12 DBCI Modsl 6000 Haavy Duty Commercial Roll Up Door - Wind Rated
DOORS ‘

VENTS 3 9"x10’ Ridge Vents located atthe Ridge each Bay - Galvalume

FRAMED OPENINGS 2 4030 Framed Opsnings with Full Covar Trim for Windows by Others Sill Helght 7'
FRAMED OPENINGS 3 14x12 Framed Openings with Full Cover Trim located o customer Bpacs
STRUCTURAL INCL Portal Frama noedad Front sldewall to eliminats Rod Bracing for Claarspan

OPEN WALLS

INSULATION

SKYLIGHTS Roof L_f wall

EAVE TRIM INCL Simpla X Guitars & Downspouts

BASE OPTION INCL Formad base [] Base Channel .
OTHER ‘Additional Included: Long Life Fasteners, Full Eave and Sill Closures, Deluxe Base Trim.
OTHER AND 3 sets of Callfornia calculations. Empire standard speclifications apply.

.....

Piease carefully check and verfy (ks purchase order for complateness and sccuracy. Buyer is responslble to verify focal bullding loads, codes, and any
CA Title 24 requirements. The prices, specifications, larms, and cond iffona a3 statad on the face of this contract ara hereby authorl2ing Emplre Steel
Bulkfings, Inc. To do the work specified. Deposit & nan-rofundatis, Batance of paymisnt will ba C.O.D by cashler's chock. Any applicable salas or use fax
raguired by your state wil ba sdded piior to delivery, Price is subject to changa uniil bullding s refessed fo fabricetion by purchaser. Once [abricated. If
buikiing defivery Is dalayod by purchaser, stérage fees will apply and matertal price ¢an change. Purchasér hareby waivas any end &0 claims for
consequential damages adsing out of this contracl. Purchaser, to tho fulles! extent permiitad by Califomia law, agrees lo dafend and Indeminily Empire
Sleel Bulldings for any and all claims or acltons, whalsoaver, arising aul of or retating ta the goods dascribed heraln, excapl for clalme andler actiona
arising out of Emplra Stée! Sullding? sola riegtigence or willul miszonduct, Emplra Steal Bulldiaps' total iabillty an any clalia arising oul of thia cantracl
purchasa prica of the goods dasaribed hersin, Any dispulas batween o among (he parties haroto shall be decidad by arbliration hald In aczordance to Artlele Il Vitle 1X of
the Califgrnia Cods of Civi Procedure, commaoncing wilh sectieri 1260, The prevailng paity shall be sntitled to facoveyr tapsonable atomays’ leas and cosla. This
agreomant shall be govamed undas ihe laws of tha Stats of Callforils and jurlsdiction shall g In San Dlago county, CalFarnia,

WE PROPOSE TO FURNISH MATERIALS COMPLETE IN AGCORDANGE WITH THE ABOVE SPECIFICATIONS FOR THE SUM OF:

Coniract acceptad by purchaser BUILDING $28,034.00
X ROLL UP DQORS INCLUDED
Purchasar {Dala) INSULATION NONE
TOTAL CONTRACT PRICE $26,034.00
Conlract accepled and entared. ENGINEERING DEFPOSIT $6,000.00
X ' - BALANCE AT DELIVERY $22,034.00

Empire Sleel Bulldings. Inc. {Dale} Appllcabla taxes will bo added to C.O D. emounl
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' EXHIBIT C .
PREVAILING WAGE REQUIREMENTS

- By signing this Lease, LESSEE certifies that it is aware of the wage provisions described herein
and shall comply with such provisions before commencing any work on the Premises.

A, PREVAILING WAGES. Pursuant to San Diego Municipal Code seotion 22.3019,
construction, alteration, demolition, repair and maintenance work performed under this Lease is
subject to State prevailing wage laws. For construction work performed under this Lease
cumulatively exceeding $25,000 and for alteration, demolition, repair and maintenance worlc
performed under this Lease cumulatively exceeding $15,000, LESSEE and its subcontraciors
shatl comply with State prevailing wage laws including, but not limited to, the requirements
listed below.

1. Compliance with Prevailing Wage Requirements, Pursuant to sections 1720 through
1851 of the Califomia Labor Code, LESSEE and its contractors and subcontractors shall
ensure that all workers who perform work under this Lease are paid not less than the
prevailing rate of per dicm wages ns determined by the Director of the California
Department of Industrial Relations (DIR). This includes work performed during the
design and preconstruction phases of construction including, but not limited to,
inspection and land surveying work.

1.1. Copies of such prevailing rate of per diem wages are on file st the City of San
Diego (City) and are available for inspection to any interested party on request.
Copies of the prevailing rate of per diem weges also may be found at
httpy/forww.dir,ca,20v/OPRL/DPre WageDetermination him. LESSEE and its
contractors and subcontractors shell post & copy of the prevailing rate of per diem
wages deterrination at each job site and shall make them available to any

interested party upon request.

1.2. The wage rates determined by the DIR refer to expiration dates. If the
published wage rate does not refer to a predetermined wage rate to be paid after
the cxpiration date, then the published rate of wage shall be in effect for the life of !
this Lease. If the published wage raie refers to a predetermined wage tate to
 become effective upon expiration of the published wage rate and the
predetermined wage rate is on file with the DIR, such predetermined wage rate
shall become effective on the date following the expiration date and shall apply to
this Lease in the same manner as if It had been published in said publication. If
the predetermined wage rate refers to one or more additional expiration dates with
additional predetermined wage rates, which expiration dates occur during the life
of this Lease, each successive predetermined wage rate shall apply to this Lease
on the date following the expiration date of the provious wage rate. If the lest of
such predetermined wage rates expites during the life of this Lease, such wage
rate shall apply to the balance of the Lease.
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2. Penalties for Violations. LESSEE and its contractors and subcontractors shall comply
with California Labor Code section 1775 in ths event a wotker is paid less than the
prevailing wage rate for the work or craft in which the worker is employed.

3, Payroll Records. LESSEE and its contractots and subcontractors shall comply with

California Labor Code section 1776, which gencrally requires keeping aceurate payroll
recotds, verifying and certifying payroll records, and making them available for
inspection. LESSEE shall require its contractors and subcontractors to also comply with
section1776. LESSEE and its subcontractors shal! submit weekly certified payroll
tecords online via the City's web-based Labor Compliance Program. LESSEE is
responsible for ensuring its contractors and subcontractors submit certified payroll
records to the City,

3.1 In addition to submitting weekly certified payroll role records to the City, for
contracts entered into on or after April 1, 2015, contractors and their subcontractors shall
also furnish the records specified in Labor Code section 1776 directly to the Labor
Commissioner in the manner required in Labor Code section 1771.4.

4. Apprentices, LESSEE and its subcontractors shall comply with California Labor Code
sections [777.5, 1777.6 and 1777.7 concetning the employment and wages of
apprentices. LESSER shall be held responsible for the compliance of their contractors
and subcontractors with sections 1777.5, 1777.6 and 1777.7.

5. Working Hours. LESSEE and its contractors and subcontractors shall comply with
California Labor Code sections 1810 through 1815, including but not limited to: (1)
restrict working hours on public works contracts to eight hours a day and forty hours a
week, unless all bours worked in exdess of 8 hours per day are compensated at not less
than 1% times the basic rate of pay; and (ii) specify penalties to be imposed on design
professionals and subcontractors of $25 per worker per day for each day the worker
works more than 8 hours per day and 40 hours per week in violation of California Labor
Cade sections1810 through 18135.

6. Required Provisions for Subcontracts. LESSEE shall include at a minimum & copy
of the following provisions in any contract they enter into with a contractor and
subcontractor: California Labor Code sections 1771, 177.1, 1775, 1776, 1777.5, 1810,
1813, 1815, 1860 and 1861. :

7, Labor Code Section 1861 Certificntion. LESSEE in accordance with California
Labor Code section 3700 is required to secure the payment of compensation of its
employees and by signing this Lease, LESSEE certifics that “T am aware of the
provisions of Section 3700 of the California Labor Code which require every employer to
be insured against Liability for workers’ compensation or to undertake self-insurance in
accordance with the provisions of that code, and I will comply with such provisions
before commencing the performance of the work of this Lease.”

8. Labor Compliance Program. The City has its own Labor Compliance Program
authorized in August 2011 by the DIR. The City will withhold contract payments when
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payroll records are delinquent or desmed inadequate by the City or other governmental
entity, or it has been established afier an investigation by the City orother governmental
entity that underpayment(s) have occurred. For questions or asslstance, please contact the
City of San Diego’s Equel Opportunity Contracting Department et 619-23 6-6000.

9. Contractor and Subcontractor Registration Requirements, This project is subject
to compliance monitoring and enforcement by the DIR. As of March 1, 2015, no
contractor or subcontractor may be listed on a bid or proposal for a public works project
unless teglstered with the DIR pursuant to Labor Code section 1725.5. As of April 1,
2015, & contractor or subcontractor shall not be quelified to bid on, be listed. in a bid or
proposal, or enter into any contract for public work, unless currently registered and
quelified to perform public work pursuant to Labor Code section 1725.5. By submitting e

. bid or proposal to the City, LESSEE is certifying that he or she has verified that all

subcontractors used on this public works project ate registered with the DIR in
compliance with Labor Code sections 1771.1 and 1725.5, and LESSEE shall provids
proof of subcontractor registration to the City upon request. '

9.1 A contractor’s inadvertent error in listing a subcontractor who is not registered
pursuant to Labor Code section 1725.5 in a response-10 a solicitation shall not be grounds
for filing a bid protest or grounds for considering the bid non-respousive provided that
any of the following apply: (1) the subcontractor is registered prior to bid opening; (2)
within‘twenty-four hours after the bid opening, the subcontractor is registered and has
paid the penalty registration fee specified in Labor Code section 1725.5; or(3) the
subcontractor is replaced by another registered contractor pursuant to Public Contract
Code section 4107.
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RESOLUTION NUMBER R- 310431
DATE OF FINAL PASSAGE __ MAY 932016

A RESOLUTION OF THE COUNCIL OF THE CITY OF

SAN DIEGO AUTHORIZING THE FLAT-RATE LEASE TO

CROWNAIR HOLDINGS, INC. AT MONTGOMERY-GIBBS
" EXBCUTIVE AIRPORT. -

WHBREAS, in 1996, the City enteted into a twenty-year flat rate lease (1996 Lease) with -
Crowna."u Holdings, Inc., & California corporation, dba Crownair Aviation {whose parent is Ml
Aviation Holdings, LLC) (Crownair) as & full-s_ervica fixed base-operator (FBO). CrownAir has

bean an anchor tenant at Montgomery-Gibbs Executive Airpott gince 1951; and

WI-[ER.EAS-, Crownair exercised its option for a ten-year extension pfthe 1996 Lease,
but the parties were unable to mutually agree on the tetms and conditions for such tea-year '
extension; and

WHEBREAS, the 1996 Lease expires on May 31, 2016; and

WHEREAS, Créwna.i-:re.qucsted & new lease to provide for the development of & new
facility within the existing FBOQ; und

WHEREAS, as compensation for the City’s deferral of the exercise of its reversionary
interest in all the imptovéments existing on the premises as of May 31,2016, Crownair shall pay
City the amount of $624,441; and

WHEREAS, a3 appraised by an independent fee appraiser, the market value of the real
estato is $6,762,155; NOW, THEREFORE,

BE IT RESOLVED, by the City Council of the City of San Diego, that the Mayor, or his

designes, is suthorized and directed to execute that certain City of San Dicgo Flat Rate Lease
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(R-2016-629)

(Lease) with Crownair Holdings, Inc., a Celifornia corporation, dba CrownAir Aviation (whose
parent is MI Aviation Holdings, LLC), on file in the Office of the City Clerk as Document
No. RR- 3104 31 , for certain real property at Montgomery-Gibbs Executive Adrport,

under thé terms and conditions sot-forth in the Lease. '

BE IT FURTHER RRSOLVED, the Chief Financiel Officer is anthorized to deposit rent
revenus, including the amount of $624,441 for the deforral of the City's exercise of its

reversionary interest in the improvements, into Fund 700033.

_APPROVED: JANL GOLDSMITH, City Attorney

By

. HRM:meb:

May 2, 2016
Or,.Dept:READ
Doc. No.; 1277837

I certify that the foregoing Resolution was passed by the Council of the City of San Diego, ot this
meeting of MAY- 19 2016

BLIZABETH S. MALAND
City Clerk

By U}‘% /m.m&)

~ Deputy gty Cle

Apéroved: 5/3-0/!6 7 Mf//

(date) KEVIN L. FAULCONER, Mayor

Vetoed:

{date) KEVIN L. FAULCONER, Mayor

.PAGE20F2-




Passed by the Council of The City of Sen Diegoon ___ MAY 19 2016 ., by the following vote:

Councilmembsrs Ycas Nays Not Present Recu_sed
Sherrd Lightner 7l 0 0 0
Lotle Zapf i 0 0 0
Todd Giotla ri 0 0 0
Myxtle Cole i} 0 0 0
Mark Kemsey i d g O
Chris Cte 7 O 0 0
Scott Sheyman 7 0] 0 0-
David Alvarez Juf 0 | 0
Mauti Bmereid O 0 7 O

Date of final passage MA¥ % 8 2016 .

(Pleage note: When & resolution is approved by the Mayer, the date of flnal pagsage is the date the
apuroved resolation was refurned to the Office of the City Clerk)

o ' KEVIN L. FAULCONER
AUTHENTICATED BY: _ Mayar of The City of San Diego, Califoraia.

_— ELIZABETHS. MALAND ___-
(Seal) . ~ City Clerk of The City of San Diego, Califomia.

By &A% ém%__«, Deputy

W
Office of the ley Clerk, San Dlego, California

310431

- oo ‘ I Resolution Numbet R-__ | .

- ey oy a




Passed by the Council of The City of San Diego on May 17, 2016, by the following vote:

YEAS: LIGHTNER, ZAPF, GLORIA, COLE, KERSEY, CATE,
SHERMAN, ALVAREZ.
NAYS: NONE.
NOT PRESENT: EMERALD.
RECUSED: NONE,
AUTHENTICATED BY:

KEVIN L. FAULCONER
Mayor of The City of San Dicgo, California
ELIZABETH S. MALAND
City Clerk of The City of San Diego, California

(Seal)

By: __Jeannette I. Santos . Deputy

| HEREBY CERTIFY that the above and loregoing is a full, true and correct copy of
RESOLUTION NO. __R-310431, approved on __May 20,2016 . The date of final passage is
May 23, 2016

ELIZABETH S. MALAND
C-ily Clerk of The City of San Diego, California

(Seal)
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ATTACHMENT A-1
LESSEES
flying Dog Hangar, LLC
Hangar B Trust
MYF Properties, LLC a California Limited tlablity Company
MYF Properties, LLC & Californla Umited Liability Company
MYF Properties, LLC, a Callfornia Limited Liability Company
CLL - Airplane, LLC, a Callfornia LLC
LCG, One LIC
Joe Alr, LLC
Greg Mattson MD, Inc., Penslon Fund
Wingding Aviatlan LLC, a Delaware Corporation
MYF Properties, LLC, a Californla Limited Liabitity Company
Azure Holdings, LLC, a Californla Limited Liabllity Company
GST investments, Inc., a Callfornia Limited Liability Company
GST Investments, inc., a Callfornia Uimited Liabllity Company
Afrport Rental and Leasing
Alrport Rental and Leasing
Dal Pezzo Avlation, LLC, a Nevada, LLC Wingding
Avlatlon LLC, a Delaware Corporation
Waples Court, a Californla LLC
MYF Hangar 16, LLC
Alrport Rental and Leasing
Gary and Sandra Roundy
Teton Jet, Inc., a Florida Corporation
MYF Propertles, LLC, a California Limited Uabllity Company
Levy Revocable Trust
MYF Properties, LLC a Californla Umited Lia bility Company
MYF Propertles, LLC, a California Limited Liability Company
St John Holdings, LLC, a Callfornla Corporation
HIll SD, LLC, a Callfornla Umited Llabllity Company
MYF Properties, LLC, a Callfornia Limited Liabliity Company
MYF Properties, LLC, a Californla Limited Liability Company
Progress Air, Inc. a Cafifornia Corporation
Wingding Aviation LLC, a Delaware Corporation
Dave DeHaan
Azure HoldIngs, LLC, a California Limited Liability Company
Gordon Martin
Basso Family Ventures, LLC
MYF Properties, LLC, a California Limited Liablitiy Company
General Atomics Aeronautical Systems
Bariloche Adventura, Ltd., a Oregan Corporation

USES

Piane Storage

Plane Storage

Plane Storage

Helicopter storage/Mx
Helicopter storage/Mx
Transient storage hangar
Plane Storage '
Plane Storage

Helicopter storage/Mx
Plane Storage

Plane Storage

Helicopter storage

Plane Storage
Plane/Helicopter Storage
Plane Storage

Plane Storage

Plane Storage

Plane Storage

Transient storage hangar
Plane Storage

Plane Storage

Plane Storage

Plane Storage

Plane Storage

Plane Storage

Plane Storage

Plane Storage

Plane Storage

Plane Storage

Plane Storage

Plane Storage
Plane/Helicopter Storage

_ Plane Storage

Plane Storage

Helicopter Storage/Mx
Plane Storage

Plane Storage

Pilane Storage

Plane Storage/Malntenance
Plane Storage

The 2005 Rozzelle Family Limited Partrership, a Nevada timited Partner Plane Storage/Maintenance

MYF Propertles, LLC, a Callfornia Umited Liablitiity Company

Plane Storage

SqFt

3,600
3,600
3,600
5,100
3,600
3,600
3,600
3,600
3,600
3,600
3,600
3,600
3,600
3,000
2,500
2,500
2,500
2,500
3,600
3,600
2,500
4,200
4,200
4,900
4,900
4,900
4,500
4,900
4,900
10,000
" 4,900
4,500
3,500
4,900
4,900
5,600
5,600
5,600
5,600
5,600
7,680
5,160



EXHIBIT A-2

FORM OF SUBLEASE

HANGAR GROUND LEASE AGREEMENT

This Hangar Ground Lease Agreement (“Lease”) is made as of this Ist day of September, 2016
(“Effective Date”) by and between MYF Holdings LLC, a Delaware limited liability company,
doing business in San Diego County, California as “Crownair Aviation” (“Sublessor”), and

_ (“Subtenant”) with reference to the following:

Basic Terms:

Commencement
Date:
Sublessor:

Sublessor Address:

Subtenant:

Subtenant Address:

Premises:

Lease Term:

Rent:

Active/43130778 3

PREAMBLE

September 1, 2016
MYF Holdings LLC, a California corporation dba “Crownair Aviation™

3753 John J. Montgomery Drive, San Diego, CA, 92123

TENIEIIY Al

AEIEIERE

[ENTIEY ADPRE!

That certain parcel of land, consisting of approximately J5¥¥¥ square feet

grRNx)). located within the leasehold estate created by the Master
Lease (as deﬁm.d in Section 1.1) between Sublessor and the City of San
Diego (the “City™), in the County of San Diego, State of California,
located at Montgomery-Gibbs Executive Airport and described on
Exhibit A, known as Lot #8%, upon which improvements known as

Hangar [[EEANG/ARIMUNIBERY] arc located.

The term of this Lease shall commence on September I, 2016 and expire
on May 31, 2056 (the “Term™).

Base Rent: $0.27 per square foot per month subject to increase as
reflected in the Master Lease, currently per month, subject to
adjustment as described in Section 2.1.

Common Area Maintenance Expense: $0.05 per square foot, currently
per month, subject to adjustment as set forth in this Lease.

Subtenant’s Current Monthly Payment to Sublessor: Base
Rent plus $- Common Area Maintenance Expenses = per

month. Payment is due in advance, on the first day of each and every



calendar month during the Term.

Rent will be payable on the Commencement Date and on the first (1st)
day of each month thereafter during the Term. Rent is payable at the
office of Sublessor at Crownair Aviation, 3753 John J. Montgomery
Drive, San Diego, CA 92123, or at such other place or places as
Sublessor may from time to time designate by written notice delivered to

Subtenant.
Maximum Rate of Prime plus four percent (4%). For purposes of this Lease, the term
Interest: “Prime” shall mean the rate announced from time to time by the Wall

Street Journal, as its prime or reference rate. If The Wall Street Journal
shall cease to announce its prime or reference rate, Sublessor shall select
the rate of another financial institution to be substituted therefor.

Late Charge: 5% of the overdue amount per month.

Permitted Use: The Premises shall be used by Subtenant for the storage of aircraft, small
aircraft parts and equipment, subject to any applicable covenants,
conditions, rules, regulations and restrictions affecting the Premises,
including without limitation the Master Lease, and for no other use or
purpose, except as Sublessor may otherwise consent in writing.
Sublessee shall not perform maintenance or repair on any aircraft so as to
be a competitor of Sublessor without prior written approval of Sublessor.

Security Deposit:

NOW THEREFORE, in consideration of the mutual promises and obligations set forth
herein this Lease, the parties agree as follows:

ARTICLE I

INCORPORATION OF BASIC TERMS; LEASE OF
PREMISES & LEASE TERM

i1 Premises. Sublessor, for and in consideration of the rents, covenants and
agreements hereinafter set forth, hereby leases to Subtenant and Subtenant hereby leases from
Sublessor, upon and subject to the terms, covenants and conditions hereinafter set forth, all that
certain parcel of land upon which Hangar [N IMIBERY situated at Montgomery-
Gibbs Executive Airport (the “Airport”), in San Diego County, California, sits, which land is
described with specificity on Exhibit A attached hereto and incorporated herein (the “Land™ or
“Premises”). Subtenant acknowledges that, prior to execution of this Lease, Subtenant has
occupied the Premises pursuant to a prior lease with Air 88, Inc. doing business as “Crownair
Aviation” (the “Prior Lease”) and, by its execution of this Lease, Subtenant hereby accepts the
Premises in an “as-is” condition without any representations or warranties from Sublessor.
Subtenant acknowledges that this Lease is subordinate and subject to all liens, encumbrances,

2
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deeds of trust, reservations, restrictions and other matters affecting the Premises (“Permitted
Encumbrances”), including without limitation that certain City of San Diego Flat Rate Lease
with a commencement date of June 1, 2016, between Sublessor and the City (the “Master
Lease”™), which Master Lease is attached as Exhibit B to this Lease, and any law, regulation, rule,
order or ordinance of any governmental entity applicable to the Master Lease, the Premises or
the use or occupancy thereof, in effect on the execution of this Lease or thereafter promulgated.
The occupancy of the Premises by Sublessee, the rights, privileges, duties and obligations of
Sublessee and the rights, privileges, duties and obligations of Sublessor pursuant to this Lease
are subject to the terms and conditions of the Master Lease. Subtenant hereby assumes the rights
and obligations assigned to it in connection with its sublease of the Premises and will keep and
perform all coventants, conditions and provisions of the Master Lease applicable to Subtenant’s
right hereunder. Subtenant shall take no action or fail to take any action which shall cause a
breach of the Master Lease. Subtenant acknowledges that Sublessor does not agree to perform
any of the obligations or covenants of the City, if any, and acknowledges that such obligations
and covenants will be performed by the City. Sublessee shall comply with the provisions of
Section 12.17 of the Master Lease to maintain a drug-free workplace and shall comply with the
provisions of Section 12.19 which require protection of the rights of people with disabilities.

12  Term of Lease. The term of this Lease (“Term”) shall commence on September
1, 2016 (the “Commencement Date”) and shall end on May 31, 2056, which is the expiration
date of the Master Lease, or on the earlier termination of the Master Lease.

1.3  Basic Terms. The Basic Terms contained in the preamble herein above are
hereby incorporated into and made a part of this Lease. Each reference in this Lease to the Basic
Terms shall mean the information set forth above and shall be construed to incorporate all of the
terms provided under the particular Lease paragraph pertaining to such information. In the event
of a conflict between the Basic Terms and the remainder of this Lease, the remainder of this
Lease shall prevail.

1.4  Release of Claims. In consideration of the exccution and performance of this
Lease, Sublessor and Subtenant hercby release and forever discharge each other, and Subtenant
hereby releases and forever discharges Air 88, Inc., and each of their past and present
predecessors, successors, affiliates, subsidiarics, parents, insurets, officers, directors, employees,
heirs, assigns, agents, and attorneys from any and all known and unknown claims, disputes,
demands, debts, liabilitics, obligations, contracts, agreements, causes of action, suits, attorneys'
fees and or costs, of whatever nature, character or description, which Sublessor and Subtenant
had, now have, or may have related to the Prior Lease and/or any of the matters which arise out
of, from, asserted in, or which could have been asserted in connection with the Prior Lease.
Sublessor and Subtenant agree that their entry into this Lease shall act as a retease of any and all
claims that may arise from conduct prior to the date of this Lease in connection with the Prior
Lease whether such claims are known, unknown, foreseen, or unforeseen, liquidated or
unliquidated, choate or inchoate, notwithstanding Section 1542 of the California Code which
provides:

A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS
WHICH THE CREDITOR DOES NOT KNOW OR SUSPECT
TO EXIST IN HIS OR HER FAVOR AT THE TIME OF

Active/d3130778.3



EXECUTING THE RELEASE, WHICH IF KNOWN BY HIM
OR HER MUST HAVE MATERIALLY AFFECTED HIS OR
HER SETTLEMENT WITH THE DEBTOR.

ARTICLE II

RENT & OTHER PAYMENTS

2.1  Base Rent, In consideration of the leasing of the Premises, Subtenant covenants
to pay Sublessor in advance, on the first day of each and every calendar month during the Term,
at the address of Sublessor as specified in the Basic Terms, or at such other place as Sublessor
may from time to time designate in writing, rent for the Term of this Lease calculated based upon
the amounts specified in the Basic Terms (“Base Rent”). The first calendar month’s Base Rent
payment shall be made by Subtenant upon Subtenant’s execution of this Lease. Base Rent may
be adjusted from time to time during the Term, upon thirty (30) days written notice (“Rent
Adjustment Notice Period”) to Subtenant based upon any adjustments of Sublessor’s rent
payable to the City pursuant to the Master Lease (“Sublessor Adjustment”). The amount of
adjustment shall be determined by multiplying the aggregate amount of the Sublessor
Adjustment by Subtenant’s Share (as defined in Section 2.2.1). The Adjustment Amount shall
be added to Base Rent on a going forward basis at the expiration of the Rent Adjustment Notice
Period.

22  Additional Rent. All charges payable by Subtenant to Sublessor hereunder,
other than Base Rent, including but not limited to Common Area Maintenance Expenses,
however denoted, shall be “Additional Rent.” Unless this Lease provides otherwise, all
Additional Rent invoiced by Sublessor, shall be paid with the next installment of Base Rent
falling due. Base Rent and Additional Rent are sometimes collectively referred to as “Rent” or
“rent” in this Lease. Rent for any partial month in which the Commencement Date occurs shall
be prorated based on the number of days in such calendar month and paid within ten (10) days of
the Commencement Date.

22.1 Comnion Area Maintenance Expenses. In addition to the payment of
Base Rent, Subtenant shall pay to Sublessor Subtenant’s Share (as defined in this Section 2.2.1)

of Common Area Maintenance Expenscs (as defined in this Section 2.2.1). “Common Area
Maintenance Expenses” shall mean all of Sublessor’s costs associated with the operation,
management and maintenance of the Tangential Use Property (as defined in this Section 2.2.1),
including but not limited to the following expense items: real property tax, insurance, garbage
and recycling, water, electricity, landscape repairs and maintenance, asphalt repairs, maintenance
(including crack fill and slurry seal), sweeping and striping, and security. For purposes of this
Lease, “Tangential Use Property” shall mean those common roads, taxiways, utilities, and
improvements benefitting the Premises and Subtenant’s use thereof. Sublessor shall estimate its
annual Common Area Maintenance Expenses and shall invoice Subtenant on a monthly basis
based on such estimate, plus an administrative and management fee equal to ten percent (10%) of
the Common Area Maintenance Expenses. Not later than sixty (60) days after the end of
Sublessor’s fiscal year, Sublessor shall deliver to Subtenant an annual statement of Common
Area Maintenance Expenses incurred by Sublessor multiplied by Subtenant’s Share, and shall
subtract the actual Common Area Maintenance Expenses from the estimated Common Area

4
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Maintenance Expenses paid by Subtenant, the resulting sum of which shall be the “Difference.”
To the extent the Difference is a positive number, Sublessor shall remit the amount of the
Difference to Subtenant in the form of a Rent credit. To the extent the Difference is a negative
number, Subtenant shall remit the amount of the Difference to Sublessor within fifteen (15) days.
For purposes of this Lease, “Subtenant’s Share” shall be the percentage obtained by dividing
the number of square feet of the “footprint” of the hangar [plus the square footage of any
additional space exclusively leased by Subtenant] by the total number of square feet of the
“footprints” of all hangars (including hangars owned by Sublessor) [plus the square footage of
any additional space rented in Sublessot’s leasehold estate] within Sublessor’s leasehold as
defined and set forth in the Master Lease.

2.2.2  Sccurity Interest. Subtenant grants Sublessor a security interest in
Subtenant’s improvements, fixtures, and personal property located upon the Premises (the
“Subtenant Property”) and consents and agrees that Sublessor may perfect such security
interest as provided in the Uniform Commercial Code in effect in the State of California (the
“UCC”). In the event of Subtenant’s failure to pay Rent pursuant to this Lease, Sublessor may
foreclose on the Subtenant Property in which case Sublessor shall have the right to take and
recover possession of such Subtenant Property without notice, and may levy and execute on its
lien against such Subtenant Property to satisfy Subtenant’s indebtedness to Sublessor and related
costs, including attotney fees, in accordance with California Code of Civil Procedure Sections
1208.61 through 1208.70 and any other applicable laws, including but not limited to the UCC.

2.3  Delinquent Rental Payments. Any installment of Base Rent or Additional Rent
or any other charges payable by Subtenant under the provisions hereof which shall not be paid
within ten (10) days after being due, shall bear interest at the Maximum Rate of Interest specified
in the Basic Terms from the date when such installment of Rent or other charges are due
hereunder until the same shall be paid, but in no event in excess of the maximum rate permitted
by law to be charged by Sublessor against Subtenant. In addition, any installment of Rent which
shall not be paid when due, and which remains unpaid five (5) business days thereafter shall be
subject to a late payment fee of five percent (5%) of the unpaid amount. Subtenant
acknowledges that Subtenant’s failure to pay Rent or any other charges when due may cause
Sublessor to incur unanticipated costs, the exact amount of such costs being impractical or
extremely difficult to ascertain. The parties agree that the late charge specified above represents
a fair and reasonable estimate of the costs Sublessor will incur by reason of such late payment,
and that acceptance of late Rent does not constitute a waiver of Subtenant’s default, or limit any
other remedy of Sublessor. The late charge shall be deemed Rent and the right to require it shall
be in addition to all of Sublessor’s rights and remedies hereunder or at law.

24  Independent Qbligations. Any term or provision of this Lease to the contrary
notwithstanding, the covenants and obligations of Subtenant to pay Base Rent and Additional
Rent hereunder shall be independent from any obligations, warranties or representations, express
ot implied, if any, of Sublessor herein contained.
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ARTICLE IIT

PAYMENT OF PERSONAL PROPERTY TAXES

3.1  Payment of Property Taxes. Subtenant shall pay, prior to delinquency, all taxes
(including “possessory interest taxes,” if any), assessments, license fees and public charges
levied, assessed or imposed upon its business operation, fixtures, improvements and other
personal propetty located in or on the Premises. If any such items of property are assessed with
property of Sublessor, the assessment shall be equitably divided between Sublessor and
Subtenant. Sublessor shall determine the basis of prorating and dividing any of such assessments
and its determination shall be binding.

ARTICLE IV

USE

4,1  Permitted Use. Subtenant may use the Premises only for the Permitted Use
specified in the Basic Terms. Subtenant shall not use or occupy the same, or permit them to be
used or occupied, contrary to any statute, governmental, quasi-governmental or administrative
rule, order, ordinance, regulation, requirement or policy applicable thereto and in effect from
time to time (“Regulatory Requirement™), or in any manner which would make void or
voidable any insurance then in force with respect thereto or which would cause the value or
usefulness of the Premises, or any portion thereof, substantially to diminish (reasonable wear and
tear excepted), or which would constitute a public or private nuisance or waste and Subtenant
agrees that it will promptly, upon discovery of any such use, take all necessary steps to compel
the discontinuance of such use.

42  Acceptance of Premiscs. Subtenant acknowledges that neither Sublessor nor any
agent of Sublessor has made any representation or warranty with respect to the Premises or with
respect to the suitability or fitness thereof for the conduct of Subtenant’s business, use of the
Premises, or for any other purpose. Subtenant acknowledges that it has occupied the Premises
prior to the date of this Lease and represents that it has complied in all material respects with the
Prior Lease pursuant to which it occupied the Premises. Subtenant shall comply with any
recorded covenants, conditions, restrictions and encumbrances affecting the Premises as of the
commencement of this Lease or which are recorded duting the Term and shall do nothing to

violate, or cause Sublessor to be in violation of, any terms of the Master Lease.

43  Increase Insurance. Subtenant shall not knowingly do or permit to be done
-anything which will (i) increase the premium of any insurance policy covering the Premises or
any adjoining property owned by Sublessor within Sublessor’s leaschold estate at the Airport
and/or the property located therein pursuant to the Master Lease; (ii) cause a cancellation of or be
in conflict with any such insurance policies; (iii) result in a refusal by insurance companies in
good standing to issue or continue any such insurance in amounts satisfactory to Sublessor; or
(iv) subject Sublessor to any liability or responsibility for injury to any person or property by
reason of any operation in the Premises. Subtenant shall, at Subtenant’s expense, comply with all
rules, orders,” regulations and requirements of insurers and of the American Insurance
Association or any other organization performing a similar function. Subtenant shall promptly,
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upon demand, reimburse Sublessor for any additional premium charges for such policy or
policies caused by reason of Subtenant’s failure to comply with the provisions of this Section.

44  Rules and Regulations. Subtenant shall comply with all rules and regulations
adopted by Sublessor from time to time for its leasehold estate at the Airport and any minimum
standards that the Aitport may adopt from time to time.

4.5  Subtenant’s Obligations. Subtenant shall obtain and pay for all permits required
for Subtenant’s occupancy of the Premises and shall promptly take all actions necessary to
comply with all applicable Regulatory Requirements regulating the use by Subtenant of the
Premises, including, without limitation, the Occupational Health and Safety Act (“OSHA”) and
the Americans with Disabilities Act (“ADA”).

4.6  Indemnification. Subtenant shall indemnify, defend (with counscl reasonably
acceptable to Sublessor), protect and hold Sublessor, Air 88, Inc., and each of Sublessor’s and
Air 88, Inc.’s officers, directors, partners, employecs, agents, attorneys, successors and assigns
(collectively, “Sublessor Indemnitees”) harmless from and against any and all claims,
liabilities, damages, costs, penalties, forfeitures, losses or expenses (including attorneys’ fees) for
death or injury to any person or damage to any property whatsoever (“Claims”) arising or
resulting in whole or in part, directly or indirectly, from breaches of OSHA and the ADA, to the
extent caused or permitted by Subtenant, its agents, employees, contractors, licensees or invitecs,
whether prior to the Commencement Date of this Lease as a result of Subtenant’s prior
occupancy of the Premises pursuant to the Prior Lease, or after the Commencement Date of this
Lease. Subtenant’s obligations hereunder shall include, without limitation, and whether
foreseeable or unforeseeable, all costs of any required or necessary repairs of the Premises or the
Improvements and shall survive the expiration of or early termination of the Term of this Lease
and any costs and fees incurred in the enforcement of the indemnity action.

ARTICLE V
HAZARDOUS MATERIALS

5.1  Hazardous Materials. The term “Hazardous Material(s)” shall mean any toxic
or hazardous substance, material or waste or any pollutant or contaminant or infectious or
radioactive material, including but not limited to those substances, materials or wastes regulated
now or in the future under any of the statutes or regulations listed in Section 5.2, and any and all
of those substances included within the definitions of “hazardous substances,” “hazardous
materials,” “hazardous waste,” “hazardous chemical substance or mixture,” “imminently
hazardous chemical substance or mixture,” “toxic substances,” “hazardous air pollutant,” “toxic
pollutant,” or “solid waste” in the statutes or regulations in Section 5.2. Hazardous Materials
shall also mean any and all other similar terms defined in other federal, state and local laws,
statutes, regulations, orders or rules, and materials and wastes which are, or in the future become,
regulated under applicable local, state or federal law for the protection of health or the
environment, or which are classified as hazardous or toxic substances, materials or wastes,
pollutants or contaminants, as defined, listed or regulated by any federal, state or local law,
regulation or order ot by common law decision, including, without limitation, (i)
trichloroethylene, tetrachloroethylene, perchloroethylene and other chlorinated solvents, (ii) oil
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or any petroleum products or fractions thereof, (iii) asbestos, (iv) polychlorinated biphenyls, (v)
flammable explosives, (vi) urea formaldehyde and (vii} radioactive materials and waste, and
(viii) infectious waste.

5.2 Hazardous Materials Laws. The term “Hazardous Materials Law(s)” shall
mean any federal, state or local laws, ordinances, codes, statutes, regulations, administrative
rules, policies and orders, and other authority, existing now or in the future, which classify,
regulate, list or define hazardous substances, materials, wastes contaminants, pollutants and/or
the Hazardous Materials, including without limitation federal, state, and local statutes and
regulations, and any other legal authority, regulations, or policies relating to or implementing
such statutes and regulations.

53  Compliance with Hazardous Materials Laws. Subtenant shall not cause or
permit any Hazardous Materials to be brought upon, kept, or used in connection with the
Premises or by Subtenant, its agents, employees, contractors or invitees, in a manner or for a
purpose prohibited by or which could result in liability under any applicable law, regulation, rule
or ordinance, including, without limitation, the Hazardous Materials Laws. Subtenant shall, at its
own expense, at all times and in all respects comply with all Hazardous Materials Laws relating
to the industria! hygiene, environmental protection or the use, analysis, generation, manufacture,
storage, presence, disposal or transportation of any Hazardous Materials. Subtenant shall, at its
own expense, procure, maintain in effect and comply with all conditions of any and all permits,
licenses and other governmental and regulatory approvals relating to the presence of Hazardous
Materials within, on, under or about the Premises or required for Subtenant’s use of the
Premises, Subtenant shall cause any and all Hazardous Materials to be removed from the
Premises and transported in accordance with and in compliance with all Hazardous Materials
Laws. Subtenant shall in all respects, handle, treat, deal with and manage any and all Hazardous
Materials in, on, under or about the Premises in complete conformity with all applicable
Hazardous Materials Laws and prudent industry practices regarding the management of such
Hazardous Materials. Upon expiration or earlier termination of this Lease, Subtenant shall at its
own expense, cause all Hazardous Materials (to the extent such Hazardous Materials are
generated, stored, rcleased or disposed of during the Term of this Lease by Subtenant or
Subtenant’s agents, employees, contractors or invilees (“Subtenant’s Agents™)) to be removed
from the Premises and transported for use, storage or disposal in accordance and in compliance
with all applicable Hazardous Materials Laws. Subtenant shall not take any remedial action in
response to the presence of any Hazardous Materials in, on, about or under the Premises or in
any improvements situated on the Land, or enter into any settlement agreement, consent, decree
or other compromise in respect to any claims relating to or in any way connected with the
Premises or the Sublessor’s improvements on the Land without first notifying Sublessor of
Subtenant’s intention to do so and affording Sublessor ample opportunity to appear, intervene or
otherwise appropriately assert and protect Sublessor’s interest with respect thereto.

54  Notice of Actions. Subtenant shall immediately notify Sublessor in writing of (a)
any enforcement, clean-up, removal or other governmental or regulatory action instituted,
completed or threatened against Subtenant, Sublessor, or against the Premises pursuant to any
Hazardous Materials Laws; (b) any claim made or threatened by any person against Sublessor,
Subtenant, or the Premises for which Subtenant receives notice, relating to damage, contribution,
cost recovery, compensation, loss or injury resulting from or claimed to result from any
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Hazardous Materials; and (c) any reports made to any environmental agency arising out of or in
connection with any Hazardous Materials in, on or about the Land or the Premises or with
respect to any Hazardous Materials removed from the Land or the Premises, including, any
complaints, notices, warnings, reports or asserted violations in connection therewith. Subtenant
shall also provide to Sublessor, as promptly as possible, and in any event within five (5) business
days after Subtenant first receives or sends the same, with copies of all claims, reports,
complaints, notices, warnings or asserted violations relating in any way to the Land or the
Premises or Subtenant’s or Subtenant’s Agents use thereof.

5.5  Indemnification. Subtenant shall indemnify, defend (with counse! reasonably
acceptable to Sublessor), protect and hold Sublessor Indemnitees free and harmless from and
against any and all Claims arising or resulting in whole or in part, directly or indirectly, from the
presence or discharge of Hazardous Materials, in, on, under, upon or from the Premises or any
improvements located thereon or from the transportation or disposal of Hazardous Materials to
or from the Premises, to the extent caused or permitted by Subtenant, its agents, employees,
contractors, licensees or invitees, whether prior to the Commencement Date of this Lease as a
result of Subtenant’s prior occupancy of the Premises pursuant to the Prior Lease or after the
Commencement Date of this Lease. Subtenant’s obligations hereunder shall include, without
limitation, and whether foresceable or unforeseeable, all costs of any required or necessary
repairs, clean-up or detoxification or decontamination of the Premises or the Improvements, and
the presence and implementation of any closure, remedial action or other required plans in
connection therewith, and shall survive the expiration of or early termination of the term of this
Lease and any costs and fees incurred in the enforcement of the indemnity action.

ARTICLE VI

SERVICES & UTILITIES

6.1  During the Term of this Lease, Subtenant will pay, when due, all charges of every
nature, kind or description (including, without limitation, charges imposed by any utility
company as a condition precedent to furnishing or continuing to furnish utilities or services to
the Premises), to the extent such charges are not included in the Common Area Maintenance
Expenses described in Section 2.2.1, for utilities furnished to the Premises or chargeable against
the Premises, if any, including all charges for water, sewage, heat, gas, light, garbage, electricity,
telephone, steam, power, data, refuse collection or other public or private utility services and any
charges or fees for present or future water or sewer capacity to serve the Premises, any charges
for the underground installation of gas or other utilities or services, and other charges relating to
the extension of or change in the facilities necessary to provide the Premises with adequate
utility services. No interruption in, or temporary stoppage of, any utility service or blockage of
access to the Premises caused by repairs, renewals, improvements, alterations, stripes, walk outs,
labor controversy, accidents, inability to obtain fuel or supplies, or other causes shall be deemed
an eviction of disturbance of Subtenant’s use and possession, or render Sublessor liable for
damages, by abatement of rent or otherwise, or relieve Subtenant from any obligation
whatsoever under this Lease. Nothing contained in this Article 6 shall be construed to impose
any obligation or duty on Sublessor to supply any utilities to the Premises. Subtenant shall also
be responsible for “possessory interest” and personal property taxes, if any, levied on the
Premises by any ‘@pplicable government body or agency. Subtenant shall reimburse Sublessor
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for all expenses incurred by Sublessor in modifying existing utilities for Subtenant’s benefit
relating to possession and use of the Premises.

ARTICLE VII
MAINTENANCE AND REPAIR OF PREMISES

7.1  Subtenant's Maintenance. Subtenant, at its sole cost and expense, throughout
the Term of this Lease, whether Subtenant is occupying or has vacated the Premises, shall take
good care of the Premises and shall keep the same in at least the same order, condition, and
repair, including exterior appearance, existing on the Commencement Date and shall make and
perform all routine maintenance thereof and all necessary repairs thereto, ordinary and
extraordinary, foreseen and unforeseen, of every nature, kind and description.

7.2 Subtenant’s Waiver of Claims Against Sublessor. Sublessor shall not be
required to furnish any services ot facilities or to make any repairs or alterations in, about or to
the Premises or any improvements erected thereon. Subtenant hereby assumes the full and sole
responsibility for the condition, operation, repair, replacement, maintenance and management of
the Premises and any improvements hereafter erected thereon, and Subtenant hereby waives any
rights created by any law now or hereafter in force to make repairs to the Premises or
improvements hereafter erected thereon at Sublessor’s expense. Subtenant hereby waives and
releases its right to perform repairs at Sublessor’s expense under any law, statute, or ordinance
now or hereafier in effect in the State of California.

ARTICLE VIII

CHANGES AND ALTERATIONS

8.1  Subtenant’s Changes and Alterations. Subtenant shall not make any
alterations, additions or improvements (“Alterations”) to the exterior of the Hangar, without
Sublessor’s prior written consent, which may not be unreasonably withheld. Subtenant shall
promptly remove any Alterations constructed in violation of this Section upon Sublessor’s
written request. Any Alterations to the exterior of the Premiscs shall be made in accordance with
this Lease, and all Alterations made to the interior of the Hangar shall be made in accordance
with applicable rules and regulations promulgated by any federal, state or local authority having
jurisdiction, ' ’ :

8.2 Liens. Subtenant shall keep the Premises free from any mechanics’,
materialmen’s, designer’s or other liens arising out of any work performed, materials furnished
or obligations incurred by or for Subtenant or any person or entity claiming by, through or under
Subtenant. Sublessor shall have the right at all times to post and keep posted on the Premises
any notices which it deems necessary for protection from such liens. If any such liens are filed
and are not released of record by payment or posting of a proper bond within thirty (30) days
after such filing, Sublessor may, without waiving its rights and remedies based on such breach
by Subtenant and without releasing Subtenant from any obligations hereunder, cause such liens
to be released by any means it shall deem proper, including payment of the claim giving rise to

- such lien or posting security to cause the discharge of such lien, in which event all amounts paid
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by Sublecssor shall immediately be due and payable by Subtenant as Additional Rent, Subtenant
hereby indemnifies, protects, defends and holds Sublessor and Sublessor’s Indemnitees and the
Premises harmless from any liability, cost, obligation, expense (including, without limitation,
reasonable attorneys’ fees and expenses and attorneys’ fees incurred in enforcing of this
indemnity), or claim of any mechanics’, materialmen’s, design professional’s or other liens in
any manner relating to any work performed, materials furnished or obligations incurred by or for
Subtenant or any person or entity claiming by, through or under Subtenant. Subtenant shall
notify Sublessor in writing thirty (30) days prior to commencing any Alterations so that
Sublessor shall have the right to record and post notices of non-responsibility or any other
notices deemed necessary by Sublessor on the Premises. Subtenant shall not create, and shall
promptly discharge and satisfy of record, any other lien, encumbrance, charge, security interest,
or other right or interest which shall be or become a lien, encumbrance, charge or security
interest on or in the Premises, or any portion thereof.

ARTICLE IX

RIGHTS RESERVED BY SUBLESSOR

9.1  Sublessor’s Entry. In addition to any other right of entry provided to Sublessor
in this Lease, Sublessor reserves the right at all reasonable times and upon reasonable notice to
Subtenant to enter the Premises to: (i) inspect them; (ii) show the Premises to prospective
purchasers, mortgagees or lenaats, or to the ground or underlying sublessors; (iii) post notices of
non-responsibility or other notices as may be customary in the State of California; or (iv) for any
other purpose Sublessor deems reasonably necessary. Except in cases of emergency, two (2)
business days prior notice shall be deemed reasonable notice. Sublessor and its authorized
representatives may enter the Premises at any time in case of emergency and shall have the right
to use any and all means which Sublessor may deem proper to open such doors during an
emergency in order to obtain entry to any vehicles or improvements or fixtures on the Premises.
Any such entry obtained by Sublessor in the event of any emergency shall not, under any
circumstances, be construed or deemed to be a forcible or unlawful entry into, or detainer of, the
Premises, or to be an eviction of Subtenant from the Premises or any portion thereof.

9.2  Sublessor’s Cure. If Subtenant shall default in the performance of its obligations
under this Lease and if such default is not cured within the applicable periods provided in Article
12, Sublessor may, but shall not be obligated to, make any such payment or perform any such act
on Subtenant’s part without waiving its right based upon any default of Subtenant and without
releasing Subtenant from any obligations hereunder. Except as may be specifically provided to
the contrary in this Lease, Subtenant shall pay to Sublessor, within ten (10) days after delivery by
Sublessor to Subtenant of statements therefor, sums equal to expenditures reasonably made and
obligations incurred by Sublessor in connection with the remedying by Sublessor of Subtenant’s
defaults. If there are any outstanding monetary obligations of Subtenant under this Lease
attributable to the period prior to the expiration or termination of this Lease, such obligations
shall survive the termination or expiration of this Lease and such amount shall be payable to
Sublessor within ten (10) days after receipt of notice therefor from Sublessor. Subtenant hereby
agrees to indemnify, protect, defend (with legal counsel reasonably acceptable to Sublessor) and
save Sublessor Indemnitees harmless from and against such impositions, insurance premiums,
utility charges, maintenance, repair and replacement. expenses, all -expenses relating to
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compliance with laws, and all other costs, fees, charges, expenses, reimbursements and
obligations above referred to.

ARTICLE X

INDEMNITYAND INSURANCE

10.1 Insurance. Subtenant shall, at Subtenant’s sole cost and expense, procure and
maintain during the entire term of this Lease an insurance policy or policies with the following
minimum requirements:

10.1.1 Airport Premises Liability insurance covering bodily injuries to third
parties and damage to property, including public liability, occasioned by or arising out of or in
connection with the use, occupancy, condition of or operation conducted on the premises in a
minimum amount of Two Million Dollars ($2,000,000), COMBINED SINGLE LIMIT
LIABILITY.

10.1.2 Fire. Extended Coverage and Vandalism insurance, insuring all
permanent structures (including hangar) on the premises. Such insurance shall insure the full
value of such property and improvements (100% replacement cost) and shail include vandalism
and malicious mischief endorsements. Such policy shall contain a loss payable endorsement in
. favor of the parties as their respective interests may appear.

10.1.3 Insurance shall be placed with insurance companies acceptable to
Sublessor and the City and authorized to conduct insurance business in the State of California.

10.1.4 Subtenant shall be the “named insured” on all insurance policies
required under this Lease.

10.1.5 “Sublessor” and “The City of San Diego, its Elected Officials, Officers,
. Representatives, Agents and Employees” shall be named as “additional insured”.

10.1.6 Such policy(s) shall contain a provision that written notice of
cancellation or any material change shall be delivered to Sublessor and City not less than thirty
(30) days prior to the effective date of such cancellation or change.

10.1.7 The Sublessor and/or City may require TENANT to periodically increase
the required amounts and types of insurance coverage’s, to reasonably protect the Sublessor’s
and City’s interests and to reflect any changes in TENANT’S approved uses.

10.1.8 Evidence of such insurance shall be provided by Subtenant by filing with
Sublessor and City a copy of a duly executed Certificate of Insurance. Copies of each
Insurance Policy shall be provided upon request. Notices shall be addressed to City at: City of
San Diego Airports Division, Real Estate Assets, 3750 John J. Montgomery Drive, San Diego,
CA 92123 (fax 858-279-0536).
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10.2 Waiver of Subrogation. Subtenant shall cause to be inserted in the policy or
policies of insurance required by this Article 10 hereof a so-called “Waiver of Subrogation
Clause” as to Sublessor.

10.3 Indemnification by Subtenant. To the fullest extent allowed by law, Subtenant
shall at all times indemnify, protect, defend (with legal counsel acceptable to Sublessor) and hold
Sublessor and Sublessor’s shareholders, officers, directors, partners, employees, lender,
managing agent, successors and/or assigns (collectively, “Sublessor’s Indemnities”) harmless
against and from any and all claims, costs, liabilities, actions and damages (including, without
limitation, attorneys’ fees and costs and costs related to the enforcement of this indemnity
provision) arising from or out of any occurrence in, upon or about the Premises or the occupancy
or use by Subtenant of the Premises, or the condition of the Premises or occasioned wholly or in
part by any act or omission of Subtenant, its agents, contractors, servants, tenants, invitees or
licensees (collectively “Subtenant’s Agents”) or arising from any act or negligence of Subtenant
or Subtenant’s Agents, or a default by Subtenant under this Lease or arising from any accident,
injury or damage whatsoever caused to any person, or entity occurring during the Term of this
Lease, in or about the Premises, and from and against all costs, attorney’s fees, expenses and
liabilities incurred in or about any such claim or action or proceeding brought thereon. In case
any action or proceeding be brought against Sublessor by reason of any such claim, Subtenant,
upon notice from Sublessor, covenants to defend such action or proceeding by counsel
reasonably satisfactory to Sublessor. Sublessor shall not be liable for injury or damage which
may be sustained by a person, goods, wares, merchandise, or other property of Subtenant, or
Subtenant’s employees, invitees, customers, or of any other person in or about the Premises
caused by or resulting from any peril which may affect the Premises, whether such damage or
injury results from conditions arising upon the Premises or from other sources.

ARTICLE X1

ASSIGNMENT AND SUBLETTING

11.1 Restriction on Other Transfers. Subtenant shall not assign, mortgage, pledge,
transfer, sublease or otherwise encumber or dispose of this Lease, or any interest therein, or in
any manner assign, mortgage, pledge, transfer or otherwise encumber or dispose of its interest or
eslate in the Premises, or any portion thereof (“Transfer”) without the prior written consent of
(a) Sublessor, such consent not to be unreasonably withheld, and (b) the City pursuant to the
terms and conditions of the Master Lease. In no event may Subtenant Transfer its interest in this
Lease to any party except in connection with the purchase of Subtenant’s Hangar by such party,
subject at all times to Sublessor’s Right of First Refusal (as defined in Section 14.11). A
Transfer shall include, without limitation, any direct or indirect transfer of any interest in, or
ownership of, Subtenant by any partners, principals, members, or stockholders of Subtenant, as
the case may be.

11.2  Equity Sharing. Subtenant agrees that as additional consideration for this Lease,
and in addition to all other Rents payable to Sublessor, Sublessor shall be entitled to participate
in any ‘“equity” received by Subtenant during the Term. For purposes of this paragraph,
“equity” shall mean any amount paid to Subtenant as consideration for an assignment of this
Lease or sublease of the Premises; provided, however, equity shall not include any base rents or
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additional rents payable to Subtenant by its subtenants. In addition, equity shall include any
proceeds of a loan secured by Subtenant’s leasehold interest in the Premises which are not
expended for permanent leasehold improvements. In the event of any action resulting in “equity”
as described above, Subtenant agrees that Sublessor shall be entitled to a payment equal to four
percent (4%) of any such equity. For purposes of calculating such payment, equity shali be the
total consideration resulting from the transaction including total cash payments and the market
value of non-cash consideration, including, but not limited to, stocks, bonds, deferred payments,
secured and unsecured notes and forbearances, regarding claims and judgments. Prior to
Sublessor’'s consent to any assignment, sublease or refinancing, Subtenant shall deliver to
Sublessor & written statement of all sums due and owing to Sublessor from Subtenant pursuant to
the provisions of this paragraph together with a written acknowledgment from the proposed
assignee, sublessee or lender of the accuracy of Subtenant’s written statement of the amount due
Sublessor. The sum due Sublessor shall be payable in full to Sublessor concurrent with the
closing of the transaction, whether it be an assignment, a sublease or a refinancing.

ARTICLE XII

DEFAULTS; REMEDIES

12.1 Events of Default. The occutrence of any of the following shall constitute a
default and breach of this Lease by Subtenant:

12.1.1 If Subtenant fails to pay Rent ocr any charge as and when due where such
failure continues for ten (10} days after written notice thereof by Sublessor to Subtenant;

12.1.2 If Subtenant fails to perform any of Subtenant’s nonmonetary obligations
under this Lease for a period of thirty (30} days after written notice from Sublessor, including but
not limited to a breach of the “permitted use” provisions of Section 4.1; provided that if more
time is required to complete such performance, Subtenant shall not be in default if Subtenant
commences such performance within the thirty (30)-day period and thereafter diligently pursues
its completion. However, Sublessor shall not be required to give such notice if Subtenant’s
failure to perform constitutes a non-curable breach of this Lease or if Sublessor has provided
notice of such breach to Subtenant three (3) times previously.

12.1.3 If a Transfer occurs without the prior written consent of Sublessor or the
City as provided in Section 11.1.

12.1.4 (a) If Subtenant makes a general assignment or general arrangement for
the benefit of creditors; (b) a petition for adjudication of bankruptcy or for reorganization or
reacrangement is filed by or apainst Subtenant and is not dismissed within thirty (30} days; (c) if
a trustee or receiver is appointed to take possession of substantially all of Subtenant’s assets
located at the Premises or of Subtenant’s interest in the Lease and possession is not restored to
Subtenant within thirty (30) days; or (d) if substantiafly all of Subtenant’s assets located at the
Premises or Subtenant’s interest in this Lease is subjected to attachment, execution or other
judicial seizure which is not discharged within thirty (30) days. If a court of competent
jurisdiction determines that any of the acts described in this Subsection is not a default under this
Lease, and a trustee is appointed to take possession (or if Subtenant remains a debtor in
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possession) and such trustee or Subtenant transfers Subtenant’s interest hereunder, Sublessor
shall receive, as Additional Rent, the difference between the Rent (or any other consideration)
paid in conncction with such assignment or sublease and the Rent payable by Subtenant
hereunder.

The notices required by this Section 12.1 are intended to satisfy any and all notice
requirements imposed by law on Sublessor and are not in addition to any such requirements.

122 Remedies. Upon the occurrence of any default by Subtenant, Sublessor may, at
any time thereafter, with or without notice or demand and without limiting Sublessor in the
exercise of any right or remedy which Sublessor may have, terminate Subtenant’s right to
possession of the Premises at any time by any lawful means, in which case this Leasc shall
terminate and Subtenant shall immediately surrender possession of the Premises to Sublessor.

12.2.1 In the event of any termination of this Lease, Sublessor shall have the
immediate right to enter upon and repossess the Premises, and any personal property or
equipment of Subtenant may be removed from the Premises and stored in any public warchouse
at the risk and expense of Subtenant, and exercise all remedies available to Sublessor, including
levy and execution and foreclosure of any security interest of Sublessor in any of Subtenant’s
property on the Premises.

12.2.2 Sublessor's exercise of any right or remedy shall not prevent it from
exercising any other right or remedy.

ARTICLE X1II

PROTECTION OF CREDITORS

13.1 Subordination. This Lease and all rights of Subtenant herein, and all interest or
estate of Subtenant in the Premises, or any portion thereof, shall be subject and subordinate to the
lien of any mortgage, deed of trust, or other document of like nature, including without limitation
the Master Lease (“Mortgage™), which at any time may be placed upon the Premises, or any
portion thereof, by Sublessor, and to any replacements, renewals, amendments, modifications,
extensions or refinancing thereof, and to each and every advance made under any Mortgage.
Subtenant agrees at any time hereafter, and from time to tine on demand of Sublessor, to execute
and deliver to Sublessor any instruments, releases or other documents that may be reasonably
required for the purpose of subjecting and subordinating this Lease to the lien of any such
Mortgage. It is agreed, nevertheless, that so long as Subtenant is not in default in the payment of
Base Rent and Additional Rent and the performance and observance of all covenants, conditions,
provisions, terms and agreements to be performed and observed by Subtenant under this Lease,
that such subordination agreement or other instrument, release or document shall not interfere
with, hinder or molest Subtenant’s right to quiet enjoyment under this Lease, nor the right of
Subtenant to continue to occupy the Premises, and all portions thereof, and fo conduct its
business thereon in accordance with the covenants, conditions, provisions, terms and agreements
of this Lease. The lien of any such Mortgage shall not cover Subtenant’s trade fixtures or other
personal property located in or on the Premises.
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13.2 Attornment. If Sublessor’s interest in the Premises is acquired by any
beneficiary under a deed of trust, mortgagee, or purchaser at a foreclosure sale or by any new
person or entity as a result of any transfer by Sublessor, Subtenant shall attorn to the ttansferee of
or successor to Sublessor’s interest in the Premises and recognize such transferee or successor as
Sublessor under this Lease. Subtenant waives the protection of any statute or rule of law which
gives or purports to give Subtenant any right to terminate this Lease or surrender possession of
the Premises upon the transfer of Sublessor’s interest.

13.3 Estoppel Certificates.

13.3.1 Within ten (10) business days after Sublessor’s written request,
Subtenant shall execute, acknowledge and deliver to Sublessor a written statement certifying: (a)
that this Lease (and all guaranties, if any) is unmodified and in full force and effect (or, if there
have been any modifications, that the same is in full force and effect, as modified, and stating the
modifications); (b) that this Lease has not been canceled or terminated; (c) the last date of
payment of Rent and other charges and the time period covered by such payment; (d) whether or
not there are then existing any breaches or defaults by such party or the other party known by
such party under this Lease, and specifying such breach or default, if any, or any setoffs or
defenses against the enforcement of any such breach of this Lease (or of any guaranties) on the
part of Sublessor or Subtenant (or any guarantor), as the case may be, to be performed or
complied with (and, if so, specifying the same and the steps being taken to remedy the same) and
() such other statements as required by Sublessor, or any lender or prospective lender, investor
or purchaser. Subtenant shall deliver such statement to Sublessor within ten (10) business days
after Sublessor’s request. Any such statement by Subtenant may be given by Sublessor to any
prospective purchaser or encumbrancer of the Premises. Such purchaser or encumbrancer may
rely conclusively upon such statement as true and correct.

13.3.2 If Subtenant does not deliver such statement to Sublessor within such ten
(10) business day period, (a) Subtenant irrevocably constitutes and appoints Sublessor as its
special attorney-in-fact to execute and deliver the certificate to any third party and (b) such
failure shall constitute a default under this Lease entitling Sublessor to terminate this Lease.
Further, Sublessor, and any prospective purchaser or encumbrancer, may conclusively presume
and rely upon the following facts: (i) that the terms and provisions of this Lease have not been
changed except as otherwise represented by Sublessor; (ii) that this Lease has not been canceled
ot terminated except as otherwise represented by Sublessor; (iii) that not more than one month’s
Base Rent or other charges have been paid in advance; and (iv) that Sublessor is not in default
under this Lease. In such event, Subtenant shall be estopped from denying the truth of such facts.

ARTICLE XIV

MISCELLANEOUS PROVISIONS

14.1 Notices. All notices, demands and requests which may be or are required to be
given, demanded or requested by either party to the other shall be in writing. All notices,
demands and requests shall be sent by United States registered or certified mail, postage prepaid
or by an independent overnight courier service, addressed at the addresses specified in the Basic
Terms or at such other place as either party may.designate to the other party by written notice..

16
Active/43130778.3



Notices, demands and requests which shall be served upon Sublessor by Subtenant, or upon
Subtenant by Sublessor, in the manner aforesaid, shall be deemed to be sufficiently served or
given for all purposes hereunder three (3) business days after being mailed for delivery within
the United States, or one (1) business day after being sent by overnight courier.

142 Sublessor’s Continuing Obligations. The term “Sublessor,” as used in this
Lease so far as covenants or obligations on the part of Sublessor are concerned, shall be limited
to mean and include only the owner or owners at the time in question of the leasehold estate of
Sublessor in the Premises, and in the event of any transfer or transfers or conveyance of such
leaschold estate the then grantor of such leasehold estate shall be automatically freed and
relieved from and after the date of such transfer or conveyance of all liability as respects the
performance of any covenants or obligations on the part of Sublessor contained in this Lease
arising thereafter to be performed, provided that any funds in the hands of such landlord or the
then grantor at the time of such transfer, in which Subtenant has an interest, shall be turned over
to the grantee, and any amount then due and payable to Subtenant by Sublessor or the then
grantor under any provision of this Lease shall be paid to Subtenant.

143 Net Lease. Sublessor and Subtenant do cach state and represent that it is the
intention of each of them that all Base Rent and Additional Rent shall be paid by Subtenant to
Sublessor without abatement, deduction, diminution, deferment, suspcnsion, reduction or setoff,
and the obligations of Subtenant shall not be affected by reason of damage to Premises; nor shall
the obligations of Subtenant be affected by reason of any condemnation, eminent domain or like
proceedings; nor shall the obligations of Subtenant be affected by reason of any other cause
whether similar or dissimilar to the foregoing or by any laws or customs to the contrary.

14.4 Successors. The covenants and agreements herein contained shall bind and inure
to the benefit of Sublessor, its successors and assigns, and Subtenant and its permitted successors
and assigns.

14.5 Captions and Interpretation. The captions of the Articles or Sections of this
Lease are to assist the parties in reading this Lease and are not a part of the terms or provisions of
this Lease. Whenever required by the context of this Lease, the singular shall include the plural
and the plural shall include the singular. The masculine, feminine and neuter genders shall each
include the other. In any provision relating to the conduct, acts or omissions of Subtenant, the
term *“Subtenant” shall include Subtenant’s agents, employees, contractors, invitees, successors
or others using the Premises with Subtenant’s expressed or implied permission.

14.6 Relationship of Parties. This Lease does not create the relationship of principal
and agent, or of partnership, joint venture, or of any association or relationship between
Sublessor and Subtenant, the sole relationship between Sublessor and Subtenant being that of
landlord and tenant.

14.7 Entire Agreement. Any exhibits, addenda and schedules attached hercto
(“Exhibits”) shall be incorporated herein as though fully set forth herein. All preliminary and
contemporaneous negotiations are merged into and incorporated in this Lease. This Lease
Agreement together with the Exhibits contains the entire agreement betwcen the parties. No
subsequent alteration, amendment, change or addition to this Lease shall be binding upon
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Sublessor or Subtenant unless reduced to writing and signed by the party to be charged with their
performance.

14.8  Severability. If any covenant, condition, provision, term or agreement of this
Lease shall, to any extent, be held invalid or unenforceable, the remaining covenants, conditions,
provisions, terms and agreements of this Lease shall not be affected thereby, but each covenant,
condition, provision, term or agreement of this Lease shall be valid and in force to the fullest
extent permitted by law.

14.9 Sublessor’s Limited Liability. Subtenant agrees to look solely to Sublessor’s
interest in the Premises for recovery of any judgment from Sublessor, it being agreed that
Sublessor (and if Sublessor is a partnership, its partners, whether general or limited, and if
Sublessor is a corporation, its directors, officers or shareholders) shall never be personally liable
for any personal judgment or deficiency decree or judgment against it.

14.10 Transfer of Sublessor’s Interest. Should Sublessor sell, exchange or assign this
Lease (other than a conditional assignment as security for a loan), Sublessor, as transferor, shall
be relieved of any and all obligations on the part of Sublessor accruing under this Lease from and
after the date of the transfer and the express assumption of such obligations by the assignee. If
any security deposit or prepaid rent has been paid by Subtenant, Sublessor may transfer the
security deposit or prepaid rent to Sublessor’s successor and on such transfer Sublessor shall be
discharged from any further liability with respect to the security deposit or prepaid rent.

14.11 Right of First Refusal. Subtenant hereby grants to Sublessor a right of first
refusal (the “Right of First Refusal™) to purchase the Hangar on such terms and conditions as
Subtenant would be willing to sell Hangar ([EFANEGARIMBINIBFRI to a third party. At such time
as Subtenant receives an offer from a third party to purchase Hangar ' |
which it wishes to accept (the “Offer”), it shall notify Sublessor of receipt of the Offer and shall
provide Sublessor with a true and accurate copy of the Offer, if the Offer is in writing, or a true
and accurate written description of the Offer. Sublessor shall then have a period of ten (10)
business days, from delivery of such notice in the manner set forth below, within which to enter
into a written agreement of sale and purchase with Subtenant on the same terms and conditions
as are contained in the Offer, including any and all contingencies therein for such matters as,
e.g., inspections, obtaining mortgage financing, zoning matters, or the like, which shall constitute
Sublessor’s exercise of the Right of First Refusal. All dates set forth in the Offer shall be
adjusted to account for any delay between Subtenant’s delivery of notice of the Offer and
Sublessor’s entering into a written agreement of sale and purchase on the same terms and
conditions as are contained in the Offer. (For example: If the Offer is dated March I* and sets
forth a closing date of May 15™, notice of the Offer is delivered to Sublessor on March 6" and
Sublessor exercises its Right of First Refusal on March 12, Sublessor’s agreement with
Subtenant shall be considered to be “upon the same terms and conditions as are contained in the
Offer if it sets forth a closing date of May 27", Dates such as dates for earnest money deposits,
inspection contingencies, and the like shall be similarly adjusted.) Sublessor shall be deemed to
have “entered into a written agreement of sale and purchase with Subtenant™ upon Sublessor’s
timely delivery to Subtenant of a writing signed by Sublessor on the same terms and conditions
as are contained in the Offer; the failure, neglect or refusal of the Subtenant to sign such timely
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delivercd “written agreement of sale and purchase with Subtenant” shall not defeat Sublessor’s
exercise of the Right of First Refusal hereunder.

If Sublessor does not enter. into a written agreement of purchase and sale with Subtenant
and the Hangar is sold, this Right of First Refusal shall be continue with respect to the purchaser
of the Hangar and assignee of this Lease on the same terms and conditions as set forth above.
Sublessor agrees to execute any and all documents which Subtenant may reasonably request to
waive or release the Right of First Refusal not so exercised with respect to Subtenant, but the
rights of the purchaser of the Hangar and assignee of this Lease shall be subject to the Right of
First Refusal in favor of Sublessor. If Subtenant fails to close the purchase and sale of the
Hangar with the third party purchaser, the Right of First Refusal shall continue for the benefit of
Sublessor.

14.12 Survival. All obligations (together with interest on money obligations at the
Maximum Rate of Interest) accruing prior to expiration of the Term of this Lease shall survive
the expiration or other termination of this Lease.

14.13 Attorneys’ Fees. In the event of any litigation or judicial action in connection
with this Lease or the enforcement thereof or the enforcement of any indemnity obligation
hereunder, the prevailing party in any such litigation or judicial action shall be entitled to recover
all costs and expenses of any such judicial action or litigation (including, but not limited to,
reasonable attorneys’ fees, costs and expenditures fees) from the other party. Subtenant shall pay
Sublessor’s reasonable attorneys’ fees incurred in connection with Subtenant’s request for
Sublessor’s consent under any provision of this Lease or in connection with any act which
Subtenant proposes to do and which requires Sublessor’s consent.

14,14 Broker. Each party represents to the other party that no other broker has
negotiated or participated in negotiations of this Lease or is entitled to any commission in
connection therewith. Each party shall indemnify and hold the other harmless from and against
any and all commissions, fees and expenses and all claims therefor by any broker, salesman or
other party in connection with or arising out of such party’s actions in entering into this Lease.

14,15 Governing Law. This Lease shall be governed by the laws of the State of
California. All covenants, conditions and agreements of Subtenant arising hereunder shall be
performable in the county where the Premises are located. Any suit arising from or relating to
this Lease shall be brought in-the county where the Premises are located, and the parties hereto
waive the right to be sued elsewhere.

14.16 Time is of the Essence. Time is of the essence with respect to the performance
of every provision of this Lease in which time of performance is a factor.

14.17 Joint and Several Liability. All parties signing this Lease as Subtenant shall be
jointly and severally liable for all obligations of Subtenant.

14.18 Delivery of Corporate Documents. In the event that Subtenant is a corporation,
Subtenant shall, without charge to Sublessor, at any time and from time to time within ten (10}

_days after written request by Sublessor, deliver to Sublessor, in connection with any proposed

sale or mortgage of the Premises, the following instruments and documents:
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14.18.1 Centificate of Good Standing in the state of incorporation of Subtenant
and in the state in which the Premises are located issued by the appropriate stale authority and
bearing a current date;

14.18.2 A copy of Subtenant’s articles of incorporation and bylaws (or other
constituent documents, as applicable), and any amendments or modifications thereto certified by
the secretary or assistant secretary of Subtenant.

14.19 Provisions are Covenants and Conditions. All provisions, whether covenants or
conditions, on the part of the Sublessor, or on the part of Subtenant, shall be deemed to be both
covenants and conditions.

14.20 Business Days. As used herein, the term “business days” shall mean any day
which is not a Saturday, Sunday or a day on which Banks are permitted to be closed in the State
of California.

THE FOREGOING IS AGREED as of the Effective Date.

SUBTENANT
m.

KSIUTEUNERYNTE R AT

By:

Print Name:

Print Title:

SUBLESSOR
MYF Holdings LLC, a Delaware limited liability company

By:

Print Name: Ray Richmond
Print Title:
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EXHIBIT A

DESCRIPTION OF PROPERTY

A portion of Lot 5A at Montgomery-Gibbs Executive Airport that specifically is shown on the
Master Plot Plan (Attached) with the legal address of:

3748 John J. Montgomery Drive, Hangar 15
San Diego, CA 92123

A-1
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MASTER PLOT PLAN

JOID MONTGOXERY DR,
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