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DEPARTMENT OF PUBLIC WORKS
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JAMESA. NOYES, Director Telephone: (626) 458-5100
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IN REPLY PLEASE
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July 8, 2004

The Honorable Board of Supervisors
County of Los Angeles

383 Kenneth Hahn Hall of Administration
500 West Temple Street

Los Angeles, CA 90012

Dear Supervisors:

LEASE AGREEMENT BETWEEN COUNTY OF

LOS ANGELES AND PACIFIC WEST AVIATION, LLC,
FOR THE CONSTRUCTION OF AN AIRCRAFT STORAGE
HANGAR BUILDING AT WHITEMAN AIRPORT, PACOIMA
SUPERVISORIAL DISTRICT 3

4 VOTES

IT IS RECOMMENDED THAT YOUR BOARD:

1. Find that this lease is exempt from the provisions of the California
Environmental Quality Act (CEQA).

2. Approve and instruct the Chairman to sign the enclosed Lease Agreement
between the County of Los Angeles and Pacific West Aviation, LLC, for
approximately 84,339 square feet of land to construct an aircraft storage
hangar building at Whiteman Airport in the Pacoima Area of the City of
Los Angeles, for a term of 31 years, at an initial monthly rent of $3,373.56,
commencing on August 1, 2004, and terminating July 31, 2035, with three
5-year options for renewal.

3. Instruct the Director of Public Works to make the necessary arrangements
with the County=s contract airport manager and operator for the collection
of all rents to be paid.
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PURPOSE/JUSTIFICATION OF RECOMMENDED ACTION

We are requesting that your Board approve and instruct the Chairman to sign the
enclosed Lease Agreement between the County of Los Angeles and Pacific West
Aviation, LLC, for approximately 84,339 square feet of land to construct an aircraft
storage hangar building at Whiteman Airport in the Pacoima Area of the City of
Los Angeles, for a term of 31 years, at an initial monthly rent of $3,373.56, commencing
on August 1, 2004, and terminating July 31, 2035, with three 5-year options for renewal.
We are also requesting that your Board find that this lease is exempt from the
provisions of CEQA, and instruct the Director of Public Works to make the necessary
arrangements with the County’s contract airport manager and operator for the collection
of all rents to be paid.

On August 13, 1991, your Board approved the Whiteman Airport Master Plan. The
approved Master Plan recommends the addition of aircraft storage hangars to
accommodate the rising demand for these types of facilities. Approval of this lease will
allow development of the vacant and unimproved property into an airport-compatible
use which will also increase airport revenues and reduce maintenance costs. The lease
will be consistent with the adopted Master Plan and will allow for continued use of
vacant land while providing a storage facility to the airport users. It also will provide a
continued revenue flow to the County-s Aviation Enterprise Fund.

The terms of this lease were negotiated by our airport management contractor and
appear to be fair and reasonable.

Implementation of Strategic Plan Goals

This action is consistent with the Strategic Plan Goal of Fiscal Responsibility, as
awarding this lease will provide more revenue to the County which, in turn, will be used
to maintain and upgrade the airports to meet current FAA standards. It also satisfies
the Goal of Service Excellence by providing a more user-friendly airport with improved
aircraft storage facilities for airport users which will accommodate the rising demand for
these types of storage hangars at Whiteman Airport.

FISCAL IMPACT/EINANCING

The initial rental rate for the new lease will be $40,482.72 per year, with annual cost of
living adjustments based on the Consumer Price Index (CPI).
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Our management contractor, American Airports Corporation (AAC), will collect the
revenues. As provided for in our Airport Management Contract Agreement, AAC will
distribute 45 percent of the lease payments into the Aviation Enterprise Fund.

FACTS AND PROVISIONS/LEGAL REQUIREMENTS

This lease has been reviewed from a legal standpoint and approved as to form by
County Counsel.

ENVIRONMENTAL DOCUMENTATION

The proposed lease is a categorically exempt project, as specified in Class 3 (d) of the
Environmental Document Reporting Procedures and Guidelines adopted by your Board
on November 17, 1987, Synopsis 57.

CONTRACTING PROCESS

It is not applicable for this lease.

IMPACT ON CURRENT SERVICES (OR PROJECTS)

Approval of this lease will result in an increase of the customer base at Whiteman
Airport  while allowing development of the unimproved property into an
airport-compatible use, which will increase the airport revenue stream to the County and
reduce maintenance costs.

CONCLUSION

The original and three (3) copies of the lease, executed by Don Goldman, Manager of
Pacific West Aviation, LLC, are enclosed.

1. Please have the Chairman sign the original and all copies, and return three (3)
fully executed, original signature/stamped copies to the Aviation Division.
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2. It is further requested that conformed copies of the lease be distributed to:
a. County Counsel

b. Auditor-Controller, General Claims Division
Assessor, Possessory Interest Division

Re&ecﬁull\j

JAMES A

YES
Director of Public Works

TAG:hz

PACIFIC WEST AVIATION LEASE WHP/B-2

Enc.

cc: Chief Administrative Office
County Counsel
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COUNTY OF LOS ANGELES
STATE OF CALIFORNIA

LEASE AGREEMENT

THIS AGREEMENT made and entered into this day of , by and
among the County of Los Angeles (the “County”), a body corporate and palitic, and a polltlcal subd|V|S|on and
public corporation of the State of California, and Pacific West Aviation, LLC, a limited liability corporation
organized and existing under the laws of the State of California, hereinafter referred to as“L essee”,

WITNESSETH:

WHEREAS, the County of Los Angeles is the owner of the premises known as Whiteman Airport (the
“Airport”); and,

WHEREAS, Director of the Department of Public Works of County, hereinafter referred to as “ Director,”
isthe designated representative for the Board of Supervisorsof County for all matters described herein; and,

WHEREAS, County may, at its discretion, use the services of a designated Contract Airport Manager from
time to time, hereinafter referred to as “Manager,” for the purpose of collecting the rent payments, performing other
property management functions, and enforcing the airport rules and regulations; and,

WHEREAS, the County and Lessee are mutually desirous of entering into a Lease for the use and
occupancy of certain areas at the Airport;

NOW, THEREFORE, for and in consideration of the respective promises and mutual agreements made
by the Parties hereto hereinafter set forth, the County hereby grants to the Lessee the right to use and occupy the
ground area at the Airport shown on Exhibit A, together with al buildings, structures, improvements, additions and
permanent installations constructed and installed therein or thereon (hereinafter called the “Leased Premises’)
during the term of this Agreement upon the following terms and conditions and it is hereby mutudly agreed as
follows:
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SECTION 1
TERM

Theterm of this Lease shall befor athirty one (31)-year period, commencing on and effective as of August
1, 2004, and expiring on July 31, 2035, unless sooner terminated in accordance with the provisions hereof.

Lessee shdl have the right to renew this Lease for three (3) additiona five (5)-year periods commencing
upon the expiration of the original term, by the giving of prior written notice between 180 and 90 days prior
to the expiration of the Lease term, and any renewal periods, to the County of its intent to renew, and
provided that any such renewal shall be upon standard terms, conditions, and provisionsthen in effect at the
Airport.

SECTION 2
LEASED PREMISES

The Leased Premises shown on Exhibit A, attached hereto and made a part hereof, consists of:
211  Unimproved land area consisting of approximately 84,339 square feet.
Lessee shall, at Lessee’ s expense, prior to the effective date of the Lease, provide County with a survey and

legal description of the premises acceptable to County in their sole discretion, prepared by a licensed
surveyor.

SECTION 3
USE OF LEASED PREMISES

The Lessee shall continuously occupy and use the Leased Premises for the following purposes and for no
other purpose whatsoever:

311 Forthesubleasing of hangarsfor the storage of aircraft;
312 Foraircraft charter operations;
313 Forthesde, service and repair of avionics and avionic assemblies;

314 For the maintenance, design, fabrication, repair, overhaul and modification of aircraft and related
parts and equipment;

315 Forthe manufacturing of aircraft and related parts and equipment;

316 Forground and flight school training and instruction;

317  Foraircraft rental and use;

318  For new and used aircraft sales

319 Forthesdeof aircraft parts, components, accessories and allied equipment;
3.1.10 Forthesale of pilot supplies and accessories;

3.1.11 For arcraft management;



3.1.12

3.1.13

3.1.14

For the parking of automobiles and other vehicles operated by officers, employees, invitees and
business visitors of the Lessee, within hangar spaces and in designated parking areas on the land
side of the Leased Premises;

For its business and operations offices in connection with purposes authorized hereunder; and,

For any other activities directly related to activities permitted hereunder, and other uses that may
hereafter be permitted and authorized by County in writing. Lessee shall not use the Leased
Premises, or any portion thereof, for any other purpose unless County or Manager approves such
usein advance, in writing, said authorization not to be unreasonably withheld. County reservesthe
right to charge standard rates and fees for other usesthey may permit.

SECTION 4
RENTS AND FEES

41 For Use and Occupancy of the Leased Premises herein granted, the Lessee agrees to pay to the County
during the period commencing August 1, 2004, and ending July 31, 2005, amonthly rent of $3,373.56.

411

412

Effective on August 1, 2005, and on each succeeding year of this Agreement, the annua rental
payable hereunder shall be adjusted by the Consumer Price Index (“Index”), as hereinafter
defined, asfollows:

41.1.1 The previous year's rent shall be adjusted by that percentage increase reported in the
Index for that twelve (12) month period taken ninety (90) days prior to the date the
annual adjustment is due. The product of the previous year's rent and the Index
percentage is the amount payable to County or its Manager. If the adjusted rent is not
finally determined until after the commencement of the successive year, Lessee shall
nevertheless pay County or its Manager at the rate of the former year’ srent, but only asa
credit against the amount of the adjusted rental when finally determined.

4.1.1.2 Notwithstanding anything to the contrary contained in this lease, the rental payable to
County or its Manager shall never be adjusted to an amount less than the previous year’s
rent.

In the event Lessee chooses to exercise the Options granted in Section 2.2, effective on August 1,
2035 (Option 1), on August 1, 2040 (Option 2), and on August 1, 2045 (Option 3), the monthly
rent shall be adjusted to the standard rent in effect for users of the Airport at that time, or the fair
rental value, whichever is greater. On August 1, 2036, and on August 1% of each year until August
1, 2049, provided a standard rent or fair market value adjustment is not scheduled to occur, the
monthly rent shall be adjusted as set forth in Section 4.1.1 above. In the event County and Lessee
cannot agree upon the rental value before sixty (60) days prior to said August 1% date, the rental
shall be determined as set out in this Section and the following subsections:

41.2.1 Atleast sixty (60) days prior to the commencement of the period for which rent isto be
established, County and L essee shall each appoint an appraiser to appraise the fair rental
value and/or rate of return of the Leased Premises as appropriate, using methods
recognized in the real estate appraisal profession as appropriate for such appraisals. The
Parties shall exchange completed appraisals within sixty (60) days following appointment
of the appraisers. Each Party shall bear al costs and expenses of the appraiser appointed
by it. Failure to comply with any time limit established in this Section or any of its
subsections shall be an incident of default under this Lease. For purposes of this Section,
all appraisers shal be MAI members of the American Institute of Real Estate Appraisers,
or any successor organization, should the American Institute cease to exist.

5
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41.2.2 If the two appraisals contain fair rental value determinations which are within Ten
Percent (10%) of each other, the fair rental vaue shall be the arithmetic average of the
valuesin the two appraisals;

4.1.2.3 Inthe event the two appraisals differ by more than Ten Percent (10%), the Parties shall,
within ten (10) days following the exchange of appraisals, appoint an arbitrator who may
be an appraiser, retired judge, or other person having experience in real estate evaluation
or resolution of disputes. If the Parties cannot agree upon an arbitrator, they shall, within
five (5) days, select aretired judge from the panel maintained by Judicial Arbitration and
Mediation Services. The arbitrator, once appointed, shal within thirty (30) days
following appointment, review the two appraisals and select that one appraisal which, in
the opinion of the arbitrator, most closely represents the fair rental value or rate of return
of the Leased Premises as appropriate. The value set forth in the appraisal shall be used
to establish the new rent for the Leased Premises. The arbitrator shall not hold a hearing,
or receive testimony or evidence, but may request written comments from the Parties to
be submitted on a ecified date within the thirty (30)-day period following his or her
appointment. The only issues to be addressed by the arbitrator are those specified within
this Section and subsection. The locale for the arbitration shall be within the County of
Los Angeles. The sole issue for determination by the arbitrator shall be the fair rental
value of the Leased Premises in accordance with the principles set forth in this Section.
The expenses, subject to assessment by the arbitrator, shall be borne equaly by the
Parties. The materials to be submitted to the arbitrator shall be limited to the data
exchanged between the Parties prior to submission to arbitration. No motions or
discovery shall be permitted as part of the arbitration process. The decison of the
arbitrator shall be in writing. It shall have determined only the specified issue presented,
which will be either the rate of return, or the fair market value or the fair rental value, or
some combination of those three issues. The arbitrator may not impose any other awards
except a sanction for failure to comply with an order made by the arbitrator. Each Party
shall bear its own costs of the arbitration, including one-half of the arbitrator's fees. The
decision of the arbitrator shall be final and binding upon the Parties and shall be
enforceablein any court of law asif it were afinal judgment;

4.1.2.4 Inthe event the rent adjustment process is not completed prior to the beginning of a new
Lease year, Lessee shall continue to pay at the rate in effect at the beginning of the
adjustment period until the adjustment rent is determined. Upon determination of the
adjusted rent, Lessee shall pay the adjusted rental for all subsequent months, and shall
pay to County the difference between the amount paid between the beginning of the new
L ease year and the amount of the rent as adjusted for that period.

Lessee shall have One Hundred and Eighty (180) days from the effective date of the Lease to
begin construction of the project. In the event that the project is not started within that time
period, Lessee shall pay to County a penalty equal to 20% of the base rent, payable per month as
defined in Section 4.1, until the project is started.

Lessee shall have three hundred and sixty-five (365) days from the effective date of the Lease to
complete construction of the project. In the event that the project is not completed (defined as the
Certificate of Occupancy) within that time period, Lessee shall pay to County a penalty equa to
50% of the base rent, payable per month, asdefined in Section 4.1, until the project is compl eted.

In the event the project is not completed within five hundred and forty (540) days from the
effective date of the Lease, County will have the option to a) cancel the Lease; or b) require the
Lessee to pay as additional rent an amount equal to 100% of the base rent, payable per month, as
defined in Section 4.1.

6



4.2

4.3

44

4.5

4.6

4.7

4.8

4.9

The term Index as used herein shall mean the Consumer Price Index for all Urban Consumers, All Items,
for the Los Angeles-Riverside-Orange County area, as published by the Bureau of Labor Statistics of the
United States Department of Labor, 1982-84 base = 100. In the event the base year is changed, the CPI
shall be converted to the equivalent of the base year 1982-84 =100.

421 If the described Index is no longer published, another index generally recognized as authoritative
shall be subgtitute as selected by the Chief Officer of the Bureau of Labor Statistics or its
successors. |f no such government index or computation is offered as a replacement, County and
L essee shall mutually select a percentage for calculating future annual adjustments.

The monthly rent shall be paid on the first day of each month in advance at the office of the Airport
Manager, made payable to American Airports Corporation, or a such other office as may be directed in
writing by the County.

In addition to all other rents and fees set forth in this Section, and commencing upon the effective date of
the Agreement, the L essee shall pay to the County the following fees:

44.1  Any standard fees or charges that may be set or imposed at any time by the County on the
operations at the Airport, which charges shall be applicableto all similar users at the Airport.

442  All commercial uses shall be subject to the rates and fees established for each use at the Airport.
No tenant, subtenant or sublessee shall operate a commercia business on the airport without a
permit and payment of the applicable fees.

Notwithstanding the provisions of Section 4.4, County agrees that Lessee's subtenant, Star Air, Inc., shall
be exempt from all fees or charges imposed pursuant to Section 19.04.580 of the Los Angeles County
Code, during the term of this Agreement, on the first $1.25 million of gross receipts realized by said
subtenant in any calendar year.

County aso agrees that during the term of this Agreement, including any renewal periods, Lessee’ stenants,
subtenants and sublessees shall be obligated to pay any applicable fees or charges imposed by the County,
at arate no greater than the lowest rate applicable to any similar user at any airport owned by the County
within the County of Los Angeles.

Theterm “grossreceipts’ as used herein shall include all monies paid or payable to the Lessee, subtenant or
sublessee for all sales made and for all services rendered at or from the Airport, regardless of the time and
place of receipt of the order therefore, and shall include revenues of any type arising out of or in connection
with the activities of the Lessee, subtenant or sublessee at the Airport under this Agreement except:

471  Any taxes imposed by law, which are separately stated to and paid by customers of the Lessee,
subtenant or sublessee and directly remitted by the Lessee to the taxing or tax collecting
Authority.

The fees specified in Section 4.4 shall be paid by the Lessee, subtenant or sublessee to the County as
follows: on the twentieth (20th) day of each month, provided the County has adopted any fees specified in
Section 4.4 based upon gross receipts, the Lessee, subtenant or sublessee shall render to the County a
statement certified by Lessee's, subtenant’s or sublessee’s principal financia officer showing its gross
receipts and pay to the County the appropriate gross receipts percentage fee.

Upon any termination or the expiration of this agreement, provided the County has adopted any fees
specified in Section 4.4 based upon gross receipts, Lessee shall within twenty (20) days after the effective
date of termination or expiration render to the Gunty a statement showing its gross receipts, certified by
the Lessee’ s principal financia officer, for the monthly period in which the effective date falls and pay to

7
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the County the appropriate gross receipts percentage fee.

Nothing contained in the foregoing shall affect the surviva of the obligations of the Lessee as set forth in
the Sections of this Agreement covering the survival of the Lessee’ s obligations.

L essee acknowledges that late payment by Lessee to County of any Agreement fees will cause County to
incur costs not contemplated by this Agreement, the exact amount of such costs being extremely difficult
and impracticable to fix. Such costs include, without limitation, processing, accounting and interest
charges. Therefore, if any installment of Agreement fees due from Lessee is not received by the tenth (10"
day after the due date, Lessee shall pay to County an additional sum of Five Percent (5%) of the amount
due as an administrative processing charge. The Parties agree that this processing fee represents afair and
reasonabl e estimate of the costs that County will incur by reason of late payment by Lessee. Acceptance of
any processing fee shall not constitute a waiver of Lessee’s default with respect to the overdue amount, or
prevent County from exercising any of the other rights and remedies available to County. Agreement fees
not paid when due shall bear simple interest from date due until paid, a the rate of One-and-One-Half
Percent (1.5%) per month.

SECTIONS
PERFORMANCE AND SURETY BONDS

The Surety Bonds may be waived on the condition that Lessee provides County with the Security Deposit
as stipulated in Section 6 of this Lease, or an irrevocable Letter of Credit in aform acceptable to the County
for the full amount of the construction cost. 1n the event Lessee does not provide the Security Deposit or a
Letter of Credit that is acceptable to County, then Lessee must provide Surety Bonds as stipulated in
Sections 5.2 and 5.3.

Lessee shdll, at its own cost and expense, furnish County or Manager two (2) separate Surety Bonds, in all
respects satisfactory to County. The requirements for such bonds are as follows:

521  Within ten (10) days prior to commencement of any construction as provided herein, Lessee shall
furnish a Surety Performance Bond issued by a surety company licensed to transact businessin the
State of Cdiforniain an amount equal to One Hundred Percent (100%) of the contract price of all
construction required of Lessee pursuant to this Lease, said bond and said company to be in all
respects satisfactory to County. Said bond shall name L essee as principal, said company as surety,
and County as obligee to assure full and satisfactory performance by Lessee of Lessee’ sobligation
contained herein to build, construct, and install improvements. In the event L essee constructs any
improvements by itself, County and Lessee agree that a letter from an accredited lending
institution shall be submitted to County guaranteeing that funds necessary to accomplish any such
construction shall be irrevocably set aside for the sole purpose of completing said construction,
without the right of offset by such ingtitution for other debits. Such bond shall be conditioned
upon faithful performance by L essee of the terms and conditions of the contract. The bond shall be
renewed to provide for continuing liability in the above amount, notwithstanding any payment or
recovery thereon. In the event that Lessee employs a licensed contractor for the construction
herein required and obtains from said contractor or contractors similar bond or bonds in like
amount, in all respects satisfactory to County, upon application by Lessee and upon the naming of
County as an additiona obligee under such bond or bonds, County will accept said contractor’s
bond in lieu of the bonds otherwise required by this paragraph. The bond shall remainin full force
and effect until one year from completion of the building and issuance of a Certificate of
Occupancy.

522  Withinten (10) days prior to commencement of any construction hereunder, Lessee shall furnish a
Corporate Surety Bond issued by a surety company licensed to transact business in the State of
California, with Lessee as principal, said company as surety, and County as obligee, in a sum

8
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6.1

6.2

equal to Fifty Percent (50%) of the aforesaid contract price of such construction guaranteeing
payment for al materia, provisions, provender, supplies, and equipment used in, upon, for or
about the performance of said construction work, or for labor done thereon of any kind whatsoever
for performance of al of the terms and conditions of the Lease, and protecting County or its
Manager from any and al liability, loss or damages arising from failure to make any such payment
or perform any other terms of this Lease. Such bond shall be renewed to provide for continuing
liability in the above amount, notwithstanding any payment or recovery thereon. At their sole
option, County may accept Certificates of Deposit, Cash Deposit, or Time Certificate in lieu of
commercial bondsto meet the requirements of Sections 5.3 and 5.4. Non-cash deposit instruments
shall meet the standards established in the policies and procedures attached hereto as Exhibit D,
shall be made payable to County, and shall be deposited with the Cashier, Los Angeles County
Department of Public Works.

In the event Lessee constructs any improvements by itself or wishes to replace the Surety Bonds described
in Section 5.2 above with a Letter of Credit for the full amount of the construction, County and Lessee
agree that aletter from an accredited lending institution shall be submitted to the County guaranteeing that
the full amount of the funds necessary to accomplish any such construction shall be irrevocable and set
aside for the sole purpose of completing said construction, without the right of offset by such institution for
other debits. The form of Letter of Credit is attached as Exhibit D.

Nothing in this Section 5 shall be deemed to relieve Lessee of the obligation to keep the Leased Premises
fromliens and stop noticesfiled by its contractors, subcontractors, and material suppliers.

SECTIONG6
SECURITY DEPOSIT

A portion of the security deposit may be waived on the condition that L essee provides County with the two
(2) surety bonds as described in Section 5 of this Lease. In the event Lessee does not provide the two
surety bonds that are acceptable to County, then Lessee must provide a security deposit in the amount equal
to six (6) months' rent as a deposit to assure Lessee’ s faithful performance of the terms of this Lease. This
security deposit may be in the form of cash or a Time Certificate or Letter of Credit made payable to the
County and drawn on a bank approved by the County. Should Lessee request, and County approve, the use
of noncash deposit instruments for Lessee to satisfy al requirements described in this Section 6, such
deposit instruments shall meet the standards established in the policies and procedures attached hereto as
Exhibit D, shal be made payable to County, and shall be deposited with the Cashier, Los Angeles County
Department of Public Works. This sum shall be used and applied asfollows:

6.1.1  Thesum of $3,373.56, which is due and payable upon the commencement date of this Agreement,
shall be retained by County or its Manager as a guarantee to cover delinquent rent or other charges
and may be so applied. Inthe event all or any part of said sum so deposited is applied against any
charge due and unpaid, Lessee shall immediately reimburse said deposit upon demand by County
or its Manager so that at all times during the life of this L ease said deposit shall be maintained.

6.1.2  Thesum of $16,867.80, which is due ten (10) days prior to commencement of any construction as
provided herein, will be retained until Lessee completes all construction as shown on Exhibit C
and a Certificate of Occupancy for improvements on the Leased Premises is issued by the local
City or County authority. Upon issue of Certificate of Occupancy, this $16,867.80 Security
Deposit will be returned to L essee within thirty (30) days.

If Lessee fully and faithfully complies with all terms, provisions, covenants and conditions of this Lease,
the $3,373.56 security deposit shall be returned to Lessee at the expiration of the Lease term, or an
accounting given by Manager as to the complete or partial use thereof within fourteen (14) days of Lessee’s
surrender of the Leased Premises.

9



7.1

7.2

7.3

SECTION 7
ACCEPTANCE, CARE, MAINTENANCE
IMPROVEMENTS AND REPAIR

L essee warrants that it has inspected the Leased Premises, and accepts possession of the Leased Premises
and any improvements thereon, if any, “asis’ inits present condition, and subject to al limitations imposed
upon the use thereof by the rules and regulations of the Federal Aviation Administration and by ordinances
of the County, and admits its suitableness and sufficiency for the uses permitted hereunder. Except as may
otherwise be provided for herein, the County shall not be required to maintain nor to make any
improvements, repairs, or restorations d any kind upon or to the Leased Premises, or to any of the
improvements presently located thereon. County shall never have any obligation to repair, maintain or
restore, during the term of this Lease, any improvements placed upon the Leased Premises by Lesseg, its
successors and assigns.

L essee shall, throughout the term of this Agreement, assume the entire responsibility, cost and expense for
al repair and maintenance on the Leased Premises and al improvements thereon, including those proposed
to be huilt in Section 7.5 hereof, in a good workmanlike manner, whether such repair or maintenance be
ordinary or extraordinary, structural or otherwise. Additionaly, Lessee, without limiting the generality
hereof, shall:

721 Keep a dl times, in a clean and orderly condition and appearance, the Leased Premises, al
improvements thereon and all of the Lessee’s fixtures, equipment and personal property which are
located on any part of the Leased Premises; and,

7.2.2  Provide and maintain on the Leased Premises al obstruction lights and similar devices, and safety
equipment required by law; and,

723 Repar any damage caused by Lessee or itsinvitees, tenants, or contractors to paving, soils, water
or other parts of the Leased Premises caused by any oil, gasoline, grease, lubricants, solvents,
flammable liquids, or substances having a corrosive or detrimental effect thereon, and to remediate
any release caused by Lessee or any of itsinvitees, tenants or contractors of any substance that has
aharmful effect on human health or the environment as determined by any regulatory agency; and,

724  Take measures to prevent erosion, including but not limited to, the planting and replanting of
grasses with respect to al portions of the Leased Premises not paved or built upon, and in
particular shal plant, maintain and replant any landscaped areas; and,

725 Be responsible for the maintenance and repair of al utility service lines placed on the Leased
Premises and used by Lessee exclusively, including, but not limited to, water lines, gas lines,
electrical power and telephone conduits and cable lines, sanitary sewers and storm sewers.

726  Lessee hereby waives any and all claims against County and its Manager for compensation for any
and al loss or damage sustained by reason of any defect, deficiency, or impairment of any utility
system, water supply system, drainage system, heating or gas system, or air conditioning system,
electrical apparatus or wire serving the Leased Premises.

In the event Lessee fails: (a) to commence to maintain, clean, repair, replace, rebuild or repaint, within a
period of thirty (30) days after written notice from the County to do any maintenance or repair work
required to be done under the provisions of this Agreement, other than preventive maintenance; or (b)
within a period of ninety (90) days if the said notice specifies that the work to be accomplished by the
Lessee involves preventive maintenance only; or (c) to diligently continue to completion any repairs,
replacement, rebuilding, painting or repainting as required under this Agreement; then, the County may, at
their option, and in addition to any other remedies which may be available to them, enter the premises
10
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involved, without such entering causing or constituting a cancellation of this Agreement or an interference
with the possession of the Leased Premises, and repair, replace, rebuild or paint al or any part of the
Leased Premises or the improvements thereon, and do al things reasonably necessary to accomplish the
work required, and the cost and expense thereof shal be payable to the County by Lessee on demand.

Provided, however, if in the opinion of the County, the Lessee s failure to perform any such maintenance
endangers the safety of the public, the employees or property of the County or other tenants at the Airport,
and the County so states same in its notice to Lessee, the County may, at its sole option, in addition to all
other remedies which may be available to it, elect to perform such maintenance at any time after the giving
of such notice, and Lessee agrees to pay to the County the cost and expense of such performance on
demand. Furthermore, should the County, its officers, employees or agents undertake any work hereunder,
L essee hereby waives any claim for damages, consequential or otherwise, as a result therefrom except for
claims for damages arising from the County’ s sole gross negligence. The foregoing shall, in no way, affect
or dter the primary obligations of the Lessee as set forth in this Agreement, and shall not impose or be
construed to impose upon the County any obligations to maintain the Leased Premises, unless specifically
stated otherwise herein.

Detailed plans and specifications for all major repairs, constructions, aterations, modifications, additions or
replacements (hereinafter referred to as “improvements’), including, without limitation the new facility to
be constructed by the Lessee pursuant to Exhibit C, which is attached hereto and made a part hereof,

undertaken by the Lessee shall be submitted to and receive the written approval of the County, and no such
work shall be commenced until such written approvals are obtained from the County, which approval shall
not be unreasonably withheld or delayed. County shall advise L essee within sixty (60) days after receipt of
the written request, together with copies of the plans and specifications for the proposed improvementsin
sufficient detail to make a proper review thereof, of its approval or disapproval of the proposed work, and
inthe event it disapproves, stating itsreasonstherefore.

Lessee shall construct facility and site improvements at the Leased Premises in accordance with the
Lessee's 2004 proposal, identified in Exhibit C, as modified, supplemented or amended pursuant to the
Airport ateration application review process. Pursuant to Section 7.4, on or before thirty (30) days from
the effective date of this Agreement, Lessee shall submit plans and specifications to the County for their
review and written approval.

751  Lesseg at its sole expense, and prior to the commencement of construction, shall obtain, arrange
for, and bear the cost of al permits or entitlements, including plan check and inspection fees,
licenses, environmental impact reports, site preparation, and surface treatment useful or necessary
for construction, operation or maintenance of the improvements contemplated by this Lease.
Lessee shall aso obtain permits and provide for, at its sole cost and expense, relocation of
facilities of others, and enclosure of Leased Premises as is necessary or required for health or
safety in the construction, operation, and maintenance of the Leased Premises as used by L essee.

752  All proposed landscaping improvements must be aesthetically attractive as reasonably determined
by Manager. All installation and maintenance costs of facilities or landscaping shall be the
responsibility of Lessee for the entire term of the Lease, unless otherwise agreed to in writing by
Manager.

753 At least ten (10) business days prior to commencement of construction, Lessee shall furnish
County and its Manager with written Notice of Intention to commence construction so that County
or its Manager may post upon the Leased Premises a Notice of Non-Responsibility.

754  Lessee agrees that County may have on the site, at al times, during the period of construction of
the said improvements or during any period of additional construction as set forth in Section 7.5
herein, or any aterations and repairs as set forth under this Section 7, a representative of County
who shall have the right to access said construction work and construction processes to ascertain
that said construction work is being performed in accordance with the said fina plans and
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specifications. County will provide for any specia or continuous inspection of the work to be
done under the Lease when special or continuous inspection is required by ordinance, or when
circumstances would normally require the presence of a County inspector. Lessee further agrees
that at the commencement of the construction work, it will notify Manager in writing of the
identity, place of business, and business telephone number of a person who shall be Lessee’s
representative for purposes of communication with Lessee by County’s representative provided
for in thisinspection. Lessee shall notify Manager of any change in this designation, in writing,
immediately.

If Lessee makes any improvements without County approval, then, upon notice to do so, Lessee shall
remove the same or at the option of County cause the same to be changed to the satisfaction of County. If
Lessee fails to comply with such notice within thirty (30) days or to commence to comply and pursue
diligently to completion, County may effect the removal or change and Lessee shall pay the cost thereof to
the County. Lessee expressly agrees in the making of all improvements that, except with the written
consent of County, it will neither give nor grant, nor purport to give or grant, any lien upon the Leased
Premises or upon any improvements thereupon or which is in the process of construction or repair, nor
alow any condition to exist or situation to develop whereby any Party would be entitled, as a matter of law,
to alien against said Leased Premises and improvements thereon, and Lessee will discharge any such lien
within thirty (30) days after notice of filing thereof. County hereby gives notice to al persons that no lien
attachesto any such improvements.

L essee agrees that any such additional construction, additions, aterations, repairs or changes in the Leased
Premises shall not obligate or impose any legal requirement, whatsoever, on County to extend the term of
this Lease.

L essee shall furnish to County such additional construction Performance and Surety Bonds as specified and
required under Sections 5.2 and 5.3 herein, and Lessee further agrees to furnish County and its Manager a
sat of “as-built” Plans and Specification, and a Master Plan of Electrical Circuitry and Plumbing for any
additional construction.

Lessee’ simprovements, erected or constructed upon the Leased Premises, shall remain the property of the
Lesseefor aslong asthis Lease shall remain in effect, but such improvements shall become the property of
the County upon expiration of the Lease or termination of this Lease, free and clear of all claims on the part
of the Lessee on account of any repair or improvement work done under the terms hereof by Lessee. The
vesting of title in the County at the time specified is a part of the consideration for this Lease. The County
shal not be liable to Lessee or Lessee’s contractors or sublessees for the value of any improvements
constructed or located on the Leased Premises.

SECTION 8
STORM WATER

Notwithstanding any other provisions or terms of the Lease, Lessee acknowledges hat the Airport is
subject to federal storm water regulations, 40 CFR. Part 122, for “vehicle maintenance shops’ (including
vehicle rehabilitation, mechanical repairs, painting, fueling, and lubrication), equipment cleaning
operations and/or deicing operations that occur at the Airport as defined in these regulations and, if
applicable, state storm water regulations. Lessee further acknowledges that it is familiar with these storm
water regulations; that it conducts or operates “vehicle maintenance” (including vehicle rehabilitation,
mechanical repairs, painting, fueling and lubrication), equipment cleaning operations and/or deicing
activities as defined in the federal storm water regulations; and that it is aware that there are significant
penaltiesfor submitting false information, including fines and imprisonment for knowing violations.

811 Notwithstanding any other provisions or terms of the Lease, L essee acknowledges that it hastaken
steps necessary to apply for or obtain a storm water discharge permit as required by the applicable
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regulations for the Airport, including the Leased Premises operated by the Lessee. Lessee
acknowledges that the storm water discharge permit issued to the County may name the Lessee as
co-permittee.

812 Notwithstanding any other provisions or terms of this Lease, including the Lessee’ s right to quiet
enjoyment, County and Lessee both acknowledge that close cooperation is necessary to ensure
compliance with any storm water discharge permit terms and conditions, as well & to ensure
safety and to minimize costs. Lessee acknowledges that, as discussed more fully below, it may
have to undertake to minimize the exposure of storm water (and snow melt) to “significant
materials’ generated, stored, handled or otherwise used by the Lessee, as defined in the federd
storm water regulations, by implementing and maintaining “ Best Management Practices.”

813  Lessee acknowledges that the Airport’s storm water discharge permit is incorporated by reference
into this Lease and any subsequent renewals.

Permit Compliance. County will provide Lessee with written notice of those storm water discharge permit
requirements, which are in the Airport’ s storm water permit, that Lessee will be obligated to perform from
time to time, including, but not limited to: certification of non-storm water pollution prevention of similar
plans; implementation of “good housekeeping” measures or Best Management Practices; and maintenance
of necessary records. Such written notice shall include applicable deadlines. Lessee, within seven (7) days
of receipt of such written notice, shall notify County in writing if it disputes any of the storm water

discharge permit requirements it is being directed to undertake. If Lessee does not provide such timely

notice, it is deemed to assent to undertake such requirements. If Lessee provides County with timely

written notice that disputes such storm water discharge permit requirements, County and L essee agree to
negotiate a prompt resolution of their differences. Lessee warrants that it will not object to written notice
from the County for purposes of delay or avoiding compliance.

821  Lessee agrees to undertake, at its sole expense, unless otherwise agreed to in writing between
County and Lessee, those storm water discharge permit requirements for which it has received
written notice from the County. Lessee warrants that it shall meet any and all deadlines that may
be imposed on or agreed to by County and Lessee. Lessee acknowledges that time is of the
essence.

822  County agreesto provide Lessee, at its request, with any non-privileged information collected and
submitted to any governmental entity(ies) pursuant to applicable storm water regulations.

823  Lessee agrees that the terms and conditions of the Airport’s storm water discharge permit may
change from time to time, and hereby appoints County as its agent to negotiate with the
appropriate governmental entity(ies) any such permit modifications.

824  County will give Lessee written notice of any breach by Lessee of the Airport’s storm water
discharge permit or the provisions of this Section 8. Such a breach is materia, and if of a
continuing nature, County may seek to terminate this Lease pursuant to Section 23, Termination
by County. Lessee agreesto cure promptly any breach.

825  Lesseeagreesto participate in any Airport-organized task force or other work group established to

coordinate storm water activities at the Airport.

SECTION9
TRUST DEED BENEFICIARIESAND MORTGAGES

Lessee may, with the prior written consent of the County, give, assign, transfer, mortgage, hypothecate,
grant control of, or encumber Lessee’s interest under this Lease and the leasehold estate so created to a
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bonafide lender limited to State or Federal chartered lending institution, or chartered insurance company or
pension fund on the security of the leasehold estate, and Lessee may execute any and all instruments in
connection therewith necessary and proper to complete such loan and perfect security therefore to be given
to such lender. One (1) copy of any and al such security devices or instruments shall be filed with
Manager no later than seven (7) days after the effective date thereof, and L essee shall give Manager written
notice of any changes or amendments thereto. Any such encumbrance holder shall have the right at any
time during the time of the loan and whilethis Leaseisin full force and effect:

911 To do any act or thing required of Lessee in order to prevent a forfeiture of Lessee's rights
hereunder, and al such acts or things so done shall prevent a forfeiture of Lessee's rights
hereunder asif done by Lessee;

912 To redize on the security of the leasehold estate, and to acquire and succeed to the interest of
L essee hereunder by sale under the power of sale, foreclosure, or by a deed or assignment in lieu
of foreclosure, and thereafter to convey, assign, or sublease said leasehold estate to any other
person; provided, however, that said person shal agree to perform and be bound by any and al
terms, conditions and covenants contained in this Lease.

County is not subjecting itsfee interest to the lien of any leasehold financing obtained by L essee hereunder.
It is the intention of the Parties that County’s fee interest shall be superior and prior to Lessee’ s leasehold
interest; provided, however, that on commencement of the Lease term, the Leased Premises shall be free
and clear of all encumbrances. Thereafter, any Deed of Trust placed on the Leased Premises by County
shall expressly provide that it is subject and subordinate to this Lease, and Lessee's and tenant’s rights
hereunder, or under any sublease, to any mortgage then in existence on the improvements and the leasehold
estate as permitted by this Lease, and to Lessee’s rights as permitted by this Lease subsequently to
encumber the improvements and the leasehold estate.

Thewritten consent of County shall not be required in the case of :

931 A transfer of thisLease asthe result of a sale under the power of sale or at ajudicid foreclosure or
adeed or assignment to the encumbrance holder in lieu of foreclosure, provided the loan complies
with the provisions specified above for abonafide lender;

932 A subsequent transfer by an encumbrance holder who is a purchaser at any such sae or
foreclosure, or an assignee in lieu of foreclosure, if the transferee is an established bank, savings
and loan association, insurance company, or other ingtitutional lender; provided, that in either such
event encumbrance holder forthwith gives notice to County and its Manager, in writing, of any
such transfer forth the name and address of the transferee, the effective date of such transfer, and
the express agreement of the transferee assuming and agreeing to perform al of the obligations
under this Lease, together with a copy of the document by which such transfer was made. Any
such transferee shall be liable to perform the obligations of Lessee under this Lease only so long
as such transferee holds title to the leasehold estate. Such transferee shall be liable to pay County
or its Manager for any period of time prior to the time when such transferee takes possession of
the Leased Premises; provided, however, that such obligations shall not be effective unless County
shall have transmitted encumbrance holder notice of the original Lessee’ s default within sixty (60)
days after such default occurs. Any subsequent transfer of the leasehold estate shall not be made
without the prior written consent of County and shall be subject to conditions relaing thereto, as
set forthin Section 9.1;

9.3.3  Any encumbrance holder shall not be obligated to cure any default or breach if said encumbrance
holder is unable to secure possession of the Leased Premises, and if it is necessary for it to have
possession of the Leased Premises, and if it is necessary for it to have possession in order for it to
cure the default or breach. In the event that a period of time is necessary in order for the
encumbrance holder to completely cure a default or breach, then it shall not be in default so long
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as it exercises diligence and proceeds promptly in curing the default or breach. The encumbrance
holder shall have all the rights to mortgage or other lending documents approved by County as
herein for the appointment of a receiver, and to obtain possession of the premises, under, and in
accordance with, the terms of said Deed of Trust, mortgage or other lending instrument. If the
lender does not prevent the occurrence of default, the premises and all improvements will become
the property of County, which will have no obligation to any person under the loan agreement for
which Lessee sinterest was secured.

SECTION 10
HAZARDOUSWASTE

The Lessee shall be solely responsible for the proper management, storage, and disposal of hazardous
substances and hazardous wastes used, generated, stored, disposed, treated, or caused to be present on the
Leased Premises by the activities of the Lessee. Notwithstanding any other provision of the Lease, the
Lessee shall not treat or dispose of hazardous wastes on the County’s premises. The Lessee shall provide
al required notices, including those mandated under right-to-know laws, of the presence or use on the
Leased Premises of hazardous substances, extremely hazardous substances, or hazardous wastes; shall

provide al notices to appropriate authorities and to County of any releases to the environment of hazardous
substances, extremely hazardous substances, or hazardous wastes; and shall obtain al permits necessary for
the generation, storage, disposal, or treatment of hazardous wastes. The Lessee shall manage used oil and
other petroleum products as required by Federal and state law and regulations. The Lessee shall be solely
liable for the investigation, corrective action, or remediation of any release to the environment caused by
the Lesseg, its invitees, employees, agents, or contractors of any hazardous waste, hazardous substance,

extremely hazardous substance, oil or other petroleum-based substance.

Indemnification. Notwithstanding any other provisions of this Lease, L essee agrees to indemnify and hold
harmless the County and other tenants for any and all claims, demands, costs, (including attorney’s fees),
fees, fines, pendties, charges and demands by and liability proximately caused by Lessee's actions or
omissions, including failure to comply with Lessee's obligations under this Section 10, applicable
regulations, or permits, unless the result of County’sor Third Party’s sole negligence. Thisindemnification
shall survive any termination or non-renewal of this L ease.

Lessee will provide containers and be responsible for the collection and disposal of waste, oils and solvents

generated by Lessee's or sublessee’ s activities.

SECTION 11
ADDITIONAL OBLIGATIONS OF LESSEE

Lessee may store aircraft components, equipment, parts, non-flammable and non-hazardous bulk liquids,
scrap lumber, metal, machinery or other materials related to the conduct of its business on the Leased
Premises, provided, however, that such storage shall be done only within a fully enclosed area screened
from view. No storage may be done on any apron, ramp or taxiway, without prior written approva of the
Manager.

Derelict aircraft, inoperative ground vehicles, unused ramp equipment, scaffolding, hoists and related items
not regularly and routinely in use as part of Lessee’'s business shall not be kept on the Leased Premises
unless such materials are maintained within afully enclosed, permanent structure.

Violation of the requirements of these Sections 11.1 and 11.2 shall be deemed a default if the condition has

not been cured to the satisfaction of the Manager within thirty (30) days of posting of the property or notice
to Lessee to remove said stored equipment or materials.

15



114

115

116

117

118

119

11.10

1111

11.12

1113

1114

1115

Lessee shall conduct its operations hereunder in an orderly and proper manner, considering the nature of
such operation so as not to unreasonably annoy, disturb, endanger or be offensive to others.

Further, Lessee shall take al reasonable measures not to produce on the Airport any disturbance that
interferes with the operation by the County or the Federal Aviation Administration of air navigational,
communication or flight equipment on the Airport.

Lessee shall control the conduct and demeanor of its officers, agents, employees, invitees and, upon
objection from County concerning the conduct or demeanor of any such person, Lessee shall immediately
take all lawful steps necessary to remove the cause of the objection.

L essee shall comply with al environmental, health and safety laws and requirements and any other Federal,
state or municipal laws, ordinances, rules, regulations and requirements applicable to the Leased Premises,
the improvements thereon and its operations at the Airport hereunder. Lessee agreesto allow County access
to premises and records to investigate compliance with al applicable laws if there is reason to suspect
negligence or willful norrcompliance.

Lessee shall comply with al written instructions of the County and applicable Federa, state, and loca
laws, ordinances, and regulations in disposing of trash, garbage and other refuse. The frequency of
remova thereof from the Airport premises shall, a al times, be subject to the rules, regulations and
approval of County. All disposal of trash, garbage, refuse and wastes shall be at regular intervals and at the
expense of the L essee.

Lessee shal not commit, nor permit to be done, anything which may result in the commission of a
nuisance, waste, or injury on the Leased Premises.

Lessee shal not do, nor permit to be done, anything which may interfere with the effectiveness or
accessibility of the drainage system, sewerage system, fire protection system, sprinkler system, aarm
system and fire hydrants and hoses, if any, installed or located on the Leased Premises.

Lessee shall take measures to insure security in compliance with Federal Air Regulations and the Airport
Security Plan.

Lessee shal not do, nor permit to be done, any act or thing upon the Leased Premises, which may
congtitute a hazardous condition so as to increase the risks attendant upon the operations permitted by the
Agreement.

Lessee shall use only aworking supply of flammable liquids within any covered or enclosed portion of the
Leased Premises. The term “working supply”, as used in this Section 11.13, shal mean the amount
consumed by Lessee during any normal work day. Any other supplies of such liquids shall be kept and
stored in safety containers of atype approved by the Underwriters Laboratories.

Except for services permitted under Section 3 hereof to be performed by Lessee or Lessee’ s subcontractors,
Lessee shall provide prompt written notice to the County of any person, firm or corporation performing
aircraft maintenance work, flight instruction of any sort, air taxi, aircraft charter or aircraft leasing of any
sort on the Leased Premises for commercia purposes without avalid permit from the County.

It isthe intent of the Parties hereto that noise, including, but not limited to, noise caused by aircraft engine
operation, shall be held to aminimum. To this end, Lessee will conduct its operations in such a manner as
to keep the noise produced by aircraft engines and component parts theredf, or any other noise, to a
minimum by the use of such methods or devices as are practicable, considering the extent and type of the
operations of the Lessee, but in no event less than those devices or procedures that are required by Federal,
state or locd law. In addition, Lessee shall use its best efforts to minimize prop or jet blast interference to
aircraft operating on or to buildings, structures and roadways now located on, or which, in the future, may
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be located on areas adjacent to the L eased Premises.
SECTION 12
INGRESS AND EGRESS

The Lessee shall have the right of ingress and egress to and from the Leased Premises and the public
landing areas at the Airport by means of connecting taxiways, to be used in common with others having
rightsof passage thereon, except when the Airport is closed to the public.

The use of any such roadway or taxiway shall be subject to the Rules and Regulations of the Airport which
are now in effect or which may hereafter be promulgated. County may, at any time, temporarily or

permanently, close or consent to or request the closing of any such roadway or taxiway and any other way
a, in or near the Leased Premises, presently or hereafter used as such, so long as a reasonable means of

ingress and egress as provided above remains available to the Lessee. The Lessee hereby releases and

discharges the County, its officers, employees and agents, and all municipalities and other governmental

authorities and their respective successors and assigns, of and from any and al claims, demands, or causes
of action which the Lessee may now, or a any time hereafter, have againgt any of the foregoing, arising or
alleged to arise out of the closing of any street, roadway or other area, provided that a reasonable means of

access to the Leased Premises remains available to the Lessee, whether within the Leased Premises or

outside the Leased Premises at the Airport, unless otherwise mandated by safety considerations or lawful

exercise of police power. The Lessee shall not do, or permit anything to be done which will interfere with
the free access and passage of others to space adjacent to the Leased Premises or in any streets or roadways
near the L eased Premises.

SECTION 13
INSURANCE, DAMAGE OR DESTRUCTION

To safeguard the interest of the County, the Lessee, at its sole cost and expense, shall procure and maintain
throughout the term of this Lease insurance protection for “al risk” coverage on the structure and
improvements of which the Leased Premisesis a part, to the extent of One Hundred Percent (100%) of the
actua replacement cost thereof, using an insurance company or companies licensed to do business in the
State of California. If said insurance company becomes financially incapable of performing under the
terms of said policy, the Lessee shall promptly obtain a new policy issued by a financially resporsible
carrier and shall submit such new policy, as previously provided.

13.1.1 Theabove-stated property insurance shall name the County and American Airports Corporation as
Additional Insureds, provide thirty (30) days notice of cancellation or materia change by
registered mail to the Office of the Airport Manager, and have a deductible amount not to exceed
One Thousand Dollars ($1,000.00) per occurrence.

13.1.2 The Lessee shdl provide a copy of the above-stated property insurance policy to the Office of the
Airport Manager at least seven (7) days prior to the inception of the Lease Agreement. Upon the
failure of the Lessee to maintain such insurance as above provided, the County, at its option, may
take out such insurance and charge the cost thereof to Lessee with the next installment of the
monthly fee due hereunder, or may declare a default hereunder pursuant to Section 23 herein.

In the event any improvements, insurable or uninsurable, on the L eased Premises are damaged or destroyed
(except damage or destruction caused by Lessee as set forth in Section 13.6 hereof) to the extent they are
unusable by Lessee for the purposes for which they were used prior to such damage, or same are destroyed,
Lessee shall promptly repair, rebuild, or replace the damaged or destroyed portion of the Leased Premises
asthey were immediately prior to such casualty, except for requirements of construction codes, which shall
be as of the time of repair or replacement.

In the event of damage or destruction to any of the improvements upon the Leased Premises, the County
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shall have no obligation to repair or rebuild the improvements or any fixtures, equipment or other persona
property installed by Lessee pursuant to this Agreement. Upon the failure of Lessee to repair or rebuild,
the County may, as agent of the Lessee, repair or rebuild such damage or destruction at the expense of
L essee, which expense shall be due and payable on demand.

Upon completion of al the work, the Lessee shall certify by a responsible officer or authorized
representative that such rebuilding and repairs have been completed, that al costs in connection therewith
have been paid by the Lessee, that said costs are fair and reasonable, and that said certification shall also
include an itemization of costs. If the insurance proceeds are not sufficient, the L essee agrees to bear and
pay the deficiency. Nothing herein contained shall be deemed to release the Lessee from any of itsrepair,
maintenance or rebuilding obligations under this Lease.

Lessee shall, at its expense, repair and replace any and all fixtures, equipment and other personal property
necessary to properly and adequately continue its Airport business on the Airport, but in no event shall
L essee be obligated to provide equipment and fixtures in excess of those existing prior to such damage or
destruction. During such period of repair or reconstruction, but not to exceed a period of six (6) months,
the rentals provided for elsewhere herein shall be proportionately abated during the period from the date of
such damage, destruction or loss until the same is repaired, replaced, restored or rebuilt, provided Lessee
does not use said damaged L eased Premises or the location thereof for any purposes other than the repair or
rebuilding of same. Such abatement shall not exceed the actua time required for arranging for and the
doing of such work. The proportional amount of reduction of rentals will be directly related to the percent
of Airport business adversely affected. Lessee agrees that such work will be promptly commenced and
prosecuted to completion with due diligence, subject to delays beyond Lessee’ s control.

In the event the improvements on the Leased Premises are damaged or destroyed by fire or other cause by
reason of any negligent act or omission of the Lessee or its employees, this Lease Agreement shall continue
in full force and effect, notwithstanding the provisions of Sections 13.2, 13.3, 13.4 and 13.5 hereof, and the
Lessee shall repair or rebuild the improvements so damaged or destroyed, at Lessee's own cost and
expense, in a good workmanlike manner to the same standards existing at the time of the casualty, subject
to applicable building codes existing at the time of repair or rebuilding.

SECTION 14
LIABILITIESAND INDEMNITIES

County shall not, in any way, be liable for any cost, liahility, damage or injury, including cost of suit and
reasonable expenses of legal services, claimed or recovered by any person whomsoever, or occurring on the
Leased Premises, or as a result of any operations, works, acts or omissions performed on the Leased
Premises, or the Airport, by Lessee, its sublessees or tenants, or their guests or invitees unless said cost,
liability, damage or injury was proxim