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The Honorable City Council
of the City of Los Angeles
City Hall, Room 395
Los Angeles, CA 90012

Subject: APPROVAL OF LEASE WITH SOUTHWEST AIRLINES COMPANY
COVERING PREMISES LOCATED IN TERMINAL 1 AT LOS
ANGELES INTERNATIONAL AIRPORT.

In accordance with Section 606 of the City Charter, the Board of Airport Commissioners
transmits for your approval the Lease with Southwest Airlines Company covering premises
located in Terminal 1.at Los Angeles International Airport.

RECOMMENDA TlON FOR CITY COUNCIL

1. APPROVE the Lease with Southwest Airlines Company at Los Angeles International
Airport.

2. CONCUR in the Board's action authorizing the Executive Director to execute the Lease
with Southwest Airlines Company.

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

The Board of Airport Commissioners, at their meeting held on January 14, 2013 by Resolution
No. 25009, approved the Lease with Southwest Airlines Company subject to the approval of your
Honorable Body is attached.

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

CONCLUSION

Please return the attached Lease with Southwest Airlines Company to the Department of
Airports' Board Office after City Council approval and Certification of that approval.

<~e.ry.;ul~ (.~~.s./J.Jd/-xt~~
Sandra J. Miller - Commission Executive Assistant II
BOARD OF AIRPORT COMMISSIONERS

cc: Trade, Commerce and Tourism Committee
Councilmember LaBonge, E-file
Councilmember Rosendahl, E-file
Councilmember Buscaino, E-file

CAO (Airport Analyst), E-file
CLA (Airport Analyst), E-file
City Clerk's Office, Enc. (one original and one copy)
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Los Angeles
World Airports , BOARD F'ILE NO. LAA-8757

I hereby certify that this Resolution No. 25009
is true and correct, as adopted by the Board of
Airport Commissioners at its Special Meeting
held on Monday, Januaq 14, 2013,

~~ .: ~

RESOLUTION NO, 25009

BE IT RESOLVED that the Board of Airport Commissioners approved a Terminal Facilities
Lease and License Agreement with Southwest Airlines Company in Terminal 1 at Los

LAlOnta"io Angeles International Airport, as referenced on the board report attached herein and made
Van Nuys part hereof, which will generate approximately $9,523,000 in revenue in the first year to Los
Cily of Los Angeles Angeles World Airports; and

LAX

Antonio R, Villaraigosa
Mayor

Board of Air'.. ",1
Commissionei's

BE IT FURTHER RESOLVED that the Board has authorized the Executive Director or
designee to execute said Terminal Facilities Lease and License Agreement upon approval as
to form by the City Attorney and upon approval by the Los Angeles City Council; and

BE IT FURTHER RESOLVED that the issuance of permits, leases, agreements or other
entitlements granting use of an existing facility at a municipal airport is exempt from the
requirements of the California Environmental Quality Act (CEQA) pursuant to Article III Class
1(18)(c) of the Los Angeles City CEQA Guidelines; and

Michael A, Lawson
Pres.ident

Valeria C. Velasco
Vice President

Joseph A. Aredas
Robert D, Beyer

'Bo~d Hight
Ann M, Hollister
Fernando M. Tortes-Gil

BE IT FURTHER RESOLVED that this action is subject to the provisions of Los Angeles City
Charter Section 606.

Gina Marie lindsey
Executive Director

000

Sandra J, Miller- Secretary
BOARD OF AIRPORT COMMISSIONERS
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SUBJECT:b erminal Facilities Lease and License Agreement - Southwest Airlines Company

Approval of a Terminal Facilities Lease and License Agreement with Southwest Airlines Company in
Terminal 1 at Los Angeles International Airport, which will generate approximately $9,523,000 in
revenue in the first year to Los Angeles World Airports.

RECOMMENDA TlONS:

Management RECOMMENDS that the Board of Airport Commissioners:

1. ADOPT the Staff Report.

2. DETERMINE that this action is exempt from the California Environmental Quality Act (CEQA)
pursuant to Article Ill, Class 1(18)(c) ofthe Los Angeles City CEQA Guidelines.

3. APPROVE the proposed Terminal Facilities Lease and License Agreement with Southwest Airlines
Company in Terminal 1 at Los Angeles International Airport that will generate approximately
$9,523,000 in revenue in the first year to Los Angeles World Airports.

4. AUTHORIZE the Executive Director or her designee to execute the Terminal Facilities Lease and
license Agreement with Southwest Airlines Company in Terminal 1 at Los Angeles International
Airport subject to approval as to form by City Attorney and upon approval by the Los Angeles City
Council.

Page 1
SOUTHWEST TERMINAL FACILITIES AND LICENSE

AGRMT.doc
Last saved 1/8/201310:08:17 AM



Staff requests the Board of Airport Commissioners (Board) approve and authorize the Executive
Director to execute the proposed Terminal Facilities Lease and License Agreement in Terminal 1
(Lease) at Los Angeles International Airport (LAX) with Southwest Airlines Company (Southwest).
Concurrent with this action, Los Angeles World Airports (LAWA) and Southwest are seeking
approval from the Board to enter into a Settlement Agreement which settles all outstanding litigation
with Southwest. .

DISCUSSION:

1. Executive Summary

Southwest intends to invest approximately $400,155,000 renovating Terminal 1 at LAX.
Southwest intends to spend an estimated $16,147,000 for proprietary renovations in their
Demised Premises. Pursuant to the lease, LAWA and Southwest have agreed to the following
with respect to the remaining proposed renovations in the amount of $384,008,000: (i) the
Lease requires that Southwest sell, and that LAWA purchase, the non-proprietary airline
improvements constructed in Southwest's Demised Premises in Terminal 1 in an amount not to
exceed $222,422,000 of which LAWA anticipates receiving approximately $29,600,000 of
funding from TSA for approved costs related to the design and construction of a new inline
Checked Baggage Inspection System (CBIS) in Terminal 1 at LAX; (ii) the Lease requires
Southwest to assist the Executive Director in relocating U.S. Airways which will be affected by
Southwest's renovations and LAWA is to issue Southwest rental credits for an amount not to
exceed $14,657,000 to cover expenses related to relocation of US Airways Inc. from Terminal
1 to Terminal 3; and (iii) the Lease stipulates that LAWA shall have an option to purchase
improvements made outside of Southwest's Demised Premises for an amount not to exceed
$146,929.,000, subject to Board approval; however if LAWA does not exercise such option
LAWA will issue rental credits in an amount not to exceed $146,929,000 over the term of the
lease for the value of such improvements.

The proposed Lease will generate approximately $9,523,000 of revenue in the first year during
the construction period. Subsequent rental rates will be determined with rates approved by the
Board.

Litigation and Rental Rate:
In response to increasing security costs, following protracted negotiations with the airlines operating
at LAX, the Board approved a number of actions in late 2006 and early 2007 that were designed to
recover the full amount of costs incurred maintaining and operating terminals (M&O Charges). On
January 22, 2007, the Board approved the Los Angeles International Airport Passenger Terminal
Tariff (Tariff) to recover such costs (Resolution No. 23198).

2. Prior Related Actions

Three distinct series of prior related actions are relevant to this request as follows:

On February 16, 2007, Southwest, together with AirTran Airways, Alaska Airlines, Inc., ATA Airlines,
Frontier Airlines, Midwest Airlines, and US Airways Inc. who constituted domestic airlines occupying
space under the Tariff at LAX, filed an administrative complaint before the U.S. Department of
Transportation (DOT) against LAWA (the case is referred to as "LAX /II"). These airlines generally
alleged that the new terminal charges under the Tariff were unreasonable and unjustly
discriminatory.
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On June 15, 2007, DOT issued its Final Decision. Thereafter the airlines and LAWA both filed
petitions for review of the DOT Final Decision in the U.S. Court of Appeals for the District of
Columbia Circuit. On August 7,2009, the Court of Appeals issued its opinion and remanded certain
issues to DOT for further consideration.

Rental Rate:
On September 17, 2012, the Board approved the' following three items related to Rental Rates in the
terminals at LAX: (i) a new rates and charges methodology applicable to airlines and other
aeronautical users of passenger terminals at LAX (Board Resolution No. 24912); (ii) Revision NO.5
to the Tariff (Board Resolution No. 24913); and, (iii) a Blanket Resolution authorizing the Executive
Director to enter into rate agreements with airlines and approved airline consortiums using Terminals
at LAX ( Board Reosution No. 24914).

To address the continued need for inline CBIS at LAX, LAWA and TSA entered into two additional
funding agreements. On January 12, 2009, the Board approved OTA "HSTS04-09-H-CT1249" for
the partial funding of architecture and engineering services to produce designs for the inline cms
solutions for Terminals 1, 2, 4, 6, 7 and 8 in an amount not to exceed $50 million (Board Resolution
No. 23694). On December 21, 2009, the Board approved MOA "HTSS04-10-H-CT1 022" for the
partial funding of the design, engineering and construction related services for the inline CBIS
solutions in Terminals 1, 2, 4, 6, 7 and 8 in an amount not to exceed $150 million (Board Resolution
No. 23978).

TSA Funding:
As part of the proposed Lease, Southwest will design and construct a new inline CBIS in Terminal 1
at LAX. A portion of the CBIS design and construction costs may be eligible for TSA funding. In
response to new security directives issued after September 11, 2001, LAWA implemented inline
CBIS projects at LAX and Los Angeles/Ontario International Airport (LAfONT). To support the costs
to implement these projects, the TSA transmitted a Letter of Intent to LAWA to partially reimburse
implementation costs.

On September 2, 2003, the Board authorized a Memorandum of Agreement (MOA) between LAWA
and the TSA to reimburse up to 75% of costs related to design, management, and construction of
inline CBIS projects at LAX and LAfONT in an amount not to exceed $256,467,000 (Board
Resolution No.,22031). LAWA agreed to commit the remaining 25% funding necessary to complete
the work. From this MOA, LAWA has received $253,930,357 in TSA reimbursements for initial
design studies conducted at LAX, construction of inline GBIS projects at Tom Bradley International
Terminal (TBIT) and Terminal 3 at LAX, and design and construction of inline CBIS projects at
LAfONT.

To date, LAWA has received receipts and obligations for the two TSA funding agreements totaling
$23,912,730, leaving a balance of $176,087,270 for future projects.

3. Current Action

Staff requests that the Board approve and authorize the Executive Director to execute the proposed
Lease subject to approval as to form by City Attorney and upon approval by the Los Angeles City
Council. Key components of the Lease include:

Term:
The proposed Lease commences on the first day of the month following the Closing Date, as
defined in the Settlement Agreement as the date that the Lease is approved by the Los Angeles City
Council and executed by LAWA, and shall terminate June 30, 2024.
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Reduction of Term: The term was determined based on Southwest's intent to undertake major
improvements to Terminal 1. Should Southwest decide not to proceed with the Terminal 1
Renovations within 90 days after the commencement date of the Lease, the term of the Lease is
reduced to 3 years from the commencement date of the lease.

• Southwest Proprietary Improvements include branded improvements, unique to Southwest's
operational needs, specialty lighting, finishes or other architectural elements specifically
selected by Southwest. The Southwest Proprietary Improvements are estimated to cost
$16,147,000 and will be totally Southwest's responsibility.

Terminal Renovations:
The proposed Lease requires Southwest to make renovations in Terminal 1 as outlined in Schedule
1, Attachment A of the Lease, including but not limited to (i) relocating US Airways Inc" from
Terminal 1 to Terminal 3 to enable renovations to Terminal 1; (ii) improving the passenger security
screening checkpoint; (iii) designing and implementing a new lnline CBIS and baggage sorting
system for Terminal 1; (iv) upgrading hold rooms and associated building infrastructure; (v)
refurbishing the arrival/baggage claim area; (vi) replacing passenger boarding bridges; (vii)
renovating airline support office space; and (viii) replacing aircraft paving sections and associated
fuel hydrant pit locations. .

These renovations, which are estimated to cost approximately $400,155,000, are categorized as
follows:

• Relocations include the relocation of US Airways Inc. to enable the renovations of Terminal
1. Relocations are estimated to cost $14,657,000.

• Terminal 1 Airline Renovations include non-proprietary improvements to Terminal 1 that are
usable by any airline operating in Terminal 1 and located in parts of Terminal 1 classified as
"airline areas", includes a proportionate share of building improvements allocated to "airline
areas" of the terminal. The Terminal 1 Airline Renovations are estimated to cost
$222,422,000 which LAWA will purchase upon completion of renovation components.

• Terminal 1 Terminal Renovations include improvements that are allocated to the "public
areas" of Terminal 1, including expansion of the building footprint, renovations specific to the
"public areas" of Terminal 1, and a proportionate share of the building improvements
allocated to "public areas" of the terminal. The Terminal 1 Terminal Renovations are
estimated to cost $146,929,000. LAWA will provide rental credits to Southwest over the term
of the Lease, including annualized accrued interest at four percent (4%) on the outstanding
principal for the value of such improvements unless LAWA, subject to Board approval,
provides a written notice of its intent to purchase the Terminal 1 Terminal Renovations, in
which case LAWA will pay Southwest the undisputed amount of the Terminal 1 Terminal
Renovations component costs.

Credits Purchase Obligation and Purchase Option:
LAWA's obligation to issue credits for the cost of relocations shall not exceed $14,657,000. LAWA's
total obligation to purchase Terminal 1 Airiine Renovations shall not exceed $222,422,000. Funding
of approximately $29,600,000 expected from TSA for the inline CBIS project will be used to offset
the cost to LAWA of acquiring the Terminal Renovations. Also, should LAWA determine to exercise
the option to purchase the Terminal 1 Terminal Renovations instead of providing rental credits to
Southwest, staff will request additional funding authority not to exceed $146,929,000 when
requesting Board authority to exercise the option to purchase Terminal 1 Terminal Renovations.
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Demised Premises:
On the Lease Commencement Date, the demised premises will consist of approximately 116,270
square feet of space. Following completion of the renovations, to reflect as-built conditions, the
demised premises may be revised by the Executive Director through revision to Exhibit A2 of the
proposed Lease to correct any deficiencies in the description of the constructed premises, subject to
City Attorney approval as to form, so long as the revision does not exceed 2,000 square feet. If the
demised premises need to be adjusted by more than 2,000 square feet, but less than 10% of the
total demised premises square feet shown on Exhibit A2, then the demised premises adjustment will
need Board Approval. Any adjustment in excess of 10% of the demised premises shown in Exhibit
A2 will require Board and City Council approval.

Rent:
Southwest has entered into a Rate Agreement with LAWA. Southwest's rent will be adjusted
pursuant to the terms and conditions of the Rate Agreement while the Rate Agreement is in effect.

Equipment Lease:
Upon completion of approved renovations projects including the inline baggage handling system and
jet bridge renovations, LAWA will purchase the improvements from Southwest and lease these
improvements to Southwest.

Performance Guarantee:
The initial amount shall be the amount reflected on the Basic Information Schedule as the
"Performance Guaranty Amount", which is three times the sum of the amount of the initial estimated
monthly installments of the Base Rent, and all other additional rent in the form of an irrevocable
letter of credit. The Performance Guaranty amount shall be adjusted at any time the estimated
monthly installment increases by 10%.

Preferential Gates and Gate Use:
Twelve preferential gates to Southwest. The proposed Lease provides for certain gate use protocols
and preferential gate use rights.

The following is a summary in table format of the proposed Lease:
Description Proposed Terms
Term:

Lease Commencement Lease Execution

Expiration June 30, 2024

Estimated Demised Premises: 116,270 square feet

First Year Rent: $9,523,000

Staff requests that the Board approve and authorize the Executive Director to execute the proposed
Lease with Southwest, subject to approval as to form by City Attorney and upon approval by the Los
Angeles City Council.
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Southwest intends to invest approximately $400,155,000 in renovating Terminal 1 at LAX.
Southwest intends to fund an estimated $16,147,000 for proprietary renovations and the remaining
balance of $384,008,000 is subject to rental credits and/or acquisition by LAWA. Staff requests that
the Board allocate funds in a not-to-exceed amount of $222,422,000 from the LAX Revenue Fund to
WBS Element 1.13.11-700 (Terminal 1 Renovations) as needed to reimburse Southwest and/or
provide rental credits for Terminal 1 renovations as identified in the Current Action section and
further delineated in the lease with Southwest Airlines.

4. Alternatives Considered

Do Not Enter into the Lease - Approval of this Lease is a condition of the Settlement Agreement.
Not approving the Lease would prevent a closing condition of the Settlement Agreement, and
discourage Southwest from performing Terminal 1 renovations which will hinder Southwest's ability
to better accommodate its passengers.

FISCAL & ECONOMIC IMPACT STATEMENT:

Approval of the proposed Lease will provide approximately $9,523,000 in revenue from Lease
commencement though December 31, 2013.

This item will not have an impact on the LAWA Operating Budget.

STANDARD PROVISIONS:

1. The issuance of permits, leases, agreements or other entitlements granting use of an
existing facility at a municipal airport is exempt from the requirements of the California
Environmental Quality Act (CEQA) pursuant to Article III, Class 1(18)(c) of the Los Angeles
City CEQA Guidelines.

2. Actions taken on this item by the Board of Airport Commissioners will become final
pursuant to the provisions of the Los Angeles City Charter, Section 606.

5. Small Business Enterprise Program does not apply to leases.

3. The Lease is subject to approval as to form by the City Attorney.

4. Southwest Airlines Company will comply with the provisions of the Living Wage/Service
Contractor Worker Retention Ordinances.

6. Southwest Airlines Company will comply with the provisions of the Affirmative Action
Program.

9. Southwest Airlines Company has approved insurance documents, in the terms and
amounts required, on file with Los Angeles World Airports.

7. Southwest Airlines Company is not required to obtain a Business Tax Registration
Certificate for this Lease Agreement.

8. Southwest Airlines Company will comply with the provisions of the Child Support
Obligations Ordinance.
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10. This action is not subject to the provisions of City Charter Section 1022 (Use of
Independent Contractors).

11. Southwest Airlines Company must submit the Contractor Responsibility Program Pledge of
Compliance and comply with the provisions of the Contractor Responsibility Program.

12. Southwest Airlines Company must be determined by Public Works, Office of Contract
Compliance, with the provisions of the Equal Benefits Ordinance prior to execution of the
Lease Agreement.

13. Southwest Airlines Company will be required to comply with the provisions of the First
Source Hiring Program for all non-trade LAX Airport jobs.

14. Southwest Airlines Company has submitted the Bidder Contributions CEC Form 55 and will
comply with its provisions.
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THE CITY OF LOS ANGELES,
DEPARTMENT OF AIRPORTS,

Landlord

and

SOUTHWEST AIRLINES CO.,
Tenant

TERMINAL FACILITIES LEASE AND LICENSE AGREEMENT

Dated as of------

Terminall
Los Angeles International Airport
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TERMINAL FACILITIES LEASE AND LICENSE AGREEMENT

THIS TERMINAL FACILITIES LEASE AND LICENSE AGREEMENT (this "Lease")
is made as of ,20_ between the CITY OF LOS ANGELES, acting
by and through the Board of Airport Commissioners of its Department of Airports, as landlord
and licensor (the "Landlord"), and SOUTHWEST AIRLINES CO., as tenant and licensee (the
HTenant'l) and shall be effective on the Commencement Date (as defined below).

RECITALS

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

WHEREAS, the Landlord and the Tenant are parties to a Settlement Agreement (the
"Settlement Agreement") dated January 14,2013 (the "Settlement Execution Date") whereby the
Tenant and the Landlord settled certain claims and matters as more particularly described in the
Settlement Agreement;

WHEREAS, one of the conditions of the Settlement Agreement is that the Landlord and
the Tenant enter into this Lease, which Lease is to include the Landlord and the Tenant's
agreement regarding certain fmancial aspects of the proposed renovations, including the
Landlord's repurchase options and the Landlord's reimbursement obligations;

WHEREAS, the Landlord and the Tenant have entered into the Settlement Agreement to
resolve certain issues between the parties and to facilitate improvements to their working
relationship, and desire to continue improving their working relationship.

NOW, THEREFORE, in consideration of the mutual agreements contained in this Lease,
the Landlord and the Tenant agree with each other as follows (certain terms used in this Lease
and not defined elsewhere in the text of this Lease, are used with the meanings specified in
Section 24; terms defined elsewhere in the text of this Lease are listed in the Index of Defined
Terms appearing following the Table of Contents):

AGREEMENT

1. Term; Demise; Grant of License; Terminal 1 Renovations

1.1. Tenn.

1.1.1. This Lease shall commence on the first day of the month following the
Closing Date (the "Commencement Datell

) and shall terminate on June 30. 2024 (the
"Term"), unless earlier terminated pursuant to the terms hereinafter set forth.

1.1.2. Reduction of Tenn.

(a) The Tenant acknowledges the term of this Lease was determined
by the Landlord on the assumption that the Tenant intends to make significant
renovations to their Demised Premises. Notwithstanding Section 1.1.1, should the
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Tenant decide not to proceed with the Terminal! Renovations (defined below)
within 90 days after the Commencement Date, the Tenant shall provide written
notice (the date of such notice, the "Notice Date") of such decision to the
Landlord and this Lease shall terminate three (3) years from the Commencement
Date. Ifthe Tenant has caused to be prepared design plans for the Tl Non-
Proprietary Renovations, as such design plans may be of use in the future for the
Landlord's proprietary use, the Tenant shall sell and the Landlord shall purchase
such design plans at filly percent (50%) of the actual costs incurred prior to the
Notice Date by the Tenant for the TI Non-Proprietary Renovations design plans;
provided that such purchase price shall not exceed Two Million Dollars
($2;000,000). lithe Tenant has undertaken expenditures related to the relocation
of US. Airways as provided in Section 1.4.2 herein when, when notice is given
under this Section 1.1.2( a) and notwithstanding anything to the contrary in
Section 1.4.2, the Landlord shall issue the Relocation Rental Credit in the amount
of undisputed Relocation Expenses incurred by the Tenant up to the date of such
notice, which Relocation Rental Credit shall not exceed Six Million Six Hundred
Thousand Dollars ($6,600,000).

(a) City Improvements.

(b) The Tenant agrees that the design plans purchased by the Landlord .
pursuant to Section 1.1.2(a) shall belong to and be the sole property ofthe
Landlord. The Tenant warrants that the deliverables provided to the Landlord
under Section 1J .2(a) will not infringe any intellectual property rights of any
third party.

1.1.3. Early Tennination Options.

(i) The Tenant acknowledges that the Landlord may
undertake improvements at the Airport (the "City Improvements")
that may have a material effect on the use of certain areas of the
Terminal and the aircraft parking areas adjacent to the Terminal
and which may have a material effect on the use of the Demised
Premises. The Landlord shall consult with the Tenant in advance
of construction of the City Improvements regarding the
construction and post -construction impacts in or near the Terminal,
In the event the Tenant determines that the effects 'of the
anticipated construction of the City Improvements materially affect
the Tenant's use of the Demised Premises, the Tenant shall have
the option to terminate this Lease by providing the Landlord a 180
day advance written notice (the "Termination Notice"), which
notice shall be provided to the Landlord prior. to the
commencement by the Landlord of the construction of the City
Improvements.

(ii) Purchase of Tenninal 1 Renovations. If the Tenant
exercises its right to terminate the Lease pursuant to Section
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L1.2(a)(i) above, the Landlord will purchase, subject to Board
approval, the Southwest Renovations and the Tl Non-Proprietary
Renovations to the extent that such improvements have not been
purchased by the Landlord pursuant to Section 1.4.3 below. The
purchase price for any Southwest Renovations shall be as follows:
the purchase price for any Southwest Renovations that has not
been completed as of the date of the Termination Notice (the
"Termination Notice Date") shall be the actual out-of-pocket
expenses incurred by the Tenant up to the Termination Notice Date
attributable to such Southwest Renovations, and the purchase price
for any Southwest Renovations that has been completed prior to
the Termination Notice Date shall be the undepreciated cost as of
the Termination Notice Date of the Southwest Renovations. The·
purchase price for any Tl Non-Proprietary Renovations shall be as
follows: the purchase price for any Tl Non-Proprietary
Renovations that has not been completed as of the Termination
Notice Date shall be the actual out-of-pocket expenses incurred by
the Tenant up to the Termination Notice Date for such TI Non-
Proprietary Renovations, and the purchase price for any TI Non-
Proprietary Renovations that has been completed prior to the
Termination Notice Date shall be pursuant to Section 1.4.3 below.
The Landlord shall only be obliged to purchase the Southwest
Renovations and Tl Non-Proprietary Renovations for which the
consent of the Landlord has been obtained under Section 4 (and
absent any condition to the contrary under the terms of the
Landlord's consent), and only to the extent that the Tenant has
clear title to such renovations as of the Termination Notice Date.
For the purposes of this Section 1.1.2(a)(ii), the undepreciated cost
of any Southwest Renovations shall be calculated on the straight-
line method from the date of completion of such renovation to the
date of the expiration ofthe Tenn.

1.2. Demise.

1.2.1. Upon and subject to the conditions and limitations set forth in this Lease,
the Landlord hereby leases to the Tenant, and the Tenant hereby leases from the
Landlord, the Demised Premises as described and delineated in Exhibit A-I.

1.2.2. Following the completion of the Terminal 1 Renovations (as defined
below), the Demised Premises shall be as described and delineated in Exhibit A-2;
provided, however, 0) minor rnodification(s) of the Demised Premises, not to exceed a
cumulative total of 2,000 square feet, may be made by the Executive Director by an
amendment to Exhibit A-2, subject to City Attorney approval as to' form, with an
appropriate adjustment in rental charges without the prior approval or 1aterratification by
the Board or the City Council, and (ii) minor moclification(s) of the Demised Premises,
not to exceed a cumulative total of ten percent (10%) of the Demised Premises as
delineated in Exhibit A-2, may be made by the Board by an amendment to Exhibit A-2,
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subject to City Attorney approval as to form, with an appropriate adjustment in rental
charges without the prior approval or later ratification by the City Council. If, following
the completion of the Terminal l Renovations (as defined below), minor modification(s)
of the Demised Premises exceed a cumulative total often percent (10%) of the Demised
Premises as delineated in Exhibit A-2, such modification shall be subject to approval by
the Board and City Council.

1.4. Terminal 1 Renovations.

1.3. Grant of License.

1.3. L In connection with the lease ofthe Demised Premises, the Landlord grants
to the Tenant a non-exclusive license to use the Common Use Areas and Public Area in
the Terminal, which license shall expire simultaneously with the expiration or earlier
termination of the Tenn.

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

1.4.1. Generally. The Landlord acknowledges that the Tenant shall make
various renovations to the Terminal (such renovations, the "Terminal 1 Renovations")
during the Term, which renovations shall be subject to Section 4 of this Lease. In
addition to the requirements of Section 4, the Tenant shall also provide with its request
for consent for the Terminal 1 Renovations pursuant to Section 4, detailed drawings,
plans and cost estimates, which shall include all estimated soft and hard costs,of each of
the Terminal 1 Renovations, A summary list, including the Tenant's cost estimates., of
the Terminal 1 Renovations as of the Settlement Execution Date is attached hereto as
Schedule 1-Attachment A. The Tenant shall provide to the Landlord a detailed scope of
the Terminal 1 Renovations within the later of: (i) June 15, 2013, or (ii) ninety (90) days
after the execution of the Lease by the Landlord. The Landlord and the Tenant agree that
the Tenant shall pay for any and all costs associated with the Terminal 1 Renovations,
subject to purchase as provided below. The Tenant acknowledges that long term
construction in the terminals at the Airport would cause inconvenience and disruption to
the traveling public. Therefore, the Tenant agrees to complete all Terminal 1
Renovations, excluding the connector and canopy between the Terminal and Terminal 2,
within forty-two (42) months of the Settlement Execution Date; provided. however, that
such requirement to complete the Terminal 1 Renovations within the aforementioned
time frame may be extended by the Executive Director by up to eighteen (18) months if:
(i) the Tenant demonstrates, in writing to the Executive Director, the need for such an
extension due to extraordinary financial issues affecting the aviation industry as a whole,
which may be evidenced, among other things, by a significant decline in passenger traffic
at the Airport; and the Executive Director, in his or her sole discretion, concurs with such
need, including the Tenant's evidence of such need, and provides the Tenant with a
written approval of such extension, or (ii) the Tenant demonstrates, in writing to the
Executive Director, the need for such an extension due to delays in the relocation of US.
Airways from the Terminal that are beyond the reasonable control of the Tenant and the
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Executive Director, in his or her sole discretion, concurs with such need, including the
Tenant's evidence of such need, and provides the Tenant with a written approval of such
extension, ely (iii) one or more Force Majeure events delays progress of the Terminal 1
Renovations.

(a) Prevailing Wage. Construction, alteration, demolition, installation,
repair or maintenance work performed on the Laridlord's property may require
payment of prevailing wages in accordance with federal or state prevailing wage
and apprenticeship laws. The Tenant is obligated to make the determination as to
whether prevailing wage laws are applicable, and shall be bound by .and comply
with all applicable provisions of the California Labor Code and federal, state and
local laws related to labor. The Tenant shall indemnify and payor reimburse the -
Landlord for any damages, penalties or fines (including, but not limited to,
attorneys fees and costs of litigation) that the Landlord incurs, or pays, as a result
of noncompliance with applicable prevailing wage laws in connection with the
work performed for the Terminal 1 Renovations.

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

(b) Competitive BiddinglProposals. The Tenant recognizes and
accepts that the contractor selection procedures specified herein are intended to
promote pricing and responsive and responsible proposals in a fair and reasonable
manner. As such, the selection of contractors for the design and construction of
the Terminal 1 Renovations shall be based upon .competitive bids or proposals as
follows:

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

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

(0) Warranty. The Tenant warrants that the services provided herein
shall conform to the highest professional standards pertinent to respective
industry. The Tenant warrants that all materials and equipment furnished for the
Terminal 1 Renovations will be new and of good quality Unless otherwise
specified, and that all workmanship will be of good quality, free from faults and
defects and in conformance with the design documents approved by the City of
Los Angeles Department of Building and Safety,
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(d) Rules and Regulations.

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

(ii) The Tenant shall. comply with the Title VI of the Civil
Rights Act of 1964 relating to nondiscrimination. Additionally, FAR
Clause 52.203-11 "Certification and Disclosure Regarding Payments to
Influence Certain Federal Transactions" is incorporated herein by
reference into this Lease. Contracts awarded by the Tenant as a result of
the Terminal 1 Renovations must comply with Federal provisions
established by laws and statutes.

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

(e) Independent Contractor. In furnishing the services provided in this
Section 1.4, the Tenant is acting as an independent contractor. The Tenant is to
furnish such services in its own manner and method and is in no respect to be
considered an officer, employee, servant or agent of the Landlord.

(f) Project Labor Agreement. The Landlord, through its agreement
coordinator, has entered into a project labor agreement with various trades (the
"PLA"). The Tenant agrees to require its general contractor(s) to sign the Letter
of Assent, attached hereto as Exhibit B, agreeing to be subject to the terms of the
PLA.

1.4.2. Tenninall Relocations.

(a) In accordance with Section 633 of the Los Angeles City Charter,
the Executive Director has the authority to designate and assign space in the
terminals. Accordingly, the Exe.cutive Director shall designate and assign space
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as appropriate to support the Tenant's TenninaI 1 Renovations, which renovations
necessitate the relocation of U.S. Airways. To assist the Executive Director, the
Tenant agrees to develop and provide the Landlord with a relocation plan (the
"Relocation Plan"), which plan outlines the relocation schedule of U. S, Airways,
the. proposed location of where U.S. Airways would be relocated, and the
estimated Relocation Expenses, which cost estimates shall include specific line
item costs. The Executive Director has the authority to make any necessary
changes to any part of the Relocation Plan that he or she, in the exercise of his or
her sale discretion, deems appropriate. The Tenant shall consult the Landlord and
U.S. Airways at all stages of the implementation of the Relocation Plan. In
addition to the relocation of U.S. Airways, the Tenant shall also assist the
Executive Director in relocating other users using space in the Terminal and in
Terminal 3 that are impacted by the Tenant's Terminal l Renovations and the
U.S. Airways' relocation and agrees to pay for any and all relocation expenses
incurred by such other users.

(b) Relocation Expenses/Relocation Rental Credit.

(i) The Tenant agrees to pay for the Relocation Expenses.
Relocation Expenses that are incurred by the Tenant and that are
determined to be reasonable by the Landlord shall be approved and
qualified for Relocation Rental Credit.

(ii) The Landlord agrees to issue a Relocation Rental Credit to
the Tenant which maybe applied against any amounts due to the Landlord
from the Tenant for the use of space in terminals at the Airport; provided,
however, that the total amount of Relocation Rental Credit shall not
exceed Fourteen Million Six Hundred Fifty-Seven Thousand Dollars
($14,657,000). On or after the Relocation Construction Completion Date,
the Tenant shall submit a request to the Landlord for the Relocation Rental
Credit along with all documentation requested by the Landlord to make its
determination of the amount of the Relocation Rental Credit. The
Executive Director, or his or her designee, after receipt of such request,
shall make his or her determination of the amount ofthe Relocation Rental
Credit and shall issue such credit within sixty (60) days of receipt of all
documentation requested by the Landlord to make its determination of the
amount of the Relocation Rental Credit. To the extent the Landlord
disputes a portion of the request for Relocation Rental credi t or there is
insufficient documentation, the Landlord shall have the right to withhold
crediting any disputed or undocumented amounts until such amounts have
been verified and documented to the reasonable satisfaction of the
Landlord. If there is a dispute regarding the amount of, orinsufficient
documentation with respect to, such credit, then the Landlord shall issue
the amount of the Relocation Rental Credit that is not disputed and has
been documented within sixty (60) days, The Landlord shall also submit
to the Tenant an explanation of the disputed amount or the required
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documentation within the above-mentioned sixty (60) days. The Tenant
shall respond within thirty (30) days and the Parties shall meet to resolve
any disputes or documentation issues within thirty (30) days of the
Tenant's response. Upon the first issuance of any amount of the
Relocation Rental Credit, title to all improvements constituting Relocation
Expenses shall vest in the Landlord;

(b) T1 Non-Proprietary Renovations- Airline Space.

1.43. Tenninall Renovations.

(a) Classification of Tenninal1 Renovations. Prior to the Tenant's
request for consent for the Terminal l Renovations pursuant to the requirements
of Section 4. the Landlord and the Tenantshall mutually agree on which Terminal
1 Renovations are (i) Southwest Renovations or (ii) Tl Non-Proprietary
Renovations, The Landlord and the Tenant shall amend Schedule 1 - Attachment
A to reflect such agreement. The Executive Director shall have the authority to
execute such amendment, subject to approval as to form by the City Attorney,
without further approval of the Board; provided, however, that such amendment
shall not increase the amount to be paid by the Landlord to the Tenant pursuant to
the terms of this Lease.

(i) The Tenant shall sell, and the Landlord shall purchase, the
Tl Non-Proprietary Airline Renovations. The Tl Non-Proprietary Airline
Renovations are identified in Schedule l-Attachtnent A. The Landlord
shall pay the Tenant, within sixty (60) days of the Tl Non-Proprietary
Airline Renovations Component Completion Date, the amount of the Tl
Non-Proprietary Airline Renovations Component Acquisition Cost. The
estimated cost for each Tl Non-Proprietary Airline Renovations
Component is set forth in Schedule 1 - Attachment A. The aggregate
amount of Tl Non-Proprietary Airline Renovations Component
Acquisition Cost for all Tl Non-Proprietary Airline Renovations
Components, including principal and interest, payable by the Landlord to
the Tenant, shall not exceed Two Hundred Twenty-Two Million Four
Hundred Twenty-Two Thousand Dollars ($222,422,000).
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(ii) Disputes. Notwithstanding the foregoing, the Landlord
shall have the right to dispute the amount of the TI Non-Proprietary
Airline Renovations Component Acquisition Cost. To the extent that .the
Landlord disputes a portion of the T1 Non-Proprietary Airline
Renovations Component Acquisition Cost, or there is insufficient

.documentation with respect thereto, the Landlord shall so notify the
Tenant within sixty (60) days ("Tl Non-Proprietary Airline Renovations
Component. Payment Date") of any T1 Non-Proprietary Airline
Renovations Component Completion Date and shall have the right to
withhold any disputed amounts until such amounts have been verified and
documented to the reasonable satisfaction of the Landlord. The Landlord
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shall also submit to the Tenant an explanation of the disputed amount or
the required documentation prior to the TI Non-Proprietary Airline
Renovations Component Payment Date. The Tenant shall respond within
thirty (30) days and the Landlord and the Tenant shall meet to resolve any
disputes or documentation issues within thirty (30) days of the Tenant's
response.

(iii) In-Line Baggage Screening System. As part of the TI
Non-Proprietary Airline Renovations, the Tenant has been granted
permission to implement the Security Program In-Line Baggage Screening
Systems Terminal I Project at the Airport (the "Project"). The Project
will involve developing the designs to address the modification and
construction requirements needed for a checked baggage inspection
system ("CBIS") solution in the Terminal as well as the actual
construction of the CBIS. The Landlord and the TSA entered into (i) an
Other Transaction Agreement (HSTS04-09-H-CT1249)(LAA-8470)(the
"OTA))) on January 12,2009 attached hereto as Schedule I~Attachment B
and incorporated by reference into this Lease for the partial funding of
architecture and engineering services to produce designs for the inline
CBIS solutions for Terminals 1,2,4,6, 7 and 8, and (ii) a Memorandum
of Agreement (HTS04~10-H-CTI022)(LAA-8520)(the "MOAn) on
February 4, 2010, attached hereto as Schedule 1 - Attachment C and
incorporated by reference into this Lease for the partial funding of the
design, engineering and construction related services for the in-line CBIS
solutions in Terminals 1, 2, 4, 6, 7 and 8. The Tenant shall have the sale
responsibility for complying with the requirements outlined in the OTA,
MOA and Schedule I-Attachment D attached hereto and incorporated by
reference into. this Lease such that the Landlord will receive funding for
the Project from the TSA.

(iv) For each Tl Non-Proprietary Airline Renovations
Component, upon the payment of such TI Non-Proprietary Airline
Renovations Component Acquisition Cost, title to such Non-Proprietary
Airline Renovations Component shall vest in the Landlord.

(c) Tl Non-Proprietary Renovations - Terminal Space. The Landlord
shall have the option to purchase the T1 Non-Proprietary Terminal Renovations at
any time during the term of the Lease.

(i) Prior to First Option Date.

(A) If the Landlord wishes to exercise its option under
Section 1.4.3(c) by the First Option Date, the Executive Director,
subject to Board approval, shall provide written notice of its intent
to purchase the Tl Non-Proprietary Terminal Renovations and
shall pay the Tenant the undisputed amount of the Tl Non-
Proprietary Terminal Renovations Acquisition Cost according to
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Section 1.4.3{c)(i)(B) below. The total amount the TI Non-
Proprietary Terminal Renovations Acquisition Cost shall not
exceed One Hundred Forty-Six Million Nine Hundred Twenty-
Nine Thousand Dollars ($146,929>000).

(B) If the Landlord has exercised its option pursuant to
Section 1.4.3(c), the Landlord shall pay the Tenant, within sixty
(60) days of each TI Non-Proprietary Terminal Renovations
Component Completion Date, the amount of such TI Non-
Proprietary Terminal Renovations Component Acquisition Cost,
The estimated cost for each TI Non-Proprietary Terminal
Renovations Component is set forth on Schedule 1 - Attachment
A. Upon payment of any portion of the TI Non-Proprietary
Terminal Renovations Acquisition Cost, title to the TI Non-
Proprietary Terminal Renovations, in its entirety, shall vest in the
Landlord. .

(ii) After the First Option Date.

(A) If the Landlord does not exercise its option under
Section 1.4.3(c) by the First Option Date, on the First Option Date
the Landlord shall issue to the Tenant a rental credit (the <on Non-
Proprietary TenninalRenovations Rental Credit") in the
undisputed amount of the TI Non-Proprietary Terminal
Renovations Acquisition Cost, which rental credit shall be applied
against any Landing Fee and amounts due to the Landlord from the
Tenant for the use of space in terminals at the Airport; provided,
however, that the total amount of the T1 Non-Proprietary Terminal
Renovations Rental Credit shall not exceed One Hundred Forty-
Six Million Nine Hundred Twenty-Nine Thousand Dollars
($146,929,000). The TI Non-Proprietary Terminal Renovations
Rental Credit shall be issued in equal installments over the period
from the First Option Date to the end ofthe Term and shall include
annualized accrued interest at four percent (4%) on the outstanding
principal that is unpaid as of such issuance date.

(B) Notwithstanding Section 1.4.3(c)(ii)(A), the
Landlord shall always have the option to purchase the Tl Non-
Proprietary Terminal Renovations at any time during the term of
the Lease. If the Landlord wishes to exercise its option under
Section 1.4. 3(c) after the First Option Date, the Executive Director,
subject to Board approval, shall provide Written notice of its intent
to purchase the II Non-Proprietary Terminal Renovations and
shall pay the Tenant an amount equal to the remaining unused TI
Non-Proprietary Terminal Renovations Rental Credit (such unused
amount, the "Post-Construction 11Non-Proprietary Terminal
Renovations Acquisition Cost"). Upon the payment of the Post-
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Construction T1 Non-Proprietary Terminal Renovations
Acquisition Cost, title to the Tl Non-Proprietary Terminal
Renovations shall vest in the Landlord.

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

2. Use.

1.4.4. Right of Entry. In connection with the Terminal 1 Renovations and the
Relocation Plan, the Landlord grants to the Tenant a temporary non-exclusive right of
entry to Terminal 1 and Terminal 3 for the following purposes and no other: to assess
Terminal 1 and Terminal 3 for design and engineering purposes for the Terminal 1
Renovations and the Relocation Plan, to facilitate preparation of construction plans for
the Landlord's approval pursuant to Section 4 for the Terminal 1 Renovations and the
renovations pursuant to the Relocation Plan, and upon receipt of such approval construct
the approved improvements. This Section 1.4.4 shall not be' deemed to grant the Tenant
an easement; lease or any other property interest in Terminall or Terminal S to the extent
that such area is not part of the Demised Premises under this Lease.

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

2.2 Prohibited Uses. Notwithstanding anything in Section 2.1 to the contrary, without
the prior consent of the Landlord the Tenant will not use or occupy, or permit any portion of the
Tenant Areas to be used or occupied for any other use not specifically permitted.
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2.3 Other Use Limitations. The Tenant will conduct its operations at the Tenant
Areas in such a maimer as to reduce as much as is reasonably practicable, considering the nature
and extent of the Tenant's operations, any and all activities that interfere unreasonably (whether
by reason of noise, vibration, air movement, fumes, odors or otherwise) with the use by any other
Person of space in the Terminal or other facilities at the Airport. Without the prior consent of the
Landlord, the Tenant will not install or use any wireless workstations, access control equipment,
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wireless internet servers, transceivers, modems or other hardware that transmit or otherwise
access radio frequencies.

3.. Rent. The Tenant shall pay as rent the fees and charges calculated pursuant to
the Board-adopted rates and charges methodology for the Tariff (the "Rate Methodology") and
as set forth in this Lease. The Board-adopted Rate Methodology is attached hereto as Exhibit C.
The rents described in Sections 3.1 to .1J are subject to adjustment by the Board by resolution,
and the Tenant shall pay the rent based on the then Board-approved rates. The methodology of
calculating the rent under Section 3 is the methodology that is, as of the execution date of this
Lease, the methodology used in the Tariff. The Tariff contains the terms and conditions
applicable to all Airlines using terminalspace at the Airport that do not have a lease. The Tenant
acknowledges that the Tariff may be amended from time to time. Upon the amendment of the
methodology for calculating rates and charges under the Tariff, the Tenant acknowledges and
agrees. to be subject to such new methodology for calculating rates and charges and agrees that
such new methodology as described and defined under the Tariff shall be incorporated into this
Lease by reference and Sections 3.1 through 3.3 shall be deemed amended without the need for
any further action. In addition to the Tenant's audit right pursuant to Section 3.8, the Landlord

. agrees to consult with the Tenant before adopting a replacement methodology for calculating
terminal rates and charges and to provide the Tenant with 60 days to provide written comments
on such replacement methodology.
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3.1. Tenninal Buildings Charge. The Tenant shall pay to the Landlord a "Terminal
Buildings Charge" for the use of the Demised Premises. The Terminal Buildings Charge is
comprised of the Unified Capital Charge and an Operations and Maintenance Charge for the use
of the Demised Premises. The Terminal Buildings Charge shall beca1culated in an amount equal
to the Terminal Buildings Rate multiplied by the square footage of the Demised Premises. The
Terminal Buildings Rate in effect as of the Commencement Date is the amount reflected on the
Basic Information Schedule as the "Terminal Buildings Rate".

3.2. Equipment Rent

3.2.1. Lease of Baggage Handling Systems.

(a) Existing Baggage System. The Landlord shall1ease to the Tenant
and the Tenant shall rent from the Landlord the existing outbound and inbound
baggage handling systems (the "Existing Baggage Systems") in the Terminal
located on their Demised Premises. The rent for the Existing Baggage Systems is
included in the Terminal Buildings Charge for the Demised Premises that the
Existing Baggage System is located.

(b) New Baggage Systems.

(i) It is contemplated that the Tenant will be constructing (x)
an Inline Baggage System and (y) an inbound baggage system and an
outbound baggage make-up system (the "Inbound/Outbound Baggage·
System" and together with the Inline Baggage System, the "New Baggage
Systems") in the Terminal that will replace the Existing Baggage Systems.
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(ii). Upon acquisition of the New Baggage Systems by the
Landlord pursuant to Section 1.4.3(b), the Landlord shall lease to the
Tenant and the Tenant shall rent from the Landlord, the New Baggage
Systems located on their Demised Premises: The rent for the New
Baggage Systems is included in the Terminal Buildings Charge for the
Demised Premises that the New Baggage System is located.

The Existing Baggage Systems and the New Baggage Systems together
are called the "Baggage Handling Systems". Following construction of
the New Baggage Systems, a description of the New Baggage Systems
shall be attached to this Lease by the Executive Director as Exhibit A-3,
subject to City Attorney approval as to form.

(c) Use of Baggage Handling Systems by Other Airlines.

(iii) In the event that there are no other airlines utilizing the
Baggage Handling Systems, the Landlord will issue appropriate rental
credits to the Tenant equaling a pro-rata share, based on the number of .
common use Gates in the Terminal, the Tenant's total direct costs
(including operation and maintenance costs, if any, pursuant to Section
9.l.l(a)) for the Baggage Handling Systems, including a fifteen percent
(15%) administrative cost.

(i) The Tenant shall be entitled to charge other airlines using
the Baggage Handling Systems on a monthly basis, for their reasonable
share of the Tenant's total direct costs which are substantially related to
the Baggage Handling Systems, excluding any costs to construct any
portion of the Baggage Handling Systems, using standard and accepted
accounting principles, together with a not-to-exceedfifteen percent (15%)
administrative charge. Charges to other airlines that are equal to or less
than 125% of the Tenant's average cost should not be deemed
unreasonable. The Executive Director shall have the right to periodically
audit the Tenant's books and records, upon reasonable notice, with respect
to the computation of the Tenant's charges tothe other airline for the use
of the Baggage Handling Systems. The Executive Director shall have the
right to approve the form and content of the Tenant's agreements relating
to the use by another Airline of the Baggage Handling Systems, which
approval shall not be unreasonably withheld or denied.

(ii) The Tenant shall have the right to collect a security deposit
in advance from the other airlines using the Baggage Handling Systems.
Such security deposit shall not exceed the reasonably estimated charges
for three (3) months.
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3.2.2. Lease of Passenget Loading Bridges and Related Aircraft Support .
Equipment.
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(a) Existing Passenger Loading Bridges and Existing Related Aircraft
Support Equipment. The Landlord shall lease to the Tenant and the Tenant shall
rent from the Landlord, twelve (12) existing passenger loading bridges located at
the Gates in the Terminal (the "Existing Loading Bridges") and existing related
aircraft support equipment (e.g., pre-conditioned air devices, 400 HZ equipment
and potable water)(such aircraft support equipment, the "Existing Related
Equipment"). As of the Conunencement Date, the Existing Loading Bridges and
Existing Related Equipment that the Tenant shall be leasing are located at the
Gates identified in Exhibit A-4 attached hereto. The Tenant acknowledges that
upon the completion of the gate realignment plan contemplated under the
Terminal 1 Renovations, the Tenant may be leasing Existing Loading Bridges and
Existing Related Equipment which may be located at different Gates in the
Terminal and Exhibit A-4 shall be amended by the Executive Director, subject to
City Attorney approval as to form, upon such modification.
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(b) Replacement Passenger Loading Bridges and Related Aircraft
Support Equipment. As part of the Tl Non-Proprietary Renovations, it is
contemplated that the Tenant will be replacing the Existing Loading Bridges
(such replaced Existing Loading Bridges, "New Loading Bridges") and Existing
Related Equipment (such replaced Existing Related Equipment, «New Related
Equipment"). Upon acquisition ofthe New Loading Bridges and New Related
Equipment by the Landlord pursuant to Section 1AJ(b), the Landlord sha111ease
to the Tenant and the Tenant shall rent from the Landlord, the New Loading
Bridges and New Related Equipment.

(c) Loading Bridges and Related Equipment Rent. The rent for the
Existing Loading Bridges, Existing Related Equipment, the New Loading Bridges
and New Related Equipment shall be additional rent under this Lease (the
"Loading Bridge Capital Additional Rent"). Each year, the Landlord shall
.calculate the estimated annual Loading Bridge Capital Additional Rent by
.dividing all budged Capital Costs allocable to all passenger loading bridges
owned by the Landlord at the Airport for the following calendar year by the total
number of passenger loading bridges owned by the Landlord at the Airport.

. (d) Use of Loading Bridges and Related Equipment by Other Airlines
The Tenant shall be entitled to charge other airlines using the Existing Loading
Bridges, Existing Related Equipment, New Loading Bridges and New Related
Equipment in accordance with Section 19.6 below.

3.3. Terminal Special Charges. In addition to the rents described in Sections 3.1 and
3.2, airlines subject to the Tariff pay additional rent (such rent, "Terminal Special Charges") for
the use of certain space or equipment for the recovery of Capital Costs and Operations and
Maintenance Expenses incurred by the Landlord that are not otherwise billed to the Airlines
through the rates and charges described in Section 3.1 through 3.3 of the Rate Methodology.
The Tenant shall be subject to the following Terminal Special Charges and shall pay the
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Landlord the Terminal Special Charges. The Terminal Special Charges as of the
Commencement Date are listed in the Basic Information Schedule.

3.3.1. Custodial Fees. The Tenant shall pay to the Landlord a "Custodial Fee"
for the use of the holdroom, baggage claim areas, outbound baggage system areas and
ticket counters in their Demised Premises if such area(s) is/are maintained by the
Landlord pursuant to Section 9. The Custodial Fees shall be calculated for each calendar
month in an amount equal to the Average Custodial Rate for Common Use Holdrooms,
Common Use Baggage Claim Areas, Common Use Outbound Baggage System Areas
and Common Use Ticket Counters as prescribed in the Rate Methodology for the
Terminal for the month multiplied by the square footage of the area that is maintained by
the Landlord pursuant to Section 9. The Average Custodial Rate in effect as of the
Commencement Date isreflected on the Basic Information Schedule as the "Average
Custodial Rates."

15

3.3.2. Outbound Baggage System Maintenance Fee. The Tenant shall pay to the
Landlord an "Outbound Baggage System Maintenance Fee" for the use of the outbound
baggage system located in their Demised Premises if such equipment is maintained by
the Landlord pursuant to Section 9. The Outbound Baggage System Maintenance Fee
shall be calculated for each calendar month in an amount equal to the Outbound Baggage
System Maintenance Rate under the Tariff multiplied by the number of the Tenant's
Enplaned Passengers in the Terminal for the month. The Outbound Baggage System
Maintenance Rate in effect as of the Commencement Date is reflected on the Basic
Information Schedule as the "Outbound Baggage System Maintenance Rate."

3.3.3. Loading Bridge O&M Fee. The Tenant shallpay to the Landlord a
"Loading Bridge O&M Fee" for the use of the loading bridges at the Terminal if such
loading bridges are maintained by the Landlord pursuant to Section 9. The Loading
Bridge O&M Fee shall be. calculated for each calendar month in an amount equal to the
Loading Bridge O&M Rate under the Tariff multiplied by the number of the Tenant's
Turns on such loading bridge in each designated aircraft class as prescribed in the Rate
Methodology for the month. The Loading Bridge O&M Rate in effect as of the
Commencement Date is reflected on the Basic Information Schedule as the "Loading
Bridge O&M Rate."

3.4. Rate Agreement. The Tenant entered into a rate agreement (the "Rate
Agreement") with the Landlord, which signed agreement is attached hereto as Exhibit D.
Notwithstanding Section 3.1, the Tenant's Terminal Buildings Charge shall be adjusted pursuant
to the termsand conditions of the Rate Agreement while the Rate Agreement is in effect. If the
Board adopts another rate agreement and the Tenant and the Landlord enter into such agreement,
the terms of such agreement shall be applicable to this Lease.

3.5. Payments; Adjustments.

3.5.1. Rental Payments. The Tenant shall be subject to the payment terms for
fees and charges as set forth in the Tariff for its payment of Base Rent and additional rent
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to the Landlord.

"3.5.2. Rental Adjustments. Any mid-year adjustment or annual adjustment of
Base Rent and additional rent shall be pursuant to the terms of the Tariff

3.6. Percentage Rent.

3.6.2. Notwithstanding Section 3.6.1, the Tenant shall not be subject to Section
3.6.1 with respect to the sale of alcohol in its airport lounge if such alcohol was
purchased from the Landlord's concessionaire.

3.6.1. For each calendar month during the Term, the Tenant will pay to the
Landlord, as additional rent, a percentage of the Tenant's gross receipts, if any, from the
sale by the Tenant at the Terminal of goods (including food and beverages) and services
(other than air transport services and services related to air transport services such as
handling services) to the Tenant's passengers and invitees (the additional rent payable is
referred to as the "Percentage Rent"). The percentage of the gross receipts to be used in
calculating the Percentage Rent payable by the Tenant for any calendar nionth will be the
same as the highest percentage rates then being paid to the Landlord by concessionaires
selling similar goods or services in the terminal buildings at the Airport. The Tenantwill
pay installments of Percentage Rent on the first day of each calendar month, with the
amount of each installment of Percentage Rent being calculated based on the Tenant's
gross receipts from sales for the last month for which the Tenant's records of sales are
.complete, but in any event not further in arrears than the second complete month prior to
the date that.the Percentage Rent is due. After the expiration or termination of the Term,
the Tenant will continue to pay installments of Percentage Rent for the calendar months
falling within the Term and for which payments have not been made during the Term,

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

3.8. Books and Records; Annual Consultation.

3.8.1. Landlord's Records. The Landlord will keep books and records sufficient
for the purpose of substantiating for auditing purposes all amounts of Base Rent. The
Tenant may from time to time, but no more often than once during any calendar year,
examine (and, in the course of the examination, may copy) and audit the Landlord's
books and records for the purpose of verifying the amounts of Base Rent payable by the
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3.8.2. Tenant's Records. The Landlord's accurate calculation of the Base Rent,
the Landlord's verification of the Tenant's gate utilization and the accurate payment of
the Percentage Rent are dependent upon receiving from the Tenant timely and accurate
information regarding the Tenant's operations, including the number of passengers using
the Terminal to enplane onto or deplane from flights operated by the Tenant. The Tenant
will promptly and periodically (but not less frequently than monthly) provide to the
Landlord sufficient information about the Tenant's operations as the Landlord may fmd
reasonably necessary or useful in calculating the Base Rent, the Percentage Rent and gate
utilization and the Tenant will keep books and records sufficient for the purpose of
substantiating the Tenant's operations information for auditing purposes. The Tenant
also agrees to provide copies of invoices and other documentation verifying all of the
costs of the Terminal 1 Renovations if the Landlord requests such documentation. The
Landlord may from time to time, but no more often than once during any calendar year,
examine (and, in the course of such examination, may copy) and audit the Tenant's books
and records for the purpose of verifying the Tenant's operations information. The
expense of any such examination or audit shall be borne by the Landlord, provided that if
the Tenant's books and records are not made available to the Landlord at a location
within 50 miles from the Airport, the Tenant will reimburse the Landlord the reasonable
out-of-pocket costs incurred by the Landlord in inspecting the Tenant's books and
records, including travel, lodging and subsistence costs. Except to the extent necessary to
substantiate charges to other tenants of the Terminal, the Landlord will keep all
information obtained from the Tenant's books and records confidential, and the Landlord
will use good faith efforts to cause the Landlord's agents and employees to keep all
information obtained from the Tenant's books and records confidential.

Tenant (whether or not already paid). The Tenant shall only be permitted to examine and
audit the Landlord's books and records using a nationally recognized independent
accounting finn or its own internal auditors. The expense of any such examination or
audit shall be borne by the Tenant. The conduct of any examination or audit as provided
in this Section 3.8.1 shall not affect the Tenant's obligations to pay all amounts due and
payable in accordance with the provisions of this Lease. The Tenant will keep all
information obtained from the Landlord's booles and records confidential, and the Tenant
will use good faith efforts to cause the Tenant's agents and employees to keep all

. information obtained from the Landlord's books and records confidential,

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

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

3.10. Late Charges. If the Tenant shall fail to pay any instalhnent of the Base Rent or
any amount of additional rent within five days after it becomes due>the Landlord may requite
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3.11. No Counterclaim, Abatement, etc. Except as expressly provided to the contrary
in this Lease, the Tenant will pay the Base Rent and all additional rent payable under this Lease
without notice, demand, counterclaim, setoff, deduction, defense, abatement, .suspension,
deferment, diminution or reduction, and the obligations and liabilities of the Tenant under this
Lease shall in no way be released, discharged or otherwise affected for any reason, whether
foreseen or unforeseen. Except as provided to the contrary in this Lease, the Tenant waives, to
the extent permitted by applicable law, all rights now or hereafter conferred by statute or
otherwise to quit, terminate or surrender this Lease or the Demised Premises or any part thereof,
or to any abatement, suspension, deferment, diminution or reduction of Base Rent and all
additional rent payable by the Tenant hereunder. Except as provided in this Section 3.11, all
payments by the Tenant to the Landlord made hereunder shall be final, and the Tenant will not
seek to recover any such payment or any part thereof for any reason. In the event of any dispute
regarding the amount of Base Rent or any amount of additional rent payable under this Lease, (a)·
the Landlord's computation oftbe amounts due shall be presumed correct, and the Tenant will
continue to pay the amounts due as computed by the Landlord unless the Tenant shall have
obtained a [mal, unappealable order to the contrary from a court of competent jurisdiction, and
(b) to the extent permitted by applicable law, the Tenant waives any right to seek or obtain any
provisional remedy before obtaining such a final order. If it is determined by a final,
unappealable order of a court of competent jurisdiction that the Tenant was not obligated to pay
any amount disputed by the Tenant but nevertheless paid by the Tenant under protest, the
Landlord will refund to the Tenant the amount of any excess payments, together with interest on
the amounts refunded from the time of their payment to the Landlord until the time of refund, at
an annual rate per annum equal to the Reimbursement Rate.

the Tenant to pay to the Landlord, in addition to the installment of the Base Rent or amount of
additional rent, as the case may be, at the Landlord's.sole discretion, as additional rent, a sum
equal to interest at the Stipulated Rate on the unpaid overdue amount, computed from the date
the payment was due to and including the date of 'payment. If the Tenant shall fail to pay any
installment of the Base Rent within five days after it becomes due, in addition to interest at the
Stipulated Rate, the Landlord may require the Tenant to pay to the Landlord a late charge in the
amount of two percent (the "Base Rent Late Charge") of the amount of the delinquent
installment of the Base Rent. If the Tenant shall fail to pay any additional rent within ten days
after it becomes due, in addition to interest at the Stipulated Rate, the Tenant will pay to the
Landlord a late charge in the amount of five percent (the "Additional Rent Late Charge") 'of the
delinquent additional rent; provided that the Tenant has received prior written notice of any
variable rent due. No Additional Rent Late Charge shall be payable for any item of additional
rent that constitutes a late charge or interest. The Tenant acknowledges that the Base Rent Late
Charge and the Additional Rent Late Charge are intended to reasonably compensate the
Landlord for additional expenses incurred by the Landlord by reason of the Tenant's failure to
timely pay the Base Rent and additional rent, which expenses are difficult to ascertain, and are
not intended to be in the nature of a penalty ..

3.12. No Waiver; Retroactive Payments. The failure by the Landlord to timely comply
with the provisions of this Section 3 relating to the adjustment of the Base Rent or any item of
additional rent shall not be construed as a waiver of the Landlord's right to the adjustment of the
Base Rent or to the adjustment of any additional rent. If a determination of the adjusted Base
Rent is not completed before the relevant adjustment date or if a determination of the adjustment
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of any item of additional rent is not completed before any relevant date, the Tenant will continue
to pay the amounts applicable to the preceding period, and if the Base Rent as of the relevant
adjustment date or any item of additional rent as of any relevant date is thereafter determined to
be an amount greater than that paid by the Tenant, the adjusted amount shall take effect, and
shall promptly be paid by the Tenant, retroactively to the date whenthe payment would have
been due absent the failure to timely complete the determination of the appropriate adjustment.
If the Landlord has substantially complied with the provisions of this Section 3 relating to the
adjustment, the Landlord shall have the right to charge interest on the retroactive amounts from
the date the Board adopts the applicable adjustment retroactively due, and the Tenant is notified,
in 'Writing,of such retroactive adjustment, until the date of payment to the Landlord, at an annual
rate per annum equal to the Reimbursement Rate.

3.13. Manner of Payment. All payments of Base Rent and other amounts payable under
the preceding provisions of this Section 3 shall be paid in u.s. dollars without setoff or
deduction by mailing to the following address:

City of Los Angeles
Department of Airports
Accounts Receivable
Los Angeles, California 90074~4989

The Landlord may from time to time designate any other address to which the payments shall be
made. As a matter of courtesy, invoices may be sent by the Landlord to the Tenant, but
notwithstanding any custom of the Landlord in sending invoices, the receipt of an invoice shall
not be a condition to any payment due to the Landlord from the Tenant, provided that the
Landlord otherwise complies with notice requirements pursuant to Section 17.1(a). All
payments, including each payment check and remittance advice, shall include the contract
number assigned to this Lease by the Landlord, which is stamped on the first page of this Lease
(but failure to do so shall not constitute a default by the Tenant under this Lease). No payment
by the Tenant or receipt by the Landlord of a portion of any sum due under this Lease shall be
deemed to be other than a partial payment on account of the earliest sum next due from the
Tenant. No endorsement or statement on any check or any letter accompanying a check or other
payment from the Tenant shall be deemed an accord and satisfaction, and the Landlord may
accept the check or other payment, and pursue any other remedy available under this Lease. The
Landlord may accept any partial payment from the Tenant without invalidation of any notice
required to be given under this Lease and without invalidation of any notice required to be given
under the provisions of California Code of Civi1Procedure Section 1161, et seq.

4. Alterations to the Demised Premises by the Tenant.

4.1 Landlord's Consent. The Tenant may make alterations, installations, additions
and improvements in and to the Tenant Areas (referred to as "Alterations") if the Tenant shall
comply with the provisions of this Section 4 and, except as provided in Section 4'.2, if the Tenant
shall first obtain the Landlord's consent in accordance with Section 4.3, which consent shall not
be unreasonably withheld.
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4.2 Alterations not Requiring Consent. The Tenant may, without the Landlord's
consent, make Alterations in the Demised Premises (but not in any of the other Tenant Areas)
consisting of furniture, furnishings, painting, carpeting, wall coverings and other decorative
changes.

4.3 Alterations Requiring Consent. If the Landlord's consent is required for any
Alteration, the Tenant's initial request for the consent shall include reasonably detailed
preliminary plans for the Alteration. If the Landlord shall approve the preliminary plans, the
Tenant will prepare working drawings and specifications that are in all respects accurate
reflections of the approved preliminary plans and will submit for approval to the Landlord two
copies of the working drawings and one copy of the specifications. The Tenant will not
commence work on the proposed Alteration until the Landlord shall have approved the working
drawings and specifications. No material modifications shall be made to the working drawings,
or specifications, or in the construction of the Alteration described by them, without the prior'
consent of the Landlord. The Tenant will pay to the Landlord, within 30 days after demand
therefor, the Landlord's actual and reasonable out-of-pocket costs (as well as a reasonable
allowance for the internal costs of the Landlord's use of its own employees) incurred in
reviewing or considering any Alterations, and inspecting construction of the Alterations;
provided however, that the Landlord's reasonable allowance for the internal costs of the
Landlord's use of its own employees shall not be charged to the Tenant for the initial review or
initial consideration of any Alterations, and initial construction inspection of the Alterations.

4.4 Performance of Alterations. Before the commencement of any Alteration, the
Tenant will obtain and deliver to the Landlord (i) all required permits, (ii) insurance for the
contractor for such coverages and in such amounts as may be reasonably acceptable to the
Landlord, and (iii) surety bonds or other security in such amounts and otherwise reasonably
satisfactory to the Landlord. All of the Tenant's Alterations shall be (i) effected at the Tenant's
expense and promptly and fully paid for by the Tenant, (ii) performed with due diligence, in a
good and workmanlike manner and in accordance with all Legal Requirements and Insurance
Requirements, (iii) made under the supervision of a licensed architect or licensed professional
engineer, and (iv) performed without interfering with (A) the use and occupation or conduct of
the business of any other tenant or occupant of the Terminal, (B) any construction work being
performed elsewhere in the Terminal by the Landlord or by any other tenant or occupant of the
Terminal, or (C) ingress and egress to, in and from the Terminal or any other premises demised
in the Terminal. In the course of effecting any Alterations the Tenant will use good faith efforts
to minimize noise and dust and will keep the Tenant Areas and Public Area clean and neat.
Upon completion of the Alteration, the Tenant will furnish to the Landlord, at no charge, two
complete reproducible sets of record or as-built drawings of the Alterations, and one complete
set in an electronic format that complies with the then current computer aided design standards
of the Landlord. The drawings must include any applicable permit numbers, the structural and
other improvements installed by the Tenant in the Tenant Areas, and the location and details of
installation of all equipment, utility lines, heating, ventilating, and air-conditioning ducts and
related matters. The Tenant will keep the record or as-built drawings current by updating them
in order to reflect any changes or modifications that may later be made in or to the Tenant Areas.
Within 120 days following the Completion of the Alteration, the Tenant will prepare and submit
to the Landlord a construction report including the following information regarding the
Alteration: (1) a description of the type of improvements constructed or altered, (2) the floor
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area or capacity of the improvements constructed or altered, (3) the total cost of the Alteration,
(4) the completion date for the Alteration, and (5) a copy of the' certificate of occupancy for the
Alteration (or for the Tenant Areas, after giving effect to the Alteration). Without limiting the
generality of the remedies available to the Landlord for any breach of this Lease under Section
17, if the Tenant shall fail to timely and completely perform its obligations under the
immediately preceding sentence of this Section 4.4, the Landlord may require the Tenant to pay,
as additional rent, a late charge equal to $500 for each day for which the failure continues.

4.5 Ownership of Improvements and Alterations. Other than Tenant's Property,
ownership of all improvements and equipment existing in the Tenant Areas on the
Commencement Date is and shall be in the Landlord. Ownership of all improvements, additions,
alterations and equipment constructed or installed in the Tenant Areas at the Landlord's expense
after the Commencement Date shall be and remain in the Landlord. During the Term, the Tenant
shall OVv'l1 all Alterations constructed or installed at the Tenant's expense unless the Tenant has
transferred its ownership interests to the Landlord in which case the ownership of such Alteration
shall be in the Landlord. Upon the expiration or earlier termination of the Term, all Alterations,
other than equipment, trade fixtures and similar installations that are removable without material
damage to the Tenant Areas, shall become the property of the Landlord (without compensation
to the Tenant). unless the Landlord requests that the Tenant remove some or all ofthe equipment,
trade fixtures; and similar installations, in which case the Tenant will promptly remove them at
the Tenant's expense. All items of Tenant's Property remaining in the Tenant Areas or at the
Terminal shall, (i) if not removed by the Tenant within thirty (30) Business Days following the
end of the Term, and (ii) if, following the end of the Term, the Tenant does not pay for the use of
the space that such equipment is occupying pursuant to the tenus of the Tariff, be deemed
abandoned (unless this Lease is amonth-to-month lease as provided in Section 20.2 or the
Tenant and the Landlord are negotiating in good faith a new lease or an amendment to this Lease
extending the term of this Lease, in which case the Tenant shall (a) 'continue to pay for the USe of
the space pursuant to Section 20.2, (b) not be required to remove the Tenant's Property and (c)
such property shall not be abandoned; provided, however, if the Landlord determines, in its sole

.discretion, that negotiations will not conclude in a timely manner or that negotiations have
ceased, the Landlord shall provide written notice to the Tenant to remove such property, and if
such property is not removed within 45 days of receipt of such notice, such property shall be
deemed abandoned) and shall, at the Landlord's election (i) be disposed of in any manner
selected by the Landlord, at the Tenant's expense, or (ii) become the property of the Landlord.
The Tenant will promptly repair any damage to the Tenant Areas or the Terminal resulting from
the removal of any items of Tenant's Property.
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4,6 Notices of Non-Responsibility. In connection with any Alteration, the Landlord
may post notices of non-responsibility for the services and material furnished by mechanics,
materialmen and other vendors.

5. Alterations to Corrunon {]se Areas and Public Area by the Landlord. The
Landlord reserves the right to change the arrangement, design, number and location of entrances,
passageways, doors, doorways, corridors, elevators, stairways, restrooms, roads, sidewalks,
landscaping and other parts of the Common Use Areas, Public Area, and other areas of the
Terminal and the Airport (but not any part of the Demised Premises, as to which the Landlord
will not make any changes except as may be required in connection with the Landlord's
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performance of its obligations hereunder or the exercise of the Landlord's rights specifically
elsewhere set forth in this Lease), provided that the Landlord will not exercise its rights under
this Section 5 so as to affect the entrances, passageways, doors, doorways, lobby and other
hallways, corridors and stairways providing access to the Demised Premises if access to the
Demised Premises, or the use or enjoyment thereof, would be unreasonably interfered with or
impaired.

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

7. Access to Demised Premises.

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

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

7.3. Tenant's Access to Tenant Areas. During the Term, ifno Event of Default shall
have occurred and be continuing, the Tenant and its agents, employees. contractors, customers
and invitees shall have ground ingress to and egress from the Tenant Areas, subject to such
reasonable airfield access control and permitting requirements as may from time to time be
established by the Landlord and to temporary blockage or redirection due to construction work or
the requirements of airport operations.

8. Utilities.

8.1. Tenant Responsible. The Tenant shall be responsible for the payment of all costs
of furnislring utilities to the Demised Premises and equipment such as aircraft support equipment
and passenger loading bridges (including all charges for water, gas, heat, light, power, telephone,
and other utility service used by the Tenant in connection with its use of the Demised Premises
and equipment), including deposits, connection fees and meter installation and rentals required
by the supplier of any utility service, and the costs of all equipment and improvements necessary
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for connecting the Demised Premises to utility service facilities. To the extent that the Landlord
is charged for the Tenant's .use of any utilities, the Tenant shall pay the Landlord for the
Landlord's costs for the Tenant's use of such utilities.

8.2. Landlord Not Liable. The Landlord will not be liable to the Tenant for any
failure, defect, impairment or deficiency in the supply of any utility service furnished to the
Demised Premises or in any system supplying the service.

8.3. Interruptions of Service. The Landlord reserves the right to temporarily interrupt
the services provided by the Terminal's heating, ventilation, air conditioning, elevator, plumbing
and electrical systems or other systems in the Terminal when necessary by reason of accident or
emergency or for repairs, alterations, replacements or improvements. The Landlord shall provide
reasonable notice to the Tenant prior to the interruption of such services, and shall make good
faith efforts not to interrupt such services.

9. Maintenance and Repair.

9.1. Maintenance and Repair by Tenant.

9.1.1. At the Tenant's expense, and to the extent identified on the maintenance
schedule attached to this Lease as Schedule 2, the Tenant will maintain the Demised
Premises and will make all repairs to the Demised Premises and to all the fixtures,
equipment and appurtenances therein and in and around the Terminal as identified in
Schedule 2 as and when needed to preserve them in good working order and good and
safe condition. Notwithstanding the foregoing, all damage to the Demised Premises and
the fixtures, equipment and appurtenances therein, or the Terminal, in each case requiring
structural repairs or requiring repairs that affect the systems in the Terminal, and all
damage or injury to any system in the Terminal, caused by or resulting from the
negligence of the Tenant, its servants, employees, agents, customers, invitees or
licensees, shall be repaired by the Landlord, at the Tenant's expense, payable within
30 days after the Landlord's delivery of an invoice therefor. Without limiting the
generality of the remedies available to the Landlord for any bteach of this Lease under
Section 17, if, in the reasonable determination of the Landlord, the Tenant shall have
regularly failed to maintain equipment in the Tenant Areas, the Landlord may elect, upon
notice to the Tenant and after reasonable time to make repairs, to maintain the neglected
equipment (directly or through third-party contractors and at the Tenant's expense
payable promptly after the Landlord's delivery of invoices therefor from time to time) for
all or any portion of the remainder of the Term, All damage or injury to the Terminal, the
Demised Premises or its fixtures, equipment and appurtenances therein or thereto caused
by the Tenant's removal of furniture, fixtures or other property, shall be repaired to its
condition existing before the damage or injury, or restored or replaced promptly by the
Tenant at its expense. The Tenant will at all times keep the Demised Premises free and
clear of wastepaper, discarded plastic, graffiti, and all other trash and debris of any kind,
The Tenant hereby waives the provisions of subsection 1 of Section 1932 and of Sections
1941 and 1942 of the California Civil Code or any successor or similar provision of law,
now or hereafter in effect.
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(i) From the Commencement Date to the later of (i) July 1,
2013, or (ii) upon the 30th day following a 30 days advance written notice
from the Landlord to the Tenant of the transfer or operation and
maintenance responsibilities of the Baggage Handling Systems in the
Terminal from the Landlord to the Tenant pursuant to this Section
9.1. 1(a) (i) which date shall not be later than (a) the u.s. Airways
relocation date from the Terminal-to Terminal 3 or (b) July 1,2014, the
Landlord shall be responsible for operating and maintaining the Baggage
Handling Systems in the Terminal. From the later of (i) July 1, 2013, or
(ii) upon the 30t

\1. day following a 30 days advance written notice from the
Landlord to the Tenant of the transfer or operation and maintenance
responsibilities of the Baggage Handling Systems in the Terminal from the
Landlord to the Tenant pursuant to this Section 9. 1.1(a)(i) which date shall
not be later than (a) the U.S. Airways relocation date from the Terminal to
Tennina13 or (b) July 1,2014, through the end of the Term, the Tenant
shall be responsible for operating and maintaining the Baggage Handling
Systems in tbe Terminal, including, but not limited to, the baggage
conveyor components and carousels, the mechanical, plumbing, electrical,
structural, telecommunications infrastructure, and the computer hardware
and software required to support the baggage sortation system and
checked baggage inspection system screening matrix, in good working
order and in good and safe condition on behalf of all Terminal Users in the
Terminal. The Landlord shall provide thirty (30) days advance written
notice to the Tenant of the transfer of operation and maintenance
responsibilities of the Baggage Handling Systems in the Terminal from the
Landlord to the Tenant.

(a) Maintenance of Baggage Handling Systems.

(ii) Ifthe Tenant fails to operate the Baggage Handling
Systems in a reasonable and nondiscriminatory matter, then the Executive
Director, without further action of the Board or City Council, and
following 90 days notice to the Tenant, shall have the right to terminate
the lease of the Baggage Handling Systems and Sections 3.5.2(a),
3.5.2(b)(ii), and 3.S.2(c) shall no longer be effective upon the termination
of the lease of the Baggage Handling Systems. If the Landlord terminates
the lease of the Baggage Handling Systems to the Tenant, (i) the Tenant
will surrender the space where the Baggage Handling Systems is located
("Baggage Handling Systems Space") on the Baggage Handling Systems
lease tenninationdate, (ii) the Baggage Handling Systems Space shall be
eliminated from the provisions of this Lease, (iii) the Base Rent shall be
recalculated after subtracting the square footage of the Baggage Handling
Systems Space from the then square footage of the Demised Premises
immediately before the Baggage Handling Systems lease termination, and
(iv) any necessary proration of the Base Rent will be made as if, for the
Baggage Handling Systems Space, the date of the surrender of the space
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were the last day ofthe Tenn. Upon termination of the Baggage Handling
Systems lease, the Tenant shall be subject to the common use fees and
charges for the use of the Baggage Handling Systems pursuant to the
terms of the Tariff.

(b) Maintenance of the Loading Bridges. From the Commencement
Date to the later of (i) July 1,2013, or (ii) upon the 30th day following a 30 days
advance written notice from the Landlord to the Tenant of the transfer or
operation and maintenance responsibilities of the Existing Loading Bridges and
Existing Related Equipment in the Terminal from the Landlord to the Tenant
pursuant to this Section 9. 1.1(b) which date shall not be later than (a) the u.s.
Airways relocation date from the Terminal to Terminal 3 or (b) July 1, 2014, the
Landlord shall be responsible for operating and maintaining the Existing Loading
Bridges and Existing Related E~uipment in the TerminaL From to the later of (i)
July 1, 2013, or (ii) upon the 30t1 day following a 30 days advance written notice
from the Landlord to the Tenant of the transfer or operation and maintenance
responsibilities of the Existing Loading Bridges and Existing Related Equipment
in the Terminal from the Landlord to the Tenant pursuant to this Section 9.1 .1(b)
which date shall not be later than (a) the U.S. Airways relocation date from the
Terminal to Terminal 3 or (b) July 1, 2014, through the end of the Term, the
Tenant shall be responsible for operating and maintaining (i) the Existing Loading
Bridges and the Existing Related Equipment, and (ii) the New Loading Bridges
and the New Related Equipment purchased by the Landlord pursuant to Section
L4.3(b) pursuant to manufactures' specified maintenance and operating
requirements, in good working order and in good and safe condition.

9.1,2. The Tenant may, with the prior written approval of the Executive Director,
which approval shall not be unreasonably withheld, enter into written subcontracts for the
operation and maintenance of areas and equipment that ate under the Tenant's
responsibility pursuant to Section 9.1,1; provided, however, that the Tenant shall remain
solely responsible to the Landlord for the quality and performance of such operations.
Further, the Tenant shall cause such subcontractors to (i) maintain insurance, with such
endorsements as the Landlord may request, (ii) provide appropriate indemnities on behalf
of the Landlord as requested by the Landlord, and (iii) comply with all applicable Legal
Requirements.

9.1.3. The Landlord shall have the right to assume the maintenance and repair
responsibilities of the areas and equipment that are under the Tenant's responsibility
pursuant to Section 9.1.1 at any time during the Tenn. If the Landlord opts to assume .
such responsibilities, the Landlord shall provide the Tenant with 60 days advance written
notice and Schedule 2 shall be amended accordingly by the Executive Director to reflect
such change, subject to City Attorney approval as to form.

9.2 Maintenance and Repair by the Landlord. At the Landlord's expense, the
Landlord will maintain the Public Area and will make all repairs to the Public Area, and to all
the fixtures, equipment and appurtenances therein (but excluding Tenant's Property and the
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property of other tenants of the Terminal), as and when needed to preserve them in good working
order arid good and safe condition. The Landlord may in its discretion elect to delegate some or
all of its obligations under this Section 9.2 to any Person (including the Tenant and one or more
of the other Terminal Users), under such terms as the Landlord and the Person may agree.

10. Indemnity; Insurance.

10.1.- Indemnity. The Tenant will indemnify the Landlord against and hold the
Landlord harmless from all expenses (including reasonable attorneys' fees and disbursements),
liabilities, losses, damages or fines incurred or suffered by the Landlord by reason of (i) any
breach or nonperformance by the Tenant, or its agents, employees, contractors, customers and
invitees, of any covenant or provision of this Lease to be observed or performed on the part of
the Tenant, (ii) the. carelessness, negligence or willful misconduct of the Tenant, or its agents,
employees, contractors and invitees in, on or about the Demised Premises or arising out of
Tenant's occupancy of the Demised Premises, and (iii) all Environmental Losses arising from the
Tenant's Application of Hazardous Materials at the Airport. The Landlord will promptly notify
the Tenant of any claim asserted against the Landlord for which the Tenant may be liable under
this Section 10.1 and will promptly deliver to the Tenant the original or a true copy of any
summons or other process, pleading, or notice issued in any suit or other proceeding to assert or
enforce the claim. If the Tenant becomes aware of any claim asserted against the Landlord for
which the Tenant may be liable under tins Section 10.1, and of which the Tenant has not yet been
notified by the Landlord under the provisions of the immediately preceding sentence, the Tenant
will promptly notify the Landlord of the claim. If any claim, action or proceeding is made or
brought against the Landlord for which claim, action or proceeding the Tenant would be liable
under this Section 10.1, upon demand by the Landlord, the Tenant, at its expense, will defend the
claim, action or proceeding, in the Landlord's name, if necessary, by such attorneys as the
Landlord shall approve, which approval shall not be unreasonably withheld .. Attorneys for the
Tenant's insurance carrier are deemed approved for purposes of this Section 10.1 (and if the
Tenant's insurance carrier offers the Tenant more than one choice of counsel, the Tenant will
select the counsel provided by the insurance carrier that is reasonably acceptable to the
Landlord). The Tenant shall, in any event, have the right, at the Tenant's expense, to participate
in the defense of any action or oilier proceeding brought against the Landlord and in negotiations
for and settlement thereof if, under this Section 10,1, the Tenant may be obligated to reimburse
the Landlord in connection therewith. The Landlord in its discretion may settle any claim
against it that is covered by the Tenant's indemnity in this Section 10.1, iithe Landlord shall first
have provided notice to the Tenant of the Landlord's intention to settle the claim and the material
tenus of the proposed settlement and if the Tenant does not object to the proposed settlement
within five Business Days of its receipt of the notice (or, if the Tenant receives immediate notice
of the offer of settlement and its terms, such lesser time as was given as a condition of the
settlement offer). In the case of any claim for which the Landlord's proposed settlement includes
the payment of more. than $100,000, the Landlord may settle the claim over the Tenant's
objection unless the Tenant furnishes the Landlord with either (i) a bond in an amount equal to
the claim in a form and from a surety reasonably satisfactory to the Landlord, or (ii) other
security reasonably satisfactory to the Landlord. For the purposes of this Section 10.1 and any
other indemnity by the Tenant in this Lease, any indemnity of the Landlord shall be deemed to
include an indemnity of the Board and all of the Landlord's officers, employees and agents ..
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10.2 Insurance. The Tenant will obtain and keep in full force and effect during the
Term, at its expense, policies of insurance of the' types, with the coverages and insuring the risks
specified in the insurance schedule attached to this Lease as Schedule 3. Based on its periodic
review of. the adequacy of insurance coverages, the Landlord may from time to time, but not
more than once in each Lease Year, in the exercise of its reasonable judgment revise the types of
insurance required to be maintained by the Tenant, the risks to be insured and the minimum
policy limits, on 30 days' prior notice to the Tenant. All policies of insurance required to be
maintained by the Tenant under this Section 10.2 (a) shall be primary and noncontributing with
any other insurance benefiting the Landlord where liability arises out of or results from the acts
or omissions of the Tenant, its agents, employees, officers, assigns or any other Person acting on
behalf of the Tenant, and (b) may provide forreasonab1e deductibles or retention amounts
satisfactory to the Landlord based upon the nature' of the Tenant's operations and the risks
insured. Without limiting the generality of Section 10.1 or the remedies available to the
Landlord for any breach of this Lease under Section 17, if the Tenant does not furnish the
Landlord with evidence of insurance and maintain insurance in accordance with this Section
10.2, the Landlord may, but shall not be obligated to, procure the insurance at the expense of the
Tenant, in which event the Tenant will promptly reimburse the Landlord for any amounts
advanced by the Landlord in procuring the insurance, together with a charge of 15% of the
amounts so advanced for the Landlord's administrative costs in so doing. The Tenant will
provide proof of all insurance required to be maintained by this Section 10.2 by (a) production of
the certificate of insurance .with endorsements, with additional insured endorsements, (b)
production of certified copies of the actual insurance policies containing additional insured and
30-day cancellation notice language, or (c) broker's letter satisfactory to the Landlord in
substance and form only in the case of foreign insurance syndicates. Verifications, memoranda
of insurance and other non-binding documents submitted alone are not acceptable proof of
insurance. The documents evidencing all specified coverages shall be filed with the Landlord in
duplicate and shall be procured and' approved in strict accordance with the provisions in
Sections 11.47 through 11.56 of Administrative Code of the City of Los Angeles before the
Tenant occupies the Demised Premises or any other portions of the Tenant Areas.' The
documents evidencing the coverages shall contain the applicable policy number, the inclusive
dates of policy coverages, and the insurance carrier's name, and shall bear an original signature
of an authorized representative of the carrier. The Landlord reserves the right to have submitted
to it, upon request, all pertinent information about the agent and carrier providing any policy of
insurance required by this Section 10.2. Policies of insurance issued by non-California admitted
carriers are subject to the provisions of California Insurance Code Sections 1760 through 1780,
and any other regulations and directives from the California Department of Insurance or other
regulatory board or agency. Unless exempted, the Tenant will provide the Landlord with proof
of insurance from the non-California admitted carriers through a surplus lines broker licensed by
the State of California. The Tenant will promptly furnish the Landlord with (i) notice of
cancellation or change in the terms of any policy of insurance required to be maintained by this
Section 10.2, and (ii) evidence of any renewals, replacement or endorsements of or to the
policies (and, in the case of renewals or replacements, no later than 2 days after the expiration of
the corresponding existing policy).
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10.3. Carriers; Policy Provisions. All insurance policies referred to in Section 10.2 that
are carried by the Tenant shall be maintained with insurance companies of recognized standing
and with an A.M. Best rating of A-IV or better (or its equivalent). Each insurance policy
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referred to in Section 10.2 shall also, whether under the express provisions of the policy or by
other endorsement attached to the policy, include the Landlord, the Board and all of the
Landlord's officers, employees, and-agents, as additional insureds for all purposes of the policy.
Each insurance policy referred to in Section 10.2 (other than policies for workers' compensation.
employers' liability and fire and extended coverages) shall contain (a) a "Severability of Interest
(Cross Liability),' clause stating "It is agreed that the insurance afforded by this policy shall
apply separately to each insured against whom claim is made or suit is brought except with
respect to the limits of the company's liability", and (b) a "Contractual Endorsement" stating
«Such insurance as is afforded by this policy shall also apply to liability assumed by the insured
under its lease of property at Los Angeles International Airport with the City of Los Angeles."
Each insurance policy referred to in Section 10.2 shall provide that the insurance provided under
the policy shall not be subject to cancellation, reduction in coverage, or nonrenewal except after
written notice, at least 30 days before the effective date, by mail to the Landlord at its address
specified in or under the provisions of Section 23.

11. Liens, etc. The Tenant will not permit to be created or to remain, and will
discharge (by payment, filing of an appropriate bond or otherwise), any lien, deed of trust,
mortgage or other encumbrance affecting the Demised Premises caused or created by the Tenant,
including any mechanic's liens arising from any work performed for the benefit of the Tenant,
or, to the extent caused or created by the act of the Tenant, the Airport or any part thereof, other
than (i) this Lease, (ii) any encumbrance affecting the Demised Premises or the Airport and
arising solely from any act or omission of the Landlord or any Person claiming by, through or
under the Landlord (other than the Tenant or any Person claiming by, through or under the
Tenant), (iii) liens or other encumbrances being contested under Section 13, and (iv) inchoate
Hens of mechanics, materialmen, suppliers or vendors, or rights thereto incurred by the Tenant in
the ordinary course of business for sums that under the terms of the related contracts are not yet
due. Notice is hereby given that the Landlord shall not be liable for any labor or materials
furnished or to be furnished to the Tenant upon credit, and that no mechanics' or other lien for
any such labor at materials shall attach.to or affect the reversion or other estate or interest of the
Landlord in and to the Airport, the Terminal, the Tenant Areas or the Demised Premises.
Without limiting the generality of Section 10.1 or the remedies available to the Landlord for any
breach of this _Lease under Section 17. if the Tenant does not, within 30 days following the
imposition of any lien, deed of trust, mortgage or other encumbrance caused Or created by the
Tenant, including any mechanic's liens arising from any work performed for the benefit of the
Tenant, that the Tenant is required to discharge (any of the foregoing being referred to as an
"Imperm:issible Lien"), cause the Impermissible Lien to be released of record by payment or
posting of a proper bond or otherwise, the Landlord shall have, in addition to all other remedies
provided by law, the right, but not the obligation, upon ten Business Days prior notice to the
Tenant, to cause the Impermissible Lien to be released by such means as the Landlord shall deem
proper, including payment in satisfaction of the claim giving rise to the Impermissible Lien. An

- sums paid by the Landlord and all expenses incurred by it in connection with the release of the
Impermissible Lien,including costs and attorneys fees, shall be paid by the Tenant to the
Landlord on demand.

12. Compliance with Legal Requirements and Insurance Requirements, etc. The
Tenant at its expense will comply with all current and future Legal Requirements and Insurance
Requirements (other than Legal Requirements and Insurance Requirements being contested
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under Section 13) that impose any violation or obligation upon the Landlord or the Tenant
relating to the Demised Premises or the use or occupancy thereof. Without limiting the
generality of the foregoing, but subject to the provisions of Section 13, the Tenant wilt at the
Tenant's expense, comply with any Legal Requirement that requires repairs or alterations within
the Demised Premises so as to cause the Demised Premises to comply with the Americans with
Disabilities Act, California Financial Code Section 13082 regarding touch-screen devices, and
any othe~ Legal Requirements regarding access of disabled persons to the Demised Premises,
including any services, programs or activities provided by the Tenant. The Tenant will cooperate
with the Landlord in the Landlord's efforts to ensure compliance by the Airport with all
applicable Legal Requirements, including Legal Requirements regarding access of disabled
persons to the Airport. The Tenant will cooperate with the Landlord and participate in and
comply with activities organized by the Landlord and to comply with any governmental agency .
mandates, including recycling programs. The Landlord will not be liable to the Tenant, nor shall
the Tenant be entitled to terminate this Lease in whole or in part, by reason of any diminution or
deprivation of the Tenant's rights or benefits under this Lease that may result from the Tenant's
obligation to comply with applicable Legal Requirements. If and when the Landlord implements
or amends any rules and regulations applicable to the Tenant or to the Terminal, or to the Airport
or any part thereof, the Landlord shall comply with any consultation requirements of this Lease
or of any applicable Legal Requirement, including Federal Aviation Administration regulations.

13. Permitted Contests. The Tenant at its expense may contest by appropriate legal
proceedings conducted in good faith and with due diligence (i) the amount or validity or
application, in whole or in part, of any claims of contractors, mechanics, materialmen, suppliers

. or vendors or liens therefor and (ii) the interpretation or applicability of any Legal Requirement
or Insurance Requirement affecting the Demised Premises or any part thereof and may withhold
payment and performance of the foregoing (but not the payment of any amount or the
performance of any term for which the Tenant is otherwise obligated to the Landlord under this
Lease) pending the outcome of the proceedings if permitted by law, provided that (A) in the case
of any claims of contractors, mechanics, materialmen, suppliers or vendors or lien thereforfhe
proceedings shall suspend the collection thereof from the Landlord and any part of the Airport,
(B) in the case of any lien of a contractor, mechanic, materialman, supplier or vendor, the lien
has been discharged by bonding or otherwise, (C) in the. case of any lien of a contractor,
mechanic, materialman, supplier or vendor, the lien does not encumber any interest in any part of
the Airport other than the Tenant's interest in the Demised Premises and the lien will not
adversely affect the ongoing operation or leasing of any part of the Airport, (D) in the case of a
Legal Requirement or an Insurance Requirement, the cost of compliance with which is
reasonably estimated to exceed $50,000, as adjusted by the cpr from July 1, 2005 to the date of
determination, the Tenant will furnish to the Landlord either (x) a bond of a surety company
reasonably satisfactory to the Landlord; in form and substance reasonably satisfactory to 'the
Landlord, and in the amount of the lien or the cost of compliance (as reasonably estimated by the
Landlord) or (y) other security reasonably satisfactory to the Landlord, (E) neither the Airport
nor any part thereof nor interest therein would be sold, forfeited or lost, (F) in thy case of a Legal
Requirement; the Landlord shall not be subj ect to any criminal liability, and neither the Airport
nor any interest therein would be subject to the imposition of any lien or penalty, as a result of
the failure to comply during the pendency or as a result of the proceeding, (G) in the case of an
Insurance Requirement, the failure of the Tenant to comply therewith shall not cause the
insurance premiums payable by the Landlord for the Airport to be greater than they otherwise

29
TY kdrive/Southwest Terminal 1 Lease V.S



would be, (H) in the case of any Legal Requirement or Insurance Requirement, the failure of the
Tenant to comply therewith during the contest will not adversely affect the ongoing operation or
leasing of the Airport, and will not subject the Landlord to any civil liability, and (I) the Tenant
shall have furnished such security, if any, as may be required in the proceedings.

14. Damage or Destruction.

14.1. Tenant to Restore. If the Terminal or the Demised Premises shall be damaged or
destroyed by fire or other casualty (and if this Lease shall not have been terminated as provided
in Section 14.2), then, whether or not (i) the damage or destruction shall have resulted from the
fault or neglect ofthe Tenant or any other Person, or (ii) the insurance proceeds shall be adequate
therefor, the Tenant will repair the damage, and restore the Demised Premises at the Tenant's
expense, promptly and expeditiously and with reasonable continuity, to the same or better
condition as existed before the casualty and in such a manner as is otherwise consistent with this
Lease and the Tenant's uses of the Demised Premises, in each case subject to all then existing
Legal Requirements; provided, however, that (w) any such repair and restoration obligation of
the Tenant shall be contingent upon the Landlord's repair and restoration of the Terminal and all
structural components (which for greater clarity, shall also include the main trunk line for
electrical and plumbing, but which shall not include the Tenant's improvements, fixtures,
equipment, electrical connecting to the main trunk Iine, plumbing connecting to the main trunk:
line, and other property) of the Demised Premises, (x) in accordance with Section 9.2 Landlord
shall make all repairs and restoration necessary in the Public Area (y) if the damage or
destruction resulted from any plumbing, electrical or structural failure, then Landlord shall be
responsible for all related repairs and restoration and (z) any such repair, reconstruction or
restoration by the Tenant would be without prejudice to the Tenant's rights (or of its insurers) to
claim any amounts incurred by such reconstruction to the responsible party. If the damage or
destruction is such that renders the Demised Premises unusable, the Landlord shall use
reasonable efforts to relocate the Tenant to comparabJe alternative facilities (in size and
functionality) during such repair and restoration. Any repair or restoration by the Tenant of the
Demised Premises following a casualty shall be considered an Alteration for the purposes of
Section 4. Notwithstanding the foregoing sentence, the Tenant shall not be required to obtain the
Landlord's consent for the reasonably detailed preliminary plans for the Alteration pursuant to
Section 4.3 if such preliminary plans are for repair or restoration to return the Demised Premises
to substantially the same condition that existed immediately prior to the casualty, If as a result of
the repairs or restoration, a new certificate of occupancy shall be necessary for the Demised
Premises, the Tenant will obtain and deliver to the Landlord a temporary or fmal certificate of
occupancy before the damaged portions of the Demised Premises shall be reoccupied for any
purpose,

14.2. Termination of Lease.

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

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

14.2.3. Substantial Destruction. 1£ a Substantial Destruction shall occur, other
than during the last 18 months of the Term, and the repair or restoration of the Substantial
Destruction would, :in the Landlord's reasonable judgment, require more than six months
to complete, the Tenant may terminate this Lease by giving the Landlord notice of its
election to terminate this Lease within 30 days following the occurrence of the
circumstance giving rise to the Substantial Destruction.

14.2.4. Effect of Termination. In the event of the termination of this Lease under
the provisions of Section 14.2.1, 14.2.2, or 14.2.3, this Lease shall expire (subject to the
provisions of Section 25.17) as fully as of the earlier of (i) the date on which the Tenant
could no longer operate from the Demised Premises as a result of such casualty or (ii) on
the date fixed in the notice of termination, in each case, as if such date were the date
originally fixed for the expiration of the TeIDl, and the Tenant will vacate the Tenant
Areas and .surrender them to the Landlord on the date fixed for termination. The Base
Rent and additional rent shall.be apportioned and paid by the Tenant up to and including
the date of termination. If the Tenant elects to terminate this Lease under the provisions
of Section 14.2.1 or 14.2.3, the Tenant will (at the Tenant's expense), unless otherwise
directed by the Landlord, demolish all damaged improvements in the Demised Premises
and remove and properly dispose of the debris.

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

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

15. Eminent Domain.

15.1. Total Taking. If there shall occur a Taking (other than for temporary use) of the
whole of the Terminal (a 'Total Taking"), this Lease shall terminate as of the Taking Date.

15.2. Partial Taking. If there shall occur a Taking (other than for temporary use) of any
part of the Terminal, and if the Taking shall not constitute a Total Taking (a "Partial Taking"),
the Tenant may elect to terminate this Lease if the Partial Taking shall be of a portion of the
Terminal such that, in the Tenant's reasonable judgment (taking into account any alternatives
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proposed by the Landlord), the remaining portion of the Tenant Areas shall not be adequate for
the proper conduct of the Tenant's operations. The Tenant will give at least 30 days notice of the
Tenant's election to the Landlord not later than 60 days after the later to occur of (i) the delivery
by the Landlord to the Tenant of notice of the Partial Taking, and (iijthe Taking Date. If the
Tenant does not elect to terminate this Lease as provided above, this Lease shall nonetheless be
considered terminated with respect to the Tenant Areas subject to the Partial Taking and the
Tenant's rental obligation hereunder shall be adjusted accordingly to account for such Partial
Taking.

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

15.4. Temporary Taking.

15.4.1. In GeneraL If there shall occur a Taking for temporary use of all or part of
the Tenant Areas, the Tenant shall be entitled, except as hereinafter set forth, to receive
the portion of the award fat the Taking that represents compensation for the use and
occupancy of the Tenant Areas, for the taking of the Tenant's Property, for any
Alterations made to the Tenant Areas after the Commencement Date at the Tenant's
expense, for moving expenses, and for the cost of restoration of the Demised Premises.
Subject to the provisions of Section 15.4.2, the Tenant's rights and obligations under this
Lease shall be unaffectedby the Taking for temporary use and the Tenant shall continue
to be responsible for the performance of all of its obligations hereunder except insofar as
the performance is rendered impractical by the Taking. If the period of temporary use or
occupancy shall extend beyond the expiration date of the Term, the portion of the award
that represents compensation for the use or occupancy of the Tenant Areas shall be
apportioned between the Landlord and the Tenant so that the Tenant shall receive so
much thereof as relates to the period before the expiration date and the Landlord shall
receive so much thereof as relates to the period after the expiration date. All payments to
which the Tenant may be entitled as part of an award for temporary use or occupancy for
a period beyond the date to which the Base Rent and additional rent hereunder have been
paid by the Tenant shall be payable to the Landlord, to be held by it as a trust fund for
payment of the Base Rent and additional rent falling due hereunder and shall be applied
by the Landlord to the Base Rent and additional rent as the Base Rent and additional rent
fall due. lfthe Tenant receives an award for the Taking to compensate the Tenant for its
use and occupancy of the Tenant Areas, for the Taking of the Tenant's Property, for any
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Alterations made to the Tenant Areas after the Commencement Date at the Tenant's
expense, for moving expenses and for the cost of restoration of the Demised Premises,
the Tenant shall not be entitled to any abatement of Base Rent or any additional rent
during any Taking for temporary use or occupancy. If the Tenant does not receive such
award, the Tenant's rental obligation hereunder shall be adjusted accordingly to account
for and during the time of such temporary Taking.

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

, 15.5. Restoration. In the event of any Taking of any portion of the Terminal that does
not result in a termination of this Lease, the Tenant will repair, alter and restore the remaining
part of the Demised Premises, at the Tenant's expense, promptly and expeditiously and with
reasonable continuity, so as to constitute (to the maximum extent feasible) a complete and
tenantable Demised Premises that shall be substantially comparable in quality and service to the
Demised Premises, as they existed immediately before the Taking; vrovided, however, that if
such Taking is exercised by the City of Los Angeles, such repairs, alterations and restoration
shall be made at the Landlord's expense. All repairs, alterations or restoration shall otherwise be
performed in substantially the same manner and subject to the same conditions as provided in
Section 14.1 relating to damage or destruction.

- '

15.6. Effect of Termination. In the event of the termination of this Lease under the
provisions of Sections 15.1, 15.2, or 15.4.2, this Lease shall expire (subject to the provisions of
Section 25.17) as fully on the date specified herein for termination, or fixed in the applicable
notice of termination; as if that were the date originally fixed for the expiration of the Term, and
the Tenant will vacate the Tenant Areas and surrender them to the Landlord on the date of
termination. The Base Rent and additional rent shall be apportioned and paid by the Tenant up
to and including the date of termination.

16. Assignment, Subletting, Gate Use.

16.1. Landlord's Consent Required. Subject to the provisions of Section 16.2, the
Tenant will not assign, mortgage or encumber this Lease without the prior written consent of the
Board, nor sublet, license, nor sublicense the Demised Premises or any part thereof, without the
prior written consent of the Executive Director, in each instance, and any such, assignment,
mortgage, encumbrance, license, subletting, or sublicensing made without the consent of the
Board, or the Executive Director, as applicable, shall be void. The Landlord may withhold its
consent to any assignment, mortgage or encumbrance of this Lease, or any subletting, license, or

,sublicense of the Demised Premises or any part thereof in the exercise of the Landlord's
reasonable discretion. The consent by the Landlord to any assignment, mortgage, encumbrance,
license, subletting, or sublicensing shall not relieve the Tenant from obtaining the consent of the
Landlord to any other or further assignment, mortgage, encumbrance, license, subletting, or
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sublicensing not expressly permitted by this Section 16. Any Person accepting an assignment of
this Lease shall be deemed to have assumed all of the obligations of the Tenant hereunder. Any
license or sublicense of the Tenant Areas or any portion thereof shall be deemed a subletting for
all purposes of this Section 16. For the purposes of this Section 16, any merger or consolidation
of the Tenant (in which the Tenant is not the surviving party), any sale of substantially all of the
assets of the Tenant, any other circumstance that results in an assignment of this Lease by
operation of law, and the transfer (as part of a single plan of transfer) of 50% or more of the
voting securities of the Lessee shall be deemed an assignment of this Lease subject to the
provisions of this Section 16. .

16.2. SUblettings, Assignments and Gate Use.

16.2.1. Sublettings. If the Tenant wishes to sublet any portion of the Demised
Premises, the Tenant will notify the Landlord of the Tenant's intention to sublet,
including 0) a description of the portion of the Demised Premises that the Tenant intends
to sublet (the "Proposed Sublease· Space"), and (ii) the date on which the Proposed
Sublease Space will become available, which date shall be no later than six months
following the delivery of the notice. If (x) the Tenant has not met its Minimum
Utilization Requirement, the proposed sublease is a result of an accommodation pursuant
to Section 19.5.4, and the proposed sublease is for a Gate and does not include a notice of
termination provision requiring at least six (6) months advance notice of termination by
the Tenant to the subtenant, or (y) the proposed sublease is for space other than a Gate,
and such proposed sublease is (A) to an entity not operating in the Terminal, or (B) to an
entity that is not providing services to the Tenant, the Landlord may, within 30 days after
delivery of the Tenant's notice, elect by notice to the Tenant to recapture or not to
recapture the Proposed Sublease Space in accordance with the provisions of
Section 16.2.2. If the Landlord fails to timely make either election, the Landlord will be
deemed to have made an election not to recapture the Proposed Sublease Space, with the
same effect as if that election had been made. Before subletting the Demised Premises or
any portion thereof, the Tenant will submit to the Landlord a request for the Landlord's
consent to the SUbletting, which request shall contain or be accompanied by the following
information: (i) the name and address of the proposed subtenant, (ii) the basic economic
terms and conditions of the proposed subletting, (iii) the nature and character of the
business of the proposed subtenant and of its proposed use of the Demised Premises, and
(iv) current financial information as to the proposed subtenant. Within 30 days following
the Landlord's receipt of the request for consent to the proposed subletting (and of the
Landlord's receipt of such further financial and other information regarding the proposed
subtenant as the Landlord may reasonably request), the Landlord will advise the Tenant
whether the Landlord consents to the proposed subtenant. If the Landlord approves the
proposed subtenant, the Landlord shall have the further right to approve the form of
sublease, which approval shall not be unreasonably withheld. Within 30 days following
the Tenant's request for the Landlord's consent to the form ofthe sublease (which request
shall include an original or copy of the fully executed sublease), the Landlord will advise
the Tenant as to whether the Landlord consents to the form.

16.2.2. Recapture of Sublet Space. If the Landlord elects to recapture Proposed
Sublease Space in accordance with the provisions of Section 16.2.1, (i) the Tenant will
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surrender the Proposed Sublease Space on the date specified in the Tenant's notice
referred to in the first sentence of Section 16.2.1, in the condition required by the
provisions of this Lease, (ii) the Proposed Sublease Space shall be eliminated from the
Demised Premises, (iii) the Base Rent shall be recalculated after subtracting the square
footage of the Proposed Sublease Space from the then square footage of the Demised
Premises immediately before the recapture, (iv) any other additional rent payable for any
period from and after the date of the recapture shall be appropriately adjusted, (v) any
necessary proration of the Base Rent, and all other additional rent will be made as if, for
the Proposed Sublease Space, the date of the recapture were the last day of the Term, and
(vi) the Tenant will reimburse the Landlord, promptly upon request, for the Landlord's
reasonable costs of separately demising the Proposed Sublease Space, in a manner
mutually acceptable to the Landlord and the Tenant, and (vii) the Tenant shall be released
from all liability or obligations hereunder relating to the Proposed Sublease Space except
such liabilities or obligations that occurred during the Tenant's occupancy and which
expressly survive termination of this Lease. If the Proposed Sublease Space is all of the
Demised Premises (or so much of the Demised Premises that, in the Landlord's
reasonable opinion, no other potential Terminal User- could make use of the remaining
Demised Premises for the purpose of conducting passenger flight operations from the
Terminal), and if the Landlord elects to recapture the Proposed Sublease Space in
accordance with the provisions of Section 16.2.1, (i) the Tenant will surrender the
Demised Premises on the date specified in the notice referred to in the first sentence of
Section 16.2.1, in the condition required by the provisions of this Lease, (ii) the Base
Rent and all additional rent will be prorated as of the date of the recapture, and (iii) this
Lease will terminate (subject to the provisions of Section 25.11) as of the date of the
recapture.

16.2.3. Assignments. If the Tenant wishes to assign this Lease, the Tenant will
notify the Landlord of its intention to assign and the date on which the Demised Premises
will become available,which date shall be no later than twelve months following the
delivery of the notice. The Landlord may, within 30 days after the delivery of the
Tenant's notice, elect by notice to the Tenant to recapture the Demised Premises in
accordance with the provisions of this Section 16.2.3. If the Landlord fails timely to
make either election, the Landlord will be deemed to have made an election not to
recapture the Demised Premises, with the same effect as if that election had been made.
If the Landlord elects to recapture the Demised Premises, in accordance with the
provisions of this Section 16.2.3, (i) the Tenant will surrender the Tenant Areas on the
date specified in the notice referred to in the first sentence of this Section 16..2.3,in the
condition required by the provisions of this Lease, (ii) the Base Rent and all additional
rent will be prorated as of the date of (he recapture, and (iii) this Lease will terminate
(subject to the provisions of Section 25,17) as of the date of the recapture. Before
assigning this Lease, the Tenant will submit to the Landlord a request for the Landlord's
consent to the assignment, which request shall contain or be accompanied by the
following information: (i) the name and address of the proposed assignee, (ii) the basic
economic terms and conditions of the proposed assignment, (iii) the nature and character
of the business of the proposed assignee and of its proposed use of the Demised Premises,
and (iv) current financial information as to the proposed assignee. Within 30 days
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following the Tenant's request for the Landlord's consent to an assignment, the Landlord
will advise the Tenant as to whether the Landlord consents to the assignment.

16.3. Terms of aU Sublettings, etc. Every subletting by the Tenant is subject to the
express condition, and by' accepting a sublease hereunder each subtenant shall be conclusively
deemed to have agreed, that the sublease is subject to all of the provisions of this Lease, and that
if this Lease should be terminated' before its expiration date or if the Landlord shall succeed to
the Tenant's estate in the Demised Premises, then, at the Landlord's election (i) the subtenant
shall attorn to and recognize the Landlord as the subtenant's landlord under the sublease and the
subtenant will promptly execute and deliver any instrument the Landlord may reasonably request
to evidence the attornment, or (ii) the Landlord may terminate the sublease in the exercise of the
Landlord's discretion. The Tenant shall remain fully liable for the performance of aU of the
Tenant's obligations hereunder notwithstanding any assigrunent of this Lease or SUbletting of any
portion of the Demised Premises and, without limiting the generality of the foregoing, shall
remain fully responsible and liable to the Landlord for all acts and omissions in violation of any
of the provisions of this Lease of any subtenant or anyone claiming by, through or under any
subtenant. Each sublease of all or a portion of the Demised Premises shall expressly prohibit the
subtenant thereunder from further subletting any portion of the subleased premises without the
consent of the Landlord and the Tenant. In the case of any sublease entered into bythe Tenant
under Section 16.2.1, the sublease shall not be effective until the Tenant and the proposed
subtenant shall have executed and delivered to the Landlord the Landlord's customary form of
consent to subletting. In no event will the Tenant knowingly (1) enter into a sublease with any
Person entitled to claim sovereign immunity other than the federal government, or (ii) enter into
an assignment with any Person entitled to claim sovereign immunity. No assignment of this
Lease shall be binding upon the Landlord unless (i) the assignment is approved by the Landlord,
and (ii) the assignee shall execute and deliver to the Landlord an instrument, recordable in form,
under which the assignee agrees unconditionally to be personally bound by and to perform all of
the obligations of the Tenant hereunder. A failure or refusal of the assignee to execute or deliver
such an instrument shall not release the assignee from, its liability for the obligations of the
Tenant assumed by the acceptance of the assignment of this Lease.

16.4. Gate Use.

16.4.1. The Tenant agrees that prior to licensing or permitting the use of Gates to
other airlines (the "Handled Airline") through handling agreements, codeshare
agreements, alliance agreements or otherwise, the Tenant shall, by written notice, notify
the Landlord 30 days prior to such proposed use. The Landlord shall have the right at
any time to object to the use by the Handled Airline of Gates and shallhave therightto
require the Tenant to terminate Such use by the Handled Airline of Gates upon 60 days
advance written notice; provided, however, that if the proposed Handled Airline is an
Affiliate, the Landlord shall have the right to object to the use by such Handled Airline
provided that such objection is reasonable. The Tenant acknowledges and agrees that the
Tenant's indemnification of the Landlord as required under this Lease shall extend to the
use, occupancy and operations of the Handled Airline in the Terminal.

16.4.2. Notwithstanding Section 16.4.1, ifthe Tenant obtains prior written consent
from the Executive Director for the license or permit of Gates by a Handled Airline,
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which consent shall not be unreasonably withheld, the Landlord agrees that it shall not
require the Tenant to terminate such licensing or permitting agreement for the use of
Gates during the term of such licensing or petrrritting agreement.

16.43. The Landlord is hereby giving consent to the licensing or permitting of me
Gates to Air Tran Airways (the "Pre-Approved Airline"), provided that the Pre-Approved
Airline commence the use of the Tenant's Gates within 12 months from the Execution
Date. If any Pre-Approved Airline has not commenced the use of the Tenant's Gates
within 12 months from the Execution Date, the Tenant shall be subject-to Section 16.4.1
and Section 16.4.2 with respect to the licensing or permitting of a Gate to such airline.

17. Events of Default, Remedies, etc ..

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

17.1. Events of Default If anyone or more of the following events shall occur (each
being referred to as an "Event of Default"):

(a) if the Tenant shall fail to pay any installment of Rent or any
amount of additional rent on the date the same becomes due and payable and the
failure shall continue for more than five Business Days after the Tenant receives
notice from the Landlord of the failure (which notice and five Business Day
period shall be in lieu of, and not in addition to, the notice requirements of
Section 1161 of the California Code of Civil Procedure or any successor or
similar provision of law, now or hereafter in effect); or

(b) if the Tenant shall fail to respond to the requests or requirements of
the TSA pursuant to the Tenant's obligations under Section lA.3(b)(iii) and the
failure shall continue for more than thirty (30) days, or

(c) if the Tenant shall fail to perform or comply with the provisions of
Section 9.1, and the failure shall continue for more than the thirty (30) days,
provided that in the case of any such failure that is susceptible of cure but that
cannot with diligence be cured within: thirty (30) days, if the Tenant shall
promptly have commenced to cure the failure and shall thereafter prosecute the
cure of the failure in good faith and with diligence, the period within which the
failure may be cured may be extended by the Landlord, in the exercise of its
reasonable discretion, for such period of time as shall be reasonably necessary for
the cure of the failure with diligence; or
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(d) if any insurance required to be maintained by the Tenant under the
terms of Section 10 shall be cancelled or terminated or shall expire (and if
replacement insurance complying with the tenus of Section 10 shan not have been
effected prior to the cancellation, termination or expiration), or shall be amended
or modified, except, in each case, as permitted by the terms of Section 10; or

(e) if the Tenant shall enter into any assignment of this Lease or any
sublease without the consent of the Landlord under the terms of Section 16;

(f) if the Tenant shall fail to comply with any provision of Section 18,
and the failure shall continue for more than 30 days after the Tenant receives
notice from the Landlord of the failure (which notice and 30-day period shall be
in lieu of; and not in addition to, the notice requirements of Section 1161 of the
California Code of Civil Procedure or any successor or similar provision of law;
now or hereafter in effect); or

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

(g) if the Tenant shall fail to perform or comply with any term of this
Lease (other than those referred to in clauses (a) through UD. of this sentence) and
the failure shall continue for more than 30 days after the Tenant receives notice
from the Landlord of the failure (which notice and 30-day period shall be in lieu
of, and not in addition to, the notice requirements of Section 1161 of the
California Code of Civil Procedure or any successor or similar provision of law,
now or hereafter in effect); or

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

. G) if a court or governmental authority of competent jurisdiction shall
enter an order appointing, without consent by the Guarantor, a custodian, receiver,
trustee or other officer with similar powers with respect to the Guarantor or with
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respect to any material part of its property. or if an order for relief shall be entered
in any case or proceeding for liquidation or reorganization or otherwise to take
advantage of any bankruptcy or insolvency law of any jurisdiction, or ordering the
dissolution. winding-up or liquidation of the Guarantor, or if any petition for any
such relief shall be filed against the Guarantor and such petition shall not be
dismissed within 60 days; or

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

(1) if (i) the Tenant, or (ii) any of its Affiliates that is a parent or
wholly-owned subsidiary of the Tenant, shall be in default beyond the expiration
of any applicable notice and cure periods under any other lease, license, permit or
contract to which the Landlord shall be a party; or

. (m) if the Tenant shall fail to pay when due any amount due under the
Landing Fee and such failure continues forthe longer of (i) ten (10) days from the
date the Tenant receives notice of such failure, or (ii) the cure period for a failure
to pay such Landing Fee under the terms and conditions of the applicable
agreement; or

(n) if the Tenant shall fail to remit when due to the Landlord any
Passenger Facility Charges;

17.2. Repossession, etc. If an Event of Default shall have occurred and be continuing,
the Landlord, whether or not the Term of this Lease shall have been terininated under
Section 17.1, may enter upon and repossess the Demised Premises or any part thereof by
summary proceedings, legal process or otherwise in accordance with applicable law, and may
remove the Tenant and all other persons and any and all property from the Tenant Areas. At.the
expense of the Tenant, the Landlord may store any property so removed from the Tenant Areas.
The Landlord shall be under no liability for or by reason of the entry, repossession or removal.
No re-entry or repossession of the Demised Premises or any, part thereof by the Landlord shall
be construed as an election by the Landlord to terminate this Lease unless notice of the
termination be given to the Tenant under Section 17.1.

then and in any such event the Landlord may at any time thereafter, during the continuance of the
Event of Default, give a written termination notice to the Tenant specifying a date (not fewer
than 30 days from the date the notice is given) on which this Lease shall terminate, and on that
date, subject to the provisions of Section 25.17, the Term shall terminate by limitation and all
rights of the Tenant under this Lease shall cease. The Tenant will pay, as additional rent! all
reasonable costs and expenses incurred by or on behalf of the Landlord (including, without
limitation, reasonable attorneys' fees and expenses) occasioned by any default by the Tenant
under this Lease.
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17.3. Damages.

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

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

17.3.2. Final Damages. In the event of a termination of this Lease as a result of
the Tenant's default, the Tenant will pay to the Landlord, whether or not·the Landlord
shall have collected any monthly installment described in Section 17.3.1, as and for final
damages, an amount equal to the sum of the following:

(a) the value at the time of the award of any unpaid Base Rent,
and all other additional rent due as of the date of the termination of this
Lease;

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

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

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

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

17.5. Relettinz. In case of any termination of this Lease under Section 17.1 or any
repossession of the Demised Premises under Section 17.2, the Landlord may relet the Demised
Premises on such terms as the Landlord in its discretion may deem advisable. If the Landlord
relets all or any part of the Demised Premises for all or any part of the period commencing on the
day following the date of the termination or repossession and ending on the last day of the Term
(had this Lease not been terminated), the Landlord will credit the Tenant with the net rents
(including any other sums) received by the Landlord from the reletting, the net rents to be
determined by first deducting from the gross rents as and When received by the Landlord from
the reletting the expenses incurred or paid by the Landlord in terminating this Lease and re-
entering the Demised Premises and securing possession thereof, as well as the reasonable
expenses of reletting, including altering and preparing the Demised Premises for new tenants,
brokers' commissions, and all other expenses properly chargeable against the Tenant Areas and
the rental therefrom in connection with the reletting, it being understood that any relerting may
be for a period equal to or shorter or longer than the balance of the Term, provided that (i) in no
.event shall the Tenant be entitled to receive any excess of the net rents over the sums payable by
the Tenant to the Landlord hereunder, (ii) in no event shall the Tenant be entitled, in any suit for
the collection of damages under this Section 17 :5, to a credit in respect of any net rents from a
reletting except to the extent that the net rents are actually received by the Landlord, and (iii) if
the Demised Premises or any part thereof should be relet in combination with other space, then
proper apportionment on the basis of rentable area shall be made of the rent received from the
reletting and of the expenses of reletting. The inability of the Landlord to relet the Demised
Premises or any part thereof shall not release or affect the Tenant's liability for damages for any
breach of the provisions of this Lease.

. 17.4. Security. Following the occurrence and during the continuance of an Event of
.Default, the Landlord may apply the amount held by it under the Performance Guaranty toward
any obligation of the Tenant under this Lease. The Tenant hereby waives the provisions of
Section 1950.7 of the California Civil Code and all other provisions of any successor or similar
provision of law, now or hereafter in effect, that provide that a landlord may claim from a
security deposit only those sums reasonably necessary to remedy defaults in the payment of rent,
to repair damage caused by the tenant or to clean the demised premises, the Tenant having
agreed in this Lease that the Landlord may, in addition, claim those sums specified in this··
Section 17. Neither the Performance Guaranty nor any other security or guaranty for the
performance of the Tenant's obligations that the Landlord may now or hereafter hold shall
constitute a bar or defense to any action initiated by the Landlord for unlawful detainer or for the
recovery of the Demised Premises, for the enforcement of any obligation ofthe Tenant, or for the
recovery of damages suffered by the Landlord as a result of any Event of Default.
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17.6. Other Remedies. Upon the occurrence of an Event of Default by the Tenant of
any of the provisions of this Lease, the Landlord shall have the right of injunction and the right
to invoke any remedy permitted at law or in equity in addition to any other remedies specifically
mentioned in this Lease. The remedies specified herein are: cumulative, and the exercise of one
remedy shall not preclude the exercise of any other remedy available to the Landlord herein. No
exercise by the Landlord of any remedy specifically mentioned in this Lease or otherwise
permitted by law shall be construed, alone or in combination, as the exercise by the Landlord of
its right to terminate this Lease unless the Landlord has in fact given written notice of the
termination of this Lease. Notwithstanding the exercise of any other remedy, the Landlord may
at any later time exercise its right to terminate this Lease.

17.7. Tenant's Waiver of Statutory Rights. The Tenant hereby expressly waives any
and all rights, so far as is permitted by law, that the Tenant might otherwise have to (a) redeem
the Demised Premises or any interest therein, (b) obtain possession of the Demised Premises, or
(c) reinstate this Lease, after any repossession of the Demised Premises by the Landlord or after
any termination of this Lease, whether the repossession or termination shall be by operation of
law or under the provisions of Section 17.1 or 17.2.

17.8. Landlord's Right to Perform Tenant's Covenants. If the Tenant shall default in
the observance or performance of any term or covenant on the Tenant's part to be observed or
performed under the terms of this Lease, the Landlord may, without being under any ·obligation
to do so, and without waiving the default, remedy the default for the account of the Tenant,
immediately and without notice in case of emergency, and in any other case if the Tenant shall
fail to remedy the default with all reasonable dispatch after the Landlord shall have notified the
Tenant of the default and the applicable grace periodfor curing the default shall have expired. If
the Landlord makes any expenditures or incurs any obligations for the payment of money in
connection with the remedy of any such default, the actual sums paid and obligations incurred
(together with a charge of 25 percent of the actual sums paid and obligations incurred for the
Landlord's related administrative costs and overhead) shall be deemed to be additional rent
hereunder and shall be reimbursed by the Tenant to the Landlord promptly after submission of a
statement to the Tenant therefor, together with interest at the Stipulated Rate from the date of
payment by the Landlord to the date of reimbursement. In the case of the Landlord's remedy of
any default by the Tenant of the Tenant's obligations under Section 9.1, or any other default
requiring the performance of work at the Tenant Areas, the Landlord shall also charge a
surcharge of25 percent of the Landlord's out-of-pocket costs.

18. Performance Guaranty.

18.1. Initial Perfonnance Guaranty. ItshaIl be a condition to the effectiveness of this
Lease that, by the Closing Date, the Tenant shall have delivered a security deposit (the
"Performance Guaranty") to the Landlord at the following address:

Revenue Accounting
Department of Airports
P.O. Box 92214

.Los Angeles, California 90009
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The initial amount of the Performance Guaranty shall be the amount reflected on the Basic
Information Schedule as the "Performance Guaranty Amount", which is three times the sum of
the amount of the initial estimated monthly installments of the Base Rent, and all other additional
rene The Performance Guaranty may only be in the form of a cashier's check or in the fonn of
an irrevocable bank letter of credit (and if the Performance Guaranty is for an amount equal to or
greater than $5,000.00, the Performance Guaranty must be in the form of an irrevocable bank
letter of credit), in either case issued by a bank approved by the Landlord, which approval shall
not be unreasonably withheld. Any irrevocable bank letter of credit shall be self-renewing
annually (but subject to termination as of any renewal date upon not less than 60 days' prior
notice to the Landlord, in accordance with Section 20) and shall otherwise be in such form as
may be approved by the City Attorney, which approval shall not be unreasonably withheld. The
Performance Guaranty shall not be in lieu of any other guaranty required by the Landlord in
connection with this Lease, nor shall any other guaranty in favor of the Landlord relating to any
obligation of the Tenant, whether in connection with this Lease or otherwise, stand wholly or
partly in lieu of the Performance Guaranty. To the extend there is a: security deposit held by the
Landlord prior to the Commencement Date pursuant to the Tariff, such security deposit shan be
applied towards the Performance Guaranty required under this Section 18.1.

18.2. Increases to Perfonnance Guaranty. Whenever under the terms of this Lease the
monthly amounts payable by the Tenant on account of the Base Rent, and all other additional
rent increase, such that the amount of the aggregate cumulative increase shall exceed ten percent
of the amount-of the existing Performance Guaranty, the Tenant will, within 30 days of the

"delivery by the Landlord of a notice requiring that the Performance Guaranty be increased,
deliver a new Performance Guaranty to the Landlord at the address specified in Section 18.1 (or
such other address as the Landlord may from time to time specify for the purpose of this Section
18.2) in the amount of three times the sum of the amount of the then current monthly
installments of the Base Rent, and all other additional rent. Upon the application by the
Landlord of any portion of the Performance Guaranty under the terms _of Section 17.4, the
Tenant will immediately deliver a new Performance Guaranty to the Landlord in the amount of
the Performance Guaranty immediately before the application.

18.3. Purpose; Return. The Performance Guaranty shall be held by the Landlord as
security for the faithful performance by the Tenant of all of the terms, provisions, and covenants
to be performed by the Tenant under this Lease, including the payment of the Base Rent, and all
other additional rent. Upon the expiration or earlier termination of the Term, and if the Tenant
has satisfied all of its obligations to the Landlord under this Lease, the Landlord will return the
Performance Guaranty to the Tenant. Without limiting the generality of the first sentence of this
Section 18.3, the Performance Guaranty is intended as security for the final damages under this
Lease described in Section 17.3.2, as well as for the monthly installments of damages described
in Section 17.3.1. To the extent necessary to permit the Landlord to retain the Performance
Guaranty until any final damages have been determined, the Tenant waives the application of
Section 1950.7 of the California Civil Code.

18,4 Replacement Security Deposit Methodology. Notwithstanding this Section 18, if
the Landlord adopts and implements an airline funded bad debt reserve or similar methodology
to replace the current performance guaranty requirements for airlines under the Tariff or terminal
leases at the Airport, the Landlord and the Tenant agree that upon mutual agreement, such
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replacement security deposit methodology shall replace the Performance Guarantee requirement
under this Section 18 without the prior approval or later ratification by the Board or the Los
Angeles City Council.

19. Space Utilization.

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

19,2,' Cancellation upon Cessation of Service. If the Tenant shall for any reason cease
to operate regularly scheduled or actual flight services at the Airport other than for reasons due to
acts,' events Of conditions beyond the Tenant's control such as acts of God, weather conditions,
work stoppages and other labor actions, riots, rebellion, sabotage, acts of a public enemy, war,
terrorism, and insurrection, the Landlord may, on at least 30 days' prior notice to the Tenant,
caned this Lease. In the event of such a cancellation of this Lease, (i) the Tenant shall surrender
the Demised Premises on the date specified in the Landlord's notice, in the condition required by
the provisions of this Lease, (ii) the Base Rent and all additional rent shall be prorated as of the
date of the cancellation, and (iii) this Lease shall terminate (subject to the provisions of
Section 25.17) as of the date specified in the Landlord's notice.

19.3, Tenant's Preferential-Use Gates,

19.3.L As of the Commencement. Date, the Landlord has initially designated
twelve (12) Gates in the Terminal as preferential use (such Gates, the "Tenant's
Preferential-Use Gates"). The Preferential-Use Gates as of the Commencement Date are.
identified in Exhibit A-4 attached hereto. The Tenant acknowledges that upon the
completion of the gate realignment plan contemplated under the Terminal l Renovations,
the Landlord may designate different Gates in the Terminal as Preferential-Use Gates and
Exhibit AA shall be amended by the Executive Director, subject to City Attorney
approval as to form, upon such modification.

(a) Notwithstanding Section 19.3.1 above, during the
construction of the. Terminal! Renovations, the Tenant shall at all times
have access to twelve (12) Gates in the Terminal regardless of the initial
designation of the Gates pursuant to Section 19.3.1 as preferential-use or
common use; provided, however, that this exception shall not extend
beyond forty-two (42) month from the Settlement Execution Date, unless
otherwise extended by the Executive Director in his or her sole discretion,
and provided further, that such extension by the Executive Director shall
not exceed eighteen (18) months. .

19.3.2. Te.rIDinal1 Renovations Construction Period.

(b) To facilitate the timely completion ofthe Terminal 1
Renovations to mitigate passenger inconvenience and disruption to the
traveling public, the Landlord agrees that other airlines will not be
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relocated into the Terminal before the earlier of (i) completion of the
renovation of the West Ticket Lobby and the West Arrivals Level, (ii)
eighteen (18) months from the date that U.S. Airways is relocated from the
Terminal, orjiii) twenty-four (24) months from the Commencement Date.

19.3.3. The Executive Director, in his or her sale discretion, may from time to
time issue protocols for the assignment of flights on Gates designated as either
preferential-use or common-use in the Terminal (the <OT!Scheduling Protocols")' The
Tl Scheduling Protocols may be a subset of Airport-wide scheduling protocols (the
"NJport- Wide Scheduling Protocols", and together with the Tl Scheduling Protocols, the
"Scheduling Protocols;').

19.3.4. The Tenant's scheduled access to the Tenant's Preferential-Use Gates and
common-use Gates, if any, in the Terminal may be limited to certain periods of time
based on the Scheduling Protocols issued by the Executive Director from time to time in
accordance with this Lease.
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19.3.5.,Notwithstanding anything in this Lease to the contrary, in order to
minimize operational inconvenience to other airlines' air passengers and aircraft
operations, the Tenant shall make good faith efforts to assist the Landlord in
accommodating other airlines' aircraft operations on the Tenant's Preferential-UseGates
during periods of emergencies and irregular operations caused by, among other things as
reasonably determined by the Executive Director, extreme weather at the Airport or other
airports, air traffic control or airline operational technology failures, aviation incidents or
accidents, labor strikes or slowdowns, acts of God, enemy action, terrorist acts, or civil
commotion. The Tenant's obligations to make good faith efforts to assist the Landlord in
such circumstances shall not be constrained by the notice period contained in Section
19A or any other notice period, although the Executive Director shall make good faith
efforts to provide the Tenant with as much notice as is reasonably possible once a period
of emergency or irregular operations has been determined to exist. However, the
Tenant's obligations under this subsection shall not extend to a requirement that the
Tenant's scheduled aircraft operations will be unduly delayed or inconvenienced, as
determined by the Executive Director, and the Tenant's irregular operations shall have
priority over the irregular operations of other Airlines on the Tenant's Preferential-Use
Gates. In addition, the Tenant's obligation to make good faith efforts as described herein
shall not be extended to accommodate aircraft of Airlines having a lease with the
Landlord at the Airport that provides such Airline with Gates that are either (a) exclusive-
use, or (b) preferential-use but does not provide, in a lease or by another agreement; an
obligation for such Airline to accommodate the Tenant's flights on such Gates during
periods of emergency or irregular operations.

19.4. Lmldlord's Preferential-Gate Scheduling Rights. For the purpose of the
Landlord's scheduling of aircraft of other Airlines on the Tenant's Preferential-Use Gates, the
Scheduling Protocols are applicable to preferential-use Gates in the Terminal only during Non-
Active Periods. The Landlord's determination of the Non-Active Periods shall be based on the"
Airlines' published schedules. For purposes of determin.ing the Non-Active Periods, the Tenant
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shall provide the Landlord with 30 days' advance written notice of such schedule change. In
addition to any other requirement included in the Scheduling Protocols, the Landlord shall have
the right at any time to schedule aircraft operations of other Airlines on the Tenant's Preferential-
Use Gates if such scheduling will not interfere with the Tenant's, its Landlord-approved
subtenanus)' ,handled airlines', accommodated Requesting Airlines', alliance partner airlines' or
codeshare airlines', periods of Active Loading and Active Unloading. The Executive Director
shall use reasonable efforts to provide the Tenant one week advance notice prior to scheduling
aircraft on the Tenant's Preferential-Use Gates.

19.5. Landlord's Accommodation Rights.

19.5.1. The Tenant acknowledges that the Landlord has an obligation under
Federal law to provide Airport access to all qualified airlines on reasonable terms and
without unjust discrimination. As such, the Tenant agrees that its first priority scheduling
and preference on the Tenant's Preferential-Use Gates includes an associated obligation
to make best efforts, to assist the Landlord in accommodating, at the Tenant's
Preferential-Use Boarding Facilities, Airlines seeking to initiate air service at the Airport,
including new entrant carriers and limited incumbent carriers as defined by 14 CFR
93.213, as may be amended from time to time, as well as other incumbent Airlines
seeking to expand their present air service at the Airport which air service may include,
but not be limited to, air service that enhances competition on routes served by the Tenant
and/or other Airlines operating at the Airport, whether such air service is provided by
current or future Airlines operating at the Airport; provided, however, that such
obligation shall not include or require the Tenantto adjust its published schedule or
aircraft type. The Tenant also agrees to allow an accommodated Airline to place and
operate in the Preferential-Use Boarding Facilities the accommodated Airline's mobile
passenger processing equipment during the times the accommodated Airline uses the
Tenant's Preferential-Use Gate if such use does not impede on the Tenant's concurrent
operations on such Gate or adjacent Gates. However, if the Tenant has installed
common-use equipment that reasonably meets an accommodated Airline's operational
requirements at the Tenant's Preferential-Use Boarding Facilities, the Executive Director
may require the accommodated Airline to use the Tenant's common-use equipment
instead of the accommodated Airline's mobile passenger processing equipment, if the
Tenant requests such use. Further, the Tenant shall have no responsibility to store the
accommodated Airline's mobile passenger processing equipment when not inuse and the
accommodated Airline will remove equipment from the Demised Premises, unless the
Tenant otherwise agrees.

19.5.2. From time to time, the Executive Director may foresee that it will be
unable to reasonably, efficiently, and adequately accommodate the existing or the
proposed change or increase in operations of an Airline either at its common-use Gates
and associated Airport facilities or at the Preferential-Use Boarding Facilities of various
Airlines. When this occurs, the Executive Director shall first require the Airline seeking
to be accommodated (the "Requesting Airline") to coordinate directly with all Airlines at
the Airport to attempt to establish an adequate accommodation arrangement. If this
attempt proves unsuccessful as determined by the Executive Director, the Executive
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Director shall provide a written notification to all Airlines at the Airport ofthe Landlord's
need to accommodate the proposed operations of the Requesting Airline (the
"Accommodation Notice"). The purpose of thisAccommodation Notice shall be to
encourage the Airlines at the Airport to develop a reasonable solution, acceptable to the
Executive Director, in his or her sale discretion, that adequately addresses the Landlord's
need to accommodate the proposed operations of the Requesting Airline.

(a) The Tenant shall be entitled to charge other Airlines using its
Preferential-Use Boarding Facilities on a monthly basis, for their estimated Pro
Rata share of the Tenant's total direct costs (including the Base Rent, any
additional rent and maintenance costs), which are substantially related to such
Preferential-Use Boarding Facilities, using standard and accepted accounting
principles, together with a not-to-exceed fifteen percent (15%) administrative
charge. Charges to other airlines that are equal to or less than 125% of the
Tenant's average cost should not be deemed unreasonable. The Executive
Director shall have the right to periodically audit the Tenant's books and records,
upon reasonable notice, with respect to the computation of the Tenant's .charges to

19.5.3. After the Executive Director provides the Accommodation Nonce, the
Tenant shall, within 30 days, advise the Executive Director the extent to which it can
accommodate the proposed operations of the Requesting Airline and must submit to the
Executive Director a written plan for-accommodating the proposed operations ofthe
Requesting Airline, including all proposed agreements and contracts required for such
accommodation. Based on the plans received, the Executive Director will determine, in
his or her sale discretion, if and how the proposed operations of the Requesting Airline
will be accommodated within the Tenant's Preferential-Use Boarding Facilities.

19.5.4. If the Executive Director determines, in his or her sole discretion, that
accommodating the proposed operations of the Requesting Airline can be reasonably,
efficiently, and adequately be accommodated, in part or whole, on the Tenant's
Preferential-Use Boarding Facilities, the Executive Director may, by written notice,
advise the Tenant and me Tenant shall, on its own or in combination with other Airlines,
accommodate the proposed operations of the Requesting Airline in accordance with any
reasonable plan developed by the Executive Director, afterjoint consultation with both
the Tenant and the Requesting Airline, provided, that such plan shall not cause the Tenant
to unreasonably adjust its published schedule nor to adjust aircraft type and such
accommodation shall only be required if the Requesting Airline can schedule its use of
the Tenant's Preferential-Use Gates during Non-Active Periods (after such adjustments).
The Executive Director shall use his or her reasonable efforts to fairly allocate
accommodations of Requesting Airlines amongst Airlines' Preferential-Use Boarding
Facilities at the Airport if such Airlines' leases allow for such accommodation.

19.6. Use of Preferential-Use Boarding Facilities by Other Airlines.

19.6.1. Generally. The following shall apply any time the Tenant accommodates
other Airlines in their Preferential-Use Boarding Facilities:
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the other Airline for the use of its Preferential-Use Boarding Facilities. The
Tenant shall have the right to collect a security deposit in advance from-the other
airline using its Preferential-Use Boarding Facilities. Such security deposit shall
not exceed the reasonably estimated charges for three (3) months. The Executive
Director shall have the right to approve the form and content ofthe Tenant's
agreements relating to the use by another Airline of its Preferential-Use Boarding
Facilities, which approval shall not be unreasonably withheld or denied .

(c) Any sublet, license or sublease of the Tenant's Demised Premises
shall also be subject to the requirements of Section 16.

.(b) The Tenant may require Airlines being accommodated on the
Tenant's Preferential-Use Boarding Facilities to provide insurance coverage and
agree inwriting to indemnify the Tenant in the manner and to the extent required
ofthe Tenant by the Landlord hereunder.

(a) During such period of time that a Requesting Airline is using the
Tenant's Preferential-Use Boarding Facilities as required by the Executive
Director pursuant to Section 19.5, the Tenant's indemnification ofthe Landlord as
required under this Lease shall not extend to the u-se, occupancy and operations of
the Requesting Airline at the Tenant's Preferential-Use Boarding Facilities, unless
damage or injury is caused by or contributed by the Tenant, its officers, directors,
employees, agents or invitees who have come upon the Tenant's Preferential-Use
Boarding Facilities in connection with the Tenant's occupancy thereof.

(d) Ground Service and Passenger Service Companies. Airlines being
accommodated on the Tenant's Preferential-Use Boarding Facilities shall have the
right to use any ground service companies on the ramp and passenger service
companies in the Terminal (provided that such companies are authorized to
operate at the Airport) and shall not be required to use the Tenant's employees or
the Tenant's ground service or passenger service companies. The Landlord shall

- require any ground service company on the ramp that an accommodated airline is
using to have their equipment on the ramp only during Active Periods and to
remove any equipment from the ramp during Non-Active Periods.

. .

19.6.2. Accommodation of Requesting Airline. The following shall only apply
when the Executive Director requires the Tenant to accommodate a Requesting Airline
pursuant to Section 19.5:

(b) The Executive Director may require the Tenant to tow aircraft
from the Passenger Terminal Apron Area adjacent to the Tenant's Preferential-
Use Gate, if the Landlord requires the Tenant to accommodate a Requesting
Airline on its Preferential Use Boarding Facilities pursuant to Section 19.5. The
Executive Director shall designate an area to which the aircraft is to be towed, and
win make reasonable efforts to assign a reasonably convenient parking location.
This obligation of the Tenant to tow any parked aircraft not engaged in an Active
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Loading or Active Unloading operations shall include, but not be limited to, any
parked aircraft remaining overnight. This towing requirement shall not be invoked
.by the Executive Director if the period of time between the completion of the
Active Unloading and the commencement of the Active Loading periods for a
turn-around aircraft operation is less than 90 minutes; The Tenant shall receive a
credit in the amount to be mutually determined based on actual costs, per single
direction tawas evidenced by third-party towing rates (which fee shall be subject
to adjustment from time to time after consultation with the Tenant) from the
Landlord whenever the Tenant tows aircraft at the Executive Director's direction
from the Passenger Terminal Apron Area adjacent to the Tenant's Preferential-
Use Gate to accommodate use by a Requesting Airline. In the event the Tenant
fails to remove any aircraft which the Executive Director has directed the Tenant
to tow under the provisions hereof, in an expeditious manner as determined by the
Executive Director in its sale discretion, then, in addition to all other rights and
remedies included herein, the Executive Director may, but shall not be obligated
to, cause the removal of such aircraft without any liability to the Tenant,
whereupon the Tenant shall pay to the Landlord (1) all costs thereof incurred by
the Landlord plus a fifteen percent (15%) administrative fee, or (2) double the
towing reimbursement fee set forth above, whichever is greater. Tn such case, the
Tenant also agrees that, if the Landlord, or a competent, insured agent, moves the
Tenant's aircraft (1) any claim for compensation against the Landlord and any of
its officers or employees, for any loss or damage sustained to any such aircraft, or
any part thereof, by reason of such removal is waived, and (2) the Tenant shall
indemnify the Landlord and its officers and employees against all liability arising
out of such removal of said aircraft. Nothing in this section shall impair the rights
of the Tenant vis-a-vis the agent who moves the Tenant's aircraft.
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·19.7. Conversion of Pte fer entia I-Use Gates to Common-Use Gates

19.7.1. If, after undertaking the accommodation procedures in Section 19.5 above,
the Landlord determines, in its sale discretion, after taking into account the efficient and
competitive operation of the Allport and the opportunities for making gates available
elsewhere at the Airport through conversion or otherwise, that the options available for
accommodating the flights of a Requesting Airline on the Tenant's Preferential-Use
Boarding Facilities do not satisfy the reasonable operational requirements of the
Requesting Airline, the Landlord may terminate the Tenant's first priority scheduling and
preference on the Tenant's Preferential-Use Gates and convert, subject to a 90-day
written notice, certain of the Tenant's Preferential-Use Gates, and other Airlines'
preferential-use Gates as applicable, to common-use Gates and make the related premises
adjustments discussed in Section 19.8 below, subject to the following:

(a)· The Tenant's scheduled activities on the Tenant's Preferential-Use
Gates, combined with those of the Tenant's Landlord-approved subtenants,
handled airlines, accommodated Requesting Airlines, alliance partner airlines or
codeshare airlines, have; in the prior six (6) months using actual flight activity,
not exceeded the Minimum Utilization Requirement, and are projected by the
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"Landlord to not exceed the Minimum Utilization Requirement based on pubIically
available published schedules for the then forthcoming six (6) months.

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

50

(c) The Executive Director may issue the standards that comprise the
Minimum Utilization Requirement and the Minimum Performance Levels
required for each standard from time to time in his or her sale discretion subject to
the requirement that (a) the Landlord shall have reasonably consulted on the
proposed standards With the Tenant and other Airlines subject to similar
preferential-use Gate conversion and related premises deletion provisions and
shall have given due consideration to any comments provided by the Tenant and
other Airlines; (b) the Landlord shall, at a minimum, have two distinct standards
in the Minimum Utilization Requirement that include, separately, (i) an average
seats per gate per day standard and (ii) an average aircraft turns per gate per day
standard; and (c) the Landlord's measurement of the Tenant's performance
relative to these standards shall be based on an evaluation of actual or published
schedules over a reasonable duration of time. However, the Tenant recognizes
that when establishing the method for calculating the average aircraft turns per
gate per day standard that is part of the Minimum Utilization Requirement, the
Landlord may discount the value of the contribution of aircraft turns for aircraft
less than 110 seats so 19n9 as the Landlord does not discount aircraft with greater
than 65 (but less than 110 seats) seats by more than fifty percent (50%) and
aircraft with 65 seats or less by more than seventy-five percent (75%).

(d) The Landlord shall not initiate the process for converting the
Tenant's Preferential-Use Gates to common-use Gates pursuant to this Section
19.7 if the purpose of such conversion is solely to accommodate the flights of "
another Airline, or flights of any aircraft operator where all seats on such flights
are for the passengers of such Airline, having a lease with the Landlord at the
Airport that provides such Airline with Gates that are either (a) exclusive-use, or
(b) preferential-use and in both cases not subject to conversion to common use
based on the Minimum Utilization Requirement.
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19~8. Deletion of Demised Premises Upon Conversion of Preferential-Use Gates to
Common-Use Gates. The efficient use of the terminals in the public interest requires that certain
critical facilities in the Demised Premises (consisting of facilities such as ticket counters, back
office space, holdrooms and operations space) be available for use to airlines that from time to
time can make the most productive use of such critical facilities. The Landlord shall therefore
have the right to proportionately reduce the Tenant's Demised Premises relative to the number of
the Tenant's Preferential-Use Gates that have been converted to common-use Gates pursuant to
Section 19.7. The Tenant shall also have the right to have the Landlord proportionately reduce
the Tenant's Demised Premises relative to the number of the Tenant's Preferential-Use Gates
that have been converted to common-use Gates pursuant to Section 19.7. Unless otherwise
agreed to by the Landlord and the Tenant, the Landlord's deletion of the Demised Premises (such
deleted space, the "Converted DemisedPremises") shall be based on the following:

51

19.8.1. If the Landlord converts one (1) of the Tenant's Preferential-Use Gate toa
common -use Gate pursuant to Section 19.7 above, the Landlord shall have the right under
this Section 19.8 to delete from the Demised Premises, for each such conversion, up to (i)
two (2) ticket agent positions comprising four (4) customer service positions; (ii) 500
square feet of back office space, (iii) the adjacent holdroom, mid (iv) 500 square feet of
operations space which includes space required for maintaining and servicing the aircraft
and flight operations. In determining the number of ticket agent positions and other
space to be deleted from the Demised Premises in connection with the conversion of the
Tenant's Preferential-Use Gate to a common-use Gate, the Landlord shall give reasonable
consideration to the availability of vacant ticket agent positions, back office space, and
operations space elsewhere in the Terminal.

The Executive Director shall deliver to the Tenant a notice electing to remove the Converted
Demised Premises from the Demised Premises on a date specified in the notice and not less than
60 days following the date on which the notice is delivered. If the Landlord elects to delete the
Converted Demised Premises in accordance with the provisions of this Section 19.8, (i) the
Tenant shall surrender the Converted Demised Premises on the date specified in the Landlord's
notice of election, in the condition required by the provisions of this Lease, (ii) the' Converted
Demised Premises shall be eliminated from the Demised Premises, and Exhibit A shall be
amended accordingly by the Executive Director without the prior approval or later ratification by
the Board or the Los Angeles City Council, (iii) the Base Rent shall be appropriately adjusted
after subtracting the square footage of the Converted Demised Premises from the then square
footage of the Demised Premises, (iv) any other additional rent payable for any period from and
after the date of the deletion of Converted Demised Premises shall be appropriately adj usted, and
(v) any necessary proration of the Base Rent, and all other additional rent shall be made as if, for
the Demised Premises, the date of the deletion of Converted Demised Premises were the last day
of the Term, and (vi) the Tenant shall be released from all liability or obligations hereunder
relating to the Converted Demised Premises except such liabilities or obligations that occurred
during the Tenant's occupancy and which expressly survive termination ofthis Lease.

19.9. Gate Scheduling Protocols.

19.9.1. The Tenant agrees that its access to common-use and preferential-use
Gates in the Terminal, including the Tenant's Preferential-Use Gates, after the
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Commencement Date shall be subject to the Scheduling Protocols, issued or amended
from time to time by the Executive Director in his or her sole discretion. The Landlord
agrees:

(a) to consult with the Tenant before adopting or amending any Tl
Scheduling Protocols or Airport- Wide Scheduling Protocols;

(b) to provide the Tenant with 30 days to comment on proposed
language of any T1 Scheduling Protocols .or Airport-Wide Scheduling Protocols,
as well as on proposed language in any amendment thereto;

(c) not to employ the Tl Scheduling Protocols or the Allport-Wide
Scheduling Protocols as an independent means to convert any of the Tenant's
Preferential-Use Gatesto common-use Gates as Section 19 ..7 hereof shall govern
with respect to any such conversion; and

(b)

(c)
and/or

Large Aircraft; and! or

(d) subject to the provisions of Section 19, to incorporate into the
Scheduling Protocols a first scheduling priority on the Tenant's Preferential-Use
Gates for the Tenant's advanced published schedules, provided, however, that if
the Tenant's operations result in the Tenant's advanced published schedules being
deemed unreliable as determined by the Executive Director in his or her sale
discretion, this Section 19.9.1(d) shall not be applicable to such advanced
published schedules.

19.9.2. The Tenant agrees that any Airport-Wide Scheduling Protocols issued by
the Executive Director may include or be based on, but need not be limited to, scheduling
preferences for:

(a) aircraft arriving from international origins, departing to
international destinations, and the domestic departure or arrival of such aircraft
(collectively, "International Aircraft"); and/or

Airlines having no preferential-use Gates assigned for their use;

Cd) Airlines demonstrating a higher overall utilization of preferential-
use Gates assigned to such Airline and common-use Gates in use by such Airline,
as measured in the sale discretion of the Executive Director, by scheduled aircraft
seat capacity for a stated period, such period to be determined by the Executive
Director in his or her sale discretion. In the computation of utilization, any such
Scheduling Protocols also may, but is not required to, include the number of each
applicable Airline's aircraft seats where the passengers for such aircraft are
loaded or unloaded using a remote terminal facility or area at the Airport, but
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transit through a terminal in the Central Terminal Area at the Airport to reach
such a remote terminal facility or area.

19.9.3. In connection with any Airport-Wide Scheduling Protocols in place from
time to time; the Tenant acknowledges that the Executive Director may consider Airlines'
utilization of its respective International Aircraft or Large Aircraft Gates in their
respective leaseholds when determining scheduling preferences for International Aircraft
or Large Aircraft for preferential-use Gates at the Airport. Any Airport-Wide Scheduling
Protocols may assign different priorities to these and other aircraft based on operational
considerations and neednot prioritize them equally. In addition, in implementing such
Airport- Wide Scheduling Protocols, the Landlord shall not be required to give a
scheduling preference or prioritization on the basis of historical use or precedence.
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19.9.4. Notwithstanding the foregoing, the "Interim TI Scheduling Protocols"
(attached hereto as Exhibit E) shall be effective from the Commencement Date until "the
earlier of (j) three (3) years after the Commencement Date ("Effective Period"), unless
the Effective Period is extended by the Executive Director in his or her sale discretion, or
(ii) approval by the Board of a five (5) year agreement with the Tenant whereby the
Tenant agrees to the Landlord's proposed Scheduling Protocols, and which agreement
shall have an earlier termination if the level of passenger traffic at the Airport exceeds an
amount defined in the TI Scheduling Protocols or the Airport-Wide Scheduling Protocols
attached to such agreement.

As soon as practicable following the Commencement Date, in order to replace the Interim
Tl Scheduling Protocols, the Landlord and the Tenant shan work together to establish the
Scheduling Protocols; which may be amended from time to time by the Executive
Director in his or her sole discretion, subject to the requirements of Section 19.9. Subject
to restrictions in this Lease, amendments to the Scheduling Protocols may include, but
may not be limited to, changes to definitions, scheduling priorities, types of services,
definition of aircraft sizes and weighting of aircraft of differing sizes, and performance
metrics,

19.10. Establishment of Preferential-Use Requirements. During the Term, the Executive
Director may, from time to time, as part of the Scheduling Protocols, establish one or more
standards and minimum performance levels for such standards (the "Preferential-Use
Requirement") to allow the Tenant and other airlines at the Airport to request that a common-use
Gate be converted for use as a preferential-use Gate. Once the Preferential-Use Requirement is
established by the Executive Director, in his or her sole discretion, the Tenant may request that
the Executive Director convert one or more common-use Gates to preferential-use Gates,
including, but not limited to, Gates that have previously been converted to common-use Gates
pursuant to Section 19.7. Following such a request from the Tenant, the Executive Director shall
give reasonable consideration to the Tenant's request:in the context of current and forecasted
traffic, demand for facilities from various airlines at the Airport, the demand-supply relationship
of aircraft operations and available common-use Gates, and other factors affecting the efficient
and competitive operation of the Airport. In such context, the Executive Director shall also give
reasonable consideration to any related request for support space associated with the operation of

TY kdrive/Southwest Terminal 1 Lease V.S



such Gates. Notwithstanding the right of the Tenant to request the conversion of one or more
common-use Gates to preferential-use Gates, except as may be defined in the Tl Scheduling
Protocols or the Airport-Wide Scheduling Protocols or as otherwise agreed to by the Landlord
and the Tenant, the Landlord shall be under no obligation to approve such a request for such
conversion under this Lease. Further, ifthe Executive Director approves the Tenant's request for
such a conversion pursuant to this section, in order to minimize operational inconveniences for.
airlines that then use or have had use of such Gate, subject to the conversion request, the
Executive Director may place transitional conditions and limitations on the Tenant's scheduling
rights as part of any approval of additional preferential-use Gates.

20. End of Tenn.

21. Other Covenants.

20.1. Surrender. Upon the expiration of the Term or earlier termination of this Lease,
the Tenant will quit and surrender to the Landlord the Tenant Areas, broom dean, in good order
and in the condition required by the provisions of this Lease, ordinary wear and tear, casualty
damage governed by Section 14 and damage which Landlord is obligated to repair under this
Lease ineach case excepted.

20.2. Holdover. If the Tenant remains in possession of the Tenant Areas after the
termination of this Lease (whether at the end of the Term or otherwise) without the execution of
a new lease or an extension or amendment to this Lease) without derogation of any other rights
of the Landlord hereunder, including the Landlord's right, after a thirty (30) day written notice,
to require payments for such use under the Tariff, then such occupancy shall be considered a
month to month tenancy subject to the tenus of this Lease. Acceptance by the Landlord of
holdover rent after the termination of this Lease shall not be deemed to create or evidence a
renewal of this Lease. The foregoing provisions of this Section 20.2 are not intended to limit or
otherwise modify the Landlord) s right of re-entry or any other right of the Landlord under this
Lease or as otherwise provided by law, and shall riot affect any right that the Landlord may
otherwise have to recover damages from the Tenant for loss or liability incurred by the Landlord
resulting from the Tenant's failure to timely surrender the Tenant Areas. Nothing contained in
this Section 20 shall be construed as a consent by the Landlord to any holding over by the
Tenant, and the Landlord expressly reserves the right to require the Tenant to surrender
possession of the Tenant Areas to the Landlord upon the expiration or earlier termination of the
Term as provided in this Lease. Notwithstanding anything to the contrary contained in this
Lease, imposition of the Tariff following termination of this Lease (whether at the end of the
Term or otherwise) after thirty (30) days' advanoe written notice, shall be at the sale discretion
of the Landlord. .

21.1. Quiet Enjoyment. The Landlord covenants with the Tenant that, upon the Tenant
paying the Base Rent and all additional rent and observing and performing all the other terms,
covenants and conditions on the Tenant's part to be observed and performed under this Lease,
the Tenant may peaceably and quietly enjoy the Demised Premises (subject, however, to the
terms and conditions of this Lease) free of interference by anyone claiming by, through or under
the Landlord. .
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21.2. Rights of Flight. The Landlord reserves, for the use and benefit of the public, a
right of flight for the passage of aircraft in the airspace above the Terminal, including the right to
cause any noise and vibration inherent in the operation of any aircraft through the airspace or
landing at, taking off from, or operating at the Airport. The Tenant will not make any claim
against the Landlord under any theory of recovery for any interference with the Tenant's use and
enjoyment of the Tenant Areas that may result from noise or vibration emanating from the
operation of aircraft at the Airport.

21.3. Airport and Tennmal Management.

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

21.3.2. Major Changes. The Landlord may make any change to the Terminal or the
Airport that the Landlord determines may be necessary or desirable. The Tenant
acknowledges that the Landlord may undertake various improvements to the Airport and
the Terminal during the Term, and that the construction of the improvements may interfere
with the Tenant's operations at the Terminal. The Landlord and the Tenant will cooperate
in good faith to address the construction requirements and to attempt to mitigate the effects
on the Tenant's operations. The Landlord shall make reasonable efforts to provide access
to the Demised Premises in the event that access to the Demised Premises is impacted as a
result of the construction of the improvements made by the Landlord to the Terminal or
the Airport.

21.4. No Landlord's Representations. The Tenant has examined and agrees to accept
the Demised Premises and the Terminal "as is", in their condition and state of repair existing on
the date of the Tenant's execution and delivery of this Lease. The Landlord makes no
representations, express or implied, as to the current condition of the Terminal, the Airport or the
Demised Premises, or the equipment and systems serving the Terminal, the Airport or the
Demised Premises. To the maximum extent permitted by law, the Tenant waives the right to
make repairs at the expense of the Landlord and the benefit of the provisions of Sections 1941
and 1942 of the California Civil Code.
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21.5. Communications Equipment and Antennae. The Tenant-has no right to install or
use any telecommunications equipment or antennae on the roof or exterior of the Terminal,
unless (a) the installation and use are directly related to the conduct of the Tenant's business at
the Demised Premises and are in full compliance with the Landlord's permit process, and
telecommunications policies, as established in the discretion of the Landlord and from time to
time in effect, and (b) the installation is effected in compliance with the requirements of
Section 4. The Tenant will not license, sublease or in any other manner permit any other Person
to use any telecommunications equipment or antennae installed by the Tenant at the Terminal;
ptovided however, that the Tenant may license, sublease or in any other manner permit the
Tenant's subtenants and Affiliates to use any telecommunications equipment or antennae
installed by the Tenant at the Terminal so long as (i) such use is for aeronautical purposes and
(ii) neither the Tenant, the Tenant's subtenants or Affiliates receive compensation from such use.
The Landlord shall have the right, without compensation to the Tenant, to install or use
telecommunications equipment or antennae on the roof or exterior of the Demised Premises and
to install and attach cables, wires and conduits on, over or under the Demised Premises in
connection with telecommunications equipment or antennae, or to license or otherwise permit
others to do so.

21.7. Environmental Matters. The Tenant's activities at or about the Tenant Areas and
the Application of all Hazardo-us Materials by the Tenant, its employees, agents, contractors, or
subcontractors, shall comply at all times with all Environmental Requirements. Except for
conditions existing before the original occupancy of the Tenant Areas by the Tenant, in the case
of any spill, leak, discharge, release or improper storage of any Hazardous Materials on the
Demised Premises or contamination of the Demised Premises with Hazardous Materials by the
Tenant, its employees, agents, contractors, or subcontractors, (or by the Tenant or its employees,
agents, contractors, or subcontractors onto any other property at the Airport), the Tenant will
make or cause to be made any necessary repairs or corrective actions as well as to clean up and
remove any spill, leakage, discharge, release or contamination, all in accordance with applicable
Environmental Requirements. At the expiration or earlier termination of the Term, the Tenant
will promptly remove from the Tenant Areas all Hazardous Materials Applied by the Tenant at

21.6. Signs and Advertising Materials. Except as set forth in this Section 21.6, the
Tenant will not place any signs or advertising materials, other than identification signs for the
Tenant's operations, in any location at the Terminal without the prior consent of the Landlord,
which consent may be withheld in the discretion of the Landlord. The Tenant will not place any
identification signs for the Tenant's operations in any location at the Terminal without the prior
consent of the Landlord, which consent shall not be unreasonably withheld. Any request for the
approval of identification signs for the Tenant's operations shall be accompanied by illustrative
drawings and design dimensions together with information about the type of identification signs
proposed by the Tenant and the locations in which the signs are proposed to be installed. The
Tenant will comply with any conditions to the installation or use of signs to which the Landlord
may make its consent subject. The Tenant will keep all ticket counter space used by the Tenant
and any associated ticket lifts and podiums free of all signs, advertising materials, credit card
application dispensing units, posters and banners. The Landlord may without notice remove any
unauthorized signs or advertising materials, and may store them at the Tenant's expense, and
may dispose of them if they are not promptly claimed by the Tenant after notice from the
Landlord.
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21.8. Security. The Tenant will fully comply with all Legal Requirements relating to
airfield and airport security. The Tenant will maintain and keep in good repair that portion of the
Airport perimeter fence, including gates and doors, that are in the Demised Premises or
controlled by the Tenant. The Tenant will comply fully with applicable provisions of the
Transportation Security Administration Regulations, 49 CFR Sections 1500 through 1550, as
may be amended from time to time, or any successor statute, including the establishment and
implementation of procedures acceptable to the Landlord to control access from the Demised
Premises to air operation areas in accordance with the Airport Security Program required by 49
CFR Part 1542, as may be amended from time to time, or any successor statute. The Tenant will
exercise exclusive security responsibility for the Demised Premises and, if the Tenant is an air
carrier, will do so under the Tenant's Federal Aviation Administration approved Air Carrier
Standard Security Program used in accordance with 49 CFR, Part 1544, as may be amended
from time to time, or any successor statute. Without limiting the generality of the foregoing, the
Tenant will keep gates and doors in the Demised Premises that permit entry to restricted areas at
the Airport locked at all times when not in use or under the Tenant's constant security
surveillance. The Tenant will report gate or door malfunctions that permit unauthorized entry

the Tenant Areas. If the Tenant installs or uses underground storage tanks, above-ground storage
tanks, pipelines, or other improvements on the Tenant Areas for the storage, distribution, use,
treatment, or disposal of any Hazardous Materials, the Tenant will, upon the expiration or earlier
termination of the Term, remove or clean up such improvements; at the election of the Landlord,
at the sole expense of the Tenant and in compliance with all Environmental Requirements and
the reasonable directions of the Landlord, provided, however, that this sentence shall not apply to
the portion of the pipelines that extend from the fuel vault to the fuel farm. The Tenant shall be
responsible and liable for the compliance with all of the provisions of this Section 21.7 by the
Tenant's officers, employees, contractors, assignees, sublessees, agents and invitees. The Tenant
will, at its expense, promptly take all actions required by any governmental agency in connection
with the Tenant's Application of Hazardous Materials at or about the Tenant Areas, including'
inspection and testing, performing all cleanup, removal and remediation work required for those
Hazardous Materials, complying with all closure requirements and post-closure monitoring, and
filing all required reports or plans. All of the foregoing work and all. Application of Hazardous
Materials shall be performed in a good, safe and workmanlike manner by personnel qualified and
licensed to undertake the work and in a manner that will not materially interfere with the
Landlord's use, operation and leasing of the Terminal or the Airport and other tenants' quiet
enjoyment of their premises. At the Landlord's request, the Tenant will deliver to the Landlord
copies of all permits, manifests, notices, and all other documents relating to the Tenant's
Application of Hazardous Materials. at or about the Tenant Areas. Notwithstanding the
foregoing, the Tenant will, without the Landlord's request; deliver to the Landlord before
delivery to any agency, or promptly after receipt from any agency, copies of all closure or
remedial pLans, notices, and all other documents relating to any spill, leak, discharge, release,
improper storage, contamination or cleanup resulting from the Tenant's Application of
Hazardous Materials at or about the Tenant Areas. The Tenant will' keep the Landlord fully

. informed of its Application of Hazardous. Materials, and, if the Tenant Applies Hazardous
Materials, the Landlord may engage one or more consultants to review all permits, manifests,
remediation plans and other documents related to the Application of the Hazardous Materials.
The Landlord's reasonable out-of-pocket costs of engaging the consultants will be paid by the
Tenant.
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into restricted areas to the Landlord's operations center without delay, and the Tenant will
maintain the affected gate or door under constant security surveillance until repairs are effected
by the Tenant or the Landlord and the gate or door is properly secured. The Tenant will pay all
civil penalties levied by the Transportation Security Administration for violation of
Transportation Security Administration Regulations pertaining to security gates or doors in the
Demised Premises or otherwise controlled by the Tenant,

21.9, Noise Abatement Procedures. The Tenant will comply with the Department's
Noise Abatement Rules and Regulations. Under the requirements. of the 1993 LAX Noise
Varianee and in order to limit the use of auxiliary power units, the Tenant will provide a
sufficient number of ground power units at each gate and maintenance area used by the Tenant's
aircraft at the TerminaL This section applies to the extent it (i) is applicable to the Tenant's
operations at the Demised Premises, and (ii) does not conflict with any Legal Requirement.

22. Federal and Municipal Requirements.

22.2. Child Support Orders. This Lease is subject to Section 10.10, Article I, Chapter
1, Division lOaf the Los Angeles Administrative Code related to Child Support Assignment
Orders, a copy of which is attached for convenience as Exhibit F. Under this Section" the Tenant
(and any subcontractor of the Tenant providing services to the Landlord under this Lease) will
(1) fully comply with all State and Federal employment reporting requirements for the Tenant's
or the Tenant's subcontractor's employees applicable to Child Support Assignments Orders;
(2) certify that the principal owners of the Tenant and applicable subcontractors are in
compliance with any Wage and Earnings Assignment Orders and Notices of Assignment
applicable to them personally; (3) fully comply with all lawfully served Wage and Earnings
Assignment Orders and Notices of Assignment in accordance with California Family Code
Section 5230, et seq.; and (4) maintain compliance throughout the Tenn. Under Section 10.1O(b)
of the Los Angeles Administrative Code, failure of the Tenant or an applicable subcontractor to
comply with all applicable reporting requirements or to implement lawfully served Wage and
Earnings Assignment Orders and Notices of Assignment or the failure of any principal owners of
the Tenant or applicable subcontractors to comply with any Wage and Earnings Assignment
Orders and Notices of Assignment applicable to them personally shall constitute a default of this
Lease subjecting this Lease to termination where the failure shan continue for more than 90 days
after notice of the failure to the Tenant by the Landlord (in lieu of any time for cure provided
elsewhere in this Lease), .

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

22.3. Contractor Responsibility Program. The Tenant will comply with the provisions
of the Contractor Responsibility Program adopted by the Board. The rules; regulations,
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22.4.2. The Tenant agrees to post the following statement in conspicuous places
at its place of business available to employees and applicants for employment:

requirements and' penalties of the Contractor Responsibility Program and the Pledge of
Compliance Form are attached to this Lease as Exbibit G.

22.4. Equal Benefits Ordinance.

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

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

22.4.3. The failure of the Tenant to comply with the EBO will be deemed to be a
material breach of the Lease by the Landlord. If the Tenant fails to comply with the
EBO, the Landlord may cancel or terminate the Lease, in whole or in part, and all monies
due or to become due under the Lease may be retained by the Landlord. The Landlord
may also pursue any and all other remedies at law or in equity for any breach. Failure to
comply with the EBO may be used as evidence against the Tenant in actions taken
pursuant to the provisions of Los Angeles Administrative Code Section 10.40, et seq.,
Contractor Responsibility Ordinance. If the Landlord determines that the Tenant has set
up or used its contracting entity for the purpose of evading the intent of the EBO, the
Landlord may terminate the Lease.
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22.5. First Source Hiring Program. The Tenant will comply with the provisions of the
First Source Hiring Program adopted by the Board. The rules, regulations, requirements, and
penalties of the First Source Hiring Program are attached to this Lease as Exhlbit H.

22.6. Living Wage Ordinance.

22.6.1. General. Provisions; Living Wage Policy. This Lease is subject to the
Living Wage Ordinance ("LWO"), Section 10.37, et seq., of the Los Angeles
Administrative Code, a copy of which is attached hereto for convenience as Exhibit 1.
The LWO requires that, unless specific exemptions apply, any employees of tenants or
licensees of property of the City of Los Angeles who render services on the leased
premises or licensed premises are covered by the LWO if any of the following applies:
(1) the services are rendered on premises at least a portion which are visited by
substantial numbers of-the public on a frequent basis, (2) any of the services could
feasibly be performed by City of Los Angeles employees if the awarding authority had
the requisite financial and staffing resources, or (3) the designated administrative agency
of the City of Los Angeles has determined in writing that coverage would further the
proprietary interests of the City of Los Angeles. Employees covered by the LWO are
required to be paid not less than a minimum initial wage rate, as adjusted each year. The
LWO also requires that employees be provided with at least 12 compensated days off per
year for sick leave, vacation, or personal necessity at the employee'S request, and at least
ten additional days per year of uncompensated time under Section 10.37.2(b). The LWO
requires employers to inform employees making less than twelve dollars per hour of their
possible right to the federal Earned Income Tax Credit and to make available the forms
required to secure advance Earned Income Tax Credit payments from the employer under
Section 10.37.4. The Tenant Will permit access to work sites for authorized
representatives of the City of Los Angeles to review the operation, payroll, and related
documents, and to provide certified copies of the relevant records upon request by the
City of Los Angeles. Whether or not subject to the LWO, the Tenant will not retaliate
against any employee claiming non-compliance with the provisions of the LWO, and, in
addition, under Section 10.37.6(0), the Tenant will comply with federal law prohibiting
retaliation for union organizing.

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

22.6.3. Compliance. If the Tenant is not initially exempt from the LWO, the
Tenant will comply with all of the provisions of the LWO, including payment to
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'employees at the minimum wage rates, effective on the Commencement Date. If the
Tenant is initially exempt from the LWO, but later no longer qualifies for any exemption,
the Tenant will, at such time as the Tenant is no longer exempt, comply with the
provisions of the LWO and execute the then currently used Declaration of Compliance
Form, or such form as the LWO requires. Under the provisions of Section lO.37.6(c) of
the Los Angeles Administrative Code, violation of the LWO shall constitute a material
breach of this Lease and the Landlord shall be entitled to terminate this Lease and
,otherwise pursue legal remedies that may be available, including those set forth in the
LWO, if the City of Los Angeles determines that the Tenant violated the provisions of the
LWO. The procedures and time periods provided in the LWO are in lieu of the
procedures and time periods provided elsewhere in this Lease. Nothing in this Lease
,shall be construed to extend the time periods or limit the remedies provided in the LWOo

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

22.8. Nondiscrimination and Egual Employment Practices.

22.8.1. Federal Non-Discrimination Provisions.

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

(b) The Tenant for itself, its successors in interest and assigns, as a
part of the consideration hereof, does hereby covenant and agree as a covenant
running with the land that: (1) no person on the grounds of race, color or national
origin shall be excluded from participation in, denied the benefits of, or be
otherwise subjected to discrimination in the use of said facilities, (2) that in the
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construction of any improvements on, over, or under the land and the furnishing
of services thereon, no person on the grounds of race, color, or national origin
shall be excluded from participation :in, denied the benefits of, or otherwise be
subjected to discrimination, (3) that the Tenant willuse the Demised Premises and
the other Tenant Areas in compliance with all other requirements imposed by or
pursuant to 49 CFR, Part 21, Nondiscrimination in Federally Assisted Programs
of the Department of Transportation, and as said Regulations may be amended.
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(c) The Tenant assures that it will comply with pertinent statutes,
Executive Orders, and ·such rules as are promulgated to assure that no person
shall, on the grounds or race, creed, color, national origin, sex, age, or handicap
be excluded from participating in any activity conducted with 01' benefiting from
Federal assistance. This provision obligates the Tenant or its transferee for the
period during which Federal assistance is extended to the airport program, except
where Federal assistance is to provide, or is in the form of personal property or
real property or interest therein or structures or improvements thereon. In these
cases) the provision obligates the party or any transferee for the longer of the
following periods: (a) the period during which the property is used by the sponsor
or any transferee for a purpose for which Federal assistance is extended, or for
another purpose involving the provision of similar services or benefits; or (b) the
period during which the airport sponsor ot any transferee retains ownership or
possession of the property .

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

(e)" The Tenant will insert the provisions found in clauses (c)and @
of this Section 22.8.1 in any sublease, assignment, license, or permit by which the
Tenant grants a right or privilege to any Person to render accommodations or
services to the public at the Tenant Areas.

22.8.2. City Non-Discrimination Provisions.

(a) Non-Discrimination In Use Of Premises. There shall be no
discrimination against or segregation of any person, or group of persons, on
account of race, religion, national origin, ancestry, sex, sexual orientation, age,
physical handicap, marital status, domestic partner status, or medical condition in
the lease, sublease, transfer, use, occupancy, tenure, or enjoyment of the Tenant
Areas or any part of the Tenant Areas or any operations or activities conducted on
the Demised Premises or any part of the Tenant Areas. Nor shall the Tenant or
any person claiming under or through. the Tenant establish or permit any such
practice or practices of discrimination or segregation with reference to the
selection, location, number, use or occupancy of tenants, subtenants, or vendees
of the Tenant Areas. Any sublease or assignment that may be permitted under
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this Lease shall also be subject to all non-discrimination clauses contained in this
Section 22.8.2.

(b) Non-Discrimination In Employment. During the Term, the Tenant
agrees and obligates itself in the performance of this Lease notto discriminate
against any employee or applicant for employment because of the employee's or
applicant's race, religion, national origin, ancestry, sex, sexual orientation, age,
physical handicap, marital status, domestic partner status, or medical condition.
The Tenant will take affirmative action to insure that applicants for employment
ate treated, during the Term, without regard to the aforementioned factors and
will comply with the affirmative action requirements .of the Los Angeles
Administrative Code, Sections 10.8, et seq., or any successor ordinances or law
concerned with discrimination.

(d) Mfmnative Action Program. If the total payments to the Landlord
under this Lease are $100,000 or mote, this provision shall apply. During the
performance of this Lease, the Tenant will comply with Section 10.8.4 of the Los
Angeles Administrative Code ("Affinnative Action Program"). a copy of which is
attached hereto for convenience as Exhibit L. By way of specification but not
limitation, under Sections 10.8.4.E and 1O.8.4.F of the Los Angeles
Administrative Code, the failure of the Tenant to comply with the Affirmative
Action Program provisions of this Lease may be deemed to be a material breach
of this Lease. No such finding shall be made or penalties assessed except upon a
full and fair hearing after notice and an opportunity to be heard has been given to
the Tenant. Upon a finding duly·made that the Tenant has failed to comply with
the Affirmative Action Program provisions of this Lease, this Lease may be
forthwith terminated, cancelled or suspended.

(c) Equal Employment Practices. If the total payments made to the
Landlord under this Lease are $1,000 or more, this provision shall apply. During
the performance of this Lease, the Tenant will comply with Section 10.8.3 of the
Los Angeles Administrative Code ("Equal Employment Practices"), a copy of
which is attached hereto for convenience as Exhibit K. By way 'of specification
but not limitation, under Sections 10.8..3.E and lO.8.3.F of the Los Angeles
Administrative Code, the failure of the Tenant to comply with the Equal
Employment Practices provisions of this Lease may be deemed to be a material
breach of this Lease. No such finding shall be made or penalties assessed except
upon a full and fair heating after notice and an opportunity to be heard has been
given to the Tenant. Upon a finding duly made that the Tenant has failed to
comply with the Equal Employment Practices provisions of this Lease, this Lease
may be forthwith terminated, cancelled or suspended.

22.9. Taxes, Permits and Licenses. The Tenant will pay any and all taxes of whatever
character that may be levied or charged upon the Demised Premises, or upon the Tenant's
improvements, fixtures, equipment, or other property thereon or upon the Tenant's use thereof.
The Tenant will also pay all license or permit fees necessary or required by law or regulation for
the conduct of the Tenant's business or use of the Tenant Areas. By executing this Lease and
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accepting the benefits hereof, a property interest in the nature of a "possessory interest" may be
created in the Tenant. If such a possessory interest is deemed to be created, the Tenant, as the
party in whom the possessory interest is vested, will be subject to the payment of the property
taxes levied upon the possessory interest. The Tenant may contest the validity and applicability
of any taxes or fees, and during the period of any lawful contest, the Tenant may refrain from
making, or direct the withholding of, any such payment without being inbreach of the provisions
of this Section 22..9. Upon a final determination in which the Tenant is held responsible for such
taxes or fees, the Tenant will promptly pay the required amount plus all legally imposed interest,
penalties and surcharges. If all or any part of such taxes, fees, penalties or surcharges are
refunded to the Landlord, the Landlord will remit to the Tenant such sums to which the Tenant is
legally entitled.

As provided in Charter Section 470(c)(12) and related ordinances, you are a
sublessee on City of Los Angeles contract # . Pursuant to City Charter
Section 470(c)(12), sublessees and its principals are prohibited from making
campaign contributions and fundraising for certain elected City officials or
candidates for elected City office for 12 months after the City contract is
signed. The sublessee is required to provide to the lessee names and addresses of .
the sublessee's principals and contact information and shall update that information
if it changes during the 12 month time period. The sublessee's information included .
must be provided to contractor within 5 business days. Failure to comply may
result in termination of contract or any other available legal remedies including
fines .. Information about the restrictions may be found at the City'Ethics
Commission's website at htg?:/lethicsJacity.orgl or by calling 213/978~1960.

22.10. Visual Artists' Rights Act. The Tenant will not install, or cause to be installed,
any work of art subject to the Visual Artists' Rights Act of 1990 (as amended), 17 U.S.c. §106A,
et seq., or California Code Section 980, et seq., (collectively, "VARA") on or about the Tenant
Areas without first obtaining a written waiver from the artist of all rights under VARA, .

. satisfactory to the Landlord and approved as to form and legality by the City Attorney. The
waiver shall be in full compliance with VARA and shall name the Landlord as a party for which
the waiver applies. The Tenant will not install, or causing to be installed, any piece of artwork
covered under VARA at the Tenant Areas without the prior approval and waiver of the Landlord.
Any work of art installed at the Tenant Areas without such prior approval and waiver shall be
deemed a trespass, removable by the Landlord, upon three days' written notice, with all costs,
expenses, and liability therefor to be borne exclusively by the Tenant.

22.11. Compliance with Los Angeles City Charter Sectjon 470(c)(12). The Tenant, its
sublessees, and their principals are obligated to fully comply with City of Los Angeles Charter
Section 470(0)(12) and related ordinances, regarding limitations on campaign contributions and
fundraising for certain elected City officials or candidates for elected City office if the contract is
valued at $100,000 or more and requires approval ofa City elected officiaL Additionally, the
Tenant is required to provide and update certain information to City as specified by law .: Any
tenant subject to Charter Section 470(c)(l2), shall include the following notice in any contract
with a sublessee expected-to receive at least $100,000 for performance under this Lease:

Notice Regarding Los Angeles Campaign Contribution and Fundraising Restrictions
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The Tenant, its sublessees, and their principals shall comply with these requirements and
limitations. Violation of this provision shall entitle City to terminate this Lease and pursue any
and all legal remedies that may be available."

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

If to the Landlord:

Department of Airports
1World Way
Post Office Box 92216
Los Angeles, California 90009-2216
Attention: Executive Director

Telecopier No. (310) 646-9617

Telecopier No. (310) 646-0523

with a copy to:

Department of Airports
1 World Way
Post Office Box 92216
Los Angeles, California 90009-2216
Attention: City Attorney

Electronic Mail address: CDG- Tenant-Notices@lawa.org.

Ifto the Tenant:

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

the Landlord or the Tenant may from time to time, by notice, designate a different or additional
address within the United States or attention designation for communications intended for it.
Any notice or other communication given by certified mail shall be deemed given as of the date
of delivery as indicated on the return receipt, or when the delivery is first refused. Any notice or
other communication delivered by a nationally recognized overnight courier service shall be
deemed delivered on the Business Day following the day upon which the notice or other
communication was delivered to the courier. Any notice or other communication delivered by
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telecopier shall be deemed delivered when the transmission is actually received, if received
during normal business hours, otherwise the notice or other communication, if received, shall be
deemed delivered on the following Business Day. Any notice or other communication may be
given on behalf of the Landlord or the Tenant by their respective attorneys, provided that the
attorneys represent their capacity as such in the notice or other communication.
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24. . Definitions. The terms defined in this Section 24 shall have, for all purposes of
this Lease, the meanings herein specified unless unambiguously required to the contrary by their
context

"Ac~ive Loading" has the meaning given to it in the Tl Scheduling Protocols, the
Airport-Wide Scheduling Protocols or the Interim T1 Scheduling Protocols if it is effective.

«Active Periods" has the meaning given to it in the TI Scheduling Protocols, the Airport-
Wide Scheduling Protocols or the Interim T'l.SchedulingProtocols if it is effective.

"Active Uhloading" has the meaning given to it in the Tl Scheduling Protocols, the
Airport-Wide Scheduling Protocols or the Interim Tl Scheduling Protocols if it is effective.

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

"Airline" means an Air Carrier or Foreign Air Carrier as defined in 49 U.S.C. §
40102(A)(2) & (a)(21), respectively.

~
"Airport" means Los Angeles International Airport in Los Angeles, California.

"Airport Engineer" means the Chief Airports Engineer of the Airport from time to time,
as successors to that position may be designated (by whatever title).

"Apply," "Applied," or "Application". mean any installation, handling, generation,
storing, treatment, application, use, disposal, discharge, release, manufacture, refinement,
presence, migration, emission, abatement, removal, transportation, or any other activity of any
type in connection with or involving Hazardous Materials by the Tenant or its officers,
employees, contractors, assignees, sublessees, agents or invitees.

"Base Rent" means the rental payable for the use of the Demised Premises in monthly
installments as provided in Section 3. As of the Commencement Date, the Base Rent is the
Terminal Special Charges ..
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"Business Day" means any day excluding Saturdays, Sundays, and any other day
designated as a holiday under the federal laws of the United States or under the laws of the State
of California or the City of Los Angeles.

"Basic Information Schedule" means the schedule containing certain basic information
and sample calculations relating to this Lease} including the rates and charges applicable to the
Tenant in effect as of the Commencement Date, and attached to this Lease. as Schedule 4.

"Board" means the Board of Airport Commissioners of the Department of Airports of the
City of Los Angeles} California.

"Boarding Devices" means passenger loading bridges, plane mates and other devices, if
any, owned and operated by an airline to assist "With passenger loading and unloading from
aircraft, including remotely parked aircraft.

"Capital Improvement" means any improvement or item or related group of items
acquired, purchased, leased or constructed to improve, maintain or develop the Airport, as well
as any extraordinary or substantial expenditure whose object is to preserve, enhance or protect
the Airport that, in accordance with generally accepted accounting principles consistently
applied, is capitalized by the Landlord.

"City Attorney" means the Office of the City Attorney of the City of Los Angeles.

"City Council" means the Los Angeles City Council.

"Capital Costs" means all capital costs ofthe Airport, including the following;

(a) debt service (net of Passenger Facility Charges) allocable to bond-funded Capital
Improvements;

(b) debt service coverage allocated In accordance with stated bond covenant
requirements;

(c) amortization allocable to Capital Improvements funded with airport revenue,
based on the economic life for each Capital Improvement and calculated using an interest
rate set to equal the average all-in cost of Airport debt sold by LAWA during the calendar
year when such. Capita1 Improvement is put in service, or if no Airport debt was sold, set to
equal comparable published average borrowing costs.

"Closing Date" shall have the meaning given to it in the Settlement Agreement.

"Common Use Areas", previously referred to as "Joint Use Areas" under the Tariff,
means the space in any Terminal designated by the Executive Director to be used in common by
one or more Airlines or otherwise benefitting one or more Airlines for operations and include,
without limitation. Common Use Holdrooms, Common Use Ticket Counters, Common Use
Baggage Claim Areas and Common Use Outbound Baggage System Areas.
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"Cornman Use Baggage Claim Areas'; means the space in any terminal at the Airport
(excluding the FIS Areas) designated by the Executive Director to be used in common with other
Airlines for the delivery of inbound baggage. to arriving passengers, including the baggage
recheck areas and the areas where Common Use Baggage Claim Systems are located.

"Common Use Baggage Claim System)' means equipment that delivers inbound baggage
to arriving passengers.

"Common Use Holdrooms" means the space in any terminal atthe Airport designated by
the Executive Director to be used in common with other Airlines for passenger holdrooms and
gate areas.

"Common Use Outbound Baggage System" means equipment that sorts outbound
baggage for delivery to departing aircraft.

"Common Use Outbound Baggage System Areas" means the space in any terminal at the
Airport designated by the Executive Director to be used in common with other Airlines for the
sorting of outbound baggage for delivery to departing aircraft and includes the areas that the
Common Use Outbound Baggage System is located.

"Common Use Ticket Counters" means the space in any terminal at the Airport
designated by the Executive Director to be used in common with other Airlines for ticket
counters and associated queuing space.

.;

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

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

"Demised Premises" means the space (if any) demised for the exclusive use of the
Tenant under this Lease, consisting of approximately the number of square feet reflected on the
Basic Information Schedule under the heading "Demised Premises", located in the Terminal and
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shown in heavy black outline on the Airport Engineer's Drawing described on the Basic
Information Schedule under the heading "Demised Premises", a copy of which is attached to this
Lease as Exhibit A.

"discretion" means sale and absolute discretion; any provision of this Lease referring to
the exercise by the Landlord or the Tenant of its discretion, whether in those words or words of
similar import, shall (unless expressly subject to a different standard) permit the party exercising
its discretion to do so in any manner and for any reasons it chooses, and, to the maximum extent
permitted by law, the exercise of that .diseretion is not intended to be reviewable by any judicial
or regulatory authority.
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"Enplaned Passengers" means the actual number of passengers, not including the flight
crew or international in-transit passengers, but including both originating and connecting
passengers, embarking on a flight at the terminals at the Airport.

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

"Environmental Requirements" means all present· and future governmental statutes,
codes, ordinances, regulations, rules, orders, permits, licenses, approvals, authorizations and
other requirements of any kind applicable to Hazardous Materials.

"Executive Director" means the Executive Director of the Department of Airports of the
City of Los Angeles, California, or his or her designee.

"First Option Date" means ninety (90) days after the T1 Non-Proprietary Terminal
Renovations Component Completion Date of the first completely constructed Tl Non-
Proprietary Terminal Renovations Component.

"FIS Areas," previously referred to as the "International Joint Use Areas" under the
Tariff, means the space in the· terminals at the Airport designated by the Executive Director to be
used in common with other Airlines for federal inspection services (including sterile corridors,
customs areas, baggage service areas, customs baggage claim areas, cashier areas, interline
baggage areas, immigration inspection areas, storage areas, locker areas, federal inspection
service swing areas, conference room areas and registration areas), offices for federal agencies,
restrooms included in or adjacent to the foregoing areas, transit lounge space and other in transit
facilities for international passengers.

"Force Majeure" means an event or effect beyond a party's reasonable control (financial
inability excepted) such as a strike, lockout, embargo, unavailability of services, labor or
materials, wars, insurrections, rebellions, civil disorder, declaration of national emergencies, or
acts of God.

"Gate" means the gate position and the adjacent aircraft loading area.
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"Guarantor" means, if the Tenant's obligations under this Lease have been guaranteed by
any Person, the guarantor under the Guaranty, the identity of which is reflected in the Basic
Information Schedule under the heading "Guaranty".

"Guaranty" means the guaranty to and in favor of the Landlord of the Tenant's
obligations under this Lease, .if the Tenant's obligations under this Lease have been guaranteed
by any Person, reflected in the Basic Information Schedule under the heading "Guaranty".

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

"including" and "include" mean including or include without limiting the generality of
any description preceding that term; for the purposes of this Lease the rule of ejusdem generis
shall not be applicable to limit a general statement, followed by or referable to an enumeration of
specific matters, to matters similar to the matters specifically mentioned.

"herein", «hereof', "hereto", "hereunder" and similar terms contained in this Lease refer
to this Lease as a whole and not to any particular Section, paragraph or provision of this Lease.

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

«Interest Costs" means, with respect to any Terminal 1 Renovations (including the U.S ..
. Airways relocation), imputed project interest costs calculated as simple interest at a rate of four
percent (4%) from the date of expenditure by the Tenant to the projected date of either issuance
of a rental credit or payment for an acquisition.

"Landing Fee" means the landing fees and charges payable by the Tenant under the terms
of any operating permit issued by the Landlord and held by the Tenant as an air carrier or as
established by any resolution of the Board.
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"Large Aircraft" has the meaning given to it in the TI Scheduling Protocols, the Airport-
Wide Scheduling Protocols or the Interim Tl Scheduling Protocols if it is effective.

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

"Lease" means this Terminal Facilities Lease and License Agreement and the Schedule
and Exhibits hereto, as amended from time to time .

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

"Minimum Utilization Requirement" has the meaning given to it in the Tl Scheduling
Protocols, the Airport- Wide Scheduling Protocols or the Interim Tl Scheduling Protocols if it is
effective.

"Legal Requirements" means all laws, statutes, codes, acts, ordinances, charters, orders,
judgments, decrees, injunctions, rules, regulations, permits, licenses, authorizations, directions
and requirements of all governments, departments, commissions, boards; courts, authorities,
agencies, officials and officers, foreseen: or unforeseen, ordinary or extraordinary, that now or at
any time hereafter may be applicable to the Tenant or to the Terminal, or to the Airport or any
part thereof.

"Minimum Performance Levels" has the meaning given to it in the Tl Scheduling
Protocols, the Airport-Wide Scheduling Protocols or the Interim Tl Scheduling Protocols if it is
effective.

«Non-Active Periods" has the meaning given to it in the T1 Scheduling Protocols or the
Allport- Wide Scheduling Protocols.

"Operations and Maintenance Charge" means a charge assessed to Aeronautical Users
through the Terminal Buildings Charge and the Comtnon Use Areas rates and charges that is
based on an equalized rate for the recovery of the Operations and Mainteriance Expenses and
Reserve Deposits that are included in the Operations and Maintenance Requirement (defined in
the Rate Methodology).

"Operations and Maintenance Expenses," previously referred to as "Terminal Expenses"
under the Tariff, means the total operation and maintenance expenses of the Airport. .
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"Passenger Facility Charges" means passenger facility charges remitted to the Landlord
under 49 U.S.C. § 40117 and 14 C.F.R. Part 158 as they may be amended from time to time.

"Passenger Tenninal Apron Area" means those areas of the airfield co-located with the
Tenant's Preferential Use Gate designated by the Executive Director for the parking of passenger
aircraft and ramp equipment, and the loading and unloading of passenger aircraft, which areas
are subject to change from time to time. .

TY kdrive/Southwest Terminal 1 Lease v.S



"Person" means a corporation, an association, a partnership, a limited liability company,
an organization, a trust, a natural person, a government or political subdivision thereof or a
governmental agency.

"Preferential-Use Boarding Facilities" means a Gate designated as preferential-use, and
associated facilities necessary for an airline's operations at such Gate including the passenger
holdroom, seating, and Boarding Devices.

"Pro rata" means that the other airline's share of costs associated with its use of its
Preferential-Use Boarding Facilities or any portion thereof, shall be assessed on the basis of its
respective share of all operations (including the Tenant's) using said premises or portion thereof.

"Public Areas" means sidewalks, concourses, corridors, lobbies, passageways,
restrooms, elevators, escalators and other similar space made available by LA WA from time to
time for use by passengers, LA W A and Airline employees and other members of the public, as
designated by the Executive Director.

"Relocation Expenses" means all moving costs associated with the relocation of U.S.
Airways and other users, including, but not limited to, (i) the replacement of improvements made
by U.S. Airways or other users, (ii) Interest Costs, and (iii) the installation of common use/shared
use type equipment such as ticket counters and gate podiums in U.S. Airways' relocated space.

"Reimbursement Rate" means, as of any date of determination, the annual rate of interest
equal to two per cent per annum in excess of the fixed rate of interest quoted in The Bond Buyer
25 Revenue Bond Index (or, if that index is no longer published, such successor or replacement
index or similar index selected by the Landlord) for fixed rate bonds having a term remaining to
maturity of one year (with no credit enhancement) and bearing interest that is not excluded from
gross income for federal income tax purposes.

"Relocation Construction Completion Date" means the date that the Tenant has
completed all requirements under the construction approval permits issued by the Landlord for
the relocation of US . Airways contemplated under the Relocation Plan.

"Relocation Rental Credit" means a rental credit in the amount afthe reasonable
Relocation Expenses incurred by the Tenant and approved by the Landlord.

"Rentable Area", previously referred to as "Measured Area" under the Tariff, means any
areas in the Terminals that are available for use by Airlines, other Aeronautical Users,
concessionaires or LAW A or other governmental users on an exclusive, common or preferential
use basis, as designated by the Executive Director. Rentable Area does not include any areas .
that are located outside the terminals at the Airport nor does Rentable Area include any space
(such as security checkpoints) used by federal governmental agencies (such as Customs and
Border Patrol or the TSA) or local law enforcement agencies to carry out their operations at the
Allport.

"Reserve Deposits" means the amounts deposited to funds and accounts for operation
and maintenance reserves, to satisfy debt service reserve requirements, and similar expense
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reserves under the terms of any applicable bond covenants or as required by the Los Angeles
City Charter.

"Southwest Renovations" means those Terminal 1 Renovations which are unique to the
Tenant's operations at the Terminal and could not easily be utilized by other Airlines operating
at the terminal such as (i) movable trade furniture, fixtures and equipment, and (ii) other certain
improvements as defmed in Schedule 1 -Attaclunent A located on or affixed to the Demised
Premises.

"Stipulated Rate" means the rate of interest per annum equal to the lesser of (a) 20% and
(b) the maximum rate permitted by applicable law.

"Substantial Destruction" means damage or destruction to the Tenant Areas making the
Tenant Areas unfit for the Tenant's normal operations and resulting from a cause not insured
against in the policies of insurance maintained by the Tenant (and not required to be maintained
by the Tenant under the provisions of Section 11.2). .

<OTINon-Proprietary Renovations" means (i) those Terminal 1 Renovations that could
readily be utilized by other Airlines operating at the Terminal without substantial additional costs

. to such Airlines, including the design and construction of an inline baggage system (the "ItJl1ne
Baggage System") and (ii) those Terminal 1 Renovations that are infrastructure related for the
Terminal building, such as electrical work, ductwork, plumbing work, fire alarm upgrades, and
HV AC upgrades.

"TI Non-Proprietary Airline Renovations" means the Tl Non-Proprietary Renovations
located in the Terminal as identified in Schedule 1 -Attachment A.

"Tl Non-Proprietary Airline Renovations Component" means one of the seven (7)
components of the Tl Non-Proprietary Airline Renovations located in the Terminal as identified
in Schedule 1 - Attachment A.

<OT!Non-Proprietary Airline Renovations Component Acquisition Cost" means the actual
expenses incurred 'by the Tenant for any of the Tl Non-Proprietary Airline Renovations
Components, including the Interest Costs incurred for the Tl Non-Proprietary Airline
Renovations Component, as verified by the Landlord and as certified by an officer of the Tenant
in a written declaration.

"Tl Non-Proprietary Airline Renovations Component Completion Date" means, for each
Tl Non-Proprietary Airline Renovations Component, the date that the following has occurred: (i)
the Tenant has completed all requirements under this Lease and the construction approval
permits issued by the Landlord for the Tl Non-Proprietary Airline Renovations Component and .
(ii) the Tenant has requested payment and provided the Landlord with 1. a written declaration by
an officer of the Tenant that certifies the actual expenses incurred by the Tenant Jar the Tl Non-
Proprietary Airline Renovations Component and 2. proof of payment, including, but not limited
to, copies of invoices, of the actual expenses incurred by the Tenant for the T1 Non-Proprietary
Airline Renovations Component.
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"T1 Non-Proprietary Terminal Renovations" means the Tl Non-Proprietary Renovations
located in the Terminal as identified in Schedule 1 - Attachment A.

"Tl Non-Proprietary Terminal Renovations Acquisition Cost" means the actual expenses
incurred by the Tenant for the Tl Non-Proprietary Terminal Renovations, including the Interest
Costs incurred for the Tl Non-Proprietary Terminal Renovations, as verified by the Landlord.

"TT Non-Proprietary Terminal Renovations Component" means one of the eight (8)
components of the TI Non-Proprietary Terminal Renovations located in the Terminal as
identified in Schedule 1 - Attachment A.

"TI Non-Proprietary Terminal Renovations Component Acquisition Cost" means the
actual expenses incurred by the Tenant for any of the T1 Non-Proprietary Terminal Renovations
Components, including the Interest Costs incurred for the TI Non-Proprietary Terminal
Renovations Component, as verified by the Landlord and as certified by an officer of the Tenant
in a written declaration.
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"Tl Non-Proprietary Tenninal Renovations Component Completion Date' means, for
each Tl Non-Proprietary Renovations Component, the date that the following has occurred: 0)
the Tenant has completed all requirements under this Lease and the construction approval
permits issued by the Landlord for the TI Non-Proprietary Renovations Component and (ii) the
Tenant has requested payment and provided the Landlord with 1. a written declaration by an
officer of the Tenant that certifies the actual expenses incurred by the Tenant for the TI Non-
Proprietary Terminal Renovations Component and 2. proof of payment, including, but not
limited to, copies of invoices, of the actual expenses incurred by the Tenant for the T1 Non-
Proprietary Terminal Renovations Component.

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

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

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

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

"Tenant Areas" means the Demised Premises and the Common Use Areas.
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"Tenant's Property,j means all podium or counter millwork, including back wall signage,
furniture, furnishings, office equipment, books, records, office supplies, computers and related
equipment, audio-visual equipment, telephone systems and equipment, art work and rugs
installed at or located in the TenantAreas at the expense of the Tenant and removable without
damage to the Terminal that cannot be readily repaired.

"Terminal" means the airline passenger terminals at the Airport reflected on the Basic
Information Schedule as the "Terminal".

"Terminal Airline Support Systems" means an information technology system, used to
allocate terminal resources (gates, stands, ticket counters, baggage carousels, bag sortation piers,
flight information displays, gate information displays, and public address systems) to assist
Airlines with passenger processing. .
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"Terminal Users" means, for any Terminal on any date, all passenger Airlines and other
non-governmental Persons then teasing space at the Terminal, all passenger Airlines and other
non-governmental Persons using space under the Tariff, and all other passenger Airlines and
othernon-govemmental Persons then having other contractual arrangements with the Landlord
for the use and occupancy of the Terminal, but excluding all itinerant and charter Airlines not
leasing space at the Terminal and not signatories to a contractual arrangement with the Landlord
having substantially the same economic provisions with respect to charges for the use of
Conunon Use Areas and FIS Areas as those contained in this Tariff.

"Tum" means the active arrival and departure of an aircraft from a gate (including a
remote gate) and may be measured in halves. The movement of an empty aircraft to or from a
gate shall not constitute half a "Tum."

"TSA" means the United States Department of Homeland Security Transportation
Security Administration, or its successor agency.

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

"Unified Capital Charge' means a charge assessed to Aeronautical Users through the
Terminal Buildings Charge and the Common Use Areas rates and charges that is based on an
equalized rate for the recovery. of Capital Costs that are included in the Unified Capital
Requirement (defined in the Rate Methodology),

25. Miscellaneous.

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

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

25.3. Entire Agreement. This Lease and the Settlement Agreement contain the entire
agreement between the Landlord and the Tenant relating to the subject matter hereof.

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

25.6. Approvals. Any approvals or consents required from or given by the Landlord
under this Lease shall be approvals of the Department acting as the Landlord, and shall not relate
to, constitute a waiver of, supersede or otherwise limit or affect the rights or prerogatives of the
City of Los Angeles as a government, including the right to grant or deny any permits required
for construction in the Tenant Areas or maintenance of the Demised Premises and the right to
enact, amend or repeal Legal Requirements, including those relating to zoning, land use, and
building and safety. Any requirement in this Lease that an approval or consent be not
unreasonably withheld shall also be deemed to require that the approval or consent be not
unreasonably delayed. Any other requirement in this Lease that an approval or consent be
obtained shall entitle the party whose approval or consent is required to withhold the approval or
consent in its discretion. No approval or consent on behalf of the Landlord will be deemed
binding lipan the Landlord unless approved in writing as to form by the City Attorney.

25.5. Certain Statutes. No provision of this Lease shall be construed to grant or
authorize the granting of an exclusive right within the meaning of Section 308 of the Federal
Aviation Act, 49 U.S.C. 40103(e) and 40107(a)(4} (Public Law 103~272). The Tenant waives
any right or benefit in any way related to the Airport or its operations to which the Tenant would
otherwise be entitled as a result of the Uniform Relocation Assistance and Real Property
Acquisition Policies Act of 1970,49 U.S,C. 4601, et seq. (public Law 91~646), Title I, Division
7, Chapter 16 of the California Government Code (Sections 7260, et seq.v; or any other Legal
Requirement conferring similar rights and benefits, .

25.7. Certain Amendments. If the City Attorney shall determine that any provision of
this Lease is in conflict with any Legal Requirement or that any right otherwise afforded to the
Tenant under this Lease would (if exercised by the Tenant) result in a violation of any Legal
Requirement, the Landlord may unilaterally amend this Lease to the extent necessary to bring
this Lease into conformity with the Legal Requirement or to restrict the rights otherwise afforded
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to the Tenant to the extent necessary to prohibit the conduct that would result in the violation of
the Legal Requirement, by delivering to the Tenant a notice specifying the text of the amendment
and the date on which the amendment will become effective. Together with any notice
amending the terms of this Lease as permitted by the preceding sentence of this Section 25.7, the
Landlord will furnish to the Tenant an opinion of the City Attorney that specifies the conflict and
the narrowest amendment, consistent with the remaining terms of this Lease, that would bring
this Lease, as so amended, into conformity with the Legal Requirement or that would restrict the
rights otherwise afforded to the Tenant to the extent necessary to prohibit the conduct that would
result in the violation of the Legal Requirement, No such amendment will become effective on
fewer than 90 days' notice to the Tenant, unless in the opinion of the City Attorney a shorter
period of time is required in order to avoid any civil or criminal penalty. If the City Attorney
shall determine that any policy of the Federal Aviation Administration, the U.s. Department of
Transportation, the U.S. Transportation Security Administration, or any other federal or state
regulatory agency shall have changed on or after the Commencement Date, whether or not the
change shall have the force of law and whether or not the change shall have retroactive effect,
the Landlord may unilaterally amend this Lease to the extent necessary to bring this Lease into
conformity with the revised policy, by delivering to the Tenant a notice specifying the text of the
amendment and the date on which the amendment will become effective. Together with any
notice amending the terms of this Lease as permitted by the immediately preceding sentence of
this Section 25.7, the Landlord will furnish to the Tenant an opinion of the City Attorney that
specifies the change in policy and the narrowest amendment, consistent with the remaining terms
of this Lease, that would bring this Lease, as so amended, into conformity with the new policy.
No such amendment will become effective on fewer than 90 days' notice to the Tenant, unless in
the opinion of the City Attorney a shorter period of time is required in order to avoid any civil or
criminal penalty. By agreeing to this Section 25.7 Tenant does not waive and Tenant hereby
retains all of its rights to challenge the validity of any such Legal Requirement or policy change.

25.8. Time Periods. Unless otherwise specified, any reference to '<days" in this Lease
shan mean calendar days. Time of performance shall be of the essence of this Lease, provided
that whenever a day is established in this Lease on or by which either the Landlord or the Tenant
is required to perform any action (other than the Tenant's obligation to makeany payment of
money required by this Lease), the time for performance shall be extended by the number of
days (if any) during which the party whose performance is required is prevented from
performing due to Unavoidable Delays ..

25.9. Measurements. All measurements of{a) the Demised Premises, (b) the Common
Use Areas, (c) the FIS Areas, and (d) any other relevant portion. of the Terminal shall be made
(except asrequired to the contrary by the express terms of this Lease) under ANSI/BOMA
265.1-1996 ("Standard for Measuring Floor Area in Office Buildings") or any other consistent
methods from time to time adopted by the Landlord. Any measurements of the Rentable Area of
any terminal at the Airport shall be adjusted from time to time by the Landlord to take into
account changes in the measurements of relevant portions. of the terminal. For the purposes of
any computation of area requited by this Lease, (a) the measurement of any area in any terminal
at the Airport will not be affected by the temporary unavailability of floor area in the such
terminal at the Airport due to maintenance, repairs, and construction activity in or affecting such
terminal, and (b) additions to any area in any terminal at the Airport resulting from the
construction of new improvements will not be included in the measurement of any area in such
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terminal until the new improvements are placed in service. The computation by the Landlord of
any area required by this Lease shall be deemed conclusive absent manifest error. If at any time
the Landlord concludes that any computation of floor area measurement proves to have been
incorrect, the Landlord will promptly disclose the inaccuracy to the Tenant, and the Landlord and
the Tenant will promptly make such payments to the other as may be necessary to correct
retroactively for the economic effect of the error.

25,11. Other Agreements not Affected. The provisions of this Lease shall apply only to
the Demised Premises and shall not modify in any respect any of the rights or obligations of the
Landlord or the Tenant under any other lease or other agreement between them. Exceptas
expressly provided in this Lease, no third-party is intended to be a beneficiary of the provisions
of this Lease.

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

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

25.13 . No Joint Venture. The provisions of this Lease shall not be construed to create a
joint venture or partnership between the Landlord and the Tenant.
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25.14. Counterparts. This Lease may be executed in several counterparts, each of which
shall be an original, but all of which together shall constitute a single instrument.

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

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

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

25.19. Interpretation. This Lease shall be construed without regard to any presumption
or other rule requiring construction against the party causing this Lease to be drafted. Any·
references in this Lease to a specific Legal Requirement shall be deemed to include a reference
to any similar or successor provision.

25.18. Governing Law. Irrespective of the place of execution or performance, tbis Lease
shall be governed by. and construed and enforced in accordance with the laws of the State of

. California.

25.21. Attorneys' Fees. In any action brought to enforce the terms of this Lease, the
party substantially prevailing in the action shall be entitled to recover from the other party the
prevailing party's reasonable expenses of the action (including reasonable attorneys' fees).

25.20. Successors and Assigns. The covenants, conditions and agreements contained in
this Lease shall bind and inure to the benefit of the Landlord and the Tenant and their respective
successors and, except as otherwise provided in this Lease, their assigns, and shall run with the
land.

25.22. Authority .. Except as expressly provided in this Section 25.22 to the contrary, (a)
the powers of the Landlord under this Lease, including the power to interpret and implement the
provisions of this Lease, have been delegated to and may be exercised by the Executive Director,
and (b) any notice, election, approval or consent that this Lease by its terms requires or permits
the Landlord to give may be given by the Executive Director, in each case as if exercised or
given by resolution or order of the Board. Without limitation of the authority of the Executive
Director under Sections 14.2.1, 16.2.1, 16.2.3, 18.2, and 19.2 (after giving effect to the foregoing
provisions of this Section 25.22), the Executive Director shall have the authority to bind the
Landlord to any amendment of this Lease having the effect of increasing or decreasing by not
more than $150,000 in any Lease Year the amounts payable by the Tenant to the Landlord under
this Lease. The authority of the Executive Director under this Section 25.22 shall not extend to
either of the following actions without the prior approval or later ratification of the Board: (a)
any extension of the Term for a period that, when added to the Term originally specified in this
Lease, exceeds five years, or (b) any amendment of the terms of this Lease if the specific text of
this Lease has been presented to and approved by the City Council of the City ·of Los Angeles.
In taking any action under this Lease, the Tenant shall be entitled to rely on the authority of the
Executive Director as specified in this Section 25.22.

25.23. Settlement Agreement. This Lease is being entered into pursuant to that certain
Settlement Agreement, dated January 14,2013, between the Landlord and the Tenant. To the
extent that anything in the Settlement Agreement is inconsistent with the tenus ofthis Lease, the
terms ofthe Settlement Agreement shall govern.
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TY kdrive/Southwest Terminal 1 Lease v.5



IN WITNESS WHEREOF} the Landlord and the Tenant have respectively executed this
Lease as of the day and year first above written.

LANDLORD:

APPROVED AS TO FORM: CITY OF LOS ANGELES

Executive Director
Department of Airports

Carmen A. Trutanich,
City Attorney By:

Name:
Title:

TENANT:

ATTEST:

By:

SOUTIfWEST AIRLINES CO.

By: __ ~h~6~,~f~p_'A+~~-_-~~

Bob Montgomery
Vice President - Airport Affairs

[Corporate Seal]
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Schedule 1 ~Attachment A
Summary of Proposed Tenninall Renovations

Scope Component Description

1. Relocations

2. West Ticketing - Arrivals
Level

3. West Ticketing - Departure
and Mezzanine Levels

4. Inline Checked Baggage
Inspection System and
Facilities

5. East Ticketing - Departure
and Mezzanine Levels

6. Concourse

7. Information Technology

8. Gate Systems

9. Termina12 Connector

The relocation of US Airways to Terminal 3, including the
relocation of other parties in Terminal 3 as necessary.

The renovation of the arrivals level on the west side of the
ticketing building, including installation of new baggage
claim devices, replacement of MEP systems and building
finishes.

The renovation of the departure and mezzanine levels on the
west side of the ticketing building, including new ticket
counters, replacement of MEP systems and building
finishes. Also includes a new security screening checkpoint
on the mezzanine level.

The installation of a new inline baggage screening system.
Also includes the renovation of the east side of the arrivals
level of the ticketing building to enable the installation of
the inline baggage system.

The renovation of the departure and mezzanine levels' on the
east side of the ticketing building, including new ticket
counters, replacement ofNffiP systems and building
finishes. Also includes a new security screening checkpoint
on the departure level.

Renovate the entire concourse, replacing and upgrading
MEP systems. Reconfigure the layout to provide a
coordinated approach to holdrooms and concessions.
Reconfigure support space on the lower level to
accommodate relocated functions as the result of the
ticketing and security checkpoint work.

Installation of a terminal wide premise distribution system
and paging system.

Reconfiguration of the aircraft parking to accommodate full
B737-800W parking at 13 gates, including new apron
paving, striping and fuel hydrant pit relocations.
Replacement of all passenger loading bridges; 400Hz, pre-
conditioned air and potable water equipment; Upgrade the
battery chargers for GSE.

Installation of a secure cormector between Terminals -1 and
2.
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Schedule 1 - Attachment A
Summary of Proposed Terminal 1 Renovations

Scope Component Description

10. Curbside Canopy Construction of a canopy over the departures curb between
Terminals 1 and 2.

TOTAL PROJECTED COST $400,155,000
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Schedule 1 - Attachment A
Southwest Renovations

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

(a) Branded.
(b) Unique to SOUTHWEST's specific operational needs, such that it is not

reasonable to assume that another airline could use the improvement
without modification.

(c) Specialty lighting, finishes and other architectural elements specifically
selected by SOUTffiVEST.

(d) Interior construction of all exclusive lease spaces.

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

Scope Component Description

1. West Ticketing - Arrivals Interior build out of a new Southwest Airlines baggage
Level service office. All branded signage and displays.

Relocation of Southwest baggage service operations.

2. West Ticketing - Departure New ticket counter and curbside millwork, signage and
and Mezzanine Levels equipment. Interior build out of new Southwest Airlines

demised premises. All branded signage and displays.
Relocation of Southwest ticketing operations.

3. East Ticketing - Departure Interior build out of new Southwest Airlines demised
and Mezzanine Levels premises. All branded signage and displays. Relocation of

Southwest operations.

4, Concourse New gate millwork and equipment. Interior build out of
new Southwest Airlines demised premises. All branded
signage and displays. Relocation of Southwest operations,

5, Gate Systems Upgrade the battery chargers for Southwest electric GSE.
Revised gate striping,

TOTAL PROJECTED COST $16,147,000
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Schedule 1- Attachment A
TI Airline Renovations

In general, Airline Renovations are improvements that are:

(a) Usable by any airline operating in Terminal l.
(b) To the parts of the building classified as "airline."
(c) In cases of base building infrastructure, the portion of the improvement

allocated to Airline is based on the ratio of Airline to Public space in
Terminal 1.

The specific components are listed below.

Scope Component Description

1. West Ticketing - Arrivals
Level

2. West Ticketing - Departure
and Mezzanine Levels

3. Inline Checked Baggage
Inspection System and
Facilities

4.. East Ticketing - Departure
and Mezzanine Levels

5. Concourse

6, Information Technology

The renovation of the arrivals level on the west side of the
ticketing building, including installation of new baggage
claim devices, replacement of:MEP systems and building
finishes,

The renovation ofthe departure and mezzanine levels on
the west side of the ticketing building, including new ticket
counters, replacement of MEP systems and building
finishes. Also includes a new security screening
checkpoint on the mezzanine level.

The installation of a new inIine baggage screening system.
Also includes the renovation of the east side of the arrivals
level of the ticketing building to enable the installation of
the inline baggage system.

The renovation of the departure and mezzanine levels on
the east side of the ticketing building, including new ticket
counters, replacement ofMEP systems and building
finishes. Also includes a new security screening
checkpoint on the departure level.

Renovate the entire concourse, replacing and upgrading
MEP systems. Reconfigure the layout to provide a .
coordinated approach to holdrooms and concessions.
Reconfigure support space on the lower level to
accommodate relocated functions as the result of the
ticketing and security checkpoint work.

Installation of a terminal wide premise distribution system
and paging system .
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Schedule 1- Attachment A
Tl Airline Renovations

Scope Component Description

7. Gate Systems Reconfiguration of the aircraft parking to accommodate
full B737-800W parking at 13 gates, including new apron
paving, striping and fuel hydrant pit relocations.
Replacement of all passenger loading bridges, 400Hz, pre-
conditioned air and potable water equipment. Upgrade the
battery chargers for GSE.

TOTAL PROJECTED COST $222,422,000
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Schedule 1- Attachment A
TI Terminal Renovations

In general, Terminal Renovations are the improvements that are:

(a) Expansion of the overall building footprint and envelope.
(b) To the public areas of the building.
(c) In cases of base building infrastructure, the portion of the improvement

allocated to the Terminal is based on the ratio of Airline to Public space in
Tenninall.

The specific components are listed below.

Scope Component Description

1. West Ticketing - Arrivals
Level

2. West Ticketing - Departure
and Mezzanine Levels

3. Inline Baggage System and
Facilities

4. East Ticketing - Departure
and Mezzanine Levels

5. Concourse

6. Information Technology

7. Terminal 2 Connector

The renovation of the arrivals level on the west side of the
ticketing building, including installation of new baggage
claim devices, replacement of MEP systems and building
finishes.

The renovation of the departure and mezzanine levels on
the west side of the ticketing building, including new
ticket counters, replacement of MEP systems and building
finishes. Also includes a new security screening
checkpoint on the mezzanine level.

The installation of a new inline baggage screening system.
Also includes the renovation of the east side of the
arrivals level ofthe ticketing building to enable the
installation of the inline baggage system.

The renovationofthe departure and mezzanine levels on
the east side ofthe ticketing building, including new ticket
counters, replacement of MEP systems and building
finishes. ' Also includes a new security screening
checkpoint on the departure level.

Renovate the entire concourse, replacing and upgrading
MEP systems. Reconfigure the layout to provide a
coordinated approach to holdrooms and concessions.
Reconfigure support space on the lower level to
accommodate relocated functions as the result of the
ticketing and security checkpoint work.

Installation of a terminal wide premise distribution system
and paging system.

Installation of a secure connector between Terminals 1
and 2.

- Page 6-



Schedule 1 - Attachment A
T1 Terminal Renovations

Scope Component Description

8. Curbside Canopy Construction of a canopy over the departures curb
between. Terminals 1 and 2.

TOTAL PROJECTED COST $146,929,000

-Page r .
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OTHER TRANSACTION AGREEMENT

, BEl'WEEN

DEP.AR'l'MEN't OF HOMELAND SECURl'I'Y
'IRANSPO~T.A.'IlON SECUIUI'Y ADM1N1STRAT10N

AND

TIlE CITY OF LOS ANGELES

LOS ANGELES INT.ERNA'I'IONAL AmPORT

Negotiated by the TSA plll'Sllant to
Anation and Transpomtion Security Act,:Pub~ L.I07-71, 115 Stat. Sf)7

49 U.S.C. §114(m)(1) and 106(1)(6) .
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ARTICLEI -PARmS

The plU:1:testo this Other Transaction Agreement (Agreement) are the Transportation Soonrity
Administration (TSA). u.s. Department of Homeland Security (O?S). and the City of Los
Angeles acting by and through i1s Board of Airport Commissioners (heremElJ."!erCITY) relating
to the Los Angeles. International Aitport (Airport or LAJO. The 'TSA and the CITY agre~ to
coope:rare in good :faith and to perform their respective obligations in executing the purpose of
this Agreement and to insure the cOlltimtlng progress Qfthis project is not hindered,

ARTICLE II -LEGAL AUTHOlUTY

'!'his Agreement is entered into under the aUthority of the Aviation and. Transportation Security
Ac~ Pub. L.I07-71, l1S Stat. 597. specifical1y49 U.S.C ..§ 114(m)(1) and '1060)(6), which
authorl2es other transaction agreements.

ARTICLE m - SCOPE

The PlllPose of this Agreement is to set forth the teJ:ms and conditions, as well M esta~lish the
respective cost--sharlng obligations and other responsibilities of the TSA BI\9- the CITY with.
respect to file architecture' and engineering services to prodtWC designs for the in-line checked
baggage Explosiye Detection System (BDS) solutions at LAx·terrnhials in fl<2.oordanct}with. the
latest published TSA Planning Design. Guidelines and Design Standards (PODS): This P1:oject
mvolves'developihg the designs to address. the modifioation and cOI1Slructiolf.Iequirements
needed for Checked Baggage Inspection System (QBIS) solutions at LAX Texmina1s 1, 2~4~6,7.
and 8 (hereinafter referred to as the Project) .. The designs need to address changes to baggage
conveyor comp9DeJl1s, mechanical, plumbmg, electpcal, structural, and telecorrannnioations
infrastructnre; to allow for the iolltallanon of Bxplosive Detection Systell1 (EDS} machines
within baggage screening matJ:bc.(s)and Explosive Trace Detection (E'ID) resolutinn area.(s); a
remote nmltiplexed O.n Screen Resolution Room/oontrol room; as well as the installation of
hardware and software for use with an In.-line baggage screening application. The objective of
this Agreement is to enhance the baggage screening capabilities and tbroughput.

Because the Project will occur substanl.ially in ter:n:d:nal premises owned by the CITY atld leased
to or 11500. by various airlines pursuant to the LAX Ta:rift The CITY expects that a:ay additional
areas that may be necessary to implement '!he Project will either be leased to airline tenants
CCAirline Tenants") or be made part of the E:x.clllSiveUse Space used by airlines using terminal
space puriluaD.t:to me LAX Tariff ('9farl.ff Users") .. Airline Tenants or Tariff Usetli: will be
required by the CITY to·petform the project or cause the Project to be perfon:n.ed.Eaoh Airliue
Tenant and Tariff User (hereinafter sometltnes ,;efen:ed to as Project M~) will manage the .
Project with oversight administered by the CITY. The CITY's participation is necessary to make
this Proj ect a success, .

ARTICLE IV -COST SH.ARlNGAND OTHER lmSPONSIB.ILlT!ES

1. Capital Costs: The estimated cost of the-Project relates to. t:b.e.-oo~1ies to be completed by~_"'-. -- .,~
the CITY and its respective Project Manager to produce file designs required to modify the

"
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aitport terminal infrastructure and baggage handling system (BHS) to SUPPDrt the installation and
operation of the EnS and ETD equipment at the designated' LAX Terminals. All work
perfonned by the CITY and its respective Projeot Manager pursuant to this AgteCJllellt shall be
accomplished in accordance with the designee) endorsed by TSA in accordance with the TSA
Planning Guidelines and Design Standards (pGDS) and in accordance with. the CI'IY's Airport
Building Standards and Criteria.

2. TSA agrees to reimburse the CITY for seventy-five percent (7S%) of the allowable, allocable
and reasonable costs expensed as of the Effective Date of the Agreem61lt to produce scl1ematlo~
30%, 70% and 100% designs :fot LAX Terminals It 2~ 4, 6~ 7$ 8 and construction of CBrs
solutions including the .necessaty SlIpervision not to exceed a total reimbursement of
$50,000,000.00. TSA reimburses 7S cents for every dollar submitted by the CITY for
reimbursement of allowable. allocable and reasonable costs up to the TSA funded amotmt of
$50,000,000.00. .

3. Determination of allOWable and allocable costs will be made by the TSA in accordance with
the OMJ3 Cu-cular A-87 "Cost Principles for State, Local and I,ndiau Tribal Governments", in
effect on the- effective &00 of ilie Agreement. Tho TSA will reimburse the CITY on: an actual
expense basis supported by one or more invoices submitted by th~ CITY in' accordance wilh
Article X - Payment The parties agree that all costs in exoess of $50,000,000, as well as any
costs that are inconsistent with O:MB k87 shall be borne solely by the CITY unless otherwise
agreed by the TSA in a modification in accordance with Article xm - Changes and/PI
Modifications. Should the TSA 'contriblltions of $50.000~OOO,OOrepresem.tmore than 7S percent
of the total fin.al allowable and allocable; and reasonable costs; ilie CITY will refund the TSA for
the difference to achieve a 7S percent level.

4. The primary use of the :funds provided. in this Other Transaction Agreement Is for the 100%
design efforts related to the modification and construction of Checked Baggage Inspection
Systen1 (CBlS) solutiQIlS at LAX TettninalB .l~ 2~ 4, ,6> 7, and 8. The use of any fuDdIDg
remaining after the design efforts for t1;le'designated Termin.als have been completed will be
utilized inaccordanoe with the direetion of the TSA Office of Secnrlty .Technology atld the Other
Transaction Agreement vvil1 be modified in accordance with Article :xm - Changes and/or
Modifications. The Project costs for whioh TSA will reimburse is. for those design and
construction costs associated with the CBIS. the On Screen Resolution. (OSR) room, the Checked
Baggage Resolution A:tea(s) (CBRA). and the EDS network equipment room as requ:ixed for
each Tettnina1. Prior to issuing any solicitation packages or preliminary woik: required to enter
into the construction phase of the 'Project, the CityfProject Manager{s) must request and receive,
in writing. specific authorization ..ft0'111 'rSA Office of Security Technology. The designs should
address:

• .Demolition ("ltIfrastruoture or baggage handling system related)
III BES :infrastructure upgrades, platfomtS. catwalks located within the BDS screening

matrix area .
BH& That portion located witirin the EnS screening matrix area. including
redesign and upgrading of conveyors to support tbeint~wndh oftb.e screening ._~'- ....
nm~Qruy .
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II OSR Room, CBRA(s)~ and EDSnetwork equipment room
II Acoustical1:('eatment inOSR and CBRA
c Electrical infrastracture (cabling, control panels) and basic lighting fixtures fer the

CBIS, CERA, and OSR. . ,
I;lI Telephone systems!paget systems fot TSA CERA and OSR only
• Heating, Ventilatlon, Air Conditioning (BVAC) envirorunental requirements. for

GElS. OSRRoom, CERA and EDS :netwolk equipment room
.. Utility and infrastructure relocation and/or replacement necessary to constmet tlre

CBIS
9 Construction to support the architectural and engineering elements ofthe OTA

Non-reimbursable EnS in·!iue checked baggage Project costs include but are not Iinrlted to:
• Employee break rooms, administrative office space, and restrooms
• Aesthetio architecture enhancements
• Maintenance, repair parts or spare parts. for Aizport Te:tm1na1 improvements

including' the baggage handling conveyor components histalIed UDder this Project
flo Bxtended warranties beyond one (1) year
• Baggage make-up carousels or outbound sortation systems

I

ARTICLE V: PROJECT RES:PONSIBILlTIES

The Project will be overseen by the CITY. The CITY intends to enter into its own written
agreements with various Airline Tenants and Tariff Users pursuant to wruch the management
and performance of the portion of the Project located Witllln. such Airline Tenant's leasehold or
Ti'Itiff'Usm-' s Occupied Terminal Area will be delegated to such All:line Tenant or TarlffUser~
respectinly. as Project Manager~ in its role as lessee or TariffUser of the terminal premises.
The City's agreement willl'eqWre that the Project Manager (i) procure the services of a design
consultant to unde:rtake the Project, (il) assume costs incurred over tho funding covered by the
TSA Other Transaction Agreement, ap.d (ill) agree to all Projeot MantlgerTesponsioilities and
related obligationadesoribed herein. To .fucilitate the integration of the EOO screening
equipment into the BHS as well as monitor ovecall performance of the Project" primary, '
responsibilities for TSA and the CITYIPl'oject Manager are outlined below and inAppendix B.

~ TEA Responsibilities

1. Review and endorse the eBIS Project design and specifications at the schematic, 30Yu,
70% and 100% pbases for each designated Terminal based upon the requirements
o'U:l:linedin the TSA Checked Baggage Inspection Standards Platming Guidelines and
Design Standards (pGDS). .

2. Provide the TSA Checked Baggage Inspe~oIl Standards Planning Guidelines and
Design Standards, as well as fueEDS equipment speci:fication(s) as required. '

3. Confirm the type of EDS equipment to be provided at each stage of the design as
submitted.

4. Review Project cost estimates to ensure fair market value ~ ppyemment.
5. Approve the placement and installation 'Of the EDS- ruiif wits in the baggage ~=",,-.-

screening matrix in accordance with the Project design and deployment.plan.

4



6. Fumisb.. deliver. rl& and install and test the BPS and BID equipment.
7. Provide EDS Original Equipment MatJ:u:fu.ctuter Technical Support Advisory Services

to the CITY regarding integration of the EnS 'Uflitsinto :theBHS.
8. Provide the EDS System Specific Test Plan (SSTP) tp the Project Manager(s)

following an EDS machine commissioning. coordination and test planning' meeting.
See Appendix. BA for specifics,

9. _Establish and conduct the integcated Site Acceptance Testing (ISAT) for EDS machine
screening capabilities.

10. Observe and appran ISAT restIlts before the EDSequipmeot is certified ready for
operatlonal use.

. !

B. City of Los Angeles' Responsibilities and/or Project Manager Responsibilities

1, The City shall start with a design phasing process on. the Terminals listed inArticle:m
- Scope, based on priorities or :ti.l.tutestrategic pla:rm.i:ng. 'I1.ris strategic planning
should be presented to the TSA Office of Security Technology for approval and
concurrence to assure that the Projects can be completed in accordance with the
constraints of costs, time and scope. _

2. Costs for each Tezminal Project are to be recorded and reported on a Terminal-by-
Terminal basis.

3, Except for the responsibilities of the TSA, as outlined above, the design of each
:individual Terminal eElS Project will be managed and overseen by the CITY and/or
its designated Project :M:anager. The Project Manager, acting tbItnlgh such contraotoJ:s
as it may use, will provide the design services to undertake each Temrinal Project..
The Project Manager will provide oversight of such. contractor(s) to ensure the Project
is completed within the prescribed. costs and schedule identified.

4. Ensw:e the designs for the each Ten:n1nal CBIS mclude, but are not 1.imired-to~BHS
modifications, environmental controls, and. any -other WIport terminal infrastructare
work requited supporting the operatiollill en.vironn:ient of ~ EDS and ETD ~its; -
adheres to OSHA .standards required for occupied spaces; as well as the applicable
EDS installation guide specificationa for operationiU environment re:quirenlents.
Design provisions will provide ~r the full m.grl:SS and egress plans to be provided to
the TsA and its BOS cl!ntractors for the. insta11atio~ operation" testin,g, maintenance,
and repair ofilie EDS and Em equipment.

5. Obtain. all necessary licenses, insuranoe permits and approvals.
6. Ensure the Project site will be ready to accommodate the installation of the liDS units

when delivered. Project site preparation inehides, but is not limited to, BHS
modifications, environmental conn-om, and any other airport terminal infrastructure
workrequlred supporting the operational eIi:vlro:mnentof the EDSl!nd BID units. . .

7> Facilitate the installation of the EOS umts by providing a cleat path during rigging and
EDS lnstallatio~ and provide sufficient space to anow for icitial deployment activities
such as unc;ra.tingihe devices.

8. The CityIProject Mallilget' shall require that full ingress and-egress be provided-to the
TSA and its contractors for the insta1latio~ operation. testing, maintenance, and repair
of the BDS and ETO equipment. - ~ '_'r ~~'''::-'' ..~ __,..,__ ._~

94 Perlbnn and bear all cost of the operation, maintenance and-repairs for the airport

5
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terminal installed property such as the baggage handli:ng conveyor system, heating, air
conditioning, and electrical in:fias1ructure in support of this Project. Except for the
TSA Security Screening BOS and EID eql#pment owned by the TSA, th!3 CITYt its
lessees. or assigns as applicable, shaD. own and have tit1~ to all personal property,
improvementx to real property2 or other assets which are acquired under this
Agreement It will be the rosponsibility of the CITY~ or its contractor or lessee to
oper~ maintain, and if it becomes .necessary repair or replace such property to
snpport the efficient use of the TSA Security Screemng ,Eqnipment.

10. Submit monthly progress status reports to the TSA Project Manager and TSA '
Contracting Officer ickmtified in: Article \1m - Authorized Representatives, 'Tb.e

. montbly 'report should pro-vide an executive sunrmary of wark performed to date,
identify the events to occur within. the n6Xt 90 c1aYS-t identifY the Airport and its key.
c~tractor points of contact and USe an earned value manaS?ment approach to identify
the ~ost and schedule variance incurred against work performance completed to date. '

C. Deliverables

The Deliverables required to be s:Qbrnitted by the City and/or its designated Project Manager with.
respect to each Termin.al are described inAppendiX A; specific testing related Delivernbles ate
outlined in Appendix B.

, .

t.

I
D. Operatien and Maintenance Costs

It is understood that the EDS and EID security screatrlng equipment are and will at all times
remain the property of the TSA. TSA -will maintain, repair; and iefin:bish the EDS and ElD
u.Dits at no cost to 1he CITYlProject :Manager. To the eJdent tlutt EDS and ETD securitY
screening equ.iplllent can no longer be used at tl\.e end of its life eye] e. or is: no longer being wed
for any ot:her reason. the TSA will provide for the removal and disposition of the equipment at no
cost to the ClTYiProject Manager subject to the Iiv!Ulability ofTSA iimding, in such a manner as
to allow the BHS to operate. No legalliabllity on the part of the TSA for ~y payment may arise
for performance under this Agreemen.t unless and until funds are appto¢.ated for tbis disposal
activity. In the event funds are not available for the removal or .disposal of the EDSs~curity
eguipilleot at the end of its life eyelet the TSA will leave the equipment in place as non ..
funotioning units to allow the BHS to continue to operate. ". ,
Except for tho BOB and EID secntity screening equipnlent owned by the TSA and separately
provided for use at theAhport. the CrrYlProject Manager shall own andhave title to illa.itport
building improvements made such as heating. ventilation, air conditioning. eleatrical
infmstructureJ baggage handling oonveyor systems and controls, or other assets which are
acquired and installed under th:i;; Agreement in support of this Pxojeqt. 'It will remain the _
responsibility of the CITY /Project Managet~ its contractors or lessees acting ihrough such agents
as it may use, to maintain. repair and or replace such airport property to sustain the operational
environmeatof the EDS' and ETD secmity screening equipment. Title to all airport terminal
building improvements that were purchased Dr reimbursed 'USingFederal funds for this Project,
shall become the property of the CITYlProject Manager, whestber purchased with TSA or
CITY/Projoct Manager :funds. . ~ '.". "''i-'}~~:'' ' .,~.,,..~-.- '-'-
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ARTICLE VI - EFFECTIVE DAlE AND TERM

The effective date of this Agreement is the date on w:bic1t it is signed by the TSA or the CITY,
whichever is later, Project completioa is currently estimated to be on or about February 28, 2011
unless earlier terminated by the parties as provided herein or extended by nrutoal agreement
pursuant to Article XIV. The period of performance fur tbJs effort:is established as 36 ~ntbs in
order to allow the CITY time to submit a fin.al invoice, close: out the Project, and addt:eis any
other issues.

The Project Manager will establish and provide Project Milestones to the TSA that allow
objective measurement of progress toward completion. Project Milestones will be provided to
the TSA witlrin 30 days after execution of this Agreement. TSA mamtain~ the right to identify
the milestones to be tracked.

ARTICLE VII- ACCEPTANCE AND TESTING

,
!.

TSA will deem, the Pfojoot complete upon the submission of the 100% design for each LAX
terminal CBIS design fuat is the most cost effective solution confonning to fue TSA Planning
Guidelines and Design Standards and technical specifications for the BDS baggage screening
equipment. TSA 'Willretain ten. percent U.Q%) of each payment request sub.mi!:ted by the CITY
for the duration. of the Project until r-a1l; TSA has completed its final review of the 100% CBrs
design for each. terminal, Once the 100% design fot eaoh terminal has received its final TSA
review, TSA will release in the 10% retainage as part of the :final invoice payment.

. -~

The authorized representative ;for each party shall act on behalf of that party for all metters
related to this Agreement. Each party> s autho:cized representative roay appoint on~ or more
others to act as antbDrlzed representative for any administrative purpose related to this
Agreement, provided written notice of such appOIn:!ments are made to the other party to tb.is
Agreement The authorized represen.tati:ves for the parties are as follows:

ARTICLE vm. AUTHORIZED REPRESENTATIVES

A. . TSA Pomts of Contact
PetcrMcVey
Project ManagedCon't.rlWt:ing Officer Technical Representative
Office of Security Tecbnology~ TSA~16
T.ranSPOrtatiOIl Security Adr:nlnistration
701 South 12th Street
Arlington, VA 20598-60i6
Phone: .571-227-3842 .
E-Mail Address: peter.mcvey@c:llis.gqv

1
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Connie- 'Thomto:o;, Contracting Officer
Offioe of Acquisition, TSA-25
T.ra:nsportaticn Security Administration
4275AirportRo~ Suite C
Rapid City, SD 57703
~e:60S.393-8191
E-Mail Address: cattnie.tbor.uton@dhs.gov

Matthew Aslnmrt
. Office of Acquisition, TSA~25

T:mnsportatiou Seourity Administration
, 701 South 12& Street

Ar1in~ VA 20598-6025
Phone; $.71~227~5376
E~Mail. Address: matthow.ashurst@dhs.gDV

Only the TSA Contracting Officer shall have the a:utho$y to bind the federal govorntnent with
respect to the expenditure of :funds:· The TSA Contracting Officer TechniCfll Representative
(COR) is responsible for the technical adminjstration of this Agreement and teehnical. liaison
with. the CITY and its Project Managers. The TSA COR is not authorized to ohange the scope of'
work, to make any commitment or otherwise obligate the TSA~ or authorize any changes which
affect the liability of'tne TSA. .' ,

The crrYlProject Managers must notify the TSA CO and COR in ev-ent1hat any TSA agent or
employee takes any action wbich is inteIpreted by the CITYJProject Ma.ru1gers as direction w1llch.
consequently increases the ClTY's costs and would cause the CITY to seek reimbursement min.
!SA beyond T8A's liability as stated in. this Agreement .

" .
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B. The CI'lYsPoints of Contact: ..

The CITY's Point of Contact for all correspondence is:
Steve Martin
Cbief Operating Officer
Los Angeles World Airports
1 World Wa.y, P.O. Box. 9.2215
Los Angeles. CA 90009·2216
(310) 646·&284
smartin@1awa.org

The ClTY's Point of Contact for Invoices is:
Mark Vioelja
Program Manager, In-Line System for LAXlONT
Major ProjectsDivision
Los Angeles World Airports
7301 World Way West, SibFloor
Los Angeles. CA 90045
(310) 577-3420
znvicelja@lawa.org

C. Other Points ofContaot include:

TItle Name Role. Con1acl InItltro.9.QOll
TSA Deploy.tJlfl1lt Lead Peter-McVey Conttaoting Officer Teclmical. PeI:eJ:.:mcve)'@dhs.gtJv

RflPI1'Senta:liveIDcplo'j'lllent 571-227-3842
Mana~er

TSA Testiog Lead Amy Becke Testing ContJ:acting Office Amy.lledke@dbB:gov
'l'eohn.icalR¢llre~anfu.tii'n S7X·2Z"M2tll

TSA N;G.uigjtipn Comrle Thottrton C~cting Offio(ll.' Co.n.nie.tbomtcm@dhs.gov
MattABhum 505-393-8191

lv~eW'.Aslrarnt@dhs.goy. 571-221-5376
TSAFSD Lawrenoe Fetters Federal Secncity D1reck>! L1!Wl'eIlce.ferters@clhB.gov

21(1..215·5370
TSAl'SD Po:h:rtof PougRae Local '[SA Coordinator DougIauae@dhcl.goy
Co;utaof 310-242-9031
TSA Contractor Bite Larry Blltlf:r TSA Site :Lead Larry_ Butle:r@m:s:corp.cOlll
Lead 2{lG-438·2048
LAWAPoint of MmkVicelja Project~. !n·Line M,ricelja@layra.org
Contact System for tAX ION! 310-S77·3420

ARTICLE IX ..FUNDING AND LIMITATIONS

1. TSA will provide funding to the CITY in an amount not to exceed $501000~OOO.OO.FUnds in
the l\IIlount of $50,000.000.00 are hereby obligated and made available for payment for
pe.r:fontlance of this Agreement. Expenses motured in execu:ting.tbe'r.J'$~r'fuidentified herein are..-""":,,.- "'~
chargeable to:
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~ 21~9-209{;f1249
Accounting Code:
5~9}OBOI0D2009SV1.B041(1E0137230062006.22c:rO-5904108900000000-2SLBw
TSA DmBCT~DEF. TASK . Amount $50.000.ooQ.00

2. In the event of termination or exphation of this Agreement; any TSA :funds that have not been
spent or inCUIIoo for alloWlt.hle expenses prior to the date of tem:dnation and are not reasonably
necessary to covet termination expenses will be .retutn~ and/or de-obligated from this
Agreement.

3, TSA's liability to m.ake payments to the CITY is litnited to the amount of funds Obligated and
available for payme:nt hereunder, including writto:a lliOdifications to this .AgTeement.

4. Under no circUmshmoes will TSA be responsible to pay and the CITY entitled to receive
pro~ overhead or geJlera1 or administrative expenses: for the work performed by CITY'
personnel under this Agreement, except, however the CITY may recover the allowable direct
costs of the CITY's personnel perfomUng work and the allocable costs of the contractors hired
by the CITY and/or its Project Managers to perform the necessaxy wotk llllder this OTA. TSA
will not beresponsfble for costs incarred by the CITY, its Projects Mana:geIS1 its oonb:a.ctors or
agents to petfonn work not in oClCOplianoewith the TSA requiren1ents in this Agreement. The
TSA Contracting Officer has the right to' recoup any payments made to the CITY if the
Contraoting Officer determines that the inYoices exceed the actual costs incnrred, or if the work
substantially deviates :fromtho TSA requirements for the Project pursuant to this Agreement. .
5. TSA funds maybe speoHor allowable, allocable: and reasonable costs in accordance with the
OMB Circnlar No. A-87 in effect on the Bffe\;tive Date oithe Agreement.

" .
"

-The United States Coast Guard Finance Center performs the payment function Oil belialf Qfthe' .
TSA. Reimbursement by TSA is conditioned 'Upon submission to TsA of an invoice identifying
the Project costs that haw been mcttrred and paid. The T$~ via the Coast Guard F"manca
Center~ intends to make payment to tho CITY within 45 days -of receipt of eacll properly.
prepared invoice for l'eimbursement of incurred costs. The TSA reimburaement process consists
of two steps:

Step 1- Summary InYoic~ Submittal to the U.S. Coast Guard Finance Center for
Payment; and' .
Step 2 - Smmnaxy Invoice and Supporting Dpcumentation Submittal to TSA for
Approval of Payment

'Step I - Summary InyOiCB Submittal to U.S. Coast Guard Finance Center

For purposes of suburlssfon to the Coast Gum-dFmanc"b' 6it~ the ctrY's inVoicr~""--"-
format is acoeptable for the Summary Invoice. As a. reminder. Central Contractor

10



Registration is mandatory for invoice pay.caEIDt; for ful:thor infonnati.on regard:i.ng tho
Central Contract Registration, please refer to http://www.ocr.gov
At a minimum 'ihe Summary Invoice should contain.:

(1) Aireement Nn:oiber lISTS04-09-H~CTl249
(2) Invoice Ntm;tber and Invoice Date
(3) Complete Business Name and Remittance Address.
(4) Point of Contact with. addreB!I~telephone. :fax and e-mail address contact

infQrmafiOll
(5) Tax Iden~atklD. Number and DlJ'N1s Number
(6) DoUat'AmOlmt ofReimbursem.em being ;requested
(7) Signature of the CITY's authorized representative and the following

certification laIIguage: "This i.1 to certifY that the services se:tforth herein '
were peifanned during the period stated and that the inCUrredcosts billea
were actu.ally expended for the Project. ~.

Mailing Address.: TSA Commercial Invoioes
USCG Finance Center
P.O. Box. 4111
Chesapealoot VA 23321

The StttnmaIY fnvoice may be submitted by standard email or by electronic
trans.In.ission to ~ fullowingJtd,dress(s):

"

j
1

Email: FlN-SMB-TSAlNVOlCES@UScg.mil , ',
Step 2 - Summary Invoioe and Syppotting Documentation Snbmfttal to TSA for
.4P,PtQyal ofPaymen.t .

The TSA Coxl't:ractmg Offioer and,.~e Contractlng Oftice:rs Teohnical Repreaentati.ve are
required to .review end approve all invoices prior to payment. To aid in this review, the
CnY shall provide a copy of the Summary Invoice along with all receipts, contractor pay
requests' and other supporti.t:Ig infu:cmation whioh,specify flie 'WIldo!; services provided,
and products delivered. as well as the. appropriate identifications that the Aizport has paid
tbese obligations. The CITY is encceraged to provide this supporting information
81multaneo1lsly with Step 1 inorder to expedite the paymearprocess,

The Support Docamentation should contain the following items:
• S1.U:l:lJIl.al:YInvoice from Step 1 '
• An executive SllIrlln.!Uypt"oject overview with the:first lnvoioo
III A spreadsheet providing a categorized b!ealcdoWll of the amount invoiced.
II A spreadsheet detailing the invoices and amoun1s submitted, including the

individual invoice numbers, anlcmnts and coding; grand. totals; and detEtil on
howdi • + each invoicy is distr!buted. amongst~ .~e .'!O~~ and corwtrJ;lqtioD:....".;..:..._ "_

mSlona.
.. Signed and approved legible copies of each individnars contractor's invoice to

11
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include schedules of values (i.e . .AIA 702/03) or statements of work.
o Copies of contracts oyer $1 million and ohange orders 1hat provide

support for the actual work being invoiced.
o Rationale for all allocations or 'uIIUSual calculations or assumptions.
o Proof of delivery of the equipment ttl the.project sponsor.

• Copies of subcontractors' invoice if listed on a prime oontr:actor's invoice as a
single amount {copies of timesheeis and detalled backup not' required if
descaiptio:tlS are clear and specific),

• . Proof of payment by the CITY or the ,appropriate Project Manager for each
invoice in the form of copies of checblwarrants, bank wire tmlsfeta; or
acc01lI1ting system transactions.

The Summary Invoice and 81lpporting documentution may be submitted by mail via CD
or paper doCU/llootsor electronic transmission 1:0 the fonowing address, The final
closeout invoice should include proof that all required deliverables have been provided.

John Gebhart
Jacobs Carter & Burgess, Inc
2231 Crystal Ddve, Suite 300

. . Arlfngto~ VA 22202
Phone: 571-721-1269
Email: joJm.gebh.art@jacobs.com

UPOl1 completion of the review of the supporting documentation :fur the Bun:onary
Invoice, the '!'SA Contracting O;ffici::rand. Contracting Officer Tecaaloal Representativl;)
ml1 advise the Coast Guard Firumce Center regarding payment oime Summary Invoice.

ARTICLE XI· AUDITS

The federal government, including l:he'Copjptroller General of the United States~has the right to
exatnine or auclit relevant :financial records for a period not to exceed three (3) years afu:;r
expiration of the terms of this Agreement. 'The CITY# each P..r:ojectManager and its contractors
must maintain an. established accounting system that complies with generally accepted
accounting prWc1ples. Records related to' disputes -arising out of t'his Agreement shall be

. maintained and made available until snoh, disputes have been resolved. .

Nt. used in this provision, "records" includes books, documents, accounting procedures and
practices; and other data, regardless of type and regardless of whether such itettlS are in written
fonn.1n the form of computer data. or in any other form, '

The CITY and each Project Manager shall maintain all records and other evidence sufficient to
reflect costs claimed to have been incurred or anticipated to be Incurred directly or indite,ct1y.in
performance of this Agreement. The TSA Contracting Officer or the authorized representative
of the TSA Contracting Officer spall have the right to examine and au~t those records at any
. .• Th'ght f - . . 1.._11' 1 ~J3~£-~~.- -" . to!time, or from time to tnne, en 0 ex:a:m:mation s~"mh UUP"UIBpeCtl.oD, at IW reasonan e~'~"""-~'""'.

times at the offices ofibe CITY or eac?- Project Manager or at the offices of the CITY's or each
Project ~agerrs con1racIDr{s)responsible for the Project.

12
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'The CITY or the appropriate Project Manager w:i11 be required to submit oost or pricing data and
supporling in:for;mation in. connection with any Invoice relating to this Agreement if requested by
the TSA Contracting Officer.

This Article Xl shall not be construed to require the CITY or its Project Ml1llager{s). contractors
or subcontractors to' create or maintain any record that they do not maintain in the orclina:ty
course of business pursuant to a provision of law, provided that those entities maintain records
which conform to generally accepted accounting practices,

'. .
Tb.e CITY and its Project Manager(s) shall insert a clause containing the terms of Article Xl -
Audits in all its contracts and subcontracts under this Agreement that exceed $100:000.00 (One
Hundred Thousand Dollars).

ARTICLE xn- REQUIRED FEDERAL PROC1J:REMENT PROVISIONS

The CITY and/or its Project Manager(s) shall comply with tho Title VI of the Civil Righb! Act of
1964 relating to nondiscrimination in Federallyasslsted programs. Additionally, FAR Clause
52.203-11 "Certification and Disclosure Regarding Payments to Intluence Certain. Federal
Transactions" Is Incorporated herein by reference into this Agreement. Where possible, contracts
awarded by the CITY and/or its Project Managex(s) should he awarded Via competitive
negotiation and heed the Buy American Act.

The CITY and/or its Project Mnnager(s) agree to include:in its contract(s) a. provision ihat the
Airport TeI:1D1:oalCBIS designs are to comply-with the TSA's Planning Guid~lines and Design
Standards. An earned value management approach shan be incorporated into any follow~on
construction contracts inorder to monitor cost and schedule. Tlrls information shallbe included
in.the monthly rep?rt provided to TSA.

ARTJCLE XIIi - qIANGES ANDfOR.MOnIFlCATIONS

Changes and/or modifications to 1his Agreemeneshall be in 'Writing and signed by the TSA
Contracting Officer and the authorizing official of the CITY. Any modification. shall cite this
Agreemen.t and shall state the exact nature of the change and/or IDadific'atioIl. No oral statement
'by any person shall be Interpreted as modifying or otherwise affecting the terms of this
Agreement The properly signed modificafion. shall be attached to tbis Agreement and thereby
become a part of this AgreemEmt.

ARTICLE XIV - DISPUTES

When possible. disputes will be resolved by fu:fo:ttn.a1 discassion between the llPpropriate CITY
representative and the TSA Contracting Officer. In the event that 1heparties are unable to
resolve any disagreement through good faith negotiations, the d:.!sput:ewill be resolved by
8Ubmission of the dispute tb the'rSA Assistant Secretary or llls or }l~r ~esignee far resolution.
TIle parties agree that the TSA Assistant Secretary~s decisicYtlslrim.~1fllw and not subjeot to-....:...:o-.~ ,,-
judicial or administrative review and shall be eaforceable and binding upon the parties.

13
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ARTICLE xv ':"TER.MINATION

In addition. to any other termination. rights provided by this Agreement either party may
.terminate this Agreement at any ~e prior to its exprration date, with or without cause, and
without incurring any liability or obligation to the terminated party (other than, payment of
amounts due and owing and performance of obligations accrued, in each case Oll or prior to the
tern:rlnaiiot'l date) by giving the other party at least tlrlrty (30) da.ys? prior written notice of
tenmnatlon.. Upon receipt of a notice of termioation~ the receiving party shall take immediate
steps to stop the accrual of my additional obligations that might require payment In the evont
that the CITY terminates 'fue Agreemen~ the CITY shall be responsible to pay tha TSA for any
additional costs Incurred by file TSA resulting fomi the termination. In the event of ienn1nation
or expiration of this AgJ;'een1ent, any TSA funds which have not been spent or obligated for

, allowable expenses prior to the date of tenninatlon, and are Dot reasonably necessary to cover
termination expenses, shall be returned to the TSA.

ARTICLE XVI- CONSTRUCTION OF THEAGREEmNT

This Agreement is an "other 1ransactioll'· issued under 49 us.c, § 106(1) and 114(m)(1) and is
not a procurement contract, grant or cooperative agreement, Nothing in.fbis Agreement shall be
construed as incorporating by refereace or implication any provision of Federal acquisition law
or regulation, It is not intended to be, nor shall it be construed as creation of a partnership,
corporation, or other business enti:ty between the parties,

Each part,y acknowledges that all parties hereto participated equally in the negotiation and
drafting of this Agreement and any amendments thereto, and that, accordingly, this Agreement
shall not be construed more stringently against one party than against the other.

This Agreement constit\ltes the entire agre~en.t between. the parties with respect to the subject
matter hereof and supersedes all prior agreemenfs, u.ndro:standin~~ negotiations and discussions,
whether oral or writteJ;lf of the parties. ' .

In the event that any Article and/or parts of this Agreement are determined to bevoid, suoh
Article or portions there~f shall lapse, No such lapse will affect the rights, responBmiliti~ and
obligations of fu.e parties under this Agreement, except as provided theroio.. If either party
detennlnes that such. lapse has or may have a material e.ffeot on the performance of the
Agreement, such' party shall promptly notify the other party, and shall negotiate in good faith a.
Irnltually acceptable amendment to the Agreement if appropriate to address the effuot of '!he
lapse. ' .' ,

ARTICLE XVlI~ PROTECTION OF lNFORMATI6N

The parties agree that they shall take appropriate measures to protect. all proprietary) privileged,
confidential, or otherwise SensiJive Se~, InfoJln~tion. (S~, ~~}P~y come into their ' ..~ ..
possession as a result of this Agreement ~ ...~ '~-~"""'.' . -~~"'--.- ,~

I
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A. . RELEASE OF TBCBNICALDATA
No S~ti.ve Security Infonnation (SSr), as defined in49 CPR Parts 15 and 1520, conceming the
scope of this Agreement; shall be published or released to' the public without prior written
approv~ of the TSA .Assistant Secretary or bis or her designe~.

B. RBCORDS AND RELEASE OF JNFORMATION
All Sensitive Security Infor:mation (SSI)~ as defined in 49 CFR Part 1520, shan be handled in
accordance with TSA policies and regulations. All members assigned to worle under: this
agrecme:ot arc subject to the- provisions: of 49 CFR Part 1520, Protection of Sensitive Seottti.ty
!nformatio~ because they act for. or carry out dn:ties fot', or on.behalf of the TSA.. SSI may not
be disclosed ex.cept in accordance with the provisions of th~trole or where- TSA o1berwise

. approves.

C. :MEDIA
The CITY shell ni)t ltlSke publicity or public affairs activities related to the subject matter of-this
Agreel:IIelrt unless written approval has bean received from the TSA Office of Security
Technology or the TSA Office of Strategic Communication and Public A.:f'fairs.

ARTICLE XVIII w SURVIVAL OF PROVlS10NS

The followingprQvision of this Agreement shall sunive the tennination oftb:is Agree.ment
Mole Dl- SOOPO;,paragraph C; Article XJ- Audits; Article XIV - Dfuputes, Article xvn:-
Protection of1nf<>l:mation and Article xvm- Survival of Provisions.

15



Nrune

INWITNESS WBEREOF, the Parties have entered into thi~Agreem.ent by their duly authorized
officers tlris .....---- day of .2009.

U. S. Department nf'Hmneland Security
Transportation Security Administration

The City of Los Angeles

Connie Thornton
TSA Contracting Officer

Gina Marie Lindsey
Executive D.irector

Date
By~ _

Chief Financial Officer 1
Date

APPROVED .AS TO FORM:
ROCKARD 1. DELGADILLO
City Attorney
Br- __

Deputy City Attorney

Date

CopytDt
Office of Security Technology
Federal Security Director
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I Item SUbmlttedTa: FrerlUenC1l or Due DatG Special Notes:

Do:lSlll~ TSA Project Manager Per !he appftWeCl sohadule. TIle City ind/or lis Projeot
Schemalic,30%.7D%. , M3J1ager shall alfaln wriilan
100% iIIld'aBsoolaietl cost appml/ai from TSA bafQT<l moving
es1imaia forWard en ~slQn effort stiClSS.
Master SQhedUI~ and 'fSA PI'OJ~otMana!ler SUbmllt$l within 3Q business days All schEUlu]el1and east esIIrtJalell to
detailed Estimate sf Colrtl: TSA Conltaclirtg OIlIcer ("CO") QfOTA signIng Ie "b9 IJIldaled :mtI be appJ'OVed1tIlli1l have W7illen
to Include Project TSA Contracted Sjle Lead submitmd with mlln!hly report as concU!;enoe iSi\ ProJer;! ManB!1er
Mllestcmes(O~grl, I"rojeot Is unde~,
OQllSln/l:tkln and Baggage
Hantllllltl SVllleml
Breakout of CDst based Ill! TElA Pro}ecl Managlll' CltylProJect Manager to provide AlIllchadUlIiB and llost estlmates to
an establlshed ~chaclulQof TSACO . !!pM lesulng Notice to ~roc8ed I" be approved mum have WTllien
Valu~ fer Design, TSA ConlmOled Sl!e iBad COlltralllor amf whenever change: llOr//M!l!nce nom 'rSA
C~nskucHDn.eagea9g Otdenl are /ssueel
Hilhdlins Conlt'ac!s
Design, Consln.u;lloll and TSAP/XlJecl Manager Upon Awartl Py the City/Project
BHS CDllfmc!ll InobJc:Ilng TSACO MlmBger.
1111)' sllbsaqulllll Change !SA Conlmcted SIlI;l Leal! .
Ordars.
Monthly PlPjec:1 Report: TSA ProlLX:t Manager By Ihe 10'" oteach. Month. Monthly.
(Cummt and for.a~d ft)T TSACO E1et:1ronlc aubmlssfan Isreql.lested
lhe n~ pafl!1Il's tasks.) TSA Contracted Slla tead IffesslPl~ .

• Tasks completed
• Schedule.. Sudget and actUSI

costs spent 10
date

• CostVarianc.e· SchedU~
Variance

• Vallance Illlal.v~g
data InellD2ss of
10%

• 1d8nl/fY Tesks for

(i
next 90 davs

Constroc!ioll
Met:hanl.:al and Elecllical TSA ProJem Manare; Upon completion by Ihe ElHS
Shop Drawlngs'for TSA Conlrac\ed SI e Lilac! Conlr;icfm, concurrent with th/,l
DOr1t:urrenqe Wilh re\ll(!WSd ,stl1tla<1ni aubmltlal to the AlJllDrt
desilln submlt!al • ' ,Prolect Team
CoolractAdd.enda, ChaAkJe TSA ProJaot Meniiljl'al' . . Upon lBVI~w and oon~l'lWlcs by
Order Raqul\St9, Requests TS,t.. Conlraultld Sit!;! /...ead the Allport ProJam Team of a
for Info;ma.ficm or pMSIbla: devlalfon from the TSA
Ciarillmtlion re.vlewlld desllln:
Close OutPrccelll>
Close. out Pro\:SSII requIres Close Out Report sul:lmTllBd to Initiated ;after TSA camplellCin of
tbe correcllOll of 1e:s1inQ I'SP, I'>rolect Man~ar and !SA Ihlegra\ed Site Ao;cap~!:e' taB!!nil

J
denclencla$ (If at'o/) contracted Site lead and de/lll1ern:le$ {If an have baM

correcletf.
/<J} Buill. Drawings and llnal TSA Project Managar Ntllaterfhan 3Ddays siler »day
confi9'unrtlon lneJeclrcntc 0PBJ<l.Umml rurrtn pertOll ancl
format, .dvfg (AutoCAO) or 'i=ommlsslonlnfi of .sysIemCs)
conloamNa formal PDF
Ow!vIa'll at drawings oflha TSA FlOjtl(;t Manager, 30 days aller 3iklay operational .
EnS MalrlXlNode, Checl\:ed rucHe! period and ctlmmlss!ontng at
eaggag~R~QluUoj}Room. :&ystOO1(S)
OSR Room as appllcabll!. .
dwg (AutoOAO) or
comparable PDF COImat
Flnar lnvolce TSAT Project Memlger Uptm QOlnIc1fwI of lesIlng Typl£1any Ilc(lum-me 10 four

TSACO danolenolea, submlslllrm at 'll!rbullr monlhs alfer ISAT.
drawlng~ and dcae?UI of- - Clly/ProJect M?,!l!ls.~r~~,,:'O> -
COtitrar:ts --="~ ....- --
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OTHER TRANSACTION AGREEMENT

APPENDIXB

TSA Checked Baggage Jnspectlon System
Installation and Testing Reference

Scope.: TSA support for the Checked Baggage lospection System (OBIS) soluHon for "!he AIrport's In-lin~
Baggage Screening System wlll encompass cle~lgtI and modlficaUon of exisiing Baggage Handling .
Systems (BMS) to support a matrix: of EnS .rna'chlnes. TSA w/U further support this project with 1he .
Installation, starto-tJpand commissioning. Integration and testlng of EDS machltles and relevant ancillary
eguipmen.t.

TSA responsibilities with regard 10 the ProJect are listed below In sec:flolls 1.1 to 1.7 /lsted beJow. Many
responslbllltles are delegated to TSA contractors such as the EbS Onglnal Equipmem (OEM)
Manufaciurer, TSASlte Lead Cohiracior. and TSA Acceptance lasflng Contractor but ultlmate
responsibility resldes wHh TSA.

1.1 EOSPLAC~MENT
TSA wlll install EDS units, r;:TD $(:re~nlng equipment and ancillary screening equipment at 1be desIgnated
Airport TermlnaJ locations at a muwally agree\:l upon date. TSAr through the_EnS OEM, shall be
respnrlslble for coordinating and integrating activities regat:cllng placement of EDS equipment with
approprlate TSA staff and the Afrport aaggaga H~ndl1ng Syqtem (BHS) warn personnel.

1.2 lNSTA1.LATIOrlSUPPORT
1.2.1 Project Managetn~llt
The EDS OEM snail be re$ponslble for providing 1echnical support fhrouanQut tbe entire period of
performance during fhe-Installation project The 50S OEM shan be rE!lsponslble for all faDor, materIals,
equipment, and support servIces requir~d for plal'1nlng. managing, and supervisIng ali Items related to the
installation of !he EQS unlts and assoolated ancnlary equipment.

M the tdentffied TSA Site lead should be induded In all relevant plarmlngfproject meetings_relevant
to TSA contributions to the Project. Project sch~dUles and uj:)dates should be prOvided to the
TSA Site lead to ensure TSA has timely and sufficient notica of deliverable dates.

Tha 50S OEM shalt provide tachnieaJ col1sultaUons fa ihe TSA Project Manager and AlrpQrt
Project Manager regarding proJect efforts that may Include, but ara not limited to:
teleconfarences~ reviews of draWings end spsclffcafions; and exchanges of teohnlcal
documentation such as speoiflcations, manuals, and guIdes.

II rSA Test Lead shaD support testing of 'the EOS unitS and theIr Integratlon with the BHS and wm
develop 'relavant te~t plans anq reports that will be shared with the Airport Project Manager.

" SUpport fur the development and execution' of the OTA in place between TSA and the CoUnty will
be provided by TSA Office of Acquisition.

II OVElmight and coordination of technIcal aspects ofilia prci}!iict wlrr$'W';~~dedby the TSA __ .;..:0...- -"-

Deployment Team.

1.2.,2 Tecfmlf;:.d Support ..
TSA will prOVIde technl~! support to tile project through exJsting (ltIn1raots with the EOS OEM, TSA Site
Lead, and T$A Test lead. .

'.~ ~. .
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" Local TSA persol'mef $hall support coordInation of issues between TSA Office t1f Security
Technology and the Airport ProJect Manger as directed by the Federal Security Director (FSD).

Title Name: Role Contact Information
TSA Deployment TSA Project Lead, and Peter.McVaigh@dhs.govLead Peter McVeIgh Contracting Teehnlcal

ReoresenfatlVe 5711-227-3842
TSATestLead Amy Becke TSATestlng Folnt of Arny.becke@dhs.gov

Contact 571-227-1261 .
TSA Offloe of rSA Contacting Officer Connle.Thornton@dhs.gov
Acqulsitlon ConnIe Thornton 605.393-6191

Matt Ashurst Matthaw.As,",urst@dhs,gov
511-227-5376

TSA FSD PoInt of Doug Rae Douglas.rae@dhs.goy
Contact Local TSA Coordinator 310-242-9037
TSA Contracted Site TSA Stl:e Lead Lany_Butleta@urscopr.com
Lead Larsy Butler 206·215-6370

AIrport Polnt of MarkYloelja Project Manager, In-Line mvlceija@lawa.org
CO/itact svstem for !.AX 31{)"571·3420

1.2.3. Commfsslonlng Services
TS~ throogh the EDS OEM and other TSA contractors, shalf be responsible for all labor, materials,
equipment, and support services needed to assemble, power Up. configura. and lnstaR the EDS machines
into the required operational condition. The EOS OEM shall provide te:ohnlcaTsupport, documentation,
and lnstanatlon of the EDS units and the associated local Baggage Viewing stations (BVS) after .
confirmatlon -that all pre-InstallatIon requirements have bean met. The EDS OEIvt shall coordInate wilh
the TSA Project ManagerrrSA Sfte Lead, TSA Test Lead, and the Airport's Project Managers contraotors
to perfonn system testing. Th~ EDS OEM shall provide ,these services within two weeks of receipt of a
willien request

,I
1
I
I

1.3 ACCEPiANC5TESTING
Mandatory testing for 11119system Includes Site Acceptanca Testing (SAT) for the EnS units following
InBtallatiorlj pre-Integrated Site Acceptance Tl!lsilng followlng the Integration of the 006 units with the
BHS affirmed through a Test Readiness Report (TRR); and Integrated Site Acoeptance Testing (ISAT)
pliPT 10 TSA acceptance of the system for operational usa. See table below for mlnlmum'lead time. .
requirements fClr testing aclMtles.

Airport Project Team/Slta
Lead

MDOdays

•
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- Ele\lation View(s).. AVliIlIable cats CaDy Reports aha!! be provIded
durlng ISAT1.esting and Ihrol,l!1hout thE'>Run-In
period. These rsporm shOUld meet the
raqwrements descrlbedin PGDS AppendlxD1
Df1hePGPS.

i> Conveyor Motor ManIfest
It may be neoe;sary to sUPlllament the above material
wllh adrfrtlomd dooumantatlOl1, such as:

" Insfaltaiion Phasing Plan NEmatlve and
Phasing Plan DtOIwlngs

• Construction and Tesling Sohedule(s).. Sample CBIS Report Ihat presents the status
of beg arrivals at CBRA. Ideafly, a bteak-out of
all Pf'Sslble statuses pres enfed for bag arriVals
at CBRA will be tJrovided In fills reDort.

~90 days On-site Site Survey Meeting haiti 10 assist In Airport Project Teami
preparaflon of the SSTP and to conduct Inltlal test TSA Deployment/Site
coordination. Th1s visit will allow the Acceptance LeadJAcpeptance
Tesflng Coniraclorta tour the site, review the Testing COl'liractor
completed Site Planning Checklist with the Project
Te!:lm, and IIlltlate"!he SIDA badgs: appncal10Tl process,
If required, TSA Site lead CDordll'lale$ echedt.da wJth
Prpjact Team and TSA's Acceptanoe Teeling
Confracfor.

90 to 60 days SSTP is devaloped by the Ar:ceptance Testing Aooepia.ncB TesUng
contractor atld a draft is submitted to TSA 08T. Contractor

SOto 45 days TSA OST submits feedback for the draft SST? to TSAOST
- Aocel)tanea Tesflntl contractor,

~45days SST? Is revlsed, based on TSA OSTfeedbaolt, and Is TSASlte
delivered to the Project Team Lead/Aooeptance Testing

Cont:rat;torl AIrport
Prolecl:Teem

45ta 30 day!? SST? Is revised, based on Ptojeot Team review, and Aoceptanca Tesl.lng
firm! version is submItted to TSA OST and ProJeot Contractor
Team.
TestCtlordfnation meellng between SUe Lead. Allport ProJ~ctTeam

l!:30days Aooeptanoe Testing Conlraolor, and pfl)]e~ team to TSA DepfoymerNSfte
revlaw 11113 flnal SSTP, oQorr;l!mrte logistlO$ & manpower, . Lead/Acceptance .
and to review the TRR procelOs and specific tests to be Tasilng ConlJactor
performed. 8n"J. l'eggB"!s for de.vtaHo!!frQ!(! ttla SSTe
~!E regulrementsmust ~e ~e!l~eredl[l writing 10lb~
TSA prior 10 this meellnq for reyleW and response.
This Is last chatlC1;I tot Pro1ect Te!lm to disclose any test
staodards that ~nnot be met rn wrltlng and fDrmally
Juillfy exemption from said test criteria. Final revIsions
to the SSTP wlll be made, Including the incorporaflon of
exemptions elpprovad by iSA Deplcyment. If
applicable.

Typically 14 clays to Acceptance Tesflng CQ\1tr.aolor Will sh1p test articles. Alrport PrDjeot
1 day Prol~otTeam receives teat articles and stores as Team7Aocaptanc:a

approp/ia!e.. Tesllng Conlr2lctor
?;11 business days ProJect Team dellvate Internal pre-ISATiestl"esullS to

Airport Project Teaml~meSite and TM rasdlnl)SS oonilrrnatiDh letiario tha TSA.
Deployment Conlrector's Oommfssloning Lead. Upon Lead
successful I'EIvtaw. Ihe SltefTRR lead Is deployed 1Qthe
sIte withIn 7 day.=-, - .t<l!;t{",,;:.:. --. ',.,- ,,-

'<:.7business days Site Lead perfotms·1tJe. TRR. Airport Project Team/Site
Lear.!

I
i

I
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~3 businessdays When notice of successful TRR Is provided no later • Airport Project TeamlSlte·
than COB Wednesday (5:00 p.m. EST), ISAT Leadl Acceptance
deployment will eeour the following MonJ:lay, If Tesllng Conlramor
delivered anytime Thursday1tJrougn Sunday, fest team
deolO1lment wTII occur 01'1 the second Mondav.

2 business days Acceptanoe Testing Contractor trav91 day (normally Aaceptanca Testing
Mondav) Contractor

1 to 0 buslness days Aooaptanoe Testing mobil~tion activities {normally Airport Project
Tuesday}. Actlvllles wllllnt:lude an In.:tlrlef meeling for Team/Acceptance
all $!akeholders. Testlna COl'ltlacior

Te:sf: start Normally Tuesday or Wednesday. Accapfarlce Testing .AIrport Project
oontractor Will accept P!.C code fi'om Site Lead or Team/Acceptance
Airport Project Team at fua time ofiesflng. Aco&ptanoa 'resl1ng ComrncrorJSlta
Tesflng contractor Will coUect BHS corwsyor detail$' ror Lead
specilio sec:l!onli, of the CEllS. PrIor to departIng1he sIte.
an Out brief mer:tBng win b9 held for aU site
stakeholders,

:;1 busIness liay QLR is submItted by Acceptance Testlng conlractor to Acceptance TesUng
after ISAT data TSAOST. OontractorrrSA OST
anarvslsls complete .•
ToSA OST discrello!l FollOWIng TSA OST QLR review and approval fOr rille. Nrport Project

operatlonsl substantia! usa ll'lf;l oparalions (ru~ln)may T~am!Accapfance
bealn. 'The Acceptanoa Testing oonfrac:\:Or wllJ coneci Tesling ConlractorlTSA
dally CBtS reports from the Airport Project.Tef!m at OST
ona-waek Intervals. as previouslv coordinated. .

Typlctally~8 days or Acceptance T estlng contractor remotely monifors Airport ProJect
mora from start of system perfor.manCll during fue substantfal usa five TeamfAcoapmnre
substantial use operations !1ln-lll period and analyzes at least 21 days! TesHng CcmtractrJr

of run-In da.ta received from Alroort Pro1ecl Team.
3 to 5 business days Acceptance Testing conlraolorobselVeli S}'ste:lm Afr!)ort PmJect
following completlpn operalloll on-sJle and !)Onsets any necE!$$ary remalnlns TeamlAccreptance
of 21 days of run-In data 10 anal~ a mlnlmum of 30 d~ya ~ffUIrin ds;U:!.In Testing Oonfraotor/Sffe
dafGl analysis, addition, pte code Is collected from Site Lead er lead

AIrport Project Team. Acceptance Tesllng contractor
will also collect BHS corweyot details for specm~
secllons of ths CBIS. .

310 5 bUsiness days. TSR, ifrequJret4 It SUbmitted byAcceptance Test!hg Acceptance Teslitlg
ibllowlna completion colltl'lctortoTSA OST. ConiractoriTSA OST
of 30 daY$ or run-in, -,

data 9;l'Ialys18,and
on-slta Ilbservatlons
SZO business days ssm is submitted by Acceptance Tesllhg contractor to Acceptance Testing
ffl)m aoncluslon of TSAOST. Contractor/TSA 08T
$0 delYs of run-ln,
data analysis, and
on-site- observallons

I
!

I
I

,,'
:'.
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1.3.1. Site Acceptance Testing (SAT) .
The EDS OEM shall coordinate and conduct SAT testIng 01'1 the EDS machines In th,e presence of a
TSAOST deslgnaiec! government witness (normally ftJe Acceptance Test Contractor.) The eos OEM
shall implement and coordfMte testlng by lssulng a Test Readiness NotfficafIon (TRN) at least 7 days
prlor to the scheduled Acceptance testlng. Passing SAT results ara required- prior fo intagratltlO of EDS to
the 6HS and to certify equIpment readiness for operatIonal use In screenmg baggage, In the evant '!hat
supplied EOS units cannot meet SAT test requirements. TSA will ensure that any defects are eorre.cted or
that the EDS unit Is replaced. .

1.3.2. Site Speclfi~Test Plan Dev!!lopm911t (SSTP) .,..... ..,:.:..~-:"- ~ ........:..::-.-
TSA has arranged ror Its Acceptance TastIng Contraator to develop ;;I Slta Speclflc Test Plan based on
testing criterIa outlined in the TSA CBIS Planning Guid~ines and DesIgn Standards Appendix D~2. The

'.. :."::-' ..:,. ',-.
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SSTP will be based on the AIrport Project Manager responses tl) a' Slte Planning CheckUst to be
completed a100 days In advance of Integrated Site Aoceptance, Testing. The Anal SST? shaD be.
dtl!lliver~d to- the AIrport ProJect Manager 30 days In advance of projected tSAT start-up. ThIs is preceded
by rl,;l.vlews of the draft SST? byTSA OST 60-45 days prior to iesting and by the Allport ProJect Team 4Q..
30 days prlor to testing. The TSA SUa Lead and Accepfance Testing Lead shall partlclpate In a Test
Coordination meeting no lass than 30 busineSs days prlorio the projeoted tSAT start up to ensure 1hat aU
Alrport Project Team ooncerns and questions about "the ISA T las1 plan are resolved and 10 coordinate
1091~cal and technIcal needs. Any requests for devJatlon from the SSTP testing requlremenis must be
dellverea In wrttlng 10 the TSA OST prior 10 this test coordination meeting for rov1awand response. This
is last chance for Airport Project Team to DISclose any test standartis that cannot be met tn wrltlng and
formally Justify exempflon from sald test criteria, '

1..3.3.. Integrated Sit,!! Ace~ptan~ TestIng (lSAT) •
Scheduling and Coordination; ConstructIon s,chadula Inclurfmg the ISAT start date(s) and duraflon(s)
shall be shared with the TSA SIte Lead at 120, eD. 50, 30, and 14 days from the antlc1pated tSAT start
date. This schedule shall be distributed each iime changes are made to the ISAT start date and/or
uuration. Changes made to. the schedule- within two weaKs of the planned ISAT start date may relleva

. the TSA of tiie o\:lUgation to begin testing WIthin three bustness days of the TRR. In fuls snuafiol\ the
ISAT start date could depend on TSA's testing workload and resouree allocation.

Test Results and REilPQrts: .
TestIng results will be shared In hard copyformatw'rth the AIrport Project Manager1hrough the local 'fSA
Point of Content. Test resultswll Identify security, effiolencyand safety concerns, There are four (4)
posslblErtest outcomes: '

.. Meels Cliterla - System meejs TSA peDS Requirements;

.. Meets Waivered Criteria - System meets PGOS requirements and TSA deploymentwalvered
criteria. '

'A Defects Found - TSA may staff the system but further work 15 needed to correet defects;
.. Fan - TSA V\'I'Il not staff the system: Airport should resolve Issues as published and prepare for re,.

tes~ng

In the event of til felted tSAT result, TSA reserves the right to defer any subsequent re-tests for a period Qf
at least $0 days.

1.4 INTEGRATION St:RVlCES .
1.4.1. BHS Support
The EDS OEM shall assl'stthe Airport Projecl,Manager's aHS c;ontmator to establish digital and serial
communication for the e;os units. Once communlr;atlon between devices has been establlshad, the EDS
OEM shaU proVide fue followlng support and integration f1erv1ces.

w Assist the BHS contraotorto obtaIn effielent EOS operation.
iii ProvIde OOw$lt$Integratlon Engineer SUPPQrt Servlces to facilitate the entire hf£lgratlon efI'o1t wlth

1heSHS.
• Be avanable to support system testing and validation conducted by Internal or external

organizatIons inclUdIng Site Spewiflo Test Plan,(SSTP) for ihe Integrated Site Acceptance Test
OSAT) and pr~-ISA'" proJect tastlng and throughoutihe plannIng phases including th~ ls~uano~ Of
'!tie ISAT TRN and ~R. •

I< During initial system operations run .of live checked baggage, provide technical assistance as
requested by TSA andfor the Airport Project Manager.

1.4.2. Software and Hardware: .
Fofiowing SAT and throughout the integration effort. the EDS OEM Eihall install and le$t the requlre~
software and hgrdware to allow for dIgital and serial communlcation between fue 50S and the BHS PLC
If requll'?d. Functionality of the EDS BHS Interface hardware and software shall be ve.rlfted by ihe EDS
oeM at the Interface box prIorto working with the BHS contractor"~~~n~~~rQ'pst operatingPLC .
interface and to avoid delays. "

24
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1.5 SYSTEMNETWORKING
1.5.1 Network Infrastructure
The EDS OEM shall provide reCluired patch cables and miscellaneous hardware to fnterfaca between
newark patoh panel a~d EDS OEM supplied f'lemorklng components.

1.$.2 Network Services
The EDS OEM shalr provTde: training for TSA staff; coorciinatJol1 and support for TSA and testIng
oertlfication; and resources to conduct installation, testing, and Initlal operational support for networking.
No othar network may Interface with the networked aIrport screen fog solution. The 1mplemented
assigned network for operation shall be an isolatEld, stand-alone n6two~k.

1.6. TRAINING
TSA wlll provide training for TSA screenIng staff on ilia operation ofthe EDS and ETO equipment.

1.7. MAINTENANCE
Upon successful completlon of SAT iestlng for each unl~ TSA will maintain and repair the I::DS and ETD
units throughout their Ilfecycl6S.

B. AlRPORi PROJECT MANAGER'S Rt=SPONSIBJLITI5S with regard to the ProJect are listed
below in sections 2.1 to 2.5 "sted below.

I
I

I,

2.0 DESIGN
The Airport Project Manager wnJ undertake design of a baggage screening system in accordance with the-
TSA Planning Guidelines and Design Standards whIch meets 1he needs of 1M AIrport and TSAFSD.
The Project Manager snail submit designs at 30%and 100% intervals to TSA for revle'W. The Airport
Project Manager shall respond to TSA desIgn review comments prompfJy and In writing.

2.1 EDS PLACEMENT
The Airport ProJect Manager shall ensure that the Project site will be ready to accommodate the
installation of the ens and assoclated eqUipment The Alrport Project Manager shan be responsible. for
providing all ngging and rigging oversight actlvltles, and sha.1Iprovide adequate protection to the EDS
machines and to the airport InfrastnJoture during any and all EDS movements. The Airport ProJeot
Manager shall coordinate with the EDS OEM to integrate all actlvltles regarding placemenf of EDS
equIpment. m.e Airport Project Manager shEd!provide reasonable measures to protect the EnS and ETD
equipmeotfrom damage in Ihe screening area. . : .

2.1.1 Siti'\ Readiness and Storage
The Alrport Project Manager shall confirm sIte readIness to receive EDS units to the TSA Site lead no
latar than 10 business days prior to requested delivery date. SHe readiness sha.U address awliablJtty of
permanent power; removal of obstacles to the rigging path; and adequacy of phymcal environmental .
conditions wIthIn the delivery area that meet EDS OEM sta.ndards for prnted.!ng the EnS unHs. The
Airport Project Manager shall provide secure storage for theEDS unlts and anelDary equlpmanf If site
conditions at the tim a of deOvery do not provide adequli\te protection. The Airport Project Manager shall

. provide secure storage space for hardware associated with EDS integration and multiplexIng untn it can
be installed by EOS OEM Integration Support Staff. FaIlure to meet these minimum requirements may
result In reallocation of equlpm~ntto other sites, thus affectlhg the airport's overall Ptojeot sohsdule,

2.1.2 RiS9in9 Servl~ .
The AIrport Project Manager will be responsible for provIding ~tgglng path verlflcatlon, ingress path, and/or
struG!.ural anaIYSI~. If required, fha Project Manager wlll remove and replece any walls, windows, glass,
doors. or other physical barrJlNs In support of Jigging activities.

2.2 INSTALLATION SUPPORT
2.2.1 Power RequIrements ...•.~ ...=:-.l\l;.~''<?- - ,._ .•:;...._~ ,~
The Airport proJem Manager wUl provide iermfnailolfs 10 the EDS for eJectrlcal power. The Alrporf Project
Manager will be responsible for provlding alllllfias1ructure power requirements InclUding s~patate •

. . . .
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melenng. If applicable, the Airport Project Mahager wIll design and install all power requIrements to
tetmlnallocafiollS within the OSR room, ETO room. and at EDS locations. The Airport Project Msnager
will provlde cabling from termInations to EDS equipment The Airport Project Manager shalf att~t to the
aVi1lllabilllYof power supply it> adequately support the EDS and associated equiproent in accordance with
OEM speoificatlons and be liable for damage to this equIpment resuftlng from Intentional devl~tlons to
accepted power supply condil:lons.

2.2.2 Commlssioning Services
The'Alrport Project Manager wlll be responsible for obtaIning all other lnfras!ruclure-s not mentioned In
Section 2.2.1 to support EOS operations and maintenance.

2.3 INTEGRATJON SERVICES
The Airport Project Manager shall. ~sure fhat the t3HS Contractor coordInates with EDS OEM I" support
of Integration activities (e.g. InstallatIOn and testing the required aofiware and hardware to allowror digital
and serial communIcation between the EDS and the BHS PLc) as needed. Tennlnaflons to the EDS for
BHS PLC communication shalf be performed byths BHS contractor.

~.4 NETWORKING
2.4.1. Network Infrastructu rG .
The Airport Project Managa'r will design and install all commonloatlon condult, flber, etc. as required by
the EDS OEM's design omelia for the ED$ and EDS networking system, Including but not DmOOd to
connectlvlty ofthe remota OSR Room, ETD/Resolution area, and Central baggage Control Room as
requlred. 'EXact parameters win be reviewed at Project 6tart:~UP by TSA ,?ST

The Airport Project Manager wlll provide cabling and networK patch panels In TSA control rooms, ETO
search areas, and the TSA network. room as detenninecl oy the network deslS" conducted In conjunC!:!on
wilt! the Airport Project Manager. The EOS OEM shan provide required patch cables and miscellaneous
hardware to interface between network pafcfl panel and EDS OEM-stJpplfed networking components. The
Project Manager Will provide all electrIcal outlets to support Installation and operation of a. fully multiplexed'
explosive detection system.

2.4.2. Network Services
No other network may Interface with the networked airport screenfng $OluHon, 'The Implemented
aSsigned network for operation sh8!1 be an isolated. stand-alone network.

2.5. .p,.cceptance - TESTING SUPPORT _
Tha proj~t:t S'che.dule sMi allow for sUffiolent'tlme to conduct mandatory testIng of the EDS 1.lnltsaffer
installation and lntegratlon. The project schedUle shall also faclor In tnlnlmum lead times for notlfloatlon
aheadlness for testing (J days for SAT; 3 days for TRR; and at least 3 buslness days for ISAT.) The
Airport Project Manager shalf Identify operatlonal windows In nme in WhIch tesilng acUvrtles can be
accomplished. Testing activlUes will be seheduled for normal 8-hour buslness days (Monday-Friday) and
should [lot InclUde holidays unless previously agreed to.

2.5.1 . Site Specific Test Plan (SSiP)
The Airport Project Manager shall en~ure that information needed to develop an aCClIratt.l SST? J9
provldecf to TSA Test Lead at the earnest opportunity. but no later than 100 days prlC1rto the requasted
testing .;late. Required documentatlon includes:

• The Sits PlannIng Checklle;;t
• BHS Specifications
" Controls DescriptIon and/or DescrJpUon of Operation (If both exlstihen provide both)
tI Fau-safe andtor E-Sfop Zone Drawings .
.. BHS Drawings, Plan {with control stations and oonveyor numbering} and Elevatloll VIews
.. AvaRable cafS Ol1lny Reports shall bet provJded during /SAT testln:g and throughout the Run-In

period. These rBporm shouldlneetthe requirements described lrvfhe1!itWS1\ppendix 01. . -~=.:"".--
o Conveyor Motor ManIfest
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It m:;ty be necessary fa supplement the above matenal with additIonal documentation. such as:
• Installation PhasIng Plan Narrative and Phasing Plan Drawings
.. ConstructIon and Testing Schedule
III Sample CBIS Report that presents the $!alus for bag arrivals at CBRA. Ideally, a break-out of an

possible statuses presented for bag arrivals at CBRA wm be provIded In this report.

All drawings shall be cJearlyvlslbla and readable when plotted on Arch 0 SiZe stock. All documants
shafl be submlHeq eleetronlcalfy (e.g. text documents in MS Word or PDF and drawings In AtJroCAO
[.dwg] or PDF.) .

PJly system constraints that wIU prevent compUance wflh TSA testlfl9 and performance criteria must be
disclosed in 'Writing to TSA as far In advance. as possIble to aUow for evaluation of applfcable waIvers..
Any restrldIons on system avallabiliIY and accesslbl~ity for testlng shall be disclosed. Cutover plans ,
Includtng any phasing plans that wUl affeot the Testing Contractor's abilltyto test the fun system from
ticket counters through the Qutboundfsartatlon system shall also be disclosed to allow f'arfue.
development of an accurate SST? Cutover plans that wlU resUlt in multiple teeting !)hasas slial! also be
presented to TSA In writing for revfew and approval In flQVriltlC$ of the projected fest start. date.

The AJrport ProJect Managerwill have the opportunitY to review and com[l1em on SST? in advance of
testIng. Comments anti/or questions should be directed to the TSA Deployment lead and the TSA Site
Lead.

2.5.2. Test Readlnes$ Report (TRR)
Tills pre-lSAT activity is conducted byTSA Site Lead in coordInation with theAIIport Pro]ecl;Team
{typlvaRy the BHS Conffactor.} The purpose of thIs testing acl:Mty Jsto assure TSA of site readiness for
ISAT and is a precursor for TSA authO!'lzai1on forTSA Test Lead to deploy. The AIrport Project Manager
Team will be provided TRR data sheets by the. TSA SUe Lead. BHS/C\3IS configuration and operation
shall be In fInal form Intended for bag screening operations. Unless mutually agreed to.
changesllmpl'Ovements t(l BHS1CBIS between TM and ISAT are not authorized. Tha J\lrpbri Project
Manager Team must address security and effiolency defects found duting TRR and be prepared to
Implement mutually 3(lreed upon corrective aotlons prlorio ISAT.

Required Inputfrom the AJrport Project Team will Inctude:

Funetlonal Testing DocumenfatIOIJ~ TesUng autl1,entlcation musfbe clearly reported and show every
test with bag ID and deolared status on prfntec;l EOS FDRs (FIeld Data Reports) and resulting bag
destInation. Ledger fOnTIS shoukl show test date. type of test, identification of bag destination location.
and 10 number of the bags artivlng at that location. Sample leager forms will be provided in the SSTP ~

.. These reporta: should be organli:ed and Indexed In a loose-Iea,fblnder{s) ,
Ii Each fe~ snal.1conclude with an Indlcatlon of successfully passing fue required criteria of BHS .

speoHlcailon and testing criteria and lr conflict or faIlure exists. then so Indlcafe witll an
explanation. _

~ PresentatIon of completed testIng and TRR required documentation tl)TSA SIte Lead not less
than 7 business days pliori:o antIcIpated Pre--ISAT date Is required.

System Mixed Bag Test and System Thr?ughput Test Observation: Sufflc;l~nt numbers of te$l:bags
(no less than 100 test bags per EDS) wDl be utilized to "s1reli\s" the BHS/CSIS as would occur during peak
op~at1ng ilmes. Test bag set profiie should be similar to the ~cceptance Testing Contractor's test bag
profile. , '

1'1 A rsal·Ume observatlon by TSA SIte Lead of a global BHSJCSIS system MIxed Bag Test and
system Throughput Test tJsing.clear and suspect bags Is required. -

• All EDS equipment must be operational.
~ All baggage enh1' polnts mu§t be utm;>;:e~
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ISAT: Th~ TSA Site Lead performs tM TRR. If successful, a Test Readiness NotJce Is Issuecl to TSA
and ihe TSA Acceptanoe Testing Cootractorfor ISAT deployment. If delIVered hy COB Mondaythrougn
Wednesday (5:00 p.m. ES1), ISAT deployment will occur the foHowlng Monday. If delivered any tIme
Thursday through Sunday. ISAT deploymsnt will occur on the second Monday. If changes are mad!Fto
the system followIng TRR wlIhout prior coordinatIon with TSA,. JSAT testing shaH be postponed pending
SUbmIssIon of dooumentatlon for revIew and evaluation by TSA and Its TestIng Contraotor (see paragraph
2.5.7)

2.5.3. LogJlltlc:al Support Naeds: The Airport Project Manager shaliidentif'y.any logistical or support
needs that willtmpact TRR and ISAr testing, to Include:

• any process 'needed to obtain sufficient baggage. tags. should fue system use lATA baggage
tracking meChanisms, or blank bag tags If the system does not usa lATA baggage tracking
mechanisms;

>t any process needed to obtain sufficfent baggage tubs/totes (typIcally 20 per in:;;t:alled EnS)
'" any process needed to obtalh airport badgesfaocess for Acceptance TesfJng Contraotor

personnel; and/or personnel esCOrts
" ClvailabnJiy of baggage handfm~support for testing atfIVItiesj and ,
" avallabUlty of support for delivery and seoure storage of AoceptQflC6 T esflog Contractor test hags

for ISAr.(100 bags per EDS.)

2.5.4. lSATT~stlng! Acceptance Testing ContractorwlD meet wlth 'lheAlrport Pro,Iecl ManagarTeam at
least SO daY$ prior to testing to coordinate the oonduct of ISA T testing. The TSA Test Lead and the
Project Manager Team wln flnanz~ details relating to the $chedulTng and duratlon of the testing.
{GeneraUy allow 1.5 days per EDS line and 1.5 days per each system Sort Testing and Rate Testing.)

2.5.5. Test Results and Reports
. In fha event of a Pefects Found or Failed resurt during TRR Of ISAT testing, the AIrport Project Manager

Team shall report correctIve aaUons to. be applied and the timellna associated with liiald corrsetlons, If
oonstrueted system falls testing. TSA will work wlth the Project Manager Team to Identify corrective
soluilons. TSA Is not obllgated to accept or operate a baggage screanlng system that does. not meet the
mlrdmum test standards.

2.5.6, Operational Run-In
The RUn~ln period will extend for a minimum of 30 days from theestart of substantial operations with
cutover of substantial input and output lines. This period of time shall be dlsoussed and agreed io by all ,>

partla!J during ~ SSTP development process, and '~ci::mflm'led at the oompletlon Qf lhe tSAT. ThIs
period shan also be dependent on resolution .ofClefioiencies found during testing and Run-in. Once a
week during the Rl,lnwitl period~ the AIrport project authorlf¥ or their authorized represenf,atives shaR
forward eleotronlc versions of all eBIS Daily Reports requlrea by Appendix 01.23 of ihe PG&DS to the
TSA OST designee. These reports will be suppn~d to TSA and theIr deployment and testIng contractors.
Addltionally. a cars report that presents the status for omg arrivals at C8RA should ba provided In
support ofRun~Jn pertod data collection. as was made avanable during lSAT testing. Statuse.$ to be
reported Include at a minImum: Total Bags, suspect. Clear, Unknown, No Decislon/?endlng DecIsion,
lost In Tracking, Oversize, and out~of~GaugeBags. ldeally. a break~out of all possible statuses
presented for baG arrtvals at caM wnl be provided In tills report.

Affar reoelpt, review and analysIs of at least 21 days. of per10nnanca data, TSA and theIr Acceptance
Testing contri'\oi:or wTUdeploy to the site to phyelcaUy V/llrlfy closure of open deficIencies. and'observe
system operatlon against the data reported. Duling ihis tims,',measuremems of bell speeds for seourlty
tracking zona conveyors wnl be performed. These Run-Ill partod measurements wl1lbe recorded and
reported togeiherwlth 5imUarmeasurements made durIng mobilization for ISATtestlng. Based on ilie
data analysIs and physical observafions, a recommendation will be made to TSA via a Test Summai/
Report (TSR) to end the Run·ln period, extend the Run-In period, and/or change the operational status of
the CBIS. ~ '..," .~'""-*~~;.~.
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2.5.7. Post Commissioning Activities:
The TSA Site lead wiD oonduct 3O-day operational run-in observations of the system following suooessful
ISAT testtng..

The Airport Project Manager shall provide a wrItten response outlining correclfve actions that wiU be taken
due to outstanding deflciencles, Issue/St and acUon items ldentified in the rest Report within three (3)
months.

It Is essentIal for the continued secure and efficient operation of the eBIS that changes to the system are
evaluated; reviewed and approved before iIlel' are implemented. Changes made to tha system
subsequent to tSAT mu-st be ooordinated imtl approved In Cldvance with TSA Deployment T earn and
EngIneering Support. Failure to do $0 win lead to TSA de-certifICation of tha baggage screening system.
In some cases the TSA Aoceptance Testing ContJqctor wlll need to evaruate proposed changes to . .
detelTTiine if they oonstltute modifications sufficient to warratlttbe development of a new SSTP and ra-
testIng.

The followIng procedure Is fo be followed for aU changes to CBIS systems .other than lhasa required for
normal routine and periodic mainrenancelrepaim to the system. The airport/airlIne/authority responsible
for the system shall assemble a package of infonnatlon for submittal to TSA Office of SeourRy Technology
which Includes the faUoWing minimum Informatlon. .

~ Written desorlptlon of all physical and programming changes to the system
• Reason for proposed change
• Anticipated Impact to system oparatlons {I.e. increased throughput, lowered iraoklhg lossesl

ellminaflon of bag Jams}
• Drawings showing affected areas
• Any potential security, tracldng OJ efficienoy lmpacts, Including Impact on manpower or

operations
• Proposed. t/ate of changes
• Wnrmgness of the airport or aIrline to pay for "!he changes to the system

This package shaD be delivered to the local TSA FSD Who shall revtew ilia package, addIng any
comments ihat heJshe maY.have and forward the paokage to TSA Offi~ of Security Technology.

The TSA Office crt Security Teohnology will reV\ewthe package. Ones the ravTaw has bl7en C!Jmpleted.
\he Dffioa of SecurIty Technology shaff notify the airport/alrlinalauthorlty and the fooal TSA FSD of '!he
recommendations and mtlna requirements for the system changes.

29
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In the event of termlnation or exphation of this Agreement, any TSA funds that have not been
spent or incurred for allowable expenses prior to the date of'termlnation and are not reasonably
necessary to cover termination expenses will be returned and/or de-obligated from this
Agreement.

TSA's liability to make payments to the CITY is limited to the amount of funds obligated and
available for payment hereunder, including 'Written modiflcatlons to this Agreeroeht.

Under no eircumstances will TSA be responsible to reimburse the CITY for profit or the general
costs of government, The CITY may recover the allowable direct costs of the CITY personnel
performlng' work necessary under this' Agreement, as welJ as, the allowable and allocable costs of
the Project Manager(s) and contractors hired by the CITYlProject Manager(s) to perform the
necessary work under this Agreement. TSA wlll not be responsible for costs incurred by the
CI:IY/Project Manager(s), its contractors or agents to perform work not in compliance witb the
TSA, requirements in this Agreement. 'The TSA Contracting Officer has the right to recoup any
payments made to the CITY ifthe TSA Contracting Officer determines thllt the invoices exceed
the actual costs incurred, or if the work substantially deviates from the TSA approved design
requirements for the Project pursuant to this Agreement.

TSA will reimburse only for allowable. allocable and reesonable costs in accordance with the
OMB Circular No. A-87 in effect on the Effective Date of the Agreement (codified at 2 C.F.R.
Part 225). .

AR.T~CLE X - PAYl\1ltNT

The United States Coast Guard Center performs the payment function on behalf ofthe TSA. For
purposes of submission to the Coast Guard Finance Center. the CITY must submit a completed
Summary Invoice, Central Contractor Registration is mandatory for involce payment; for
information regarding the Central. Contractor Registration, please refer to http:/h'Ww,ccr.gov

Invoices for reimbursable expenses will be submitted approaimately every three (3) months, as
expenses are incurred. Bxpenses are considered to accrue 011 the date that the C:IT¥lProject
Manager pays its contractor. auh-contracror, supplier. or provider of services. '

Reimbursement by TSA is conditioned upon submission to TSA of an jnvoice identifying the
Project costs that have been Incurred and paid. The TSA intends to make payll}.ent to the CITY
within 45 days of receipt of each properly prepared invoice for reimbursement of incurred costs.

In the event that an invoice for reimbursable expenses is not received by the TSA within a twelve
(12) motrth period, the TSA reserves the right to terminate the Agreement per Article x:v
"Termination," In the event the Agreement is terminated. expenses that have accrued subsequent
to t1w termination may be ineligfhle for reim bursement, .

II
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The TSA reimbursement process consists of two steps.

Step 1 - Summary Invoice Submittal to the U.S, Coast Guard Finance Center for Payment,
and at a minimum should contain the following information:

(1) Agreement Number HSTS04-1 O-H-CTl 022
(2) Invoice Number and Invoice; Date
(3) Complete Business Name and Remittance Address
(4) Point of Contact with address, telephone, fax and e-mail address
(5) Tax. Identification Number and DUN's Number
(6) Dollar AmOtItlt of Reimbursement requested

-(7) Signature of the Afrport" s authorized representative and the following
certification language: "Thls is to c(JrtifY that the service« set forth'
herein were peiformed during the period state and that the incurred
costs billed were act~/anyexpended for the Project. "

The Summary Invoice may be submitted by standard email or by electronic
transmission to the followIng addresses):

Mailing Address: TSA Commercial Invoices
USCG FInance Center
P,O. Box4111
Chesa'peake~ VA 23327

Email: FIN~Slv1B~TSA1NVOICES@uS.Qg.mil

Step 2 - Submission of.Summary Invoice and Supporting Documentation
Submittal to TSA for Approval of -?ayment:

The TSA CO and the COTR are.requlred to review and approve all invoices prior to
payment. To aid in this review, th~fCITYlProject Manllger(s) shall provide a copy of the
Summary Invoice along with all receipts, contractor pay requests and other supporting
information which specify the vendor, services provided, and products delivered as well
as the appropriate identifioations that the CITYl.ProjectManager(s) bas: paid these
obligations. The CITY is encouraged to provide thls supporting information
simultaneously with Step 1 In order to expedite the payment process.

The Support Documentation should contain the following Items;
if Summary Invoice fi·om.Step 1
• An executive summary project overvlew :with the first lnvolce
"9 A summary spreadsheet providing a categorized breakdown of the amount .

invoiced.
~ Spreadsheet with cost broken down per individual Terminal cars. detailing tho

. invoices and amounts submitted, including Identification of contractorI
consultant, individual illVoic~numbers, amou:gt~..!In~~9'@,W1Hmdgrand totals. __ -"---- . '---
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II Signed, approved and legible copies of each fudi~duB1 eontractor's/consnltaers
invoice to include schedules of values (Ie, AlA 702/03) or statements of work.
o Copies of contracts oyer ~1. Million and change orders that provide support

for the actual work being invoiced .
o Vendor and subcontractor invoices with specific details about services

provided, as required
o Sub-Consultant Information showing employees name, rates afpay, dates.

and hours worked, as required.
o Rationale for all allocations or unusual calculations or assumptions
o Proof of delivery of the equipment to the project sponsor

• Copies of subcontractor's invoices If listed on a prime contractor's invoice as a
single amount (copies of timesheets and detailed backup not required if
descriptions are clear and specific). .

• Proof of payment by the CITYlProject Manager(s) for each Invoice in the form
of copies of check/warrants, bank wire transfers, or accounting systems
transactions

The Summary Invoice and supporting documentation may be submitted by mail via CD
or paper documents or electronic transmission to the below address, The final closeout
invoice should include proof that all required dellverables have been provided.

Peter McVey
Transportation Security Administration
Office of s,ecurity Technology, TSA-16
1 West Post Office Road
Ronald Reagan Washington National Airport
Washington, DC 20001·6000
Phone; 571-227~3842
E-Mat1: peter.Me' Vey@dhs.gov

Upon completion of the review of the supporting documentation for the Summary Invoice, the
rSA CO and com will advise the Coast Guard Finance Center regarding payment of the
Summary Invoice.

-ARTICLE XI ~AUDITS

The Federal Government, including the Comptroller General of the United States, has 'the riglIt to
examine o~ audit relevant financial records fot a period not 10 exceed three (3) years after
expiration of the terms of this Agreement. The CITYlProject'Manager(s) and its contractors
must maintain an established accounting system that complies with generally accepted
accounting principles, Records related to disputes arising out of this Agreement shall be
maintained and made available until such disputes have been resolved.

As used in this provision, "records" includes books I .documents, accounting procedures and
practices, and other data. regardless of type and regardless of Whether such items are ill wtitten
form~ in the form of computer data.or in any other form. ...,,,. _-.JS~!f'-? - -~=-.-- ...~

13
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The CITYlProject M8nager(s-) shall maintain all records and other evidence sufficient to reflect
costs claimed to have been incurred or anticipated 10 be incurred directly or indlrectly in
performance of this Agreement. The TSA CO or the authorized representative of the. TSA CO
shall have the right t:;J examine and audit those records at any time. 0,1.' from time to time. The
right of examfnation shall include inspection at all reasonable times at the offices of the
CITYlProject Manager(s) or at the offices of the ClITslProJect Manager's contractcr(s)
responsible for the Project. ,.

The CITY will be required to SIlbmit cost or pricing data and supporting infonnation in
connection with any invoi.ce relating to this Agreement if requested by the TSA CO.

This Article Xl shall not be construed to require the CITYlProjeot Manager(s) or its contractors
or subcontractors to create or maintain any record that tbc::y do not maintain in the ordinnry
COUrseof business· pursuant to a provision of law, provided that those entities maintain records
Which conform to generally accepted accounting practices.

The CITY /Project Manager(s) shall insert a clause containing the terms of Article XI - Audits in .
all its contracts and suboontraots under tWs Agreement that exceed $100,000.00 (One Hundred.
Thousand Dollars). '

ARTICLE Xll- REQUIRED FEDERAL PR0C'UR.EM::fNT PROVISIONS

1. The Catalog of Federal Domestic Assistance Number for this Project is 97.100. The CITY
and/or its 'Project Manager(s} will comply with the single Audit reports. as required by the Single
Audit Act Amendments of 1996 and the Office of Management Budget, A~t33 "Audits of States.
Local Governments, and Nonprofit Organizations.

2. The eIIT and/or its Project M<lnager(s) shall comply with the Titte VI of the Ci-vil Rights
Act of 1964 relating to nondiscrhnination, ,AdditioDaIIy~ Federal Acquisition Regulation Clause
52.203-11 "Certification and Disclosure Regarding Payments to Influence Certain. Federal
Trensaotions" is incorporated herein by reference into this Agreement. Contracts awarded by the
CITY and/or its Project Manager(s) as a result of this Project must comply with Federal
provisions established by laws and statutes.

3. Competition in the award of contracts or procurements resulting from this Project is: strongly
encouraged and the CITY and/or its Project Manager(s) should. promote competition to the
maximum extent practicable,

. ,
4. ff the CITY directly enters into a .oonstructlon contract for a Terminal eElS under this
Project, The CITY shall cause compllence in accordance with applicable law where work is
covered by the Davis-Bacon Act, Federal Acquisition Regulation Clauses: 52222.6. Davls-
Bacon Act; S2.222~11> Subcontracts; and S2.222w13. Compliance wlth Davis-Bacoa and Related
Act Regulations. '

14
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5. The CITYlProject Manager(s) agree to include in its contract(s) a provision that the CBIS
Terminal designs are required to comply with the TSA' s PGDS.

6. Disadvantaged Business Enterprises Cost Report

Report funds paid to Disadvantaged. Women Owned or '.Minority Business Enterprise
Contractors or Subcontractors with cumulative totals to date. The report is required to be
submitted semiannually for the period ending March 31 and September 30. The reports are due
tIrirty days after the close of each reporting period and are to address the allocation of !SA
funded dollars for the Project provided to the Disadventaged Bnsiness Enterprise Concerns
during the fiscal year. The report shall be reported via email dlrectly to:.

U.S. Department of'Homeland Security
Transportation Security Administration Office of Acquisitions TSA-25
Office of Small and Disadvantaged Business Utilization
Attn: .Robert Boone
601 S. 12th Street
Arlington, VA 20598~6025
E~mail! Robet"t,Boone@dhs.gov

7. Environmental Planning and Historic Preservation Compliance

TSA is required to consider the potential impacts to the human and nauual envlronment of
projects proposed for TSA fanding, TSA. through its Environmental Planning and Historic
Preservation (EP&HP) Program, engages in a review process to ensure.that TSA-funded
activities comply with various Fedentllaws including: National Environmental Policy Act,
National Historfo Preservation Act, Endangered Species Act, and Executive Orders on
Floodplains (11988), Wetlands (11990) and Environmental Justice (12898). The goal of these
comp Hance requirements is to protect our nation's water. air, coastal, wildlife~ agricultural,
historical, and cultural resources, as well as.to minimise potential adverse effects 10 chlldrenand
low-income and minority populations. '-,

The recipient shall provide any information requested by TSA to ensure compliance with
applicable Federal EP&HP requirements. Any projeotwith the potential to :impactEP&HP
resources cannot be initiated until TSA has completed its review • Recipiel1tmay be required to
provide detailed infonnation about the project, inctuding the following: location (street address
or map coordinates); description of the project including any associated ground disturbance
work, extent ofmodlfleatlon of existlng structures, construction equipment to be used, staging
areas, access roads, eto.: year the existing facility was built; natural, biological, and/or cultural
resources present in the project vicinity;.yisual documentation such as site and facility
photographs, project plans, maps, etc; and posslble project altematlves,

For certain types of projects, TSA may be required to consult with. other Federal and State
agencles such as the U.S. Fish and Wildlife Service, State Historic Preservation Offices.and ilie
U.S. Atmy Corps of Engineers, as well as other agencies and organizations responsible for
protecting natural and cultural resources.For projects with the p_otenti~l.t.Q..~i!~.$jgnilloant

• _... _... --- ••• .,.,.::..;,!"
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adverseeffeofs on the erivlronment and/or historic properties, TSA's EP&HP review and
consultation may result in a substantive agreement between the involved parties outlining how
the recipient will avoid the effects, minimize the effects, or, if necessary, compensate for the
effects.

Because of the potential for significant adverse effeots to EP&.HP resources or public
controversy, some projects may require an addltlonal assessment' Of report, such as an
Environmental Assessment, Biological Asseesment, archaeological survey> cultural resources
report, wetlands delineation, or other document, as well as a public comment period. Recipients
are responsible for the preparation of such documents, as well E1S for the Implementation of any
treatment or mitigation measures identified during the EP&HP review that are necessary to
address potential, adverse impacts. Reclpients may USf; these funds toward the costs of preparing.
such documents andlor implementing treatment or mitigation measures. Failure of the recipient
to meet Federal, State, and local EP&BP requirements, obtain applicable permits, and comply
with any conditions that may be placed on the project as the result ofTSNs EP&HP review may
jeopardize continued Federal funding. .

Recipient shan not undertake any portion of the proposed project having the potentlel to impact
EP&HP resources without the prior approval ofTSA, including but not limited to
communications towers, physical security enhancements, new construotion, and modifications to
buildings, struetures and objects that are '50 years old or greater. Recipient must comply with all
conditions placed on the project as the result of the EP&H1' review. Any change to the approved
project scope of work will require re-evaluation for compliance with these EP&HP requirements.
Ifground distprbiltg activities occur during project implementation, the recipient must ensure
monitol:~ng of ground disturbance, and if any potential archeological resources are discovered; . ,
the recipient wU! immediately cease construction in that area and notI:IYTSA and the appropriate
State Historic Preservation Office.

ARTICLE xm - CRANGES ANDfOR MODIFICATIONS

Changes and modifications to this Agreement shall be in writing and signed by the. TSA CO and
duly executed by the CITY, Any modlflcation shall cite this Agreement and shall state the exact
nature of the change and/or modlfloation, No oral statement by any person shall be interpreted
as modifying or otherwise affucttng the terms of this Agreement. The properly signed
modification shall be attached to this Agreement and thereby become a part oftbis Agreement.

A:Rl'1CtE XIV - DISPUTES

When possible, disputes will be resolved by i¢'onnal discussion between the parties. All
disputes arising under or related to this Agreement shall be resolved under tbis Article. Disputes,
as used in this Agrement, mean a written demand or written assertion by one of the paltles
seeklng, as a matter of right, the adjustment or lnterpretatlon of Agreement tenus, or other relief
arising under this A~~ement. The dispute shall be made ip writing and signed by a duly
authorized representative of the CITY or the TSA. At a minimum, a dispute under this
Agreement shall incltlde a statement of facts, adequate' supporting data, and a request fot relief.
In the event thatfhe parties ar9 unable t.9 resolve any qi~.~~~!t.tl,lrough good faith _,'.....;;._._.' "-
negotiations) the dispute wlH be resolved by the TSA Aaslstant Secretary ?r his or her designee,
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. The parties agree that j:he TSA Assistant Secretary's decision shall be final and not sUbject to
further judicial oradminlstratlve review and shall be enforceable and binding upon the parties.

ARTICLE XV - TERMINATION

In addition to any other termination rights provided by this Agreement, either party may
terminate this Agreement at any time prior to its expiration date, with or wIthout cause, and
wi"thout incurring any liability or obligation to the terminated party (other than payment of
amounts due and performanoe of obligations accrued, in each case on or prior to the termination
date) by giving the other party at least thirty (30) days prior written notice of termination. Upon
receipt of a notice of termination, the receiving party shan take immediate steps to stop the
accrual of any additional TSA obligations that might require payment.

ARTICLE XVI - CONSTRUCTION OF '!:HE AGREEMENT

This Agreement is an "other transaotion" Issued under 49 U.S.C. § 106(1) and I14(tn)(1) and Is
not a procurement contract, grant or cooperative agreement. Nothing in this Agreement shall be
construed as incorporating by reference or implication any provision of'Federa] acqutsltion law
or regulation. It is not Intended to be, nor shall it be construed as creatlon of a partnership,
corporation. or other business entity between the parties. .

Each party acknowledges thai all parties hereto participated equally in the negotiation !!I1d
drafting of this Agreement and any amendments thereto> and that; according:ly~ this Agreement
shan not be construed more stringently against one party than agains; the other.

This Agreement constitutes tile entire agreement between the parties with respect to the subject "
matter hereof and supersedes all prior agreements, understandings, negotiations and discussions,
whether oral or written, of the parties. v

In the event that any Article and/or parts of this Agreement are determined to be void or
otherwise invalid or nnenforceable, suchArticleor portions thereof shall lapse. No such lapse
will affect the rights, responsibilitles, and obligations of the parties under this Agreement, except
as provided therein, If either party determines that such lapse has or may have a material effect
on the performance of the Agreement> such party shall pt'ofilptly notifY the other party, and shall
negotiate in good faith a mutually acceptable amendment to the Agreement if appropriate to
address the effect of the lapse.

ARTICLE XVIl- PROTEC.TION OF INFORMATION

The parties. agree that they shall take appropriate" measures to protect all proprietary, privileged,
confidential, or otherwise Sensltive Security" Information (S81) that may come into their
possession as a result of this Agreement.

A. RELEASE OFTECHNICAL DATA
No Sensitive Security Information (8SI)~ as defined in 49 CPR Parts 15 and 1520, conoerning the

"scope of this Agreement, shaU he pubHsheg or released to."t1}~ p.w?'JA~W'i~otrt prior written' _~.~.:.-"- .."~
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approval of the TSA Assistant Secretary or his or h~r designee.

B. RECORDS ANDRELEASE OF INFORMATION
All Sensitive Security Information (SSI), as defined in 49 CPR Part 1520, shan be handled in
accordance with TSA policies and regulations. AU members assigned to work under this
agreement arc subject to the provisions of 49 CFR Part 1520~ Protection of Sensitive Security
Information, because the:y act for. or carry out duties for, or On behalf of the TSA. sm may not
be dlsclosed except in accordance with the provisions of tbat rule or where TSA otherwise
approves.

.c, MEDIA
The CITY !Project Managers shall not make pubficity or peblic affairs activities related 10 the
subject matter of this Agreement unless written approval has been recelved from the TSA Office
of Security Technology or the TSA Office of Strategic Communication and Public Affairs.

ARTICLEXVm - SURVIVAL OF PROVISIONS

The following provision of this Agtet'lnlent shall survive the termtnatlon of this Agreement
Article V - Project ResponsibiHtieS1 paragraph C; Article XI - Audits; Article XlV - Disputes,
Article XV1I - Protection of Informetlon and Article xvm - Survival of Provisions.
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IN WITNESS WHEREO.& the Parties have entered into this Agreement by their duly
authorized officers this ~ day of lr:q,0ruQ,1',J , ~"2010

l!.S. Department of Homeland Security
Tra~porm~trati()n

Connie Thornton
TSA contraCting/Officer

a/q ?-010
Date

Copy to:
Offi~eof Security Technology
Federal Set:.:urity Director

19

a Marie Lindsey
Ic~tivenirector'LAWA

~2..__ . _ f-;...D~---

By:_Da-=--DJ.=.J.J.;.h~·~(JL__~_
W~i Chi
Daputy Executive Director
Comptroller

APPROVED AS TO FORM:
Carmen rutanich~ Clty Attorney

Br.:~~~Ee~~~ _
Deputy/Atssi$rit City Attorney

$fl.JAiJ t:2'S'1J..8IZ

-.
Date' )
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Memorandum. of Agreement
Between

Transportation Security Administration (TSA) and
The aty of Los AngeleS'

Terminal 1, 2, 4, 6,7 and 8 Checked Baggage 1nspecti.on System
Los Angeles International CITYI .

Appendix B - TSA Acceptance Testing Requirements

Scope: TSA supportfor the Checked Baggage Inspection System (CBIS) solution for the
Alrport's.In-lfneBaggage Screening System will encompass design and modiflcation of existing
Baggage Handling Systems to support a matrix. ofEDS macbines. .TSA will futther support this
project with the installation, start-up and commlssioning, integration and testing ofEDS
machines and relevant ancillary equipment.

A. TSA responsibilities 'with regard to titeProject are Ustedbelow in sections 1.1 to 1.7
listed below. Many responsibilities are delegated to TsA contractors such as the EDS '
Original Equipment (OEM) Manqfactnl'er~ TSA Site Lead Contractor, and TSA
Acceptance Test Contraetor but ultimate responsibility resides 'ivith·TSA.

1.1 EnS PLACEMENT

Thedesign, engineering I1n~/ol'construction-related services to provide for the TSA Checked
Baggage Inspection System (CBlS) solution at Terminals, 1, 2, 4, 6, 7, and g,

1.2 lNSTALLATION SUPPORT '
1.2.1 Project Management
The EDS OEM shall be responsible for providing technical support throughout the entire period
ofperformence during 'the installation project. The OEM shall be responsible for all labor.
materials, equipment, and support services required for planning, managing, and supervising all
items related to 'the Installation of the BDS untts and assoclated ancillary equipment.

1.2.2 Technical-Support
TSA will provide technical support to the project through existing TSA contracts wjth the EDS
OEM. TSA Site Lead. and !SA Test Load.

II The Identified TSA Site Lead should be included in all relevant plaoning/project
meetings relevant to TSA contributions to the Projec~. Project schedules and updates
should be provided to the 'FSA Site Lead. to ensure TSA has timely and sufficient notice
of deliverable dates.

.. The BDS OEM shall provide technical consultatlons to the TSA Project Manager and
CITYlProject Ma.uager(s) regarding project efforts that may include, but are not limited
to: teleconferences; reviews of drawings and specifications; and exchanges oftechnical
documentation such as specifications, manuals, and guides.

....- ~ .....
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II TSA Test Lead shall support testing of the EDS units and their integration with the BHS
and will develop relevant test plans and reports that wilt be shared 'With the CITY !Project
Manager.

iii Support for the development and execution of the MOAILOl ill place between TSA and
the CITY will be provided by TSA Offlce of Acquisition.

j:j Oversight and coordination of'teohnical aspects of the projectwill be provided by the
TSA Deployment Team. .

• Local TSA personnel shall support coordlnation of issues between TSA HQ and the
CITYlProject Manager(s) as directed ?y the Federal Security Director (FSD).

Title Name Contact Information
TSA Deployment Peter McYey , Peter.McVey@dhs.gov
Lead 571w227-3842
:rSA Test Lead Amy Becke Amy.B6cke@dhs.goy

571-227-1261
TSA Office of Connie Connie.thOl'11iOn@dhs.gtw
Aoquisition Thornton 605~393-8191 .
TSA FSD Point of R9n01guh1 Ron.Olguin
Contact 310-242-2325
TSA Contracted Larry Butler Larry _ butler@ursoorp.cOl'1l
Site Lead ' 206438-2(}48
TSA Contracted Email
EDSLead Name Teleohone
CITY Point of J!v.tarkVloelja mviceUa@lawa.org
Contact (310) 571A3420

1.2.3 Co:mxntsslonmg Services
TSA, through the EDS OEM and its other TSA contractors, shall be responsible for all labor,
materials. equipment, and support services needed to assemble, power up, configure, and install
the EDS machines into the required operational condition. The EDS OEM slutll provide technical
suppol'l1 documentation, and installation of the EDS units and the associated local Baggage
Viewing'Statlons (BVS) after oonfirmation that all pre-lnstallatlon requirements have been met.
The EDS OEM shall coordinate with the TSA Project ManagerlTSA Site Lead, TSA Test Lead,
and the CITY'slProject Manager's contractors to perform system testing.

],3 Acceptance Testing ..
Mandatory testing for this system includes Site Acceptance Testing-(SAt) for the EDS units
fOllowing installation; pre- Integrated Site Acceptance Testing following the Integration offhe
EDS units with the BRS affirmed through a. Test Readiness Report (TRR); and Integrated Site,
Acceptance Testing (lSA1) prior to TSA acceptance of the system for operational lise for each
Terminal CHIS. See table below for minimum lead time requirements for testing activities,

•• •... w .~~-:"-
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Site Planning CheckUst delivered to the
CITYlProjcct Manager Sponsor to complete
to support lSAT SIte Specific Test Plan
SSTP develo 6Ut.

Completed Site Planning Checklist and other
required site documentatlon received DYTSA
Acceptance Testing contractor from Site
Lead. to include

• BRS Specifications
• Controls Description andlor

Description of Operation (if both exist
then provide both)

• Fail·safe and/or E..stop Zone
Drawings

• BHS Drawings. Plan View(s) (with
control stations and conveyor
numbering) and Elevation V!ew(s)

• Available GBIS Daily Reports shall be
provided during ISAT testing and
throughout the Run-In period. These
reports should meet the requirements
described in PGDS Appendix D1 of
thePGDS,

• Conveyor Motot Manifest
Itmay be necessary to'supplement the above
material with additional documentation, such
as:

B Installation Phasing Plan Narrative
and PhllSing Plan Drawings .' .

• Construction and Testing Schedule(s)
e Sample eBIS Report that presents the

status of bag arrivals at CERA.
Ideally. a break-out of all possible
statuses presented for bag arrivals at
CBRA will be rovidedin thls re rt,

CITY Projeot Team •
TSA Site Lead

. ~lOO days

~Odays On-site Site Survey Meeting held to assist in CITY /Project Team,
preparation of the SSTP and to conduct initial TSA Deployment .
test eoordlnatlon, This visit will allow the Lead, TSA Site
TSAAcceptanceTesting Contractor to tour L~.a~~ _.
the site review the com leted Site Plannln ~ ...., A:cd1ffi'tnnce Testin
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Checklist with the Project Team, and initiate Contractor-
the SIDA badge application process, if
required. TSA Site Lead coordinates

.schedule witll Project Team and TSA's
Acceptance Testing Contractor.

90 to \SO days SSTP is developed by the Acceptance Testing TSA Acceptance
Contractor and a draft is submitted to TSA Testing Contractor
OST.

60 to 45 days TSA submits feedback for the draft SSTP to TSA Deployment·
Acceptance Testing contractor. Lead

:::45 days SS1P is revised, based on TSA OST TSA Site Lead, TSA
feedback, and is delivered to the Project Team Acceptance Testing

Contractor,
CIn" !Protect Team

45 to 30 da.ys SSTP is revised, based DO Project Team TSA Acceptance
review, and final version is submitted to TSA Testing Contractor

..- -OST and Prolect Team .
Test coordination meeting between TSA Site CITYlProject Team.

;::30 days. Lead, TSA Acceptance Testing Contractor, TSA Deployment,
and CITY !Project team to review the final Lead, TSA Site
SST1', coordinate logistics & manpower. and Lead. TSA
to review the TRR process and specific tests. Acceptance Testing
to be performed. Any reguests for deviation Contractor
from the SSTP testing reg;girements must be
delivered in writing tQ the TSe,. I2riOl'to this
meeting for renew and resgoDse. This is last
chance for Project Team. to disclose any test
standards that cannot be met in writing and
formally justifY exemption from said test
criteria. Final revisions to the SSlP will be
made, including the incorporation of
exemptions approved by TSA Deployment, if ,
applicable.

Typically 14 TSA Acceptance Testing contractor will ship CITY !Project Team,
days to 1 day test articles. CITY !Project Team receives test TSA Acceptance

articles and stores as appropriate. Testing Contractor
2::11 business CITYlProject Team delivers internal pre-
days ISAT test results to Site and TRR readiness ClTY/Project Team,

confirmation letter to the TSA Deployment TSA Site Lead
Contractor's Commissioning Lead. Upon
successful review, the TSA SiteIIRR Lead is
deployed to the site within 7 days.

"2.7business days TSA Site Lead performs the TRR. CITY /Projeot Team,.
" - '_ ..- 1'.fJ.A1Iftlrt.ead
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~3 business days When notice of successful TRR Is provided CITytProject Team,
no later than COB Wednesday (5:00 p.m, 1'SA Site Lead, TSA
EST). !SAT deployment will occur the Acceptance Testing
following Monday. Ifdelivered any time Contractor
Thursday through Sunday. TSA testteam
deploymeetwill occur on the second Monday.

2 business days Acceptance Testing Contractor travel day TSA Acceptance
(non:nallv Monday) Testing Contractor

1 tg 0 business TSA Acceptance Testing Contractor CITYl.Project Team.
days mobilization activities (normally Tuesday), TSA Acceptance

Activities will include an In-brief meeting for Testing Contractor
all stakeholders.

Test start Normally Tuesday or Wednesday. TSA CITYlProject Team,
Acceptance Testing ContractorwiIl accept TSA Acceptance
pte code from TSA Site Lead or Testing Contractor.
CITYlProjectTeam at the timeof testing, The TSA Site Lead .
TSA Acceptance Testing Contractor wi II
collect BUS conveyor details for spe~ific
sections of the CBIS. Prior to departing the
site, an Out-brlef'meeting will be held for all
site stakeholders.

51 business day QLR is submitted by the TSA Acceptance TSA Acceptance
after lSAT data Testing Contractor to TSA. Testing Contractor,
analysis is TSA Deployment
complete Lead
TSAOST Following TSA QLR review and approval for CITY /Project Team,
discretion live operations, substantial use live operations TSA Acceptance

(run-in) ma.y begin. The TSA Acceptance Testing Contractor,
Testing contractor will collect daily cms TSA Deployment
reports from the CItYlProject Team at one- Lead
week intervals as previously coordinated.

Typically 2::28 'The TSA Acceptance Testing contractor CITYlProject Team,
days or more remotely monitors system performance during TSA Acceptance
from start of the substantial use live operations run-in Test[ng Contractor
substantial use period and analyzes at least 21 days ofrun-in

data received from CITYlProiect Team.
3 to 5 business The TSA Acceptance Testing contractor CITY !Project Team,
days following observes system. operation on-site and collects TSA Acceptance
completion of21 any necessary remaining data to analyze a Testing Contractor,
days of tun-in minimum of30 days of run-in data, In: TSA Site Lead
data analysis addition, p~C code is collected from TSA

Site Lead or CITYl.Project Team. The TSA
Acceptance Testing contractor will also
collect BHS conveyor details for specific
sections ofthe_CBrS.

' .. .- Am":"'f\ .....,;-
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MEMORANDUM OF AGREEMENT

BETWEEN

DEPARTMENT OF HOMELAND SECURITY
TRANSPORTATION SECURITY ADMINlSTRATION

AND

'IRE CITY OF LOS ANGELES

RE:LATINGTO

LOS ANGELES INTERNATIONAL AIRPORT
TERMINALS 192, 4t s, 7 and 8 CHECKED BAGGAGE. SCREENING PROJli:CT

NegotIated by the TSA pursuant to
Aviation and Transportation Se~urIty Act, Pub. L.I01~711 115 Stat. 597

49 U.S.C. §114(ro)(1) and 106(1)(6)
Sectioll44923 of Title 49, U.S.c.

HSTS04-1 O-B-CTI 022

SCHEDULE 1 - C
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ARTICLE I - PARTIES

Th:e parties to thls Memorandum of Agt~ement (Agreement) are the Transportation Security
Admhrlstration ,('fSA), U.S. DepNtment of Homeland Security (OHS). and the City of Los
Angeles acting by and futough its Board of Airport Commissioners (hereinafter crry) relating
to the LOB Angeles International Airport (L.A.X or Airport). The TSA and the CITY agree to
cooperate in good faith and to perform their respective obligations in executing the purpose of
this Agreement.

ARTICLE II - LEGAL AUmORITY

'In support of the Fiscal Year 2009 Ele,ctron!c Baggage Screening Program Budget, this
Agreement 1S entered into under the authority of the Aviation and Transportation Security Act,
Pub. L. t07-71, 115 Stat 597. specifically 49 U.S.C. § 114(m)(1) and 106(1)(6). which
authorizes other transaction agreements. Section 44923 of Title 49 u.S.C. as amended; DivisIon
E, Department of Homeland Security Appropriations Act 2008. 2008: Public Law 110-161. the
Consolidated Appropriations Act, 2009. The CITY enters Into thIs Agreement under the
authority of Los Angeles CIty Charter sections 101 and 630 et seq.

ARTICLE m- SCOPE

The purpose of this Agreement Is to set forth the terms and conditions, as well as, establish the
respective cost-sharing obligations and other responsibilities oftha TSA and the CITY with
respect to design, eng1neering and construction related serv lees to provide fur the Terminals 1, 2,
4, 6, 7 and 8 in-line Checked Baggage Inspection System (CBIS) solutions in accordance with
the latest pUblished TSA Planning Guidelines and Design Standards (PODS).

This: Project involves modIfications to be made to Airport Terminal infrastructure and the
baggage conveyor system in order to install an in-line CBIS solutions at LAX Terminals 1, 2,4,
6, 7 and 8~(hereinafter referred to as the Project): The CBIS design and the construction need to
address changes required to baggage conveyor components> mechanical, plumbing. electrical,
structural, telecommunioations infrastructure to allow for the installation of Explosive Detection
System (EDS) machlnes within the baggage screening matrix, build out of Checked Baggage
Resolution Area (CBRA). remote multiplexed On Screen Resolution (OSR) Room, CBIS
control room, as necessary, as well as the Installation of bard ware and software for use with an
in-line baggage screening application fur each Terminal facility. .

The Project will occur substantially in terminal premises owned by the CITY and leased to or
used by various airlines pursuant to LAX Leases or Tariffs. The CITY expects that any
additional areas that may be necessary to implement the Project will either be leased to airline
tenants C<A,lrline Tenants") or be made part of the Exclusi'{e Use Space used by airlines usIng
terminal space pursuant to the LAX Tariff ("TariffUserstt)., Airline Tenants or TariffUsets will
be required by the CiTY to perform the prciiect or cause the Projeot to be performed. Eaoh
Airline Tenant and Tariff US(ll' (hereinafter sometimes referred to as Project Manager) will
manage the Project with oversight administered by the CITY. The CITY' 8participation is
necessary to make this Project a success, -

.. ~... .",1 Jk.ei:'~?' -
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ARTICLE IV - COST SRAlUNG AND OTHER RESPONSIBILIl'IES
~.

1. Capital Costs: The estimated cost of the Project relates to the activities to be completed by .
tIle CITY and/or Its respective Project Managers (CITYlProject Manager) to modify the airport
building, infrastructure and the baggage handling system (EHS) to support the Installation and
operation of the EPS and Explosive Trace Detection (EID) equipment. Itdoes not include the
costs of acquisition, delivery or installation ofilie EDS and ETD equipment itself. TSA will be .
solely responsible for the' acquisition, delivery, insmJIation and testing of the EDS and ~BTD
equipment at the designated location(s). An work. performed by the CITY and .its respective:
Project Managers pursuant to this Agreement shall be accomplished inaocordaace with the
design(s) endorsed by TSA in accordance with th() TSA PGDS1 the City of Los Angeles.
Department ofBuilding and Safety ahd with the CITY's Airport Building Standards and Criteria.

2. The estimated cost oilbe Project for the airpOrt building modiflcatlons is. $166,667,000. TSA
agrees to reimburse the CITY fbr ninety percent (90%) of the allowable. allocable and
reasonable costs of the Project including design and construction management in addition to
construction costs but not to exceed a total reimbursement of $150,OOOjOOO.TSA reimburses
ninety cents :for every dollar submitted by the CITY for reimbursement of allowable. allocable
and reasonable costs up to the TSA funded amount of $150,000.000.

3. TSA will determine allowable and allocable costs in accordance with the OMB Circular A~g7
"Cost Principles for State, Local and Indian Tribal Governments" codified at 2 C.P.R. Part 225
(together with Appendices A - D) in effect upon the signing of this Agreement by both parties,
unless otherwise agreed pythe TSA in a modification in accordance with Article xm - Changes
and/or Modifications. ~ and to the extent funds are approprlated and obligated, TSA will
reimburse the CITY on an actual expense basis supported by Invoices submitted by the CITY in

.accordance with Article X - Pa.ym~rit The parti~ understand and agree that all costs in excess
of $150J 000,000. as well as any costs that are inconsistent with 01Y.iBA-87 shall he borne solely .
by the CITY and/or its Project Managers· unless otherwise agreed by the TSA in a modification
In accordance with Article xm - Changes and/or Modifications. Should the fSA contributions
of $150)000,000 represent more than ninety percent of the total final allowable and allocable,
and reasonable costs the CJTY will refund the TSA fur the difference to achieve a ninety percent'
level.

i',.

4. The CHIS Project costs which TSA wHl reimburse is limited specificaUy to those costs
~associated with the eBlS (defined as that area from the existing baggage insertion point into the
EDS screening matrix to the points where screened baggage is re-inserted into the existing
baggage rnake"Uparea), the On Screen Resolutio.tl.(OSR) room, the Checked Baggage Resolution

. Area(s) (CBRA), and the EDS network equipment room as required for each Terminal.

A. CBIS Project costs considered reimbursable under this Agreeme~t include:
• Design Costs: The ceiling for reimbursement of deslgn costs is limited to 8% of

the initial Project cos~ .~?if.iJ! ....= " ,...~.-,.. ,~ ..

r
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.. Program Management: The ceiling fur reimbursement of these costs is limited to
4% of the Initial Project cost.

• 'I:~rm.!nalcars Construction Costs including but are not limited to:
H 'Demolition (Terminal infrastructure andfor related baggage handling

system)
- ERS infrastructure upgrades, platforms, catwalks located within the EDS

screening matrix area.
- BHS; The.BHS portion located within the EDS screening matrix area,

inoluding tedesigri~ and upgrading of conveyors to support 111eintegration
of the screening matrix. .

- Conveyor redesign and upgrade within the ~S screening areas,
~ Build out of the OSR Room, CBRA(s) and EDS netwot'k equipment rooms

and necessary space for the eElS.
- Acous!:ical treatment and basic furnishings in the OSR and CBRA rooms,

Heating. Ventilation. Air Conditioning (HVAC) to maintain equipment and
employee environmental requirements for CRIS, OSR, CBRA and EnS
network equipment rooms, including pre-action fire sprinkler systems for
areas housing critical TSA CBlS equipm.ent.

- Electrical and communications infrastructure (cabling~ control panels) and
basic lighting fixtures for the CBIS, GBRA and OSR.

~ Utili1y and iufrastructure relocation and/or replacement necessary to build
out and construct the CBIS, CBRA and OSR rooms
Telephone/pager/intercom systems for TSA CB:RA, BDS screening area,
EDS network equipment room and aSR only
Basic architectural finishes .

.. For projects currently in design or construction, TSA will consider design and
construction modifications as agreed between the TSA and CITY required to make
the C~IS compliant wIth the TSA PGDS on a case-by-case basis.

B- Costs not considered reimbursable include {listing Isnor all inclusive):
" Terminal Building Shell notrequired for the installation aftho ems improvement
" BHS modifications or upgrades.upstream of or downstream of the EDS screening

matrix areas not required fot the installation of the ems improvement.
,0 Baggage make-up carrousels or outbound sortatlon systems not required asthe

result ofthe installation of the GBTS improvement _
• Maintenance, repair parts or spare parts (other than spare parts which are initially

provided by the Original Bqufpment Manufacturer during the installatio~ of new
equipment) for airport terminal improvements including the baggage handling
conveyor components installed under this Project

iii Manual encoding ocnsoles-or stations not required as a result of the instaIlation of
the eBIS improvement .

• Employee break: rooms, administrative office space and restrooms not intended for
the sole use ofTSA staff.

It Aesthetic architectural enhancements
III Extended w~rra.ntiesbeyond one (1) year.

4
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. 5. Change Orders shaU not be considered authorization to exceed the TSA funding provided
for the Project" unless otherwise agreed by the TSA in a modification in accordance with Article
XIII - Changes andlor Modifications. The CITY and/or Project Manager shall submit
construction Change Orders for review and COncurrence to the TSA.

6. The CITY shall notify the TSA Contracting Officer, and the TSA Contracting Officer'S
Representative, in writing whenever it has reason to believe that tbe oosts the ClTYlProject
Manager expects to incur under this contract ill the next 120 days when added to all costs
previously incurred, will exceed ninety (90%) percent of the TSA funding. As part of the
notification. fua CITY shall provide the TSA Contracting Officer, and the TSA Contracting
Officer's Representative. a revised estimate of the total cost ofpenorming this Agreement.

ARTICLE V! PROJECT .RESPONSXBILITlES

The primary Project responsibilities of the TSA and the CITY are outlined below. The Project
will be overseen by the CITY. The CITY intends to enter into its own written agreements with
various Airline Tenants and TarlffUsers pursuant to which ;he management and performance of
the portion of the Project located withln such Airline Tenanfs leasehold or TarlffUser's
Occupied Terminal Area will be delegated to such Airline Tenant Of 'Iarlff'User, respectively, as
Project Manager, in its role as lessee or Terlff'User ofthe terminal peemlses, The City~s
agreement 'hill requfre that the Project Manager (i) procure the services of a design consultant
'and/or construction contractors to undertake the Project, (ii) assume costs incurred over the
funding covered by the TSA under this Agreement, and (iii) agree to aIJProject Manager
responsibilities and related obligations described herein, To facilitate the integration oftha EDS
screening equipment into the BES as well as monitor overall performance ofthe PJ:oj eet,
Primary Responsibilities for TSA and the CITY/Project Manager are outlined below. In addition
to primary Project Responsibilities, specific technical respnnsibllities for the two parties are
contained inAppendix B. attached hereto and Incorporated by reference into this Agreement.

A. TSA Responsibilities

1. Review and endorse the eBIS Termlnal designs, plans, and specifications at the 30%,
70% and. 100% design phases for the installation of the emS-based upon the
recommendatlons and guidelines in the TSA PODS.

2. Provide the TSA's PODS, as wen as the EDS equipment specification(s) as required,
3. Advfse and confirm the type of EDS equipment to be provided 1¢ each submission

stage ofth.e design.
4. Approve 'the placement and installation of the EDS and EID units In the baggage

screening matrix and CBRA IIIaccordance with each Terminal design and deployment
plan. .

5. Furnish, deliver, rig. install and test the·EDS and ETD equipment.
6. Provide EDS Origina] Equipment Manufacturer Technical Support Advisory Services

to the CITY/Project Manager for each Terminal CHIS regarding integration of the
EDS units into the BHS. .

7. Provide the EDS System Specific Test Plan (SSJ'P) for each Terminal eBIS to the
CITYlProj ect Manager f~nowIng f.t~EDS machine Cl?~s:1~~ ~o!dination and

s



-" ..,. - -- -'-' - --'- -~-.-'>..,.---- ~ n·.n· l, .._· '" •• _ __ ._ •• _ ••• ',\' , •••• _ ~.. ~~.... •• .. , __ .'. _., ......-_·_ fl~~..::",;;..". _.~ ~ t., ._." ~..

HSTS04-1 Q-B-crlO22.

test planning meeting. See Appendix B.
8. Establish and conduct the Integrated S:ite Acceptance Testing (ISAT) for ens

machine screening capabilities for each Terminal eBIS.
9. Observe and approve ISAT results before the EDS equipment is certified as ready for

operational use for each Terminal eBIS.
10. Provlde training for Transportation Se(}urity Officer personnel on' the EDS equipment.
11. Review and consider requested changes to the design and associated costs as identified

in Article xm.
12. Provide maintenance, repair, and refarbishmenr to all rSA BDS and BID equipment

throughout-its life cycle at no cost to the CITY.

B. CITYJProjeet Manage.r(s) Respl)nsibUlties

1. Except for the responsibllities of'the TSA, as outlined above, the design, construction
and installation of each Terminal eBIS for the Project win be ntanaged and overseen
by the CITY andlor its designated Project Manager. The CITYlProject Manager,
acting through such contractors as it may engage, will provide the engineering and
design services, as well as the associated construction and baggage handling system
contractors, necessary for successful completion of each Terminal eBIS for the
Project. The CITYlProgram Managers will provide oversight of such contractor(s) to
ensure the Projeot conforms to the TSA endorsed design and is completed within the
prescribed costs and schedule identified.

, 2. Ensure eBIS sire preparation for each Terminal eBIS includes, but is hot limited to,
BHS modlfications, environmental controls, and any other airport terminal

, inftnstructrIre- work required supporting the EDS and ETD operational environment.
CBIS designs and construotion should be OSHA. compliant, as well as, adhere to the
applicable EDS and E1D Installation guide specifications, 'ems design and
construction for each Terminal should complywith all applkable Fedel1l1. State. and
local regulations. Design provisions will allow TSA and its contractors fulllngress to
and egress from the eBrs area for the lnstalletlon, operation. testlng, malntenence, and
repair of the EDS and EID equ.f.Pment.

3. Obtain all necessary licenses! insurance, permits and approvals.
4. Ensure the Project site will be ready to accommodate the installation of the EDS units

when deliveeed, Project site preparation includes, but is not limited to, EHS
modifications, mechanical, heating, electrical site preparation, including infrastructure
to protect electrical or fiber optic cables, environmental controls, and any oilier airport
terminal inftastructure work requited to support the operational environment of the
EnS and ETD units.

5. Facilitate the installation of the EDS units by providing a clear path during rigging and
EDS installation and provide sufficient Space to allow for Initia.i deployment activities
(such as ultcrating the:device).

6, Provide three (3) feet of maintenance, access space around the equipment pursuant to
tn" BDS Manufscturers guidelines and the approved eElS designs so that spare parts
may be removed and replaced. '

1. Onceinstalled, provide reasonable measures to protect the BPS and BTD equipment
from harm, theftJ and w~ter intrusl~ in the soreenin~.~ea._-"-~4~" _ ~~-- ......

t
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Except for the EDS and Em security screening equipment owned by the TSA and separately
provided for USe at the Airport, the CITYlProject Manager shall own and have title 10 all airport
terminal building improvements made in accordance with this Agreement such as heating,
ventilation. air conditioning, electrical infrastructure, baggage handling conveyor systems and
controls, or other assets which are aoquired, and installed nuder this Agreement in support ofihls
Project. It wjJj remain the responslbllltyofthe CI1YlProjectManager, its contractors or lessees
acting through such agents as it may use, to maintain. repair and or replace such airport property
to sustain the operational environment of the EDS and Em security screening equipment. Title
to all airport terminal building Improvements that were purchased or reimbursed using Federal '
funds for this Projeot shall become the property of the CITY/Project, Manager, whether
purchased with TSA or CITYlProject Manager funds.

The TsNs obllgatlons to operate and maintain the EDS rind ETD equipment arise pursuant to
Federal law and shall survive termination of this Agreement, but be oontingent upon the
continued legislative mandate. The responsibllities of the TSA and the CITY relating to the
ultimate disposition of the EDS equipment shall also survive termination ofthls Agreement.

I"' .....-';.... --.. ......:........._••• ,._ ...~~,••••
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8. Prior to TSA Site Acceptance Testing, it shall be CITY'sIProject M~nager's
responsibility to protect and insure the EDS equipment from damage due to ongoing
construction, weather, Dr otherunforeseen circumstances. '

9. Perform and bear all cost of the operation, maintenance and repairs for the airport
terminal installed property such as the baggage handling conveyor system, including
the conveyors in the baggage screening matrix, heating, air condirtonlug, and electrical
infrastructure itt support ofthis Project. I

10, Submit monthly milestone and project progress status reports by the 1Q!h of each
month to the TSA Project Manager. 'I'SA Contracted Site Lead, and TSA Contracting
Officer. Specific requirements for the content of the monthly project status report are
identified in Appendix D.

C. Operatlon and Mainterumce Costs

It is understood and agreed that 'the EnS and ETD security screening equipment are and wHl at
all times remain the property of the TSA. TSA will maintain, repair, and refurblsh the EDS and
BID units at no cost to the CITY !Project Manager. In the event that BDS and BTD security
screening equipment reaches the end of its life cycle) or is no longer being used for any other
reason, 'the TSA wiII provide for the removal and disposition of the equipment at no cost to the
CITYlPl'oject Manager subject to the availability of funding. No legal liabllity on the part of the
TSA for any payment may arise for performance under this Agreement unless and until. funds are
appropriated for this disposal activlty, In the event funds are not available for the removal or
disposal of the EDS security equipment at the end of its life cycle, the TSA wlll leave the
equipment in place as non functioning units to allow the BRS to continue to operate.

D. Dellverables
Appendix A identifies Deliverables relating to the acceptance testing. Appendix D identifies
other required deliverables to be submitted by the CITY/Projeot Manager for each Terminal
CBIS.

7
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ARTICLE VI ~EFFECTIVE DATE AND TERM

the effective date-of tills Agreement Is the date on which it is signed by the TSA ~rthe CITY,
whichever is later, Project oompletioa is currently estimated to be on or about December 31,
2013 unless earlier terminated by the parties pursuant to Article XV as provided herein or
extended by mutual agreement pursuant to Article xnr. The period of performance for this
effort is estabHsh~ as sixty (60} months in order to allow the CITY time to submit a; final
invoice, close out the Project, and address any other issues. 'The CITYlProjoot Manager agrees
to work with TSA ·to close this MOAILO! within twelve .(12). months of completion of
construction and successful, ISAT acceptance testing of the EDS system for the last completed
eBIS Terminal,

The crrVJProject Managers will establish and provide Project Milestones for each Terminal .
eBIS to the TSA that allow objective measurement of progress toward completion of the Project
Project Milestones for the major phases for each Terminal ems activities (design, planning,
procurement, projectexecution) will be provided to the TSA wlthin 90 qays after execution of
this Agreement or the applicable Project Manager's Notice to Proceed. TSA maintains the right
to identify the any additional milestones to be tracked.

ARTICLE VII - ACCEPTANCE AND TESTING

TSA will deem the Project complete LJPonsuccessful results of the TSA EnS systems test '
conducted by the TSA independent acceptance test Contractor fur all Terminal CEIS, TSA
independent acceptance testing confirms that the baggage screening system has been installed in
accordance with the TSA PaDS. . .

Successful completion of each.Terminal CBrS requires the correction of defects identified during
the EDS systems test for the indMdual Terminal ems. Ten percent (10%) of each invoice
submitted will be retained for each Tennin?! CBIS until all defects identified during the system
test for said Terminal have been corrected by the CITY IProject Mmmger and the Individuel
Terminal eBIS has successfully passed the TSA EDS acceptance testing. Upon successful
completion of the individual Terminal CHIS, the TSA win release the 10% retalnage direotly
essoolated with said Terminal CBrs as part of the mal invoice payment' for said Completed
Terminal,

ARTICLE VJIL AUTIIORIZED REPRESENTATIVES

The authorized representative, for each party shall act on behalf of that party for all matters
related to this Agreement. Each party~s' authorized representative may appoint one or more
personnel 10 act as an authorized representative for any. administrative purpose related to this
Agreement, provided written notice of such appointments are made to the other party to this
Agreement. The authorized representatives for the parties are as follows:

.-~~.-- ~'--
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Only the TSA Contracting Officer (CO) shall have the authority to Bind the Federal government
with respect to funding and liabDity. The TSA Contracting Officer Technical Representative
(COTR) Is responsible for the technical administration. of this Agreement and teohnice! liaison
with the AhportlProject Managers. The TSA COTR is not authorized to change the scope' of
wors; to make any commitment or otherwise obligate the TSA. or authorize any changes which
afibct the Hability ofthe TSA such as amount or level of available funding.

The CITY or its Project Manager(s) must notitY the TSA CO and COTR in event that any TSA
employee or TSA contracted agent takes any action that may be interpreted by the CITYlProject
Manager as direction which consequently lnoreases the Project costs and would cause the City to .
seek reimbursement from TSA beyond the TSA's liability as slated in the Agreement.

B. CITY Points Df Con:i:act:

.....,..w1~~""''),....,l.........,...,.· _u--../u_ •. ---.-- •...:.-..- ~~_~:;."......:, ••::•••_ L~~~_· !.!.._~~.~~.' f ~ t..:r.,....i---'I. .. -.! ~.,. ~ _ •..-. ~ ••'_ .".,' \ _ _ _ _ I~ ••

. ~',:

A. TSA PointsofContaaf::
Deployment Project Manager/Contracting Officer Technlcal Representative;
Peter MoVey .
Transportation Security Administration
Office of Security Technology, TSA~16
1 West Post Office Road
Ronald Reagan Washington Natlonal Airport
Washington, DC 2DOOl-6000 '
Phone;' 571~227~3842
E-Mail: peter,McVey@dhs.goy

Contracting Officer:
Connie Thornton
Transportation Security Administration
4215 Airport Road, Suite C
Rilpid City, SD 57703
Phone! 60S~393~8191
E-Mail: connie.thomtoll@dhs.gov

Steve Martin
Chief Operating Officer
Los Angeles World Airports
1 World Way, P,Q, Box. 92216
Los Angeles, CA 90009-2216
(310) 646-8284
smartin@lawa.org

The CITY's Points of Contact

1. The CITY's Point of Contact for all correspondence related to the MOAlLOI ems project:

............. ,.::. ...

9

I



- ••.• "-'~- r __ ••• -:_ ··''''--·~···'~'' ~_'-''''I __ •__ •• L.'.' '''' ., ~.~_ ••__ ._ L•••••

HSTS04-1 D--B'-eTI022,

2. The CITY's Point of Contact for invoices related-to tlie MOAILOI:

Mark Vkelja
Program Manager, .In-Llne System for LAXIONT
Major Projects Division
Los Angeles World Airports
7301 World Way West, 5th Floor
Los Angeles, CA 90045
(310) 577~3420

. mvicelj.a@lawa.org

ARTICLE IX ~FUNDING AND LlMITATIONS

In accordance with the terms set forth ill the Letter of'Intent, attached hereto as Appendix A, and
Incorporated herein, TSA's Intent is to reimburse the City for 90 percent of the Projects costs not'
to exceed a funding amount of $1:50,000.000. The ClTYlProject Manager(s) agrees to initially

.. fund the Project. TSA:s intent to reimburse the, CITY for 90 percent of the CITYlProject
Manager(s) Project costs shan not be deemed an obligation of'the United States Government
under section 1501 oftitIe 31 United States Code, and theLetter of'Intent Is not at!
admlnistrative commitment for flnanolng, An obligation or administrative commitment may be
made only as amounts are provided in authorization and appropriation laws. .

Funds are presently not available for reimbursement to the CITY for 90 percent of the Project
costs to perform this Agreement, and no legal liability on the part of the TSA for any payment
may arise for the performance under this Agreelnent unless and until funds are approprilrted for
this Project acti'Vlty. such funds are made available to the Contracting Officer for performance
tinder this Agreement, the CITY receives notice ofavanability of such funds {provided in writing
.:fromthe Contracting Officer), the Agreement is amended to obligate funds, and provided that the
CITYJProject Manager initbilly finances the P.roj(lctfor its share' of the work described in this
Agreement. Any determination of additional fundIng Is within the sole disc,retion of tho TSA.

Per the TSA Letter of Intent, Appendix A attached and incorporated herein, TSA~ after funds
have been appropriated and obligated, shall issue funds to reimburse the CITY from fiscal year
2010 and 2011 budget authority, according1.'0 the full~win&,schedule. . .

Fiscal Year
FY2010
FY2011
Total

Federal Funds
$100 million
$ 50million
$lSOmiUion

PR: 2110200CTl.o22
. ,

5CFl OXBOIOD20 I OSWE041 GEO 13223 006200622CT0.59041 0890000,OOOO.251B.tSA
DIRECT-DEF. TASK D . $100,000,000.00

- ....-
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3 to 5 business TSR., if required, is submitted by the TsA TSA Acceptance:
days following Acceptance Testing contractor to TSA. Testing Contraciol" •.
completion of30 TSA Deployment
days of ron-in, Lead
data analysis,
and on-site
observations
$20 business SSTR is submitted by the TSA Acceptance TSA Acceptance
days "from Testing Contractor to TSA. Testing Contractor,
conclusion of30 TSA Deployment
days ofrun-in, Lead.
data analysis.
and on-site
observations

1.3.1. Site Acceptance Testing (SAT) .
The EDS OEM shalt coordinate and conduct SAT testing on the EDS machines in the presence
of a TSNOST designated government witness (normally the Acceptance Testing Contraetor.)
The BDS OEM shall implement and coordinate testing by issuing a Test Readiness Notification
(TEN) at least· 7 days' prior to the scheduled Acceptance testing. Passing SAT results arc
required priorto integration ofEDS to the BIrs and to certi(y equjpmen~ readiness for
operational use In screening baggage. III the eventihat supplied EDS units cannot meet SAT
testrequlrements, TSA will ensure that any defects are corrected or that the EDS unit is replaced,

1.3.2. Site Specific Test Plait Development (SSW)
TSA has arranged for its Acceptaace Testing Contractor to develop a Site S.pecific Test Plan
based on testing criteria outlined in the TSA CBIS Planning Guidelines and Design Standards
Appendix D·2. The SSTP will be based on the CITY'slProject Mnnager(s) responses to a Site
Planning Checklist to be completed> 100 days in advance of'Integrated Site Acceptance Testing.
The final SSTP shall be delivered to the CITY's/Project Man~ger(s) 30 days in advance of
projected ISAT start-up, This.is preceded by J;eviews of the draft SSTP by TSA OST 60·45 days
prior to testing and by the CITY'slProject Manager's Team 45-30 days prior to testing. The TSA
Site Lead and Acceptance Test Lead. shan participate Ina Test Coordination meeting no less tom
30 business days prior to the proj ected !SAT start up to ensure that all CITY'slProject Team
concerns andquestions about the ISAT test plan are resolved end to coordinate logistical and
technical needs. Any requests for deviation from the SSI'P testing requirements must be .
delivered in writing to the TSA prior to this test coordination meeting for review and response.
This is last chance for CITY'sfProject Team to disclose any test standards that cannot be met in
writing and fonnally Justi:fY exemption from said test criteda,

1.3.3. Integrated SIte Acceptance Testll,lg (ISAT)
Schedul!.ug and Coordination: Constructlon schedule including the ISAT start date(s) and
duration(s) shall be shared with. the TSA Site Lead at 120, .90~60, 30, and 14 days fromthe.
anticipated ISAT start date. This schedule shall be distributed each time changes are made to the
ISAT start date and/or duration. Changes made to the schedule :w.ithULtJr~~eks of the planned . ~o:..!:...- ..-
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1.4 INTll:GRATlON SERVICES
1.4.1.BHS Support
The EnS OEM shall assist the CrrTslProJect:r..1Imagerts BHS contractor to establish digital and
serial communication for the EDS units. Once communication between devlces has been .
established, the IDS OEI\1 shall provide the following support and integration services,

II Assist the BHS contractor to obtain efficient £OS operation. .
• Provide on-site Integration Engineer Support Services to faellltate the entire integration

effort with the BHS. .
.. Be available to support system testlng and validation conduoted.by internal or external

organizations including Site Specific Test Plan (SSTP) for ;the Integrated Site Acceptance
Test (!SA 'I) and pre~ISAT project "testingand throughout the planning phases including
the issuance ofthe JSAT TRN and TRR. .

" During initial system operations run of Jive checked baggage, provide technical
assistance as requested by TSA and/or the CITY /Project Manager,

HSTS04-10-H·CT1022.

rSAT start date may relleve the TSA of the obligation to begin testing within three business days
of the TRR. Inthls situation, the ISAT start date could depend on TSA's testing workload and
resource allocation.

Test Results and Reports:
Testing results will be shared in hard copy format with the CITY £Project Manager(s) furough the
local TSA Point of Contact. Test results will identify security, efficiency and safety concerns;
There are four (4) possible test outcomes: .

• Meets Criteria - System meets TSA roDS R~quirements;
• Meets Waivered Criteria - System meets PGDS requirements and TSA deployment

waivered criteria. . . .
.. Defects Found - TSA may staff the system but further work: is needed to correct defects;
• Fall - TSA will not staff the system; CITY/Project Manager should resolve issues as

pub~ished and prepare for re-testing

In the event of a failed lSAT result, TSA. reserves the right to defer any subsequent re-tests for a
period ofat least 30 days. .

1.4.2. SoftWal'e and Hardware
Following SAT and throughout the integration effort, the EDS OEM shall install and test the
required sQftwar~ and hardware to allow for digital and serial communication between the EDS
and the BHS PLC ifrequlred. F.unctionality of the EDS RBS interface hardware and software
shallbe v~rifled by the EDS OEM at the interface box prior to working with the CITYIEBS
contractor to ensure a proper operating PLC Interface and to avoid delays.

1.5 .SYSTEM NETWORKING
1.5.1 Network Infrastructure
The EDS OEM shall provide required patch cables and miscellaneous 'hardware to interface
between network patch panel and EDS OEM supplied networking components.

.~.('",.>~""'I""'"
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1.5.2 Network Servjces
The EDS OEM shall provide: training for TSA staff; coordination and support for TSA and"
testingcertlfication; and resources to conduct installation, testing, and lnltial operational support
for networking. Nt:I other networkrilay interface with the networked CITYIProjectManager
screening solution. The Implemented asslgnednetwork for operation shall be an isolated, stand-
alone network.

1.6. TRAINING
TSA will provide training for TSA screening staff on the operation of the EDS and ETD
equipment,

1.7. MAINTENANCE
Upon successful completion of SAT testing for each unit, TSA will maintain and repair the EDS
and EID units throughout their Iifecycles,

B. CITY/PROJECT MANAGER'S :RESPONSIBILITIES with regard to the Project are
listed below in sections 2.1 to 2.5 listed below. "

2.0 DESIGN
'The CITYJProject Manager will undertake design of a baggage screening system in accordance
with the TSA PODS which meets the needs of the CITYlProject Manage.r and TSA FSD. The
CITYlProject Manager shall submit designs at 30%,70% and 100% Intervals to TSA for review.
The CITY'lProject Manager shall respond to TSA design review comments promptly and in
writing.

2.1 EnS PLACEMENT
The ClTYlProject Manager shall ensure that the Project site will be ready to accommodate the
installation of the EDS and asscciated equipment. The CITYlProJect Manager shall he"
responsib Ie for providing oversight of rigging aotlvities during any and all EDS movements. The
CITYlProjectManager shall coordinatewith the BDSOEM to integrate all activities regarding
placement ofEDS equipment, The ClTY/.?rojeot Manager shall provide reasonable measures to
protect the EDS and BTD equipment "from damage in the screening area.

2.1.1 Site Readiness and Storage
The CITYlProject Manager shall confir1l1 site readiness to receive IDS lmlts to the TSA Site
Lead no later than 10 business days prior to requested delivery dare. Site readiness shall address
availability of permanent power; removal of obstacles to the: rigging path; and adequacy of
physical environmental conditions within the delivery area that tneetEDS OEM standards for
protecting the EDS unlts, The ClTXIProject Manager shal! provide secure storage .for the EDS
units and ancillary equipment if site conditions at the time of delivery do not provide adequate
protection. The CITY /Project Manager shall provide secure storage: space for hardware
associated with EDS integration and multlplexing untll Jt can be installed by EDS OBM
Integration Support Staff. Failure to meet these mlnimum requirements may result in
reallocation of equipment to other sites, thus affecting the airport's overall project schedule.
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2.1.2 Rigging Services
The CITY !Project Manager wiU be responsible for provlding rigging path verification, ingress
path, ana/or structural analysis for the TSA EDS rigging vendor. If required, the Project Manager
will remove end replace any walls. windows, glass, doors, or other physical barriers in support of
rigging activities. .

:Z.2 lNSTALLATION SUPPORT
2.2.1 Power Requirements
The CITY !Project Manager will provide terminations to the EDS for electrical power. The
CITY /Project Manager will be responsible for providing all infrastructure powerrequiremeaa
including separate metering. If applicable, the Project Mllnager will design and install all power
requirements to terminel locations within the OSR room, CBRA roomts), and at EnS locations.
The ClTI1lProjoot Manager will provide cabling from terminatlons to EDS equipment. The
CITY IPrQject Manager shall attest to the availabIlity of power supply to adequately support the
EDS and assoclated equipment inaccordance with OEM specifications and be liable for damage
to this equipment resulting from intentional deviations to accepted power .suppJy conditions.

2.2.2 Commissioning Services
The CITYlProJect Manager will be responsible for obtaining all other building cede compliant
infi:astructures not mentioned in Section 2.2.1 to support EDS operations and maintenance.

:Z.3 lNT.EGRATtON SERVICES
The CITY/Proje'ct Manager shall ensure that the BHS Contractor coordinates with EDS OEM in
support of integratlon activities (e.g. installation and testing the required software and hardware
to aUo'Y(for digital and serial communication between the EDS and theBHS PLC) as need~d.
Terminetions to the EDS for BHS PLe cornmunlcatlon shall be performed by the CITY'slProJeot
Manager's BRS contractor.

2.4 NETWORKING
2A.l.Network Infrastructure
The CITYlProJect Manager will design and install at! communication conduit, fiber, etc, as
required by the BUS OEM's design criteria for the EDS and EDS networking system~ including
but not limited to connectivity of the remote OaR Room, CBRA. and Central baggage Control
Room as requlred, Exact parameters will be reviewed at Project start-up by TSA.

The CrIYlProjectManager will provide cabling and network patch panels in the OSR room.
CBRA and the TSA network room as determined by the network design conducted in
conjunction with the CITY/Project Manager. The EDS OEM shall provide required patch cables
and miscellaneous hardware to interface between network patch panel and EDS OEM-supplied
networking components, The CITYIProJectMan~ger will provide all electrical outlets to support
installation and operation of a fully multiplexed explosive detection system.

'2.4.2.Ne~Qrk Services
No other network may interface with the networked CITY /Project Manager screening solution.'
The implenw.nted assigned network fur operation shall be an isolated, stand-alone infrastructLlre
network. '_ '__ .~~~ ,.
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2.5. Acceptance - TEST.ING SlJl>PQRT
'Ibe project schedule shall allow for sufficient time to conduct mandatory testing of the EnS
units after installation and integration, The project schedule shalt also factor in minimum lead
times for notification of readiness for testing (7 days for SATi 3 days for TRR.; and at least 3
business days for lSAT.) The ClTY/ProJect Manager shall Identify for each Terminal
operational windows In time in which testing activities can be accompllshed, When possible,
testing activities' should be scheduled for normal 8-bour work wlndows on typical business days
(M.onc!ay-Friday) and should not include holidays, unless previously agreed to;

2.5.1 Site Speclflc Test Plan (SSl'P)
The CITYlProject Manager shaIl ensure that information needed to develop an accurate SSTP is
provided to TSA Test Lead at the earliest opportunity, but no later than too days prior to the
requested testing date. Required documentation includes:

., The Site Planning Checklist

.. BHS Specifications
• Controls Description and/or Description of Operation (if both exist then provide both)
• Fail-safe andfor E-Stop Zone Drawings
II EHS Drawings, Plan (with control stations and conveyor numbering) and Elevation

VIews
a Available CElS Daily Reports shall be provided during rSAT testing and throughout the

Run-In period. These reports should meet fhe requirements described in. the PGDS
Appendix. D1.

., Conveyor Motor Manifest
It may be necessary .to supplement the above material with additional documentation, such as:

.. Installation Phasing Plan NalTative and Phasing Plan Drawings .
• Construction and Testing Schedule .
M Sample ems Report that presents the status for bag arrivals at CERA. Ideally, a break-

out of all possible statuses presented for bag arrivals at CERA will be provided in this
report. ' :'

All drawings shall be clearly visible and readable when plotted on Arch D Size Stock. An
documents shall be submitted electronically (e.g. text documents in Ms Word or PDP and
drawings inAutoCAD [.dwgJ or PDF.)

Any system constraints that will prevent compl lance with TSA testing and perfbrmance criteria
must be disclosed in writing to TSA as far in advance as possible to allow for evaluation of
appllcable waivers. Any restrictions on system availability and accessibllity for testing shall be "
disclosed. Cutover plans including any phasing plans that will affect the TSA Acceptance
Testing Contractor's ability to test the full system. from ticket counters through the
outbound/sortetion system shalt also be disclosed to allow for the development of an accurate
SSTP. Cutover plans that will result in muftiple testing phases shall also be presented to TSA in
Writing for review and approval in advance of the projected. test start date.

The CITY /Project Manager will have the opportunity to review and comment on SSTPln
advance of testing. Comments and/or questions should be directed to the TSA Deployment Lead
and the TSA Site Lead. - - ., ·....1 ~;..~..:;;r'-~ - . _~~"-r-"-
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2.5.2. Test Readiness Report (TRR.)
This pl'e~ISAT activity is conducted by TSA Site Lead in coordination with the CITY /Project
Team (typically the BHS Contractor.) The purpose oftbls testlng activity is to assure TSA of
site readiness for ISAT and Is a precursor for TSA autborizaticill. fot TSA Test Lead to deploy.
The CITYlProject Manager Team will be provided TRR data sheets by the TSA Site Lead.
BRS/eBlS configuration and operation shall be in final form intended for bag screening
operations. Unless mutually agreed to; changes/improvements to BHS/CBIS between TRR and
!SAT are not authorized. The CITY !Projoct Manager Team must address security and efficiency
defects found during TRR and be prepared to implement mutually agreed upon corrective actions
prior to ISAT.

Required input from the Project Te~ will Inelude;

Functional Testing Documentation: Testing authentication must be clearly reported and show
every test with bag 1D and declared status on printed EDS FDRS (Field Data Reports) and
resulting bag destination. Ledger forms should show test date, type of test, identification of bag
destination location, and ID number of the bags arriving at that location. Sample ledger forms
will be provided in the SSTP.

• These reports should be organized and indexed in a leose-leafbinderts)
II Each test shall conclude with an indication of successfully passing the required criteria of

BHS specificatlon and testing crlteria and if oonflict or failure exists, then so indicate
with an explanation.

'" Presentation of completed testing and TRR required decnmentation to TSA Site Lead not
less than 7 business days prior to aritiQipatedPre·lSAT date is required,

.System Mh:cd:Bag Test and System Throughput Test Observation: Suf.flcient numbers of
test bags (.no less than 100 test.bags per EDS) will be utilized to "stress' the BHS/CBlS as would
occur during peak operating times, Test bag set profile should be similar to the TSA Acceptance
Testing Connaetor' s test bag profile. .

• A real-time observation by TSA Site Lead of a global BHS/CBlS System Mixed Bag
Test ani! System Throughput Test using clear and suspect bags is required,

II All BDS equipment must be operational. .
II! All baggage entry points must be utilized.

ISAT: The TSA SUe Lead performs the TRR. Ifsuccessful, a Test Readiness Notice is issued to
TSA and the TSA Acceptance Testing Contractor for ISAT deployment. IF delivered by COB
Monday through Wednesday (5:00 p.m, EST). ISAT deployment will occur the fullowing
Monday. If delivered 'any time Thursday through Sunday, ISAT deployment will occur on the
second Monday. If changes are made to.the system following 1M without prior coordination
with TSA~ ISAT testing shall be postponed pending snbmlssion of documentation for review and
evaluation by TSA and its Acceptance Testing Contractor (see paragrap1l2.5.7)

2.5.3,. Logistical Support Needs: The CITYlProject Manager shall identify any logistioa] or
support needs that will impact TIm. and ISAT testing, to include;

_, +~_ .-=-~~""'f'-
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~ any process needed to obtain sufficient baggage tags should the system use IATA
baggage tracking mechanisms, or blank bag tags if the system does notuse IATA
baggage tracking mechanisms;

• any process needed to obtain sufficient baggage tubs/totes (typioally 20 per installed
EDS)

lit any process needed to obtain Airport badges/access fur TSA Acceptance Testing:
Contractor personnel; !ludlor personnel escorts

II! availability of baggage handling support fortestillg activities; and
Ii . availablHty of support for delivery and secure storage ofTSA Acceptance Contractor test

bags for rSAT (l00 bags per EDS.)

2.5.4. ISAT Testing: The TSA Acceptance Testing Contractor will meet with the
CITY!Project Manager Team at least 30 days prior to testing to coordinate the conduct of1SAT
testing. The TSA Test Lead and the CITY !Project Manager Team will finalize details relating to
the scheduling and duration of the testing, (Generally allow 1.5 days per EDS line and 1.5 days
per each system Sort Testing and Rate Testing.)

2.5.5. TestResults and Reports .
In the event of a Defects Found or Failed result during 1RR or lSAT testing, the CITY/Projeot
Manager Team shall report corrective actions to be applied and the timeline associated with said

. corrections. Ifconstructed system fails testing, TSA will work with the CITY !Project Manager
Team to Identify corrective solutions. TSA is not obligated to accept or operate a baggage
screening system that does not meet tberninimum test standards.

2.5.6. Operational Run-In
The Run-In period will extend for a minimum of 30 days from the start of substantial operations
with cutover of substantial input and output Iines; This period of'tlme shall be discussed and
agreed to by all parties during the SSTP development process, and reconfirmed at the completion
of1he ISAT. This period shall also be dependenton resolution ofdeficieooies found during
testing and Run-In, Once a week during the Run-In period, the project: authorIty or thclr
authorized representatives shall forward electronic versions of all eBIS Daily Reports required
by Appendix D 1.23 of the PGDS. These reports will be supp lied to TSA and their deployment
and testing contractors. AdditiOlla!ty. a CBrs report that presents the status for bag arrivals at
CBRA should be provided in support ofRun-In period da:ta collection> as was made available
tiuring ISAT testing. Statuses to be reported include at a minimumt Total Bags, Suspect" Clear,
Unknown, No Decision/Pending Decision, Lost in Tracking, Oversize, and Out-of-Gauge Bags.
Ideally. a break-out of aU possible statuses presented for bag arrivals at CBRA will beprovided
in this report. .

Atterreceipt, review and analysis orat least 21 days ofperformanoe data, TSf,I.and their
Acceptance Testing Contractor will deploy to the site to physically verify closure of open
deficiencies, and observe system operation against the data reported. During this tlme,
measurements of belt speeds fbr security tracking zone conveyors will be performed, These Run-
In period measurements will be recorded and reported together with similar measurements made-
during mobilization for ISAT testing. Based on the data analysis' and physical observations, a
recommendation will be made to 'l:SA via a T~st SummaryR6P,~~_ (~"~~IJ.-d the R'Un-IJ.1
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period, extend the Run-In period, and/or change the operational status of the ems.
2.5.7. Post Coml!lissioning Activities: .
The'I'SA Site lead will conduct 30-day operational run-in observations of the system following
successful !SAT testing. .

The CrTYlProject Manager shall provide a written response outlining corrective actlons that will
be taken due-to outstanding deficiencies, Issues, and action items identified in the Test Report
within three 0) months.

For the contlimed and secure operation of the eBIS, all changes to the BHS system that impact
the CBIS operation after its InItial commissioning must be reviewed, evaluated, and endorsed by
TSA before they are implemented by the CITY /Project Manager, The following procedure is to
be fo Hawed for all changes to eBIS systems other than those required for normal rou tine and
periodic rnaintenancelrepairs to the ERS system. The AIrport! Airline responsible for the BHS
system shall assemble an information package for submittal to TSA Offioe of Security
'Technology which includes the fallowing minimum information.

• Written descrlption of all proposed physical and programming changes to the BRS
and C:BlS system(s)

4P Reason for proposed change(s) .
. 'I' Ant1cipated impact to system operation (e.g. increased throughput, lowered tracking

losses, elimination of bag jams)
III Drawings showing affected areas . .
" Any potential security. tracking or efficiency Impacts, Including impacts on TSA

manpower or operations' ,
• Proposed date of changes' .'

This package shall be delivered to the local TSA FSD who shall review the package. The-local'.
TSA FSD shall add any comments he/she may ha;ve and forward the package to rSA Office of
Security Technology at the fo lIowing address;

Transportation Security Administration
Office of Security Technology. TSA-16
EBSP Deployment
TSIF Building
1 West Post Office Road

. Washington, DC 20598-6032
"

The TSA Office ofSecurlty Technology wiu review and analyze the efficacy and impact of these
clJanges to determine ifit may be necessary fot' T;3A to re-certify the ems system( s), Once the
review has been completed. TSA shall notity the local TSA FSD and.the Airport/Aitline with the
TSA recommendation and testing requirements for the system changes .
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TSA Inline Baggage System Requirements

Section 1. Scope of Work

1.1 The "Project't, as defined in this Section, will consist of the modification and
construction to be made to Airport's terminal infrastructure and the baggage conveyor system in
order to install an in-line checked baggage inspection system ("CmS") solution in Terminal 1,
including all testing to satisfy applicable TSA requirements and certifications. The scope of
work will include, but not be limited to: the design and construction of baggage conveyor
components, facility demolition, mechanical, plumbing, electrical, structural, and
telecommunications infrastructure all supporting the installation of an explosive detection system
("EDS") machines and Explosive Trace Detection ("ETD") equipment within the baggage
screening matrixes); the design and construction of a Checked Baggage Resolution Area; the
design and construction of a remote multiplexed On-Screen Resolution Room; the design and
construction of a CBIS control room; the installation of hardware and software for use with an
in-line baggage screening application; and all testing to satisfy TSA requirements and
certifications (collectively, the "Work").

Responsibilities

1.2 All Work performed by the Tenant pursuant to this Lease shall be accomplished
in accordance with design( s) approved by the TSA in accordance with the latest published TSA
Planning Guidelines and Design Standards (the "PGDS")(unless the TSA grants specific
variances), the City of Los Angeles Department of Building and Safety requirements, the
Landlord's construction approval process and the City's Airport Building Standards and Criteria.

1.3 The Tenant will (i) procure engineering and design services, as well as the
associated construction and baggage handling system contractors to undertake the Work, (ii)
obtain all necessary licenses, insurance, permits and approvals, and (iii) agree to all "Project
Manager" responsibilities, deliverables and related obligations described in the OTA with respect
to the design portion of the Work (such portion, the "Design·Work") and the MOA with respect
to the construction portion of the Work (such portion, the "Construction Work") including but.
not limited to the following:

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

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

3. With respect to the Construction Work: Submit monthly milestone and project
progress status reports by the 1ath of each month to the TSA Project Manager, the TSA
Contracted Site Lead, and the TSA Contracting Officer as identified in the MOA.
Specific requirements for the content of the monthly project status report are identified
in Appendix D of the MOA.

DeIiverables

The following deliverables are required to be submitted by the Tenant as applicable to the
Design Wark:

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

City project is underway.
Breakout of cost based on an TSA Project Manager The Tenant to provide upon
established Schedule of Values TSA Contracting Officer (CO) issuing Notice to Proceed to
for Design Work TSA Contracted Site Lead Contractor and whenever Change

City Orders are issued
Design Contracts including any TSA Project Manager Upon Award by the Tenant.
subsequent Change Orders TSACO

TSA Contracted Site Lead
Monthly Project Report (Current TSA Project Manager Monthly. Electronic submission
and forecasted for the next TSACO as well as hard copies.
period's tasks) TSA Contracted Site Lead

• Tasks completed City
.. Schedule
• Budget and actual costs

spent to date
• Cost variance
It Schedule variance
It Variance analysis data in

excess of 10%
co Identify tasks for next 90

days

Final invoice for Design Work TSAT Project Manager
TSACO
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The following deliverables are required to be submitted by the Tenant as applicable to the
Construction Work:

Item Submitted To: Frequency or Due Date
Resource Loaded Master TSA Project Manager With in 3a days of the Agreement
Schedule and Cost Estimate to TSA Contracting Officer {CO) signing or within 60 days after
include Project Milestones TSA Contracted Site Lead Notice to Proceed. Updated on a '
(Construction) The Landlord monthly basis with monthly

report as project is underway,
Schedule of Values TSA Proj ect Manager The Tenant to provide upon
(Construction, Baggage Handling TSA Contracting Officer (CO) execution of contracts and
Contract) TSA Contracted Site Lead issuing N otice to Proceed to the.

The Landlord Contractor
Monthly Milestone and Project The Landlord Monthly, Electronic submission
Report as well as hard copies.

Disadvantaged Business TSA Small Business Coordinator March 3 land September 30
Enterprise Utilization Cost The Landlord
Report for all contracts awarded
to small business firms
Construction
Mechanical and electrical shop TSA Proj ect Manager Upon completion by the BRS
drawings for concurrence with TSA Contracted Site Lead contractor
reviewed design submittal The Landlord
Contract addenda, change.order TSA Project Manager Upon review and concurrence by
requests, requests for information TSA Contracted Site Lead the Landlord of a possible
or clarification The Landlord deviation from the reviewed

design
Close Out Process
Close Out Process - Correction Close Out Report submitted to Initiated after TSA completion of
of testing deficiencies TSA Project Manager and TSA system certification testing and

Contracted Site Lead deficiencies have been corrected
The Landlord

PLC code ofthe CBIS in TSA Project Manager No later than 30 days after
electronic format The Landlord commissioning of system(s)
As build drawings in electronic TSA Proj ect Manager No later than 30 days after 30-
format, ..dwg (AutoCAD) 01' The Landlord day operational run-in period
comparable format
Overview of drawings of the TSA Project Manager 30 days after 30-day operational
Matrix/Node, Resolution Room, The Landlord run-in period
OSR Room as applicable, .dwg
(AutoCAD) or comparable
format
Final Invoice TSA Project Manager No later than 90 days after final

TSACO sign-off of system by TSA OST,
The Landlord following successful operational

run-in period and start of live bag
screening

Release ofpaymenVliens from TSA Project manager
general contractor and sub- TSACO
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contractor The Landlord
CBlS changes after See Post Commissioning
commissioning Requirements in MOA

1.4 The Tenant will establish and provide to the Landlord and the TSA milestones for
the Work that will allow objective measurement of progress toward completion of the Project
("Project Milestones"). With respect to the Design Work, Project Milestones will be provided to
the Landlord and the TSA within 30 days -afterexecution of the Lease, With respect to the
Construction Work, Project Milestones for the major phases of the Project (planning,
procurement, project execution) will be provided to the Landlord and TSA within 90 days after
execution of the Lease or the applicable Notice to Proceed. The Landlord and the TSA maintain
the right to identify additional milestones to be tracked after notice to the Tenant.

Section 2. Documentation.

2.3. The Tenant intends to submit expenditures for the Work, i.e., invoices, proof of
payment and other documentation, to the Landlord on a monthly basis for submission to the TSA
for payment. The Landlord intends to forward such submissions to the TSA, together with any
documentation required by the TSA from the Landlord.

2.1. The Tenant shall submit actual expenses for the Work, supported by invoices and
other documentation to the Landlord in accordance with this section.

2.2. Submission of documentation to the Landlord shall be sufficient to obtain
reimbursement from the TSA pursuant to the OTA with respect to the Design Work and the
MOA with respect to the Construction Work. The Tenant Shall promptly provide any additional
documentation required by the TSA for support of its expenditures.

2.4. At a minimum the Tenant shall :include with each submission to the Landlord
under this Section 2:

(1) Agreement number;
(2) Payment number and date;
(3) Complete business name and remittance address;
(4) Point of contact with address, telephone, fax and e-mail address contact

information;
(5) Tax identification number;
(6) Dollar amount of reimbursement be:ing requested, including the total

amount of reimbursement to date;
(7) Signature ofthe Tenant's authorized representative and the following

certification language: "This is to certify that the services set forth herein
were performed during the period stated and that the incurred costs billed
were actually expended/or the Project. I!; and

(8) Supporting information (the "Support Documentation");
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the following items:



(1) An executive summary project overview and work completed during
current submission period;

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

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

(4) Signed, approved and legible copies of each individual
contractor's/consultant's invoice to include schedule of values (i.e, AIA
702/03) or statements of work, as applicable:
- copies of contracts over $1 Million and change orders that -provide

support for the actual work being invoiced
- vendor and subcontractor invoices with specific details about services

provided, as required
- sub-consultant information showing employees name, rates of pay,

dates and hours worked, as required
- rationale for all allocations or unusual calculations or assumptions
- Proof of delivery of the equipment to the project sponsor;

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

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

(7) Any other documentation as may be necessary or required to obtain TSA
reimbursement of the Tenant's expenditures pursuant to the MOA; and

(8) The final closeout should include proof that all required deliverables have
been provided.

Section 4. The Tenant's Responsibilities.

Section 3. Warranty. The Tenant warrants that the services provided herein shall
conform to the highest professional standards pertinent to respective industry. The Tenant
warrants that all materials and equipment furnished pursuant to this Lease will be new and of
good quality unless otherwise specified, and that all workmanship will be of good quality, free
from faults and defects and in conformance with the design documents approved by the TSA and
the City of Los Angeles Department of Building and Safety.

4.1 The Tenant shall pay all appropriate costs associated with the Work, including,
but not limited to, the insurance types and amounts for the performance of the Work as required
by the Landlord, security, permits and fees.

4.2 The Tenant and its contractors shall be responsible for all civil penalties assessed
as a result of failure to comply with any and all applicable rules, regulations, restrictions,
ordinances, statutes, laws and/or orders of any federal, state, and/or local government regarding
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the Project. The Tenant and its contractors shall hold the Landlord harmless and indemnify the
Landlord for all civil penalties.

Section 5. Audits ..

5.1 The Landlord and federal government, including the Comptroller General of the
United States, has the right to examine or audit relevant financial records for a period not to
exceed three (3) years after expiration of the terms of the MOA, or OTA, whichever is later (the
"Audit Right Expiration"). The Tenant and its contractors must maintain an established
accounting system that complies with generally accepted accounting principles. Records related
to disputes arising out of the MOA, OTA and the Project shall be maintained and made available
until such disputes have been resolved.

Rules and Regulations.

5.2 As used in this provision, "records" includes books, documents, accounting
procedures and practices, and other data, regardless of type and regardless of whether such items
are in written form, in the form of computer data, or in any other form.

5.3 The Tenant shall maintain all records and other evidence sufficient to reflect costs
claimed to have been incurred or anticipated to be incurred directly or indirectly in performance
of the Project. The Landlord, TSA Contracting Officer or the authorized representative of the
TSA Contracting Officer shall have the right to examine and audit those records at any time, or
from time to time for a period not to exceed three (3) years after expiration of the terms of the
MOA, or OTA, whichever is later, The right of examination shall include inspection at all
reasonable times after notice at the offices of the Tenant or at the offices of the Tenant's
contractor(s) responsible for the Project.

5.4 The Tenant will be required to submit cost or pncmg data and supporting
information in connection with any invoice relating to this Lease if requested by the Landlord or
TSA Contracting Officer.

5.5 Section 5 shall not be construed to require the Tenant, its contractors or its
subcontractors to create or maintain any record that they do not maintain in the ordinary course
of business pursuant to a provision of law, provided that those entities maintain records which
conform to generally accepted accounting practices.

Section 6.

5.6 The Tenant shall insert a clause containing the terms of Section 5 in all its
contracts and subcontracts relating to the Project that exceed $100,000.00 (One Hundred
Thousand Dollars),

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

6.2 The Tenant shall comply with the Title VI of the Civil Rights Act of 1964 relating
to nondiscrimination. Additionally, FAR Clause 52.203-11 "Certification and Disclosure
Regarding Payments to Influence Certain Federal Transactions" is incorporated herein by
reference into this Agreement. Contracts awarded by the Tenant as a result of this Project must
comply with Federal provisions established by laws and statutes.

6.4 The Tenant agrees to include in its contract(s) a provision that the CHIS terminal
designs are required to comply with the TSA's PGDS.

6.3 Competition in the award of contracts or procurements resulting from this Project
is strongly encouraged and the Tenant should promote competition to the maximum extent
practicable.

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

Section 7. City Held Harmless.

6.6 The Tenant shall provide any information requested by the TSA to ensure
compliance with applicable Federal Environmental Planning and Historic Preservation
requirements.

6.7 The Project shall be subject to Section 1.4.1(a) [Prevailing Wage] of the Lease.

7.1 Except for the sole negligence or willful misconduct of the Landlord, the Tenant
shall indemnify, defend, keep, and hold the Landlord, including its Board, Department and the
Landlord's officers, agents, servants, and employees, harmless from any and all costs, liability,
damage, or expense (including costs of suit and-fees and reasonable expenses of legal services)
claimed by anyone by reason of injury to or death of perSODB,or damage to or destruction of
property, including property of the Tenant, sustained in, on, or about the Location or arising out
of the Tenant's use or occupancy thereof or Airport, as a proximate result of the acts or
omissions of the Tenant, its agents, servants, employees, invitees, or their successors or assigns;

7.2 The Tenant expressly agrees to hold harmless, and to indemnify, the Landlord, its
Board, its departments, officers and employees (collectively "indemnities") from, and for, any

7



Section 9. Protection of Information,

and all civil penalties sustained, or incurred, by indemnities as a result of the Tenant's, and/or of
the Tenant's subcontractors, failure to comply with any applicable rules, regulations, restrictions,
ordinances, statutes, laws, orders, of any federal, state, and/or local government regarding the
Project.

7.3 In addition, the Tenant agrees to protect, defend, indemnify, keep and hold
harmless indemnities from and against any and all claims, damages, liabilities, losses and
expenses arising out of any threatened, alleged or actual claim that the end product provided to
the Landlord by the Tenant violates any patent, copyright, trade secret, proprietary right,
intellectual property right, moral right, privacy, or similar right, or any other rights of any third
party anywhere in the world. The Tenant agrees to, and shall, pay all damages, settlements,
expenses and costs, including costs of investigation, court costs and attorney's fees, and all other
casts and damages sustained or incurred by the Landlord arising out of, or relating to, the matters
set forth above in this paragraph of the Landlord's "Hold Harmless" agreement.

7.4 In the Tenant's defense of the Landlord under this Section, negotiation,
compromise, and settlement of any action, the Tenant shall keep the Landlord informed
throughout the litigation, negotiation, compromise, settlement, and appeals therefrom. Any
decision or instruction by the Tenant during such litigation, negotiation, compromise, settlement,
or appeal, which decision or instruction has an adverse effect on the Landlord, shall be subject to
Landlord's prior written approval.

Section 8. Independent Contractor. In furnishing the services provided for herein,
the Tenant is acting as an independent contractor. The Tenant is to furnish such services in its
own manner and method and is in no respect to be considered an officer, employee, servant or
agent of the Landlord.

9.1 The parties agree that they shall take appropriate measures to protect all
proprietary, privileged, confidential, or otherwise Sensitive Security Information ("SST") as
defined in 49 CFR Parts 15 and 1520, that may come into their possession as a result of the
Project.

9.2 No SSI concerning the scope of the Project, shall be published or released to the
public without prior written approval of the Landlord.

9.3 All SSI shall be handled in accordance with the Landlord and TSA policies and
regulations. All persons assigned to work on the Project are subject to the provisions of 49 CFR
Part 1520, Protection of Sensitive Security Information, because they act for, or carry out duties
for, or on behalf of the TSA. SSTmay not be disclosed except in accordance with the provisions
of that rule or where TSA otherwise approves.

9.4 The Tenant shall not make publicity or public affairs activities related to the
Project unless written approval has been received from the Landlord and TSA Office of Security
Technology or the TSA Office of Strategic Communication and Public Affairs.

8



Section 10. Survival of Provisions. Section" 9 of this Exhibit shall survive the
termination of the Lease. Section 5 shall also survive the termination of the Lease if it the Audit
Right expiration extends beyond the termination of the Lease.

9
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Schedule 2
Maintenance Schedule

All Areas
Demised Equipment Terminal Public Building Exterior
Premises Lease Areas and/or Ramp

EQUIPMENT

Tenant at
Tenant at

Passenger loading bridges, generators, pre-
N/A N/A

Preferential
N/A Preferential Gate

conditioned air, potable water systems Gate Holdrooms
Holdrooms

Centralized 400Hz Jet aircraft power system to
Tenant N/A Tenant N/A Tenant

, support passenger boarding bridges

Inbound baggage systems, including security
doors, lighting, conveyors and related N/A Tenant Tenant N/A N/A
equipment( PLC's, MCP's, etc) I

Outbound baggage systems, Including security
doors, lighting, conveyors and related N/A Tenant Tenant N/A N/A
equipment( PLC's, MCP's. etc}

Interline bag belt systems and carousels Tenant N/A NJA N/A NJA

Ticket counters NJA Tenant NJA N/A NJA
Battery Chargers By Owner NJA N/A N/A NJA

BASE. BUILDING SYSTEMS ~

Fire sprinkler and fire-life-safety systems Landlord, unless modified by Tenant

Master electrical panels and main electrical Landlord
equipment

Electrical equipment, sub-panels, and
Landlord Tenant NJA Landlord N/A

distribution

Ught bulbs, fixtures, and components N/A Tenant N/A Landlord Landlord

Specialty Architectural Light Fixtures and
Signage installed by Tenant including bulb Tenant Tenant N/A Tenant Tenant
replacement
Telephone and data lines N/A Tenant NJA NJA N/A

Telecommunications conduits serving two or
Landlord N/A NJA NJA N/A

more prime tenants/prime users

Shared water and sewer lines Landlord N/A N/A N/A N/A

Single user water and sewer system from main,
meier or shared system to and including N/A Tenant N/A Landlord landlord
Demised Premises

HVAC systems connected to landlord provided
Landlord N/A NfA N/A N/A

chilled/hot water

HVAC stand alone systems Tenant
LAWAACAMS Landlord

PAVEMENT ~ ,,~;:~ #'~,

Tenant to the
Tenant to the extent

Spill removal N/A Tenant N/A extent caused by
caused by Tenant

Tenant

1/10/2013 1 of 3



Schedule 2
Maintenance Schedule

All Areas Demised Equipment Terminal Public Building Exterior
Premises Lease Areas and/or Ramp

Tenant at
Scheduled ramp sweeping, scrubbing NfA NfA N/A NfA Preferential Gate

Holdrooms

Surface markings, Including lead-in lines, nose ! Tenant at
wheel, aircraft safety envelope, and equipment N/A N/A N/A N/A Preferential Gate
staging Holdrooms

Ramp pavedsurfaces N/A N/A N/A N/A Landlord
Guardrails protecting Landlord property N/A N/A N/A NfA Landlord

Tenant at
Ramp-side dumpster and trash removal landlord N/A NfA NfA Preferential Gate

Holdrooms
STRUCTURAL ELEMENTS C"JF'~h, ','-'2,,' ,?L4'" ,':ii- I:]';: C.-.i' ';"~-.'" .f,.", . ::":',,.,0,·~l;ft-;;ci- , -:''!~'''''' '.'--__,.",,,,,7 .. .,,,,,.'-;~.:-'- ".',,:c.' ,,-
Building exteriorand roof, incl. glass Landlord N/A N/A N/A N/A
Entrance doors from/to or within Demised N/A Tenant N/A Tenant N/A
Premises, incl. Locks

Carpeted areas: interior partitions, doors, N/A Tenant N/A Landlord NJAfinishes, furnishings, treatments, seating

Hard floor areas, including restrooms: interior
partitions, doors, finishes, furnishings, N/A Tenant N/A Landlord NJA
treatments, seating

JANITORIAL ~ • ,f'!,"'~",-""r
Tenant at Landlord (window

Basic Janitorial N/A Preferential N/A Landlord
Holdrooms

cleaning only)

High Areas, includes ceilings, air conditioning Tenant at
N/A Preferential NfA Landlord N/Agrids and specialty architectural finishes Holdrooms

Tenant at
Passenger loading bridges N/A NIA Preferential N/A N/A

Holdrooms

Carpeted areas: floors, furnishings, and trash Tenant at
N/A Preferential N/A landlord N/A

receptacles, seating Holdrooms

Hard floor areas, including restrooms: floors,
Tenant at

N/A Preferential N/A Landlord NJA
furnlshlnqs, trash receptacles and seating Holdrooms

Apron Landlord

ART and LANDSCAPING installed by Tenant Tenant N/A NIA NfA

1·LAWA will continue to maintain all hold rooms, baggage systems, ramp scrubbing and passenger boarding bridges (and
associated eqiupment) as of the lease commencement date, Tenant responsibility will commence upon 60-day notice transmitted
by the Executive Director, and/or his designee.

2-A survey of all equipment shall be performed by LAWA and the tenant at least 30 days prior to the transfer of maintenance
reponsibilitiesin order identify pre-existing conditions.

3 -The Landlord's maintenance and repair responsibilities are limited to the activities designated on this exhibit.

4·The Tenant's maintenance and repair rasponslbllltles shall also include, in addition to the above, areas and equipment that are
not designated on this exhibit and which are not subject to any agreement between the Landlord and a third party for maintenance
and repair..

1/10/2013 2 of 3



All Areas Equipment Terminal Public Building Exterior
Premises Lease Areas and/or Ramp

Schedule 2
Maintenance Schedule

5·The tenant shall establish, maintain and report a complete Quality Control program for LAWA-owned equipment that is
acceptable to the Landlord in the form that the Landlord requires in accordance with LAWA standards and specifications in
regards to routine performance requirements and typical maintenance services.

6-LAWA has the right to perform Quality Assurance inspections on all LAWA-owned equipment and will require tenant to operate
and maintain to LAWA standards.

7·Maintenance Schedule shall be updated at least 6 months prior to the completion of the Terminal 1 Construction Program in
order to delineate responsibilities going forward.

1/10/2013 3 of 3
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INSURANCE REQUIREMENTS FOR LOS ANGELES WORLD AIRPORTS

NAME: los Angeles World Airports and Southwest Airlines Co.
AGREEMENT I ACTIVITY: Terminal Facilities Lease and License Agreement for T~1 at LAX
TERM: Ten (1.0) years
LAWA DIVISION: Terminals Business Management

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

LIMITS

QQ Workers' Compensation (Statutory)/Employer's Liability Statutory
(X) Broad Form All States Endorsement
(X) Voluntary Compensation Endorsement
(*) Longshoremen's and Harbor Workers' Compensation Act Endorsement
(X) Waiver of Subrogation (Specifically naming LAWA.

Blanket Endorsements are not acceptable),
00 Automobile Liabilfty ~covering owned, non-owned & hired auto $10,000,000 CSL

QQ Aviation/Airport Liability, including the following coverage: $10,000,000 CSL
OR

QQ Commercial General Liability JAirport Liability $10,000,000 CSL
(X) Premises and Operations
(X) Contractual (BlanketfSchedule)
(X) Independent Contractors
(*) Hanqarkeepers Legal Uab.
(X) Personal Injury
(X) Additional Insured endorsement, specificaJly naming LAWA

(Blanket Endorsements are not acceptable).
(X) Aircraft UabiHty (including passenger liability)

Limit of Liability must meet Federal Requirements or as follows, whichever is greater:
Commuters with GOor fewer passengers or Cargo only,
with payload less than 18,000 Ibs. -~~~~--~-- $ 50,000,000CSL
Air Carriers with more than 60 passengers or Cargo only,
With payload greater than 18,000 Ibs. ~-~~---- $200,DOO,OOOCSL

00 Property Insurance
90% Co-Ins. 0 Actual Cash Value (X) Replacement Value o Agreed Ami.

(X) Covering airline improvements, wJwaiver of subrogation
(Department does not insure tenant improvements)

(X) Fire & Basic Causes of Loss Form, including sprinkler leakage
(X) Vandalism & Malicious Mischief
(X) Debris Hem oval

Value oflrnprovements

*** Coverage for Hazardous Substances Sudden Occurrence
Non-sudden Occurrence

""if exposure exists, coverage is required.
""**Must meet Federal and/or State requirements,

INSURANCE COMPANIES MUST HAVE A BEST RATING OF A- OR BETTER, WITH A MINIMUM FINANCIAL SIZE OF AT LEAST
4. PLEASE RETURN THIS FORM WITH EVIDENCE OF INSURANCE
IRA1 10/05
Revised-711109

Comments:



SCHEDULE 4
Basic Information Schedule



Schedule 4
Southwest Airlines Company

Basic Information Schedule

1

Demised Premises
Master Lease Exhiblt Number

Sheet No. Space No.

Various per Exhibit A attached

Area ISg Ftl Area (Sq Ftl

Demised Premises
Terminal Buildings Rate/per square foot/per year

Estimated Terminal Charges

115,595

115,595
s 127.00 $

115,595
75.00

Monthly Activity

722,468,75

Terminal Special Charges

A. Custodial Rates

Baggage Claim Custodial Rate per square foot
Ho!droom Custodial Rate per square foot

15,561 $
32,207 $

350,783 $
3,289 $

13 $

B. Equipment Maintenance and Capital Rates
Outbound Baggage System Maintenance Rate/per enplaned pax
loading Bridge O&M Rate/per turn
loading Bridge Capital Charge Additional Rent

Estimated Monthly Payments

Faithful Performance Guaranty Requirement:

Commencement Date:
This lease shall commence on the first day of the month following the Closing Date.

Permitted Uses:

To conduct and operate the business of an air transportation carrier, and for
purposes reasonably incidental thereto.

Aeronautical User Contact for Notices:

Southwest Airlines Co,
Attn: Vice-President, Corporate Real Estate
P,O, Box 36611, HOQ/4PF
2702 Love Field Drive

Dallas, TX 75235-1611

1/10/2013

$ 14,680,565.00 $ 1,223,380.42 $

19.78 s 25,649.72 $
19.76 $ 53,087.87 $

0.34 $ 119,266.22 $
16,30 $ 53,610.70 $

17,795,00 $ 19,277.92 $

$ 1,494,272.84

s 4,482,818.52

8,669,625.00 $

19.78 $ 25,649.72
19.78 $ 53,087.87

0.34 $ 119,266.22
16.30 $ 53,610,70

17,795.00 $ 19,277.92

$ 993,361.17

$ 2,980,083.52

1of 1
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WN/LAWA Terminal 1

Exhibit A-l

Sheet Space Area Description Lease
Commencement

1 45 T1 First Level Outbound Bag Channel 5,617
2 1 T1 First Level Baggage Storage 350
2 2 T1 First Level Bag Claim Office 250
2 3 T1 First Level Bag Claim Office 197
2 4 T1 First Level Baggage Storage 145
2 21 T1 First Level Locker 54
2 Part of 22 T1 First Level Arrival Bag Claim Area 15,561
2 26 T1 First Level Locker 59
2 37 T1 First Level Office 395
3 Part of 24 T1 Second Level Outbound Baggage Area 5,000
4 Part of 1 T1 Second Level Outbound Baggage Area 3,750
4 Part of 1 T1 Second Level Inbound Baggage Area 6,800
4 3 T1 Second Level Baggage Conveyor (oversized) 384
4 16 T1 Second Level Ticket Counter 600
4 17 T1 Second Level Ticketing Office 1,442
4 18 T1 Second Level Conveyor STCAce I 132
4 23 T1 Second Level Baggage Conveyor 134
4 24 T1 Second Level Ticketing Office 1,507

I 4 25 T1 Second Level Ticket Counter 459
I 4 41 T1 Second Level Office 202

4 Part of 15 T1 Second Level Electronic Ticketing Kiosks 100
5 1 T1 Operations Level Operation Offices 706
5 2 T1 Operations Level Offices/Breakroom/Storage 2,243
5 9 T1 Operations Level OffIce/Lockers/Storage 2,388
5 10 T1 Operations Level Breakroorn 1,229
5 12 T1 Operations Level Storage 989
5 13 T1 Operations Level Offices 908
5 14 Tl Operations Level Offices 563
5 24 Tl Operations Level Restroom 255
5 25 T1 Operations Level Restroom 255
5 26 Tl Operations Level Storage ·1,216
5 27 Tl Operations Level BreakroomjOffice/Lockers 2,073
5 28 Tl Operations Level Breakroom 243
5 37 Tl Operations Level Training/Conference Room 2,346
5 38 Tl Operations Level Caged Storage 486
5 44 Tl Operations Level Office 475
5 50 Tl Operations Baggage Area 18,810
7 4 Tl Mezzanine Level Office 373
7 5 Tl Mezzanine Level Office 241
7 6 Tl Mezzanine Level Office 273
7 7 Tl Mezzanine Level Office 145
7 8 T1 Mezzanine Level Breakroom 477
7 12 T1 Mezzanine Level Training Room 477
7 14 T1 Mezzanine Level Office 347
7 16 T1 Mezzanine Level Storage 57
7 24 T1 MeZZanineLevel Offices 1,019
7 26 T1 Mezzanine Level Conference Room 657
7 28 T1 Mezzanine Level Offices 879
8 39A T1 Mezzanine Concourse Level:Kiosk 120
6 3 T1 Mezzanine Holdroom, Gate 2 2,323
7 36 T1 Mezzanine Holdroom, Gate 1 4,397
8 - T1 Mezzanine Holdrooms, Concourse 25,487

Total 115t595
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EXHIBIT A-2

Lease Project
Commencement Completion Variance Comments

Southwest will be leasing West Side at
Baggage Claim Area and Baggage Completion, which is smaller (sqft) than
Claim Office 17,011 16,243 768 the East Side

Planned reduction in office space
Airline Ticket Office 3,151 500 2,651 requirement

Ticketing Counter 1,059 1,059

Airline Baggage Matrix 15,561 (15,561) SWA will lease the new CBIS area

Ticketing Mezzanine Offices 4,945 4,945

3rd baggage make-up carousel will be
demolished, and used as temporary

Outbound Baggage Make-up 27,560 18,810 8,750 screening during construction and will be
available at project completion for storage
or LAWA maintenance

Outbound Bag Channel 5,617 5,617

Inbound Baggage Area 6,800 6,800

Baggage Conveyor - Oversized 384 384

Baggage Conveyor 266 266

Ramp Level Offices 16,375 16,375

Kiosk in Holdroom 120 120

Kiosk in Ticketing Area 100 100

Holdrooms are planned to be 2,500 sqft.
Holdrooms 1, 2, 3, 4b, 5, 7, 9, 10, 11, Each with excess sqft available for
12,13 & 14 32,207 30,000 2,207 concessions prooram

TOTAL SQUARE FEET OF SPACE 115,595 116,780 (1,185)



• Gate 1

• Gate 2

• Gate 3

• Gate 4B

• Gate 5

• Gate 7

• Gate 9

• Gate 10

• Gate 11

• Gate 12

• Gate 13

• Gate 14

Exhibit A-4

Preferential-Use Gates as of the Commencement Date
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LETTER OF ASSENT
[To be signed by all Contractors Undertaking Work on the Terminal I Southwest Airlines

Improvement (Tenant Project) and covered by the Los Angeles World Airports Project Labor
Agreement.]

Sincerely,

(Contractor Letterhead)

cia Parsons Constructors Inc.
100 West Walnut Street
Pasadena, California 91124
Attn: Jessica Jones

Re: Los Angeles International Airport Project
Labor Agreement - Letter of Assent

Dear Sir:

This is to confirm that (Name of Company) agrees to be a party to and bound by the Los Angeles
International Airport Project Labor Agreement (the "Agreement") as entered into by and
between Parsons Constructors Inc., its successors or assignees, and the Building and
Construction Trades Department, AFL-CIO and other Building and Construction Trades
Councils and signatory unions, dated November 19, 1999, as such agreement may, from time to
time, be amended by the negotiating parties or interpreted pursuant to its terms.

Such obligation to be a party to and bound by this Agreement shall extend to all construction
work undertaken by this Company pursuant to Construction Contract No. _, issued to this
Company for work on the Terminal 1Southwest Airlines Improvement (Tenant Project) . TIlls
Company shall require all its subcontractors, of whatever tier,to be similarly bound for all their
construction work within the Scope of the Agreement by signing an identical Letter of Assent.

(Name of Construction Company)

By:

(Name of Title of Authorized Executive)

Cc: City of Los Angeles, Department of Airports

(Copies of this Letter will be available for inspection or copying on request of the Union).



EXHIBITC

Rate Methodology



RATES AND CHARGES FOR THE USE OF TERMINAL FACILITIES
AT LOS ANGELES INTERNATIONAL AIRPORT

PURSUANT TO THE
LOS ANGELES INTERNATIONAL AIRPORT PASSENGER TERMINAL TARIFF,

AS IT MAY BE AMENDED FROM TIME TO TIME

"AAAC'> shall mean the Airline Airport Affairs Committee.

The following rates and charges methodology for the use of passenger terminals (the
"Termimils") at Los Angeles International Airport (the "Airport") by Aeronautical Users subject
to the Los Angeles International Airport Passenger Terminal Tariff (the "Tariff'), is established
by the City of Los Angeles (the «City")~acting by and through the Board of Airport
Commissioners (the '~Board") ofthe Los Angeles World Airports ("LAWN'), under the City of
Los Angeles City Charter and Administrative Code. §§ 630 et seq,

Section 1. Definitions. As used in this document, the terms identified in this
section shall have the meanings indicated unless the context clearly indicates otherwise.
Additional words and phrases used in this document shall have the meanings set forth in
the Tariff or, if not so set forth, shall have their usual and customary meaning.

"Aeronautical User" shall mean an Airline or any other Person engaged in an activity that
involves, makes possible or is required for the safety of, or is otherwise directly related to, the
operation of aircraft and includes providers of services related directly and substantially to the
movement of passengers, baggage, mail and cargo on the Airport, but does not include any
government or political subdivision thereof or a governmental agency.

"Airline" shall mean an Air Carrier or Foreign Air Carrier as defined in49 U.S.C.
§§ 40102(a)(2) and (a)(21). respectively.

~'Capital Costs" shall mean all capital costs of the Airport, including the following:

(a) Debt service (net of Pl'C's) allocable to bond-funded Capital Improvements.

(b) Debt service coverage allocated in accordance with stated bond covenant
requirements (currently 1.25 for senior debt obligations and 1.15 for subordinate
debt obligations).

(c) Amortization allocable to Capital Improvements funded with airport revenue,
based on the economic life for each Capital Improvement and calculated using an
interest rate set to equal the average all-in cost of Airport debt sold by LA WA
during the calendar year when such Capital Improvement is put in service or, if no
Airport debt was sold, set to equal comparable published average borrowing
costs.



"Capital Improvement" shall mean any improvement or item or related group of items
acquired, purchased, leased or constructed to improve, maintain or develop the Airport, as wen
as any extraordinary or substantial expenditure whose object is to preserve, enhance or protect
the Airport that, in accordance with generally accepted accounting principles consistently
applied, is capitalized by LA WA.

"Common Use Areas." previously referred to as "Joint Use Areas'tunder the Tariff. shall
mean the space in any Terminal designated by the Executive Director be used in common by one
or more Airlines or otherwise benefitting one or more Airlines for operations and include.
without limitation, Common Use Holdrooms, Common Use Ticket Counters, Common Use
Baggage Claim Areas and Common Use Outbound Baggage System Areas.

"Common Use Baggage Claim Areas" shall mean the space in any Terminal (excluding'
the FIS Areas) designated by the Executive Director to be used in common with other Airlines
for the delivery of inbound baggage to amving passengers, including the baggage recheck areas
and the areas where Cornman Use Baggage Claim Systems are located.

"Common Use Baggage Claim System" shall mean equipment that delivers inbound
baggage to arriving passengers.

"Cornmon Use Holdrooms" shall mean the space in any Terminal designated by the
Executive Director to be used in common with other Airlines for passenger holdrooms and gate
areas.

"Common Use Loading Bridge" shall mean a passenger loading bridge and related
equipment owned by LAW A.

HDeplaned Domestic Passengers" shall mean the actual number of passengers, not
including the flight crew, disembarking from a domestic flight at the Terminals and shall include
passengers clearing customs and immigration in the country that his or her flight originated from,
disembarking from an international flight at the Terminals,

"Common Use Outbound Baggage System" shall mean equipment that sorts outbound
baggage for delivery to departing aircraft.

"Common Use Outbound Baggage System Areas" shall mean the space in any Terminal
designated by the Executive Director to be used incommon with other Airlines for thesorting of
outbound baggage for delivery to departing aircraft and includes the areas where Common Use
Outbound Baggage Systems are located.

"Common Use Ticket Counters" shall mean the space in any Terminal designated by the
Executive Director to be used in common with other Airlines for ticket counters and associated
queuing space.
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"Deplaned International Passengers" shall mean the actual number of passengers, not
including the flight crew or passengers clearing customs and immigration in the country that his
or her flight originated from, disembarking from an international flight at the Terminals,

"Enplaned Passengers" shall mean the actual number of passengers, not including the
flight crew or international in-transit passengers, but including both originating and connecting
passengers, embarking on a flight at the 'Terminals.

"Executive Director" shall mean the Executive Director of the Department of Airports of
the City of Los Angeles, California, or his or her designee.

"Fiscal Year" shall mean the twelve (12) month period beginning July 1 of any year and
ending June 30 of the following year or any other period adopted by LAWA for its financial
affairs.· .

"FIS Areas," previously referred to as the "International Joint Use Areas" under the
Tariff, shall mean the space in the Terminals designated by the Executive Director to be used in
common with other Airlines for federal inspection services (including sterile corridors, customs
areas, baggage service areas, customs baggage claim areas, cashier areas, interline baggage
areas, immigration inspection areas, storage areas, locker areas, federal inspection service swing
areas, conference room areas and registration areas), offices for federal agencies) restrooms
included inor adjacent to the foregoing areas, transit lounge space and other in transit facilities
for international passengers.

''New RateMetb.odology·~ shall mean the rate methodology set forth in this document.

«Operations and Maintenance Expenses," previously referred to as "Terminal Expenses"
under the Tariff, shall mean the total operations and maintenance expenses of the Airport.

"Passenger Facility Charges" or "PFC'sn shall mean passenger facility charges remitted
to LAW A under 49 V.S.c. § 40117 and 14 C,F.R. Part 158 as they may be amended from time
to time.

"Person" shall mean a corporation) an association, a partnership, a limited liability
company, an organization, a trust, a natural person, a government or political subdivision thereof
or a governmental agency:

"Public Area" shall mean sidewalks, concourses, corridors, lobbies, passageways,
restroorns, elevators, escalators and other similar space made available by LA WA from time to
time for use by passengers, LA W A and Airline employees and other members of the public, as
designated by the Executive Director.

"Rentable Areg.,'· previously referred to as «Measured Area" under the Tariff, shall mean
any areas in the Terminals that are available for use by Airlines, other Aeronautical Users.
concessionaires or LA WA or other governmental users on an exclusive, common or preferential
use basis, as designated by the Executive Director. Rentable Area does not include any areas
that are located outside the Terminals nor does Rentable Area include any space (such as security
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Section 2. Calculation of Rate and Charges for Airlines.

checkpoints) used by federal governmental agencies (such as Customs and Border Patrol or the
Transportation Security Administration) or local1aw enforcement agencies to carry out their
operations at the Airport.

"Reserve Deposits" shall mean the amounts deposited to funds and accounts for
operations and maintenance reserves. to satisfy debt service reserve requirements, and similar
expense reserves under the terms of any applicable bond. covenants or as required by the Los
Angeles City Charter.

. .
«Terminals" shall mean all of the airline passenger terminals at the Airport except for

Terminal 4 unless and until all Airlines using Tennina14 are subject to the New Rate
Methodology.

"Terminal Airline Support Systems" shall mean an information technology system, used
to allocate terminal resources (gates> stands, ticket counters, baggage carousels, bag sortation
piers, flight information displays) gate information displays, and public address systems) to assist
Airlines with passenger processing. -

"Turn" shall mean the active arrival and departure of an aircraft from a gate (including a
remote gate) and may be measured in halves. The movement of an empty aircraft to or from a
gate shall not constitute half a "Tum."

2.1. Generally.

2.1.1. An Airline using any space or equipment in the Terminals pursuant
to the Tariff shall be subject to the rates and charges set forth in this Section 2.
There are two kinds of rates and charges set forth in this· Section: equalized
charges for all of the Terminals (described in Sections 2.2 through 2.7 below) and
Terminal Special Charges (described in Section 2.8 below), assessed for the use of
certain space or equipment in certain Terminals, for the recovery of certain types of
Capital Costs Of Operations and Maintenance Expenses that are not incurred by
LAW A in all of the Terminals and not recovered from the Airlines through the
equalized rates and charges. Incalculating the Terminal Buildings Requirement.
the FIS Requirement and Terminal Special Charges, as set forth below. LAW A
shall exclude any cost (net of the cost of collection) that (a) has been reimbursed or
covered by government grants or PFC s, (b) has been reimbursed or covered by
any insurance recovery, condemnation proceeds or other third-party payment, or
-(c) has been reimbursed or is required to be reimbursed to LAW A by an individual
Airline under the Tariff in connection with projects undertaken by LA WA at the
request and for the benefit of an individual Airline. Illustrative calculations
displaying how rates and charges will be calculated under this methodology are
attached as Exhibit A through Exhibit G~5.

4
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then currently using space at the Airport with a complete copy of the then proposed
rates and charges, calculated in accordance with this Section 2, for the succeeding
calendar year. The Executive Director shall, upon request by any such Airline,
consult with such Airlines concerning the then proposed rates and charges. No
later than December 1 of each year, the Executive Director shall make any
revisions to the proposed rates and charges as the Executive Director determines,
in his or her sole discretion, to be warranted as a result of consultation with the
Airlines or otherwise, and shall provide written notice to each Airline then
currently using space at the Airport of new rates and charges to be effective on
January 1of the following calendar year; A copy of such written notice shall be
filed with the secretary of the Board.

2.2. Calculation of the TenninaJ Buildings Rate. Each year LA WA shall
calculate the estimated Terminal Buildings Rate for the next calendar year as follows:

2.2.1. The Terminal Buildings Requirement shall be computed as the total
of (i) the Unified Capital Requirement and (ii) the Operations and Maintenance
Requirement.

(a) Calculation of the Unified Capital Reqyirement. Each year
LAWA shall calculate the Unified Capital Requirement by totaling all
budgeted Capital Costs allocable to the Terminals (excluding the FIS
Areas) for the following Calendar year.

(b) Calculation of Operations and Maintenance Requirement.
Each year LA W A shall calculate the Operations and Maintenance
Requirement by totaling the actual Operations and Maintenance Expenses
and Reserve Deposits (if any) allocable to the Terminals (excluding the FIS
Areas) for the immediately preceding Fiscal Year.

The allocation method for Capital Costs and Operations and Maintenance
Expenses. is outlined in attached Appendix 1.

2.2.2. The estimated Terminal Buildings Rate shall then be calculated by
dividing the Terminal Building Requirement by the estimated total amount of
Rentable Area. LA WA may use the actual amount of Rentable Area in the
immediately preceding Fiscal Year in calculating the estimated Terminal Buildings
Rate.

2.3. Calculation of the Frs Rate. Each year LAW A shall calculate the estimated
FIS Rate for the next calendar year as follows:

2.3.1. The estimated Gross FIS Requirement shall be computed as the total
of (i) all budgeted Capital Costs allocable to the FIS Areas for the following .
calendar year and (ii) the actual Operations and Maintenance Expenses and

; :
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Reserve Deposits (if any) allocable to the FIS Areas for the immediately preceding
Fiscal Year.

2.3.2. From the estimated Gross FIS Requirement, LAWA shall deduct the
amounts of any estimated revenue from the rental of space in the FIS Areas to
governmental agencies to yield the Net FIS Requirement.

2.3.3. The estimated FIS Rate shall then be calculated by dividing the Net
FIS Requirement by the estimated total annual number of Deplaned International
Passengers. LA VI'A may use the actual number of Deplaned International
Passengers In the immediately preceding Fiscal Year in calculating the estimated
FIS Rate.

Aircraft Class
1 2 3 4 5 6

A380 747 A340 B757~300 B717 All others
A330 B767 A318 having 100
B777 B787 A319 seats orless
A350 A320

MD-ll A321
1L-96 MD(DC)AlI

B737 !

757-200

2.4. Calculation of Cornmon Use Holdroom Rate. Each year LAW A shall calculate
the estimated Common Use Holdroom Rate for the next calendar year as follows:

2.4.1. The estimated Holdroom Requirement shall be computed as the product of
the Terminal Buildings Rate and the total square footage of all Common Use Holdrooms
in the Terminals.

2.4.2. LA WA shall then calculate six separate Common Use Holdroom Rates for
use of Common Use Holdrooms by the six different classes ofaircraft shown in the table
below.

6
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The charges for use of Connnon Use Holdrooms by aircraft within each of these classes
shall bear the following relativities to each other:

Relative Charge per Tum
Class 1: 3.00x
Class 2: 2.00x
Class 3: 1.50x
Class 4: 1.25x
Class 5: 1.00x
Class 6: O.75x

For tate-setting purposes, the charges per Tum for each of these six classes of aircraft
will be calculated so that expected aggregate Common Use Holdroom charges equal the
Common UseHoldroom Requirement.

2.4.3. New Types of Aircraft. If any Airline begins to serve the Airport with
types of aircraft not shown in the table in Section 2.4.2, LA WA shall provide written
notice ("New Aircraft Notice") to the AAAC to solicit a recommendation from the
MAC as to the proper classification of such new aircraft types for rate-setting purposes.
If the MAC wishes to make such a recommendation, it shall do so in writing within
thirty (30) days following the New Aircraft Notice. LA WA shall consider any such
recommendation and then, in its sole discretion, shall reasonably determine whether to
(a) assign such new aircraft to a new class with a different specified relativity or (b)
include it in one of the existing aircraft classes under Section 2.4.2. LAW A shall provide
'Written notice to the MAC of its determination of how such new aircraftwill be
classified for rate-setting purposes, and thereafter the calculations of relative charges per
Tum under Section 2.4.2 shali reflect any such classification,

2.5. Calculation of Common Use Baggage Claim System Rate. Each year
LA WA shall calculate the estimated Common Use Baggage Claim System Rate for the
next calendar year as follows:

2.5.1. The estimated Common Use Baggage Claim Requirement shall be
computed as the product of the Terminal Buildings Rate and the total square footage of
all Common Use Baggage Claim Areas in the Terminals .

. 2.5.2. The estimated Common Use Baggage Claim System Rate shall then be
calculated by dividing the Baggage Claim Requirement by the estimated total annual
number of Deplaned Domestic Passengers of Airlines using Common Use Baggage
Claim Systems in any of the Terminals. LAW A may use the actual number of Deplaned
Domestic Passengers of Airlines using Common Use Baggage Claim Systems in the
immediately preceding Fiscal Year in calculating the estimated Common Use Baggage
Claim Rate.

7
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2.6. Calculation of Common Use Outbound Baggage System Rate. Each year LA WA
shall calculate the estimated Common Use Outbound Baggage System Rate for the next calendar
year as follows:

2.6.1. The estimated Common Use Outbound Baggage System Requirement
shall be computed as the product of the Terminal BuildingsRate and the total square
footage of all Common Use Outbound Baggage System Areas inthe Terminals, less any
credit for revenue generated by fees imposed under Section 2.6.3.

2.6.2. The estimated Common Use Outbound Baggage System Rate shall then be
calculated by dividing the estimated Common Use Outbound Baggage System
Requirement by the estimated total annual number of Enplaned Passengers of Airlines
using the Common Use Outbound Baggage System Areas in all of the Terminals,
LA WA may use the actual number of Enplaned Passengers of Airlines using the

.Common Use Outbound Baggage System Areas in the immediatelypreceding Fiscal
Year in calculating the estimated Outbound Baggage System Rate. "

2.7.1. The estimated Common Use Ticket Counter Requirement shall be
computed as the product of the Terminal Buildings Rate and the total square footage of
all of the Common Use Ticket Counter space in the Terminals.

2.6.3. LAWA may also establish a reasonable fee to be charged to Airlines that
use a portion of an"outbound baggage system owned or leased by another Airline and pay
a fee for such use to such other Airline and also use baggage make-up devices owned by
LAW A. The revenue, if any! generated by such a fee shall be credited against the
Common Use Outbound Baggage System Requirement calculated under Section 2.6.1.

2.1. Common U5e Ticket Counter Rate. Each year LAW A shall calculate the
estimated Common Use Ticket Counter Rate for all Terminals for the next calendar year as
follows:

2.7.2. The estimated Common Use Ticket Counter Rate shall then be calculated
by dividing the Cornn.lon Use Ticket Counter Requirement by the estimated total annual
number of Enplaned Passengers of Airlines using Common Use Ticket Counters. LAW A
may use the actual number of Enplaned Passengers in the immedi ately preceding Fiscal
Year in calculating the estimated Common Use Ticket Counter Rate. .

2.8. Tenninal Special Charges. There are certain equipment and services that LAW A
provides in some, but not all of the Terminals. Airlines using such equipment or services in
certain Terminals pursuant to the Tariff shall be subject to Terminal Special Charges as follows.
Any Capital Costs or Operations and Maintenance Expenses that are included in the calculations
of Terminal Special Charges shall be excluded from the rates and charges calculated under
Sections 2.2 through 2.7.

8



2.8.1. Custodial Rates. Each year J.--AWAshall calculate estimated Custodial
Rates for the next calendar year as follows:

. 2.8.1.1. The Custodial Requirement shall be calculated by totaling
the following from the immediately preceding Fiscal Year:

(a) the total actual payments by LA WA under service contracts
for janitorial and cleaning services in all Terminals; and .

(b) the total actual cost to LA WA of providing its own
janitorial and cleaning services in all Terminals,

2.8.1.2. The Custodial Requirement shall then be divided by the
total square footage of all areas (whether Public Areas or Rental Areas) for which
LAW A provides janitorial and cleaning services to derive the Average CUstodial
Rate. LA WA shall then calculate four separate Custodial Rates for use of
Common Use Holdrooms, Common Use Ticket Counters, Outbound Baggage
System Areas and Baggage Claim Areas, respectively, by (x) multiplying the total
square footage of each such type of space in all Terminals by the Average
Custodial Rate and then (y) dividing by the following factors:

(a) for Common Use Holdrooms, Enplaned Passengers;

. (b) for Common Use Ticket Counters, Enplaned Passengers;

(c) for Common Use Outbound Baggage System Areas,
Enplaned Passengers; and

(d) for Common Use Baggage Claim Areas, the total of
Deplaned Domestic Passengers.

In making these calculations, LAW A shall only consider the numbers of
passengers using the Common Use facilities that are the subject of these Terminal.
Specific Charges and may use the actual numbers of such passengers in the
immediately preceding Fiscal Year in calculating these rates: .

9
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2.8.2. Outbound Baggage System Maintenance Rate. Each year LA WA
shall calculate the estimated Outbound Baggage System Maintenance Rate for the
next calendar year as follows: '

2.8.2.1. The Outbound Baggage System Maintenance
Requirement shall be calculated by totaling the following actual amounts
from the previous Fiscal Year:

(a) the total actual payments by LA WA under service contracts'
for maintaining and repairing Common' Use Outbound Baggage Systems
in all Terminals; and

(b) the total actual cost to LA W A of maintenance and repair of,
the Common Use Outbound Baggage Systems in all Terminals.

2.8.2.2. The estimated Outbound Baggage System Maintenance
Rate shall then be calculated by dividing the Outbound Baggage System
Maintenance Requirement by the estimated total annual number of Enplaned
Passengers of Airlines using the Cornman Use Outbound Baggage System in
Terminals in which LA WA maintains and repairs the Common Use Outbound
Baggage Systems. LAW A may use the actual numbers of such passengers in the
immediately preceding Fiscal Year in calculating the estimated Outbound
Baggage System Maintenance Rate.

2.8.3. Tenmna1 Airline Support System Rate. Each year LA WA shall
calculate the estimated Terminal Airline Support System Rate for the next calendar
year as follows:

2.8.3.1. The estimated Terminal Airline Support System
Requirement shall be calculated by totaling (a) the prior Fiscal Year's
Operations and Maintenance Expenses allocable to the Airline Support
System and (b) all budgeted Capital Costs allocable to the Airline Support
System and to be paid by LAWA for the next calendar year.

2.8.3.2. The estimated Terminal Airline Support System Rate shall
then be'calculated by dividing the estimated Terminal Airline Support System
Requirement by the estimated total annual number of Enplaned Passengers of
Airlines using the Terminal Airline Support System. LA WA may use the actual
number of Enplaned Passengersof Airlines using the Terminal Airline Support
System in the immediately preceding Fiscal Year in calculating the estimated
Terminal Airline Support System Rate.

10
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2.8.4. Common Use Loading Bridge Rate. Ea9h.yearLAWAshall.
calculate the estimated Common Use Loading Bridge Capital Rate and the
Common Use Loading Bridge O&M Rate for the use of Loading Bridges for the
next calendar year as follows:

2.8.4.1. The Average Common Use Loading Bridge Capital
Requirement shall be calculated by dividing all budgeted Capital Costs
.allocable to Common Use Loading Bridges for the following calendar year
by the total number of Common Use Loading Bridges.

2.8.4.2. The Average Common Use Loading Bridge O&M
Requirement for Common Use Loading Bridges maintained by LAWA shall be
calculated by dividing the prior Fiscal Year's Operations and Maintenance
Expenses allocable to such Common Use Loading Bridges by the totalnumber of
Common Use Loading Bridges maintained by LA WA.

2.8.4.3. The estimated Common Use Loading Bridge Capital Rate
shall be calculated by multiplying the Average Common Use Loading Bridge
Capital Requirement by-the total number of Common Use Loading Bridges and
then dividing by the total annual number of Turns at all of the Common Use
Loading Bridges, so that the capital charges for use of the Common Use Loading
Bridges by each type of aircraft shall bear the relativities to each other set forth in
Section 2.4.2. LAW A may use the actual number of Turns at Common Use
Loading Bridges in the immediately preceding Fiscal Year in calculating the
estimated Common Use Loading Bridge Capital Rate.

2.8.4.4. The estimated Common Use Loading Bridge O&M Rate
for Common Use Loading Bridges maintained by LA WA shall be calculated by
multiplying the Average Common Use Loading Bridge O&M Requirement by the
total number of such Common Use Loading Bridges arid then dividing by the total
annual number ofTums at all such Common Use Loading Bridges, so that the
maintenance charges for use of such Common Use Loading Bridges by each type
of aircraft shall bear the relativities to each other set forth in Section 2.4.2.
LA WA may use the actual number of Turns at such Common Use Loading
Bridges in the immediately preceding Fiscal Year in calculating the estimated
Common Use Loading Bridge O&M Rate.

2.8.5. Future Terminal Special Charges. The Executive Director, subject to
Board approval, may impose additional Terminal Special Charges in similar
circumstances, where LAW A is providing certain specified services or equipment in
some, but not all of the Terminals; provided, however, that any such services or
equipment were first provided by LA WA after December 31, 2012. LAWA shall notify
and consult with the Airlines concerning any proposed new Terminal Special Charges at
least 60 days before LA WA submits any proposed new Terminal Special Charges for
approval by the Board.

11
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2.9. Mid-year Adjustments, Ifit appears to LAW A, on the basis of information it is
able to accumulate during the course of any calendar year, that the estimated expenses
(excluding Operations and Maintenance Expenses and the costs referred to in Sections 2.8.1.1
and 2.8.2.1) or projected levels of Airline activity it has used to calculate the rates and charges
set forth in Section 2 are likely to vary significantly (higher or lower) from actual results) LAW A
may make adjustments to such rates and charges at mid-year or at such other time during the
calendar year (a) as the need for such an adjustment becomes apparent to LAW A or (b) the,
variance between the estimated expenses or projected levels of Airline activity and actual results
is expected to be ten percent (l0%) or more. LAW A shall provide the AAAC with at least thirty
(30) days advance written notice ("Mid-Year Adjustment Noticen) of any adjustments to be ,
made under tbis Section 2.9. The AAAC may, within fifteen (15) days of receipt of the Mid-
Year Adjustment Notice, request a meeting with LA WA to review the information that LAWA
used as the basis for an adjustment under this Section 2.9 and if the MAC does so, -LAW A shall
meet with the AAAC within fifteen (15) days of the AAAC's request.

2.10. Annual Adiustments-td-Actual. Within 180 days after the close of each calendar
year, LAW A shall recalculate the rates and charges as set forth in this Sectign 2 on the basis of
actual expenses (excluding Operations and Maintenance Expenses and the costs referred to in
Sections 2.8.1.1 and 2.8.2.1)~ Airline activity and other factors affecting the prescribed
calculations and shall determine the amount of any overpayment (credit) or underpayment
(deficit) due to or from each Airline. Any resulting credit will be issued to the Airline, and any
resulting debit will be invoiced to and payable by the Airline, as prescribed in the Tariff.

Section 3. Calculation of Rates and Charges for Aeronautical Users other
than Airlines. An Aeronautical User using any space in the Terminals pursuant to the
Tariff shall be subject to the Terminal Buildings Charge described in Section 22.
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Aviation - the Aviation cost center comprises the land and facilities related to air cargo, general
aviation, fixed-base operations, aircraft fueling, aircraft maintenance, in-flight catering, and other
aviation-related services.

Appendixl

Cost Allocation Method

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

Direct Cost Centers

Terminals - the Terminals cost center comprises the land and all passenger terminal buildings
and other related and appurtenant facilities, whether owned, operated, or maintained by LA WA.
Facilities include the passenger terminal buildings located in the central terminal area, .passenger

.terminal buildings located .outside the central terminal area, associated concourses, holdrooms,
passenger tunnels, and all other facilities that are a part of the passenger terminal. buildings.

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

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

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

. ,
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Indirect Cost Centers

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

General AdministraJion - the General Administration cost center includes. the general
administrative and support costs related to providing. maintaining, operating, and.administering
the Airport that cannot be directly allocated to other cost centl?.fs.

. ,

(2) Allocation Methods. Expenses directly attributable to the Terminals, and indirect
Administrative and Access cost center 'expenses are allocated to the Terminals as follows:

(i) Wherever possible, expenses directly attributable to the Terminals are allocated to
the Terminals,

(ii) Expenses attributable to Airport administrative divisions are allocated to the
Terminals cost center based on its proportion of total direct expenses.

(iii)' Expenses directly allocated to the Access cost center are allocated to the
Terminals cost center and all other direct cost centers on the basis of the ratio of land area
by cost center.

14
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EXHIBITD

Rate Agreement



RATE AGREEMENT, .

I(\ 'This RATE AGREEJVIENT (this "Agr~ement") is made and 'entered into as of . . " ,
, \~ d1., »u.by and between THE CITYOFLqS ANGELES'DEPARTMENT, \

OF AIRJ.>ORTS, a municipal corporation ("City"), acting-by order of and through its Board of t
. Airport Commissioners (the "Board"), and ~L\+hl>l4l:.t ttrk,,~:. Go'. ("Airline"). Airline and l

City are collectively referred to as "Parties." Capitalized terms used in this Agreement without' [
definition shall have the meanings given to such terms in the New Rate Methodology (as defined
below).

RECITALS

The Parties hereby acknowledge and agree that theirrespective decisions to enter into
this Agreement are premised on the following recitals: ' . '

A. City is the owner afLos Angeles International Airport (the "Airport") and,
operates the Airport for the promotion, accommodation and development of air commerce and,
air transportation.

. B. City has undertaken construction pro] ects to refurbish and renovate certain
.Terminals at the Airport and expects to continue tomake significant investments in all the
Terminals over the next ten (10) years to improve and modernize the Airport and accommodate
additional passengers, City and Airline desire to communicate regularly on the status of Capital
Improvements to the Terminals.

C, Airline (1) is or will be using space in a.Terminal at the Airport pursuant to the
Los Angeles International Airport Passenger Terminal Tariff (the "Tariff") or eli) is using space
in a Terminal at the Airport pursuant to a lease and desires to have the rates and charges for its
useof Terminal space at the Airport calculated in accordance ....vith this Agreement.

" D, The Board adopted a new methodology (the "New Rate Methodol
calculation of rates and ,charges for the use of Terminal space at the Airport on .c·)1.01B.M~LJ~
20 12~which Board-approved rates and charges methodology is attached to this A
Exh1bitA. '

E. Airline understands that the New Rate Methodology was developed in
anticipation of future Terminal construction projects and is intended as a self-financing
mechanism to recover the costs of constructing, acquiring, operating and maintaining the
Terminals at the Airport.

. .
F. City and Airline desire predictable rates and charges for use of Airport facilities .

. 'G. City and Airline desire to avoid continuing disputes about the methods used to
calculate rates and charges for use of Terminals at the Airport, '

. ~.. -
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: H. City will make this Agreement available to all Airlines that are operating at the
. Airport, and. all Airlines that execute tills Agreement will be «Shll1atory Airlines" under this
Agreement. City will also make this Agreement available to airline consortiums that have been
formed to manage specified Terminal facilities at the Airport and havebeen approved by City for
this purpose, but nothing in this Agreement shall be construed to impose an obligation upon City
to approve any new airline consortiums. . '

AGREEMENT

Nnw T~REFORE; ill consideration of the 'foregoing recitals, and for other good and
valuable consideration.the receipt and sufficiency of which are hereby acknowledged, City and
Airline hereby agree as follows: .

L Tenn. With respect to any Airline; this Agreement shall commence on January 1,2013 if
executed by Airline and delivered to City on or before December 15,2012 and otherwise shall
commence on the first day of the next month beginning no less than sixty (60) days after . ..
execution by Airline and delivery to City. With respect to any approved airline consortium in
existence on December 15,2012 (''Existing Consortium"), tbis Agreement shall commence on
January 1, 2013 if (a) ex.ecuted by the Existing Consortium. and delivered to City on or before
December 15,2012 and also (b) executed by individual airline members of such Existing
Consortium responsible for no less than fifty percent (50%) of the enplaned passengers of all ,
such consortium members at the Airport during fiscal year 2012 and delivered to City 'on or, :
before December 15, 2012. With respect to any airline consortium fanned and approved after
December 15,2012, this Agreement shall commence on the first day of the next month ~
beginning no less than sixty (60) days after execution and delivery to City by such consortium
and one hundred percent (100%) ofthe individual airline members of such consortium. This
Agreement shall terminate-on DecemberJ'l, 2022; provided, however, with respect to any-:
Existing Consortium, if one hundred percent (l00%) of-its individual airline members have not
executed and delivered this Agreement to City by December 31,2013, this Agreement shall
terminate on December 31, 2013.

2. Acceptance. of New Rate Methodology. Airline agrees that to pay charges' for its use of
space in the Terminals calculated in accordance with the New Rate Methodology as modified by
this Agreement and acknowledges that this Agreement constitutes a written agreement with fir
carriers within the meaning 9f49 U.S.C. § 47129(e)(1).

3. .No Change to New Rate Methodology, City agrees that during the Term, City shall use
the New Rate Methodology as modified by this Agreement to calculate Airline's rates and
charges for the use of-Terminal space at theAirport under the Tariff or Airline's lease, as
applicable, and City shall not subject Airline to a different rates and charges methodology for the
use of Terminal space at the Airport during the Term; provided, however, that City may modify.
the New Rate Methodology in a manner generally applicable to all Terminals with the Mitten
consent of Signatory Airlines that are then operating at the Airport, City shall give written notice
and meet with the Signatory Airlines to discuss any such proposed modification, In lieu of
providing written notice to each Signatory Airline, City may provide written notice to the Airline
Airport Affairs Committee ("AAAC") at the Airport City shall provide at least thirty (30) days
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., . .
"witten notice of the meeting and request the mitten consent of the Signatory Airlines to the
proposed modification no less than forty-five (45) days following the meeting. Such consent

. shall be deemed to' have been given if the modification -is approved in writing by a vote of
Signatory Airlines that collectively paid no .less than fifty-one percent (51%) of the total rates.
and charges .paid under the New Rate Methodology by all Signatory Airlines during the
immediately preceding fiscal year, and the Signatory Airlines voting to approve the modification
paid no less than sixty-seven percent (67%) of the total rates and charges paid under the New
Rate.Methodology during the immediately preceding fiscal year by all. Signatory Airlines
participating in the vote, An airline consortium shall not itself participate in such a vote, but the
rates and charges paid by a consortium that is patty to this Agreement shall be' credited
proportionately to any of its members who' are Signatory Airlines and participate in such a. vote.

City and Airline acknowledge that during the T~m questions may inevitably arise about
the application of the New Rate Methodology in new or unforeseen circumstances. They
commit to work together in good faith to resolve any such questions to the satisfaction. of City
and all Signatory Airlines inways that are consistent with the intent of this Agreement and may
not require any' changes to the New Rate Methodology under this Section 3.

4. Tier One Revenue Sharing. City will share the concession, revenues that City derives
from the Terminals at the Airport with all Signatory Airlines in accordance with the following
formulas e'Tier One Reveriue Sharing"), which reduce the otherwise-indicated Terminal
Buildings Requirement and FIS Requirement calculated under the New Rate Methodology.
Airlines that are not signatories to.this Agreement shall not be eligible for Tier One Revenue
Sharing.

i
I
1
i

4.1. Tier One Terminal Buildings Revenue· Sharing.

!,. (a) Commencing with calendar year 2014 (because the Terminal
Buildings Rate for 2013 is fixed under Section 5.1 of this
Agreement), the Terminal Buildings Requirement otherwise
calculated under Section 2.2.1 of the New Rate Methodology for
any given calendar year shall be reduced by the full amount of Tier .
One Terminal Buildings Concession Revenue applicable to that,

.ye ar, The Terminal Buildings Rate (aad all rates derived from it .
under the New Rate Methodology) charged to all Signatory
Airlines, including Airline, shall reflect the fixed rateprescribed for
2013 by SectionSi l and. in subsequent years, the reduction in the
Terminal Buildings Requirement yielded by Tier One Revenue
Sharing.

(b) .For purposes of this secti on, the following definitions shall be used:

"Terminal Buildings Concession Revenue" shall mean an revenue
.:received by City from Terminal Buildings Concessions in the

immediately preceding Fiscal Year. .

- Page 3-
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(li) "Tier One Tenuinal Buildings Concession Revenue" 'shall mean '
.fifty percent (50%) of the amount, if any, of Terminal Buildings
Concession Revenue received by City in the immediately
preceding Fiscal Year that is above the Terminal Buildings
Concession Baseline. '

(iii)
, ,

"Terminal Buildings Concessions" means all concessions 'and ,
concessions management inthe .Terminal Buildings at the Airport,
(other than Tennina14, unless and until all Airlines using Terminal

, 4 become subject to the New Rate Methodology) including, but not
limited to; food and beverage, retail, telecommunications, AlMs,
luggage carts, advertising' and sponsorships, and T~aJ.
commercial management and Terminal media operations. Terminal
Building Concessions do not include' FIS Concessions or parking
and rental car concessions. ,,'

(iv) "TerminarBuildings Concession Baseline" shall mean Sixty-Seven
Million Dollars ($67,000,000) as of July 1,201.1 andas
subsequently adjusted as ofJuly 1,2013 and as of July 1 of each
following year to reflect any changes after June 30, 2011 in the
consumer price index published by the Bureau of Labor Statistics'

, for "all urban consumers" for "all items" for the Los Angeles- '
Riverside-Orange County Area.

,
[ :

4.2. Tier One FIS COn~ession Revenue Sharing.

(a)

(b)

Commencing with calendar year 2016 (because the FIS Rates for 2013,
2014 and 2015 are fixed under Section (j oftbis Agreement), the Gross
FIS Requirement otherwise calculated under Section 2.3,1 of the New
Rate Methodology for any given calendar year shall be reduced by the full
amount' of Tier 'One FIS Concession Revenue applicable to that year. The
FIS Rate charged to all SignatoryAirlines, including Airline, for calendar ,
year 201'6 and subsequent years shall reflect the reduction in the Gross FIS
Requirement yielded by Tier One Concession Revenue Sharing.

For purposes 'oftbis section, the following definitions' shall be used:

(i) '" ''FIS Concessions" means duty free and foreign exchange
concessions at the Airport. FIS Concessions do not include
Terminal Buildings Concessions or parking and rental' car '
concessions.

(ii) "Tier One FIS Concession Revenue" shall mean twenty-five
percent (25%) of.all revenues received by City from FIS
Concessions contracts in the immediately preceding Fiscal Year.
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5. : Signatory Transitional Phase~rn. City 'Irvin phase in the rates and charges calcul~ted under
the New Rate Methodology for all Signatory Airlines, including Airline, by implementing the
following signatory transitional phase-in ("STP'') discounts to the Terminal Buildings Rate and
all rates derived from it under-the New Rate Methodology for each of the calendar years 2013
through 2017:" " "

5;1. The Terminal Buildings Rate shall be Seventy-Five Dollars ($75) for calendar
year 20 13 (when Tier One Revenue Sharing will notyet be ill. effect)..

5.2. The Terminal Buildings Rate calculated pursu'ant to Section 4 of this Agreement
to reflect Tier One Revenue Sharing shall be discounted by twenty percent (20%)
for calendar year"2014.

5.3. The T~nninal Buildings Rate calculated pursuant to Section 4 6fthis Agreement
to reflect Tier One Revenue Sharing shall be discounted by fifteen percent (15%)
for calendar year 20.15.

5.4. The Terminal Buildings Rate calculated pursuant to Section 4 of this Agreement
to reflect Tier One Revenue Sharing shall be discounted by ten percent (10%) for
calendar year 2016. "

5.5. The Terminal Buildings Rate calculated pursuant to Section 4 of this Agreement
" to reflect Tier One Revenue Sharing shall be discounted by five percenf(5%) far

calendar year 2017.
" ,

illustrative calculations displaying how Tier One Revenue Sharing and the STP discounts will
affect the rates and charges otherwise calculated under the New Rate Methodology are attached
to this Agreement as Exhibit B through Exhibit H.

6. Fixed Signatory Frs Rates. For three (3) years City will lower and:fix the FrS Rate
otherwise calculated under Section 2.3 ofthe New Rate Methodology, and all Signatory Airlines,
including Airline, shall be charged the following rates for each Deplaned.International Passenger
for the period from January 1,2013 through December si, 2015 fo~ the use of the FIS Areas:

January i,2013 - December 3 I, 2013:
January 1, 2014 -'D~cember "31,2014:
January 1, 2015 - December 31, 2015: "

$ 8.50
$ 9.50'

, $10.50

"
7. Capped Co~on Use Holdroom Fe~. During any calendar year, City shall not charge
any Signatory Airline, including Airline, cumulative Common Use Holdroom Fees for the use of
a given Common Use Holdroom that exceed the Common Use Holdroom Cap. For purposes of
this Section, "Common Use Holdroom Cap" means, for any given calendar year, the product of" "
(x) th~Terminal Buildings Rate calculated in "accordance with this Agreement for that year and "
(y) the average number of square feet in all Common Use Holdrooms in the Terminals. For
purposes of determining whether a Signatory Airline's cumulative Common Use Holdroom Fees
for a given Common Use Holdroom exceed the Common Use Holdroom Cap, City shall include
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Common Use Holdroom Fees paid by a Signatory Airline for the use of other Common Use
Holdrooms if such Signatory Airline provides written documentation reasonably acceptable to
the Executive Director that the use of such other Common Use, Holdrooms was required in order

, to accommodate the schedule of another airline, on the Common Use Holdroom for which the
, cumulative Co~on Use Holdrooms Fees are being computed. " ,

8. ,Terminal Renewal and Improvement F1.md& Tier Two Revenue Sharing. To provide a
dedicated funding source for future Terminalcapital improvement projects, City shall establish a
Terminal Renewal and Improvement Fund ("TRIF"). '

8.1. Net TernUnal Area Cash Flow., At the end of each calendar year; commencing at
the end of calendar year 2013, the Net Terminal Area Cash Flow shall be deposited-to the TRIF; ,

" provided, however, that the annual deposit of the Net, Terminal 'Area Cash Flow shall not exceed
the Net Terminal Area Cash Flow Cap.. For purposes of this Section, the "Net Terminal Area
Cash Flow" for any calendar year shall mean the difference between, (a) the total revenues
received by City from all sources for use of space in .the Terminals (including Terminal 4) and
(b) the sum of (x) debt service (net ofPFC's) and Operations and Maintenance Expenses
allocable to the Terminals and (y) required Reserve Deposits allocableto the Terminals
(including Termina14) for the immediately preceding Fiscal Year, The "Net Terminal Area
Cash Flow Cap" shall mean One Hundred Twenty-Five Million Dollars ($125,000,000) as of
July 1, 2013 and as adjusted as of July 1of each following year to reflect any changes after July

, 1, :2013 in the consumer price index published by the Bureau of Labor Statistics for "all urban
consumers" for "all items" for the Los Angeles-Riverside-Orange 'County Area. ,If at the end of
any calendar year the NetTerminal Cash Flow exceeds the Net Terminal Cash Flow Cap, fifty
percent (50%) of the funds in excess ofthe Net Terminal Cash Flow Cap shall be deposited to
the Tier Two Revenue SharingFund; the remaining fifty percent (50%) of any such excess funds
shall be deposited to City's revenue fund for City's unrestricted 'use for airport system capital or
operating costs in accordance with applicable law,

8.2., Use'ofTRIF and Tier Two Revenue:Sharing;

(a) TRIP.

(i) The funds in TRlF, if any, shall only be used by City to fund
Capital Improvements in the Terminals unless the Executive Director reasonably
determines, after consultation with the Signatory Airlines (except when exigent
circumstances make such consultation impractical), that funds in TRIP are needed
for other airport purposes (x) as a result of emergencies, including natural
disasters or acts of war, (y) to meet regulatory or security requirements or (z) to'
satisfy bond covenants. The costs of Terminal projects funded by TRlF shall be
amortized over the project's useful life and recovered through future rates and
charges.

, (li), The TRIF Balance at the end of each fiscal year shall not exceed
the TRIP Cap. At the end of each fiscal year, fifty percent (50%) of the funds in
excess of the TRlF Cap shall be deposited to the Tier Two Revenue Sharing
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Fund~'the remaining fifty percent (50%) 'of any such excess fundsshall be
deposited to City's revenue fund for City's umestl·icted use for airport system
capital or operating costs in accordance "With applicable law. For purposes of this
Section, the "TRIP Balance" shall mean the TRIF account balance as of July 1
after depositing the Net Terminal Area Cash Flow pursuant to Section 8,1 of this
Agreement for the immediately preceding fiscal year and including any accrued
interest: The "TRIF Cap" shall mean Five Hundred Willon Dollars
($500,000,000), as of-July 1,,2013 and as adjusted asof July 1 of each following
year to reflect any changes after July 1,2013 in the consumer price index
published by the Bureau of-Labor Statistics for "all urban consumers" for "all
Items" for the Los Angeles-Riverside-Orange County Area,

(bY Tier Two Revenue Sharing Fund Distributions.

(1) Commencing in calendar year 2014 and continuing on an 'annual
basis until the end of the Term, the funds in the Tier Two Revenue Sharing Fund,
if any, shall be distributed among all ~fthe.Signatory Airlines in the fonn of a
credit (the "Tier Two Credit") at the end of each calendar year. TierTwo Credits
can only be used by a Signatory Airline, including Airline, as an offset against
amounts due to City in the following order of priority: first, against any amounts .
due to City on account of Airline's use of Terminal space at the Airport; and
second, against any landing fees due to City on account ofAirline's use of the
airfield at the Airport. Tier Two Credits' will not be issued in cash. Tier Two ._ .
Credits must be used within twelve (12) months after they are issued and expire
immediately if Airline ceases operations at the Airport for any reason other than
the closure of the Airport. The distribution of Tier Two Credits shall be subject to
the eligibility rules set forth below in subsection (ii) and shall be based upon the
ratio of each Signatory Airline's payments of Terminal charges during the
preceding calendar year to all payments of Terminal charges by Signatory
Airlines during the preceding calendar year. The calculation of Tier ,Two Credits

, shall be made after the annual adjustment-to-actual of rates pursuant to Section
2.1~ of the New Rate Methodology.

(ii) Conditions for the Issuance and Use of the Tier Two Credit. To be
eligible to receive a Tier Two Credit, if any, for any given calendar year Airline '
must be operating at the Airport at the time the Tier Two Credits are issued. .
Airline will only be eligible to use Tier Two Credits as offsets against amount due
to City, in 'accordance with Section 8,2(b)(i), if at the time Airline. seeks to use,
such Credits, Airline is not in arrears to City by more than 45 (forty-five) days for .
any outstanding amount due on account of Airline's use ofTenninal space cruse
of the airfield at the Airport for Which City has given Airline notice (and for
purposes ofthis Section 8.2(b)(H), the discharge of a debt in a bankruptcy
proceeding at any time during the preceding two (2) years shall not constitute the
elimination of an arrearage or the payment of any amount to City).

- Page7-



•••• +. ~ 2•.

An illustrative calculation displaying-how Tier Two Revenue Sharing will work 18
attached to this Agreement as Exhibit I. .

9, Terminal Capital Improvements. :

.9,1. Consultation, The MAC; will designate a representative of all Signatory Carriers
(the "Airline Technical Representative") and will meet periodically with City to consult about
the scope and status of Capital Improvements with costs allocable to the Terminals (~'Tenninal
Capital Iinprovements'l. City 'willmeet with the Airline Technical Representative and the ..
Signatory Airlines at least once each year to review Terminal Capital Improvements. The intent
of these meetings is for City and Signatory Airlines to develop a common understanding of
current and future Terminal Capital Improvements based upon reasonably available information,
At each such meeting, City will provide the following: (a) a list arid 'description of each Terminal
Capital Improvement that is planned, designed or in construction ..at the time of the meeting; (b)
the estimated gross project.cost and construction schedule for each Terminal Capital
Improvement; and (c) the anticipated source of funds for each Terminal Capital Improvement;
and (d) the. anticipated impact of each Terminal Capital Improvement on charges to be calculated
in accordance with the New Rate Methodology and this Agreement, as well as any other: .
information provided to the Board about each such Terminal Capital Improvement. City 'will

.give due consideration towritten comments on these subjects provided to City by Signatory
Airlines or the Airline Technical Representative withinthirty (30) days of any such meeting and
will advise theBoard of any such comments when requesting Board action on any Terminal
Capital Improvement that is the subject of such comments.

9.2, Funding Sources. Terminal Capital Improvements may be fundedfrom one or
more of the sources listed below .. City's goal is to achieve a cumulative funding mix consistent
with the targets set forth below for the Terminal Capital Improvements undertaken by City
during the Term of this Agreement. .

Sources of Funds Target
..

• TRIP • ,Up to 30%' of Project costs

• " Airport revenue other than 1'RIF

• Federal grants-in-aid • Where available to pay eligible Projectcosts

• Airport revenue bonds • The balance of Project costs
~

• PFC's • No less than 35% ofPFC-eligible Project
costs, including debt service, subj ect to
availability and FAA approval

Airline acknowledges that the actual mixof sources used to fund Terminal Capital .
Improvements during the Term of this Agreement may vary depending upon, but not limited to,
the following factors: (a) the availability of funds in TRIF and airport revenue accounts;
(b) federal funding levels and Project eligibility; (0) the allowable amounts and uses of Pf'C's;

'. .
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and (d) capital market conditions: City will defer for five years from the date of beneficial
occupancy the collection of any amortization charges associated with the use ofTRIF moneys to
fundnew Terminal Capital Improvements. , ,

. ,

10. Partial Settl ement Agreement. 1£Airline is a party to the 2008 "Partial Settlement
Agreement" or the 2010 "First Amendment" to the Partial Settlement Agreement with City
(collectively, the "PSA") regarding the calculation of 'rates for use of the rom Bradley
International Terminal ("TBIT"). Airline 'acknowledges and agrees that (a) this Agreement is in
complete satisfaction of Sections 1.5(a) and 1.5(c) of the PSA; (b) the STP discounts described
inSection 5 of this Agreement satisfy whatever remaining obligation, if any, City might '
otherwise have to provide the credit outlined in Recital G of the Partial Settlement Agreement
and inRecital D,of the First Amendment; and (c) Recital G and Section 1.3,of the Partial
Settlement.Agreement, and Recital D of the First Amendment, are all null and void, with no
further effect.

11. Letter Agreement. If Airline is a signatory to a fo~m of Letter Agreement approved by
the Board on OCtober 2012008 (Board 'Order No. AO-5108) or May 3, 2010 (Board Order No.
AO-5159), AIrline acknowledges and agrees that the Letter Agreement 'is-terminated effective
January 1,2013 and that the section of the Letter Agreement with the heading "LAXm '
De~ision'~(which is either Section 2 or Section 3 of such Airline's Letter Agreement) is null and
void, with no further effect.' ~

12. Pendrng USDOT Complaints.

12.1. IfAhline is a complainant in Alaska Airlines, inc. v. Los Angeles Worldiirports,
'USDOTDocketNo. OST~2007-27331 ("LAX III"), Airline acknowledges and agrees that its
complaint in such proceeding before the USDOT is moot and consents to its dismissal with
prejudice. ' ' "

13. NO:Challenge to New Rate Methodology. Airline agrees that it will not contest or
challenge, in any forum, the reasonableness or validity of the New Rate Methodology; provided,
however, that Airlinereserves the right to dispute whether the rates' adopted by City for any
given calendar year were calculated inaccordance with the New Rate Methodology and this
Agreement. Any such dispute shall be resolved in a court of competent jurisdiction 'in Los
Angeles County, California unless otherwiseagreed by City. "

12.2. If Airline IS a complainant in Aer Lingus Group PLC v. Los Angeles World
Airports, USDOT Docket No. OST-2007 -28118 ("LAX IV"), Airline 'acknowledges and agrees,
that its complaint in such proceeding before the USDOT does notnow present a significant
dispute within the meaning of 49 U.S.C. § 47129(c)(2) and consents to its,dismissal with
prejudice." '

14. More Favorable Rate Methodology.' If during the Term of this Agreement City adopts a
new Tariff or otherwise makes available to other Airlines an alternative rate methodology that is
m~re favorable than the New Rate Methodology, Airline may, at its option, elect to have its rates
and.charges calculated under such alternative rate methodology rather than in accordance with
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this Agreement; provided, however. that if Airline makes such an election, Airline shalf waive
whatever rights, if any, it might have to Tier One Revenue Sharing, Tier Two Revenue Sharing
and the Transitional Phase-Ill under this Agreement;

15. No Third party Rights Or Obligations. No person or entity not a Party to or expressly
identified as a beneficiary under this Agreement shall have any third-party beneficiary or other
rights under this"Agreement.' ,

16, , Applicable Law, This Agreement shall be governed by, and construed in accordance
with, the laws of the State of California, .

. . .' , .

17. "Venue, Any litigation concerning this Agreement may only be filed in a court of .
competent jurisdiction in Los Angeles County, California.

18. Binding Agreement. This Agreement shall be binding upon the Parties hereto and their
respective successors and assigns, corporate parents, 'subsidiaries and affiliates, and .
representatives, 'including a debtor inpossession, a chapter 11 trustee or a chapter 7 trustee in a
case or cases commenced underl l U,S.C. §§ lor et seq.

19, Headings,' Descriptive headings are used inthis Agreement for convenience only and
. shall not control, limit, amplify or otherwise modify or affect the terms and provisions of this
Agreement or the meaning 'or construction of the terms and provisions of this 'Agreement. .

. . ,

, 20. Multiple Counterparts. This Agreement may be executed in a number of identical
counterparts, each of which for all purposes is deemed an original, and all of which constitute
collectively one agreement. Facsimile signaturesmay be utilized, but original signature pages
must be.provided to the Board. '

21. Sole Agreement. THIS WRITTEN AGREErYrENT REPRESENTS THE FINAL
, AGREEMENT AMONG THE PARTIES 'WITH RESPECT TO THE SUBJECT MATTER. .
HEREOF, AND MAY NOT BE CONTRADICTED BY EVIDENCE OF PRIOR,
CONTEMPORANEOUS OR SUBSEQUENT ORAL AGREEMENTS. THERE ARE NO
~NORALAGREEMENTSAMONGrHEPARTIES.: .



. ". ~

..... '.'" .- ..- .

: IN WITNESS WHEREOF, the parties have executed this" Agreement as of the
day and year first above written,

BY:"-------lUd-ArJ~: ".!...-.!:--~~~./~" _" "_

Printed Name': .. "W "
. Bob Montgomery

Its: Vice President - Al rllO rt Affairs
[)fC' &" "_,2012DATE:

Attest:

QD~By: .~l>r~

Printed Name:

p~~~"B". tkL\G,{;-hl)~

~'(DATE: '0-=-__ , 2012 "

APPROVED AS TO FORM: "
CARME A. UTANICH, City Attorn

'By:

. DATE: __ .-1.!/2.,,=" I---<!L4~rr~--,2012
. I
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EXHlBITA

.'.. ' ..'

RATES AND CHARGES FOR THE USE OF TERMINAL FACn.ITlES
AT LOS ANGELES INTERNATIONAL AIRPORT

PURSUANT TO THE
-LOS ANGELES INTERNATIONAL AIRPORT PASSENGER TERMINAL TARIFF,

AS IT MAY BE Al\1ENDED FROM TIME TO TIME

The following rates and charges methodology for the use of passenger terminals (the
"Tenninals") at Los Angeles International Airport (the 4'Airport") by Aeronautical Users subject
to the Los Angeles International Airport Passenger Terminal Tariff (the "Tariff)): is established
by the City of Los Angeles (the "City"), acting by and through the Board of Airport
Commissioners (the "Board") of the Los Angeles World Airports (''LA WA'~} under the City of
Los Angeles City Chatter and Administrative Code, §§ ?30 et seq.

Section 1. Definitions. As used in this document, the terms identified. in this
section shall have the meanings indicated unless the context clearly indicates otherwise.
Additional words and phrases used in this document shall have the meanings set forth in
the Tariff or. if not so set forth, shall have their usual and customary meaning.

'~AAAC" shall mean the Airline Airport Affairs Committee.

"Aeronautlcal User" shall mean an Airline or any other Person engaged hian activity that
involves, makes possible or is required for the safety of, or is otherwise directly related to, the
operation of aircraft and includes providers of services related directly and substantially to the
movement of passengers) baggage, mail and cargo on the Airport, but does not include any
government or political subdivision thereof or a governmental agency,

<CCapital Costs" shall mean all capital costs of the Airport including the following!

"Airline" shall mean an AJr Carrier or Foreign Air Carrier as defined in 49 U.S.C..
§§ 40102(a)(2) and (&)(21), respectively.

(a) Debt service (net, ofPFC's) allocable to bond-funded Capital Improvements.

(b) Debt service coverage allocated in accordance with stated bond covenant
requirements (currently 1.25 for senior debt obligations and 1.15 for subordinate
debt obligations).

(c) Amortization allocable to CapitalImprovements funded with airport revenue,
based on the economic life for each Capital Improvement and calculated using an
interest rate set to equal the average all-in cost of Allport debt sold by LAWA
during the calendar year when such Capital Improvement isput in service or, if no
Airport debt was sold, set to equal comparable published average borrowing
costs. .
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"Capital Irnp:rov~ment" shall mean any improvement or item or reladd group of ite~s
acquired, purchased. leased or constructed to improve, maintain or develop the Airport, as well
as any extraordinary or substantial expenditure whose object is to preserve, enhance or protect
the Airport that, in accordance with generally accepted accounting principles consistently

- applied, is capitalized by LAWA.

"Common Use Areas," previously referred to as "Jom.t Use Areas'tunder the Tariff, shall
mean the space in any Terminal designated by the. Executive Director be used in common by one
or more Airlines or otherwise benefitting one or more Airlines for operations and include,
without limitation, Common Use Holdrooms, Common Use Ticket Counters, Common Use
Baggage Claim Areas and Common Use Outbound Baggage System Areas.

"Common Use Baggage Chum Areas" shall mean the space in any Terminal (excluding
the FIS Areas) designated by the Executive Director to be used in common with other Airlines
for the delivery of inbound baggage to arriving passengers, including the baggage recheck areas
and the areas where Common Use Baggage Claim Systems are located.

"Common Use Baggage Claim Systemj
, shall mean equipment that delivers inbound

. baggage to arriving passengers.

"Common Use Holdrooms" shall mean the space inany Terminal designated by the
Executive Director to be used in common with other Airlines for passenger holdrooms and gate
areas.

"Common Use Loading Bridge" shan mean a passenger loading bridge and related
equipment owned by LAW A.

"Common Use Outbound Baggage Systeth" shallmean equipment that sorts outbound
baggage for delivery to departing aircraft.

"Deplaned Domestic Passengers" shall mean the .actual number of passengers, not
including the flight crew, disembarking from a domestic flight at the Terminals and shall include
passengers clearing customs and immigration in the country that his or her flight originated from;
disembarking from an international flight at the Terminals.

"Common Use Outbound Baggage System Areas" shall mean the space in any Terminal
designated by the Executive Director to be used in common with other Airlines for the sorting of
·outbound baggage for delivery to departing aircraft and includes the areas where Common Use
Outbound Baggage Systems are located,

"Common Use Ticket Counters" shall mean the space in ally Terminal designated by the
Executive Director to be used in common with other Airlines for ticket counters and associated
queuing space,

2



~'Deplaned Inte~at1onal Passengers" shall mean the actual number of'passengers, not
including the flight crew or passengers clearing customs and immigration in the country that his
or her flight orlginated from, disembarking from an international flight at the Terminals.

i I
"j

('Enplaned Passengers'~ shall mean the actual number ofpaesengers.not including the
flight crew at international in-transit passengers, but including both originating and connecting
passengers, embarking on a flight at the Terminals. .

"Executive Director! shall mean the Executive Director of the Department of Airports of
the City of Las Angeles, California. or his or her designee.

"Fisc;u Yea.r" shall mean the twelve (12) month period beginning July 1 of any year and
ending June 30 of the following year or any other period adopted by LAW A for its financial
affairs.

r .

I" I
I

"FIS Areas," previously referred to as the "International Joint Use Areas' under the
Tariff, shall mean the space in the Terminals designated by the Executive Director to be used in
common with other Airlines for federal inspection services (including sterile corrldorscustoms
areas, baggage service areas, customs baggage claim areas, cashier areas) interline baggage
areas, immigration inspection areas, storage areas, locker areas, federal inspection service swing
areas, conference room areas and registration areas); offices for federal agencies, restrooms
included in or adjacent to the foregoing areas, transit lounge .space and other intransit facilities
for international passengers.

''New Rate Methodology'" shall mean the tate methodology set forth in. this document.

"O!1erations and Maintenance Expenses," previously referred to as "Terminal Expenses"
under the Tariff, shall mean the total operations and maintenance expenses of the Airport

"Passenger Facility Charges" or "PPC's" shall mean passenger facility charges remitted
to LAWA under 49 U.8. C. § 40117 and 14 C.P.R. Part 158 as they may be amended from time
to time.

"Person" shall mean a corporation. an association, a partnership, a limited liability
company, an organization, a trust, a natural person, a government or "political subdivision thereof
or a. governmental agency. .

"Public Area'! shall mean sidewalks, concourses, corridors, lobbies, passageways,
restrooms, elevators, escalators and other similar spece made available by LAWA from time to
time for use by passengers, LAWA and Airline employees and other members of the public, as
designated by theBxecutlve Director.

"Rentable Area," previously referred to as "Measured Area" under the Tariff, shall mean
any areas in the Terminals that are available for use by Airlines, other Aeronautical Users,
concessionaires or LAW A or other governmental users on an exclusive, common or preferential
use basis, as designated by the Executive Director. Rentable Area does not include any areas
that are located outside the Terminals nor does Rentable Area include any space (such as security

3
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checkpoints) used by federal governmental agencies (such as Customs and Border Patrol or the
Transportation Security Administration) or local law enforcement agencies to carry out their
operations at the Airport.

" .. :-"'''' .'.

"I'erminals'tshall mean all of the airline passenger terminals at the Airport except for
Terminal 4 unless and until all Airlines using Terminal 4 are subject to the New Rate
Methodology.

. ,

"Reserve Deposits" shall mean the amounts deposited to funds and accounts for
operations and maintenance reserves, to satisfy debt service reserve requirements, and similar
expense reserves under the terms of any applicable bond covenants or as required by the Los .
Angeles City Charter.

"Terminal Airline Support Systems') shall mean an infonnation technology system, used
to allocate terminal resources (gates, stands, ticket counters, baggage carousels, bag sortation
piers, flight information displays, gate information displays. and public address systems) to assist
Airlines with passenger processing.

"Illin'~shall mean the active arrival and departure of an aircraft from a gate (including a
remote gate) and may be measured in halves. The movement of an empty aircraft to or from a
gate shall not constitute half a "Tum."

Section 2. Calculation of Rate and Charges for Airlines.

2.1. Generally..

2,1,1. An Airline using any space or equipment in the Terminals pursuant
to the Tariff shan be subject to the rates and charges set forth in this Section 2.
There are two kinds of'rates and charges set forth in this Section: equalized
charges for all of the Terminals (described in Sections 2.2 through 2.7 below) and
Terminal Special Charges (described in Section2.8 below), assessed for-the use of
certain space or equipment in certain Terminals, for the recovery of certain types of
Capital Costs or Operations and Maintenance Expenses that are not incurred by
LA WA in all of the Terminals and not recovered from the Airlines through the
equalized rates and charges, In calculating the Terminal Buildings Requirement.
the FIS Requirement and Terminal Special Charges, as set forth below, LA WA
shall exclude any cost (net of the cost of collection) that (a) has been reimbursed 01'
covered by government grants or PFC' s, (b) bas been reimbursed or covered by
any insurance recovery, condemnation proceeds or other third-party payment, or
(c) has been reimbursed or is required to be reimbursed to LAW A by an :individual
Airline under the Tariff in connection with projects undertaken by LAW A at the
request and for the benefit of an individual Airline. Illustrative calculations
displaying how rates and charges will be calculated under this methodology are
attached as Exhibit A through Exhibit G~5.

4

2.1.2. Airline Consultations all Proposed Rates and Charges. No later
than November 1 of each year, the Executive Director shall provide each Airline



then currently using space at the Airport with a complete copy of tbe'ihen proposed
rates and charges, calculated in accordance with this Section 2; for the succeeding
calendar year. The Executive Director shall, upon request by any such Airline,
consult with such Airlines concerning the thenproposed rates and charges. No
later than December 1 of each year, the Executive Director shall make any ,
revisions to the proposed rates and charges as the Executive Director determines,
in his or her sole discretion, to be warranted as a result of consultation with the
Airlines or otherwise, and shall provide written notice to each Airline then
currently using space at the Airport of new rates arid charges to be effective on
JenuaryI of the following calendar year. A copy of such mitten noticeshall be"
filed with the secretary of the Board. "

(a) Calculation ofllie Unified Capital Requirement. Each year
LAW A shall calculate the Unified Capital Requirement by totaling all
budgeted Capital Costs allocable to the Terminals (excluding the FIS
Areas) for the following calendar year,

2.2. Calculation Dfllie TeTIIlinal Buildings Rate, Each year LAW A shall
calculate the estimated Terminal Buildings Rate for the next calendar year as follows:

5

2.2.1. The Terminal Buildings Requirement shan be computed as the total
of (i) the Unified Capital Requirement and (ii) the Operations and Maintenance
Requirement.

(b) Calculation of Operations and Maintenance Requirement.
Each year LA WA shall calculate "the Operations and Maintenance
Requirement by totaling" the actual Operations and Maintenance Expenses
and Reserve Deposits (if any) allocable to the Terminals (excluding the FIS
Areas) for the immediately preceding Fiscal Year.

The allocation method for Capital Costs and Operations and Maintenance
Expenses is outlined in attached Appendix 1.

2.2.2. The estimated Terminal Buildings Rate shall then be calculated by
dividing the Terminal Building Requirement by the estimated total amount of .
Rentable Area. LA WA may use the actual amount of Rentable Area in the
immediately preceding Fiscal Year in calculating the estimated Terminal Buildings
Rate. ".
2.3. Calculatioll of the FIS Rate. Each year LAW A shall calculate the estimated

FIS Rate for the next calendar year as follows: "

2.3.1. The estimated Gross Frs Requirement shall be computed as the total
of (i) all budgeted Capital Costs allocable to the FIS Areas for the following
calendar year and (ii) the actual Operations and Maintenance Expenses and
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Reserve Deposits (if any) allocable to the FIS Areas for the itnrn.ediat~ly preceding
Fiscal Year.

2.3.2. From the estimated Gross FIS Requirement, LAWA shall deduct the
amounts of any estimated revenue from the rental of space in,the FIS Areas to
governmental agencies to yield the Net FIS Requirement.

2.3.3, The estimated FIS Rate shall then be calculated by dividing the Net
FIS Requirement by the estimated total annual number of Deplaned International
Passengers. LA WA may use the actual number of Deplaned International ,
Passengers in the immediately preceding Fiscal Year in calculating the estimated
FISRate.

, '

. 2.4. Qalculation of Cgmmon Use Holdroom Rate. Each year LAWA shall calculate
the estimated Common Use Holdroom Rate for the next calendar year as follows:' .

2.4.1. The estimated Holdroom Requirement shall be computed as the product of
the Terminal Buildings Rate and the total square footage of all Common Use Holdrooms
in the Terminals.

2.4.2. LAW A shall then calculate six separate Common Use Holdroom Rates for
use of Common Use Holdrooms by the six different classes of aircraft shown in the table -
below.

!, .,

Aircraft Class
1 -2 3 4 5 6

A380 747 A340 B7S7-300 -B717 All others
A330 B767 A318 having 100
B777 B787 A319 seats or less
A350 A320

MD-ll A321
IL-96 . MD (DC)A11

B737
757-200

:

6



The charges for use of Common Use Holdrooms by aircraft withindch of 'these classes
shall bear the following relativities to each other:

v,

Relative Charge per Tyrp.
Class 1: . 3.00x
Class 2; 2.00x
Class 3: . 1.50x
Class 4: L25x
Class 5: l.OOx,
Class 6: Q,75x

For rate-setting purposes, the charges per Tum for each of these six classes of aircraft
will he calculated, so that expected aggregate Common Use Holdroom charges equal the
Common Use Holdroom Requirement.

2.4.3: New Types of Aircraft. If'any Airline begins to serve the Airport with
types of akcraftriot shown inthe table in Section 2.4.2, LAW A shall provide written

, notice ("New Aircraft Notice") to the MAC to solicit a recommendation from the
A.AAC as to the proper classification of such new aircraft types for rate-setting purposes,
If the AAAC wishes to make such a recommendation, it shall do so in writing within
thirty (30) days following the New Aircraft Notice. LAWA shall consider any such
recommendation and then, in its sole discretion, shall reasonably determine whether to.
ea) assign such new aircraft to a new class with a different specified relativity or (b) ,
include it in one of the existing aircraft classes under Section 2.4.2. LAWA shall provide
written notice to the MAC of its determination of how such new aircraft will be
classified for rate-setting purposes) and thereafter the calculB:ti~~sof'relative charges per
Turn under Section 2.4:2 shallreffect any such classification,

2.5. Calculation of Common Use Baggage Claim System Rate. Each year
LAWA shall calculate the estimated Common Use Baggage Claim System Rate for the
next calendar year as follows:

. 2.5.1 i The estimated Common Use Baggage Claim Requirement shall be
computed as the product of the Terminal Buildings Rate and the total square footage of
all Common Use Baggage Claim Areas in the Terminals.

, ,2.5.2; The estimated Common Use Baggage Claim System.Rate shall then be
calculated by di~iding the Baggage Claim Requirement by ~e estimated total annual
number of Deplaned Domestic Passengers of Airlines Using Common Use Baggage
Claim Systems 1n any of the Terminals. LAWA may use the actual number of Deplaned
Domestic Passengers of Airlines using Common Use Baggage Claim Systems in the
immediately preceding Fiscal Year incalculating the estimated Common Use Baggage
Claim Rate.

7



... '., .." , -' -.--.-.-~--- ..(~ ..------- - ,----.--,--.'"--.~~..~--.,~ . .;..-..~.- ,.------ .._--, -_." -.. , '., -~ _-------_ _--"--"".'-_ ..,," ..- ..-.,.~-_ ..' .

. ,'.': ".: .. --~ '."', ~~:-+- . " -'. "-.' ..

2.6. Calculation ofCotnmon Use Outbound Baggage System Ratl EachyearLAWA
-shall calculate the estimated Common Use Outbound Baggage System Rate for the next calendar
year as follows:

2.6.1. The estimated Common Use Outbound Baggage System Requirement
-shall be computed as the product of the Terminal Buildings Rate and the total square
footage of all Common Use Outbound Baggage System Areas in the Terminals, less any
credit for revenue generated by fees imposed under Section 2.6.3,

2..6.2. The estimated Common Use Outbound Baggage System Rate shall then be
calculated by. divi ding the estimated Common Use Outbound Baggage System
Requirement by the estimated total annual number of Enplaned Passengers ofAITlihes
using the Common Use Outbound Baggage System Areas in all of the Terminals.
LA WA may use the actual number of Enplaned Passengers of Airlines using the
Common Use Outbound Baggage System Areas in the immediately preceding Fiscal
Year in calculating the estimated Outbound Baggage System Rate.

2.7.1. The estimated Common Use Ticket Counter Requirement shall be
computed as the product of the Terminal Buildings Rate and the total square footage of
all of'the Common Use Ticket Counter space in the Terminals. .

2.6.3. LAWA may also establish a reasonable fee to be charged to Airlines that
use a portion of all outbound baggage system owned or leased by another Airline and pay
a fee for such use to such other Airline and also use baggage make-up devices owned by

-LAW A. The revenue, if any. generated by such a fee shall be credited against the
Common Use Outbound Baggage System Requirement calculated under Section 2,6;1,

2.7. Common Use Ticket Counter Rate. Each year LA WA shall calculate the
estimated Common Use Ticket Counter Rate for all Terminals for the next calendar year as
follows:

2.7.2, The estimated Common Use Ticket Counter Rate shall then be calculated
. by diyiding the Common u se Ticket Counter Requirement by the estimated total annual
number of Enplaned Passengers of Airlines using Common Use Ticket Counters. LA WA
may use the actual number of Enplaned Passengers in the Immediately preceding Fiscal
Year in calculating the estimated Common Use Ticket Counter Rate.

2.8. Tenruna1.Speciai Charges. There are certain equipment and services that LA WA .
provides in some, but not all of the Terminals. Airlines using such equipment or services in. . ,
certain Terminals pursuant to the Tariff shall be subject to Terminal Special Charges ElS follows.
Any Capital Costs or Operations and Maintenance Expenses that are included in the calculations
of Terminal Special Charges shall be excluded from the rates and charges calculated under
Sections 2.2 through 2.7. . -

8
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2.8.1. Custodial Rates. Each year LAW A shall calculate esninated Custodial
Rates for the next calendar year as follows:

2.8.1.1. The Custodial Requirement shall be calculated by totaling
the follow.ing from the immediately preceding Fiscal Year!

(a) the total actual payments by. LAW A under service contracts
forjanitorial and cleaning services in all Terminals; and

(b) the total actual cost to LAW A of providing its own
janltorial and cleaning services inall Terminals.

2.8.1.2. The Custodial Requirement shall then be divided by the
total square footage of all areas (whetherPublic Areas or Rental Areas) for which
LA WA provides janitorial and cleaning services to derive the Average Custodial
Rate. LAW A shall then calculate four separate Custodial Rates for ~e of
Common Use Holdrooms, Common Use Ticket Counters, Outbound Baggage
System Areas and Baggage Claim Areas, respectively. by (x) multiplying the total
square footage of each such type of space in all Terminals by the Average
Custodial Rate and then (y) dividing by the following factors:

!

.J

(a) for Common Use Holdrooms, Enplaned Passengers;

(b) for Common Use Ticket Counters, Enplaned Passengers;

(c) for Common Use Outbound Baggage System Areas.
Enplaned Passengers; and

(d) for Common Use Baggage Claim Areas, the total of
Deplaned Domestic Passengers,

In making these calculations, LAW A shall only consider the numbers of
passengers using the Common Use facilities that are the subject of these Terminal
Specific Charges and may "Usethe actual numbers of such passengers in the
immediately preceding Fiscal Year in calculating these rates.

9



2.8.2,1. The Outbound Baggage System Maintenance
Requirement shall be calculated by totaling the following actual amounts
from the previous Fiscal Year:

2,8.2. OutboundBaggage System Maintenance Rate, Each year LA WA
shall calculate the estimated Outbound Baggage. System Maintenance Rate for the
next calendar year as follows;

(a) the total actual payments by LAWA under service contracts
for maintaining and repairing Common Use Outbound Baggage Systems
in all Terminals; and

(b) the total actual cost to LA W A of maintenance and repair of
the Common Use Outbound Baggage Systems inall Terminals.

': 2.8.2.2, The estimated Outbound Baggage System Maintenance
Rate shall then be calculated by dividing the Outbound Baggage System
Maintenance Requirement by the estimated total annual number of Enplaned
Passengers of Airlines using the Common Use Outbound Baggage System in
Terminals in which LA WA maintains and repairs the Common Use Outbound
Baggage Systems. LA WA may use the actual numbers of such passengers in the
immediately preceding Fiscal Year incalculating the estimated Outbound
Baggage System Maintenance Rate.

2,8.3. Tenninal Airline Support System Rate. Each year LA WA shall
calculate the estimated Terminal Airline Support System Rate for the next calendar
year as follows:

2,8.3.1. The estimated Terminal Airline Support System
Requirement shall be calculated by totaling (a) the prior Fiscal Year's
Operations and Maintenance Expenses allocable to the Airline Support '
System and (b) all budgeted Capital Costs allocable to the Airline Support
System and to be paid by LAWAfOl: the next calendar year.

2.8.3.2. The estimated Terminal Airline Support System Rate shall
then be calculated by dividing the estimated Terminal Airline Support System
Requirement by the estimated total annual number of Enplaned Passengers of
Airlines using- the Terminal Airline Support System. LAW A may use the actual
number of Enplaned Passengers of Airlines using the Terminal Airline Support'
System in the immediatelypreceding Fiscal Year in.calculating the estimated
Terminal Airline support System Rate,

10
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2.8.4. Common Use Loading Bridge Rate. Each year LAW A shall
calculate the estimated Common Use Loading Bridge Capital Rate and the
Common Use Loading Bridge O&M Rate for the use of Loading Bridges for the
next 'calendar year as follows:

2.8.4.1. The Average Common Use Loading Bridge Capital
Requirement shall he calculated by dividing all budgeted Capital Costs
allocable to Common Use Loading Bridges for the following calendar year
by the total number of Common Use Loading Bridges .

. 2.8.4.2. The Average Common Use Loading Bridge O&M
Requirement for Common Use Loading Bridges maintained by LA WA shall be
calculated by dividing the prior Fiscal Year Is Operations and Maintenance
Expenses allocable to such Common Use Loading Bridges by the total number of
Common Use Loading Bridges maintained by LA WA.

2.8.4.3. The estimated COJn1llOnUse Loading Bridge Capital Rate
shall be calculated by multiplying the A verage Common Use Loading Bridge
Capital Requirement by the total number of Common Use Loading Bridges and
then dividing by the total annual number of Turns at all of the Common Use
Loading Bridges, so that the capital charges for USe of the Common. Use Loading
Bridges by each type of aircraft shall bear the relativities to each other set forth in
Section 2.4.2. LAWA may use the actual number ofTums at Common Use
Loading Bridges in the immediately preceding Fiscal Year in calculating the
estimated Common Use Loading Bridge Capital Rate.

2.8.4.4; The estimated Common Use Loading Bridge O&M Rate
for Common Use Loading Bridges maintained by LA WA shall be calculated by
multiplying the AVerage CO!l1J11onUse Loading Bridge O&M Requirement by the
total number of such C0.IIUl10nUse Loading Bridges and then dividing by the total
annual number of Turns at all such Common Use Loading Bridges, so that the
maintenance charges for use of such Common Use Loading Bridges by each type
of aircraft shall beat the relativities to each other set forth in Section 2.4.2,
LAW A may use the actual number of Turns at such Common Use Loading
Bridges in the immediately preceding Fiscal Year in calculating the estimated
Common Use Loading Bridge O&M Rate. ' .

2.8.5. future Tenninal Special Charges. The Executive Director, subject to
Board approval, may impose additional Terminal Special Charges in similar
circumstances, where LA WA is providing certain specified services or equipment in
some, but not all of the Terminals; provided, however, that any such Services or
equipment were first provided by LA WA after December 31, 2012. LAWA shall notify
and consult with the Airlines concerning any proposed new Terminal Special Charges at
least 60 days before LA WA submits any proposed new Terminal Special Charges for
approval by the Board.

11



-- 2.9. Mid-year Adiustments. Ifit appears to LAWA~ on the basis dfinfonnation it is
able to accumulate during thecourse of any calendar year, that the estimated expenses ,
(excluding Operations and Maintenance Expenses and the costs referred to in Sections 2.S.1.1·
and 2.8.2:1) or projected levels of Airline activity it has used to calculate the rates and charges
set forth in Section 2 are likely to vary significantly (higher or lower) from actual results, LA WA
may make adjustments to such rates and charges at mid-year or at such other time during the
calendar year (a) as the need for such an adjustment becomes apparent to LAWA or (b) the
variance between tbe estimated expenses or projected. levels otAirline activity and actual results
is expected to be ten percent (10%) or more. LAWA shall provide the MAC with at least thirty
(30) days advance written notice ("Mid-Year Adiustment Notice!') of any adjustments to be
made under this Section 2,9. The AAAC may, within fifteen (15) days of receipt of the Mid~'_
Year Adjustment Notice, request a meeting with LAWA to review the information ;thatLAWA
used as the basis for anadjustment under this Section 2.9 and if the AAAC does ~(I~ LAWA shall
meet with. the AAAC within fifteen (15) days of the MACs request. .

2.1O. Annual Adiustments-tc-Actual, Within 180 days after the close of each calendar
year. LAWA shall recalculate the rates and charges as set forth in this Section 2 on the basis of
actual expenses (excluding Operations and Maintenance Expenses and the costs referred to in
Sections 2.8.1.1 and 2.8,2,1), Airline activity and other factors affecting the prescribed
calculations and shall determine the amount of any overpayment (credit) or underpayment
(deficit) due to or from each Airline; Any resulting credit will be issued to the Airline, and any
resulting debit will be invoiced to and payable by the Airline, as prescribed in the Tariff. .

Seetion ~. Calculfttion of Rates and Charges for A~rona~tical Users {Ither
,than Airlines. .An Aeronautical User using any space in the Terminals pursuant to the
Tariff shall be subject to the Terminal Buildings Charge described i~ Section 2.2,

i
J
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Appendix 1

EXHIBIT A

Terminals - the Terminals cost center comprises the land and all passenger terminal buildings
and other related and appurtenant facilities, whether owned. operated, or maintained by LAW A .
Facilitiesinclude the passenger terminal buildings located inthe central terminal areapassenger
terminal buildings located outside the central terminal area, associated. concourses, holdrooms, .
passenger tunnels, and all other facilities that are a part of the passenger terminal buildings.

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

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

Cost Allocation Method

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

Direct Cost Centers

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

Commercial- the Commercial cost center comprises the land and facilities not located in the
Terminal cost centers E\11dthat are provided for nonaeronautical commercial and industrial,
activities, including public automobile parking; car rental service centers, golf courses, the
Theme Building, and the Proud Bird restaurant.



...... ;-:

Indirect Cost Centers
. -

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

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

(2) Allocation Methods. Expenses directly attributable to the Terminals, and indirect
Administrative and Access cost center expenses are allocated to the Terminals as follows:

(i) Wherever possible, expenses directly attributable to the Terminals are allocated to
the Terminals.

(ii) Expenses attributable to Airport administrative divisions are allocated to the
Terminals cost center based on its proportion of tot a! direct expenses,

(iii) Expenses directly allocated to the Access cost center are allocated to' -the
Terminals cost center and all other direct cost centers 011 the basis of the ratio ofland area
by cost center,

14
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Terminal Butldlngs Rate (a)
Tlines: Common l,.IseHoldroorn Space [square feet}

Holdroorn Requirement (b)
Divided by: Estimated Turns (weighted by aircraft class) (c)

Common Use Holdroom Rate (per full turn)

$124.23
268,000

$33,300,0~)Q
117,300

$283.89

Exhibit C

COMMON USEHOlDROOM RATE
Illustrative Calculation pursuant to the New Rate Methodology

los Angeles International Airport
Calendar year

Hypothetical
Year

Common Use Holdroom Rates (per full turn) (by aircraft class): (c)
Weighted

Common Use Relative charge Common Use

Class Holdroom Rate per turn Holdroom Rate
[AI fB] I~A"81

1 $2g3.89 3.00 $851.67
2 $283.89 2.00 $567.78
3 $283.89 1.50 $425.84
4 $283.89 1.25 $354.86
5 $283.89 1.00 $283.89
6 $283.89 0.]5 $212.92

Note: The results shown above are not projections.
(a) See illustratlve Exhibit A.
(b). See Section 2.4.1 of the New Rate Metho.dology.
(e) See Section 2.4.2 of the New Rate Methodology.

Expected use of Common Use Holdroorns (by alrcraft class)

Relative charge Illustrative tu rnS

Class lUustratlve turns per turn . (weighted)

1 1,500 3.00 4,500
: 2 6,000 2;00 12,000

3 14,800 1.50 n,200
4 1,100 1,25 1,400

5 74,500 1.00 74,500
6 3,600 0.75 2,700

101,500 117,300
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Exhibit G-1

CUSTODIAL RATES
illustrative Calculation pursuant to the Tariff

Los Aageles International Airport
Calendar yea r

Hypothetl cal

Year

CALCULATION OFTHE AVERAGE CUSTODIAL RATE
Payments by LAWA under service contracts
Cost to LAWA of providing Janitorial services

Custodial Requirement (a)
Divided by: Terminal Bulidlng space receiving lAWA CustodIal (b)

Average Custodial Rate

$3,885,000
31,683,000

$35,568,000
1,755,000

$20.26

CALCULATION OF THE CUSTODIAL RATES
Common Use Areas

Outbound'

Ticket Baggage Baggage Claim

Holdrooms Counters S:rstem Areas Areas

Average Custodial Rate $20,26 $20.26 $20,26 $20.26
Space 268,000 17,000 152,000 76,000

$5,428,000 $344,000 $3,Oi9,OOO $1,539,000
Passenge rs (c) 14,247,000 5,606,000 10,594,000 9,192,000

CustodIal Rate (per enpl./depl. passenger) $0.38 $0.06 $(l.29 $0.17

Note: The results shown above are not proJections.
(a) See Section 2.B.1 of the New Rate Methodqlogy.
(b) Terminal Building space receiving LAWA UJstodlal:

Common Use Holdrooms
Common Use Ticket Counters
Common Use OUtbound Baggage System Areas
Common Use Baggage Claim Areas

Common Use Areas
Public· Areas

se ft

26B,OOO
17,000

152,000
76,000

513,000
1,2.43,000

1,756,000Terminal Building space receiving LAWA custodial

(e) only passengers on airlines us!ng the specified Common U·se Areas.
Holdroorns: Enplaned passengers In Terminals 1, 2,3 and TBIT.
Ticket Counters: Enplaned passengers InTermlna12 (excluding Hawailan and Air Canada) and TBIY.
Outbound Baggage ~ystem Areas: Enplaned passengers In Terminals 1, 2 and 3.
Baggage Claim Area~: Deplaned passengers In Terminals 1,2. (non-FrS) and 3.

....;: ",
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Exhibit G-4

LOADING BRIDGE RATE - MAINTENANCE
.lllustratlve Calculation pursuant to the Tariff

Los Angeles International Airport
Calendar year

LOADING BRIDGE RATE,- MAINTENANCE (a)
O&M Expenses of LAWA-maintained loading br1dges
Divided by:. Number of LAWA-maintalned loading bridges (b)

Loading Bridge Maintenance Charge (per bridge) (cl
Divided by: Estimated annual turns [per bridge) (weighted)

Loading Bridge Maintenance Rate (per full turn) (d)

Loading Bridge Maintenance Rates (per full turn) (by alrcraft class): [e}
Loading

Brldge

Maintenance
Class

Relative

charge per
turn

Hypothetical
Year

$40,000
2,147

$18.63

Weighted
loading

Bridge Caf)ltal
Rate

1
2
3
4
5
6

[A]

$18.63
$18.63
$18.63
$18.63
$18,63
$18,63

[81
3.00
2.00
1.50
1.25
1.00
0.75

[oA"B]

$55.89
$37.26
$27.95
$23.29
$18.63
$13.97

Note: The results shown above are not projections.
{al See SectIon 2.8:4 of the New Rate Methodology.
(b) All bridges in Terminals 1, 2 and 3, and 6 bridges In Terminal 6.
(c) Per-bridge charge levied to airlines using preferential-use holdrooms,
(d) Per-turn rate levied to airlines using Common Use Holdroorns .
.(e) We),ghtlng by aircraft class matches the weighting of Common Use Holdroom Rates.

Expected use of Common Use Holdrooms {by aircraft class]:
Relative illustrative

illustrative charge per turns
Maintenance: Class turns turn (weighted)

1 400 3.00 1,200
2 1,600 2.00 . 3,200
3 5,~00 1.50 8,100
4 1,500 1.25 1,900
5 75,200 1.00 75,200
6 3,600 0.75 2,700

87,700
Divided by: Number of LAWA-maintained loadlng bridges

Estimated annual turns (per bridge) (weighted)

92,300
43

2,147
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Exhlblt G-5

LOADINGBRIDGE RATE·· CAPITAL
illustrative CalculatIon pursuant totha Tariff

Los Angeles International Airport
Calendar year

LOADING BRIDGE RATE - CAPITAL {a}
CapIta! costs of LAWA-owned loading bridges
Divlded by: Number oflAWA-owned loading bridges (b)

LoadIng Bridge CapItal Charge (per.bridge) (e)
D.lvlded by: Estimated .annual turns (per bridge} {weighted}

loading Bridge Capital Rate (per full turn) (d)

Loading Bridge capItal Rates (per ft.lllturn) (by aircraft class): (e)

Class

Loading
Bridge Capital

Rate

Relative
charge per

turn

1
2·
3
4
5
6

[A/

$10.35
$10.35
$10.35
$10.35
$10.35
$10,35

raj
3.00
2.00
1.50
1.25
1.00
0.75

Note: The results shownabove arenot proJections.

Hypot hetlcal

Year

$1,409,000
86

$16,000
1,547.

$10.35

Weighted
Loading

BrIdge Capital
Rate
["A*1I1

$31.05
$20.70
$15,53
$12.94
$10.3S

$7.76

(a) See Section 2.8.4 of the New Rate Methodology.
(b) All bridges in Terminals I, 2,3,6 and TBIT (lndudlng remote gates).
(e) Per-bridge charge levied to airlines using preferential-use hcldrooms.
(d) Per-turn rate levied to alrl1nes using Common Use Holdroorns,
{el WeIghting by aircraft class matches the weighting of Common Use Holdrcom Rates .

.Expected use of Common Use' Holdrooms {by alrcraft-class):
Relative

charge per
tUrn

illustrative
CapItal: Class turns (weighted)

1 1,500 3.00
~ 2 6,000 2.00

3 14,800 '1.50
4 1,100 1.25
5 85,900 .1.00
6 8,800 0.75

118,100
Divided by: Number of LAWA-malntained loading br1dges

Estimated annual tums'(per bridge) (weighted)

illustrative
turns

4,500
12,000
22,200

1,400
85,900
7,000

133,000
86

1,547
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ExhIbIt 0

COMMON USEHOLDROOM RATE
Illustrative Calculation pursuant to tlie Rate Agreement

Los Angeles international Airport
Calendar year

Hypothetical
Year

Signatory Airline Terminal Buildings Rate (a)
Times: Common Use Holdroom Space (square feet)

Holdroom Requirement (b)
Divided by: Estimated Turns (weighted by aircraft class) (c)

. .
common Use Holdroorn Rate (per full turn)

$105.28
268,000

$28,220,000
117,300

$240.58

Common Use Holdroorn Rates (per full turn) .(by aircraft class): (c)
Welghted

. Common Use Relative charse common Use

Class Holdroom Rate per turn Holdroom Rate
[A] [BJ [=A*Bj

1 $240.58 3.00 $721.74
2 $240.58 2.00 $481.16
3 . $240.58 1.50 $360.87
4 . $240.58 1.25 $300.73
5 $240.58 1.00 $240.58
6 $240.58 . 0.75 $180.44

Note: The results shown ~bove are not projections.
(a) See Illustrattve E)(hiblt B.
(b) SeeSection 2.4.1 of the New Ra~eMethodology.
(c) See Section 2.4.2 of the New Rate Methodology.

E)(pected use of Common Use Holdromns (9Y aircraft class)

Relative charge IIIustratlve tu rns

Class Illustrative turns perturn (weighted)

1 1,500 3.00 4,500
2 6;000 2.00 12,000
3 14,800 1.50 22,200
4 1,100 1.25 '1,400
5 74,500 1.00 7~,500

. 6. 3,600 . 0.75 2,700

191/500 117/300
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Exnlb~t I

DEPOSIT TOTRIF AND·
TIER TWO REVENUE SHARING FUND DISTRIBUTIONS

lllustratlve Calculation pursuant to the Rate Agreement
Los Angeles International Airport

Calendar year

Total Revenues In the Termlnals

Less: Debt service "
Less: Operations arid Malntenance Expenses
Less: Required Depostts "

NetTermina\.Cash Flow

TRW Dep~si~
NetTermlnal Cash Flow Cap

-Annual deposit to TRIF

TRIF Balance -
TRIP Cap
TRIF Balance

Amount in excess ofTRlF"Cap

Tier Two Reven"us Sharing Deposit"

Tie-rTwo Revenue Sharing Distribution

Total terminal-

(AJ

[B]

[C~A<B, then A, otherwlse BI

[D1

lEI

[SO%xF]

Relative share of

Hypothetical

Year

$500,000,000

{$58,000,OOO)
"(276,000{000)

(2,100{000)

(336,100{000l

$163,900,000

$125,000,000
125,000;000

$500,000,000
520,000,000

$20,000,000

$10,000,000

area revenues terminal-area revenues Tier Two CreditsAirlirie (a)

Airline 1 "
Airline 2
Alrllne 3
Airline 4
AlrUne5

$30,000,000
20,OOO{000
10{000{000

5,000,000 "
1{000,000

$6!5,OOO,000

Note: The results shown above are not projections.
(a)" Only for alrilnes Signatory to the Rate Agreement.

45_5%
30.3%
15.2%

7.6%
1.5%

100.0%

$4{500,000
3,000,000

"1{500{000 -.
800,OQO
200,000

$10,000,000



EXHIBITE

Interim Tl Scheduling Protocols



"Active Periods" shall mean the periods of time when the Gate is in use for Active
Loading and Active Unloading aircraft operations.

Interim Tl Scheduling Protocols

Definitions.

The following terms have the meanings specified below.

"Active Loading" shall mean that period oftime that commences (a) 30 minutes prior to
the scheduled departure time for aircraft having a number of seats equal to or less than
99, (b) 45 minutes prior to the scheduled departure time for aircraft having 100 seats or
more but less than 175 seats, (c) 60 minutes prior to the scheduled departure time for
aircraft, having 175 seats or more, and that expires, regardless of aircraft size, 15 minutes
after the scheduled departure time of the aircraft, or as such definition may be amended
£rom time to time by the Executive Director in his or her sale discretion.

"Active Unloading" shall mean that period of time that commences 15 minutes prior to
the scheduled arrival time of an aircraft and expires (a) 30 minutes after the scheduled
arrival time for an aircraft having a number of seats equal to or less than 99, (b) 45
minutes after the scheduled arrival time for an aircraft having a number of seats equal to
or between 100 and 174, or (c) 60 minutes after the scheduled arrival time for an aircraft
having a number or seats equal to or greater than 175, or as such definition may be
amended from time to time by the Executive Director in his or her sole discretion.

"Departing Seats" shall mean the actual number of available seats on a Departing Flight.

''Departing Flight" shall mean a scheduled revenue aircraft operation Actively Loaded at
. the Terminal that takes off at the Airport.

A. For purposes of implementing the provisions under the Agreement regarding
conversion of the Preferential-Use Gates to Common-Use Gates while the Interim
Scheduling Protocols are in effect, the Minimum Utilization Requirement shall
include the following two components:

"Non-Active Periods" shall mean the periods of time when Gate is not in use for Active
Loading and Active Unloading aircraft operations.

"Utilization Measurement Period" shall mean either (i) a consecutive six (6) month
period or (ii) a consecutive twelve (12) month period, as determined by the Executive
Director in his or her sole discretion.

Minimum Utilization Requirement.



I) the number Southwest gates in TI shall be 12, unless (i) the number of gates is
reduced in which case the number of gates for purposes of determining whether
the Tenant has met the Minimum Utilization Requirement shall be reduced by the
number of gates that have been converted, or (ii) the parties mutually agree to the
reduction in the number of gates;

1) The Minimum Performance Level for the average number of Departing Flights
per gate per day during a Utilization Measurement Period.

2) The Minimum Performance Level for the average number of Departing Seats per
gate per day during a Utilization Measurement Period.

B. LAW A shall find that the Tenant has failed to meet the Minimum Utilization
Requirement if, during any Utilization Measurement Period, the Tenant does not
exceed the Minimum Performance Level for at least one of the two components of the
Minimum Utilization Requirement and is not projected by the Landlord to exceed
such Minimum Performance Level for the then forthcoming six (6) months based on
public ally available published schedules.

Minimum Performance Levels.

A. For calendar year 2012 the Minimum Performance Levels are as follows:

1) Average number of Departing Flights per gate per day: 6.0 Departing Flights

2) Average number of Departing Seats per gate per day: 824 Departing Seats

B. For the purpose of determining whether the Tenant has met the Minimum Utilization
Requirement:

2) the Landlord shall exclude Departing Flights and Departing Seats in other
terminals;

3) the Landlord shall include, in calculating the number of Tenant's Departing
Flights and Departing Seats, handled airlines, accommodated Requesting Airlines,
alliance partner airlines, codeshare airlines, and the Tenant's Landlord-approved
subtenants; and

4) for the purpose of calculating average Departing Flights, the Landlord will
discount the value of the contribution of Departing Flights (i) for aircraft having
66 seats or more but less than 110 by fifty percent (50%) and (ii) for aircraft
having less than 66 seats by seventy-five percent (75%).

C. The Minimum Performance Levels for Departing Flights and Departing Seats shall
automatically adjust on an annual basis proportional to the change in total passengers



using the Airport with calendar year 2012 as the base year. The annual adjustment
will occur each January 1 based on the total passengers using the Airport in the
immediately preceding year.



EXHmITF

Child Support Assignment Orders



LOS ANGELES ADMlNlSTRATIVE CODE
Div. 10, Ch. 1, Art. 1

CHILD SUPPORT

Sec. 10.10. Child Support Assignment Orders.

a.. Deflnitions.

1. Awarding Authority means a subordinate or
.component entity or person of the City (such as a
City department or Board of Ccmmiaaioners)
that lias the authority to enter into a contract or
agreement for the provision of goods or services
on behalf of the City of Los Angeles.

2. Contract means any agreement, franchise,
lease or concession including ali agreement for
any occasional professional or technical personal
services, the performance of any work. or service,
the provision of any materials or supplies, or the
rendering of any service to the City of Los
Angeles or to the-public which is let, awarded or
entered into with. or on behalf ot; the City of Los
Angeles or any awarding authority thereof.

3. Contractor means any p6TSOU, finn,
corporation, partnership or any combination
thereof which submits a bid or proposal Or enters
into a contract with any awarding authority of
the City of Los Angeles.

4. Subcontractor means any person, finn,
corporation, partnership or any combination
thereof who enters into a contract with a
contractor to perform or provide a portion of any
contract with the City.

5. Principal Owner means any person who
O'NllS an interest of 10 percent or more in a
contractor or subcontractor as defined herein.

b. Mandatory Contract Provisions.

Every contract that is letawarded or entered
into with or 011 behalf of the City of Los Angeles
shall contain a provision obligating the contractor or
subcontractor to ·fully comply with all applicable
State and Federal employment reporting requirements
for the contractor or subcontractor's employees. The
contractor or subcontractor will also be required to
certify that the principal owner(s) thereof are in
compliance with any Wage and Earnings Assignment
Orders arid Notices of Assignment applicable to them

personally, that the contractor or subcontractor will
fully comply with all lawfully served Wage and
Earnings Assignment Orders and Notices of
Assignments in accordance with California Family
Code §§ 5230 et seq. and that the contractor or
subcontractor will maintain such compliance
throughout the term of the contract.

Failure of a contractor or subcontractor to
comply with all applicable reporting requirements or
to implement lawfully served Wage and Earnings
Assignments or Notices of Assignment or failure of
the principal owneqs) to comply with any Wage and
Earnings Assignments or Notices of Assignment
applicable to them personally shall constitute a
default under the contract. Failure of the contractor
or subcontractor or-principal owner thereof to cure

.the ·default within 90 days of notice of such default
by the City shall subject the contract to termination.

c. Notice to Bidders.

Each awarding authority shall be responsible
for giving notice of the provisions of this ordinance
to those who bid on, or submit proposals for,
prospective contracts with the City.

d. Current Contractor Compliance.

Within 30 days of the operative date of this
ordinance, the City,. through its operating
departments, shall serve upon existing contractors a
written request that they and theirsuboontractors (if
any) comply with all applicable State and Federal
employment reporting requirements for the contractor
and subcontractor's employees, that they certify that
the principal owner(s) of the contractor and any
subcontractor are in compliance with any Wage and
Earnings Assignment Orders . and Notices of
Assignment applicable to them personally, that the
contractor and subcontractor will fully comply with
all lawfully served Wage and Earnings Assignment
Orders and Notices. of Assignmentatn accordance
with California Family Code§ §5230 et seq. and that
the contractor and subcontractor will maintain such
compliance throughout the term of the contract.

e. City's Compliance with California Family Code.

CHILD SUPPORT
1

.' -:



The City shall maintain its compliance with
the provisions of California Family Code §§ 5230 et
seq. and all other applicable law regarding its
obligations as an employer to implement lawfully
served Wage and Earnings Assignments and Notices
of Assignment:

L The City shall maintain its current practice of
assisting the District Attorney's support
enforcement activities by annually reporting to
the Los Angeles County District Attorney the
names of all of its employees and retirees so that
the District Attorney may identify those
employees and retirees subject to Wage and
Earnings Assignment Orders and Notices of
Assignment and may establish court orders for
support, where appropriate, Should the District
Attorney so request it, the City will provide such
information on a more frequent basis,

f. Report of Employees' Names to District Attorney,

2. All applicants for employment with the City
of Los Angeles win be asked to acknowledge
their responsibility to comply with any court
ordered support obligations and will be advised
of the Chis practice of assisting the District
Attorney as described in the provisions of
Subsection £1., above.

SECTION mSTORY

Added by Ord. NQ. 172,401, Elf. 2-1$-99.

2
CHILD suPPORt



City of Los Angeles

CERTIFICATION OF COMPLIANCE WITH CHILD SUPPORT OBLIGATIONS

This Document must be returned with the Contract/Lease/ Agreement

The undersigned hereby agrees that SG lJ-+l,-, Q 5+ 1+t r {\'D e 5 will:
(Name of Business)

1. Fully comply with all applicable State and Federal reporting requirements for its
employees.

2. Fully comply with and implement all lawfully served Wage and Earnings Assignment
Orders and Notices of Assignment.

3. Certify that the principal ownens) ofthe business are in compliance with any Wage and
Earnings Assignment Orders and Notices of Assignment applicable to them personally.

4. Certify that the business will maintain such compliance throughout the term of the
contract.

I declare under penalty of peljury that the foregoing is true and correct. Executed this_
,,- \ "dayof j(...(\ ,20e--_at_O~c.. .....t\~~"-,,S~ _

City/County State

56'CJ..:f~UJ~st ,4--'Ir\;"e.i 270?- f.,..Q\J'Z 1=~g,\cf\ Or
Name of Business Address 0 c, \ \ ~s \ \ -;Z 7 S- ;L 3 S-

J ..
Title Telephone Number

CHILD SUPPORT
ORDINANCB

:':' : .. ". ' ..
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LOS ANGELES WORLD AIRPORTS

CONTRACTOR RESPONSIBILITY PROGRAM

RULES AND REGULATIONS FOR LEASES

Effective date: July 1, 2012

Procurement Services Division
7301 World Way West, 4th Floor
Los Angeles, CA 900145
(424) 646~5380
(424) 646-9262 (Fax)



los Angeles World Airports (LAWA)
Contractor Responsibility Program for leases
Rules and Regulations for leases

1
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Los Angeles World Airports (LAWA)
Contractor Responsibility Program for Leases
Rules and Regulations for Leases

2

(e) "Contracf' means any agreement for the performance of any work or service, the
provisions of any goods, equipment, materials or supplies, or the rendition of any service
to LAWA or to the public or the grant of a Public Lease, which is awarded or entered into
by or on behalf of LAWA. The provisions of these Rules and Regulations shall apply to a!1
leases that require Board approval.

These Rules and Regulations are promulgated pursuant to Board Resolution #21601, the Los
Angeles World Airports Contractor Responsibility Program (CRP). Each Requesting LAWA
Division shall cooperate to the fullest extent with the Executive Director in the administration of
the CRP. The Executive Director may amend these Rules and Regulations from time to time as
required for the implementation of the CRP.

A. DEFINITIONS

(a) "Awarding Authority" means either the Executive Director or the Board or the Board's
designee.

(b) "Bid" means an application submitted by a bidder in response to an Invitation for Bid,
Request for Proposal or Request for Qualifications or other procurement process.

(c) "Bidder" means any person or entity that applies for any contract whether or not the
application process is through an Invitation for Bid, Request for Proposal, Request for
Qualifications or other procurement process.

(d) "Board" means the City of Los Angeles Board of Airport Commissioners.

(f) "Contractor" means any person, firm, corporation, partnership, association or any
combination thereof, which enters into a Contract with LAWA and includes a Public
Lessee.

(g) "CRP Pledge of Compliance" means the CRP Pledge of Compliance developed by
PSD. The CRP Pledge of Compliance shall require Public Lessees and Public
Sublessees to sign under penalty of perjury that the Public Lessees and Public
Sublessees will:

(2) Notify LAWA within 30 calendar days after receiving notification that any
government agency has initiated an investigation that may result in a finding that

(1) Comply with all applicable Federal, State, and local laws and regulations during
the performance of the lease, including but not limited to laws regarding health and
safety, labor and employment, wage and hour, and licensing laws which affect
employees.

CRP Rules and Regu!ations Leases (Revised 07"01 12)



(5) Ensure that Public Lessees and Public Sublessees with LAWA leases shari
complete, sign and submit a eRP Pledge of Compliance attesting under penalty of
perjury to compliance with subparagraphs (u}(1) through (4).

Los Angeles World Airports (LAWA)
Contractor Responsibility Program for Leases
Rules and Regulations for Leases

3

the tenant or did not comply with subparagraph (g)(1) above in the performance of
the contract.

(3) Notify LAWA within 30 calendar days of all findings by a government agency or
court of competent jurisdiction that the Public Lessee or Public Sublessee has
violated subparagraph (g)(1) above in the performance of the Public Lease.

(4) Provide LAWA within 30 calendar days updated responses to the eRP
Questionnaire if any change occurs which would change any response contained
within the completed CRP Questionnaire. Note: This provision does not apply to
amendments of Public Leases not subject to the CRP and to Public Sublessees
not required to submit a CRP Questionnaire.

(6) Notify LAWA within 30 days of becoming aware of an investigation, violation or
finding of any applicable Federal, State, or local law involving Public Sublessees in
the performance of a LAWA contract.

(7) Cooperate fully with LAWA during an investigation and to respond to request(s) for
information within ten (10) working days from the date of the Notice to Respond.

(h) "CRP Questionnaire" means the set of questions developed by PSD that will assist
LAWA in determining a bidder, proposer's or contractor's responsibility. Information
solicited from the eRP Questionnaire may include but is not limited to: ownership and
name changes, financial resources and responsibility, satisfactory performance of other
contracts, satisfactory record of compliance with relevant laws and regulations, and
satisfactory record of business integrity. PSD may amend the eRP Questionnaire from
time to time.

(i) "Executive Director" means the Executive Director of the City of Los Angeles
Department of Airports.

U) "Invitation for Bid" ("IFB") means the process through which the City solicits Bids
including Request for Proposals ("RFP") and Requests for Qualifications ("RFQ").

(k) "los Angeles World Airports" means the City of Los Angeles Department of Airports.

(I) "PSD" means LAWA's Procurement Services Division.

(m) "Public Lease" means a lease of LAWA property.

en) "Public Lessee" means a Contractor that leases LAWA property under a Public Lease.

CRP Rules and Regulations Leases (Revised 07 at 12)
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(0) "Public Sublessee" means a Subcontractor that subleases LAWA property from a Public
Lessee.

(p) "PSD" means LAWA's Procurement Services Division.

(q) "Subcontactor" means any person not an employee who enters into a contract with a
Contractor to assist the Contractor in performing a Contract, including a Contractor or
subcontractor of a Public Lessee Dr Public Sublessee, to perform or assist in performing
services on the leased premises.

(8) "Prospective Sublessee" means any person, firm, corporation, partnership, association
or any combination thereof that currently does not sublease LAWA property from a Public
Lessee.

(r) "Prospective Lessee" means any person, firm, corporation, partnership, association or
any combination thereof that currently does not have a Public Lease.

(t) "Requesting LAWA Division" means the LAWA division(s) which issued the RFB, RFP
or RFQ.

(u) "Responsibility" means possessing the necessary "trustworthiness" and "quality, fitness
and capacity" to perform the work set forth in the contract.

B. SUBMISSION OF CRP QUESTIONNAIRES

1. Prospective Lessees are required to submit a completed and signed eRP Questionnaire
. for determination of responsibility prior to award of a Public Lease.

2. Public Lessees, Prospective Sublessees and Public Sublessees are not required to
submit a completed and signed CRP Questionnaire.

C. LAWA REVIEW OF SUBMITTED CRP QUESTIONNAIRES (APPLICABLE TO
PROSPECTIVE LESSEES ONLY)

1. Posting of eRP Questionnaires and Sublessee Lists:

The Requesting LAWA Division will forward to PSD the completed CRP Questionnaires
and sublessee list(s), if any, submitted by the Prospective Lessees to make available for
public review and comment for a minimum of fourteen (14) calendar days prior to the
award of the Public Lease.

a. PSD will determine Contractor Responsibility from the completeness and accuracy of
the information in the submitted CRP Questionnaire; information from various

2. Departmental Review of eRP Questionnaires

CRP Rules and Regulations Leases (Revised 07 01 12)



Los Angeles World Airports (LAWA)
Contractor Responsibility Program for Leases
Rules and Regulations for Leases

5

compliance and regulatory agencies; accuracy and completeness of the information
received from the public; and through PSD's own reviews and investigations.

b. PSD may submit written requests to the Prospective Lessee for clarification or
additional documentation. Failure to respond to these requests within the specified
time may render the Prospective Lessee non-responsible and disqualified.

c. PSD wifl report its findings and determination to the Requesting LAWA Division.

d. No award of a Public Lease will be made by LAWA until after the eRP Questionnaire
review and Contractor Responsibility determination has been made.

e. The eRP Questionnaire of the Prospective Lessee that is awarded a Public Lease will
be retained by PSD. The eRP Questionnaires of the Prospective Lessees that are not
awarded a Public Lease will also be retained by PSD.

3, Claims Resulting from Public Review and Comments

Prospective Lessees:

a. Claims regarding a Prospective Lessee's responsibility must be submitted to PSD in
writing, However, PSD may investigate a claim regarding a Prospective Lessee's
responsibility, whether or not it is submitted in wrlting.

b. If PSD receives information which calls into question a Prospective Lessee's
responsibility, and the information was received before LAWA awards a Public Lease
to the Prospective Lessee, PSD shall:

(1) Notify the Requesting LAWA Division in writing that LAWA will not award a Public
Lease, until PSD has completed investigation into the matter.

(2) Investigate the complaint, collect necessary documentation, and determine the
complaint's validity.

(3) Upon completion of the investigation, notify the Requesting LAWA Division in
writing of the results of the investigation.

(4) Findings from the PSD investigation received by the Requesting LAWA Division
will be considered by the Awarding Authority as part of the determination of the
Prospective Lessee's responsibility,

Public Lessee:

a. Claims regarding a Public Lessee's responsibility must be submitted to PSD in writing.
However, PSD may investigate a claim regarding a Public Lessee's responsibility,
whether or not it IS submitted in writing.

CRP Rules and Regulations Leases (Revised 070112)
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b. If PSD receives written information that calls into question a Public Lessee's
responsibility, PSD shall investigate the matter as required in Section G, LAWA
Investigation.

(1) Completeness and accuracy of the information contained in the CRP
Questionnaire;

(2) Completeness and accuracy of the information received from the public;
(3) Information and documentation from PSD's own investigation; and
(4) Information that may be available from any compliance or regulatory governmental

agency.

D. AWARD AND EXECUTION OF PUBLIC LEASES

1. Determination of Responsibility and Award of Public Lease

a. PSD shall determine whether a Prospective Lessee is a responsible lessee with the
necessary trustworthiness, quality, fitness and capacity to comply with the terms of the
Public Lease by considerinq the following:

b. The Awarding Authority may award and execute a Public Lease to a Prospective
Lessee only if:

(1) The Prospective Lessee's eRP Questionnaire, and sublessee's list(s), if any, has
been made available for public review for at Jeast fourteen (14) calendar days
unless otherwise exempted from the posting requirement by the eRP;

(2) The Prospective Lessee is not being investigated pursuant to the CRP;
(3) The Prospective Lessee has not been found to be a non-responsible lessee

pursuant to the eRP;
(4) The Prospective Lessee does not appear on any City list of debarred bidders or

contractors; and
(5) The Prospective Lessee has met all other applicable City requirements.

2. Submission of Pledge of Compliance

Prospective LesseeslProspective Sublessees:

a. Unless otherwise exempt from the CRP, all Prospective Lessees and Prospective
Sublessees are required to submit a eRP Pledge of Compliance signed under penalty
of perjury, Failure to submit a eRP Pledge of Compliance as required may render the
Prospective Lessees or Prospective Sublessees, as applicable, non-compliant with the
terms of the Public Lease or a consent to sublease, as applicable, and subject to
sanctions.

Public Sublessees:

CRP Rules and Regulations Leases (Revised 07 01 12)
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b. Prior to LAWA's execution of a consent to sublease with a Prospective Sublessee, the
Public Lessee shari submit to LAWA a signed CRP Pledge of Compliance from each
Public Sublessee listed as occupying space on the leasehold premises.

3. Public Sublessee Responsibility

a. Public Lessees shall ensure that their sublessees meet the criteria for responsibility
set forth in the CRP and these Rules and Regulations.

b. Public Lessees shall ensure that sublessees occupying space on the LAWA leasehold
premises shall complete and submit a signed CRP Pledge of Compliance.

c. Public Lessees shall not sublease to any sublessee that has been determined or
found to be a non-responsible contractor by LAWA or the City.

(1)The Prospective Lessee's eRP Questionnaire, unless otherwise exempt, has been
made available for public review for at least fourteen (14) calendar days

(2) The Prospective Lessee has submitted a signed CRP Pledge of Compliance.
(3) The Prospective Lessee's -sublessee list, if any, has been made available for

public review for at least fourteen (14) calendar days.
(4) The Prospective Lessee is determined by LAWA to be a Responsible Contractor.

d. Subject to approval by the Awarding Authority, Public Lessees may substitute a non-
responsible sublessee with another sublessee.

4. Execution of Public Leases/Consent to Subleases

Prospective Lessees:

a. Unless exempt from the CRP, all Public Leases subject to the CRP shall contain
language obligating the Public Lessee to comply with the-CRP.

b. No Public Lease may be awarded unless:

Prospective Sublessee:

a. Unless exempt from the CRP, all subleases subject to the CRP shall contain
language obligating the Public Sublessee to comply with the eRP.

b. No consent to sublease will be executed by LAWA unless the Public Lessee has
submitted a signed eRP Pledge of Compliance by the Prospective Sublessee.

CRPt'{ules and Regulations Leases (Revised 07 01 12)
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E. LEASE AMENDMENTS

Compliance with the eRP is required in any amendment to a Public Lease if the initial
lease was not subject to the CRP, but the total term and amount of the lease, inclusive of
all amendments, would make the lease subject to the CRP.

a. A Public Lessee subject to the CRP because of an amendment to the Public Lease
shall submit a eRP Pledge of Compliance to LAWA before the amendment can be
executed by LAWA.

b. Unless exempt from the eRP, all Public Lease amendments shall contain contract
language obligating the Public Lessee to comply with the CRP.

Public Lessees shall:

F. NOTIFICATION OF INVESTIGATIONS AND UPDATE OF INFORMATION

1. Notification of Investigations

a. Notify LAWA within 30 calendar days after receiving notification that any government
agency has initiated an investigation that may result in a finding that the Public
Lessees is not in compliance with any applicable Federal, State, or local law that apply
to the Public Lease or City lease -agreement, including but not limited to laws
regarding health and safety, labor and employment, wage and hour, and licensing
laws which affect employees.

b. Notify LAWA within 30 calendar days of receivmg notice of any findings by a
government agency or court of competent jurisdiction that the Public Lessee violated
any applicable Federal, State, or local law that apply to the Public Lease or City lease
agreement, including but not limited to laws regarding health and safety, labor and
employment, wage and hour, and licensing taws which affect employees.

2. Public Sublessee Notification of Investigations

Public Lessees shall ensure that Public Sublessees occupying the LAWA leasehold
premises abide by these same updating requirements, including the requirement to:

a. Notify LAWA within 30 calendar days after receiving notification that any government
agency has initiated an investigation which may result in a finding that the Public
Sublessee did not comply with any applicable Federal, State, or local law that apply to
the Public Lease or City tease agreement, including but not limited to laws regarding
health and safety, labor and employment, wage and hour, and licensing laws which
affect employees.
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b. Notify LAWA within 30 calendar days of all findings by a government agency or court
of competent jurisdiction that the Public Sublessee violated any applicable Federal,
State, or local law that apply to the Public Lease or City lease agreement, including
but not limited to laws regarding health and safety, labor and employment, wage and
hour, and licensing laws which affect employees.

3. Update of CRP Questionnaire Information - applies to Public Lessees only.

8. Updates of information contained in the Public Lessee's responses to the CRP
Questionnaire shall be submitted to LAWA within thirty (30) days of any changes to
the responses if the change would affect the Public Lessee"s fitness and ability to
comply with the terms of the Public Lease.

b.. PSD, or the Requesting LAWA Division, shall determine whether a Public Lessee in a
specific situation should have provided updated information.

(1) If PSD, or the Requesting LAWA Division, becomes aware of new information
concerning a Public Lessee and determines that the Public lessee should have
provided information or updated LAWA of such information, but the Public Lessee
has not done so, PSD shall issue a written notice to the Public Lessee requiring
the Public Lessee to submit the required information within (ten) 10 calendar
days.

C. The Public Lessee's failure to provide information or updated information when
required by LAWA, the CRP or these Rules and Regulations, may be considered a
material breach of the Public Lease, and LAWA may initiate a "Non-Responsibility
Hearing" pursuant to the procedures set forth in Section I of these Rules and
Regulations.

4, Subrnisaion of CRP Questionnaire and Updates of CRP Questionnaire Responses
Not Applicable to Sublessees: The requirement that Public Lessees submit to LAWA
eRP Questionnaires and updates to the CRP Questionnaire responses does not apply to
Public Subfessees.

G. LAWA INVESTIGATION

1. Reporting of Alleged Violations: Allegations of violations of the eRP or these Rules
.and Regulations shaf be reported to PSD. Complaints regarding a Prospective
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Lessee's or Public Lessee's responsibility should be submitted to PSD in writing,
However, PSD may investigate any claim or complaint regarding a Prospective Lessee's
or Public Lessee's responsibility, whether or not it is submitted in writing, Whether
based on a written complaint or otherwise, PSD shall be responsible for
investigating such alleged violations,

2. Process:

a. Upon receipt of a complaint or upon initiation of an investigation, PSD shall notify the
Requesting LAWA Division, the Awarding Authority, and the Prospective Lessee or
Public Lessee, as applicable, in writing that an investigation has been initiated.

Prospective Lessee

b. The Prospective Lessee or Public Lessee, as applicable, shall cooperate fully with
PSDin providing information, If the Prospective Lessee or Public Lessee, as
applicable, fails to cooperate with PSD's investigation or falls to timely respond to
PSD's requests for information, LAWA may initiate a non-responsibility hearing as set
forth in Section I of these Rules and Regulations. A failure to cooperate by a Public
Lessee may be deemed a material breach of the Public Lease, and the City may
pursue all available remedies.

c. To the extent permissible, PSD shall maintain the identity of the complainant, if any,
confidential,

d. Upon completion of the investigation, PSD shall prepare a written report of the findings
and notify the Requesting LAWA Division, the Awarding Authority, and the Prospective
Lessee or Public Lessee, as applicable, of the results.

3. Results of rnvestigation

a, When an investigation is completed before a Public Lease is awarded, PSD shall
notify the Requesting LAWA Division and the Awarding Authority of the results, and
the Requesting LAWA Division and the Awarding Authority will consider the
information as part ofthe determination of a Prospective Lessee's responsibility during
the' bid/proposal review process.

Public Lessees

(1) If violations of the eRP are found, PSD shall notify the Requesting LAWA
Division and the Public Lessee of the violation and require the Public Lessee to
make corrections or take reasonable measures within 10 calendar days,

b. When an investigation is completed after the execution of a Public Lease:

(2) If the Public Lessee fails to make corrections as required, PSD shall notify the
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Requesting LAWA Division and the Awarding Authority and may recommend that
the Awarding Authority:
(i) Terminate the Public Lease.
(ii) Initiate a hearing to declare the Public Lessee a non-responsible lessee.

H. VIOLATIONS OF THE eRP OR ITS RULES AND REGULATIONS

1. Violations of the CRP or of these Rules and Regulations may be considered a material
breach of the Public Lease and may entitle LAW A 0 r the City to terminate the
Public Lease.

2. Alleged violations of the CRP or of these Rules and Regulations shall be reported to
the PSD which will investigate all such complaints.

3. When a violation of the CRP or of these Rules and Regulations is found, PSD shall
notify the Public Lessee and the Awarding Authority of the violation. PSD shall
require the Public Lessee to correct the violation within 10 calendar days. Failure to
correct violations or take reasonable measures to correct violations within 10 calendar
days may result in PSD:

a, Recommending that the Awarding Authority declare a material breach of the Public
Lease and that the Awarding Authority exercise all contractual and legal remedies
available, including but not limited to termination ofthe Public Lease.

b. Recommending that the Awarding Authority declare the Public Lessee a non-
responsible lessee by initiating, within 30 calendar days or as soon as
practicable, a non-responsibility hearing in accordance with Section I of these Rules
and Regulations,

1. The process of declaring a Prospective Lessee or a Public Lessee a non-responsible
lesseeshall be initiated by the Awarding Authority after consultation with the City Attorney's
Office.

I. NON-RESPONSIBILITY HEARING

2. Before a Prospective Lessee or a Public Lessee may be declared non-responsible, the
Prospective Lessee or a Public Lessee shall be notified of the proposed determination
of non-responsibility and provided with an opportunity for a hearing.

3. The Awarding Authority or the Executive Director's designee shall preside over the non-
responsibility hearing and shall provide the Prospective Lessee or Public Lessee with the
following:

CRP Rules and Regulations Leases (Revised 0701 12)



Los Angeles World Airports (LAWA)
Contractor Responsibility Program for Leases
Rules and Regulations for Leases

12

a. The Prospective Lessee or Public Lessee shalf be provided with written Notice of
intent to declare the Prospective Lessee or Public Lessee non-responsible ("Notice")
which shall state that the Awarding Authority Intends to declare the Prospective
Lessee or Public Lessee a non-responsible bidder, proposer or lessee.

b. The Notice shall provide the Prospective Lessee or Public Lessee with the following
information: .

(1) That the Awarding Authority intends to declare the Prospective Lessee or
Public Lessee a non-responsible bidder, proposer or lessee.

(2) A summary of the information upon which the Awarding Authority is relying.
(3) That the Prospective Lessee or Public Lessee has a right to respond to the

information by requesting a hearing to rebut adverse information and to
present evidence of its necessary trustworthiness, quality, fitness and capacity
to comply with the terms of the Public Lease or proposed Public Lease. .

(4) That the Prospective Lessee or Public Lessee must exercise the right to a
hearing by submitting to the Awarding Authority a written request for a
hearing within 10 working days of the date of the Notice.

(5) That failure to submit a written request for hearing within 10 working days of
the date of the Notice shall be considered a waiver of the right to a hearing that
allows the Awarding Authority to proceed with the determination of non-
responsibility.

c. If the Prospective Lessee or Public Lessee submits a written request for a hearing,
the hearing may be held by the Awarding Authority for recommendation to the
Board, which shall make the final decision.

d. The hearing must allow the Prospective Lessee or Public Lessee an opportunity to
address the issues contained in the Notice of Intent to declare the Prospective
Lessee or a Public Lessee non-responsible.

e. The Awarding Authority may determine that the Prospective Lessee or Public Lessee:
(1) Does not possess the necessary trustworthiness, quality, fitness, or capacity to

comply with the terms of the Public Lease or proposed Public Lease, should be
declared a non-responsible bidder, proposer or lessee, and recommend to
the Board invocation of the remedies set forth in Section J of these Rules and
Regulations.

(2) Should not be declared a non-responsible bidder, proposer or lessee.

g. The Board's final decision shall be in writing and shall be provided to the
Prospective Lessee or Public Lessee, the LAWA Requesting Division and to PSD. If
the Prospective Lessee or Public Lessee is declared to be non-responsible, a copy
of the final decision shall also be provided to the CAO.

f. The Board's determination shall be final and constitute exhaustion of administrative
remedies.
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J. NON-RESPONSIBILITY SANCTIONS

Sanctions for Airline Tenants:

Airline lessees that do not comply with the CRP requirements or are determined non-
responsible by LAWA will be declared to have a material breach of the Public Lease. LAWA
may exercise its legal remedies thereunder, which are to include, but are not limited to:

1. Non-issuance of a successor air carrier operating permit, resulting in the payment of
higher landing fees as a non-permitted carrier.

2, Termination of the Public Lease, which may result in the loss of exclusive or preferential
gate assignments.

Sanctions for Non-Airline Tenants:

1. Prospective Lessees that do not comply with CRP requirements and/or are determined
non-responsible by LAWA will be disqualified and will not be awarded a Public Lease.

2, Public Lessees that do not comply with CRP requirements and/or are determined non-
responsible will be declared to have a material breach of the Public Lease. LAWA may
exercise its legal remedies thereunder, which are to include, but not limited to the
termination of the Public Lease.

Such lessee shall not occupy any leasehold premises in the proposed Public Lease,
whether as a master lessee, a sublessee, a partner in a partnership, a participant in a
joint venture, a member of a consortium, or in any other capacity.

3. Upon final determination of a Prospective Lessee or Public Lessee as a non-responsible
lessee, PSD shall provide the LAWA Requesting Division and the Prospective Lessee or
Public Lessee, as applicable, with a written notice summarizing the findings arid
applicable sanctions.

4. PSD shall maintain a listing of Prospective Lessees/Public Lessees who have been
found non-responsible by LAWA pursuant to the CRP.

K. EXEMPTIONS

1. Categorical Exemption: The following types of Public Leases are categorically exempt
from the GRP and these Rules and Regulations:

Public Leases with a governmental entity such as the United States of America, the State
of California, a county, city or public agency of such entities, or a public or quasi-public
corporation located therein and declared by law to have such public status.

2. Board approval required for CRP Exemptions: The following types of Public Leases
"are exempt from the requirement to submit a Questionnaire but remain subject to the
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requirement that the Public Lessee submit a Pledge of Compliance and notify the
Awarding Authority within 30 days of any information regarding investigations of the
results of investigations by any governmental agency into the Public Lessee's compliance
with applicable laws.

a. Public Leases awarded on the basis of exigent circumstances when the Board finds
that LAWA would suffer a financial loss or that LAWA operations would be adversely
impacted.

(1) The Awarding Authority shall submit a request to PSD for waiver along with written
certification that the required conditions exist.

(2) No contract may be exempted under this provision unless PSD has granted written
approval of the waiver.

b. Public Leases entered into based on Charter Section 371(e)(6). The Awarding
Authority must certify in writing that the Public Lease is entered into in accordance
with Charter Section 371(e)(6).

L EFFECTIVE DATE OF RULES AND REGULATIONS

1, These Rules and Regulations apply to RFBs and RFPs issued after the Executive Director
has approved these Rules and Regulations.

2. These Rules and Regulations apply to Public Leases entered into by LAWA after the
Executive Director has approved these Rules and Regulations.

3. Public Leases amended after these Rules and Regulations are approved by the Executive
Director will become subject to eRP and these Rules and Regulations if they meet
definitions contained in the eRP and these Rules and Regulations.

M. CONSISTENCY WITH FEDERAL AND STATE LAW

The CRP and these Rules and Regulations do not apply in instances where application would
be prohibited by Federal and State law or where the application would violate or be
inconsistent with the terms and conditions or a grant or contract with the Federal or State
agency.

N. SEVERABILITY

If any provision of the eRP or these Rules and Regulations are declared legally invalid by any
court of competent jurisdiction, the remaining provisions remain in full force and effect.

CRP Rules and Regulations leases (Revised 0701 12)



LOS ANGELES WORLD AIRPORTS
CONTRACTOR RESPONSIBILITY PROGRAM

PLEDGE OF OOMPLIANCE FOR LEASES

The Los Angeles World Airports (LAWA) Contractor Responslbfllty Program (Board Resolution
#21601) provides that, unless specifically exempted, LAWA Tenants for leases that requlre the
Board of AIrport Commissioners' approval shaH comply with all applicable provlslons of the
LAWA Contractor ResponslblHty Program. Tenants for leases subject to the CRP are required
to complete and submit thIs Pledge of Compliance with the lease agreement.. In addltlon I within
ten (10) days of execution of any sublease agreement, the Tenant shall submit to LAWA this
Pledge of Compliance from each Subtenant nsted as performing work on, or otherwise
occupying, the leasehold premises.

The Tenant agrees to comply with the Contractor Responsibility Program and the following
provisions: '

(a) To comply with all appllcabls Federal, State, and local laws that apply to the tease
agreement, Including but not limlted to, laws regardIng health and safety, labor and
employment, wage and hours, and licensing laws which affect employees,

(b) To notify LAWA within thirty (30) calendar days after receiving notflcatlon that any
government egency has Initiated an Investigation that may result in a finding that the
Tenant Is not In compliance with paragraph (a).

(0) To notify LAWA wIthin thirty (30) calendar days of aU findings by a government agency or
court of competent [urlsdlctlcn that the Tenant has violated paragraph (a).

(d) To ensure that Subtenants occupyIng space through any Sublease in connectlon with a
LAWA lease agreement shall complete and sign a Pledge of Compliance attesting under
penalty of perjury to compllance with paragraphs (a) through (o) herein. To submit to
LAWA the completed Pledges.

(e) To notify LAWA within thirty (30) days of becoming aware of an Inve'StlgatlQn, Violation or
finding of any applicable Federal, State, or local law involving any Subtenant{s) In the
LAWA lease agreement.

(f) To cooperate fully with LAWA durIng an investigation and to respond to request(s) for
information within ten (10) worl<lng days from the date of the Notlceto Respond.

Fallure to .sign and submit this form to LAWA as required may render the Tenant non-compnant
with the- terms of the I~ase and subject to CRP sanctions.
So !.t--t "'<.J e: ~+ (J.\f \\'(\e. S (ti

- I

companYJa~e, Address od Phone Number

&£ 11t.if-t.~
Signature of Officer or A 0 ed R presentative-

ProIaotT1lfe

eRP PladgeLeases 020624Dps\l
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First Source Hiring Program



FIRST SOURCE fiRING PROGRAM FOR AIRPORT EMPLOYEES

I. Plupose. The purpose of this First Source Hiring Program is to facilitate the employment
of Targeted Applicants by Airport Employers. It is a goal of this First Source Hiring
Program that this Program benefit Airport Employers by providing a pool of qualified job
applicants through a non-exclusive referral system.

II. Definitions. As used in this Program, the following capitalized terms shall have the
following meanings. A1I definitions include both the singular and plural form,

"Airport" shall mean Los Angeles International Airport.

"Airport Employer" shall mean a party that, through a contract, lease, licensing
arrangement, or other arrangement, agrees to comply with this First Source Hiring
Program with regard to Airport Jobs. Operators of transportation charter party
limousines, non-tenant shuttles, and taxis shall not be considered Airport Employers.

"Airport Job" shall mean a job that either (i) is performed On-Site, or (ii) is directly
related to a contract, lease, licensing arrangement, or other arrangement under which the
employer is an Airport Employer. Positions for which City's Worker Retention Policy
requires hiring of particular individuals shall not constitute Airport Jobs for purposes of
this Program.

"City" shall mean the City of Los Angeles.

"Coalition" shall mean the LAX Coalition for Economic, Environmental, and
Educational Justice, an Unincorporated association comprised exclusively of the
following organizations; AGENDA; AME Minister's Alliance; Clergy and Laity United
for Economic Justice; Coalition for Clean Air; Communities for a Better Environment;
Community Coalition; Community Coalition for Change; Environmental Defense;
Inglewood Coalition for Drug and Violence Prevention; Inglewood Democratic Club;
Lennox Coordinating Council; Los Angeles Alliance for a New Economy; Los Angeles
Council of Churches; Nation of Islam; Natural Resources Defense Council; Physicians
for Social Responsibility Los Angeles; Service Employees International Union Local
347; and Teamsters Loca19l L

"Coalition Representative" shall mean the following: The Coalition shall designate one
individual as the "Coalition Representative" authorized to speak or act on behalf of the
Coalition for all purposes under the. Cooperation Agreement. The Coalition
Representative may designate one or' more assistants to assist the Coalition
Representative in speaking or acting on behalf of the Coalition with respect to any
specific program or activity <?f any other matter. The Coalition shall provide LAWA with
contact infonnation for the Coalition Representative upon request.

"Cooperation Agreement" shall mean the Cooperation Agreement between LAWA and

LAX FlRST SOURCE HIRING PROGRAM
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the LAX Coalition for Economic, Environmental and Educational Justice.

"LA WA" shall mean Los Angeles World Airports.

"Low-Income Individual" shall mean an individual whose householdIncome is no
greater than 80% of the median income, adjusted for household size, for the Primary
Metropolitan Statistical Area.

"On-Site" shall mean physically located on property owned or leased by LA WA and
pertaining to Airport.

"Program" shall mean this First Source Hiring Program.

"Project Impact Area" shall have the meaning get forth in the "Final Environmental
Impact Report" for the LAX Master Plan Program, dated Apri12004~as supplemented by
one or more EIR Addenda prior to certification of the EIR by the City Council.

"Referral System" shall mean the referral system established to provide applicant
referrals for the Program.

"Targeted Applicants" shall have the meaning set forth in Section IV below.

"Special Needs Individuals" shall mean; (i) individuals who receive or have received
public assistance through the Temporary Assistance for Needy Families Program, within
the past 24 months; (ii) individuals who are homeless; (iii) ex-offenders, (iv) chronically
unemployed, and (v) dislocated airport workers.

Ill. Coverage. This Program shall apply to hiring by Airport Employers for all AirportJobs,
except for jobs for which the hiring procedures are governed by a collective bargaining
contract that conflicts with this Program.

IV. Targeted Applicants. Referrals under the Program shall, to the extent permissible by law,
be made in the order of priority set forth below. . .

e First Priority: Low-Income Individuals living in the Project Impact Area for at
least one year and Special Needs Individuals; and

III Second Priority: Low-Income Individuals residing in City.

V. Initial Airport Employer Roles.

A. Liaison. Each Airport Employer shall designate a liaison for issues related to the
Program. The liaison shall work with LA WA, the Coalition Representative; the
Referral System provider, and re1evant public officials to facilitate effective
implementation of this Program.

B. Long-Range Planning ..Any entity that becomes an Airport Employer at least two

LAX FIRST SOURCE IDRlNG PROGRAM
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(2) months prior to commencing operations related to Airport shall, at least two
months prior to commencing operations related to Airport) provide to the Referral
System the approximate number and type of Airport Jobs that it will fill and the
basic qualifications necessary.

VI. Airport Employer Hiring Process.

A. Notification of Job Opportunities. Prior to hiring for any Airport Job, an Airport
Employer shall notify the Referral System, bye-mail or fax) of available job
openings and provide a description of job responsibilities and qualifications,
including expectations) salary, work schedule) duration of employment, required
standard of appearance, and any special requirements (e.g., Ianguage skills,
driver's license, etc.). Job qualifications shall be limited to skills directly related
to performance of job duties,

B. Referrals .. After receiving a notification under Section VI.A· above, the Referral
System shall within five days, or longer time frame agreed to by the Referral
System and Airport Employer, refer to the Airport Employer one or more
Targeted Applicants who meet the Airport Employer's qualifications.

1. New Employer Targeted Hiring Period. When making initial hires for the
commencement of an Airport Employer's operations related to Airport, the
Airport Employer shall consider and hire only Targeted Applicants for a
two week period following provision of the notification described in
Section VI.A. After this period, the Airport Employer shall make good-
faith efforts to hire Targeted Applicants, but may consider and hire
applicants referred or recruited through any source.

2. Established Employer Targeted Hiring Period. When making hires after
the commencement of operations related to Airport, an Airport Employer
shall consider and hire only Targeted Applicants for a five-day period
following provision of the notification described in Section VIA. After
this period, the Airport Employer shall make good-faith efforts to hire
Targeted Applicants, but may consider and hire applicants referred or
recruited through any source.

C. Hiring.

3. Hiring Procedure During Targeted Hiring Periods. During the periods
described in Sections VI.C.l and VI.C.2 above, Airport Employers may
hire Targeted Applicants recruited or referred through any source. During
such periods Airport Employers shall use normal hiring practices.
including interviews, to consider all applicants referred by the Referral
System.

4, No Referral Fees. No Airport Employer or referred job candidate shall be

- - • o •• ,
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required to pay any fee, cost or expense of the Referral System or this
Program in connection with referrals.

VII. Reporting and Recordkeeping.

A. Reports. During the time that this Program is applicable to any Airport Employer,
that Airport Employer shall, on a quarterly basis, notify the Referral System of
the number, by job classification, of Targeted Applicants hired by the Airport
Employer during that quarter, and the total number of employees hired by the
Airport Employer for Airport Jobs during that quarter. Any Airport Employer
who has not had hiring activity for the quarter, shall also notify the Referral
System of such inactivity.

B. Recordkeeping. During the time that this Program is applicable to any Airport
Employer, that Airport Employer shall retain records sufficient for monitoring of
compliance with this Program with regard to each Airport Job, including records
of notifications sent to the Referral System, referrals from the Referral System,
job applications received from any source, number of Targeted Applicants hired,
and total number of employees hired for Airport Jobs. To the extent allowed by
law, and upon reasonable notice, these records shall be made available to LAW A
and to the Referral System for inspection upon request. The Coalition
Representative may request that LAW A provide such records at anytime, Records
may be redacted so that individuals are not identified by name and so that
information required by law to remain confidential is excluded.

C. Complaints. If LAW A, the Coalition, or the Referral System believes that an
Airport Employer is not complying "with this Program, then the designated
LAW A office shall be notified to ensure compliance with this program.

D. Liquidated Damages. Each Airport Employer agrees to pay to LA WA liquidated
damages in the amount of One Thousand Dollars ($1,000) where LAWA finds
that the Airport Employer has violated this Program with regard to Wring for a
particular Airport Job. LAW A shall establish procedures providing to Airport
Employers notice and an opportunity to present all relevant evidence prior to
LAW A's final determination regarding an alleged violation. This liquidated
damages provision does not preclude LAW A from obtaining any other form of
available relief to ensure .compliance with this Program, including injunctive
relief.

VIII. Miscellaneous.

A. Compliance with State and Federal Law. This Program shall be implemented only
to the. extent that it is consistent with the laws of the State of California and the
United States. If any provision of this Program is held by a court of law to be ill
conflict with state or federal law, the applicable law shall prevail over the terms of
this Program, and the conflicting provisions of this Program shall not be
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enforceable.

R Severability Clause. If any term, provision. covenant or condition of this Program
is held by a court of competent jurisdiction to be invalid, void, or unenforceable,
the remainder of the provisions shall continue in full force and effect.

C. Binding on Successors. This Program shall be binding upon and inure to the
benefit of the successors in interest, transferees, assigns, present and future
partners, subsidiary corporations, affiliates, agents, representatives, heirs, and
administrators of any party that has committed to comply with it. Any reference
in this Program to a party shalt be deemed to apply to any successor in interest,
transferee, assign, present or future partner, subsidiary corporation, affiliate,
agent, representative, heir or administrator of such party; provided, however, that
any assignment, transfer Of encumbrance of a lease agreement, permit or contract
in which this Program is incorporated shall only be made in strict compliance
with the terms of such lease agreement, permit or contract and the foregoing shall
not constitute consent to any such assignment, transfer or encumbrance.

D. Lease Agreements and Contracts. Airport Employers shall not execute any
sublease agreement or other contract under which Airport Jobs may occur directly
or indirectly, unless the entirety of this Program is included as a material term
thereof. binding 011 all parties.

E. Assurance Regarding Preexisting Contracts. Each-Airport Employer warrants and
represents that as of the date of execution of this Program, it has executed no
sublease agreement or other contract that would violate any provision of this
Program had it been executed after the date of incorporation of this Program into
a binding contract.

F. Intended Beneficiaries. LAW A, the Coalition, and the Referral System are
intended third-party beneficiaries of contracts and other agreements that
incorporate this Program with regard to the terms and provisions of this Program.
However, the parties recognize that only LAW A has the sale responsibility to
enforce the provisions of this Program.

G. Material Terms. AU provisions of this Program shall be material terms of any
lease agreement or contract in which it is incorporated.

H. Effective Date. Section VI of this Program shall become effective on the effective
date of the contract or agreement into which it is incorporated.

1. 'Construction. Any party incorporating this Program into a binding contract has
had the opportunity to be advised by counsel with regard to this Program.
Accordingly, this Program shall not be strictly construed against any party, and
the rule of construction that any ambiguities be resolved against the drafting patty
shall not apply to this Program.
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J. Entire Contract. This Program contains the entire agreement between the parties
on the subjects described herein, and supersedes any prior agreements, whether
written or oral. This Program may not be altered, amended or modified except by
an instrument in writing signed in writing by all parties to the contract in which it
is incorporated.
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EXHIBIT I

Living Wage Ordinance



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

Sec. 10.37 Legislative Findings.

LIVING WAGE ORDINANCE

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

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

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

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

The City holds a proprietary interest in the work
performed by many employees employed by lessees
and licensees of City property and by their service
contractors and subcontractors. In a ¥elY real sense,
the success or failure of City operations may turn on
the success or failure of these enterprises, for the City
has a genuine stake in how the public perceives the
services rendered for them by such businesses.
Inadequate compensation of these employees
adversely impacts the performance by the City's
lessee or licensee and thereby does the same for the
success of City operations. By the 1998 amendment
to this article, recognition is given to the prominence
of this interest at those facilities visited by the public
on a frequent basis; including but not limited to,
terminals at Los Angeles International Airport, Ports
O'Call Village in San Pedro, and golf courses and
recreation centers operated by the Department of
Recreation and Parks. This article is meant to cover
all such employees not expressly exempted.

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

SECTION mSTORY

Article and Section Added byo-« No. 171,547, Ejf. 5-5-97.
Amended by: In Eniirety, Ord. No. 172.336. Eff 1-14-99.

Sec. 10.37.1 Definitions.

The following definitions shall apply throughout
this article:

(a) "Airport" means the Department of Airports
and each of the airports which it operates.

(b) "Airport Employer" means an Employer, as
the term is defined in this section, at the Airport.

(c) "AirportEmployee" means an Employee, as
the term is defined in this section, of an Airport
Employer.

(d) "Awarding authority" means that subordinate
or component entity or person of the City (such as a
department) or of the financial assistance recipient
that awards or is otherwise responsible for the
administration of a service contract or public lease or
license, or, where there is no such subordinate or
component entity or person, then the City or the City
financial assistance recipient

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

(f) "City financial assistance recipient" means
any 'person who receives from the City discrete
financial assistance for economic development or job
growth expressly articulated and identified by the
City, as contrasted with generalized financial

assistance such as through tax legislation, in
accordance with the following monetary limitations.
Assistance given in the amount of one million dollars
($1,000,000) or more in any twelve-month period
shall require compliance with this article for five
years from the date such assistance reaches the one
million dollar ($1,000,000) threshold. For assistance
in any twelve-month period totaling less than one
million dollars ($1,000,000) but at least one hundred
thousand dollars ($100,000), there shall be
compliance for one year if at least one hundred
thousand dollars ($100,000) of such assistance is
given in what is reasonably contemplated at the time
to be on a continuing basis, with the period of
compliance beginning when the accrual during such
twelve-month period of such continuing assistance
reaches the one-hundred thousand dollar ($]00,000)
threshold.

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

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

(g) "Contractor" means any person that enters
into: (1) a service contract with the City, (2) a
service contract with a proprietary lessee or licensee
or sublessee or sublicensee, or (3) a contract with a
City financial assistance recipient to assist the
recipient in performing the work for which the
assistance is being given. Vendors, such as service
contractors, of City financial assistance recipients
shall not be regarded as contractors except to the
extent provided in Subsection (i). '"

*Tecbnical correction due
subsections: "Subsection
"Subsection (i)".

to re-lettering of
(i)" corrected to

(h) "Designated Administrative Agency (DAA)"
means the Department of Public Works, Bureau of
Contract Administration, who shall .bear
administrative responsibilities under this article.

(i) "Employee" means any person - who is not a
'managerial, supervisory, or confidential employee
and who is not required to possess an occupational
license - who is employed (l) as a service
employee of a contractor or subcontractor on or
under the authority of one or more service contracts
and who expends any of his or her time thereon,
Including but not limited to: hotel employees,
restaurant, food service or banquet employees;
janitorial employees; security guards; parking
attendants; nonprofessional health care employees;
gardeners; waste management employees; and
clerical employees; (2) as a service employee - of a
public lessee or licensee, of a sublessee or
sublicensee, or of a service contractor or
subcontractor of a. public lessee or licensee, or
sublessee or sublicensee - who works on the leased or
licensed premises; (3) by a City financial
assistance recipient who expends at least half of his
or her time on the funded project; or (4) by a
service contractor or subcontractor of a City financial
assistance recipient and who expends at least half or
his or her time on the premises of the City financial
assistance recipient directly involved with the
activities funded by the City.

(D "Employer" means any person who is a City
financial assistance . recipient, contractor,
subcontractor, public lessee, public sublessee, public

licensee, or public sublicensee and who is required to
have a business tax registration certificate by Los
Angeles Municipal Code §§ 21.00 - 2l.I98 or
successor ordinance or, if expressly exempted by the
Code from such tax. would otherwise be subject to
the tax but for such exemption; provided, however,
that corporations organized under §SO 1(c)(3) of the
United States Internal Revenue Code of 1954, 26
U,S.C. §501(c)(3). whose chief executive officer
earns a salary which. when' calculated on an hourly
basis, is less than eight (8) times the lowest wage
paid by the corporation, shall be exempted as to all
employees other than child care workers.

(k) "Person." means any individual, proprietorship,
partnership. joint venture, corporatlcn, limited
liability company, trust, association, or other entity
that may employ individuals or enter into contracts.

(I) "Public lease or license".

(a) Except as provided in (l)(b)*, "Public lease
0" license" means a lease or license of City property
on which services are rendered by employees of the
public lessee or licensee or sublessee or sublicensee,
or of a contractor or subcontractor, but only where
any of the following applies:

*Tecbnical correction due to re-lettering of
subsections: "(i) (b)" corrected to "(L) (b)".

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

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

(3) The DAA has determined in writing that
coverage would further the proprietary interests of
the City,

(b) A public lessee or licensee will be exempt from
the requirements of this article subject to the
following limitations:
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(l) The lessee or licensee has annual gross
revenues of less than the annual gross revenue
threshold, three hundred fifty thousand dollars
($350,000), from business conducted on City
property;

(2) The lessee or licensee employs no more than
seven (7) people total in the company on and off
City property;

(3) To qualify for this exemption .. the lessee or
licensee must provide proof of its gross revenues
and number of people it employs in the company's
entire workforce to the awarding authority as
required by regulation;

(4) Whether annual gross revenues are less than
three hundred fifty thousand dollars ($350,000)
shall be determined based on the gross revenues for
the last tax year prior to application or such other
period as may be established by regulation;

(5) The annual gross revenue threshold shall be
adjusted annually at the same rate and at the same
time as the living wage is adjusted under 'section
10.37.2 (a);

(6) A lessee or licensee shall be deemed to
employ no more than seven (7) people if the
company's entire workforce worked an average of
no more than one thousand two-hundred fourteen
(1,214) hours per month for at least three-fourths
(3/4) of the time period that the revenue limitation
is measured;

(7) Public leases and licenses shall be deemed to
include public subleases and sublicenses;

(8) Ifa public lease or license has a term of more
than two (2) years, the exemption granted pursuant
to this section shall expire after two (2) years but
shall be renewable in two-year increments upon
meeting the requirements therefor at the time of the
renewal application or such period established by
regulation,

(m) "Service contract" means a contract let to a
contractor by the City primarily for the furnishing of
services to or for the City (as opposed to the purchase
of goods or other property or the leasing or renting of
property) and that involves an expenditure in excess

of twenty-five thousand dollars ($25,000) and a
contract term of at least three (3) months; but only
where any of the following applies: (1) at least
some of the services rendered are rendered by
employees whose work site is on property owned by
the City, (2) the services could feasibly be
performed by City employees if the awarding
authority had the requisite financial and staffing
resources, or (3) the DAA has determined in
writing that. coverage would further the proprietary
interests of the City. .

(n) "Subcontractor" means any person not an
employee that enters into a contract (and that
employs employees for such purpose) with (1) a
contractor or subcontractor to assist the contractor in
performing a service contract or (2) a contractor or
subcontractor of a proprietary lessee or licensee or
sublessee or sublicensee to perform or assist in
performing services on the leased or licensed
premises. Vendors, such as service contractors or
subcontractors, of City financial assistance recipients
shall not be regarded as subcontractors except to the
extent provided in Subsection (i).*

*Technical correction due
subsections: "Subsection
"Subsection (i)".

to re-lettering of·
(f)" corrected to

(0) "Willful violation" means that the employer
knew of his, her, or its obligations under this article
and deliberately failed or refused to comply with its
provisions.

SECTION HISTORY

Added byo-« No. 171,541, Eff. 5-5-97,
Amended by: In Entirety. Ord. No, 172,336, Eft 1-14-99; Subsec.
(e).Ord. No_ 176.155, Eff. 9-11-04; Su/)sec. (e), Ord: No_ 176,183,
Eff 12-15-04, Oper. 9-22-04: Subse'Cs, (a) fhrough (l) re-lettered
(£0 Ihrough (0), respectively and new Subsecs. (aJ, (b), and (c)
added, o-« No, 180,877, Ef!. 10-19-09,

Sec. 10.37.2 Payment of Minimum Compensation
to Employees.

(a) Wages, Employers shall pay Employees a
wage of no tess than the hourly rates set under the
authority of this article, The initial rates were seven
dollars and twenty-five cents ($7.25) per hour with
health benefits, as described in this article, or
otherwise eight dollars and fifty cents ($8,50) per
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hour without health benefits. With the annual
adjustment effective July 1, 2009, together with all
previous annual adjustments as provided by this
subsection, such rates are ten dollars and thirty cents
($ J 0.30) per hour with health benefits or, if health

.benefits are not provided, then fourteen dollars and
eighty cents ($14.&0) per hour for Allport Employees
and eleven dollars and fifty-five cents ($11.55) per
hour for all other Employees. The hourly rate with
health benefits to be paid to all Employees and the
hourly rate without health benefits to be paid to
Airport Employees shall be adjusted annually to
correspond with adjustments, jf any, to retirement
benefits paid to members of the Los Angeles City
Employees Retirement System (LACERS), made by
the CERS Board of Administration under § 4.1040.
The Office of Administrative and Research Services
shall so advise the DAA of any such change by' June
1 of each year and of the required new hourly rates, if
any. On the basis of such report, the DAA shall
publish a bulletin announcing the adjusted rates,
which shall take effect upon such publication.

(b) Compensated Days Off Employers shan
provide at least twelve (12) compensated days off per
year for sick leave, vacation, or personal necessity at
the employee's request. Employers shall also permit
employees to take at least an additional ten (10) days
a year of uncompensated time to be used for sick
leave for the illness of the employee or a member of
his or her immediate family where the employee has
exhausted his or her compensated days off for that
year.

SECTION mSTO:RY

Added by Ord: No. 171,547, J£.ff, 5c5-97.
Amended by; lnEnttrety, Ord. No. 172,336, Ejf. 1-14--99; Subsec,
(a), Ord: No. 173,285, Eff. 6·26-00, Oper. 7-1-00; Subsea. (a),
Ord. No. J80,877, Ejf. 10-19-09.

Sec. 10.37.3 Health Benefits.

(a) Health Benefits. The health benefits required
by this article shall consist of the payment of at least
four dollars and fifty cents ($4.50) per hour by
Airport Employers and at least one dollar and twenty-
five cents ($1.25) per hour by all other Employers
towards the provision of health care benefits for
Employees and their dependents. Proof of the
provision of such benefits must be submitted to the
awarding authority to qualify for the wage rate in
Section 10.37(a) for Employees with health benefits.

Airport Employees cannot waive the health benefits
offered by an Airport Employer when the Airport
Employer does not require an out-of-pocket
contribution by the Airport Employee. Consistent
with and (If! shall be reflected in the hourly rates
payable to Airport Employees as provided in
1O.37.2(a) above, the amount of payment for health
benefits by Airport Employers shall be adjusted
annually to correspond with adjustments, if any, to
retirement benefits paid to members of the Los
Angeles City Employees Retirement System
(LACERS), made by the eBRS Board of
Administration under § 4.1 040. The Office of
Administrative and Research Services shan so advise
the DAA of any such change by June 1 'Of each year
and of the required new hourly payments, if any. On
the basis of such report, the DAA shall publish a
bulletin announcing the adjusted payment, which
shall take effect upon such publication.

(b) Periodic Review. At least once every three
years, the Office of Administrative and Research
Services shall review the health benefit payment by
Airport Employers set forth in ID.37.3{a) to
determine. whether the payment accurately reflects
the cost of health care and to assess the impacts of the
health benefit payment on Airport Employers and
Airport Employees and shall transmit a report with its
findings to the Council.

SECTION mSTORY

Added by Ord. No. /7/,547, EJ!. 5-5-97.
Amended by: In Enurety, Ord. No. 172.336, EJf.l-14--99; In
Erriirety, Ord. No. 180,877, Elf iO-J9-09.

Sec. 10.37.4 Notifying Empfoyees of their Potential
Right to the Federal Earned Income Credit.

Employers shall inform employees making less than
twelve dollars ($12) per hour of their possible right to
the federal Earned Income Credit ("EIC") under § 32
of the Internal Revenue Code of 1954, 26 U.S.C.
§ 32, and shall make available to employees forms
informing them about the EIC and forms required to
secure advance EIC payments from the employer.

SECTION mSTORY
. .

Article and Section Added by Ord; No. /71,547. Ejf. 5-5-97.
Amended by: in Enttrety, o.« No. 172,336, E;ff. [·14-99.

Sec. 10.37.5 Retaliation Prohibited,
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Neither an employer, as defined in this article, nor
any other person employing individuals shall
discharge, reduce in compensation, or otherwise
discriminate against any employee for complaining to
the City with regard to the employer'S compliance or
anticipated compliance with this article, for opposing
any practice proscribed by -this article, for
participating in proceedings related to this article, for
seeking to enforce his or her rights under this article
by any lawful means, or for otherwise asserting rights
under this article.

SECTION HISTORY

Article and Section Added by Ord. No. 17l,547, Ejf. 5-5-97.
Amended by: In Entirety, ora. No. 172,336, Eff. [-14-99.

Sec. 10.37.6 Enforcement,

(a) An employee claiming violation of this article
may bring an action in the Municipal Court or
Sunerior Court of the State of California, as
appropriate, against an employer and may be
awarded:

(1) For failure to pay wages required by this
article - bade pay for each day during which the
violation continued.

(2) For failure to pay medical benefits - the
differential between the wage required by this
article without benefits and such wage with
benefits, less amounts paid, if any, toward medical
benefits.

(3). For retaliation - reinstatement, back pay. or
other equitable relief the court may deem
appropriate.

(4) For willful violations, the amount of monies
to be paid under (I) - (3) shall be trebled.

(b) The court shall award reasonable attorney's
fees and costs to an employee who prevails in any
such enforcement action and to an employer who so
prevails if'tbe employee's suit was frivolous,

(c) Compliance with this article shall be required
in all City contracts to which it applies, and such
contracts shall provide that violation of this article
shall constitute a material breach thereof and entitle

the City to terminate the contract and otherwise
pursue regal remedies that may be available. Such
contracts shall also include a pledge that there shall
be compliance with federal law proscribing
retaliation for union organizing.

(d) An employee claiming violation of this article
may report such claimed violation to the DAA which
shall investigate such complaint Whether based
upon such a complaint or otherwise, where the DAA
has determined that an employer has violated this
article, the DAA shall issue a Written notice to the
employer that the violation is to be corrected within
ten (10) days. 1n the event that the employer bas not
demonstrated to the DAA within such period that it
has cured such violation, the DAA may then:

(1) Request the awarding authority to declare a
material breach of the service contract, public lease
or license, or financial assistance agreement and
exercise its contractual remedies thereunder, which
are to include, but not be limited to, termination of
the service contract, public lease or license, or

, financial assistance agreement and the return of
monies paid by the City for services not yet
rendered,

. (2) Request the City Council to debar the
employer from future City contracts, leases, and
licenses for three (3) years or until all penalties and
restitution have been fully paid, whichever occurs
last. Such debarment shall be to the extent
permitted by, and under whatever procedures may
be required by, law.

(3) Request the City Attorney to bring a civil
action against the employer seeking:

(0 Where applicable, payment of all unpaid
wages or health premiums prescribed by this
article; and/or

(ii) A fine payable to the City in the amount of
up to one hundred dollars ($100) for each
violation for each day the violation remains
uncured,

Where the alleged violation concerns non-payment of
wages or health premiums, the employer will not be
subject to debarment or civil penalties if it pays the
monies in dispute into a holding account maintained
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by the City for such purpose. Such disputed monies
shall be presented to a neutral arbitrator for binding
arbitration. The arbitrator shall determine whether
such monies shall be disbursed, in whole or in part, to
the employer or to the employees in question.
Regulations promulgated by the DAA shall establish
the framework and procedures of such arbitration
process. The cost of arbitration shall be borne by the
City, unless the arbitrator determines that the
employer's position in the matter is frivolous) in
which event the arbitrator shall assess the employer
for the full cost of the arbitration. Interest earned by
the City on monies held in the holding account shall
be added to the principal sum deposited, and the
monies shall be disbursed in accordance with the
arbitration award. A service charge for the cost of
account maintenance and service may be deducted
therefrom.

(e) Notwithstanding any provision of this Code or
any other ordinance to the contrary, no criminal
penalties shall attach for violation of this article.

SECTION HISTORY

Added by Ord. No. ]71.547, Ef[. S-S-97.
Amended by: In Entirety, Ord. No. 172,336,.FJf. 1-14-99; Subsea.
M,· Para. (i}.Ord. No. 173,747, Sf[. )-24-01.

Sec. 10.37.7 Administration.

The City Council shall by resolution designate a
department or office, which shall promulgate rules
for implementation of this article. and otherwise
coordinate administration of the requirements of this
article ("designated administrative' agency" • DM).
The DAA shall monitor compliance, including the
investigation of claimed violations, and shall
promulgate implementing regulations consistent with
this article. The DAA shall also issue determinations
that persons are City financial assistance recipients,
that particular contracts shall be regarded as "service
contracts" for purposes of Section IO.37.I(j), and that
particular leases and licenses shall be regarded as
"public leases" or "public licenses" for purposes of
Section 10.37.1(0, when it receives an application for
a determination of non-coverage or exemption as
provided for in Section 1037.13. The DAA shall
also establish employer reporting requirements on
employee compensation and on notification about
and usage of the federal Earned Income Credit
referred to in Section 10.37.4. The DAA shall report

on compliance to the City Council no less frequently
than annually.

During the first, third, and seventh years of this
article 1s operation since May 5>1997. and every third
year thereafter, the Office of Administrative and
Research Services and the Chief Legislative Analyst
shall conduct or commission an evaluation of this
article's operation and effects. The evaluation shan
specifically address at least the following matters:
(a) how extensively affected employers are
complying with the article; (b) how the article is
affecting the workforce composition of affected
employers; (c) how the article is affecting
productivity and service quality of affected
employers; (d) how the additional costs of the
article have been distributed among workers. their
employers. and the City. Within ninety days of the
adoption of this article, these offices shall develop
detailed plans for evaluation, including a
determination of what current and future data win be
needed for effective evaluation.

SECTION mSTORY

Added by Ord: Na. 171,547, Eif. 5-5-97.
Amended by: In Entirety, Ord. No. 172.336, Elf. 1·14·99; Ord.
No. 173,285, EJf. 6-26.00; Oper. 7-1-00; Ord. No. 173.747, Eft t.
24·0J.

Sec. 10.37.8 Exclusion of Service Contracts from
Competitive Bidding Requirement.

Service contracts otherwise subject to
competitive bid shall be let by competitive bid If they
involve the expenditure of at least two-million dollars
($2,000,000). Charter Section 372 shall not be
applicable to service contracts.

SECTION HlSTORY

Added by Ord. No. 17l,S47, EJf. 5·S~97.
Amended by: 11'1.Emlrety, o« No, l72,336, Eff. 1·14·99; o-c
No. 173,285, Eff 6·26-00. Opel'. 7-[-OQ.

Sec. 10.37.9 Coexistence with Other Available
Relief for Specific Deprivations of Protected
Rights.

This article shall not be construed to limit an
employee's right to bring legal action for violation of
other minimum compensation laws.

LIVING WAGE
ORDINANCE

7



SECTION HISTORY

Article and SectionAdded by Ord. No, 171.547, Elf 5·5-97.
Amended by: In Entirety, Ord. No. 172,336. Eff 1·14·99.

Sec. 10.37.10 Expenditures Covered.

This article shall apply to the expenditure
whether through aid to City financial recipients,
service contracts let by the City, or service contracts
let by its financial assistance recipients ow of funds
entirely within the City's control and to other funds,
such as federal or state grant funds, where the
application of this article is consonant with the laws
authorizing the City to expend such other funds.

SECTION HISTORY

Article and Sectton. Added by Ord. No. 111.547, Elf 5-5·97.
Amended by: In Entirety, Ord. No. 172,336, Elf. /·14-99.

Sec. 10.37.11 Timing of Application.

(a) Original 1997 Ordinance. The provisions ofthis
article as enacted by City Ordinance No,171,547;
effective May 5, 1997, shall apply to (1) contracts
consummated and financial assistance provided after
such date, (2) contract amendments consummated
after such date and before the effective date of the
1998 ordinance which themselves met the
requirements of former Section 10.37. 1(h) (definition
of "service contract") or which extended contract
duration, and (3) supplemental financial assistance,
provided after May 5, 1997 and before the effective
date of the 1998 ordinance which itself mel the
requirements of Section 10.37.1(c).

(b) 1998 Amendment. The provisions of this article
as amended by the 1998 ordinance shall apply to
(1) service contracts, public leases or' licenses, and
financial assistance agreements consummated after
the effective date of such ordinance and
(2) amendments, consummated after the effective
date of such ordinance, to service contracts, public
leases or licenses, and financial assistance
agreements that provide additional monies -or which
extend term,

(c) 2000 amendment. The provisions of this article
as amended by the 2000 ordinance shall apply to
(1) service contracts, public leases or public licenses
and City financial assistance recipient agreements

. consummated after the effective date of such
ordinance and (2) amendments to service contracts,
public leases or licenses and City financial assistance
recipient agreements which are consummated after
the effective date of such ordinance and which
provide additional monies or which extend the term.

(d) 2009 Amendment The provisions ofthis article
as amended by the 2009 ordinance shall become
operative ninety (90) days following the effective
date of the 2009 ordinance.

SECTION HISTORY

Added by Ord. No. 171,547, E./f.5·5·97.
Amended by: In Entirety, ord. No.l'T2,336, Elf /·14·99,' Subsea.
(b). Subsec. (aJAdded, Ord. No. 173,747. EfJ. 2-24·01; Subsec. (d)
Added, Ord. No. 180,877, Ef!. 10-/9-09.

Sec. 10.37.12 Supersession by Collective
Bargaining Agreement.

Parties. subject' to this article may by collective
bargaining agreement provide that such agreement
shall supersede the requirements of this article.

SECTION HISTORY

Article and Section Added by Ord. No. 171,547. Elf 5-5·97.
Amended by: in Eruirety, Ord: No. 172.336, Eif. 1·14·99.

Sec. 10.37.13 Liberal Interpretation of Coverage;
Rebuttable Presumption of Coverage.

The definitions of "City flnancial assistance
recipient" in Section IQ.37.1(c), of "public lease or
license" in Section 10.37.1(i), and of "service
contract" in Section 10.37.10) shall be liberally
interpreted so as to further the policy objectives of
this article. All recipients of City financial assistance
meeting the monetary thresholds of Section ,
10-37. I (c), all City leases and licenses (including
subleases and SUblicenses) where the City is the
lessor or licensor, and all City contracts providing for
services that are more than incidental, shall be
presumed to meet the corresponding definition just
mentioned, subject, however, to a determination by
the DAA of non-coverage or exemption on any basis
allowed by this article, including, but not limited to,
non-coverage for failure to satisfy such definition.
The DAA shall by regulation establish procedures for
informing persons engaging in such transactions with
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the City of their opportunity to apply for a
determination ornon-coverage or exemption and
procedures for making determinations on such
applications.

SECTION HISTORY

Add~dbyOrd.No.172,3S6, EJf.1-14-99.
Amended by: Ord. No. 173,747, Eff. '2-24-Vl.

Sec. 10.37.14 Severability

If any provision of this article is declared legally
invalid by any COUlt of competent jurisdiction, the
remaining provisions shall remain in full force and
effect.

SECTION mSTORY

Article and Section Added by Ora No. 17I,547, Eff. $·S·97.
Amended by: In entirety, Ord. No. 172,336, EJ/..J-14-99
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EXHIBITJ

Service Contractor Retention Ordinance



LOS ANGELES ADMINISTRATIVE CODE
Div. 10, Ch. I, Art. 16

Sec. 10.36 Findings and Statement of Policy.

SERVICE CONTRACTOR WORKER RETENTION ORDINANCE

The City awards many contracts to private
firms to provide services to the public and to City
government, The City awards many contracts to
private firms to provide services to the public and to
City government. The City also provides financial
assistance and funding to others for the purpose of
economic development or job growth. At the
conclusion of the terms of a service contract with the
City or with those receiving financial assistance from
the City, competition results in the awarding of a
service contract to what may be a different
contractor. These new contracts often involve
anticipated changes in different managerial skills,
new technology or" techniques, new themes or
presentations, or lower costs.

The City expends grant funds under
programs created by the federal and state
governments. Such expenditures serve to promote
the goals established for those programs by such
governments and similar goals of the City. The City
intends that the policies underlying this article serve
to guide the expenditure of such funds to the extent
allowed by the laws under which such grant

"programs are established.

Despite desired changes through the process
of entering into new contracts, it is the experience of
the City that reasons for change do not necessarily
include a need to replace workers presently
performing services who "already have useful
knowledge about the workplace where the services
are performed.

Incumbent workers have already invaluable
knowledge and experience with the work schedules,
practices, and clients. The benefits of replacing these
workers without such experiences decreases
efficiency and results in a disservice to City and City
financed or assisted projects.

Retaining existing service workers when a
change in contractors occurs reduces the likelihood of
labor disputes and disruptions, The reduction of the
likelihood of labor disputes and disruptions results in
the assured continuity of services to citizens who

"". ;'. '."

receive services provided by the City or by City
financed or assisted projects.

It is unacceptable that contracting decisions
involving the expenditure of City funds should have
any potential effect of creating unemployment and
the consequential need for social services. The City,
as a principal provider of social support services has. . 'an interest In the stability of employment under
contracts with the City or by those receiving financial
assistance from the City. The retention of existing
workers benefits that interest. "

SECTION mSTORY

A.rricl~and Section Atfded by Ord. No. 170,"184,Eff. 1-13-96. -
Amended by: Article and Section, Ord. No; 1'11/)04, EjJ. 5·18·96.

Sec, 10.3~.1. Definithms.

The following definitions shall apply
throughout this article:

(a) "Awarding authority" means that subordinate
or component entity or person of the City (such as a
department) or of the financial assistance recipient
that awards or is otherwise responsible for the
administration of a service contract or, if none, then
the City or the City financial assistance recipient.

(b) "City" means the City of Los Angeles and all
awarding authorities thereof. including those City
departments which exercise independent control over
their expenditure of funds, but excludes the
Community Redevelopment" Agency of the City of
Los Angeles.

(c) "City financial assistance recipient" means any
person that receives from the City ill any twelve-
month period discrete financial assistance for
economic development Dr job growth expressly
articulated and identified by the City totaling at least
one hundred thousand dollars ($100jOOO);provided,
however, that corporations organized under Section §
501(0)(3) of the United States Internal Revenue Code
of 1954,26 U.S.C, § 501(c)(3), with annual operating
budgets of less than five million dollars ($5,000,000)
or that regularly employ homeless persons, persons
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who are chronically unemployed, or persons
receiving public assistance, shall be exempt

Categories of such assistance include, but are not
limited to, bond financing, planning assistance, tax
increment financing exclusively by the City, and tax
credits, and shall not include assistance provided by
the Community Development Bank. City staff
assistance shall not be regarded as financial
assistance for purposes of this article. A loan shall
not be .regarded as financial assistance. The
forgiveness of a loan shall be regarded as financial
assistance. A loan shall be regarded as financial
assistance to the extent of any differential between
the amount of the loan and the present value of the
payments thereunder, discounted over the life of the
loan by the applicable federal rate as used in 26
U.S.C. Sections 1274(d), 7872(f). A recipient shan
not be deemed to include lessees and subleesees,
Service contracts for economic development or job
growth shall be deemed such assistance once the
$100,000 threshold is reached.

(d) \"Contractor" means any person that enters into
a service contract with the City or a City financial
assistance recipient.

(e) "Emplcyee" means any person employed as a
service employee of a contractor or subcontractor
earning less than fifteen dollars ($15.00) per hour in
salary or wage whose primary place of employment
is in the City on or under the authority of a service
contract and including but not limited to: hotel
employees, restaurant, food service or banquet
employees; janitorial employees; security guards;
parking attendants; nonprofessional health care
employees; gardeners; waste management
employees; and clerical employees; and does not
include a person who is (1) a managerial,

. supervisory, 01' confidential employees, or (2)
required to possess an occupational license.

(f) "Person" means any individual. proprietorship,
partnership, joint venture, corporation, limited
liability company, trust, association, or other entity
that may employ individuals or enter into contracts.

(g) "Service contract" means a contract let to a
contractor by the City or a City financial assistance
recipient primarily for the furnishing of services to or
for the City or financial assistance recipient (as
opposed to the purchase of goods or other property)
and that involves an expenditure or receipt in excess

of twenty-five thousand dollars ($25,000) and a
contract term of at least three months.

(h) . "Subcontractor" means any person not an
employee that enters into a contract with a contractor
to assist the contractor in performing a service
contract and that employs employees for such
PUtpose.

(i) "Successor service contract" means a service
contract where the services to be performed are
substantially similar to a service contract that has
been recently terminated.

SECTION HISTORY

Added by oe. No, 17a,784, Efj'. 1-13·96.
Amended by: Ord. No. J7/,OO4, Ef/. 5·18·96; Subsea, (c), Ord.
No, 172,84J, Elf. 114-99.

Sec. 10.36.2_ Transition Employment Period.

(a) Where an awarding authority has given notice
that a service contract has been terminated, or where
a service contractor has given notice of such
termination, upon receiving or giving such notice, as
the case may be, the terminated contractor shall
within ten (10) days thereafter provide to the
successor contractor the name, address, date of hire,
and employment occupation classification of each
employee in employment, of itself or subcontractors,
at the time of contract termination, If the terminated
contractor has not learned the identity of the
successor contractor, if any, by the time that notice
was given of contract termination, the terminated
contractor shall obtain such information from the
awarding authority. If a successor service contract
has not been awarded by the end of the ten (lO)-day
period, the employment information referred to
earlier in this subsection shan be provided to the
awarding authority at such time. Where a
subcontract of a service contract. has been terminated
prior to the termination of the service contract, the
terminated subcontractor shall for purposes of this
article be deemed a terminated contractor.

(1) Where a service contract or contracts are
being let where the same or similar services were
rendered by under multiple service contracts, the
City or City financial aid recipient shall pool the
employees, ordered by seniority within job
classification, under such prior contracts.

(2) Where the use of subcontractors has occurred
under the terminated contract or where the use of
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subcontractors is to be permitted under the
successor contract, or where both circumstances
arise, .the Chy or City financial assistance
recipient shan pool, when applicable, the
employees, ordered by seniority within job
classification, under such prior contracts or
subcontracts where required by and in
accordance with rules authorized by this article.

(b) A successor contractor shall retain, for a ninety
(90)-day transition employment period, employees
who have been employed by the terminated
contractor or its subcontractors, if any, for the
preceding twelve (12) months or longer. Where
pooling of employees has occurred, the successor
contractor shall draw from such pools in accordance
with rules established under this article. During such
ninety (90)-day period, employees so hired shall be
employed under the terms and conditions established
by the successor contractor (or subcontractor) or as
required by law. .

(c) If at anytime the successor contractor determines
that fewer employees are required to perform the new
service contract than were required by the terminated
contractor (and subcontractors, if any), the SUccessor
contractor shall retain employees by seniority within
job classification. .

(d) During such ninety (90)-day period, the
successor contractor (or subcontractor, where
applicable) shall maintain a preferential hiring list of
eligible covered employees not retained by the
successor contractor (or SUbcontractor) from which
the successor contractor (or subcontractor) shall hire
additional employees.

(e) Except as provided in subsection (c) of this
section, during such ninety (90)-day period the
successor contractor (Dr subcontractor, where
applicable) shall not discharge without cause an
employee retained pursuant to this article. "Cause"
for this purpose shall include, but not be limited to,
the employee's conduct while in the employ of the
terminated contractor or subcontractor that
contributed to any decision to terminate the contract
or subcontract for fraud or poor performance. .

(f) At the end of such ninety (90)-day period, the
successor contractor (or subcontractor, where
applicable) shall perform a written performance
evaluation for each employee retained pursuant to
this article. If the employee's performance during
such ninety (90)-day period is satisfactory, the

.... ,. '.

successor contractor (or subcontractor) shall offer the
employee continued employment under the tenus and
conditions established by the successor contractor (or
subcontractor) or as required by law. During such
ninety (90)-day period, the successor contractor shall
maintain a preferential hiring list of eligible covered
employees not retained by the successor contractor
from which the successor contractor shall hire
additional employees.

(g) If the City or a City financial assistance recipient
enters into a service contract for the performance of
work that prior to the service contract was performed
by the City's or the recipient's own service
employees, the City or the recipient, as the case may
be, shan be deemed to be a "terminated contractor"
within the meaning of this section and the contractor
under the service contract shall be deemed to be a
"successor contractor" within the meaning of this
section and section 10.36.3.

SECTION HISTORY

Added by Ord. No, 170,784, Sff. 1-13-96.
Amended By: o« No. 171,oiJ4, Sf[. 5·10.96:. Subsec. (g) Added,
Ord. No. 172,349. Elf 1-29-1)9.

Sec. 10.36.3. Enforcement.

(8) An employee who has been discharged in
violation of this article by a successor contractor or
its subcontractor. may bring an action in the
Municipal Court or Superior Court of the State of
California, as appropriate, against the successor
contractor and. where applicable, its subcontractor,
and may be awarded:

(1) Back pay for each day during which the
violation continues, which shall be calculated at
a rate of compensation not less than the higher
of:

(A) The average regular rate of pay received
by the employee during the last 3 years of
the employee's employment in the same
occupation classification; or

(B) The final regular rate received by the
employee.

(2) Costs of benefits the successor' contractor
would have incurred for the employee under the
successor contractor's (or subcontractor's, where
applicable) benefit pian.
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(b) If the employee is the prevailing party in any such
legal action, the court shall award reasonable:
attorney's fees lind costs as part of the costs
recoverable.

(c) Compliance with this article shall be required in.
all City contracts to which it applies, and such
contracts shall provide that violation of this article
shall entitle the City to terminate the contract and
otherwise pursue legal remedies that may be
available.

(d) Notwithstanding any provision of this Code or
any other ordinance to the contrary, no criminal
penalties shalt attach for any violation ofihis article.

""

SECTION mSTORY

Added lJy Ord. No. 170,784. Eff, J-13-96.
Amended By: Ord. No. 17l.oo4, E.ff. 5-18-96.

Sec. 10.36.4, Exemption for Successor Contractor'
or Subcontractor's Prior Employees.

An awarding authority shall upon application by a
contractor or subcontractor exempt from the
requirements of this article a person employed by "the
contractor or subcontractor continuously for at least
twelve (12) months prior to the commencement of
the successor service contract or subcontract who is
proposed to work on such contract or subcontract as"
an employee in a capacity similar to such. prior
employment, where the application demonstrates that
(a) the person would otherwise be laid off work and
(b) his Dr her retention would appear to be helpful to
the contractor or subcontractor in performing the
successor contract or subcontract Once a person so
exempted commences work under a service contract
or subcontract, he or she shall be deemed" an
employee as defined in Section 10.36.1(e) of this
Code.

SECTION ffiSTORY

AMed by Ord. No. 170.784, Eff. 1-/3·96.
Amended By: o-a. No. 171,004. Elf. S-18·96.

See. 10.36.5. Coexlstence with Other Available
Relief for Specific Deprivations of Protected
Rights.

This article shall not be construed to limit an
employee's right to bring legal action for wrongful
termination.

SECTION mSTORY

Added by Ord. No: 170,784, EjJ. I-H-M.
Amended By: Ord. No. /71,004. EjJ. 5-18-96.

Sec. 10.36.6. Expenditures Covered' by this Article.

This article shall apply to the expenditure, whether
tbrou~ service contracts let by the City or by its
fi~a~clal as~istance recipients, of funds entirely
within the City's control and to other funds, such as .
federal or state grant funds, where the application of
this article is consonant with the laws authorizing the
City to expend such other funds. City financial
assistance recipients shall apply this article to the
expenditure of non-City funds for service contracts to
be performed in the City by complying themselves
with § 1O.36.2(g) and by contractually requiring their
service contractors to comply with this article. Such
requirement shall be imposed by the recipient until
the City financial assistance has been fully expended,

SECTION HISTORY

Add~d by Ord. No. nl.OO-1, EJ!. 5-18-96.
Amemfcd by: ani. No. 172.337. EjJ. 1-14-99; Ord. No. 172.843,
Elf. 11-4-99

Sec. 10,36.7. Timing of Application of Ordinances
Adding and then Amending this Article.

The provisions of this article as set forth in City
Ordinance No. 171,004 shall apply to contracts
consummated and financial assistance provided after
May 18, 1996 (the effective date of City Ordinance
No. 171,004). As for contracts consummated and
financial assistance provided after the original
version of this article took effect on January 13,1996
(by City Ordinance No. 170,784) and through May
18,1996, the City directs its appointing authorities
and urges others affected to use their best efforts to
work cooperatively so as to allow application City
Ordinance No. 171,004 rather than City Ordinance
No. 170,784 to service contracts let during such
period. No abrogation of contract or other rights
created by City Ordinance No. 170,784, absent
consent to do so, shall be effected by the retroactive
application of City Ordinance No. 171,004. "

SECTION HISTORY

Ad,Jedby oe. No. 17J. 784. Ejf.l-/3-96.
Amended by: Ord. No. 171,004. E.!J.S·18·96: Ord. No. 172.337.
Eff. 1-14-99.

Sec. 10.36.S. Promulgation of Implementing Rules.
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The City Council shall by resolution designate a
department or office, which shall promulgate roles
for implementation of this article and otherwise
coordinate administration of the requirements of this
article.

SECTION HISTORY

Added by On!. No. 171,004, Ejf.5-J8-96.

Sec. 10.36.9. Severability.

If any severable provision or provisions of'this article
or aq.y application thereof is held invalid, such
invalidity shall not affect other provisions or
applications of the article that can be given effect
notwithstanding such invalidity.'

SECTION mSTORY

Added by Ora. No. 171.004, Eff.5-18-96.
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EXHIBITK

Equal Employment Practices



LOS ANGELES ADMINISTRATIVE CODE
Div. 10, Ch.I, Art.l

EQUAL El\'.[fLOYMENT

Sec. 10.8.3. Equal Employme~t Practices
Provisions.

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

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

1. This provision applies to work or
service performed or materials manufactured
or assembled in the United States.
2. Nothing in this section shall require or
prohibit the establishment of new
classifications of employees in any given
craft, work or service category.
3. The contractor agrees to post a copy of
Paragraph A hereof: in conspicuous places at
its place of business available to employees
and applicants for employment.

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

C. As part of the City's supplier registration
process, and/or at the request of the awarding
authority, or the Board of Public Works, Office
of Contract Compliance, the contractor shan

certify in the specified format that he or she has
not discriminated in the performance of City
contracts against any employee o.r applicant for
employment on the basis or because of race,
religion, national origin, ancestry, sex, sexual
orientation, age, disability, marital status or
medical condition.

. D. The contractor shan permit access to and
may be required to. provide certified copies of an
of his or her records pertaining to employment
and to employment practices by the awarding

. authority or the Office of Contract Compliance
for the purpose of investigation to ascertain
compliance with the Equal Employment
Practices provisions of City contracts. On their
or either of their request the contractor shall
provide evidence that he or she has or will
comply therewith,

E. The failure of any contractor to. comply with
the Equal Employment Practices provisions of
this contract may be deemed to be a material
breach of City contracts. Such failure shall only
be established upon a finding to that effect by the
awarding authority, on the basis of its OWl1
investigation or that of the Board of Public
Works, Office of Call tract Compliance. No such
finding shan be made or penalties assessed
except upon a full and fair hearing after nonce
and an opportunity to be heard has been given to
the contractor.

F. Upon a finding duly made that the contractor
bas failed to comply with the Equal Employment
Practices provisions of a City contract, the
contract may be forthwith canceled, terminated
0.1' suspended, in whole or in part, by the
awarding authority, and all monies due or to
become due hereunder may be forwarded to and
retained by the City of Los Angeles. In addition
thereto, such failure to comply may be the basis
for a determination by the awarding authority or
the Board of Public Works that the said
contractor is an irresponsible bidder or proposer
pursuant to the provisions of Section 371 of the
Charter of the City of Los Angeles. In the event
of such a determination, such contractor shall be

EQUAL EMPLOYMENT
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disqualified from being awarded a contract with
the City of Los Angeles for a period of two
years, .or until the contractor shall establish and
cany out a program in conformance with the
provisions hereof.

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

H. The Board of Public Works shall promulgate
rules and regulations through the Office of
Contract Compliance, and provide necessary
forms and required language to the awarding
authorities to be included in City Request for
Bids or Request for Proposal packages or in
supplier registration requirements for the
implementation of the Equal Employment
Practices provisions of this contract, and such

. rules and regulations and forms shall, so far as
practicable, be similar to those adopted in
applicable Federal Executive orders. No other
rules, regulations or forms may be used by an
awarding authority of the City to accomplish the
contract compliance program.

L Nothing contained in this contract shall he
construed in any manner so as to require or
permit any act which is prohibited by law.

J. At the timea supplier registers to do business
with the City, or when an individual bid or
proposal is submitted, the contractor shall agree
to adhere to the Equal Employment Practices
specified herein during the performance or
conduct of City Contracts.

K, Equal Employment Practices shall, without
limitation as to the subject or nature of
employment activity, be concerned with such
employment practices as;

l , Hiring practices;
2. Apprenticeships where such approved
programs are functioning, and other on-the-
job training for non-apprenticeable
occupations;
3. Training and promotional opportunities;
and
4. Reasonable accommodations for persons
with disabilities.

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

SECTION mSTORY

Amende4 by: Ord. No.N7, 030, Elf. 4-28-75; Paragrapm II., B.,
c; o« No. 164,516, ejf. 4-13-89.' P(J.mgr4phs c., Ord.
No.J68,244, EjJ. 10-]8-92: o« No. 173,186, Eff. ,5~22·00:
SIIOSIlC. F., Ord. No.173,285, Elf. 6-26·00. Opel'. 7·1-00.
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EXHIBITL

Affirmative Action



LOS ANGELES ADMINISTRATIVE CODE

Div. 10, Ch. 1, Art. 1

AFFIRMATIVE ACTION

Sec. 10.8.4. Affirmative Action Program
Provisions. C. As part of the City's supplier registration

process, and/or at the request of the awarding
authority or the Office of Contract Compliance,
the contractor shall certify on an electronic or
hard copy form to be supplied, that the contractor
has not discriminated in the performance of City
contracts against any employee or applicant for
employment on the basis or because of race,
religion, ancestry, national origtn, sex, sexual
orientation, age, disability, marital status or
medical condition.

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

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

1. This prOYlS10n applies to work or
services performed or materials
manufactured or assembled in the United
States.
2. Nothing in this section shall require or
prohibit the establishment of new
classifications of employees in any given
craft, work or service category.

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

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

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

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

F. Upon a finding duly made that the contractor
has breached the Affirmative Action Program
provisions of a City contract, the contract may be
forthwith cancelled, terminated or suspended, in
whole or in part, by the awarding authority, and
all monies due or to become due hereunder may
be forwarded to and retained by the City of Los
Angeles. In addition thereto, such breach may
be the basis for a determination by the awarding
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authority or the Board of Public Works that the
said contractor is an irresponsible bidder or
proposer pursuant to the provisions of Section
371 of the Los Angeles City Charter. In the
event of such determination, such contractor
shall be disqualified from being awarded a
contract with the City of Los Angeles for a
period of two years, or until he or she shall
establish and carry out a program in
conformance with the provisions hereof.

proposal or at the time it registers to do business
with the City. The plan shall be subject to
approval by the Office of Contract Compliance
prior to award of the contract. The awarding
authority may also require contractors and
suppliers to take part in a pre-registration, pre-
bid, pre-proposal, or pre-award conference in
order to develop, improve or implement a
qualifying Afflrmative Action Plan. Affirmative
Action Programs developed pursuant to this
section shall be effective for a period of twelve
months from the date of approval by the Office
of Contract Compliance. In case of prior
submission of a plan, the contractor may submit
documentation that it has an Affirmative Action
Plan approved by the Office of Contract
Compliance within the previous twelve months.
If the approval is 30 days or less from expiration,
the contractor must submit a new Plan to the
Office of Contract Compliance and that Plan
must be approved before the contract is awarded.

G. In the event of a finding by .the Fair
Employment and Housing Commission of the
State of California, or the Board of Public Works
of the City of Los Angeles, or any court of
competent jurisdiction, that the contractor has
been guilty of a willful violation of the
California Pair Employment and Housing Act, or
the Affirmative Action Program provisions of a
City contract, there may be deducted from the
amount payable to the contractor by the City of
Los Angeles under the contract, a penalty of
TEN DOLLARS ($10.00) for each person for
each calendar day on which such person was
discriminated against in violation of the
provisions of a City contract

(1) Every contract of$5,OOO or more which
may provide construction, demolition,
renovation, . conservation or major
maintenance of any kind shall in addition
comply with the requirements of Section
10,13 of the Los Angeles Administrative
Code.
(2) A contractor may establish and adopt as
its own Affirmative Action Plan, by affixing
his or her signature thereto, an Affirmative
Action Plan prepared and furnished by the
Office of Contract Compliance, or it may
prepare and submit its own Plan for
approval.

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

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

L. The Office of Contract Compliance shall
annually supply the awarding authorities of the
City with a list of contractors and suppliers who
have developed Affirmative Action Programs.
For each contractor and supplier the Office of
Contract Compliance shall state the date the
approval expires. The Office of Contract
Compliance shall not withdraw its approval for
any Afflrmative Action Plan or change the
.Affirmative Action Plan after the date of contract
award for the entire contract term without the
mutual agreement of the awarding authority and
the contractor.

J. Nothing contained in City contracts shall be
construed in any manner. so as to require or
permit any act which is prohibited by law,

K.. The contractor shall submit an Aftit'mative
Action Plan which shall meet the requirements
of this chapter at the time it submits its bid or
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M The Affirmative Action Plan required to be
submitted. hereunder and the pre-registration,
pre-bid, pre-proposal or pre-award conference
which may he required by the Board of Public
Works, Office of Contract Compliance or the
awarding authority shall. without limitation as to
the SUbjector nature of employment activity, be
concerned with such employment practices as,

may be publicized by the contractor at his or her
discretion. Approved Affirmative Action
Agreements become the property of the City and
may be used at the discretion of the City in its
Contract Compliance Affirmative Action
Program,

1, Apprenticeship where approved
programs are functioning, and other on-the-
job training for non-appreaticeable
occupations;
2, Classroom preparation for the job when
not apprenticeable;
3, Pre-apprenticeship education and
preparation;
4. Upgrading training and opportunities;
5. Encouraging the use of contractors,
subcontractors and suppliers of all racial and
ethnic groups, provided, however, that any
contract subject to this ordinance shall
require the contractor, subcontractor or
supplier to provide not less than the
prevailing wage, working conditions and
practices generally observed in private
industries in the contractors, subcontractor's
or supplier's geographical area for such
work;
6, The entry of qualified women, minority
and all other journeymen into the industry;
and
7. The provision of needed supplies or job
conditions to permit persons with disabilities
to be employed, and minimize the impact of
any disability.

P. This ordinance shall not confer upon the City
of Los Angeles or any Agency, Board or
Commission thereof any power not otherwise
provided by law to determine the legality of any
existing collective bargaining agreement and
shall have application only to discrimlnatory
employment practices by contractors or suppliers
engaged in the performance of City contracts,

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

SECTION llISTORY

Amel1tkd by Om. No. 147.030, Elf. 4-28-75; Paragraphs A" B.,
c., Ord. No. 164,516, EjJ. M3-89; Paragraphs B. and c., o-«
No. 168,144, Eff. 10-18-92,' Title and Secuon, o-« No. 173.186.
elf s-u-oo. Subsec; F; Ord. No. 173,285, Elf. 6.26·00, Oper. 7-1-
00.

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

0, Affirmative Action Agreements resulting
from the proposed Affirmative Action Plan or
the pre-registration, pre-bid, pre-proposal or pre-
award conferences shall not be confidential and
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