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RESOLUTION NO. (CM)

A RESOLUTION OF THE CITY COUNCIL OF THE
CITY OF WATSONVILLE APPROVING AIRPORT
GROUND LEASE AGREEMENT AND PERSONAL
GUARANTY BETWEEN THE CITY OF WATSONVILLE
AND MONTEREY BAY AVIATION, INC.,, A
CORPORATION, DBA UNITED FLIGHT SERVICES,
FOR CONSTRUCTING A 14,500 SQUARE FOOT
AIRCRAFT MAINTENANCE AND FLIGHT TRAINING
FACILITY ON APPROXIMATELY 1.47 ACRES OF
LAND LOCATED AT THE WATSONVILLE
MUNICIPAL AIRPORT AND AUTHORIZING AND
DIRECTING THE CITY MANAGER TO EXECUTE
SAME

BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY
OF WATSONVILLE, CALIFORNIA, AS FOLLOWS:

1. That the Ground Lease Agreement and Personal
Guaranty between the City of Watsonville and Monterey Bay
Aviation, Inc., a corporation, dba United Flight Services, for
constructing a 14,500 square foot aircraft maintenance and flight
training facility on approximately 1.47 acres of land located at the
Watsonville Municipal Airport, a copy of which Ground Lease

Agreement and Personal Guaranty are attached hereto and
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incorporated herein by this reference, are fair and equitable and
are hereby ratified and approved.

2. That the City Manager is hereby authorized and directed
to execute the Ground Lease Agreement and Personal Guaranty

for and on behalf of the City of Watsonwville.
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LEASE AGREEMENT FOR FIXED BASE OPERATION AT WATSONVILLE
MUNICIPAL AIRPORT

THIS LEASE made and entered into this dayof _____ 2009, between the City of
Watsonville, a municipal corporation, herein called "City", and Monterey Bay Aviation, Inc., a California
corporation, doing business as United Flight Services, herein called “Tenant.” City and Tenant may be
referred to in this Lease as the Parties.

1. Description.

City hereby leases to Tenant and Tenant hereby hires and takes possession from City all that certain
real property situated at the Watsonville Municipal Airport (Airport) in the City of Watsonville, County of
Santa Cruz, State of California, consisting of approximately one and one half (1.47) acres and more
particularly described as follows:

BEGINNING at a point from which a 3/4-inch pipe at the South corner of the
lands described in the Final Decree of Condemnation recorded March 24, 1944 in
Volume 471, Page 497, Official Records of Santa Cruz County bears South 57° 38' 30"
East 86.07 feet, South 82° 5' East 134,03 feet, South 1° 57' East 267.70 feet and South
77° 28' West 2.14 feet distant and running thence from said point of beginning North 57°
38' 30" West 240.00 feet; thence North 32° 21' 30" East parallel to and 500.00 feet distant
from the centerline of the runway known as the Northeast-Southwest runway for a
distance of 200.00 feet; thence South 57° 38' 30" East 240.00 feet; thence South 32° 21"
20" West 200.00 feet to the point of beginning, containing an area of land 1.10 acres, a
little more or less.

on the terms and subject to the conditions as hereinafter set forth. The area is hereafter referred to as
"Premises" generally, unless otherwise referred to specifically
2. Term.

The term of this Lease shall be for Twenty (20) years, which term shall commence July 1, 2009
(“Commencement Date”), and terminate June 30, 2029, unless sooner terminated under the conditions of this
Lease (the “Term”).

3. Rental.

Tenant shall pay to City as a minimum Base Rent, subject to adjustment as provided in paragraph 3.3, the
following: The sum of One Thousand Five Hundred Ninety Dollars ($1,590.00) per month commencing July 1,
2009. All rental payments shall be paid per month in advance on the first day of each month, free from
all claims and demands against City of any kind or nature or description whatsoever and without
deduction or offset, commencing on the date the Term commences, and continuing during the Term.

Except as otherwise provided herein, the Base Rent for any Term consisting of other than twelve



(12) full months shall be prorated upon a daily basis based upon a Three Hundred Sixty (360)
day year. In addition, if the commencement date of this Lease should occur on a date other than
the first day of a month, or if the expiration date of this Lease should occur on a day other than
the last day of the month, then the Rent for such fractional month shall be prorated upon a daily
basis upon a Thirty (30) day month. All rent shall be paid to City at the address to which notices to
City are given.

3.1. Late Payment Penalty.

Rent is due on the first day of the month and delinquent if not paid by the tenth (10™) day
of the month. A late payment fee of ten percent (10%) of the amount due shall be payable for
each and every payment not paid before it becomes delinquent.

3.2.  Service Charge.

Rent not paid within thirty (30) days of its initial due date shall in addition to the Late
Payment Penalty, also incur a service charge of one per cent (1%) per month on the unpaid
balance accruing as of the thirty-first (31%') day and continuing thereafter until paid.

3.3. Periodic Cost of Living Adjustment.

The Base Rent provided for in paragraph 3, above, shall be adjusted on July 1, 2010, and
on each anniversary thereof (the "Adjustment Date"), according to any increase in the U.S.
Consumer Price Index of the Bureau of Labor Statistics of the Department of Labor for All
Urban Consumers (“CPI”) for San Francisco-Oakland-San Jose Metropolitan Area (based on the
standard reference base of 1982-84 equals 100), based on the following formula: Base Rent will
be multiplied by the most current CPI preceding the first calendar month during which the
adjustment is to take effect, and divided by the most recent CPI preceding the Commencement
Date. In no event shall any adjusted Base Rent be less than the Base Rent for the month
immediately preceding the adjustment.

If the described Index shall no longer be published, another generally recognized as
authoritative index shall be substituted by agreement of the Parties. If they are unable to agree
within Thirty (30) days after demanded by either party, the substitute index shall on application
of either party be selected by the chief officer of the San Francisco Regional Office of the
Bureau of Labor Statistics, or by said officer within Thirty (30) days from the date application is

made by either party. The annual Base Rent in effect from and after each and every Adjustment
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Date shall be appropriately adjusted to reflect any change in the basis of computing the Index by
the Bureau of Labor Standards.

4. Security Deposit.

On execution of this Lease, Tenant shall deposit the sum of One Thousand Five Hundred
Ninety Dollars ($1,590.00) as security for the faithful performance of the terms, covenants and
conditions of this Lease. Interest from the deposit shall not be remitted to the Tenant. If Tenant
is in default beyond all applicable notice and cure periods, City can use the security deposit or
any portion of it, to cure the default or to compensate City for all damages or loss sustained by
City resulting from Tenant's default if the notice requirements, if applicable, have been observed.
Tenant shall immediately, on demand, pay to City a sum equal to the portion of the security
deposit expended or applied by City as provided in this Section so as to maintain the security
deposit in the sum initially deposited. Upon final accounting by City within Sixty (60) days of
the end of the Term of this Lease, any balance of said deposit shall be refunded to Tenant.
5. Taxes.
Tenant shall pay all taxes, assessments and licenses levied, imposed or required by any
governmental subdivision, body or authority on or in respect to:
¢ Any improvement or property placed on the Premises by Tenant or by City with Tenant's
permission or by any other person with Tenant's permission.
¢ The use, occupancy or possessory rights in the Premises. City, pursuant to Section 107.6
of the California Revenue and Taxation Code hereby gives notice that the interest of
Tenant in this Lease may be subject to property taxation as a possessory interest. By
signing this Lease, Tenant acknowledges that it is aware of such tax and agrees to pay
same when due.
¢ Any business, activity or transaction conducted thereon by Tenant.
¢ City, County or State licenses(s) required as a result of Tenant's business..
6. Utilities.
Tenant shall pay for all water, sewer, gas, heat, light, power, telephone service, garbage and all
other services supplied to the Premises by City, including installation and connection of such services from
the main source thereof. In no event shall City have any liability to Tenant, nor shall Rent abate, in the

event of any interruption or discontinuance of any of the aforesaid utilities or services to the Premises.
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7. Use of Premises.

The Premises may be used solely for the purpose of a Fixed Base Operation" as that term is used in
the airplane-airport industries, Tenant shall establish, maintain and efficiently continue to operate a Fixed
Base Operation on the Premises which is limited to the following:

e Wholesale purchase, stocking, retail display, and sales of aircraft and aircraft parts,
aircraft radio, radio parts, and equipment and supplies related to the preceding items;

e the operation of a flight school, ground school, air taxi, charter services, and aerial
photography;

e the operation of an aircraft engine, aircraft airframe, and aircraft radio, maintenance and
overhaul business;

e aircraft washing.

Tenant may conduct insurance sales relating to aircraft insurance of all kinds, but only if incidental to
the other operations of Tenant. Tenant may operate vending machines for dispensing food, beverages, or
cigarettes, but only if incidental to other operations of Tenant.

Tenant is prohibited from engaging in the following:

e Thesale of food to or the consumption thereof by the public, except as provided above;

e the sale or consumption of alcoholic and non-alcoholic beverages, provided that coffee and
soft drinks may be sold from mechanical dispensers as provided above;

e with respect to public tie down and hangar services, Tenant shall not rent tie down or hangar
services but shall refer customers therefore to the City;

e the manufacture of aircraft;

e Tenant shall not operate a Unicom radio communication business on the Airport; no
maintenance may be performed by Tenant on anything other than aircraft items as described
above in this Section 7, such as automobiles, boats, or other items.

Tenant shall have the right of access to and use of facilities at the Airport designed for common use,
such as landing area, aprons, taxiways, flood lights, landing lights, beacons, and other common use
facilities supplied by City for convenience and accommodation in operation, landings, and takeoff of such
aircraft as such accommodations now or hereafter exist. The rights herein extended to Tenant shall include
the right to land, take off, tow, load or unload aircraft. Should access to runways require grading or paving,
Tenant shall so grade and pave at its own expense. Such work shall be done only upon prior written approval

of the City Department of Public Works and according to its specifications.

4
watc11529\united flight lease.061609



8. Development of Area.

Upon execution of this Lease, Tenant may commence certain work on Premises such as clean-up,
minor grading, and such work as will not require City approval or Permits. Within Thirty (30) days of
execution of this Lease, Tenant shall submit actual plans and specifications, engineering and soil reports,
and such other necessary data to City for approval and issuance of a building permit for a structure consisting of
approximately Fourteen Thousand Five Hundred (14,500) square feet on Area A, and as generally
described in Section 1 above. Tenant shall complete construction of the exterior structure and
improvements as provided in the building permit, but not necessarily the interior improvements of the structure,
within One Hundred Twenty (120) days of the issuance of a building permit therefore.

The commencement and completion of new construction as provided above is a substantial
element and consideration of this Lease, and the commencement and continuance of the Term is expressly
conditioned upon the prompt and successful completion of construction. In the event Tenant fails or refuses
to proceed or obtain any required element, step, permit or construction schedule necessary or reasonable
for a prompt or successful completion of improvements as above provided, then upon Thirty (30) days
written notice by City to Tenant this Lease shall terminate as to that area affected by such failure to
proceed. Forfeiture for failure to proceed as scheduled shall have no effect upon a completed area
improvement but shall operate as a severance so as to continue with the Term on an area with
completed improvements.

Tenant acknowledges that except as otherwise provided in this Lease, Tenant has received and
shall comply with the provisions of the "Minimum Improvements Standards for the Construction of any
Improvements on the Watsonville Municipal Airport" as adopted by the City Council, a copy of which is
attached to this Lease as Exhibit “A.”

9. Conditions of Major Construction.

Before the major work of new construction on any area is commenced on the Premises, and before
any building materials have been delivered to the Premises by Tenant or under Tenant's authority, Tenant
shall comply with all the following conditions or procure City's written waiver of the condition or
conditions specified in the waiver:

(1) Deliver to City for City's approval two (2) sets of preliminary construction plans and
specifications, and four (4) copies of site plan. City shall not unreasonably disapprove preliminary
plans and specifications;

(i1) Notity City of Tenant's intention to commence the work of improvement at least fifteen (15)
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days before commencement of any such work or delivery of any materials. City shall have the right
to post and maintain on the Premises any notices of non-responsibility provided for under applicable law;
and,

(iii) Approvals, including, but not limited to or restricted to a grading permit, building permit,
zoning and planning requirements, and approvals from various governmental agencies and bodies
having jurisdiction.

Tenant shall require from the contractor:

(1) certificates of insurance evidencing coverage for "Builder's Risk", (ii) evidence of Worker's
Compensation Insurance covering all persons employed in connection with the work and with
respect to whom death or bodily injury claims could be asserted against City or the Premises, and (ii1)
evidence that contractor has paid or caused to be paid all premiums for the coverage described in this
sub-paragraph and premiums sufficient to assure maintenance of all insurance during the anticipated
course of the work.

10. Soil Conditions.

City makes no covenants or warranties respecting the condition of the soil or sub-soil or any other
condition of the Premises. Tenant may enter onto the land before commencement of work to make soil and
structural engineering tests that Tenant considers necessary. All such tests made by or on behalf of
Tenant shall be at Tenant's sole expense and shall be evidenced by a separate contract. A copy of the
report shall be delivered by Tenant to City.

11. Tenant's Right to Grant Easements.

Upon receiving all necessary permits and approvals for the new work of improvement, City shall
grant to public entities or public service corporations, for the purpose of serving only the Premises,
rights of way or easements on or over the Premises for poles or conduits or both for telephone, electricity
or water, sanitary or storm sewers or both, and for other utilities or municipal services.

12. New Construction Completion Date.

Once work is begun, Tenant shall with reasonable diligence prosecute all construction of
improvements for completion and ready for use; provided however, that the time for completion shall
be extended for as long as Tenant shall be prevented from completing the construction by delays beyond
Tenant's control; but failure, regardless of cause to commence construction within Two (2) months
following issuance of a building permit, at City's election exercised by Ten (10) days written notice, shall

terminate this Lease.
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13. Protection of City against Cost or Claim.

Tenant shall pay or cause to be paid the total cost and expense of all works of improvements, as that
phrase is defined in the mechanic's lien law in effect at the place of construction when the work
begins. No such payment shall be construed as rent. Tenant shall not suffer or permit to be
enforced against the Premises or any part of it any mechanic's, material man’s, contractor’s, or sub-
contractor’s lien arising from any work of improvement, however it may arise. However, Tenant
may in good faith and at Tenant's own expense contest the validity of any such asserted lien, claim, or
demand, provided Tenant has furnished the bond required in California Civil Code Section 3143. Tenant
shall indemnify, hold harmless and defend City against all liability and loss of any type arising out of
work performed on the Premises by Tenant, together with reasonable attorney's fees and all costs and
expenses incurred by City in negotiating, settling, defending, or otherwise protecting against such claims.

14. Notice of Completion.

On completion of the work of improvement, Tenant shall file or cause to be filed a notice of
completion. Tenant hereby appoints City as Tenant's attorney in fact to file the notice of completion on
Tenant's failure to do so after the work of improvement has been substantially completed.

15. Ownership of Improvements.

All improvements on the Premises shall become City's property free of all claims to or against
them by Tenant or any third person except for the construction loan by a lending institution, and Tenant
shall indemnify, hold harmless and defend City against all liability and loss arising from such claims or
from City's exercise of the rights conferred by this paragraph.

16. Tenant's Right to Remove.

At the normal expiration of the Term, provided Tenant is not in default, Tenant shall have the
right to remove any and all trade fixtures provided all resultant injuries to the Premises and remaining
improvements, except for ordinary wear and tear, are completely remedied and Tenant complies with
City's reasonable requirements respecting the resultant appearance.

17. No Subordination.

City shall not subordinate the fee title to the Premises to any security transaction to enable
Tenant to obtain financing for the new improvements. The Premises are now and shall remain free and
clear of any liens, encumbrances or other Tenant obligations to third Persons.

18. Alterations and Additions.

Tenant shall not make any alterations or improvements to or erect any additional structures on
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the Premises without prior written consent of City. Tenant shall provide to City two (2) sets of
plans and specifications for any proposed alteration or improvement for review and approval by
City. Any alterations or additions approved by City shall be constructed at the sole expense of

Tenant.

19. Compliance with rules, regulations and laws.

In the use and occupancy of the Premises and in the conduct of all business, activities and
transactions thereon, Tenant will comply with all applicable laws, ordinances, rules, regulations
and orders of City or any governmental subdivision, body or authority, including all federal, state
and municipal laws and ordinances and all rules and regulations of the Federal Aviation
Administration and City's rules and regulations concerning the operations of the Airport if
Tenant’s specific use requires or necessitates such compliance.

20. Storage of Materials, Equipment.

No materials, supplies, products, equipment or other personal property shall be stored or
permitted to remain on any portion of the Airport, outside of the building on the Premises, or on
any City approved buildings or structures without City's prior written consent. Tenant may store
personal property items, supplies, materials and combustibles inside the hangar in a safe, neat
and sanitary manner. Tenant shall provide or cause to be provided adequate enclosures, and/or
suitable covered metal receptacles within the Premises for the short-term accumulation and
storage of solid waste, such as rubbish, trash, garbage, sludge, discarded machinery or parts and
any other solid industrial wastes.

21. Environmental Protection.

21.1. Hazardous Substances.

The term “Hazardous Substances,” as used in this section, shall include, without limitation,
flammables, explosives, radioactive materials, asbestos. Polychlorinated biphenyls (PCBs), chemicals
known to cause cancer or reproductive toxicity, pollutants, contaminants, hazardous wastes, toxic
substances or related materials, petroleum and petroleum products, and substances declared to be
hazardous or toxic under any law or regulation now or hereafter enacted or promulgated by any
governmental authority.

21.2.  Environmental Prohibitions. Tenant shall not cause or permit to occur:
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(a) Any violation of any federal, state, or local law, ordinance, or regulation now or hereafter
enacted, related to environmental conditions on, under, or about the Premises, or arising from Tenant’s
use or occupancy of the Premises, including, but not limited to, soil and groundwater conditions; or

(b) The use, generation, release, manufacture, refining, production, processing, storage, or disposal of
any Hazardous Substance on, under, or about the Premises, or the transportation to or from the Premises
of any Hazardous Substance arising from Tenant’s use or occupancy of the Premises.

21.3. Environmental Compliance.

(a) Tenant shall, at Tenant’s expense, comply with all laws regulating the use, generation, storage,
transportation, or disposal of Hazardous Substances (the “Laws”).

(b) Tenant shall, at Tenant’s expense, make all submissions to, provide all information required by,
and comply with all requirements of all governmental authorities (the “Authorities”) under the Laws.

(©) If any Authority or any third party demands that a clean-up plan be prepared and that a clean-up
be undertaken because of any deposit, spill, discharge, or other release of Hazardous Substances that
occurs during the Term, or any extension thereof, at or from the Premises, or which arises at any time
from Tenant’s use or occupancy of the Premises, then Tenant shall, at Tenant’s expense, prepare and
submit the required plans and all related bonds and other financial assurances and Tenant shall carry out
all work required by such clean-up plans.

d Tenant shall promptly provide all information regarding the use, generation, storage,
transportation or disposal of Hazardous Substances that is requested by City. If Tenant fails to fulfill any
duty imposed under this Section 21.3, within a reasonable time, City may do so; and reasonably in such
case, Tenant shall cooperate with City in other to prepare all documents City reasonably deems necessary
or appropriate to determine the applicability of the Laws to the Premises and Tenant’s use thereof, and
from compliance therewith, and, Tenant shall execute all documents promptly upon City’s request. No
such action by City and no attempt made by City to mitigate damages, under any Law shall constitute a
waiver of any Tenant’s obligations under this Section 21.3.

©)] Tenant’s obligations and liabilities under this Section 21.3 shall survive the expiration or
termination of this Lease.

21.4. Environmental Indemnity.

Tenant shall indemnify, defend, and hold harmless City, its agents, employees, successors and
assigns, from all fines, suits, procedures, claims, and actions of every kind and all costs associated

therewith (including attorneys’ and consultants’ fees) arising out of or in any way connected with any
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deposit, spill, discharge, or other release of Hazardous Substances that occurs during the Term, or
extension thereof, at or from the Premises during the Term, or extension thereof, which arises at any time
from Tenant’s use or occupancy of the Premises, or from Tenant’s failure to provide all information,

make all submissions, and take all actions required by all Authorities under the Laws.

22. City’s Duty to Repair.

City shall maintain the exterior of the Premises, including but not limited to the rough
plumbing, the rough electrical, structural components of the building, the roof, electrical panels,
the waste water and potable water pipe system and shall keep these items in as good order as
they shall be on the commencement of the Lease, excluding ordinary wear and tear. City shall
be responsible for all damage to the Premises negligently, intentionally or recklessly caused by
City and its agents.

23. Tenant's Duty to Repair.

Tenant shall at its own cost and expense keep the Premises and the improvements thereon and
appurtenances thereto and every part thereof including, but without limitation, glazing, heating, air
conditioning equipment, parking areas, driveways, plumbing, landscaping, roofs, walls, doors and
hardware, in as good order, condition and repair as they shall be upon the commencement of the Term of
this Lease. In the event Tenant fails to make or commence any repairs required to be made by it under
the provisions of this Lease within Thirty (30) days after notice from City to do so, then City may, at its
option (but this provision shall not be deemed to create any obligation on City to do so, nor in any manner
affect the obligation of Tenant), enter upon the Premises and repair the same, and the costs and expenses
of such repairs, with interest, shall be included in the amount of rental payable on the next succeeding
rental date. Tenant waives all rights provided for in Section 1942 of the Civil Code of the State of
California, and all rights provided by Section 1941 of said Civil Code, or by any other similar statute or
regulations now or hereinafter in effect. By entry onto the Premises, Tenant shall be deemed to have
acknowledged that the Premises are in good order and repair and suitable for the uses anticipated. City
shall not be liable for any structural defect in the building or for any defect in material or workmanship.

24. Freedom from Liens.

Tenant shall not create or permit to be created or to remain, and covenants to remove and

discharge promptly, at its costs and expenses’, all liens, claims, stop notices, encumbrances and charges
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upon the Premises, or Tenant’s leasehold interest therein which arise out of the use or occupancy of the
Premises by Tenant or anyone using or occupying the Premises with the consent or sufferance of Tenant,
or by reason of labor or materials furnished or claimed to have been furnished to Tenant for any
construction, alternation, addition or repair of any part of the Premises. Tenant shall give City fifteen (15)
days notice prior to commencing any work on the Premises, so that City shall have a reasonable time
within which to post notices of non-responsibility.

25. Holding Over.

If Tenant shall hold possession of the Premises after the Term of this Lease, Tenant shall become a
tenant from month to month at the rental and upon the terms herein specified and shall continue to be
such Tenant until the tenancy shall be terminated by City on Thirty (30) days notice or until Tenant shall
have given City at least Thirty (30) days notice of Tenant's intention to terminate the tenancy. The provision
of this Lease, so far as applicable, shall govern such tenancy, except that the monthly rent for such tenancy shall
be at a rental equal to One Hundred Twenty-Five percent (125%) of the last full month's rental rate.

26. Abandonment.

Tenant shall not vacate or abandon the Premises at any time during the term thereof; if Tenant
shall abandon, vacate or surrender the Premises or be dispossessed by process of law, or otherwise, any
personal property belonging to Tenant and left on the Premises shall be deemed to be abandoned and at the
option of City shall become City's property free from all claims of Tenant.

27. Assignment and Subletting.

Tenant shall not assign this Lease, or any interest therein, and shall not lease or sublet the Premises, or
any part thereof, or any privilege appurtenant thereto, without the written consent of City first had and obtained,
and a consent to one assignment or subletting shall not be construed as a consent to any subsequent
assignment or subletting. City shall not unreasonably withhold consent, but City may nevertheless
condition consent upon such factors as the identity, reputation, financial worth and stability and operating ability of
any proposed assignee or subtenant. If Tenant at any time or from time to time requests City's consent to an
assignment of the entire balance of Tenant's leasehold hereunder, Tenant shall first fully inform City in writing of
all the terms of the proposed assignment. If Tenant at any time or from time to time requests City's
consent to a subletting hereunder, City will require, as a condition of such consent, that Tenant fully inform City
in writing of all the terms of the proposed sublease. Unless prior written consent of City shall have been obtained,
any transfer, or attempted assignment or transfer, of this Lease or of any interest therein, or any subletting, either by
voluntary or involuntary act of Tenant or by operation of law or otherwise, shall at the option of the City
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terminate this Lease, and any such purported assignment, transfer or subletting without such consent shall be
null and void.

Tenant may assign all of its right, title, interest and obligations under the Lease to a
corporation to be formed by Tenant. Said assignment shall be a single event not subject to the
provisions of this paragraph. Any assignments or subletting subsequent to this single assignment
shall be subject to all the provisions of this paragraph. Upon its single assignment, Tenant shall
lodge with the City a certified copy of a resolution of its governing body authorizing the execution of
this Lease and naming the officers that are authorized to execute this Lease on behalf of the
corporation.

Notwithstanding any assignment or subletting, Tenant shall at all times remain fully and
primarily responsible and liable for the payment of all Rent and other monetary obligations herein
specified and for the compliance with and performance of all of its other obligations under this Lease.
City shall be entitled to reimbursement by Tenant for reasonable fees incurred by City for the processing
of any requests for assignment or subletting by Tenant, including but not limited to attorney’s fees.

All cash or other proceeds of any assignment, subletting, or other transfer in excess of the rentals
called for hereunder, and all cash or other proceeds of any other transfer of Tenant’s interest in this Lease
shall be paid to City as received by Tenant and Tenant hereby assigns all rights it might have or ever
acquire in any such proceeds to City. Notwithstanding anything to the contrary herein, in the event this
Lease is transferred, if Rent paid by a transferee exceeds Rent paid by Tenant, City and Tenant shall share
equally any additional sums received by City from transferee.

28. Signs, Posters, Buildings and Towers.

No advertising signs, posters or similar devices shall be erected, displayed or maintained in, on, about
or above the Premises or the structures thereon without a sign permit and the written approval of the City
Manager. No towers or buildings erected on the Premises shall exceed the height limit fixed by any City zoning
ordinance or regulations of the Airport or Federal Aviation Authority. Tenant in its operations shall not
unreasonably interfere with the property, interests, operations or activities of the City or of other tenants of the
City. Tenant shall not erect any sign, poster or similar devices on, about or above the Premises of a
political nature or which endorses a city, state or federal candidate who is running for elected office.

29. Waiver of Damages and Indemnification.

City shall not be liable to Tenant for any injury or damage that may result to any person or

property by or from any cause whatsoever, except as results from acts of negligence on the part of City,
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its agents, servants, employees or invitees. Tenant agrees indemnify, defend and hold City harmless
against, any and all claims or liability for any death of or injury to any person or damage to any property,
whatsoever, occurring in, on or about the Premises or any part thereof, or occurring in, on or about any
other areas of facilities of the building, including without limiting the generality of the foregoing,
walkway(s), driveway(s), parking area(s), stairway, or passageways if such death, injury or damage shall
be caused in part or in whole, directly or indirectly, by the act, negligence or fault of, or omission of any
duty, with respect to the same or by Tenant, its agents, servants, employees or invites.

30. Destruction of Premises; Fire Insurance.

If by reason of fire or other casualty, cause or condition whatsoever all or a substantial part of the
Premises is rendered untenantable, City may, by written notice to Tenant given within Forty-Five (45)
days after such fire or other casualty, cause or condition, terminate this Lease as of the date of such fire or
other casualty, cause or condition. If City does not elect to so terminate this Lease or if such fire or other
casualty, cause or condition does not render all or a substantial part of the Premises untenantable, then
City shall promptly restore the Premises to Tenant as they were at the commencement of the Lease Term
as to those items that were provided at City’s expense without any reimbursement by Tenant. City shall
be under no obligation to restore any alterations, improvements or additions to the Premises made by
Tenant or paid for by Tenant, including, but not limited to, any subsequent changes, alterations or
additions made by Tenant. If City does not terminate this Lease as aforesaid and fails within One
Hundred Five (105) days after such fire or other casualty, cause or condition occurs to eliminate
substantial interference with Tenant’s use of the Premises or substantially to restore same, Tenant may
terminate this Lease effective as of the expiration of said One Hundred Five (105) day period by written
notice to City given not later than Seven (7) days after the expiration of said One Hundred Five (105) day
period.

If all of the Premises are rendered untenantable but this Lease is not terminated, all Rent shall
abate from the date of untenantability. If a portion of the Premises is rendered untenantable but this Lease
1s not terminated, Rent shall be prorated on a per diem basis and apportioned in accordance with the
portion of the Premises which is usable by Tenant until the damaged part is ready for Tenant’s
occupancy. In all cases, due allowance shall be made for reasonable delay caused by adjustment of
insurance loss, strikes, labor difficulties or any cause beyond City’s reasonable control. For the purposes
of this Lease, the Premises shall be considered tenantable so long as and to the extent that the Premises

are occupied, unless the Premises are 20% or more not suitable for Tenant’s use, in which case, the whole
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Premises shall be deemed untenable. In any event, Tenant shall be responsible for the removal, or
restoration, when applicable, of all its damaged property and debris from the Premises, upon request by
City, or at City’s option, reimburse City for the cost of removal. Tenant hereby expressly waives the
provisions of Section 1932, Subdivision 2, and Section 1933, Subdivision 4, of the California Civil Code.
31. Default and Breach.

The occurrence of any of the following shall constitute a material default and breach of this Lease
by Tenant:

(€)) Any failure by Tenant to pay the Rent or make any other payment required to be made by
Tenant under this Lease (when that failure continues for Ten (10) days after written notice of the failure is
given by City to Tenant).

(b) The abandonment or vacating of the Premises by Tenant (the absence of Tenant from or
the failure by Tenant to conduct business on the Premises for a period in excess of Ten (10) consecutive
days shall constitute an abandonment or vacating for purposes of this Lease).

(©) A failure by Tenant to observe and perform any other provision of this Lease to be
observed or performed by Tenant, when that failure continues for Ten (10) days after written notice of
Tenant’s failure is given by City to Tenant; provided, however, that if the nature of that default is such
that it cannot reasonably be cured within Ten (10) days, Tenant shall not be deemed to be in default if
Tenant commences that cure within the Ten (10) day period and thereafter diligently prosecutes it to
completion.

d The making by Tenant of any general assignment for the benefit of creditors; the filing by
or against Tenant of a petition to have Tenant adjudged a bankrupt or of a petition for reorganization or
arrangement under any law relating to bankruptcy (unless, in the case of a petition filed against Tenant, it
is dismissed within Sixty (60) days); the appointment of a trustee or receiver to take possession of
substantially all of Tenant’s assets located at the Premises or of Tenant’s interest in this Lease, when
possession is not restored to Tenant within Thirty (30) days; or the attachment, execution, or other judicial
seizure of substantially all of Tenant’s assets located at the Premises or of Tenant’s interest in this Lease,
when that seizure is not discharged within Thirty (30) days.

31.1 Termination of Lease and Recovery of Damages.

In the event of any default by Tenant under this Lease, in addition to any other remedies available
to City at law or in equity, City shall have the right to terminate this Lease and all rights of Tenant

hereunder by giving written notice of the termination. No act of City shall be construed as terminating
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this Lease except written notice given by City to Tenant advising Tenant that City elects to terminate this
Lease. In the event City elects to terminate this Lease, City may recover from Tenant:

() The worth at the time of award of any unpaid rent that had been earned at the time of
termination of the Lease;

(b) The worth at the time of award of the amount by which the unpaid rent that would have
been earned after termination of the Lease until the time of award exceeds the amount of rental loss that
Tenant proves could have been reasonably avoided;

(©) The worth at the time of award of the amount by which the unpaid rent for the balance of
the term of this Lease after the time of award exceeds the amount of rental loss that Tenant proves could
be reasonably avoided; and

d Any other amount necessary to compensate City for all detriment proximately caused by
Tenant’s failure to perform its obligations under this Lease.

The term “rent” as used in this section shall mean the Fixed Rent, and all other sums required to be paid
by Tenant pursuant to the terms of this Lease. As used in subsections (a) and (b) above, the “worth at the
time of award” is computed by allowing interest at the rate of one and one-half percent (1.5%) per annum.
As used in subsection (c), the “worth at the time of award” is computed by discounting that amount at the
discount rate of the Federal Reserve Bank of San Francisco at the time of award plus one percent (1%).

31.2. City’s Right to Continue Lease in Effect.

(a) If Tenant breaches this Lease and abandons the Premises before the natural expiration of
the term of this Lease, City may continue this Lease in effect by not terminating Tenant’s right to
possession of the Premises, in which event City shall be entitled to enforce all its rights and remedies
under this Lease, including the right to recover the rent specified in this Lease as it becomes due under
this Lease. For as long as City does not terminate this Lease, Tenant shall have the right to assign or
sublease the Premises with the City’s prior written consent, which consent shall not be unreasonably
withheld.

(b) No act of City, including but not limited to City’s entry on the Premises, efforts to re-let
the Premises, or maintenance of the Premises, shall be construed as an election to terminate this Lease
unless a written notice of that intention is given to Tenant or unless the termination of this Lease is
decreed by a court of competent jurisdiction.

31.3. City’s Right to Relet.

In the event Tenant breaches this Lease, City may enter on and relet the Premises or any part of
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the Premises to a third party or third parties for any term, at any rental, and on any other terms and
conditions that City, in its sole discretion, may deem advisable and shall have the right to make alterations
and repairs to the Premises. Tenant shall be liable for all of City’s reasonable costs in reletting including,
but not limited to, reasonable remodeling costs required for the reletting. In the event City relets the
Premises, Tenant shall pay all rent due under and at the times specified in this Lease, less any amount or
amounts actually received by City from the reletting.

31.4. City’s Right to Cure Tenant Defaults.

If Tenant breaches or fails to perform any of the covenants or provisions of this Lease, City may,
but shall not be required to, cure Tenant’s breach. Any sum expended by City, with the then maximum
legal rate of interest, shall be reimbursed by Tenant to City with the next due rent payment under this
Lease.

31.5. Cumulative Remedies.

The remedies granted to City in this Section 31 shall not be exclusive but shall be cumulative and
in addition to all remedies now or hereafter allowed by law or provided in this Lease.

31.6. Waiver of Breach.

The waiver by City of any breach by Tenant shall not constitute a continuing waiver or a waiver
of any subsequent breach by Tenant either of the same or another provision of this Lease.

32. Dispute Resolution.

A. Mediation. The Parties agree to mediate any dispute or claim arising between them out of
this Lease before resulting to arbitration or court action. Mediation shall be conducted by an attorney or
retired judge with experience in municipal/business law, either an individual or recognized mediation
service in or around Santa Cruz County, for example, JAMS (Judicial Arbitration and Mediation
Service). If the Parties cannot agree on a mediator, each party shall nominate one mediator, and the two
nominee mediators shall themselves choose a third independent mediator who shall serve as the sole
mediator. The mediator fees shall be divided equally between/among the parties involved. If any party
commences an arbitration without first attempting to resolve the matter through mediation, or refuses to
mediate in good faith after a request has been made, then that party shall not be entitled to recover
attorneys’ fees, even if fees would otherwise have been available to that party in any such arbitration.

B. Arbitration.  The Parties agree that any dispute or claim, excepting claims by or for non-
payment of rent, arising between them out of this Lease, which is not settled through mediation, shall be

decided by neutral, binding arbitration. The arbitrator shall be a retired judge or an attorney with
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experience in municipal/business law, either an individual or recognized arbitration service in or around
Santa Cruz County, for example, JAMS (Judicial Arbitration and Mediation Service). If the Parties
cannot agree on an arbitrator, each party shall nominate one arbitrator, and the two nominee arbitrators
shall themselves choose a third independent arbitrator who shall serve as the sole arbitrator. The
arbitration shall be conducted in accordance with the California Arbitration Act, Code of Civil Procedure
§1280-1294.2, or any successor statutes. The Parties shall have the right to discovery in accordance with
California Code of Civil Procedure §1283.05. Judgment upon the award of arbitrator may be entered in
any court having jurisdiction. The arbitrator shall have the power to award attorneys’ fees and costs.
33. Insurance.
(a) During the Term, Tenant, at Tenant's sole expense, shall secure and maintain in force such policies of
insurance as will protect it from claims for damages or injury resulting from bodily injury, including death,
and for the loss or damage to property of others which may arise from operations of this Lease. Such insurance
shall contain statements that: (i) these policies shall also apply to City, as an Additional Named Insured;
(11) the insurance afforded by these policies applies severally as to each insured, except that the inclusion
of more than one insured shall not operate to increase the limit of the company's liability, and the inclusion
hereunder of any person or organization as an additional insured shall not affect any right which such
person or organization would have as a claimant if not so included; (ii1) the insurance shall be primary insurance
over any other insurance carried by City, which other insurance shall be considered excess only; (iv) the
above policies specifically include coverage indemnifying City as set forth in this Lease; (v) the policies may
not be cancelled, nor the coverage reduced until thirty (30) days after a written notice of such cancellation or
reduction in coverage is delivered to City at the address contained herein; (vi) the insurance companies
named herein waive any and all rights of subrogation against City. Such liability insurance shall be written
with limits of at least Three Million Dollars ($3,000,000.00) combined single limits, and shall be written by
companies acceptable to City. The limit of liability insurance coverage shall be adjusted commensurate with
inflation and other liability factors upon adoption of resolution of the City Council of City. Certificates of
Insurance evidencing the above obligations shall be delivered to City on or prior to commencement of the
Term.

Throughout the Term, Tenant, at Tenant's cost, shall cause all improvements on the Premises to be insured
against the perils of Fire and Extended Coverage. Such Insurance shall insure on a Blanket basis the value of
the Premises and all improvements installed therein either by City or Tenant. Such insurance shall be written on

a full replacement cost basis. If City requests, Tenant shall immediately include the holder of any mortgage

17
watc11529\united flight lease.061609



or deed of trust on the fee as a loss payee to the extent of such holder's security interest. Such insurance
shall contain statements that: (i) these policies shall apply to City, as an Additional Named Insured; (ii)
the insurance shall be primary insurance over any other insurance carrier by City, which other insurance
shall be considered excess only; (iii) the policies may not be cancelled nor the coverage reduced until
thirty (30) days after a written notice of such cancellation or reduction in coverage is delivered to City at
the address contained herein; (iv) the insurance companies named herein waive any and all rights of
subrogation against City. City, at Tenant's cost, shall cooperate fully with Tenant to maximize any
recovery following an insured casualty. All policies of fire and extended coverage or other casualty
insurance required by this provision shall provide that proceeds thereunder shall be paid to City and
Tenant as their interests may appear.

All policies required to be maintained by Tenant pursuant to the terms of this Lease shall be
issued by companies authorized to do business in the State of California with a financial rating of “B+” or
greater as rated in the most recent edition of Best Insurance Reports. Tenant shall pay premiums
therefore and shall deliver annually to City Certificates of Insurance that such policies are in effect. If
Tenant fails or refuses to procure or maintain the insurance coverage required hereunder, or fails or
refuses to furnish City with proof that coverage has been procured and is in full force and paid for, City
shall have the right, at City's election and without notice to Tenant, but without any obligation to do so, to
procure and maintain such coverage. Tenant shall reimburse City on demand for any premiums City so pays in
connection with such procurement.

Tenant shall not conduct any welding or open flame operations on the Premises, unless the building
thereon conforms to the Uniform Building Code and Fire Code.

34. Waiver of Subrogation.

City hereby releases Tenant, and Tenant hereby releases City, from any and all claims or
demands for damages, loss, expense or injury to the Premises, or to the improvements, fixtures
and equipment, or personal property or other property of either City or Tenant in, about or upon
the Premises or the Airport as the case may be, which is caused by or results from perils, events
or happenings which are the subject of insurance carried by the respective Parties and in force at
the time of any such loss.

35. Litigation Expenses.

If either party shall bring an action against the other by reason of the breach of any covenant,

warranty or condition hereof, or otherwise arising out of this Lease, whether for declaratory or other
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relief, the prevailing party in such suit shall be entitled to its costs of suit and reasonable attorney fees,
which shall be payable whether or not such action is prosecuted to judgment. "Prevailing Party" within
the meaning of this paragraph shall include without limitation a party who brings an action against the
other after the other's breach or default, if such action is dismissed upon the other's payment of the sums
allegedly due or performance of the covenant's allegedly breached, or if the plaintiff obtains substantially
the relief sought by it in the action.

36. Surrender of Premises.

Tenant agrees to surrender the Premises at the termination of the tenancy herein created in the
same condition as the Premises were in at the beginning of the tenancy, reasonable use and wear thereof
and damage by act of God or the elements excepted. The voluntary or other surrender of this Lease by
Tenant or a mutual cancellation thereof shall not work a merger, and shall, at the option of City, terminate
all or any existing subleases or sub-tenancies, or may, at the option of City, operate as an assignment to
City of any or all such sublease or sub-tenancies.

37. Waiver.

Any waiver, expressed or implied, by either party of any breach by the other party of any agreement,
term or condition of this Lease shall not be, or be construed to be, a waiver of any subsequent breach of a like or
other agreement, term of condition hereof; and the acceptance of rent hereunder shall not be, or be construed to
be, a waiver of any breach of any agreement, term or condition of this Lease, except as to the payment of rent so
accepted. The rights and remedies of either party under this Lease shall be cumulative and in addition to any
and all other rights and remedies which either party has or may have.

38. Quiet Enjoyment.

City covenants and warrants that upon Tenant's paying the rent and observing and performing all of
the terms, covenants, and conditions on Tenant's part to be observed and performed hereunder, Tenant shall
and may peaceably and quietly enjoy the Premises hereby demised, subject nevertheless to the terms and

conditions of this Lease.
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30. Notices.

All notices, consents, waivers or other communications which this Lease requires or permits either
party to give to the other shall be in writing and shall be served personally and forwarded by registered or
certified mail, retum receipt requested, made upon or addressed to the respective Parties as follows:

To City: City Clerk To Tenant: Robert Ross, President
City of Watsonville Monterey Bay Aviation, Inc.
275 Main Street 120 Aviation Way
Suite 400 Watsonville, California, 95076

P.0. Box 50000 (95077)
Watsonville, California 95076

or such other address as may be contained in a notice from either party to the other given pursuant to this
paragraph. Notice by registered or certified mail shall be deemed to be given forty-eight (48) hours from the
time of postmarking if mailed within the United States (excluding Alaska and Hawaii). Rental payments
required by this Lease shall be delivered to City at City's address provided in this paragraph.
40. Recordation.

Tenant shall not cause or permit the original nor any copy of this Lease to be recorded, filed or
published in any public place.

41. Tenant to Assume All Unknown Expenses.

Notwithstanding the existence of a provision in this Lease, Tenant shall assume, pay and be
obligated for any and all costs and expenses toward the operation, protection, maintenance of the Premises, known or
unknown, expressed or unexpressed. It is the intention of the Parties to this Lease that it be a triple net lease to City.
42. Closure of Airport in an Emergency.

During any period when the Airport shall be closed or civil aircraft, grounded by any lawful authority

restricting the use of the Airport or civil aircraft in such a manner as to interfere substantially with the use
of the Premises by Tenant, the rent payable under this Lease shall abate, and the period of such closure at the option
of Tenant shall be added to the term of this Lease. During the time of war or national emergency, City shall have
the right to Lease or lend the landing area of the Airport, or any part thereof, to the United States Government or
state government for military or naval use, and if such lease or lending is executed and the use thereunder interferes
substantially with the use of the Premises by Tenant, the rent shall abate, and this Lease shall be suspended or
terminated.

43. Maintenance of City Owned Facilities.

City shall maintain and keep in repair the landing area of the Airport and all publicly owned facilities at
the Airport which Tenant shall have the right to use. City shall provide Tenant with reasonable access of
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City's choosing over a roadway from the Premises to the principal street presently situated on the
Airport.
44, Right of City to Enter for Inspection.

City shall have the right to enter upon the Premises at all reasonable times during the Term of
this Lease for the purpose of making any inspection it may deem expedient to the proper enforcement
of this Lease. City may enter upon the Premises for the purpose of exercising any or all of the foregoing
rights and the rights described in provision without being deemed guilty of an eviction or disturbance of
Tenant’s use or possession and without being liable in any manner to Tenant.

45. Other Operations.
It is understood that the Fixed Base Operation(s) authorized at the Airport by this Lease are not

given to Tenant exclusively but may be given to any other Tenant at the Airport at the sole discretion of
the City.
46. Condemnation.

If the whole or any substantial part of the Premises shall be taken by any paramount public
authority under the power of eminent domain then the term of this Lease shall cease as to the part so
taken from the day the possession of that part shall be taken for any public purpose, and from that day
Tenant shall have the right either to cancel this Lease or to continue in the possession of the remainder of the
Premises under the term herein provided, except that the square foot rental shall be reduced in proportion to the
amount of the Premises taken. Damages awarded for such taking shall be apportioned between City and Tenant
in aratio relating to the number of years expired and remaining in the Term between City and Tenant
respectively; provided, however, that City shall not be entitled to any portion of the award made for loss of
business installation or improvements belonging to Tenant.

47. Fencing and Closure of Gates.

Tenant shall install at its sole expense a chain link fence at least three (3) foot high, together with gates
therein, as delineated in Exhibit "B" attached hereto in order to maintain security and to prevent vehicles
from entering the taxi and runway areas of the airport. Tenant shall close and lock all gates admitting access to
the Premises during the non-business hours of Tenant's business operation.

48. Nondiscrimination.

Tenant hereby covenants that Tenant in its use of the Premises and any and all structures,
buildings and improvement located thereon shall conduct the Fixed Base Operation(s) or any other

activity hereafter authorized by City on the Premises on a non-exclusive and nondiscriminatory basis in
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all respects with regard to any person, firm or group of persons. Tenant shall not act in any manner
prohibited by Part 15 of the Federal Aviation Regulations and further agrees to be nondiscriminatory also
with respect to price or cost of services of goods and in every other fashion.

The Tenant, for itself, its heirs, personal representatives, successors in interest, and assigns, as
a part of the consideration for this Lease, 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 Premises for
a purpose for which a Department of Transportation (DOT) program or activity is extended or for another
purpose involving the provision of similar services or benefits, the Tenant shall maintain and operate such
facilities and services in compliance with all other requirements imposed pursuant to Title 49, Code of
Federal Regulations, DOT, Subtitle A, Office of the Secretary, Part 21, Nondiscrimination in Federally-
Assisted Programs of the Department of Transportation-Effectuation of Title VI of the Civil Rights Act
of 1964, and as such Regulations may be amended.

The Tenant for itself, its personal representatives, successors in interest, and assigns, as a part of the
consideration hereof, does hereby further covenant and agree as a covenant running with the land that: (a)
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 facilities; (b) that in the
construction of any improvements on, over, or under such 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 subject to discrimination; (c) that the Tenant shall use the Premises in compliance
with all other requirements imposed by or pursuant to Title 49, Code of Federal Regulations, Department of
Transportation, Subtitle A, Office of the Secretary, Part 21, Nondiscrimination in Federally-Assisted
Programs of the Department of Transportation-Effectuation of Title VI of the Civil Rights Act of 1964, and
as such Regulations may be amended.

Tenant shall fumnish its accommodations and/or services on a fair, equal and not unjustly
discriminatory basis to all users thereof and it shall charge fair, 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 type of price reductions to volume purchasers.

Tenant shall insert the provisions of this paragraph in any lease agreement or contract by which Tenant
grants a right or privilege to any person, firm or corporation to render accommodations and/or services to
the public on the Premises.

48.1. Remedy for Discrimination.
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Non-compliance with paragraph 48 shall constitute a material breach thereof and in the event of
such non-compliance City shall have the right to terminate this Lease and the estate hereby created without
liability therefore or at the election of the City or the United States either or both Governments shall have the
right to judicially enforce paragraph 48. City shall have the right to take such action against the Tenant
as the United States Government may direct or request to enforce the terms of the preceding paragraph
on behalf of the United States Government or on behalf of any of its citizen or the City itself. In the event
of breach of any of the nondiscrimination covenants identified in the preceding paragraph, City shall have
the right to terminate this Lease and to reenter and repossess the Premises and the facilities thereon, and
hold the same as if this Lease had never been made or issued. This provision does not become effective until the
procedures of 49 CFR Part 21 are followed and completed including expiration of appeal rights.

49. Affirmative Action.

Tenant assures that it will undertake an affirmative action program as required by 14 CFR Part
152, Subpart E, to insure that no person shall on the grounds of race, creed, color, national origin, or sex be
excluded from participating in any employment activities covered in 14 CFR Part 152, Subpart E. Tenant
assures that no person shall be excluded on these grounds from participating in or receiving the services or benefits
of any program or activity covered by such subpart. Tenant assures that it will require that its covered sub
organizations provide assurances to the Tenant that they similarly will undertake affirmative action programs and
that they will require assurances from their sub organizations, as required by 14 CFR Part 152, Subpart E, to
the same effect.

50. Airport Development.

City reserves the right to further develop or improve the landing area of the Airport as it sees fit,
regardless of the desires or view of the Tenant and without interference or hindrance.
5L Reservation of Right.

City reserves the right, but shall not be obligated to Tenant to maintain and keep in repair the
landing area of the Airport and all publicly-owned facilities of the Airport, together with the right to direct and
control all activities of the Tenant in this regard.

52. Subordination to Future Agreements.

This Lease shall be subordinate to the provisions and requirements of any existing or future agreement
between the City and the United States, relative to the development, operation or maintenance of the Airport.

53. Notice to Federal Aviation Administration.

Tenant shall comply with the notification and review requirements covered in Part 77 of the
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Federal Aviation Regulations in the event of future construction of a building planned for the
Premises, or in the event of any planned modification or alteration of any present or future

building or structure situated on the Premises.

54. Non-Exclusive Right.

It is understood and agreed that nothing herein contained shall be construed to grant or
authorize the granting of an exclusive right within the meaning of Section 308 of the Federal
Aviation Act.

55. Binding Effect.

This Lease shall be binding upon and inure to the benefit of City and City’s successors and
assigns. This Lease shall be binding upon and inure to the benefit of Tenant and Tenant’s heirs, legal
representatives, successors and permitted assigns.

56. Exhibits.

All Exhibits attached to this Lease are made a part of this Lease and incorporated by this

reference to this Lease.

57. Entire Agreement.

This Lease sets forth all the covenants, promises, assurances, agreements, representations,
conditions, warranties, statements and understandings (collectively, the “Representations”) between City
and Tenant concerning the Premises, and there are no other Representations, either oral or written,
between them. This Lease supersedes and revokes all previous negotiations, arrangements, letters of
intent, offers to lease, reservations of space, lease proposals, brochures, representations and information
conveyed, whether oral or in writing, between the Parties or their respective representatives or any other
person purporting to represent City or Tenant. Tenant acknowledges that it has not been induced to enter
into this Lease by any Representations, it has not relied on any such Representations, no such
Representations shall be used in the interpretation or construction of this Lease and City shall have no
liability for any consequences arising as a result of any such Representations. No subsequent alteration,
amendment, change or addition to this Lease shall be binding upon City or Tenant unless in writing
signed by both Parties.

38. Counterparts.
This Lease may be executed in one or more counterparts, each of which shall be deemed an

original, but all of which together shall constitute one and the same instrument. Confirmation of
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execution by telefax of a signature page shall be binding upon any party so confirming.
59. No Accord.

No payment by Tenant or receipt by City of a lesser amount than any installment or payment of
Rent due shall be deemed to be other than on account of the amount due, and no endorsement or
statement on any check or any letter accompanying any check or payment of Rent shall be considered an
accord and satisfaction, and City may accept such check or payment without prejudice to City’s right to
recover the balance of such installment or payment of Rent or pursue any other remedies available to
City. No receipt of money by City from Tenant after the termination of this Lease or Tenant’s right to
possession of the Premises shall reinstate, continue or extend the Term, or extension thereof. City may
allocate payments received from Tenant to outstanding account balances of Tenant under this Lease in the
manner determined by City and City shall not be bound by any allocations of such payments made by
Tenant by notation or endorsement on checks or otherwise.

60. Brokers.

Both City and Tenant represent to each other that it has had no dealings with any real estate
broker or agent in connection with the negotiation of this Lease and that they know of no real estate
broker or agent who is entitled to a commission or finder’s fee or equivalent in connection with this
Lease. Each party agrees to indemnify, defend and hold the other party harmless from and against any
and all claims, demands, liabilities, actions, costs and expenses (including reasonable attorneys’ fees) for
any other brokerage commissions, finder’s fees or equivalent compensation arising out of this transaction
resulting from such indemnifying party’s acts. The terms of this Section 60 shall survive the expiration or
earlier termination of this Lease.

61. No Waiver.

The receipt by City of any Rent with knowledge of the breach of any covenant of this Lease by
Tenant shall not be deemed a waiver of such breach or any subsequent breach of this Lease by Tenant
and no provision of this Lease and no breach of any provision of this Lease shall be deemed to have been
waived by City unless such waiver be in writing signed by City.

62. Captions.

Section captions in this Lease are inserted only as a matter of convenience and in no way define,

limit, construe or describe the scope or intent of such Sections.

63. Applicable Law.
This Lease shall be construed in accordance with the laws of the State of California.
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64. Time.

Time is of the essence of this Lease and the performance of all obligations under this Lease.
65. Severability.

If any clause, phase, provision or portion of this Lease or the application of same to any person or
circumstance shall be invalid or unenforceable under applicable law, such event shall not affect, impair or
render invalid or unenforceable the remainder of this Lease, nor any other clause, phrase, provision or
portion of this Lease, nor shall it affect the application of any clause, phrase, provision or portion of this
Lease to other persons or circumstances.

66. No Construction Against Drafter.

No construction, interpretation, inference, nor presumption shall arise against, nor
prejudice, the drafter hereof, nor any party for whom such a drafter is an agent by reason of being such
drafter hereof.

67. No Merger.

The voluntary or other surrender of this Lease by Tenant, or a mutual cancellation thereof, shall
not result in a merger of City’s and Tenant’s estates, and shall, at the option of City, either terminate any
or all existing subleases or sub tenancies, or operate as an assignment to City of any and all of such
subleases and sub tenancies.

68. Recording.

Tenant shall not record this Lease or a memorandum of this Lease in the public records of the
county where the Premises are located. Recordation in violation of this provision constitutes an act of
default by Tenant.

69. Preparation of Lease.

This Lease was prepared by Grunsky, Ebey, Farrar & Howell, Attorneys at Law, on behalf of the
City. Tenant has not been represented by or received legal advice from Grunsky, Ebey, Farrar & Howell,
and acknowledges that it has either been represented by an attorney in this matter or has been advised to
do so and has had the opportunity to do so.
70. Personal Guaranty. The Parties agree that Robert Ross and will personally

guaranty Tenant's obligations hereunder in the form attached hereto as Exhibit "C".
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IN WITNESS WHEREOF, the Parties hereto have executed this Lease the day and year first above

written.
“City” “Tenant”
City of Watsonville, Monterey Bay Aviation, Inc.,
a municipal corporation a California corporation, doing business as United
Flight Services
By:
Carlos Palacios, City Manager
Its:
Attest:
City Clerk
Approved As To Form:
City Attorney
27
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GUARANTY

This Guaranty ("Guaranty") dated as of , 2009, is entered into between
ROBERT ROSS and , husband and wife, (collectively "Guarantor") in favor of
CITY OF WATSONVILLE, A MUNICIPAL CORPORATION ("City").

RECITALS

A. WHEREAS, City has entered into a lease agreement (“Lease’) dated
, 2009 with Monterey Bay Aviation, Inc., a California corporation, doing business as
United Flight Services (“Company”) for the premises located at Watsonville Municipal Airport
(Airport) in the City of Watsonville, County of Santa Cruz, State of California, consisting of
approximately one and one half (1.47) acres and more particularly described as follows:

BEGINNING at a point from which a 3/4-inch pipe at the South corner of
the lands described in the Final Decree of Condemnation recorded March 24,
1944 in Volume 471, Page 497, Official Records of Santa Cruz County bears
South 57° 38' 30" East 86.07 feet, South 82° 5' East 134,03 feet, South 1° 57' East
267.70 feet and South 77° 28' West 2.14 feet distant and running thence from said
point of beginning North 57° 38' 30" West 240.00 feet; thence North 32° 21" 30"
East parallel to and 500.00 feet distant from the centerline of the runway known
as the Northeast-Southwest runway for a distance of 200.00 feet; thence South
57° 38' 30" East 240.00 feet; thence South 32° 21' 20" West 200.00 feet to the
point of beginning, containing an area of land 1.10 acres, a little more or less.

B. WHEREAS, City will consent to the Lease only upon receiving the personal
guaranty from the Guarantor guaranteeing the obligations of Company under the Lease;

ACCORDINGLY, in consideration of the mutual covenants contained herein, the parties
agree as follows:

AGREEMENT
1. Guaranty.

1.1 Guaranty of Obligations. Guarantor unconditionally, absolutely and irrevocably
guarantees and promises to pay to City, on demand, in lawful money of the United States of
America and in immediately available funds, any and all indebtedness and obligations
(hereinafter collectively, the "Guaranteed Obligations") of Company to City under the Lease or
agreement, or other document or instrument entered into by Company (hereinafter collectively,
the "Documents") or otherwise. The term "Guaranteed Obligations" is used herein in its most
comprehensive sense and includes any and all debts, obligations and liabilities of Company to
City (including, without limitation, any and all attorneys' fees, expenses, costs, premiumes,
charges and accrued and unpaid interest, including interest that, but for the filing of a petition in
bankruptcy, would have accrued on the Guaranteed Obligations) now existing or hereafter
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incurred or created, whether voluntarily or involuntarily, and however arising, whether due or
not due, absolute or contingent, liquidated or unliquidated, determined or undetermined, whether
Company may be liable individually or jointly with others, whether recovery upon such
indebtedness may be or hereafter becomes barred by any statute of limitations or whether such
indebtedness may be or hereafter becomes otherwise unenforceable, and includes Company's
prompt, full and faithful performance, observance and discharge of each and every term,
condition, agreement, representation, warranty, undertaking and provision to be performed by
Company under the Documents or otherwise. Guarantor agrees that this Guaranty constitutes a
guaranty of payment when due and not of collection.

1.2 Continuing Guaranty. This Guaranty is a continuing guaranty of the Guaranteed
Obligations, including any and all Guaranteed Obligations which are renewed, extended,
compromised, refinanced or restructured from time to time. This Guaranty shall remain effective
until the Guaranteed Obligations have been fully paid, performed and discharged as provided in
Section 8 and City has given written notice of that fact to Guarantor.

1.3 Independent Obligations. Guarantor agrees that it is directly and primarily liable
to City, that its obligations hereunder are independent of the Guaranteed Obligations and that a
separate action or actions may be brought and prosecuted against Guarantor, whether action is
brought against Company or whether Company is joined in any such action or actions.
Guarantor agrees that any releases which may be given by City to Company or any other
guarantor or endorser shall not release it from this Guaranty.

2. Indemnity.

2.1 Indemnity. In addition to the payment of expenses pursuant to Section 9.1,
Guarantor agrees to indemnify, defend, exonerate, pay and hold City (the "Indemnitee") harmless
from and against any and all liabilities, obligations, losses, damages, penalties, actions, causes of
action, judgments, suits, claims, costs, expenses and disbursements of any kind or nature
whatsoever (including, without limitation, the fees and disbursements of counsel and expert
witness fees and disbursements) for such Indemnitees in connection with any investigative,
administrative or judicial proceeding, whether or not such Indemnitee shall be designated a party
thereto, that may be imposed on, incurred by or asserted against such Indemnitee, in any manner
relating to or arising out of or in connection with this Guaranty (the Indemnified Liabilities).
Notwithstanding the foregoing, Indemnified Liabilities shall not include liabilities, obligations,
losses, damages, penalties, actions, causes of action, judgments, suits, claims, costs, expenses
and disbursements to the extent caused by or resulting from the willful misconduct or gross
negligence of such Indemnitee.

2.2 Notice.Indemnitee will promptly notify Guarantor of each event of which it has
knowledge that may give rise to a claim under this Section 2.

2.3 Defense of Actions. If any investigative, judicial or administrative proceeding
arising in connection with any of the Indemnified Liabilities is brought against any Indemnitee
indemnified or intended to be indemnified pursuant to this Section 2, Guarantor, to the extent
and in the manner directed by the Indemnitee or intended Indemnitee, will resist and defend such
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action, suit or proceeding or cause the same to be resisted and defended by counsel designated by
Guarantor (which counsel shall be satisfactory to the Indemnitee or intended Indemnitee). Each
Indemnitee will use its best efforts to cooperate in the defense of any such action, suit or
proceeding. To the extent that the undertaking to indemnify, pay and hold harmless set forth in
the preceding sentence may be unenforceable because it is violative of any law or public policy,
Guarantor shall make the maximum contribution to the payment and satisfaction of each of the
Indemnified Liabilities that is permissible under applicable law.

3. Consents by Guarantor.

3.1 Consents. Guarantor hereby authorizes City, without notice or demand and
without affecting Guarantor's liability hereunder, from time to time to:

(a) Changes in Terms. Renew, compromise, extent, refinance, accept partial
payments, accelerate or restructure the Guaranteed Obligations or otherwise change the time for
payment or the terms of any of the Guaranteed Obligations, or any part thereof, including,
without limitation, increasing or decreasing the rate of interest thereof;

(b) Amendment of Documents. Enter into any waiver, amendment, rescission
or modification of any of the terms or provisions of the Documents or any agreement or
document executed in connection therewith concerning City’s rights with respect to Company
under the Lease or other Documents;

©) Waive, amend or fail to enforce any other provision of the Lease;

(d) Liguidation of Guaranteed Obligations. Settle, release, compromise,
collect or otherwise liquidate the Guaranteed Obligations, or any part thereof, and any security or
collateral therefor in any manner as City may determine in its sole discretion;

(e) Collateral. Take and hold collateral to secure the payment of the
Guaranteed Obligations and exchange, enforce, waive and release any such collateral, and apply
such collateral and direct the order or manner of sale thereof as City in its sole discretion may
determine;

) Releases. Release or substitute any one or more endorser(s) or other
guarantor(s); and

(2) Assignment. Assign, without notice, this Guaranty in whole or in part and
City's rights hereunder to any one at any time.

3.2 Non-Release of Guarantor. Guarantor agrees that City may do any or all of the
foregoing in such manner, upon such terms, and at such times as City, in its sole discretion,
deems advisable, without, in any way or respect, impairing, affecting, reducing or releasing
Guarantor from its undertakings hereunder and Guarantor hereby consents to each and all of the
foregoing acts, events and occurrences.
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4. Waivers.

4.1 Defenses. Guarantor hereby waives any right to assert against City as a defense,
counterclaim, setoff or crossclaim, any defense (legal or equitable), counterclaim, setoff or
crossclaim which Guarantor may now or at any time hereafter have under applicable law, rule,
arrangement or relationship against Company, City or any other party. Guarantor waives all
defenses, counterclaims and setoffs of any kind or nature arising, directly or indirectly, from the
present or future lack of perfection, sufficiency, validity or enforceability of the Documents or
any security interest thereunder.

4.2 Election of Remedies. Guarantor hereby waives any defense arising by reason of
any claim or defense based upon an election of remedies by City, which in any manner impairs,
affects, reduces, releases, destroys or extinguishes Guarantor's subrogation rights, rights to
proceed against Company for reimbursement, or any other rights of Guarantor to proceed against
any other person or security, including, but not limited to, any defense based upon an election of
remedies by City under the provisions of Section 580(d) of the California Code of Civil
Procedure, or any similar law of California or of any other state, or of the United States.

4.3 Presentment, Demand and Notice. Guarantor waives all presentments, demands
for performance, notices of nonperformance, protests, notices of protests, notices of dishonor,
notices of default, notice of acceptance of this Guaranty, diligence, and notices of the existence,
creation or incurrence of the Guaranteed Obligations or of new or additional Guaranteed
Obligations incurred or created after the date of this Guaranty, and all other notices or formalities
to which Guarantor may be entitled under applicable law.

44  Remedies Against Company. As a condition to payment or performance by
Guarantor under this Guaranty, City shall not be required to, and Guarantor hereby waives any
and all rights to require City to, prosecute or seek to enforce any remedies against Company or
any other party liable to City on account of the Guaranteed Obligations or to require City to seek
to enforce or resort to any remedies with respect to any security interests, liens or encumbrances
granted to Company by City or any other party on account of the Guaranteed Obligations. This
waiver includes but is not limited to an express waiver of the rights created by Section 2845 and
relevant case law.

4.5 Subrogation Rights. Guarantor shall have no right of subrogation,
reimbursement, exoneration, contribution or any other rights that would result in Guarantor being
deemed a creditor of Company under the federal Bankruptcy Code or any other law. Guarantor
irrevocably waives all such rights, the right to assert any such rights and any right to enforce any
remedy which City now or may hereafter have against Company and hereby irrevocably waives
any benefit of and any right to participate in, any security now or hereafter held by City, whether
any of the foregoing rights arise in equity, at law or by contract.

5. Subordination. Any and all present and future debts and obligations of
Company to Guarantor are hereby postponed in favor of and subordinated to the full payment
and performance of all present and future debts and obligations of Company to City. Any
instruments now or hereafter evidencing any indebtedness of Company to Guarantor shall be
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marked with a legend that the same are subject to this Guaranty and, if City so requests, shall be
delivered to City. Upon the liquidation, bankruptcy, or distribution of any of Company's assets,
Guarantor shall assign to the City all of Guarantor's claims on account of such indebtedness so
that City shall receive all dividends and payments on such indebtedness until payment in full of
the Guaranteed Obligations. This Section 5 shall constitute such an assignment if Guarantor fails
to execute and deliver such an assignment. All monies or other property of Guarantor at any
time in City's possession may be held by City as security for any and all obligations of Guarantor
to City, now existing or hereafter arising, whether absolute or contingent, whether due or to
become due, and whether under this Guaranty or otherwise. Guarantor also agrees that City's
books and records showing the account between City and Company shall be admissible in any
action or proceeding and shall be binding upon Guarantor for the purpose of establishing the
terms set forth therein and shall constitute prima facie proof thereof.

6. Financial Condition of Company. Guarantor is presently informed of the
financial condition of Company and of all other circumstances which a diligent inquiry would
reveal and which bear upon the risk of nonpayment of the Guaranteed Obligations. Guarantor
hereby covenants that it will continue to keep itself informed of Company's financial condition
and of all other circumstances which bear upon the risk of nonpayment. Absent a written request
for such information by Guarantor to City, Guarantor hereby waives its right, if any, to require,
and City is relieved of any obligation or duty to disclose to Guarantor any information which
City may now or hereafter acquire concerning such condition or circumstances.

7. Representations and Warranties. Guarantor represents and warrants to City
that the following statements are true, correct and complete as of the date of this Guaranty:

(a) Authorization. This Guaranty has been duly executed and delivered by
Guarantor and constitutes the legal, valid and binding obligation of Guarantor enforceable in
accordance with its terms.

(d) No Conflict. Neither the execution and delivery of this Guaranty nor the
fulfillment of or compliance with the terms and conditions of this Guaranty conflicts with or
shall result in a breach of the terms, conditions or provisions of any agreement or instrument to
which Guarantor is now a party or by which it is bound, or constitutes a default under any of the
foregoing, or results in the creation or imposition of any lien, charge or encumbrance whatsoever
upon any of the property or assets of Guarantor under the terms of any instrument or agreement
or violates any provision of law or any order of any court or other agency of government.

(e) No Actions or Proceedings. There is no pending or threatened suit or
proceeding affecting Guarantor before any court, governmental agency, or arbitrator which
might affect the enforceability of this Guaranty or the business, operations, assets or condition of
Guarantor.

) Adequate Consideration. The consideration given or provided, or to be

given or provided, by City in connection with this Guaranty is adequate and satisfactory in all
respects to support this Guaranty and Guarantor's obligations hereunder.
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8. Termination of Guaranty. Guarantor's obligations under this Guaranty shall
continue in full force and effect and this Guaranty shall not terminate until the Guaranteed
Obligations are fully paid, performed and discharged and City gives Guarantor written notice of
that fact. The Guaranteed Obligations shall not be considered fully paid, performed and
discharged unless and until all payments by Company to City are no longer subject to any right
on the part of any person whomsoever, including, but not limited to, Company, Company as a
debtor-in-possession, or any trustee or receiver in bankruptcy, to set aside such payments or seek
to recoup the amount of such payments, or any part thereof. The foregoing shall include, by way
of example and not by way of limitation, all rights to recover preferences voidable under Title 11
of the United States Code. In the event that any such payments by Company to City are set aside
after the making thereof, in whole or in part, or settled without litigation, to the extent of such
settlement, all of which is within City's discretion, Guarantor shall be liable for the full amount
City is required to repay plus costs, interest, attorneys' fees and any and all expenses which City
paid or incurred in connection therewith.

9. Miscellaneous.

9.1 Expenses. Guarantor agrees to pay all attorneys' fees and all other costs and out-
of-pocket expenses which may be incurred by City in the enforcement or collection of this
Guaranty and the Guaranteed Obligations, whether or not suit is filed.

9.2 Interest. All amounts required to be paid to City by Guarantor pursuant to the
provisions of this Guaranty (including, without limitation, pursuant to Sections 2 and 9.1 hereof)
shall bear interest from and including the date upon which such amounts are due, to and
excluding the date of payment thereof, at the rate of ten percent (10%) per annum. All payments
of such amounts by Guarantor shall include any such accrued interest.

9.3 Headings. The Section and other headings contained in this Guaranty are for
reference purposes only and shall not affect in any way the meaning or interpretation of this
Guaranty.

94 Governing Law. The validity, construction and performance of this Guaranty
shall be governed by the laws, without regard to the laws as to choice or conflict of laws, of the
State of California.

9.5 Entire Agreement. This Guaranty embodies the entire agreement and
understanding between the parties pertaining to the subject matter of this Guaranty, and
supersedes all prior agreements, understandings, negotiations, representations and discussions,
whether verbal or written, of the parties, pertaining to that subject matter.

9.6  Assignment. Neither this Guaranty nor any rights under this Guaranty may be
assigned by Guarantor without the prior written consent of City.

9.7  Binding Effect. The provisions of this Guaranty shall bind and inure to the benefit

of the parties hereto and their respective heirs, personal representatives, issue, estate, trusts,
successors and assigns, permitted or by operation of law.
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9.8 Parties in Interest. Nothing in this Guaranty, expressed or implied, is intended to
confer on any person or entity other than the parties any right or remedy under or by reason of
this Guaranty.

9.9  Notices. Any notice or communication required or permitted by this Guaranty
shall be deemed sufficiently given if in writing and, if delivered personally, when it is delivered
or if deposited with the U.S. Postal Service, postage prepaid, and addressed to the party to
receive it at the address set forth in the first paragraph of this Guaranty, 48 hours after such
deposit as registered or certified mail.

9.10 Amendment and Waiver. This Guaranty may be amended, modified or
supplemented only by a writing executed by each of the parties. Any party may in writing waive
any provision of this Guaranty to the extent such provision is for the benefit of the waiving party.
No action taken pursuant to this Guaranty, including any investigation by or on behalf of any
party, shall be deemed to constitute a waiver by that party of its or any other party's compliance
with any representations or warranties or with any provisions of this Guaranty. No waiver by
any party of a breach of any provision of this Guaranty shall be construed as a waiver of any
subsequent or different breach, and no forbearance by a party to seek a remedy for
noncompliance or breach by another party shall be construed as a waiver of any right or remedy
with respect to such noncompliance or breach.

9.11 Arbitration. Any controversy between the parties involving the construction and
application of any of the terms, covenants or conditions of this Agreement, shall be submitted to
final, binding and non-appealable arbitration on the request of any party, and the arbitration shall
comply with and be governed by the provisions of the California Arbitration Act, Sections 1280-
1294.2 of the California Code of Civil Procedure, as amended.

9.12  Prompt Action. Time is of the essence with respect to each provision of this
Guaranty.

9.13  Severability. The invalidity or unenforceability of any particular provision of this
Guaranty shall not affect the other provisions, and this Guaranty shall be construed in all respects
as if any invalid or unenforceable provision were omitted.

9.14  Further Action. Each party agrees to perform any further acts and to execute and
deliver any other documents which may be reasonably necessary to effect the provisions of this
Guaranty.

9.15  Survival of Representations and Warranties. All representations and warranties
of Guarantor contained in this Guaranty shall survive the execution and delivery of this Guaranty
and shall continue until any and all Guaranteed Obligations have been fully paid, performed and
discharged in full.

9.16  Preparation of Guaranty. This Guaranty was prepared by Grunsky, Ebey, Farrar

& Howell, Attorneys at Law, on behalf of the City. Guarantor has not been represented by or
received legal advice from Grunsky, Ebey, Farrar & Howell, and acknowledges that it has either
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has been represented by an attorney in this matter or has been advised to do so and has had the
opportunity to do so.

IN WITNESS WHEREQOF, the parties hereto have caused this Guaranty to be duly
executed as of the date and year first above written.

“City” “Guarantor”

City of Watsonville,
a municipal corporation

By:

Carlos Palacios, City Manager Robert Ross

Attest:

City Clerk

Approved As To Form:

City Attorney

Watc11529/unitedflightlease.gtee
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