REGULAR MEETING OF THE
MONTEREY PENINSULA AIRPORT DISTRICT
BOARD OF DIRECTORS

May 13, 2015 10:00 AM

Board Room, 2" Floor of the Airport Terminal Building
200 Fred Kane Dr. Suite #200
Monterey Regional Airport

(Unless you are a public safety official, please turn off your cell phone or place it on vibrate mode during the
meeting. Thank you for your compliance.)

A. CALL TO ORDER/ROLL CALL

B. PLEDGE OF ALLEGIANCE

C. COMMUNICATIONS/ANNOUNCEMENTS/INFORMATIONAL ITEMS

1. Introduction of New Employee

Name Department Position
Brandon Segovia Public Safety Police Officer

D. PUBLIC COMMENTS

Any person may address the Monterey Peninsula Airport District Board at this time. Presentations should not
exceed three (3) minutes, should be directed to an item NOT on today’s agenda, and should be within the
jurisdiction of the Monterey Peninsula Airport District Board. Though not required, the Monterey Peninsula
Airport District Board appreciates your cooperation in completing a speaker request form available on the staff
table. Please give the completed form to the Monterey Peninsula Airport District Secretary. Comments
concerning matters set forth on this agenda will be heard at the time the matter is considered.)

E. CONSENT AGENDA — ACTION ITEMS (10:15AM — 10:20AM Estimated)

(The Consent Agenda consists of those items which are routine and for which a staff recommendation has been
prepared. A Board member, member of the audience or staff may request that an item be placed on the deferred
consent agenda for further discussion. One motion will cover all items on the Consent Agenda. The motion to
approve will authorize the action or recommendation indicated.)

Approve 1. Minutes of the Regular Meeting of April 8, 2015
Approve 2. Minutes of the Special Meeting of April 8, 2015
Approve 3. Minutes of the Special Meeting of April 15, 2015
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F. DEFERRED CONSENT AGENDA - ACTION ITEMS

G. REGULAR AGENDA — ACTION ITEMS

(10:20AM-11:30AM Estimated)

Presentation 1. Monthly Update on the Runway Safety Area (RSA) Project by Kimley-Horn

Approve

and Associates

2.  Lease Extension for Rio Restaurants Corporation (Tarpy’s)

Presentation 3. Revenue Review and Comparison between Open-Entry Taxi Operations and
The Exclusive Taxi Service with Central Coast Cab Company.

Adopt

4. Resolution No. 1638, A Resolution to Withdraw From Agreement For
the Joint Exercise of Powers to Operate and Maintain a Regional Incident

Support Vehicle

H. ACCEPTANCE OF DEPARTMENT REPORTS

(11:30AM — 12:00PM Estimated)

(The board receives department reports which do not require any action by the board)

LUNCH BREAK (12:00PM — 1:00PM Estimated)

L. BOARD COMMITTEE REPORTS

(1:00PM —1:30PM Estimated)

(Report on meetings attended by Board Members at Monterey Peninsula Airport District’s expense - AB1234)

a.

b.

Standing Committees:

i. Local Jurisdiction Liaison

ii. Budget and Finance

ii. Air Service, Marketing, Community Relations

Ad-Hoc Committees:
i. Executive Search
ii. Community Affairs

iii. Airport Property Development & Leases
iv. Noise Mitigation

Liaison/Representatives:

i. Local Agency Formation Commission

ii. Regional Taxi Authority

iii. Transportation Agency for Monterey County
iv. Water Management District (Policy Advisory)
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Directors Miller & Searle
Directors Miller & Sabo
Directors Leffel & Nelson

Directors Sabo & Miller
Directors Sabo & Leffel

Directors Nelson & Miller
Director Sabo & Nelson

Director Leffel Alt: Searle
Director Leffel Alt: GM Greer
Director Sabo Alt: Nelson
Director Leffel Alt: Searle



J. CLOSED SESSION (1:30PM —2:30PM Estimated)

1. REAL PROPERTY NEGOTIATIONS (Government Code Section 54956.8) the Board will
meet with General Manager and District Counsel, regarding the property identified as 100
Sky Park Drive, Monterey, CA 93940.

2. REAL PROPERTY NEGOTIATIONS (Government Code Section 54956.8) the Board will
meet with Real Property Negotiators, General Manager and District Counsel, regarding the
property identified as 2965 Monterey-Salinas Highway, Monterey, CA 93940.

3. PUBLIC EMPLOYEE APPOINTMENT (Government Code Section 54957) regarding the
following position: Executive Director

K. RECONVENE TO OPEN SESSION

L. PENDING REQUESTS FOR FUTURE AGENDA ITEMS

Discussion of holding elections in-house (District Counsel to research)
Purchase of Board Laptops (Budget Workshop FY16)

Leakage Study

Soundproofing the Board Room / Better quality speaker(s)

M. DISCUSSION OF FUTURE AGENDAS

(Any Board member may request the Board of Directors to instruct staff to report back to the Board at a future meeting
concerning any matter or place a matter of business on a future agenda. Approval of such requests will be made by motion.)

N. ADJOURNMENT

AGENDA DEADLINE

All items submitted by the public for possible inclusion on the Board Agenda or in the Board packet must be
received by 5:00 P.M. on the Monday before the first Wednesday of the month. This agenda is subject to
revision and may be amended prior to the scheduled meeting. A final Agenda will be posted outside the District
Offices in the Terminal Building at the Monterey Regional Airport 72 hours prior to the meeting.

Upon request and where feasible, the Monterey Peninsula Airport District will provide written agenda materials
in appropriate alternate formats, or disability-related modification or accommodation, including auxiliary aids or
services, to enable individuals with disabilities to participate in public meetings. In order to allow the District time
within which to make appropriate arrangements, please submit a written request containing a brief description
of the materials requested and preferred alternative format or auxiliary aid or service desired as far as possible
in advance of the meeting. Requests should be sent to the District Secretary at 200 Fred Kane Drive, Suite 200,
Monterey, California 93940.
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MINUTES OF THE REGULAR MEETING OF THE MONTEREY PENINSULA AIRPORT DISTRICT
BOARD OF DIRECTORS April 8, 2015 10:00AM, BOARD ROOM

A. CALL TO ORDER/ROLL CALL

Chair Sabo called to order the Regular Meeting of the Board of Directors. Directors Leffel, Miller, Searle,
and Nelson were present. The following District officers were present: Board Secretary Posey, Auditor
Merritt, General Manager Greer and District Counsel Huber.

B. PLEDGE OF ALLEGIANCE

Director Leffel Led the Pledge of Allegiance.

C. COMMUNICATIONS/ANNOUNCEMENTS/INFORMATIONAL ITEMS

Tom Greer, General Manager, suggested the Regular Board Meeting scheduled for June
10, 2015, be moved to June 17, 2015, because it conflicts with the Annual AAAE Conference on June
7-10, 2015.

Director Leffel announced that the Monterey County Business Council's "Celebration of Small
Businesses in Monterey County" with Congressman Sam Farr is on Friday, May 8, 2015, from 4:30-6
p.m. at Bayonet Blackhorse Grill.

Director Sabo reminded the Board and Staff that the Salinas Airport has been awarded the Aircraft
Owners and Pilots Association (AOPA) 2015 Fly-In, scheduled for Saturday, May 16, 2015.

1. Introduction of New Employee

Name Department Position
Devin Church Public Safety Police Officer

Tom Greer, General Manager, and Jeff Hoyne, Police Chief, introduced Devin Church.

2. General Manager's Management Excellence Award

Name Department Position
John O'Neil Maintenance Maintenance Supervisor

Tom Greer, General Manager, and Mark Bautista, Deputy General Manager/Planning & Development,
presented John O’Neil, Maintenance Supervisor, with the General Manager’s Excellence Award.

3. Recognition of 10 Years of Service

Name Department Position
Mark Bautista Planning & Development Deputy General Manager/P&D

Tom Greer, General Manager, recognized Mark Bautista, Deputy General Manager/Planning &
Development, for 10 Years of Service.
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D. PUBLIC COMMENTS

None

E. CONSENT AGENDA — ACTION ITEMS

(The Consent Agenda consists of those items which are routine and for which a staff recommendation has been
prepared. A Board member, member of the audience or staff may request that an item be placed on the deferred
consent agenda for further discussion. One motion will cover all items on the Consent Agenda. The motion to
approve will authorize the action or recommendation indicated.)

Approve 1. Minutes of the Regular Meeting of March 11, 2015

Director Leffel moved to approve Item E.1. Director Miller seconded the motion. The motion
passed unanimously.

F. DEFERRED CONSENT AGENDA - ACTION ITEMS

None

G. REGULAR AGENDA — ACTION ITEMS

Presentation/ 1. Lease Extension for Rio Restaurants Corporation (Tarpy’s)
Discussion

Tony Tollner, Managing Partner, with Tarpy's and Tom Greer, General Manager, presented Item G.1
to the board.

Tom Greer, General Manager, said that staff will come back with the lease extension at the Board
meeting in May.

Public Comment
Mike Dawson indicated that this is a rare opportunity for a win-win. He encouraged the Board to
approve the lease extension.

Presentation 2. Monthly Update on the Runway Safety Area (RSA) Project by Kimley-Horn
and Associates

Bob Hamilton, Kimley Horne & Associates, Chris Morello, Project Manager, and Kevin Flynn, Kimley
Horne & Associates, presented Item G.2 to the board.

Approve 3. Board Member attendance at the 87th Annual AAAE Conference and
Exposition June 7-10, 2015 Philadelphia, PA

Director Leffel moved to approve Iltem G.3. Director Nelson seconded the motion. The motion
passed unanimously.
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H. ACCEPTANCE OF DEPARTMENT REPORTS

(The board receives department reports which do not require any action by the board)

l. BOARD COMMITTEE REPORTS
(Report on meetings attended by Board Members at Monterey Peninsula Airport District’'s expense - AB1234)

a. Standing Committees:

i. Local Jurisdiction Liaison Directors Miller & Searle
ii. Budget and Finance Directors Miller & Sabo
iii. Air Service, Marketing, Community Relations Directors Leffel & Nelson

b. Ad-Hoc Committees:

i. Executive Search Directors Sabo & Miller
ii. Community Affairs Directors Sabo & Leffel
iii. Airport Property Development & Leases Directors Nelson & Miller
iv. Noise Mitigation Director Sabo & Nelson

c. Liaison/Representatives:

i. Local Agency Formation Commission Director Leffel Alt: Searle
ii. Regional Taxi Authority Director Leffel Alt: GM Greer
iii. Transportation Agency for Monterey County Director Sabo  Alt: Nelson
iv. Water Management District (Policy Advisory) Director Leffel  Alt: Searle

J. CLOSED SESSION

1. PUBLIC EMPLOYEE APPOINTMENT (Government Code Section 54957) regarding the
following position: General Manager

K. RECONVENE TO OPEN SESSION

Chair Sabo reported that no action was taken in closed session.

L. PENDING REQUESTS FOR FUTURE AGENDA ITEMS

Discussion of holding elections in-house (District Counsel to research)

Board Laptops (Budget Workshop FY16)

Leakage Study

Soundproofing the Board Room / Better quality speaker(s)

Revenue comparison between open-entry taxi system and exclusive taxi service with
Central Coast taxi.

M. DISCUSSION OF FUTURE AGENDAS

N. ADJOURNMENT

The meeting adjourned at 2:50pm.
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MINUTES OF THE SPECIAL MEETING OF THE MONTEREY PENINSULA AIRPORT DISTRICT
BOARD OF DIRECTORS April 8, 2015 2:00PM, BOARD ROOM

A. CALL TO ORDER/ROLL CALL

B. PLEDGE OF ALLEGIANCE

C. COMMUNICATIONS/ANNOUNCEMENTS/INFORMATIONAL ITEMS

D. PUBLIC COMMENTS

None

E. CONSENT AGENDA — ACTION ITEMS

None

F. PUBLIC COMMENTS

None

G. REGULAR AGENDA — ACTION ITEMS

Presentation/ 1. MRY Airport Taxi Program Revenue/Expense 2010 — 2015; Transportation

Discussion Network Company (TNC) MRY Operations; and Policy considerations
(Director Sabo; no staff report)

The Board directed staff to present this item at the May 13, 2015 Board Meeting.

H. ADJOURNMENT

The meeting adjourned at 3:30pm.
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MINUTES OF THE SPECIAL MEETING OF THE MONTEREY PENINSULA AIRPORT DISTRICT
BOARD OF DIRECTORS April 15, 2015 1:00PM
Offices of LaRiviere & Grubman PC, Building 19 Upper Ragsdale Drive, Ste. 200

A. CALL TO ORDER/ROLL CALL

Chair Sabo called to order the Special Meeting of the Board of Directors. Directors Leffel, Miller, Searle,
and Nelson were present. District Counsel Huber was present.

B. PLEDGE OF ALLEGIANCE

Chair Sabo Led the Pledge of Allegiance.

C. COMMUNICATIONS/ANNOUNCEMENTS/INFORMATIONAL ITEMS

None

D. PUBLIC COMMENTS

None

E. CLOSED SESSION

1. PUBLIC EMPLOYEE APPOINTMENT (Government Code Section 54957) regarding the
following position: General Manager

F. RECONVENE TO OPEN SESSION

Chair Sabo reported that no action was taken in closed session.

G. ADJOURNMENT

The meeting adjourned at 4:55pm.
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AGENDA ITEM: G-2
DATE: May 13, 2015

TO: Monterey Peninsula Airport District Board of Directors
FROM: Thomas E. Greer, General Manager
SUBJ: Lease Extension for Rio Restaurants Corporation (Tarpy’s)

BACKGROUND AND STAFF ANALYSIS. Rio Restaurants Corporation, which operates Tarpy’s
Roadhouse Restaurant (“Tarpy’s) has requested a lease extension to allow it to obtain financing
to remodel the kitchen facilities on the premises. The Tarpy’s leasehold has been in effect for
many years. It currently has one 5-year option remaining, to be exercised prior to May 1, 2016.
Based on the improvements, as presented at the April meeting by Mr. Tony Tollner, this single
option does not provide sufficient time for Tarpy’s to obtain financing which will allow it to make
these improvements.

In October, 2013, the Board approved a lease modification to reduce the impact of the RSA on
Tarpy’s operations, as well as to install a new roof on the structures which are owned by the
District. If approved, this lease amendment would provide two additional 5-year options to the
tenant. Tarpy’s lease expires on April 30, 2016; however, the existing unexecuted option (when
exercised) will extend the lease until April 30, 2021. These two additional 5-year options will allow
the lease to be extended until April 30, 2031, and will allow tenant to borrow and invest up to
$550,000 in modern kitchen equipment and upgrades.

The lease will have an effective term of approximately sixteen years from today’s action.
IMPACT ON OPERATIONS. None

IMPACT ON OPERATING REVENUE. Continue lease payments received for an additional ten
years.

OPERATING BUDGET IMPACT. None
CAPITAL BUDGET IMPACT. None
RECOMMENDATION. Staff's recommendation is that the Board approves the amended lease,

as presented.

ATTACHMENTS: Request for Extension from Tarpy’'s
Proposed Lease Amendment
Lease

lofl



TARPY’S ROADHOUSE
2999 Monterey Salinas Hwy, Monterey, CA 93940

' Tel: 831-647-1444, Fax: 831-647-1103, Web: http://tarpys.com

Tony Tollner
Tarpy’s Roadhouse
- 2999 Monterey-Salinas Hwy
Suite 1:
Monterey, CA, 93940

April 10,2015

Tom Greer
MPAD
200 Fred Kane Dr.
~ Monterey, CA, 93940

MCONTEREY PEnisy
ARPORT D _JiCTRiCTLA

© Tom,

\

Thanks for having me.today at your board meeting. I setised that I was able to give the board,
. management and attendees a better idea of what we bave planned. I'm also grateful for the
support that several folks voiced. :

I'm as]dng that two more S-year options be added to our lease, one beginning in 2021 and the .
orther in 2026. Obv10ulsy, we have big things planned and want to-be able to amortize our’

~ investments and continue to bu11d our relationship with you all and the commimity.

Please let me know what format (if any) you’d like me to submit to more formaily 1ntr0duce my
request I’ll do my best to comply : n

p

‘.TonyT ‘ A



Tom Greer

From: Tony Tollner <tony@dtdining.com>
Sent: Monday, May 04, 2015 1:21 PM
To: Tom Greer

Subject: Construction Estimate

Hi Tom,

I estimate that our construction costs for the remodel will be between $500,000 and $600,000. I will be getting
a loan from Monterey County Bank to finance the work. I hope to keep the loan to $500k and it will be a 10
year term. Let me know if you need additional info.

Thanks,

Tony T.

Tony Tollner

tony@dtdining.com

-

BErST RO
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AGENDA ITEM: G-2
DATE: May 13, 2015

AMENDMENT TO LAND LEASE AGREEMENT
BETWEEN THE MONTEREY PENINSULA AIRPORT DISTRICT AND
RIO RESTAURANTS CORPORATION

This Amendment (“Amendment”) dated May 13, 2015, is to the Land Lease

Agreement between the Monterey Peninsula Airport District (“Lessor”) and Rio
Restaurants Corporation (“Lessee”).

In consideration of the terms and conditions herein, and to enhance the condition

of the Leased Property, the Lessor and the Lessee agree that the Land Lease Agreement
shall be amended as follows:

1.

Lessee shall be granted two additional 5-year options, which shall commence on
May 1, 2021, and May 1, 2026, respectively.

The first sentence of section 8.3(a) is revised as follows: “The option to extend the
lease term is subject to negotiation of rent to apply during the first year of each of
the option terms.”

Within 180 days of the execution of this Amendment, Lessee shall make
improvements to the kitchen and/or other portions of the Premises in an amount of
not less than $550,000. Lessee shall provide to Lessor proof acceptable to Lessor
which shall demonstrate Lessee’s compliance with this provision.

Conflicts between the Agreement and this Amendment shall be controlled by this

Amendment. All other provisions within the Land Lease Agreement shall remain in
full force and effect

IN WITNESS WHEREOF, the parties have caused this Agreement to be executed

on the date first written above.

MONTEREY PENINSULA RIO RESTAURANTS CORPORATION
AIRPORT DISTRICT

By:

By:

William Sabo, Chair Tony Tollner

Its: Secretary
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APPROVED AS TO FORM: ATTEST:

By: By:

Scott E. Huber, District Counsel Tonja Posey, District Secretary
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LAND LEASE AGREEMENT

1.0 Preamble. This Land Lease Agreement ("Lease™) is made -effective
September 11, 2013 by and between the Monterey Peninsula Airport District, a special district of
the State of California ("Lessor") and Rio Restaurants Corporation, a California corporation
("Lessee™) with reference to the following facts and objectives:

2.0 Recitals.

A, Lessor is the owner of certain real property located adjacent to the Monterey
Peninsula Airport, comprised of approximately 3.07 acres of land on which buildings are
situated along with other improvements, all of which is more particularly described in Exhibit A
attached hereto (the "Premises").

B. Lessee has occupied the Premises pursuant to a Land Lease Agreement which
expired August 31, 1999 and which was followed by four amendments to said Land Lease
Agreement, each of which extended the term of the lease agreement.

C. Lessor and Lessee now desire to enter into a new lease to enable continued
occupancy of the Premises by Lessee and to replace the prior Land Lease Agreement and each of
the amendments thereto.

NOW THEREFORE the parties agree as follows:

3.0 Lease. Lessor hereby leases to Lessee and Lessee hereby leases from Lessor the
Premises subject to each and all of the terms, covenants and conditions set forth in this Lease.

4,0 Construction.

4.1  Federally Mandated Removal of Residential Premises. Lessee acknowledges
that the Premises contains a residential property which Lessee previously rented to a third party.
Lessee further acknowledges that federally mandated work performed at and near the Premises
will remove Lessee’s ability to rent said residential property and will require the demolition of
said residential property by Lessor. Compensation to Lessee for the loss of this portion of the
Premises is addressed below at section 8.1.1.

4.2  Partial Destruction of Landscaping and Miscellaneous Nuisances. Lessee
acknowledges that the federally mandated work at and ncar the Premises may cause partial
destruction of the Premises’ landscaping, dust, debris, noise, and other nuisances. Lessee further
acknowledges that Lessee has been fully compensated for all such items as described in section
8.1.2, that no further compensation is or will be due to Lessee, and that this Lease fully and fairly
mitigates all of Lessee’s curreint, future, and potential losses due the federally mandated work,
whether now known or unknown.

43  Roof Replacement and Repairs. Lessor acknowledges that the roof and rain
gutters of the building on the Premises need replacement. Lessee shall replace, or cause the roof
and gutters to be replaced, at Lessor’s sole cost and expense prior to December 31, 2013.
Lessee shall be solely responsible for the timing and work of the roof replacement, including
compliance with all engineering, labor, and governmental approval required for the roof
replacement. Lessor shall have no obligation to pay for any amount for said roof and rain gutter
replacement unless Lessee first seeks and receives approval from Lessor for the design,
materials, and construction plans prior to commencement of the work. Absent such prior consent
and approval, Lessee shall be solely responsible for all costs incurred to remove and/or replace
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said roof and rain gutters.
5.0  Use. The authorized uses of the Premises are:
5.1  Restaurant, wedding chapel and related activities
5.2  Storage, office and dwelling use
5.3  Retail sales and related activities
5.4  Professional office space and related uses

5.5  Other uses are subject to consent in writing by Lessor, which consent shall not be
unreasonably withheld.

6.0 Term. The initial term of this Lease shall commence on the date it is fully
executed and returned by Lessee to Lessor and shall terminate on April 30, 2016, Subject to the
faithful performance of all of the terms and conditions of this Lease, Lessor grants to Lessee the
option of extending this Lease for one additional five (5) year period, to begin May 1, 2016.

7.0 [INTENTIONALLY OMITTED]
8.0  Rent and Charges.

8.1 Base Rent. Lessee shall pay Lessor without reduction, abatement, deduction,
offset or any prior demand therefor in advance of the first day of each calendar month of the term
hereof, rent in the amount of $18,711.00, subject to adjustment as provided in sections 8.2 and
8.3:

8.1.1 Reduction in Base Rent for Loss of Residential Property. Lessee
acknowledges that Lessee has been fully compensated for the loss of the residential property
(discussed above at section 4.1) from the Premises by a reduction in Lessee’s Base Rent in the
amount of $1,600.00 per month. The amount listed in section 8.1 reflects the rent reduction, and
that amount should not be further adjusted based on this subsection 8.1.1.

8.1.2 Credit for Loss of Residential Property. Lessee acknowledges that Lessee has
been fully compensated for past loss of rent from the residential property by a credit toward
Lessee’s Base Rent in the amount of $36,800.00, as of October 1, 2013, which Lessor hercby
grants and acknowledges. Said credit shall be a deduction from the amount of Base Rent Lessee
owes under this Lease, and shall not be a payment from Lessor to Lessee. Said credit shall not
accrue interest or charges in the amount of said credit, and Lessor may, in its sole discretion,
apply the credit to amounts owed by Lessee under this Lease, with all remainders due and owing
by Lessee.

8.2 Annual Adjustment. The monthly rent and other charges to be adjusted
(collectively, "Rent") shall be adjusted, effective July 1, 2013 and effective July 1st of each year
thereafter during the term, including any extension thereof, ("Adjustment Date") as follows: The
base for computing the adjustment is the Consumer Price Index for All Urban Consumers, San
Francisco - Oakland — San Jose Metropolitan Area published by the United States Department of
Labor, Bureau of Labor Statistics ("Index") which is published for the month of April 2013
("Beginning Index"). The monthly Rent for each year beginning on an Adjustment Date shall be
set by multiplying the applicable monthly Rent set forth in the Lease by a fraction, the numerator
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of which is the Index published for the month of April of the year of adjustment and the
denominator of which is the Beginning Index. Lessor may round the resulting figure up to the
nearest five dollar ($5) increment. In no case shall the monthly Rent be less than that established
for the preceding year. In no case shall the monthly Rent be more than four percent (4%) above
the monthly Rent established for the preceding year. On adjustment of the monthly Rent, Lessor
shall notify Lessee of the new monthly Rent. Lessor's failure to promptly notify Lessee of a
change in Rent shall not be considered a waiver of Lessor's rights to adjust the Rent due, nor
shall it effect Lessee's obligations to pay any increased rent. If the Index is changed so that the
base year differs from that used as of the date immediately preceding the Commencement Date
the Index shall be converted in accordance with the conversion factor published by the United
States Department of Labor, Bureau of Labor Statistics. If the Index is discontinued or revised
during the term hereof such other governmental index or computation with which it is replaced
shall be used in order to obtain substantially the same result as would be obtained if the Index
had not been discontinued or revised.

8.3  Rent Renegotiation.

(a) The option to extend the lease term is subject to negotiation of rent to apply
during the first year of the option term. Either party may give notice of intent to renegotiate rent
no earlier than one hundred eighty (180) days and no later than sixty (60) days prior to the end of
the then current term. Within ten (10) days of the date such notice is given, the parties shall
exercise their reasonable efforts to mutually agree on the fair rental value of the Premises. Any
agreed upon rate of rent shall be effective as of the commencement of the option term. Rent for
the second and all subsequent years during each option term shall be adjusted in the manner set
forth in section 8.2 of this Lease except that the rent to be adjusted shall be that which applied
during the initial year of the respective option term and the Beginning Index shall be the Index
which is published for the month of April preceding commencement of the respective option
term.

(b)  If Lessor and Lessee are unable to agree on the amount of rent to apply during the
first year of the option term then the rent shall be the then current fair market rent for the
Premises, provided however that the rent shall not be less than that which applied during the
immediately preceding year. In the event of a dispute between the parties as to what constitutes
fair market rent for the Premises, the dispute shall be settled in arbitration. Any rate of rent
established through arbitration shall be effective as of the commencement of the option term.
The party seeking arbitration (the "Requesting Party™) shall serve the other party (the
"Responding Party") with a written notice setting forth the name, address, telephone number and
qualifications of the arbitrator selected by the Requesting Party. The Responding Party shall have
the right to name an additional arbitrator within fifteen (15) days from the date of service of the
initial request by serving a written notice setting forth the name, address, telephone number and
qualifications of the arbitrator selected by the Responding Party. Any such notices shall be
personally delivered or mailed and shall be deemed served immediately in the case of personal
setvice, or twenty-four (24) hours after the time of mailing in the case of service by mail. If the
Responding Party does not timely name an additional arbitrator, then the dispute shall be
resolved by the first arbitrator appointed whose decision shall be binding on the parties and the
parties share equally in the payment of said arbitrator's fee. If two arbitrators are timely named
then they shall within fifteen (15) days after the naming of the second arbitrator appoint a third
arbitrator. The decision of two of the three arbitrators shall be binding on the parties. Each party
shall bear the fees of its appointee and shall share equally the fees of the third arbitrator. The
arbitrator(s) shall be instructed by both Lessor and Lessee that the arbitration is to be conducted,
completed and a written decision rendered and delivered to each of the parties all within sixty
(60) days of the date of appointment of the sole arbitrator if there be one, or the third arbitrator if
there be three. If the sole arbitrator if there be one, or at least two of the arbitrators if there be
three, cannot render a decision within said time frame, effective as of the commencement of the
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option term the rate of rent shall, temporarily, be set at one hundred five percent (105%) of the
amount which would have been the rent if the rent had been adjusted in the manner set forth in
section 8.2 of this Lease. Lessee shall within ten (10} days of the temporary rate of rent being
triggered pay to Lessor any difference between the rent which was actually paid since the
commencement of the option term and the temporary rate of rent set forth above for the period
from commencement of the option term until the date when the next installment of rent is due.
The temporary rate of rent shall continue until such time as the arbitrator(s) deliver(s) the written
decision fo the parties, at which time the rate of rent shall be established at the amount set forth
in the decision of the arbitrator(s). If the rate of rent established by the arbitrator(s) exceeds the
temporary rate of rent, then Lessee shall within ten (10) days following delivery of the decision
of the arbitrator(s) pay to Lessor the difference between the rent actually paid and the rent
established by the arbitrator(s) for the period from commencement of the option term through the
date when the next installment of rent becomes due. If the temporary rate of rent exceeds the rate
of rent established by the arbitrator(s) then Lessor shall within ten (10) days following delivery
of the decision of the arbitrator(s) credit to Lessee's account the difference between the rent
actually received and the rent established by the arbitrator(s) for the period from the
commencement of the option term. Time is of the essence of this provision and a material term
of this Lease, In order to be qualified to serve as an arbitrator hereunder the arbitrator must be a
licensed real estate broker in good standing within the State of California having no less than ten
(10) years of experience dealing in commercial real estate in the Monterey Peninsula region. The
third arbitrator, if any, must also not have represented either of the parties in any real estate
dealings within the past ten (10} years.

8.4  Additional Rent. In addition to the monthly rent payable under section 8.1 of this
Lease, Lessee shall pay Lessor without reduction, abatement, deduction, offset or any prior
demand therefore in advance of the first day of each calendar month, additional rent in the sum
of $845.00. Such additional rent shall continue each month through and including the month of
September 2014, The additional rent shall not be subject to annual adjustment, nor shall the
additional rent be considered in any renegotiation of fair market rent.

8.5  Utilities. Lessee shall pay all charges for all electricity, gas, water, sewer,
trash disposal and other utility services which may be used or consumed on or for the Premises.
Lessce shall have the right at its sole cost and expense to provide additional utility service to the
Premises or upgrade existing utilities as may reasonably be required by Lessee subject to
Lessor's prior written approval of plans and specifications therefor, which approval shall not
unreasonably be withheld.

8.5.1 Lessee may during the term of the Lease use the well on the Premises. Lessor
shall retain the right to use the well, provided that Lessor shall not exclude Lessee from use of
the well. Any use of the ground water under the Premises by Lessee shall be for use on the
Premises only.

8.6 Late Payments and Charges.

8.6.1 Imterest. If Lessee shall fail to pay, when the same is due and payable, any rent,
amounts or charges payable hereunder, such unpaid amount shall bear interest from the due date
to the date of payment at the rate of one percent (1%) per month up to the maximum rate allowed
by applicable usury law. Notwithstanding the foregoing, interest will not be charged on
payments of such rent, amounts or charges received by Lessor prior to 5:00 p.m. on the 20th day
of the month when due.

8.6.2 Late Charge. Lessee acknowledges that late payment by Lessee to Lessor of rent
or other charges payable hereunder will cause Lessor to incur costs not contemplated by this
Lease, the exact amount of which are extremely difficult and impracticable to fix. Such costs
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include, without limitation, processing and accounting charges, late charges which may be
imposed on Lessor and additional property management expenses. Therefore, if any installment
of rent or other charges payable hereunder due from Lessee is not received by Lessor prior to
5:00 p.m. on the 20th day of the month when due, Lessee shall pay to Lessor as a late charge an
additional sum of five percent (5%) of the amount of rent which is due but unpaid. The parties
agree that this late charge represents a fair and reasonable estimate of the costs that Lessor will
incur by reason of late payment by I.essee. Acceptance of any late charge shall not constitute a
waiver of Lessee's default with respect to the overdue amount, or prevent Lessor from exercising
any of the other rights and remedies available to Lessor.

8.7  Security Deposit. On execution of this Lease, Lessee shall deposit with Lessor,
or provide a surety bond, certificate of deposit or a letter of credit meeting the reasonable
satisfaction of Lessor, as security for the faithful performance of the terms, covenants and
conditions of this .ease, a sum equivalent to one (1) month base rent. Upon adjustment of rent,
Lessee shall increase the amount of the security deposit so as to maintain at all times a sum on
deposit equivalent to one (1) month then current rent. If Lessee is in default, Lessor may use the
security deposit provided or any portion of it, to cure the default or to compensate Lessor for any
damages or loss sustained by Lessor resulting from Lessee's default. Lessee shall immediately on
demand pay to Lessor a sum equal to the portion of the security deposit expended or applied by
Lessor as provided in this paragraph so as to maintain the security deposit in the amount required
by this section. Upon final accounting by Lessor, any balance shall be refunded to Lessee
without interest. :

9.0 Use Conditions and Reservations,

9.1. Compliance with Rules, Regulations, Ordinance, Codes and Laws. Lessee
shall at Lessee's sole cost and expensg at all times during the term of this I.ease or any renewal or
extension thereof comply with and observe all rules, regulations, ordinances, codes and laws
which have been or may be promulgated by Lessor or by other jurisdictions that relate to the
Premises and the use of the facilities of the Airport including all fire regulations, safety
regulations, noise control regulations and security regulations. Such rules, regulations,
ordinances, codes and laws are hereby made a part of this Lease and Lessee’s failure to keep and
observe the rules and regulations shall constitute a breach of the terms of this Lease in like
manner as if the same were contained herein as covenants and conditions. Lessor reserves the
right to amend or supplement the rules, regulations, ordinances, codes and laws and to adopt
"additional rules, regulations, ordinances, codes and laws applicable to the Premises, to Lessee's
use of the Premises, and the use of the facilities of the Airport. Lessor shall have no obligation to
Lessee as a result of the violation of any such rules by any other person. Lessee shall at all times
obey the statutes, codes, ordinances, laws and regulations of the United States of America, the
State of California, the County of Monterey and any other governmental entity having
jurisdiction as the same may from time to time be amended during the term of this Lease.

9.1.1 Airport Appropriated by Federal Government. If the airport or any
part thereof is appropriated by the Federal Government in a national emergency and, as a result
thereof, LESSEE is prohibited by Federal law, rule or regulation from using or occupying the
Premises, and LESSEE for such reason does not use or occupy the Premises and is not otherwise
compensated for loss of use caused thereby, then, during the period in which all these conditions
exist, LESSEE shall not be entitled to recover from LESSOR. Each and every provision, term
and condition of this Lease shall remain i force and effect, unless by reason of the Federal
Government's having appropriated the airport or any part thereof, LESSEE shall be physically or
legally prevented from carrying out such provisions, terms and conditions; LESSEE's obligation
in this regard shall be suspended only during the period of time LESSEE is prevented from
carrying out such obligations by reason of such appropriation by the Federal Government. The
term of this Lease shall not be extended because of the occurrence of the above conditions.
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LESSEE’s obligation to pay rent and any other monetary payments to LESSOR shall also be
suspended during the period of time LESSEE is prevented from occupying the Premises by
reason of such appropriation. In the event LESSEE is prevented from occupying the Premises as
a result of such appropriation for a period of more than sixty (60) days, LESSEE shall have the
right to terminate this Leasec.

9.1.2 Non-discrimination. The LESSEE, in the operation and use of the lands
and buildings at the Airport will not on the grounds of race, age, religion, color, sex, handicap,
marital status or national origin discriminate or commence discrimination against any person, or
group of persons, in any manner prohibited by Part 15 of the Federal Aviation Regulations.
Non-compliance with the above assurances shall constitate a material breach and, in the event of
such non-compliance, LESSOR may take appropriate action to enforce compliance, may
terminate the I.ease agreement to which this covenant relates, or seek judicial enforcement.

9.1.3 Agreement with the United States. This Lease shall be subordinate to the
provisions of any existing or future agreement between LESSOR and the United States of
America relative to the use, operation or maintenance of the Airport, the execution of which
agreement had been or may now or hereafter be required as a condition precedent to the
expenditure of Federal Funds for the development of the Airport; provided, that if, in the
consequence of the subordination of this Lease to such agreement, LESSEE is required to give
up any part or all of these leased premises or to alter, remove and/or relocate any part or all of its
improvements, adjustment of rent shall be made by mutual agreement between LESSOR and
LESSEE.

9.1.4 Rights to Amend. In the event the Federal Aviation Agency requires
modifications or changes in this Lease as a condition precedent to the granting of funds for the
improvement of the air terminal or lands and improvement covered by its laws, rules or
regulations, LESSEE agrees to consent to such amendments, modifications or requirements of
this Lease as may be reasonably required to obtain such funds; provided, however, that in no
event will LESSEE be required, pursuant to this paragraph, to agree to an increase in the rent
provided for hereunder or to a change in the use (provided it is an authorized use hereunder) to
which LESSEE has put the Premises.

9.1.5 Compliance with Federal Regulation. LESSEE, for himself, his heirs,
personal representatives, successors in interest, and assigns, as a part of the consideration hereof,
does hereby covenant and agree, as a covenant running with the land, that in the event facilities
are constructed, maintained or otherwise operated on said property described in this Iease for a
purpose for which a DOT program or activity is extended or for another purpose involving the
provision of similar services or benefits, LESSEE 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.

9.1.6 Compliance with Department of Transportation Regulations.
LESSEE, for himself, his personal representatives, successors in interest, and assigns, as a part of
the consideration hereof, does hereby covenant and agree as a covenant running with the land,
that: (1) no person on the grounds of race, age, religion, color, sex, handicap, marital status or
national origin shall be excluded from participation m, denied the benefits of, or be otherwise
subjected to discrimination in the use of said facilities; (2) that, in the construction of any
improvements on, over, or under such land and the furnishings of services thereon, no person on
the grounds of race, age, religion, color, sex, handicap, marital status or national origin shall be
excluded from participation in, denied benefits of, or otherwise be subject to discrimination, (3)
that LESSEE shall use the Premises in compliance with all other requirements imposed by or
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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
said Regulations may be amended.

9.1.7 Breach of Non-discrimination Covenants. In the event of breach of any
of the above nondiscrimination covenants, LESSOR shall have the right to terminate the Lease
and to render and repossess said land and the facilities thereon, and hold the same as if the Lease
had never been made or issued. This provision does not become effective until the procedures of
49 CFR are followed and completed including expiration of appeal rights.

9.1.8 Non-Discriminatory Prices. LESSEE shall furnish 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 LESSEE may be allowed to make reasonable and nondiscriminatory discounts,
rebates or other similar type of price reductions to voluine purchasers.

9.2  Other Use Restrictions. Lessee shall not commit or suffer to be committed any
waste upon the Premises or any public or private nuisance or any other act or thing which may
disturb the quiet enjoyment of any other person or organization at the Airport. Lessee's method
of lighting the Premises and its installation of all exterior light fixtures shall be subject to
Lessor’s prior approval, which shall not unreasonably be withheld. Lessee shall maintain access
control to the Premises in conformance with Federal Airport Security regulations, the security
plan of Lessor and other federal and Lessor directives and regulations that may be issued. All
motor vehicles parked or operated upon the Premises by Lessee, its officers, employees,
passengers, guests, patrons and invitees shall be parked or operated in accordance with Lessor's
traffic and parking regulations, ordinances and other directives.

9.3 Reservations,

9.3.1 Lessor reserves the right to install, lay, construct, maintain, repair, and operate such
sanitary sewers, drains, storm water sewers, pipelines, manholes, and connections; water, oil and
gas pipelines; telephone, telegraph and electric power lines; and the appliances and
appurtenances necessary or convenient in connection therewith, in, over, upon, through, across
and along any and all portions of the leased premises. No right reserved by Lessor in this clause
shall be so exercised as to interfere unreasonably with Lessee’s operations hereunder or to impair
the security of any secured creditor of Lessee authorized by this Agreement. Lessor agrees that
rights granted to third parties by reason of this clause shall contain provisions that the surface of
the Premises shall be restored as nearly as practicable to its original condition upon the
completion of any construction.

9.3.2 Lessor 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 Lessee and without interference or
hindrance. Lessor reserves the right, but shall not be obligated to the Lessce, 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 Lessee in this regard.

9.3.3 This Lease is subordinate to the provisions and requirements of any existing or
future Agreement between the Lessor and the United States, including but not limited to
agreements with the Federal Aviation Administration, relative to the development, operation or
maintenance of the Airport. Lessee agrees to conform its use with all applicable Federal
Aviation Regulations and further agrees that nothing in this Lease shall be construed to grant or
authorize the granting of an exclusive right within the meaning of Section 308A of the Federal
Aviation Act of 1958, as amended, (49 U.S.C. 1349a). Lessor reserves the right to take any
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action it considers necessary to protect the aerial approaches of the Airport against obstruction,
together with the right to prevent LESSEE from erecting, or permitting to erect, any building or
other structures on the Airport which, in the opinion of Lessor, would limit the usefulness of the
Airport or constitute a hazard to aircraft.

10.00 Maintenance of Premises.

10.1 As Is. Lessee agrees to accept the Premises in an "as is" condition. Lessee
acknowledges that it has inspected the Premises as thoroughly as Lessee desires. Lessee agrees
that Lessor has made no warranties or representations of any kind respecting the conditions of
the Premises or the condition of any improvements or utilities located thercon.

10.2 Maintenance Costs. Lessee at its sole cost and expense shall at all times
maintain the Premises, including grounds, buildings, structures and improvements in a good state
of repair and in a safe, clean, neat and sanitary condition. Lessee hereby waives the provisions of
sections 1941 and 1942 of the Civil Code of the State of California and any statutes, laws or
ordinances now or hercafter enacted permitting Lessee to make repairs at the expense of the
Lessor or to terminate the Lease by reason of the condition of the Premises. In the event Lessee
fails to make any repairs required to be made by Lessee in accordance with the terms of this
section, after providing ten (10) days' written notice (unless for emergency) Lessor shall have the
option but not the obligation to make such repairs at the expense of Lessee. Lessee shall pay as
additional rent due hereunder upon demand all costs of Lessor for making such repairs. Lessor
shall have no liability to Lessee for any damage, inconvenience or interference with the use of
the Premises by Lessee as a result of the making of any repairs made by Lessor under this section
and the rent shall not be abated by reason thereof.

10.3 Masonry Walls. Lessee acknowledges that Lessor believes the Property consists
at least in part of unreinforced masonry walls. Lessee further acknowledges that Lessor retains
the right, at Lessor’s exclusive discretion, to add signage to the Property stating that it consists of
unreinforced masonry walls. In the event any governmental agency acting with jurisdiction
requires any reinforcement of unreinforced masonry wall on the Premises, Lessor shall be solely
responsible for the cost of any such reinforcement. In the event that Lessor is unable to pay for
the reinforcement, or if Lessor determines that is not financially feasible to undertake the
reinforcement, Lessor shall have the right to cancel the lease without any further obligation to
Lessee provided Lessor gives notice to Lessee of no less than 12 months of such cancellation,
unless a shorter notice is required by another governmental agency acting with jurisdiction.

11.0  Alterations and Improvements.

11.1  Alterations and Improvements in General. Lessec shall not install, make, or
suffer to be made, any alterations or improvements to the Premises or any part thereof without
the prior written consent of Lessor which shall not unreasonably be withheld. All work
performed by Lessee shall be performed in accordance with good consiruction practices,
applicable governmental requirements, the requirements of any insurance policy providing
coverage to the Premises and the general and special conditions, plans and specifications
approved by Lessor. Lessee shall comply with all construction and labor regulations of Lessor
and shall provide all bonds and insurance required by Lessor, including such proof of bonding
and insurance coverage as Lessor may require. All alterations or improvements performed by
Lessee shall be carried out by licensed contractors reasonably approved by Lessor and shall be
carried out in accordance with all applicable laws and regulations. Lessce shall at Lessee's sole
cost and expense obtain all necessary permits, licenses and authorizations in connection with the
construction, Lessee's work shall be subject to the general inspection of Lessor. Lessee shall
provide proof satisfactory to Lessor that Lessee's contractor will (a) provide warranties for not
less than one year against defects in workmanship, materials, and equipment; (b) carry or cause
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to be carried worker's compensation insurance covering all of the contractor's and its
subcontractor's employees; and (c) carry public liability and property damage insurance which
names Lessor as an insured and requires thirty (30) days prior written notice to Lessor before any
change in or cancellation of coverage becomes effective. The policy or policies shall contain
liability limits of not less than One Million Dollars ($1,000,000) single limit coverage. Lessor
shall have the right to post a notice of non-responsibility for liens arising out of any work
performed, materials furnished and obligations incurred by Lessee. Lessee agrees to advise
Lessor in writing at least ten (10) business days in advance of the date upon which alterations
will be commenced in order to permit Lessor to post such a notice. Lessee shall keep the
Premises free from any and all liens arising out of any work performed, materials furnished or
obligations incurred by Lessee. Lessee shall indemnify, defend and hold Lessor harmless against
any claim, demand, liability or expense on account of claims for work done or materials supplied
for Lessee or person claiming under it.

11.2 Exterior Awning. Lessee has requested that Lessor permit the construction of an
awning to extend from the Premises® fixed building and partially cover an exterior patio. Said
awning shall be affixed to and extend from an exterior wall. Lessor agrees to reimburse Lessee
an amount not to exceed $20,000.00 for the purchase and installation of said awning. Lessor
shall have no obligation to reimburse Lessee for any amount for said awning unless Lessee first
seeks and receives approval from Lessor for the design, materials, and construction plans for said
awning. Absent such prior consent and approval, Lessee shall be solely responsible for all costs
incurred to remove and/or replace said awning. Even with the prior approval of Lessor, Lessee
shall alone be responsible for all costs incurred to repair and/or replace said awning, even if such
is necessary due to normal wear, tear, and exposure to the elements. Lessee shall alone be
responsible for all costs to remove said awning in the event removal is necessary. Lessor, in its
sole discretion, may require Lessee, at Lessee’s sole expense, to remove, repair, and/or replace
said awning when it becomes worn and/or unsightly. Failure of Lessee to comply in full with the
provisions of this paragraph shali constitute a material breach of this Lease.

12.0  Surrender of Premises. Upon the expiration or earlier termination of this Lease,
Lessee shall vacate and surrender the Premises and all improvements and alterations made
thereto in good condition, reasonable use and wear excepted. If required by Lessor, Lessee shall
remove prior to the date of termination at Lessee's expense, any or all of its trade fixtures,
equipment, machinery, materials or other personal property which are not an integral part of the
Premises and shall repair any damage to the Premises caused by such removal. This covenant
shall survive the expiration or sooner termination of the term of this Lease. Lessee shall have the
option fo remove its movable furniture and trade fixtures prior to the expiration or sooner
termination of the term of this Lease, provided that any damage to the Premises caused by such
removal is repaired by Lessee. All improvements, additions to or alterations of the Premises with
respect to which Lessee does not exercise its option to remove or Lessor does not require
removal (each pursuant to this section) shall at the termination of the Lease remain attached to
and become part of the Premises.

13.0 Damage, Destruction or Condemnation.

13.1 Damage or Destruction. If the Premises are damaged or destroyed during the
term hereof, Lessor agrees to consult with Lessee on the advisability of repairing or rebuil