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930 EL CAMINO REAL
MILLBRAE, CALIFORNIA

GROUND LEASE

This GROUND LEASE is made as of this Z{sy\ day of ?E}Eﬁgs) N

1985, by and between the CITY AND COUNTY OF SAN FRARCISCO, a municipal
corporation, acting through ity Public Utilities Commission (the
"Commigsion™) ("Landlord™), and GRACE RETAIL CORPORATION, a Delaware
corporation having an office at c¢/o Orchard Supply BRardware, 1555 S.
Seventh St., San Jose, California 95112 {“Tenant").

RECITALS:

Thia Ground Lease is made and entered on the basis of the
following facts, understandings and intentions of the parties:

A. Landlord is the owner of gll that certain real property
{"the Premises") situated in the City of Millbrae, County of San Mateo,
State of California, particularly described in Exhibit A~1 hereto and
shown on the survey attached hereto gs Exhibit A-3,

B. Tenant desires to lease the Premises from Landlerd in
"ag 13" condition and to have the right to erect new improvements thereon.

NOW, THEREFORE, IN CONSIDERATION of the mutual covenants and
promises herein contained, Landlord leases to Tenant, and Tenant does
hereby lease and take from Landlord, the Premises upon the terms and
conditions hereinafter set forth: ,

ARTICLE ONE

Definitions

1,01, Additional Rent., The rent payable by Tenant pursuant to
Section 5,04 of this Ground lease.

1.02. Annual Rent. The rent payable by Tenant pursuant to Section
5.01(b) of the Ground Lease,

1.03. Commencement Date. ¥¢\P%§{ \ . 198&&.

1.04. Development Period. The period commencing with the
Commencement Date and expiring on the first (lst) anniversary date
thereof or the Opening Date, whichever is the earlier.

1.05. Lease Year. The period of twelve consecutive months
commencing upon the Commencement Date and terminating on the last day of
the month expiring immediately prior to the first anniversary of the
Commencement Date, and each successive twelve month period thereafter.

1.06. Mapager. The General Manager and Chief Engineer of the San
Francisco Water Department.

1.07. Mortgage. A deed of trust as well as a mortgage.

1.08. Mortgagee., A beneficiary under or a holder of a recorded
deed of trust as well as a mortgagee.

1.09. Mortpagor. A trustor under a recorded deed of trust as well
a8 & mortgagor.

1.10. Opening Date. The date on which the Tenant opens for
buginess on any portion of the Premiges.



1.11. Premiges. The real property particularly described in
Exhibit A-1 to this Ground Lease, together with all easements and rights
appurtenant thereto.

1.12. Rent. Any and all Annual Rent and Additional Rent to be paid
by Tenant under this Ground Lease.

1.13. Security Deposit. The deposit Temant is required to pay to
the Landlord in accordance with the provisions of ARTICLE FOUR of this
Ground Lease.

1.14. Term. The term of this Ground Lease as provided in ARTICLE
THREE hereof.

ARTICLE TWO
Premises
2.01. Demise of Premises. Landlord leases to Tenant and Tenant

does hereby lease and take from Landlord the Premises for the Term, and
upon the terms and conditions, hereinafter specified.

2.02. Reservation of Easements. Landlord reserves the following
eagements in, on, over and along the Premises as follows:

(a) Maintenance and Repair of 54-Inch Pipeline. The right
to maintain, repair, replace or reconstruct the fifty-four (54) inch
pipeline and appurtenances, presently located on the Premises and to
construct, maintain, repair, replace or reconstruct additional pipeline
and appurtenances, all within the thirty (30) foot wide strip of land
along the existing fifty-four (54) inch pipeline as shown on the Survey,
Exhibit A-3, attached hereto and incorporated herein by reference thereto.

(b} Construction Within 10~Foot Strip. The right to
construct, maintain, repair or recomstruct a pipeline or pipelines within
a strip of land ten (10) feet in width along the southerly edge of the
Premises, as shown in Exhibit A-3.

(c) Existing Easements., The rights of way and easements for
existing underground water pipelines, overhead power and communication
lines in, over and through the Premises, as shown on Exhibit A-3.

(d) Utility Maintenance. The right at all reasonable times,
without unreasonably or unduly interfering with Tenant's use of the
Premises (and subject to Tenant's reasonable right of prior approval
where entry into buildings is required), to enter upon the Premises to
replace, repair, maintain, operate and remove existing water pipes, and
any other existing utility and communication facilities; provided,
however, that the expense of any such operations shall be borne by
Landlord, unless due to the negligence of Tenant, its agents or employees.

(e) Supporting Rights. The foregoing shall include such
rights of ingress and egress as may reasonably be required to maintain,
repair, alter and replace the foregoing easements and the improvements
therein.

2.03, Condition Of FEasements. The easements reserved to Landlord
pursuant to Section 2.02 shall be subject to the following rights and
obligations:

(a) No Improvements. Tenant shall erect no buildings within
or place any structures upon the easement area or the lands affected
thereby. No other improvements shall be placed or maintained within the
eagement areas without the prior written consent of Manager which shall
not be unreasonably withheld. Without such consent, however, Tenant may
utilize the easement areas for surface parking of motor vehicles and for
development of open space, roadways and landscaping (other than trees or
perennial shrubs).



(b) Relocation Of Eagements. Tenant shall have the right to
replace or relocate any of the easements; provided, however, that all
costs of such relocation shall be borme by persons other than Landlord,
the prospective relocation, configuration and layout of the relocated
facilities shall be subject to Manager's prior written approval, and the
manner and method of accomplishing the work of relocation shall be
congistent with Landlord's operating requirements as Manager shall
determine in its discretion reasonably exercised. All costs for repair,
replacement or removal of any improvements from time to time located in
any easement area shall be borne by Tenant without any right over or
claim against Landlord.

(c) Protection Of Improvements. Tenant shall use reasonable
efforts to protect the improvements and pipeline appurtenances located on
the Premises as shown on Exhibit A-3. In addition, in order to prevent
damage to Landlord's underground pipelines, Tenant's use of vehicles and
construction equipment within 20 feet of Landlord's pipelines shall be
subject to the following restrictions:

(i) cthe cover over the top of Landlord's pipelines must be

at least 3 feet;
¥

(ii) the "axle loading™ of vehicles and construction
equipment must not exceed that allowed under “AASHO Standard H-10
Loading"”. H-10 loading is defined as loading caused by a two axle truck
with a gross weight of ten tons (20,000 1bs.), axles 14 feet apart, and
rear axle carrying 8 toms (16,000 1bs.). It is Tenaut's responsibility
to provide substantiation that its equipment meets this requirement; and

(iii) the use of vibrating compaction equipment will not be
allowed.

Improvements and pipeline appurtenances damaged or
disturbed by Tenant shall be repaired and/or relocated by Landlord at
Tenant's expense.

(d) Marking Of Underpground Improvements. Tenant shall use
extreme care to protect Landlord's pipelines at all times, and shall
mark, at its own expense, the location of Landlord's pipelines within the
Premises. Tenant shall not use any pick, plow or other sharp tool over
or near said pipelines, or heavy construction equipment directly over the
pipelines of Landlord.

(e) Landlord's Responsibility. Anything herein contained to
the contrary notwithstanding, Landlord shall conduct the installation,
maintenance and operation of any of the aforesaid easements, pipelines
and other utility and communication facilities in such manner that will
not unnecessarily or unreasonably obstruct, interfere with, or impede the
ingress/egress of persons or vehicles to and from the Premises or any
buildings constructed thereon and the public streets abutting the
Premises, or the orderly flow of both pedestrian and vehicular traffic,
or otherwise interfere with Tenant's use of the Premises or its business
thereon. In addition, Landlord shall repair any damage which may be done
to the surface of the Premises or to any pavement, landscaping, curbing
or other improvements thereon or to any buildings or other improvements
thereon which may result from the construction, installation, repair,
maintenance or operation {or any combination thereof) of the aforesaid
easements, pipelines and/or utility and communication facilities.
Landlord shall be responsible for, and shall reimburse Tenant upon demand
for, any loss, cost or expense paid or incurred by Tenant and
attributable to any and all damage to property and injury or death to
person or persons to the extent caused by any dangerous condition or any
negligent act or omission of Landlord, its employees, officers, agents,
licengsees, invitees or contractors, in connection with the construction,
installation, repair, maintenance or operation (or any combination
thereof) of the aforesaid easements, pipelines and/or utility and
communication facilities.

2.04., Grant Of Access Esasement. Landlord grants to Tenant a
non-exclusive easement for the Term of the Lease and any Extended Term of
the Lease over a portion of that certain parcel of property owned by




Landlord and situated immediately adjacent to the Premises, said easement
area being more particularly described on Exhibit A~2Z and located within
the area shown on Exhibit A-3 hereto and designated thereon as “Ingress &
Egress Easement™, for the purpese of ingress and egress by Tenant, its
subtenants, customers, employees, imvitees, licensees, agents, and
contractors, in the conduct of its business, and any motor vehicles used
in the conduct of business to and from the Premises onto E1 Camino Real
at the signalized intersection. Tenant sghall, at its sole cost and
expense, relocate Landlord’s automated entrance gate and security fence
as Manager shall direct. It is understood and agreed that the Ingress &
Egress Easement area may be altered or modified by mutual agreement
between the parties provided, however, that throughout the Term or any
Extended Term Tenant ghall be granted (and Landlord, its successors and
assigns shall provide and grant to Tenant) an access easement of
substantially the same size and configuration and in substantially the
same location as the Ingress & Egress Essement shown on Exhibit A-3
hereto. Landlord and Temant further covemant and agree that each shall
keep the Ingress & Egress Easement area free at all times from
obstructions of any wnature (including, without limitation, parking of
trucks or other vehicles, barricades, fences and landscaping) such that
the free flow of pedestrian and vehicular trsffic to and from the
Premises and Landlord‘s adjacent property and the public streets through
the Ingress & Egress Eagement area ghall at all times be and remain
unimpeded and unhampered.

2.05. Conditions Of Title. Landlord holds title to the Premises in
fee simple absolute subject to no exceptions other than those specified
in Exhibit C, attached hereto and incorporated herein by this reference.

2.06. Existing Improvements. Prior to the end of the Development
Period, and without cost or expense to Llandlord, Tenant shall remove,
relocate or reconstruct onto adjacent real property of Landlerd certain
parking lot improvements presently located on the Premises, as shown on
Exhibit B, all in accordance with written plans and specifications of
Landlord and in a2 manner reasonably satisfactory to Landlord; provided,
however, that the cost of guch relocation shall not exceed Fifty Thousand
Dollars ($50,000.00} (herein the *Cap Price™ and Tenant shall not be
obligated to expend amounts In excess of said sum for such relocation.
Such work shall not disrupt parking facilities required for employees and
invitees of the Water Department, nor shall ingress to or egress from
such parking facilities be obstructed. Landlord shall remove the newly
installed chain link fence along the frontage of the Premises prior to
the Construction Period and Landlerd shall retain possession of the
fencing materials, Tenant may demolish and remove all other existing
improvements on the Premises (excluding the pipelines, power lines and
other items shown on Exhibit A-3).

Prior to the commencement of any such relocation work by
Tenant, Tenant shall submit to Landlord a written estimate of the cost of
all such relocation work as set forth in the aforesaid plans and
specifications together with copies of all bids received from
contractors. In the event the construction price of the lowest bid for
such relocation work ehall be in excess of the Cap Price, then Landlord
shall have the right, for a period of thirty (30) days after Tenant
delivers copies of said bids to Landlord as aforesaid, to:

(i)  Approve the construction price of said lowest bid and
pay to Tenant the amount thereof which exceeds the Cap Price at the time
and as provided hereinbelow; or

(ii) Modify the plans and specificationa for such relocation
vork, and resubmit the same to Tenant to obtain a new comstruction price
net exceeding the Cap Price.

If Laundlord shall fail to approve the lowest bid or modify its
plans as herein provided within said thirty (30) day period, then said
lowest bid shall be deemed approved and Landlord shall pay to Tenant the
amount, if any, by which the construction price of such relocatiom work
shall exceed the Cap Price, as hereinafter provided. Within thirty (30)
days after completion of such relocation work, Tenant shall deliver to
landlord a statement certified by an officer of Tenant's Orchard Supply
Hardware division setting forth in detail the costs of completing such



relocation work in accordance with Landlord's plans and specifications,
including the computation of casts in excess of the Cap Price which are
to be paid by landlord. Within thirty (30} days after the delivery of
said statement to Lapdlord, Landlord shall reimburse Tenant for the cost
of completing such relocation work in excess of the Cap Price. If
Landlord shall fail to reimburse Tenant as herein provided within said
thirty (30) day period, then Tenant may, at its option, deduct such
amount from the next due and succeeding payments of Minimum Annual Rent
and other charges payable by Tenant te Landlord under this lease.

2.07. Maintenance of Ingress & Egress Eagsement Area. Throughout
the term of this Lease and any extensions thereof, Tenant covenants and
agrees to maintain and repair the Ingress & Egress Easement area in good
order and condition including, but not limited to repaving, restriping,
filling in pot holes, removing all rubbish and debris therefrom, and
removing all standing water and ice therefrom, provided, however, that
Tenant shall not be obligated to repair or replace any portion of the
Ingress & Egress Easement area, the damage to which was caused by
Landlord, 1its employees, agents, officers, liceasees, invitees or
contractors, or with respect to any repair or replacement required as z
result of the faulty or defective counstruction of any portion of the
Ingress & Egress Easement area {and Landlord agrees to repair and/or
replace the same). If Tenant shall fail to make or perform any of its
maintenance obligations herein provided, and if Tenant shall not cure
such breach or failure within thirty (30) days after notice from Landlord
specifying such breach or failure (or if such breach or failure shall
reasonably take more than thirty (30) days to cure, Temant shall not have
commenced the same within said thirty (30) days and diligently prosecuted
the same to completion), Landlord may, at Landlord's option, without
walving any claim for damages for breach of agreement, at any time
thereafter cure such breach or failure for the account of Tenant, and any
amount paid or anmy contractual liability incurred by Landlord in so doing
shall be deemed paid or incurred for the account of Tenant and Tenant
agrees to reimburse Landlord therefor. If Tenant shall fail te reimburse
Landlord upon demand for any amount paid for the account of Tenant
hereunder, sgaid amount shall be added to and become due as a part of the
next payment of Annual Rent due hereunder.

ARTICLE THREE
Term

3.01. Initial Term. The Term shall commence on the Commencement
Date and ghall expire at the hour of 12:01 A.M. on the thirtieth {(30th)
anniversary of the Commencement Date unless (i) the Term is extended in
accordance with the provigions of Section 3.02 or (ii} earlier terminated
as hereinafter provided.

3,02. Extended Term. Subject toc all of the provisions of this
Ground Lease including, without limitation thereto, the provisions for
the adjustment and rveappraisal of Rent in ARTICLE FIVE, Tenant may, at
Tenant's option, extend the Term for two (2) additional tenm (10) year
periods {the "Extended Term"), which Extended Term shall commence at the
expiration of the Initial Term (or the next preceding Extended Term) and
terminate at the hour of 12:01 A.M. on the tenth (10th) amniversary of
the date of commencement of each Extended Term, unless earlier terminated
as hereinafter provided.

(a) Conditions Precedent To Options Te Extend .
Tenant's right to exercise the option to extend for an Extended Term
shall be subject to the following conditions precedent:

(1) No Default. Tenant shall not be in default under
this Ground Lease (i) at the time notice of exercise of the option is
given to Landlord, and {ii) on the last day of the Initial Term (or the
next preceding Extended Term).

(2) Notice. At least one hundred eighty (180) days
before the last day of the Initial Term (or next preceding Extended
Term), Tenant shall give Landlord written mnotice that Tenant has
irrevocably elected to extend the Term ir accordance with the provisions



of this Section 3.02, Each party shall, at the request of the other,

execute a memorandum in recordable form acknowledging that the option has

been exercised and the Term extended for the applicable Extended Term.
ARTICLE FOUR

Security Deposit

4,01. (a2) Amount. On or before the Commencement Date, Tenant
shall pay to Landlord as initial gecurity for the full performance and
observance of each and all of the provisions hereof a sum equal to Sixty
Three Thousand Dollars ($63,000.00). 1In the alternative, Tenant may, at
its option and in lieu of such cash deposit, establish and maintain
throughout the Term of this Lease, with a natiomal or California bank
having at least one branch office within the City and Couaty of San
Francisco, a confirmed irrevocable letter of credit in favor of the City
and County of San Francisco, a wmunicipal corporatiom, acting by and
through it Public Utilities Commission, in an amount of Sixty Three
Thousand Dollars ($63,000.00). Said letter of credit shall provide that-
payment of the entire face amount thereof, or any portion thereof, shall
be made to the City and County of San Francisco, upon presentation of a
written demand to the said bank signed by the CGeneral Manager on behalf
of the City and County of San Francisco.

(b) Disposition of Security Deposit. If Tenant defaults in
any covenant or agreement to be observed or performed by Tenant under
this Lease beyond any applicable grace period as elsewhere provided in
this Lease, Landlord may use, apply or retain the whole or any part of
the Security Deposit (or make its demand under said letter of credit) for
any or all of the following purposes, an in such order of priority, as
Landlord may elect in its sole discretion: {i) to the extent of any sum
due to Landlord; (ii} to compensate Landlord for any expense or damage
caused by Tenant's default; or (iii) to cure the default. If any portion
of said security deposit (or said letter of credit) is so used or
applied, Tenant shall within thirey (30) days after written demand
therefor, deposit cash with Landlord in an amount sufficient to restore
and maintain the security deposit at its original amount, and Tenant's
failure to do so shall be a default under this Lease. If Landlord shall
apply or retain the whole or any part of such security deposit or shall
receive any payments from the aforementioned bank under said letter of
credit by reason of having made a wrongful or excessive demand for
payment, then Landlord shall return to Tenant the amount by which
Landlord's total receipts from such security deposit or letter of credit
shall exceed the amount to which Landlord is rightfully entitled,
together with interest at the maximum lawful rate, but Landlord shall not
otherwise be liable to Tenant for any damages or penalties. Any such
latter of credit hereunder shall have an original term of one year, with
automatic extensions through the Term of this Lease, and shall provide
for sixty (60) days notice by said bank to Landlord in the event of
nonextension. In the event of any such nonextension, Tenant shall
replace said letter of credit at least ten (10) days prior to expirationm,
and if Tenant fails to do so, Landlord shall be entitled to present it
written demand for payment of the entire face amount of said letter of
credit. Any amount so received by Landlord shall be returned to Tenant
upon replacement of the letter of credit.

4.02. Surety Bond. In lieu of the cash security deposit and/or
letter of credit hereinabove provided, Tenant may, at its option, obtain
and deliver to Landlord a valid surety bond or bonds in a sum equal to
six (6) months Annual Rent, issued by a surety company or companies
reasonably acceptable to the Controller of the City of San Francisco and
in such form as reasonably approved by the City Attorney of the City of
San Francisco, which surety bonds shall be kept, at Tenant's own expense,
in full force and effect until the sixtieth (60th) day after expiration
or earlier termination of the Term of this Lease, as the same may here-
after be modified, renewed or extended, to insure faithful performance by
Tenant of all of the covenants and conditions to be performed or observed
by Tenant hereunder according to their true intent and meaning, including
but not limited to, provisions for payment of all rents, taxes, insurance
and other charges, and payment of all valid claims resulting from any
breach of this Lease. $Said bond or bonds shall also provide that thirty
(30) days® prior written notice of cancellation or material change of
said bond or bonds shall be delivered to the Manager.

-6 -



ARTICLE FIVE
Rent

5.01. Rent. During the Term, Tenant shall pay as Rent for the
Premises, without abatement, deduction or offset, the following amounts:

(a) Development Period Annual Rental. For the Development
" Period, Tenant shall pay Landlord as Amnual Rent the sum of Tuwelve
Thousand Six Hundred Dollars ($12,600.00).

(b) Annual Rent. Commencing with the end of the Development
Period and continuing during the Term and any Extended Term, Tenant shall
pay Landlord as Annual Rent the sum of One Hundred Fifty Thousand Dollars
($150,000.00), subject to (i) periodic adjustments as provided in
Section 5.01.(c) below and (ii) the optional appraisal provided in
Section 5.01(d) below.

(¢) Adjustment to Annual Rent.

(1) Adjusted Amount. Except as otherwise provided in
Section 5.01(d) below, the Annual Rent shall be adjusted (subject to the
limitstions hereinafter set forth) on the fifth (5th) anniversary of the
Commencement Date and each five (5) year anniversary date thereafter
including, without limitation thereto, any such anniversary date
occurring during the Extended Term (each such date being referred to
herein as an "Adjustment Date') in accordance with Section 5.01(c}(2)
below. For purposes hereof, the terms '"Consumer Price Index", "CPI", or
"Index", shall mean the Consumer Price Index For All Urban Consumers, San
Francisco/Oakland Metropolitan Area, All Items Series A, based on the
year 1967=100, published by the United States Department of Labor, Bureau
of Labor Statistics.

(2) Calculation of CPI Adjustment. The periodic
adjustments to Minimum Annual Rent shall be calculated as follows:

(a) The first such rental adjustment shall be made
for purposes of calculating the Annual Rent for the five (5) year period
commencing on the fifth (5th) anniversary of the Commencement Date. For
such purpose, the Beginning Index Figure shall be the figure for the
Consumer Price Index last published immediately prior to the end of the
Development Period, and the Adjustment Date Index Figure shall be the
figure for the Consumer Price Index last published immediately prior to
the fifth (5th) anniversary of the Cormencement Date. The Annual Rent
for the five (5) year period commencing with the fifth (5th) anniversary
of the Commencement Date shall be the amount equal to the sum of: (i)
the Initial Annual Rent set forth in Section 5.01(b); plus (ii) the
amount derived by multiplying said Initial Annual Rent by the fractionm,
the numerator of which is the Adjustment Date Index Figure less the
Beginning Index Figure, and the denominator of which is the Beginning
Index Figure, provided, however, that in no event shall the Annual Rent
be adjusted downward, and provided further that if the above calculation
of CPI adjustment results in an adjusted Annual Rent which exceeds the
Initial Annual Rent set forth in Section 5.01(b) by 30% or more, then the
Annual Rent for said five (5) year period commencing with the fifth (5th)
anniversary of the Commencement Date shall be 13 of the Initial Annual
Rent get forth in Section 5.01(b), and provided further that Tenant may,
at its option, elect to have the Annual Rent for said five (5) year
period established pursuant to the optional appraisal procedures set
forth in Section 5.01(d) hereof.

(b) The second such rental adjustment shall be made
for purposes of calculating the Annual Rent for the five (5) year period
commencing on the tenth (10th) anniversary of the Commencement Date. For
such purpose, the Beginning Index Figure shall be the figure for the
Consumer Price Index last published immediately prior to the fifth (5th)
anniversary of the Commencement Date, and the Adjustment Date Index
Figure shall be the figure for the Consumer Price Index last published
immediately prior to the tenth (10th) anniversary of the Commencement
Date. The Annual Rent for the five (5) year period commencing with the



tenth (10th) anniversary of the Commencement Date shall be the amount
equal to the sum of: (i) the Annual Rent payable during the tenth (10th)
Lease Year of the Term; plus (ii) the amount derived by multiplying the
Annual Rent payable during the tenth (10th) Lease Year of the Term by the
fraction, the numerator of which is the Adjustment Date Index Figure less
the Beginning Index Figure, and the denominator of which is the Beginning
Index Figure, provided, however, that in no event shall the Annual Rent
be adjusted downward, and provided further that if the above calculation
of CPI adjustment results in an adjusted Annual Rent which exceeds the
Annuzl Rent payable during the tenth (10th) Lease Year of the Term by 30%
or more, then the Annual Rent for said five (5) year period commencing
with the tenth (10th) sanniversary of the Commencement Date shall be 130%
of the Annual Rent payable during the tenth {10th) Lease Year of the Term.

(¢) The third such rental adjustment shall be made
for purposes of calculating the Annual Rent for the five (5) year period
commencing on the fifteenth (15th) anniversary of the Commencement Date.
For such purpose, the Beginning Index Figure shall be the figure for the
Consumer Price Index last published immediately prior to the tenth (10th)
anniversary of the Commencement Date, and the Adjustment Date Index
Figure shall be the figure for the Consumer Price Index last publisghed
immediately prior to the fifteenth (15th) anniversary of the Commencement
Date. The Annual Rent for the five (5) year period commencing with the
fifteenth (15th) anniversary of the Commencement Date shall be the amount
equal to the sum of: (i) the Annual Rent payable during the fifteenth
(15th) Lemse Year of the Term; plus (ii) the amount derived by
multiplying the Annual Rent payable during the fifteenth (15th) Lease
Year of the Term by the fraction, the numerator of which is the
Adjustment Date Index Figure less the Beginning Index Figure, and the
denominator of which is the Beginning Index Figure, provided, however,
that in no event shall the Annual Rent be adjusted downward, and provided
further that if the above calculation of CPI adjustment results in an
adjusted Annual Rent which exceeds the Annual Rent payable during the
fifteenth (15th) Lease Year of the Term by 30Z2 or more, then the Annual
Rent for said five (5) year period commencing with the fifteenth (15th)
anniversary of the Commencement Date shall be 130% of the Annual Rent
payable during the fifteenth (15th) Lease Year of the Term.

(d) The fourth such rental adjustment shall be made
for purposes of calculating the Annual Rent for the five (5) year period
commencing on the twentieth (20th) anniversary of the Commencement Date.
For such purpose, the Beginning Index Figure shall be the figure for the
Consumer Price Index last published immediately prior to the fifteenth
(15th) anniversary of the Commencement Date, and the Adjustment Date
Index Figure shall be the figure for the Consumer Price Index last
publighed immediately prior to the twentieth (20th) amniversary of the
Commencement Date. The Annual Rent for the five (5) year period
commencing with the twentieth (20th) anniversary of the Commencement Date
shall be the amount equal to the sum of: (i) the Annual Rent payable
during the twentieth (20th) Lease Year of the Term; plus (ii) the amount
derived by multiplying the Annual Rent payable during the twentieth
(20th) Lease Year of the Term by the fraction, the numerator of which is
the Adjustment Date Index Figure less the Beginning Index Figure, and the
denominator of which is the Beginning Index Figure, provided, however,
that in no event shall the Annual Rent be adjusted downward, and provided
further that if the above calculation of CPI adjustment results in an
adjusted Annual Rent which exceeds the Annual Rent payable during the
twentieth (20th) Lease Year of the Term by 30% or wmore, then the Annual
Rent for said five (5) year period commencing with the twentieth (20th)
anniversary of the Commencement Date shall be 130% of the Annual Rent
payable during the twentieth (20th) Lease Year of the Term and provided
further that Tenant may, at its option, elect to have the Annual Rent for
said five (5) year period established pursuant to the optional appraisal
procedures set forth in Section 5.01(d) hereof.

(e) The fifth such rental adjustment shall be made
for purposes of calculating the Annual Rent for the five (5) year period
commencing on the twenty-fifth (25th) anniversary of the Commencement
Date. For such purpose, the Beginning Index Figure shall be the figure
for the Consumer Price Index last published immediately prior to the
twentieth (20th) anniversary of the Commencement Date, and the Adjustment
Date Index Figure shall be the figure for the Consumer Price Index last



published immediately prior to the twenty-fifth (25th) anniversary of the
Commencement Date. The Annual Rent for the five (5) year period
commencing with the twenty-fifth (25th) anniversary of the Commencement
Date shall be the amount equal to the sum of: (i) the Annual Rent
payable during the twenty-fifth (25th) Lease Year of the Term; plus (ii)
the amount derived by multiplying the Annual Rent payable during the
twenty-fifth (25th) Lease Year of the Term by the fractiom, the numerator
of which is the Adjustment Date Index Figure less the Beginning Index
Figure, and the denominator of which is the Beginning Index Figure,
provided, however, that in no event shall the Annual Rent be adjusted
downward, and provided further that if the above calculation of CPI
adjustment results in an adjusted Annual Rent which exceeds the Annual
Rent payable during the twenty-fifth (25th) Lease Year of the Term by 3%
or more, then the Annual Rent for said five (5) year period commencing
with the twenty-fifth (25th) anniversary of the Commencement Date shall
be 1302 of the Annual Rent payable during the twenty-fifth (25th) Lease
Year of the Term.

(f) If Tenant exercises its first option to extend
the term of this Lease pursuant to Section 3.02, then a sixth and a
seventh rental adjustment shall be made for purposes of calculating the
Annual Rent for the five (5) year period commencing on the thirtieth
(30th) anniversary of the Commencement Date and for the five year period
commencing on the thirty-fifth (35th) anniversary of the Commencement
Date as follows:

(i) The Annual Rent for the five year period
commencing on the thirtieth (30th) anniversary of the Commencement Date,
shall be the fair market rental determined pursuant to the procedures set
forth in Section 5.01(e) hereof with the Appraisal Date referred to
therein being the twenty-ninth (29th) anniversary of the Commencement
Date. This adjustment to fair market rental commencing upon the
thirtieth (30th) anniversary of the Commencement Date shall be mandatory
and Tenant shall not have the option of a CPI adjustment.

(ii) For purposes of calculating the Annual
Rent for the five year period commencing on the thirty-fifth (35th)
anniversary of the Commencement Date, the Beginning Index Figure shall be
the figure for the Consumer Price Index last published immediately prior
to the thirtieth (30th) anniversary of the Commencement Date, and the
Adjustment Date Index Figure shall be the figure for the Consumer Price
Index 1last published immediately prior to the thirty-fifth (35th)
anniversary of the Commencement Date. The Annual Rent for the five (5)
year period commencing with the thirty-fifth (35th) anniversary of the
Commencement Date shall be the amount equal to the sum of: (i) the
Annual Rent payable during the thirty-fifth (35th) Lease Year of the
Term; plus (ii) the amount derived by multiplying the Annual Rent payable
during the thirty-fifth (35th) Lease Year of the Term by the fractionm,
the numerator of which is the Adjustment Date Index Figure less the
Beginning Index Figure, and the denominator of which is the Beginning
Index Figure, provided, however, that in no event shall the Annual Rent
be adjusted downward, and provided further that if the above calculation
of CPI adjustment results in an adjusted Annual Rent which exceeds the
Annual Rent payable during the thirty-fifth (35th) Lease Year of the Term
by 30%Z or more, then the Annual Rent for said five (5) year period
commencing with the thirty-fifth (35th) anniversary of the Commencement
Date shall be 1308 of the Annual Rent payable during the thirty-fifth
(35th) Lease Year of the Term.

(g) If Tenant exercises its second option to extend
the term of this Lease pursuant to Section 3.02, then an eighth and a
ninth rental adjustment shall be made for purposes of calculating the
Annual Rent for the five (5) year period commencing on the fortieth
(40th) anniversary of the Commencement Date and for the five year period
commencing on the forty-fifth (45th) anniversary of the Commencement Date
as follows:

. (i) The Annual Rent for the five year period
commencing on the fortieth (40th) anniversary of the Commencement Date,
shall be the fair market rental determined pursuant to the procedures set
forth in Section 5.01(e) hereof with the Appraisal Date referred to



therein being the thirty-ninth (39th) anciversary of the Commencement
Date. This adjustment to fair market rental commencing upon the fortieth
{40th} anniversary of the Commencement Date shall be mandatory and Tenant
shall not have the option of & CPI adjustment.

{1i) For purposes of ealculating the Annual
Rent for the five year period commencing on the forty-fifth (45th)
anniversary of the Commencement Date, the Beginning Index Figure shall be
the figure for the Consumer Price Index last published immediately prior
to the fortieth (40th) anniversary of the Commencement Date, and the
Adjustment Date Index Figure shall be the figure for the Consumer Price
Index last published immediately prior to the forty-fifth (45ch)
anniversary of the Commencement Date. The Annual Rent for the five (5)
vear peried commencing with the forty-fifth (45th) anniversary of the
Commencement Date shall be the amount equal to the sum of: (i) the
Annual Rent payable during the forty-fifth (45th) Lease Year of the Term;
plus (ii) the amount derived by multiplying the Annual Rent payable
during the forty-fifth (45th) Lease Year of the Term by the fraction, the
numerator of which is the Adjustment Date Index Figure less the Beginning
Index Figure, and the denominator of which is the Beginning Index Figure,
provided, however, that in no event shall the Annual Rent be adjusted
downward, and provided further that if the above calculation of CPL
adjustment resulte in an adjusted Annual Rent which exceeds the Annual
Rent payable during the forty-fifth (45th) Lease Year of the Term by 30%
or more, then the Annual Rent for said five (5) year period commencing
with the forty—-fifth (45th) anniversary of the Commencement Date shall be
13® of the Annual Rent payable during the forty~fifth (45th) Llease Year
of the Term.

(3} Payment of Adjusted Anpual Rent. Follawing each
Adjustment Date, Tenant shall continue to pay Annual Rent at the rate
applicable to the preceding period until such time as Landlord shall
deliver to Tenant written notice of Landlord’s determination of the
appropriate amount of adjusted Annual Rent. Commencing upon the first
day of the month next following Tenant's receipt of Landlord's notice of
Landlord's determination of adjusted Annual Rent, Tenant shall pay
Landlord adjusted Annual Rent at the rate determined pursuznt to Sectien
5.01(e)(2), subject to the provisions of Section 5.01(d)(3). In addi-
tion, subject to the provisions of Section 5.01(d}(3) hereof, if the
monthly installments of adjusted Annual Rent payable by Tenant as
determined pursuant to Section 5.01(c)(2) shall be increased over the
monthly installments payable by Tenant for the preceding period, then on
the first day of the mounth next following Tenant's receipt of Landloxd's
notice of Landlord’s determination of adjusted Annual Rent, Tenant shall
alsc pay to Landlord an amount equal to the difference, if any, between
the monthly installments of Annual Rent determined pursuant to Section
5.01{c)(2) and the monthly installments of Annual Rent paid by Tenant
from the applicable Adjustment Date to the first day of the month next
following Tenant's raceipt of Landlord's notice of Llandlord's determi-
nation of adjusted Annual Rent.

(d) Optional Reappraisal of Minimum Annual Rent.

(1) Option. At Tenant's option, the Annual Rent may be
revised in accordance with the following procedures on the fifth (5th)
and twentieth {(20th) anniversaries of the Commencement Date {each being
referred to as an "Appraisal Date') to an amount equal to the fair market
rental of the Premises, exclusive of Improvements, as of the Appraisal
Date, or the amount paysble pursuant to Section 5.01(c)(2), whichever is
the lesser. Tenant shall exercise such option by written notice
delivered to Landlord within thirty (30) days after each Appraisal Date,

(2) Determination. Determination of fair market rental
shall be based on the highest and best use of the Premises on the
applicable Appraisal Date subject to the provisions of this Ground
Lease, Within thirty (30) days after receipt of Tenant‘'s notice electing
its option to have the Annual Rent adjusted by appraisal pursuant to
Section 5.01{d)}{1) above, Landlord shall give Tenant written notice of
Landlord'e determination of the appropriste amount of the appraised
Annual Rent. If Tenant disagrees, it may submit the question of the
appropriate amount of the appraised Annual Rent to arbitration in
accordance with the provisions of Section 5.02 by giving Landlord the

_.10._



notice required by Section 5.02(a) within twenty (20) days after receipt
of Llandlord's written determination. If Tenant does not submit
Landlord’s determination of the appropriste amount of appraised Annual
Rent to arbitration within the required period, Landlord's determination
shall be final. The decision of the arbitrators shall be final;
provided, however, that in no event shall the Annual Rent be 1less than
the amount stated in Section 5.01(b).

(3) Payment. If Tenant shall exercise its option under
Section 5.01(d)(1) hereof, Tenant shall continue to pay Annual Rent at
the rate applicable to the preceding period until such time as Landlord
shall deliver to Tenant written notice of Landlord's determination of the
appropriate amount of appraised Annual Rent. Commencing upon the first
day of the month next following Tenant's receipt of Landlord's notice of
Landlord's determination of appraised Annual Rent, Tenant shall pay
Landlord adjusted Annual Rent at the rate determined pursuant to Section
5.01(d)(2) or at the rate determined pursuant to Section 5.01(c)(2),
whichever is less, but in no event less than the Annual Rent specified in
Section 5.01(b). In addition, if the monthly installments of adjusted
Annual Rent payable by Tenant shall be increased over the wmonthly
ingtallments payable by Tenant for the preceding period, then on the
first day of the month next following Tenant's receipt of Landlord's
notice of Landlord‘'s determination of appraised Annual Rent, Tenant shall
also pay to Landlord an amount equal to the difference, if any, between
the monthly installments of Annual Rent determined pursuant to Section
5.01(d}(2) or st the rate determined pursuant to Section 5.01(c)(2),
wvhichever is less, and the monthly installments of Annual Rent paid by
Tenant from the applicable Appraisal Date to the first day of the month
next following Tenant's receipt of Landlord's notice of Landlord's
determination of appraised Annual Rent. Notwithstanding the foregoing,
if Tenant elects to submit the question of the appropriate amount of
appraised Annual Rent to arbitration pursuant to Section 5.01(d)(2), then
Tenant shall continue to pay Annual Rent at the rate applicable to the
preceding period until such time as the arbitrators render their written
determination of appraised Annual Rent. Commencing upon the first day of
the month next following the date the arbitrators shall render their
written determination of appraised Annual Rent, Tenant shall pay Landlord
appraised Annual Rent at the rate determined by the arbitrators or at the
rate determined pursuant to Section 5.01(c)(2), whichever is less, but in
no event less than the Annual Rent specified in Section 5.01(b). 1In
addition, if the monthly installments of adjusted Annual Rent payable by
Tenant shall be increased over the monthly installments payable by Tenant
for the preceding period, then on the first day of the month next
following the date the arbitrators shall render their written determi-
nation of appraised Annual Rent, Tenant shall also pay to Landlord an
amount equal to the difference, if any, between the monthly installments
of Annual Rent determined by the arbitrators or at the rate determined
pursuant to Section 5.01(c)(2), whichever is less, and the wonthly
installments of Annual Rent paid by Tenant from the applicable Appraisal
Date to the first day of the month next following the date the
arbitrators shall render their written determination of appraised Annual
Rent. Anything herein contained to the contrary notwithstanding, if the
amount of Annual Rent determined by appraisal pursuant to Section
5.01(d)(2) or by arbitration pursuant to Section 5.02 shall be less than
the amount of Annual Rent paid by Tenant for the preceding period, then
commencing upon the first day of the month next following the date on
which Tenant shall receive Landlord’'s notice of Landlord's determination
of appraised Annual Rent or the date on which the arbitrators shall
render their written determination of appraised Annual Rent, as the case
may be, Tenant may deduct from the next and succeeding installments of
Annual Rent due, an amount equal to the excess of the wmonthly
installments of Annual Rent already paid from the applicable Appraisal
Date to the date of determination as aforesaid over the amount of
appraised Annual Rent as determined pursuant hereto.

(4) 1Independent Elections. Failure on the part of
Tenant to seek adjustment of Annual Rent to fair market rent shall not
restrict or preclude exercise by Tenant of its electiomn with respect to
any subsequent Appraisal Date.
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(5) Base For Future Adjustments. Once A&nnual Rent has
been determined by appraisal, the Annual Rent so determined shall then
tecome the Annual Rent for determination of future adjustments pursuant
to Section 5.01(c)(2) which shall apply thereafter until sueh time as

Annual Rent is again subject to adjustment to fair market rent s provided
herein.

(e) Annual Rent for Extended Terms.

(1) Determination. Determination of fair market rental
shall be based on the highest and beat use of the Premises on the
applicable Appraisal Date subject to the provisions of this Ground
Lease. Within thirty (30) days after the applicable Appraisal Date,
Landlord shall give Tenant written notice of Landlord's determination of
the appropriate amount of the appraised Annual Rent, If Tenant
disagrees, it may submit the question of the appropriate amount of the
appraised Annual Rent to erbitration in accordance with the provisions of
Section 5.02 by giving Landlord the notice required by Section 5.02{a)
within twenty (20) days after receipt of landlord’s written
determination. If Tenant does not submit Landlord's determination of the
appropriate amount of appraised Amnual Rent to arbitration within the
required period, Llandlord’s determingtion shall be finazl. The decision
of the arbitrators shall be Ffinal; provided, however, that in no event
shall the Annual Rent be less than the amount stated in Section 5.01(b).

{2) Extension of Term and Option NHotice Period. In the
event Landlord shall fail to submit its determimation of appraised Amnual
Rent on or before the date which is sixty (60) days prior to the date
upon which Tenant must deliver notice to Landlord of its electiom to
extend the Term pursuant to Section 3,02(a){2) hereof, or if the matter
of appraised Annual Rent shall have been submitted to arbitration
pursusnt to Section 5.01{e){1) hereof, and the arbitrators shall not have
rendered their determination of appraised Annual Rent on or before the
date which is thirty {30) days prior to the date upon which Tenant must
deliver notice to Landlord of its election to extend the Term pursuant to
Section 3.02(a)(2) herecf, then and in any such event, the Initial Term
or the preceding Extended Term, as the case way be, and the date by which
Tenant must deliver notice to Landlord of its election to extend the Term
shall each be automatically extended one (1) day for each day of any such
delay.

. €3) Payment. Tenant shall continue to pay Annual Rent
at the rate applicable to the preceding period until such time as
Landlord shall deliver to Tenant written notice of QLandlord's
determination of the appropriate amount of appraised Annual Rent.
Commencing upon the first day of the month next following Tenant's
receipt of Landlord’s notice of Landlord's determination of appraised
Annual Rent, Tenant shall pay Landlord appraised Annual Rent at the rate
determined pursuant to Section 5.01{(e){1). 1In =addition, if the wmonthly
installwents of adjusted Annual Rent payable by Tenant shall be increased
over the monthly installments payable by Tenant for the preceding period,
then on the firet day of the month next following Tenant's receipt of
Landlord’s notice of Landlord's derermination of appraised Annual Rent,
Tenant shall alsc pay to Landlord an amount equal to the difference, if
any, between the monthly installments of Annual Rent determined pursuant
to Section 5.01(e}(1} and the monthly installments of Anmual Rent paid by
Tenant from the applicable Appraisal Date to the first day of the month
next following Tenant's receipt of Llandlord’s notice of Landlord's
determination of appraised Annual Rent. Notwithstanding the foregoing,
if Tenant elects to submit the question of the appropriate amount of
appraised Annual Rent to erbitrstion pursuant to Section 5.01(e)(2), cthen
Tenant shall continue to pay Annual Rent at the rate applicable to the
preceding period until such time as the arbitrators render their written
determination of appraised Annual Rent. Commencing upon the first day of
the month next following the date the arbitrators shall render their
written determination of appraised Annual Rent, Tenant shall pay Landlord
appraised Annual Rent at the rate determined by the arbitrators. 1In
addition, if the monthly installments of adjusted Annual Rent payable by
Tenant shall be increased over the monthly installwents payable by Tenant
for the preceding period, then on the first day of the wmwonth next
following the date the arbitrators shall render their written determi-
nation of appraised Annual Rent, Tenant shall also pay to Landlord an
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amount equal to the difference, if any, between the wmonthly installments
of Annual Rent determined by the arbitrators and the monthly installments
of Annual Rent paid by Tenant from the aspplicable Appraisal Date to the
first day of the wmonth next following the date the arbitrators shall
render their written determination of appraised Annual Rent. Anything
herein contained to the contrary notwithstanding, if the amount of Annual
Rent determined by appraisal pursuant to Section 5.01(e}{2) or by
srbitration pursuant to Section 5.02 sghall be less than the amount of
Annual Rent paid by Tenant for the preceding period, then commencing upon
the first day of the month next following the date on which Tenant shall
receive Landlord‘s notice of Landlord'e determination of appraised Annual
Rent or the date on which the arbitrators shall render their written
determination of appraised Annuzl Rent, as the cgse may be, Tenant may
deduct from the next and succeeding installments of Annual Rent due, an
amount equal to the excess of the monthly installments of Annual Rent
already paid from the applicable Appraisal Date to the date of
determination as aforesaid over the amount of appraised Annual Rent as
determined pursuant hereto.

{(£) Time Place and Manner of Payment of Annual Rent. Annual
Rent for each year of the Term shall be paid in lawful money of the
United States in equal monthly installments in sdvance on the first day
of each calendar wmonth at the office of the Chief Accountant, San
Francisco Water Department, located at 425 Mason Street, San Francisco,
California 94101 f(or such other place as Landlord may designate in
writing) commencing with the first day of the first full calendar menth
during which the Development Period emds. If the Development Period ends
on any day other than the first day of a calendar month, the first
installment of Annual Rent shall include, in addition to the monthly
installment to be paid in advance, a pro-rated payment of Rent for the
month during which the Development Period ends. In addition, if the last
day of the Term occurs on any day other than the last day of a calendar
month, the last installment of Annual Rent shall be appropriately
pro-rated.

(g} Change in Consumer Price Index.

(1) If the Index is changed at any time during the Temrm
so that the base year differs from that used to compute the Begianning
Index Figure, the Index shall be couverted in accordance with the
conversion factor published by the United States Departmear of Labor,
Bureau of Labor Statistics.

(2) 1If the Index is discontinued or revised during the
Term, such other government index or computation which replaces it shall
be used in order to obtain substantially the same result as would be
obtained if the Index had not been discontinued or revised. If the
parties are unable to agree upon the substitute index or computation no
later than thirty (30) days prior te the next Adjustment Date, the
appropriate substitute index or computation ghall, on application of
either party, be determined by the chief officer of the San Francisco
Regional Office of the Bureau of Labor Statistics or its successor.

5.02. Determination of Pair Harket Rental by Arbitration. If
Tenant disagrees with any determination of fair market rental made by
Landlord under Section 5.01, Tenant shall have the right to submit the
issue to arbitration as follows:

(a) Within twenty (20) business days after receipt of
Landlord's determination of fair market vreuntal, Tenant shall give
Landlord written notice of intention to arbitrate, such notice to specify
the name and address of the person designated to act as arbitrator oa
Tenant's behalf. The party so designated shall be qualified as provided
in Section 5.02(d}. Failure to give written notice as above provided
within such twenty (20) day period shsll constitute an acceptance of
Landlord's determination of fair market rental.

(b) 1f Landlord is not willing to have the issue of Ffair

market rental determined solely by the arbitrator selected by Tenant,
then Landlord shall so notify Tenant in writing within tem {10) business
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days after receipt of the notice demanding arbitration given by Tenant as
provided in Section 5.02(a), such notice to specify the name and address
of the person designated by Landlord to act as its arbitrastor and in such
case both Tenant's arbitrator and Landlord's arbitrator shall jeintly
determine the fair market rental in asccordance with this Section 5.02,
subject, however, to the appointment of a third arbitrator pursuant to
Section 5.02(c) hereof. The person soc desipgnated by Landlord shall have
the qualifications specified in Section 5.02{d}. Failure on the part of
Landlord to specify its arbitrator within the time period and in the
manner set forth above shall constitute agreement to have the issue of
fair market rental determined by the person designated by Tenant.

(¢) If the issue of fair market rental is to be determined
by a single arbitrator, the determination shall be made as diligently as
possible and the report of the arbitrator delivered to the parties within
thirty (30) days after expiratiom of the period of appointment of the
second arbitrastor pursuant to Section 5.02(b). If two arbitrators are
selected, the arbitrators shall meet within ten (10) business days after
eppointment of the second srbitrator and attempt to agree upon the issue
of fair market rental to be determined. 1If the two arbitrators are
unable to agree upon the question in issue withia ten (10) business days
after the first meeting, they shall appoint a third arbitrator who shall
be a competent and impartial person qualified to act in accordance with
the provisions of Section 5.02(d). 1In the event the two arbitrators are
unable to zgree upon a third arbitrator within fifteen (15) business days
after the first meeting, the parties themselves shall select a third
arbitrator within a further period of ten (10) business days. If the
parties are unable to agree upon a third arbitrator within the required
period, either party, on behalf of both, may request the Presiding Judge
of the Superior Court for the County of San Mateo, acting in his private,
non-judicial capacity, to appoint as the third arbitrator an impartial
person qualified to act in accordance with the provisions of Section
5.02(d) and the other party shall not raise any question as to the
judge's full power and jurisdiction to entertain the application and make
the appointment. The three (3) arbitrators shall decide the dispute (if
it has not previously been resolved) by following the procedure set forth
in Sectiom 5.02(g).

{d) All arbitrators shall be qualified M.A.I. resl estate
appraisers familiar with the fair market wvalue and rental of properties
similar to the Premises in the County of San Mateo who could be qualified
as expert witnesses, over objection, to give opinion testimony addressed
to the issue in a court of competent jurisdiction.

{e) 1In the event of the failure, refusal or inability of any
arbitrator to act, he shall appoint his successor; provided, however,
that any successor to the third arbitrator shall be appointed as
hereinbefore provided. The arbitrators shall, if possible, render a
vritten decision within ten {(10) business days after the appointment of
the third arbitrator. A decision in which any two arbitrators concur
shall in 2ll cases be binding and conclusive upon the parties. Each
party shall pay the fee and expenses of its arbitrator and both shall
share equally the fee and expenses of the third arbitrator, if any. Each
party shall pay the fees and expenses of its attorneys and any witness it
may call.

(f) The arbitrators shall have the right to consult experts
and competent authorities skilled in the matters under arbitration, but
any such consultation shall be made in the presence of both parties with
full right to cross—examine. The arbitrators shall have a counterpart
copy of their written decision to each party.

(g) Where an issue cannot be resolved by agreement between
any two arbitrators, of by settlement between the parties during the
course of arbitration, the issue shall be resolved by the three
arbitrators in accordance with the following procedure. The arbitrator
selected by each of the parties shall prepare a written opinion of fair
market rental and the reasons therefor and give counterpart copies to
each party and each of the other arbitrators. The third arbitrator shall
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arrange for a simultaneous exchange of the proposed resolutions. The
third arbitrator shall select which of the two proposed resolutions most
closely approximates his determination of the issue. The third
arbitrator shall have no right to propose & wmiddle ground or any
modification of either of the two proposed resolutions. The resolution
which the third arbitrator selects shall constitute the decigion of the
arbitrators and shall be final and binding upon the parties.

{(h) The judgement or the award rendered in any arbitration
initiated and conducted in accordance with this Section 5.02 may be
entered in any court of competent juriadiction and shall be final and
binding upon the parties. The arbitration shall be conducted and
determined in the City and County of San Francisco in accordance with the
then prevailing commercial arbitration rules of the American Arbitration
Association or its Buccessor except as modified to conform to the
foregoing.

5.03. Late Charges. Tenant recognizes that late payment of any
Rent or other sum due hereunder from Tenant to Landlord will result in
sdministrative expenses to Landlord, the extent of which additional
expense is extremely difficult and economically impractical to
ascertain. Tenant therefore agrees that if Rent or any other payment due
hereunder from Tenant to Landlord remsins unpaid ten {(10) days after said
emount is due, the amount of such unpaid Rent or other payment shall be
increased by a late charge to be paid to Landlord by Tenant in an amount
of Three Hundred Dollars ($300.00). 1In addition, Temant shall pay
interest on the amount of unpaid Rent or other payment at & rate of five
percent {5%) per year above the prime rate then charged by the Bank of
America of Sanm Francisco, California or a successor comparable bank or at
the waximum rate permitted by law, whichever is lower, for each day the
Rent or other payment is delinquent. The amount of the late charge to be
paid Landlord by Tenant on any unpaid Rent or other payment plus any
accrued interest shall be Additional Rent payable by Tenant with the next
succeeding installment of Rent. Tenant agrees that such amount is a
reasonable estimate of the loss and expense to be suffered by Landlord as
a resgult of such late payment by Tenant and may be charged by Landlord to
defray such loss and expense. The provisions of this section in no way
relieve Tenant of the obligation to pay Rent or other payments on or
before the date on which they are due, nor do the terms of this section
in any way affect Landlord’s remedies pursuant to Section 17.03 in the
event said Rent or other payment is unpaid after the due date.

5.04  Additional Rent.

(a) Percentsge Rental. From and after the Commencement Date
and continuing during the Term, Tenant shall also pay as Additional Rent
to Landlord, without abatement, deduction or offset, the amounts
gpecified on the Percentage Rent Schedule attached hereto, marked
Exhibit D and incorporated herein by this reference, as applied to "Gross
Revenues" as therein defined.

(b) Quarterly Statements. Within twenty (20} days after the
close of each calendar quarter, Tenant shall, without notice or demand
from Lendlord, deliver to Landlord a statement certified as correct by an
officer of Tenant's Orchard Supply Bardware division setting forth the
Gross Revenues received by Tenant in, upon or from the Premises during
the preceding quarter.

(¢) Annugl Statement. Within sixty (60) days after the
close of each Lease Year, Tenant shall furnish to Landlord a statement
certified as correct by an officer of Tenant's Orchard Supply Hardware
division setting forth the Grose Revenues made in, upon or from the
Premises for the preceding Lease Year (hereinafter said annual statement
is referred to as the "Annual Statement"). Contemporaneously with the
delivery of such Annual Statement, Tenant shall pay te Landlord the
Percentage Rental, if any, due for the preceding Lease Year as calculated
in accordance with the Percentage Rent Schedule attached hereto as
Exhibit "D". 1In addition to the foregoing Annuval Statement, within sixty
(60) days after the expiration of Tenant's fiscal year, Tenant shall
furnish to Landlord a statement duly certified by a certified public
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accountant approved by Manager {which approval shall not be unreasonably
withheld) setring forth the Gross Revenues made in, upon or from the
Premises durirg such fiecal year. Landlord acknowledges that Tenant's
fiscal year may not coincide with the Lease Year established hereunder
and that the figure for Gross Revenuea set forth in the Annual Statement
may not be the same as the figure for Gross Revenues set forth in the
statement of Grosa Revenues for Tenant's fiscal year, it being understood
and agreed that the determination of Percentage Rental hereunder shall be
based upon Gross Revenues as set forth in the Annual Statement and that
the submission of the additional aanual statement for Tenant's fiscal
year is for information purposes only and shall not increase or otherwise
affect Tenant'e obligation to pay Percentage Remntal hereunder.

(d) Audit of Gross Revenue Statements. If Tenant shall at
any time cause a separate audit of Temant's business conducted in or upon
the Premises to be made by a certified public accountant, Tenant shall
furnish Landlord with a copy of said audit without any cost or expense to
Landlord. Tenant agrees that it will keep all socurce documents
supporting its records of Gross Revenues applicable te each Lease Year
for a period of twenty-four (24) months following the expiration of each
Lease Year and thereafter will retain summary finmancial statements
(including, but not limited to, ledgers and journals) for sn additiomal
twelve {(12) months. Tenant further agrees that Landlord or the agents or
representatives of Llandlord may annually inspect Tenant's records of
Gross Revenues, such inspection to be conducted at the sccounting offices
of Tenaat's Orchard Supply Hardware division, wherever such offices are
now or hereafter located, provided such inspection is made within
thirty=six (36) months sfter the Annual Statement of Gross Revenues is
mailed or delivered by Tenant to Landlord and such inspection shall be
limited to the period covered by such Aunnval Statement. In addition,
Landlord may, in connection with its inspection of Tenant's records,
employ an independent firm of Certified Public Accountants to verify
Tenant's reports of Gross Revenues for such year and if such accountants
shall determine that Tenant has underpaid its obligation for Percentage
Rental to the extent of three (3%1) percent or more for any such Lease
Year, Tenant shall, in addition to paying Landlord the deficiency, also
pay the cost of the audit. Any claim by Landlord for revision of any
Annual Statement of Gross Revenues or for additional rent, which claim is
not made to Tenant within thirty~six (36) months after the date when such
Annual Statement of Gross Revenues is mailed or delivered to Landlord,
ghall be deemed and hereby is waived by Landlord.

(e) Confidentiality of Sales Records. Except to the the
extent that the information is required to be a matter of public record,
Landlord agrees not to divulge to any person or persons, firm or
corporation, the amount of sales made by Tenant in or from the Premises
except such disclosures as may be absolutely required (i) to its
employees or agents in the normal course of its business, (ii) to its
guditors, (iii) to bona fide lending institutions and/or purchasers, (iv)
in judicial or arbitration proceedings, or (v) in response to a valid
gubpoena.

5.05 Het Llease. The Rent payable by Tenant hereunder shall be
sbsolutely net to Landlord. Ezxcept as otherwise expressly provided
herein, Tenant shall pay and discharge without abatement, set-off,
deduction or defense, all taxes, assessgments, insurance premiums,
construction costs, operating and maintenance charges and other amounts,
liabilities and obligations which become due during the Term with respect
to the Premises, the improvements thereon and the businesses and
activitieg conducted thereon.

ARTICLE SIX

Taxes, Assessments and Other Expenses

6,01 Payment by Tenant. During the Term Tenant shall pay, at
least ten (10) daye before delinquency and before any fine, interest,
penalty or other charge shall become due:

(a) All real property and possessory interest taxes,
personal property taxes, genecral and special assessments (including,
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without limitation thereto, assessments for benefits from public works or
improvements, whether or not begun or completed prior to the Commencement
Date and whether or not to be completed within the Term), levies, fees,
rents and other charges of every description which at any time arise with
respect to, or are levied on or assessed against (i) the Premises or any
part thereof including personal property located on the Premises or
within the improvements, (ii) the construction, possession, ownership,
occupancy, operations, use, repair, restoration or reconstruction of the
Premises or any part thereof, (iii) the Rent reserved or payable
hereunder or under any sublease, of (iv) this Ground Lease, the leasehold
estate or any subleasehold estate created hereunder, whether belonging to
or chargeable against Landlord or Tenant;

(b) All other taxes, assessments, levies, fees, rents and
other charges of every description which, during the Term, may be levied
on or assessed against the Premises (exclusive of the easements,
pipelines or utility or communication facilities reserved or installed
and maintained by Landlord as set forth in Section 2.02 hereof) or any
part thereof, or imposed on Landlord or Tenant (including, without
limitation, reimbursement of Landlord for any such taxes paid by
Landlord) as a result of a reduction in, or the abolition of, or
replacement of real property taxes, assessments, levies, fees, rents or
other charges levied on or assessed against the Premises as of the
Commencement Date, subject, however, to the requirement that: (a) such
replacement taxes have materially different applicability to real
property or to the owners of real property or to rental income than they
do to other kinds of property or to other kinds of income; and (b) the
amount of such replacement taxes shall be determined as if the Premises
were the only asset of Landlord, and as if the rent paid hereunder were
the only income of Landlord. In addition, Tenant may take the benefit of
any law allowing assessments to be paid in installments and in such event
Tenant shall only be 1liable for such installments of assessments due
during the term hereof;

(¢) Any gross receipts or similar taxes levied on, assessed
against, or measured by, the Rent paid or discharged by Tenant hereunder,
subject, however, to the requirement that the amount of such taxes shall
be determined as if the Premises were the only asset of Landlord, and as
if the rent paid hereunder were the only income of Landlord;

(d) All sales or use taxes which may be imposed om Landlord
or Tenant on account of the leasing, subleasing, assignment or use of the
Premises or any part thereof by Tenant;

(e) All other costs, charges, amounts, liabilities, expenses
and obligations incurred or payable from time to time during the Term by
reason of, or in any manner comnected with, or arising out of (i)
Tenant's estate or interest in the Premises or any part hereof, (ii) any
right or interest of Tenant in or under this Ground Lease or the
leasehold estate created hereunder, or (iii) the comnstruction,
possession, ovnership, occupancy, operations, use, management,
maintenance, repair, restoration, rtecomstruction or replacement of the
Premises or any part thereof.

Tenant acknowledges and understands that this Ground Lease
will create in Tenant a possessory interest subject to property taxes.
Landlord will use its best efforts to cause the Premises, as of the
Commencement Date of this Ground Lease, to be assessed separately for
real estate and possessory interest tax purposes from any and all other
parcels of property owned or leased by Landlord or other parties.
Landlord represents, warrants, covenants and agrees that subject to the
provisions hereof, Tenant shall only be responsible for the payment of
those real property taxes, assessments, possessory interest taxes and
other taxes and impositions assessed or levied solely against the
Premises as herein described (and exclusive of all other premises or
parcels of property).

6.02 Exclusion of Net Income Taxes and Related Taxes. Nothing
herein contained shall impose upon Tenant the obligation to pay any
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franchise, corporate, estate, inheritance, succession, capital levy,
transfer or other tax imposed upon Landlord and measured by Landlord's
net income or revenue, or a formula derived therefrom, other than taxes
levied omn, assessed against or measured solely by "gross receipts®
consisting of the Rent, subject to the provisions of Section 6.01(c)
above.

6.03 Proration of Rents. All taxes, assessments, levies, fees and
other charges lavied an, or assessed against, the Premises shall be
prorated and apportioned between Landlord and Tenant for the tax year in
which the Term commences and for the tax year in which the Term expires
or terminates.

6.04, Contest of Tax Levied. Tenant shall have the right to
contest the validity or amount of any tax, assessment, levy, fee or other
charge payable in whole or in part by Tenant hereunder, or to seek =&
reduction in the assessed value of the Premises, or any part thereof, by
appropriate proceeding diligently conducted in good faith; provided,
however, that Tenant shall indemnify and defend Landlord against, and
save Landlord harmless from and shall protect the Premises from, any
lien, claim, demand, loss, cost, liability or expense arxising therefrom.
In the event Tenant undertakes any such contest, Tenant may withhold or
defer payment or pay under protest; provided, however, the prior to
delinquency Tenant shall deliver to landlord a bond in an amount equal to
one hundred fifty percent (1502) of the contested charge together with
the estimated amount of fines, interest, penalties and other charges
which mey become due thereon, issued by a corporate surety acceptable to
Landlord, and a protecting Landlord and the Premises from any line,
claim, demand, loss, cost, lisbility or expense which Landlord or the
Premises might suffer or incur as a consequent of the withheld or
protested payment. Upon termination of any such contest, Tenant shall
pay the amount finally determined to be payable, together with all fines,
interest, penalties or other charges incurred or payable as a rvesult
thereof.

ARTICLE SEVEN

Improvement of the Premises

7.01 Right to Improve. At its sole cost and expense, Tenant shall
have the right to construct on the Premises such new improvements as
Tenant may desire and to alter, modify, remove and replace the ssme at
Tenant's discretion, subject to the other provisions herein contained.

7.02 Condition of the Premises and Right te Use. Tenant has
relied, and hereafter shall rely, entirely on its own investigation with
respect to all matters pertaining to the Premises, the physical condition
thereof, the right to use the Premises and governmeutal actions or
spprovals applicable to or potentially affecting the condition or use of
the premises. Landlord makes no covenant or warranty with respect to the
condition of, or the right to use, the Premises including, without
limitation thereto, the condition of the scil or subseill, the cendition
of the existing improvements, compliance of the existing improvements
with building, health, safety and similar laws, codes or regulations, the
right of Tenant to use the Premises for any purpose under zoning,
environmental and other land use laws, codes and regulations, or any
governmental actions or approvals applicable to the condition or use of
the Premises or potentially affecting the condition or use of the
Premises. Any representation or warranty of landlord as to any matter
affeeting the conditicas or use of the Premireg, whether express or
implied, is negeted and no such representation or warranty shall be
implied in fact or in law from any provision of this Ground Lease or any
other circumstance whatever. Tenant may enter the Premises before the
Commencement Date to make soil, structural engineering and such other
tests as Tenant considers necessary. Anything herein contained to the
contrary notwithstanding, if Tenant is unable to obtain building permits
for comstruction of its intended buildings and improvements within 180
days after the date of execution hereof, or if Tenant is unable to obtain
a certificate of occupancy for the operation of a home improvement center
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retail store with an outside sales area, nursery and pick-up area, then
Tenant, at any time thereafter, may, at Temant's option, terminate this
Lesse by written unotice to Landlord, provided, however, that in such
event, Lsndlord shall be entitled to retain the $12,600 deposit
heretofore paid to Landlord pursuant to that certain Invitastion to Bid
for development aod operation of the Premises and submitted to Landlord
on or about October 5, 1283,

7.03 Permit Applications, In comnection with Tenaunt’s application
for permit or permite to the City of Millbrae and other appropriate
agencies pursuant to Sectiom 7.02(d}, Landlord agrees ro cooperate and
join with Tenant in applying for such permit or permits, wherever such
action is necegsary and vequired by law; provided, however, that Tenant
shall indemnify and hold Landlord harmless from any costs or expenses in
connection therewith. Notwithstanding anything to the contrary herein,
Landlord sghall not be obligated to grant or to join in conduct which
would result in a dedication of easements or rights of way for any
purpose, including the dedication of open space.

7.04  Protection of Landlord Apginst Cost or Claim.

(a) Payment; Contest of Lien; Indemnity. Tenant shall pay
or cause to be paid the total cost and expense of all Tworks of
improvement,' as that phrase is defined in California Civil Code Section
3106 or any comparsble statute in effect when the work begins, undertaken
upon the Premises. Tenant shall not suffer or permit to be enforced
against the Premises, or eny part thereof, any mechanic's, materialman's,
contractor's or subcontractor's lien arising from any such work of
improvement. However, Tenant may in good faith and at Tenant's sole cost
and expense contest the validity of any asserted lien, claim or demand,
provided Tenant has furnished the bond required in California Civil Code
Section 3143 or any comparable statute then in effect. Tenant shall
defend and indemnify Landlord against, and hold Landlord harmless from,
all liability and loss of any kind arising out of work performed on the
Premigses by or on behalf of Tenant, together with reasonable attorneys’
fees and all costs and expenses incurred by Landlord in negotiating,
settling, defending, or otherwise protecting against such claims.

(b) Landlord's Right ta Discharge Lien. If Tenant has not
recorded the bond described inm Califormia Civil Code Section 3143 or
otherwise acted to protect the Premises under any alternative or
successor statute, and if a final judgment has been rendered against
Tenant by a court of competent jurisdiction for the foreclosure of a
wechanic's materialman’s, contractor's or subcontractor's lien claim, and
if Tenant has failed to stay the execution of the judgment by lawful
means or to pay the judgment, Landlord shall have the right, but not the
duty, to pay or otherwise digcharge, stay, or prevent the execution of
any such judgment or lien; and all sums so paid, and/or any costs
incurred by Landlord in connection therewith, plus interest thereon at a
rate of five percent (5%) per year above the prime rate then charged by
the Bank of America at San Francisco, California or a successor or
comparable bank, or at the maximum rate permitted by law, whichever is
lower, shall be deemed to bhe Additional Rent paysble by Tenant with the
next succeeding installment of Rent. No such payment or act of discharge
shall constitute a waiver of default, or of any right or remedy for
default, by Landlord, or render Landlord liable for any loss or damage
arising therefrom.

ARTICLE EIGHT

Use of Demised Premises

8.01. Purposes. The Premiges may be used for any lawful purpose.

8.02. Compliance with laws. At its sole cost and expense Tenant
shall comply, and shall cause the Premises to comply, with the laws,
statutes, ordinances, orders, rules, regulations and requirements of the
federal, state and City govermments, and all sppropriate departments,
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tommission, boards and officers thereof, which affect the Premises, the
improvements thereon, or any part thereof, whether ordinary or
extraordinary, including those which require the waking of any
structural, unforeseen or extrsordinary changes, whether presently within
the contemplation of the parties or constituting a change of governmental
policy, and irrespective of cost.

8.03. Contest of lawas. Tenant shall have the right at its sole
cost and expense to contest the validity of any law, statute, ordinance,
order, rule, regulation or requirement affecting the Premises, the
improvements thereon, or any part thereof, by appropriate proceeding
diligently conducted in good faith; provided, however, that Tenant shall
defend and indemnify landlord sgainst, and hold Landlord harmless from,
any and all liability, Ioss, cost, damage, injury or expense (including,
without limitation thereto, attorneys' fees and litigation costs) which
Landlord may sustain or suffer by reasom of Tenant's failure or delay in
complying with, or Tenant's contest of, any such law, statute, ordinance,
order, rule, regulation or requirement. Landlord shall have the right,
but not the obligation, to contest by appropriate proceeding, at
Landlord's expense, any such law, statute, ordinance, rule, regulation or
requirement.

8.04, No Abatement of Rent. Tenmant shall not be entitled to any
abatement, diminution, reduction or postponement of Rent as & congequence
of loss caused by any present or future laws, statutes, rules,
requirements, order, directions, ordinances or regulations of the
federal, state or city governments, or of any other causes beyond the
control of Landlord, except as expressly otherwise provided herein.

ARTICLE NINE

Asgignment

9.01. Definitions. As used in this ARTICLE NINE, the following
terms shall have the following meaningsa:

(a) *“Assigmment™ shall include, without limitation thereto,
any sale, assignment, transfer or other disposition of all or any portion
of Tenant's estate under this Ground Lease or of Tenant's interest in the
improvements thereon, whether voluntary or involuntary, and whether by
operation of law or otherwise. The term “assigmment” shall also include
any transfer, or the aggregate transfer, during the Term, of the
ownerghip interests in Tenant as follows:

(1) if Tenant is a corporation, (i) any dissolution,
merger, consolidation, or other reorganization of Tenant, or {ii) a sale
of more than fifty percent (50{) of the value of the assets of Tenant, or
(iii) if Tenant is a corporation with fewer than five hundred (500)
shareholders, the sale or other traunsfer of a controlling percentage of
the capital stock of Tenant. "Controlling percentage"” means the
ownership of, and the right to vote, stock possessing at least fifty
percent (508) of the total combined voting power of all classes of
Tenant's capital stock issued, outstanding and permitted to vote for the
election of directors;

(2) if Tenant is a trust, the transfer of more than
fifty percent (50%) of the beneficial interst of Tenant, or the
disgsolution of the trust;

(3) if Tenant is & partnership or joint venture, the
withdrawal, of the transfer of the interest, of any general partuner or
joint veaturer, or the dissolution of the partnership or joint venture;

(4) if Tenmant 1is composed of tenants-in-common, the
transfer of the interest of any co-tenant, or the partition or
dissoclution of the co-tenmancy.

(b) "Permitted Assignment" shall mean:

(1) An Assignment to any partnership or joint venture
of which Tenant is a general partner or joint venturer and retains,
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pursuant to the terms of the partnership or joint venture agreement,
asctive and controlling management of an operational responsibilicy for
the Premises; or -

(2} The acquisition of Tenant's aestate under this
Ground lease by & Hortgagee or purchaser at a foreclosure sale pursuant
to the provisions of Sections 11.02(3) through (7); or

(3) An assignment to: (a) Tenant's parent corporation;
or {b) to another subsidiary of Tenant's parent corporation; or {c} to an
affiliated corporation; or (d) to a corporation under common control with
Tenant's parent corporation or another subsidiary of Tenant's parent
corporation; or {e) any corporation into which Tenant may merge or which
may result in the comsolidation of Tenant with any other corporation; or
(f} any corporation or entity to which Tenant selle or assigns all or
substantially all of its assets. The provisions of this paragraph shall
apply to any assignment by operation of law as well as to any transfer or
agsignment resulting from the tranafer of the corporate stock of Tenant.

9.02. Qualified Right of Assignment. Subject to the provisioms of
Secting 9.03 and 9.04, Tenant ghall have the right, without the prior
written consent of Landlord, to assign its interest in this Ground Lease
to a Permitted Assignee. Tenant ghall not assign its interest in this
Ground Lease to any assignee other than a Permitted Agsignee without the
prior written consent of Landlord. The consent of Landlord shall not be
unreasonably withheld; provided, however, that, in Landlovd's reasonable
judgment, the proposed assignee is financially and otherwise able and
qualified to perform and discharge all of the obligations of Tenant
under, and otherwise comply with the terms, covenants, and conditions of,
this Ground Lease,

9.03. Conditions Precedent to Assignment. Any assignment by Tenant
of 1its interest 1in this Ground Lease including, without limitation
thereto, any Permitted Assignment other than an acquisition of Tenant's
estate under this Ground Lease by Mortgagee or purchaser at a foreclosure
sale pursuant to the provisions of Sections 11.02(3) through (7), shall
be subject to each and all of the following conditions precedent:

(a) Notice. Tenant shall give Landlord at least ninety (90)
days written notice of the proposed assignment which shall include the
name, address and legal description of the proposed assignee, Tenant's
full and complete computation of excess consideratioen pursuant to Section
3,03(f) and such other information as may be necessary or appropriate to
establish to the satisfaction of Landlord that the proposed assignee is
either a Permitted Assignee or financially and otherwise able and
qualified to perform and discharge the obligations of Tenant under, and
otherwige comply with the terms, covenants and conditions of, this Ground
Lease.

{b) No Defsult. Tenant shall not be in default under this
Ground Lease either at the time the foregoing notice is given or at the
time the assignment is consummated.

{e) Written Assignment. The proposed assignment shall be in
a writing duly executed and acknowledged by Tenant and the proposed
assignee and otherwise in recordable form.

(4) Assumption of Tenmant's Obligations. The written
assignment shall provide that the proposed aasignee assumes the
obligations to be performed or discharged by Tenant and agrees to comply
with all of the terms, covenants and conditions hereof.

(e} Delivery of Executed Original. The proposed assignment
shall not become effective until such time as Tenant has delivered to
Landlord a duly executed and acknowledged original of the written
aassignment.

(£f) Participation in Excess Consideration. As a condition
to approval of any proposed assignment pursuant to Section 9.02, fifty
percent (50%) of the "excess consideration" therefor shall be paid over
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to Landlord. For purposes hereof, the term "excess consideration' shall
mean the amount by which the total consideration received by Tenant for
the assignment (whether paid directly or indirectly, in cash or in kind,
in installments or lump sum) exceeds (i) the amounts required to be paid
hereunder, and (ii) brokerage commissions in customary amounts incurred
in connection with the assignment. Consideration paid for improvements
to the portion of the Premises subject to an assignment shall be retained
by Tenant. Any dispute between the parties concerning computation of
excess consideration, including, but without limitation, the question of
allocating consideration paid for an assignment between amounts paid for
improvements and amounts paid for assignment of this Ground Lease, in
whole or in part, shall be determined fair market rental set forth imn
Section 5.02, with Landlord to be the party to initiate the proceeding by
demanding arbitration of Tenant's proposed allocation.

9.04, No Waiver. Landlord's failure to object, or to refuse to
conset, or Llandlord's written consent, to an assignment shall not be
deemed to be a comnsent, or a waiver of Landlord's right to object or
refuse to consent, to any further assignment.

9.05. Other Assignment Void. Any purported assignment which does
not comply with the provisions of this ARTICLE NINE sghall be void and
shall comstitute an event of default. Landlord may, after default by
Tenant, collect any Rent to be paid or discharged hereunder from the
purported assignee and apply the net amount collected to the Rent herein
reserved; but no such collection shall be deemed a waiver of the
covenants of this ARTICLE NINE, or the acceptance of the purported
assignee as Tenant, or a release of Tenant from the further performance
by Tenant of the terms, covenants and conditions of this Ground Lease.

ARTICLE TEN
Subleases
10.01. Qualified Right to Sublease. -Subject to the provisions of

this ARTICLE TEN, Tenant may sublet all or any part of the Premises;
provided, however, that:

(a) Term. The term of each sublease shall expire prior to
expiration of the Term;

(b) Attornment. Subject to the rights of any Mortgagee
under ARTICLE ELEVEN, each sublease shall contain a provision
satisfactory to Landlord requiring the sublessee, in the event of default
by Tenant, to attorn to Landlord and, upon notice, to make sublessee's
rental payments directly to Landlord.

(c) Prepaid Rent. Tenant shall not accept, directly or
indirectly, more than three (3) months' prepaid rent from any sublessee.

(d) Notice. Tenant ghall, within ten (10) days after the
execution of each sublease, notify Landlord of the name and mailing
address of the sublessee and deliver to Landlord a true and correct copy
of the sublease; and

(e) Compliance With This Ground Lease. Each sublease shall
require the sublessee to comply with all of the terms, covenants and
conditions of this Ground Lease.

ARTICLE ELEVEN
Encumbrances

11.01. Of Landlord's Fee Estate By Tenant. Upon not less than
twenty (20) business days prior written notice to Landlord, Tenant shall
have the right to encumber lLandlord's fee estate in the Premises in whole
or in part without the prior written consent of Landlord wupon the
following terms, covenants and conditions:

(1) The instrument of encumbrance shall apply solely to
Landlord's interest in the Premises and all easements and appurtenances
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thereto and Landlord shall not be required to execute any instrument
which would obligate Landlord for payment in whole or in part of any such
loan or any part thereof.

(2) Tenant shall not be in default in performance of any
obligation on its part to be performed pursuant to the terms of this
Lease;

(3) The encumbrance shall be imposed for purposes of
securing a loan provided by an imstitutional lender for the purpose of
development and construction of improvements upon the portion of the
Premises to be so encumbered;

(4) The proceeds of the 1loan shall be disbursed as
development and construction progresses with customary and usual
constraints and controls concerning disbursement of funds to assure that
the funds are applied properly for development and construction of
improvements upon the portion of the Premises so encumbered;

(5) The principal of the loan secured by the encumbrance
shall not exceed the lender's estimated value of the interest to be
encumbered as of completion of the improvements or the cost of
construction and development thereof, whichever is the less;

(6) The loan secured by such encumbrance shall be payable in
full not later than two (2) years after the date of the encumbrance;

(7) Interest on the unpaid principal amount of the loan
secured by the encumbrance shall not exceed three percent (3%) per annum
in excess of the "prime rate” (comstituting the rate charged by the
lender to its best corporate customers) charged by any major national
bank with headquarters in San Francisco, Califormia;

(8) The fees, charges and other compensation payable to the
lender with respect to such loan shall not exceed three percent (3%) of
the principal amount thereof;

(9) Under the terms of the loan agreement, Landlord shall
have the right (a) to assume Tenant's interest under this Lease in the
event of Tenant's default, (b) to cure the default, and (c) to take
whatever other steps are necessary to protect its interest in the
Premises;

The purpose of the foregoing shall be to provide a mechanism
for "subordination" of Landlord's fee estate to so—called "construction"
or "interim” loans from time to time made by institutional lenders for
purposes of construction or development of improvements upon the Premises
but not to provide for encumbrances of Landlord's fee estate to long-term
or “permanent" loaums.

Default of Tenant under any such loan shall constitute a
default hereunder. Any sums paid by Landlord to cure a default and all
cost incurred by Landlord in connection therewith ghall constitute
Additional Rent payable by Tenant with the next monthly installment of
Annual Rent hereunder. HNo such payment or other act of cure shall
constitute a waiver of any other right may have by reason of any such
default.

11.02. Leasehold Encumbrances by Tenant. Tenant, may, without the
consent of Landlord, mortgage or otherwise encumber all or a portion of
Tenant's leasehold estate in the Premises provided that (i) the Mortgage
or encumbrance shall not affect or become a lien upon Landlord's fee
estate in the Premises, and (ii) the Mortgage or encumbrance shall be
subject to each and every one of the following terms and conditions:

(1) Mortgage Subject to Ground Lease. The Mortgage or
encumbrance, shall be subject and subordinate to each and every one of
the terms, covenants, conditions and restrictions set forth in this
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Ground Lease and to all rights and interests of Landlord hereunder. In
the event of any conflict between the provisions of this Ground Lease and
the provisions of this Ground Lezge shall control over the provigions of
the Mortgage or encumbrance;

(2) HNotices. Tenant shall notify Landlord in writing of the
name and address of the holder of any such Mortgage or encumbrance and
shall forward to Landlord a copy of the instrument evidencing such
Mortgage or encumbrance within ten (10} days after it is recorded.
Landlord shall mail or deliver to the Mortgagee or other lienholder a
duplicate copy of any and &ll written notices which Landlord may from
time to time give to or serve upon Tenant under and pursuant to the terms
and provisions of this OGround lease including, without liwitation
thereto, notice of default or breach by Tenant hereunder;

(3) Hortpapee's Rights to Cure. A Mortgagee or other
lienholder may, at its option, at any time befare the rights of Tenant
shall have been terminated as provided in this Ground Lease, pay any of
the Rent to be paid or discharged by tenant under this Ground lease or
cure ay other default of Tenant, and all payments so made and curative
acts gso performed shall be as effective to prevent a termination of the
rights of Tenant hereunder as payments made or acts performed by Tenant.
Any Mortpage constituting an encumbrance on all or a portion of the
Tenant's interest in the Premises may ba so conditioned as to provide
that as between the holder thereof and Tenant, the helder, upon curing
any default on the part of Tenant, shall thereby be subrogated to any or
all of the rights of Tenant under this Ground Lease;

(4) HMortgagee's Right of Possession. The holder of =
Mortgage or other encumbrance on all or a portion of Tenant's interest in
this Ground Lease who, upon default by Tenant, pays the Rent and performs
21l of the other obligations of this Ground Lease to be paid or performed
by Tenant in accordance with the provisions of Section 11.02(3) may enter
into possession of that portion of the Premises affected by the Mortgage
or encumbrance without first having assumed the obligations of Tenant
under this Ground lease;

(5) HMortgagee's Pogsessory Obligations. Should the holder
of a Mortgage or other encumbrance on all or a portion of Tenant's
interest acquire all or any part of such interest in this Ground Lease by
foreclosure, assignment in lieu thereof, or as a result of any other
action or remedy provided for by the Mortgage or other encumbrance, or by
law, the holder thereof shall take Tenant's interest subject to all of
the provisions of thie Ground Lease and shall so long as, but only so
long as, it shall be the owner and in possession of the leaseholder
estate, assume personally the obligations of this Ground Lease;

{6) Limitation on Landlord's Rights. Landlord shall not
terminate this Ground Lease on account of any default or breach on the
part of Tenant if, within sixty (50) days after service by Landlord of
written notice of the default or breach on Tenant [and on the holder of
the Mortgage or encuwbrance if Tenant or the holder has notified Landlord
of its existence as provided in Section 11.02(2)], the Mortgagee or other
lienholder shall:

(i)} Cure the default or breach if the same can be cured
by the payment or expenditure of money or, if the default or breach is
not so curable, if the Mortgagee or other lienholder commences and
thereafter diligently pursues foreclosure or private sale pursuant to the
Mortgage or other encumbrance in the manner provided by law; and

(ii) From and after commencement of foreclosure pays and
performs all obligationas required to be paid and performed by Tenant
under this Ground Lease until such time as such interest in this Ground
Leage shall be sold upon foreclosure, or by exercise of a power of ssle
pursuant to the Mortgage or other encumbrance, or until such Mortgage or
other encumbrance ghall be released or reconveyed.

{7) Foreclosure Or Sale, Foreclosure of a Mortgage or other
encumbrance, or any ssle thereunder, whether by judicial proceedings or
exercise of power of sale in the Mortgage or encumbrance, or any
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conveyvance of 1its interest from Tenant to the Mortgagee or other
lienholder through, or in lieu of, foreclesure shall not require the
consent of Lendlord or constitute & default under this Ground Lease.
Upon such foreclosure, sale or conveyance Landlord shall racognize the
Mortgagee or other lienholder, or any purchaser at a foreclosure szle, as
Tenant hereunder. In the event the Mortgagee or other lienholder becomes
the Tenant under this Ground lease, the mortgagee or other lienholder
shall be personally liable for the obligations of Tenant under this
Ground lease only so long as it remains Tenant hereunder. While the
Mortgagee or other lienholder is the Tenant under this Ground Lease its
right to assign this Ground Lease shall be subject to the provisions of
ARTICLE NINE, In the event the Mortgagee or other lienholder
subsequently asaigns its interest under this Ground Lease after scquiring
Tenant 's interest by foreclosure, or by acceptance of an assignment in
lieu of foreclosure, and in connection with such assignment takes back a2
Mortgage encumbering such interest to secure payment of the purchase
price, the Mortgage shall be subject to, and the Mortgagee shall eunjoy
the rights and be entitled to enforce the terms, covenants and conditions
of, this ARTICLE ELEVEN and any other provisions of this Ground Lease
included for the benefit of s mortgagee of all or portions of Tenant's
interest in the Premises.

(B) HWo Release of Tenant. Except as expressly otherwise
provided in this Ground Lease, mno foreclosure, assignment or sale of
Tepant's leasehold estate, or assumption of the obligations of Tenant
under this Ground Llease, by a Mortgagee or other lienholder, or
acceptance of Rent by Lsndlord from a Mortgagee or other lienholder,
shall velieve, release or in any manner affect the liability of Tenant
hereunder;

(9} Request For Notice Of Default. Immediately after a
Mortgage or other encumbrance on all or a portion of the Tenant's
interest in the Premises is recorded, Tenant, at its own expense shall
cause to be duly recorded a request that Landlerd receive written notice
of any default and/or notice of ssle under the Mortgage or other
encumbrance. In addition, Tenant shall furnish to Landlord complete
copies of the Mortgage or other encumbrance and the note or other
obligation secured thereby.

11.93. Other Encumbrances. Except as otherwise provided in this
ARTICLE ELEVEN, Tenant shall not mortgage or otherwise encumber all or
any portion of the Premises or Tenant's interest under the Ground Lease
without the prior written consent of Landlord. Consent by Landlord to
any Mortgage or encumbrance shall not be construed as a consent by, or 8o
as to relieve Tenant from the obligarion to obtain the express written
consent of, Landlord to any further Mortgage or encumbrance other than z
permitted Mortpgage or encumbrance under Section 11.02.

ARTICLE IWELVE

Waste And Inspection

12,01, Waaste and Unlawful Use. Tenant shall not make or suffer any
waste or any unlawful, improper, or offensive use of the Premises.

12.02. Inspection. Landlord, its employees or agents, shall have
the right at all reasonable times during the Term to enter the Premises
to determine whether Tenant's covenants herein are being fully observed
and performed provided that Landlord shall give Tenant at least
forty-eight (48) hours advance notice of any such entry and no such entry
may be made without an agent or representsative of Tenant being present at
the time of such entry.

ARTICLE THIRTEEN
JInsurance
13.01. Public Lisbility. At all times during the Term Tenant

shall, at Tenant's sole cost and expense, obtain and maintein a policy or
policies of owner's, landlord's and tenant’s cowmprehensive general public
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liebiliry insurance covering, without Ilimitation thereto, (i} fire
damage, {(ii) water damage, (iii) owned, non-owned and hired automobile,
(iv) contractors, {v) contractual and, if applicable, (vi) host ligquor,
(vii) elevator, (viii) garage keeper's, (ix) products, and (x) completed
operations liability, naming as insureds and separately protecting
Landlord, its officers, agents, employees and members of the Commission,
and Tenant, ag their interests may appear, against any liability to the
publie, or to the occupants of the Premises, their sublessees, and their
respective fawily members, guests, invitees or licensees, incident to the
owmership, maintenance, management and/or use of the Premises or any part
thereof, arising from <laims for personal injury, death or property
damage occurring upon, in or about the Premises, the adjoining property
of Landlord, or any fixturés or equipment located upon or within the
Premises, or in or about any streets, sidewalks and passageways located
within the Premises except to the extent caused by any dangerous
condition or any negligent act or omission of Landlord, ite emplovees,
members, officers, agents, invitees, liceunsees or contractors. Limits of
1iability under such insurance for bodily injury or death shall be not
less than Two Million Dollars ($2,000,000.00) per occurrence; and for
property damage not less than Two Millionm Dollars ($2,000,000.00) per
sccurrence. Each poliey! {i) shall be issued on a comprehensive
ligbility basis, shall be cross-liability endorsed so as not to prejudice
the rights of a named insured with resgpect to any action against another
named insured; (ii) mey be maintained under blanket policies; and (iii)
shall further provide for a full waiver of subrogation by the insurer as
to any and all claims against the named insureds and their respective
agents and employees, and of all defenses based on acts of the insureds
or the existence of co-insurance. Tenant shall pay all premiums thereon
when due, and shall, immediately upon receipt, deliver to landlord
certificates of insurance evidencing such coverage. Not more frequently
than once every five (5) years during the Term Landlord shall have the
right to require Tepant to increase the amounts of such coverage if
Landlord, in its reasonable judgment, determines that an iacresse is
necessary and if the amount of the coverage required by Landlord is
consistent with the requirements generally imposed under ground leases of
similarly improved California real property.

13.02, Additional Insureds. Each of the ingurance policies
required to be obtained and maintained by Tenant pursuant to this ARTICLE
THIRTEEN shall name as additional insureds the City and County of San
Francisco, its officers, agents, employees and members of the Commission,
and may name as an additional insured ary Mortgagee provided, however,
that nothing contained in this Section 13.02 or the Mortgage shall
relieve Tenant of any of its insurance obligations to Landlord hereunder
or give Tepant or a Hortgagee any right to use and/or receive insurance
proceeds other than in accordance with the provisions of ARTICLE
SEVENTEEN of this Ground Lease.

13.03. Notice of Cancellatiomn or MHodification. Each of the
insurance policies required to be obtained and maintained under this
ARTICLE THIRTEEN shall provide that the insurer may not cancel, amend or
refuse to tenew the policy without first giving Landlord thirty (30} days
prior written notice by certified or registered mail.

13.04. Waiver of Subrogetion. Either Landlord or Tenant may obtain
and maintain policies of insurance other than those required to be
obtained and maintained by Tenant hereunder; provided, however that any
such policy shall comply with the provisions applicable to insurance
policies obtsined and maintained under this ARTICLE THIRTEEN, Landlord
and Tenant waive, on their own behalf and on behalf of their respective
insurers, any clsim and on behalf of their respective insurers, any
claim, or right of subrogation to a claim, by one against the other, or
its agents or employees, arising from any loss, damage, liability, cost
or expense to the extent it is covered by a policy of insurance
applicable to the Premises or any part thereof or the respective rights
and duties of Landlord and Tenant snd/or to the extent Landlord or Tenant
is a self-ingured. Each policy of insurance applicable to the Premises
or the vespective rights and duties of Landlord and Tenant shall provide
for the waiver hereinabove set forth. In the event either Landlord or
Tenant discovers that such s waziver is not availsble, it shall promptly
give the other written notice of non-availability.
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13.05 Workers' Compensation Insurance and Social Security.
Tenant enters into this Lease as an independent contractor and not as an
agent or employee of landlord, as the word "employee" is defined in the
Workera' Compensation Act of the State of California. Tenant covenants
that none of its officers, agents or employees are employees of the City
of 8San Francisco and further covenants to provide Workers Compensation
insurance, with ewployer's liability limits of not less than $1,000,000
for each accident, and such social security and unemployment compensation
" benefits as may be required by law, and will, upon written request,
furnish to Landlord reasonable evidence of such coverage.

ARTICLE FOURTEEN

Indemnification and Non-Ligbility of Landlord

14.01., Indemnification and Defense. As used in this Section 14.01,
the term “Landlord” shall include, in addition to the City and County of
San Francisco, the Public Urilities Commission of the City and County of
San Francisco, and its or their respective board members, offices,
employees, servants and agents. Except to the extent caused by any
dangerous condition or any negligent sct or omission of Landlord, its
employees, officers, ageuts, licensees, invitees or contractors, Temant
shall indemnify and defend Landlord sgaimst, and hold Landlord harmless
from, any and all liabilities, obligations, losses, damages, fines,
penalties, claims, demands, suits, actions, causes of action, charges,
judgments, costs and expenses {including all reasonable architects' and
attorneys' fees and court costs) of any nature whatsoever which may be
imposed upen, incurred or paid by, or asserted against Landlord, Tenant,
the Premises or any interest therein by reason of, arising from, or in
connection with any of the following cccurring during the Term:

{1) Any injury to or death of any person or any damage
to property occurring from any cause in, on or about the Premises or any
part thereof;

(2) The use, non-use, condition, possession,
occupation, operation, repair, maintenance or management of the Premises
or any part thereof;

{3) Any construction, reconstruction, changes or
alterations or or to, or any “work or thing done in, on or about, the
Premises or any part thereof including, without limitation thereto, the
construction of improvements, or anything done in conmection therewith;

(4) Failure of Tenant to perform or comply with any
term, covenant and condition of this Ground Lease; or

(5) Violation of Tenant of any contract or agreement to
which Tenant is a party ar any restriction, statute, law, ordinance or
regulation, in each case affecting the Premises, or any part thereof or
the ownership, occupancy, use posscession, operation, repair, maintenance
or management of the Premises.

In the event gny action or proceeding the gubject of this Section 14.01
is brought against Landlord, Tenant shall, wupon written notice from
Landlord, at Tenant's expense, defend such action or proceeding through
counsel approved in writing by Landlord.

146.02. Legal Expenseg. When Landlord is the prevailing party,
Tenant ghall pay, and indemnify Landlord against, all legal costs and
charges including, without Ilimitation thereto, vreasonable attorneys’
fees, paid or incurred by Landlord in obtaining possession of the
Premises after default of Tenant or upon expiration or earlier
termination of this Ground Lease, or in enforcing any covenant or
condition herein coatained., When Tenant 1is the prevailing party,
Landlord shall pay, and indemnify Tenant against, all legal costs and
charges including, without limitation thereto, reasonable attorney's
fees, paid or incurred by Tenant in enforcing any covenant or condition
herein contained.
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ARTICLE FIFTEEN

Default Provisions

15.01. Events of Default. Each of the following events shall be a
default by Tenant and a breach of this Ground Lease:

(a) Failure or refusal to pay when due any Rent required to
be paid or discharged by Tenant hereunder;

(b) A general assignment by Tenant for the benefit of its
creditors; or the admission in writing by Tenmant of its inability to pay
i1t debts as they become due;

(c) Either (i) the appointment of a receiver or trustee to
take possession of all or substantially all of the assets of Tenant, or
(ii) any action or proceeding commenced by or against Tenant under any
insolvency or bankruptey act, or under any other statute or regulation
having as its purpose the protection of creditors, which is not
digcharged within thirty (30) days after the date of commencement. Upon
the happening of any such event, and notwithstanding any provision to the
contrary in Section 15.02, Landloxd shall have the right, subject to the
rights of Tenant and any trustee in bankruptcy in such proceedings, to
terminate this Ground Lease upon ten (10) days written notice (or such
longer period as may be specified by applicable bankruptcy law or order
of the bankruptcy court) given to Tenant and the trustee in bankruptey.
1f under the applicable law, Tenant or the trustee in bankruptcy has the
tight to affirm this Ground Lease and continue to perform the obligations
of Tenant hereunder, Tenant or the trustee shall, within the time period
permitted by the bankruptcy court, cure all defaults of Tenant
outstanding ag of the date of the affirmance of this Ground Lease and
provide to Landlord such adequate assurances as may be necessary to
assure Landlord of the continued performance of Tenant's obligations
under this Ground Lease. Specifically, but withoiut limiting the
generality of the foregoing, Tenant's obligations under this Ground
Lease. Specifically, but without limiting the generality of the
foregoing, Tenant or the trustee in bankruptcy shall assure Landlord that
the Rent required to be paid or discharged by Tenant shall be paid or
discharged in full at the times and in the manner herein specified. The
provisions of this Section 15.01(c) have been included in this Ground
lease to assure that the basic understanding between Landlord and Tenant
with regpect to Tenant's use of the Premiges and the benefits to Landlord
therefrom are preserved consistent with the purpose and intent of
applicable bankruptcy laws;

{d) The subjection of any right or interest of Tenant in
this Ground Lease or the Premises to attachment, execution or other levy,
or to seizure under legal process, if not released within thirty (30)
days;

(e) The assignment, mortgage or encumbrance of this Ground
Lease, or the subletting of all or any part of the Premises, by Tenant
otherwise than as expressly permitted hereunder; or the transfer of this
Ground Lease to any person, firm or corporation other than Tenant except
in the manner permitted hereunder;

(f) The failure or refusal of Tenant to perform or observe
any other covenant, condition or requirement of this Ground Lease not
hereinbefore in this Section 15.01 specifically addressed.

15.02. Notice and Right to Cure. As a precondition to pursuing any
remedy for an alleged default by Tenant [except for a default described
in Section 15.01(c)], Landlord shall, before pursuing any remedy, give a
notice of default to Tenant which shall specify in detail the alleged
event of default. If the alleged default is the nonpayment of Rent to be
paid or discharged by Tenant hereunder, Tenant shall have three (3)
business days after notice of default is given to cure the default. With
respect to any other default, Tenant shall promptly after notice of
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default commence and diligently proceed to cure the default and shall
have thirty (30) days after notice is given to complete the cure,
provided, however, that if such default shall reasonably take more than
thirty (30) days to cure, Tenant shall commence the same within the
thirty (30) days and diligently prosecute the same to completion.

15.03. Landlord's Remedies. If any default by Tenant shall
continue uncured for the period specified and following a notice of
default given in accordance with the provisions of Section 15.02,
Landlord sghall have, in addition to any other rights and remedies
provided by law or equity, the rights and remedies provided in Section
15.04, 15.05 and 15.06.

15.04. Election to Terminate. Landlord shall have the right to
terminate this Ground Lease by written notice of termination given to
Tenant at any time after expiration of the applicable cure period. In
such event this Ground Lease and the Term hereof, as well as all of the
right, title and interest of Tenant hereunder, shall wholly cease and
expire at the hour of 12:01 A.M. of the day after the day on which the
notice of termination is given, or at such later day and time as Landlord
may specify in the notice of termination, in the same manner, and with
the same force and effect, as if such date were the date originally
specified herein for the expiration of the Term. Tenant shall quit and
surrender the Premises to Landlord on such date; provided, however, that
notwithstanding the surrender, Tenant shall remain liable as specifically
hereinafter provided. In the event Landlord gives Tenant notice of
termination as hereinabove provided:

(a) Landlord, or Landlord's agents, employees or servants,
may on the termination date specified herein or in the notice of
termination, or at any time thereafter, reenter the Premises and remove
Tenant, its agents, employees and servants, and all or any of its
property, by any suitable action or proceeding at law, and repossess and
enjoy the Premises; and .

(b} Tenant shall also pay to Landlord all costs and expenses
which Landlord wmay then or thereafter incur in connection with the
termination, rteeutry, removal and repossession; and

{¢) Landlord, on the termination date specified herein or in
the notice of termination, or any time thereafter, shall be entitled to
recover from Tenant:

(1) The worth at the time of award of the unpaid Rent
which had been earned at the time of termination;

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

(3) The worth at the time of award of the amount by
which unpaid Rent for the balance of the Term after the time of award
exceeds the amount of such rental loss that the Tenant proves could be
reasonably avoided.

(4) The "worth at the time of award" of the amounts
referred to in Sections 15.04(c)(1) and (¢){(2) above shall be computed by
allowing interest at the lesser of five percent (5Y) per year above the
prime rate then charged by the Bank of America at San Francisco,
California, or a successor or comparable bank, or the maximum rate
allowed by law. The "worth at the time of award" of the amount referred
to in Section 15.04(c)(3) above shall be computed by discounting such
amount at the discount rate of the Federal Reserve Bank of San Francisco
at the time of award, plus one percent (1%).

(5) As used herein, the term "time of award" shall mean
eithe the date upon which Tenant pays to Landlord the amount recoverable
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by Landlord as hereinabove set forth or the date of entry of any
determiation, order or judgment of any court or other legally comstituted
body determining the azmount recoverable, whichever firat occurs.

15.05, Refusal to Terminate. Landlord shall have the right to
refuse to terminate this Ground Lease and/or accept the surrender of the
Premigses after expiration of the applicable cure peried. In such event
the obligation of Temant to pay or discharge all Rent tc be paid or
discharged hereunder shall continue until the expiration or earlier
termination of this Ground lease. Landlord may, without accepting, or
being deemed to have accepted, a surrender of the Premises or Tenant's
leasehold estate under this Ground Lease, collect andfor sue for the
installments of Rent required to be paid or discharged by Tenant under
this Ground Lease as and when the same shall become due.

15.06, Landlord's Right to Cure. If Tenant shall fail, rafuse or
neglect to pay the taxes, assessments or other charges levied agazinst the
Premises or any mortgages, liens or encumbrances, the judicial sasle or
which will affect the fee estate of Landlord in and to the Premises, then
after expiration of the applicable cure period, or before the expiration
of the cure period in the event of an emergency, Landlord shall have the
right, but not the obligation, to make any payment required to be paid or
discharged by Tenant under any note secured by a mortgage on the
Premises, or perform or comply with any covenant or condition imposed on
Tenant under any such note or Mortgage, or pay any such taxes or
zasessments (subject to the right of Tenant to contest the same and to
withhold the payment of the same pursuant to Section 6.04 hereof) and the
smount so paid, andfor any costs or expenses incurred by Landlord in
connection therewith, plus interest thereon at a rate of five percent
{51) per year above the prime rate then charged by the Bank of Awerica at
San Francisco, Californiz, or a successor or comparable bank, or at the
maximum rate permitted by law, whichever is lower, shall be deemed to by
Additional Rent payable by Tenant with the next succeeding instaliment of
Rent, No such payment, performance or compliance by Landlord shall
constitute a waiver of default, or of any right or remedy for default, by
Landlord, or render Landlord 1liable for any loss or damage arising
therefrom.

15.07. Availability of Remedies. The rights and remedies for
default provided to Landlord under this ARTICLE FIFTEEN shall not be
exclusive. Landlord shall have, and may exercise, any and every right
and remedy herein or by law provided in such order and manner as Landlord
may, in Landlord's sole discretion, determine.

15.08. No Waiver. WNo failure by Landlord to insist upon strict
performance of any term, covenant or condition of this Ground Lease or to
exercise any right or remedy provided herein or by law ss a consegquence
of default, and no acceptance of full or partial payment of Rent during
the continuance of any default, shal conmstitute z waiver of the default,
or Landlord's right to insist upon the strict performance of any such
term, covenant or condition, or Landlord's right to exercise any right or
remedy with respect to the default or any subsequent defaulr.

ARTICLE SIXTEEN

Damage and Destruction

16.01. Casualty. If the improvements located on the Premises or
any part thereof are damaged or destroyed due to any cauvse whether
insured or uninsured, Tenant shall, within two (2) years thereafter,
either (i) repair, restore or replace the damaged or destroyed
improvements, or (ii) cause the damaged buildings to be demolished and
the Premises to be restored to a level and clean condition free of
rubble, wreckage and debris. Any insurance or coapensation awarded or
paid by reason of such damage or destruction shall be utilized for the
purpose of repairing, restoring or replacing the damaged or destroyed
improvements or for purposes of raging and clearing the Premises. 4All
proceeds of any insurance or compensation swarded or paid by reasom of
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any damage or destruction shall be the sole property of Tenant, and
Landlord hereby assigns to Tenant any and all right, title and interest
Landlord may now or hereafter have or claim in and to any such insurance
proceeds or compensation.

16.02. Rent. Notwithstanding anything to the contrary contained
elsewhere in this ARTICLE SIXTEEN, in the event of damage or destruction
Tenant shall remain obligated to pay the Rent to be paid or discharged
under this Ground Lease until expiration of the Term.

ARTICLE SEVENTEEN

Condemnation

17.01. Total Condemnation.

(a) 1If at any time during the Term, all of the Premises is
taken or damaged for any public or quasi-public use under any statute, by
right of eminent domain, or by private purchase in lieu of eminent domain
domain, or by private purchase in lievu of eminent domain, then this
Ground Lease shall terminate. All Rent to be paid and discharged by
Tenant under this Ground Lease shall be prorated as of the date title
vests in the condemnor.

(b) 1If, after the execution of this Lease and prior to the
expiration of the term hereof, any public or private authority shall,
under the power of eminent domain, make a taking, or Landlord shall
convey to said authority in lieu of such taking, and if as a result of
such taking or sale in lieu of such taking:

(i) the area remaining within the Premises is insufficient
for the conduct of the usual business operations being conducted by
Tenant or by its subtenants upon the Premises at the time of such taking;
or

(ii) there remains insufficient parking or common area to
permit free vehicular and pedestrian access between the Premises and the
adjacent public streets or between the buildings and improvements
constructed upon the Premises and all remaining parts of the parking and
common areas; Or

(iii) the remaining portion of the Premises shall not be
sufficient in size to permit the construction and/or operation of a
building thereon in an economically feasible basis as contemplated under
the provisions of this Lease;

then Tenant may, at its election, terminate this Lease by giving Landlord
notice of the exercise of Tenant's election within thirty (30) days after
Tenant shall receive notice of such taking. In the event of termination
by Tenant under the provisions of this Section, this Lease and the term
hereof shall cease and terminate as of a date not less than thirty (30)
nor more than ninety (90) days after the date of Tenant's notice to
Landlord of its election to terminate this Lease, and Annual Rent and
other charges payable by Tenant to Landlord hereunder shall be
apportioned between Landlord and Tenant as of the date of termination of
this Lease.

17.02 Award. The award in condemnation or sales proceeds, 1less
all expenses incurred in connection with the eminent domain proceedings
or private sale in lieu of eminent domain, shall be paid to Landlord, as
trustee, for the account of Llandlord and Tenant, as their respective
interests may appear. The priority and manner for the distribution of
the condemnation proceeds by Landlord shall be as follows:

(a) Landlord ehall be entitled to the then fair market value,
immediately prior to such taking, of the land comprising the Premises
(exclusive of all buildings and improvements thereon) considered as
encumbered by this Lease (taking into account the renewal options
available to Tenant) and including Landlord's vreversionary interest
hereunder in the land and buildings; and
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{b) The remainder of said award or awards including, but not
limited to, any award for the value of Tenant's leasehold estate, all
buildings, improvements and site improvements, trade fixturee and
equipment, shall be paid to Tenant.

17.03. Partisl Condemnation. If at any time during the Term, a
portion of the Premiges is condemned, and this Ground Lease shall not be
terminated pursuant to the provisions of Section 17.01, this Ground lLease
shall terminate as to the portion taken, and all Annual Rent to be paid
or discharged by Tepant under this Ground Lease after the date title
vests in the condemmor sghall be reduced in the proportion which the
surface area of the land condemned bears to the total surface area of the
land constituting the Premises immediately prior to the condemnation.
The award for partial condemnation applicable to that portion of the
Premises shall be paid te landlord, as trustee, for the Account of
Landlord and Tenant and/or any Mortgagee of Tenant, as their respective
interests way asppear. Landlord shall apportion the proceeds between
Landlord on the one hand, and Tenant or Tenant's Mortgagee on the other
hand, pursuant to the provisions of Section 17.02; provided, however,
that Landlord's portion of the award for partial condemnation shall be
determined with respect to the condemned portion of the Premises, only.
In such event, Tenant shall restore the Premises and the improvements
located thereon as nearly as possible to the condition immediately prior
to the condemnation.

ARTICLE EIGHTEEN

Surrender of the Premises

18.01, Surrender in Good Condition and Repair. Upon the expiration
or earlier termination of this Ground Legse for any reason whatsoever
(other than scquisition of title by Tenant or loss of title by reason of
condemnation), Tenant shall surrender the Premises to Landlord with all
improvements thereon in good order, condition and repair, {(except for
reasonable wear and tear or as otherwigse provided herein) or with the
Premises in a level and clean condition with all improvements and debris
removed. All property that Tenant surrenders shall become Landlord's
property & termination of this Ground lease. Title to all furniture and
perscnal property of Tenant located in or upon the Premises or in or upon
any buildings or improvements thereon shall remain in Tenant, and upon
the expirstion or earlier termination of this Ground lease the same may,
and upon the demand of Landlord shall, be removed and any resultant
damage to the Premises shall be repaired by and at the expense of Tenant.

ARTICLE NINETEEN

Szle Or Transfer of Premises

19.01. Effect On lease. Landlord shall promptly notify Tenant in
writing of any sale or transfer of the Premises or any assignment of the
Landlord's interest in this Lease, giving the name and address of the
assignee or new owner, as the case may be, and instructions regarding the
payment of rent. In the event of any transfer or assignment ¢f the
Landlord's interest in this Lease or any change in, or transfer of, title
in and to the Premises or any part thereof, whether voluntary or
involuntary, or by act of Landlord or by operation of law, Tenant shall
be under no obligation to pay rents or other charges payable by Tenant to
Landlord hereunder, thereafter accruing, until Tenant shall have been
notified in writing of such transfer, assigmment or change in title and
given satisfactory proof thereof, and the withholding of rents or other
charges payable by Tenant to Landlord hereunder, in the meantime shall
not be deemed a default upon the part of the Temant. If Landlord sells
or transfers all or any portion of 1its estate in the Premises, on
congummation of the gale or transfer Landlord shall be released from any
liability thereafter accruing under this Ground Lease. Any succesgor in
interest to landlord shall take Landlord‘'s estate im the Premises subject
to each and every one of the conditions set forth in Section 11.01 of
this Ground Leaas. Landlord may transfer the balance of the Security
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Deposit and prepaid Rent, if any, then held by Landlord to its successor
and, on such transfer, Landlord shall be discharged from any further
liability with respect thereto,

ARTICLE TWENTY
Migcellaneous

20,01, Wotices. All notices, demands and requests required or
permitted under this Ground Lease shall be in writing and shall be either
personally delivered or sent by United States registered or certified
mail, postage prepaid, addressed as follows:

TO LANDLORD: General Manager and Chief Engineer
San Francisco Water Department
425 Mason Street
8an Francisco, California 94101

TO TENANT: ¢/o Orchard Supply Hardware
1555 S. Seventh St.
San Jose, California 95112
Att: Director of Real Estate

With a copy to:

W. R. Grace & Co.

1114 Avenue of the Americas

New York, New York 10036

Att: Senior Vice President, Real Estate -
Retail Group

TO MORTGAGEE: At the most recent address furnished to
Landlord in writing by Tenant or the Mortgagee.

Notices, demands and requests given to Landlord, Tenant or any
Mortgagee in the manner aforesaid shall be deemed to have been received
for all purposes hereunder upon personal delivery or forty-eight (48)
hours after deposit in any post office or branch post office regularly
maintained by the United States Govermment. Landlord, Temant and any
Mortgagee shall have the right to change the address for receipt of
notice by a notice given as aforesaid; provided, however, that during the
Term Tenant shall continuously maintain in the County of San Mateo or the
City and County of San Francisco an office for recept of notice hereunder
and service of process in any action arising under this Ground Lease or
related to the Premises.

20.02. Severability of Provisions. If any term or provision of
this Ground Lease, or the application thereof to any person or
circumstance, shall be invalid or unenforceable, the remainder of this
Ground Lease, or the application of such term or provision to persons or
circumstances other than those as to which it ig invalid or
unenforceable, shall not be affected thereby.

20.03. Entire Agreement. This Ground Lease constitutes the entire
agreement and understanding between the parties with respect to its
subject matter and the Premises. There are 0o other agreements,
understandings, representations or warranties, either written or oral,
with respect thereto. This Ground Lease shall not be modified or amended
except by a subsequent writing executed by the parties.

20.04. Approvals and Consents. Whenever any provision of this
Ground Lease requires an approval or consent to be given by one of the
parties hereto, such approval or consent shall not be unreasonably
withheld unless provision to the contrary is expressly made herein. In
the case of Landlord, Tenant acknowledges that certain approvals required
to be provided hereunder shall require action by the Board of Supervisors
of the City and County of San Francisco.
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20.05. Headings. The headings of the Articles and Sectioms of this
Ground Lease are for convenience or reference only and are not a part of
this Lease.

20.06. HNumber and Gender. Whenever the context requires, the
singular number shall include the plural, the plural the singular, and
the use of any gender shall include all genders.

20.07. Short Form Lease. Upon the Commencement Date {(or earlier if
required to accommodate Tenant's fiancing as contemplated herein),
Landlord and Tenant shall execute a Short Form Ground Lease substantially
in the form attached hereto as Exhibit E and cause the original thereof
to be recorded in the Official Records.

20.08. Successors. Subject to the provisions of this Ground Lease
on assignment, each and all of the terms, covenants and conditions of
this Ground Lease shall be binding on and inure to the benefit of the
heirs, successors, executors, administrators, assigns and personal
repregentatives of the respective parties.

20.09. Commission. Landlord and Tenant represent and warrant to
the other that it has not had any contact with a third person which could
result in any claim sgainst the other for a broker's finder's or similar
fee or commission in connection with this Ground Lease; and each of
Landlord and Tenant shall indemnify and defend the other against, and
hold it harmless from, any claim for a broker's finder's or similar fee
or commission arising out of its contacts with any third person in
connection with this Ground Lease.

20.10. Non-Discriminatory Employment Practices. The provisions of
Chapters 12B and 12C of the San Francisco Administrative Code relating to
nou-discriminatory employment practices are incorporated herein by
reference and made a part of this Ground Lease as though fully set forth
at length herein, the provisions thereof currently in force being
attached hereto, marked Exhibit F and incorporated herein by reference
thereto.

20,11. No Conflict of Interest. Landlord shall not, and shall not
be required to, pay any money or provide any other consideration of any
kind whatsoever or employ, contract with or sublease to or with any
person or entity if such payment of wmoney or provision of other
consideration would violate or have a reasonable likelihood of violating
any law, statute, directive, regulation, decision or opinion now or
hereafter enacted or promulgated by landlord, the City and County of San
Francisco, the State of California, or any governmental, public or
judicial body, agency or department relating in any manner to conflict of
interest or if such payment or provision of consideration is to an entity
which has discretionary authority or power of any kind over the
development, use, or occupancy of the Premises or any part thereof or
with respect to the enforcement or interpretatiom of this Ground Lease.

20.12. Waiver of Future Right to Acquire landlord's Fee. Tenant
acknowledges that Landlord has elected to enter into this Ground Lease
rather than to convey its fee estate in the Premises in order to retain
its fee estate in the Premises for the benefit of Landlord, and for the
benefit, health, safety and welfare of the residents of the City and
County of San Francisco including, without limitation thereto, in order
to be in a position to meet the needs of future generations. In
consideration for Landlord's willingness, and in order to induce
Landlord, to enter into this Ground Lease, Tenant hereby irrevocably
waives any and all rights it might otherwise have under any law
hereinafter enacted by the federal, state or city governments which would
otherwise entitle Tenant to acquire, or succeed to, Landlord's fee estate
in the Premigses or reversionary interest in the Premises. Tenant
acknowledges that Tenant's attempt to exercise any such right would
constitute a material failure of the consideration for which Landlord has
entered into this Ground Lease.

20,13. Time. Time is of the essence of each and every provision of
this Ground lease.

- 34 -



20.14. Exhibits. The following exhibits are attached hereto and
incorporated herein by this reference:

EXRIBIT A~1: Description of the Premises

EXHIBIT A-2: Description of Ingress & Egress Easement
EXHIBIT A-3: Survey

EXHIBIT B: Parking Facilities and Miscellaneous Site Work
EXHIBIT C: Exceptions to Title

EXHIBIT D: Percentage Rent Schedule

EXHIBIT E: Short Form Ground Lease

EXHIBIT F: Non-Discrimination Provisions

20.15 Quiet Enjoyment. Landlord covenants and agrees with Tenant that
upon Tenant observing and performing all of the terms, covenants and
conditions on Tenant’s part to be observed and performed hereunder,
Tenant may peaceably and quietly have, hold, occupy and enjoy the Demised
Premises without hindrance or molestation from Landlord or any other
persons lawfully claiming by, through or under Landlord.

20.16 Force Majeure. In the event that Tenant shall be delayed or
hindered in or prevented from the performance of any act other than
Tenant's obligation to make payments of rent, additional rent, and other
charges required hereunder, by reason of strikes, lockouts, wunavail-
ability of materials, failure of power, restrictive governmental laws or
regulations, riots, insurrections, the act, failure to act, or default of
Landlord, war or other reason beyond its control, then performance of
such act shall be excused for the period of the delay and the period for
the performance of such act shall be extended for a period equivalent to
the period of such delay. Notwithstanding the foregoing, lack of funds
shall not be deemed to be a cause beyond control of Tenant.

20.17 Waiver of Landlord's Lien. Landlord shall not have, and
hereby expressly waives any lien granted to Landlord, whether statutory
or otherwise, in Tenant's personal property, fixtures, inventory, or
stock-in-trade on the Premises for nonpayment of rent, default by Tenant,
or any other reason whatsover.

IN WITNESS WHEREOF, the parties hereto have set their
hands and seals the day and year first above written.

APPROVED AS TO FORM: "Landlord"
GEORGE AGNOST CITY AND UNTY OF SAN FRANCISCO
City Attorney By Pub ities Commission

By gé gég!aﬂ tz&‘r By
McMORRIS M. DOW RUDOLF NOTHENBERG

Utilities General Counsel General Manager of Public
Utilities

Authorized by Public
Utilities Commi%$ion

Resoluti No. 3'0 l/fj’
sdovted_Munsalic T 793
Actest:‘ékﬂw O .

Romaine S. Boldridge

Secretary
"Tenant"
GRACE RETAIL CORPORATION
(SEAL)
Attest:
By ﬁ.&«a/‘, /@% By éZ&M/
Assistant Secretary Edward H. Tutun
President
LEGAL
- 35 -
RE



EXHIBIT A-1

DESCRIPTION OF PREMISES

A11 of that real property situate in the City of Millbrae, Cmmty of San
Hateo, State of California, described as follows:

Beginning at 8 point distant RNorth 39°14° West, 50.08 feet from the
intergection of the boundary line between the C.M.P. Coleman 175.20 acre
tract and the Custodio Silva 168 acre tract and said point being distant
South 53°46' West, 51.63 feet from the westerly line of the lands of
Southern Pacific Railroad Company. Thence North 39°14' West a distance
of 255.56 feet; Thence South 53°46' West a distance of 292.25 feet;
Thence North 34°52'535" West a distance of 75.02 feet; Thence South 53°46'
West 428.24 feet, more or less, to the northerly line of El Camino Real;
Thence along said northerly line south 46°53' East a distance of 336.00
feet; Thence leaving said northerly line and rumning parallel to and
distant 50 feet measured at right angles northwesterly from said line
between C.M.P. Coleman 175.20 acre tract and said Custodio Silva 168 acre
tract, North 53°46' East a distance of 670,00 feet, more or less to the
POINT OF BEGINNING.

Containing 4.7505 acres of land, more or less,
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EXHIBIT A~2

DESCRIPTION OF IRGRESS & EGRESS EASEMENT

411 that certain real property situate in the City of Millbrae, County of
San Mateo, State of California, described as follows:

Commencing at the northwest corner of the Lands of the City and County of

San Francisco leazsed to Orchard Supply Hardware in the City of Millbrae,
County of San Mateo, State of California and proceeding along the northerly
line of said lands North 53°46° East a distance of 79 feet to the TRUE POIRT
OF BEGINKING: thence continuing along said northerly line Korth 53°46' East,

a distance of 42 feet; thence North 36°14' West a distance of 2.0 feet; thence
along & curve to the right with a radius of 4 feet from a tangent.bearing of
South 33°46' West, through a central angle of 90% for g distance of 6.28 feet;
thence North 36°14' West a distance of 9.46 feet; thence along a2 curve to the
right with a radius of 6 feet, through a central angle of 102°12°05" for a
distance of 10.70 feet to a point of reverse curve; thence along a curve to
the left with a radius of 147.0 feet, through a central angle of 6°59'46",

& distance of 17.95 feet; thence North 36°14' West a distance of 27.14 feet;
thence azlong a curve to the right with a radius of 120.0 feet, from a radial
bearing of North 29°51°'09" West, through a central angle of 35°44'37" for a
distance of 74.86 feet, to a point of reverse curve; thence along a curve to
the left with a radius of 213.0 feet, through a central angle of 30°07'30", a
distance of 111.59 feet, to a point on the northerly line of El Camino Real;
thence along sajid northerly line South 46°53' East a distance of 64.45 feet;
thence along a curve to the right with a radius of 18.0 feet, from a radisl .
bearing of South 73°15°36" East, through a central angle of 23°01'43" for a
distance of 7.23 feet; thence North 38°46'07" East a distance of 10.77 feet:
thence along a curve to the right with a radius of 43.00 feet, through a central
angle of 45°10'01%, for a distance of 33.90 feet; thence North B84°56'08" East
a distance of 31.45 feet; thence along a curve to the right with a radius of
38.0 feet through a central angle of 58°49'52" for a distance of 39.02 feet;
thence South 36°14' East, a distance of 9.0 feet; thence along a curve to the
right with a radius of 4 feet through a central angle of 90°, for a distance
of 6.28 feer; thence South 36°14' East a distance of 2.0 feet to the TRUE
POINT OF BEGINNING.

Containing 0.1643 acres of land, more or less.
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EXRIBIT A-3

SURVEY
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PUBLIC UTILITIES COMMISSION

CITY AHD COUNTY OF 8AN FRANCISCO

RESOLUTION I’~40:83.‘."(£cz 8‘3

WHERBAS, the San Francigco Water Department owns
approximately 4,752 acres of land at 950 El Camino Real in
Millbrae, California, which is exceds to the Watar Department's .
prastﬁt neaede, and

WHERBAS, purauvant to the terms and conditions of Commisaion
Resolution Ho. 82~310, adopted July 27, 1982, the Water
Department published an invitation for sealed bids for the
purpose of awarding a ground lease of said premisea for thirty
(30) years for commercial use and on other terws and conditions
provided for in the proposed lease; and

WHBREAS, sealed bids were received by the Water Department

from Orchard Supply Hardware, Lucky Stores, Inc., and KTW/Cg&H,

which bids included the following minimum annual lesase rentals:

B

e
—

R

Qrchard Supply Hardware $150,000
Lucky Stoces, Inc. $144,000
ETH/Cell $136,000 i

and -

WHEREAS, the values of the thgee bids and the v
gqualifications of all three bidders have been considered by
Commission in order to determine the successful biddec; now,
thecrefore, be it

RESOLVED, that this Coummission hereby awards to Otcﬁard
Supply Hardware, as the highest, responsible, qualified bidder, a
ground lease for commercial use of approximately 4.752 acres of
land at 950 El Camino Real, Millbrae, California, copies of which

leagse are on file with the Water Department, for the term of
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PUBLIC UTILITIES COMMISSION

CITY AND CQUNTY OF BAN FRANCISCO

RESOLUTION No...

thirty {30} years and at the aminimum rent and c¢varage and on the
other terms and conditlions contained in said lease, subject to
confirmation by the éity‘a Board ot'Superviso:a: and be it
FURTHER RBSOLVED, that City's Boarxd of Supervisvurs be
tequeated to approve, by ordinance, award of said ground lease;
and be it
PURTHER RESOLVED, that upon approval by the Board of

Supervisors, the General Manager of Public Utilities is hereby

authorized and directed to execute said lease.

3083C

‘i Mhve B cl vl

I hereby certify that the foregoing resolution was adopted by the Public Utilities Cammission

" at its mesting of NUVEMBER 8 3983

o U Bty

Secmtary, Public Utilities Commission




EXHIBIT C

EXCEPTIORS TO TITLE

1. General and Special Taxes for the fiscal year 1983-84%, now =
lien, not yet ascertainable.

2. General and Special Taxes for the fiscal year 1982-83,
First Installment $34.95 PAID
Second Installment $34.95
Code Area 14-1 4,P, {093 220 01

3. EASEMENT AND RIGHT OF WAY for underground wires, cables and
other electrical conductors as disclosed by San Francisco Water
Department Drawing No. B-4051 dated May 2, 1978,

Affects the Northeasterly 6 feet.

NOTE: 1In connection with the above there is an existing unrecorded use
permit in favor of The Pacific Telephone and Telepgraph Company.

4, UNDERCROUND CONSTRUCTION AGREEMENT by and

Between : Pacific Telephone and Telegraph Company, a corporation
and : The Lowrie Paving Company, Inc.
Dated : October 25, 1957

Recorded :  October 30, 1957
Document No: 93947-P, Official Records of San Mateo County, California

5.  EXISTING telephone line, retaining wall, 54 inch crystal

springs pipeline, 24 inch water line and meter box 2ll as disciosed by
San Francisco Water Department Drawing No. B-4051, dated May 2, 1978,
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EXHIBIT D

PERCENTACE RERT SCHEDULE

Tenant agrees to pay to Landlord as "Percentage Rental," an
amount equal to one and one-quarter (1-1/4%Z) percent of Gross Revenues
(as hereinafter defined) made in, on or from the Premises during each
" Lease Year in excess of the First Gross Sales Base up to an amount equal
to the Second Gross Sales Base; one (11) percent of Gross Revenues made,
in, on or from the Premises during each Lease Year in excess of the
Second Gross Sales Base up to an amount equal to the Third Gross Sales
Bage; and ome half (1/Z) percent of Gross Revenues made, in on or from
the Premises during each Lease Year in excess of the Third Gross Sales
Base, For purposes hereof, the term "First Gross Sales Base" for each
Lease Year shall be deemed to mean the smount equal to the Annusl Rent
applicable to such Lease Year, divided by the number ".0125"; the "Second
Gross Sales Base" for each Lease Year shall be deemed to mean the amount
equal to the sum of the First Gross Sales Base applicable to such Lease
Year plus $5,000,000; and the "Third Gross Sales Base" shall be deemed to
mean the amount equal to the sum of the Second Gross Sales Base
applicable to such Lease Year plus $5,000,000.

Example:

If the Annual Rent applicsble to such Lease Year is $150,000,
then Tenant shall pay as Percentage Rental hereunder an amount
equal to one and one-quarter (1-1/4%) percent of Gross Revenues
made in, on or from the Premises during such Lease Year in
excess of $12,000,000 up to $17,000,000 of such Gross Revenues;
one (1Z) percent of Gross Revenues made in, on or from the
Premises during such Lease Year in excess of $17,000,000 up to
$22,000,000 of such Gross Revenues; and one-half (1/Z¢) percent
of Gross Revenues made in, on or from the Premises during such
Lease Year in excess of $22,000,000.

For the purpose of determining the Percentage Rental to be paid
hereunder, "Gross Revenues" shall mean the total receipts from all
merchandise and services sold or rendered in the Premises by Tenant,
whether at retail or wholesale, whether for cash or on a charge, credit
or time basis {(without reserve or deduction for inability or failure to
collect) less the selling price of any goods returned by any customer (to
the extent that the selling price of any such returned goods has been
included in Gross Revenues) and less that part of the sales price of
merchandise which is paid for by the trading in of other merchandise of
the customer (although the proceeds from the subsequent sale of such
trade-in merchandise shall be included in Gross Revenues hereunder) and
further expressly excluding the following:

1. Sales at a discount to employees of Tenant, revenues derived from
service charges made for credit transactions, sums received as
charges for delivery to customers for products sold from the
Premises by Tenant, sales from vending machines, all sums received
from the sale of tickets of admission to theatrical, circus, church
and sports events (but including all commissions and fees paid to
Tenant in connection with the sale of such tickets);

2. All gums representing so-called sales taxes collected directly
from customers, based upon present and future laws of the State or
local government and collected by Tenant in the operation of its
business on the Premises, and any other tax, excise or duty which is
levied or assessed against Tenant for any Federal, State, Municipal
or local authority based on sales of specific merchandise sold on or
from the Premises, whether or not the amount thereof is passed on
to, or collected by, Tenant from any purchaser thereof;

_[‘1_



3. The transfer of merchandise by Tenant, or a subsidiary of Tenant,
from the Premises to another gtore or & place of business owned or
operated by Tepant, or a subsidiary of Tenant shall not constitute a
sale;

L. Proceeds from the sale of gift certificates or like vouchers,
provided, however, that when any such certificates or vouchers are
redeemed for merchandise at the Premises (whether said certificates
"or vouchere were initially sold by Tenant at the Premises or by
Tenant at another location), then the retail price of the goods
allocable to such redemption shall be included in Gross Revenues;

5. Donations or sales at discount of wmerchandise to nonprofit
charitable and zeligiocus institutions;

6. Service charges, finance <charges, interest and discounts
attributable to “charge accounts' and eredit cards to the extent the
same are paid to Tenant by customers of Tenant, or to the extent the
same are paid for by Tenant to, or charged to Tenant by, credit card
companies; and

7. Charges for labor performed by independent contractors outgide of’
the Premises and arranged by Tenant's 'Home Improvement” and
"Decorations’ Department, but including the receipts from the sale of
wmerchandige from the Premises in connection therewith.
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EXHIBIT E

SHORT FORM GROUND LEASE

HNE:gz
3/17/83

Recording Requested By
and When Recorded Return Teo:

e WD W GEm e e W WO AN AR Mh W G D D GG M D WR Gk M0 GD OB G G % e

250 EL CAMINO REAL
HMILLBRAE, CALIFORNIA

SBORT FORM OF -
GROUND LEASE

Thie GROUND LEASE is made this day of

., k983, by and between the CITY AND COUNTY
OF SAN FRANCISCO, a municipal corporatien, acting through
its Public Utilities Commisesion (the “Commiseion®) (“Land-
lord®y, and

{*Tenant®},

RECITALS:

This Cround Lease iz made and entered on the basis

of the following facts, understandings and intentions of the

parties:

&A. Landlord is the owner of ail that certain real

property ("the Premises®} situated in the City of Millbrae,
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County of San Mateo, State of Cezlifornia, particulerly
described in Exhibit A hereto.

B. Tenant desires ¢o hire the Premises from
Landlord in "es is” condition and to have the right to erect
new improvements thereon.

C. Landloxd is willing ¢to lease the Premises to
Tenant and to grant Tenant the right to esrsct thereson new
improvements [subject te, and im accordance with, all applic-
abla lavs and regulations and the provieions of this Ground
Laase, ]; provided that Tsnant at its own cost end expense
remove, rslocates or reconstruct on adjecent real property of
Landlord certain parking facilities located en the Premises,
{deofined in Section 2.07 below), 2ll in accordance with
written plans and lpecitié;tionn of Landlord and in & manner
satisfactory to L.ﬁdlord.

D. Tenant is willing 2o remove, rslocats or
reconstruct on adjacent real p:opctf} of Landlord seaid
parking facilities and improvements as required by Landlord
pursuant to Section 2.07 bealow.

HOW, THEREFORE, in consideration of the mutual
covenants and promigses herein contained, Landlord leases
to Tenant and Tenant hires froa pnndlord the Premiees upon
the terms and conditions set forth im that certain Ground
Lease bBearing even date herevith all of which ie incorpo-

rated herein by referencs, for a2 term of forty (40) years
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from the Commencement Date of s With

Tenant having the right to extend the Term for an additional

period of ten (10) vears subject te all the terms,. covenants
and conditions conteined in the Ground Leass.
IN WITHNESS WHEREQOF, the parties hereto heve exe-

cuted this Short Form of Ground Lease the day and year first

above written.

APPROVED AS TO PORM: “handlord® -

" GEORGE ARGNOST CITY AND COUNTY OF SAN FRANCISCO
City Attorney By Public Utilities Commigsion
BY By I

MceMORRIS M. DOW RUDOLF ROTHENBERG

Ugtilities Ganersl Counsel Ceneral Manager of Public Utilities

Authorized by Public “Tenant®
yYtilities Commizsion
Resoclution No.

Adopted

Attest: By
Romaine S. Boldridge its
Secretary
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EXRIBIT ¥

RON-DISCRIMINATIOR PROVISIONS

CHAPTER 13C OF THE Sa¥ TRANCISCO ADMIKISTRATIVE CODR

AMENDIEG THE SAW PRANCISCO ADMINISTRATIVE COOE 8Y ADDING CHAPTER 13C THERETD, FRO-
HEIBLTING OLSCRINIHATION IN REAL PROFERIY CONTRACTS ON THE GROUND OR BECAUSE OF RACE,
COLDR, CREED, HATIOHAL ORIGIM, AMCESYRY, ACE, SEX, SEQIAL ORIEMTATION OB DISABILITY.

Be L% prdeined by tha Pacple of the £ity snd County of San Franciuco:

Section 1, Chapter 1IC ia addad €0 the San Fraocieco Adsinistystive Code to reed
ae followe:

CHAPTER 120

HOMDISCRIMIKATION 1 PROPERYY CONIRACYS

Sk, 12€.1. Al} Proparey Contracts to Include Mondigerimination Provisloss.

a1} contrstiiag sgencles of the Clcy asd County of San Francisco. or eay depsrt—
pent theresi, scting for or ao buhalf of ¢ha Ciey end County, shall faclude ta atl
contracts, Pranchiszs, faesss, concesaléns or ocher sgreemests iavolving the leads,
vental, or other uss of resl property and improvesents thersou of the City aud Cowsty of
San Francisco, (or a period sxceeding twanty-ulss (23) days An auy celesdar yesr, vhethsr
by wiaguler of cusulative ilnstrument, & proviaicp obligatiny tha contractor, franchises,
lewuee, concesaionatre, of ather party of nald agresmase wol to discriminats on the
ground or becsuae of race, color, creed, mstlonsl origia, suceviry, »ge, sax, mexual
arlentation or disability sgafnst any person sweklog scrommcdatiocns, edvantages, faci-
liciza, privileges, Pervices, Or membarahip 1v 41) busicwss, soclal, or othar ssteblish-
ment» of organipafions, oparatiog from or mading buwe of Aatd resl property, and shall
vaquire guch contractor, ftanchisse, lessem, or cooceaeiovelre to Jocluds & atmtler
provieton in slb subcooiracts, subleasag, of othar sudsrdinste agreanents for & period
axceading twanty-otos (29) days In auy calendar yesr, vhethes by singular or cumulative
tostrussnt, lat, swerded, negotiacad ar satersd into thorsunder.

sec. 12c.2. Pafinicions.

As usad in this chapter tha teva:

“age" for the purposs of mseberehip vefers to aud whall include any parson who has
stteined che age of eighteen (18) yuers, emcupt for bous fide aenior citized organira~
tions.

“Coatract” shall weas aend ioclude o0 egfeemant to oparste from or make vea nf real
proparty ef the C{iy end County of San Francisce fu the operation of @ busainses, socisl,
o¢ other eetablisharct or orgaaitetion,

Moaniractor™ weats any paraca or perecos, fise, partnerehip, corporstion, or combi-~
oation thereof, who mnterd {nte & contratl 1o opernte from or aske upe of real proparty
of the City and Tounty of Saa Franctero in the operetios of & businavs, sectal, or other
eotublisheent ov srgandzacian.

“Subcontract” ahall mron snd fuclude an sgreenent or confract under or subordinats
20 o prime costract, Iranchias, lease, or toncesalon ¢o oparste from or make uwpe of resl
prapesty of the ity asd County of San Franciseo i the operstion of & busicess, social
or othax establishment or organication. .

“toncession® Includsa a granc sf land ot other property by or on behslf aof tha City
and Couoty of San Frencleco to o pureon for the purpsee or use spacifiled in aeid grent,

“Concesalonaire” whall meas and incleds a parson who ia the grantee Or beneficiasry
of & concdsnion a8 betyts definwd.

“Frepchise' shall sesv sxd fmclude & right or privilage confarrad by grant from the
City and County of %an Pranciacn, or any conisscting agmeey thetmol, and vasted in xnd
authorialeg & paraon o conducd such business, social, or oihsr aciivity 2 is specifind
£m sald grant.

“Franchises™ shs)l sean sud ioclude e parsoe who fo the grantes or butefictery of a
fraschise &2 hersio defiped.

“jnatrument™ ahall sean and foclude a contract, Franchise, lease, coscessios or other
sgTesmIBL to Cperaty Ivow or make wsw of veal proparty of the City and Cousty of Sen
Francieco to thw eperation of & buninese, soclal or other esteblishwent or organirecion.

"Lanse” obsll wean end fnclude a ctontrack by which the City and County of Sen -
Francisco, oF any cosfracting dgsney thevsof, grante (o o persen the tempotary posseasion
and use of praperiy, for veawsrd, sod the latter sgrees Lo raturs the sEme Yo tha formar
at o future tise.

“Leases” ahall wean 3nd fncluds o paxeon of tenait taklng powesseion of vsal proparty
weday § lesny 35 bavein provided.

“sublesse”’ shall sesn snd tactude a lesss by vhich & lesnen or tenant grants
or Istn ip apotber person pstt of wll of the lessed raal propucty (or » shorter term
and ynder wvhich vald lesses of tenant reteliss powe right or ftucaranf onder the
eriginel leace.

“Real Feopercy” shall wesan and nciude lucd 1p vhich the Clty and County of
Sap Feanclscs holde a legal foterest sud isprovesents to ssld real propacty,

“Sex™ shall mean the chavacter of helng male or femsle.

“Sexual Orteatstion” shall wmeao the choice of bumso adalt sexus! partoer ascording
o gendes.

“Disability” 1a a physafcal or ®untel iepairamnt shich dees not meke the gaveon
lucapable of making uae of che accommodstions, sdvantages, (acilities, privileges,
weryicas ar meshership in business, social or other eetshlishments oF organtiaftons
wvith & reasonsbls accomendation to hia or her disabilicy, and doms not wake the peraon
incepable of making such uss fn § wanuar which would not eadanger tite or her baaleh and
cafety or the heaslih snd satery of others,

*Tensnt™ gxall waan the persun or pevsons, fire, partnarship, corporation ar rowbi-
vation thersa! who water into e cooirsace, Ffr leass, 2y other agrae~
meot towvolviag the lress, vestsl or athar uss of real proparty aod improvessnts tharean
of the City sod County ef Nan Pranciscs.

SEC, 12€.3, Yondiscriminatios Prowiatons of Yraperey Contracis,

Lvary tontract, f Lien, leass, oy othar sycesment enterad fnto by any
sgency of the City and County of Ban Frasctfeco, of sny dapartwanst thersof, iowolviog
the lsase, rentsl, or other use of Eesl property snd improvewents thiveso af the City
and Caunty of fan Francisco lor u pariod wrcssding twanty-sise (2%} days In any calsndar
yesr, vhether by slegulay or commlative lastrueant, shall cencain the provisieos
following, which shall be hoous ax the poodiscrimtostios previstons of such property
contract.

In the parformance of this comtract, the tenant egrees as folluvs:

(a2} The tevast or subtensnt will oot dfwcriminste agsinet any pexeon sedklog aciomms-
dations, adveatsgas, factilizies, privileges, servicen, or membarabip {n tha businass,
social or other establishment or orgenitacion operatad by tbe tensnt or subtanant oo the
tas} property of the City and Coumty of San Prancisco, on Lhe ground or becausa of race,
color, crsed, national origin, ancestry, sge, sax, sexual orisotatfon, ox disadilicy.

(b} Should the tenant or subrenant operste &% o maxbership organiszetion, the temant
will permit sccass to his eembarship records, rules, regulations sed other gurcinant
dats, by the avarding suthority, or the San Frascisco Buman Eights Commisason, for tha
purpose of jnvestigating to sscartain compliance with tha nondiscrimination provieions
of thia contract, and an Tequuat provide avidence that has or will cowply with the pon-
discrimloation provisions of this conteace.

(¢} That tenaat tr subtensnt whall bs deemed to hsve breached tha soodiscrimination
provisions of thia congract wpoe:

{1) & finding by cthe Director of the San Fraucisco Human Rights Couaiaglos or
such othiar of£1c1al who may be designated by the Humae Rights ComeSeniosn, Ehat
tenant has wilfully violsted such sondiscriainstion provistens,

(2)  Upon such finding by tbe Director of the Yusan Rights Commismaton, or other
oft{cial designsted by tha Musan Kights Cosmizsion, The svarding avthorivy whall
vot{fy tensnt, or mubtensnt that unless hs dewonstzatea to tha sattefscsion of the
Director of the San Prancisco Kuman Rights Comminstas oy ether officisl denignated
by the Human Rights Covmiesion within such russousbla parfod se the duman Righee
Commizelon shall determine, that the viclssion hes bsen corrsctad, action will be
taken as sat forth tn subpurugraph {d).

(3) The Yuman Righte Cosmiesfon shall, within tem cays of the dats of ismusncs
of sny [isding by ths Director of the Humen Rights Comatsuion or other afffcini
desigasted Dy the Commission in the enforcemsnt of thie thapter, mafl to any person
or persons uf o by snid finding, & copy of safd findfag, togethar with writven
potfca of bi¢/right to appaal. Notice of appeal wust be filed in writing vith the
Chsirmas ofthe Comaizsion withia 20 days of tha datw of melling sufd copy and notics.

(4)  for purposes of eppsal proceedings under thia asctlon, 8 quorum shall cen-
sist of elght vembers of the Commission. The vote of tha wajority of the full
Comieston shal] be neceamary 1o affire, Yawerss or eodify such decistone, order of
other scrfon repderad harmundas. thould a sepber of the Homen Rights Coumission be
deslgaated under Sectios 125.2 {e) (1) of (bis contrace, thar coumtseloosr way moL
Participate {n an appesl undar thia esttion ezcept ak ¢ witpass,

- 46 -
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(5) Tha preetding officer of the Commission zhisll have the power to sdmiofater
osths to witcesees In appeals before the Commliscion under this esction. In the
event that any person shall fail or refuse to eppesr 88 a vitoens in any such pro-
ceeding after belng vequested to do 80, and 11 1t shall eppear to the Corafsston
that his » OF booka, or other thinge under his contrxol
are uaterial end relevent aa evidance fa the matter onder conaideration by the
Commissica in the proceseding, the presiding officer of the Cosafssion may eubpoena
such person, requiring his presence at the proceeding sod requiring him to bring
such books, records, documente or other thinge under nfe conctol.

{6) a)) sppesle to the Rumsn Righte Commission shall be opan to public
inepection. Upon resching s decision in any sppesl. the Commineton shall glve
written ootice thersof o the Ditector of the Husan Rights Cosmajssion, of other
offlcial designated by the Human Righte Cowmiesion, and the appellant or sppellents.
The decfolon of the Commission shall be final unless within 15 dsys of the filing
and service of written notice thereof appropriste lessl procaediogs sre {iled in
& court of competent jurisdiction by any perty to thls contract.

(7)) 1f any tenant or subtenant under contract to the City and County of
San Prancisco shsll fall to appesr at au appesl procseding of the Commission after
having bwen given wricten notice to sppesr, such faflure to appes ahall be grounde
for cancellstion of the contract or subcontrect wad such tenent or subtenant shall
be daemad to have forfeited all crighta, benefits and privilegee thoreunder.

{8) The Busan Rights Commission of %an Prancisco shall prowmulgete rules and
regulaclicns for the implemantstion of the condiscrisivetion provicions of thie
contract, apd euch rules end vegulstions shall, so faxr as practicsble, be similar \
to those adopted in applicable federsl executive orders.

{d) A bresch of the nondiscriminacion provisions in the parformsnce of this comtract
shell be deewsd by the City and County of San Prancleco to be & msterfsl bresch of con-
tract and basis for determination by the officer, bosrd or awarding authority responsi-.
ble for the awsrding or letting of such contrsct that the tenant or aubtensnt ie an N
ferresponsible tenant, lessee, franchises or concessionaire as to ell future contracts
for the use of real property. Such per {ire or corporation mhall not, {or a perfod
of two (1) years theveaftar, or until mn wstsblish and carry out & progras io con-
formity vith the pondiscriminetlon provislons of this contract, be alloved to act as o
tenant ot sudtenant under any cootract ioveiving the lease, rental or other use of real
property sod improvements thereon, of the City and County of San Framcieco.

(e) Bothing contained in this contract shall ba conetrued lo any amanner §o 28 to
prevent the City and County of San Francisco from pursuing any other rewedies that msy
be avetlable at law.

StC. 13C.6., Buman Righte Commissfon Eapowsred.

The San Frencieco Humsn Rights Cosmiseion, its preetdlag officer asd 1¢» dirsctor
are hereby granted the power to do all acte and exercise sil powers refecred to in
Section 12€.2 hareof,

SEC, 12€,3. Funding.

Tha Board of Supervisors shall appropriete euch funde from the gaversl fund of the
City snd County of Gan Frencisco, subject to buigetary snd fiscal provisions of the
charter, s it eoy decn y for enf of this ord .

3rC, 12C.6. Seversbility.

1t oy clavse, sentsace, paregraph oF part of thie title or the applicaticn there-
of to any person or circusstances shall, for amy reason, be edjudged by e« court of
competent jurisdiction to be favalfd, such jurisdiction shsll not affact, impsir or
invalidsts the remainder of this chepter.

Pinel Pasasage-Februsry 28, 1977
Approved by Hayor-Hasech 11, 1977
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ORDINANCE RO. /2?32“529[

{Ground Lease)

APPROVING AWARD OF GROURD LEASE BY PUBLIC UTILITIES COMMISSION

" 'FOR A TERM OF MORE THAN TEN YEARS. .

=

Be it ordained by the People of the City and County of San

Francisco:

Section 1. Award by the Public Utilities Commission on

‘ Grace Retail Corporation .
November 8 , 1983, to Qiiidrd/ Sdpbiiy /RALMAALE/, a Delaware

] ; | ) |
By | (43(@”/“4 QWQW By

corporation, as the highest, qualified bidder, of a ground lease
of 4.757 acres of Water Depa:tﬁent land in Millbrae, California,
for a term in excess of ten years and having anticipated revenue

to the City and County of San Francisco of §1 million or more, is

' hereby approved.

APPROVED AS TO FORM: RECOMMENDED:

GEQORGE AGNOST, City Attorney PUBLICAUNITLIES COMMISSION

General Manager of Public

Utilities General Counsel
’ : Dtilities

9116C s
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Passed for Second Reading : ' Read Second Time and Finally Passed - ‘

Board of Supervisors, San Francisco Bm;isl gfgs%ggsvwors, San Francisco
........................ *3?3.?.‘?.?9.3.‘4..,..... SRR
ey BRITT!

Ayes: Supervisors ~ Hongista, Kennedy, Ayes: Supervisors ~ > Hongisto, Kennedy,
Kopp, Maher, Molinari, Nelder, Renne Silver, Kopp, Maher, Molman Nelder, Renne, S:lver, ]
SALKER "'Wa!dﬂ- Ward,
%@ﬁmxx’mﬁ ......................... DY RGIIRRSER . . . . . . . ... ...
H Y PR AR R R AR BRI SRS S R R A A LR AR
............................................ Absent: Supervxsc;l. S W bR
BRiTTL WARD
............................................. I hereby certify that the foregoing ordinance was -
finally passed by the Board of Supervisors of the
ity and County of X
Clerk

.......................

..........................

Approved’
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PUBLIC UTILITIES COMMISSION

CITY AND COUNTY OF BAN FRANCIBCO

83-04283

RESOLUTION No, = 2 ~"&F

WHERBAS, the 3an Francisco Water Department owns
approximately 4.752 acres of land at 950 El Camino Real in
Millbrae, California, which is excess to tne Water Department's
presant needs, and

WHEREAB, pursuant to the terms and conditions of Commission
Ragolution No. 82-310, adopted July 27, 1982, the Water
Department published an invitation for sealed bids for the
pucrpose of awarding a ground lease of said premises for thirty
(30) years for commercial use and on other terms and conditions
provided for in the proposed lease; and

WHEREAS, sealed bids were recgeived by the Water Department

Erom Orchard Supply Hardware, Lucky Stores, Inc., and KTW/C&H,

" which bilds included the following minimum annual lease rentals:

[
Mo ve B € vol

Orchard Supply Hardware $150,000- :
Lucky 8tores, Ing. T $144,000

T ETH/CeH $136,000
and : '

WHERBAS, the values of the three bids and the '
gqualifications of all three biddera have been considered by
Conmiseion in order to determine the successful bidder; now,
therefore, be it

RESOLVED, that this Commiszion hereby awards to Orcﬁatd
Supply Hardware, as the highest, responsible, gqualified oidder, a
ground lease for commercial use of approximately 4.752 acres of
land at 950 Bl Camino Real, Milibrams, California, copies of which

leage are on file with the Water Department, for the term of



' PUBLIC UTILITIES COMMISSION

CITY AND COUNTY OF BAN FRANCISCO

RESOLUTION Ho.

ghirty {30} years and at the minimum rent and overage and on the
other tecrms and conditions contained in said lease, subject to
confirmation by the éity's Board of Supervisors; and be it

PURTHER BESOLVED, that City's Board of Supervisors be
requésted to approve, by ordinance, award of said ground lease;
and be it |

FURTHER RBSOLVED, that upon approval by the Board of
Supervisors, the General Manager of Public Utilities is hereby

authorized and directed to execute gaid lease.

2083C

¢l voil

TR MAce B

I hereby certify that the foregoing resolution was adopted by the Public Utilities Commission

at its mesting of NUVEMBER 8 1983

/&W(/ 4»@%

Secretary, Public Utilities Commission
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FILE NO éf*’f%'dw ORDINANCE NO, ”5""3'3%

{(Ground Lease}
APPROVING AWARD OF GRDUQD LEASE BY PUBLIC UTILITIES COMMISSION

FOR A TERM OF MORE THAN TEN YEARS.

Be it ordained by the People of the City and County of San

Francisco:

Section 1. Award by the Public Utilities Commission on

' Grace Retall Corporation
November 8, 1983, to QLAMIYA/ SUpPAN /RALLBYELE a Delaware

corporation, as the highest, qualified bidder, of a‘ground iease
of 4.757 acres of Water Department land in Millbxaé, California,
for a term in excess of ten years and having anticipated revenue
to the City and County of San Francisco of $1 million or wmore, is

hereby approved.

APPROVED RS TO EORM: RECOMMENDED:
GEQRGE AGNOST, City Attorney PUBLICA UL ITLIES COMMISSION
s Dl /
By / b 1 U By___\ ;
Utilities General Counsel General Manager of Pudlic

Utilities

9116C o
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SHORT FORM OF GROUND LEASE

This GROUND LEASE ie made as of this 2/[}{day of [5@33 R

1984, by and between the CITY AND COUNTY OF SAN FRANCISCO, a municipal
corporation, acting through its Public Utilities Commission (the
"Commigssion™) ("Landlord™}, and GRACE RETAIL CORPORATION, a Delaware
corporation having an office at ¢/o Orchard Supply Hardware,
1555 S. Seventh St., San Jose, California 95112 (™Penant™).
RECITALS:

Thie Ground Lesse is made and entered on the basis of the
following facts, understandings and intentions of the parties:

A, Landlord is :h%régner of all that certain real property
{"the Premises") situated inYtaé.City of Millbrae, County of San Mateo,
State of California, pé\‘t}t’.icgrlg}i?f; déettibed in Exhibit A-1 hereto and
shown on the survey attacﬁ§§ heret; as Exhibit A-3.

B. Tenant desires to lease the Premises from Landlord in “as
ig" condition and to have the right to erect new improvements thereon.

C. Landlord is willing to lease the Premises to Tenant and to

grant Tenant the right to erect thereon new improvements [subject to, and

in accordance with, &ll applicable laws and regulations and the

AN

)

provisions of this Graund Leasel. \
NOW, THEREFORE, IN CONSIDERATION of the mutual covenants and
promises herein contained, Landlord leases to Tenant, and Tenant does
hereby lease and take from Landlord, the Premises upon the terms and
conditions set forth in that certain Cround Lease bearing even date
herewith all of which are incorporated herein by reference, for a term ;f

thirty (30) years from the Commencement Date of EJ\JSQA \ \C\EE$X— s
J A

with Tenant having the right to extend the Term for two (2) additional

periods of ten (10) years each, subject to all of the terms, covenants
and conditions contained in the Ground Lease; TOGETHER WITH, and Landlord
hereby grants and demises to Tenant, 8 nonexclusive easement for the Term
of the Ground Lease and any Extended Term of the Ground lease over a
portion of that certain parcel of property owned by Landlorvd and situated

immedistely adjacent to the Premises, said easement area being more

R
54224~030284 OR%G 1 l§ /‘\L
NUMBER ...... Fromssrsnn OF
.,8 XLCUTED
COUNTERPARTS
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particularly described on Exhibit A~2 and located within the area shown
on Exhibit A-3 hereto and designated thereon as “Ingress & Egress
Eagement', for the purpose of ingress and egress by Tenant, its
subtenants, customers, employees, invitees, licensees, agents, and
contractors, in the conduct of its business, and any moter vehicles used
in the conduct of business to and from the Premises onto El Camino Real
at the signalized intersection.

IN WITNESS WHEREOF, the parties hereto have executed this Shovt

Form of Ground Lease the day and year first above written.

APPROVED AS TO FORM: "Landlord"

GEORGE AGNOST CITY COUNTY OF SAN FRANCISCO

City Attorney By PybJYic Utfilities Commission
By TL ; . By
McMORRIS M. DOW RUDOLF KOTHENBERG
Utilities General Counsel General Manager of Public
Utilities

Authorized by Public

Utilities Commisgion
Resoluti No. 3.0 f-x
Adopted 2;{1\4;% ¥V /X3

s

Attest:
Romaine S. Boldridge
Secretary
“Tenant™
GRACE RETATIL CORPORATION
(SEAL)
Attest:
By A tiiein [ By /
“Agsistant Secretary Edward H., Tutun
P ident
residen LEGA
RE )



STATE OF CALIFORNIA )

COUNTY OF )

On this J! day of YY) are . 1984, before me, the

undersigned, a Notary Public in and for said County and State, personally

appeared Rudolf Nothenberg, known to me to be the General Manager of
Public Utilities of the Publie Utilities Commission of the City and
County of San Francisco, the municipal corporation that exeeuted the
within instrument, and acknowledged to we that such municipal corporation
executed the same.

IN WITNESS WHEREQF, 1 have heresunto set my hand and affixed my

official seal the day and year first above written.

Notary §ub1ic

OFPICIAL SEAL
DONNA SMITH

NOTAAY PUBLIC .ract ORNIA
PRINCIPAL OFRICE 1y
S&N FRANCISCO - OUNTY
fdy Canirnissing Expises Uae, 6, 1988

STATE OF WEW YORK )]

COUNTY OF WEW YORK )

On this 3 z5—¢d.141y of MW«// , 1984, before me, the

undersigned, a Hotary Public in and ébr/said County and State, personally
appeared Edward H. Tutun, known to me to be the President of Grace Retail
Corporation, the carporatio\n that executed the within instrument, and
acknowledged to me that such corporation executed the same.

IN WITNESS WHEREOF, I have hereunto set my hand and sffixed my

official seal the day and year first sbove written.

CARMELA ROMALDO
Rotary Public, State of Hew York
Mo. 31-4519206 -
Qualified in New York County w a Publ
Gommission Expires March 30, 19% .



EXHIBIT A-1

DESCRIPTION OF PREMISES

411 of that real property situate in the City of Millbrae, County of Sam
Mateo, State of California, described as follows:

Beginning at a point distant North 39°14' West, 50.08 feet from the
intersection of the boundary line between the C.M.P. Coleman 175.20 acre
tract and the Custodio Silva 16B acre tract and said point being distant
South 53°46° West, 51.63 feet from the westerly line of the lands of
Southern Pacific Railroad Company. Thence North 39°14' West a2 distance
of 255.56 feet: Thence South 53°46' West a distance of 292.25 feet;
Thence Worth 34°52'55" West a distance of 75.02 feet; Thence South 53°46’
West 428.264 feet, more or less, to the northerly line of El Camino Real;
Thence along said northerly line south 46°53' East a distance of 336.00
feet; Thence leaving said northerly line and running parallel to and
distant 50 feet wmeasured at right angles northwesterly from said line
between C.M.P. Colemen 175,20 acre tract and said Custodio Silva 168 acre
tract, North 53°46' East a distance of 670.00 feet, mwore or less to the
POINT OF BEGINKING,

Containing 4.7505 acres of land, more or less.



EXHIBIT 4-2

DESCRIPTION OF INGRESS & EGRESS EASEMENT

All that certain real property situate in the City of Millbrae, Coun:y of
San Mateo, State of Californis, described as follows:

Commencing at the northwest corner of the Lands of the City and Coumty of

San Francisco leased to Orchard Supply Hardware in the City of Millbrae,
County of San Mateo, State of Californis and proceeding along the northerly
line of said lands Borth 53%46' East a distance of 79 feet to the TRUE POINT
OF BEGINKIRG: thence continuing along said northerly line Korth 53%46° East,

a distance of 42 feet; thence North 36°14' West a distance of 2.0 feet; thence
along & curve to the right with a radivs of 4 feet from a tangent bearing of
South 53°46' West, through a central angle of 90° for a distance of 6.28 feet;
thence North 36°14' West a distance of 9.46 feet; thence along a curve to the
right with a radius of § feet, through s central angle of 102°12'05" for a
distance of 10.70 feet to a point of reverse curve; thence along a curve to
the left with a radius of 147.0 feet, through a central anpgle of 6°59'46",

a distance of 17.95 feet; thence North 36°14' West a distance of 27.14 feet;
thence along a curve to the right with a radius of 120.0 feet, from & radiasl
bearing of Rorth 29°51'09" West, through a central angle of 35°44'37" for a
distance of 74.86 feet, to a point of reverse curve; thence along a curve to
the left with a radius of 213.0 feet, through a central angle of 30°07'30", a
distance of 111.59 feet, to a point on the northerly line of El Camino Resal;
thence along said northerly line Scuth 46°53° East a distance of 64.45 feet;
thence along a curve to the right with a radius of 18.0 feet, from a redial
bearing of South 73°15'36” East, through a centrel angle of 23°01'43" for a
distance of 7.23 feet; thence North 39°46'07" East a distance of 10.77 feer;
thence along a curve to the right with & redius of 43.00 feet, through a central
angle of 45°10'01", for a distance of 33.90 feet; thence North B4°S56'0B" East
a distance of 31.45 feet; thence along a curve to the right with a radius of
38.0 feet through a central angle of 58°49°52" for a distance of 39.02 feet;
thence South 36°14' East, a distance of 9.0 feet; thence along & curve to the
right with a radius of 4 feet through a central angle of 90°, for a distance
of .28 feet; thence South 36°14" East a distance of 2.0 feet to the TRUE
POINT OF BEGINNING.

Containing 0.1643 scres of land, more or less.
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_ ISCO WATER DEPAR@ENT
S LAND USE PERMIT

. GEN-1700-85
- Pureuent to sutherity granted by the Publie Utllities Commilsslon, permission s heruby granted io

-

ORCHARD SUPPLY HARIMARE

{hateinafter called “Permittee™) to socupy and utilize the following described parcel or premises owned by the City
and County of San Francisco (herelnafter called "Clty") and under jurlsdiction of the Waler Department:
Along and within Parcel- 18 of former Mmi right of way according to San Francisco
Water Department mmrdsandasshmnonSanFramiscoWaterDeparment Drawing

. C~1183 attached hereto and made a part hereof. ‘

for the purpose of. installing a 6-inch VCP sanitavy sewer and a 12-inch ACI’ storm drain
xlslgrve ::dm Supply Hardware's lease of portion of Water Department's

L

permit (s granted subfect to the following conditions: _

1. Unless otherwise specifically provided herein this permit ghall become effective whan the Public Utilities Come-
mission or ity authorized representative and the Permittee have signed It. A copy shall be furnished to Per-

- mittes,

2. This permit does not constltute & Jeans, desd or grant of an esnement, or of a fes lntevest by .City, It is not
teansferable or amsignable, and !s ravocable at any time st the option of the Publle Utliltles Commision,

3. The use wuthorized by this permit [s lmited solely to the purposes set forth hersin, and, except sk sxpressly
hetein provided, constructlon, excavetion or [nstallation of structures is not suthorized. .

4. Neither City nor any commission, board, officer, or employee thereof shall be held responsible or fieble for
damege to any property of the Permittee Installed or located on the premises coversd by this permit.

8 Permitice shall at ail times keep City's lands In good and sightly condition, 20 far as the same may be af-
fected by Permitted’s operation hereunder. ! ’

8. In the event City institutes and prevalls in eny &ction for the enforcement of any of {ts rights hereunder, Per-
mittee will pay to City such resgonable attorney’s feex a# may be daterminsd by the Court, ss part of the
costs of such action,
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notics, aiter or remove Bt kis own expense any of lils Improvements, plantings, or oihes properly to such ex-
tent pe may be required to avold interference with any of City’s plpe, power lines, or other struatures now or
hereafter to be constructed, with the maintenancs thereof, or with any other operstions or land use by Clty.
In the event Permittes falls to slfer ar remove any of his lmprovements, plantings, or othe? property within
tha time Hmit specified In asid notics, sald Improvements, plantings, or other progerty msy be removed by Clty,
the ressonnble expense of which shall be paid to Clity by Parmittse,

In the avent of any emergeney Clty may, st its sole option and without notice, slter, removs or protect at Per.
mittes’s expense, any improvements, plantings, of other property, except utility facilities owned sither by &
private company or a public agency. On notive that an emergency exists, owners of utility facilitles, at their
wamy expenss, must takie Immadiate setion to protect, remove or relocate such facllities as required to meet
the smeriency.

Permitiee shell be responsible end Bable for any and all damage to City's etructures oe property, due directly
or Indirectly io Permittee’s occupation and use of City lands pursuant to this permit, end chall promptly pay
gny fust clatm therefor. Permittee shall agsume the defense of und indemnify and save harmicss the City and
County of San Frencigeo, fts Public Utilitles Commission, officers, and employves from all elaims, foss, liens,
damage, nfury and Usbility of svery kind, neture and deseription, directly or indirectly ariaing from Permit-
tee’s occupation and uss of City Jands pursuant to this permit regardless of respongibllity for negligence.

Any gardening or landscsping shall be Umited to low growlng shrubs, grass or plintl. Planting of trees o
Dipaling or electrie line vightsof-way s expressly not permitied.

To the extent thet any specisl conditions set forth herein comfilet with or are inconsistent with the printed
conditions, the spectal conditions shall prevall,

. In the event the purpose of this permit 1s to allow Permittee to install utility faellities underground across

City’s premises, the clear distance betwesn the bottom of Permitiee's Installation snd the top of City’s existing
and proposed future water Hnes shall not be less than six inches and Permitiee's said Installation shall be placed -
&t an approximately constant grede fur the entire ¢rosaing.

In the event the purposs of this permit Iz to allow Fermittee to install utility facilities underground scross
City's premises, Parmittes ghall properly mark the alignment of the underground installation with witness
podts.

Al condittons of this permit are subject to periodle review,

Permittee's proposed installations within City's right of way shall be in
accordance with Permittee's drawing bearing City's signed approval. tThis
drawing ig attached hereto as Exhibit "A" and is hereby made a part of this
permit.,

In the event City expand facilities into the permit area in the future, Permittee
ghall remove his sewer authorized under this permit and relocate elsewhere, all

at his own expense.

Unless soconer revokad, t!ﬁ.spemitshalltemimteattheerﬁofmmittee's lease
of adjoining land.

the Permittee shall notify the Manager of the Suburban Division of the San Fran=-

-cisco Water Department, phone 697-4424, five working days prior to the date of

installation.

The removal of existing trees along and near the sewer line authorized under this
permit is required. mepenrdtteestallperfomthismﬂ:mﬁerﬂxeduectianof

the City and athis oWn expense.

The installation of facilities authorized by this permit is’ s\bject tn City 8
inspection and approval.

The City reserves the right to alter, add, and dele’ne from the work authorized or
required under this permit.

Rights grantaihereinshallbelnnitedtoareagrantadmdermispemut. Permittee
shall not use the adjacent lands of the City without prior approval of the Ganeral
Manager of the San Francisco Water Department.

Permittee shall not accept and mlease his Contractor for the work authorized or
required by this permit before securing the approval of the City. :

Permittes shall install markers identifying location of their undergrownd facilities
constructed under this permit. Markers and identifying information thereg\ spall be

approved by the City.

Upon canpletion of. installation permitted hereunder, Permittee shall remove all
debris and excess dirt and restore the right of way to their original condition
to the satisfaction of the General Manager of the San Francisco Water Department.

The City shall not be taxed or agssessed for the inprovements permitted hereunder.

89402



Popmittee cgrues to salintein'in foree during ihe eriztence of thie permik, and st Hte eosl saé
sxpence, ooEprensnslive genReTs) lisbiliey 1azuerance, insludiag ecuiomoblile and products Lispility
Ltnaursnoe £f required By the Pudlie Utidlsles Coemiselon, Tne polisy or pslieles of seid Lnasurence
santl nere o8 Lnsured; or 48 sdditionel fnsureds, City, Publile Uttlities Cosmiselon end Lis mecders,
snd the officurs, agente and omployess of eson, 3aid poliey or policies onhall Insure oald persons
agelnut lose of Liamllicy €aF deasgss Cor Dodlly injury, <¢e&th oF Property demage Gocastoned by
veason of the opersticas of Fecmittes ta,en 4nd sbout the propsrty persitted o ba ocssupled Oy oF used
with ainteun liesilicy limits as fellows: .

§1,000,500 Combined Singls L4838 Por Buodily tnjury or death oF eny one perecn g
for bodily injury or death of ke0 oF GOTE PEPICAS,
in sny one cccurrence}
for dansge ko proparty vesultlng £veo ¢ay one Gseurrence,

& eopy ¢f eeld insurdnse polier or polfetes ensll de furished 1o the Osmevel Mansger and Onief
Enginesr, San Prencisco Yeter Daperiment nieceinufter refersed o & Hansgef,upon the siesution of this
. permit and ekall ocontein & provieloa uhat wpPltten notics of cencelletion or of any meterizl ¢hange
enervol shall bs duliverad to Hensger thirty (30) days in advance of the effectivs date thersof.ls wie -
event tnat othere 3Rhen ths afaoressid permons sre named in  e2ld policy or polidien & insursds, c#
agditionel Lnsureds, Paralttse shall furnish Menager with a zetlalactory seserssility of inteceste ¢a-
Gorsement thoreon. Approved fovme sf che Iedd twe aforessid endorssaents wap be obteined Irem Ransger.

Tnersalter and during the tsrm of thls poreit, Permtites ahell Numisd to Ransger, Pros tise so
cieme, & duly ozecuted cortificate &s ihe offeel thak ths insurence ecverage furnished to City is belng
maintainad by Persittes. Rush palisies or sertifiestes ahell be Llaguud by & CSEQUAF OF corpanies ap~
provad in srising gy Cisp'e Controllep end 38 to form 0y Citp‘e City Attomey.Permitlee shall inercsse
the aforeseld Linils upen CAe ¥eiiten demand ¢f Cldy provided Ehad oelé ixeresses eNe Fosponsle ond
Justifiesle &y C1ey. :

w
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INCISCO WATER DEPARTMENT
LAND USE PERMIT

Pursuant to authority granted by the Public Utilities Commission, permission i3 hereby granted to

GRACE RETAIL CORPCRATION
SORCHARD SUPPLY HARDWARE
P.O. BOX 6450
SAN JOSE, CALIFORNIA 95150-6450

ATTENTION: MIKE LA TOURETTE

(hereinafter called “Permittee”) to occupy and utilize the following dezeribed pareel or prerises owned by the City
and County of San Franciseo (hereinsfter called “City") an under jurisdiction of the Water Department:

The following described real property situated in the City of Millbrae, County
of San Mateo, State of California;

A portion of Parcel 29 Millbrae Corporation Yard as conveyed
by Spring Valley Water Campany to the City and County of San
Francisco by deed dated and recorded March 3, 1930 in Volume
491 of Official Records at Page 1, said portion commencing at
the intersection of northeasterly line of E1 Camino Rea.l with
the southeasterly line of Parcel 29, thence north 46° 53' west
and along the said northeasterly lme of El Camino Real a dis-
tance of 336.00 feet, thence north 53~ 46’ east a distance of
428.24 feet, thence south 36~ 14' east a distance of 73.00 feet;
thence nort:h 53° 46' east a distance of 202.25 feet; thence
south 39° 14' east a distance of 255.56 feet: thence south

539 46' west a distance of 670.00 feet to the point of commence-
ment.

Containing 4.752 acres more or less.
All of which property is identified by San Francisco Water

Department Drawing No. B-4051-4 dated May 2, 1978 and revised
January 26, 1983, attached hereto, and made a part hereof.

for the purpose of conducting preliminary engineering, survey and site preparation

work.

is permit is granted subject to the following conditions:

1. Unless otherwise specifically provided herein this permit shall become effective when the Public Utllities Com-
mission or its authorized representative and the Permittee have signed it. A copy shall be furnished to Per-
mittee.

2. This permit does not constitute a lease, deed or grant of an essement, or of a fee Interest by Clty, It Is not
trangferable or assignable, and ls revocable at any time at the option of the Public Utilities Commission.

3. The use authorized hy this permit i3 llmited solely to the purposes set forth herein, and, except as expressiy
herein provided, construction, excavation or installation of structures is not authorized.

4. Neither City nor any commission, board, officer, or employee thercof shall be held responsible or liable for
damage to any property of the Permittee Instailed or located on the premises covered by this permit,

5. Permittes shall at all times keep City's lands in good and sightly condition, so far as the same may be af-
fected by Permittee’s operstion hereunder.

PPy

At 16-Gliy-auek i e-atk e b6 ined-by—the—Conré—espari—of-the—
pay y-ated: weyls-feeaes-may—be-determined-by

———paats-ol-tuek-aetion—
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7. Permittee zhall, on receipt of notice to do vo and within such reasonable time iimits ez may be fixed by said

notice, alier or reraove at hiz own expense any of his Improvements, plantings, or other property to such ex-
tent as may be required to avoid interference with any of City’s pipe, power lnes, or other struttures now or
hereafter to be constructed, with the meintenance thereof, or with sny other operstions ov lend use by Cliy.
In the event Permifiee fuiis to slter or remove any of hiz improvements, planiings, or other properiy within
ihe time {imit specified in sald notlce, zald improvements, plantings, or other property may be remaoved by Clty,
the peasonsble expense of which shall be paid to City by Permittee,

In the event of any emevgency City may, at its sole optlon and without notlce, alter, remove or protect at FPer-
mittee's expense, any improvements, plantinge, or otber groperty, except utility facllltles owned elither by e
private company or & public sgency. On notice that an emergency exists, owners of utility facilitles, at their
own expense, must take Ummediste actlon to profect, remove or relocets such fecliltles &3 required to meet
the emergency.

. Permittee ghall be responzible and Uable for any end all damage to Clty's structures or property, due directly

1%

12

1 %

16

Y

17.

18.

.

ar Indirectly to Permittes's orcupation and use of City lands pursusnt {o this permit, and shall promptly pay
any just clalm therefor. Permittee chall assume the defense of and indemnify and gsve harmless the City and
County of San Francisce, ite Publie Utllitles Comminsion, officers, and employees froue all claims, lous, lens,
damsge, Injury and Uabllity of every kind, nature and description, directly or indirectly arising from Permit.
tee’'s aocupstion and use of Clty lands pursuant to this permit regardless of responelbility for negligence.

Any gerdening or landscaping shell be lmited to low geowing shrubs, grass or plants. Planting of trees on
plpeline or slsctric Une rights-of-way ls expressly aot permitted.

To the extent thet any specia! conditions set forth hevoln conflict with of are Inconeistent with the printed
conditions, the specisl conditions shall prevail.

In the event the purpose of this permit i to sllow Permittee to install utility facllitfes underground scroes
City’s premises, the clear distence between the botiom of Permittee's instailstion and the top of City’s existing
&nd proposed future weter lines shall not be less than six incheg and Permittee’s vaid instaliation shall be placed
at an spprodimately constant grade for the entire crosaing.

In the event the purpase of this permiit is {0 sliow Permittes to install utility {acilities underground acrosy
City's prewalsss, Permitice shall properly merk the alignment of the underground instaligtions with wdtnees
poste,

All eonditions of this permalt are subjsct to pertodic roview.

This permit is granted for the interim period pending confirmation for approval
by City's Board of Supervisors of that certain ground lease awarded to Permittee

by Public Utilities Commission, pursuant to Resolution No. 83-0483, adopted
November 8, 1983,

Permd ttee shall notify Manager of Suburban Division of San Francisco Water Depart-
ment, phone (415) 697-4424, at least 24 hours prior to date of entry, for any work

or activity to be conducted under this permit.

Permittee may enter adjoining San Francisco Water Department's Suburban Head-
quarters lands for purposes granted herein.

Permittee shall use extreme care to protect the City's existing water transmission
pipelines at all times., Permittee shall not use heavy construction equipment over

the City's pipelines during construction.

To prevent damage to City's underground pipelines, Permittee's use of vehicles

and construction equipment closer than 20 feet to City's pipelines shall be sub-

ject to the following restrictions:

a. The ocover over the tops of City's pipelines must be at least 3 feet.

b, The "axle loading" of vehicles and construction equipment must not
exceed that allowed under "AASHD Standard H-10 Loading'. H-10
loading is defined as loading caused by a two axle truck with a
gross weight of ten tons (20,000 lbs.), axles 14 feet apart, and
rear axle carrying 8 tons (16,000 lbs). It is Permittee's respon~
sibility to provide substantiation that his equipment meets this
requirement,




20. Public Liabtlity and Property Damage Insurence:

Permitiee sgreed 50 maint2in‘in force during the exlstence of this perult, and at ite cost and
eipense, comprenensive general lisbility insurance, including eutomobile gnd products liebility
insursnce if required by the Public Utilities Commission. The policy or policies of seid insurance
shell name &s insured, of &3 additional insureds, CIity, Fublic Utllitles Commizsion and ite members,
snd the afficers, agents and employess of each. 3sid policy or policies snall imaure seld parsons
agatnst lose or llanility for damsges for bodily injury, death or propsriy damage occssioned by
reuson of the operations of Parmittee in,on end sbout the property persitied to te cecupled By or used
with aininum llsbility 1izite ae follows:

$1,000,000 Coxbined Single Lisfit for bodily injury or death of any one person; and
for bodily inJury or death of two or more persons,
in eny one occurrence; and
for damyge to property resuliting from aay one occurrence.

A copy of :aid 1nsurance policy or poligies shall be furnished ¢o0 the General Manager and Chief
Englnaer, San Francisco ¥ster Oppartment hereinafter referred to &3 Yanager,upen the sxecution of thie
permit and snall contain a provieion that written notice of cancellation or of any material change
taereof shall ts delivered to Maneger thirty {30} days in advencte of the «ffective date thareof.Iln the
avent AAL okhers than the aforesaid persons are namsd in sx1d pallcy or pollcies &a insureds, or
additional inaureds, Permittes shell furnisn Manager with s setisfactory severabllity of interzsts sn-
dJorvement therean. Approved forms of the lust two aforessld endorsements ey de oUdsilned fros Mansger.

Thersafter and during the terw of this permit, Psruittee shell furnish (o Manager, (row time to
tims, & duly erecutsd certificate to the effeot thet the inaurance coversge furnished to City is being
seintained by Purmittes. Juch policies or certificates snsll De lesusd by & company or companles &p-
proved in writing by City's Controller snd sa ta fors by City's City Attormey.Permittes shall increass
the aforesald lizita upon the written demand of City provided thet paid incressss &re rezsonadle end
Justirianlie by City.

Dated TRvuRRY. 21 1984

PERMITTEE ;

a8 s
y. ey
Tila Vice President LEGALL

CTTY AND COUNTY OF SAN FRANCISCO RE
PUBLIC UTILITIES COMMISSION

J' San Francisco Water Department

. Dated_cloga 30,_\98{{;
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EXHIBIT A

CHAPTER 12C OF THE 8AH PRARCISCO ADMIRLSTRATIVE CODE

AMENDLBG THE GAN FRANCISCO ADHINISTRATIVE CUDE BY ADDIEG CBAPTER 12C TEERETO, FRO-
BIBITING DISCRININATION IN REAL PROPERTY CONTRACTS ON THE CROUUAD OR BECAUSE OF RACE,
C0LOR, CHEED, HATIORAL ORICIN, AMCESTRY, AGE, SEX, SEXUAL OR1ZNTATION OR PISABILITY.
Be 1t ordained by the People of the City and County of Sen Francisca:

Section 1. Chapter 12C 1s sdded to the San Francisce Administretive Code to read
as followe:

CHAPTER 12C
BONDISCRIMINATION I8 PROPERTY CONTRACTS

SEC. 12C.1. Al)l Proparty Contract? to Include Hondiscrimimatios Provisions.

All copiTacting sgencies of the City and County of San Francisco, or sany depart~
went thereof, acting for ov on behalf of the City and County, shell ioclude ip ell
coatrscta, franchises, leeses, concessions ov other agreements iowvoiving the lesse,
rental, or other use of real proparty and improvesments thereon of the City snd County of
San Francieco, for & period sxceeding twenty-nine (29) days 16 oy calendar yesr, whether
by aingular or cusulstive instrument, s provisiou obligaticg the contractor, fraochisee,
lessee, concessionaire, or other party of said agreemenr not te diacriminate on the
ground or because of race, color, creed, nationsl origin, ascestry, age, sex, sexual
orientetion or Jdissbility against any person sccking sccommodations, advanteges, faci-
lities, privileges, services, of membership in all business, social, or other establish-
ssnts or organizsticns, operating froem or moking use of said reel property, and ahall
require euch contractor, franchisee, legsae, or concessionaire to faclude & similar
provision in all subcontracts, subleases, or other subordinste egveements for a period
exceeding twentyenine (29) deys in any celendar yesr, whether by singular or cumlative
instruesnt, let, awarded, negotisted or entered into thereunder.

SEC. 13C.2. Definftions.
As used in this chapter ths term:

“age" for the purpose of membersbip refere to and shall include soy person who has
sttadoed the age of elghtaen (18) years, except for bons fide senior citizen organiza-
tione.

“Contzact’ shall mesn snd fnclode an agreement to operate from or make use of resl
property of the City and County of Sea Francisce in the operstion of a business, social,
or other establistmeat or organization.

“Cantractor” mesps eny perecn or pereons, firm, partnership, corporation, or combi~
nation thereof, who enters iato & contract to operate from or mske use of real property
of the City and County of San Francieco in the operation of a business, social, or other
establishment or organization.

"Subcontract" shall sesn and laclude an sgrecment of contrmet under or subordinate
to & prime contract, franchise, lease, or concession to operste from or meks use of real
property of the City end County of San Frencig¢co in the operstion of & business, sociel
or aother establishment or organizatiocn, . .

“Concession” includes a grant of land or other property by or on behalf of the City
and County of San Frascisco ta & pereon for the purpose or use specified in said grant.

"Couceseionaire” ehall wean and include & person who is the grantee or beneficiary
of & conceselon ea herein defined.

"Franchiee' shall eeen and include g right ot privilege couferred by grant from the
City and County of San Francieco, of any contracting agency thereof, and vested in e&nd
suthoriring & parson to conduct such business, social, or other activity as fs specified
in ssid grant.

“Pranchises” shall mesn amd include a person who is the grantee or beneficisry of s
franchise as harein defined.

“Instrument” shall mean and include = contract, franchise, lease, concession or other
sgrecment to cperste from or wmake use of real property of the City end County of Sen
Francisco in Che operation of a businees, social or other establishment or organitation.

"Lease" shsll oean end in¢lude & contract by which the City snd County of Sae .
Francisco, or apy contrecting agency theresf, grants Lo & perscn the temporery poesession
and use of property, for reward, and tha latter sagrees to veturn the eame to the former
at 8 future time.

“Lessze” ehull mean and include o person or tenant taking possesefon of real property
snder & lemse as hereio provided,

"Sublesse” shall meen and focluds & lease by which a lesses oF fensst graots
or letw to emother perucn psrt o ell of the lessed resml propsrty for g shovter tesm
and under which 6aid lesvee of tenast reteins some pight or ioteresc under the
originai lease.

"Besl Property” shall mean god include land io which ths Clty and County of
San Prencisco holde a Regsl interest and feprovemenss to saild real property.

"Sex' shall wmean the charscter of being male or femsle.

"Sezual Orlentation” shall mean the choice of human adult mexual partner sccording
to gender.

"Disability” e a physical or sental impalrment which does not make the peveon
incapable of seking use of the accommodatfions, sdvsntages, facilities, privileges,
services or mesmbership {n businese, soclal or other estsblishments or ovganizatisas .
with 2 veasonable accommndstion to his of her disebilfity, end does nat make the pevzon
incapable of meking euch use in s menner which would not endauger his of her health and
safety or the health and safety of athers.

"Tepant” shall sean the gerson or perscms, firm, psvenership, corperetion or combi-
nation thereof who enter into & cookract, frenchise, lease, concession or other sgree-
mect fnvoleing the lease, tental or other use of real property aod improvesests thereon
of the City amd County of Sen Prancisco.

SEL, 12C.J. Wondiscriminstion Provisicns of Property Coutracts.

Every contract, franchise, lesse, concessfion or other sgreessnt eagered into by any
sgency of the City and County of San Prancisco, or any department thereof, fowlving
the lease, reatal, or other uee of resl property and improvements theérecn of the ity
and County of Sem Frauncisco for @ pariod exceeding twenty-nine (29) daye in aoy calendsr
year, whether by singular or cumulative iascrumeat, shaell contsin the provisions
following, which shall be known ss the nondigcriminstion provisions of such property
contrace.

In the performance of this contract, the tensnt agrees as follows:

(a) The tesant or subienant will not discriminate agafost any person eeeking accomso-
dations, advantages, fecilities, privileges, services, or membership in the business,
socisl or cther esteblishment o7 organizatiecn opersted by tha tensnt or subtensnt on the
teal properiy of the City sud County of San Prancieco, on the ground or becsuse of rece,
color, creed, nattooal origin, encestry, sge, sex, sexual orientatiocm, or disabiligy.

(b) Shauld the tepant or subtenant cperete 20 a wembership organization, the tenant
will permit access to his membership records, rules, vegulations and other pertinent
dsta, by the awarding authority, or the San Francisco Bumgn Rights Commigsion, for the
purpase of investigating to ascertain compliance with the nomdiscrimination provisjons .
of thie contract, and on request provide evidence that has or will comply with the nou-
diserimination provislons of this contract.

(c) That teosot or sublensnt shall be deemed to hawe bresched che mondiscrimipation
provisions of this contract upon:

’e

(1) A finding by the Direcktor of the San Prancieco Humsn Righte Commission or
such other official who may be designated by the Human Rights Comnissfon, that
tenant has wilfully viclated such nondiscriminetion provisions.

(2) Upon such finding by the Director of the Human Rights Commission, or other
official designated by the Uuman Rights Coemiseion, the svarding suthority shall
notify tenant, or subtenant that unless he demonstrates to the satisfaction of the
Director of the San Francisco Human Righte Commission or other official deasignated
by the Buman Rights Commission within such ressonable period ae the Human Righes
Commnission shall determine, that the viclation has been corrected, sction will be
taken as set forth in subparsgreph (d).

(3) The Human Hights Commission shsll, within ten days of the date nf iseusnce
of sny finding by the Director of the Rumsn Rights Comalssion or otber official
designated by the Commission in the enforcement of thias chepter, msil to any person
or persons af ed by said finding, s copy of said finding, together with written
notice of his/Tight to appeal. Notice of appeal must be filed 1n writing with the
Chairman ofthe Commission within 20 days of the date of mailing said copy and motice.

(4) For purposes of appesl proceedings under this section, s quorum shall con-
sist of eight wenbers of the Commission. The vote of the majority of the fuil
Comaission shall be necessary to affirs, reverse or modify such deetsfions order or
other action rendered hereunder. Should & member of the Human Rights Oon‘uujan be >
desipnated under Sectfon 12B.2 (c) (1) of this contract, that cosmissiocner may not
participate 1n an appeel under this seciion except as a witness.



(5) The presiding officer of the Cowmission shall have the power to administer
caths to witnasses in sppeals before the Commigpion under thia section. In the
svent that any person shall fall or refuse to appesr as a witness in any such pro-
ceeding after belng requested to do so, and 1f it shall appear to the Coumigsion
thet his testimcay, of books, records, docwsents or other things under his control
ate paterial and relavant as avidence ia the macter usder conaidzration by the
Commigsion in the proceeding, the presiding officer of the Cowmiseion may subpoens
such pergon, Tequiriang his preseuce at the proceeding sod requiring him to bring
such booksa, tecords, documents of other thinge under aie coatrol.

(6) All appesls to the Human Rights Commigsion ehall be open to public
inspection. Upon reaching a decision in any appeal, the Commission shall give
written notice thereof (o the Director of the Human Rights Cosmission, or othar
official designated by the Human Righte Commission, and the appellant or &ppellants.
The decistion of the Commiseion shall be final unlsas within 15 daye of the filing
and service of written notice thereof appropriste lega) proceedings are filed 1o
8 couzt of cospetent jurisdiction by any party to this contuact.

(7) 1If any tenant or subtenant under contract ta the CLity sod County of
San Prancisco shall fail to appear st ap appeal proceeding of the Commission sfter
having been giwen written potice to appear, such failure to appes 3hall be grounds
for cancellation of the contrazct or subcontract and such tensnt or subtensnt sheil
be deemad Lo heve forfaited sll tights, bensfits and privilegas thersundex,

(8) The Bumao Rights Commiszion of San Prencisco ghall prosulgste rulss and
regulations for the implementation of the nondiscrimlastion provisions of thie
contract, sod such rules snd vegulatioms shall, so far as practicable, be similer
to those adopted io applicable federal axacuctive orders.

(d) A bresch of the noodiscrimination provisions in the performence of this cootrect
#hall be deemsd by the Clty and County of Sen Francisce o be 3 materisl breach of coan-
tract aod basis for determination by the officer, boerd or swarding suthority reaponsi-
ble for the swarding or letting of such contract that the teasnt or subtenant is eo
irresponeible Canant, lemses, franchisee or coucessionaire a2 to all future contrscte
for the use of real propercy. Such p&m}iﬂ or corporation ehall por, for s pericd

- of two (2) yeare theresfter, or wmtil ehall eotablish and carry out a program im com

formity with the nondiscriminerion provisione of this contract, ba allowed to act us @
tavant or subtenant under any coutract involving the lease, grental or otber use of real
praperty ¢nd isproveseats thereon, of the Cicy and County of Sen Francieco.

(e) Mothing contsined in thism concract shell be covstrued in any manner #o o8 to
prevest thae City snd Coumty of San Fraocisco from pursaing any other remedies that mey
be available at law,

SEC. 12C.4, thmsn Rights Commipsion Empowerad.

The San Francisco Humen Righis Cowmission, its preaiding officar and its director
are bereby graoted the powet to do all acts znd exercise sll powsrs referred to in
Section 12C.2 hereof.

SEC. 12C.5. Funding.

The Baard of Supervisors shall appropriste such funde from the general fucd of the
City aod County of San Francieco, subject to bixigatary and fiscel provisions of the
charter, as it say deen pecessary for saforcasest of this ordinanca.

SEC. 12C. 6, Seversbilicy.

If ooy clause, sentence, paragraph ox part of chis title or the epplicatiocn there-
of to asy persce or circamstances shall, for any resson, be adjudgad by a court of
competent jurisedictiocn to be invalid, euch jmrisdictics eball not affect, tepelr or
lowelidats the ressiodar of this chepear.

Vinul Passage-February 2B, 977
Agprowed by Mepor-iarch 18, 1977
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CITY AND COUNTY OF SAN FRANCISCO
PUBLIC UTILITIES COMMISSION
SAN FRANCISCO WATER' DEPARTMENT

PROPOSED LAND TO.BE LEASED

PORTION OF MILLBRAE PUMP STATION LOT PAR.29 SM
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