
File No. Committee Item No. 7 --------
Board Item No. __ -_-__ -.>:o:~~~~~~-= 

COMMITTEE/BOARD OF SUPERVISORS. 
AGENDA PACKET CONTENTS LIST 

Committee: Budget & Finance Sub-Committee 

Board of Supervisors Meeting 

Date July 20, 2016 

Date ~ z~, ~I(. 

Cmte Board 
D D Motion 

~· ~ 

~ ·~· 
D D 
D D 
D D ·o D 
D D 
~ ·~ 
0 D 
D D 
D D 
OTHER 

D D 
D D 
D D 
D D 
D ·D 
D D 
D D 
D D 
D D 
D D 
D D 

Resolution 
Ordinance 
Legislative Digest 
Budget and Legislative Analyst Report 
Youth Commission Report 
Introduction Form 
Department/Agency Cover Letter and/or Report 
MOU 
Grant Information Form 
Grant Budget 
Subcontract Budget 
Contract/Agreement 
Form 126- Ethics Commission 
Award Letter 
Application 
Public Correspondence 

(Use back side if additional space is needed) 

Completed by: Linda Wong Date JulV,:5. 2016 
Completed by:--=Li=nd=a"-W~o'"""ng..___ _____ Date J~A\ "). \} Z-o { c, 

2213 



FILE NO. 160711 RESOLUTION NO. 

1 [Real Property Lease Amendment - Orchard Supply Company, LLC - San Francisco Utilities 
Commission Parcel No. 29 in Millbrae, CA - $460,673] 

2 

3 Resolution authorizing the amendment of Orchard Supply Company, LLC's lease of 

4 property from the City and County of San Francisco, to reduce the size of the leased 

5 premises to accommodate the San Francisco Public Utilities Commission (SFPUC) 

6 Regional Groundwater Storage and Recovery Project, Project No. CUW30103, in 

7 consideration of City's payment of $460,673; adopting environmental findings under 

8 the California Environmental Quality Act (CEQA), CEQA Guidelines, and Administrative 

9 Code, Chapter 31; adopting findings of consistency with the General Plan, and eight 

1 o priority policies of Planning Code, Section 101.1; and authorizing the Director of 

11 Property and/or the SFPUC General Manager to execute documents, make certain 

12 modifications, and take certain actions in furtherance of this Resolution. 

13 

14 WHEREAS, The City and County of San Francisco ("City") owns in fee certain real 

15 property in Millbrae, California, under the jurisdiction of the San Francisco Public Utilities 

16 Commission ("SFPUC") designated as SFPUC Parcel No. 29, and also known as San Mateo 

17 County APN 093-220-0101; and 

18 WHEREAS, The City, acting through the SFPUC, entered into .a Ground Lease dated 

19 April 26, 1984 (the "Lease") with the predecessor of Orchard Supply Company, LLC 

20 ("Tenant") for the lease of a portion of such property consisting of approximately 4.7505 acres 

21 of land commonly known as 900 El Camino Real, Millbrae (the "Premises") for an initial term 

22 of 30 years, with two options to extend for periods of 10 years each; and 

23 

24 

25 
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1 WHEREAS, Tenant exercised the first option to extend the term of the Lease for 1 O 

2 years, commencing on May 1, 2014, at an annual rent of $1, 117,432, subject to rental 

3 adjustment on May 1, 2019, in accordance with the Lease; and 

4 WHEREAS, The SFPUC has developed and approved the Regional Groundwater 

5 Storage and Recovery Project ("Project"), Project No. CUW30103, a capital improvement 

6 project included as part of the Water System Improvement Program ("WSIP"), with the 

7 primary purpose of providing additional dry-year regional water supply capacity; and 

8 WHEREAS, The Project is located in the County of San Mateo and its completion 

9 would help the SFPUC achieve the WSIP Level of Service goal for Water Supply adopted by 

1 O the SFPUC in Resolution. No. 08-200; and 

11 WHEREAS, An Environmental Impact Report ("EIR") as required by the California 

12 Environmental Quality Act ("CEQA") was prepared for the Project by the San Francisco 

13 Planning Department, File No. 2008.1396E; and 

14 WHEREAS, The San Francisco Planning Commission on August 7, 2014 1) certified 

15 the Final EIR ("FEIR") for the Project by Motion No. M-19209; 2) adopted findings under 

16 CEQA, including the adoption of a Mitigation Monitoring and Reporting Program ("MMRP") 

17 and a statement of overriding considerations ("CEQA Findings") by Motion No. M-19210; 

18 and 3) found the Project consistent with the General Plan, and eight priority policies of 

19 Planning Code, Section 101.1 ("General Plan Findings") by Motion No. M-19211, a copy of 

20 the motions is on file with the Clerk of the Board of Supervisors under File No. 150616, 

21 which is incorporated herein by this reference; and 

22 WHEREAS, The Board of Supervisors on October 28, 2014, adopted Resolution No. 

23 400-14, which included the adoption of CEQA Findings and the adoption of the San 

24 Francisco Planning Commission's General Plan Findings for the Project; a copy of which is 

'5 
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1 on file with the Clerk of Board of Supervisors under File No. 140945, which is incorporated 

2 herein by this reference; and 

3 WHEREAS, Implementation of the Project requires that the City amend the Lease to 

4 recover permanent possession of a portion of the Premises for construction of Project 

5 improvements and temporary possession of portions of the Premises for construction staging 

6 and installation of utility lines; and 

7 WHEREAS, SFPUC staff, through consultation with the Office of the City Attorney and 

8 the Director of Property, have negotiated with Tenant a proposed First Amendment to Ground 

9 Lease ("Lease Amendment"), a copy of which is on file with the Clerk of the Board of 

1 O Supervisors under File No. 160711, which is incorporated herein by this reference, by which 

11 City would pay Tenant the sum of $460,673 as compensation for the necessary permanent 

12 and temporary modifications of the Premises, subject to additional payments if City extends 

13 the periods of temporary possession, all of which is pursuant to an approved appraisal report 

14 dated January 9, 2015; and 

15 WHEREAS, On August 12, 2014, by SFPUC Resolution No. 14-0127, a copy of which 

16 is on file with the Clerk of the Board of Supervisors under File No. 140945, which is 

17 incorporated herein by this reference, SFPUC adopted CEQA Findings, approved the Project, 

18 and authorized the SFPUC General Manager and/or the Director of Property to undertake the 

19 process to acquire possession of the needed portions of the Premises, and, following Board of . 

20 Supervisors approval of the necessary lease amendment, to accept and execute the lease 

21 amendment and any other r~lated documents necessary to consummate the transactions 

22 contemplated therein, in form approved by the City Attorney; and 

23 WHEREAS, San Francisco Charter, Section BB.121 (a) grants the SFPUC Commission 

24 the exclusive charge of the real property assets under the Commission's jurisdiction·, and 

25 Charter Section 9.11 B(c) requires that any amendment of any City lease of real property 

San Francisco Public Utilities Commission 
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1 · having a term of ten or more years be approved by resolution of the Board of Supervisors; 

2 and 

3 WHEREAS, The Project files, including SFPUC Resolution Nos. 08-200 and 14-0127 

4 and San Francisco Planning Department File No. 2008.1396E have been made available 

5 for review by the Board of Supervisors and the public, and those files are considered part of 

6 the record before this Board; and 

7 WHEREAS, The Board of Supervisors has reviewed and considered the information 

8 contained in the FEIR, and the CEQA Findings, including all written and oral information 

9 provided by the Planning Department, the public, relevant public agencies, the SFPUC and 

10 other experts and the administrative files for the Project; now, therefore, be it 

11 RESOLVED, The Board of Supervisors, having reviewed and considered the FEIR 

.. ~ and record as a whole, finds that the proposed Lease Amendment is within the scope of the 

13 Project analyzed· in the FEIR and previously approved by the San Francisco Planning 

14 Commission, the SFPUC, and the Board of Supervisors; and, be it 

15 FURTHER RESOLVED, The Board finds that the FEIR is adequate for its use as the 

16 decision-making body for approval of the Lease Amendment and hereby incorporates by 

17 reference the CEQA Findings made in Resolution No. 400-14, Board File No. 140945 

18 concerning the Project; and, be it 

19 FURTHER RESOLVED, The Board further finds that since the FEIR was finalized, 

20 there have been no substantial Project changes and no substantial changes in Project 

21 circumstances that would require major revisions to the FEIR due to the involvement of 

22 new significant environmental effects or an increase in the severity of previously identified 

23 significant impacts, and there is no new information of substantial importance that would 

24 change the conclusions set forth in the FEIR; and, be it 

San Francisco Public Utilities Commission 
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1 FURTHER RESOLVED, The Board of Supervisors hereby incorporates by reference 

2 the General Plan Findings made in Resolution No. 400-14, Board File No. 140945 

3 concerning the Project; and, be it 

4 FURTHER RESOLVED, That in accordance with the recommendations of the 

5 SFPUC General Manager and the Director of Property, th~ Board of Supervisors hereby 

6 approves the Lease Amendment and the transaction contemplated thereby in substantially 

7 the form of such instrument presented to this Board; and, be it 

8 FURTHER RESOLVED, That the Board of Supervisors authorizes the Director of 

9 Property and/or the SFPUC's General Manager to enter into any additions, amendments, 

10 or other modifications to the Lease Amendment (including, without limitation, the attached 

11 exhibits) that the Director of Property and/or the SFPUC's General Manager determines are 

12 in the best interest of the City, do not materially increase the obligations or liabilities of the 

13 City or materially diminish the benefits to the City, and are necessary or advisable to 

14 complete the transaction contemplated in the Lease Amendment and effectuate the 

15 purpose and intent of this resolution, such determination to be conclusively evidenced by 

16 the execution and delivery by the Director of Property or the SFPUC's General Manager of 

17 the Lease Amendment and any amendments thereto; and, be it 

18 FURTHER RESOLVED, That the Director of Property and/or the General Manager 

19 of the SFPUC are hereby authorized and urged, in the name and on behalf of the City and 

20 County, to execute and deliver the Lease Amendment with Tenant, in substantially the form 

21 of such instrument presented to this Board, and to take any and all steps (including, but not 

22 limited to, the execution and delivery of any and all certificates, agreements, notices, 

23 consents, and other instruments or documents) as the Director of Property or SFPUC 

24 General Manager deems necessary or appropriate in order to consummate the modification 

25 of the Premises pursuant to the Lease Amendment, or to otherwise effectuate the purpose 

San Francisco Public Utilities Commission 

BOARD OF SUPERVISORS 2 21 8 
Page5 



1 and intent of this Resolution, such determination to be conclusively evidenced by the 

2 execution and delivery by the Director of Property or SFPUC General Manager of any such 

3 documents. 

4 

5 

6 

7 

8 

9 

10 

11 

$460,673.00 available 
Index Code: 730150 
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13 RECOMMENDED: 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

5 

RECOMMENDED: 

fallqfa/k 
General Manager 
San Francisco Public Utilities Commission 
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BUDGET AND FINAN.CE COMMllTEE MEETING JULY 20, 2016 

Department: 
San Francisco Public Utilities Commission (SFPUC) 

Legislative Objective 

• The proposed resolution authorizes an amendment to the lease between the SFPUC and 
Orchard Supply Hardware (OSH) to reduce the size of the site leased by OSH from SFPUC 
for needed space for the SFPUC's Regional Groundwater Storage and Recovery Project. In 
compensation for OSH relinquishing space to the SFPUC, SFPUC has agreed to pay OSH 
$460,673. The resolution would also adopt environmental findings under the California 
Environmental Quality Act (CEQA) and findings of consistency under the City's General 
Plan and eight priority policies of the Planning Code, Section 101.1. .Finally, this resolution 
would authorize the Director of Property and/or the SFPUC General Manager to take any 
needed actions in furtherance of this resolution. 

Key Points 

• The Regional Groundwater Storage and Recovery Project (Project) consists of the 
construction of 16 groundwater wells and well stations with total capacity of 7.2 million 
gallons of water to be used as a regional dry-year water supply. The wells will connect the 
SFPUC's water transition system to the water systems of Daly City, the City of San Bruno 
and the California Water Service Company. 

• OSH leases a 206,932 square foot property owned by SFPUC in the city of Millbrae in San 
Mateo County. The original lease was for 30 years from 1984 to 2014 with two ten-year 

. extensions. OSH exercised the first extension from 2015 through 2024. 

• The proposed lease amendment would temporarily reduce the total square footage of the 
OSH lease by 25,398 square feet from 206,932 square feet to 181,534 square feet during 
the Regional Groundwater Storage and Recovery Project cons~ruction phase of 27 
months. The amendment would permanently reduce the total square footage by 13,623 
square feet from 206,932 square feet to 193,309 after construction has bee.n completed. 

Fiscal Impact 

• The SFPUC obtained an appraisal report in January 2015 from Associated Right of Way 
Services, Inc., selected through a competitive process, to calculate the compensation to 
be paid to OSH for the temporary and permanent reduction in the lease site. Base~ on the 
appraisal, the net present value of the temporary and permanent reduction in the lease 
site payable by the SFPUC to OSH was $460,673. 

• Approve the proposed resolution. 

SAN FRANCISCO BOARD OF SUPERVISORS 
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BUDGET AND FINANCE COMMITTEE MEETING JULY 20, 2016 

MANDATE STATEMENT 

City Charter Section 9.118(c) states that any modification, amendment or termination of a lease 

that had an initial term of ten years or more, including options to extend, or that had 

anticipated revenues of $1 million or more is subject to Board of Supervisors approval. 

BACl<GROUND 

Regional Groundwater Storage and Recovery Project 

In 2012, the San Francisco Public Utilities Commission (SFPUC) initiated the Regional 

Groundwater Storage and Recovery Project (Project). The Project consists of the construction of 

16 groundwater wells and well stations with total capacity of 7.2 million gallons of water to be 

used as a regional dry-year water supply. The wells will connect the SFPUC's water transition 

system to the water systems of Daly City, the City of San Bruno and the California Water Service 

Company. The estimated Project cost is $133,580,000, and is scheduled to be completed in July 

2018. The Project is part of the SFPUC's Water System Improvement Program (WSIP), a $4.8 

billion program to repair, replace, and seismically upgrade SFPUC's water infrastructure. 

In October 2014, the Board of Supervisors adopted findings related to the California 

Environmental Quality Act (CEQA) and the San Francisco Planning Commission's General Plan 

findings for the Project (File No. 14-0945). 

Orchard Supply Hardware Lease 

In 1984, the Grace Retail Corporation (now Orchard Supply Company, LLC, referred to as OSH) 

entered into a lease with the City and County of San Francisco for a 206,932 square foot 

property owned by SFPUC in the City of Millbrae in San Mateo County. The term of the lease 

was for thirty years with two ten-year options tp extend the lease through 2034. OSH exercised 

the first ten-year option to extend the lease through 2024. 

The current annual rent paid by OSH to the SFPUC is $1,117,432. The annual rent amount was 

determined by appraisers for both the SFPUC and OSH, and was arbitrated by an additional 

third party appraisal firm. 

DETAILS OF PROPOSED LEGISLATION 

The proposed resolution authorizes an amendment to the lease between the SFPUC and 

Orchard Supply Hardware (OSH) to reduce the size of the leased premises for needed space for 

the SFPUC's Regional Groundwater Storage and Recovery Project. In compensation for OSH 

relinquishing space to the SFPUC, SFPUC has agreed to pay OSH $460,673. The resolution would 

also adopt environmental findings under the California Environmental Quality Act (CEQA) and 

findings of consistency under the City's General Plan and eight priority policies of the Planning 

SAN FRANCISCO BOARD OF SUPERVISORS 
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BUDGET AND FINANCE COMMllTEE MEETING JULY 20, 2016 

Code, Section 101.11
. Finally, this resolution would authorize the Director of Property and/or 

the SFPUC General Manager to take any needed actions in furtherance of this resolution. 

Lease Amendment 

The proposed lease amendment would temporarily reduce the total square footage by 25,398 

square feet from 206,932 square feet to 181,534 square feet during the SFPUC's Regional 

Groundwater Storage and Recovery Project construction phase of 27 months. The amendment 

would permanently reduce the total square footage by 13,623 square feet from 206,932 square 

feet to 193,309 after construction has been completed. 

The proposed a_mendment would authorize the SFPUC to pay OSH $460,673 as compensation 

for (1) permanently reducing the lease space by 13,623 square feet; (2) temporarily reducing 

the lease space by 25,398 square feet during construction; (3) temporary use of space to install 

new utility lines; and (4) permanent subsurface use of space for the utility lines. 

California Environmental Quality Act {CEQA) Findings and City's General Plan 

The Board of Supervisors adopted CEQA findings and the San Francisco Planning Commission's 

General Plan Findings for the SFPUC's Regional Groundwater & Storage Project in October 

2014. The proposed resolution would find that lease amendment is within the scope of the 

Project analyzed in the CEQA findings and the Planning Commission's findings that the Project is 

consistent with the City's General Plan and Planning Code. 

FISCAL IMPACT c 

The SFPUC obtained an appraisal report in January 2015 from Associated Right of Way Services, 

Inc., selected through a competitive process, to calculate the compensation to be paid to OSH 

for the temporary and permanent reduction in the lease site.2 Based on the appraisal, the net 

present value of the temporary and permanent reduction in the lease site payable by the SFPUC 

to OSH was $460,673, as shown in Table 2 below. 

1 The Eight Priorities of City Planning Code Section 101.1 include: (1) existing neighborhood-serving retail uses be 
preserved and enhanced, and future opportunities for resident employment in and ownership of such businesses 
enhanced; (2) existing housing and neighborhood character be conserved and protected in order to preserve the 
cultural and economic diversity of our neighborhoods; (3) the City's supply of affordable housing be preserved and 
enhanced; (4) commuter traffic not impede Muni transit service or overburden our streets or neighborhood 
parking; (5) a diverse economic base be maintained by protecting our industrial and service sectors from 
displacement due to commercial office development, and that future opportunities for resident employment and 
ownership in these sectors be enhanced; (6) the City achieve the greatest possible preparedness to protect against 
injury and loss of life in an earthquake; (7) landmarks and historic buildings be preserved; and (8) parks and open 
space and their access to sunlight and vistas be protected from development. 
2 The final appraisal by Associated Right of Way Services was adjusted using the fee value used to determine fair 
market value of rent. 

SAN FRANCISCO BOARD OF SUPERVISORS 
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BUDGET AND FINANCE COMMITTEE MEETING JULY 20, 2016 

Table 2: Detail of Payment to OSH by SFPUC 

Permanent Uses 

Building and Well Area 

Well Water Area 

Utilities 

Subtotal Permanent 

Temporary Uses 

Staging Area (18 months) 

Construction Area (9 months) 

Subtotal Temporary 

Total 

Source: Appraisal Report 

$290,522 

55,651 

10,852 

$357,025 

$36,308 

67,341 

$103,648 

$460,673 

According to Mr. Carlos Jacobo, Budget Director for the SFPUC, the payment of $460,673 from 

the City to OSH is included in the SFPUC's budget for the Regional Groundwater Storage and 

Recovery Project, which was previously appropriated by the Board of Supervisors under the 

Water System Improvement Program. 

RECOMMENDATION 

Approve the proposed resolution. 

SAN FRANCISCO BOARD OF SUPERVISORS 
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FIRST AMENDMENT TO GROUND LEASE 

THIS FIRST AMENDMENT TO GROUND LEASE (this "Amendment") is made as of 
______ , 201_, in San Francisco, talifornia, by and betw.een CITY AND COUNTY OF 
SAN FRANCISCO, a municipal corporation ("City" or "Landlord"), acting through its Public 
Utilities Commission ("SFPUC") and ORCHARD SUPPLY COMPANY, ILC, a North 
Carolina limited liability company ("Tenant"). 

RECITALS 

THIS AMEND.MENT is made with reference to the following facts and circumstances: 

. A. City and Tenant's predecessor in interest entered into that Ground Lease dated 
April 26, 19.84 (the ''Lease"), for the lease of approximately 4.7505 acres ofland commonly · 
known as 900 El Camino Real, Millbrae, San Mateo County, California, and known in SFPUC 
records as a portion of Parcel 29, Millbrae Pump Station Lot (the- "Premises"), as further 
described in the Lease. The Premises are u.Ilder SFPUC' s jurisdiction. 

B. The Lease provides for an initial term of 30 years, commencing May 1, 1984, and 
expiring April 30, 2014, with two options to extend the term for additional periods of ten (10) 
years each. Tenant exercised the first option to extend the term for an additional 10-year period, 
commencing on May 1, 2014, at an annual rent (as determined by appraiser arbitration) of One 
Million One Hundred Seventeen Four Hundred Thirty-two Dollars ($1,117,432.00), subject to a 
rental adjustment on May 1, 2019, as required in Section 5.0l(f) of the Lease. 

C. SFPUC is undertaking the Regional Groundwater Storage and Recovery Project to 
enhance the capacity and reliability of SFPUC' s regional water system. City desires to use 
portions. of the Pren:iises for the Project, and Tenant is willing to agree to such use, on the terms 
and conditions set forth in this Amendment. 

ACCORDINGLY, in consideration of the matters described in the foregoing Recitals, and 
for other good and valuable consideration, the receipt and sufficiency of which are mutually 
acknowledged, the City and Tenant agree as follows: 

1. Effective Date;_ Co:mn:iencement Dates. 
. . 

1.1 Effective Date. The date on which this Amendment shall become effective (the 
"Effective Date") is th~ date upon which both of the following shall have occurred: (a) City? s 
Mayor and Board of Supervisors, in their sole and absolute discretion, shall have adopted a 
resolution or enacted an ordinance approving this Amendment in accordance with all applicable 
laws, and (b) this Amendment shall have been duly executed and delivered by the parties hereto. 

1.2. Building ColillJlencement Date. ·The "Building Commencement Date" shall be 
September 28, 2015. If City's contractor first enters the portion of the Premises. identified as 
"Build & Well Area" on Exhibit A (the "Building and Well Site") and the Temporary Staging 
Area, as defined in. Section 2.2, to commence staging and well construction for the Project 

pursuant to a Permit to Enter b~tween City and T~~'WS ("Permit") before this Amendment is 



executed, then such date of first entry shall be deemed· the Building Commencement Date for 
purposes of determining the expiration date of the 18-month Building Construction Period, as 
defined in Section 2.2, and City's use of the Building ·and Well Site and ':f emporary Staging Area 
during the period from the Building Commencement Date until the Effective Date shall be 
governed by such Permit. 

1.3 . Utility Line Commencement Date. The "Utility Line Colnm.encement Date" 
shall be the date on· which City's contractor commences using the areas identified as 
"Temporary Work Area" on attached Exhibit A to commence construction of the subsurface 
utility lines identified on Exhibit A and/or to commence construction staging associated with the 
installation of the well station in the Building and Well Site. 'The Utility Llne Commencement 
Date shall be no earlier than the Building Commencement Date and no late~ than nine (9) months 
after the Building·Commencement Date. City·shall provide, or cause its contractor to provide, at ' 
least fourteen (14) days' advance written notice to Tenant of the Utility Line Commencement 
Date. At the request of either party, TeD;ant and City shall confirm in writing the Utility Line 
Commencement Date. I{ City's contractor first uses the Temporary Work Area to commence 
construction of the subsurface utility lines before the Effective Date, pursuant to a Permit (as 
defined in Section 1.2), then such date of initial use shall be deemed the Utility Line 
Commencement Date for purpo?es of determining the expiration date of .the Utility Line 
Installation Perio.d (as defined in Section 2.3); however, City's use of the Temporary Work Area 
during the period from the Utility Line Commencement Date until the Effective Date shall be 
governed by such Permit. 

2. Modification of Premises. 

2.1. Permanent Deletion of Building and Well Site. On the later cif the Building 
Commencement Date or the Effe~tive ·Date, the Building and Well Site shall be deJeted from the 
Premises _for the balance of the Term, including any Extended Term. On the Building 
Commencement Date, Tenant shall tender possession of the Building and Well Site to City's 
contractor free and ylear of any and all trash, vehicles, equipment, inventory, other personal 
property, and structures, except that Tenant, at its option, may leave the existing fence for City's 
contractor to demolish. 

2.2. Temporary Deletion of Temporary Staging Area. Commencing on the later of 
the Building Commencement Date or the Effective Date, and continuing until the expiration of 
the Building Construction Period, as defined below, the portion of the Premises identified as 
"Temporary Staging Area" on Exhibit A (the "Temporary Staging Area") shall be deleted 
from the Premises. The Temporary Staging Area includes those areas shaded in Cyan, green and 
red (for underground utilities) where they overlap with the pink/magenta area on Exhibit A. On 
the Building Commencement Date, Tenant shall tender possession of the Temporary Staging 
Area to City's contractor free and clear of any and all ttash, vehicles, equipment or other personal 
property, and structures. The "'Building Construction Period" shall be the period c~rnmencing 
on the Building Commencement Date and expiring on the last day of the 18th full calendar 
month thereafter; however, City shall have the option to extend the Building Construction Period 
beyond that date on a month-~o-month basis. A 14-day writtep. notice will be given to Tenant if 
City .elects to exercise its option for any such extension. For any such extension, City shall pay 
Tenant monthly in advance.the sum of Two Thousand Sixteen Dollars ($2,016) per month 
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(which is the same rate as the portion of the Compensation (as defined in Section 4) paid for the 
Temporary Staging Area for 'the initial 18-month Building Construction Period, prorated on a 

·monthly basis). Upon the expiration of the Building Construction Period, City shall restore the 
surface of the Temporary Staging Area as provided in Section 3, and such space shall again be 
part of the Lease Premises. · 

City shall indemnify, defend and hole! harmless ("Indemnify") Tenant from and against 
any and all claims, costs and expenses, including, without limitation, reasonable attorneys' fees 
(collectively, '"Claims"), to the extent caused by (a) City's use of the Temporary ,Staging Area 
during the Building Construction Period, or (b) any negligence of City or its Agents (as defined 
below) in, on or about the Temporary Staging Area during the Building Construction Period; 
provided, however, City shall not be obligated to Indemnify Tenant or its Agents to the extent 
any Claipi arises out of the negligeq.ce or willful misconduct of Tenant or its Agents. In any 
action or proceeding brought against Tenant by reason of any Claim Indemnified by City 
hereunder, City may, at its sole option, elect to defend such Claim by attorneys in City's Office 
of the City Attorney, by other attorneys selected by City, or both. City shall have the right to 
control the defense and to determine the settlement or compromise of any action or proceeding, 
provided that Tenant shall have the right, but not the obligation, to participate in the defense of 
any such Claim at its sole cost. City's obligations under this Section shall survive the expiration 
of the Building Construction Period. The term "Agents" when used iii this Amendment with 
respect to either party shall include the .agents, employees, officers and contractors of such party 

2.3. Shared Use of Temporary Work Ar~a. During the Utility line Installation 
Period, as defined below, City shall have the right to use the Temporary Work Area for the 
installation qf the subsurface water, sewer, electrical, and telephone lines in the locations 
identified on Exhibit A (the "New Utilities") and for construction staging and activities 
associated with the installation of the well station.in the Building.and Well Site. The Temporary 
Work Area includes the portions of the areas shown in red, light blue and green that overlap with 
the gray area on Exhibit A, as well as the entire blue "Water Out" area shown on such Exhibit 
running along the boundary of the Premises to El Camino Real. Tenant and City's contractor 
shall cooperate in good faith to schedule the installation of such utilities at such times and in such 
manner as to reasonably minimize disruption to Tenant's operations; provided that such efforts 
(i) do not result in a material increase in the cost of performing the utility line installation work, 
(ii) do not dirQ.inish the quality of utility instillation work performed, and (iii) do not 
unreasonably restrict Tenant's ability to take delivery of necessary supplies and merchandise. 
During any sch~duled installation, Tenant shall keep the Temporary Work Area free and clear of 
parked vehicles, equipment, supplies, merchandise aild other obstructions, except for delivery 
trucks loading or unloading materials at Tenant's loading dock at mutually agreed upon times. 
The "Utility Lille Installation Period" shall be the period commencing on the Utility Line 
Commence:i:nent Da:te and expiring on the last day of.the ninth (9th) full calendar month 
thereafter; however, City shall have the option to extend the Utility Line Instail.ation·Period 
beyond that date on a month-to-month basis. A 14-day written notice will be given to Tenant if 
City elects to exercise its opticim for any such extension. For any such extension, City shall pay 
Tenant monthly in advance the sum of Seven Thousand Four Hundred Seventy.:.nine Dollars -
($7,479) per month (which is the same rate as the portion of the Compen.c;;ation (as defined in 
Section 4) paid for the Temporary Work Area for the initial Utility Line Installation Period, 
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prorated on. a monthly basis). During the Utility Llne Installation Period, the Temporary Work 
Area shall remain part of the Lease Premis~s. 

City shall Indemnify Tenant from and against any and all Claims, to the extent caused by 
(a) City's use of the Temporary Work Area during the Utility Line Installation Period, or (b) any 
negligence of City or its Agents in, on or about the Temporary Work Area during the Utility line 
Installation Period; provided, however, City shall not ~e obligated to In.demnify Tenant or its 
Agents to the extent any Claim arises out of the negligence or willful misconduct of Tenant or its 
Agents. In any action or proceeding brought against Tenant by reason of any Claim Indemnified 
by City hereunder, City may, at its sole option, elect to defend such Claim by attorneys in City's 
Office of the City Attorney, by other attorneys seleeted by City, or both: City shall have the right 
to control the defense and to determine the settlement or compromise of any action or 
proceeding, provided that Tenant shall have the right, but not the obligation, to participate in the 
defense of any such Claim at its sole cost. City's obligations under this Section shall survive the 
expiration of the Utility Line Installation Period. 

2.4 Maintenance, Operation and Protection of the New Utilities. Landlord's 
easement under Section 2.02 of the Lease to ~nter the Premises to repair, replace, maintain, 
operate and remove existing utility facilities shall extend to and include the future repair, 
replacement, maintenance, operation and removal of the New Utilities installed in the Temporary 
Work Area by City pursuant to Section 2.3. Tenant's obligation to use reasonable efforts to 
protect improvements and pipeline appurtenances and prevent damage to City's underground 
pipelines, under Section 2.03 of the Lease, shall extend to and include the protection of t;h.e New 
Utilities. 

3. Restoration of Temporary Work Area and Temporary Staging Area. On the earlier 
of expiration of the Utility Line Installation Period (including any extension) or City's completion 
of the Project, City shall restore, as nearly as reasonably possible, the surface of the Temporary 

·Work Area to its condition immediately prior to the commencement of the work.related to the 
Project. On the earlier of expiration of the Building Construction Period (including any 
extension) or City's completion of the Project, City shall restore, as nearly as reasonably possible, 
the surface of the Temporary Staging Area to their condition im:roediately prior to the 
commencement of the work related. to the Project, and such premises shall again become part of 
the Lease Premises. 

· 4.. Compensation. Within thirty.(30) days after the Effective Date (as defined in 
Section 1.1), City shall pay Tenant the sum of Four Hundred Sixty Thousand Six Hundred 
Syventy-three Dollars ($460,673.00) (the '.'Compensation") as compensation for (i) the 
termination of the Lease with respect to the Building and Well Site, (ii) deletion of the 
Temporary Staging Area from the Lease Premises during the Building Construction Period 

· (provided that additional compensation will be payable for any extension, in accordance with 
Section 2.2), (iii) City's use oftjie Temporary Work Area during the Utility Line Installation 
Period (provided that additional compensation will be payable for any extension, in ac~ordance 
with Section 2.3), and (iv) City's permanent use of substrr:face portions of the Premises for the 
New Utilities. Tenant acknowledges that such.payment will compensate Tenant in full, and 
Tenant shall not be entitled to any rental abatement or rental reduction for ¢.e permanent' deletion 
of thf? Building and Well Site, the temporary deletion of the Temporary Staging Area from the 
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Premises, Landlord's shared use of the Temporary Work Area, or City's permanent use of the 
subsurface areas for the New Utilities .. If City's contractor co:r:Ilmences using any part of the 
Premises before t}J.e Effective Date, pursuant to a Permit, as defined in Section 1.2, then City 
shall receive a credit toward the Compensation in the amount of any use fees paid by City.( either 
in cash or as offsets against the Lease rent) l:inder such Permit. Upon request, Tenant shall 
submit any standard forms required by the City's Controller as a condition of releasing the 
payment, including federal form W-9 and City form P-25. 

5. . City Lease Provisions. The provisions set forth in attached Exhibit B are incorporated 
into and made a part of the Lease as of the Effective Date. 

6. No Joint Venture. Neither this Amendment nor any activity by the City hereunder 
creates a partnership or joint venture between the City and Tenant relating to the Lease or 
otherwise. This Amendment does not constitute authorization or approval by the City of any 
activity conducted by Tenant, and the City shall in no way be responsible for the acts or 
omissions of Tenant on the Premises or otherwise. 

7. Attorneys Fees. In the event a dispute arises concerning this Amendment, the party not 
1 
prevailing in such dispute shall pay any and all costs and expenses incurred by the other party in 
enforcing or establishing its rights hereunder, including, without limitation, court costs and 
reasonable attorneys' fees. For purposes of this Amendment, reasonable fees of attorneys of 
City's Office of the City Attorney shall be based on the fees regularly charged by private 
attorneys with tjie equivalent number of years of experience in th~ subject matter area of the law 
for which the City Attorney's services were rendered who practice in _the City of San Francisco in 
law firms with approximately the same number of attorneys as employed by the Office of the 
City Attorney. 

8. References. No reference to this Amendment is necessary in any instrument or document 
at any time referring to the Lease. Any future reference to the Lease shall be deemed a reference 
to such document as amended hereby. 

' 
9. Applicable Law. This Amendment shall be governed by, construed and enforced in 
accordanc.e with the laws of the State of California. 

10. Further Instruments. The parties hereto agree to execute such further instruments and 
to take such further actions as may be reasonably required to carry out the intent of this 
Amendment. Without limiting the foregoing, the parties agree to negotiate in good faith a 
memorandum of agreement setting forth their agreement concerning construction details such as 
scheduling of City's installation of utility lines within the Temporary Work Area. 

11. Counterparts; Electronic Signature. This Amendment may be ~xecuted in 
counterparts. This Amendment shall be considered executed by a party when counterparts 
bearing the signing party's original signature are delivered to the other party or when a 
counterpart bearing the signature of such signing party is delivered in an Adobe .pdf file by email 
transmission to the other party. Such electronic signature shall be treated in all respects as 
having the same effect' as ah original signature. · ' 
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12. lVIiscellaneous. The Lease shall remain in full force and effect as modified by this 
Amendment. The Lease as amended by this Amendment constitutes the entire agreement of the 
parties concerning the subject matter hereof, and supersedes and conceals any and all previous· 
negotiations, a~eements, or understandings, if any, regarding the matters contained herein. The 
execution of this Amendment shall not constitute ·a waiver of relinquishment of any rights that 
City m;:i.y have relating to the.Lease. Tenant and City hereby ratify and confirm all of the 
provisions of the Lease as amended by this Amendment. 

[Remainder of page intentionally blank] 
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In witness whereof; the parties hereto have executed this Amendment as of the first date 
written above. 

TENANT: ORCHARD SUPPLY COMPANY, LLC, a 
.· North Carolina limited liability company 

~ 
Bt_~-"--,-,----~~~~---
Name:~~~~=-=~~~"-"-~~~~ 
ns: -=::::3.,r~./)!:3.~~~~~~~~~~ 

By:-----------
Name:~~~~~~~~~~~~~ 
ns: ~~~~~~~~~~~~~~ 

LANDLORD: CITY AND COUNTY OF SAN FRANCISCO, 
a municipal corporation . 

APPROVED AS TO FORM: 

DENNIS J. HERRERA, City Attorney 

By:~~~~~~~~~~~~~~ 
HARLAN L. KELLY, JR. 
General Manager 
San Francisco Public Utilities Commission 
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EXHIBIT A 

Diagram of Temporary Work Area, Building and Well Site,. 

and Temporary Staging Area 
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Bldg & Well Area 093-220-010 . 

Temp Work Area 093-220.~010 

Sub-Surface Telephone 093-220-010 

Sub-Surface Water/SS/SD 093-220-010 
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Easement· Diagram 
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481sq.ft.± ·perm. Underground Area Red 
6,887 sq.ft.± Pe.rrn. Underground Area Cyan 
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Telephone 

Build & Well Area 
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Sanitary Sewer/ 
Storm Drain 

City of Millbrae, Son Mateo Co. City and County of San Francisco 

Public Utilities Commission· 
Real Estate Services 

Millbrae Corporation Yard 

Conjunctive Use Project Site 13 02/23/2015 
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EXHIBITB 

City Lease Provisions 

A. Local Hiring Requirements 

If Tenant proposes to make improvements or alterations to the Premises that exceed 
Seven Hundred Fifty Thous.and Dollars ($750,000) in cost ("Covered Alterations");unless 
otherwise exempt, Tenant shall comply with the Local Hiring Policy set forth in San Francisco 
Administrative Code Section 6.22(g) (the "Local Hiring Policy") in the construction or 
performance of the Covered Alterations. Because the Premises are located within 70 miles from 
the jurisdictional boundary of the City, the percentage requirements will apply in proportion to 
City's actual cost, if any, of the Covered Alterations compared to the total cost of the project, 
pursuant to Administrative Code Section 6.22(g)(3)(C). Before starting any such Covered 
Alterations, Tenant shall contact City's Office of Economic Workforce and Development to 
verify the Local Hiring Policy requirements that apply to the Improvements or Alteration, and 
Tenant shall comply with all such requirements. Failure to comply shall be deemed a breach of 
the Lease, and may subject Tenant to penalties as set forth in the Local Hiring Policy. 

Any capitalized term used in this Section A that is not defined will have the meaning given to 
such term in the Local Hiring Policy. 

B. Non-Discrimination in' City Contracts andBenefits Ordinance 

1. S~ction 20.10 and Exhibit F of the Lease are replaced in full with this Section B 
effective as of the Effective Date (as defined in Section 1.1 of the First Amendment to Ground 
Lease to which this Exhibit is attacl:}.ed). Section 20.10 and Exhibit F of the Lease remain 
applicable until the Effective Date. 

2. Covenant Not to Discriminate 

In the pe:r.formance of the Lease, Tenant agrees not to discriminate against any Tenant 
employee, any City employee working with Tenant. or any applicant for employru.ent with 
Tenant, or against any person seeking accommodations, advantages, facilities, privileges, 
services, or membership in all business, social, or other establishments or organiz.ations, on the 
basis of the fact or perception of a person's race, color, creed, religion, national origin, ancestry, 
age, height, weight, sex, sexual orientation, gender identity, domestic partner status, marital 
status, disability or Acquired Immune Deficiency Syndrome or HIV.status (AIDS/HIV status), or 
association with members of such protected classes, or in retaliation for opposition to 
discrimination against such classes. 

3. Subleases and Other Subcontracts 

Tenant. shall include in all Subleases and other sub.contracts relating to the Preillises 
entered into or amended on or after the Effective Date a non-discrimination clause applicable to · 
such Subtenant or other subcontractor in substantially'the form of Subsection (a) above. In 
addition, Tenant shall incorporate by reference in all subleases and other subcontracts entered 
into or amended on or fter the Effective Date thef2~gions of Sections 12B.2(a), 12B.2(c)-(k), 



and 12C.3 of the San Francisco Administrative Code and shall require all Subtenants and other 
. subcontractors under such subleases and subcontracts to comply with such provisions. Tenant's 
failme to 6omply with ttJ.e obligations in this Subsection shall constitute a material breach of the 
Lease. 

4. Non-Discrimination in ·Benefits 

As of the Effective Date, Tenant does not, and will not during the Term, in any of its 
operations in San :Francisco, on real property owned by City, or where the work is being 
performed for the City or elsewhere within the United States, discriminate in the provision of. 
bereavement leave,_ family medical leave, health benefits, membership or membership discounts, 
moving expenses, pension and retirement benefits or travel benefits, as well as any benefits other 
than the benefits specified above, between employees with domestic partners and employees with 
spouses, and/or between the domestic partners and spouses of such employees, where the 
domestic partnership has been registered with a governmental entity pursuant to state or local law 
authorizing such registration, subject to the conditi,ons set forth in Section 12B.2(b) of the San 
Francisco Administrative Code. 

5. · .Incorporation of Administrative Code Provisions by Reference 

· The provisions of Chapters 12B and 12C of the San Francisco Administrative Code 
relating to non-discrimination by parties contracting for the lease of _City property are 
incorporated in this Section by reference and made a part of the Lease as though fully set forth in 
this Amend!:nent. Tenant shall comply fully with and be ·bound by all of the provisions that apply 
to the Lease under such Chapters of the Administrative Code, including but not limited to the 
remedies provided in such Chapters .. Without limiting the foregoing, Tenant understands that 
pursuant to Section 12B.2(h) of the San Francisco Administrative Code,. a penalty of $50 for each 
person for each calendar day during which such person was discriminated against in violation of 
the provisions of this Amendment may be assessed against Tenant and/or deducted from any 
payments due Tenant. ' 

C. Notification of Limitations on Contributions 

By its execution of this Amendment, Tenant acknowledges that it is familiar with Section 
1.126 of the San Francisco Campaign arid Governmental Conduct Code, which prohibits any 
person who contracts with the City for the selling or leasing of any land 9r building to or from 
City whenever such trans~ction would require the approval by a City elective officer, the board 

· on which that City elective officer serves, or a board. on which an appointee of that City elective 
office~ serves, from making any campaign contribution to (a) the City elective officer, (b) a 
_candidate for the office held by such individual, or ( c) a committee· controlled by such individual 
or candidate, at any time from the commencement of negotiations for the contract until the later 
of either the termination of negotiations for such contract or six months a'.fter the date the contract 
is approved. Tenant acknowledges that the foregoing restri_ction applies only if the contract or a 
combination or series of contracts approved _by the same individual or board in a fiscal year have 
a total anticipated or actual value of $50,000 or more. Tenant.further acknowledges that the 
prohibition on contributions applies to each entity constituting Tenant; each member of Tenant's 
board of directors, and Tenant's chief executive officer, chief fuiancial officer, and chief 
operating officer; any_J_Jerson with an ownership interest of more than twenty percent (20%) in 
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Tenant; any subcontractor listed in the contract with City'; and any committee that is sponsored or 
controlled by Tenant. Additionally, Tenant acknowledges that Tenant must inform each of the 
persons described in the preceding sentence of the prohibitions contamed in Section 1.126. 
Tenant shall provide City-with the names of each person, entity, or committee described above. 

D~ MacBride Principles - Northern Ireland 

City urges companies doing business in Northern Ireland to move toward resolving 
employment inequities and encourages them to abide by the MacBride Principles as expressed in 
San Francisco Administrative Code Sf?ction 12F.l et seq. City also urges San Francisco 

. companies to do business with corporations that abide by the MacBride Principles. Tenant 
acknowledges that it has read and understands the above statement of City concerning doing 
business in N orthem Ireland. 

E. Bottled Drinking Water 

Unless exempt, Tenant agrees to comply fully with and be bound by all of the provisions 
of the San Francisco Bottled Water Ordinance, as set forth in San Francisco Environment Code 
Chapter 24, including the administrative fines, remedies, and implementing regulations provided 
in that statute, as the same may be amended from time· to time. The provisions of Chapter 24 are 
incorporated by reference and made a part of the Lease as though fully set forth.· 

F. Tropical Hardwood and Virgin Redw~od Ban 

City urges companies not to import, purchase, obtain, or use for any purpose any tropical 
hardwood, tropical hardwood wood product, vir:gin redwood, or virgin redwood wood product. 
Except as expressly permitted by the application of Sections 802(b) and 803(b) of the San 
Francisco Environment. Code, Tenant shall not provide any items to the construction of the 
Improvements or the Alterations, or otherwise in the performance of the Lease that are tropical 
hardwoods, tropical hardwood wood products, virgin redwood, or virgin redwood wood 
products. If Tenant fails to comply in good faith with any of the provisions of Chapter 8 of the 
San Francisco Environment Code, Tenant shall be liable for liquidated damages for each 
violation ill any amount equal to Tenant's net profit on the contract, or five percent (5%) of the 
total amount of the contract dollars, whichever is greater. 

G. Prohibition of Tobacco Sales and Advertising 

Tenant acknowledges and agrees that no advertising or sale of cigarettes or tobacco 
products is allowed on the Premises. This aQ.vertising prohibition includes· the placement of the 
name of a company producing cigarettes or tobacco products or the name of any cigarette .or 
tobacco product in any promotion of any event or p:i;oduct. 

H. . P.rohibition of Alcoholic. Beverage Advertising 

Tenant acknowledges and agrees .that no advertising of alcoholic beverages is allowed on 
the Premises. For purposes of this Section, "alcoholic beverage" shall be defined as set forth in 
California Business and Professions Code Section 23004, and shall not include cleaning 
solutions, medical supplies and other products and substances not intended for drinking. This 
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advertising prohibition includes the placement of the name of a company producing alcoholic 
beverages or the name of any alcoholic beverage in any promotion of any event or product 

I. Disclosure 

Tenant understands and agrees that the City's Sunshine Ordinance (San Francisco 
Administrative Code Chapter 67) and the State Public Records Law (California Gov't Code 
Section 6250 et seq.), apply to the Lease and any and all records, information, and materials 
submitted to the City in connection with the Lease. Accordingly, any and all such records, 
information, and materials may be subject to public disclosure in accordance with the City's 
Sunshine Ordinance and the State Public Records Law. Tenant hereby authorizes the City to 
disclose any records, information, and materials submitted to the.City in connection with the 
Lease. 

J. Food Service Waste Reduction 

Tenant agrees to comply fully with and be bound by all of the provisions of the Food 
Service Waste Reduction Ordinance, as set forth in the San .Francisco Environment Code, 
Chapter 1(,), including the remedies provided in that statute, and implementing guidelines and 
rules. The provisions of Chapter 16 are incorporated in the Lease by reference and made a part 
of the Lease as though fully set forth in this Amendment. This provision is a material term of the 
Lease. By e:;itering into this Amendment, Tenant agrees that if it breaches this provision, City 

· will suffer actual damages that will be impractical or extremely difficult to determine. Without 
limiting City's other rights and remedies, Tenant agrees that the sum of One Hundred Dollars 
($100.00) liquidated damages for the first breach, Two Hundred Dollars ($200.00) liquidated 
damages for the second breach in the same year, and Five Hundred Dollars ($500.00) liquidated 
damages for subsequent breaches in the same year is a reasonable estimate of the damage that 
City will incur based on the violation, established in light of the circumstances existing at the 
time this Amendment was made. Such amounts shall not be considered a penalty, but rather 
agreed monetary damages ~ustained by City because of Tenant's failure to comply .with this 
provision. 

K. Criminal History in Hiring and Employment Decisions 

Unless exempt, Tenant agrees to comply with and be bound l?y all of the provisions of 
San Francisco Administrative Code Chapter 12T (Criminal History in Hiring and Employment 
Decisions; "Chapter 12 T"), which are hereby incorporated as may be amended from time to 
time, with ;respect to applicants arid employees of Tenant who would be or are performing work 
at the Premises. · 

Tenant shall incorporate by reference the provisions of Chapter 12T in all subleases of 
some or all of the Premises, and shall require all Subtenants to comply With such provisions. 
Tenant's failure to comply with the obligations.in this Subsection shall constitute a material 
breach of the Lease. · 

Tenant and any Subtenants shall not inquire about, require disclosure of, or if such 
information is received; base an Adverse Action on an applicant's or potential applicant for 
employment, or employee's: (i) Arrest not leading to a Conviction, unless the Arrest is 
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undergoing an active pending criminal investigation or trial that has not yet been resolved; 
(ii) participc:ition in or completion of a diversion or a deferral of judgment program; (iii) a 
Conviction that has been judicially dismissed, expunged, voided, invalidated, or otherwise 
rendered inoperative; (iv) a Conviction or any other adjudication in the juvenile justice system; 
(v) a Conviction that is more than seven years old, from the date of sentencing; or 
(vi) information pertaining to an offense other than a felony or misdemeanor, such as an 
infraction. 

Tenant and any Subtenants shall not inquire about or require applicants, potential 
applicants for employment, or employees to disclose on any employment application the facts or 
details of any conviction history, unresolved arrest, or any matter identified in Subsection ( c) 
above. ~errant and Subtenants shall not require such disclosure or make such inquiry until either 
after the first live interview with the person, or after a conditional offer of employment. 

Tenant and any Subtenants shall state in all solicitations or advertisements for employees 
that are reasonably likely to reach persons who are reasonably likely to seek empioyment with . 
Tenant or subtenant at the Pren:iises, i:hat the Tenant or subtenant will consider for employment 
qualified applicants with criminal histories in a manner consistent with the requirements of 
Chapter 12T. 

Tenant and any Subtenants shall post the notice prepared by the Office of Labor 
Standards Enforcement ("OLSE"), available on OLSE' s website, in a conspicuous.place at the 
Premises and at other workplaces within San Francisco where interviews for job opportunities at 
th~ Premises occur. The notice shall be posted in English, Spanish, Chinese, and any language 
spoken by at least 5 % of the employees at the Premises or other workplace at which it is posted. 

Tenant and any Subtenants understand and agree that upon any failure to comply with the 
requirements of Chapter 12T, City may pursue any rights or remedies available under Chapter · 
12T or the Lease, including but not limited to a penalty of $SO for a second violation and $100 
for a subsequent viOlation for each employee, applicant or other person as to whom a violation 
occurred or continued, termination or suspension in whole or in part of the Lease. 

If Tenant has ~y questions about the applicability of Chapter 12T, it may contact the 
City's Real Estate Division for additional information. City's Real Estate Division may consult 
with the Director of the City's Office of Contract Administration who may also grant a waiver, as 
set forth in Section 12T.8. 
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950 EL CAMINO REAL 
MILLBRAE, CALIFORNIA 

GROUND LE.ASE 

__ .&!hbs 
7/25/83 

. ' 
,1 ,. . 
' ' I 

This GROUND LEASE is made as of th~s :Z.C:imday of h?Ri\... ._ 
1984, by and beto;leen the CITY AN!) COUNTY OF. SAN FRANCISCO, a municipal 
corporation, acting through its Public · Utilities Commission {the 
"Commission") ("Landlord"), and GRACE· RKT/i.IL CORPORATION, a Dela.ware 
corporation having an office at · c./o Orchard Supply Hardware, 1555 S. 
Seventh St~, San Jose, California 95112 ("Tenant"), 

RECITALS: 

This Ground Lease is made and entered on the basis of the 
following facts, und~rstandings and intentions of the parties: 

A. Landlord is the owner of all that certain 't'eal property 
("the Premises") situated in the City of Millbrae, County of San Mateo, 
State of Califo'L"nia, particularly described in Exhibit A-1 he"Ceto and 
shown on the sut:Vey attached_hereto as Exhibit A-3. 

· B. Tenant: de1!irea to leaee the Premises from Landlord in 
"as is" condition and to have the right to erect new improvements thereon. 

NOW, . THEREFORE, IN CONSIDERAT:I:ON of ·the mutual covenants and 
p't"omises herein contained, Landlord leases to Tenant, and Tenant does 
hereby lease and take from Landlord, the Premises upon the tet'llls and 
conditions hereinafter set forth~ 

ARTICLE ONE 

Definitions 

1.01. Additional Rent. The rent payable by Tenant pursuant to 
·' Section S.04 of this Ground tease, 

l.02. Annual Rent. The rent payable by Tenant pursuant to Section 
S.Ol(b) of the Ground Lease. 

1.03. Commencement Date. tJ\W • 198~. 

1.04. Development Period. The period commencing with the 
Commencement Date and exp~rLng on the first (lst) anniversary date 
thereof or the Opening Date, whichever ie 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 ~onth period thereafter. 

1.06. ~anager. The General Manager and Chief 'Engineer of the San 
Francisco Wate'L" Department. 

1.07. Mortgage. A deed of trust aa well as a mort:gage. 

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

1.09. Mortgagor, A truator under a. recorded deed of trust as lilell 
as. s roortgagor. 

I.to, Opening Date. The date on which the Tenant opens for 
business on any portion of the Premises. 
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1.11. Premises. 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 Ann~al Rent and Additional Rent to be paid 
~i Tenant under this Ground Lease. 

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

1.14. Tenn. The term of this Ground Lease ss provided in ARTICLE 
1:HREE 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 Tenn, and· 
upon the terms and conditions, hereinafter specified. 

2,02. Reservation of Easements. Landlord reserves the. following 
.easements 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 exis.ting 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 reconstruct 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 Easements. The easements reserved to Landlord 
pursuant to Section 2.02 shall be subject to the following rights and 
ob 1 igat ions: 

(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 
easement lireas 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 spa~e. roadways and landscaping (other than trees" or 
pe~ennial shrubs); 
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(b) Relocation Of Easements. Tenant shall have the right to 
replace or relocate any of: the easements; provided, however, that all 
costs of such relocation shall be borne 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 
co'nsistent . with Landlord's operating requirements as : Manager · sha 11 
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 1s underground pipelines, Tenant's use of vehicles and 
construction equipment within· 20 feet of Landlord 1 s pipelines shall be 
subject to the following restrictions: 

( i) the cover over the top of Landlord 1s pipelines must be 
at least 3 f~et; 

(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 lbs.), axles 14 .feet apart, and 
rear axle carryi~g 8 tons (16, 000 lbs.). It is Tenant's responsibility 
to provide substantiation that its equipment meets this requirement; and 

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

Improvements 
disturbed by Tenant shall be 
Tenant's expense. 

and pipeline appurtenances damaged or 
repaired and/or relocated by Landlord at 

(d) Marking Of Underground Improvements, Tenant shall use 
extreme care to· protect Landlord 1 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, pl~w 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 1 s. use of the Premises or its business 
thereon. In additiOn, Landlord shall repair any· damage which may .be done 
to the surf.ace 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 rei.ll)burse Tenant upon demand 
for, any loss, cost or expense paid or incurred by Tenant and 
attributable to any and all damage to property and injnry o'r 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, 
licensees, 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 

· COlll!Ilunication facilities. 

2.04. Grant Of Access 
non-exclusive eas.ement for the 
the Lease over a portion of 

Easement. Landlord grants to Tenant 
Term of the Lease and any Extended Term 
that certain parcel of property owned 

3 -

2243 

a 
of 
by 

.::,· .. 



,I •'I 

f· 

t .!' J I 1t I 

. ' 
. " 11 I It I ... ' " , .. , . 

. ,,. \, \ ! ... 

· Landlord and situated immediately adjacent to the Premises, said easement 
area being l1!0re particularly described on Exhibit A-2 and located within 
the area shown on Exhibit A-3 hereto and d.esignated thereon BEi "Ingress & 
Egress· Easement", 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 motor vehicles used 
in the conduct of ·business to and frOl!l the Premises onto El Camino Real 
at the signalized interse'ction. Tenant shall, at its sole cost and 
expense, . l'elocate Landlord' e autollllited entr·ance gate and security . fence 
as Manager shall direct. It is unde·rstood and agreed that the Ingress & 
Egress Easement area may be .altered or modified by mutual agreement 
between the· parties provided, however, that throughout the Tel"lll or any 
Extended Te~ Tenant shall be granted (and Landlord, its successors and 
assigns shall provide and grant to· Tenant) an a:ccess easement · of 
substantially the same sii:e and configuration and in substantially the 
same location aa the Ingress & Egress Easement shown on Exhibit A-3 
hereto. Landlord and Tenant fur.ther covenant and agree that ·each shall 
keep the Ingress &. Egress Easement area free at all times from 
obstructions of any nature (including, without limitation, parking of 
trucks or other vehicles. barricades, f~nces and landscaping) such that 
the free flow of pedestrian and vehicular traffic to and from the 
Premises and Landlord's adjacent property and the public streets through 
the Ingress & ·Egress Easement area shall at al 1 times be and remain 
unimpeded and unhllI!lpered. · 

- 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 Landlord, Tenant shall remove, 
relocate ·or reconstruct onto adjacent real property of Landlord certain 
parking lot improvements prese!ltly located on the Premises, as shown on 
Exhibit B, all in aecordance with written plans and specifications of 
Landlord and in a manner reasonably satisfactory to Landle>rd; provided, 
however, that the cost of such 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 diBrupt parking facilities required for employees and 
invitees of the Water Department, nor shall ingress to or egress from 
such parking facil~ties be· obstru.cted. Landlord shall remove the newly 
installed chain link fence -along the frontage af the Premises prior to 
the Construction Period and Landlord shall retain possession of the 

.fencing materials, ' Tenant may demolish and remave all nther 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 esti111B.te 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· shall 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 
psy to Tenant the amount thereof which exceeds the Cap Price at the time 
and as provided hereinbelow; or 

(ii) Modify the plans and specifications for such relocation 
work, and resubmit the same to Tenant to obtain a new construction price 
n·ot exceeding the Cap Price. 

If Landlord shalr 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 relocation work 
s.nall. exceed the Cap Price, as hereinafter provided.· Within thirty (30) 
daya after completion of such relocation wo:tk, 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 
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relocation work in accordance with Landlord' a pla'na and specifications., 
i:ocluding the computation of coats in excess of the Cap Price which are 
to be paid by Landlord. Within thirty (30) days after the delivery of 
said statement· to Landlord, Landlord shall reimburse Tenant for the cost 
of completing such relocation work in excess of the Cap Price. If 
Landlord shall fail to reimburse T.anant. as herein provided within said 
thirty (30)· day period, then Tenant· may, at its option, deduct such 
amoul\t from the next due and succeeding payments of Minimum Annual Rent 
and other charges payable by Tenant to Landlord under this Lease, 

2. 07 • Maintenance of Ingress · t. Egress Easement .Area, Tlrrougbout 
the tenn of this Lease and any extensions thereof, Tenant covenants and 
agrees to maintain and repatr the. ·Ingress & Egress Easement area in good 
oi-der and condidon including• but not limi~ed 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 .. ob~igated to repair· or replace any portion of the 
Ingress & Egress Easement area, the damage to which was caused by 
Landlord, its employees, agents, officers, licensees, invitees or 
contract;qrs 1 or with respect to any repair or replacement required as a 
result of the faulty or defective c~>nstruction of any portion of the 
Ingress & Egress Eae.ement area (and Landlord agrees to repair and/or 
replace the same). If Tenant shall fail to make or perform any of its 
maintenance ob.ligations 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, Tenant 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 
waiving 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 any 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. lf Tenant shall fail t:o reimburse 
Landlord upon demand for any amount paid for the account of Tenant 
hereunder, said 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 Te.rm. The Term shal 1 c.onnnenc17 on the ColIDDencement 
Date and shall ~xpire at the hour of 12:01 A.H. on the thirtieth {30th) 
anniversary of the Connnencement Date unless (i) the Term is extended in 
accordance with the provisions of Section 3.02 or (ii) earlier terminated 
as he~einafter provided. 

3.02. Extended Term. Subject to all of the provisions of this 
Ground Lease including, without limitation thereto, the provisions for 
the adjustment and re.11.ppraisal of Rent in ARTICLE FIVE., Tenant may; at 
Tenant's option, extend the Term for two (2) additional ten {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.H. on the tenth (10th) anniversary of 
the date of commencement of each Extended Term, unless earlier terminated 
as hereina._fter provided. 

(a) Conditions Precedent To Options To Extend • 
Tenant• s r-ight to exercise the opt ion to extend for an Extended Te= 
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 ex.ercise of the option is 
given to Landlord, and (ii} on the last day of the Initial Term (or the 
next preceding Extended TeTin). 

(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 notice that Tenant has 
irrevocably elected to extend the Term. in accordance· with the provisions 
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of this Sect.ion 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 •. {a) Amount. On or before the Commencement Date, Tenant 
shall pay to Landlord as initial security 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). In 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 national or California bank 
having at least one branch office withii;t the City and County of San 
Francisco, a confirmed irrevocable letter of credit in favor of the City 
and County of San Francisco, a municipal corporation, 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 enti?="e 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 General 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 !Jse, 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 
Land1ord 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 thirty (30) days after written demand 
therefor, deposit cash with Landlord in an amount sufficient to restore 
and maintain the security deposit at its original a111ount, 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 
letter 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. ~n the event of any such nonextension, Tenant shall 
repl~ce said letter of credit at least ten (10) days prior to expiration, 
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 repla~ement of the letter of credit. 

4.02. Surety Bond. In lieu of the cash security deposit and/or 
letter of credit hereinabove provid.ed, "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 fuH ·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 perfo.rmance 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 ren~s, 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.-
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ARTICLE FIVE 
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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 ahall pay Landlord as Annual Rent the sum of ·Twelve 
Thousand Six Hundred Dollars ($12,600.00). 

(b) ·Annual Rent. Commencing with the end of the Development 
Period end continuing during the Term and any Extended Term, Tenant shall 
pay Landl.ord as Annual Rent the sum of One Hundred Fifty Thousand Dollars 
($150,000.00), ·subject to Ci) periodic adjustments as provided in 
Section 5.01.(c) below and (ii) the optional appraisal provided in 
Section 5.0l(d) below. 

(c) Adjustment to Annual Rent. 

(1) Ad justed Amount. Except as otherwise provided in 
Section 5.0l(d) below, the Annual Rent shall be adjusted (subject to the 
limitations 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 S.Ol(c)(2) 
below. For purposes hereof, the. terms "Consumer Price Index", "CPI", or 
"Index", shall mean the Consumer Price Index For All Urban ConsUlllers, San 
Francisco/Oakland Metropolitan Area, All Items Series A, based on the 
year l967=100, published by the" United States Department -0f 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 las"t pubtished 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 pt'io~ to 
the fifth (Stb.) anniversary of the Commencement Date. The Annual Rent 
for. the five (~) year period commencing with the fifth (Sth) anniversary 
of the Commencement Date shall be the amount equal to the sum of: (i) 
the Initial Ai;inual · Rent set forth in Section S.Ol(b); plus (ii} · the 
amount derived by multiplying ·said Initial Annual Rent 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 th,at if the above calculation 
of CPI adjustment results in an adjusted Annual Rent. which exceeds the 
Initial Annual· Rent set forth in Section S.Ol(b) by 3at or more, "then the 
Annual Rent for said five (5) year period cODilllencing with the fifth (Sth) 
anniversary of the Commencement Date shall be 130% of the Initial Annual 
Rent set forth in Section 5.0l(b), and provided further that Tenant may, 
at its option, e_lect to have the Annual Rent for said five (5) year 
period established pursuant to the optional appraisal procedures set 
forth in Section S.Ol(d) hereof. 

(b) The second such rental adjustment shall be made 
for purposes of -ealculating the Annual Rent for the five ·q) year period 
CO!lllllencing on the tenth (10th) anniversary of the Commencement Date. For 
such purpose, the Beginning Index Figur~ 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 
imµiediately prior to the tenth (10th) anniversary of the Commencement 
Date. The Annual Rent for the five (5) year .period commencing 'IJith the 
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tenth. (10th) anniversary of the COllllllencement 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 Beg.inning 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 c~lculation 
of CPI adjustment results in an aajusted Annual Rent which exceeds the 
Annual 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) anniversary of the Commencement Date shall be 130% 
of the Annual Rent payable during the tenth (10th) Lease Year of the Term. 

(c) The thir~ 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 Arljustment Date Index 
Figure shall be the figure for the Consumer Price Index last published 
immediately prior to the fifteenth (15th) anniversary of the Commencement 
Date. The Annual Rent for foe 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) Lease 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 tpe Term by 30% or more, then the Annual 
Rent for said five ( 5) year period commencing vi th the fifteenth (15th) 
anniversary of the Co1;11J11encement Date shall be 130% of the ·Annual Rent 
·payable during the fiftee.nth (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 
published innnecfiately prior to the twentieth (20th) anniversary of the 
Commencement Date. The Annual ·Rent for the five (5) year period 
commencing with the twe.ntieth (20th) anniversary of the Commencement Date 
sh!l-ll 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 Yea.: 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 Begillnrng Index Figure, provided, however, 
that in no ev~nt 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 more, then the Annual 
Rent for said five (5) year period commencing with the twentieth (;10th) 
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_5.0l(d) hereof. 

(e) The fifth such rental adjustment shall be made 
for purposes of calculating the Annual Rent.for the five (5) year period 
col!DDencing .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 innnediately prior to the 
twentieth (20th) anniversary of the Commencement Date, and the Adjustment 
Date Index Figure shall be the figure for the Consumer P.rice Index last 
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published immediately prior to the twenty-fifth (25th) anniversary of the 
Commencement Date. Tiie 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 Yeat: 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 fraction, the numerator 
of which is the· 'AC!justment Date Index Figure less the Beginning Index 
Figure, and the denominator of which ·is the ~inning 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 Tei:m by 3a:t 
or more, then the Annual Rent 'for aaid five (5) year period commencing 
with the twenty-fifth (25th) anniversary of the Commencement Date shall 
be i36'.t 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 05th) 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. Ol(e) hereof with the Appraisal Date referred to 
therein being the twenty-ninth (29th) anniversary of the Connnencement 
Date. This adjustment to fair market rental commencing upon the 
thirtieth (30th) annivers<1cy 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 last 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 
Connnencement Date shall be the amount equal to the sum of: (i) the 
Annual Rent payable during the thirty-fifth (35th) Lease Year of the 
Tenn; plus {ii) the amount derived by multiplying the Annual Rent payable 
duri~g the thirty-fifth (35th) 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 abov:e calculation 
of CPI adjustment results in an. adjusted Annual Rent which exceeds the 
Annual Rent payable during the thirty-fifth (3-Sth) Lease Year of the Term 
by 30% or more, then the Annual Rent for said five (5) year period 
commencing with the thirty-fifth (35th) anniversary of the Cotmnencement 
Date shall be 130% 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 tepn of this Lease pursuant to Section 3. 02., then an eighth and a 
ninth rental 11djustment 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 
cormnencing 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. Ol(e) hereof with the Appraisal Date referred to 
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therein being the thirty-ninth (39th) anniversary of the Commencement 
Date. This adjustment to fair market rental commencing upon the fortieth 
(-40th) anniveraacy of the Commencement Date shall be mandatory and Tenant 
ahall not have the option of a CPI adjustment. 

Cip '.For purposes of . calculating the Annual 
Rent for the. five year period commencing on the forty-fifth (45th) 
anniversary of the Cemmenc~ent Date, the· Beginning Index 7igure shall be 
the figure for the Consumer Price Index last published illllllediately prior 
t:o 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 (45th) 
anniversary of the Commencement Date. The Annual Rent for the five (5) 
year period commencing with. the fe>rty-fifth (45th) anniversary of the 
Connnencement Date .shall be the .amount equal ta the sum of: (i) the 
Arinual Rent payable during the forty-fifth (45th) Lease Year of the Ter111; 
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 Adjustme~t Date Index Figure ~ 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 forty-fifth (45th) Lease Year of the Term by 30% 
or more, then the Annual Rent for said five ( 5) year period conunencing 
with the forty-fifth (45th) anniversary of the Commencement Date shall be 
13.0%. of the Annual Rent payable during the forty-fifth (45th) Lease Year 
of the Term. 

(3) Payment of Adjusted Annual. Rent. Folloving eacq 
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 LandlorP. '.a notice 0£ 
Landlord's determination of adjusted Annual Rent, Tenant shall pay 
Landlord adjusted Annual Rent at th.e rate determined pursuant to Section 
5.0lCc) (2), subject to the provisions of Section 5.0l(d)(J). In addi
tion, aubje.ct to the provisions of Section 5.0l(d)(3) hereof, if the 
monthly installments of adjusted Annual Rent payable by Tenant as 
determined pursuant to Section 5.0l{c)(2) shall be increased over the· 
monthly installments 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 adjusted 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 
5.0l(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 receipt of Landlord's notice of Landlord's dete~i
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) anni'versaries of the Commencement Date (each being 
referred to as an "Appraiaal Date'') i:o an amount equal to the fair market 
rentsl of the Premises, exclusive of Improvements, as of the Appraisal 

·Date, or the amount payable pursuant to Section 5.0l(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. 

I 

(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 aiijusted by appraisal pursuant to 
Section 5.0l(d)(l) above, 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 
appropr~ate amount of the appraised Annual Rent to arbitration in 
accordance vith the provisions of Section 5.02 by giving Landlord the 
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notice required by Section 5.02(a) within twenty (20) days ~--er receipt 
of Landlord 1 a written determination. If Tenant does not submit 
Landlord' e detenninetion of the appropriate 11111ount of appraised Annual 
Rent to arbitration within the required period, Landlord's determination 
ahaU be final. The decision of the arbitrators shall be final; 
provided, however, that in no event shall the Annual Rent be leas then 
the amount stated in Section 5.0l(b). 

(3) Payment. If Tenant shall exercise its option under 
Sec.tion 5.0l(d)(l) hereof, Tenant shall \:Ontinue 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 ~nual Rent. · Commencing upon the first 
day of the month next following Tenant 1 s receipt of Lend lord's notice of 
Landlord'~ determination of appraised Annual Rent, Tenan!= shall pay 
Landlord adjusted Annual Rent at the rate determined pursuant to .. Section 
5.0l(d) (2.) or et the rate determined ·pursuant to Section S.Ol(c)(2.), 
whichever ie less, but in no event less than the Annual Rent specified in 
Section 5. 01 {b). In addition, if the monthiy 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 Tenant's receipt of Landlord's 
notice of Landlord's determination of appraised Annual Rent, Tenant shall 
also pay to Landl.ord an amount equa·l to the difference, if any, between 
the monthly installments of Annual Rent determined ·pursuant to Se,ction 
5.0l(d)(2) or et the rate determined pursuant to Section 5.0l(c)(2), 
wh'ichever is less, and the monthly installments of Annual Rent paid by 
Tenant from the applicable Appraisal Date to the first day of the montli. 
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. Ol(d) (2), then 
Tenant shall continue to pay Annual Rent at the rate applicable to the 
preceding period until such time as the arbitratora render their written 
determination of appraised Annual Rent. CoDDllencing upon the first day of 
the month next following the date the arbitratprs 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. O,l(c) (2.) 1 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 monthly installments 'payable by Tenant 
for the preceding period, then on the first day of the month next 
fol lowing 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 detennined 
pursuant to Section S.Ol(c)(2), whichever is less, and the monthly 
installments of Annual Rent paid by Tenant from .the applicable Appraisal 
Pate to the first day of the month next followirig 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. Ol(d)( 2) or by arbitration pursuant to Section 5.02 shall be less. th?n 
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 1 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 ex;cess 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 Ren~ as determined pursuant hereto. 

(4) Independent 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 election with respect to 
any subsequent Appraisal Date. 
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.~J Base For Future Adjustments. Once Annual Rent has 
been determined by appraisal, the Annual Rent ao detet:mined shall then 
become t"he Annual Rent for determination of future adjustments pursuant 

. to Section 5. Ol(c) (2) lolhich shall apply thereafter until such time as 
Annual Rent is again subject to adjustment to fair market rent s provided 
herein. 

(e) Annual Rent for Extended. TeP!ls. 

{l) Determination. Detei:mination of fair market rental 
shall be based on the highest and best use of the he.mises 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 arbitration in accordance with the provisions of 
Section 5,(}2 by giving Landlord the notice required by Section 5.02(a) 
.n:thin twenty (20) days after receipt of Landlorrl's written 
determination. If Tenant does not submit Landlord's determination of the 
appropriate amount <>f appraised Annual Rent . to arbitration within the 
required period, Landlord's "detenuination shall be final. The decision 
of the .arbitrators shall be final; provided, however, that in no event 
shall the Annual Rent be less than the amount stated in Section 5.0I(b). 

{2) Extension of Term and Option Notice Period. In the · 
event 'Landlord ehall fail to submit its deteL111ination of appraised Annual 
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 election to 
extend the Te:i:m pursuant to Section 3.02(a)(2) hereof, "or·if the matter 
of appraised Annual Rent shall have been submitted to arbitration 
pursuant to Section 5.0l{e)(l) 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 l'.!lUSt 
deliver notice to Landlord of its election to extend the Term pursuant to 
Section 3.02(a) (2) hereof,. then and iri any such event, the Initial Te.rm 
or the preceding Extended Ter111 1 as the case may be, and the date by 'Which 
Tenant must deliver -notice to Landlord of its election to extend .the Tenn 
shall each be automatically extended one (1) day for each day of any such 
delay. 

. (.1) Payment •. Tenant shall continue to pay Annual Rent 
at the rate applicable to the preceding period until such time as 
4'ndlord shall deli'<rer to Tenant written notice of l.andlord 1 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 1 s notice of Landlord's determination of appraised 
Annual Rent, Tenant shall pay Landlord appraised Annual Rent at the rate 

·determined pursuant to Section ·s.01CeHl). In 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 Tenant' a receipt of 
Landlord's notice of Landlord's determination of appraised Annual Rent, 
Tenant shall als() pay to . Landlord an amount equal to the difference, if 
a.ny, bett.ieen ·the monthly installments of Annual Rent determined pur:suant 
ta Section 5,0l(e) (1) and the monthly installment.a 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 th.e foregoing, 
if Tenant elects to submit the question of the appropriate amount of 
appraised Annual Rent to ar-bitiation pursuant to Section 5.0l(e)(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. Commencirig upon the first day of 
the month next following the date the arbitrators shall render their 
written det~t:n1ination of appraised Annual Rent, Tenant shall pay Landlord 
appraised Annual Rent at the rate determined by the arbitrators. In 
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 detenni
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 monthly . allments 
of Annual Rent determined by the arbitrators and the monthly installments 
of Annual IWnt paid by Tenant frDlll the apJ:>licable Appraislll Date to the 
first day of the ·1110nth next following the date the arbitrators shall 
render their 11ritten determination of apprai&ed Annual Rent. Anything 
herein contained to the contrary·notwithstanding, if the amount of Annual 
Rent determined by appraisal pursuant to Section S.Ol(e}(2) or by 
arbitration pursuant to Section 5.02 shall be leas 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 ncttice of Landlord's determination of appraised Annual 
Rent or the date on which the arbitrators shall render their v:dtten 
determina.t.ion of appraised Annual Rent, as the case JDaY be, Tenant iuay 
deduct ft'Olll the next and succeeding inst.allments of Annual Rent due, an 
amount e'lual to the excess of the monthly installment.a of Annual Rent 
already paid frOJll the applicable Appraisal Date to the date of 
determination as aforesaid over the mnount of appraised Annual Rent as 
determined pursuant hereto. 

(f) Time Place a.nd Manner of Payment of Annual Rent. Annual 
Rent fo-i: each yaar · of the Term shall be paid in lawful money of the 
United States in equal monthly installments. in advance on the first day 
of each calendar 1110nth at the office of the Chief Accountant,· San 
Francisco W11ter pepartment, located at 425 Mason Street, San Francisco,. 
California 94101 .Cor 'such other place as Landlord may designate in 
...-citing) commencing with the first day of the first full calendar month 
during which the Development Period ends. If the Development Period ends 
on any day 0th.er 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 fo:r 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 Inde~. 

(l) If the Index is changed at any time during the Term 
so that the b.ase year differs from that used to compute tne Beginning 
Inde~ Figure, the Inde~' shall be converted in accordance with the 
conversion factor published by the United States Oepartment of Labor, 
Bureau of Labor Statistics. 

(2) If the Index is discontinued or revised during the 
Tenn, such other government index or computation which replaces it shall 
be used tn 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 to the next Adjustment Date, the 
appropriate substitute index or computation shall, on application of 
either party, be detei:mined by the chief officer of the San Francisco 
Regional Office of the Bureau of Labor Statistics or its successor. 

5.02. Determination of Fatr Market Rental by Arbitration. If 
Tenant disagrees with any determination of fair market rental made by 
Landlord unde-i: Section 5.01, Tenant shell 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 rental, Tenant· shall give 
Landlord written notice of intentio~ to arbitrate, euch notice ta.specify 
the name and addre!l'.ll of the person designated to act as arbitrator on 
Tenant's behalf. The party so designated shall be qualified as provided 
in~ Section 5.02(d). Failure to give wz:itten nocice as above provided 
within such twenty (20) day period ahall constitute an acceptance of 
Landlord's deterll!ination of fair market rental. 

(b) . If ·Landlord is not willing to have the is1me of fair 
market rental determined solely by the arbitrator selected by Tenant, 
tb"en Landlord shall so notify Teo.ant in writing within ten {10) business 
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days aft:er receipt _,; 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 arbitrator and in such 
case both Tenant's arbitrator and Landlord's arbitrator shall jointly 
detennine the fair market rental in accordance 'with thia Section 5.02, 
subject, bol;'ever, to the appointment of a third arbitrator purs~ant· to 
Section 5.02(c) hereof. The person so designated by Landlord B"hall 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 fo.rth above shall constitute agreement to have the issue of 
fair market rental detet"ll!ined by the person designated by Tenant. 

(c) If the issue of fair market: rental is to be detei;mined 
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 expiration of the period of appointment of the 
second arbitrator pursuant to. Section 5.02(b). If two arbitrators are 
selected, the arbitrators shall meet within ten (10) business days after 
appointment of the second arbitrator and attempt to agree upon the issue 
C!f .fair market rental to be determined, If the two arbitrators are 
unable to agree upon the question in issue within ten (10) business days 
after the first meeting, they shall appoint a third arbitrator who shall 
be s competent;: and impartial person qualified to act in accordance with 
the provisions of Section 5,02(d}. In the event the two arbitrators are 
unable to agree 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, ms.y 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 \Ii.th the provisions of Section 
5. 02(d) and the other party shall not raise any question as to · the 

, judge' e full power and ju;isdiction to entertain the application and make 
the appointment. Tue three (3) arbitrators shall decide the dispute (if 
it has not previously been resolved) by following the procedure set forth 
in Section 5.02(g). 

(d) All arbitrators shall be qualified M.A. I. real estate 
appraisers familiar with the fair ma-rket: value and rental of properties 
similar to the Premises in the County of San Mateo who could be qualified 
as expert 'llitnesses, over objection, 'to give opinion testimony addressed 
to the issue in a court of competent jurisdiction. 

{e) In the event of the failure, refusal or inability of any 
arbitrator to a.et, 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 
written decision within ten C 10) business days aftel;' the appointment of 
1t;he third arbitrator. A decision in which any two arbitrators concur 
shall in all 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 f~e and expenses of the third arbitrator, if any. Each 
party shall pay the ~ees and expenses of its attorneys and, any witness it 
may call. 

{f) The arbitrators shall have the right to consult experts 
and competent at.tthodties 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 decis.ion to each par·ty. 

(g) Where an issue cannot be resolved by agreement bet-ween 
any t-wo arbitrators, of by. settlement between the p!irties 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 rentHl and the rea1rnns therefor and give counterpart copies to 
each party and each.of the other Hrbitrators. The third arbitrator shall 
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arrange for a sitnui. .• eous exchange of the proposed resoluf i. The 
third arbitrator shall select which of the two proposed resoh ns 111ost 
closely approximates his determina:tion of the issue. the third 
arbitrator shall have' no right 'to propose a middle ground or any 
modification of either of the two proposed resolutions. The resolution 
which ·the third arbitrator selects shall constitute the decision of the 
arbitrators and shall be final and binding upon the parties. 

{h} The judgement or the ato'ard rendered in any a:rbi.tration 
initiated and conducted in accordance with 'this Section 5. 02. may 'be 
entered in any court of competent jurisdiction and shall be final and 
binding upon the parties. The arbitration shall. be conducted and 
deteT111.ined in the.City and County of San Francisco in accordance with the 
then prevailing commercial arbitration rules of the .American Arbitration 
Association or its successor except as 111odified to conform to the 
foregoing. 

5. 03. Late Charges. Tenant recogni:r.es that late payment of ·any 
Rent or other· sum due hereunder from Tenant to Landlord will result in 
administrative 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 rel!l8:ins unpaid ten (10) days after said 
amoui:tt is due, the a1DOunt of such unpaid Rent o.r 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) •. In addition, Tenant shall pay 
interest on the amount of unpaid Rent or other payment at a rate of five 
percent (5'%) per year above the prime rate then charged by the 'Bank of 
America of San Francisco, ·California or a successor comparable ba~k or at 
the ma-ximum rate permitted by law, whichever. is lower, for each day the 
~ent or other payment is delinquent. The amount of the late charge to be 
paid Landlord by Tenant on any unpaid Rant or other payment plus any 
accrued interest shall be Additional Rent payable by Tenant with the next 
li'uceeeding instal:hnent of Rent. Tenant agrees that such amount is a 
reasonable estimate of the loss and expense to be suffered by Land.lord as 
a result 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 o-r 
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) Percentage Rental. From and after the Commencement Date 
and continuing during ·the Term, Tenant shall also pay as Additional Rent 
to Landlord, without aba,tement, deduction or offset, the amounts 
specified on the Percentage Rent Schedule attached hereto, marked 
Exhibit D and incorporated h~rein by this reference, as applied to "Gross 
Revenues" as therein defined. 

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

(c) Annual Statement. · Within sixty (60) days after the 
close of each Lease Year, Tenant shall furnish to La11dlord a statement 
certified as correct by an officer of Tenant' e Orchard Supply Hardware 
di.vision setting forth the Gross Revenues made in, upon or from the 
Premises for the preceding Lease Year (hereinafter saia annual statement 
ill t:eferred · to as the "Annual Statement"). Contemporaneously with the 
delivery of such Apnual Statement, Tenant shall pay to Landlord the 
Percentage Rental, if any, due fo.r the preceding Lease Year aa calculated 
in accordance with the Perce~tage Rent Schedule attached hereto as 
Exhibit "D". In addition to the foregoing Annual Statement:, within sixty 
( 60) days after the expir_ation of Tenant' B fiacal year, tenant shall 
furnish to Landlord a statement duly certified by a certified public 
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accountant appro' ·by Manager· (which approval shall not l: 1reasonably. 
withheld) settin, .'.lrth the Gross Revenues 1118de in, upon· or from the 
Premises during such fiscal year. Landlord acknowledges that: Tenant 1 s 
fiscal year may not coincide with the Lease Year established hereunder 
and that the figure for Gross Revenues set forth in the Annual Statement 
may not·· be the eame as the figure for Gross Revenues set: forth in the 
statement of Gross. Revenues fol;' Tenant 1 s fiscal year, it being understood 
and agreed that the detet'lllination of Percentage Rental hereunder shall be 
based upon Gross Revenues as set forth in the Annual Statement and that 
the subiu:!.ss.ion of t:he additional annual statement for Tenant's fiscal 
year is for information purposes only and shall not increase or othe:rwise 
affect Tenant's obligation to pay Percentage Rental hereunder •. 

(d) Audit: of Gross Revenue Statements. If Tenant shall at 
any time cause a separate audit of. Tenant's business conducted in or upon 
the Premises to be made by a certified public accountant, Tenant shall 
fu-rnish Landlord with a copy of said audit without any cost or expense to 
Landlord. Tenant agrees that. it will keep all source documents 
supporting its records of Gross Revenues applicable to each Lease Year 
for a period of twenty-four (24) months following the expiration of each 
Lease. Year and tb~reafter will retain summary financial statements 
(including, but not limited to, ledgers and journals) for an additional 
twelve (12) months. Tenant further agrees that Landlord or the agents or 
representatives of Landlord may annually inspect Tenant 1 s records of 
Gross Revenues, such inspection to be conducted at the accounting offices 
of Tenant'.s Orchard Supply Hardware division, wherever such offices are 
now or 'hereafter located, provided ouch inspection is made within 
thirty-six (36) months after the ·Annual Statement of Gross Revenues is 
mailed or delivered by Tenant to Lsndlord and such inspection shall be 

. limited to the period cove·red by such Annual 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' e 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%) 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 ~fter the date when such 
Annual Statement of Grose Revenuee is mailed or delivered to Landlord, 
shall be deemed and hereby is waived by Landlord. 

(e) Confidenti.al.ity 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 
auditors, (iii) to bona fide lending iristitutions and/or purchasers, (iv) 
in judicial or arb.itretion proceedings, or {v) in response to a valid 
subpl'ena. 

5. 05 Net Lease.. The Rent payable by Tenant hereunder shall be 
absolutely net to Landlord. Except as otherwise expressly provided 
herein, Tenant shall pay and discharge· ~ithout abstement, set-off, 
deduction or defense, all taxes, assessments, 'insurance premiUllls, 
construction costs, ope.rating 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 
activities conducted thereon. 

ARTICLE SIX 

Taxes,· Assessments and O.ther Expenses 

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

(a) All real · property and possessory intere!!t taxes, 
personal property taxes, general and special assessments (including, 
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without limitatio,. chereto, assessments for benefits from i .c works or 
improvements, whether or not begun or completed prior to the ~·ommencement 
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 otmer 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 
Collllllencement 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 prop1?rty or to other kinds of income; and (b) the 
amount of such replacement taxes shall be detennined 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 liable for such in.stal.lments of assessments due 
during the term hereof; 

(c) Any gross receipts or similar taxes. le"[ied 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 1f 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 on 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 connected 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 construction,. 
possession, ownership, occupancy, operations, use, management, 
maintenance, repair, restoration, reconstruction pr replacement of the 
Premises or any part thereof. 

Tenant acknowledges and understands that this Ground Lease 
will create in Tenant a ·possessocy 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 esta~e 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. taxe..s, 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 snd Related Taxes. Nothing 
herein contained shall impose upon Tenant the obligation to pay any 
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franchise, coi._ .• te, estate, inheritance, succession,·- _dpital levy, 
transfer or other tax imposed upon Landlord and measured by Landlord 1 s 
net income or revenue, or a formula derived therefrom, other than taxes 
levied on, assessed against or measured solely by "gross receipts" 
consisting of the Rent, subject to the provisions of .Section 6.0l(c.)· 
above. 

· 6.03 Proration of Rent11. All taxes, assesB!llents,- levies, fees and 
other charges levied on, or assessed against, the Premises shall be 
prorated and apportioned between Landlord and Tenant for the tax year in 
which the Term coimnences and for the tax year in 11hich 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, asses811lent 1 levy, fee or other 
charge payable in _whole or in part by Tenant hereunder• or to seek a 
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 
Eiave Landlord harmless from and shall protect the Premises from, any 
lien, claim, demand, loss, cost, liability or expense arising therefrom. 
In the event Tenant undertakes any such contest, l'enant may withhold or 
defer payment or pay under protest:; provided, however, the prior to 
deHnquency Tenant shall deliver to landlord a bond in an amount equal to 
one hundred fifty percent (150%) of the coQtested charge together· with 
the estimated amount of fines, interest, penalties and other charges 
which may 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, liability Ot" .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 result 
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 impit'ovements as 
Tenant may desire and to alter, modify, remove and replace the same at 
Tenant's discretion, subject to the other provisions herein contained, 

7. 02 Condition of the Pt'emises and Right to 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 governmental actions or 
approvals 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 us-e, ·the Premises including, without 
limitation thereto, the condition of the soil or subsoil, the, condition 
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 l'iemises or potentially affecting the condition or use of the 
Premises. Any representation or warranty of Landlord as to- any matter 
affect·ing the conditions or use of the Premises, whether e'.x;press or 
implied, is negated 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 t.o the 
contrary notwithstanding, if Tenant is unable to· obtain building permits 
for ·construction of its intended buildings and improvements 'liithin 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·~ .. outside sales area, nursery 110.d pick-.· area, then 
Tenant, at any time thereafter, may, at Tenant's option, I .· .nste this 
Lease by written notice. to Landlord, provided; however, \ .•. dt in auch 
event, Landlord shall be entitled to retain the $12,600 depo1;it 
heretofore paid to Landlord pursuant to that certain J:nvitatian to Bid 
for development and operation ·Of the .P:t'emis~s and submitted to Landlord 
on or about October 5, 1983. 

7.03 PeTmit ·Applications. In connection with Tenant's .application 
for pe:rmit or· permits to the City of Millbrae and other appropriate 

·<igeneies. pursuant to Sectioµ 7. 02(d), Landlord agrees to cooperate and 
join with Tenant in a-pplying for such pemt or pemits, wherever auch 
action ie ·necessary and required by. law; provided, havevet:, that Tenant 
shall indemnify and hold Landlord haTmleas ft:om any costs or e~penses in 
connection therewith. Notwithstanding anything to the contrary het:ein, 
Landlord shall not be ob;tigated 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 Against Cost or Claim. 

(a) Payment; Contest 'of Lien; Indemnity. Tenant shl!-11 pay 
or cau11e. ta he paid the total cost and expense of all "works of 
improvement," as that phrase is defined in California Civil Code Section 
3106 or· any comparable statute in effect when the work begins, undertaken 
upon the Premises. Tenant shall not suffer or permit to be enforeed 
against the Premises• or any pa.rt thereof; any mechanic's, material111an' s, 
cootractor's or subcontractor's lien arising· from any such work of 
impro..rement. However. Tenant ·may in good faith and at" Tenant's sole cost 
and expense conte!lt the validity of any asserted lien, clain1 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 perfomed on the 
Premises 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) Landloi:-d 's Right to Pischarge Lien. If Tenant has not 
recorded the bond described in California Civil Code Section 3143 or 
otherwise acted to protect the Premises under any alternative or 
successor statute. and if a final judgment ha.a been rendered against 
tenant ·by a court of competent jurisdiction for the foreclosure of a 

·mechanic's materialman's. contractor's or subcoutt"actor's lien claim, and 
if Tenant h.as failed to stay the: eJCecution of the judgment by lawful 
means or to pay the judgment, Landlord shall have the right, but not the 
duty, to pay or otherwise discharge, stay, or prevent the execution of 
any 8'1Ch judgment Gr 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 (~) per year above the prime rate then cha?:ged by 
the Bank o.f America at San Francisco,· Cdifornia or a successor or 
comparable bank, or at: the maximum ratia permitted by law, 'Whichever is 
lower, shall be deemed to be Additional Rent payable by Tenant with the 
next succeeding installment of Rent. Na such payment or act of discharge 
shall constitute a waiver of default 1 or of any right or :remedy for 
default, by Landlord, or render Landlord liable for any lose ta· damage 
arising therefrom. 

ARTICLE EIGHT 

Use of Demised Premises 

8.01. Purposes. The Premises may be. used for a.ny lawful purpose. 

8.02. Ccinpliance with Laws. At its sole cost. and expense Tenant 
ehall comply, and sha.11 cause the Premises to comply, with the b.ws, 
statutes, ordinances, orders, rules, regulations and requirements of the 
federal, state and City govermmmts, and all appropriate departments, 
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collllllission, be. , and officers thereof, which affect the- .f'i;emisea. the 
imptov.em~mts t .•. -ceon, or any part thereof, wl:tether ordinary or 
extraordinary, including those which requit'e rhe 1'!18.king of any 
structural, unforeseen or extraordinary changes. whether presently within 
the ~ontemplation of the parties or constituting a change of governmental 
policy, and irrespective of cost. 

8.Q). Con.test of Laws. Tenant shall have the "right at ita sole 
cost and expense to contest the validity of ~ny 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 11hs.ll 
defend and indemnify Landlord against, and hold Landlord harmless fr0111, 
any and all liability, loss, coat, dsmage, injury or expense (including, 
without: limitation thereto, .attorneys' fees and litigation costs) which 

.Landlord ID.liY sustain or suffer by reason of Tenant's .failure or delay in 
complying with, or Tenant's contest of, any such law, stattlte, ordinance, 
orde.-r, rule, regulation or requirement. Landlo_rd $hall hav-e the right, 
but not the obligation, to contest by ap~ropriate proceeding, at 
Landlord's expense, any such law, statute.ordinance, rule, reg'Utation or 
requirement. · 

8.04. No Abatement of Rent. Tenant shall not be entitled to any 
abatement, diminution, reduction or postponement of .Rent as a consequence 
of lose cauaed by any present or future laws, atatute..s, rules, 
require111ents, ord~r, directions, ordinances or regulations of the 
federal. state or city goverrnnents, or of any other causes beyond the 
control of Landlord, except as expressly otherwise provided herein • 

.ARilCLE NINE 

Assignnten: 

9.01. Definitions. All used in this ARTICLE NINE, the following 
terms shall have the following meanings: 

(a) "Assignme.nt" shall . include, withoJJt 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 thet.<eon, whether voluntary or ·involuntary, and whether by 
operation of 1.aw or otherwise. The tenn "assignment" shall also include 
any tranafer, or the aggregate transfer, during the Term, of the 
ololtlership 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 n10re than fifty percent (5W:) of the value of the assets of Tenant, or 
(iii) if Tenant is a corporation with fe\ler than five hundred (500) 
shareholders, the as.le or other transfer of a controlling percentage oj: 
the capital stock of Tenant. "Controlling percentage" means the 
ownership of, and the· right to vote, stock possessing at least fifty 
percent (50%) of the total combined voting· power of all classes of 
Te.nan!: 1 !l capital et:ock i.BS\led, outstanding and permitted to vote for the 
election of directors; 

( :Z) if Tenant is· a trust, the transfer of more than 
fifty percent (50%) of the beneficial interst of Tenant~ or the 
dissolution of the t:rust; 

(3} i£ Tenant is s. partnership or joint venture, the 
withdrawal, of the transfer of the interest, of any genex:sl partner or 
joint venturer, or the dissolution of_ the partnership or joint venture.~ 

(4) if Tenant 
transfer of the interest of 
dissolution of the co-tenancy. 

is -composed of 
any ea-tenant, 

(b) "Permitted Assignment" eh11ll mean: 

tenanta-in-c01Dm0n, the 
or the partition or 

(l} .An Assignment to any partne~ahip or joint venture 
of which Tenant is a general partner or Joint venturer and retains, 
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punuant to the 
active and cont:n. 
the Premises; or 

~s of the pa•tnership or joint venture agreement, 
-ng management of an operational respc \ility for 

(2) The acquisition of Tenant's estate under this 
Ground 'Lease -by a Mortgagee or purchaser at a foyeclosure sale pursuant 
to the provisions of Sections 11.02{3) through (7); or 

( 3) An auignment to: (a) Tenant 1 s parent corporation; 
or (b) to another subsi~iary 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 Is parent 
corporation; or (e) any corporation into which tenant lllBY 111erge or which 
may result in the consolidation of Tenant with any other .corporation; or 
(f) .any corporation or entity to which Tenant sells or assigns all o't' 
substantially all of it;s assets. The provisions of this paragraph shall 
apply to.any assignment by operation of law ~swell as to any transfer or 
assignl!lent resulting from. the transfer of the corporate stock of Tenant. 

9.02. Qualified Right of Assignment. Subject to the provisions of 
$ectins 9.03 and 9.04, Tenant shall have the right, without the prior 
written consent' of Lai:ldlord, to assign its interest in this Ground Lease 
to a Permitted Assignee. Tenant shall not assign its inte-re.sl; in this 
Ground Lease to ·any assignee other than a Permitted Assignee without the 
prior written consent of Landlord. The consent of Landlord shall not be 
unreasonably withheld; provided, however, that, in Landlord's reasonable 
judgment, the proposed assignee is financially and otherwise able and 
qualified to perform and discharge all of the obligations of Tenant 
unde-r, and othemse comply with the. terms, covenants, and conditions of, 
this Ground Lease. 

9.03. Conditions .Precedent to A.$signment. Any· assignment by Tenant 
of its interest in .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 preeedent~ 

(a) Notice. Tenant shall give Landlord at least ninety (90) 
days written notice of the proposed assignment whkn shall include the 

. name, address and legal· description of the proposed assignee, Tenant 1 s 
full and cO!llplete c0111putation of excess consideration pursuant to Section 
9.03(f) and such other information as may be necessary or appropriate to 
eat:ablish to the satisfaction of Landlord that the proposed assignee is 
either a Pei;mitted Assignee or financially and otherwise able ,and 
qualified to perform and discharge the obligations of Tenant under, and 
othe-rvise comply with the terms, covenants and conditions of, this Ground 
Lease. 

(b) No Default. Tenant &hall not be in def'a\llt under t:his 
C•ound Lease either at the time the foregoing notice is· given or at the 
time the assignment is consunimated. 

(c) Written Assignment. The proposed assignment shall be in 
a 'llriting duly executed and acknowledged by tenant and the proposed 
assignee and otherwise in recordable form. 

assignment 
obligation& 
with all of 

( d) AasUI11ption of Tenant's Obligations. The 11ritten 
shall provide · that the proposed assignee. assumes the 
to be performed or discharged by Tenant snd agrees to comply 
the terms, covenants and conditions hereof. 

(e) Delivery of Executed Original. The pt'oposed ssa:igmnent 
shall not bec0ll1e effective -until such time as Tenant has delivered to 
Landlord a · duly ~ecuted and acknowledged original of the i;n-itten 
~ssi~ent. 

(£) Participation in Excess Consideration. Aa a condition 
to approval of any proposed assignment pursuant to Section 9.02., fift:y 
percent (50%) of the "excess considE7-ration" the.refor shall be paid over 
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to Landlord. For pui;poses hereof, the term "excess consi-'' q.tion" shall 
mean the amount' which the total consideration receive Tenant for 
the assignment ~ther paid directly or indirectly, in casn or in kind, 
in installments or lump sum) exceeds (i) the amounts required to be paid 
hereunder, and (ii) brokerage col!llllissions in customary amounts incurred 
in connection with the assignment. Consideration pa.id 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 detecnined fair market rental set forth in 
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 Landlord's written consent, to an assignment shall not be 
deemed to be a consent, 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 shall be void and 
shall constitute an event of defaiilt. 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 

10.0l. q..,.alified Ri_ght 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 te= of .each sublease shall expire prior to 
expiration of the~; 

(b) Attornment. Subject to the rights of any Mor~gagee 
und.er ARTICLE ELEVEN, each sublease shall contain a provision 
satisfactory to Landlord requiring the suhlessee, in the event of default 
by Tenant, to at torn to Landlor~ and, upon notice, to make sub lessee'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 subl~ssee. 

(d) Notice. Tenant shall, within ten (10) days after the 
execution of ea~lease, 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. 
require the sublessee tq comply with all of the 
conditions of this Ground Lease. 

AJl.TICLE ELEVEN 

Encumbrances 

Each sublease shall 
terms, covenants and 

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 Landlord's fee estate in the Premises in whole 
or in part without the prior written consent of Landlord upon the 
follo~ing 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 instnnnent 
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 ari institutional 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 loan 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; 

the encumbrance 
interest to be. 

the cost of 

(5) The principal of the loan secured. by 
shall not exceed the lender's estimated ·value of the 
encumbered as of completion of the improvements or 
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 "p.rime rate" (constituting the· rate charged by the 
lender to its best corporate customers) charged by any major national 
bank with headquarters in San Francisco, California; 

(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 prov.ide a ~echanism 

for "subordination" of Landlord 1 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" loans. 

Default of Tenant under any auch loan shall constitute a 
de-fault hereunder. Any sums paid by Landlord to .cure a default and all 
cost incurred by Landlord in connection therewith shall constitute 
Additional Rent payable by Tenant with the next monthly installment of 
Annual Rent hereunder. No such payment or other act of cure shall 
constitute a waiver of any other right may have by reason of any sucij 
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 1 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 ~et forth in this 
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Gri>und 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 thie Ground Lease shall eontrol over the provisions of 
the Mortgage or encumbrance; 

(2) Notices. Tenant ·shall notify Landlord in writing of the 
nmne and address of the bolder of any web Mortgage or encumbrance and 
ahall forward to Landlord 11 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 all 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 Ground lease including, without limitation 
thereto,· notice of default or breach by Ten.ant hereunder~ 

(3) Mortgagee's Rights to Cure. A Mortgagee or other 
lienholder may, at its option. at any time before the rights of Tenant 
s.hall have been terminated a11 provided in this Ground Lease, pay any of 
the Rent to be paid or discharged by tenant under this Ground Lease or 
cu.re ay other default of Tenant 1 and all payments so made and curative 
acts so performed. sha.1.1 be as effective to prevent a termination of the 
right:a of Tenant hereunder aif \)ayments 1114de or acts performed by Tenant. 
Any Mortgage constituting an encutnbrance on all or a portion of the 
Tenant's interest in the Premises may be so conditioned as to provide 
that as between the holder thereof and Tenant 1 the holder, upon curing 
any default on the part of Tenant, shall the'reby be subroga.ted to any or 
all of the rights of Tenant under this Ground Lease; 

(4) Mortgagee's Right of Possession. The holder· of a 
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 
all of the Qther 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 Leas~; 

( 5) Mortgagee 1 s l'ossessory Obligations, Should the holder 
of s Mortgage or other encUlllbrance on all or a portion of Tenant t t> 
interest: acquire sll or any part of such interest in this Ground Lease by 
foreclosure, aseignment in lieu thereof, or as a r:esult of any other 
action or remedy provided for by the Mortgage or other encumbrance, or by 
law, the holder· thereof shall take Tenant 19 interest 111,1bject to all of 
the provisions of f;his. Ground Lease and shall so long as, but only so 
long as, it shall be the owne·r and in posse.ssion of the leaseholder 
estate, ass1.1111e personally the obligations of this Ground Lease; 

(6) Limitation on Landlord's Rights. Landlord sha11 not 
terminate this Ground Lease on account of any default or breach on the 
pal:'t of Tenant if• vithin sixty ( 60) days after service by Land lord of 
written notice of the default or breach on Tenant [and oo the holder of. 
the Mortgage or encumbrance if Tenant or the holder has notified Landlord 
of its existence as provided in Section 11.02(2)], the Mortgagee or other 
1 ienho lder 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 !>reach is 
not so curable, if the Mortgagee or other lienholder collll!lencee and 

· thereafter diligently pursues foreclosur~ or private sale pui;-suant to the 
Mortgage or other enctllllbrance i~ the manner provided by law; and 

(ii) From and after commencement of foreclosure pays and 
performs aH obligations required to be paid and performed by Tenant 
under th.is Gretund Lease until such time. as such interest in this Ground 
Lease shall be sold upon foreclosure, or by exercise of a power of sale 
pursuant to the Mortgage or other enclilllhrance, or until such Mortgage or 
other encumbrance shall be released or reconveyed. 

(7) Foreclosure Or Sale. Foreclosure of a Mortgage or other 
encumbrance, or any sale thereunder.' whether by judicial proceedings or 
exercise of power of sale in the Mortgage or encumbrance, or any 
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conveyance of its interest from .Tenant to the Mortgagee or other 
lienholder through, or in lieu of, foreclosure shall not require ·the 
consent of Landlord or constitute a default under this Ground Lease. 
Upon such foreclosure, sate or conveyance Landlord shall ·recognize the 
Mortgagee or other lienholder, or any purchaser ~t a foreclosure sale, as 
Tenant hereurider. In the event the Mortgagee or other lienholder becomes 
the Tenant· under this Ground lease, the 1110rtgagee or other lienholder 

·shall be personally liable for the obligations of Tenant unde-r. this 
Ground Lease only so long as it remains Tenant hereunder. While the 
Mortgagee. or other lienholder iii" the Tenant under this Ground Lease its 
right to assign this Ground Lease ahall be aubject to the provisions of 
ARTICLE NINE. In the event the Mortgagee or other lienholder 
subsequently assiins its interest ~nder this Ground Lease after acquiring 
Tenant 1.a- interest by foreclosure, or by acceptance of an ass:ignment in 
lieu of foreclosure, and in connection w-i.th such auignment takes back a 
Mortgage encumbering · such interest to secure payment of the purchase 
price, the Mortgage shall· be subject to, and the Mortgagee shall .enjoy 
the rights and be entitled to enforce the terms, covenants and conditians 
of, this ARTICLE ELEVEN and 'ny other provisions of this Ground Lease 
included for the benefit of a· mortgagM of all or porticins of Tenant Is 

. interest in the Premises. 

(8) No Release of Tenant. Except as expressly otherwise 
provided in this Ground Lease, no foreclosure, auignment or sale of 
Tenant's leasehold estate, or assU111ption of the obligations of Tenant 
under this Ground Lease, by a Mortgagee or other lienholder, or 
acceptance of Rent by Landlord from a Mortgagee or other lienholder, 
sliall relieve, 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 
iuterest in the Premises is recorded, Tenant, st its own expense shat 1 
csui;_e to be duly recorded a request that Landloi:d receive written notice 
of any default end/or notice of sale under the Mort.gage or other 
encumbrance. In· addition, Tenant shall fu-rnish to Landlord COlllplete 
copies of the Mortgage or other encumbrance and the note or other 
obligation secured thereby. 

11.03, Other Encumbrances. Except as otherwise provided in this 
ARTICLE ELEVEN, Tenant ahall not mortgage or otherwise encuriiber all or 
any portion of. the Premises or Tenant's interest under the Ground ~ase 
without the prior written conilertt of Landlord. Consent by Landlord to 
any Mortgage or encumbrance shall not be construed as a consent by 1 or so 
as to relieve Tenant from the obligation to obtain the express written 
consent of, Landlord to any further Mortgage or encumbrance other than a 
permitted Mo_rtgage o-. encumbrance under Section 11.02. 

ARTICLE 'lWELVE 

Waste And Inspection 

12,01. Waste and Unlawful Use. Tenant ahall 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 (4B) hours advance notice of any such entry and no such entry 
may be made without an agent or representative of Tenant being present at 
the time of such entry. 

ARTICLE THIRTEEN 

:.t.neurance 

13.01. ~blic Liability. At all times during the 'Term 'l'enant 
sh.ail, at Tenant's sole cost and expense, obtain and maintain a policy or 
policies of owner's. landlord's and tenant's comprehensive general public 
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liability insurance covering, without limitation thereto, (i) fire 
damage, (ii) water damage, (iii) owned 1 non-owned and hired automobile• 
(iv) contractors, (v) contractual and, if applicable, (vi) host liquor, 
(vii) elevator, (viii) garage keeper• s 1 (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, as their interests may appear, against any liability to the 
public, or to the occupants of the Premises, their sublessees, and their 
respective family members, ~uests, invitees or licensees, incident to the 
ownership, maintenance, management and/or use of the Premises or any part 
thereof, .arising from claims for personal inJury, death or property 
damage occurring upon, in or about the Premises, the adjoining property 
of Landlord, or any fixture11; 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 Landlo'rd. ite. employees, 
members,· officers, agents, invitees, licensees or contractors. Limits of 
liability under such .insurance for bodily injury or death shall be not 
less than Two Million Dollars {$2,000;000.00) per occurrence: and for 
property damage not less than Two Million Dollars ($.2, 0.00, 000. 00) per 
occurrence. Each policy: (i) shall be issued on a comprehensive 
liability basis, shall be c·ross-liability endorsed so as not to prejudice 
the rights of a named insured with respect to any action against another 
named insured; (ii) may 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 baaed on acts- of the. insureds 
or the existence of co-insurance. Tenant shall pay all premiums thereon 
when due, and shall, i1JDI1ediately 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 Tenant to increase the amounts of such covenge if 
Landlord, ·in its reasonable judgment, determines that an increase 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 Insul;'eds. Each of the insurance polieies 
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 Sil an additional insured any Mortgagee provided, however, 
that nothing contained in this Section 13.02 or the Mortgage shall 
relieve Tenant of any of its insurance oh1igations·to Landlord hereunder 
or give Tenant or a Mortgagee 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 Cancellation or Modification. 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 renew the policy without first giving Landlord thirty (30) days 
prior written notice by certified or registered mail. 

13.04. Waiver of Subrogation. Either Landlord or Tenant ·may obtain 
and maintain policies" of insurance other than those required to be · 
obtained and maintained by Tenant hereunC!er; provided, how!!per that any 
such policy shall comply with the provisions applicable to it'!surance 
policies obtained and maintaine<l under this ARTICLE .:p!.IRTEEN, Landlord 
and Tenant waive, on their own behalf and on behalf of their respective 
insurers, any claim and· on behalf of their respective insurers, any 
claim, or right of subrogation to a claim, by one against the other, or 
its agent.a or employees, a.rising from any loss, damage, liability, cost 
or exP,ense 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 and/or to the extent Landlord or Tenant 
is a self-insured. Each. policy of insurance a·pplicable to the Premises 
or the respective rights and duties of Landlord and Tenant shall provide 
for the waiver hereinabove set forth. In the event either Landlord or 
Tenant d.iscovet's that such a waiver is not available, it shall promptly 
give the other written notice of non-availability. 
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13.0S Workr Compensation Insurance and Social Security. 
Tenant enters' int~ _his Lease as an independent contractor· not as an 
agent or employee of LandlCJrd, as the word "employee" is i. _ned in the 
Workers' Compensation Act of the State of California. Tenant covenants 
that none of its officers, agents or employees are employees of the City 
of San Francisco and further covens.nts to· provide Workers Compensation 
insuranc.e, with et11ployer'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 FOUR.TEEN 

Indemnification and Non-Liability of Landlord 

14.01. lndell'tnification 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 Dtilities Commission of the City and County of 
San Francisco, and its or their respective board members, offices, 
employees, servants and agents. Except to the ex'tent caused by any 
dangerous condition or any negligent act or omission of Landlord, its 
employees, officers, agents, licensees, invitees 0cr contractors, Tenant 
shall indemnify and defend Landlord against, and bold Landlord hannless 
from, any and au liabilities, obligations. losses', damages, fines, 
penalties, claims, demands, suits, actions, causes of action, charges, 
judgnients, costs and expeMes {including all reasonable architects' and 
attorneys 1 fees and court costs) of any nature whatsoever which may be 
imposed upon, incurred o:r 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 occurring during the Term! 

(1) Any injury to or death of any person or any d!!Dlllge 
to· property occurring: from any cause in, on or about the Premises or any 
part thereof; 

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

(3) Any construction, reconstruction, changes or 
alterations or or to, o'r any 'work or thint done in, on or about, the 
Premises or any part thereof including, without limitation thereto, the 
const't'tlction of improvements, or anything done in connection therewith; 

(4) Failure of Tenant. to perform or comply with any 
te:t'm, covel'lant and condition of this Ground Lease; or 

(5) Violation of Tenant of any contract or agreement to 
which Tenant is a pa:rty or any restriction, statute, law, ordi~ance or 
regulation, in each case affecting the 'Premises, or any part thereof or 
the ownership, occupancy, use·posseasion, operation, repair, maintenance 
or management of the Premises. 

In the event any action or proceeding the s1,1bject of this Section 14. 01 
is brought against Landlord, Tenant shall, upon written notice from 
LandJ,ord, at Tenant's expense, defend such action or proceeding through 
counsel approved in writing by Landlord. 

14.02. Legal Expenses. When Landlord is the prevailing party, 
Tenant shall pay, and indemnify .Landlord against, all legal costs and 
charges including, without limitation thereto, reasonable attoi:neya 1 

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 contained. When Tenant is the prevailing party, 
Land.lord shall pay, and indemnify Tenant against, dl legal costs and 
charges including, without limitation thereto, reasonable attorney's 
fees, paid or incurred by Tenant in enforcing any covenant or condition 
herein co~tained. 
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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 
c.reditors; or the· admission iii writing by Tenant of its inability to pay 
it 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 bankruptcy act, or under any other statute or . regulation 
having as its purpose the protection of credito~s, which is pot 
discharged 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, Landlord 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 bankruptcy. 
If under the applicable law, Tenant or the trustee in bankruptcy has the 
right to affirm this Ground Lease and continue to perform the obligations 
of Tenant hereunder, Tenant or the trustee shall, within the time period 
pePDitted by the bankruptcy. court, cure all defaults of Tenant 
outstanding as 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 iimiting 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 15.0l(c) have been included in this Ground 
Lease to assure that the basic understanding between Landlord and Tenant 
with respect to Tenant's use of the Premises and the Qenefits 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 a.ssignment, mortgage or encumbrance of this Ground 
Lease, or the subletting of all or any part of the Premises, by '.fen.ant 
othenri.se 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) Th~ 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 15.0l(c)], Landlord shall, before pursuing any remedy, give a 
notice of default to Tenant Which shall specify in detail the alleged 
event of i:iefault. If the alleged default 1s 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 

- 28 -

2268 



\ ,:', • I;: 

default commenc• d diligently proceed to cure the defs"' t and shall 
have thirty (3~. days after notice is given to comp] the cure, 
provided, however, that if such default shall reasonably ~--e more than 
thirty · (30) days to cure, Tenant shall c=ence the same within the 
thirty'(30) days and diligently prosecute the same to completion. 

15.03. Landlord's Remedies. lf any default by Tenant shall 
continue uncured for ·the; period specified and following a notice of 
default given in accords.nee with the provisions of Section 15.02, 
Landlord ~hall 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 Grouti.d 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.H. of the day after the day on which the 
notice of termination is given, or at such later day and time as Landlord 
may sp·ecify in the notice of termination, in the same manner, and with 
the. same force and effect, as if. ~uch date 'Were the date originally 
specified herein for the expiration of the Term. Tenant shall otuit and 
surrender the Premises to Landlord "on such date; provided, however, that 
notwithstanding the surrender, Tenant shall remain liable as specifically 
hereinafter provided. ln 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 may then or thereafter incur in connection with the 
termination, reentry, removal and repossession; and 

(c) 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 '1orth at the time of a"ard 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 a'Ward of the amount by 
which unpaid Rent for .t~e 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 'vorth at the time of award" of the amounts 
referred to in Sections 15;04(c)( 1) and (c)(2) above shall be computed by 
allowing interest at the lesser of five percent (Sl) 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 
allo'Wed by la'W. The 11'Worth at .the time of award" of the amount referred 
t\) 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) AB used herein, the term ·"time of award" shall mean 
eithe the date upon 'llhich Tenant p~ys to Landlord the amount recoverable 
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by Landlord as 
detet'llliation, o~ 
body determining 

'":"einabove set forth or· the date of ry of any 
'or judgment.of any court or other l~gal.¥ constituted 

the amount recoverable, whichever first 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 
Premises after expiraticm of the applicable cure period. In such event 
the obligation of Tenant to pay o.r discharge all Rent to be paid or 
discharge~ hereunder shall continue until the e~piration 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 and/or 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. 

-,f 

15.06. Landlord's Right to Cure. If Tenant shall fail. refuse or 
neglect to pay the taxes, assessments or other charges levied against the 
P.remises or any mortgages, liens or encumbrances, the judicial sale 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 he 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 
assessments (subject to the right of 'renant to contest the same and to 
withhold the payment of the same pursuant to Section '6.04 hereof) and the 
amount BO paid, and/or any costs or expenses 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 by 
Additional Rent payable by Tenant with the next succeeding installment of 
Rent. "No such payment, performance or compliance by Landlord shall 
co.nstitute a waiver of de.fault, or of any right or remedy for default, by 
Landlord, or render Landlord liable 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. No 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 as a consequence 
of default, and no acceptance of full or partial payment of Rent during 
the continuance of any default, shal constitute a 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 default. 

ARTICLE SIXTEEN 

Damage and Destruction 

16. 01. Casualty. If the improvements located on the Prell!-ises or 
any part thereof are damaged . or destroyed due to s.ny cause whether 
insured or uninsured, Tenant shall, within two (Z) years thereafter, 
eith!!r (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 conditi1:m free of 
rubble, wreckage and debris. Any insurance or compensation 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 .razing and clearing the Premises. .All 
proceeds of any insurance or compensation awarded or paid by reason of 
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any damage or destruction· shall be the sole property o:i. 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 obli_gsted 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) If at any time during ti.le 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 lieu 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 condemner. 

(b) If, after the execution of this Lease and prior to the 
expiration of the te:rm hereof. any public or private authority shall, 
under the power of eminent domain, make a taking, or Landlord shall 
convey to said authority in ·Heu 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 
perniit free vehicular and pedestrian access between the Premises and the 
adjacent public streets or between the buildings and impr9vements 
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, teoninate 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 '!lenant unde~ the provisions of this Section, this Lease and the term 
hereof shall cease and terminate. as of a date not less than thirty (~_0) 
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, less 
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 Landlord 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) Landlo~d shall 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 reversionary interest 
hereunder in the land a;d 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 improvementa, trade fixturea and 
equipment, shall be paid to Tenant. 

17.03. Partial Condemnation. If at any time during the Term, a 
.Portion of the.Premises is condemned, and this Ground Lease shall not be 
terminated pursuant to the provisions of Section 17.01, this Ground Lease 
·shall t:erminate ·as to the portion taken, and all Annual Rent to be paid 
or discharged by Tenant under this Ground Lease after the date title 
vest:s in the condemnor. shall 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 t:he 
Premises shall be paid to landlord, as trustee., for the AccOtJnt of 
Landlord and Tenant and/or any Mortgagee of Tenant, as their respective. 
interests may sppear. Landlord shall apportion the proceeds be.tween 
Landlord on the one hand, and Tenant or Tenant's Mortgagee on the other 
hand, pursuant to the provisions of Section 17.02; provided, hovever, 
that Landlord 1 s portion af the award for partial condemnation shall be 
determined with respect to the condemned portion of the Premisea, only. 
In such event, Tenant shall re11tore the Premises and the improvements 
located thereon as nearly as possible to the condition immediately prior 
to the condemnation. 

ARTICLE E"IGHTEEN 

Surrender of the Premises 

18.01. Surrender in Good Condition and Repair, Upon the expiration 
or earlier tennination of this Ground Lease for any reason whatsoever 
(other than acquisition 0cf tit.le by '.tenant or loss of title by· reason of 
condemnation), Tenant shall anrrender the Premises to Landlord vith all 
improvements thereon in good order, condition and repair, (except for 
reasonable wear and tear or as othervise provided herein) or with the 
Premises in a le!el and clean condition with all improvements and· debris 
removed. ·All property that: Tenant surrenders shall become Landlord 1 s 
property a te-rmination of this Ground Lease. Title to all furniture and 
personal property of Tenant located iu or upon the l'Temises or in or upon 
.11ny buildings or improvements thereon shall remain in Tenant, and upon 
the expiration 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 expenae of Tenant. 

ARTICLE NINETEEN 

Sale Or Transfer of Premises 

19.01. l::ffec:t 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 
payaient of rent. In the event of any transfer or aeliignment of 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, assi&mnent or change in title snd 
given satisfactory proof thereof, and the withholding of rents or other 
charges~ payable by Tenant to Landlord hereunder, in the meantime shall 
not be d.eemed a default upon the part of the. Tenant. If Landlord sells 
or ·transfers all or any portir>n of its estate in the Premises,· on 
consU111mation of the sale or transfer Landlord shall be released from any 
liability thereafter accruing under this Ground Lease. Any successor in 
interest to landlord shall take Landlord's estate in the ?remisea subje~t 
to each and every one of the conditions aet forth in Section ll.01 of 
this Ground lease. Landlord ll!aY transfer the balance of the Security 
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Deposit· and prep• Aent, if any, then held by Landlord to '~s successor 
and, on such transfer, Landlord shall be discharged fr( ay further 
liability with respect thereto. 

ARTICLE TWENTY 

Miscellaneous 

20.0l. Notices. All notices, demands and requests required or 
permitted under this Ground Le-ase 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 LANDWRD: 

TO TENANT: 

l;eneral Man~ger and Chief Engineer 
San Francisco Water Department 
425 Mason Street 
San Francisco, California 94101 

c/o Orchard Supply Hardware 
1.555 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 ll)anner aforesaid shall be deellled to have been received 
for all purposes he't'eunder upon personal delivery or forty-eight (48) 
hours after deposit in any post office or branch post office regularly 
maintained by the United States Government. Landlord, Tenant 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 continuousiy 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 tenn 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 
circU1llstancea other than those as to which it is 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 no other agreements, 
understandings, representations or warranties, either Written or oral, 
with respect thereto. This Ground Lease shall not be modified or amended 
e~cept by a subsequent w-riting 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 Lnndlord, 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. ~ 

Ground Lease ar~ 

this Lease. 

l!• The headings of the Articles and S .. /ons of this 
,r convenience or reference only and are not a part of 

20.06. Number and Gender. 
singular number shall include the 
the ·use of any gender shall include 

'Whenever the context requires, the 
plural, the plural the singular, and 
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 e:xecute 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 "tetms, 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 
representatives 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 against the other for a broker's finder's ·or similar 
fee or cOllllllission 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 counnission 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 
non-discrimlnatory 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 curren~ly 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 provid·e· any other consideration of any 
kind whatsoever or employ, contract with or sublease to or with any 
person or entity if such payment of money 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 interpretation of this Ground Lease.· 

20.12. Waiver of Future Right to Acquire Landlord 1 s Fee. 'l'.'enant 
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 
hereina,fter enacted by the federal, state or city governments which would 
otherwis.e entitle -Tenant to acquire, or succeed to, Landlord 1 s fee estate 
in the Premises or reversionary interest in the Premises. Tenant 
acknowledges that Tenant' e attempt to exercise any such right would 
constitute a material failure of the consideration for which Landlord has 
enter~d into this Ground Lease. 

20,13. Time. Time is of the essence of each an~ every provision of 
this Ground IZSe. 
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20.14. Exhib_ -'• The following elthibits are attache" '-.ereto and 

incorporated herein by this reference: 

EXHIBIT A-1: Description of the Premises 
EXHIBIT A-2: 
EXHIBIT A-3: 

Description of Ingress & Egress Easement 
Survey 

EXHIBIT B: 
EXHIBIT C: 

. EXHillIT D: 

Parking Facilities and Misceltaneous Site Work 
Exceptions to Title 
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 .lawfull7 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, unavail
ability of materi"als, failure of power, restrictive governmental laws or 
regulations, riots, insurrections, the act, failu~e 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 pel'formance of such act shall be' extended for a period equivalent to 
t.he 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-trsde 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.: 

GEORGE AGNOST 
Ci,ty attorney 

Bil&kifs4tk: f!lwMw: 
Utilities General Counsel 

Authorized by Public 
Utilities Commi't{lion 
Resolut~O t/ f 3 
Adopted A/ f I q £.3 , 

"Landlord" 

Commission 

By~~~~~---~~~~~~~-
RtlDOLF · NOTHENBERG 
General Manager of Public 
Utilities 

Attest: l!rwMJ, 0 ~ 
Roma~ne S. Baldridge 
Secretary 

(SEAL} 
Attest: 

"Tenant" 

GRACE RETAIL CORPORATION 

By. ~ /fst&ny 
Assistant Secretai:y Edward H. Tutun 

President 
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EXlUBIT A-1 

DESCRIPTION OF PREMISES 

All of that real property situate in the City of Millbrae, County of San 
Mateo, State of Califo"CUia, described as follows: 

Beginning at a point distant Ncirth 39°14 1 West, S0.08 feet from the 
intersection of the boundary line between the C.M.P. Cole1!111n 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 1o1esterly line of the lands of 
Southern Pacific Railroad C(lnlpany. 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 1 55" West a distance of 75.02 feet; Thence South 53"46' 
West 428.24 f.eet, 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 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 1 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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EXHIJl!T A-2 

DESCRIPTION OF INGRESS & EGRESS EASEMENT 

A1l that certain real property situate in the City of Millbrae. County of 
San Mateo, State of California, described as follawst 

Commencing ai: the northwest corner of the Lands of the City and County of 
San Francisco leased to Orchard Supply Hard~are in the Pity of Millbrae, 
County of San Mateo, State of California and proceeding along the northerly 
line of said lands North 53"46' ·Ea.st a distance of 79 feet to the TRUE POINT 

·Of BEGINli:ING: thence continuing along said northerly line l\orth 53 .. 46' East', 
a distance of 42 feet; thence North 36"14' West a distance of 2.0 feet; thence 
along a cur:ve to the rigb~ with a radius of 4 feet frCllll 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 
Tigbt with a radius of 6 feet, through a central angle of 102°12 1 0511 for a 
distance of 10.70 feet to a point of reverse curve; thence along a curve to 
the left with a :radius o·f 147.0 feet, through a central angle 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 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 Zl3.{) feet, through a central angle of 30°07'30", a 
distance of lll.59 feet, to a point on the northerly line of El Camino Real; 
thence along said northerly line South 46°53' East a distance of 54;45 feet; 
thence along a curve to tbe right with a radius of 18.0 feet, from a radial 
bearing of South 73°15' 36" East, through a central angle of 23°01 1 43" for a 
distance of 7.23 feet; thence North 39"46'07" East a distance of 10.77 feet; 
thence along a curve to the right vith a r~dius of 43.00 feet, through a centra\ 
angle of 45"10'01", for a distance of 33.90 feet; thence North 84°56'08" East 
a distance of 31.45 feet; thence along a curve to the right with a radius of 
3S. 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 '1'ith a radius of 4 feet through a central angle of ·90•, for a distance 
of 6.28 feet; thence South 36°14' East a distance of 2.0 feet to the TRUE 
POINT OF BEGINNING: 

Containing 0.164.3 acres of land, '1Dore. or less. 
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............ PUBLIC UTILITIES COMMISSION 
CITY ... HD COUNT\' QI' S ... H l'RAHi;:tec;:a 

IliUR.W, the· San rcanciaco Wat~r Departaant owns 

approximately 4,752 acres of l4nd at 950 El CW\iOO Real in 

KillbrH, California, which is e xceis to the Wa.tttr Department• a 

pr-eHrtt needa, and 

WHSR&\S, purauant tQ the ter$8 and con4itions of C0111111iaai0ll 

.Resolution No. 82~310, adopted July 27, 1982, tbe Water 

De~rtmant published an invitation tor sealed bids for tne 

purpose of avatding a ground lease of said premisea for tnirty 

tJG) years for CQllllller~ial use and on other terms an4 conditions 

prov lded for in the proposed lease J and 

· WHER2Afi,. sealed bids were received by the Water De~artment 

froa Orchard Supply Hardware, ~ucky Stores, Inc., and KTW/C,H, 

wbic)) bide inclu4ed the following iainimu111 annQal lease re-ntal1:u 

Orchard Supply Hardware 

Lucky StQce&, Inc. 

$150,000 

$lH,DOO 

$136,000 

., 

and ''· 

WliiRSAS, the value~ of the three bids a.nd the 1• 

qu"li.fication• of all three bidders have been considered by 

Comllliasion in ordet to determine.. tbe succes$ful bidder; now, 

thereforet be it 

RESOLVED, that this Co111mission hereby awards to Orcbard 

Supply Hardware, as the hiqhest, responsible, qualitied bidder, a 

ground lease for cowaercial use .of appi;oximately 4. 7 5 2 acres of 

land at 95G El Camino Real, Millbrae, California, copies of wbicn 
.... : .. ~ .. ,,.:; lease ace on· file with· the Water Depa:c;tmen.t!. for the term of 
=~ lJ ~ f"L.) 
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PUBLIC UTILITIES COMMISSION 

ClTY ANl:I COUNTY 01' SiAl'i FRANCISCO 

RESOLUTION No ____ _ 

thirty (30) years and at .the minimtlll rent and overage and On tbe 

other teras and conditions contained in said lease, subject to · 

confirmation by tbe City•a Board of· Supervisors; and be it 

FUJrnlER RBSOLVEOt tbat City's Boaro·of Supervisors be 

requested. to approve, by ordinance, award of said ground lease; 

a.nd be it 

FURTH.BR RESOLVED, that upon approval by the Board of 

Supervisors, the ~neral· Manager of Public Utilities is,.heritby 

~uthorized ~nd directeg ea execute ·said lease. 
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EXHIBIT C 

EXCEPTIONS TO TITLE 

. 1. General and Special Taxes for the fiscal year 1983-84, now a 
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 A,P. 4093 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 ~y 21 1978, 

Affects the Northeasterly 6 feet, 

NOTE: In connection with the above there is an existing unrecorded use 
pennit' in favor of The Pacific Telephone a~d Telegraph Company. 

4. 
Between 
and 
Dated 
Recorded 

UNDERGROUND CONSTRUCTION AGREEMENT by and 
Pacific Telephone and Telegraph Company, a corporation 

· l Tb.e Lowrie Paving Company, Inc. 
October 25, 1957 
October 30, 1957 

Document No: 93947-P, Official Records of San Mateo County, Califo'I:'llia 

5. EXISTING telephone line, retaining ~11, 54 inch crystal 
springs pipeline, 24 inch water line and meter box all as disclosed by 
San Francisco Water Department Drawing No, B-4051, dated May 2, L978 • 
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EXHIBIT D 

PERCENTAGE RENT SCHEDULE 

Tenant agrees to pay to Landlord ss ''Percentage Rental," an 
amount equal to one and one-quarter (1-1/4%) percent of Gross Revenues 
(s,s hereinafter defined) made in, on or from the Premises during each 
Lease Year in excess of the F.irst Gross Sales Base up to an amount equal 
to the Second Gross Sales Base; one (1%) 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 sn amount equal to the Third Gross Sales 
Base; sod one half (1/2%) 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 amount equal to the Annual Rent 
applicable to such tease 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 t.he Annual Rent applicable to such Lease Year is $150, 000, 
then Teriant 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 (1%). 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 (1/2%) 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 
merchsnd ise 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 (althqugh 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 st 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 Tenan·t, sales from vending machines, all sums received 
from the sale of tickets of admission to rlheatrical, circus, church 
and sports events (but including all commissions and fees paid to 
Tenant in connection with the sale of such tickets); 

2. All sums representing so-called sales taxes collected directly 
ft:om 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 soid on or / 
from the Premises, whether or not the ami;>unt thereof is passed on 
to, or collected by,. Tenant from .. sny purchaser thereof; 
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3. The transfer of merchandise by Tenant, or a subsidiary of Tenant, 
from the Premises· to another store or a place of business ·owned or 

·operated by Tenant, or a subsidiary of Tenant shall not constitute a 
sale; 

4. Proceeds. from the sale of gift certificates or like vouchers, 
provided, ho11ever, that when any such certificates or vouchers are 
redeemed for merchandise at the Premises (whether said certificates 

·or vouchers -were initially sold by Tenant· at the Premises or by 
Tenant st another location), then the "retail price of the goods 
allocable to such ~edemption shall be included in Gross Revenues: 

5. Donations or sales at discount of merchandise to nonprofit 
charitable and religious institutions; 

6. Service cha-rges, · finance charges, interest and: discounts 
attributable to ''cha-rge accounts" and credit cards to the ex.tent the 
same are paid to Tenant by customers of Tenant, or· to the extent the 
same are paid for ·by Tenan·t to, or charged to Tenant by 1 credit card 
companies; and 

7. Charges for labor performed by independent contractors outside of · 
the Premises and arranged by Tenant 1s ''Home Improvement" and 
''Decorations" Department, but including the receipts from the sale. of 
merchandise from the Premises in connection therewith. 
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EXHlllI! E 

SHORT FORM GROUND LEASE 

Recording Reque•ted By 
And When Recorded Return To: 

.. 

----------------------------' . 
950 EL CAMINO REAL 

MILLBRAE, CALIFORNIA' 

SHORT FORM OF 
GROUND t.EASB . 

Thi• GROUND LEASK i• ••de 1:hia --...... day of 

----~-~-~· ·1983, by and between th• CITY Alfi) COUNTY 

or SAM FRANCISCO, • murdcipal corporation, acting through 

:ita Public Utilitiea CODllllbaion (the •commiaaion") (•Land-

1ord"), and--~-~~~-~-----------~--------

-------------- ("Ten.ant•). 

·RECITALS: 

Thi• Ground t..e&ae ia 11u1:d11 and .entered an the basia 

of the follo~in9 facta, underatandinqa and intention• of the 

partiea: 

A. .Land.1or4 is the owner of all that certain real 

property ("the Premiaea•) situated in the City of Millbrae. 

' . 
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County:of San Mateo, StAte of California, partic:u.luly 

de•cribed.ln·Exhibit A heret:O. 

a. ·Tenant de•irH to hir• th• Prud••• froa 

t.andlord in • .. t.• condition and ·to hav;~ tb8 right ·to erect 

nev itlproveiaents thereon. 

c. Landlord ia willing. to l•a•• ~ Prmd.H• to 

·Tenant and to grant T•nant. the right to erect thereon new 

improvements {•ubject to, and in accordance.with, all applic

able lava and re911lationa and the provi•ion.a oE- thi• Ground 

Lea••· J J provided that Tenant at ita own coat an4 expena• 

remove, relocate· or reco1111truc:t on adjacent real property of 

Lanc:ll.ord certain parking facilitie• located on th• Prma'.iaea, 

(defined in Section Z.07 below), all in acc:ordanca vith 

lirritten plans and apacific:atioM of Lanc:ll.ord and in a aanner 
, 

••ti•!actory to t.and.lord. · 

D. Tenant i• willing to re90ve, relocate or 

reconstruct on adjacent real property of t.andlord •aid 

parking facilitie• and i.Japrovementa aa required by Landlord 

purauant to Section 2. 07 below. 

·HOW,. 'l'BERJ!:FORE, 111 eonaideration of the l!Ntual 

covenant• and promi•e• herein.. contained, Landlord leaaea 

to· Tenant and Tenant hire• froa Land.lord the Prmai•e• upon 

th• tem and conditions 11•t forth in that certain Ground 

Le••• bea.dng uen date berewit.h all of vhich i• incorpo

rated herein by reference, for a term of forty (40) year• 
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f'rom the Col!IZllencement D•te pf-----------' vi·th . 

~enant havin~ the right to extend th~ rera tor an additional 

period of tea (10) year• subject to all the terma, covenant• 
. . 

mid cond.itiona contained in tbe Ground LeHe. . .. 
IN WITNESS WHEREOF, the partie• hereto have ~xe

cuted thi• Short Foxm of' Ground tease the day «nd year !irat 

above vri tten. 

APPROVED AS 1'0 FORM: · 

GEORG!: AGNOST 
City Attorney 

&y 
M-c~MO-RR.....,,I_S_K_.-JX)-w---~---

Utilitiea Ceneral counsel. 

Authorized by Public 
Utilitiea Commia•ion 
Re•olution Ho. 

Ad.opted -------------

CITY A!l1'> COUNTY 01" SAN FRANCISCO 
By Public Utilitie• Colilm.i.aaion 

By~---~-~~--------RUDOC.F NOTHENBERG 
General Manager of Public Utilitie• 

Attest: By 
Romaine s. Bold.ridge --,,,I~ta~----------------

Secret.ary 
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o<f 

r
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00 
00 
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OJ Thi pn•idl:na: afflcct of tbl Com:1aa1oa ab.dl httt. tk '°""r to ada.J.obter 
aHh• to wttoeaH·• iG appc .. la Mfan th• C:O.:laaioo. Dndar thb ucuoa. In th• 
• .-1t0c. tliat •RJ pcuaa ah.11 f•U. or rdvH ta •P~"r u a vitDHJ 1rt an7 •uch pn
chdina dtu bdn1 n-q1:1Hted to- do •.01 and if It •h.lll •PP•.u to th• C°'8:ln1on 
th•t IJ,la te•tl.Jm117. ar booka, ncanla, dactment.a or othu; thln1• vndar hb control 
1n ut•rlal and rdt·nnt H nldane• 111 thti .. tt.r ux:.dcr conaldnatloa br t:ha 
c...J.a1toa. ln th« praccrd';lq, tht pruld1n1 oHltu of th Cqmalu1oti Mf •UbJJGPna 
1ach ,.-noa, re1111trtna hh pra .. ncc at th. procitrdJn& aod nq-ulrlns hJ.a lo bring 
1och boob• neard• • do CUM.DU or ath•r thtn11 under id• eoatral. 

U) All .,.,...ta t.a thl: ltmf:an Uaht• ea..tadgu ahdl be cpn to pahllc. 
iDllptctiOQ. · Upon riuchiltf, ·a dacbloti !a an1 aPpe.al, the eo-i••ion aluill 1J'l'a 
wtitt•a ootlca th•~•ol to th• DlucCar al th• Hu..11 l11hu Co-a..ln1on 1 or ot:hn 
affJcJ.al dnJgnatcd bJ' tti. H,..n. Jl11ht1 ~J.adoQ, and the a-prdt.nt or appdbatl. 
tlJll dt!Chloo o( th• C.0-ladaa •h•Jl ti. Un.al 1111l1H. wlthlu U day• of th• l1Un1 
1M Mnica of nitUll M1dce thu:it0f •ppropriu1 hs•l prc-cea-dhp •n Ubd fa 
• ~t of C011peceat jart.dlction h1 •BJ pnt7 to thh contract. 

(7) U uq t,nant ar au•t..nant tauter eoatracl to tha Cttr aN Com:lty of 
Jan P'rcncl•CO lh•ll fail to •ppHr •t. an •p~d ptocndina af tbe C~nhti alta'C' 
bnta.r bHu 11iun •dtttn notlc• to 1pp.ar, •uch failure to apPu 1h1U h around• 
for une•lhtJan at th• caattact ar mullcantt•ct •nd such ten111t or 1ubtenaat •hall 
b• d•c.:d to haft lorhU.ed au right.. hndtt• 1ad prbtltgu thnewida. 

(~) . n. 8-a U1bt• C-Ualoa of kn fr•nct..co abdl proail11t• rulu and 
ttnhtlau for th• i11Pl,..11tnlo11 af th11 oondbcrildaat.taa prvY1dan• af lhb 
contract, aod 1-.c:.b t'DlCI ind Te111latlona •ball, IPO far•• ,ractic1bh, bt" ai•Uar 
t• thou adopted 111 appliubl• fltdntl eucutht ord•re. 

(d) A bruch ot th• noswlllcri•Snttlon praridcrn• h tM P•.rhr.nct of. tbb caatract 
•ball ha ••--.t b7 tM C1t:7 and CaunC)' af San P'Tancl•eo to ff a •te.rld b"C'uch af Cl?l1 .. 
tract and' b••h frn· dauraJ.natton bf tha officu, board or avardln- aur:harity fHpOfld-, 
blit for th• ... rdtn1 al' 111.tt.lns •l each entract th•t th• t11Rant oT aubtaMat la u1 ~ 
lrn•poa•t•l• tea.11nt. l•••••• fT•nchl••• or c:aaeaw11ona1r11- •• ta all future contract• 

!:\!.,M <;;\.:!r!ll:!.·:_r:~:!!! · .,/:~,f9~f f '":.:!b~:!r!: ':r:;•!!t 9: t ;r!;:.: ::r !:!. 
f01"a1r7 vith Ue DIDftdlacrtala.etloJl f11"0WbJOC1a al thh contract, ba allatttd tu •cl •• a 
tn.ant al' 1abta~t tmd•r .imJ contract. 11:m1lvta1 Uta ha••• untd •r ot~r u.o af real 
prope.rtf •Dd. 1aipTaT'e9enU th•rltOP, or tJw. C1t7 and Caunt7 ol S•n rranchco. 

(d Nathlna Cot:ltahd lo thh contract •hall 111• r.onalrued b aa7 ••IUlU 10 H to 
prnent t.ht C1t7_ aod county of Sin fraachco hos purauJn& •n7 other rt•edita th.at M)' 
lta &Yallabl• •t law. 

sr.c. uc . .-. e-e !.1&ht• c:o-.t••ln r.owhd. 
lb• S.an l'nad•C# &...an l.11bt.9 .eo.dt•toa., it• pH•t•Jq oftlcft' •ad it• dlnct.11tt 

•n bit:r1.b7 arutd tha 'JKN9f to do all acH md •nrdM all pow:r1 nh.rrtd to la 
Jccttcm 12C .. Z btanof, 

~·.....Sina, 

Th• loari of S11p9rriton •hall appTopriau •11e.b luzwl• ft"D9 th. &SSM:nl ftmd of t'h• 
CJtr and Co\mt7 of S.a Trancbco, •ubjl!ct t.o bud .. tllry .&ocf fhcd pnrYlaio~ 011 tha 
eharur • H J t •1 d ... aecH•ary far •n!orctac:n.t of thb ordlbaDC•. · 

!EC. UC.6 .. kn:r•b111tz-

U cay chu11 1 MQl:a.et. P4.UJrapl\ or ,.rt af thb title OT th.9 application thtrt
o( to any -paraan ar elrcw.taru::H •hall, far a:ay ha•on. H acl.Judad b7 a i:aurt of 
Ccmpir:tcnt jurhdic.Uon to h la .. 1u • ..ur.h jvri.ldlcti.oD 1hdl not. afhtt, isp.air aT 
lnnlid•t• th• rcaafndar of thh cti.pcer .. 

rtaal ,, .... ,.-rabna.a17 28, 1'17 
Apprond bf Ha7ar-Harch 11, 1'71 
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(Ground Lease l 

APPROVING AWARD OF GROUND LEASE BY PUBLIC U'l'!LI'l'IES COMMISSION 

"FOR A TERM OF MORE THAN TEN Y~RS. 

. 

Be i.t ordained by .the People of the City and County of San 

Francisco.; 

Section 1. Award by the Public Utilities Commission on 
· Grace Retail Co~ratian . 

· November B t 1983, to ·C/Jtt/rtfl.t/J./ f.JtJ.'t>t?M 1¥..#JN-;.t#, a Delaware 

cocpoi:::ation, as the highest, qualified bidder, ·of a ground lease 

of 4.;757 acres of Water Department land ·in Millbrae, California, 

for a term in excess of ten years and having anticipated revenue . 

to ·toe City and County of San Francisco of $1 million or more, is 

hereby approved:. 

Al?P:ROVED AS TO FORM: 

GEORGE AGNOsT:, City.Attorney 

.. 

9ll6C 

'. 
·: -, 

., . 
' 

•"",•. 

RECOMMENDED: 

PUB LI COMMISSION 

By~~----...._~~~~~~~~-
Gen er al Manager of Puolic 

Utilities 

. ~. 

'., •• a ' 
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Passed for Second Reading 

Board of Supervisors~ San Francisco 

. . APR 16 1SS4 
..... ~.ir ........................................... , .......... .. 

-BRlT: I. 
Ayes: Supervisors ',_Hongisto, Kennedy, 
Kopp, Maher, Molinari, Nelder, Renne, Silver, 

'fLK'E.'R :~~el. 

~I, 1 s i Qt:tpel v isox !I. ::.... , ..•.• , , •.••.. ~ •.•• · ••••.• 

• c. ~ •• ' .. ' ... " ••• t ... ' ............ " 't ...................... , ,. ' 

• • ,.1. ' ~ ... l • • .. .. ' .. • .. • • • • .. .. ,. • " • f .. • .. • ... " ... I- • ' .. ' • ' 

· . _ . BRrrTf-1 

WARD :3 
Absent: Supervisors ... ._ .. ! ........ .-~ .......... ~ .. . 

........... "' .......... "' ............. • ....... ., t ...................... ' 

(:§:ff-:~ .. ~ 
File No. 

APR 2 6 rJ>34 
....... ·. App~~~~<l: ....... . 

Read Secc:>nd Time and Finaffy Passed 

Bi,r« t:f'W€4viaors, San Francisco 

A S . BRJTT l .H . t K .. d yes; uperv1sors ~ .> ong1s o, enne y, 
Ko~ Maher, ·Molinari, Nelder, Renne, Silver> 
W '* Wal:d. . : . . . · 

. . 
'Hsiu Rapa ·, lillUl ••••••••• · ..••.•••••••••. · ••• 

•t •I • 
• • • • • • ... J " .... l ...... " ' • l , f ...... " ...... ,, t • " ..... ,. .. • • .. • .. :· : :i:' :• : 

Ab t S 
.· ·.,...~ ,·· ·t) WALXER ~. . I.·: 

sen : upervlSOT .. ~ ...... f '_. , • ' ...... '"" r..:..¥l, ·.: .. ; f II •• • 

I hereby certify that tht! foregoing oroinance was 
finally passed by the Board o Supervisors of the 

· an.d County of . n co. 

-_,_.,,,a,_ tt . A· .. ./ .. .......... cJ.,k 

... !.lLLI/~ 
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~UBLIC UTILITIES COMMISSION 
CITY ANI> COUNTY OP Bl.N FRANCISCO 

RESOL.UTION. No~a-:0483 

) WlltRW, the Siln Francisco Wat.er i>epactaent 0wns 

approxl•ately 4.7Si ~cces of land 4t ~50 El Camino Real in 

Klllbrae, Ca,lifoi::nia,· which is excea& to tne Water Depactment'• 

present needa, and 

WHEREAS, purauant to the tet111S and conditions of Commisaion 

Resolution No. 82-310, ~dopted July 27, 1982, the .water 

Department published an 'invitation foe sealed bids for tile 

pucwae of awarding a grouild lease of said premises for tllirty 

(30) yeara tor (IC)inmercial use and on otber:tecms and conditions 

provided for in th& proposed leases and 

WHEREAS, aealed. blds were reaeived by the Water Departlllent 

frOll Orchard Supply Hardware, Lucky Stores, Inc., and K'l'W/CiH, 

wbiah bids included the followin9 minilllu~ annl.Wll lease rent4la1 

and 

Orchard Supply Hardware 

L1JCky Stores, Inc. 

$150,000· ' 

. $144,UOO 

Wli2R&l\S, the vaiue$ of the three bids ollnd the ·~ 

qu~lification• of 411 tnree bidd~re have been considered bt 

~isaion in order to d~termine tbe succ~ssful bidder; no~, 

therefore, be it 

RF.SOLVED, that this Colllillisaion hereby awards to Orchard 

Supply Hardware, as the ni·qnest:·, responsible, qualitied oidder, a 

ground lease for collllll.ercial use of approximately 4.752 acres of 

land at 95G IU Caaino Re~l, ~illbrae, California, copies of wbicb 

..'.: lease are on file vith the Water Department!. for the term of 
fV 
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l.D .., 
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:IC .. 
o::a ..._,_, 

,..,...._ , . 
PUBLIC UTILITIES COMMISSION 
~ Al'U> COUNTY CF 111.H FRANCISCO 

RESO!:.UTION No. ____ _ 

thirty (30) years and at the minilli1,111. rent and overa9e and on the 

other tecas and conditions contained in. SAid lease, subject to 

conftuation by tbe City's Board of. SupervbonJ and be it 

FUll'l'H.SR RBSOL~, tbat City's Board ot Supervi&QtS be 

requeated to opptove, by ordinance, awa.cd of uid ground lH&eJ 

and be it 

FURTB&R llSSOLVED, that upon approval by the Board of 

Su~cvisor&, the General Manager of Public Utilities is· hereby 

autborized and directed to execute said· lease. 

908lC 

_, 

I hereby certify that the foregoing rt:solutio11 wa.r adopted b)' the Public Utilities Comminion 

at iu meding of NO=~ (ttjii .. • 
. s~""" M& U<Ji<;,, Co~~ 
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{G.rounf] Le~se} 

! • ':J 
ORDIN~NCB NO. IF o< .. 8"~ 

APPROVING AWARD OF .GROUND LE~SE 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 

Franc is co: 

Section 1. Award by the Public Utilities Commission on 

November B , 
· Grace Retail C.Ori::qration 

19B3, to ·~tJ::lcl~t~lf.l~~PAIJl~Atl:N~tNT a Delaware 

corporation,· as the highes.t, qualified bidder, of a ground lease 

of 4.757 acres of Water Department land in Millbrae, California, 

for a term in excess of ten years and ha~ing anticipated rev~nue 

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

hereby approved. 

APPROVED AS TO FORM: 

GEORGE AGNOST, City Attorney 

... ,. 

9116C 

.. 
., . 

.. 
: ' 
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RECOMM:i!:NDED; 

:PUBLI COM.M.ISSION 

By-=~_._--:-_..,.,~~~~...,,.....~~~~ 
General Manager of Puolic 

Utilities 

... 

• Ji 



SRORT FORM OF GROUND LEASE 

This GROUND LE.As'!?. is made as of thie ~day of b.PS?.\L.. ; 

1984, by and between the ctn AND COUNTY OF SAN.FRANCISCO, a municipal 

corporation, acting through its Public Utilities CO!Dlltissian (the 

"Collllll'.ission"}. ("Landlord"}, and GRACE RETAIL CORPORA~ION, a Delaware 

corporation having an office at c/o Orchard Supply Hs.rdvare, 

1555 S. Seventh St., San Jose, California 9~112 ("Tenant"). 

RECITALS: 

This Ground Lease ie ma4e and entered on the basis of the 

follo~ing facts~ understandings and intentions of the parties: 

A. Landlord is th7:-'~wner.of all that certain real property 

' \- fl.1 
(''the Premises"} 11ituated in t!;le City of Millbrae, County of San Mateo, 

State of California, p~~ticJr~lly d~°libed in Exhibit A-1 hereto and· . \ r. \ r-- , 
shown on the su·rvey attache'~ hereto as· Exhibit A-3. 

:S. Tenant desit:-es to lease the Premises from Landlord it\ "aa 

is" condition and to have the right to eJ:ect 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 eccordance with, all applicable laws and regulations and the 

provisions of this Ground Lease}. \ 
NOW, THEREFORE, IN CONSIDERATION of the mutual covenants and 

" promises herein contained, Land~ord les.ses to Tenant, and Tenant doe9 

hereby lease and take from. Landlord, the Premise!I upon the tenna and 

conditions aet forth in that certain Ground Lease bearing even date 

herewith ,all of which are incorpoi::-ated herein by reference, for a term of 

thirty (30) years from the Commencement Date of l!\M \ \qvt , 
I 

with Tenant having the right to extend the Term for tlro {2) additional 

periods of ten (10) years each, subject to all of .the tet'llls. eovenants 

and eonditiona contained in the_Ground Lease; TOGETHER WITH• and Landlord 

hereby grants and demises ta Tenant, s nonexclusive easement for the Tenn 

of the Ground Lease and any Extended Ter111 of the Ground Lease over a 

portion of that certain parcel of property owned by Landlord and situated 

ill!lllediately adjacent to the Premises. said easement area being more 

542211.-030484 

2294. 
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particularly described on Exhibit A-2 and located within t' ~rea sholitl 

on Exhibit A-3 hereto ~nd designated thereon aa "Ingress & "-&ress 

Easement", for the purpose of ingress and egi:ess by Tenant, its 

subtenants, ·custOlllers, employees, invitees, 1icens~es,_ agents., and . . 
contractors, in the condu~t of its business, and any motor 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 Short 

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

APPROVED AS TO l?ORM: 

GEORGE AGNOST 
City Attorney 

ByfJ1d114ami (h.[1v-
McMORRIS M. DOW 
Utilities General Counsel 

(SEAL) 
Attest: 

"Landlord" "" 

General Manager of Public 
Utilities 

"Tenant'' 

GRACE.RETAf1: CORPORATION 

By f/~N~ny §~,t#/1__, .. 
Edward lt. Tutun ~ ~Assistant Secretary 
President 

LEGA 

RE 

- 2 -
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EXHIBIT A-7. 

DESCRIPTION OF INGRSSS ~ EGRESS EASEMENT 

All that certain real property situate in the City of Millbrae, County of 
San Mateo, Sta~e of California, described as follows: 

Co=encing at the northwest corner of the Lands of the City and County of 
San .Francisco leased to Orchard Supply Ran!ware in the ~it:y of Millbrae, 
County of San Mateo, State of California and proceeding along the northerly 
line of said lands North 53°46 1 East a distance of 79 feet to the TRUE POINT 
OF !!EGINNING: t.hence continuing along said northerly line North 53 6 46 1 East •. 
'a distance of 42 feet; thence North 3&"14' 'West a diste.nce of 2.0 feet; thence 
along a curve to the right with a radius of 4 feet from a tangent bearing of 
South 53"46' West. thr.ough a central angle of 90~ for a distance of 6.28 feet; 
thence North 36°l4' Yest a distance of 9.46 feet; thence along a curve to the 
right with a radius of 6 feet~ through a central ;i.ngle of 102 .. 12'05" for a 
distance of 10.70 feet to a point of reverse cu~e; thence along a curve to 
the left 'a!ith a radius of 147.0 feet, through a central angle 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 a radial 
bearing of North 29°51 '09" West. through a central angle· of 35°44 1 37" for ·a 
distance of 74. 86 feet, to a point of reverse curve; thence along a ·curve to 
the left witb 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 said 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 radial 
bearing of South 73°15' 36" East, through a central angle of .23"01'43" for a 
d:;lstance of 7·.23 feet> thence North 39°46'07" East a dist:ance of 10'.77 feet> 
the-nc:e along a curve to the right Yith a radius of 43.00 feet, through a central 
angle of 45°10 1 01", for a distance of 33.90 feet; thence North 84°56 10.B" East 
a distance of 31.45 feet; thence along a curve to the right witb 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 
r:;lght with a radius of 4 feet through a central angle of 90~, for a distance 
of 6.28 feet; thence South 36°14.• East a distance of 2.0 feet to the TRUE 
POINT OF BEGINNING: 

Containing 0. H.43 acres of land. inore or less. 
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EXHIBIT A-3 
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LAND USE PERMIT 

GEN-1700-85 

Pum1111t to authorltJ 1\'111~ b)' the Publlo lltllltfet Camm.1"11111, ptnn!Ulon II hmlb.r crmttd to -. 
, . 

•.· 

!hllrdnafter c:aQed '"Pmnlt~) to ~PY and utlll?ll th• fallowlnrr desc:ribed parcel or premlset owned by Ille Cit)' 

Jnd County of San .Frana&co ChetdnattR cnll!!d "Cit)"') and un!ler jurlsdlcllon Of the Water Department: 

~and within l?an::el· 18 of fotneJ< .M!Jaj.-right·of way ac:cording ta San Francisco 
Water D:lpartirent rec:o.rds arrl as Bhcr.in on San Francisoo water ~t Drawing 
?b. c-Ul!3 attadied hereto an:i nacs a part hereof.-:-·--··---·_.·--·------

tor: the P~ of· inStall.ing ·a 6-i.nch Vcr> sanitm:y sewer and a 12-i.nch N:P stonn drain 
to serve the q.rchard SUfply Hardware's lease of portion Q~ Water ~t's 
Millbrae ~ard.. · · · · ,: · · · · 

~~l. II &l'ant~ 1ub,JeC\: to the followlnlf condltlon.&: 

1> U~li.~ 'oth- -Pedic~ ~v1d!!d herein th.II Pe~mlt 9h!lll ~e ell'eet!ve w!l11n tile . .Public UtOltlea Com· 
· : mluloJi· or ·Jtf· nuthorlie4 retirl!l!RltaUve end tlw Pmnittee have 1fped lt. A copy dlall k lurnbhe\i to Per. 
· mlttee. · · · · 

2. ni, ~It doff nat ccn1tltute a lme, deed or gra11t at 111 tHement, or of a fet. lntemt bf .City. II Ir not 
tramferahlit 01 aul111abl«, 111d JI . .revocable at any time at th! option· of tht Publia Utnttln CommlHlt:1n. 

.J• The UM authoriied by thla pemilt II llmtt.ed solely to tht purposa Jet forth ~tn, IJ\d, except as tXprea.ly 
h~re!n JlTOVldtd. cOJ11ttuetlon, excavauon or lnltallatlon ot 1tructure1 hr l\Ot 11u\borllU!d. · 

(. l'lelther City nor 4111 commfu!on, board, ofllc!r, or emplo)'ce thereof shall be held re!pOllJ!ble or liable.· ror 
q&,1114P to all)' property of thit Pennltie lnJta!Jl!d or IDCated Oil thci premise1 cove!'lld by lhll permit. 

$, ~rni.lttd $lulll at ell times keep C!t;r'i Jandl Jn iood and sl~UT candlUm1, ao tu aa the aame ~ be af. 
· lected by Ptrml~'• operatlall hereunder. · · 

&. In the awnt C'lty ln1tJtutes and prevail.I lri aiit eeUon tor the •nrorcemmt of lllf at tit rlihtl h•reunder, Per· 
mlttH will pay to Cltf 1ueh ~ucnable 1ttomey1 tm e.t 1nlQI bt deter'mlllld by the Cault,"11 part of tlle 
OMts of Slldl ~«en. . . 
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EXHIBIT A-1 

DESCRIPTION OF PREMISES 

•• 

All of that ree.1 property situate in the City of Millbrae. County of San 
Mateo, State of California, described as follows: 

Beginning at a point distant North 39°14' West, 50.08 feet fr~m the 
intersection of the boundary line bet~een 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 Not'th 39"14' West a distance 
of 255.56 feet; Thence South 53°46• West a distance of 292,25 feet; 
Thence North 34°52'55" West a distance of 75.02 feet; Thence South 53°46 1 

West 428. 24 feet, more or less, to the northerly line of El Clllllino 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 SO feet measured at right angles noTthwesterly fr0111 said line 
between C.M.P. Coleman 175,20 acre tract and said Custodio Silva 168 acre 
tract, North ~3°46 1 East a distance of 670.00 feet:, 1D0re or leas to the 
POINT OF BEGINNING. 

Containing 4.7505 acres of land, more or less. 
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EXHIBIT A-7. 

DESCRIPTION OF INGRESS & EGRESS EASEMENT 

All that certain real property situate in the City of Millbrae, County of 
San Mateo, State of California. described as follows! 

Coni;mencing at the northwest corner of the Lands of the City and County of 
San Francisco leased 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 S3~46' East a distance of 79 feet to the TRUE POINT 
OF BEGINNING: thence continuing along ~aid northerly line North 53 6 46' East, 
a distance of 42 feet; thence North 36°14' West a distance of 2.0 feet; thence 
along a curve to the right with a radius of 4 feet fro~ a tangent bearibg 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 6 feet, through a central llti.gle 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", 
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 a radial 
bearing of North 29°51 '09" Yest. through a central angle of 35"44 '37" for a 
distance of 74.86 feet, to a point of reversa 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 Ca.lllino Real; 
thence along said 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 radial 
bearing of South 73°15 1 36" East, through a central angle of 23°01 1 43" for a 
distance of 7.23 feet; thence North 39.46'07" East a distance of 10".77 feet~ 
thence along a curve to the Tight with a radius of 43.00 feet, through a central 
angle of 45~10 1 01". for a distance of 33.90 feet; thence North 84°56 108" 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°49 152" 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 909

, for a distance 
of 6.28 feet; 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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Pllmilftt to authorlt:r ll'M~ b)' the Publlc UUlltta Cr:lmmlulaa, ptnntuton. b hmlby sranltd to 
.. 

, . 

• .. 

(harelnaltef ealled "P'ermlttee"') to oceupy and utillie the following delcflbed ~ OI' pmn!Mt owned by Ute City' 
and CaUnty of San Frandlco (hetelnatter called "City"> and ulJ\!er Jurisdiction or the Water Department: . 

~ and within Parcel.· 18 of fo~ M.m,i right· of W¥ acex>Iding t.o san F:tancl.sa> 
Water Department :recx>rcm and as shcMn on San Francl.soo water Depcu;tm:mt Drawing 
N:>. C-1183 attad:ted hereto am naaa a part hereof. -·--· _. ·-· _. ·--· ------

ror the Plll'POllJ of· inStal.ling ·a 6-inch VCP sanitaxy sewer and a 12-indl N:.P stom drain :i; ~~ sua>J.y Hat:dware's lease of E;X)~ .~~ .Wa1;er ,l:lepeirt:m;mt's 

permit la il'anted •ubJect to th6 followtnc c:ondltlonA: . 
1. Unlet1 otherwtlt spedftcall1 provided herein thll perllllt lh!lll become etreottve wben lilt Public Utllltln Com· 

mlaalon or lte authortzecl fl!Pfl!fflltatlve and th6 Pennlttee hu11 11ped tt. A copy lhall be fumbhed to Per· 
·m~ ' 

2. 'nil• permit dott not con1tltutt a Jeue, deed or grant ot an ettement, or Of a fet lntemt bY .c1t1. It I• not 
tran1terable or a11i,nable, and .II revocable at any time at the option of the Publlo UtlllUn CommlHlon. 

3, The UM •Uthorlied by thla pennlt Is llmltad tolely to the purpo1e1 1tt forth herein, and, except u fXP!'•W>' 
htrein provided, ea111tnietlon, excavation or Jnstallatle>n of 1truetlll'ft la not autltorlatd. 

4. Neither City nor 4111 commlnlon, board, ofilct!r, or emplayee thereof shill be beld responllble or liable · ror 
damqt to aey propertf ol the Pmnlttae l111tall!ld or located on th11 Pttin1- covered by thll permit. 

5. ~rmltle* llhall at all t1mea keep City'• lands 1n iOOd and ll;htly condlUon, 111> tar •• the wne ~ be al· 
tected bJ Ptrmlttee'a operation bel'llllJlder. · · 

a. In the ftvent c.11)' ln•tltutm and prevalll Ill an1 ar;tlon tor tht enforcement of .nt of lb rirhll hireunder, Per· 
mtttee will pay to QtJ aucb nruonable attorney• tee. 11 may be detmnhiild b)' the Court,"u put of tht 
costs of Jlll:ll acUon. 

2.304 



'" .... 

1. Permlttff lhaU, 1111 receipt af notlce to do mo and \Vlthln ..Ucll ftPOnel!l• t1ma limits u JM)' be llxed bJ sal4 
tt0tlce. elm OI' ~ 11t hi. own ~ an)' of hll lmprovenumt-, plantlnp, at other propet't1 ta 111eh. ex. 
Wit at mat b& requited to avald lnter1erence with Mt of CllT• pipe, powei' llnet,. or other ltnlOtures now or 
llm!efter ta be canatructed, with tht malnWIM~ tbereof, or with 8111 other operatlans or land Ille bf City. 
In the 9"1'1t Perm.lttee tafll tu alter at MD'llMt IUI)' of hll Improvement-, pllllltlnat, °" othet Jll'OPU4' 11Ylt.bh\ 
the tlml lltnlt mpedfte4 In 1114 notlee, aald ilnprov1!mentt, plantlnp, or othtt propertf ntBJ bit temOVed by City, 
Ute rwonablt 1111*1111 ol whllih lha1l be _paJ4 to Clt1 b, :rcmtttee. 

s. In the event ot w tmel'll!SlllS' Clq mq, at lu 1ol1 option and w1th1111t nottc&, alter, remove· or piotect at Pet· 
mlttee'• expe11111, 4111' lmprovem.entl, 11tantlnet. or other properb'. except utilltf flltllltlel owned either by 11 
private company or a public qency. On notlee that an emerpney exllta. (IWllen of utllltJ tacllltlet, at their 
own expenR, muat take tmmedlate actson to pl'Otect, remove or relocate aucb faellltlea u required to meet 
the emer;enc:r. 

t. Pmntttee lhlll be relpOlll1ble ln4 Uable for 1n1 ancl all dan\age ta OIY• ltnlaturtt or property, due di~ 
or Indirect!)' to Permlttee'a occupation lllld 111t of City lamll pumwit to tllll permlt, and lhall pl'Olnptl)' pay 
any juat claim therefor, Pennlttee shall a&SllMe !he dctonso of and lnd!!llllllf)' and JQve hermll!tlB the City 11nd 
County of San FrancllCO; tu Public Utultlea CcmrnlQ!on, oll!oen, and employeet from all d.alma, lllSI, llen11, 
damap, Injury ml llablllt1 of ft'iflt1 kind, nature and deterlptlon, r:llreet1)' or lndlreet)y ~ from Permtt
tee'• oecupatton and llM of Qty land& pumumt to th1I perniit ~ of mpomlblllti for nealJience. 

10. Az1Y prdenln( or landleap!Jlc lh.U be llmltAld .to low P'Owln.I aluuhl,. llt'UI or pltntl. Plantlni of b'Oft on 
PtPGUne or eleetrlcl UM rlahtMl·W81 II expmelf not permitted. 

U. ~ the mrtent that any apeclil COlldltlw Pt .forth herein eon4lct with or are lnc:olUdltent with the printed 
condltlont, the 11*1&1 condltlou aball prevall. 

U. In the event the plllpOle of tllll pennlt Ill to nllow Permlttee to ln.!llall utUlty facllltlet tmdet'IJ'OUJld across 
City's premJaet, the dear dlatance between the bottom of Permlttee'a lllstallatlon. arnl the top ot City's exlating 
and propo&ed future water 1IMI lhall not b& lea than llllc lncbet and Pennlttee'11111d lmtallatlon lhall be pla.eed · 
1t an apP?OlllmltelJ conallnt arade for the entire croullla. 

13. In tM immt the plll'pOle of lhJs permit II to allow Pmnlttee to lntWl utilltY tacllttlel underetound 11.Cl'OQ 
C21Y1 prem1let, l'ermltte& lhlll proporlJ mark the allpment ot the un~ lnltallation with wtine.a 
poet&. 

1'- All condlttona at tllll pefmit ue auh,leCt to pel1cdlc rtvlew. 

15. l?ermittee's prqosed inatalllltions within City's right of way shall be in 
acan:dance with Pennittee's drawi.nq,bearing City's 'signed apPt"oval. 'Ibis 
drawinl:J is attached hereto ·as ~it "A" ~ is hereb'j nade a part of this 
permit. . 

16. rn·the event City eJCpaIXI. facilities into the permit area in the future, Permittee 
shall renove his sewer authorized im:Ier this pepnit and relocatE! else..tere, all 
at his ciw expense. 

17 •. tml.ess sooner nM>ked, ·this pemit. shall ten$:late at the erX1 of Pe.rmittee 's lease 
of adjoining lani. · 

18. 'lhe l?el:mittee shall. ootify the Manager of the SUbuxban Division of the San Fran
.clsco Water Dep:lrt:m:nt, EiJorle 697-4424, five w:>rldng days prior to the date of 
installation. . . 

l9 . 'lbe .nw:>val of existing U'OOs along an:! .near the se..ier line authorized under this 
pet:mit is required. 'lhe Pennittee shall perform this ml:k UIXJer the direction of 
.the City ard ~this own ~e. , . 

20. 'lhe installation of facilities. auth:>riud by tbiS permit is "st:bject to CitY 1 s 
· inapectim and awrovaJ,.. . · . : .. 

21. 'lll.e City reserves the right to alter t add, and delete fmm the w:i.tk a~ed ar 
required under this permit. · 

22. Rights granted herein shall be limited to area granted under this permit. l?emd.ttee 
shall not use the adjacent lands of the City withwt priOr approval of the.-General 
M:mager of the San· Ftancisoo Water Department. · 

23. Pern\ittee shall 1'Xlt accept mi :release his a:mtractor for ·the wm:k authorized or 
requi:red by this perml.t before securing the approval of the City. 

24. Permittee ehal1 install nm:kem ident.ifyin;J location of their uOOerground facilities 
oonstruct\'ld urw:ier this permit. ~ am identifyfu;J infomation ·~ ~ be 
awroved by the City. . i : . . 

25. Upon o:nvletian of. installation pennitted hereurxier, Permittee shall renove all 
debris and eJO:eSS dirt and restore the right of way to their original cor.di.tion 
to the satisfaction of the General Manager of the San .Franciaoo wa~ Depa:rtment. 

26. 'lhe City shall rDt be taJlei or assess«l for the- inpr:ovemmts pe.onitted hereunder • 
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SAN jNOSCO WATER DEP.i~c; .. - : ... : 

LAND USE PERMIT 

Pursulll!t to authority grunted by the Public UUII~ Comrnlsalon, permlsslon ls ht!rebf granted tit 

GRl\CE RETAIL a'lm'CRATI<Jt 
%ORCHARD SUPPLY HARDWARE 

P.O. OOX 6450 
SAN JOSE, CALIFORNIA 95150-6400 

ATI'ENTIOO: MIKE IA TCXJRErrE 

. ·-r. 

(hereinafter called "Pennlttee'') ta oecupy and utnlze the following del!Crlbed parcel or pt(lrnises owned by the City 
and County of San Francisco (hereinafter called "City") an under jurlsdlctlon of the Water Department: 

'The follo.ving described real property situated in the City of Millbrae, C.Ounty 
of San Mateo, State of California; 

A portion of Parcel 29 Millbrae Corporation Yard as c.onveyed 
by Spring Valley Water Canpany to the City and County of San 
Francisco by deed dated and :recorded March 3, 193::> in Volum 
491 of Official Records at Page 1, said portion coomancing at 
the intersection of northeasterly line of El Crunino Real with 
the southeasterly line of Pa.reel 29, thence north 46° 53' west 
and along the said northeasterly line of El Camino Real a dis
tance of 336.00 feet, thence north 5-:f' 46' east a distance of 
428.24 feet, thence south 36° 14' east a distance of 75.00 feet; 
thence north 53° 46' east a distance of 292.25 feet; thence 
south 39° 14' east a distance of 255.56 feet; thence south 
53° 46' west a distance of 670.00 feet to the point of comrence
rrent. 

Containing 4.752 acres 100re or less. 

All of which property is identified by San Francisco Water 
Departnent 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 preli.minary engineering; survey and .site preparation 
work. ~~~~.,...-~~~~~~_._~~~~~~~~~~~~~~~~~~~="' 

1. Unless otherwlsi> !!peCl.Ocally provided hereht this permit shall bc~me effective when the Public Utilities Com• 
mlsslon or Its authorized representative and the Permittee have signed It. II. copy shall be furnished to Per· 
mittee. 

2. This permit doea not constitute a lease, deed en: grant of Wl easement. or of a fee htterest by City, It Is not 
trnnsfcrablc or BSJ!fgnable, nod Is revocable at 111\y time nt the option of the Public Utilities Commission. 

3. The use authorized by thb1 permit Is limited solely tr:> the purposes set torth herein, nnd, except ns expre:isty 
h!!l'f!in pn:wided, construction, excavatiott or Jnatallatlon of structures Ill not authorb:ed. 

4. Neither City nor any commlsslon, bomii, officer, or employee thereof shall be held responsible oi- llable for 
damage to any property ot the Permlttee Installed or located on the premlses covered by this permit. 

5. Pennittee shell at all tlmetl keep Clcy's landll In good and !Jlght}y co11dltlon, 1111 fill' as the smne may be a!
fected by Perm!ttee's operation hereunder. 

-·6 ... nl tire eoent CllJ lnsti!dl!!!s and prl!!tml9 h1 """ action fat tite u1ftucement of ftll) of lb dgh!sb21ew1de1. Pet 
ml~ee will IMS' ts El.Ii,• !Ille!! Pes-111112 &~&Pl!e,.i., ~ 119 Rt~ l>s deteftftiftEil liT the Oomt; 11:1 PM I of the 
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1. PennlUett ahbU. on rte\!lpt Of notke to do IO and \<fllhin auch l'l!!UOMbfe time tlmltt aa m&J' Ill! fixed by aald 
nou~. alta- of' remova a~ hit - eiq>en11 ant of hll lmprowmienca, plantlnp, or othn JlfOPert1 to 111ch ex· 
tent u may be req~ to avoid lnterf~ with aey ot Cll)l'1 pipe. power !Ind,, ot other atructures now or 
hereafter to be c:onatructed. with the ma!ntl!nance thereat, °' wtth any other operauan. or land UM by CllJ', 
In iM event Pmnlttett fill.ls to alter at remove M¥ ot hlll lmprovementi. plant.lnif. or other propm,y within 
the ti.me llmlt apedlled In lllid notice, Ald lmprovementa, plantlnp, at other~ may be removed by City, 
the teUOMble ~ ot wb.ldl lllall be paid to CltY by Pennlttee. 

& Xn the event ot any t1ne11i!liey Qty mq, at Its l!Ole optloll lllld wtthOllt notice, alter, remove at protect at Per
mlttee'• expenM, ant !mprovementl, pl11ntbtp, or otber ~. ucept utlllty faeUltlee owned eltbel' by a 
private COll\Paftf or • p.1bllc q;enq. On no!lee !hat an ~ exilta, ownm of uUUt)' tacUIU• at their ' 
own expense. muJt take Immediate llCtloo to protect, remove er relacate l1Q fecllltle9 a. reqlllred to meet 
the eflll!rit!llC1· 

9. ~nnlttett shall be respcnllble and Hable for any and all dsmqe to ctl)I'• •tnleturft or property. due cUNCt!J 
or Incllrec:tl)' to Pemllttff"• oocupatJcn and uae ot Cit¥ lnnda pw1111111t to tJlil permit, and shall promptl,f PllJ 
any juat claim therefor. Pannlttff 1111111 UIUllle the deft1111e of 6Jl4 Indemnify and save hannlea ~ CUy and 
County of Sen Francltco, Its Publlc: UUlltlel OJmmlaslon, otneen, alld emp10)Pe8 troin all claims, 1-, lilllll, 
a.map, ln,ltn Md llabWtJ of _, kind, n1ture and deterlpUoa, directly or lndb'ectl)' an.Ina- from Pennll• 
tee'• otaJPlltlon ms 111t of Cltf l.uids )llll'IN&llt to tltll pmnll ieeudlea of reapanalblllt)' for negll,cence. 

10. A.n7 Pfden1nl or ~ 1111111 bt llmlted to low lfOWlnl ahl'llbl, lfQI flt plurts. Planting of t1"'l!tla on 
plpellM 01' electric: line rlahu.of·wq II ~ not permitted. 

lL To thtt extent that 1111 ll*lal c:ondldom - forth hen1n etirdllet wtth at - lni:anllatent with th• printed 
condltloll.t,, tbt QlllCl.al cmdltton. lhaU pM.a 

12. In U.. event the Pllr'POW of thlll permit II to llllow Pt!l'mitt. to lnltall utlllty faclllUa undereround acroq 
City'• pn:mllel, the clear dlltanee between the bottom of Permlttee't lnltallatlon and the top of Cll)"a exiat1111 
and ~ future waUI' Jllle9 9baU not be 1- Ulan U. lncbet and l'ermittee'a llald lnstal.laUon llhall be placed 
at an epproldmateJ7 eo111t.nt ~ far the endnl ~ 

13. Jn the emtt tbt pUrpma ot thlll pemitt Ill to allow Pmn!ttw to lnlta1I utlllty facU.ltlell undft'il'O\Uld ~ 
Ot:)"a ~ l'malttee lhaU praperlf nwk tbe ~t al Ille underaround lnat.uatloa with wttne. 
pasts. 

14. All condltlonl of thlll permit u. 1111bjeet to pedodkt review. 

.. 

15. 'This pemrl.t is granted for the interim period pending confi.nnation for approval 
by City's Board of SUpervisol"$ of that certain ground lease awarded to Pennittee 
by Public Utilities Ca!mission, pmsuant to Resolution No. 83--0483, acbpted 
Noverrber 8, 1983. · 

16. Permi.ttee shall notify Manager of Suburban Division of San Francisco·Water Depart
nent, phone (415) 697-4424, at least 24 hours prior to date of entry, for any work 
or activity to be coo.ducted under this permit. 

17. Permittee may enter adjoining San Francisco Water Departirent 's Suburban Head
quarters lands for pu:rpa;;es granted herein. 

18. Pe:rmittee shall use extrare care to protect the City's existing water transmission 
pipelines at all titres. Pennittee shall not use heavy const:r:uction equipoont over 
the City's pipelines during construction. 

19. To prevent damage to City's underground pipelines, Pennittee's use of vehicles 
and oonstruction equiprent closer than 20 feet to City's pipelines shall be sub
ject to the following restrictions: 

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

b. 'The "axle loading" of vehicles and construction equiµrent 11R.1St not 
exceed that allowed under "AASID Standard H-10 loading". H-10 
loading is defined as loading caused by a two axle truck with a 
gross weight of ten tons (a:> ,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 equiprent meets this 
requirement. 

2308 



-· I ' .. ;:: . \' ... 
" .J 

20. Pul>lh t.labl\1.•J ""d Proptrtx Dwat ln•urllte•t 

P..-miiU• agNte• to 11&lnt•ln'1n tore• d•ring th• Hlattnct of th1• po.-.H, _,,d •~ tu coot «nd 
up•mo•, campl'lntn•h• pnoral l1«l:lt11t1 ln•11r1nH, 1ncludins uto11cbUe 11t1.d pi-oducte lt•bUJ.tJ' 
lnsuranco it r•qulred bl thit Pu!>Uo UttllUH Co..Unlon. Tll• p0Uc1 ol' po11aln ot aa1d lnturanc• 
thall na• u tr1111re4. or u ad41t1cnal ln111tt49, CltJ, fubltc Ut1l1t1 .. Co,...hdon o.nd lta =•"1>t1'11, 
1nd the arttcen, agent• and n•plorHa ot Hell. Said p0Uc1 or po Uc ht 1nall lnaun utd pusan1 
.,unlit laH or li&11U1CJ tor dll.Ugta ttn: badllt inJ1n'7, <luth or Pf'Ol>•t•r dUl&@t ccca•toned \>7 
nu1>n of tti• opnationa ot rena1u .. 111,011 and abo11t th• pro1>•rt1 p«noiUtd to be occuphd bJ or uaed 
wtth mlnl.lllUlll liabllh1 11=H• u ro~lawai 

tl,000,000 !;ollblned Slnsl• Ll•n rar llod11J lnJu..,, or d .. th ot an7 one P•t'Son; llld 
ror ltodUJ 1nJ~l'J or d•ath or two or ..,,..., P•••ona, 

1n ant on• occl'rl'tlln•:o; and 
tor d&aagll to prop•rt1 rn11lUn1J tO'Otl lift1 """ occur,..nH. 

A C"P:f ot Hld lmn•ranoe policJ or pollql••. allal1 b• r'urnhbed to •l'I• General l!anagar and Chief 
Engin••r, s1111 Fr111ch"o Vatu• O.par-nc,ti•rdn&ft•r ret•rrod to u Manaipr,upon •II• 111cutlon or ttlll 
pt!mU a.nd ahaU contun a pro•lllon tllH wr1tttn noetc• of' can•Ulation or or lrtJ ... terlal cr .... ngt 
tner•ot lttall bl dal1V4tHfl tO MaD&l•I' tlllr'tJ ()~) d&fS in kdYanOIJ 0( tlle •ffeCt1Ye dlU thU'eof,ln tll• 
oven" tl\at otnan tnan th• atoreulct peraona ar. n1.,.d ln nld pol1c7 or poll cl et u ln111rod1, cl' 
additional iftllureda, Per"IO.lttH •ht.11 f'llrnhll Managtr v1th a uuetac•o.1'1 ,.,,.l'tlllUltf ct 1ntuute al\• 
done-nt thn•OJI• .l.ppin>Ye4 ta~ at th• ll&t two &Cotttl14 •nd.OZ' .. Mftt8 aq be Obtained tr ... ll&napr, 

The ... atter 111.i. 411rin1 the t ... • ot'. th1a pe""1t, l'H•Ut•• enall tul"ftl•h ta llal\apr, rro• c1 .. to 
u-, a 41>1' 111outoil carUtlcat• to th• att••' t!lat; th• lPA~ranu co"""*'' tumhhtd to CUJ I.a t>eln& 
11a1ntaina4 1>1 Pu•mitt••· Suoll poUalH ar· cer1:U1cat .. •h•U b• lnutd bJ' • eompatlJ' oi- c<11S1panlt& •P• 
pron4 1n writing b1 C1t1'• Cantl'all•r lrnd .. ta tans bt C1t1'• Cit)' Attarnor.r.nnltt .. anall inc..., .. • 
th• atol'tllH.ld Uc1U upon th• wr1Um 4•1111.114 or cut pro•1d•ll that Old 1ncS"eUH ant reuonllll• and 
J ... ur1u1e bf cur. 

B1 ~?J~lff '!it 
nne Vice President ----L~P.L I 

CITY AND COtJNTr OF SAN FRANClSCO RZ. 
PUBUC UTIUTIES COMMISSlON 

Dated JQ.M .SQ. \~~ 
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I EXHIBIT A I 
CIW"fD UC f1' Tiil!. W r'UftCISCO AIIWQ:ll'tllt.n'n CUii 

A!!Dl>DIC. 1U !WI 1L'lllCISCO A!llmllmATlft COi)! 11' AJl!)lJIC ClW'T!ll l2C TII!l!tO, PlD
UUlTUG DlSCJW(DIATilli. Ill ll:tAl. PROl'lltft cozmw:t'S Oii nlZ CiOllXD Ol lltcADSJ: ar IAC!, 
COi.ill, CU!ll, !IATIOllAL Ol.tGDI, AllCZSTllY, AC'!, SU., SEXDAL OllENTATlDll Oil lllSAllLITt, 

k it ordained by tb• People of the C1t7 and Coulity of San J'rancbco: 

S.ct1011 1. Cbajtt ... l2C ia added to tbe San Franc:iaco AdainiatraUwe Coda to rud 
.- a• follova: 

• 

CllAPT!ll l2C 

JIOl(DlSCltIKIXAnOR Ill R01ER1"1: camw:TS 

SEC. l2C.l. All Property C-tracu to Include !loodiacdaination PrortJii0119. 

All eofttractioa agenciea of cha City and County of San 1rancbco, or ny de~an~ 
lle1'.t thereof, act in& for or on behalf of th• CU:7 am! Couat7, ahall include 11> all. 
contracu, franchiau, lHaea, coaceeaioua or other •1ree.enta i""ol"111g the l••••• 
rntd, or oth ... uu of real propert7 •ad t..piroorC9CDta thereon of the City aad CoantJ of 
S&11 franc:iaco, for a period axca••iial 1:Vttnty-nine (29) days 11> alJ1 calendar year• vbether 
by dnpl&r er cUllU.latiYe 1nat~t, • provision obl1gat11:11 the c011tractor, franchiaee, 
ln•••· ccmc••aionair•, or other part7 of •aid agree.e11t not to diacrf.ai11aca Ol1 tba 
ground or b•c•u•• of r•c•, color, creed,. oatioul ori&in, a12ee•t.r1, •sc, ••s. aezual 
ori•11t4tion or dbab1lit7 agalnat an7 p•raao aeek1na acc_.taU.o;>a, adTaut.a1ea, fac1-
11t1••· priYilqaa, .. rvicaa, or -i.arabip ii> all buaineH, aQCial, or othar Ht&bliab
-ou or oraani.eatiooa, operating frOll or aalr.1ug uae of Hid nal propertJ, aad abell 
require •uch contractor, fraucbi..,., l•••••· or cODceaalonaJ.ra to include a •ill11ar 
pr.,..,iaion ln all aubC011tracta, aubl•aa•a, or other subordinate aan-nta for a period 
1taceadi111 1:Ve11ty-oin• (%9) d•J'• in any celsi•dar year, whether by dngular or c-.latln 
i1111t.--nt, let, .,,.rded. negotiated or ttntered into tbereund&r. 

Ste. 12C.2. J>afiniti...,.. 

N> u uud ic d>1a cliapter th• Ura: 
00 
__. "As•" for t:be purpo•• of -i.arabip rafer• to aocl ahall include illl7 pcnon vbo has 
O attaiu4 che age of eiptaea (18) yeara, axcept fol' bona lid• ae.nior ciUun organ1aa-

ti01la. 
"Coanact" ahall •an aDd 1ncluda an agr-t to oparat11 from or malr.e uae of real 

prCfJ"'rt7 of the Cit7 and CountJ of San'J'ranc:iaco in the operation of a buaine .. , social, 
ar othar eatahlie1-ot or orgao1aatio11. 

"Contraceor" ••ua &fl'f perao11 or perao11•, u ... , partnerabip, corpo.-ation, or cOllbi
nation thereof, who enter• iato • c:onti-act to operate. from or .. u u1e of l'Ul property 
of the City and County of San Franciaco in the operation of a bualnea•, aocial, or other 
••tabl:l.ahlMnt or or&aniaat1D<l. 

'"Subcontract" ahall _.,,. m>d :1.nclude an agree..,1>t ar contract under or aubordinate 
ta a p.rime eontrac.t, fr.anchi••• leaac, or conce••lon. to operate fl'Oll or .. ka uae of rul 

~.& prop•rt7 of the City and County of San runc1*co la the operatioft of a budneu, aocial 
- ..., or othet aatal>liai-n.c or or1anisat1on. , · 

"ConceHion" iD.cludH a grant of land or other property b7 or oa behalf of the Cit7 
aod Count7 of San l"J'uciaca ta a pano1> for tbe purpoae ar uae apecified in Hid grant. 

"CoDA:Haionaire" •ball - 9nd inc:lude a pera011 vho ta the gralltH or 'beneficiary 
of a conceuiao u herein defined. 

"J'ranchiM" shall -.n aocl iaclacle a right or prbilege conferred by grant frow Che 
City and County of San Pranciaco, or •111 contract.ing agenc1 thereof, and Yea tad in and 
authoridn& a IMIUOD to C011duct auch buainess, aaclal, or other actidty u la 1pecified 
ln aaid gra11t. 

"rraucbh .. " ahall .,..n &l>d include a panon vho ia the grantee or beneficiary of a 
fraftchiae a• h•rain definad. · 

t•tnac~att• shall .an &Gd include: a contT&ct, fraachl••, le•••• conce•a1on or athet' 
agneaent to operate froa or Mk• ua• of rul prop11rty of the Chy and County ot SAn 
Franchco in th• operation of a buAioa .. , .aCH:ial or othar establbh..,ot or or11aniution. 

"Leaae" ah.all mean and include a contract bJ which tbe C1t7 am! County of San . 
Fraaciaco, or any oontractiag ap11c7 tber-f, granta to a peraoa the toaporary poue .. 1c11 
and uae of prnpert7, far .-..... rd, and the latcer •P:••• to rato'nl th• • ._ to th• former 
at • future the. 

''LeaMe" •hall - md inclnda a parsan er Ce11&nt tak.1111 poHeaaton of real property 
-.!er • l.liua aa h•rain prortded. 

"S®leue" •ball - aud 1Dcliad• a lean by vllicb a leUM or ta.ant. ll'auta 
ar lat• ta -thel' penou part ~ all of th9 lened rad property for • •horter teni 
41114 WM!ar which •&id i .. ae1 or t419At rneilla .- rtiht or 1ntarut undtt the 
arisinal hue .. 

"leal hl>pttt1" aball - and iocbcl• Uncl iD whicb tbol clt1 aid Couot1 of 
San l'nncieco hold• a baal iotueat aocl laprov-=ta to a&id real Pl'1>PeJ"tf• 

"Sex" ab&ll -..11 the chaucter of being -1• or faule .• 
"S•JCUal OriltDtatiou" aball -n the choice of m-n adlllt aexual pntoer accordin& 

to aeoder. 
"Diaability" b a physical or 11e11tal iapai-t which doaa not -u tlui p«raoa. 

incapable of ul:.ioi uae of the acc..-dat1ooa, adYant&gea, facil1t1ea, priirilegea, 
aerdcca or !Mllherahip in buaine .. , aocial or other ••tabllat.eou or orpn1.ut1ooa 
with a reaaonabla acc01mldatlcn to hi1 or her d1uU11 t1, •lid doH not uke tbe perlOll 
incapable of ukina 1uch UH ill a .. mier .tticb would t>Ot ....i&qer h1a or hel" healtb and 
Hfot7 or the health and ufet7 of othen. 

''Te...,.t" ah&ll Man the paraoo or peraoa:s, firw, pannerahip, urporation or cotlhi
nation thereof who· cater lt1to a coutract. fr&nchiae,. .lea•e,. eoac•••ion Ol' otber •gree-
11ent in,,..hing the luaa, rental or other ,..., of real proputy &ad 1.8prOTe8enta chereon 
of the cu,. aocl Coun1:7 of San 1ranciaco. 

SEC. 12C.3. llocdiacr:!.aiaation ProTidocs of Property Codtracu. 

·' 

Enry contract, frcchiae, lean, conceaaion or <>ther •ar•-nt a11ured f.llto by aay t 
age11c7 of the City IUld CoUllt7 of !Mao 1raociaco, or •"1 departMttt thereof, larolrina · 
the leaae, rental, or other woa of real property and llopro-t.11 th~reon of the City 
and eo .... ty of Sall rranciaco for • IM'l'iod e:&ceedlug tventy-nint (1') daya in •117 caleodar 
year, whether b1 aill&Ul&r or Clllllllati'te inat:nment, •hall contain the prawuiona 
folloving, which a hall ba Ir.Down aa the t>0ndiacriainatio11 proviaiona of auch property 
contract. .. 

In the pedo11111nce d thia coutract, the teQailt agnu a• foll.,.,a: 
(a) The teuAnt or subta11A11t Ifill nae diecraiNta againat •"'1 peraan seeidJl8 acc-.

dationa, ad'ofet.a&u. bcilitia., privileges, aenicee, or -.berehip in the bll1in&H, 
aocial or other .. tablia'-'tt or or1aniutio11 operated by th• tanant or •ubtcn.ut cm the 
rul property of tbe City and Couo.ty of San l'Tanciaco, on the ground or l>ecauae of raca, 
color, cned, nat1011&l origin, anceatry, age, su, &Ullal orient.tion, or dbab1lit7. 

(b) Should tbe tenant or •ubtenant operate as a ...,.benhip orga1UuUoft, the ten.ant 
v111 per.it acceH to hla ""'mberahip record&, rule&, reaubt1oiuo and other pertinent 
data, by the ayardina avtbority, D'l' the San Franci•co Buman Right• Coaai•aioc, for th• 
purpoae of 111.•utigatlng to ucertain co"'l'li•nce with the "®dilcr1DinaUon prodsic•fta 
of thia contract, and on requ••t proride eiridence that ha• or vill CUllPlJ with the non~ 
di•cn...u..Uon prortaion• of thia contract. 

(c) Thac t.aQ&nt or •ul>u11ant ahall be de.,...,d to haYe ~reached the nondi•ci'iaipation 
prov1Uon• of th1• contract upon: 

(1) A finding by the Dlractor of tbe San Franci•co H,,_n IUghu C.,_iaaicm or 
•ucb other official vho -r be deai1nated by the ll11ma11 Righta COlaiaaion, that 
tell&Dt hu vilfully Yiobted aucb ncndiacrbliNtio11 proviaio,,.. 

(2) Upon eucb findina by tha Director of the a._n Right• caaa1 .. 1011, or otbet' , 
official designated by the Buman Righta Cacm.taaion, the avardin& authority •hall /-
notify tenant, or aubtenant r::hat u11l••• he demoostratu to the eatilfacUon of the 
Director of tba San Francieco H"""'n Righu eo-1 .. 1on or otber official designated 
by ~he &""""' ltl1hta Coaniaaion vithi11 aucb reaaooable period •• the JIUlllAD !Uchts 
Camm.J.aaian ahall deteniine, that tbe violation baa been corrected, actio1> "111 be 
talr.en aa aet fortb in aubparaaraph {d). 

(3) The l!ua&n lights CommiHion ahall, vtthin ten daya of the date of iaauaoce 
of any finding by tha Director of the Human Right• ComaiHion or otjier nff:lcial 
ded&11&ted by the Collaiuton in the enforc-nt of thia chapter, -11 to any peraon 
or peraona af~ed by •aid finding, a cop7 of Hi.d finding, ta1.,ther v1th vritte1> 
notice of hie{rl°ght to appeal. llotice of •preal llU&t l>a filed tn vritil>I vith tha 
Chaitman ofthe Commiuion within· 20 day• of the date of -11:1.ng add cop1 and liotice •. 

(4) For purpoau of appeal proceedings under thia Hction; • ciuonm aball con
abt of eight meabers of the Ccnmiaaion. The vote of the aajorit7 of the full 
Comoiuioa aball be aeceaaary to affira, revern or ll!Odi!y web deciaiona, order or 
other action rendered hereunde;:. Should a -ber of the lhman Rightl ComJ.11ion be " 
dui)UUlted UDder Section 1211.2 (c) (1) of thi• contract, that c-1 .. 1011er uy aot 
p&rtidpate !" an .ap~al under thie •ecdon e:a:cept aa a vitneu. 

·. 



{)) pruidin& offic.r of tbe c.-1 .. ion •ball have tha P"'"'r to "4a!ni1<er 

.. 

., 

oa.t:h• to v1tae•M• in •ppe.aU before: the eo..ia•ioa under thia ••ct ion. ln the 
event t.bat .an7 person ahall fail or refuse t.o appa.&r &a a vitn.eaa in any such pro
ceedin& after b•i.na req..,..ated to do ao, &Ad if it ahall appear to the eo-llaa1"'1 
that: bi.a ta•t1.J10ay, or book.., yecorit.... docu:acnta or othar thin&• under bi• control 
are aatuial and relnant •• avideuc:e in the aatter ....iar co,..ideration by tha 
c.-i.aaioo in the proceedina, tbe predd1ag officer of tbc C-iadoo .. Y 1ubpoen.& 
aucb peraan, requil:iog hb preae...:a at tl>e proceeding aad raquiri"I h1a to bdn& 
auch boob, recol'da, doe-ta or other china• mxlar ilia control. 

' 

P· 

~ 

(6) All appeal.a to the lluaan ll.11hta Co.aiuion •hall be open to public 
wpecti.on. Upon ro.achiq a daciaion in Ul7 appeal, tha C.-l.uion ahall give 
written DDtice thtr..,f to the Direct:or of tb<> lhman lliJbu c-iaaion, or otbar 
official dedgnatod by the u._n ltight• Co-1Hion, and the appellant or appdlanta. 
Tbe deciaion of the Co-.iaaion &ball be fi~l unlaaa Within 15 dAya of tbe tiling 
and aarri.ca of vritt- DOtiee thereof appropriate h!lll prouedlnp are filed ill 
a cmat of a>lllJCt&nt juriadic:tlao i.,. _, party to thb contract, 

(1) ll lfJly tcD&Dt or aubtenant tmder contraet -to tlwi City and Couuty of 
$aD hanc:iaco •hall fdl to &pp«ar ac. lfJl •Ppe&l procHdina of tbe c.-t .. 1.,,. &ftar 
bAviug b&en giYeU wrinan uoUca to appear, auch failure to appe.a shall ha gr........i.. 
for ~11..ad.oo of t.ha COO.tS'&C'C or aubcont.T&ct: •ard web teo&Pt. or .ubt.ea.an-c •hall 
be d-4 to haft todeiu.I all r1pt1, beo&fita aa.d Pd•il•P• tber..aodcr. 

(8) n.. llua&O Ugbta C-.iaaion of San Francbco 1h&ll pr-1lg.ote n>laa and 
reauluiona for di• illpl-'1tat1on of the lloadi•crlaluation prowbiona of thia 
c:oatract, and aucb rulaa and replati...,,. ab&ll, "" f.r •• praclt.le&bla, i.. •iailu 
to ~ adopted 111 appllubla federal esacuUn ordara. 

(cl) A breach of tbe Mlld1acrlainat1on prov11iona in the perforunce of tbia cootract 
ahall be de-4 by ;he City and Co1111.ty of San franclaco to be a .aterial bi:uch of con
tract aJWl U.11 for <latandnatlon by tbe officer, board or aArdlng authority ruponai
bla for th& .,,.rdina or lettina of auch contract that the tenant .,. nht-t ia an 
:lrraapon.a.1bl• ten.ant, l••aa•. francbiHe or cooc•ulaa.&1Te aa co all future coatract:• 
for tbe .... of real property. Sucb per~fin. or c1>rporotton 1ball 'QOt, for• puiod 

a of two (2) 7a.ar• t;heruft.or. or vati.l be[ahall -t.abliah &ad C.•rZ')" our: a progs:ca iP. CDD-

fondty vitll t.ha nundhcriaioatlon prDT1a1ona of tbia contract, ba alloved to «&: aa a 
N t......,t or aubt""""t W>dar any connact in'llDlrtng th• i-. reat.l or other .... of raal 

00 
propert7 and iaiproYe'Mnta tbareoa, of ~ City llDd County of San lr•nct.co. 

__. (e) llow.lns coat.ained 1n ebb conu·act &ball lMI CQD&trued in uq ......,..r - u to 
proment t.ba City ..,.i Comley of San l'raACi&co fr- pur•ni.na any other r....tiu tbat .. ,. 

__. l>e a-niUl>la at 1-. · 

SEC. llC.•, - !.iahta C-ioion !!pouered. 

n.. San h:anciac:o a_.. lil;bu c-iaaion, ita· preaidiJI& officer aDd ita diractor 
are bareb1 araat..i the ~ t:a do all llCta llDll ••rciaa all pcN9U rafarrad u ia 
S.Cti• l2C.2 hereof. 

SEC. 12C, 5. l'-.!1¥. 

the llo&rd of Supen1.eora abal.1 appiropdate aucb funda f"'8 tba geural fUlld of tbe 
City and CoomtJ of San l'rancU.:O, aul>ject ca budptary -"" fiacal p...,..iaiou of th& 
c:ban:&r, .. it •1 "'- .....,..urf for .ufor..-t of tbiJo ard1Danca. 

UC. UC.6, .SC-rabil1tt. 

U &117 ci-, -C&DC;8, p.u-asrapb m: part of chi•· title or tb& applie&Uao ti..r.
ol eo -.7 P"r- or d.rc-~ aball, for _, ,...._, ba adjud&ed i.,. a court of 
~tCDt .)..r1edicUaa to boa tirnlU, acll Jarladiccta ebal.1 11111C llffact, ~r or 
1Aw.1Uata tba ~ al tblA diaptcr. 

r:U>al ,.._ ...... dozu&rJ' za, un 
~1>,-~11,1971 

~-....._ 
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CITY ANO COUNTY OF SAN FRANCISCO 

PUBLIC UTILITIES COMMISSION 
SAN FRANCISCO WATER DEPARTMENT 

PROPOSED LAND TO. BE LEASED 
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PORTION OF MILLBRAE PUMP STATION LOT PAR.29 S.M 
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525 Golden Gate Avenue, 1oth Floor 

San Francisco, CA 94102 

T 415.554.5210 

Services of the San Francisco Public Utilities Commission 

June 14, 2016 

Regional Groundwater Storage and Recovery Project Lease Amendment 

Honorable Board of Supervisors 
City & County of San Francisco 
City Hall, Room 244 
1 Dr. Carlton B. Goodlett Place 
San Francisco, CA 94102-4689 

Dear Board Members: 

Enclosed for your consideration is a Resolution authorizing a Lease 
Amendment between the City and County of San Francisco on behalf of the San 
Francisco Public Utilities Commission (SFPUC) and Orchard Supply Company, 
LLC, a North Carolina limited liability company, (Tenant) to modify the 
premises of a Ground Lease Agreement dated April 26, 1984 and extended for 
an additional ten-year term that commenced on May 1, 2014. The Lease 
Amendment addresses the modification of the leased premises to facilitate the 
SFPUC's Regional Groundwater Storage and Recovery Project. SFPUC shall 
pay Tenant the sum of $460,673.00 as compensation for modification of the 
Premises, provided that additional compensation will be payable for any 
extension per the Lease Amendment. 

Through this proposed legislation, we are asking that the Board of Supervisors: 

1. Approve and authorize the Lease Amendment. 

2. Re-adopts and incorporates findings under the California Environmental 
Quality Act ("CEQA"), which were previously adopted by the Board of 
Supervisors last fall; 

3. Re-adopts and incorporates findings that the Lease Amendment is 
consistent with the City's General Plan and eight priority policies of 
City Planning Code Section 101.1 which, were previously adopted by 
the Board last fall; 

4. Approve the Lease Amendment and authorize the Director of Property 
and/or SFPUC General Manager to execute documents, make certain 
modifications, and take certain actions in furtherance of the resolution. 
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EdwinM.lee 
Mayor 

Francesca Vietor 
President 

Anson Moran 
Vice President 

Ann Moller Caen 
Commissioner 

Vince Courtney 
Commissioner 

Ike Kwon 
Commissioner 

Harlan L Kelly, Jr. 
General Manager 



Should you have any questions or need additional information, do not hesitate 
to call Brian Morelli at 415-554-1545. 

Respectfully, 

- Harlan L. Kelly, Jr. 
PUC General Manager 

cc: Naomi Kelly, City Administrator 
w/ Resolution; Rosanna S. Russell SFPUC 
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July 20, 2016 

Anthony Bardo, San Francisco Public Utilities Commission, Real Estate Services 

Item 7. BOS File No. 160711 

[Real Property Lease Amendment - Orchard Supply Company, LLC - San Francisco Utilities Commission 

Parcel No. 29 in Millbrae, CA - $460,673] 

Resolution authorizing the amendment of Orchard Supply Company, LLC's lease of property from the 

City and County of San Francisco, to reduce the size of the leased premises to accommodate the San 

Francisco Public Utilities Commission (SFPUC) Regional Groundwater Storage and Recovery Project, 

Project No. CUW30103, in consideration of City's payment of $460,673; adopting environmental findings 

under the California Environmental Quality Act (CEQA), CEQA Guidelines, and Administrative Code, 

Chapter 31; adopting findings of consistency with the General Plan, and eight priority policies of 

Planning Code, Section 101.1; and authorizing the Director of Property and/or the SFPUC General 

Manager to execute documents, make certain modifications, and take certain actions in furtherance of 

this Resolution. (Public Utilities Commission) 
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Site i APN i 

Bldg & Well Area 093-220-010 

Temp Work Area 093-220-010 

Sub-Surfac~ Telephone 093-220-010 
Sub-Surfac~ Water/SS/SD 093-220-010 

Sub-Surfac~ Water Out 093-220-010 

Temp Stagihg 093-220-010 

I 
I 

I 

City and County of :Son Francisco 
I 

Total OSH Lease Area 

206,931 sq, ft.± 

206,931sq,ft.± 

206,931 sq, ft.± 
206,931 sq, ft.± 

206,931 sq, ft.± 

206,931 sq, ft.± 

Water Out 

Temporary 
Work Area 

(shared use area) 

PG&E Right-of-Way 

Easement Diagram 

Site Area Type Color 

5,393 sq.ft.± Perm. Area Blue 

20,005 sq.ft.± Temp. Acce.ss Area Gray 

862 sq.ft.± Perm. Underground Area Green 
481sq.ft.± Perm. Underground Area Red 

6,887 sq.ft.± Perm. Underground Area Cyan 

4,373 sq.ft.± Temp.Const. Area Magenta 

Temporary Staging 
Area 

Telephone 

Build & Well Area 

Water/ 
Sanitary Sewer/ 
Storm Drain 

City of Millbrae, San Mateo Co. 

Public Utilities Commission 
I 

Real Estate s'.ervices 

Millbrae Corporation Yard 

Conjunctive Use Project Site 13 02/23/2015 
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, July 20, 2016 

Anthony Bardo, San Francisco Public Utilities Commission, Real Estate Services 

Item 9. BOS File No. 160743 

[Real Property Lease Amendment - Mission Valley Rock, Co. - Sunol, California - $29,700] 

Resolution authorizing the amendment of Mission Valley Rock, Co. 's lease of property from the City and 

County of San Francisco, to reduce the size of the leased premises to accommodate the San Francisco 

Public Utilities Commission (SFPUC) Sunol Long Term Improvements Project, Project No. CUW27701, in 

consideration of City's payment of $29,700 and reimbursement of certain expenses; adopting 

environmental findings under the California Environmental Quality Act (CEQA), CEQA Guidelines, and 

Administrative Code, Chapter 31; and authorizing the Director of Property and/or the SFPUC General 

Manager to execute documents, make certain modifications, and take certain actions in furtherance of 

this Resolution. (Public Utilities Commission) 
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File No. 160711 
FORM SFEC-126: 

NOTIFICATION OF CONTRACT APPROVAL 
(S.F. Campaign and Governmental Conduct Code§ 1.126) 

City Elective Officer Information (Please print clearly.) 

Name of City elective of:ficer(s): City elective office(s) held: 
Members, Board of Supervisors Members, Board of Supervisors 

Contractor Information (Please print clearly.) 
Name of contractor: 
Orchard Supply Company, LLC, a North Carolina limited liability company 
Please list the names of (1) members of the contractor's board of directors; (2) the contractor's chief executive officer, chief 
financial officer and chief operating officer; (3) any person who has an ownership of20 percent or more in the contractor; (4) 
any subcontractor listed in the bid or contract; and (5) any political committee sponsored or controlled by the contractor. Use 
additional pages as necessary. 
Orchard is a limited liability company that does not have a board of directors, and its only officer is 
Bob Tellier, President. Mr. Tellier is the only person that meets the criteria set forth in Regulation 
1.126-1 (e). 

Orchard is 100% owned by Lowe's Companies, Inc., a North Carolina corporation. 

Orchard does not sponsor or control anv political committee. 
Contractor address: 
6450 Via del Oro, San Jose, CA 95119 
Date that contract was approved; I Amount of contract: $460,673 
(By the SF Board of Supervisors) 

Describe the nature of the contract that was approved: 
Amendment to lease for SFPUC property in Millbrae, California, pursuant to which SFPUC will 
compensate Orchard for the partial termination of the lease and the temporary deletion of certain 
areas from the leased premises during SFPUC's construction activities. 
Comments: 

This contract was approved by (check applicable): 

Dthe City elective offi~er(s) identified on this form 

0 a board on which the City elective officer(s) serves: San Francisco Board of Supervisors 
Print Name of Board 

D the board of a state agency (Health Authority, Housing Authority Commission, Industrial Development Authority 
Board, Parking Authority, Redevelopment Agency Commission, Relocation Appeals Board, Treasure Island 
Development Authority) on which an appointee of the City elective officer(s) identified on this form sits · 

Print Name of Board 

Filer Information (!'lease print clearly.) . 
Name of filer: Contact telephone number: 
Angela Calvillo, Clerk of the Board ( 415) 554-5184 

Address: E-mail: 
City Hall, Room 244, 1 Dr. Carlton B. Goodlett Pl., San Francisco, CA 94102 Board.of.Supervisors@sfgov.qrg 

Signature of City Elective Officer (if submitted by City elective officer) Date Signed 

Signature of Board Secretary or Clerk (if submitted by Board '!fitW or Clerk) Date Signed 
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