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FILE NO. 160711 RESOLUTION NO.

s
[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.

WHEREAS, The City and County of San Francisco (“City”) owns in fee certain real
property in Millbrae, California, under the jurisdiction of the San Francisco Public Utilities
Commission (“SFPUC”) designated as SFPUC Parcel No. 29, and also known as San Mateo
County APN 093-220-0101; and

WHEREAS, The City, acting through the SFPUC, entered into a Ground Lease dated
April 26, 1984 (the “Lease”) with the predecessor of Orchard Supply Company, LLC
(“Tenant”) for the lease of a portion of such property consisting of approximétely 4.7505 acres
of land commonly known as 900 El Camino Real, Milibrae (the “Premises”) for an initial term

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

San Francisco Public Utilities Commission
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WHEREAS, Tenant exercised the first option to extend the term of the Lease for 10 -
years, commencing on May 1, 2014, at an annual rent of $1,117,432, subject to rental
adjustment on May 1, 2019, in accordance with the Lease; and

WHEREAS, The SFPUC has developed and approved the Regional Groundwater
Storage and Recovery Project (“Project”), Project No. CUW30103, a capital improvement
project included as part of the Water System Improvement Program ("WSIP"), with the
primary purpose of providing additional dry—year regional water supply capacity; and

WHEREAS, The Project is located in the County of San Mateo and its completion
would help the SFPUC achieve the WSIP Level of Service goal for Water Supply adopted by
the SFPUC in Resolution No. 08-200; and |

WHEREAS, An Environmental Impact Report (“EIR”) as required by the California
Environmental Quality Act (“CEQA”) was prepared for the Project by the San Francisco
Planning Department, File No. 2008.1396E; and

WHEREAS, The San Francisco Planning Commission on August 7, 2014 1) certified
the Final EIR (“FEIR”) for the Project by Motion No. M-19209; 2) adopted findings under
CEQA, including the adoption of a Mitigation Monitoring and Reporting Program (‘“MMRP”)
and a statement of overriding considerations (“CEQA Findings”) by Motion No. M-19210;
and 3) found the Project consistent with the General Plan, and eight priority policies of
Planning Code, Section 101.1 (“General Plan Findings”) by Motion No. M-19211, a copy of
the motions is on file with the Clerk of the Board of Supervisors under File No. 1506186,
which is incorporated herein by this reference; and

WHEREAS, The Board of Supervisors on October 28, 2014, adopted Resolution No.
400-14, which included the adoption of CEQA Findings and the adAopti‘on of the San

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

San Francisco Public Utilities Commission
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on file with the Clerk of Board of Supervisors under File No. 140945, which is incorporated
herein by this reference; and |

WHEREAS, Implementation of the Project requires that the City amend the Lease to
recover permanent bossession of a portion of the Premises for construction of Project
improvements and temporary possession of portions of the Premises for construction staging
and installation of utility lines; and |

WHEREAS, SFPUC staff, through consultation with the Office of the City Attorney and
the Director of Property, have negotiated with Tenant a proposed First Amendment to Ground
Lease (“Lease Amendment”), a copy of which is on file with the Clerk of the Board of
Supervisors under File No. 160711, which is incorporated herein by this referénce, by which
City would pay Tenant the sum of $460,673 as compensation for the necessary permanent
and temporary modifications of the Premises, subject to additional payments if City extends
the periods of termporary possession, all of which is pursuant to an approved appraisal report
dated January 9, 2015; and | _

WHEREAS, On August 12, 2014, by SFPUC Resolution No. 14-0127, a copy of which
is on file with the Clerk of the Board of Supervisors under File No. 140945, which is
incorporated herein by this reference, SFPUC adopted CEQA Findingsv, approved the Project,
and authorized the SFPUC General Manager and/or the Director of Property to undertake the
process to acquire possession of the needed portions of the Premises, and, following Board of .
Supervisors approval of the necessary lease amendment, tb accept and execute the lease
amendment and any other related documents necessary to consummate the transactions
contemplated therein, in form approved by the City Attorney; and |

- WHEREAS, San Francisco Charter, Section 8B.121(a) grants the SFPUC Commission
the exclusive charge of the real property assets under the Commission’s jurisdiction, and

Charter Section 9.118(c) requires that any amendment of any City lease of real property

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

WHEREAS, The Project files, including SFPUC Resolution Nos. 08-200 and 14-0127
and San Francisco Planning Department File No. 2008.1396E have been made available
for review by the Board of Supervisors and the public, and those files are considered part of
the record before this Board; and

WHEREAS, The Board of Supervisors has reviewed and considered the information
contained in the FEIR, and the CEQA Findings, including all written and oral information
provided by the Planning Department, the public, relevant public agencies, the SFPUC and
other experts and the administrative files for the Project; now, therefore, be it

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
Project analyzed'in the FEIR and previously approved by the San Francisco Planning
Commission, the SFPUC, and the Board of Supervisors; and, be it

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

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

reference the CEQA Findings made in Resolution No. 400-14, Board File No. 140945
concerﬁing the Project; and, be it

FURTHER RESOLVED, The Board further finds that since the FEIR was finalized.,
there have been no substantial Project changes and no substantial changes in Project
circumstances that would require major revisions tovthe FEIR due to the involvement of
new signiﬁcant environmental effects or an increase in the severity of previously identified
significant impacts, and there is no new information of substantial importance that would

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

San Francisco Public Utilities Commission
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FURTHER RESOLVED, The Board of Supervisors hereby incorporates by reference
the General Plan Findings made in Resolution No. 400-14, Board File No. 140945
concerning the Project; and, be it .

FURTHER RESOLVED, That in accordance witﬁ the recommendations of the
SFPUC General Manager and the Director of Property, the Board of Supervisors hereby
approves the Lease Amendment and the transaction contemplated thereby in substantially
the form of such instrument presented to this Board; and, be it

FURTHER RESOLVED, That the Board of Supervisors authorizes the Director of
Pfoperty and/or the SFPUC’s General Manager to enter into any additions, amendments,
or other modifications to the Lease Amendment (including, without limitation, the attached
exhibits) that the Director of Property and/or the SFPUC’s General Manager determines are
in the best interest of the City, do not materially increase the obligations or liabilities of the
City or materially diminish the benefits to the City, and are necessary or advisable to
complete the transaction contemplated in the Lease Amendment and effectuate the
purpose and intent of this resolutidn, such determination to be conclusively evidenced by
the execution and delivery by the Director of Property or the SFPUC’s General Manager of
the Lease Amendment and any amendments thereto; and, be it

FURTHER RESOLVED, That the Director of Property and/or the General Manager
of the SFPUC are hereby authorized and urged, in the name and on behalf of the City and
County, to execute and deliver the Lease Amendment with Tenant, in substantially the form
of such instrument presented fo this Board, and to take any and all steps (including, but not
limited to, the execution and delivery of any and all certificates, agreements, notices,
consents, and other instruments or documents) as the Director of Property or SFPUC
General Manager deems necessary or appropriaté in order to consummate the modification

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

San Francisco Public Utilities Commission
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and intent of this Resolution, such determination to be conclusively evidenced by the

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

documents.

$460,673.00 available
ode: 730150
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General Manager
San Francisco Public Utilities Commission
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BUDGET AND FINANCE COMMITTEE MEETING JuLy 20, 2016

Item 7 Department:
File 16-0711 San Francisco Public Utilities Commission (SFPUC)

Legislative Objective

s 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

o 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.

o 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.

e 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 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.

Fiscal Impact

e 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. 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.

Recommendation

e Approve the proposed resolution.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING ’ Jury 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.

BACKGROUND

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 to 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 BUDGET AND LEGISLATIVE ANALYST
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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.

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 amendment would authorize the SFPUC to pay OSH $460,673 as compénsation
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
P'roject analyzed in the CEQA findingsvand the Planning Commission’s findings that the Project is
consistent with the City’s General Plan and Planning Code.

_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.? Based on the appraisal, the net
present value of the temporary and permanent reduction i in the lease site payable by the SFPUC
to OSH was $460,673, as shown in Table 2 below.

! 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.

% 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 BUDGET AND LEGISLATIVE ANALYST
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Table 2: Detail of Payment to OSH by SFPUC

Permanent Uses

Building and Well Area $290,522
Well Water Area 55,651
Utilities’ 10,852
Subtotal Permanent $357,025
Temporary Uses

Staging Area (18 months) $36,308
Construction Area (9 months) 67,341
Subtotal Temporary $103,648
Total $460,673 .

Source: Appraisal Report

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 _ BUDGET AND LEGISLATIVE ANALYST
22

2223



2224



FIRST AMENDMENT TO GROUND LEASE

THIS FIRST AMENDMENT TO GROUND LEASE (this “Amendment”) is made as of

, 201_, in San Francisco, California, by and between CITY AND COUNTY OF
SAN FRANCISCO, a municipal corporation (“City” or “Landlord”), acting through its Public
Utilities Commission (“SFPUC”) and ORCHARD SUPPLY COMPANY, LLC, a North
Carolina limited Hability company (“Tenant”). '

RECITALS

THIS AMENDMENT is made with reference to the following facts and circumstances:

. City and Tenant’s predecessor in interest entered into that Ground Lease dated
April 26, 1984 (the “Lease”), for the lease of approximately 4.7505 acres of land 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 under 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 arbifration) of One
Million One Hundred Seventeen Four Hundred Thirty-two Dollars ($1,117,432. OO) subject to a
rental adjustment on May 1, 2019, as required in Section 5.01(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 Premises 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:

1L Effective Date; Commencement Dates.

1.1 Effective Date. The date on which this Amendment shall become effective (the
“Effective Date”) is the date upon which both of the following shall have occurred: (2) 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 Commencement Date. The “Building Commencement Date” shall be
September 28, 2015. Tf 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 between City and Tfﬁaél& (“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 Temporary 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 Commencement 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 idéentified 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 Line Commencement
Date shall be no earlier than the Building Commerncement Date and no later 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, Tenant and City shall confirm in writing the Utility Line
Commencement Date. If 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 purposes of determining the expiration date of the Utility Line
Installation Period (as defined in Section 2.3); however, City’s use of the Temporary Work Area
during the penod 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 of the Building
Commencement Date or the Effective Date, the Building and Well Site shall be deleted 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 clear of any and all trash, vehicles, equipment, inventory, other personal
property, and structures, except that Tenant, at its optlon may leave the existing fence for City’s
contractor to demohsh '

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 Commencerment Date, Tenant shall tender possession of the Temporary Staging
Area to City’s contractor free and clear of any and all tfash, vehicles, equipment or other personal
property, and structures. The “Building Construction Period” shall be the period commencing
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-to-month basis. A 14-day written 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 hold harmiess (“Indemnify”’) Tenant from arid 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 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 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 in 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 Area. During the Utility Line Installation
Period, as defined below, City shall have the right to use the Temporary Work Area for the
installation of 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,
(if) do not diminish the quality of utility installation work performed, and (iii) do not
unreasonably restrict Tenant’s ability to take delivery of necessary supplies and merchandise.
During any scheduled installation, Tenant shall keep the Temporary Work Area free and clear of
parked vehicles, equipment, supplies, merchandise and other obstructions, except for delivery
trucks loading or unloading materials at Tenant’s loading dock at mutually agreed upon times.
The “Utility Line Installation Period” shall be the period commencing on the Utility Line
Commencement Date 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 Installation 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 optien 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 Compensation (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 Line Installation Period, the Temporary Work
Area shall remain part of the Lease Premises.

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, 6r (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 be obligated to Indemnify 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 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, prov1ded 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.

24  Maintenance, Operation and Protection of the New Utilities. Landlord’s
easement under Section 2.02 of the Lease to enter 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 the 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 immediately prior to the
commencernent of the work related to the Project, and such premises shall agam become part of
the Lease Premises.

4, Compensatlon Within thirty (30) days after the Effective Date (as defined in
Section 1. 1), City shall pay Tenant the sum of Four Hundred Sxxty Thousand Six Hundred
Seventy-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 of the Temporary Work Area during the Utility Line Installation
Period (provided that additional compensation will be payable for any extension, in accordance
with Section 2.3), and (iv) City’s permanent use of subsurface 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 the permanent deletion
of the 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 commences using any part of the
Premises before the 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) under such Permit. Upon request, Tenant shall
submit any standard forms required by the City’s Controller as a condition of refeasing 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 respon31b1e 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

'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 the equivalent number of years of experience in the 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. Thls Amendment shall be governed by, construed and enforced in
accordance 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 executed 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 sha]l be treated in all respects as
having the same effect as an original signature.

2229



12.  Miscellaneous. 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, agreements, 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 may 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 pa.mes hereto have executed this Amendment as of the first date

" written above.

TENANT:

LANDLORD:

APPROVED AS TO FORM.: .

DENNIS J. HERRERA, City Attorney

/7 f; .

Carol hnson/ftem
Deputy ity Attorney

ORCHARD SUPPLY COMPANY, LLC, a

" North Carolina limited liability company

. Kl —

Name: %)7

Fs: ~AX NSt
By:

Name: -

Its:

CITY AND COUNTY OF SAN FRANCISCO,
a municipal corporation |

By:

HARLANL. KELLY, JR.
General Manager
San Francisco Public Utilities Commission
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EXHIBIT A
Diagram of Tempbrary Work Area, Building and Well Site,.

and Temporary Staging Area
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Site APN- Total OSH Lease Area Site Area | Type Color
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Conjunctive Use Project Site 13

02/23 /2015




EXHIBIT B

City Lease Provisions

A. Local Hiring Requirements

If Tenant proposes to make improvements or alterations to the Premises that exceed
Seven Hundred Fifty Thousand 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(£)(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 Hin'ng Policy.

B. Non-Discrimination in City Contracts and Benefits Ordinance

1. Section 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 attached). Section 20.10 and Exhibit F of the I.ease remain
applicable until the Effective Date.

2. Covenant Not fo Discxjiminate

In the performance of the Lease, Tenant agrees not to discriminate against any Tenant
employee, any City employee working with Tenant. or any applicant for employment with
Tenant, or against any person seeking accommodations, advantages, facilities, privileges,
services, or membership in all business, social, or other establishments or organizations, 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 subcontracts relating to the Premises
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 () above. In
addition, Tenant shall incorporate by reference in all subleases and other subcontracts entered
into or amended on or fter the Effective Date the é)é@éfjssions 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
failure to comply with the 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 conditions 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 Amendment. 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 and Governmental Conduct Code, which prohibits any
person who contracts with the City for the selling or leasing of any land or building to or from
City whenever such transaction 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
officer serves, from making any campaign contribution to (a) the City elective officer, (b) a
candldate for the office held by such individual, or (c) a committee controlled by such individual
or candidate, at any time from the commencement of negotlatlons for the contract until the later
of either the termination of negotiations for such contract or six months after the date the contract
is approved. Tenant acknowledges that the foregoing restriction 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 financial officer, and chief
operating officer; any person 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 contained in Section 1.126.
Tenant shall provide City with the names of each person, entity, or committee described above.

D. MacBride Principlés - 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 Section 12F.1 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 Northern Treland. )

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.

K. Tropical Hardwood and Virgin Redwood Ban

City urges companies not to import, purchase, obtain, or use for any purpose any tropical
‘hardwood, tropical hardwood wood product, virgin 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 in 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 advertising 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 product.

H.  Prohibition 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

L. 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 w1th the
Lease. :

J. Food Service Waste Reductioﬁ

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 16, 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 entering 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) liguidated
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 sustained 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 by 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 and employees of Tenant who would be or are performmg work
at the Premlses

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 matenal
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
cmployment or cmployee s: (1) 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;

(ix) participation 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 pertammg 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. Tenant 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 employment with .
Tenant or subtenant at the Premises, that 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
the 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 faiture 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 $50 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 any 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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1/25/83

950 EL CAMINO REAL
MILLBRAR, CALIFORNIA

GROUND LEASE

This GROUND LEASE ia made as of this thday oE N
19854, by and between the CITY AND COUNTY OF SAR FRANCISCO, a municipal -
corporation, acting through its Public - Utilities Comzsaion (the
"Coomission™) ("Landlord™, and GRACE. RETAIL CORPORATION, a Delaware
corporation having an office at cf/o Orchard Supply Hardware, 1555 S.
Seventh St., San Jose, Califormia 95112 {“Tenant").

RECITALS:

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

A. Landlord is the owner of all that certain real property
(“the Premises") gituated in the City of Hillbrae, County of San Mateo,
State of California, particularly described in Exhibit A~1 hereto and
shown on the survey attached hereto as Exhibit A-3,

" .B. Tenant desires to lease the Premised from Landlord ia
"ag is" condition and to have the right to erect new improvements thareon.

ROW, THEREFORE, IN CONSIDERATION of the mutual covenants and
promises herein contzined, Landlord leasea to Tenant, and Tepant does
hereby lease and take from Landlerd, the Premises upon the terms and
conditions hereinafter set forth: ,

ARTICLE ONE
Definitions

1.01. Additional Rent, The rent payable by Tenmant pursuant to
Section 5,04 of this Cround Lease.

1.02. Aonual Rent. The rent payable by Tenant pursuant to Section
5.01(b) of tha Ground Lease.

1.03. Commencement Dsate. \\I\Pd L, 198}_—&.

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

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

1.06. Manager. The General Manager and Chief Engiﬁéer of the San
Francisco Water Department,

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

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

1.09. Mortgagor, A trustor under &.rtecorded deed of trust as well
as a wortgagor.

1.10. Opening Date. The date on vwhich the Tenant opens for
business on any portion of the Premismes.
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1.11. Premises. The real property particularly deseribed in
Exhibit A=l to this Ground Lease, together with all easements and rights
appurtenant thereto.

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

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

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

ARTICLE TWO
Premises
2,01, Demise of Premises. Landlord leases to Tenant and Tenant

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

2.02. Reservation of Easements. Landlord reserves the. following

.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 recomstruct additional pipeline
and . appurtenances, all within the thirty (30) foot wide strip of land
along the existing fifty-four (54) inch pipeline as shown on the Survey,
Exhibit A-3, attached hereto and incorporated herein by reference thereto.

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

* {c) Existing Easements, The rights of way and easements for
existing undérground water pipelines, overhead power and communication

lines in, over and through the Premises, as showm 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 intc 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 Fforegoing 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 sub_]ect to the following rights and
obligations:

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



(b) Relocation Of Easements. Tenant shall have the right to
replace or relocate any of the easgements; provided, however, that all
costs of such relocation shall be borne by persons other than Landlord,
the prospective relocation, configuration sand 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
consistent . with Landlord's operating requirements as .Manager “shall
determine in its discretion reasonably exercised. All costs for repair,
replacement or removal of any improvements from time to time located in
any easemént area shall be borme by Tensnt without any right over or
claim against Landlord.

(¢) 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. 1In addition, in order to prevent
_ damage to Landlord's underground pipelines, Tenant's use of vehicles and
construction equipment within' 20 feet of Landloxd's pipelines shall be
subject to the following restrictions: ’

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

at least 3 feet;
% .

(ii) the '"axle loading" of vehicles and construction
equipment wmust not ewceed 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 tem tons (20,000 1bs.), axles 14 feet apart, and
rear axle carrying 8 toms (16,000 1bs.). It is Tenant's respomsibility
to provide substantiation that its equipment meets this requirement; and

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

Improvements and pipeline appurtenances damaged or
disturbéd by Tenant ghall be repaired and/or relocated by Landlord at
Tenant's expense. :

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

(e) landlord's Responsibility. Anything herein contained to
the contrary notwithstanding, Landlord shall conduct the installation,
maintenance and operstion of any of the aforesaid easements, pipelines
and other utility and communication facilities in such manner that will
not unnecessarily or unreasonably obstruct, interfere with, or impede .the
ingress/egress of persons or vehicles to and from the Premises or any
buildings constructed thereon and the public streets abutting the
Premises, or the orderly flow of both pedestrian and vehicular traffic,
or otherwise interfere with Tenant's use of the Premises or its business
thereon. In addition, Landlord shall repair any damzge which may be done
to the surface of the Premises or to anmy pavement, landscaping, curbing
or other improvements thereon or to any buildings or other improvements
thereon which may result from the construction, installatiom, repair,
maintenance or operation (or any combination thereof) of the aforesaid
easements, pipelines and/or utility and commumication facilities.
Landlord shall be respomsible for, and shall reimburse Tenant upon demand
for, sny loss, cost or expense paid or incarred by Tenant and
" attributable to arny and all damage to property and injary or death to
person or persoms 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, vrepair, wmaintenance or opersgtion (or .any combination
thereof) of the aforesaid easements, pipelines and/or utility and
- communication facilities. :

2.04. Grant Of Access Easement. Landlord grants to Tenant a
non—exclusive easement for the Term of the Lease and any Extended Term of
the Lease over a portion of that certain parcel of property owned by
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" Landlord and situsted immediztely adjacent to the Premises, said easement
area being more particularly described on Exhibit A-Z and located within
the area shown on Exhibit A~3 hereto and desighated thereon as “Ingress &
Egress- Easement™, for the purpose of ingress and egress by Temant, its
subtenants, cuatomets, employees, inviteer, licensees, agents, and
contractors, in the conduct of its buszness, and any motor vehitles used
in the conduct of businees to and from the Premises onte E1 Camino Real
" at the gignalized intersection. Tenant shall, at its sole cost and
expense, .relocate Landlord's automated entrance gate and security fence
as Manager shall direct., It is understood and agreed that the Ingress &
Egress Easement area may be altered or modified by mutual agreement
between the parties provided, however, that throughout the Term or any
Extended Term Tenant shall be granted (and Landlord, its successore and
assigns ehall provide and grant to Tenant) an access easement ' of
substantially the same size and confipgurstion and in substantislly the
same location as the Ingress & Egress Easement shown on Exhibit A~3
hereto. Llandlord and Temant further covemant and agree that ‘each shall
keep the Ingress & Egress RBEasement area free at all times from
obstructions of any nature (including, without limitation, parking of
trucks or other vehicles, barricades, fences and landscaping) such that
the free flow of pedestrian and wvehiecular traffic to and from the
Premises and Landlord's adjacent property and the public streets through
the Ingress & Egress Eascement area sghall at all times be and remain
unimpeded and unhampered. .

- 2,05. Conditions Of Title. , Landlord holds title to the Premises in
fee pimple 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, Temant shall remove,
relocate or reconstruct onto adjacent teal property of Landlerd certain
parking lot improvements presemtly located om the Premises, as shown on
Exhibit B, all in accordance with written plans and specifications of
Landlord and in a manner reasonably satisfactory to Landlord; provided,
however, that the cost of such relocationm 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 gaid sum for such relocatiom.
Such work shall not disrupt parking facilities required for employees and
invitees of the Water Department, nor shall ingress to or egress from .
such parking facilitias bé-obstructed. lLandlord shall remove the newly
installed chain link fence -along the frontage of the Premises prior to
. the Construction Period and Landlerd shall rtetain possession of the
.Fencing materials., Tenant may demolish and remove all other existing
improvements on the Premises (excluding the pipelines, power lines and
ather items shown on Exhibit 4-3).

"Prior tp the commencement of any such relocation work by
Tenant, Tenant shall submit te Landlord az written estimate of the cost of’
all such relocation wark as set forth ia the aforesaid plans aud
gpecifications 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 comstruction price of said lowest bid and
pay to Tenant the amount thereof which exceeds the Cap Price at the time
and as provided hereinbelow; or

(1ii) Modify the plans and specifications for such releocation
work, and resubmit the same to Tenant to obtain a new comstruction price
not exceedlng the Cap Price.

If Landlord ghall 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 te Temant the
amount, if any, by which the construction price of such relocation work
ghall. exceed the Csp Price, as hereinafter provided.  Within thirty (30}
days after completion of such relocation work, Tenant shall deliver to
Landlord a statement certified by an officer of Tepant's Orchard Supply
Hardware division setting forth inm detail the costs of completing such
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relocation work in accordance with Lendlord's plans and specifications,
including the computation of costs in excess of the Cap Price which are
to be paid by landlord, Within thirty (30) days after the delivery of
said statement- to Lapndlord, landlord shall reimburse Tenmant for the cost
of completing such relocation work in excess of the Cap Price. If
Landlord shall fail to reimburse Tenant as herein provided within said
thirty (30) day period, then Tenant may, at its optiom, deduct such
amount Erom the next due and succeeding payments of Minimum Annual Rent
and other charges payable by Tenant to Landlord under this Lease.

2.07., HMaintenance of Ingress & Epress Eapement Area, Throughout
the term of this Lease and any extensions thereof, Tenant covenants and
agrees to maintain and repair the Ingress & Egress Easement area in good
order and cendition iancluding, but not limited to repaving, restriping,
filling in pot holes, removing all rubbish and debris therefrom, and
removing all atanding water and ice therefrom, provided, however, that
Tenant shall not be .obligated to repair or replace amy portion of the
Ingrees & Egress Easement area, the damage to which was caused by .
Landlord, its employees, agents, officers, licensees, invitees or
contractors, or with respect to any repsir or replacement required as a
result of the faulty or defective counstruction of any portion of the
Ingress & Egress Easement area (snd Landlord agrees to repair and/or
replace the sawe). If Tenant shall fail to make or perform any of its
maintenance obligations herein provided, and if Tenant shall wot 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, st Landlord's option, witheout
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 amy contractual liability incurred by Landlord in so doing
shall be deemed paid or incurred for the account of Tenant and Tenant
agrees to reimburse Landlord therefor. If Tenant shall fail to reimburse
Landlord upon demand for anmy 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 bereunder.

ARTICLE THREE

'

Term

.

3.01. Initial Term. The Term shall commence on the Commencement
Date and ghall expire at the hour of 1Z:01 A.H. on the thirtieth {(30th)
amniversary of the Commencement Date unless (i) the Term is extended in
accordance with the provigions of Section 3.02 or (ii) earlier termipated
se hereinafter 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 reappraisal 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 pext preceding Extended Term) and
terminate at the hour of 12:01 A.M. on the tenth (10th) amniversary of
the date of commencement of each Extended Term, unless earlier terminated
as hereinafter provided.

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

(1) Yo Default. Tenant shall not be in default under
this Ground lease (i) at the time notice of exercise of the option is
given to Landlord, and (ii) on the last day of the Initial Term (or the
next preceding Extended Term).

(2) MNotice. At least one hundred eiphty (180) daya
before the last day of the Initial Term (or next preceding Extended
Term), Tenant shall -give Landlord written notice that Tenant has
irrevocably slected to extend the Term in accordance with the provisions
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of this Section 3.02, Each party shall, at the request of the other,
- execute a memorandum in recordable form acknowledging that the optiom has
been exercised and the Term extended for the applicable Extended Term.

ARTICLE FOUR

Security Depogit .

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, Temant may, at
its option and in’ lieu of such cash deposit, establish and maintain
throughout the Term of this Lease, with & national or California bank
having &t least one branch office within the City and County of San
Francisco, a confirmed irrevocable letter of credit in favor of the City
and County of San Framcisco, 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 entire face amount thereof, or any portion thereof, shall
be made to the City and County of San Francisco, upon presentation of a
written demand to the said bank signed by the 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 use, apply or retain the whole or any part of
the Security Deposit (or make its demand under said letter of credit) for
any or all of the following purposes, an in such order of priority, as
Landlord mway elect in its sole discretion: (i) to the extent of any sum
due to Landlord; (ii) to compemsate Landlord for amy expense or damage
caused by Tenant's default; or (iii) to cure the default. If amy portion
of said security deposit (or said letter of credit) is so used or
‘applied, Temant shall withia 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 amount, and Tenant's
failure to do so shall be a default under this Lease. If Landlord shall
apply or retain the whole or any part of such security deposit or shall
_receive any payments from the aforementioned bank under said letter of
- credit by reason of having made a wrongful or excessive demand Ffor
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
automgtic extensione through the Term of this Lease, and shall provide
for sixty (60) days notice by said bank to Landlord in the event of
nonextension. In the event of any such nonextension, Tenant shall
replace said letter of credit at least ten (10) days prior to expiratiom,
and if Tenmant f£ails to do so, Landlord shall be entitled to present it
written demand for payment of the entire face amount of said letter of
credit. Any amount so received by Landlord shall be returned to Tenant
upon replacement of the letter of credit.

4.02. Surety Bond. In lieu of the cash security deposit and/or
letter of ecredit hereinabove provided, Tenant may, at its optiom, obtain
and deliver to Landlord a:valid surety bond or bonds in a sum equal to
gix (6) months Annual Rent, issued by a surety company or companies
reasonably acceptable to the Controller of the City of San Francisco and
in such form as reasonably approved by the City Attorney of the City of
San Francisco, which surety bonds shall be kept, at Tenant's own expense,
in full force and effect until the sixtieth (60th) day after expiration
or earlier termination of the Term of this Lease, as the same may here-
after be modified, renewed or extended, to insure faithful performance by
Tenant of all of the covenants and conditions to be performed ér observed
by Tenant hereunder according to their true intent and meaning, including
‘but not limited to, provisions for payment of all rents, taxes, imsurance
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
Rent

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

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

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

() Adjustment to Annual Rent.

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

(2) Calculation of CPI Adjustment. The periodie
ad justments to Minimum Annual Rent shall be calculated as follows:

(a) The first such rental adjustment shall be made
for purpoaes of calculating the Annual Rent for the five (5) year period
commencing on the fifth (5th) anniversary of the Commencement Date. For
such purpose, the Beginning Index Figure shall be the figure for the
Consumer Price Index last published immediately prior to the end of the
Development Period, and the Adjustment Date Index Figure shall be the
figure for the Consumer Price Index last published immediately prior to
the fifth (5th) anniversary of the Commencement Date. The Annual Rent
for the five (5) year pericd commencing with the fifth (5th) anniversary
of the Commencement Date shall be the amount equal to the sum of: (i)
the Initial Apnual Rent’ set forth in Section 5.0L(b}; plus (ii) the
amount derived by multiplying ssid 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 Annval Rent
be adjusted downward, and provided further that if the above calculation
of CPI adjustment results in an adjusted Annual Rent which exceeds the
Initial Annual-Rent set forth in Sectiom 5.01(b} by 30% or more, then the
Annual Rent for said five (5) year period commencing with the fifth (5th)
_ anniversary of the Commencement Date shall be 13® of the Initial Annual
Rent get forth in Section 5.01(b), and provided further that Tenant may,
at its option, elect to have the Annual Rent for said five (5) year
period established pursuant to the optional appraisal procedures set
* forth in Sectionm 5.01(d) hereof.

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

¢
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tenth (10th) anniversary of the Commencement Date shall be the amount
equal to the sum of: (i) the Annual Rent paysble during the tenth (10th)
Lease Year of the Term; plus (ii) the amount derived by multiplying the
Annual Rent payable during the tenth (10th) Lease Year of the Term by the
fraction, the numerator of which is the Adjustment Date Index Figure less
the Beginning Index Figure, and the denominator of which is the Beginning
Index Figure, provided, however, that in no event shall the Annual Rent
be "adjusted -downward, and provided further that if the above calculation
of CPI adjustment results in an adjusted Anrnual Rent which exceeds the
Annual Rent payable during the tenth (10th) Lease Year of the Term by 302
or more, then the Anmual 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.

(¢) The third such rental adjustment shall be made
for purposes of calculating the Annual Rent for the five (5) year period
commencing on the fifteenth (15th) anniversary of the Commencement Date.
.For such purpose, the Beginning Index Figure shall be the figure for the
Consumer Price Index last published immediately prior.to the tenth (10th)
anniversary of the Commencement Date, and the Adjustment Date Index
Figure shall be the figure for the Consumer Price Index last published
immediately prior to the fifteemth (15th) anniversary of the Commencement
Date. The Annual Rent for the five (5) year period commencing with the
fifteenth (15th) anniversary of the Commencement Date shall be the amount
equal to the sum of: (i) the Annual Rent payable during the fifteenth
(15th) Lesse Year of the Term; plus (ii) the amount derived by
multiplying the Annual Rent payable during the fifteenth (15th) Lease
Year of the Term. by the fraction, the numerator of which is the
Adjustment Date Index Figure less the Beginning Index Figure, and the
denominator of which is the Beginning Index Figure, provided, however,
that in no event shall the Annual Rent be adjusted downward, and provided
further that if the above calculation of CPI adjustment results in an
adjusted Annual Rent which exceeds the Annual Rent payable during the
fifteenth (15th) Lease Year of the Term by 30 or more, then the Annual
‘Rent for said Five (5) year period commencing with the fifteenth (15th)
anniversary of the Commencement Date shall be 1302 of the -Annual Rent
-payable during the fifteenth (15th) Lease Year of the Term.

(d) The fourth such rental adjustment shall be made
for purposes of calculating the Annual Rent for the five (5) year period
commencing on the twentieth (20th) anniversary of the Commencement Date.
For such purpose, the Beginning Index Figure shall be the, figure for the
Consumer Price Index last published immediately prior to the fifteenth
(15th) anniversary of the Commencement Date, and the Adjustment Date
Index Figure sghall be the figure for the Consumer Price Index last
published immediately prior to the twentieth (20th) anniversary of the
Commencement Date. The Annual -Rent Ffor the five (5) year period
commencing with the twentieth (20th) anniversary of the Commencement Date
shall be the amount equal to the sum of: (i) the Annual Rent payable
during the twentieth (20th) Lease Year of the Term; plus (ii) the amount
derived by multiplying the Annual Rent payable during ' the twentieth
(20th) Lease Year of the Term by the fraction, the numerator of which is
the Adjustment Date Index Figure less the Beginming Index Figure, and the
denominator of which is. the Beginning Index Figure, provided, however,
that in no event shall the Annual Rent be adjusted downward, and provided
further that if the above calculation of CPI adjustment results in an
adjusted Annual Rent which exceeds the Annual Rent payable during the
twentieth (20th) Lease Year of the Term by 30% or more, then the Annual
Rent for said five (5) year period commencing with the twentieth (20th)
anniversary of the Commencement Date shall be 1307 of the Annual Rent
payable during the twentieth (20th) Lesse Year of the Term and provided
further that Tenant way, at its option, elect to have the Annuval Rent for
said five (5) year period established pursuant to the optional appraisal
procedures set forth in Section 5,01(d) hereof.

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

- 8 -

2248




published immediately prior to the twenty-fifth (25th) anniversary of the

_ Commencement Date. The Annual Rent for the five (5) year period
commencing with the twenty-fifth (25th) anniversary of the Commencement
Date . shall be the amount equal to ‘the sum of: (i) the Annual Rent
payable during the twenty-fifth (25th) Lease Year of the Term; plus (ii)
the amount derived by multiplying the Anmual Rent payable during the
twenty—fifth (25th)' Lease Year of the Term by the fraction, the nuterator
of which is the ‘Adjustment Date Index Figure less the Beginning Index
Figure, and the denominator of which "is the Beginning Imdex Figure,
provided, however, that in no event shall the Anpual Rent be adjusted
downward, and provided further that if the above calculation of. CPI
ad justment results in an adjusted Annual Rent which exceeds the Annual
- Rent payable during the tweaty-fifth (25th) Lease Year of the Term by 3(
or more, then the Annual Rent for said five (5) year period commencing
with the twenty-fifth (25th) anniversary of the Cowmencement Date shall
be 130% of the Anoual 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 caleulating the
Annual Rent for the five (5) year period commencing on the thirtieth
(30th) anmiversary of the Commencement Date and for the five year period
commencing on the thirty-fifth (35th) anniversary of the Commencement
Date as follows:

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

(ii) For purposes of calculating the Annual
Rent for the five year period commencing on the thirty-fifth (35th)
anniversary of the Commencement Date, the Beginning Index Figure shall be
the figure for the Consumer Price Index last published immediately prior
to the thirtieth (30th) anniversary of the Commencement Date, and the
Adjustment Date Index Figure shall be the figure for the Consumer Price
Index 1last published immediately prior to the thirty-fifth (35th)
anniversary of the Commencement Date. The Annual Rent for the. five (5)
year period commencing with the thirty—f£ifth (35th) anniversary of the
Commencement Date shall be the amount equal to the sum of: (i) the
Annual Rent payable during the thirty—-f£ifth (35th) Lease Year of the
Term: plue (ii) the amount derived by multiplying the Annual Rent payable
during the thirty-fifth (35th) Lease Year of the Term by the fractiom,
the numerator of which is the Adjustment Date Index Figure__l_e_si 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
Aonual Rent payable during the thirty-fifth (35th) Lease Year of the Term
by 30 or more, then the Annual Rent for said Eive (5) year period
commencing with the thirty-fifth (35th) anniversary of the Commencement
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 term of this Lease pursuant to Section 3.02, then an eighth and a
ninth rental sdjustment shall be made for purposes of calculating the
Annual Rent for the five (5) year period commencing om the fortieth
(40th) antuversary of the Commencement Date and for the five year period
commencing on the forty-fifth (45th) anniversary of the Comencement Date
as follows:

(1) The Annual Rent for the five year period
commencxng on the fortieth (40th) smniversary of the Commencement Date,
shall be the fair market rental determined pursuant to the procedures set
forth in BSection 5.01(e) hereof with the Appraisal Date referred to
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therein being the thirty-ninth (3%th) anmiversary of the Commencement
Date. This sdjustment to fair market rental commencing upon the fortieth
(40th) anmiversary of the Commencement Date shall be mandatory and Tenant
shall not have the option of a CPI adjustment.

(ii) For purposer of calculating the Anmnual
Rent for the five year period commencing on the forty~fifth (45th)
anniversary of the Commencement Date, the  Beginning Index Figure shall be
the figure for the Consumer Price Index last published immediately prior
to the fortieth (40th) anniversary of the Commencement Date, and the
Ad justment ‘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 Dake. The Annual Rent for the five (5)
year period commencing with the forty-fifth (45th) auniversary of the
Commencement Date shall be the amount equal to the sum of: (i) the
Arnual Rent payable during the forty-fifth (45th) Lease Year of the Term;
plus (ii) the amount derived by multiplying .the Annual Rent payable”
during the forty-fifth (45th) Lease Year of the Term by the fractionm, the
numerator of which is the Adjustment Date Index Figure less the Beginning
Index Figure, and the denominator of which is the Beginning Index Figure,
provided, however, that in no event shall the Annual Rent be adjusted
downward, and provided further that if the above calculation of CPL
adjustment vesulte 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 Annwal Rent for said five (5) year period commencing
with the forty—fifth (45th) amniversary of the Commencement Date shall be
13%. of the Annual Rent payable during the forty-fifth (45th) Lease Year
of the Term.

(3) Payment of Adjusted Anpual Rent. Follawing each
Adjustment Data, 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 Annuzl Rent. Commeucing upon the Ffirst
day of the month next following Tenant's receipt of Landlord's notice of
Landlord's determination of adjusted Aonual Rent, Tenant shall pay
Landlord adjusted Annual Rent at the rate determined pursuant to Sectian
5.01(c)(2), subject to the provisions of Section 3. 01(d)(3). 1In addi-
tion, aubject to the provisions of Section 5.01(d}{3) hereof, if the
monthly imstallments of adjusted Annual Rent payable by Tenant as
determined pursuant to Section 5.01(c){2) shall be increzsed over the’
monthly installments paysble 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 Aonual Rent, Tenant shall
also pay to Landlord an amount equal to the difference, if any, between

‘the monthly installments of Annuezl Rent determined.pursuant to Section

5.01{c)(2) and the monthly installments of Aonual 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 Lendlord's determi-
nation of adjusted Annual Rent.

(4) Optionsl Reappraisal of Minimum Annual Rent.

(1) option. At Tenant's option, the Annual Rent may be
revised in accordance with the Ffollowing procedures on the Fifth (5ch}
and . twentieth (Z0th) anniversaries of the Commencement Date (each being
referred to as an "Appraisal Date') to an amount equal to the fair market
rental of the Premises, exclusive of Improvements, as of the Appraisal

‘Date, or the amount paysble pursuant to Section 5.01(c){2), whichever is

the lesser. Tenant shall exercise such option by written notice
delivered to Landlord within thirty (30) days after each Appraisal Date.

(2) Determination. Detemmatmn of fa1r market rental
shall be based on the highest and best use of the Premises om the
applicable Appraisal Date subject to the provisions of this Ground .
Lease, Within thirty (30) days after receipt of Tenant ‘s notice electing
its option to have the Annual Rent adjusted by appraisal pursuant te
Section 5.01(d){1) 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
appropriate amount of the appraised Amnual Rent to arbitration in
accordance with 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 Llandlord's written determination. If Tenant does mnot submit
Landlord's determination of the appropriate smount of appraised Adnual
Rent to arbitration within the required period, Landlord's determination
ghall be final. The decision of the arbitrators shall be £inal;
provided, however, that in no event ghall the Anpual Rent be less than
the amount stated in Section 5.01(b).

(3) Pax_t_nent. If Tenant shall exercise its option under
Section 5. 01(d){1) hereof, Tenant sghall continue to pay Annual Rent at
the rate applicable to the preceding period until such time as Landlord
shall deliver to Tenant written not;i.ce of Landlord's determination of the
appropriate amount of appraised Annual Rent. Commencing upon the first
day of the month next following Tenant's receipt of Landlord's notice of
Lendlord’s determination of apprsised Annual Rent, Tenant shall pay
Landlord adjusted Annual Rent at the rate determined pursuant to, Section
5.01(d)(2) or at the rate determined pursuant to Section 5.01(c)(2},
whichever is less, but in po event less than the Annual Rent specified in
Section 5.01{b). In addition, if the monthly installuwents of adjusted
Annual Rent payable by Tenant shall be increased over the wmonthly
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 Landlord an awount equal to the difference, if any, between
the monthly installments of Annual Rent determined - pursuant to Section
5.01(d)(2) or at the rate determined pursuant to Section 5.01(c)(2),
whichever is less, and the monthly installments of Annual Rent paid by
Tenant from the applicable Appraisal Date to the first day of the month
next Ffollowing Tenant's receipt of Landlord's mnotice. of Landlord's
determination of appraised Annual Rent. Notwithstanding the foregoing,
if Tenant elects to submit the question of the appropriate amount of
appraised Annual Rent to arbitration pursuant to Section 5.01(d)(2), then
Tenant shall continue to pay Annual Rent at the rate applicable to the
preceding period until such time as the arbitrators render their written
determination of appraised Annual Rent. Commencing upon the first day of
the month next following the date the arbitratpors shall render their
written determination of appraised Aumnual Rent, Tenant shall pay Landlord
appraised Annual Rent at the rate determined by the arhitrators or at the
rate determined pursuant to Section 5.01({c)(2), whichever is less, but in
no event less than the Annual Rent specified in Section 5.01(b), In-
addition, if the wonthly installments of adjusted Anpual Rent payable by
Tenant shall be increased over the monthly installments payable by Tenant
for the preceding period, then on the first day of the month next
following the date the .arbitrators shall render their written determi~
nation of appraised Annual Rent, Tenant shall also pay to Landlord an
amount equal to the difference, if any, between.the monthly installments
of Annual Rent determined by the arbitrators or at the rate detemmined
pursuant to Section 5.01(c)(2), whichever is 1less, and the wmonthly
installments of Annual Rent paid by Temant from the applicable Appraisal
Date to the first day of the month next following the date the
arbitrators shall render their written determination of appraised Annual
Rent. Anything herein contained to the -contrary mnotwithstanding, if the
amount of Annual Rent ‘determined by appraisal pursuant to Section
5.01(d)(2) or by arbitration pursuant to Section 5.02 shall be less than
the amount of Annual Rent paid by Tenant for the preceding period, then
commencing upon the first day of the month next following the date om
which Tenmant shall receive Landlord's notice of Landlord's determination
of appraised Amnual Rent or the date on which the arbirrators shall
render their written determination of appraised Annual Rent, as the case
may be, Tenant may deduct from the next and succeeding installments of
Annual Rent due, an amount equal to the excess of the wmonthly
installments of Annual Rent already paid from the applicable Appraisal
Date to the date of determination as aforesaid over the amount of
appraised Aomual Rent 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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. .~} Base For Furure Adjustmentg. Once Annual Rent has
been determined by appraisal, the Aonnual Rent so determined shall then
become the Annual Rent for determination of future adjustments pursuant
. to Section 5.01(c)(2) which shall apply thereafter until such time as
Annual Rent ig again subject to adjugtment to fair wmarket rent g provided

. herein, .

(e) Annual Rent for Extended Terms.

(1) Determination. Determination of fair market rental
shall be hased on the highest and best use of the Premises on the
applicable Appraisal Date subject to the provisions of this Ground
Leage. Within thirty (30) days after the applicable Appraisal Date,
Landlord shall give Tenant written notice of Landlord's determipation 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 Remt to arbitretion in accordance with the provisioms of
Section 5,02 by giving Landlord the notice required by Section 5.02(a)
within twenty (20) days after receipt of landlord's written
determination. If Tenant does not submit Landlord's determination of the
appropriate =mmount of appraised Annusl Rent to arbitration withia the
required period, Landlord’s determination shall be final. The decision
of the arbitrstors shall be final; provided, however, that in no event
shall the Annual Rent be less than the amount stated im Section 5.01(b).

{2) Extension of Term and Option Notice Period. In the -

event Landlerd shall fail to submit iLts determination 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 Term pursuant to Section 3.02{a)(2) hereof, or if the matter
of appraised Annual Rent shall hgve been submitted to arbitration
pursuant to Section 5.01{e) (1) herecf, and the arbitrators shall not have
rendered their determination of appraised Amnual Rent on or before the
date which is thirty (30) days prior to the date upon which Tenant must
deliver notice to Landlord of its election to extend the Term pursuant to
Section 1.02(a)(Z) hereaf,. then and in any such event, the Initial Term
or the preceding Extended Texm, as the case way be, snd the date by which
Tenant muat deliver notice to Landlord of its election to extend the Term
shall each be sutomatically extended one (1) day for each day of any such
delay.

. (3) Payment.  Tenant shall continue te pay Annuzl Rent
at the rate applicable to the preceding period umtil such time as
Landlord shall deliver to Tenant written - notice of Landlord's
determination of the appropriate amount of appraised Annual Rent.
Commencing upon the first day of the month next following -Tenant's
receipt of Landlord's notice of Landlord's determination of appraised
Annual Rent, Tenant shall pay Landlord appraised Annual Rent at the rate
- determined pursuant to Section 5.01(e}(1l). In eddition, if the monthly
installments of adjusted Annual Rent payable by Tenant shall be increased
over the monthly installments payable by Tenant for the preceding peried,
then on the firet day of the month next following Tenant's receipt of
Landlord’s notice of Landlord's determinstion of eppraised Annual Rent,
Tenant shall alsc pay to Landlord an amount equal to the difference, if
any, betwesn the monthly installments of Annual Rent determined pursuant
ta Section 5,01(e)(1) and the monthly installments of Annual Rent paid by
Tenant from tha applicable Appraisal Date to the first day of the month
next following Tenant's receipt of Lardlord's motice of Landlerd's
determination of appraised Annuzl Rent. Notwithstanding the foregoing,
if Tensnt elects to submit the question of the appropriate amount of
appraised Annual Rent to arbitration pursuant to Sectiom 5.01{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 writtem
determination of appraised Annual Rent. Commencing upon the first day of
the month next following the date the arbitrators shall reoder their
written determination of appraised Annual Rent, Tenant shall pay Landlord
appraised Annual Rent st the rate determined by the arbitrators. In
addition, Lf the monthly ingtallments of adjusted Annual Rent payable by
Tenant shall be increased over the monthly installments payable by Tenant
for the preceding period, then on the  first day of the month next
following the date the arbitrators shall render their written determi-
nation of appraised Aunual Rent, Tenant shall also pay to Landlord an
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amount equal to the difference, if sny, between the monthly .  allments
of Annual Rent determined by the arbitrators and the monthly installments
of Annual Rent paid by Tenant from the applicable Appraisal Date to the
first dsy of the -month next following the date the arbitrators shall
render their written determination of appraised Aunual Rent. Anything
herein contained to the contrary notwithstanding, if the awount of Anmusl
Rent determired by appraisal pursusnt te Seetion 5.01{e)(2) or by
srbitration 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 Tenamt shall
receive Landlord's notice of Landlord's determination of appraised Annual
Rent or the dete on which the arbitraters shall render their written
derterminarion of mppraised Annuzl Rent, 88 the case may be, Tenant may
deduct from the next and pucceeding installments of Annual Rent due, an
amount equal to the excess of the monthly installments of Annual Rent
already opaid from the applicable Appraisal Date to the date of
determination as aforesaid over the smount of =ppraised Annual Rent as
determined pursuant hereto.

() Time Place and Manner of Paymént of Annual Rent. Apnual
Rent for each year 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 month at the office of the Chief Accountant, San

Francisco Water Department, located at 425 Mason Street, San Francisco,.
California 94101 f(or ‘such other place as Landlord may designate in
writing) commencing with the firgt day of the first full calendar month
during which the Development Period ends. If the Development Period ends
ou any day other than the first dsy of a caléendar wmouth, the Ffirst
installwent of Annusl Rent shall include, in addition to the wonthly
installment to be paid in advance, a pro-rated payment of Rent for the
month during which the Development Period emds. In addition, if the last
day of the Term occurs on any day other than the last day of a calendar
month, the last instazllment of Annual Rent ghall be appropriately
pra-rated.

(g} Change in Copsumer Price Index.

(1) If the Index is changed at any time during the Temm
5o that the base year differs fromw that used to compute the Beginmming
Index Figure, the Index’ shall be coaverted in accordance with the
conversion factor published by the Umited States Departmsnt of Labor,

Bureau of Labor Statistics.

(2) TIf the Imdex is discontinued or ravised during the
Tem, auch other government index or computstion which replaces it shall
be wsed in order to obtain substantially the same regult as would be
obtained if the Index had not been disconmtinued 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 determined by the chief officer of the San Francisco
Regional Office of the Bureau of Labor Statistics or its successor.

5.02. Determination of Fair Harket Rental by Arbitration. If
Tenant disagrees with any determination of fair market rental made by
Landlord under Sactiom 5,01, Tenant shall have the right to submit tha
issue to arbitration as follows:

{a) ' Within twenty (20)  business days after recaipt of
Landlord’'s determination of fair market vental, Tenant shall give
Landlord written notice of inteation to asrbitrate, such notice to specify
the name and address of the person desipgnated to act as acbitrator on
Tenant's behalf. ’The party so deasignated shall be qualified ss provided
in{Section 5.0Z(d). Failure to give written notice as nbove provided
within such tweunty (20) day period shall comstitute =n acceptance of
landlord's determination of fair market rental.

(b) If landlord is not willing to have the issue of fair

market rental determined solely by the arbitrator selected by Tenant,
then Landlord shall so norify Tenant in writing within ten {10) business
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days after receipt .. the notice demanding arbitration given by Tenant as
provided in Section 5.02(a), such notice to specify the name' and ‘addreas
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
determine the fair market rental inm accordance with this Sectiom 5.02,
subject, however, to the appointment of a third arbitrator pursuant to
Section 5.02(c) hereof. The person so designated by Landlord shall have
the qualifications specified in Section 5.02(d). Feailure on the part of
Landlord to specify its arbitrator within the time period and im the
manner set forth sbove shall constitute agreement to have the issue of
fair market rental determined by the person desigmated by Tenant.

’ {c)} If the issue of fair market rental is to be determined
by a single arbitrator, the determination shall be made as diligently as
possible and the report of the arbitrator delivered to the parties within
thirty (30} days after 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 tem (10) business days after
appointment of the second arbitrator and attempt to agree upon the issue
of fair market remtal 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 & 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 £iftaen (15) business days
after the Ffirst meeting, the parties themselves shall select a third
arbitrator within a further period of tem (10) business days. If the
parties are unable to agree upon a third arbitrator within the required
period, either party, on behalf of both, may request the Pregiding 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 gqualified to act in accordance with the provisions of Sect:mn
5.02{d} and the other party ghall not raise any question as to the
judge's full power snd jurisdiction to entertain the application and make
the appointment. The three (3) arbitrators shall decide the digpute (if
1t has not previously baen resclved) by following the procedure set forth
in Section 5.02(g).

(d) A1l arbitrators shall be gualified M.A,I. real estate
appraisers familiar with the fair market wvalue and rental of properties
similar to the Premiges in the County of San Mateo who coyld be qualified
as expert thnesses, aver objection, ‘to give opinion testlmony addressed
to the issue in & court of competent jurisdiction.

{e) In the event of the failure, refusal or inability of any
arbitrator to aect, he shall appoint his successor; providad, however,
that any successor to the third arbitrator shall be appointed as
hereinbefore provided. The arbitrators shall, if possible, render a
written decision within tem (10) business days after the appointment of
ithe third arbitrator. A decision in which any two arbitrators concur
shall in all cases be binding and comclugive upon the parties. Each
party shall pay the fee and expenses of its arbitrator and both ghall
share equally the fee and expenses of the third arbitrtator, if any. BEach
party ghall pay the feez and expenses of its attorneys and, any witpess it
may call.

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

(g) Where an issue cannot be resolved by agreement between
any two arbitrators, of by settlement between the parties during the
course of arbitration, the issue shall be resolved by the three
arbitrators in accordance with the following procedure. The arbitrator
selected by each of the parties shall prepare a written opinion of fair
market rental and the reasons therefor and give counterpart copies to
each party and each.of the other arbitrators. The third arbitrator shall
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arrange for a simw) _..eous exchange of the proposed resolut 3. The
third arbitrator ehsll select which of the two proposed resol. - ns most -
closely approximates his determination 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 resclution
which -the third arbitrator selects shall constitute the decision of the
erbitrators and shall be final and binding upon the parties.

{b} The judgement or the award reodered in any arbitration
initiated and conducted im accordance with ‘this Sectiorn 5.0Z may be
entered in any court of competent jurisdietion and shall be fimal and
binding wupon the parties. The arbitrstion ghall be conducted and
determined in the City and County of San Francisco in accordance with the
then prevailing commercial arbitration rules of the Amevrican Arbitrationm
Azsociation or its successor except as modified teo conform to the
foregoing.

5.03. Late Charges. Tenant recognizes that late payment of ‘any
Rent or other sum due hereunder from Tensnt to Landlord will result in
sdministrative expenses to Iandlord, the extent of which additional
expense is extremely  difficult and economically impractical to
ascertain. Tenant therefore agrees that if Rent or any other payment due
‘hereunder from Tenant to Landlord remsins unpaid ten (10} days after said
smount is due, the smount of such unpaid Rent or other payment shsll be
increased by & late charge to be paid to Landlord by Tensnt in an amount
of Three Hundred Dollars ($300.00). .In addition, Tenant shall pay
interest on the smount of unpsid Rent or other payment at a rate of five
percent (5I) per year above the prime rate then charged by the Bank of
America of San Francisco, Califorpia or a sutcessor comparable bapk or at
the wmgxiwum rate permitted by law, whichever is lower, for each day the
Rent or other payment is delinquent. The amount of the late charge to be
paid Landloxd by Tenznt on any unpsid Bent or other payment plus any
accrued interest shall be Additional Rent payable by Tenant with the next
succeading installment of Reat. Tenant agrees that such amount is a
veasonable eatimate of the loss and expense to ba suffered by Landlord as
a resgult of anch late payment by Tenant and mey be charged by Landlord to
defray such loss and expense, The provigions of this section in no way
relieve Tenant of the ‘¢obligation to pay Rent or other payments an or
before the date on which they are due, nor do the terms of this section
in any way affect landlerd’s remedies pursuvant to Section 17.03 in the
event said Rent or-other payment iz unpaid after the due date.

5.04 Additiomal Rent.

(z) Percentage Rental. From and after the Commencement Date
and continuing during -the Term, Tenant shall also pay as Additional Rent
to Landlord, without abatement, deduction or offset, the ammounts
specified on the Percentage Rent Schedule attached hereto, warked
Exhibit D and incorporated herein by this reference, as applied to "Gross
Revennes™ as thersin defined. .

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

(c) Aonual Statement.  Within sixty (60) days after the
cloge of each Lease Year, Tenant shall Ffurnish to Landlord a statement
certified as correct by am officer of Tenant’s Orchard Supply Hardware
division setting forth the Gross Revenues made in, upon or from the
Premises for the preceding Lease Year (hereinafter said annual statement
is referred-to as the "Apnual Stetement™. Contemporanecusly with the
delivery of such Annual Statemeat, Tenant sghall pay to Landlord the
Percentage Rental, if any, due for the preceding Lease Year as esalculated
iz accordance with the Percentage Rent Schedule attached hereto as
Exhibit "D”. In addition to the foregoing Annual Statement, within sixty
(60 days after the expiration of Temant's fiscal year, Tenant shall
furnish to Lsndlord a statement duly certified by a certified public
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sccountant appror by Manager (which approval shall not t ireasonably
withheld) settin_ oarth the Gross Revenues mede in, uwpon or from the
Premises during such fiscal year. Landlord acknowledges that Tenant's
figcal year may not coincide with the Lease Year established hereunder
and that the figure for Gross Revenues set forth in the Annual Statement
may uwot be the same as the figure for Gross Revenues set forth in the
statement of Gross Revenues for Tenant's fiscal year, it being understood
and agreed that the determination of Percentage Rental hereunder shall be
based upon Gross Revemies as set forth in the Annual Statement and that
the pubmission of the additional annual statement for Tenant's fiscal
year is for information purposes only and shall not increase or othenuse
affect Temant's obligation to pay Percentage Rental hereunder..

(d) Audit of Gross Revenue Statements. ILf Tenant shall at -
any time cause a separate audit of Tenant's business conducted in or upon
the Premises to be wmade by a certified public accountant, Tenant shall
furnish Landlord with a copy of said audit without any cost or expense to
Landlerd,  Temant 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 thereafter will retain summary financial statements
(including, but not limited to, ledgers and journals) for an additiomal
twelve (12) wonths. Tenant further agrees that Landlord or the agents or
representatives of Landlord may annually inapect Tenant's records of
Grogs Revenues, such inspection to be conducted a2t the accounting offices
of Tenant's Orchard Supply Hardware division, wherever much offices are
now or hereafter located, provided such inspection is made within
thirty=six (36) months after the Annual Statement of Cress Revenves is
mailed or delivered by Tenant to Landlord and such inspection shall be
- limited to the period covered by such Annval Statement. In addition,
Landlord may, in connection with its inapection of Tenant's records,
employ an independent firm of Certified "Public Accountants to verify
Tenant's reports of Gross Revenues for such year and if such accountants
shall determine that Temant has underpaid its obligation for Percentage
Rental to the extent of three (3%Z) percent or more for any such Lease
Year, Tenant shall, in addition to paying Landlord the deficiency, also
pay the cost of the audit, Any claim by Landlord for revision of any
Annual Statement of Gross Revenues or for additional rent, which claim is
not made to Tenant within thirty-six (36) months after the date when such
Annual Statement of Gross Revenues 18 mailed or delivered to Landlord,
shall be deemed and hereby is waived by Landlord.

A

{e) Confidentiality of Sales Records. Except to the the
extent that the Information is required to be a watter of public record,
Landlord agress 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 itz business, {ii) to its
auditors, (iii) to bona fide lending institutions and/or purchasers, (iv}
in judicisl or arhitration proceedings, or {v) in responae to a valid
subpoena.

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

ARTICLE SIX

Taxes, Assessments aud Other Expenses

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

(a) All resl - property and possessory interest taxes,
personal property taxes, general and special sskessments (including,
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without limitatio.. chereto, assessments for benefits from 1 .c works or
improvements, whether or not begun or completed prior to the Commencement
Date and whether or not to be completed within the Term), levies, fees,
rents end other charges of every description which at any time arise with
respect to,-or are levied on or assessed against (i) the Premises or any
part thereof including personal property located on the Premises or
within the improvements, (ii) the construction, possession, ownership,
" occupancy, operations, use, repair, restoration or reconstruction of the
Premises or any part thereof, (iii) the Rent reserved or payable
hereunder or under any sublease, of (iv) this Ground Lease, the leasehold
estate or any subleasehold estate created hereunder, whether belonging to
or chargeable against Landlord or Tenant; .

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

(c¢) Any gross receipts or similar taxes levied on, assessed
against, or measured by, the Rent paid or discharged by Tenant hereunder,
subject, however, to the requirement that the amount of such taxes shall
be determined as if the Premises were tbe 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 ¢n 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
snd obligations incurred or payable from time to time during the Term by
reason of, or in any manner comnected with, or arising out of (i)
Tenant's estate or interest in the Premises or any part hereof, (ii) any
right or interest of Tenant in or under this Ground Lease or the
leasehold estate created hereunder, or (iii) the construction,
possession, ownership, occupancy, operations, use, management,
maintenance, repsir, restoration, recomstruction or replacement of the
Premises or any part thereof. :

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

6.02 Exclusion of Net Income Taxes and Related Taxes. Nothing
herein contained shall impose upon Tenant the obligation to pay any
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fraschise, cot_ .te, estate, inheritance, succession, - _apital levy,
transfer or other tax imposed upon Landlord and measured by Landlorxd'e
net income or revenue, or & formmla derived therefrom, other than taxes
levied om, assessed against or weasured molely by "gross rteceipts"
consisting of the Rent, subject to the provisiens of Sectiom 6.0L(c)
above. s

© 6.03 Proration of Rents. All taxes, assesements, levies, fees and
other charges levied on, or assessed agaimet, the Premises shall be
provated and apportioned between Landlord and Tenant for the tax year in
which the Term commences and for the tax year in which the Temrm expires
or terminates.

6.04, Contest of Tax Levied. Tenant shall have the right to
cantest the validity or amount of any tax, assessment, levy, fee or other
charge payable in whole or in part by Tenant hereunder, or to seek 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 ghall indemnify and defend Landlord against, and
save Landlord harmless from and shall protect the Premises from, any
lien, claim, demand, loss, cost, liasbility or expense arising therefrom.
In the event Tenant undertakes any such contest, Tenant may withhold or
defer payment or pay under protest; provided, however, the prior to
delinquency Tenant shall deliver to landlord a bond in an amount equal to
one hundred Fifty percent (150Z) of the contested charge together with
the estimated amount of fines, iInterest, penalties and other charges
which may become due thereon, issued by & corporate surety acceptable to
landlord, and a protecting landlord and the Premizes from any line,
elaim, demand, loss, cost, liability or .expense which ZLandlord 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 =s a result
thereof.

ARTICLE SEVEN

Improvement of the Premiges

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

7.02 Condition of the Premises and Right to Use. Tenant has
relied, and hereaftar shall rely, entirely on its own investigation with
respect to all matters pertaining to the Premises, the physical conditriom
thereof, the right te wuse the Premises and governmental actions or
spprovals applicable to or potemtially affecting the condition or use of
the premises. Landlord mekes no covenant or warranty with réspect to the
condition of, or the:  right to use, the Prewmises including, without
limitation thereta, the condition of the scil or subseil, the, condition
of the existing improvemewts, compliance of the ‘existing Improvements
with building, health, safety and gimilar laws, codes or regulations, the
right of Tenant to -use the Premises for any purpose under zoning,
environmental and other land vse laws, codes and regulations, or any
governmental actions or approvals applicable to the condition or use of
the Premises or potentially affecting the condition or use of the
Premises. Any representation or warranty of Landlord as to. any matter
affecting the conditions or use of the Premises, whether express or
implied, is mnegated and no such representation or warranty shall be
implied in fact or in"lew from any provision of this Ground Lease or any
other c¢ircumstance whatever. Tenant may enter the Premises before the
Commencement Date to make scil, structural engineering and such other
tegts as Tenant considers necessary. Anything herein contained to the
contrary notwithatanding, if Tenant is unable to obtain building permits
for ‘comstructicn of its intended bduildings and improvements within 180
days after the date of execution hereof, or if Tenant is unable to obtain
a certificate of occupancy for the operation of a home improvement centex-
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retail. store with .. outside ssles area, mursery and pick=r area, then
Tenant, st any time theresfter, may, at Temant's option, { . mate this
Lease by written notice to Landlord, provided;, however, ‘w.at in puch
event, Lapdlord shall be entitled to retain the 412,600 deposit
heretofore paid to Landlord pursuant to that certain Iuvitstion to Bid
for development spd operation of the Premisegs and submitted to Landlord
on or sabout October 5, 1983,

7.03  Permit Applications, In counection with Tenant's  application
for pammit or permits to the City of Millbras and dther appropriate
.agencies . pursusnt to Section 7.02(d), Landlord agrees to cooperate and
join with Tenant in epplying for such permit or pemmits, wherever such
action is.mecessary snd required by law; provided, however, that Tenant
ghall indemnify and hold Landlord harmless from any costs or expenses in
connection therewith. Norwithstanding snything to the contrary herein,
Landlord shall not be obligated to grant or to join in conduct which
would result in a dedication of easements or rights of way for any
purpose, Including the dedication of open space. :

7.04 Protection of Landlord Against Cost or Claim.

(a} Payment; Contest of Lien} Im:lemnity. Tenant shgll pay.

or causg to be paid the total cost and expense of all "works of
improvement," as that phrase is defined in California Civil Code Section

3106 or any comparsble atatute in effect when the work begins, undertakern °

upon the Premises. Tenant shall not suffer or pemmit to be enforced
against the Premibes, or any part thereof; any mechanic’s, materislwan’s,
coptracter's or subcontracter's lien arising from any such work of
improvement. However, Tenant -may in good faith and at®Tenant's sole cost
and expense contest the validity of any asserted lien, claim or demand,
provided Ténant has furnished the bond required in California Civil Code
Section 3143 or any comparable statute them in effect. Tenant shall
daefend and indemnify Landlord against, and hold Landlord harmless from,
g}l liability and loss of any kind arising out of work performed on the
. Premises by or on behalf of Tenant, together with reasonsble attormeys'
fees and all costs and expenses incurred by Landlord in negotisting,
settling, defending, or otherwise protecting against such claims.

(b) Landlord's Right ta Discharge Lien. If Tepant has not
recorded the bond described in Californiz Civil Code Section 3143 or
otherwise acted to protect the Premises under auy alternative or
successor statute, and if a final judgmeot has been rendered sgainst
Tenant by a court of competent jurisdiction for the foreclosure of a
* wechanic's waterialman’s, contractor's or subtontractor's lien c¢laim, and
if Temant hae failed to stay the execntion 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 preveot the execution of
any such judgment or lien; and all sums so paid, and/or eny costs
incurred by Landlord in connection therewith, plus interest thereon at a
rate of five percent (5%) per year above the prime rate them charged by
tha HRank of America at BSan Francisco, Cgzliformia or a successar orx
comparable bauk, or at the meximum rate permitted by law, whichever is
lower, shall be deemed to be Additionsl Rent peysble by Tenant with the
next succeeding installment of Rent. No such paywent or act of discharge
shall constitute a waiver of default, or of amy right or remedy for
default, by Landloxd, or render Landlord lisble for any loss or damage
arising therefrom.

ARTICLE EIGHT

Use of Demised Premises

N

‘ 8.01. Purpases. The Premises may be used for any lawful purpese.

B.0Z. Complisnce with Laws. At its sole cost and expense Tenent
shall comply, and shall cause the Premises to comply, with the laws,
statutes, ordinances, orders, rules, regulations and requirements of the
federal, state and City goverutents, and all appropriate departments,
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commission, bo cand officers thereof, which affect the Premises, the
imptovements t..ceon, or any part thereof, whether ordinary or
extraordinary, including those which require the waking of any
structural, unforeseen or extraordinary changes, whether presently within
the contemplstxon of the parties or constituting a change of governmental
policy, and irrespective of cost.

8.03. Contest of laws. Tenant shall have the right at its scle
cost and expemse to contest the validity of goy law, statute, ordinance,
oxder, rule, regulation or requirement affecting the Premises, the
1mprovements thereon, or any, part thereof, by =appropriate proceeding
diligently conducted in pood faith; provided, however, that Temant shall
defend and indemnify Landlord sgainst, and hold Landlord harmless from,
any and all liability, loss, cost, damage, injury or expense (including,
without limitation thereto, attorneys’ fees and litigation costs) which
.Landloxd may sustain or suffer by reason of Tenant's failure or delay in
complying with, or Temant's contest of, any such law, statute, ordinance,
order, rule, regulation or requirement. Landlord shall have the right,
but not the obligation, to coutest by appropriate proceeding, at

Landlord's expenge, any such law, statute,’ ordmance, rule, regulation or
requirement.

B.04. No Abatement of Rent. Tenant shall not be entitled to any
shatement, diminution, reduction or postponement of Rent as & consequence
of lose caused by any present or future laws, staturtes, rules,
requirements, ovrder, directions, ordinances or vegulations of the
federdl, state or city governments, or af any other causes beyond the
control of Landlord, except as expressly othexwise provided hexein.

ARTICLE NINE

Assignment

9.01. Definitions. As used in this ARTICIE NINE, the following
terms shall have the following meaninga:

(a) *YAssigoment"™ shall .include, without limitatiom thereto,
any sale, agsignment, transfer or other dispasition of all or any portion
of Tenant's estate under this Ground Lease or of Tenant's interest in the
improvements thereon, whether voluntary or ‘involuntary, and whether by
operation of law or otherwise. The term "assignment” shall aleo include
any transfer, or the aggregate transfer, during the Term, of the
ownetrship interests iu Tenant as followa:

(1) if Tenant is a corparation, (i} any disselutiom,
merger, consvlidation, or other reorganization of Tenant, or (ii} a sale
of more than Fifty parcent (50%) of the value of the assets of Tenant, or
(iii) 4if Tenamt is a corporation with fewer than five hundred {(500)
shareholders, the sale or other transfer of a controlling percentage of
the capital etock of Tenant. "Controlling percentage"” means the
ownership of, and the right to wvote, stock possessing at least fifty
percent‘. (502) of the total combined voting power of all classes of
Tenant's capital stock issved, outstanding and perm:.t!:ed to vote for the
election of directors;

(2) if Tenant is- a trust, the transfer of more thag
fifty percent (S50Z) of the beneficial interst of Tenant, ot the
disgolution of the trust;

(3} if Tenant im & partonership or Joxnt venture, the
uthdrawal of the transfer of the interest, of any genaral partner or
joint venturer, or the diesclution of the partnerahip ar joint venture;

(4) if Tenent iz composed of tenants-in-common, the
- transfer of the interest of any c¢o-temant, or the partition or
dissolution of the co-tenancy.

{b) "Permitted Assignment shall mean:

{1) An Assignment to amy partnership or jeint venture
of which Tepant is a general partner or joint venturer and retains,
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pursuant to the s of the partmership or joint venture agreement,
active and contre .ng management of zn operational respc’ Oility for
the Premises; or ’ .

(2) The acquisition of Tensnt's estate under this
Ground Lesse by a Hortgagee or purchaser at a foreclosure sale pursuant
to the provisions of Sections 11.02{3) through (7); or

{3) An assignment to: (a) Tenant's parent corporation;
or (b) to another subsidiary of Tenant's parent corporatiom; or {c) to an
affilinted corporation; or (d) to a ¢orporation under common control with
Tenant's parent corporation or another subsidiary of Tenant's parent
corporation; or (e} any corperation into which Tenant wmay merge or which
may result in the consolidation of Tenant with any other corporation; or
(£} sny corporation or entity to which Tenant sells or assigns all or
substantielly all of its assets. The provisions of this paragraph shall
epply to any assignment by operation of law as well as to any transfer or
assignwent resulting from the transfer of the corporate stock of Tenant.

9.02. Qualified Right of Assignment. Subject to the provisions of
Secting 9.03 and 9.04, Tenant ghall bave the right, without the prior
written consent of Landlord, to assign its interest in this Ground Lease
to a FPermitted Asaignee., Tenant shall not asaign ita interest in this
Ground Lease to 'any assignee other than a Perwitted Assignee without the
prior written consent of Landlord. The comsent of Landloxd shall not be
unreasonably withheld; provided, howéver, that, in Lavdlord's reasonable
judgment, the proposed assignee is Ffinancially and otherwise able and
qualified to perform and discharge all of the obligations of Tenant
~under, and otherwise comply with the. terms, covenants, and conditions of,
this Ground Lease, ’ . :

9.03. Conditions Precedent to Assignment. Any assignment by Tenant
of dits interest 1in .this Ground ~Lease including, without limitation
thereto, any Permitted Asgignment’ 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 Sectioms 11.02Z(3} through (7}, shall
be subject to each and all of the following conditions precedent:

(a) YNotice, Tenant shall give Landlord at least ninety (90)
days written notice of the proposed assignment which shall include the
- name, address and legal description of the proposed assignee, Tenant's
full and complete computation of excess consideration pursuankt to Section
9.03(F} and such other information as may be necessary or appropriate to
establish to the satisfaction of Landlord that the proposed assignee is
either a Permitted Assignee or financially and otherwise able  and
qualified to perform and discharge the obligations of Tepant under, and
otherwise comply with the terms, covenants and conditioms of, this Ground
Lease. -

{t) FNo Default, Tenest shall not be in defaulr under this
Cround Lease either st the time the foregoing notice is’ given or at the
time the assignment is ¢onsummated.

(e) VWritten Assignment. The proposed assignment shall be in
a writing duly exerutéd and acknowledged by Tenant and the proposed
assignee and otherwise in recordable form.

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

{e} Delivery of Executed Original., The proposed sssigmment
shall not becowe effective until such time as Tenant has delivered to
Landlord a - duly executed aod ackunowledged original of the writtea
assignment.

{£f) Participation in Excess Conmideration. As a condition
to approval of any proposed assignment pursvant to Sectiom 9.02, fifty
percent (50%) of the “excess consideration" therefor shall be paid over
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to Landlord. For purposes hereof, the term "excess consi” ation" shall
mean the amount which the total consideration receive Tenant for
the assignment . _ther paid directly or indirectly, in cass or in kind,
in installments or lump sum) exceeds (i) the amounts required to be paid
hereunder, and (ii) brokerage commissions in customary amounts incurred
in connection with the assignmwent. Consideration paid for improvements
to the portion of the Premises subject to an assignment shall be retained
by Tenant. Any dispute between the parties concerning computation of
excess consideration, including, but without limitation, the question of
allocating consideration paid for an assigmment between amounts paid ‘for
improvements and amounts paid for assignwent of this Ground lease, in
whole or in part, shall be determined fair market rental set forth in
Section 5.02, with Landlord to- be the party to initiate the proceedmg by
demanding arbitration of Temant'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 Llandlord'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 defadlt. lazndlord 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 Ffurther performance
by Tenant of the terms, covenants and conditions of this Ground Lease.

ARTICLE TEN
Subleases
10. 01l. Qualified Right to Sublease. -Subject to the provisions of

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

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

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

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

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

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

ARTICLE ELEVEN
Encumbrances

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

(1) The instrument of encumbrance shall apply solely. to
Landlord's interest in the Premises and 211 easements and appurtenances

~ 22 -

2262




thereto and Landlerd shall not be required to execute any instrument
which would obligate Landlord for payment in whole or in part of any such
loan or any part thereof.

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

(3) The encumbrance shall be imposed for purposes of
securing a loan provided by an 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 1loan shall be disburged as
development and construction progresses with customary and usual
. constraints and controls concerning disbursement of funds to assure that
the funds are applied properly Ffor  development and comstruction of
improvements upon the portion of the Premises so encumbered;

¢

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

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

(7) Interest on the unpaid principal amount of the loan
secured by the encumbrance shall not exceed three percent (31} per annum
in excess of the "prime rate" (conmstituting 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'as default, (b) to cure the default, and (¢} to take
whatever other steps are necegssary to protect its interest in the
Premises;

. The purpose of the forepoing shall be to prmude a mechanlsm
far "subordination" of landlord's fee estate to so—called "construction"
or "interim" loans from time ko time made by institutionsl lenders for
purposes of construction or development of improvements upon the Premises
but not to prov1de for encumbrances of Landlord's fee estate to lonmg-term
or "permanent” loans.

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

11.02. Leasehold Encumbrances by Tenant. Tenant, may, without the
consent of Landlord, mortgage or otherwise encumber 21l or a portion of
Tenant's leasehold estate in the Premises provided that (i) the Mortgage
or encumbrance shall not =affect or become a lien upon Landlord's fee
estate in the Premises, and (ii) the Mortgage or encumbrance shall be
subject to each and every one of the following terms and conditions:

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

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

(3) Mortpspee's Rights to Cure. A Mortgagee or other
lievholder may, at its option, at any time befare the rights of Tenant
ashall have been terminated as provided in this Ground Lease, pay any of
the Rent to be paid or discharged by tenant under this Ground Lease or
cure ay other default of Tenant, and all payments so made and curative
acts so performed shall be as effective to prevent a temmination of the
rights of Tenant hereunder as payments made or acts performed by Tenant.
Any Mortgage constituting an encumbrance on all or a portion of the
Tenant's interest in the Premises may be ao conditioned as te provide
that as between the holder thereof and Tenant, the holder, upon curing
any default on the part of Tenaut, shall thereby be subrogated to any or
all of the rights of Tenant under this Grouund 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
211 of the gther obligations of this Ground Lease to be paid or performed
by Tenant in accordance with the provisions of Section 11.02(3) may enter
into possession of that portion of the Premises affected by the Mortgage
or encumbrance without first having assumed the obligations of Tenant
under this Ground lease;

(5) Mortgagee's Possessory Obligations. Should the holder
of a Mortgage or other encumbrance on all or a portion of Temant's
interest acquire all or any part of such interest in this Ground Lease by
Foreclosure, assignment in lieu theraof, or as a result of amy other
action or remedy provided for by the Mortgage ar other encumbrance, or by
law, the holder thereof rhall take Tenant's interest subject to all of
the provisions of this.Ground Lease and shall so long as, but only s=o
long as, it ghall be the owner and in posgession of the leaseholder
estate, assume personally the obligationsz of this Ground Lease;

(6) Limitation on Landlord's Rights. Landlord shall not
terminate this Ground Lease on account of any default or breach om the
part of Tenant if, within zixty (60} days after service by Landlord of
written notice of the defanlt or breach on Tepant [and on 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
lienholder shall: il

(i) - Cure the default or breach if the same can be cured
by the payment ox expenditure of momey or, if the default or breach is
_not sa curable, if the Mortgagee or other Ilienholder comwences and
thereafter diligently pursues foreclosure or private sale pursuant to the
Mottgage or other encumbrence in the manner provided by law; and

(ii) Y¥rom and after commencement of foreclosure pays and
performs all ohligations required te be paid and performed by Tenant
under thies Ground Lease until such time as such interest in this Ground
Lease shall be sold upon foreclosure, or by exercise of a power of sale
pursnant to the Mortgage or other encumbrance, or umtil such Mortgage or
other encumbrance shall be released or reconveyed.

(7) Foreclosure Qr Sale. Foreclosure of s 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 . Temant to the Mortgagee or other
lienholder through, or in lieu of, foreclosure shall not require the
consent of Lapdlord or constitute & default under this Ground Lease.
Opon such foreclosure, sale or comveyance Landlord shall -recognize the
Mortgagee or other lienholder, or any purchazer at a foreclosure sale, as
Tenant hereunder. In the event the Mortgapee or other lienholder hecomes
the Tenant undér this Ground lease, the mortgagee or other lienholder
-shall be personally Llisble for the obligations of Tenant under. this
Ground Lease only sc long as it remzins Tenant hereonder., While the
Mortgagee. or other lienholder ig the Tenant vnder this Ground Lease its
right to assign this Ground Lease shall be subject to the provisions of
ARTICLE = NINE. In the event the Mortgagee or other lienholder
subsequently assigns its interest under this Ground Lease after acquiring
Tenant ‘s interest by foreclosure, or by acceptance of an assignment in
lieu of foreclosure, end in comnettion with such assignment takes back a
Mortgage encumbering -such interest to secure payment of the purchase
price, the Mortgage shall be gubject to, and the Mortgagee shall .enjoy
the rights and be entitled to enforce the terms, covenants and conditions
of, this ARTICLE ELEVEN and sny other provieions of this Ground Lease
included for the benefit of a mortgapgee of all or portions of Tepant's
. interest in the Premises.

(B} No Release of Tenant. Except as expressly otherwise
provided in this Ground Lease, no forecloaure, assignment or sale of
Tenant's leasehold estate, or assumption of the obligations of Tenant
under this Ground Lease, by a Mortgagee or other lienholder, or
gcceptance of Rent by Lapndlord from a Mortgagee or other lienholder,
shall relieve, release or in any mammer sffect the 1iability of Tenant
hereunder; .

(9) Request For Wotice Of Default. Immediately afrer =
Mortgage or other encumbrance on all or a portion of the Tenant's
interest In the Premises is recorded, Tenant, at its own expense shall
" cause to be duly recorded a request that Landlerd receive written netice
of any default andfor notice of szle under the Mortgage or other
encumbrance. In' addition, Tenant ghall furnish to Landlord complete
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, Tensnt shall not mortgage or otherwise encuiber all or
any portiom of the Premises or Tenmant's interest under the Ground Lease
without the prior written consent of Landlord. Comsent by Landlord to
any Mortgage or encumbrance shall not be construed as a consent by, 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 =2
permitted Mortgage or encumbrance under Section 11.02.

ARTICLE TWELVE

Waste And Imspection

12,01, Waste end Unlawful Use. Tenant shall not make or suffer amy
wagte or any unlavful, improper, or offemsive use of the Premiges.

12.02, Ingpection. 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 Temant at least
forty-eight (48) hours advance notice of any such entry and no such entry
may be made without an agent or representative of Temant being. present at
the time of such entry.

ARTICLE THIRTEEN
JInsurance
13.01. Pyblic Liability. At a&ll times during the Term Tenant

shall, at Tenant's Bole cost and expense, obtain and maintain a policy or
policies of owner's, landlord’s aod tenant's comprehenmsive peneral public
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ligbility insurance covering, without limitation thereto, (i)} fire

damage, (ii) water damage, {iii) owned, non—owned and hired automobile,

(iv) contractors, (v) contractual and, if applicable, (vi) host liquor,

{vii) elevator, (viii) garage keeper's, (ix) products, and (x) completed

operations liability, naming as insureds and separately protecting

Landlord, its officers, agenis, employees and members of the’ Commission,

and Tenant, as their interests may appear, against any liability to the

publie, or to the occupants of the Premises, their sublessees, and their
reppective family members, guests, invitees or licensees, incident to the

ownership, maintenance, management and/or use of the Premises or amy part

therecf, . arising from claims for personal injury, death or property

damage occurring upon, in or about the Premises, the adjoining property

of Landlord, or amy fixturegs or equipment located upon or within the
Premises, or in or about any streets, sidewalks and passageways located

within the Premises ercept to the extent caused by anmy dangerous

condition or any negligent act or omission of Landlord, its employees,

members,- officers, agents, imvitees, licensees or tontractors. Limits of
liability under such insurance for bodily injury or death shall be not
less than Two Million Dollars ($2,000,000.00) per occurremnce; and for
property damage not less than Twe Million Dollars ($2,000,000.00) per
¢ccurreénce. Each policyt {1} shall be issued on a comprehengive
liability basis, shall be cross-lisbility 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 farther provide for a full waiver of subrogation by the insurer as
te any and all claims against the named insureds and their respective
agente and employees, and of all defenses based om acts of the inaureds
or the existence of co-insurance. Tenant shall pay all premiums thereon
when due, and shall, immediately upon receipt, deliver to landlord
certificates of insurance evidencing such coverage. Not more Erequently
than once every five (5) years during the Term Landlord shall have the
right to require Tenant to increase the amounts of such coverage 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
gimilarly improved Califormia real property.

13.02, Additional Insureds. Each of the insurance palicies
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 officexs, agents, employees and members of the Commission,
and may name as 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 oblipgations.to Landlord hersunder
ar give Tenant or a Mortgagee any right to use andfor receive insurance
proceeds other than in -accordance with the provisions of ARTICLE
SEVENTEEN of this Ground Lease.

13.03. Norice of Cancellation or Modification. Each of the
inaurance 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 wmaintain policies of 4insurance other than those required to be
obtained and maintained by Tenant hereunder; provided, however that any
such policy shall comply with the provisions applicsble to insurance
policies obtained and maintained under this ARTICLE JTHIRIEEN, Landlord
and Tenant waive, on their own behalf and aon behalf of their respective
insurers, any clsim and- on behalf of their respective insurers, any
claim, or right of subrogation to a claim, by one against the other, or
its agents or employees, arising from any loss, damage; liability, cost
or expense to the extent it is covered by a policy of insurance
applicashle 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 2 self-insured. Each policy of insurance applicable to the Premises
or the respective rights and duties of Landlord and Tenant shall provide
for the walver hereinabove set forth., In the event either Landlbrd or
Tenant discovers that such a waiver is not available, it shall promptly
give the other written wotice of non~availability.
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13.05 Works Compensation Insurance and BSocisl  Security.
Tenant enters’ int. .his Lease as an independent cootractor: not as an
agent or employee of landlord, as the word “employee' is ¢ _ned in the
Workera' Compensation Act of the State of California. Tenant covenants
that none of its officers, apgents or employees are employees of the City
of San Francisco and further covenants to -provide Workers Compensation
insurance, with employer's lisbility limits of mot leas than §1,000,000
for each accident, and such social security and unemployment compensstion
" bénefits as way be required by law, and will, upon writtem request,
furnish to Landlord reasonable evidence of such coverage.

ARTICLE FQURTEEN

Indemnification and Non-Liability of lLandlord

14.01, Indemification 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 Drilities Commission of the City and County of
San Francigco, and its or their respective board members, offices,
employees, servants and sgents., Except to the extent caused by any
dangerous condition or amy negligent act or omiseion of Landlord, its
employees, officers, agents, licensees, invitees or contractors, Tenant
ghall ipndemnify and defend Landlord against, and hold Landlord hammless
from, any and all lisbilities, obligations, losses, damages, fines,
penaities, claims, demands, suits, actions, causes of actiom, charges,
judgments, casts and expenses {including sll rezsonable architects' and
sttorneys' fees and court costs) of any nature whatsoever which may be
imposed upon, incurred or paid by, or asserted against Landlord, Tenant,
the Premises or any interest thereid by reason of, arising from, or in
connection with any of the following occurring during the Term: '

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

(2) The use, non-use, candition, possession,
accupation, operation, repair, maintemance or manzgement of the Premises
or any part thereaf; :

(3) Any constructiom, raconstruction, changes or
alterations or or to, or amy work or thing dome in, on aor about, the
Premises or any part thereof ineluding, without limitation thereto, the
construction of improvements, or anything done in counection therewithj

{4} Pailure of Tenant to perform or comply with any
term, covenant and condition of this Ground Lease} or

(5) Violation of Tenant of any conttact or agreement to
which Tepant is a party ar any restriction, statute, law, ordipance or
regulation, in each case affecting the Premises, or any part thereof or
the ownership, occupaney, use possession, operation, repair, maintenamce
or management of the Premises.

In the event any action or proceeding the pubject of this Sactiom 14,01
is brought against Landloxd, Tewmant shall, wuwpon written notice £rom
Landlord, at Tenant's expense, defend such action or proceeding through
counsel approved in writing by Landlord.

16.02. lega} Expenses. When Landlord is the prevailing party,
Tenant ghall pay, and indemnify Landlord against, all legal costs and
charges ipcludimg, without I1imitation rthereto, reasonable attorneys'
fees, paid or incurred by Landlord in obtaining posgsession - of the
Premises after default of Tenaat or upon expiration or earlier
termination of this Ground Lease, or in enforcing any covenant or
condition herein contained, When Tenant is the prevailisg party,
Landlord shall pay, and indemnify Tenant against, all legal costs and
charges including, without limitation thereto, ressopable attorney's
fees, paid or incurred by Tenant in enforcing any covenant or conditiem
herein contained.
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ARTICLE FIFTEEN :

Default Provisions

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

(3) Failure or refusal to pay when due any Rent required to
be paid or discharged by Temant hereunder; . ’

(b} A general assignment by Tenant for the benefit of its
creditors; or the admission in 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 1its purpose the protection of creditors, which is not
discharged within thirty (30) days after the date of commencement. Upon
the happening of any such event, and potwithstanding any provision to the
contrary in Sectiom 15.02, Landlord shall have the right, subject to the
rights of Tenant and any trustee in bankruptey in such proceedings, to
terminate . this Ground Lease upon ten (10) days written notice (or such
- longer period as may be specified by applicable bankruptcy law or order
of the bankruptcy court) given to Tenant and the trustee in bankruptey.
If under the applicable law, Tenant or the trustee in bankruptey 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
permitted 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
agssure 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 Ilimiting the generality of -the
foregoing, Temant or the trustee in bankruptecy shall assure Landlord that
the Rent required to be paid or discharged by Tenant shall be paid or
digcharged in full at the times and in the manner herein specified. The
provisions of- this Section 15.01(c) have been included in this Ground
Lease to assure that the basic understanding between Landlord and Tenant
with respect to Tenant's use of the Premises and the bemefits 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 pther levy,
or to seizure under legal process, if not released within cthirty (30)
days;

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

(£} The failure or refusal of Tenant to perform or observe
any other covenant, condition or requirement of this Ground Lease mnot
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 Sectiom 15.01(c)], Landlord shall, before pursuing any remedy, give a
notice of default to Tenant which shall specify in detail the alleged
event of default. If the alleged default is the nonpayment of Rent to be
paid or discharged by Tenant hereunder, Tenant shall have three (3)
business days after notice of default is given to cure the default. With
respect to any other default, Tenant shall promptly after notice of
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default commenct d diligently proceed to cure the defsr't and shall
have thirty {(3tL, days after notice is given to compl the cure,
provided, however, that if such default shall reasomably ._.e more than
thirty "(30) days to cure, Tepant shall commence the same within the
thirty (30) days and diligently prosecute the same to completionm.

15.03. Landlord's Remedies. If any defaslt by Tenant shall
continue uncured for ‘the period specified and following a notice of
default given in accordance with the provisions of Section 15.02,
Landlord shall have, in addition to any other rights and remedies
provided by law or equity, the rights and remedies provided inm 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 mnotice of termination given to
Tenant at any time after expiration of the applicable cure period. Im
such event this Ground Lease and the Term hereof, as well as all of the
right, title and interest of Tenant hereunder, shall wholly cease and
expire at the hour of 12:01 A.M. of the day after the day on which the
notice of termination is given, or at such later day and time as Landlord
may specify in the notice of termination, in the same manner, and with
the same force and effect, as if. such date were the date originally
specified herein for the expiration of the Term. Tenant shall quit and
surrender the Premises to Landlord on such date; provided, however, that
notwithstanding the surrender, Tenant shall remain liable as specifically
hereinafter provided. 1Im 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, ite agehts, employees and servants, and 211 or any of its
property, by any suitable action or proceedu\g 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 counnection with the
termipation, reeuntry, removal and repossession; and

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

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

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

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

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

(5) As used herein, the term “time of award" shall mean
eithe the date upon which Tenant pays to Landlord the amount recoverable
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by Landlord as “einabgve set forth or- the date of ry of any
determigtion, ot 'sr judgment . of any coutt or other legal., constltuted
body determining the amount recoverable, whichever first occurs.

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

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
Premises or any mortgapes, liens or encumbrances, the judicial sale or
which will affect the fee estate of Landlord 'in and te the Premises, then
after expiration of the applicable cure period, or before the expiration
of the cure period in the event of an emergemcy, Landlord shall have the
right, but not the obligation, to make any payment required to be paid or
discharged by Tenant under any note secured by 2 mortgage on the
Premises, or perform or comply with any covenant or condition imposed on
Tenant wunder any Bsuch note or Mortgage, or pay any such taxes or
zasessments (subject tao the right of Tenant to contest the same and to
withhold the payment of the same pursuant to Section 6.04 herecf) and the
éamount soc paid, andf/or any costs or expenses incurred by Landlord in
connection therewith, plus interest thereon at a rate of five percent
(5X) per year sbove the prime rate then charged by the Bank of America at
San Francisco, Csliforniz, or a auccessor or comparabla bank, or .at the
maximm rate permitted by law, whichever is lower, shall be deemed to by
Additional Rent payable by Temant with the next succeeding installment of
Rent. "No such payment, performance or compliance by Landlord shall
constitute a waiver of default, or of amy right or remedy for default, by
Landlord, or render Landlord liable for any loss or damage arising
there from,,

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 esvery right
and remedy herein or by law provided im such order and mauner as Landlorad
may, in Landlord®s sole discretion, determine.

15,08. KNo Waiver, No failure by Landlord to insist upon strict
performance of any term, covenant or conditiom of this Ground Lease or to
exercise any right or remedy provided herein or by law as & 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 anmy right or
remedy with respect to the default or any subsequent default.

ARTICLE SIXTEEN

Dgmage and Destruction

16.01. Casualty. If the improvements located on the Premises or
any part thereof are damaged or destroyed dus to any cause whether
insured or uninsured, Tenant shall, within two (2) years thereafter,
either (i) repau', regtore or replace the damaged or- destroyed
improvements, or (ii) cause the damaged buildings to be demglished and
the Premises to be restored to a level and clean condition free of
rubble, wreckage and debris. Any insurance or compensation awarded or
paid by reason of such damage or destructiom ghall be utilized for the
purpose - of rtepairing, restoring or replacmg the damaged or destroyed
improvements or for purposes of razmg 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 ox 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 damzge or destruction
Tenant shall remain obligated to pay the Rent to be paid or discharged
under this Ground Lease until expiration of the Term.

ARTICLE SEVENTEEN
Condemmation

.

17.01. Total Condemnation.

' {a) If at any time during the Term, all of the Premises is
taken or damaged for amy 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 condemmor. ’

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

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

(i1) there remains insufficient parking or common area to
permit free vehicular and pedestrian access between the Premises and the
adjacent public streets or between the buildings and improvements
constructed upon the Premises and all remaining parts of the parking and
common areas; oOr .

(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 basisz ms contemplated under
the provisions of this Lease;

then Tenant may, at its election, terminate this Lease by giving Landloxrd
notice of the exercise of Tenant's election within thirty (30) days after
Tenant shall receive notice of such taking. In the event'of termination
by Tenant under the provisions of this Section, this Lease and the term
hereof shall cease and terminate.as of a date not less tham thirty (30)
nor more than ninety (90) days .after the date of Tenant's notice to
Landlord of its election to terminate this Lease, and Annual Rent and
other charges payable by Tenant to Landlord hereunder sghall be
apportiocned between Landlord and Tenant a8 of the date of termination of
this Lease. Co .

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 lien.of eminent domain, .shall be paid to Landlord, as
trustee, for the account of Landlord and Tenmant, as their respective
interests may appear. The priority and mamner for the distribution of
the condemnation proceeds by Landlord shall be as follows:

(a) Landlord 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 ZLease (taking into' account the renewal options
available to Tenant) and including Landlord's reversionary interest
hereunder in the land and buildings; and
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{b) The remainder of said award or awarde including, but not
limited to, any award for the value of Tenant's leasehold estate, all
buildings, improvemente and site improvements, trade fixtures 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 terminate as to the portiom taken, and 21l Annual Rent to be paid
or discharged by Tenant wnder this Ground Lease after the date title
vegts in the condemmor shall be .reduced in the proportion which the
gurface area of the land condemned bears to the total surface area of the
land comstituting the Premises immediately prior to the condemnation.
The award for partial condemmation applicable to that portion of the
Premises shall be paid te landlord, as trustee, for the Account of
Landlord and Tenant and/or any Mortgagee of Tenant, as their respective.
interests may appear. Landlord ghall apportion the proceeds batween
Landlord on the onre hand, and Tepant or Tenant's Mortgagee &m the other
hand, pursuant to the provisions of Section 17.02; provided, however,
thst Landlord's portion of the award for partial condemnation shall be
determined with respect to the condemned portion of the Premises, only.
In such event, Tenant shall restore the Premises and the improvements
located thereon as nearly as possible to the condition immediately prior
to the ¢ondemnation. .

2 ARTICLE EIGHTEEN

Surrender of the Premises

18.01. Surrender in Good Condition and Repair., Upon the expiration
or earlier termination of this Ground Lease for any reason whatsoever
(other than acquigition of title by Tenant ar loss of title by reason of
condemnation), Tenant shall survender rhe Premises to Landlord with all
improvements thereon in good oxder, c¢ondition and repair, (except for
ressonable wear and tear or as otherwise provided herein) or with the
Premises in a level and clesan conditionm with all improvements and debris
removed. All property that Tenant surrenders shall become Landlord's
property a termination of this Ground Lease. Tirle to a1l furniture and
personal property of Tenant located in or upon the Premises or in or upon
any buildings or improvements thereon shall remain in Tenant, and upon
the 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 expense of Tenant.

ARTICLE NINETEEN

Szle Or Transfer of Premises

19.01. Effect On lease, Landlord shall promptly notify Yenant in
writing of any sale or transfer of the Premises or amny assignment of the
Landlord's interest in this lLease, giving the name and address of the
assignee or new owner, as the case may be, and instructions regarding the
‘payment of rent. In the event of any transfer or assignment of the
Landlord's interest in this Lease or any change in, or transfer of, title
in and to the Premises or any part thereaf, whether voluntary or
- involuntary, or by act of Landloxrd or by operation of law; Tenant ghall
be under no obligation to pay remts or other charges payable by Tenant to
Landlord hereunder, thereafter accruing, until Tenant shall have been
notified in writing of such transfer, assigmment or change in title and
given aatisfactory proof thereof, and the withholding of rents or other
charges. payable by Tenant to Landlord hereunder, in the weautime shall
not be deemed s default upon the part of the Tenant, If Landlord sells
or transfers all or any portion of its estate in the Premises, on
consummation of the sale or transfer Landlord shall be released from any
liability thereafter accruing under this Ground Lease. Any successor in .
intereat to landlord shall take Landlord's estate in the Premises subject
to each and every one of the conditions set forth in Section 11,01 of
this Ground lLease. Landlord may transfer the balance of the Security
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Deposgit. and prep. Rent, if ény, then held by lLandlord to “*s successor
and, on such tramsfer, Landlord shall be discharged fr( ay further
lxa‘blhty with respect thereto.

ARTICLE TWENTY
Miscellaneous

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

TO LANDIORD: Beneral Manager and Chief Engineer
San Francisco Water Department
425 Mason Street
San Franciseco, California 9&101

TO TENANT: ¢/o Orchard Supply Bardware
1555 S. Seventh St.
San Jose, Califormia = 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 requeste given to Laundlord, Tenant or any
Mortgagee in the manner aforesaid shall be deemed to have been received
for mll purposes hereunder upon personal delivery or forty-eight (48)
hours after deposit in any past 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; prov:.ded however, that during the
Term Tenant shall contmuously maintain in the County of San Mateo or the
City snd County of San Francisco an office for recept of motice hereunder
and service of process in any action arising under this Ground Lease or
related to the Premises.

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

20.03, Entire Agr t. This Ground Lease comstitntes the entire
agreement and understanding between the parties. with respect to its
subject matter and the Premises. There are no other agresments,
understandings, representations or warranties, either written or oral,
with respect thereto. This Ground Lease shall not be modified or amended
except by a subsequent writing executed by the parties.

' 20.04. Approvals and Conseants. Whenever any provision of this
Ground Lease requires an approval or consent to be given by one of the
parties hereto, such approval or consent shall not be unreasonably
withheld unless provision to the contrary is expressly made herein. In
the case of Landlord, Tenant acknowledges that certain approvals required
to be provided hereunder shall require actiom by the Board of Supervisors
of the City and County of San Francisco.,
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* 20.05. E{_e_.'“ v8. The headings of the Articles and 5 ,ons of this
Ground Lease are .r convenience or reference only and are not a part of
this Lease.

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

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

20.08. Successors. Subject to the provisions of this Ground Lease
on assignment, each and all of the ‘terms, covenants and conditions of
this Ground Lease shall be binding on and inure to the benefit of the
heirs, successors, executors, administrators, assigns and personal
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 commission in comnection with this Ground Lease; and each of
Landlord and Tenant shall indemnify and defend the other against, and
hold it harmless from, any claim for a broker's finder's or similar fee
or commission arising out of its contacts with any third person in
connection with this Ground Lease. ’

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

20.11. No Conflict of Interest, Lendlord shall not, and shall not
be required to, pay any money or provide any other considération of any
kind whatsoever or employ, contract with or sublease to or with any
perason or entity if such payment of woney or provision of other
consideration would violate or have a reasonable likelihood of violating
any law, statute, directive, regulation, decision or opiniom 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's Fee. Tenant
acknowledges that Landlord has elected to enter into this Ground Lease
rather than to convey its fee estate in the Premises in order to retain
its fee estate in the Premises for the benefit of Landlord, and for the
benefit, health, safety and welfare of the residents of the City and
County of San Francisco including, without limitation thereto, in eorder
to be in a position to meet the needs of future generations. In
consideration for Landlord's willingness, and in order to induce
Landlord, to enter into this Ground Lease, Tenant hereby irrevocably
waives any and all rights it might .otherwise 'have under any law
hereinafter enacted by the federal, state or city governments which would
otherwise entitle .Tenant to smcquire, or succeed to, landlord's fee estate
in the Premises or reversionary interest in the Premises. Tenant
acknowledges that Tenant's attempt to exercise any such right would
constitute a material failure of the consideration for which Landlord has
entered into this Ground Lease.

20,13, Time. Time is of the essence of each and every provision of
this Ground lLease.
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20.14, Exhid. +. The following exhibits are attache’ “ereto and
incorporated herein by this reference: ‘

EXHIBIT A~1: Description of the Premises

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

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

" EXHIBIT D: Percentage Rent Schedule

EXHIBIT E: Short Form Ground Lease

EXHIBIT F: Non-Discrimination Provisioms

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

20,16 Force Majeure, In the event that Tenant shall be delayed or
hindered in or prevented -from the performance of any act other than .
Tenant's obligation to make paymenta of rent, additional rent, amd other
charges required hereunder, by reason of strikes, lockouts, unavail-
ability of materials, Eailure of power, restrictive governmentsl laws or
regulstions, riots, insurrectioms, the act, failure to act, or default of
Landlord, war or other reason beyond its control, then performance of
such act shall be excused for the period of the delay and the period for
the performance of such act ghall be extended for a peried equivalent to
the period of such delay. Notwithstanding the foregoing, lack of funds
shall not be deemed to be a cause beyond coutrol of Tenant.

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

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

- -

APPROVED AS TO FORM: "Landlord"
GEORGE AGNOST CITY AND UNTY OF SAN FRANCISCO
City Attorney By Pub ities Commission
By i{é gégfmﬂ Z%Q&V’ By 7
McMORRIS M. DOW RUDOLY "NOTHENBERG
Utilities General Counsel General Manager of Public
. : Utilities

Authorized by Public
Utilities Conmii)sian

Resoluti No. -4 1/003 ‘

Adopted

Attest:
Romaine §. Boldridge
Secretary
"Tenant™
GRACE RETAIL CORPORATION
(SEAL}
Attest: .
By . ﬁé’“‘w‘/ s v Flnnd T e
Assistant Secretary Edward H. Tutun
President /
) LEGAL
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EXHIBIT A~1

DESCRIFTION OF PREMISES

A1l of that real property situate in the City of Hillbrae, County of San
Hateo, State of California, described as follows:

Beginning at a point distant Worth 39°14" West, 50.08 feet f£rom the
intergsection of the boundary line between the C.M.P. Coleman 175.20 acre
tract and the Custodiec Silva 168 acre tract and said point being distant
South 53°46' West, 51.63 feet from the westerly line of the lands of
Southern Pacific Railroad Company. Thence North 33°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 $outh 53°46!
West 428.24 feet, wore or less, to the northerly line of El" Camino Real;
Thence slong said northerly line south 46°53' East a distance of 336.00
feet; Thence leaving said northerly 1line and running parallel to and
distant 50 feet wmeasured art right angles northwesterly from said line
between C.M.P. Coleman 175.20 acre tract and said Custodio Silva 168 acre
tract, NWorth 53°46! East a distance of 670.00 feet, more or less to the
POINT OF BEGINNING.

Containing 4.7505 acres of land, more or less.
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EXHIRIT A-2

DESCRIFTION OF IRGRESS & EGRESS EASEMENT

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

Commencing at the northwest corner of the lLands 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 Worth 53°46' East a distance of 79 feet to the TRUE POIRT
'OF BEGIKKING: thepce continuing along said northerly line Korth 53°46' East,
a distance of 42 feet; thence North 36°14' West a distance of 2.0 feet; thence
along & curve to the right with a radins of 4 feet from = tangent.bearing of
South 53°4%' West, through a central sngle of 90" for e distance of 6.28 feet;
thence North 36°14' West a distance of 9.46 feet; thence alomg a curve to the
tight with a radius of 6 feet, through a central angle of 102°12'Q5" 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 £°59746",

& distance of 17.95 feet; thence North 36°l4' West & distance of 27.14 feet;
thence along a curve to the right with a radius of 120.0 feet, from a radial
bearing of Nerth 29°51'09" West, through a central angle of 35°44'37" for a
distance of 74.86 feet, to a point of Teverse curve; thence along a curve to
the left with a radius of 213.0 feet, through a central angle of 30°07'30", a
distance of 111.59 feet, to a point on the northerly line of El Camino Real;
thence along 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°D1'43" for a
distance of 7.23 feet; thence North 39°46'07" East a distance of 10.77 feer;
thence along a curve to the right with a radius of 43.00 feet, through a central
angle of 45°10'01%", for a distance of 33.90 feet; thence MNorth B4°56'08" East
a distance of 31.45 feet; thence along a curve to the right with a radius of
38.0 feet through a central angle of 538°49'52" for a distapce of 39.02 feet;
thence South 36°14' East, a distance of 9.0 feet; thence along & curve to the
right with a radius of 4 feet through a central angle of 90%, for a distance
of 6.28 feet; thence South 36°14' East a distance of 2.0 feet to the TRUE
POLKRT OF BEGINNING,

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

SURVEY
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':\;"..'.‘_\‘ . F
PUBLIC UTILITIES COMMISSION

CITY AHD COUNTY QF BAR FRANGISCO

83-0493

"RESCLUTION Na. .~ & 788

| WHEMEAS, the 8an Francisco Water Department owns
approximately 4,752 acres of land at 950 El Camino Real in
Millbrase, Calito:nia,' which {s euceda to tha Watac Dapartment's .
present neads, and ' ,

'WHEREAS, purauant ta the terms and conditions of Commisaion
Resolution Mo, 82-310, adopted July 27, 1982, the Water
Department published an invitation for sealed bids for the
purpose of awarding a groupd lease of said premisas for thirty
{30} years for commercial use and on other terms and conditions
p?ovtded for in the proposed lease; and

’ WHERESB,.sealed bida were cedeived by the Water Department
Erom Orchard Supply Hazﬁwgre. Lucky 8tores, Inc., and KTW/C&H,

"which bids included the following minimum annual lease rentalss

Orchard Supply Hardware . $150,000
Lucky Stotes, Inc. $144,000

ETW/Cill $136,0Q0 ¢
and -

WHERBAS, the values of the three bids and the v
qualifications of all three bidders have been considered by
Cosmission in ordar to dete:mipe,tbe successful Bidder; oW
thersfore, be ik ‘

RESQLVED, that this Commission hereby awards to Orcﬂazd
Supply Hardware, as the highest, responsible, gqualified bldder, a
ground lease for commercial use of approximately 4.752 acres of
land at 950 El Camino Real, Millbrae, California, coples of which

lease ace on file with the Water Department, for the term of
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PUBLIC UTILITIES COMMISSION

CITY AND COLINTY OF BAN FRANCISCO

RESOLUTION Ne

thirty (30) years and at the minimum rent and overage and an the
ather terms and conditions contained in said lease, subject to -
confirmation by the éity'a Board of Supervisors; and be it
FURTHER RBSOLVED, that City's Board of Supervisors be
requested. to approve, by ordinance, award of said ground lease;
and be it
FURTHER RBSOLVED, that upon approval by the Board of
Supervisors, the General Manager of Public Utilities is- 'hereby

authorized and directed to execute said lease.

3083C

I haseby ccftify that the foregoing resolution war odopted by the Public Utilities Commission

' at its mesting of “UVEMBER " 8 1983 ‘

Seeretary, Public Utilities Commission )
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EXHIBIT C

EXCEPTIONS TO TITLE

. 1, General and Special Taxes for the fiscal yesr f983-84, 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, #093 220 O1

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

. Affects the Northeasterly 6 fest.

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

4.  UNDERGROUND CONSTRUCTION AGREEMERT by and

Between : Pacific Telephone and Telegraph Company, a corporation
and ; The Lowrie Paving Company, Inc.

Dated 3  October 25, 1957

Recorded : October 30, 1957

Document Wo: 93947-P, Official Records of San Mateo County, California

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

springs pipeline, 24 inch water line and meter box all as disclosed by
San Francisco Water Department Drawing No. B—4051, dated May 2, 1978.

- 40 -
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| EXHIBIT D

PERCENTAGE RENT SCHEDULE

Tenant agrees to pay to Landlord as "Percentage Rental," an
amount equal to one and one-quarter (1-1/4%) percent of Gross Revenues
(as hereinafter defined) made in, on or from the Premises during each
" Lease Year in excess of the First Gross Sales Base up to an amount equal
to the Second Groes Ssles Base; one (IY) percent of Gross Revenues made,
in, on or from the Premises during each Lease Year in excess of the
Second Gross Sales Base up to an amount equal to the Third Gross Sales
Base; and one half (1/2X) percent of CGross 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 Annusl Rent
applicable to such Lease Year, divided by the number ".0125"; the "Second
Groes Sales Base" for each Lease Year shall be deemed to mean the amount
equal to the sum of the First CGross Bales Base applicable to such Lease
Year plus $5,000,000; and the "Third Gross Sales Base” ghall be deemed to
mean the amount equal to the sum of the BSecond Gross Sales Base
applicable to such Lease Year plus §5,000,000.

[

Example:

If the Annual Rent applicable to such Lease Year is $150,000,
then Tenant shall pay as Percentage Rental hereunder an amount
equal to one and one-quarter (1-1/4%) percent of Gross Revenues
made in, on or from the Premises during such Lease Year in
excess of $12,000,000 up to $17,000,000 of such Gross Revenues;
one (1Z) percent of Gross Revenues made in, on or from the
Premises during such Lease Year in excess of $17,000,000 up to
$22,000,000 of such Gross Revenues; and one-half (1/2%) 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" szhall wmean the total receipts from all
merchandise and services sold or rendered in the Premises by Tenant,
whether at retail or wholesale, whether for cash or on a charge, credit
or time bagis (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 Revenpues) and less that part of the sales price of
merchandise which is paid for by the trading in of other merchandise of
the customer (although the proceeds from the subsequent sale of such
trade~in merchandise shall be included in Gross Revenues hereunder)} and
further expressly excluding the following:

1. Sales at a2 discount to employees of Tenant, revenues derived from
service charges made for credit transactions, sums received as
charges for delivery to customers for products sold from the
Premises by Tenant, sales from vending machines, all sums received
from the sale of tickets of admission to theatrical, circus, church
and sports events (but including 21l commissions and fees paid to
Tenant in connection with the sale of such tickets);

2. All sume representing so-called sales taxes collected directly
from customers, based upon present and future laws of the State or

.  local government and collected by Tenant in the operation of its
business on the Premises, and any other tax, excise or duty which is
levied or aasessed against Tenant for any Federal, State, Municipal
or local authority based on sales of specific merchandise sold on or
from the Premises, whether or not the amount thereof is passed on
to, or collected by,ATenant from. any purchaser thereof;

_41_
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3. The transfer of merchandise by Tepant, or a subsidiary of Tenant,
from the Premises- to another store or 2 place of business owned or
‘operated by Temant, or a subsidiary of Tenant shall not constitute a
sale;

4. Proceeds, from the sale of gift certificates or 1like vouchers,
provided, however, that when any such certifieates or vouchers are
redeemed for merchandise at the Premises (whather said certificates
"or vouchers were initislly sold by Tenant at the Premises or by
Tenant at another location), then the retail price of the goods
allocable to such vedemption shall be included in Gross Revenues;

S. Donations or sales at discount of wmerchandise to nonprofit
charitable and religious institutions;

6. Service charges, -finance charges, interest and' discounts
attributasble to "charge accounts" and credit cards to the extent the
same are paid to Temant by customers of Tepant, or to the extent the
same are paid for by Tenant to, or charged to Tenant by, credit card
companies; and

7. Charges for labor performed by independenr. contractors outgide of’
the Premises and arranged by Tenant's "“Home Improvement” and
"Decorations" Departwment, but mcludlng the receipts from the sale of
merchanda.ae from the Premises in connection therewith.

- 43 -
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EXHIBIT E

SHDORT FORM GROUND LEASE

HNE:gZz
3/1/83

Recording Requested By
And When Recorded Return To:

My e R . MR R W W AR N Ry WS N Mk MR e Gy MR oy dmm W W W e e S

950 EL CAMINO REAL
MILLBRAE, CALIFORNIA.

SHORT FORM OF -
GROUND LEASE .

This GROUND LEASE is mads this day of

. ‘1983, by and between the CITY AND COUNTY

OF SAN FRANCISCO, a municipal corparation, aéting through
its Public vUtilities Commission (the "Commission™) (*Land-
lord”), and

{"Tenant"}.

- RECITALS:

This Ground Lease is mada and .entered on the basis
of the tolloginq facts, understandings and intentions of the
parties: .

A. Landlord is the owner of all that certain real:
propercty [("the Premises®) spituated in the City of Millbrae,
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County of San Mateo, State of California, particularly
described in-Exhibit A hersto.

B. ‘Tenant desires to hire the Premises from
Landlord in "as is" condition and to have the right to eract
new improvements thereon.

c. Landlord is willing to lease the Pramises to
Tenant and to grant Tenant the right to erect therecn new
improvements [subject to, and in accordance with, all applic-
able lavs and regulations and the provisions of- this Ground
Loase, ]; hprovided that Tenant at its own cost and .xpen-d
ramcve, relocate or reconstruct on adjacent real property of
Landlord certain parking facilities located on the Preaises,
(dafined in Section 2.07 below), all in accordance with
written plans and lpeci!i;:utiom of Landlord and in & manner
satisfactory to Landlord. .

D. Tenant is willing to remove, relocats or
reconstruct on adjacent real praperi} of Landlord said
parking facilities and improvementa as required by Landlord
pursuant to Sectionm 2.07 below. ‘

-NOW, THEREFORE, in comiderntibn of the mutual
covenants and promises here;n. contained, Landlord leases
to ‘rcnmt' and Tenant hires ti:ou t_.mdlo:d the Prexises upon
the terms and conditions set forth in t.!nt cartain Ground
Lease bearing even date herewith sll 6f which is incorpo-

rated herein by reference, for a term of forty (490) years

- b =
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from the Commencement Date of ¢ with

Tenant having the right to éxtend the Term for an additjional

period of ten (lq) years subject to all the terms, covenants
and conditions contained in the Ground Lease.
IN WITNESS WHERECF, the parties hereto have exo-

cutad this Short Form of Ground Leasa the day and year first
above written.

APPROVED AS TO FORM:. *Landlord" -

" GEORGE AGNOST CITY AND COUNTY OF SAN FRANCISCO
City Attorney By Public Utilities Commission
By, : . By,

. McMORRIS M. DOW

RUDCLF NOTHENBERG
Utilities General Counsel  Ceneral Manager of Public Utilitiesm

Authorized by Public ‘wTenant®
Utilities Commisgion
Resolution No.

Adopted

Attest: By
Romaine S. Boldridge its
Secretary

-~ 45 -
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EXRIBIT ¥

RON-DISCRIMINATION PROVISIONS

CHAPTER 11C OF TN XAN FUANCYECO ADHININTRATIVE COOK

ANENDING YHE SAN FRANCISCO ADMIMISTRATIVE COOY 3Y ADDING CAPTEX R0 THERETD, FRO-
MYBLTING OISCRINTMATION 1N NXAl PROFEXTY COMTRACTS ON THE GROUMD O NECAUSE OF RACE,
coLO2, CAEED, MATIOMAL ORIGIM, ANCESTEY, AGE, SEX, SEXMAL ORIENTATION O DISANILITY.

Pa i ardsived by ths Yaople of thu City snd County of Bam Franciscol

Swetion 1. Chaptar 1IC &x sdded £Q thba San Francisco ddwinisvrstiva Codd ko read
as follous:

CHAMTIR 12C

HONDISCRIMERATION 1X FROPERTY COMTRACTE

S¥B, 12¢.1, ALl Proparey Covryacts to leclude Mondiser{wivstion Pruvisiaoy.

All cootyscrisg sgencies of the Cicy mnd County of Sau Franclsco, or eny depsvi—
ment thersel, scting for or an hehalf of ¢he City and County, shall loclude in atd
cantracts, (ranchisey, 1seasx, conceselond or ather ayreasents ipvolving the lagse,
tental, or othar ume of veal property svd lmprovssénts thereon of the Clcy and County of
San Francisce. for & pericd sxcweding twanty-ulss (29) days in any cslwadar yesr, shether
by mingular of cumalakive Lnsixument, & proviaiop abligafiny tha ceatractet, tranchiues,
lnsxse, concesaionziva, ot othar party of said agrosssuy wol to discrimiosts oo tha
geound or becauns of race, £olor, creed, matlomal srigin, idntestry, age, sax, sexial
arientacion or dissbility agsinst any person seeking 1ans, «d yes, faci-
lizier, priviluges, durvices, or wcabership is 11 buafumea, mocisl, or othar ssteblisk-
mants or pryanisstions, opersting from or makivg use of asid real property, snd shall
vaguire such contractor, franchises, lessee, or concedsicbalrze fo includa s splmibe
provisson {n sll subsoolracts, sublessas, oF othay aubordimsls agressents for & period
axcesdiog tvauty-nide {2%) days 1o auy zalandar yesr, vhetler by singular or cumulative
lastrussat, let, swaxded, nagalixcud ar entexed into charsunder.

3EC, 13C.2, Dafinitions,

As usad lo this chaprsr tha Texw:

“Age” for the purpuse of mesbarship rafers to sad whall inelude any parson who hag
attalined tha sge of eightamn (1K) yrars, sxapt for bous {ide sanley titiivo orpenira-
ticos, . .

"Coaresct® shall sras snd include 35 sprmamanc te oparste {rom oy wake vex nf real
property of tha City and Couoty of Sen Francisco in Ehé operation of = Pelsipsen, uqchl.
of sther establishmenl or orgznisstioca, -

. MEonyractor” wesns any paxacm or persoss, fire, partmership, corporation, o¢ combi~
sation thereaf, who mnters (Ato & ¢OALYBCE Lo Oparetd fYow or mske use of real proparey
of the Civy and Coaunty of San Francises {n the opsestion of a businass, scctal, or eothar
astsbl ishaent v erganizagian.

“Subcontract” ahsll mean gnd ivelude dp sgrewment ay contrace wndat of subordinate
2o a prims ¢contrace, {ranchiee, leass, or toncesalon to oparale from ar make uns of real
proparcy of the £iry and founty of San Yranciacs ip Che operaticn of & bwatcess, eocisl
oY othax astabiisbwane or organiestion. .

"Concesaion™ facludas s grant of -land er other propsxey by or on behslf sf iha City
apd Tounly of 2sn Yeancieio to & parson [4r the purpees or use spacified i{r seid grant,

“Coocesnipoaira® shall saan wnd inclode 1 person who is rhe grantes or baneficlary
of 3 concysaion an bursin daflomd, |

*Yrapchise' shall mesm awd dnclude » right or privilaga confarred by yrant from the
City ard County of 3an Frumeimco, or any copivacting agsecy thexsal, xnd vagted in wrd
surhoyinlog & pavzon o cenduct such business, socisl, or ofhar activity as is spacifisd
in said granx.

“Iranchisse” shall maan ged idclude & parson who Lo the prauces or bevaficlery of a4
fraschioe as haruin dafiosd. -

“laatrment® ahall medn and fncludu » t hisa, lonss, los or sther
AETAAMIAT £a Eperase Irom or wake' uss of rasl praparty of the Clrty and County of Sen
Trauciscoe tn tha cperakion of u buslpves, social or other ygatsblishwant or sryasivation,

“Lansa™ shall mwan and focinde a contracr by whish the Lity and County af Sen .
Frascisco, o any contractiny igency thsrsaf, grants to 2 parson tha temporwry possesslon
asd-use of proparty, C5¢ temrd, sod the lattar agresw £o raturx the szws to tha farmer
*® = ‘i.::uu :l-< ‘ '“‘ Lo

tupan” uhall mean 1ucluda & parson of vendfir taking possassien of resl propart:
wnlay & Jeuss a0 havais provided. " rropsEy

Ygublesdte” shall mean snd inctude & Tesme by vhich & feswes ar Lemank gesntz
o1 letn i anctbar perssn part of ali of che lemsed vual propecty {or u shoctexr tarm
a0d usder whick sald lessue or temant rataisi sime rXgh or futersag ander the
arlginal lsasa,

“Resl Yropecty™ shall wean and forluds land in wvhich the Clty apd County of
Sap Framelseo holds & legal latersst aod lepravesests to safd txal proparty.

"Ees" ahall pasn the chevecrar of haing mals or female.

“Seéxual Orieatetioe” ghall mean s choice of huwan afult saxus) partoer accoyding
te yendar, .

“Disability” ix a physfcsl of sental tmpairment whick does pot mske the persap
locapable of making use of che sccowmcdstions, advaviagex, [acllities, privileges,
vervices ar meabavship 1o husiness, social sy other wstshlishments or ovganiratisns
with « vexsonsble accomwondatfon to his sr har disability, and dows nac maks rbs purson
{ncapable of makIsg such uss (n § maswar which would nof vadanger f1e or har bwslth apd -
watuty or the basleh snd esiaty of othave.

“Tenant" shall wasn the person or persons, {ire, pertmeyship, corporation sr rombi-
ustion thersal whor enter into e conirsce, fxanchise, lexis, zoncasaien ¥r other Wgrae-
wint iovolviag tha 1sass, restal or acher uss pf real proparcy mod leprovesants theresn
vf tha' City smd Cowunty aof 3an Prancisea. .

SEE, 12€.), Vondiecrisination Provizisns of Yyoperty Cantracts,

Lvery contract, franokiga, lasaw, zaxi br othar ag anturad intn by any
agency of tha City and County of Ban Francisco, o¥ iy dapirtsent rbersof, imvolving
tha lsawe, reatal, or other use of resl proparry snd improvassents thivsou af the City
axd County of San Francisco for x pariod wxcasding tvascy-aine (29) days in sy calsndir
yaar, wvhether by singulay or cowclstiva [(hetromect, shall osstsin the provisiscs
Ig)llowing, which ahall be kooun ax tha posdiscrimtnstion previzions of such proparty
<ontract.,

In tha parforsancs of this contract, the tenant sgraes as followet o

{2} Ths tevsnt or subtensat will sot discriminate sgsipet xny pézeon médking attoswsi~
dations, sdvantsges, facilities, yrivilsges, sarvices, or sesbarnbip §a tha buniuegy,
aocial or other establishesnt or orgsniratico opavatsd by tha teasnt nr mubtesant oo the
Taal propsriy of the City and Coanty of Ban Prancisce, on Lha grousnd or becausa of yace,
color, cTeed, national orligilu, ancewiry, age, wax, sexual orisntatfos, ot dissbilivy.

(b} Should the tecant pr anhranant nparste s» @ mesbership crysatastion, tha tenant
vill parmir sccass To hin membaxahip yweords, vulsa, vegulntions smd other parcinant
dats, by the awsrding suthority, or tha San Framcisco Humsu Rights toemissioa, for the
purposs of {nveatigsring to ssrextain Sompliance with fhu noodiscrimfpacion provisions
of thin conkrack, snd an requeat provide wvidance that bas or will comply with the non-
discrimfpacion pravieions of this contract,

(¢} That Lenant Axr wubtensut shall he dewmed to buvs brsachsd rha nondiscrikinstion
provinious of thim confract vponr

{1) A finding by che Dirscror of the San Yranclsco Muman Rights Coesiaslon or
nuch sther offictal who way bé dawigpated by the Human Rights Comatasion, That
tapant has wilfully violsced wuch pondiecristnseion provisbons,

{2) Upon soeh findiug by the Uirectar of thx Wusan Righse Commimston, ur other
oftiolal degignstad by rhm Muman Xights Cowm{nsfon, Tha awardiog suzhericy shall
vot{ly tessnt, or aubtenant that usless hs demanstratuc to tha sutisfaction of tha
Divastor of che San Prasciaro Numacs Righrs Cozmixsion or ether official dex{gnscsd
by tha Husan Rights Cosscissios within such yessonshly period ms Lhe Mumas Righes
Comuixaslon shall detarmluu, vhec tha vialatise has Deen corrected, astion will be
Esken as set farth in subpurugraph {d).

{3} The duman Rights Commiwsfon shall, within ten duys of the data of issuanes
of sny [inding by the Ditector of the Muman Xighta Comatxxlos or sther afficinl ‘
dagigrated by ths Commission in the ent of thie chapter, msil to avy parson
oy parsoas wf %2 by said fioding, & copy of safd Pinding, Cogerhwr wich wrirvin
potice of bie/Tiyhy tr appasl. Wotics of appeal mosc be 1144 in vriting with rha
Chairmsn ofche Commiseion Vithln 20 dayw of tha dets of paliing suid copy xod notics,

(4) For purpo: of eppes) 3 diogs under this awctlou, 3 quorus shall cem-
15t uf ¢lghe wembave of tha Coxmisston., The vate af tha majority of the full
Covnfasfon whill be necexsary o affire, Taverss or wodily such decinions,.order o
othar actimm rendered hermundas. thould » wewber of the Zamun Right Cosalssion ba
designared under dectios 128.% (&) {1} of this conrracc, thet comiseionar nay not
paxkicipase in a0 appesl under thie estrfon except as & witpesy.-

- 46 -
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{3) The presiding offfcer of tbe Commfeafoo xhull hava tha power ro adalnfister
osths to witnesass in appasis bafors the Commission under this ssction. In the
evant that any pexson shall fail or rsfuse to sppesr a8 8 witness {n sny such pro~
c¥uding afrer being requested to-do ap, and {f {r shall appear to the Comxlswlon
that hia testimouy, or books, recocds, documenta or ather things under his contrel
sre mater{sl snd relevant aa avidencs in the satter wnder consideration by the
Commiurion. in tha procasding, the presiding offlcer of the Comaission suy subporna
wock person, vequiring his prasenca at the proceeding sod rejuiring hix te briny
such books, reenrds, decumente or othar things under his ceutrol.

{$) All sppeslis to the Pusas Righte Commission shall be cpen to public
inmpection, * Upen rwaching ‘s decision in any apbesl, the Commiseion shall give
written nothce thersof to the Directer of tha Human Rights Commfszion, or nrher
efflcisl dszignated by the Human Rights Commlesion, and the appellant or sppellsats,
The decislon of tha Commission xhall bz final mnless within 15 days of the filing
aod sarvice of written notice theceaf appropriste legsl procaedings sra (ilad in
# rourt of competent jurisdiction by any perty to this contrace,

(1) U oy tenant ar subtensnt under comtract ta the City and Coumnty of
§an Prancieco shall fail te appesr at an appesl proceeding of the Commission aftxyr
havieg been glven written natice to sppesr, such failure o appea Rhall be grounds
far eancellszlon of the cootract or subcentract mnd such tenant or subtenant shall
be duewad to have forfeited all tighta, benefits and privilegus thereunder.

(8) The Hwasn Rights Cowmission of San Francisco sball prowulgsta Tules and
regulaclons for the {splesentatlon of the nondlscriminstica provislons of thie
contrack, sod swch tules snd vegulationa sheil, wo fax a¥ yntttc.bh, be similar 1
te thoss adopted {n applicable federsl cu:nthc orders,

{d) A bresch of the wndherllxnltltm pmvhlm- in ths parformence of. this coatract
shall ba daemed by the City and County of San Francisco to be & material breach of con-
tract and baslas foy datarminstfon by the officsr, board vr awarding authority responat-,
ble for the mwarding or letting ef such comtract that the Tanankt or subtenent Is an N
Leresponsible teasnt, leswes, franchises or caacassionaire &z ta sll future contracts
fer the use of real property. Such per firm or carporation xhall not, for a perfod
of two (1) years thevemftaxr, or until lmu astablish snd carry out & progras 1a con—
forndry with the nondiscrimination provisteos of this contract, b sllowed to act as a
tenant 9T subtemant mnder any coutract invelving the least, rental er othur use of real
Property and lmpruvements thereon, ol tha City and County of 3sn Francisco.

{e) Mathing contained in this contrset shall bu construed In say manner 8o &% to
prevent the City and Caunty of Ssn Francisce from pursuink any other remediss that say
be avetlable at law,

Sic. 13C.4, Hamen Rights Comatssion Pmpowered.

The San Francieto Human Rights Comdssion, {te preesding offfcer aod its diractor
wry hereby granted the powet to do all scts snd axercise sll povers refecred to in
Seetion 12C.2 hareof,

SIC. 12C.3, Pusding,

Tha Board of Supervisors shall sppropriate ssch funds fyom the geeral fund of the
City and County of Ban Prancisce, subjéct to budgerary sod fiscal provieions of tha
charzar, 20 it may deem necessary for sanfercement of this pxdinases.

Src. 12c.6. Naverability.

T any clsuss, senfwnca, pavagraph or part of rhis tllh or the spplication there-
of to any parsun or circumstances shall, for sy raxson, be sdjudged by u couxt of
competent jurlsdicrion to ba knvalfd, wuch jurisdiction shall vor affect, iwpair or
invalidate the remaindar of this clupu:.

Final Pamsags-Yabrusry 25, 1977
Approved by Hayor-Harch 11, 1377
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FILE NG ‘é!‘-"ff/"'d | ORDINANCE NO. /3'-3_‘3%
1 (Grgund Lease]
2 P;PPROVI.NG AWARD OF GROURD LEASE BY PUBLIC UTILITIES COMMISSION
“al - FOR A TERM OF MORE THAN TEN YEARS. - |
» | ‘
5: Be it ordained by the People of tﬁe City and County of San
§ F:ancisco:
7 , Section 1, Award by the Public Utilities Commission on
'1}_;/34 g " Hovember 8, 1983, .t:o -%ﬁdﬁ%&p%@ﬁ%ﬁtﬁ/} a Delaware
s ? corporation, as the highest, qualified bidder, of a.ground lease
’P of.4;75? acres of“ﬂate: Depa:tﬁent land 'in Millbraé, California,
N for a term in excess of ten years and having anticipated :evénue,
12 to ‘the City and County of San Francisce of $1 million or more, is
e ‘E3; ' hereby approved. ‘
iM
15 | APPROVED AS TO FORM: RECOMMENDED:
6 | GEORGE AGNOST, City Attorney PUBLICY UNITLIES COMMISSION
-z ‘ '
18 " . :
ol sifledorn ilos _
o Utilitles General Counsel General Managet of Puolic
2 ' : " Dtilities
21
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25,
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Passed for Second Reading

Board of Supervisors, San Francisco

-------------------------

Qi‘il‘ '

Ayes: Supervisors ',...Hangista, Keannedy,
Kopp, Maher, Molinari, Nelder, Renne, Silver,

ALKER e

6554‘5' | APR % & 1334

File Na,

"Approved!

Read Second Time ami Finally Passad - ‘

Bﬂaprél §f33x,i§)ﬁvimrs, San Francisco

|
Ayes: Supervisors ~Bﬂm‘t»‘ Hongisto, Kennedy,

Ko p, Maher, ‘Molinari, Nelder, Renue, Sﬂver, .

Ward.

R R A I I R

Alsent: Supervisoy.*,..m.i,.”....-.,44....;.. -

R R R R R P L R AT TR S SR A

I hereby certify that the foregoing ordinance was -

nally passed by the
vk gnd County of

Board of Supervisors of the
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“SUBLIC UTILITIES COMMISSION

CUY AND COUNTY OF BAN FRANCIECS

RESOLUTION Nn,as-.ﬁ"tsa

' WHERBAS, the San Francisco Water Department owns
approximately 4.752 acres of land at 950 El Camino Real in
Millbrae, c;lifo:nlaf which i3 excess to the Water Depa:;ment't
p:escni needs, and

WHEREAS, pursuant to the terms and conditions of Commisaion
Rasolution No. 82-310, adopted July 27, 1982, the Wakter
Department published an invitation for sealed bids for the
purpose of awarding a ground lease of said premises for thirty
{30) yeara for commercial use and on ather:te:ms and condiﬁiuna
provided for in the proposed leaées and

WHEREAE.’naaled bids were received.by the Water Departiment
from Orchard Supply Hardware, Lucky Stores, Inc., and KTW/C&H,

"whigh bids included the following minimum annual lease rentals:

Orchard Supply Hardwa;e' $130,000- °°
Lucky Stores, Inc. T §$144,000
T KTN/CeH . $136,000 v
and s ’
. WHERBAS, the values of the three bids and the s

qualifications of all three biddera have been considered by
Commission in order to determine the successful bidder; now,
therafore, be it .
RESOLVED, that this Commission hereby awards fo Orcﬂard
Supply Hardware, as the hiqhes:; responsible, gqualified nidder, a
ground lease for commercial use of approximately 4.752 agres of

land at 930 El Camino Real, Millbraa, Califgenia, coples of which

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

2291
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PUBLIC UTILITIES COMMISSION

CITY AND COUNTY OF SAN FRANCIECO

RESOLUTION N,

thirty {30) years and at the minimum rent and ovarage and on the
other terss and conditions contained in said lease, subjec§ ta
confiemation by the éity's Board of Supervisors; and be it

?ﬂma RESOLVED, that City's Board of Suparvisors be
:equﬁsted to approve, by ordinance, award of said ground leasa;
and be it '

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

authorized and directed to execute raid lease,

3083C

I Bereby certify that the foregoing resolution was adopted by the Public Utilitics Commission

at its mesting of NUVEMBER 8 1983 (/( ‘ ,

.S‘ecretary, Public Utilities Commission

r,,
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FILE NO éf-_——‘f?/—d : . ORDINANCE NO._/ & <" ‘?%
i {(Ground Lease}
) APPROVING AWARD OF .GROUI;ID LEASE BY PUBLIC UTILITIES COMMISSION
3]  FOR A TERM OF MORE THAN TEN YEARS. '
4
5 Be it otdained by the People of the City and County of San
¥ Francisco:
7 Section 1. Award by the Public Utilitles Commission on
. ’ Grace Retail Corporation
4/11/84 8 November 8, 1983, to QLML SUpOAN /RALGYELE, a Delaware
Bls . :
: ¢ ;orpcration,' as the highest, qualified bidder, of a ground lease
.10 of 4.757 acres of Water Department land in Millbraé, California,
n for a term in excess of ten years and having anticipated revenue
12 te the City and County of San Francisco of $1 million or wmore, is
. ¥
e, B hereby approved.
RNV '
15 APPROVED AS TO FORM: RECOMMENDED
18 GEORGE AGNOST, City Attorney PUBLICA UTITLIES COMMISSION
7 : .
'/ ] °
18 - : ~ '
Y B O |
19 By x \ j L . 7 4 By 1 H R
‘ ~ Utilities General Counsel " General Manager of Public
"2 UDbilities
I
22
23 . ' o
Y 9116C P t
2
26 L -
27
28 o : '
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SHORT FORM OF GROUND LEASE ' P

This SROUND IEASE ie made as of this Zé’ﬂ-jday of EE@H s

1984, by and between the CITY AND CODNIY OF SAN FRANCISCO, a mumicipal
corporation, acting rthrough iés Public Vrilities Commission (the
"Commission"5- {“Landlord™), and GRACE KETAIL CORPORATION, a Delaware
¢orporation having an office at ¢/o Orchard Supply Hardware,
1555 8. Seventh St., San Jose, California 95112 (™Penant™.
RECITALS : ' .

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

A. landlord is the(gimer_of all that certain real propecty

¥

("the Premises") situated ink?lé. City of Millbrae, County of San Mateo,

State of Califernia, p%?:}cgl;;}i?f;d@gbed in Exhibit A-1 bereto and-
. TN ¢

shown on the survey a’tt&di\éf{ hereto\ as Exhibit A~3.

B. Tenant desires to lease the Premisez from Landlt.)rd in “asg
isY condition and to have the right to erect new improvements thereocn,

€. Landlord is willing to lesse the Premises to Tenant and to
grant Tenant the right to erect thereon new improvements [subject to, and
in eccordance with, all appliceble laws and regulatioms and the
provisions of this Ground Leasel. ' \

NOW, THEREFORE, IN CONSIDERATION of the mutual covenaats and
promises herein contained, Landlord leases to Tenant, and Tenant does
hareby lease and take from Lendlord, the Premises .upon the terms and
conditions set forth in that certain Ground Lesse bearing even date

herewith all of which sre incorporated herein by reference, for & term of

thirty (30) years from the Commencement Date of N\b\\\ \ \QE}A— ,
! 1

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

periods of ten (10) years each, 3ubjec4t to all of the terms, covenants
and c¢onditions contained in the Ground Lease; TOCETHER WITH, and Landlord
hereby grants and demises ta Tenant, & nonexclusive easement for the Term
of the Ground Lease and any Extended Term of the Ground Lease over a
portion of that certasin parcel of property awned by Landlord and situated

immediately ndjacent to the Premizes, said eagement arsa deing more

NUMBER oo iFarsran
.M,_S ..... EXECUTED -
' COUNTERPARTS

54224-030284 ' ) : O R { G ! lS\_JAL
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particularly described on Bxhibit A~2 and located within ' area shown
on Exhibit A-3 hereto and designated thereon as "Ingress & ngress
Eagement", for the purpose of ingress aod egress by Tenant, its
subtenantsa, 'customgrs, employees, invitees, licensees, agents, and
contractors, in the condoct of its business, and sny motor vehicles used
in the condoct of business to and from the Premises onto El Camino Real
at the signalived intersection.

IN WITNESS WHEREOF, the parties herato hsve executed this Short

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

APPROVED AS TO FORM: "Landlord"

GEORGE AGNOST o CITY COUNTY OF SAN FRANCISCO

City Attorpey By ic Utfilities Commizasion
By 1e . By
McMORRIS M. DOW RUDOLF NOTHENBERG
Utilities CGeneral Counsel General Manager of Public
Btilities

Authorized by Public .
Utilities Commisgian
Resolutiop No. ?3‘.0 §3
- Adapted’ /

rd

Attest:

Rowaine S. Boldridge

Secretary
“Tenant"
GRACE RETAIL CORPORATION
{SEAL)
Attest: . . ’
/
By ?W&M By, fé&lﬁ/@é:,
“Agsistant Secretary Edward H. Tutun
President
LEGA
RE erme—ciyanmtosansd
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EXHIBIT &-2

DESCRIPTION OF INGRESS & EGRESS EASEMENT

-

All that certain real property situste in the City of Millbrae, Caun:y af
San Mateo, State of California. described ms follows:

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

Sap Francisco leased to Orchard Supply Rardware in the City of Millbrae,
County of San Mateo, State of California and procaeding along rhe northerly
line of said lands North 53°46' East & distance of 79 feet to the TRUE POIRT.
OF BEGIRKING: thence continuing along said northerly line Rorth 53%46' East,

a distance of 42 feet; thence North 36°14" West & distence of 2.0 feet; thence
along 8 curve to the right with a radius of 4 feet from & tangent bearimg of
South 53°46' West, through a central angle of 907 for a distance of 6.28 feet;
thence Rorth 36°14' West a distance of 9.46 feet; thence along a curve to the
right with a radius of 6 feet, through & central angle of 1D2712'Q5" for a
distance of 10.70 feet to a peint of reverse curve; thence along & curve to
the left with a radins of 147.0 feet, through a central anple of £°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
rthe left with a radius of 213.0} feet, through a central angle of 30°07'30", a
distance of 111.59 feet, to a point on the northerly line of El Camino Real;
thence along said northerly line Scuth 46°53' East a distance of 64.45 feer;
thence along a curve to the right with a radius of 18.0 feet, from a redial
bearing of South 73°15'36" East, through a ceptral angle of 23°01'43" for a
distance of 7.23 feet; thence North 39°46°07" Bast a distance of 10.77 feer;
thence along A curve to the right with & radius of 43.00 feet, thrpugh a central
angle of 45°10'01", for = distance of 33.%0 feet; thence Rorth B4°S6'0B" East
a distance of 31.45 feet; thence along a curve to the right with a radius of
38.0 feet through a central angle of 58°49'52" for a distance of 39.02 feet;
thence South 36°14°' East, a distance of 9.0 feet; thence along a curve to the
right with & radius of 4 feet through a central angle of 90%, for a distance
of 6.28 feer; thence South 36°14' East a distance of 2.0 feet to the TRUE
POINT OF BEGINNING,

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

SURVEY
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LAND USE PERMIT "

GEN-1700-85

L4

. Purmunt to suthsrity geanted by the Publle Utilities crmnl:dén, permission b heraby granted to

.

{hereinafter called “Permittee”™) to cecupy and utllize the fallowing deseribed pareel or premises ownad by tie City
and County of Ssn Franclsco (hevelnafter calied “Clty”) and under jurisdiction of the Water Department:

Along and within Parcel 18 of former Mmni right-of way according 0 San Francisco
Water Department records and as slmnmSanEtamiscoWa,f;er,Depar,ﬁmntDravdmg

5. C~1183 attached hereto and mede a part hereof.

for the purpose of, Installing-a 6-inch VCP sanitary sewer and a 12~inch ACP stom drain

to serve the Qrehard Supply Hardware's lease of portion of Water Department's

Millbrae Yard.

L

pgrx'r"gs_l.k ggmtied :upjec;‘t to the loliowing condltions: .

1.: Unléss otherwise specificaily provided herein this permit shalt bscome effective when the Public Utdities Come

- mdselony o -1ty autharized representative end the Permittee huve signed It A copy shall be furniahed to Per.

* mittee,

This permit does nat conatitute & Jsase, dead or grant af an ma&mnt, arofa m‘ interest by .City. It is not

" transferable o auignable, and v revoonbis at any thne at ths option of the Publie Utiiftles Commiasion.
3

The usé wuthorized by this permit is Hmited solely 10 the purposes set forth herain, and, except as sxpretaly
herein provided, construction, excavatiost or installation of structures la not authorized, ' PR

Nelther City nor any commission, board, officer, or smplayee thereof shall be hald responsible ar Jiable for

‘ damage to any property of ths Permittes instalied or located on the premises coversd by thix permit,

Permittee shall at pll times keep City's lands In good a.x_ui aightly condition, so far ae the sams may be af-

" lected by Permittes's operation hareunder.

In the qvent City institutes and prevalls fd any sctlon for the enforcsment of any of {ia rights héreunder, Per-
mittee will pry to City such ressonable sttorney's fees av may be datermined by the Court ss part of the

costs af such sctien,
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EXHIBIT A-1

DESCRIPTION OF PREMISES

All of that real property situate in the City of Millbrae, County of San
_ Mateo, State of Californins, described as follows:

Beginning at a point distant North 39°14' West, 50.08 feet from the
intersection of the boundary line between the C.M.P. Coleman 175.20 acre
tract and the Custodio Silva 16B acre tract and said point being distant
South 53°46' West, 51.63 feet from the westerly line of the lands of
Southern Pacific Railroad Company. Thence North 39°14' West a distance
of 255,56 feet; Thence Sovth 53°46' West a distance of 292,25 feet;
Thence North 34°52'55" West a distance of 75,02 feet; Thence Sonth 53°46'
West 428,24 feet, more or less, to the northerly line of E1 Camino Real;
Thence along said northerly line south 46°53' East a distance of 336.00
feet; Thence leaving said northerly 1ine and running parallel to and
distant 50 feet measured st right angles northwesterly from said lice
between C.M.P. Coleman 175,20 acre tract and said Custodio Silva 168 acre
tract, North 53°456' Bast a distance of 670.00 feet, more or less to the
POINT OF BEGINNING.

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

DESCRIPTION QF IRGRESS & EGRESS EASEMENT

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

Ccmmencing at the nmorthwest corner of the lLands of the City and Coumty of

$an 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 53%46' East a distance of 79 feet to the TRUE POINT
OF BEGINNING: thence continuing along said northerly line Korth 53°46' East,

a distence of 42 feet; thence North 36°14’ West a distsnece of 2.0 feet; thence
slong & curve to the right with a radius of 4§ feet from a tangent bearihg of
South 53°46' West, through a central angle of 90° for a distance of 6.28 feer;
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 & central afgle of 1D2°12'05" for &
distance of 10.70 feet to a point of reverse curve; thence alonpg a curve to
the left with a radins 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°44'37" for a
distance of 74.86 feet, to a point of reverse curve; thence along a curve to
the left with a radius of 213.0 feet, through a central angle of 30°07'30", a
distance of 111,59 feet, to a point on the northerly lime 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 1B.0 feet, from a radial
bearing of South 73°15'36” East, through a central angle of 23°01'43" for a
distance of 7.23 feet; thence North 39°46°07" East a distance of 10.77 feet;
thence along & curve to the Tight with & radius of 43.00 feet, through a central
angle of 45°10'01", for a distance of 33.90 feet; thence North B4°56'08" East
a distance of 31.45 feet; thence along a curve to the right with a radius of
38.0 feet through a central angle of 58°49'52" for a distance of 39.02 feet;
thence South 36°14° East, a distance of 9.0 feet; thence along a curve to the
right with a radius of 4 feet through a central angle of 90%, for a distance
of 6.28 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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EXHIBIT A-3

SURVEY
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Ao AT RgfISCO WATER DEPAS(
LA LAND USE PERMIT

o : GEt+-1700-85

' . Purmuant to authselty granted by the Publls Utilities Conmiesion, permission s haraby granted to

Fadn

..

(hereinafter called “Permittee™) to occupy and utilize the following described paresl or premises owned by the City’
and County of San Francisco (herelnafter called “Clty") and under furisdiction of the Water Departmant:

: Almga:ﬂwiﬂﬁn?arcell&offomer&mirightofwayamrdhgmmmmv
. WaterDeparhmtremrdsandasshmnmSanFrammcoWatarDeparmntMawing
. C~1183 attached hereto and made a part hereof,

e eate b

for the purpose of, installing-a 6-inch VCP sanitary sewer and a 12-inch ACP stom drain
- xﬁo{lm gai:dctrdmm Surply Hardwaxe’s lease of portion of Water Department's

permit is granted subject to the following condltiona: )
1. Unless otherwise specifically provided herein this permit shall beeome effective whan mn Publie Utilities Com-
mission or its autharized representative and the Permitter have signed It A copy shall be furnished to Per.
- mitten,
2. Thie permit does not constitute & Jeass, deed or grant of an eanement, or of & fey Interest by .City, It is not
transferable or axsignably, and iy revocable at any time at the option of the Publle Utliities Commission,

The usy suthorized by this permit {s limited solely to the purposes et forth hersin, and, except x2 ixprml)'

hetein provided, construction, excavation or instalistion of structures iy not authorized.

4. Nefther City nor any commission, board, officer, or employee thereof shall be held responsible or lable tor
damage to any property of the Fermittae installed or located on the premises covered by this permit.

8. Permittes shall st sl times keep Clty's lands In good and sightly condition, so fxr ae the same may be af-
tected by Permittee's operation horeunder.

8. In the #vent City institutes and prevalls-in any actlon for the snlommem of any of ita rights hersunder, Par-

mittee will pay to City such reasonable attorney’s fees a2 may be dstermined by the Court, as part of the

costs of such action,

3
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"

- 15,

1s.

17.

18.

20.
21,
22.
23.

24,

25,

. N ‘ ,
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§, . i 5 .
*» 4 - .

Permitten thall, on receipt of notice to 4o o and within etich ressonsble tims Hmits g3 may be fixed by sald
notice, alter or remove nt his own expenss any of his improvements, plantings, or other property to such ex-
tant ay may be required to avold Interference with any of City's plps, power linea, oc other strustures now or
hereafter to b constructed, with the maintenancs thereof, or with any other operations or Iand use by City.
In the event Permittes fails to ulter or remove any of his improvements, plantings, or other property within
tha time it specified in satd notics, aaid improvaments, plantings, or other property may be removed by Clty,
the reasonahly sxpanse of which shall be patd to City hy Parmittse.

In the avent of any smergenay City may, st its sole option and without notice, aiter, remove ‘or protect at Per»
mittes's expense, any {mprovements, plantings, or other property, except utility facilities owned zither by a
private company or a public agency, On notice that an smergency exisis, owners of utllity facllitles, at their
ownt expense, must take immediate nction to protect, remove or relocste such faellities ay requlred to meet
tha smergency.

Prrmittee shall be responsible and lable for any and all duniage to City's structures or property; due directly
or {ndirectly to Permittee’s ocoupation and use of City lands pursuant to thiy permit, snd ahall promptly pay
any just clatm therefor. Permities shal] assume the defense of and indemnify nnd save harmless the City and
County of San Franciso, its Public Utititles Commision, oficers, and employees from all claims, loss, llens,
damage, injury snd Uasbility of every kind, nature and description, directly or indirectly arlalng fram Permit-
tee'uecuplummm:mddwluupmmtumumtmﬂmmﬂbmumrwmmm

Any gardening or landsespinig shall be limited to lowcmwkwalwh,grmcrplmﬂ.l’lmt!mulhmm
plpaline or electris line rights-of-way 18 expressly not permitted.

To the mxtent ﬁ:utuwwedﬂeuﬂiﬁmuttuﬂ:bmln confilet with or are inconsdstent with the printed
conditions, the specisl conditions shall prevall,

In the event the purpose of this permit Is to nllow Permittee to Install utility facliitiss underground scross
City’s premises, the clear dstance betwzen the bottom of Fermittee’s Installation and the top of City’s exiating
and proposad future water lines shall not be less than abx inches and Permittee’s said installation shall be placed -
&t an approximately comatant grade for the entire eromsing,

In the svent the purposs of this permit ix to allow Permittes to inatall utility facilities underground across
mmmmmmmmmmnmt of the undsrground installation with witness
poats.

AR conditions of this permit are aubjact to periodic review.

Permittea's proposed ingtallations within City's right of way shall be in

‘accordance with Permittee's drawing bearing City's signed approval, This

dmmgisattadxedheretoasﬁbbiblt "A"andisherebynadeapartoftms
permit.

In the event City expand facilities into the permit area in the future, Permittee
shall xmnvehiaseuerauﬂnrizedmﬂut!ﬂs permiit and relocate elsewhere,
at his own expense.

.Unless sooner revoked, -this permit shall terminate at the end of Pe.mittea's lease

of adjoining land.
The Permittee shall notify the Manager of the Suburhan Division of the San Fran-

-cisco Water Department, phone §37-4424, five working days prior to the date of
instaliation. .

The removal of existing tress along and near the sewer line authorized under this
permit is required. 'mePemitteeshallperfommiavm:kmﬂerﬂmdu‘ectionof

the City and athis CWIl EXPETSE.

The instauatinnof facilities autmrizedbyﬂﬁ.spemitisswjectboci.ty ]
inspection and approval.

mertyreserves’cheright’ooalte:, add, andde.letafzmnthemmauﬂmizedcxr
required under this permit.

Rights gzantedhezeinshallbelmitedtoaxeagramedmderthispemt Permi ttes
shall not use the adjacent lands of mecltymﬂmtprmappmvalofﬂxeeemral
ManageroftheSmannciscuWaterDeparhmm

Permittee shall not accept and release his Contractor for the work authorized or
requiredbyﬂﬂspemd.tbeﬁoresecuringtheapgmvaloﬁtl‘xecity .

Permittee shall ingtall markers identifying location of !:heir wﬁergmxxnd facilities
conatructed undar this permit, Mariceraaxﬂidentifymginﬁomatimther%s;wllbe
approved by the City.

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

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

© 2305
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Pormiztee sgivas s salntaint'in forae Suring 3ne sxistence of thia permik, ind &% iks gont sné

. onapl ive ganaral iiavliley 1nsursnce, iasluding sulesodile and products liabilixy
Anzuranos LF pequired By tne Pudblie USLIities Comeiselon, The pakisp or polietss of sald Insursnce
snatl nane s8 indured, or &8 additionsl tnaureds, City, Fubits Utilisias Commission and Ste mesbere,
and the offiesrs, agents snd seployess of escl. Said poliey or palicien anall inaure sald persons
againat loss or Manllity for dessges for Moally tnfuvy, destn a:‘gruwnr damage aocastonsd by
reason of the operations of Facaitlee tn,en §nd sbout the properey peruitted o ba ossupied by or waed
with sintnum Jiabillcy Limise as fellows: .

$1,000,000 Combined Singls Limis for hodily fnjury on destr of any one pereon smd
for bodily Injury or destis of teo or NoTe parsons,
in sny one Gocurrenasy and
for dssage 50 property resulting frew any one waeurrenss.

A wopy of sald insuranse poliey or poltelas ahall de Tumished $0 the lsnedsl Manager and Ontef
Enginasr, 3an Prancisgo Vater Depsriment Anvelinfier referred %0 as Managef,upon Ine wssution of this
- peruit snd ehall cantain & provision that written acties of «ancellstion or of any msterial change

thereol shald be daliverad Lo Kenager thirty (30) days in sdvanae of the effactive date thersof.ln the -
event tnat others Ihaa ihe aforessld personn are named In  sald policy oF policien a8 Snsureds, or
addivional Lnaureds, Fornittes shall Fumish Menager with & aatlafactory severssility of fnterests en-
dorsament thereon, Appreved ronn‘-f the Isat two Aforeaiis sndorswmsnts may be chisined from Mansger.

Tersaftar and Curing the tava of this permiy, Perwittee shall furnlsh 30 Nansger, from tise %o
time, 8 duly sascuCed sortifisate Be the ef'fesl thak tha Snsuranse soversge Turnished L@ City is delng
maintained by Permitbee. HSuah balfates of swrtifisstes sbhall N Lsgued 57 & SOMGANY OF CONGRNLSE A~
provad An weiting by City*s Contrellsr snd as to form by Clty*s Cliy Attomey.lersittes shall xuonmn:u

the alforesais Linlls upen the written damsnd oFf CIty provided Lhal ssid 1nirmases 4re Perscnsdle
JUBERLLab1e by C18y. :

Deted L2483,

a PERMITTRE : N
. (RCHARD SUPPLY HARDWARE

wi—“

Tite D¥rector/Store Planning

. ey g
CITY AND COUNTY QF 2AN FPRANCISCO ot
PUBLIC UTILITIES COMMISSION

Ceneral Manager of Public Uttlitiss

(2 —

oy
Arthur R, Jensen?/

Acting General Manager and Chief Engineer

san Francisce Water Department

: . pates  APR2 9 1985
| .. 2306 C
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" SAN @NCISCO WATER DEPA®IML. .
LAND USE PERMIT

Pursuant to authorlty granted by the Public Utliitiss Commission, permission is hereby granted to

GRACE RETAIL CORPCRATICH
SORCHARD SUPPLY HARDWARE
P.0. BOX 6450
SAN JOSE, CALIFORNIA 95150-6450

ATTENTION: MIKE LA TOURETTE

(hereinafter called “Permittes”) to occupy and utillze the following described pareel or previses owned by the City
and County of San Frangisco (hereinafter ¢alled “City’) an under jJucisdiction of the Water Department:

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

A portion of Parcel 29 Millbrae Corporation Yard as conveyed
by Spring Valley Water Company to the City and County of San
Francisco by deed dated and recorded March 3, 1930 in Volume
491 of Officlal Records at Page 1, said portion commencing at
the intersection of northeasterly line of El Camino Real with
the southeasterly line of Parcel 29, thence north 46° 53" west
and along the said northeasterly lme of El Camino Real a dis—
tance of 336.00 feet, thence morth 53° 46' east a distance of
428,24 feet, thenoe south 387 14' east a distance of 75.00 feet;
thence north 53° 467 east a distance of 202.25 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 commence-
ment.

Containing 4.752 acres more or less,
All of which property is ideuntified by San Francisco Water

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

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

is permit iz granted subject to the following conditions:

1. Unless otherwise specifically provided herein this permit shall become effective when the Publie Utllities Comi-
misslon or ity authorized representative and the Permittee have signed if. A copy shall be furnished to Per.
mittee.

2. This permit doey not constitute a lease, deed or grant of an easement, or of a fee interest by City, It is not
trangferable or assignable, and i revocable at any time at the option of the Publie Utilities Commisuion.

3. The use authorized by this permit I8 iimited zolely to the purposes set forth herein, and, except as expressly
hetein provided, construction, excavation or Installation of structures I8 not authorized.

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

5. Permitiee ghall st all times keep City's landy in good and sightly condition, sa far ay the same may be af.
fected by Fermittee’s operation hereunder.

-shwmmmﬂmvﬂ&mmmwm

£, [Nt TN vy i
———mrittes-will-pey—ta-Giiy-y Lo-faen—as—pmay ~y-the—Conrt~as—prei—ol-the
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7. Permittee ahall, on receipt of notice to do s and within such reasonable time linity a2 may be fixed by satd

E

LN

18.

17.

notice, alter o remove at his own expense any of his Improvements, plantings, or other property ¢ such ex-
tent as may he required to avoid interference with any of City's pipe, power lines, or other siruttures now or
hereatter to be corstrueted, with the maintenance thereof, or with any other operations ar land use by City.
In the event Permiitee {aily to alter or remave any of his improvements, plantings, or other property within
the time lmit specified In eald noties, saidl improvements, plantings, or other property may be removed by Clty,
the reasonnble expense of which shall be paid to City by Permittee,

In the event of any emergency City may, at ity sole option and without notice, alter, remove or protect at Fer-
mittee's expense, any improvements, plantings, or other property, axcept utility facllitles owned either by a
private company or 8 publle agency. On notice that an eniergency exists, owners of utility facilitles, at their
own expense, must take immediate action to protect, remove or relocate such fecliities ay required to meet
the emergency.

Permittes shall be responsible and lisble for any and all damage to City's structures or property, due directly
ar Indirectly to Permittee's occupation and use of City Iands pursuant {o this permit, and shall promptly pay
ony juat clalm therefor, Permittee shall assume the defenive of and indemnify and gave harmless the City and
County of San Francisco, itx Public UtDitles Comnminsion, officers, and employess from all elabms, loss, liens,
damage, injury and lability of every kind, nature and description, directly or indirectly arising from Permit.
tee’s oceupation and use of City lands pursuant to this parmit regardiess of responsibility for negligerce,

Any gardening or landscaping shall be lUmited to low growing shrube, graxs or plants. Planting of trees on
plpelhumdee&bumﬂghwmhmuﬂrmtmtm
To the extent that sny special conditions set forth hermin conflict with or are Incondatent with the printed
conditions, the specisl conditiony shall prevall,
In the event the purpces of this permit 13 to allow Permittee to inatall utility facllitfes underground acroes
City's premises, the clear distance betweeni the battom of Fermittee's instaliation and ths top of City's existing
&nd proposed future water liney shall not be less than six tnchey and Permittes's said Installation shalt be piated
at an approximately constant grade for the entire croqing.

In the gvent the purposa of this permit is 20 allow Permittes to inatall utidity facitities undergrmumd across
Clty's premises, Permittee shall properly mark the alignment of the underground installstion with witness
poats,

All eonditions of thiy permilt are subject to periodic roview.,

This permit is granted for the interim period pending confirmation for approval

by City's Board of Supervisors of that certain ground lease awarded to Permittee

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

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

or activity to be conducted under this penmit.

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

the City's pipelines during construction.

To prev‘ent damage to City's underground pipelines, Permittee's use of vehicles
and construction equipment closer than 20 feet to City's pipelines shall be sub-

Ject to the following restrictions:
a. The cover over the tops of City's pipelines must be at least 3 feet.

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

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

2308



20. public Lisbility and Property Damse Insurasice:

Permitien sgives to xaintain‘in force during the existence of this permit, and at it cost xnd
sxpense, comprenensive general 1liahility Inaurznes, Including eutomobile and products L{ebilicy
insurance if required by the Fublic Utilftles Commissicn., The policy or policles of anid insurance
shall naze as lasured, or a3 additicnal insureds, CEty, Fublic Utilities Commission and its menbers,
and the afflcers, agsats and aseployess of euch. 3aid policy or palicies snall insure said parsons
agkinat loss or llsullity for dsnages for badily injuty, death or propacty damsge occssloned by
tesson of the cperations of Fermittas in,on and about the propsrty paraitted o te cccupied by or used
with minimum dlabilicy lizmite as follaws:

$1,000,000 Coxbined Single Limis for bodily {njury or death of any one person; #nd
for bodily infury or death of two ¢r wore peraons,
in sny one oceurrence; and
for danage to proparty resulting from any ons Qccurrence.

A capy of sald inxurmnee polity or pelivies shall be Turnished fo the deneral Manager and Chief
Enginaer, San Franclmco Water Oepartoent,herwinsfter referrsd to as Manager,upen the txecuticn of this
permit and shall contaip & provision that wribten notice of cancellatfon or of any material chinge
taeraof shall Us deliversd to Manager thirty {30} days in xdvanes of the sffective dete thereof.In the
avent tast others than the aforesald persona are named in  sald policy or pelicies xa lnaurvds, or
additfona) innureds, Permittes shall furnish Penagsr with a satisfactory severadllity of intarasts wne
dorsement therson. Approved forme af thy lxst two sforssald sndorssments cay be abtalned frow Manager.

Thareafter snd during the ters of thim permit, Permittes shall furniah $o Menager, (rom time to
time, & duly executsd cwrtificate to the sffect that the ipsurance sovarsge furnished to City (s belng
msintained by Purmittes. SQuch polfcies or certificatwy shall De issued by & company or companies up-
proved in writing by City’s Contraller and sa ta fors by City's City Attarney.Fermittee shall inereass
the aforesstd limita upoh the written demand of ity provided that safd incresses sre ressonabls  and
Justifizble by City.

Duted I FNUERY 27, 1G]

PERMITTEE :

- 4

» wWincne,
Title Vice President LEGAL.
CITY AND QOUNTY OF $SAN FRANCISCG RE

PUBLIC UTILITIES COMMISSION

San Prancisco Water Department

.. pated oy QOL&&“;‘
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EXHIBIT A o

CHAPTER 12C OF THE SAN FRANCISCO ADMINLGIRATIVE COOX "Sublesse™ shall mesn and includs & lease by which a lessse or Cenant grants
X or lets to snother person part o all of the lessed resl property for @ shorter term
ANDOOIEG THE SAM FRAXCISCO ADNINISTRATIVE CUDE BY ADDING CEAFTIR 12C TEERETO, PRO- &84 under vaich safd lasser Or temant ratains some right or intereat under the
BIBITING DISCRIMINATION .IN REAL PROPERTY CONIRACTS ON THE GROUED OR BECAUSE OF RACE, original lease. . -

"Resl Property” shall mwean and include lad in which tha Clty and County of

‘ COLOR, CREED, NATIONAL ORICIN, ANCESTHY, AGE, SEX, SEXDAL ORIERTATION OR DPISABILITY,
San Francisco holds s legal interest and isprovements to said resl property.

Ba it préained by the People of the City and County of San Fraucisco: "Sex" shall wean tha character of being mals or femsle.
“Sexusl Orientation’ shall mean the choice of humsn adult sexual partner according e
< Section 1, Chapter 12C 1s sdded to the San Francisco Administretive Code to read to gender.
v as follows: "Disability” %s & physical or mentsl impairment which does not make tha person
¢ incspable of making use of tha sccomsodations, advantages, facilities, privileges,
CHAPTER 12C services or membership in business, social or othar establishments or organizations .
with a veasonsable accommodation to his or her disability, and does not make the person
RONDISCRINIKATION IR PROPERTY CONTRACTS incapable of making such use in = manner which would pot endsuger hia or her health and
safety oxr the health and safety of others.
SEC. 12C.1. All Propecty Coutracts to Include Noudiscrimiuation Provisions. Trenent"” ahall mean the parson or persons, firw, partnership, corporstion or combi-~ |
pnation thereof who' entexr {nto a coutract, franchise, lexwe, concession or other apree- -
All eootracting sgencies of the City and County of San Frascisco, or say depart- ment {nvolving the lesse, Tental or other use of real property and improvesents thereon
went thereof, acting for or on babalf of the City and County, shall include in all. of the City and County of San Francisco. )
coutracte, franchises, lesses, concessions or other agreements involving the lesse,
rental, or other use af real property and improvements therecn of the City snd Cosnty of SEE. 12C.). Nondiscriainstion Provisions of Property Coutracte.
San Francisco, for a period sxcesding twenty-nine (29) days in sny calandar year, whether _—
by siogular or cusulstivs instrusent, & prevision obligating the contractor, {ranchisee, Zvery contract, franchise, lease, concession or other agreement sntered into by any
Iessen, concessionuire, or other party of said agreement not to discriminate on the egency of the City and Cousty of San Francisco, ot any departwent thereof, fnvolving ’
ground or bacsuse of race, celar, creed, nationsl origin, ascestry, age, sex, sexual the lease, rental, or other use of real property and improvemants thérecn of the City s
orientstion or disability against any person smecking sccommodaticus, advantages, faci- and County of San Francisco for s pariod exceeding twenty-nine (29) days in any calendar
1ities, privileges, services, or memberahip in all busioess, secial, or other establish- year, whether by siagular or cusulative {nscrument, shall contain the provisions
sants or ovganixstions, operating from or making use of said real property, and shell following, which shall bs known as the nondiscrimination provisiouns of such property
require such contractor, franchisea, lessee, or concessionsirs to include a similar contrace.
provision i{n all subcontracts, subleases, or othar subordinate sgreaements for a period . In the performance af this countract, the tensnt sgrees as follows:
exceading twanty-nine (29) deye in any cslendar yesr, whether by aingular ot cumulstive (&} The tenant or subtenant will oot discriminste against any person seeking accoosmo-
instrusant, let, swarded, segotistsd or entered into thereunder. dations, advastages, facilities, privileges, services, or wembership fn the buainess,
social or other eatsblishaent or organization operated by the tenant or subtenant on the
SEC. 12C.2. Definitions. ) i teal property of the City and County of San Francisco, on the ground or because of racs,
RO 4y used in this cspter the tara: o i) Should the tenent a%’subeentnt orerate ss & meaberinin srpeniecion he Couant
w subZenant operate as a membership organization, the tenant .
- “Age” for the purpose of membarship refers to and shall {nclude sny person vho has ::ﬁ P:;‘:; .cc“:u:: M:hu?b“.hip ;“g:d‘;‘ ru.l:s. r;gnlnnnn; * Coates p“t:m:
~ v & BVAT authority, or the San Francisco Human Rights Couaigsion, for the
o :::::“4 the age of eighteen (18) years, axcept for bona fide senior citisem organiza purpase of inveatfigating to ascertsin compliasnce with the nondiscrimination px'-aviuou .
. ' of thy tract -
"Contract” shall mean and tnclud-Am agreesent to operate from or make use of resl dj..erj:j :::‘::F;u:::l::.r:‘}u:;;p::::::c:“ence that has or vill cowply with the now
propexty of tha City and County of Sen Francisco in the operation of s business, social, {c) That tenant or subtensnr shall be deemed to have bresched the nondiscrimipation
or other establislment or oxganization. Tovi h N .
YCantractor’ means any persocn or persous, firm, partnarship, corperation, or combi~ provisions of this contract upon:
nation thereof, who enters into a contract to operate from or make use of resal proparty
of the City uru; County of San Francisco in the operation of & businesxs, social, or other .m(:zhe: :;::i:ilbzh:h:nm:“:orxd th: :‘n :n:ci-co pros) Rmi;h‘u omisaton or
wstablishment o organization. T e ity o ® yd e ;a ;n:u yit e Human Rights C ssfon, that
"Subcontract™ shall wean and include an agreement or contract under or subordinate 4 red such nondiscrimination provisions.
to = prime contract, franchise, lease, or concesaion to operate from or make use of real @) v
pon such finding by the Director of the Human Rights Commission, ar other
, propsrty of the City and County of 5an Francisce in the operation of & business, social >
.h‘ proparty of the Clry and County of Bao : _ , official deatgnated by the ihman Rights Commission, the suarding suthority shall -
“Concession” includes a grast of land or other property by or ¢n behalf of the City Director of the San Pranci upiess emonserates to the satisfaction of the
€ sncisco Human Rights Coxmission or other official demignated
and c:unty of Sen Francisco to & psrson for the purpose or use speciffied in said grant. by the Human Rights Comnission within such ressonable period as the B Right
RN " ARAD gots
of o cm . i::n::r:. r:!;:ltﬁ:;:x:;nd include & person who im the grantee or beneficiary C:nknission ,h:n deterzine, that the violation hss been corrected, sctionm will be
"¥ranchise™ shsll wean and includs g right or privilege conferred by graat from the taken ax set forth in subparagraph {d).
City and County of 5an Francisco, or any contracting agency théreof, snd vested f{n and (3) The Human Righ
suthoriring & mom g ghts Commission shall, vithin ten duys of the date of issuance
Pt s::ﬂ t.p“ to conduct such business, soctal, or other activity aw ix specified ) :i.;::. i::d::sg:y the Dlr:cto:u a‘h‘hc :‘mn Right: Comatlssion or other official .
“Franchimee” shall wean and fnclud o who is th e Commission the enforcement of this chapter, mail to auy person
franchise s herein defined. e & peraon who is the grantse or beneficiary of & ::t:::n:?h;:/ 3 8;: :y satd ixnd;nsi N c«f:py of ;nl_d findl?s. ;nz.ethzr with wristen
. "loscrument” shall mesan and include a contract, franchise, lesse, concession or other . o tppeal. MNotice of appeal must be filed {n vriting with the
N agteement to cperste frow or make use of resl propu"ty ot the éity . n:l County of San Chairman ofthe Commission within' 20 days of the date of mailing said copy aud rotice. -
Francisco in the operacion of a business, .socfal ar other establishwent or organization. ‘
"Lease” shall mean and include & Contract by which the City apd County o’f‘ p . . :“; i’o:tvurpgus u: appeal proceedings under this mection, s quorum shall con-
Francisce, or sny contrmcting agency thereof, grants to a pers a sist of elght weabers of the Comission. The vote of the majority of the full
, & person the teaporary possessiaon Cotmisasion shall be
. and use of property, for reward, and the latter agress to TeCurn the sime to the former e g possary to affire, reverse ov podify such decisions, order or
e . . Genknated vater Section 1S (e) 13 o i conetach® Mtn Righis Comtsrion be
"Lemsee" shall mesn snd tnciude o n «2 (e of this contrsct, thar commissioner may aot
wades s lease as herein provided. Person or tenant taking possession of resl property . participate {n an appeal undetr this wection except as a witoess. 4
hY .

.

.



) presiding officer of the Cosmission shall have tha power to¢ adwinister
vaths o vitoesses in appeals before the Commisaion under this asction. In the
event that sny person ashall fail or refuse to appeasr as a witness in any such pro-
ceeding after being requeated to do s0, #nd 1f it shall appear to the Commixsion
thst his testimoay, of books, records, docwsents or other things under his control
are aatexisl and relevant as evidence in the matter wnder consideration by the
Commission in the procesding, the presiding officer of cthe Cosmission may subpoena
such person, requiting his presence at kbe proceeding and requiring him to bring
such books, records, documents of Gther things undar als coatrol.

(6) All appeals to the Human Rights Commissjon shall ba open to public
inspection. Upon reaching a dscisicn in any appesl, the Commissicn shall give
written notice cherasf to the Director of the Human Righzs Cosmission, or athar
official designated by the Human Rights Commission, and rhe appellant or appellants.
The decision of the Commiasion shall be final unless within 15 days of the filing
and service of written ootice thereof appropriats legsl proceedings axe filed in
8 court of coepetsnt jurisdicticn by any party to this contract.

{7} 1f sny tenant or subtenint under contrsct-te tha City and County of
$an Prancisco shall fail to appear st an appesal procseding of the Commisaion after
having baen given written notice to appear, such fallure to appes 3hall be grounds
for cancsllation of the contract or subcontract and much teosnt or subtenant shall
be deessd to have forfeited all tighses, benefits and privilegss thersunder.

{8) TYha Bumsn Rights Commission of San Francisco shall prowulpgate rules and
regulations for the implewentaticn of the nondiscriminstion provisions of thiws
coutract, and such rulas and regulations shall, so far as prlcuuhl‘. similar
to thosa adopted in applicable federal executive orders.

(d) A breach of the nondiscrimination provisions in the pexformsnce of this coptract
shall ba deemad by the City and County of San Francisco to be a material breach of con-
trxact and dasis for determination by the officer, board or awarding authority responsi-
ble for the swarding or letting of such contract that the tenant oF gubtanant is sn
irrespansible Canmnt, lesses, franchisee or concessianaire as to &ll future contracts
for the use of real proparty. Such per firm or corporetion shall not, for s period

- of two {2) years thereaftsr, or umtil N sstablish and carry sut a program in conm
forsity with the nundiscriminarion provisions of this contract, ba allowed to act as a
tenant or subtenant under any countract inwvolving che lease, rental or other use of real

o Praperty sod improvements tharson, of the City and County of Ssn Francisco.

(e} ¥othing contained in this contract shall be construed in aay manver so as to
prevens tha City and County of San Fraacisco from puxrsuing any olhlt remeding that may

= be available at lLav.

ﬁ_

SEC. 12C.4, Human hts Commiwgion xad.

The San Franciwco Human Rights Commission, ita presiding officer and its director
axe hareby granted the power to do all acts and azmrciss all powers referred to in
Section 12C.2 hereof.

SEC, 12C.5. [Juodiog.

The Bosrd of Supervisors shall sppropriate such fuods from the gensral fund of the
City and County of Sas ¥rancisco, subject to budgersry and fiscal provizions of the
chartar, as it may deem y Lox safor of this ordinance.

SEC. 12C. 6, Severabilicy.

If any clause, sentence, paragraph or part of this titls or the application rhere—
of to any persod or circumstacces shall, for soy tesson,. ¢ adjudged by a cowrt of
comperent jurisdiction to ba invslid, such Juxisdiction ehsll not effsct, impeir or
invalidute the remsinder of this chapter.

7insl Passage-February 28, 1377
Approwed by deyor-darch 1L, 1977
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CITY AND COUNTY OF SAN FRANCISCO
PUBLIC UTILITIES COMMISSION
SAN FRANCISCO WATER. DEPARTMENT

PROPOSED LAND TO.BE LEASED

PORTION OF MILLBRAE PUMF‘ STATION LOT PAR.29 SM

APFROVED { seare tay00°

APFrROvVID

SENERAL MAMASER AMD CHMIEF ENGINEER

REVIEWED

cua /)]&_

OATE §.2-74
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ORAWING NO.
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525 Golden Gate Avenue, 10th Floor

San Francis.o o San Francioo, CA 04102
¢ T 415.554.5210
Water Power Sewerz:.; , 2

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 ElinfL loe
Quality Act (“CEQA”), which were previously adopted by the Board of Francesca Vietor
Supervisors last fall; President

3. Re-adopts and incorporates findings that the Lease Amendment is Anson Moran

Vice President

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;

Ann Moller Caen
Commissioner

Vince Courtney
Commissioner

4. Approve the Lease Amendment and authorize the Director of Property
and/or SFPUC General Manager to execute documents, make certain tke Kwan

Commissioner
modifications, and take certain actions in furtherance of the resolution. Harlan L Kelly, Jr.

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

Respectfully,

1O0C0 i ‘

— 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

ltem 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 APN Total OSH Lease Area Site Area Type Color
Bldg & Well Area 093-220-010 206,931 sq,ft.+ 5,393 sq.ft.+ Perm. Area Blue
Temp Work Area -1 093-220-010 206,931 5q,ft.x 20,005 5q.ft.x Temp. Access Area Gray
Sub-Surfacé Telephone '~ 093-220-010 206,931 sg,ft.+ 862 sq.ft.x Perm, Underground Area| Green
Sub-Surface Water/SS/SD| 093-220-010 206,931 sq, ft.t 481 sq.ft.+ Perm. Underground Area| Red
Sub-Surface Water Out 093-220-010 206,931 sq,ft.t 6,887 sq.ft.+ Perm. Underground Area| Cyan
Temp Staging 093-220-010 206,931sq,ft.+ 4,373 sq.ft.x  |Temp.Const. Area Magenta

|
1
1
] Temporary Staging
! Area \
Temporary
Work Ared

(shared use ared)

Water Out

PG&E Right—of—Way

Telephone

Build & Well Area

Water/
Sanitary Sewer/
Storm Drain

oV HAUx4

City and County of %Son Francisco
Public Utilities Commission

- Real Estate SZervices

Easement Diagram

Millbrae Corporation Yard

Conjunctive Use Project Site 13

City of Millbrae, San Mateo Co.

02/23/2015




“July 20, 2016

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

Iltem 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 Commnssnon)
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CONTRACT NO. WD-2794

CITY AND COUNTY OF SAN FRANGISCO
PUBLIC UTILITIES COMMISSION
INFRASTRUCTURE DIVISION
ENGINEERING MANAGEMENT BUREAY

SUNOL LONG TERM JMPROVEMENTS
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-SITE_PLAN ;
—Semeoor ! PROPOSED BOUNDARY ADJUSTMENT
E TGN / Aspasvan Y |fs"wn
t SCTEN HANADEE ‘stsita ] "J‘/lﬁ/lf
FOR THE SOLE USE OF THE DOCUMENT RECIPENT | [EREVATION — —
-~ DO NOT CITE, COPY, OR CIRCULATE WiTHout || DATUM [ T phsguty | supen wan pont o vispn peeey




, File No. 160711
FORM SFEC-126:
NOTIFICATION OF CONTRACT APPROVAL
(S.E. Campaign and Governmental Conduct Code § 1 126)

City Elective Officer Information (Please print clearly.)

Name of City elective officer(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
Jinancial officer and chief operating officer; (3) any person who has an ownership of 20 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 any political committee.

Contractor address:

| 6450 Via del Oro, San Jose, CA 95119

Date that contract was approved; .| 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):
Othe City elective officer(s) identified on this form

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

O 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 (Please 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 P1., San Francisco, CA 94102 | Board.of.Supervisors@sfgov.org

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

Signature of Board Secretary or Clerk (if submitted by Board Sféritzgry or Clerk) Date Signed
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