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FILE NO. 151215 ° . RESOLUTION NO.

[Real Property Lease - 450 Toland Street - Four Fifty Toland, LLC - $735,600 per Year -
Purchase and Sale Agreements - 5565 Selby Street, and 1975 Galvez Avenue - Selby and
Hudson Corporation, W.Y.L. Five Star Service Industries - $6,300,000 and $5,000,000]

Resolution authorizing the execution and acceptance of a Lease by and
between the City and County of San Francisco and Four Fifty Toland, LLC, a
California Limited Liability Company, for the real property located at 450 Toland
Street with an initial lease amount of $735,600 per year; the execution and
acceptance of a Purchase and Sale Agreement by and between City and Selby
and Hudson Corporation, a California corporation, for the real property located
at 555 Selby Street for $6,300,000; the execution and acceptance of a Purchase
and Sale Agreement by and between the City and W.Y.L. Five Star Service

‘Industries, Inc., a California corporation, for the real property located at 1975

Galvez Avenue for $5,000,000; and finding the proposed transactions are in
conformance with the City’s General Plan, and the eight priority policies of

Planning Code, Section 101.1,

WHEREAS, The‘SFPUC now seeks to secure land necessary to support its
current and future obligation to provide essential utility services, and there is a very
limited supply of such available land in the vicinity of its existing facilities; and

WHEREAS, The Real Estate Division has identified, through both .leasing and
purchase, of three separate properties, consisting of the purchases of 555 Selby
Street and 1975 Galvez Avenue (“Acquisition Sites”) and a long-term lease of 450
Toland Street (“Leased Site”); and |

WHEREAS, On October 28, 2015, The Planning Department's CEQA

Coordinator Timothy Johnston issued a notice that this project is categorically exempt

Public Utilities Commission
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under California Environmental Quality Act (CEQA) Guidelines Section 15332 (Infill
Development, Class 32); and

WHEREAS, The Planning Department, through General Plan Referral letter
dated November 5, 2015, (“Planning Letter”), which is on file with the Clerk of the
Board of Supervisors under File No. 151215, has verified that the City’s acquisition of
1975 Galvez Avenue and 555 Selby Street, and lease of 450 Toland Street are all
consistent with the General Plan, and the eight priority policies under Planning Code,
Section 101.1; and

WHEREAS, The Director of Property, in consultation with the SFPUC,
negotiated a proposed Purchase and Sale Agreement for 555 Selby Street
(Assessor’s Block No. 5250, Lot No. 015), which is on fi‘le with the Clerk of the Board
of Supervisors under File No. 151215 (“Selby Agreement”), with a purchase price of

$6,300,000; and

WHEREAS, The Director of Property, in consultation with the SFPUC,
negotiated a proposed Purchase and Sale Agreement for 1975 Galvez Avenue
(Assessor's Block No. 5250, Lot No. 016), which is on file with the Clerk of the Board
of Supervisors under File No. 151215 (“Galvez Agre‘ement”), with a purchase price of
$5,000,000; and

WHEREAS, The Director of Property, pursuant to review of an independent

' third party appraisal of 555 Selby Street, considering adjustments for time of sale,

determined that the proposed purchase prices in the Selby Agreement and Galvez
Agreément are reasonable and represent fair market value for the respective
properties to be acquired; and

WHEREAS, The Director of Property, in consultation with the SFPUC,

negotiated a proposed ten-year Lease Agreement for 450 Toland Street (Assessor’s

Public Utilities Commission
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Block No. 5230, Lot No. 018), which is on file with the Clerk of the Board of
Supervisors under File No. 151215 (“Toland Agreement”), with an initial year base
lease rate of $735,600 per year, increasing 3% per year with two (2) additional five-
year renewal option terms; and

WHEREAS, The Director of Property, pursuant to review of available leasing
data in the Bayview submarket, determined that the proposed lease rate and terms in
the Toland Agreement are reasonable and represent fair market rental value for the
property to be leased; now, therefore, be it

RESOLVED, That the Board of Supervisors hereby finds that the acquisition of
555 Selby Street and 1975 Galvez Avenue, and lease of 450 Toland Street is
consistent with the City’s Genéral Plan and Eight Priority Policies of Planning Code
Section 101.1 and hereby incorporates such findings by reference as though fully set
forth in this Resolution; and, be it

FURTHER RESOLVED, That in accordance with the recommendation of the
Directors of Property, and the SFPUC General Manager, the jurisdiction of the
Acquisition Sites be assigned upon close of escrow to the SFPUC; and, be it

FURTHER RESOLVED, That the execution, delivery and performance of the
Lease is hereby approved and the Director of Property (or his designee) are hereby
authorized to execute the Lease, in substantially the form of Lease referenced herein,
on behalf of the City and any such other documents that are necessary or advisable
to complete the transaction cohtemplated by the Lease and effectuate the purpose
and intent of this Resolution; and, be it .

FURTHER RESOLVED, That the execution, delivery and performance of the
Selby Aéreement and Galvez Agreement is hereby approved and the Director of

Property (or his desighee) are hereby authorized to execute the appropriate

Public Utilities Commission :
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Purchase and Sale Agreements, in substantially the form of Agreement referenced
hérein, on behalf of the City and any such other documents that are necessary or
advisable to complete the transaction contemplated by the Agreement and effectuate
the purpose and intent of this Resolution; and, be it

FURTHER RESOLVED, That the Board of Supervisors authorizes the Director
of Property (or his designee), in consultation with the City Attorney, to enter into any
additions, amendments or other modifications to the Lease and Purchase
Agreements and any other documents or instruments necessary in connection
therewith, that the Director of Property determines are in the best interests of the City,
do not materially decrease the benefits to the City with respect to the Property, do not
materially increase the obligations or liabilities of the City, and are necessary or
advisable to complete the transaction contemplated in the Lease and Purchase
Agreeménts and that effectuate the purpose and intent of this Resolution, such
determination to be conclusively evidenced by the execution and delivery by the
Director of Property (or his designee) of any such additions, amendments, or other
modifications; and, be it

FURTHER RESOLVED, That the Board of Supervisors authorizes and directs
the Clerk of the Board of Supervisors, the Director of Property, and the SFPUC
General Manager, and any other officer of the City involved in the jurisdictional
transfer to take all action necessary or appropriate to effectuate the purpose of this
Resolution; énd,‘ be it |

FURTHER RESOLVED, That all actions authorized and directed by this
Resolution and heretofore taken are hereby ratified, approved and confirmed by this

Board of Supervisors; and, be it

Public Utilities Commission
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FURTHER RESOLVED, That the Director of Property shall provide the Clerk

of the Board of Supervisors a fully executed copy of the Lease and two Purchase and

Sale Agreements within thirty (30) days of signature of same.

$11,698,150 Available

Project Number C
J[é%

Controller / £~ '/
Availability of funds for future fiscal years
subject to the enactment of the annual
appropriation ordinance.

o

RECOMMENDED:

)

Director of Propery * ('

WL DUL

General Manager / =/ |
San Francisco Public lities.Commission

Public Utilities Commission
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BUDGET AND FINANCE COMMITTEE MEETING ‘ DECEMBER 9, 2015

' Item ~ Department:
File 15-1215 Public Utilities Commission (PUC)

Legislative Objectives

The proposed resolution would authorize (1) a new lease between the City (as tenant) and Four
Fifty Toland, LLC (as landlord) for 450 Toland Street for a term of 10 years, with two five-year
options to extend, for an initial lease amount of $735,600 per year with 3 percent annual
increases; (2) a purchase and sale agreement between the City (as buyer) and Selby and Hudson
Corporation (as seller) for 555 Selby Street for a purchase price of $6,300,000; and (3) a
purchase and sale agreement between the City (as buyer) and W.Y.L. Five Star Service
Industries, Inc. (as seller) for 1975 Galvez Avenue for a purchase price of $5,000,000.

Key Points

e The General Services Agency’s (GSA) Central Shops is currently located at 1800 Jerrold
Avenue. The Public Utilities Commission (PUC) plans to occupy 1800 Jerrold Avenue, which
is adjacent to the Southeast Water Pollution Control Plant (Plant), as part of the PUC Sewer
System Improvement Program (SSIP). The City is proposing to lease a property at 450
Toland Street and purchase properties at 555 Selby Street and 1975 Galvez Avenue for the
relocation of Central Shops.

Fiscal Impact
s Wastewater Enterprise funds will be used to pay for the 10-year lease at 450 Toland Avenue

($6,900,000) and purchase of 555 Selby Street ($6,300,000) and 1975 Galvez Avenue
($5,000,000), totaling $18,200,000. Funds in the amount of $18,200,000 are in the
Wastewater Enterprise’s Sewer System Improvement Program budget, previously

appropriated by the Board of Supervisors.
Policy Consideration

e PUC will pay GSA the functional replacement costs to relocate Central Shops, which involves
a settlement payment of $73,700,000 from PUC to GSA to pay for the total cost of
relocating the Central Shops to the three new locations, including the costs of constructing
improvements. ' ‘

e According to the City’s Real Estate Division, the City needs to purchase the two properties at
this time to relocate the Central Shops due to the acquisition of 1800 Jerrold Avenue by the
PUC for the SSIP. The PUC needs to occupy 1800 Jerrold Avenue by June 30, 2017, and the
estimated timeframe to relocate the Central Shops is approximately 18 months.

e However, because the Real Estate Division did not obtain new appraisals of the fair market
. value of 555 Selby Street and 1975 Galvez Avenue, and because the purchase price of
$103.44 per square foot for 1975 Galvez Avenue is higher than the price of comparable
properties, ranging from $57 per square foot to $96 per square foot, the Budget and
Legislative Analyst considers approval of the proposed resolution to be a policy matter.

Recommendation.
s Approval of the proposed resolution is a policy matter for the Board of Supervisors.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING DECEMBER 9, 2015

MANDATE STATEMENT

Administrative Code Section 23.4 provides that acquisitions of real property are subject to
Board of Supervisors approval.

City Administrative Code 23.27 states that, where the City is the tenant, any lease with a term
of one year or longer or with rent of $5,000 or more per month is subject to Board of
Supervisors approval.

BACKGROUND

The General Services Agency’s (GSA) Central Fleet Maintenance Shop (Central Shops) is
currently located on a 5.3-acre site at 1800 Jerrold Avenue under the jurisdiction of the City's
General Services Agency (GSA). The Board of Supervisors approved purchase of the property
and surrounding land (a total of 40 acres) for sewage facilities in 1946. The San Francisco Public
Utilities Commission (PUC) completed the Southeast Water Pollution Control Plant facilities in
the early 1950s, and did not include the 1800 Jerrold Avenue site, which was instead used for
Central Shops.

The Public Utilities Commission (PUC) plans to occupy 1800 lerrold Avenue, which is adjacent to
the Southeast Water Pollution Control Plant {Plant), to serve as a staging area for rehabilitation
of the Plant. It is also being considered as a potential location for the biosolid digesters® as part
of the PUC Sewer System Improvement Program (SSIP).

Under the relocation proposal, the General Services Agency (GSA) and the PUC would agree to
a jurisdictional transfer of the 1800 Jerrold Avenue site from GSA to the PUC. The GSA plans to
relocate Central Shops from 1800 Jerrold Avenue to two sites near its current location. The City
would purchase two sites - 1975 Galvez Avenue and 555 Selby Street - for Central Shops heavy
duty fleet repair operations. These two adjacent sites would be merged into one site. The City
would also enter into a 10-year lease with two five-year options, for 450 Toland Street for the
Central Shops light duty fleet repair operations.

A map showing the current and proposed locations for Central Shops are shown in Figure 1
below.

* Biosolid digesters break down solid waste as part of the sewage treatment process. PUC is currently undergoing
environmental review for the Biosolids Digester Facilities Project,

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Figure 1: Current and Probosed Locations for Central Shops

2

Source: City Staff

Environmental review of the relocation of Central Shops from 1800 Jerrold Avenue to 555 Selby
Street, 1975 Galvez Avenue, and 450 Toland Street has been completed.

DETAILS OF PROPOSED LEGISLATION '

The proposed resolution would authorize the following three real estate transactions:

1. A new lease between the City (as tenant) and Four Fifty Toland, LLC (as landlord) for 450
Toland Street for a term of 10 years, with two five-year options to extend, for an initial
lease amount of $735,600 per year (or $61,300 per month) with 3 percent annual
increases;

2. A purchase and sale agreement between the City {as buyer) and Selby and Hudson
Corporation (as seller) for 555 Selby Street for a purchase price of $6,300,000; and

3. A purchase and sale agreement between the City (as buyer) and W.Y.L. Five Star Service
Industries, Inc. (as seller) for 1975 Galvez Avenue for a purchase price of $5,000,000.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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The proposed resolution would also find that the propbsed use of the three properties is
consistent with the City’s General Plan and the eight priority policies of San Francisco Planning
Code, Section 101.1. ’

The provisions of the proposed lease are summarized in Table 1 below.

Table 1: Summary of Lease Terms for 450 Toland Street

Initial Term

Approximately 10 years from December 15, 2015 through
December 14, 2025

Premises

46,221 rentable square feet of building space and land

Permitted Uses

Central shops, vehicle repair and maintenance, equipment storage,
public programs, office, and any other use commensurate with
existing zoning

Annual Base Rent

$735,600 ($15.91 per square foot for the 46,221-square-foot
premises)

Rent Adjustments

3% annual increase

Option to Extend

Two five-year options to extend through December 14, 2035

Annual Rent During

$988,585 in December 2025 (with 3% annual increase)

Extensions $1,146,041 in December 2030 (with 3% annual increase)
Property 4% of then-current base rent paid to Landlord by City
Management Fee

Utilities and . .

Maintenance Paid by City

Janitorial and Paid by City

Security Services
Property Taxes and

Paid to Landlord by City

insurance
Tenant City intends to reconfigure the building, modify the parking area,
Improvements modify building utility systems, and install HVAC systems

The terms of the proposed purchase and sale agreements are summarized 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.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Table 2: Summary of Purchase and Sale Agreements

555 Selby Street
72,788 square feet of land; a single-story office building with 13,500
Premises square feet of net rentable area; other buildings, structures, and
improvements on the site
Purchase Price $6,300,000 ($86.55 per square foot of land)

Security Deposit $189,000
City’s Closing Costs | Title insurance, escrow and recording fees

1975 Galvez Avenue
48,338 square feet of land; a single-story building with 7,050 square

Premises feet of net rentable area; other buildings, structures, and
improvements on the site

Purchase Price $5,000,000 ($103.44 per square foot of land)

Security Deposit None
Title insurance, escrow and recording fees, property survey, sales

City’s Closing Cost
ity's Closing Costs taxes

Currently, Central Shops occupies 80,577 square feet of improvements on a land area of
263,102 square feet at 1800 Jerrold Avenue.

Central Shops will occupy 98,000 square feet of improvements, combined at 450 Toland Street,
555 Selby Street, and 1975 Galvez Avenue, on a combined land area of 167,347 square feet, a
reduction of 95,755 square feet of land (or a 36 percent reduction), and an increase of 17,423
square feet of improvements {or an approximately 22 percent increase).

FISCAL IMPACT

Fair Market Value for 450 Toland Street Lease

According to Mr. Updike, the most recent available leasing data for industrial properties in San
Francisco was published by CBRE in January 2015. The CBRE report estimated the average
industrial lease rate in San Francisco at $25.20 per square foot péryear. As shown in Table 1
above, the negotiated lease rate for 450 Toland Street is $15.91 per square foot or $9.29 per
square foot lower than the average industrial lease rate of $25.20.

Fair Market Value for 555 Selby Street and 1975 Galvez Avenue Acquisitions

The Real Estate Division did not conduct new appraisals of 555 Selby Street and 1975 Galvez
Avenue prior to negotiating the purchase price with the respective property owners. According
to Mr. Updike, the Real Estate Division did not conduct new appraisals because the purchase
price for each property was comparable to the sales prices of other industrial properties, which
ranged from $57 per square foot to $96 per square foot. As noted above the purchase price for
555 Selby Street is $86.55 per square foot and the purchase price for 1975 Galvez is $103.44
per square foot.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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According to Mr. Updike, the price per square foot of 1975 Galvez Avenue of $103.44 is
reasonable because (1) typically, smaller properties sell for more on a per square foot basis,
and (2) the Galvez property has fewer improvements to demolish and a cleaner environmental
condition than similar properties in the area, making it more attractive to a buyer looking to
redevelop Production Distribution & Repair (PDR) type space, consistent with the zoning for the
property.

PUC Payment of Costs

Wastewater Enterprise funds will be used to pay for the 10-year lease at 450 Toland Avenue
($6,900,000)° and purchase of 555 Selby Street ($6,300,000) and 1975 Galvez Avenue
($5,000,000), totaling $18,200,000. Funds in the amount of $18,200,000 are in the Wastewater
Enterprise’s Sewer System Improvement Program budget, previously appropriated by the
Board of Supervisors.

POLICY CONSIDERATION

The Central Shops Relocation Project consists of the following actions:

e Purchase of 555 Selby Street and 1975 Galvez Avenue and 10-year lease with two five-
years options to extend at 450 Toland Street (subject of the proposed resolution);

e Jurisdictional transfer of 1800 Jerrold Avenue from GSA to PUC (legislation pending
before the Board of Supervisors)

s Approval of the project delivery agreement to manage design and construction of the
Central Shops facilities {legislation pending before the Board of Supervisors)

e Approval of the memorandum of understanding (MOU) between GSA and PUC, in which
PUC commits Wastewater Enterprise funds of $73,700,000 to the Central Shops
Relocation Project to pay for the purchase of 555 Selby Street and 1975 Galvez Avenue,
10-year lease payments for 450 Toland Street, and design and construction costs of the
Central Shops facilities {legislation pending before the Board of Supervisors).

Cost of Functional Replacement

According to Mr. Updike, PUC will pay GSA the “functional replacement costs” to relocate the
Central Shops from 1800 Jerrold Avenue to the three new locations. Functional replacement
involves an administrative settlement payment to mitigate GSA’s costs of relocation. The
payment from PUC to GSA pays for the total cost of relocating the Central Shops to the three
new locations, including the costs of constructing improvements. '

4

The acquisition, capitalized 10-year lease expenses, and construction costs to functionally
replace the existing Central Shops facilities at the Selby/Galvez and Toland sites are estimated
to total approximately $73,700,000. Under the proposed MOU (for which legislation is pending
before the Board of Supervisors), the PUC will pay GSA $73,700,000 to complete the
jurisdictional transfer and relocate the Central Shops.

* According to Mr. Updike, the $6,900,000 for the 10-year Toland Avenue lease is based on monthly rent of
$60,000, less five months’ rent abatement for tenant improvements.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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PUC Need for 1800 Jerrold Avenue

According to Mr. Updike, the City needs to purchase 555 Selby Street and 1975 Galvez Avenue
at this time to relocate the Central Shops operations due to the acquisition of 1800 Jerrold
Avenue by the PUC for the Sewer System Improvement Program (SSIP). The PUC needs to
occupy 1800 Jerrold Avenue by June 30, 2017 in order to meet the SSIP project timeline. The
estimated timeframe to relocate the Central Shops, including closing the purchase of 555 Selby
Street and 1975 Galvez Avenue, and designing and constructing the new Central Shop facilities
will take approximately 18 months, from approximately January 2016 to June 2017.

However, because the Real Estate Division did not obtain new appraisals of the fair market
value of 555 Selby Street and 1975 Galvez Avenue, and because the purchase price of $103.44
per square foot for 1975 Galvez Avenue is higher than the price of comparable properties,
ranging from $57 per square foot to $96 per square foot, the Budget and Legislative Analyst
considers approval of the proposed resolution to be a policy matter for the Board of
Supervisors.

RECOMMENDATION .

Approval of the proposed resolution is a policy matter for the Board of Supervisors because the
Real Estate Division did not obtain new appraisals of the fair market value of 555 Selby Street
and 1975 Galvez Avenue, and because the purchase price of $103.44 per square foot for 1975
Galvez Avenue is higher than the price of comparable properties, ranging from $57 per square
foot to $96 per square foot.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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525 Golden Gate Avenue, 13th Floor

S a ﬂ Fra ﬂ C l SCO San Francisco, CA 94102

, ; T 415.554.3155
Water ! Sewer _ F 415.554.3161
Services of the San Francisco Public Utilities Commission TTY 415.554.3488
TO: Angela Calvillo, Clerk of the Board
FROM: Patrick Caceres, Policy and Government Affairs Manager
DATE: November 23, 2015

SUBJECT: Lease of 450 Toland Street — Four Fifty Toland LLC -
$735,600 per year initially; Purchase of 555 Selby Street -
Selby and Hudson Corporation - $6,300,000; Purchase of
1975 Galvez Avenue — W.Y.L. Five Star Service Industries -
$5,000,000

Attached please find an original and two copies of a proposed resolution
authorizing the Public Utilities Commission (PUC) to enter into a Lease of 450
Toland Street — Four Fifty Toland LLC - $735,600 per year initially; Purchase of
555 Selby Street — Selby and Hudson Corporation - $6,300,000; Purchase of
1975 Galvez Avenue — W.Y.L. Five Star Service Industries - $5,000,000..

The following is a list of accompanying documents (2 sets):

1. Board of Supervisors Resolution

2. San Francisco Planning Department General Plan Referral,
Case No. 2015-013598GPR

SFPUC is submitting the attached document for introduction at the Board of
Supervisors for December 1, 2015. The SFPUC is also working on companion
legislation that would be introduced by December 1, 2015 and provided to the
Board members at that time.

Please contact Patrick Caceres at 554-0706 if you need any additional
information on these items.

Edwin M. Lee
Mayar

Aun Moller Caen
President

Francesca Vietor
Vice President

Vince Courtney
Commissioner

Anson Moran
Commissioner

Tke Kwon
Comimissioner

Harlan L. Kelly, Jr.
General Manager
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SUBJECT: Lease of 450 Toland Street — Four Fifty Toland LLC -
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Attached please find an original and two copies of a proposed resolution
authorizing the Public Utilities Commission (PUC) to enter into a Lease of 450
Toland Street — Four Fifty Toland LLC - $735,600 per year initially; Purchase of
555 Selby Street — Selby and Hudson Corporation - $6,300,000; Purchase of
1975 Galvez Avenue — W.Y.L. Five Star Service Industries - $5,000,000.

SFPUC is submitting the attached document for introduction at the Board of
Supervisors for December 1, 2015. The SFPUC is also working on companion

legislation that would be introduced by December 1, 2015 and provided to the
Board members at that time.

Please contact Patrick Caceres at 554-0706 if you need any additional
information on these items.

Edwin M. Lee
Mavyor
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President
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Vice President
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Commissioner

Anson Moran
Commissioner
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Commissionar

Harfan L. Kelly, Jr.
General Manager




AGREEMENT OF PURCHASE AND SALE FOR REAL ESTATE

by and between

Selby and Hudson Corporation, a California Corporation,
as Seller

and -

CITY AND COUNTY OF SAN FRANCISCO,
as Buyer .

For the purchase and sale of

555 Selby Street, Block 5250, Lot 15
San Francisco, California

40347-00001\iManage\5937625.2 1975 Galvez PSA v2.doc
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AGREEMENT OF PURCHASE AND SALE FOR REAL ESTATE
(555 Selby Street, Assessor’s Block 5250, Lot 15, San Francisco)

THIS AGREEMENT OF PURCHASE AND SALE FOR REAL ESTATE (this
"Agreement") dated for reference purposes only as of date-TBD, 2015(*Signing Date™) is by and
between Selby and Hudson Corporation., a California Corporatlon("Seller") and the CITY AND
COUNTY OF SAN FRANCISCO, a mum01pa1 corporation ("Buyer" or "City").

IN CONSIDERATION of the payment of the non-refundable sum of One Hundred
Eighty-Nine Thousand Dollars ($189,000.00) by City, pursuant to the conditions contained in
Section 2.1 herein, and the respective agreements also contained herein below, Seller and City
agree as follows:

1. PURCHASE AND SALE

1.1  Property Included in Sale. Seller agrees to sell and convey to City, and City
agrees to purchase from Seller, subject to the terms, covenants and conditions hereinafter set
forth, the following:

(a) the real property consisting of approximately 72,788 square feet of land, located in
the City and County of San Francisco, commonly known as 555 Selby Street, Assessor’s Block
5250, Lot 15 and more particularly described in Exhibit A attached hereto (the "Land");

(b)  all improvements and fixtures located on the Land, including, without
limitation, (i) that certain single-story office building including mezzanine level containing
approximately 13,500 square feet of net rentable area and known as 555 Selby Street (the
“Building”),, as well as all other buildings and structures located on the Land, (ii) all of Seller’s
right, title and interest in all fixtures and apparatus directly used in connection with the operation
or occupancy of the Land and its improvements such as heating and air conditioning systems and
facilities used to provide any utility, refrigeration, ventilation, garbage disposal or other services,
and (iii)all on-site parking (collectively, the "Improvements");

(¢)  tothe extent assignable, all of Seller’s right, title and interest, if any, in
and to all rights, privileges, and easements incidental or appurtenant to the Land or
Improvements, including, without limitation, any and all minerals, oil, gas and other
hydrocarbon substances on and under the Land, as well as any and all development rights, air
rights, water, water rights, riparian rights and water stock relating to the Land, and any and all
easements, rights-of-~way or other appurtenances used in connection with the beneficial use and
enjoyment of the Land or Improvements, and all roads and alleys adjoining or servicing the Land
or Improvements (collectively, the “Appurtenances™);

(d)  all of Seller’s right, title and interest, if any, in and to all tangibles located
on or in or used in connection with the Land or Improvements as of the Signing Date including,
without limitation, equipment, appliances, and those items described in Exhibit B attached
hereto; provided, however that the foregoing shall be subject to depletions, replacements and
additions which occur in the ordinary course of Seller’s business operation of the Property prior
to the Closing Date (as defined in Section 6.2 [Closing Date]) and shall expressly exclude any of
the same owned by tenants of the Improvements (such tangible personal property shall be
referred to herein collectively as, the “Personal Property™);
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(e) any and all of Seller’s right, title and interest in and to the lease of
Building (the “Building Lease”) affecting the Property that are in effect as of the Closing Date,
to the extent expressly approved by City pursuant to Section 5.1(f) of this Agreement or
otherwise entered into after the Signing Date pursuant to Section 10.3 of this Agreement (the
“Lease”), any guaranties thereof, and any security deposits and prepaid rent paid or deposited by
tenants under the Lease;

® to the extent assignable all of Seller’s right, title and interest, if any, in and
to those agreements affecting the Land and the Improvements, other than the Lease, to the extent
expressly approved by City and that City elects to assume pursuant to Section 4.1(f) below, or
that are the source of obligations that City elects to assume pursuant to Section 10.2 below
(collectively, the “Miscellaneous Agreements™);

(g)  all of Seller’s right, title and interest, if any, in and to any other assignable
intangible personal property used exclusively in the ownership, use or operation of the Land,
Improvements or Personal Property, including, without limitation, the right to use any trade
name now used exclusively in connection with the Land or Improvements, all licenses, permits
and certificates of occupancy issued by governmental authorities relating to the use maintenance,
occupancy and/or operation of the Property, and all warranties and guaranties made by or
received from any third party with respect to any building, building component, structure,
system, fixture, machinery, equipment, or material situated on, contained in any building or other
improvement situated on, or comprising a part of any building or other improvement situated on,
any part of the Property (collectively, the “Intangible Property™); and

(h)  copies of all books and records relating to tenants, keys, and other
materials of any kind owned by Seller and in the possession or control of Seller, its property
manager or asset manager, which are used in the continuing operation of the Improvements,
other than the Proprietary Material (as defined in Section 5.1(d) below) (collectively, the “Books
and Records™).

All of thé items referred to in Subsections (a), (b), (c), (d), (e), (f), (g) and (h) above are
collectively referred to as the “Property.”

2. PURCHASE PRICE

2.1  Security Deposit. A deposit in the sum of $189,000.00 shall be deposited with
the Title Company within three (3) business days after the opening of escrow.

2.2 Purchase Price. .The total purchase price for the Propérty is Six Million Three
Hundred Thousand and No/100 Dollars ($6,300,000.00) (the "Purchase Price").

2.3  Payment. On the Closing Date (as defined in Section 6.2 [Closing Date]), City
shall pay the Purchase Price, in cash, adjusted pursuant to the provisions of Article 7 [Expenses
and Taxes], and reduced by any credits due City hereunder, including the Security Deposit
pursuant to Section 2.1 herein, which shall be paid to Seller and credited against the Purchase
Price.

Seller acknowledges and agrees that if Seller fails at Closing to deliver to City the
documents required under items (vi) and (vii) of Sections 6.3(a) [Seller’s Delivery of
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Documents], City may be required to withhold a portion of the Purchase Price pursuant to
Section 1445 of the United States Internal Revenue Code of 1986, as amended (the “Federal Tax
Code™), or Sections 18662 and 26131 of the California Revenue and Taxation Code (the “State
Tax Code”). Any amount properly so withheld by City shall be deemed to have been paid by
City as part of the Purchase Price, and Seller’s obligation to consummate the transaction
contemplated herein shall not be excused or otherwise affected thereby.

2.4 Funds. All payments made by any party hereto shall be in legal tender of the United
States of America, by wire transfer of immediately available funds to Old Republic Title
Company (the “Title Company™), as escrow agent, arranged through the Title Company’s
offices located at 275 Battery Street, Suite 1500, San Francisco, CA 94111, Attention:
Jennifer Raike.

2.5 Personal Property. City and Seller hereby agree that the estimated value of the
Personal Property to be conveyed to City as part of the Property does not exceed Five
Thousand and No/100 Dollars ($5,000.00).

2.6 Intentionally Deleted.
3. TITLE TO THE PROPERTY

3.1 Conveyance of Title to the Property. At the Closing Seller shall convey to City
marketable fee simple title to the Land, the Improvements and the Appurtenances, by duly
executed and acknowledged grant deed in the form attached hereto as Exhibit C (the “Deed”),
Such Deed shall be subject only to the following (the “Accepted Conditions of Title”) (a) general
real estate taxes not yet due or payable as of the date of the Closing; (b) rights of tenants under
the Lease; (c) all title matters relating to the Property that are (i) discoverable during the Due
Diligence Period (as defined below in Section 4.1(a)) by means of an accurate survey or
inspection of the Property, or (ii) disclosed to City in writing before the Closing, except for
Disapproved Matters (as defined below in Section 5.1(a)(ii)) and Prohibited Title Exceptions (as
defined below in Section 5.1(a)(i1)); (iii) all Disapproved Matters that Seller has not agreed, in
one or more Seller’s Removal Notices (as defined below in Section 5.1(a)(ii)), to cure, except to
the extent, if any, that Seller agrees in one or more Seller’s Removal Notices to cure the same;
and (iv) all other exceptions, if any, that may be created by City or agreed to by City in writing,
including, without limitation, any liens arising from labor, material or services provided at the
request of City in connection with its inspection of the Property pursuant to this Agreement.
Seller’s obligation to cure any Disapproved Matters shall be limited as set forth in Section
5.1(a)(ii), below.

3.2 Title Insurance. It shall be a condition precedent to City’s obligation to
close the purchase of the Property that Title Company shall be irrevocably committed to issue to
City (i) an ALTA extended coverage owner's policy of title insurance (Form B - 1970 amended
4-6-90), or at City’s sole option, a CLTA policy of title insurance (the “Owner Policy” or “Title
Policy™) in the amount of (the "Owner Title Policy Amount") the Purchase Price (provided that
the Title Company shall provide to Seller during the Due Diligence Period confirmation of its
willingness to issue title insurance in the Owner Title Policy Amount), insuring fee simple and
marketable title to the Land, the Appurtenances (to the extent the Title Company may agree in
writing, during the Applicable Period (as defined below), to insure such Appurtenances), and the
Improvements in City free of the rights of tenants or other occupants (except for the tenants
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under the Lease, provided such exception is limited to the interest of such tenants as tenants only
without any rights or options to purchase any of the Property), and all other exceptions, liens and
encumbrances except solely for the Accepted Conditions of Title pursuant to Sections 3.1 and
5.1(a) of this Agreement, or (ii) an ALTA extended coverage policy, or at City’s sole option, a
CLTA policy. The Title Policy shall provide full coverage against mechanics’ and
materialmen’s liens arising out of the construction, repair or alteration of any of the Property
(except for any liens arising from labor, material or services provided at the request of City in
connection with its inspection of the Property pursuant to this Agreement, shall not contain any
exclusion from coverage for creditor's rights or bankruptcy, and shall contain an affirmative
endorsement (Form CLTA 100 or equivalent ALTA endorsement) that there are no violations of
restrictive covenants, if any, affecting the Property, and such special endorsements as City may
reasonably request and as the Title Company may agree in writing, during the Applicable Period
(as defined below), to issue at the Closing. As used in this Section 3.2, “Applicable Period”
means (i) prior to the Closing, with respect to any Newly Disclosed Title Matter (as defined in
Section 5.1(a)(ii) below) , or (ii) during the Due Diligence Period, with respect to any other
matter. Ifrequested by City, the Title Policy and/or the Leasehold Policy shall also provide for
reinsurance with direct access with such companies and in such amounts as City may reasonably
request, and the Title Company may agree in writing, during the Due Diligence Period, to
provide at the Closing.

3.3 Bill of Sale. At the Closing Seller shall transfer title to the Personal Property by bill
of sale in the form attached hereto as Exhibit D (the “Bill of Sale”), such title to be free of any
liens, encumbrances or interests created by Seller, except for the Accepted Conditions of Title.

3.4 Assignment of Intangibles. At the Closing Seller shall transfer title to the
Intangible Property by, an assignment of Intangible Property in the form attached hereto as
Exhibit E (the “Assignment of Intangible Property™). ’

3.5 Assignment of Lease.

At the Closing Seller shall transfer its title to the Lease by an assignment of leases in the form
attached hereto as Exhibit F (the “Assignment of Lease™), such title to be free of any liens,
encumbrances or interests created by Seller, except for the Accepted Conditions of Title.

4. BUYER’S DUE DILIGENCE INVESTIGATIONS
4.1  Due Diligence

(a) As used herein, “Due Diligence Period” shall mean the period commencing on the
Signing Date and expiring as of the earlier of (i) the date occurring thirty (30) days after the
Signing Date, or (ii) the Closing Date, “Due Diligence Expiration Date”.

(b) Within fifteen (15) days after the Signing Date, Seller covenants to deliver to City
all of the Documents (as defined in Section 5.1(d), below), the Financial Statements (as defined
in Section 5.1(¢), below), and the Lease Documents (as defined in Section 5.1(f), below)
pertaining to the condition and operation of the Property, to the extent such documents exist and
are in the possession or control of Seller, its property manager or its asset manager. Seller
further agrees to promptly deliver to City any such Documents thereafter discovered, created or
received by Seller, its property manager or its asset manager (each, a “Newly Discovered
Document™), and the parties agree that if any such Newly Discovered Document is first delivered
to City later than ten (10) days before the expiration of the Due Diligence Period, then the Due
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Diligence Period shall be extended until the date that is ten (10) days after the date of such
delivery. If a Newly Discovered Document is discovered after the Due Diligence Period, but
prior to Closing, then the Due Diligence Period shall be extended, for purposes of the City's
review and consideration of such Newly Discovered Document, for a period of ten (10) days
after the City's receipt of such Newly Discovered Document. City shall provide to Seller copies
of any reports or surveys related to the physical condition of the Property obtained by City
during its due diligence (the “Purchaser Reports™); provided, however, City shall have no
obligation to cause any such tests, reports or studies to be performed on the Property, and City
makes no representation or warranty regarding the truth or accuracy of, and shall have no
liability as a result of having provided, such Purchaser Reports. In the event that this Agreement
is terminated for any reason, City shall promptly return to Seller the originals of all Documents,
Financial Statements and Lease Documents previously delivered to City by or on behalf of
Seller.

(¢)  After the Effective Date and continuing until the expiration of the Due Diligence
Period, Seller shall afford City and its Agents reasonable access to the Property, subject to the
rights of tenants under the Lease, at all reasonable times during Seller’s normal business hours,
upon not less than twenty-four (24) hours prior oral or written notice (or such longer period as
may be required for Seller to comply with the terms of any Lease, in the case of access to any
portion of the Property which is subject to any Lease), for the purposes of investigating the
Property, either independently or through City’s Agents, to satisfy City with respect to the
representations, warranties and covenants of Seller contained herein and the satisfaction of City’s
Conditions Precedent (as defined in Section 5.1, below), , including, without limitation, such
appraisals, inspections, tests, audits, verifications, inventories, investigations and other due
diligence regarding the economic, physical, environmental, title and legal conditions of the
Property as City deems proper in its sole discretion, as well as the suitability of the Property for
City's intended uses; PROVIDED, HOWEVER, THAT NOTWITHSTANDING ANYTHING
TO THE CONTRARY CONTAINED HEREIN, CITY SHALL NOT MAKE ANY INVASIVE
TESTING ON OR ABOUT THE PROPERTY OR UNDERTAKE ANY ACT WHICH WILL
CAUSE DAMAGE TO THE PROPERTY WITHOUT OBTAINING THE PRIOR WRITTEN
CONSENT OF SELLER WHICH CONSENT SHALL NOT BE UNREASONABLY
WITHHELD. City will be responsible at its sole expense for performing or arranging any
investigations of the Property it elects in its sole discretion to undertake. City shall conduct such
entries and any inspections in connection therewith so as to minimize disruption at the Property
or interference with Seller’s business or with its tenants and in accordance with all applicable
laws and otherwise in a manner reasonably acceptable to Seller. Seller shall have the option to
have an agent or employee accompany City at all times during its investigation or inspection of
the Property. Buyer shall have no right to make inquiries of tenants without Seller’s prior
consent, which may be conditioned upon an agent or employee of Seller accompanying City and
its agents or representatives during such inquiries.

(d)  Seller hereby irrevocably authorizes City and its Agents (as defined in Section
12.9, below) to make all inquiries with and applications to any regulatory authority with
jurisdiction over the Property as City may reasonably require to complete its due diligence
investigations on the Property; provided, however, that no such inquiry or application shall be
made prior to the Effective Date and no such application shall impact Seller’s ownership of or
title to the Property or adversely affect the value thereof, in the event the Closing fails to occur.

(e) City, at its sole expense, shall repair any and all damage resulting from any of the
tests, studies, inspections and investigations performed by or on behalf of City that are permitted
under this Section 4.1, and City hereby agrees to indemnify and hold Seller, the partners,
members, trustees, shareholders, directors, officers and agents of Seller, any party owning a
direct or indirect interest in Seller, the affiliates of Seller, and the partners, members, trustees,
shareholders, directors, officers, employees, and agents of each of the foregoing parties
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(collectively, the “Seller-Related Parties”) harmless from any damage or injury to persons or
property, and all third party claims, and costs and expenses related thereto, including without
limitation reasonable attorney’s fees, incurred as a result of investigations of the Property by City
or its Agents. Without limiting the generality of the foregoing, City shall remove any
mechanic’s or other lien which may be recorded against the Property by any party providing
labor, materials or services at the request of City. The foregoing repair obligation and indemnity
shall not include any damage or injury to the extent the same results from the gross negligence or
willful misconduct of Seller or from any pre-existing environmental condition of the Property,
except and only to the extent that such environmental condition is exacerbated by City’s entry
and/or investigation (provided, however, that nothing in this sentence shall affect the rights,
obligations or remedies of the parties under subparagraph (c) above). This Section 4.1(e) shall
survive the termination of this Agreement or the Closing, as applicable. Notwithstanding the
immediately preceding sentence, Seller acknowledges that any claim Seller may have against
City arising under this Section 4.1(¢) may, as a matter of law, be subject to limitations on tlmmg
of presentment pursuant to Section 911.2 and other relevant provisions of the California
Government Code; provided, however, that nothing in this sentence shall be deemed to cause any
such claim to be subj ect to such sections of the California Government Code which would not, as
a matter of law, be subject to such sections in the absence of this sentence.

® City shall notify Seller not later than the expiration of the Due Diligence Period if
it desires to receive an assignment of, and to assume Seller’s rights and obligations under, any
Miscellaneous Agreements pertaining to the Property (other than the Lease and other
Miscellaneous Agreements constituting Accepted Conditions of Title), which notice shall specify
the Miscellaneous Agreements to be assigned and assumed. Except for the Miscellaneous
Agreements set forth in such notice, and except for Miscellaneous Agreements to be assigned to
and assumed by City pursuant to any other provisions hereof (such as Lease and other
Miscellaneous Agreements constituting Accepted Conditions of Title), Seller shall terminate, at
no cost or liability to City all other Miscellaneous Agreements by the Closing Date.
Notwithstanding anything herein to the contrary, Seller shall terminate before the Closing, at no
cost or liability to City, all management Miscellaneous Agreements affecting the Property.

4.2  City’s Right to Terminate.

Notwithstanding anything in this Agreement to the contrary, City may terminate this
Agreement by written notice to Seller at any time before the expiration of the Due Diligence
Period Upon any such termination, the Deposit shall be returned to the City, and neither City nor
Seller shall have any further rights or obligations hereunder, except as otherwise expressly
provided. in this Agreement. This Section 4.2 is subject to, and shall not serve to modify or limit,
any right or remedy of City arising under Section 5.1, City's Conditions to Closing, or any other
provision of this Agreement; provided, however, that any matters which, under the terms of
Section 5.1 below, City is entitled to approve or disapprove during the Due Diligence Period
shall be deemed to have been approved by City during the Due Diligence Period if City elects
not to terminate this Agreement pursuant to this Section 4.2.

43  Energy Consumption

City acknowledges and agrees that Seller delivered the Disclosure Summary Sheet,
Statement of Energy Performance, Data Checklist, and Facility Summary (all as defined in the
California Code of Regulations, Title 20, Division 2, Chapter 4, Article 9, Section 1680) for the

Property, copies of which are attached as Schedule 1 to this Agreement, no less than 24 hours
prior to City’s execution of this Agreement.

5. ENTRY

40347-00001\iManage\5937625.2 6 1975 Galvez PSA vs.doc



During the Due Diligence Period and at all times prior to the Closing Date Seller shall
afford City and its Agents reasonable access to the Property and all books and records located
therein for the purposes of satisfying City with respect to the representations, warranties and
covenants of Seller contained herein and the satisfaction of the Conditions Precedent including,
without limitation, and subject to the provisions of 4.1(c) the drilling of test wells and the taking
of soil borings. City hereby agrees to indemnify and hold Seller harmless from any damage or
injury to persons or property caused by the negligence or willful misconduct of City or its Agents
during any such entries onto the Property prior to the Closing, except to the extent such damage
or injury is caused by the acts or omissions of Seller or any of its Agents. The foregoing
Indemnity shall not include any claims resulting from the discovery or disclosure of pre-existing
environmental conditions or the non-negligent or willful aggravation of pre-existing
environmental conditions on, in, under or about the Property, including the Improvements. In
the event this Agreement is terminated for any reason other than Seller's default hereunder, City
shall restore the Property to substantially the condition it was found subject to applicable laws.
If restoration cannot take place due to applicable laws, Seller shall be compensated for any loss
in value of the Property. This indemnity shall survive the termination of this Agreement or the
Closing, as applicable, provided that Seller must give notice of any claim it may have against
City under such indemnity (i) within three (3) months after the claim is brought by a third party
against Seller or (ii) within three (3) months after damage is discovered or should have been
discovered by Seller’s due diligence if the claim involves damage to Seller's Property caused by
Buyer or its Agents.

5.1 City’s Conditions to Closing

The following are conditions precedent to City's obligation to purchase the Property
(collectively, “City’s Conditions Precedent™):

(a)  City shall have reviewed and apprdved title to the Property, as follows:

® Within five(5) days after the Effective Date, Seller shall deliver to
City a preliminary report on the Real Property, to be issued by Title Company, accompanied by
copies of all documents referred to in the report (collectively, the “Preliminary Report”); and

(i)  Within ten (10) days after the later of City’s receipt of the
Preliminary Report (the “Title Documents™) (the “Title Review Period”), City shall designate to
Seller in writing any exceptions to title that City approves or disapproves (any such disapproved
matters shall be referred to herein as the “Disapproved Matters”). City’s failure to so advise
Seller within such period shall be deemed approval of title. Seller shall have five (5) days after
receipt of City’s notice of Disapproved Matters to notify City in writing (“Seller’s Removal
Notice™) as to what, if any, curative action Seller agrees to undertake in order to cure any
Disapproved Matters at or prior to Closing, provided that Seller shall be obligated to remove all
Prohibited Title Exceptions. As used herein, “Prohibited Title Exceptions” means all liens of
any other deeds of trust or security documents created by Seller and reflected in the Preliminary
Report, and any other liens or encumbrances against the Property that are knowingly and
intentionally created by Seller after the effective date of the Preliminary Report (excluding only
those mechanic’s liens arising from construction activities by or on behalf of tenants of the
* Property). In the event Seller does not provide the Seller’s Removal Notice to City within said
five (5) day period, Seller shall be deemed to have elected not to cure the Disapproved Matters.
If Seller gives such Seller’s Removal Notice to City electing not to cure any of the Disapproved
Matters, or if Seller is deemed to have made such election, then Seller shall not be in default and
City shall have five (5) days to elect to proceed with the purchase subject to the Disapproved
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Matters (except to the extent that Seller may have agreed in such Seller’s Removal Notice to take
action to cure the same and to the extent Seller is obligated to cure Prohibited Title Exceptions)
or to terminate this Agreement without any liability on the part of Seller, except as otherwise
provided in this agreement. If City fails to give Seller notice of its election within such five (5)
days, City shall be deemed to have elected to terminate this Agreement. If Seller gives Seller’s
Removal Notice and agrees therein to take any action to cure any Disapproved Matter and fails
to take such action, or if Seller fails to remove any Prohibited Title Exceptions, in either case
prior to the Closing, and City is unwilling to take title subject thereto, Seller shall be in default,
and City shall have the rights and remedies provided in Section 11.2, below. If any title matter
affecting the Property is first disclosed to City after the expiration of the Title Review Period
(each, a “Newly Discovered Title Matter”), City shall have five (5) days in which to give Seller
written notice approving or disapproving of such Newly Discovered Title Matter. If City fails to
give such notice within such time period, City shall be deemed to have disapproved such Newly
Discovered Title Matter. If such disapproval notice is timely given, or if City is deemed to have
disapproved such Newly Discovered Title Matter, then such matter shall become a Disapproved
Matter and Seller shall have five (5) days in which to deliver to City a Seller’s Removal Notice
relating thereto. The foregoing provisions of this Section 5.1(a)(ii) relating generally to
Disapproved Matters shall apply to each Newly Discovered Title Matter, and if Seller delivers a
Seller’s Removal Notice relating to such Newly Discovered Title Matter and City does not elect
to terminate this Agreement, the Closing shall be extended to allow Seller up to thirty (30) days
from the date of such Seller’s Removal Notice in order to complete any curative action required
thereby.

(b)  City’s review pursuant to Section 4.1 (c) and approval pursuant to Section
4.2, within the Due Diligence Period, of the physical and environmental conditions of the
Property, including, without limitation, structural, mechanical, electrical and other physical
conditions of the Property. Such review may include an examination for the presence or absence
of any Hazardous Material (as defined in Section 8.1(h) (ii) below).

(c) City’s review pursuant to Section 4.1 (c) and approval pursuant to Section
4.2 within the Due Diligence Period, of the compliance of the Property with all applicable laws,
regulations, permits and approvals.

(@)  City’s review pursuant to Section 4.1 (¢) and approval pursuant to Section
4.2, within the Due Diligence Period, of the following documents, all to the extent such
documents exist and are in the possession or control of Seller, its property manager or its asset
manager: (1) structural calculations for the Improvements; site plans; digital copies of the as-
built plans and specifications for the Improvements and measurements of the Building; recent
inspection reports by Seller’s engineers; (ii) the following contracts and documents, all to the
extent such documents are currently obligations of Seller: service contracts; utility contracts;
maintenance contracts; management contracts; brokerage and leasing commission agreements
which may continue after Closing; (iii) certificates of occupancy for all current tenancies;
(iv) presently effective warranties or guaranties received by Seller from any contractors,
subcontractors, suppliers or materialmen in connection with any construction, repair or alteration
of the Improvements or any tenant improvements; (v) current certificates of insurance with
respect to policies of insurance of tenants at the Property and certificates of insurance for
carriers insuring the Property, as well as any information or reports relative to the claims history
of the Property; (vi) any environmental reports, studies, surveys, tests and assessments; soils and
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geotechnical reports, including without limitation, any reports relating to the presence of asbestos
or asbestos containing materials located at the Property; and (vii) and any other contracts or
documents necessary for the operation of the Property or which will be binding on the Property
after the Closing (collectively, the "Documents"). The Documents shall not include any
Proprietary Materials of Seller. As used herein, the “Proprietary Materials” shall mean any

* material which, in Seller’s reasonable good faith opinion, constitutes a part of Seller’s unrelated
business operations or Seller’s financial records (not including operating budgets for the
Property), or which is not required for the operation of the Improvements following the Closing
in the reasonable judgment of Seller (other than documents relating to legal matters or the
physical or environmental condition of the Property), or which Seller is prohibited by contract or
applicable law from delivering to City (other than documents consisting of correspondence or
notices to and from tenants of the Property or documents relating to the physical or
environmental condition of the Property), including without limitation, appraisals and other
information concerning the valuation of the Property, internal communications of Seller,
communications with real estate brokers or other third parties concerning the sale of the
Property, and all information subject to attorney-client or work product privilege or to
confidentiality restrictions in favor of any third party.

(e) City’s review pursuant to Section 4.1 (¢) and approval pursuant to Section
4.2 within the Due Diligence Period, of any income and expense statements, year-end financial
and monthly operating statements for the Property for the three (3) most recent calendar years
prior to the Signing Date to the extent available, and for basis calendar year 2014, that may be in
the possession or control of Seller or its property manager or asset manager (collectively, the
“Financial Statements™).

City’s review pursuant to Section 4.1(c) and approval pursuant to Section
4.2, within the Due Diligence Period or, if applicable, in accordance with the terms and
conditions of Section 10.3 below, of the following documents, all to the extent such documents
exist and are in the possession or control of Seller or its property manager or asset manager:
(1) all existing and pending leases and other occupancy agreements affecting the Property, (ii)
current tenant correspondence files, and (iii) a current rent roll for the Property, prepared by
Seller (without warranty as to accuracy or completeness)_and listing for each tenant (other than
City) the name, location of leased premises, amount of security deposit and rent paid more than
thirty (30) days in advance, lease commencement date -defaults and lease termination date,
(collectively, the “Lease Documents”)

(2 Seller’s obtaining and delivering to City, before the Closing Date, tenant
estoppel certificates from any and all tenants under any and all leases at the Property. Such
certificates shall be substantially in the form attached hereto as Exhibit H._Each tenant estoppel
certificate (i) shall be dated not earlier than forty-five (45) days before the Closing Date, (ii) shall
be consistent in all material respects with the terms of the applicable Lease as previously
delivered to City, (iii) shall disclose no material defaults or alleged material defaults by Seller
under such Lease, and (iv) in City’s reasonable judgment, shall be substantially consistent with
the materials disclosed to City pursuant to Section 4.1(b) above. Seller shall be required to use
only commercially reasonable efforts (and in no event shall Seller be required to declare any
tenant in default or commence legal action against any tenant) in order to obtain such tenant
estoppel certificates. To the extent Seller is unable, despite its such commercially reasonable
efforts, to obtain estoppel certificates from Desoto Cab Company or other such tenants as City
may specify, Seller shall deliver to City a certificate (each, a “Seller’s Lease Certificate™)
representing and warranting to City, with respect to such tenants , as of the date of such
certificate: (A) that the Lease for such tenants are in full force and effect; (B) the amount of such
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tenant’s security deposit; (C) the date through which rent has been paid; and (D) that neither
Seller nor to Seller’s knowledge, such tenants are in default under such Lease. City shall accept
“such Seller’s Lease Certificates in lieu of any such missing estoppel certificate. The
representations and warranties in the Seller’s Lease Certificates shall survive the Closing,
provided that each such Seller’s Lease Certificate shall terminate upon Seller’s delivery to City
of a tenant estoppel executed by the applicable tenant in the form required by this subparagraph,
and shall further be subject to the limitations set forth in Sections 8.4, 11.2(c) and 11.2(d) below.

(h)  Seller shall not be in material default in the performance of any covenant
or agreement to be performed by Seller under this Agreement, and all of Seller’s representations
and warranties contained in Section 8.1 below shall have been true and correct in all material
respects as of the Signing Date, and those made pursuant to any Seller Lease Certificate shall
have been true and correct when made except in each case, as disclosed in the Due Diligence
Information (as defined below), and Seller’s Closing Certification (as defined in and pursuant to
Section 8.4 below) shall not contain any material exceptions or qualifications that were not
disclosed in the Due Diligence Information. As used herein, “Due Diligence Information”
means all information (i) disclosed in the Documents or other materials provided to City, by
Seller during the Due Diligence Period in connection with City’s review of matters pertaining to
the Property pursuant to this Agreement, including any title report or survey made available to
City and/or matters disclosed within the Seller's Due Diligence Certification (as defined in and
delivered pursuant to Section 8.4 below), or (ii) otherwise actually known to City (as defined in
Section 8.5, below) as of the expiration of the Due Diligence Period.

1) As of the Closing Date, there shall have occurred no material adverse
change in the physical condition of the Property since the expiration of the Due Diligence Period,
reasonable wear and tear and loss by casualty excepted (subject to the provisions of Article 9
[Risk of Loss and Possession]).

1)) Title Company shall be committed at the Closing to issue to City the
Owmer Title Policy as provided in Section 3.2 [Title Insurance], in the amount of the Owner Title
Policy Amount, subject only to the Accepted Conditions of Title together with the title
endorsements provided in said Section 3.2.

k) City’s review and approval, within the Due Diligence Period, of the
Miscellaneous Agreements pursuant to Section 4.1(f).

a City's Mayor and the Board of Supervisors, in the respective sole
discretion of each, shall have enacted a resolution (and taken such other action as may be
required) approving, adopting and authorizing this Agreement and the transactions contemplated
hereby, and such resolution shall have become effective on or before the eXplratlon of the Due
Diligence Period.

(m) Seller shall have deposited the 1tems described in Section 6.3(a) below
[Seller s Delivery of Documents]_into escrow at or before 1:00 p.m. on the day occurring at least
two (2) business days before the Closing Date (except as otherwise provided in such Section
6.3(a) below).

(m)  Within five (5) days after the Effective Date, Seller shall deliver to City a
Natural Hazard Disclosure Statement for the Property as required under California law. The
Natural Hazards Disclosure Statement shall be based on a report or reports of a licensed
engineer, land surveyor, geologist, or expert in natural hazard discovery, which report or reports
shall be attached to such Natural Hazards Disclosure Statement. City acknowledges that the
Natural Hazard Disclosure Statement shall be based solely on the information contained in the
- report or reports attached thereto, and Seller shall have no liability for any inaccuracy in such
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reports. In no event shall such Natural Hazard Disclosure Statement or any such report be
deemed a representation or warranty of Seller or impose any liability or obligation on Seller.

(o)  This Agreement shall not have been terminated in accordance with its
terms.

The City’s Conditions Precedent contained in the foregoing subparagraphs (a) through
(o) are solely for the benefit of City. If any of the City’s Conditions Precedent are not satisfied,
City shall have the right in its sole discretion either to waive in writing the City’s Condition
Precedent in question and proceed with the purchase or, in the alternative, terminate this
Agreement, provided that the City’s Conditions Precedent described in items (m) and (o) above
may not be waived. Except as otherwise provided herein, the waiver of any of the City’s
Conditions Precedent shall not relieve Seller of any liability or obligation with respect to any
representation, warranty, covenant or agreement of Seller. Without limiting Section 4.2 above,
if, by the end of the Due Diligence Period, City does not approve or waive City’s Conditions
Precedent set forth in this Section 5.1, other than Conditions Precedent contained in
subparagraphs (g), (h), (1), (j), (m), (n), and (0), then this Agreement shall automatically
terminate as provided in Section 4.2 above, and the Deposit shall be returned to City. In addition,
the parties shall have the right, but not the obligation, to agree, each in its sole and absolute
discretion, to extend the Closing Date, for a reasonable period of time as agreed by the parties, to
allow such City’s Conditions Precedent to be satisfied; provided however, if such conditions are
not satisfied at the expiration of such extension period, City shall have the right to waive in
writing such conditions and proceed with the purchase or, in the alternative, terminate this
Agreement. Upon such termination, the Deposit shall be returned to City.

In the event the sale of the Property is not consummated because of a default under this
Agreement on the part of Seller, City shall have the remedies set forth below in Section 11.2.

5.2 Seller’s Conditions to Closing. The following are conditions precedent to Seller’s
obligation to convey the Property (collectively, “Seller’s Conditions Precedent™).

(a) The Effective Date shall have occurred on or before the date that is forty five (45)
days after the Signing Date (subject to any extension mutually agreed upon in writing).

(b) City shall not be in material default in the performance of any covenant or agreement
to be performed by City under this Agreement, and all of City’s representations and warranties
contained in Section 8.5 below shall have been true and correct in all material respects as of the
Signing Date, and shall be true and correct in all material respects as of the Closing Date.

(c) City shall have deposited the items described in Section 6.4 below [City’s Delivery of
Documents and Funds] into escrow at or before 1:00 p.m. on the date occurring at least two (2)
business days before the Closing Date, except for City’s delivery of the Purchase Price which
shall occur on or before 10:00 a.m. San Francisco time on the Closing Date.

(d) This Agreement shall not have been terminated in accordance with its terms.

. The Seller’s Conditions Precedent contained in the foregoing subparagraphs (a) through (d) are
solely for the benefit of Seller. If any of the Seller’s Conditions Precedent is not satisfied, Seller
shall have the right in its sole discretion either to waive in writing the Seller’s Condition
Precedent in question and proceed with the conveyance or, in the alternative, terminate this
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Agreement. In the event of such termination, the Deposit shall be returned to City. The waiver
of any of the Seller’s Conditions Precedent shall not relieve City of any liability or obligation
with respect to any representation, warranty, covenant or agreement of City.

In the event the sale of the Property is not consummated because of a default under this
Agreement on the part of City, Seller shall have the remedies set forth below in Section 11.1.

6. ESCROW AND CLOSING

6.1  Opening of Escrow.

Within three (3) business days after the Effective Date, the parties shall open escrow by
depositing an executed counterpart of this Agreement with Title Company, and this Agreement
shall serve as instructions to Title Company as the escrow holder for consummation of the
purchase and sale contemplated hereby. Seller and City agree to execute such additional or
supplementary instructions as may be appropriate to enable the escrow holder to comply with the
terms of this Agreement and close the transaction; provided, however, that in the event of any
conflict between the provisions of this Agreement and any additional supplementary instructions,
the terms of this Agreement shall control.

6.2  Closing Date. The consummation of the purchase and sale contemplated hereby
(the “Closing”) shall be held and (except as otherwise provided in Sections 6.3 and 6.4, below)
delivery of all items to be made at the Closing under the terms of this Agreement shall be made
at the offices of Title Company located at Old Republic Title Company, 275 Battery Street, Suite
1500, San Francisco, California 94111, within no greater than thirty (30) days after the Effective
Date of this Agreement, and no later than January 15, 2016, or on such earlier or later date as
City and Seller may mutually agree in writing (the “Closing Date™), subject to the provisions of
Sections 5.1 and 5.2. The Closing shall occur no later than 10:00 A.M. San Francisco time on
the Closing Date. The Closing Date may not be extended without the prior written approval of
both Seller and City, except as otherwise expressly provided in this Agreement. In the event the
Closing does not occur on or before the Closing Date, Title Company shall, unless it is notified
by both parties to the contrary within five (5) days after the Closing Date, return to the depositor
thereof items which may have been deposited hereunder. Any such return shall not, however,
limit the provisions hereof or otherwise relieve either party hereto of any liability it may have for
its wrongful failure to close. : ,

6.3  Seller’s Delivery of Documents.

(a) At or before 1:00 p.m. on the date occurring at least two (2) business days before
the Closing Date, or at such later date as may be indicated below for any specific item, Seller
shall deposit into escrow for delivery at Closing to City, through escrow, the following:

1) a duly executed and acknowledged Deed;

(i)  aduly executed Bill of Sale and a Certificate from the Secretary of
State or other appropriate government official of the State of California indicating that, as of the
Closing Date, there are no filings against Seller in the office of the Secretary of State or other
government official under the Uniform Commercial Code of such State which would be a lien on
any of the items specified in the Bill of Sale (other than such filings, if any, as are being released
at the time of the Closing);

40347-00001\iManage\5937625.2 12 1975 Galvez PSA va.doc



@iii)  four duly executed counterparts of the Assignment of the Lease;
(iv)  aduly executed Assignment of Intangible Property;

(v)  four duly executed counterparts of the Assignment of Miscellaneous
Agreements, if required under Section 3.6, above;

(vi) a properly executed affidavit pursuant to Section 1445(b)(2) of the
Federal Tax Code in the form attached hereto as Exhibit I, and on which City is entitled to rely,
that Seller is not a “foreign person” within the meaning of Section 1445(f)(3) of the Federal Tax
Code;

(vii) = aproperly executed California Franchise Tax Board Form 590
certifying that Seller is a California resident if Seller is an individual or that Seller has a
permanent place of business in California or is qualified to do business in California if Seller is a
corporation or other evidence satisfactory to City that Seller is exempt from the withholding
requirements of Sections 18662 and 26131 of the State Tax Code;

(viii) ~such resolutions, authorizations, or other documents or agreements
relatmg to Seller and its shareholders as City or the Title Comparny may reasonably require to
demonstrate the authority of Seller to enter into this Agreement and consummate the transactions
contemplated hereby, and such proof of the power and authority of the individuals executing any
documents or other instruments on behalf of Seller to act for and bind Seller;

(ix)  Seller’s Closing Certification (as defined in Section 8.4, below);

(x)  aduly executed owner’s declaration substantially in the form attached
hereto as Exhibit P.

(b)  In conjunction with the Closing Date, Seller shall, to the extent such
documents exist and are in the possession or control of any of Seller, its property manager or
other Agents, deliver to City outside of escrow, the following:

' @ Copies of the as-built plans and specifications for the Improvements,
Documents, Books and Records, Lease, and Miscellaneous Agreements, if any.

(i)  All keys to the Property and Improvements located thereon.
The provisions of Section 6.3(b) shall survive the Closing.
6.4  City’s Delivery of Documents and Funds.
At or before 1:00 p.m. on the date occurring at least two (2) business days before the
Closing Date, or such later date as may be indicated below for any specific item, City shall
deposit the following into escrow for delivery to the Seller:

(a)  an acceptance of the Deed executed by City’s Director of Property;

(b)  four duly executed counterparts of the Assignment of Lease;
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(©) four duly executed counterparts of the Assignment of Miscellaneous
Agreements, if required under Section 3.6, above; and

(d)  The Purchase Price, as provided in Article 2 hereof shall be delivered into
escrow on the Closing Date.

6.5 Other Documents

Seller and City shall each deposit such other instruments as are reasonably required by
Title Company as escrow holder or otherwise required to close the escrow and consummate the
purchase of the Property in accordance with the terms hereof; provided, however, that no such
instrument shall increase the obligations or diminish the rights of Seller or City under this
Agreement or under any of the documents required hereunder to be delivered at Closing by
Seller or City, respectively. Without limiting the foregoing, Seller and City shall each deposit an
agreement (the “Designation Agreement”) designating Title Company as the “Reporting Person”
for the transaction pursuant to Section 6045(e) of the Federal Tax Code and the regulations
promulgated thereunder, and executed by Seller, City and Title Company. The Designation
Agreement shall be substantially in the form attached hereto as Exhibit I and, in any event, shall
comply with the requirements of Section 6045(e) of the Federal Tax Code and the regulations
promulgated thereunder.

6.6  Liquidated Damages

In the event the sale of the Property contemplated hereby is not consummated solely
because of a default under this Agreement on the part of City, then City agrees to pay to Seller
the sum of One Hundred Eighty-Nine Thousand and no/100 Dollars ($189,000.00) as liquidated
damages. The parties have agreed that Seller's actual damages, in the event of a default by City,
would be extremely difficult or impracticable to determine. THEREFORE, BY PLACING
THEIR INITIALS BELOW, THE PARTIES ACKNOWLEDGE THAT THE DEPOSIT HAS
BEEN AGREED UPON, AFTER NEGOTIATION, AS THE PARTIES' REASONABLE
ESTIMATE OF SELLER'S DAMAGES AND AS SELLER'S EXCLUSIVE REMEDY
AGAINST CITY, AT LAW OR IN EQUITY, IN THE EVENT OF A DEFAULT UNDER THIS
AGREEMENT ON THE PART OF CITY.

INITIALS:  Seller City
7. EXPENSES AND TAXES

7.1  Rent and Other Apportionments
(a) Preparation of Prorations.

At least ten (10) days before the Closing Date, Seller shall prepare and deliver, or cause
the escrow holder to prepare and deliver, to City an unaudited statement for the Property (the
“Preliminary Proration Statement™) showing prorations for the items set forth below, calculated
as of 12:01 a.m. on the Closing Date, on the basis of a 365-day year. City and its representatives
and auditors shall be afforded reasonable access to Seller’s books and records with respect to the
Property and Seller’s work papers pertaining to the Preliminary Proration Statement to confirm
the accuracy of the Preliminary Proration Statement. City and Seller shall agree upon any
adjustments to be made to the Preliminary Proration Statement before the Closing, and at the
Closing, City or Seller, as applicable, shall receive a credit equal to the net amount due City or
Seller, as applicable, pursuant to the Preliminary Proration Statement as finally agreed upon by
City and Seller. The items to be covered by the Preliminary Proration Statement are as follows:
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O rents (which shall be prorated on a cash basis);

(i)  escalation charges for real estate taxes, parking charges, marketing fund charges,

. operating expenses, maintenance escalation rents or charges, cost-of-living increases or other
charges of a similar nature, if any, and any additional charges and expenses payable under the
Lease (but only to the extent collected before the Closing Date); provided that if any of the
foregoing are not finally adjusted between the landlord and tenant under any Lease until after the
preparation of the Preliminary Proration Statement then proration of such items shall be subject
to adjustment pursuant to Section 7.7 below; '

(iii) non-delinquent real property taxes and assessments for the tax year of the
Closing; provided that if the real property tax assessment for the fiscal year in which the Closing
occurs has not been issued as of the Closing Date, real property taxes shall be prorated based on
the most recent assessed value of the Property, multiplied by the current tax rate, and such tax
proration shall be subject to adjustment pursuant to Section 7.6 below; general real estate taxes
payable for all tax years prior to the year of the Closing shall be paid by Seller in full at or before
Closing;

(iv)  any Special Taxes payable with respect to any Mello-Roos Community Facilities
District, and any unpaid interest (only) on any improvement bonds which are a lien on the

Property;
(v)  water, sewer and utility charges;

(vi)  subject to Section 10.5 below, amounts payable under the Miscellaneous
Agreements;

(vii) permits, licenses and/or inspection fees (calculated on the basis of the period
covered), but only to the extent transferred to City;

(viii) any Tenant Improvement Costs to be credited against the Purchase Price, as set
forth in Section 7.5 below; and

(ix)  any other expenses normal to the operation and maintenance of the Property.

(b) Principles of Prorations; Collections and Payments. Subject to the prorations to
be made pursuant to this Article 7 and the terms of this Section 7.1(b), after the Closing City
shall use reasonable efforts to collect all revenues and pay all expenses with respect to the
Property, even if such revenues and expenses relate to periods before the Closing. Seller agrees
to cooperate with City by endorsing (without recourse) in favor of City any checks which may be
received after the Closing, but which are made payable to Seller (or its affiliates). City shall use
reasonable efforts consistent with prudent business practices to collect rents or other amounts
payable under the Lease (collectively, “Arrearages™) that (i) were delinquent as of the Closing
Date and relate to a period before the Closing, or (i) otherwise are or become payable with
respect to a period before the Closing; provided, however, that City shall have no obligation to
deliver any notice to pay rent or quit the premises, pursue termination of any lease, or commence
legal remedies or action against any tenant. To the extent such Arrearages are collected by City,
City may deduct from the amount owed to Seller an amount equal to the out-of-pocket third-
party collection costs (including attorneys’ fees and costs) actually incurred by City in collecting
such Arrearages due to Seller. Subject to the foregoing sentence, any rent or other payment
collected after the Closing from any tenant which owed any Arrearages shall be applied first, to
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such tenant’s unpaid monetary obligations under the applicable Lease with respect to any periods
from the Closing Date through the end of the month in which such payment is made (or, if such
~ tenant is permitted under its Lease to pay rent in arrears, then through the end of the month
immediately preceding the month in which such payment is due), in such order as City may .
elect, until such monetary obligations have been paid in full; any remaining amount of such
payment shall be paid over to Seller, for application against such tenant’s Arrearages, in such
order as Seller may elect, until such Arrearages have been paid in full; and any remaining
amount of such payment shall be retained by City for application against such Tenant’s future
obligations under the applicable Lease. In addition, Seller shall be entitled to a refund of any
utility, municipality or other deposit relating to the Property made by Seller (to the extent such
utility, municipality or other party provides such refund), and City shall reasonably cooperate to
supply directly to any such utility, municipality or other party such replacement deposit as shall
be required for Seller to obtain such refund. To the extent Arrearages are not paid in full, Seller
may exercise all available remedies (other than eviction of the tenant) to collect same.

7.2 Security Deposits.

At the Closing, Seller shall assign and deliver to City all prepaid rent, security deposits, letters of
credit and other collateral given by any Tenants to Seller or any of its affiliates or predecessors-
in-interest pursuant to any of the Lease, less any portions thereof applied in accordance with the
respective Lease (together with a statement regarding such applications).

7.3  Leasing Costs. Except as provided in Section 10.4, below, Seller shall pay all
Commissions and Tenant Improvement Costs (as defined below), if any, related to any existing
Lease and any Lease executed on or before the Closing (including, without limitation,
Commissions attributable to expansion or extension options which are not exercised until after
the Closing). City shall be entitled to a credit against the Purchase Price for any prepaid rent,
free rent, operating expense abatements, or other unexpired concessions under any Lease to the
extent they apply to any period after the Closing. In the event that Seller enters into a new Lease
during the Term, or extends or modifies any existing Lease, and City consents to such new Lease
or such extension or modification, then the payments and credits for the Commissions and
Tenant Improvement Costs shall be divided as set forth in Section 10.4. As used herein,
“Commissions” means, with respect to any Lease, leasing commissions incurred with respect
thereto. As used herein, “Tenant Improvement Costs” means, with respect to any Lease, tenant
improvement costs (including without limitation, architectural and soft costs) incurred with
respect thereto.

7.4  Post Closing Adjustments. Notwithstanding anything to the contrary contained in this
Article 7, (i) if the amount of the real property taxes and assessments payable with respect to the
Property for any period before Closing is determined to be more than the amount of such real
property taxes and assessments that is prorated herein (in the case of the current year) or that was
paid by Seller (in the case of any prior year), due to a reassessment of the value of the Property
or otherwise, Seller and City shall promptly adjust the proration of such real property taxes and
assessments after the determination of such amounts, and Seller shall pay to City any increase in
the amount of such real property taxes and assessments applicable to any period before Closing;
provided, however, that Seller shall not be required to pay to City any portion of such increase
that is payable by the tenant under the Lease; and (ii) if the amount of the real property taxes and
assessments payable with respect to the Property for any period before Closing is determined to
be less than the amount of such real property taxes and assessments that is prorated herein (in the
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case of the current year) or that was paid by Seller (in the case of any prior year), due to an
appeal of the taxes by Seller, a reassessment of the value of the Property or otherwise, Seller and
City shall promptly adjust the proration of such real property taxes and assessments after the
determination of such amounts, and () City shall pay to Seller any refund received by City
representing such a decrease in the amount of such real property taxes and assessments
applicable to any period before Closing; provided, however, that City shall not be required to pay
to Seller any portion of such refund which is payable to the tenant under the Lease; and (b) Seller
shall be entitled to retain any refund received by Seller representing such a decrease in the
amount of such real property taxes and assessments applicable to any period before Closing;
provided, however, that Seller shall pay to City that portion of any such refund that is payable to
the tenant under the Lease. Each party shall give notice to the other party of any adjustment of
the amount of the real property taxes and assessments payable with respect to the Property for
any period before Closing within thirty (30) days after receiving notice of any such adjustment.

7.5  Post Closing Reconciliation

(a) Certain Delayed Prorations. If any tenants are required to pay percentage rents,
escalation charges for real estate taxes, parking charges, marketing fund charges, operating
expenses, maintenance escalation rents or charges, cost-of-living increases or other charges of a
similar nature (“additional rents”), then, with respect to those additional rents which are not
finally adjusted between the landlord and any tenant under any lease until after the preparation of
the preliminary proration statement pursuant to sections 7.2 and 7.3 above, city shall submit to
seller, no later than thirty (30) days after final adjustment of such amounts with such tenants, a
supplemental statement for the property (a “supplemental proration statement”) covering any
such additional rents or any other items which have been finally adjusted between city and such
tenants, containing a calculation of the prorations of such additional rents and such other items,
prepared based on the principles set forth in sections 7.2 and 7.3 above, provided that in making
such adjustment, the parties shall exclude any additional rents arising from increased real
property taxes for the property to the extent such increase results from city’s purchase of the
property. In order to enable city to make any year-end reconciliations of additional rents with
tenants, within sixty (60) days after the closing, seller shall deliver to city a final statement of all
operating expenses for the property which are actually paid by seller and permitted to be passed
through to tenants pursuant to the terms of each tenant’s respective lease, with respect to that
portion of the calendar year in which the closing occurs (the “closing year”) which precedes the
closing (“seller’s closing year actual operating expenses”), together with copies of all
documentation evidencing seller’s closing year actual operating expenses, including copies of
third-party invoices and copies of seller’s books and records applicable thereto.

(b) Audit Rights for Supplemental Proration Statements. Seller and its
representatives and auditors shall be afforded the opportunity, at Seller’s sole cost and expense,
to review all underlying financial records and work papers pertaining to the preparation of all
Supplemental Proration Statements, and City shall permit Seller and its representatives and
auditors to have full access to the books and records in the possession of City or any party to
whom City has given custody of the same relating to the Property to permit Seller to review the
Supplemental Proration Statements. Any Supplemental Proration Statement prepared by City
shall be final and binding for purposes of this Agreement unless Seller shall give written notice
to City of disagreement with the prorations contained therein within sixty (60) days following
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Seller’s receipt of such Supplemental Proration Statement, specifying in reasonable detail the
nature and extent of such disagreement. If City and Seller are unable to resolve any
disagreement with respect to any Supplemental Proration Statement within ten (10) business
days following receipt by City of the notice referred to above, either party may pursue any
remedy available for the resolution of such dispute.

(¢) Payments for Adjustments. Any net credit due Seller or City, as the case may be,
shall be paid to Seller or City, as the case may be, within seventy-five (75) days after the delivery
of a Supplemental Proration Statement to Seller, unless Seller approves any such statement
before the expiration of the applicable sixty (60) day period provided in Section 7.5(b) above, in
which case such payment shall be made within fifteen (15) days after Seller notifies City of such
approval, or unless Seller notifies City of a disagreement with respect to any such statement as
provided in Section 7.5 (b) above, in which case such payment (less a hold back sufficient to
cover the amount of the disagreement) shall be made within fifteen (15) days after Seller notifies
City of such disagreement, and any further payment due after such disagreement is resolved shall
be paid within fifteen (15) days after the resolution of such disagreement.

7.6  Closing Costs. City shall pay the premium for the Title Policy and the cost of the
endorsements thereto, escrow and recording fees, and any documentary transfer taxes applicable
to the sale. Seller shall pay the cost of any sales taxes, if any on the Personal Property, and
Seller shall be responsible for complying with any bulk sales laws applicable to the Sale. Seller
shall be responsible for all costs (including without limitation, any prepayment fees, penalties or
other charges) incurred in connection with the removal of any Prohibited Title Exceptions. Any
other costs and charges of the escrow for the sale not otherwise provided for in this Section 7.8
or elsewhere in this Agreement shall be allocated in accordance with the closing customs for
San Francisco County, as determined by Title Company.

7.7  Survival. The provisions of this Article 7 shall survive the Closing.
8. REPRESENTATIONS AND WARRANTIES

8.1  Representations and Warranties of Seller. Seller represents and warrants to
and covenants with City as follows:

(a) To Seller’s knowledge, any and all copies of the Lease, Miscellaneous
Agreements and Documents furnished to City pursuant to Section 4.1(b) are true and correct
copies thereof.

(b) The Schedule of Lease attached hereto as Exhibit K and made a part
hereof contains a complete and accurate list, and the Lease Documents include true and correct
copies, of all leases and occupancy agreements that (i) were entered into by Seller, or to Seller’s
knowledge, by any predecessor in interest of Seller, and (ii) except for any such leases hereafter
terminated in accordance with the terms of this Agreement, and together with any leases,
including any modifications or renewals thereof, hereafter entered into pursuant to Section 10. 3,
below, will bind the Property following the Closmg

(©) The Schedule of Miscellaneous Agreements attached hereto as Exhibit L
and made a part hereof contains a complete and accurate list, and the Documents include true
and correct copies, of all agreements, other than Lease and other agreements constituting
Accepted Conditions of Title, that (i) were entered into by Seller, or to Seller’s knowledge, by
any predecessor in interest of Seller, and (ii) except for any such agreements hereafter terminated
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in accordance with Section 4.1(f), above, and together with any agreements hereafter entered into
pursuant to Section 10.2, below, will bind the Property following the Closing.

(d)  To Seller’s knowledge, except as disclosed on Exhibit M attached hereto
and made a part hereof, Seller has not received any written notice of any pending or threatened
proceeding relating to any condemnation of all or any portion of the Property, by any
governmental or quasi-governmental agency other than City, which would have a material
adverse effect on the use, operation or value of the Property. Without limiting the foregoing, to
Seller’s knowledge, except as disclosed on Exhibit M attached hereto and made a part hereof,
Seller has not received any written notice from any tenant under any Lease or from any
counterparty to any Miscellaneous Agreement alleging that Seller is in material default
thereunder, nor has Seller sent to any tenant under any Lease or to any counterparty to any
Miscellaneous Agreement any written notice alleging that such tenant or such counterparty is in
material default thereunder, unless in each case such alleged default has been cured.

(e) To Seller’s knowledge, except as disclosed on Exhibit M attached hereto
and made a part hereof, Seller has not received any written notice of pending or threatened
litigation that would have a material and adverse affect on the use, operation or value of the
Property or the ability of Seller to perform its obligations under this Agreement.

® Seller has not granted any option or right of first refusal or first
opportunity to any third party to acquire any fee interest in any of the Property which right or
option is either superior to the rights granted to City in this Agreement or would be in effect or
enforceable following the transfer of the Property to City at Closing.

(g)  Seller is duly organized and validly existing under the laws of the State of
California and is in good standing under the laws of the State of California; this Agreement and
all documents executed by Seller which are to be delivered to City at the Closing are, or at the
Closing will be, duly authorized, executed and delivered by Seller, are, or at the Closing will be,
legal, valid and binding obligations of Seller, enforceable against Seller in accordance with their
respective terms, and do not, and at the Closing will not, violate any provision of any agreement
or judicial order to which Seller is a party or to which Seller or, to Seller’s knowledge, the
Property is subject.

(h)  Seller represents and warrants to City that it has not been suspended,
disciplined or disbarred by, or prohibited from contracting with, any federal, state or local
governmental agency. In the event Seller has been so suspended, disbarred, disciplined or
prohibited from contracting with any governmental agency, it shall immediately notify the City
of same and the reasons therefore together with any relevant facts or information requested by
City. Any such suspension, debarment, discipline or prohibition may result in the termination or
suspension of this Agreement.

) Seller knows of no facts that would prevent City from using and operating
the Property after Closing in the manner City has advised Seller it is intended to be used.

) Seller hereby represents and warrants to and covenants with City that the
following statements are true and correct, to the best of Seller’s knowledge: (i) during Selletr’s
ownership, the Seller has not received any written notice from any governmental authority
having jurisdiction that the Property is in violation of any applicable law, ordinance or
regulation, including, without limitation, any Environmental Laws, which remains uncured and
which could reasonably have a material adverse effect on the operation of the Property following
the Closing; (ii) during Seller’s ownership of the Property, the Property has not been used in any
manner for the manufacture, use, storage, discharge, deposit, transportation or disposal of any
Hazardous Material, except as described in Schedule 1 ("Seller's Environmental Disclosure");
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(iii) to Sellers knowledge, during Seller’s ownership of the Property there has been no Release of
any Hazardous Material in, on, or under the Property; and (iv) the reports, studies, assessments,
investigations and other materials to be made available to City for its review pursuant to Section
4.1(b), above, constitute all written materials in the possession, custody or control of Seller or its
property manager relating to the presence of Hazardous Materials at, on or under the Property,
and the compliance of the Property with Environmental Laws; provided that, without limiting
any other provision hereof, Seller makes no representation or warranty with respect to any such
reports, studies, assessments, investigations or other materials, and if City desires to rely on the
same, City shall be responsible for obtaining, at its sole cost and expense, written permission
from the preparer of any such items. As used herein, the following terms shall have the
meanings.below:

1) Environmental Laws shall mean any present federal, state or local
laws, ordinances, regulations or policies relating to Hazardous Material (including, without
limitation, their use, handling, transportation, production, disposal, discharge or storage) or to
health and safety, industrial hygiene or environmental conditions in, on, under or about the
Property, including, without limitation, soil, air'and groundwater conditions.

(i)  “Hazardous Material” shall mean any material that, because of its
quantity, concentration or physical or chemical characteristics, is deemed by any federal, state or
local governmental authority to pose a present or potential hazard to human health or safety or to
the environment. Hazardous Material includes, without limitation, any material or substance
defined as a “hazardous substance,” or “pollutant” or “contaminant” pursuant to the
Comprehensive Environmental Response, Compensation and Liability Act of 1980 (“CERCLA”,
also commonly known as the “Superfund” law), as amended, (42 U.S.C. Sections 9601 et seq.)
or pursuant to Section 25281 of the California Health & Safety Code; any “hazardous waste”
listed pursuant to Section 25140 of the California Health & Safety Code; any asbestos and
asbestos containing materials whether or not such materials are part of the structure of the
Improvements or are naturally occurring substances on or about the Property; petroleum,
including crude oil or any fraction thereof, natural gas or natural gas liquids; and “source,”
“special nuclear” and “by-product” material as defined in the Atomic Energy Act of 1985, 42
U.S.C. Sections 3011, et seq. Notwithstanding the foregoing, Hazardous Materials shall not
include any ordinary office and janitorial supplies which are used, stored and disposed of in
customary quantities and in accordance with applicable Environmental Laws.

(i)  “Release” when used with respect to Hazardous Material shall
include any actual or imminent spilling, leaking, pumping, pouring, emitting, emptying,
discharging, injecting, escaping, leaching, dumping, or disposing into or inside any of the
improvements, or in, on, under the Property. Release shall include, without limitation, "release"
as defined in Section 101 of the Comprehensive Environmental Response Compensatlon and
Liability Act (42 U.S.C. §9601).

(k) At the time of Closing there will be no outstanding written or oral
contracts made by Seller for any of the Improvements that have not been fully paid for and Seller
shall cause to be discharged all mechanics' or materialmen's liens arising from any labor or
materials furnished to the Property prior to the time of Closing pursuant to the order or request of
Seller. To Seller’s knowledge, there are no obligations in connection with the Property which
will be binding upon City after Closing except for matters which are set forth in the Preliminary
Report and except for the Lease and Assumed Contracts.

a Seller is not a “foreign person” within the meaning of Section 1445(f)(3)
of the Federal Tax Code.
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(m)  There are no free rent, operating expense abatements, incomplete tenant
improvements, rebates, allowances, or other unexpired concessions (collectively referred to as
"Offsets") or any termination, extension, cancellation or expansion rights under the Lease. Seller
has paid in full any of landlord's leasing costs incurred by Seller in connection with any | tenant
improvements. Seller has agreed that the tenant under the Lease can pay rent on the 15% day of
the month.

(m)  No brokerage or similar fee is due or unpaid by Seller with respect to any
Lease. No brokerage or similar fee shall be due or payable on account of the exercise of, without
limitation, any renewal, extension or expansion options arising under any Lease.

(0)  The copy of the Lease delivered by Seller to City on or before the
-commencement of the Due Diligence Period contain all of the information pertaining to any
rights of any parties to occupy the Property, including, without limitation, all information
regarding any rent concessions, over-standard tenant improvement allowances or other
inducements to lease. The tenant has not indicated to Seller either orally or in writing its intent
to terminate the Lease prior to expiration of the respective term of such Lease.

(p Seller is familiar with Sections 15.103 of the San Francisco Charter,
Article III, Chapter 2 of City's Campaign and Governmental Conduct Code, and Section 1090 et.
seq. of the California Government Code (the “Provisions™), all of which relate to prohibited
conflicts of interest in connection with government contracts, and certifies that it does not know
of any facts which would constitute a violation of said provision, and agrees that if Seller
becomes aware of any such fact during the term of this Agreement, Seller shall immediately
notify the City.

8.2  Third-Party Claims. If (a) Seller breaches one or more of its representations,
warranties or covenants hereunder, and (b) under the provisions of this' Agreement other than this
Section 8.2, Seller has liability to City for such breach, and (c) a third party asserts a claim for
monetary or other relief against City based on the facts giving rise to such breach, then Seller, on
behalf of itself and its successors and assigns, shall indemnify, defend and hold harmless City, its
Agents and their respective successors and assigns (the “City-Related Parties”) from and against
such third-party claim; provided, however, that (x) if, under the provisions of this Agreement
other than this Section 8.2, a survival period exists such that Seller would have no liability to
City for such breach if City were to fail to give Seller written notice of its claim asserting such
liability before the expiration of such survival period, then Seller shall have no obligation to
indemnify, defend or hold harmless the City-Related Parties from or against such third-party
claim unless City receives specific written notice of such claim from such third party and tenders
such notice to Seller before the expiration of such survival period, and (y) if, under the
provisions of this Agreement (other than this Section 8.2), Seller’s liability for such breach is
subject to any dollar limitation set forth in Section 11.2 hereof, then Seller’s obligation to
indemnify, defend and hold harmless the City-Related Parties from and against such third-party
claim shall also be subject to such dollar limitation (with the cost of performing such obligation
to be aggregated with all other liabilities that are subject to such dollar limitation).

8.3  Seller’s Knowledge. As used in this Agreement or in any documents delivered
pursuant hereto, the phrases “to Seller’s knowledge” or “known to Seller” (or similar words)
shall mean that the representation or warranty (or other provision) qualified by any of such
phrases is made without investigation of the matters stated therein and is based solely on the
actual knowledge of the Managing Person (as defined below), as such actual knowledge exists
on the relevant date, provided, that if the individual who is the Managing Persons on the rélevant
date was not the Managing Person throughout the entire period from and including the Signing
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Date until and including the relevant date, then, in addition, the actual knowledge of any other
individual who was the Managing Person during such period, as such actual knowledge existed
on the last day on which such individual was the Managing Person. As used herein, “Managing
Person” means the individual charged with primary responsibility for the oversight of the
operation of the Property. Seller hereby represents that as of the Signing Date Edward Scoble is
the Managing Person.

8.4  Survival of and Limitations on Seller’s Representations and Warranties. All
representations and warranties contained in Section 8.1, above, and all representations contained
within any Seller’s Lease Certificate provided to City pursuant to Section 5.1(g), above, shall be
deemed to be qualified by the Due Diligence Information. All representations and warranties of
Seller set forth in Section 8.1, above, are made as of the Signing Date. Seller shall use good faith
efforts to promptly notify City in writing, during the Due Diligence Period and thereafter at any
time prior to the Closing, if Seller becomes aware of any change in fact or circumstance that
would render any of the representations or warranties of Seller set forth in Section 8.1, above, to
be false or misleading in any material respect. In addition, by 5:00 p.m. on the day before the
expiration of the Due Diligence Expiration Date, Seller shall provide City with a certification
regarding the accuracy of such representations and warranties as of such date, including any
exceptions or qualifications thereto as of such Date of which Seller becomes aware ("Seller's
Due Diligence Certification"); provided, however, if Seller's Due Diligence Certification
includes any exceptions, qualifications or changes from the representations and warranties of
Seller set forth in'Section 8.1 above, then the Due Diligence Period shall be extended for ten (10)
business days in order to permit City an opportunity to determine whether to terminate this
Agreement as permitted under Section 4.2. In addition, as of the Closing Date, Seller shall
provide City with a certification regarding the accuracy of such representations and warranties as
of such date, including any exceptions or qualifications thereto as of such date of which Seller
becomes aware (“Seller’s Closing Certification™). Seller shall have no liability to City as a result
of any exceptions or qualifications to such representations and warranties set forth in either
Seller’s Due Diligence Certification or Seller’s Closing Certification, except as otherwise set
forth in this Section 8.2 or in Section 11.2, below; provided, however, Seller acknowledges and
agrees that if the Seller’s Closing Certification contains any qualifications or exceptions that
were not disclosed in either Seller's Due Diligence Certification or the Due Diligence
Information, City’s Condition Precedent set forth in Section 5.1(h) shall not be satisfied, and
City also shall have the right to terminate this Agreement pursuant to the second-to-last
paragraph of Section 5.1. In the event City has actual knowledge that any of the representations
or warranties set forth in Section 8.1, above, was not true as of the Signing Date, or that any of
the representations contained within Seller’s Due Diligence Certification was not true as of the
date thereof, or that any of representations contained in either Seller's Closing Certification or
any Seller’s Lease Certificate will not be true as of the Closing Date, and City nonetheless
proceeds with the purchase of the Property, then City shall have no claim for breach of such
representation or warranty. Except as otherwise provided in the immediately preceding sentence,
the representations and warranties of Seller set forth in Section 8.1, above, in Seller's Due
Diligence Certification, in Seller’s Closing Certification and/or in any Lease Certificates, are all
qualified by the Due Diligence Information and shall survive the Closing for a period of one (1)
year from and after the Closing Date (the “Survival Period”); provided, however, that City must
give Seller written notice of any claim City may have against Seller for breach of any such
representations and warranties before the expiration of the Survival Period, and any such claim
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which City may have which is not so asserted prior to the expiration of the Survival Period shall
not be valid or effective, and Seller shall have no liability with respect thereto.

8.5  Representations and Warranties of City. City represents and warrants to and
covenants with Seller as follows:

(a) Upon the Effective Date, this Agreement will be, and at the Closing all documents -
executed by City which are to be delivered to Seller at the Closing will be duly authorized,
executed and delivered by City pursuant to a Resolution adopted by the City’s Board of
Supervisors and Mayor, each in their respective sole and absolute discretion.

(b) As used in this Agreement or in any documents delivered pursuant hereto, the
phrases “to City’s knowledge” or “known to City” or “City has actual knowledge” (or similar
words) shall mean that the representation or warranty (or other provision) qualified by any of
such phrases is made without investigation of the matters stated therein and is based solely on the
actual knowledge of the Real Property Officer and the Director of Property (as defined below),
as such actual knowledge exists on the relevant date, provided, that if the individual who is the
Real Property Officer or the Director of Property on the relevant date was not the Real Property
Officer or the Director of Property throughout the entire period from and including the Signing
Date until and including the relevant date, then, in addition, the actual knowledge of any other
individual who was the Real Property Officer or the Director of Property during such period, as
such actual knowledge existed on the last day on which such individual was the Real Property
Officer or the Director of Property. As used herein, “Real Property Officer” means the City
employee charged with primary responsibility for the oversight of the transaction contemplated
by this Agreement. The “Director of Property” means the Director of Property for the City
charged with primary responsibility for the oversight of the Real Property Officer and of the
transaction contemplated by this Agreement.

9. RISK OF LOSS AND POSSESSION

9.1 - Minor Loss. City shall be bound to purchase the Property for the full Purchase
Price as required by the terms hereof, without regard to the occurrence or effect of any damage to
the Property or destruction of any Improvements or condemnation of any portion of the Property,
provided that, in the case of a partial condemnation, the value of the portion taken does not
exceed One Million and No/100 Dollars ($1,000,000.00); and upon the Closing, there shall be a
credit against the Purchase Price as provided in Section 9.3 below.

9.2  Major Loss. In the case of condemnation, if the value of the portion of the
Property taken exceeds One Million and No/100 Dollars ($1,000,000.00), then City may, at its
option to be exercised by written notice to Seller within thirty (30) days after the effective date of
Seller’s written notice to City of the occurrence of the commencement of condemnation
proceedings and, in the case of damage or destruction, the effective date of Seller’s written
notice to City of same, either (a) elect to terminate this Agreement, in which case neither party
shall have any further obligations under this Agreement, except for obligations which expressly
state that they shall survive termination of this Agreement, or (b) consummate the purchase of
the Property for the full Purchase Price as required by the terms hereof, subject to the credits
against the Purchase Price provided in Section 9.3, below. If City fails to give Seller notice
within such 30-day period, then City will be deemed to have elected to proceed in accordance
with clause (a) above. '
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9.3 Credit at Closing. If, notwithstanding the occurrence of any damage, destruction
or condemnation to or of the Property, the Closing occurs pursuant to Section 9.1 or 9.2, above,
City shall be given a credit against the Purchase Price in an amount determined as follows: If the
condemnation award, if any, to be collected by Seller as a result of such condemnation have been
collected before the Closing, then the credit shall be equal to the amount of such condemnation
award collected by Seller. If the award has not been collected as of the Closing, then such award
shall be assigned to City at Closing. Notwithstanding the foregoing, in the case of
condemnation, if Seller shall have expended any amount before the Closing to restore the
Property in connection with such condemnation, Seller shall reserve from the assignment of the
condemnation award to City, the amount so expended; provided, however, Seller’s right to
reserve shall be subject to and conditioned upon City’s reasonable approval of such
documentation, invoices, and other reasonably satisfactory evidence of such payments and
expenditures by Seller as City may reasonably request.

94  Insurance. Through the Closing Date, Seller shall maintain or cause to be
maintained, at Seller’s sole cost and expense, a pohcy or policies of property insurance in such
amounts and i insuring against such risks as are consistent with Seller’s past practices, as
evidenced by the certificate of insurance attached hereto as Exhibit R and made a part hereof. .
Seller shall furnish City with evidence of such insurance upon request by City. City
acknowledges that there shall be no assignment, transfer or contmuance of Seller’s insurance
coverage after the Closing Date. ;

9.5  Possession. Possession of the Property shall be delivered to City on the Closing
Date, subject to the Accepted Conditions of Title.

10. MAINTENANCE; CONSENT TO NEW CONTRACTS
10.1 Maintenance of the Property by Seller.

Between the date of Seller's execution of this Agreement and the Closing, Seller perform all
work required to be done by the landlord under the terms of any Lease, and shall otherwise
maintain, repair and operate the Property in substantially the same manner as Seller has done
before the making of this Agreement, as if Seller were retaining the Property normal wear and
tear excepted. Notwithstanding the foregoing, Seller shall not be required (i) to seek tenants for
any vacant space within the Property under any circumstances, or (ii) except as required under
the Lease or applicable law, to make or perform any upgrades, renovations, replacements or
other capital improvements to the Property having a cost of greater than Fifty Thousand Dollars
($50,000), or (iif) to make any change in the manner or quality of operation of the Property.

10.2 City’s Consent to New Contracts Affecting the Property; Termination of
Existing Contracts.

After the Effective Date, Seller shall not enter into any contract affecting the Property which
shall remain in effect after the Closing Date, or any amendment thereof, or waive any rights of
Seller under any Miscellaneous Agreement, “without i in each instance obtammg City’s prior
written consent thereto. City agrees that it shall not unreasonably withhold or delay any such
consent, provided that City’s failure to respond to any request for such approval within ten (10)
business days shall be deemed to constitute approval by City. Pursuant to Section 4.1(f), above,
Seller shall terminate prior to the Closing, at no cost or éxpense to City, any and all management
agreements affecting the Property.

10.3  Except in accordance with this Section 10.3, after the Effective Date, Seller shall

not enter into any lease affecting the Property or any amendment thereof, which shall remain in
effect after the Closing Date.
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(a)  After the Effective Date, Seller shall not amend or modify or (except
pursuant to Seller’s exercise of remedies if the tenant is in default) terminate any existing Lease
without obtaining City’s prior written approval, which approval shall not be unreasonably
withheld; provided, however, that Seller may enter into any lease modification or amendment
that Seller may be required to enter into under the terms of the applicable Lease (such as in
connection with a lease expansion). City’s failure to respond to any request for such approval
within ten (10) business days shall be deemed to constitute approval by City.

(b)  Seller covenants that within five (5) days of its receipt of any fully -
executed document entered into pursuant to this Section 10.3, Seller shall deliver to City copies
of any such document, including without limitation, any new leases, or any modifications,
amendments, subleases or terminations of any existing Lease.

10.4 Matters Affecting Existing Lease. After the Effective Date, if, under the
express terms of any Lease, Seller has the right, in its sole and absolute discretion (and without
electing to recapture any leased space), to withhold its consent to any proposed sublease or any
proposed assignment of such Lease, or to preserve, rather than waive, any material right under
such Lease; however, Seller shall not consent to such sublease or assignment, or waive such
right, without in each instance said action being subject to the terms and conditions of the Lease,

and obtaining City’s prior written consent thereto (which consent shall not be unreasonably
withheld or delayed).

10.5 Tenant Improvement Costs. If Seller enters into any leases of the Property or
modifies or extends the existing Lease after the Effective Date and before the Closing Date in
accordance with the terms of this Article 10, then, provided the Closing occurs, any Tenant
Improvement Costs and Commissions incurred in connection with such new Lease,
modifications or extensions of any existing Lease shall be the sole responsibility of Seller and
shall be paid in full by Seller.

11. DEFAULT AND REMEDIES
11.1  City’s Default.

(a)  If City defaults before the Closing under any provision of this Agreement
other than Section 4.1(c) or 4.1(e) and Seller has actual knowledge of such default(s) before the
Closing, or if City defaults on its obligation to close the transaction contemplated hereby, then
Seller shall have the right, as its sole and exclusive remedy for such default(s), to terminate this
Agreement and recover liquidated damages as provided in Section 6.6 above, plus attorneys’ fees
under Section 12.12 (if applicable), and neither party shall have any further liability or obligation
to the other hereunder, except for provisions of this Agreement which expressly state that they
shall survive the termination of this Agreement.

(b)  Seller acknowledges that any claim Seller may have against City arising
under this Agreement may, as a matter of law, be subject to limitations on timing of presentment
pursuant to Section 911.2 and other relevant provisions of the California Government Code;
provided, however, that nothing in this sentence shall be deemed to cause any such claim to be
subject to such sections of the California Government Code which would not, as a matter of law,
be subject to such sections in the absence of this sentence.
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(¢)  Notwithstanding anything herein to the contrary, in no event shall City be
liable to Seller for any indirect, special, consequential or incidental damages (including, without
limitation, damages for lost profits) in connection with any provision of this Agreement other
than Section 4.1(c). '

11.2 Seller’s Default.

(a)  If Seller defaults under this Agreement before the Closing and City has
actual knowledge of such default(s) before the Closing, or if Seller defaults on its obligation to
close the transaction contemplated hereby, then City may, at its sole election, proceed with one
of the following mutually exclusive alternatives with respect to such default(s):

i) City may terminate this Agreement; the Deposit shall be returned
to the City; and City shall recover reimbursement from Seller for City’s actual out-of-pocket
expenses incurred in connection with its negotiation of this Agreement, its investigation of the
Property pursuant hereto, and its preparation to close the transaction contemplated hereby, up to
a maximum of $50,000.00, plus attorneys’ fees under Section 12.12 (if applicable), and neither
party shall have any further liability or obligation to the other hereunder, except for provisions of
this Agreement which expressly state that they shall survive the termination of this Agreement..

(i)  If none of such default(s) consists of Seller’s failure to close the
transaction contemplated hereby, then City may proceed with the Closing with no reduction in
the Purchase Price; provided, however, that: (a) in proceeding with the Closing pursuant to this
subparagraph, City shall be deemed to have waived any default(s) of Seller in the performance of
Seller’s obligations under this Agreement occurring before the Closing which are actually known
to City unless (1) before the Closing City gives Seller written notice of such default(s) expressly
stating that City intends to preserve one or more post-Closing claims based on such default(s),
and (2) City files suit based on such default(s) in a court of competent jurisdiction before the
expiration of the Survival Period.

(iii)  If any of such default(s) consists of Seller’s failure to close the
transaction contemplated hereby (whether or not any other pre-Closing default(s) by Seller also
exist), City may file in any court of competent jurisdiction an action for specific performance to
cause Seller to so close the transaction contemplated hereby (and Seller acknowledges that such
a default consisting of Seller’s failure to close the transaction contemplated hereby will be
conclusively deemed to be a breach of an agreement to transfer real property that cannot be
adequately relieved by pecuniary compensation as set forth in California Civil Code Section
3387), but (except in the event of City’s election pursuant to subparagraph (a)(i) above) City
shall not be entitled to recover monetary damages for Seller’s default consisting of Seller’s
failure to close the transaction contemplated hereby; provided, however, that City may recover
damages for other pre-Closing default(s) by Seller as provided below in this Section 11.2(a)(iii).
Notwithstanding the foregoing prohibition on the recovery of monetary damages in an action for
specific performance: (A) City shall be entitled to recover monetary damages, subject to the
limitations set forth below, for any pre-Closing default by Seller which is separate and distinct
from Seller’s failure to close the transaction contemplated hereby (such as a default due to a
breach of a representation or warranty contained in Section 8.1 or a breach of Seller’s covenants
contained in Section 10.3), it being specifically agreed that in no event will City be entitled to
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recover monetary damages on account of Seller’s failure to close the transaction contemplated
hereby; and (B) this provision will not limit City’s right to receive reimbursement for attorney’s
fees pursuant to Section 12.12, below, nor waive or affect any of Seller’s other obligations under
this Agreement to be performed after the Closing with respect to any matter other than Seller’s
failure to close the transaction contemplated hereby. City’s right to recover monetary damages
for a pre-Closing default by Seller pursuant to clause (A) of this Section 11.2(a)(iii) shall be
subject to the following additional limitations: (1) City shall be deemed to have waived such
default if City fails to include a cause of action for recovery of damages for such default in its
complaint filed in connection with the specific performance action; and (2) in no event shall City
be entitled to recover monetary damages for any such default unless such default will not be
adequately remedied by the terms of the judgment ordering specific performance (for example, if
the court determines that Seller has failed to remove a monetary lien which Seller is required to
remove pursuant to Section 5.1(a)(i1), City shall be entitled to recover damages on account of
such default only if the judgment for specific performance requires only that Seller convey the
Property to City, and does not require that Seller discharge such lien).

(b)  If Seller defaults on any of its obligations under Section 4.1 or 10.1 and
such default is not known to City as of the Closing, then, subject to subparagraphs (c) and (d)
below, City shall have all of its rights and remedies at law or in equity; provided, however, that,
notwithstanding any provision of this Agreement to the contrary, (i) Seller shall have no liability
to City for such default unless City gives Seller written notice of any claim City may have
against Seller for such default before the expiration of the Survival Period, and (ii) any such
claim which City may have which is not so asserted before the expiration of the Survival Period
shall not be valid or effective, and Seller shall have no liability with respect thereto.

(¢)  Notwithstanding any provision of this Agreement to the contrary, in no
event shall Seller’s liability for any default under this Agreement including liability for breach of
any representations or warranties contained in this Agreement (including, without limitation, in
Section 8.1 above), Seller’s Closing Certification, Seller's Due Diligence Certification or any
Seller’s Lease Certificate (if applicable), or for Seller’s breach of any of its obligations under
Section 4.1 or 10.1 hereof (whether or not such breach of Section 4.1 or 10.01 is known to City
as of the Closing), exceed One Hundred Thousand Dollars ($100,000) in the aggregate.

(d)  Notwithstanding anything herein to the contrary, in no event shall Seller
be liable to City for any indirect, special, consequential or incidental damages (including,
without limitation, damages for lost profits) in connection with this Agreement.

() Termination. Upon the exercise of any right to terminate this Agreement, the Deposit
shall be returned to the City, and each of the parties will be discharged from any further
obligations and liabilities under this Agreement, except for the obligations and liabilities which
have then accrued or that expressly survive such termination under the terms of this Agreement.

12. GENERAL PROVISIONS

12.1 Notices. Any notice, consent or approval required or permitted to be given under
this Agreement shall be in writing and shall be deemed to have been given upon (i) hand
delivery, against receipt, (ii) one (1) ddy after being deposited with a reliable overnight courier
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service, or (iii) two (2) days after being deposited in the United States mail, registered or
certified mail, postage prepaid, return receipt required, and addressed as follows:

City: Real Estate Division
City and County of San Francisco
25 Van Ness Avenue, Suite 400
San Francisco, California 94102
Attn: Director of Property
Re: 555 Selby Street
Facsimile No.: (415) 552-9216

with copy to: Charles Sullivan, Deputy City Attorney
Office of the City Attorney
City Hall, Room 234
1 Dr. Carlton B. Goodlett Place
San Francisco, CA 94102-4682
Re: 555 Selby Street
Facsimile No.: (415) 554-4757

Seller: Selby and Hudson Corporation,
a California Corporation
Edward Scoble
864 Page Street
San Francisco, CA 94117
Phone: 415-609-8770
Email: Edwardscoble@att.net
Facsimile No.: ()

and

Carr McClellan, P.C.
216 Park Road
Burlingame, CA 94010
Attn: Norm Book

‘Phone: (650) 342-9600
Facsimile: (650) 342-7685

TITLE COMPANY: Jennifer Raike
' Old Republic Title Company
275 Battery Street, Suite 1500
San Francisco, CA 94111
Facsimile No.: (415) 397-1099

or to such other address as either party may from time to time specify in writing to the other
upon five (5) days prior written notice in the manner provided above. For convenience of the
parties, copies of notices may also be given by telefacsimile, to the telephone number listed
above, or such other numbers as may be provided from time to time. However, neither party
may give official or binding notice by facsimile. The effective time of a notice shall not be
affected by the receipt, prior to receipt of the original, of a telefacsimile copy of the notice. No
written notice permitted or required by City hereunder shall be deemed effective unless it is

. executed by or on behalf of or at the direction of the City’s Director of Property. Any notice sent
at the direction of the Director of Property shall so state and if so shall be binding upon City.
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12.1a Brokers and Finders

Neither party has had any contact or dealings regarding the Property, or any -
communication in connection with the subject matter of this transaction, through any hcensed
real estate broker or other person who could claim a right to a commission or finder’s fee in
connection with the purchase and sale contemplated herein, with the exception of DTZ,
representing Seller, whose commission, if any is due, shall be the sole responsibility of Seller
pursuant to a separate written agreement with such broker, and City shall have no liability
whatsoever therefor. In the event that any other broker or “finder asserts a claim for a
commission or finder's fee based upon any such contact, dealings or communication, the party
through whom the broker or finder makes his or her claim shall be responsible for such
commission or fee and shall indemnify .and hold harmless the other party from all claims, costs,
and expenses (including, without limitation, reasonable attorneys’ fees and disbursements)
incurred by the indemnified party in defending against the same. The provisions of this Section
12.1a shall survive the Closing.

12.2  Successors and Assigns

This Agreement shall be binding upon, and inure to the benefit of, the parties hereto and
their respective successors, heirs, administrators and assigns. Except in compliance with the
preceding sentence, City may not assign this Agreement to any other party without Seller’s prior
written consent, which consent may be granted, conditioned or denied in Seller’s sole and
absolute discretion. In the event of any assignment of this Agreement by City, (i) City shall not
in any event be released from any of its obligations or liabilities hereunder, including, without
limitation, any obligations which survive the Closing, whether contained in this Agreement or
any document to be delivered by City at the Closing, even if such document is signed by the
assignee of City only; and (ii) City shall indemnify, defend and hold Seller harmless from and
against any claim that the assignee of City may assert against Seller which City itself would be
barred hereunder from asserting against Seller in the absence of such assignment.

12.3 Amendments. Except as otherwise provided herein, this Agreement may be
amended or modified only by a written instrument executed by City and Seller.

12.4  Continuation and Survival of Representations and Warranties

All representations and warranties by the respective parties contained herein or made in
writing pursuant to this Agreement. They shall be deemed to be material, and, together with all
conditions, covenants and indemnities made by the respective parties contained herein or made
in writing pursuant to this Agreement (except as otherwise expressly limited or expanded by the
terms of this Agreement), shall survive the execution and delivery of this Agreement and the
Closing, or, to the extent the context requires, beyond any termination of this Agreement. All
statements contained in any Due Diligence Certification or Closing Certification shall constitute
representations and warranties hereunder.

12,5 Governing Law. This Agreement shall be governed by and construed in
accordance with the laws of the State of California.

12.6 Merger of Prior Agreements. The parties intend that this Agreement (including
all of the attached exhibits and schedules, which are incorporated into this Agreement by
reference) shall be the final expression of their agreement with respect to the subject matter
hereof and thereof and may not be contradicted by evidence of any prior or contemporaneous
oral or written agreements or understandings. The parties further intend that this Agreement
shall constitute the complete and exclusive statement of their respective terms and that no
extrinsic evidence whatsoever (including, without limitation, prior drafts or changes therefrom)
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may be introduced in any judicial, administrative or other legal proceeding involving this
Agreement.

12.7 Parties and Their Agents. The term “Seller” as used herein shall include the
plural as well as the singular. If there is more than one Seller, then the obligations under this
Agreement imposed on Seller shall be joint and several. As used herein, the term “Agents” when
used with respect to either party shall include the agents, employees, officers, contractors and
representatives of such party.

12.8 Approvals. All approvals, consents or other determinations permitted or required
by City hereunder shall be made by or through City’s Director of Property unless otherwise
provided herein, subject to applicable law; provided, however, nothing in this Section 12.10 shall
affect the respective rights and obhgatlons of the parties hereunder.

12.9 Interpretation of Agreement.

The article, section and other headings of this Agreement and the table of contents are for
convenience of reference only and shall not affect the meaning or interpretation of any provision
contained herein. Whenever the context so requires, the use of the singular shall be deemed to
include the plural and vice versa, and each gender reference shall be deemed to include the other
and the neuter. This Agreement has been negotiated at arm's length and between persons
sophisticated and knowledgeable in the matters dealt with herein. In addition, each party has
been represented by experienced and knowledgeable legal counsel. Accordingly, any rule of law
(including California Civil Code section 1654) or legal decision that would require interpretation
of any ambiguities in this Agreement against the party that has drafted it is not applicable and is
waived. The provisions of this Agreement shall be interpreted in a reasonable manner to effect
the purposes of the parties and this Agreement.

12.10 Attorneys’ Fees.

If either party hereto fails to perform any of its respective obligations under this
.Agreement or if any a dispute arises between the parties hereto concerning the meaning or
interpretation of any provision of this Agreement, then the defaulting party or the party not
prevailing in such dispute, as the case may be, shall pay any and all costs and expenses incurred
by the other party on account of such default and/or in enforcing or establishing its rights
hereunder, including, without limitation, court costs and reasonable attorneys’ fees and
disbursements. Any such attorneys’ fees and other expenses incurred by either party in
enforcing a judgment in its favor under this Agreement shall be recoverable separately from and
in addition to any other amount included in such judgment, and such attorneys’ fees obligation is
intended to be severable from the other provisions of this Agreement and to survive and not be
merged into any such judgment.. For purposes of this Agreement, the reasonable fees of
attorneys of City’s Office of 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
City Attorney’s Office.

12.11 Sunshine Ordinance
Seller understands and agrees that under the City’s Sunshine Ordinance (San Francisco
Administrative Code, Chapter 67) and the State Public Records Law (Gov. Code Section 6250

et seq.), this Agreement and any and all records, information, and materials submitted to the City
hereunder public records are subject to public disclosure. Seller hereby acknowledges that the
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City may disclose any records, information and materials submitted to the City in connection
with this Agreement.

12.12 Conflicts of Interest

Through its execution of this Agreement, that it is familiar with the provisions of
Section 15.103 of the San Francisco Charter, Article III, Chapter 2 of City's Campaign and
Governmental Conduct Code, and Section 87100 et seq. and Section 1090 et seq. of the
Government Code of the State of California, and certifies that it does not know of any facts
which would constitute a violation of said provision, and agrees that if Seller becomes aware of
any such fact during the term of this Agreement, Seller shall immediately notify the City.

12.13 Notification of Limitations on Contributions

Through its execution of this Agreement, Seller 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 the 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
individual serves, from making any campaign contribution to (1) the City elective officer,

(2) a candidate for the office held by such individual, or (3) a committee controlled by such
individual or candidate, at any time from the commencement of negotiations for the contract
until the later of either the termination of negotiations for such contract or six months after the
date the contract is approved. Seller 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. Seller further
acknowledges that the prohibition on contributions applies to each Seller; each member of
Seller's board of directors, and Seller’s chief executive officer, chief financial officer and chief
operating officer; any person with an ownership interest of more than twenty percent (20%) in
Seller; any subcontractor listed in the contract; and any committee that is sponsored or controlled
by Seller. Additionally, Seller acknowledges that Seller must inform each of the persons
described in the preceding sentence of the prohibitions contained in Section 1.126. Seller further
agrees to provide to City the names of each person, entity or committee described above.

12.14 Non-Liability of Officials, Employees, Directors, Officers, Stockholdersand
Agents

Notwithstanding anything to the contrary in this Agreement; no elective or appointive
board, commission, member, officer, employee or agent of City shall be personally liable to
Seller, its successors and assigns, in the event of any default or breach by City or for any.amount
which may become due to Seller, its successors and assigns, or for any obligation of City under
this Agreement.

Notwithstanding anything to the contrary in this Agreement, no elective or appointive
board, stockholder, member, officer, employee or agent of Seller shall be personally liable to
City, its successors and assigns, in the event of any default or breach by Seller or for any amount
which may become due to City, its successors and assigns, or for any obligation of Seller under
this Agreement.

12.1S Counterparts
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This Agreement may be executed in two (2) or more counterparts, each of which shall be
deemed an original, but all of which taken together shall constitute one and the same instrument.

12.16 Effective Date

As used herein, the term “Effective Date” shall mean the date on which the City’s Board
of Supervisors and Mayor, in the respective sole discretion of each, shall have enacted a
resolution (and taken such other action as may be required) approving, adopting, and authorizing
this Agreement and the transactions contemplated hereby, following execution of this Agreement
by both parties, and such resolution shall have become effective. City shall provide to Seller
written notice of the Effective Date within ten (10) days of the occurrence of such date.

12.17 - Severability.

If any provision of this Agreement or the application thereof to any person, place, or
circumstance, shall be held by a court of competent jurisdiction to be invalid, unenforceable or
void, the remainder of this Agreement and such provisions as applied to other persons, places
and circumstances shall remain in full force and effect, so long as the essential nature of the
contemplated transaction described herein can be performed.

12.18 City Charter. Seller acknowledges that, to the extent required by California law,
all of the terms of this Agreement shall be governed by and subject to the applicable provisions
of the Charter of the City and County of San Francisco (the “City Charter”); provided, however,
that nothing in this sentence shall be deemed to cause this Agreement to be governed by or
construed in accordance with such provisions of the City Charter in any respect in which this
Agreement would not, as a matter of law, be so governed and construed in the absence of this
sentence. There shall be no obligation for the payment or expenditure of money by City under
this Agreement unless the Controller of the City and County of San Francisco first certifies,
pursuant to Section 3.105 of the Charter, that there is a valid appropriation from which the
expenditure may be made and that unencumbered funds are available from the appropriation to
pay the expenditure. If such written certification is not delivered by City to Seller on or before
the expiration of the Due Diligence Period, Seller may terminate this Agreement by written
notice to City, in which event the Deposit shall be returned to City and neither party shall have
any further obligation hereunder except as otherwise expressly provided herein.

12.19 Agreement Not to Market Prior to Effective Date

Seller agrees that unless and until this Agreement terminates pursuant to its terms, Seller
shall not riegotiate with any other parties pertaining to the sale of the Property and shall not
market the Property to third parties.

12.20 Acceptance of Agreement by Seller; Memorandum of Agreement.

This Agreement shall be null and void unless Seller accepts it and returns to City four (4)
fully executed counterparts hereof on or before 5:00 p.m. San Francisco Time on ,
20 .

Within two (2) days following the Effective Date, Seller shall execute and acknowledge a
memorandum of this Agreement in the form attached hereto as Exhibit T, and deliver such
memorandum to City. Upon receipt, City shall execute and acknowledge the memorandum and
file it for recordation in the Official Records of the County in San Francisco, California. If this
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Agreement terminates, City shall cooperate with Seller in filing and recording a document
eliminating the memorandum as a cloud on title.

12.21 Confidentiality. As to any records or proprietary information delivered by Seller
to City, Seller will clearly designate those financial records which it in good faith determines to
be a trade secret or confidential proprietary information protected from disclosure under
applicable law. To the extent permitted by law, City will maintain the confidentiality of such
financial information as well as any information obtained by City in conducting its investigations
of the Property pursuant to Section 4.1 (including, any information disclosed in any Purchaser
Reports), consistent with City’s general practices for maintaining the confidentiality of such
information, provided however that Seller acknowledges and agrees that City will comply with
applicable public records laws under state and local law, including City’s Sunshine Ordinance,
and that such laws may compel disclosure of some or all of such financial information and/or
information obtained by City in conducting its investigations of the Property pursuant to Section
4.1 (including, any information disclosed in any Purchaser Reports). City will not under any
circumstances be responsible for any damages or losses incurred because of the release of such
financial information and/or information obtained by City in conducting its investigations of the
Property pursuant to Section 4.1 to the extent such release is required by applicable law.

12.23 Unavoidable Delay. Notwithstanding anything to the contrary set forth in this
Agreement, the time or times for performance of any act required hereunder shall be extended in
the event of any Unavoidable Delay as set forth in this Section. -"Unavoidable Delay" shall mean
any delay by reason of acts of God, terror attacks, enemy action, civil commotion, war, riots, or
by any other reason without fault and clearly beyond the reasonable control of the party
obligated to perform and which directly results in a performance delay. In the event of the
occurrence of any such Unavoidable Delay, the time or times for performance of the obligations
of the delayed party, including the Due Diligence Period or the Closing Date as applicable, will
be extended for the period of the delay; provided, however, (i) within five (5) days after the
beginning of any such delay, the delayed party shall have first notified the other party in writing
by fax or hand messenger and by telephone of the cause or causes of such delay and claimed an
extension for the reasonably estimated period of the delay, (ii) the delayed party cannot, through
commercially reasonable efforts, make up for the delay within the time period remaining prior to
the applicable completion date, and (iii) in no event shall the Unavoidable Delay extend beyond
sixty (60) days. Unavoidable Delay shall not apply to monetary obligations.

12.24 Cooperative Drafting. This Agreement has been drafted through a cooperative
effort of both parties, and both parties have had an opportunity to have the Agreement reviewed
and revised by legal counsel. No party shall be considered the drafter of this Agreement, and no
presumption or rule than an ambiguity shall be construed against the party drafting the clause
shall apply to the interpretation or enforcement of this Agreement.

NOTWITHSTANDING ANYTHING TO THE CONTRARY CONTAINED IN THIS
AGREEMENT, SELLER ACKNOWLEDGES AND AGREES THAT NO OFFICER OR
EMPLOYEE OF CITY HAS AUTHORITY TO COMMIT CITY TO THIS AGREEMENT
UNLESS AND UNTIL APPROPRIATE LEGISLATION OF CITY'S BOARD OF
SUPERVISORS SHALL HAVE BEEN DULY ENACTED APPROVING THIS AGREEMENT
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AND AUTHORIZING THE TRANSACTIONS CONTEMPLATED HEREBY. THEREFORE,
ANY OBLIGATIONS OR LIABILITIES OF CITY HEREUNDER ARE CONTINGENT
UPON THE DUE ENACTMENT OF SUCH LEGISLATION, AND THIS AGREEMENT
SHALL BE NULL AND VOID IF CITY'S BOARD OF SUPERVISORS AND MAYOR DO
NOT APPROVE THIS AGREEMENT, IN THEIR RESPECTIVE SOLE DISCRETION
WHICH SHALL OCCUR ONLY AFTER THE COMPLETION OF ALL ENVIRONMENTAL
REVIEWS REQUIRED BY THE CALIFORNIA ENVIRONMENTAL QUALITY ACT.
APPROVAL OF ANY OF THE TRANSACTIONS CONTEMPLATED HEREBY BY ANY
DEPARTMENT, COMMISSION OR AGENCY OF CITY SHALL NOT BE DEEMED TO
IMPLY THAT SUCH LEGISLATION WILL BE ENACTED NOR WILL ANY SUCH
APPROVAL CREATE ANY BINDING OBLIGATIONS ON CITY.
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The parties have duly executed this Agreement as of the respective dates set forth below.

SELLER:

CITY:

APPROVED AS TO FORM:
DENNIS J. HERRERA, City Attorney

By

" Tazel M. Brandt
Deputy City Attorney
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SELBY AND HUDSON CORPORATION,
a California Corporation -

By:

Its:

Date:

CITY AND COUNTY OF SAN FRANCISCO,
a municipal corporation through its Department
of Real Estate

By: ’
John Updike
Director of Property

Date:
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Title Company agrees to act as escrow holder in accordance with the terms of this
Agreement and to execute the Designation Agreement (attached hereto as Exhibit J) and act as
the Reporting Person (as such term is defined in the Designation Agreement). Title Company's
failure to execute below shall not invalidate the Agreement between City and Seller.

TITLE COMPANY:

TITLE INSURANCE COMPANY

By:

Its:

Date:
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EXHIBIT A
REAL PROPERTY DESCRIPTION

All that certain real property located in the City and County of San Francisco, State of
California, described as follows:

[LEGAL DESCRIPTION TO COME FROM PRELIMINARY REPORT]
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EXHIBIT B
PERSONAL PROPERTY DESCRIPTION
[TO COME FROM SELLER]
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EXHIBIT C
GRANT DEED

RECORDING REQUESTED BY AND
WHEN RECORDED RETURN TO:

Director of Property

Real Estate Division

City and County of San Francisco
25 Van Ness Avenue, Suite 400
San Francisco, California 94102

The undersigned hereby declares this

instrument to be exempt from Recording Fees

(FCA Govt. Code § 27383) and Document

- Transfer Tax (CA Rev. & Tax Code 8 11922
and S.F. Bus. & Tax Reg. Code § 1105)

(Space above this line reserved for Recorder’s
use only)

This transaction is exempt from California Documentary Transfer Tax pursuant to Section
[ | of the California Revenue and Taxation Code. This transaction is exempt from
recording fees pursuant to Section | | of the California Government Code.

GRANT DEED
(Assessor’s Parcel No. )

FOR VALUABLE CONSIDERATION, receipt of which is hereby acknowledged, Selby
and Hudson Corporation. (“Grantor”), a California Corporation, , hereby grants to the CITY
AND COUNTY OF SAN FRANCISCO, a municipal corporation, the real property located in
the City and County of San Francisco, State of California, described on Exhibit A attached
hereto and made a part hereof (the “Property”).

TOGETHER WITH all of Grantor’s right, title, and interest, if any, in and to_any and all
rights, privileges and easements incidental or appurtenant to the Property, including, without
limitation, any and all minerals, oil, gas and other hydrocarbon substances on and under the
Property, as well as, to the extent assignable, any and all development rights, air rights, water,
water rights, riparian rights and water stock relating to the Property, and any and all easements,
rights-of-way or other appurtenances used in connection with the beneficial use and enjoyment
of the Property and any and all roads and alleys adjoining or servicing the Property.

[SIGNATURES ON FOLLOWING PAGE]
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This Deed is made and accepted subject to the matters listed on Exhibit B attached hereto and
made a part hereof.

Executed as of this day of ,20

GRANTOR SELBY AND HUDSON CORPORATION,
/ a California corporation

By:

Its:
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State of California )
) ss
County of San Francisco )

On , before me, . , a notary public in and
for said State, personally appeared , Who proved to
me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are subscribed to
the within instrument and acknowledged to me that he/she/they executed the same in
his/het/their authorized capacity(ies), and that by his/her/their signature(s) on the instrument the
person(s), or the entity upon behalf of which the person(s) acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing
paragraph is true and correct.

WITNESS my hand and official seal.

Signature (Seal)
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CERTIFICATE OF ACCEPTANCE

This is to certify that the interest in real property conveyed by this deed from the first
party to , the City and County of San Francisco, is hereby accepted
pursuant to Board of Supervisors' Resolution No. , approved , and the
grantee consents to recordation thereof by its duly authorized officer.

Dated: CITY AND COUNTY OF SAN FRANCISCO

By:
John Updike
Director of Property
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EXHIBIT D
BILL OF SALE

For good and valuable consideration the receipt of which is hereby acknowledged, Selby
and Hudson Corporation., a California Corporation ("Seller"), does hereby sell, transfer and
convey to the CITY AND COUNTY OF SAN FRANCISCO ("Buyer"), without representation
or warranty of any kind or nature, except as expressly provided herein, all personal property
owned by Seller and located on or in or used in connection with the Land and Improvements (as
such terms are defined in that certain Agreement of Purchase and Sale for Real Estate dated as of

,20__, between Seller and Buyer (the “Purchase Agreement”), including,
without limitation, those items described in Schedule 1 attached hereto.

The Personal Property is in a used condition, and Seller is neither a manufacturer, nor
distributor of, nor dealer nor merchant in, said Personal Property. Seller makes no
representations, express or implied, as to the condition or state of repair of the Personal Property,
including warranties of fitness or merchantability, it being expressly understood that the Personal
Property is being sold to Buyer in its present “AS IS, WHERE IS” condition and with all faults.
By acceptance of delivery of the Personal Property, Buyer affirms that it has not relied on
Seller’s skill or judgment to select or furnish said Personal Property for any particular purpose,
and that Seller makes no warranty that said Personal Property is fit for any particular purpose and
that there are no representations or warranties, express, implied or statutory, except that Seller
represents and warrants that Seller has not previously sold or conveyed said Personal Property,
and said Personal Property is free and clear of all encumbrances granted by Seller.

DATED this day of , 20

SELLER: Selby and Hudson Corporation,
a California Corporation

By:

Its:
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EXHIBIT E

ASSIGNMENT OF
WARRANTIES AND GUARANTIES
AND OTHER INTANGIBLE PROPERTY

THIS ASSIGNMENT is made and entered into as of this day of
20, by and between Selby and Hudson Corporation. a California Corporation ("Ass1gnor")
and the CITY AND COUNTY OF SAN FRAN CISCO, a municipal corporation ("Assignee").

FOR GOOD AND VALUABLE CONSIDERATION, the receipt of which is hereby
acknowledged, effective as of the Effective Date (as defined below), Assignor, to the extent
assignable, hereby assigns and transfers to Assignee all of Assignor's right, title, claim and
interest in and under any Intangible Property (as defined in that certain Agreement of Purchase
and Sale for Real Estate dated as of , 20, between Assignor and Assignee
(or Assignee’s predecessor in interest) (the “Purchase Agreement”), including, without
limitation, all warranties and guaranties made by or received from any third party with respect to
any building, building component, structure, system, fixture, machinery, equipment, or material
situated on, contained in any building or other improvement situated on, or comprising a part of
any building or other improvement situated on, any part of that certain real property described in
Exhibit A attached hereto.

ASSIGNOR AND ASSIGNEE FURTHER HEREBY AGREE AND COVENANT AS
FOLLOWS:.

1. Assignor hereby agrees to indemnify Assignee against and hold Assignee
harmless from any and all costs, liabilities, losses, damages or expenses (including, without
limitation, reasonable attorneys' fees), originating prior to the Effective Date (as defined below)
and arising out of the owner's obligations under the Service Contracts.

2. Effective as of the Effective Date (as defined below), Assignee hereby
assumes all of the owner's obligations under the Service Contracts and agrees to indemnify
Assignor against and hold Assignor harmless from any and all costs, liabilities, losses, damages
or expenses (including, without limitation, reasonable attorneys' fees), orlgmatlng on or
subsequent to the Effective Date (as defined below) and arising out of the owner's obligations
under the Service Contracts.

3. In the event of any litigation between Assignor and Assignee arising out of
this Assignment, the losing party shall pay the prevailing party's costs and expenses of such
litigation, including, without limitation, attorneys' fees.

4. This Assignment shall be binding on and inure to the benefit of the parties
hereto, their heirs, executors, administrators, successors in interest and assigns.

5. This Assignment shall be governed by and construed in accordance with
the laws of the State of California.

6. For purposes of this Assignment, the "Effective Date" shall be the date of
the Closing (as defined in the Purchase Agreement).

7. This Assignment may be executed in two (2) or more counterparts, each of

. -which shall be deemed an original, but all of which taken together shall constitute one and the
same instrument.
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[SIGNATURES ON FOLLOWING PAGE]
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IN WITNESS WHEREOQF, the parties have executed this Assignment as of the date first

written above.

ASSIGNOR:

ASSIGNEE:

APPROVED AS TO FORM:
DENNIS J. HERRERA, City Attorney

By:

" Hazel M. Brandt
Deputy City Attorney
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SELBY AND HUDSON CORPORATION,
a California Corporation

By:

Its:

CITY AND COUNTY OF SAN FRANCISCO,
a municipal corporation

By:

John Updike
Director of Property

1975 Galvez v2.doc



EXHIBIT F
ASSIGNMENT AND ASSUMPTION OF LEASE

THIS ASSIGNMENT is made and entered into as of this day of
20, by and between Selby and Hudson Corporation, a California ( Corporation ("Ass1gnor")
and the CITY AND COUNTY OF SAN FRANCISCO, a municipal corporation ("Ass1gnee”)

FOR GOOD AND VALUABLE CONSIDERATION, the receipt of which is hereby
acknowledged, effective as of the Effective Date, (as defined below) Assignor hereby assigns
and transfers to Assignee all of Assignor's right, title, claim and interest in and under that certain
Lease described on Schedule 1 attached hereto.

- ASSIGNOR AND ASSIGNEE FURTHER HEREBY AGREE AND COVENANT AS
FOLLOWS:

1. Assignor represents and warrants that as of the date of the Effective Date the attached

- Schedule 1 includes all of the Leases and occupancy agreements affecting any of the
Property. As of the date hereof and the Effective Date, there are no assignments of or
agreements to assign the Leases to any other party. Effective as of the Effective Date,
Assignor hereby agrees to indemnify Assignee against and hold Assignee harmless from any
and all costs, liabilities, losses, damages or expenses (including, without limitation,
reasonable attorneys’ fees), originating prior to the Effective Date and arising from
Assignor’s failure to perform the landlord’s obligations under the Lease.

2. Effective as of the Effective Date (as defined below), Assignee hereby assumes
all of the landlord's obligations under the Lease and agrees to indemnify Assignor against and
hold Assignor harmless from any and all costs, liabilities, losses, damages or expenses
(including, without limitation, reasonable attorneys' fees) arising out of Assignee’s failure to
perform the landlord’s obligations under the Lease on or subsequent to the Effective Date.

3. Any rental and other payments under the Lease shall be prorated between the
parties as provided in Article 7 of the Agreement of Purchase and Sale for Real Estate between

Assignor, as Seller, and Assignee, as Buyer, dated as of (the
“Purchase Agreement”). ,
4, In the event of any litigation between Assignor and Assignee arising out of this

Assignment, the losing party shall pay the prevailing party’s costs and expenses of such
litigation, including, without limitation, attorneys’ fees.

5. This Assignment shall be binding on and inure to the benefit of the parties hereto,
their heirs, executors, administrators, successors in interest and assigns.

6. This Assignment shall be governed by and construed in accordance with the laws
of the State of California.

7. For purposes of this Assignment, the “Effective Date” shall be the date of the
Closing (as defined in the Purchase Agreement). ,

8. This Assignment may be executed in two (2) or more counterparts, each of which

shall be deemed an original, but all of which taken together shall constitute one and the same
instrument.
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Assignor and Assignee have executed this Assignment as of the day and yéar first written

above.

ASSIGNOR:

- ASSIGNEE:

APPROVED AS TO FORM:
DENNIS J. HERRERA, City Attorney

By:
Hazel M. Brandt
Deputy City Attorney
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SELBY AND HUDSON CORPORATION,
a California Corporation

By:

[NAME]

Its:

CITY AND COUNTY OF SAN FRANCISCO,
a municipal corporation

By:
JOHN UPDIKE
Director of Property
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Schedule 1
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EXHIBIT G
ASSIGNMENT AND ASSUMPTION OF MISCELLANEOUS AGREEMENTS

THIS ASSIGNMENT is made and entered into as of this  day of
20 , by and between Selby and Hudson Corporation. a California c corporation (“Assrgnor”) and
(“Assignee”).

FOR GOOD AND VALUABLE CONSIDERATION, the receipt of which is hereby
acknowledged, effective as of the Effective Date (as defined below), Assignor, to the extent
assignable, hereby assigns and transfers to Assignee all of Assignor’s right, title, claim and
interest in and under those certain agreements described on Schedule 1 attached hereto
(collectively, the “Miscellaneous Agreements™) executed with respect to that certain real
property commonly known as 555 Selby Street, San Francisco, California (the “Property™).

ASSIGNOR AND ASSIGNEE FURTHER HEREBY AGREE AND COVENANT AS
FOLLOWS:

1. Effective as of the Effective Date, Assignor hereby agrees to indemnify Assignee
against and hold Assignee harmless from any and all costs, liabilities, losses, damages or
expenses (including, without limitation, reasonable attorneys’ fees) arising from Assignor’s
failure to perform the owner’s obligations under the Miscellaneous Agreements prior to the
Effective Date.

2. Effective as of the Effective Date, Assignee hereby assumes all of the owner’s
obligations under the Miscellaneous Agreements and agrees to indemnify Assignor against and
hold Assignor harmless from any and all costs, liabilities, losses, damages or expenses
(including, without limitation, reasonable attorneys’ fees) arising from Assignee’s failure to
perform the owner’s obligations under the Mlscellaneous Agreements on or after the Effective
Date.

3. In the event of any litigation between Assignor and Assignee arising out of this
Assignment, the losing party shall pay the prevailing party’s costs and expenses of such
litigation, including, without limitation, attorneys’ fees.

4, This Assignment shall be binding on and inure to the benefit of the parties hereto,
their heirs, executors, administrators, successors in interest and assigns.

5. This Assignment shall be governed by and construed in accordance with the laws
of the State of California.

6. For purposés of this Assignment, the “Effective Date” shall be the date of the
Closing (as defined in the Agreement of Purchase and Sale for Real Estate, dated as of
,200 , between Assignor, as Seller, and Assignee, as Buyer).

7. This Assignment may be executed in two or more counterparts, each of which
shall be deemed an original, but all of which taken together shall constitute one and the same
instrument.
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Assignor and Assignee have executed this Assignment as of the day and year first written

above.
ASSIGNOR:
By:
By:
By:
Name:
Its:
ASSIGNEE:
a
By:
Name:
Title:
APPROVED AS TO FORM:

Dennis J. Herrera, City Attorney

By:

Hazel M. Brandt
Deputy City Attorney
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EXHIBIT H
TENANT’S ESTOPPEL CERTIFICATE
DATE:

TENANT:

PREMISES:

LEASE DATE:

COMMENCEMENT DATE:

EXPIRATION DATE:

TERM IN MONTHS:

DATE RENT AND OPERATING EXPENSE
PARKING:

PAYMENTS ARE DUE:

OPTIONS: Check if you have any of these Extension Option

options or rights, and provide details in

Sections 5 or 9 below. Termination Option
Expansion Option
Purchase Option

CURRENT MONTHLY PAYMENTS:

BASE RENTAL:

TAXES:

OP. EXP. CAP:

Check here if you have rental escalations and provide details in Section 6 below:

SECURITY DEPOSIT:
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THE UNDERSIGNED, AS TENANT OF THE ABOVE REFERENCED PREMISES
(“PREMISES™) UNDER THE LEASE DATED AS OF THE ABOVE-REFERENCED LEASE
DATE, BETWEEN ' (“LANDLORD”)
AND TENANT, HEREBY CERTIFIES, ACKNOWLEDGES AND AGREES FOR THE
BENEFIT OF THE CITY AND COUNTY OF SAN FRANCISCO (“CITY”), AND ITS
ASSIGNEES, AS FOLLOWS:

1. Accuracy. All of the information specified above and elsewhere in this
Certificate is accurate as of the date hereof.

2. Lease. The copy of the Lease attached hereto as Exhibit A is a true and correct
copy of the Lease. The Lease is valid and in full force and effect. The Lease contains all of the
understandings and agreements between Landlord and Tenant and has not been amended,
supplemented or changed by letter agreement or otherwise, except as follows (if none, indicate
so by writing “NONE” below):

3. Premises. The Premises consist of ,and
Tenant does not have any options to expand the Premises except as follows (if none, indicate so
by writing “NONE” below):

4. Acceptance of Premises. Tenant has accepted possession of the Premises and is
currently occupying the Premises. There are no unreimbursed expenses due Tenant including,
but not limited to, capital expense reimbursements.

5. Lease Term. The term of the Lease commenced and will expire on the dates
specified above, subject to the following options to renew or unconditional rights to terminate
the Lease (if none, indicate so by writing "NONE" below):

6. No Defaults/Claims. To Tenant’s knowledge, Landlord is not in default under
any terms of the Lease, nor has any event occurred which with the passage of time (after notice,
if any, required under the Lease) would become an event of default of Landlord under the Lease.
To Tenant’s knowledge, Tenant has no claims, counterclaims, defenses or setoffs against
Landlord arising from the Lease, except those listed below (if none, indicate so by writing
“NONE” below): . Tenant is not entitled to any concession, rebate,
allowance or free rent for any period after this certification, except those listed below (if none,
indicate so by writing “NONE” below):

7. No Advance Payments. No rent has been paid in advance by Tenant except for
the current month’s rent.

8. No Purchase Rights. Tenant has no option to purchase, or right of first refusal to
purchase, the Premises, the Property or any portion thereof (if none, indicate so by writing
“NONE” below): .

0. Notification by Tenant. From the date of this Certificate and continuing until,
Tenant agrees to notify City immediately of the occurrence of any event or the discovery of any
fact that would make any representation contained in this Certificate inaccurate as of the date
hereof or as of any future date.

10.  No Sublease/Assignment. Tenant has not entered into any sublease, assignment
or any other agreement transferring any of its interest in the Lease or the Premises, except those
listed below (if none, indicate so by writing “NONE” below):
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11.  No Notice. Tenant has not received notice of any assignment, hypothecation,
mortgage, or pledge of Landlord's interest in the Lease or the rents or other payments payable
thereunder, except those listed below (if none, indicate so by writing "NONE"
below): .

12. Hazardous Materials. Tenant has not used, treated, stored, disposed of or released
any Hazardous Materials on or about the Premises or the Property. Tenant does not have any
permits, registrations or identification numbers issued by the United States Environmental
Protection Agency or by any state, county, municipal or administrative agencies with respect to
its operation on the Premises, except for any stated below, and except as stated below no such
governmental permits, registrations or identification numbers are required with respect to
Tenant's operations on the Premises. For the purposes hereof, the term "Hazardous Material"
shall mean any material that, because of its quantity, concentration or physical or chemical

- characteristics, is deemed by any federal, state or local governmental authority to pose a present
or potential hazard to human health or safety or to the environment. Hazardous Material
includes, without limitation, any material or substance defined as a "hazardous substance," or
"pollutant” or "contaminant" pursuant to the Comprehensive Environmental Response,
Compensation and Liability Act of 1980 ("CERCLA", also commonly known as the "Superfund"
law), as amended, (42 U.S.C. Section 9601 et seq.) or pursuant to Section 25316 of the
California Health & Safety Code; any "hazardous waste" listed pursuant to Section 25140 of the
California Health & Safety Code; and petroleum, including crude oil or any fraction thereof,
natural gas or natural gas liquids, and "source," "special nuclear" and "by-product" material as
defined in the Atomic Energy Act of 1985, 42 U.S.C. Section 3011 et seq.

13.  Reliance. Tenant recognizes and acknowledges it is making these representations
to City with the intent that City, and any of its assigns, will fully rely on Tenant's representations.

14.  Binding. The provisions hereof shall be binding upon and inure to the benefit of
the successors, assigns, personal representatives and heirs of Tenant and City.

15.  Due Execution and Authorization. The undersigned, and the person(s) executing
this Certificate on behalf of the undersigned, represent and warrant that they are duly authorized
to execute this Certificate on behalf of Tenant and to bind Tenant hereto.

EXECUTED BY TENANT AS OF THIS ~ DAY OF , 20
By: |

[NAME]

[TITLE]

By:

[NAME]

[TITLE]
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EXHIBIT I

CERTIFICATE OF TRANSFEROR
OTHER THAN AN INDIVIDUAL
(FIRPTA Affidavit)

Section 1445 of the Internal Revenue Code provides that a transferee of a United States
real property interest must withhold tax if the transferor is a foreign person. To inform the CITY
AND COUNTY OF SAN FRANCISCO, a municipal corporation, the transferee of certain real
property located in the City and County of San Francisco, California, that withholding of tax is
not required upon the disposition of such U.S. real property interest by Selby and Hudson
Corporation., a California Corporation (“Transferor”), the undersigned hereby certifies the
following on behalf of Transferor:

L Transferor is not a foreign corporation, foreign partnership, foreign trust, or
foreign estate (as those terms are defined in the Internal Revenue Code and Income Tax
Regulations); :

2. Transferor’s U.S. employer identification number is _ ; and

3. Transferor’s office address is

Transferor understands that this certification may be disclosed to the Internal Revenue
Service by the transferee and that any false statement contained herein could be punished by fine,
imprisonment, or both.

Under penalty of petjury, I declare that I have examined this certificate and to the best of my

knowledge and belief it is true, correct and complete, and I further declare that I have authority
to sign this document on behalf of Transferor.

Dated: , 20

On behalf of*

SELBY AND HUDSON CORPORATION,
a California Corporation

By:

Its:
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EXHIBIT J
DESIGNATION AGREEMENT

This DESIGNATION AGREEMENT (the “Agreement”) dated as of
20, is by and between Selby and Hudson Corporation , a California Corporation (“Seller”)
the CITY AND COUNTY OF SAN FRANCISCO, a mumc1pal corporation (“City”), and OLD
REPUBLIC TITLE COMPANY (“Title Company”).

A. Pursuant to that certain Agreement of Purchase and Sale for Real Estate entered
into by and between Seller and Transferee, dated , 20 (the “Purchase
Agreement”), Seller has agreed to sell to Transferee, and Transferee has agreed to purchase from
Seller, certain real property located in City and County of San Francisco, California, more
particularly described in Exhibit A attached hereto (the “Property”). The purchase and sale of
the Property is sometimes herein below referred to below as the “Transaction”).

B. Section 6045(e) of the United States Internal Revenue Code of 1986 and the
regulations promulgated thereunder (collectively, the "Reporting Requirements") require an
information return to be made to the United States Internal Revenue Service, and a statement to
be furnished to Seller, in connection with the Transaction.

C. Pursuant to Subparagraph 6.1 of the Purchase Agreement, an escrow has been
opened with Title Company, Escrow No. _, through which the Transaction
will be or is being accomplished. Title Company is either (i) the person responsible for closing
the Transaction (as described in the Reporting Requirements) or (ii) the disbursing title or escrow
company that is most significant in terms of gross proceeds disbursed in connection with the
Transaction (as described in the Reporting Requirements).

D. Seller, City and Title Company desire to designate Title Company as the
“Reporting Person” (as defined in the “Reporting Requirements™) with respect to the
Transactions.

ACCORDINGLY, for good and valuable consideration, the receipt and adequacy of
which are hereby acknowledged, Seller, City and Title Company agree as follows:

1. Title Company is hereby designated as the Reporting Person for the Transaction.
Title Company shall perform all duties that are required by the Reporting Requirements to be
performed by the Reporting Person for the Transaction.

2. Seller and City shall furnish to Title Company, in a timely manner, any
information requested by Title Company and necessary for Title Company to perform its duties
as Reporting Person for the transaction.

3. Title Company hereby requests Seller to furnish to Title Company Seller's correct
taxpayer identification number. Seller acknowledges that any failure by Seller to provide Title
Company with Seller's correct taxpayer identification number may subject Seller to civil or
criminal penalties imposed by law. Accordingly, Seller hereby certifies to Title Company, under
penalties of perjury, that Seller's correct taxpayer identification number is .
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4. The names and addresses of the parties hereto are as follows:

SELLER: Selby and Hudson Corporation., a California
Corporation
Atin:
Facsimile No.: ( )
CITY: Director of Property.
John Updike

25 Van Ness Avenue, Suite 400
San Francisco, California 94102
Facsimile No.: (415) 552-9216

TITLE COMPANY: Old Republic Title Company
' 275 Battery Street,
Suite1500
San Francisco, CA 94111

Attn: Jennifer Raike
Facsimile No.: (415) 397-1009
Phone No.: (415) 248-7149

5. Each of the parties hereto shall retain this Agreement for a period of four (4) years
following the calendar year during which the date of closing of the Transaction occurs.

[SIGNATURES ON FOLLOWING PAGE]
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IN WITNESS WHEREOF, the parties have entered into this Agreement as of the date and year
first above written.

SELLER: ‘ Selby and Hudson Corporation., a California
Corporation
Attn:
Facsimile No.: (__)
By:
Its:
Date:
CITY: CITY AND COUNTY OF SAN FRANCISCO,
a municipal corporation
By:
JOHN UPDIKE
Director of Property
Date:
Title Company: OLD REPUBLIC TITLE COMPANY
Date:
By:
Its:

40347-00001\iManage\5937625.2 - J3 1975 Galvez v2.doc



EXHIBIT K
SCHEDULE OF LEASES

[See following page.]
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EXHIBIT L
SCHEDULE OF MISCELLANEOUS AGREEMENTS

[See following page.]
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EXHIBIT M
SCHEDULE OF LITIGATION AND NOTICES OF DEFAULT

None.
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EXHIBIT N

ENVIRONMENTAL DISCLOSURE

1. NFA Letter dated July 13,2001

2. Phase I Environmental Site Assessment dated March 9, 2015

3. Phase 11 Soil sample investigation dated June 27, 2001

40347-00001\Manage\5937625.2 N-1 1975 Galvez 2o



EXHIBIT P
FORM OF OWNER’S DECLARATION

The undersigned hereby declares and certifies to Old Republic Title (the “Title
Company™), with respect to that certain real property commonly known as 555 Selby Street,
located in the City and County of San Francisco, California (the “Premises”™), that:

(1)  the undersigned has not entered into any written agreement for any repair, work of -
improvement or materials furnished to the Premises within the last one hundred eighty (180)
days which has not been paid for, and the undersigned has not received any written notice
asserting any currently existing claim based on any such repair, work or materials; and

(2)  tothe actual knowledge of the undersigned, there is no one in possession of the
Premises other than the tenants listed on the Rent Roll attached hereto as Exhibit A.

, This Declaration is given for the purpose of inducing the Title Company to issue its
policy(ies) of title insurance in favor of the City and County of San Francisco or its nominee
(“Transferee™), and its lender, which may provide coverage as to the items mentioned above in
connection with the undersigned’s transfer of the Premises to Transferee on or about the date
hereof.

Dated this day of , 20

By:  Selby and Hudson Corporation.,
a California Corporation

Name:
Title:
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EXHIBIT S
MEMORANDUM OF AGREEMENT

RECORDING REQUESTED BY,
AND WHEN RECORDED, MAIL TO:

Real Estate Department

City and County of San Francisco
25 Van Ness Avenue, Suite 400
San Francisco, CA 94102 ,
Attn: Director of Property FOR RECORDER’S USE ONLY
The undersigned hereby declares this
instrument to be exempt from Recording Fees
(CA Govt. Code § 27383) and Documentary
Transfer Tax (CA Rev. & Tax Code § 11922
and S.F. Bus. & Tax Reg. Code § 1105)

(Space above this line reserved for Recorder’s use only)

MEMORANDUM OF AGREEMENT

THIS MEMORANDUM OF AGREEMENT dated as of ,20 ,isby
and between Selby and Hudson Corporation., a California Corporation (“Seller”) and the CITY
AND COUNTY OF SAN FRANCISCO, a mumc:lpal corporation (“City”™).

1. Seller and City have entered into that certain Purchase and Sale Agreement (the
"Agreement"), dated as of , pursuant to which City has the right to
purchase that certain improved property located at 555 Selby Street, San Francisco, CA
(Assessors Block 5250, Lot 15), as , more
particularly described in Exhibit A (the “Property™).

2. It is anticipated that the Closing Date for the purchase and sale of the Property
shall occur, if at all, on or around [DATE], subject to such extensions as may be permitted in the
Agreement.

3. Seller and City have executed and recorded this Memorandum to give notice of
the Agreement to all third parties thereunder, and all of the terms and conditions of the
Agreement are incorporated herein by reference as if they were fully set forth herein and
reference is made to the Agreement itself for a complete and definitive statement of the rights
and obligations of Seller and City thereunder.

4. This Memorandum o shall not be deemed to modify, alter or amend in any way
the provisions of the Agreement. This Memorandum shall be binding upon, and shall inure to
the benefit of, the parties hereto and their respective legal representatives, successors and
assigns.
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IN WITNESS WHEREOF, the undersigned have executed this Memorandum as of the

date first written above.

SELLER:

. CITY:

40347-00001\IManage\5937625.2

SELBY AND HUDSON CORPORATION,
a California Corporation

By:

Its:

CITY AND COUNTY OF SAN FRANCISCO,
a municipal corporation

By:
John Updike
Director of Property

Date:
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State of California )

) ss
County of San Francisco )
On_ . | , before me, , a notary public in and
for said State, personally appeared _, who proved to

me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are subscribed to
the within instrument and acknowledged to me that he/she/they executed the same in
his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the instrument the
person(s), or the entity upon behalf of which the person(s) acted, executed the instrument.

I certify under PENALTY OF PERTURY under the laws of the State of California that the foregomg
paragraph is true and correct.

WITNESS my hand and official seal.

Signature (Seal)
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State of California )
) ss
County of San Francisco )

On , before me, , a notary public in and
for said State, personally appeared , Who proved to
me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are subscribed to
the within instrument and acknowledged to me that he/she/they executed the same in
his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the instrument the
‘person(s), or the entity upon behalf of which the person(s) acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing
paragraph is true and correct.

WITNESS my hand and official seal.

Signature (Seal)
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SCHEDULE 1

ENERGY DISCLOSURE DOCUMENTS
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AGREEMENT OF PURCHASE AND SALE FOR REAL ESTATE

by and between

W.Y.L. Five Star Service Industries, Inc., a California Corporation,
as Seller

and

CITY AND COUNTY OF SAN FRANCISCO,
as Buyer

For the purchase and sale of

1975 Galvez Avenue, Block 5250, Lot 16
San Francisco, California

DRAFT
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DRAFT

AGREEMENT OF PURCHASE AND SALE FOR REAL ESTATE
(1975 Galvez Avenue, Assessor’s Block 5250, Lot 16, San Francisco)

THIS AGREEMENT OF PURCHASE AND SALE FOR REAL ESTATE (this
"Agreement™) dated for reference purposes only as of November, 2015(“Signing Date™) is by
and between W.Y.L. Five Star Service Industries, Inc., a California Corporation("Seller"), and
the CITY AND COUNTY OF SAN FRANCISCO, a municipal corporation ("Buyer" or "City").

FOR GOOD AND VALUABLE CONSIDERATION, the receipt and sufficiency of
which are hereby acknowledged, and the respective agreements contained herein below, Seller
and City agree as follows:

1. PURCHASE AND SALE

1.1 Property Included in Sale. Seller agrees to sell and convey to City, and City
agrees to purchase from Seller, subject to the terms, covenants and conditions hereinafter set

forth, the following: -

(a) the real property consisting of approximately 48,338 square feet of land,
located in the City and County of San Francisco, commonly known as 1975 Galvez Avenue,
Assessor’s Block 5250, Lot 16 and more particularly described in Exhibit A attached hereto (the

"Land"); :
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(b) all improvements and fixtures located on the Land, including, without
limitation, (i) that certain single-story building including mezzanine level containing
approximately 7,050 square feet of net rentable area and known as 1975 Galvez Avenue (the
“Building™), as well as all other buildings and structures located on the Land, (ii) all of Seller’s
right, title and interest in all fixtures and apparatus directly used in connection with the operation
or occupancy of the Land and its improvements such as heating and air conditioning systems and
facilities used to provide any utility, refrigeration, ventilation, garbage disposal or other services,
and (iii) all on-site parking (collectively, the "Improvements");

(c) all of Seller’s right, title and interest, if any, in and to all rights, privileges, and
easements incidental or appurtenant to the Land or Improvements, including, without limitation,
any and all minerals, oil, gas and other hydrocarbon substances on and under the Land, as well as
any and all development rights, air rights, water, water rights, riparian rights and water stock
relating to the Land, and any and all easements, rights-of-way or other appurtenances used in
connection with the beneficial use and enjoyment of the Land or Improvements, and all roads
and alleys adjoining or servicing the Land or Improvements (collectively, the “Appurtenances”);

(d) all of Seller’s right, title and interest, if any, in and to all personal property or
tangibles located on or in or used in connection with the Land or Improvements as of the Signing
Date, including, without limitation, equipment, appliances, and those items described in
Exhibit B attached hereto; provided, however that the foregoing shall be subject to depletions,
replacements and additions which occur in the ordinary course of Seller’s business operation of
the Property prior to the Closing Date (as defined in Section 6.2 [Closing Date]) and shall
expressly exclude any of the same owned by tenants of the Improvements (such tangible
personal property shall be referred to herein collectively as, the “Personal Property™);

(e) any and all of Seller’s right, title and interest in and to all leases, including
without limitation the lease of Building (the “Blue Line Lease”) affecting the Property that are in
effect as of the Closing Date, to the extent expressly approved by City pursuant to Section 5.1(f)
of this Agréement or otherwise entered into after the Signing Date pursuant to Section 10.3 of
this Agreement (collectively, the “Leases™), any guaranties thereof, and any security deposits and
prepaid rent paid or deposited by tenants under the Leases;

(f) all of Seller’s right, title and interest, if any, in and to those agreements
affecting the Land and the Improvements, other than the Leases, to the extent expressly approved
by City and that City elects to assume pursuant to Section 4.1(f) below, or that are the source of
obligations that City elects to assume pursuant to Section 10.5 below (collectively, the
“Miscellaneous Agreements”);

(g) all of Seller’s right, title and interest, if any, in and to any other assignable
intangible personal property used exclusively in the ownership, use or operation of the Land,
Improvements or Personal Property, including, without limitation, the right to use any trade
name now used exclusively in connection with the Land or Improvements, all licenses, permits
and certificates of occupancy issued by governmental authorities relating to the use maintenance,
occupancy and/or operation of the Property, and all warranties and guaranties made by or
received from any third party with respect to any building, building component, structure,
system, fixture, machinery, equipment, or material situated on, contained in any building or other
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improvement situated on, or comprising a part of any building or other improvement situated on,
any part of the Property (collectively, the “Intangible Property”); and

(b) all books and records relating to tenants, keys, and other materials of any kind
owned by Seller and in the possession or control of Seller, its property manager or asset
manager, which are used in the continuing operation of the Improvements, other than the
Proprietary Material (as defined in Section 5.1(d) below) (collectively, the “Books and
Records™).

All of the items referred to in Subsections (a), (b); (), (d), (e), (), (g) and (h) above are
collectively referred to as the “Property.”

2. PURCHASE PRICE

2.1  Purchase Price. .The total purchase price for the Property is Five Million and
No/100 Dollars ($5,000,000.00) (the "Purchase Price™).

2.2 Payment. On the Closing Date (as defined in Section 6.2 [Closing Date]), City
shall pay the Purchase Price, adjusted pursuant to the provisions of Article 7 [Expenses and
Taxes], and reduced by any credits due City hereunder.

Seller acknowledges and agrees that if Seller fails at Closing to deliver to City the
documents required under items (vi) and (vii) of Sections 6.3(a) [Seller’s Delivery of
Documents], City may be required to withhold a portion of the Purchase Price pursuant to
Section 1445 of the United States Internal Revenue Code of 1986, as amended (the “Federal Tax
Code”), or Sections 18662 and 26131 of the California Revenue and Taxation Code (the “State
Tax Code”). Any amount properly so withheld by City shall be deemed to have been paid by
City as part of the Purchase Price, and Seller’s obligation to consummate the transaction
contemplated herein shall not be excused or otherwise affected thereby.

2.3  Funds. All payments made by any party hereto shall be in legal tender of the
United States of America, by wire transfer of immediately available funds to Stewart title (the
“Title Company™), as escrow agent, arranged through the Title Company’s offices located at 100
Pine Street, Suite 450, San Francisco, CA 94111, Attention: Justin Sommer
(jsommer@stewart.com).

2.4 Personal Property. City and Seller hereby agree that the estimated value of the
Personal Property to be conveyed to City as part of the Property does not exceed Five Thousand
and No/100 Dollars ($5,000.00).

2.5  Intentionally Deleted.
3. TITLE TO THE PROPERTY

3.1 Conveyance of Title to the Property. At the Closing Seller shall convey to City, ,
marketable fee simple title to the Land, the Improvements and the Appurtenances, by duly
executed and acknowledged grant deed in the form attached hereto as Exhibit C (the “Deed”),
Such Deed shall be subject only to the following (the “Accepted Conditions of Title”) (a) general
real estate taxes not yet due or payable as of the date of the Closing; (b) rights of tenants under
the Leases; (c) all title matters relating to the Property that are (i) discoverable during the Due
Diligence Period (as defined below in Section 4.1(a)) by means of an accurate survey or
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inspection of the Property, or (ii) disclosed to City in writing before the Closing, except for
Disapproved Matters (as defined below in Section 5.1(a)(ii)) and Prohibited Title Exceptions (as
defined below in Section 5.1(a)(ii)); (iii) all Disapproved Matters that Seller has not agreed, in
one or more Seller’s Removal Notices (as defined below in Section 5.1(a)(ii)), to cure, except to
the extent, if any, that Seller agrees in one or more Seller’s Removal Notices to cure the same;
and (iv) all other exceptions, if any, that may be created by City or agreed to by City in writing,
including, without limitation, any liens arising from labor, material or services provided at the
request of City in connection with its inspection of the Property pursuant to this Agreement.
Seller’s obligation to cure any Disapproved Matters shall be limited as set forth in Section
5.1(a)(ii), below. '

3.2 Title Insurance. It shall be a condition precedent to City’s obligation to close the
purchase of the Property that Title Company shall be irrevocably committed to issue to City, or
its Nominee, (1) an ALTA extended coverage owner's policy of title insurance (Form B - 1970
amended 4-6-90), or at City’s sole option, a CLTA policy of title insurance (the “Owner Policy”
or “Title Policy”) in the amount of (the "Owner Title Policy Amount") the Purchase Price
(provided that the Title Company shall provide to Seller during the Due Diligence Period
confirmation of its willingness to issue title insurance in the Owner Title Policy Amount),
insuring fee simple and marketable title to the Land, the Appurtenances (to the extent the Title
Company may agree in writing, during the Applicable Period (as defined below), to insure such
Appurtenances), and the Improvements in City or its Nominee, as applicable, free of the rights of
tenants or other occupants (except for the tenants under the Leases, provided such exception is
limited to the interest of such tenants as tenants only without any rights or options to purchase
any of the Property), and all other exceptions, liens and encumbrances except solely for the
Accepted Conditions of Title pursuant to Sections 3.1 and 5.1(a) of this Agreement, and (ii) an
ALTA extended coverage policy, or at City’s sole option, a CLTA policy. The Title Policy shall
provide full coverage against mechanics’ and materialmen’s liens arising out of the construction,
repair or alteration of any of the Property (except for any liens arising from labor, material or
services provided at the request of City in connection with its inspection of the Property pursuant
to this Agreement, shall not contain any exclusion from coverage for creditor's rights or
bankruptcy, and shall contain an affirmative endorsement (Form CLTA 100 or equivalent ALTA
endorsement) that there are no violations of restrictive covenants, if any, affecting the Property,
and such special endorsements as City may reasonably request and as the Title Company may
agree in writing, during the Applicable Period (as defined below), to issue at the Closing. As
used in this Section 3.2, “Applicable Period” means (i) prior to the Closing, with respect to any
Newly Disclosed Title Matter (as defined in Section 5.1(a)(ii) below), or (ii) during the Due
Diligence Period, with respect to any other matter. If requested by City, the Title Policy shall
also provide for reinsurance with direct access with such companies and in such amounts as City
may reasonably request, and the Title Company may agree in writing, during the Due Diligence
Period, to provide at the Closing. All costs of Title Insurance shall be paid by City.

3.3 Bill of Sale. At the Closing Seller shall transfer title to the Personal Property, if any,
by bill of sale in the form attached hereto as Exhibit D (the “Bill of Sale”), such title to be free of

any liens, encumbrances or interests created by Seller, except for the Accepted Conditions of
Title.
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3.4 Assignment of Intangibles. At the Closing Seller shall transfer title to the
Intangible Property by, an assignment of Intangible Property in the form attached hereto as
Exhibit E (the “Assignment of Intangible Property™).

3.3  Assignment of Leases.
At the Closing Seller shall transfer its title to the Leases by an assignment of leases in the form
- attached hereto as Exhibit F (the “Assignment of Leases”™), such title to be free of any liens,
encumbrances or interests created by Seller, except for the Accepted Conditions of Title.
4. BUYER’S DUE DILIGENCE INVESTIGATIONS
4.1  Due Diligence
(a) As used herein, “Due Diligence Period” shall mean the period commencing on the

Effective Date and expiring thirty (30) days thereafter, and the term “Due Diligence Expiration
Date” shall mean 4

(b) Within fifteen (15) days after the Effective Date, Seller covenants to deliver to
City all of the Documents (as defined in Section 5.1(d), below), the Financial Statements (as
defined in Section 5.1(e), below), and the Lease Documents (as defined in Section 5.1(f), below)
pertaining to the condition and operation of the Property, to the extent such documents exist and
are in the possession or control of Seller, its property manager or its asset manager. Seller
further agrees to promptly deliver to City any such Documents thereafter discovered, created or
received by Seller, its property manager or its asset manager (each, a “Newly Discovered
Document”), and the parties agree that if any such Newly Discovered Document is first delivered
to City later than ten (10) days before the expiration of the Due Diligence Period, then the Due
Diligence Period shall be extended until the date that is ten (10) days after the date of such
delivery. If a Newly Discovered Document is discovered after the Due Diligence Period, then
the Due Diligence Period shall be extended but only for purposes of the City's review and
consideration of such Newly Discovered Document, for a-period of ten (10) days after the City's
receipt of such Newly Discovered Document. City shall provide to Seller copies of any reports
or surveys related to the physical condition of the Property obtained by City during its due
diligence (the “Purchaser Reports™); provided, however, City shall have no obligation to cause
any such tests, reports or studies to be performed on the Property, and City makes no
representation or warranty regarding the truth or accuracy of, and shall have no liability as a
result of having provided, such Purchaser Reports. In the event that this Agreement is
terminated for any reason, City shall promptly return to Seller the originals of all Documents,
Financial Statements and Lease Documents previously delivered to City by or on behalf of
Seller.

(¢c)  After the Effective Date and continuing until the expiration of the Due Diligence
Period, Seller shall afford City and its Agents reasonable access to the Property, subject to the
rights of tenants under leases, at all reasonable times during Seller’s normal business hours, upon
not less than twenty-four (24) hours prior oral or written notice (or such longer period as may be
required for Seller to comply with the terms of any Leases, in the case of access to any portion of
the Property which is subject to any Lease), for the purposes of investigating the Property, either
independently or through City’s Agents, to satisfy City with respect to the representations,
warranties and covenants of Seller contained herein and the satisfaction of City’s Conditions
Precedent (as defined in Section 5.1, below), including, without limitation, such appraisals,
inspections, tests, audits, verlﬁcatlons inventories, investigations and other due diligence
regarding the economic, physical, environmental, title and legal conditions of the Property as
City deems proper in its sole discretion, as well as the suitability of the Property for City's
intended uses; PROVIDED, HOWEVER, THAT NOTWITHSTANDING ANYTHING TO THE
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CONTRARY CONTAINED HEREIN, CITY SHALL NOT MAKE ANY INVASIVE
TESTING ON OR ABOUT THE PROPERTY OR UNDERTAKE ANY ACT WHICH WILL
CAUSE DAMAGE TO THE PROPERTY WITHOUT OBTAINING THE PRIOR WRITTEN
CONSENT OF SELLER WHICH CONSENT SHALL NOT BE UNREASONABLY
WITHHELD. City will be responsible at its sole expense for performing or arranging any
investigations of the Property it elects in its sole discretion to undertake. City shall conduct such
entries and any inspections in connection therewith so as to minimize, to the extent commercially
reasonable, disruption at the Property or interference with Seller’s business or with its tenants
and in accordance with all applicable laws and otherwise in a manner reasonably acceptable to
Seller. Seller shall have the option to have an agent or employee accompany City at all times
during its investigation or inspection of the Property. Buyer shall have no right to make inquiries
of tenants without Seller’s prior consent, which may be conditioned upon an agent or employee
of Seller accompanying City and its agents or representatives during such inquiries.

(d) Seller hereby irrevocably authorizes City and its Agents (as defined in Section
12.9, below) to make all inquiries with and applications to any regulatory authority with
jurisdiction over the Property as City may reasonably require to complete its due diligence
investigations on the Property; provided, however, that no such inquiry or application shall be
made prior to the Effective Date and no such application shall impact Seller’s ownership of or
title to the Property in the event the Closing fails to occur.

(e) City, at its sole expense, shall repair any and all damage resulting from any of the
tests, studies, inspections and investigations performed by or on behalf of City that are permitted
under this Section 4.1, and City hereby agrees to indemnify and hold Seller, the partners,
members, trustees, shareholders, directors, officers and agents of Seller, any party owning a
direct or indirect interest in Seller, the affiliates of Seller, and the partners, members, trustees,
shareholders, directors, officers, employees, and agents of each of the foregoing parties
(collectively, the “Seller-Related Parties™) harmless from any damage or injury to persons or
property, and all third party claims, and costs and expenses related thereto, including without
limitation reasonable attorney’s fees, incurred as a result of investigations of the Property by City
or its Agents that are permitted under this Section 4.1. Without limiting the generality of the
foregoing, City shall remove any mechanic’s or other lien which may be recorded against the
Property by any party providing labor, materials or services at the request of City. The foregoing
repair obligation and indemnity shall not include any damage or injury to the extent the same
results from the gross negligence or willful misconduct of Seller or from any pre-existing
environmental condition of the Property, except and only to the extent that such environmental
condition is exacerbated by City’s entry and/or investigation (provided, however, that nothing in
this sentence shall affect the rights, obligations or remedies of the parties under subparagraph (c)
above).

® City shall notify Seller in writing not later than the expiration of the Due
Diligence Period if it desires to receive an assignment of, and to assume Seller’s rights and
obligations under, any agreements pertaining to the Property (other than the Leases and other
agreements constituting Accepted Conditions of Title), which notice shall specify the agreements
to be assigned and assumed. Except for the agreements set forth in such notice, and except for
agreements to be assigned to and assumed by City pursuant to any other provisions hereof (such
_ as Leases and other agreements constituting Accepted Conditions of Title), Seller shall
terminate, at no cost or liability to City all other agreements pertaining to the Property by the
Closing Date. Notwithstanding anything herein to the contrary, Seller shall terminate before the
Closing, at no cost or liability to City, all management agreements affecting the Property.

4.2  City’s Right to Terminate.
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Notwithstanding anything in this Agreement to the contrary, City may terminate this
Agreement by written notice to Seller at any time before the expiration of the Due Diligence
Period. Upon any such termination, neither City nor Seller shall have any further rights or
obligations hereunder, except as otherwise expressly provided herein. This Section 4.2 is subject
to, and shall not serve to modify or limit, any right or remedy of City arising under Section 5.1,
City's Conditions to Closing, or any other provision of this Agreement; provided, however, that
any matters which, under the terms of Section 5.1 below, City is entitled to approve or
disapprove during the Due Diligence Period shall be deemed to have been approved by City
during the Due Diligence Period if City elects not to terminate this Agreement pursuant to this
Section 4.2.

43  Energy Consumption

City acknowledges and agrees that Seller delivered the Disclosure Summary Sheet,
Statement of Energy Performance, Data Checklist, and Facility Summary (all as defined in the
California Code of Regulations, Title 20, Division 2, Chapter 4, Article 9, Section 1680) for the
Property, copies of which are attached as Schedule 1 to this Agreement, no less than 24 hours
prior to City’s execution of this Agreement.

5. CITY’S CONDITIONS TO CLOSING |
5.1  City’s Conditions to Closing

The following are conditions precedent to City's obligation to purchase the Property
(collectively, “City’s Conditions Precedent™):

(a) City shall have reviewed and approved title to the Property, as follows:

(1) Within fifteen (15) days after the Effective Date, Seller
shall deliver to City a preliminary report on the Real Property, to be issued by Title Company,
accompanied by copies of all documents referred to in the report (collectively, the “Preliminary
Report”); and

(ii) Within fifteen (15) days after the later of City’s receipt of
the Preliminary Report (the “Title Documents™) (the “Title Review Period”), City shall designate
to Seller in writing any exceptions to title that City approves or disapproves (any such
disapproved matters shall be referred to herein as the “Disapproved Matters”). City’s failure to
so advise Seller in writing within such period shall be deemed disapproval of title. Seller shall
have fifteen (15) days after receipt of City’s notice of Disapproved Matters to notify City in
writing (“Seller’s Removal Notice”) as to what, if any, curative action Seller agrees to undertake
in order to cure any Disapproved Matters at or prior to Closing, provided that Seller shall be
obligated to remove all Prohibited Title Exceptions. As used herein, “Prohibited Title
Exceptions” means all liens of any other deeds of trust or security documents created by Seller
and reflected in the Preliminary Report, and any other liens or encumbrances against the
Property that are knowingly and intentionally created by Seller after the effective date of the
Preliminary Report (excluding only those mechanic’s liens arising from construction activities
by or on behalf of tenants of the Property). In the event Seller does not provide the Seller’s
Removal Notice to City within said fifteen (15) day period, Seller shall be deemed to have
elected not to cure the Disapproved Matters. If Seller gives such Seller’s Removal Notice to
City electing not to cure any of the Disapproved Matters, or if Seller is deemed to have made
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such election, then Seller shall not be in default and City shall have - fifteen (15)days to elect to
proceed with the purchase subject to the Disapproved Matters (except to the extent that Seller
may have agreed in such Seller’s Removal Notice to take action to cure the same and to the
extent Seller is obligated to cure Prohibited Title Exceptions) or to terminate this Agreement
without any liability on the part of Seller. If City fails to give Seller notice of its election within
such fifteen (15) days, City shall be deemed to have elected to terminate this Agreement. If
Seller gives Seller’s Removal Notice and agrees therein to take any action to cure any
Disapproved Matter and fails to take such action, or if Seller fails to remove any Prohibited Title
Exceptions, in either case prior to the Closing, and City is unwilling to take title subject thereto,
Seller shall be in default, and City shall have the rights and remedies provided in Section 11.2,
below. If any title matter affecting the Property is first disclosed to City after the expiration of
the Title Review Period (each, a “Newly Discovered Title Matter”), City shall have five (5) days
in which to give Seller written notice approving or disapproving of such Newly Discovered Title
Matter. If City fails to give such notice within such time period, City shall be deemed to have
disapproved such Newly Discovered Title Matter. If such disapproval notice is timely given, or
if City is deemed to have disapproved such Newly Discovered Title Matter, then such matter
shall become a Disapproved Matter and Seller shall have five (5) days in which to deliver to City
a Seller’s Removal Notice relating thereto. The foregoing provisions of this Section 5.1(a)(ii)
relating generally to Disapproved Matters shall apply to each Newly Discovered Title Matter,
except that (x) each fifteen (15) day notice period otherwise applicable to such Newly
Discovered Title Matter shall be reduced to five (5) days, (y) if necessary, the Closing shall be
extended to permit the completion of the notice and election procedure described above, subject
however to any timing constraints related to the successful issuance, delivery and sale of the
Certificates of Participation, and (z) if Seller delivers a Seller’s Removal Notice relating to such
Newly Discovered Title Matter and City does not elect to terminate this Agreement, the Closing
shall be extended to allow Seller a reasonable time (not to exceed sixty (60) days) from the date
of such Seller’s Removal Notice in order to complete any curative action required thereby.

(ii1) City may at its option arrange for an "as-built" survey of
the Real Property and Improvements prepared by a licensed surveyor (the "Survey"). Such
survey shall be acceptable to, and certified to, City and Title Company and in sufficient detail to
provide the basis for and the Title Policy without boundary, encroachment or survey exceptions.

(b) City’s review pursuant to Section 4.1 (c) and approval pursuant to Section 4.2,
within the Due Diligence Period, of the physical and environmental conditions of the Property,
including, without limitation, structural, mechanical, electrical and other physical conditions of

the Property. Such review may include an examination for the presence or absence of any
Hazardous Material (as defined in Section 8.1¢(h) (i1) below).

(c) City’s review pursuant to Section 4.1 (c) and approval pursuant to Section 4.2
within the Due Diligence Period, of the compliance of the Property with all applicable laws,
regulations, permits and approvals.

_ (d) City’s review pursuant to Section 4.1 (c) and approval pursuant to Section
4.2, within the Due Diligence Period, of (i) the following documents, all to the extent such -
documents exist and are in the possession or control of any Seller, its property manager or its
asset manager: structural calculations for the Improvements; site plans; digital copies of the as-
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built plans and specifications for the Improvements and measurements of the Building; recent
inspection reports by Seller’s engineers; (ii) the following contracts and documents, all to the
extent such documents are currently obligations of Seller: service contracts; utility contracts;
maintenance contracts; employment contracts, management contracts; brokerage and leasing
commission agreements which may continue after Closing; (iit) certificates of occupancy for all
current tenancies; (iv) presently effective warranties or guaranties received by Seller from any
contractors, subcontractors, suppliers or materialmen in connection with any construction, repair
or alteration of the Improvements or any tenant improvements; (v) current certificates of
insurance with respect to policies of insurance of tenants at the Property and certificates of
insurance for carriers insuring the Property, as well as any information or reports relative to the
claims history of the Property; (vi) any environmental reports, studies, surveys, tests and '
assessments; soils and geotechnical reports, including without limitation, any reports relating to
the presence of asbestos or asbestos containing materials located at the Property; and (viii) and
any other contracts or documents necessary for the operation of the Property or which will be
binding on the Property after the Closing (collectively, the "Documents"). The Documents shall
not include any Proprietary Materials of Seller. As used herein, the “Proprietary Materials” shall
mean any material which, in Seller’s reasonable good faith opinion, constitutes a part of Seller’s
unrelated business operations or Seller’s financial records (not including operating budgets for
the Property), or which is not required for the operation of the Improvements following the
Closing in the reasonable judgment of Seller (other than documents relating to the legal,
physical, or environmental condition of the Property), or which Seller is prohibited by contract or
applicable law from delivering to City (other than documents consisting of correspondence or
notices to and from tenants of the Property or documents relating to the physical or
environmental condition of the Property), including without limitation, appraisals and other
information concerning the valuation of the Property, internal communications of Seller,
communications with real estate brokers or other third parties concerning the sale of the
Property, and all information subject to attorney-client or work product privilege or to
confidentiality restrictions in favor of any third party.

(e) City’s review pursuant to Section 4.1 (c) and approval pursuant to Section 4.2
within the Due Diligence Period, of any income and expense statements, year-end financial and
monthly operating statements for the Property for years 2013, 2014, and 2015, that may be in the
possession or control of Seller or its property manager or asset manager (collectively, the
“Financial Statements™).

(f) City’s review pursuant to Section 4.1 (c¢) and approval pursuant to Section 4.2,
within the Due Diligence Period:_or, if applicable, in accordance with the terms and conditions of
Section 10.3 below, of the following documents, all to the extent such documents exist and are in
the possession or control of Seller or its property manager or asset manager: (i) all existing and
pending leases and other occupancy agreements affecting the Property, (ii) current tenant
correspondence files, and (iii) a current rent roll for the Property, prepared by Seller (without
warranty as to accuracy or completeness)_and listing for each tenant the name, location of leased
premises, amount of security deposit and rent paid more than thirty (30) days in advance, lease
commencement date,-defaults and lease termination date, (collectively, the “Lease Documents™).

(g) Seller’s obtaining and delivering to City, before the Closing Date, tenant
estoppel certificates from any and all tenants under any and all leases at the Property. Such
certificates shall be substantially in the form attached hereto as Exhibit H. Each tenant estoppel
certificate (i) shall be dated.not earlier than forty-five (45) days before the Closing Date, (ii) shall .
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be consistent in all material respects with the terms of the applicable Lease as previously
delivered to City, (iii) shall disclose no material defaults or alleged material defaults by Seller
under such Lease, and (iv) in City’s reasonable judgment, shall be substantially consistent with
the materials disclosed to City pursuant to Section 4.1(b) above. Seller shall be required to use
only commercially reasonable efforts (and in no event shall Seller be required to declare any
tenant in default or commence legal action against any tenant) in order to obtain such tenant
estoppel certificates. To the extent Seller is unable, despite its such commercially reasonable
efforts, to obtain estoppel certificates from Blue Line or other such tenants in possession of the
Property or as City may specify, Seller shall deliver to City a certificate (each, a “Seller’s Lease
Certificate”) representing and warranting to City, with respect to such tenants , as of the date of
such certificate: (A) that the Leases for such tenants are in full force and effect; (B) the amount
of such tenant’s security deposit; (C) the date through which rent has been paid; and (D) that
neither Seller nor Seller’s knowledge, such tenants are in default under such Lease. City may
accept such Seller’s Lease Certificates in lieu of any such missing estoppel certificate. The
representations and warranties in the Seller’s Lease Certificates shall survive the Closing,
provided that each such Seller’s Lease Certificate shall terminate upon Seller’s delivery to City
of a tenant estoppel executed by the applicable tenant in the form required by this subparagraph,
and shall further be subject to the limitations set forth in Sections 11.2(c) and 11.2(d) below.

(h) Seller shall not be in material default in the performance of any covenant or
agreement to be performed by Seller under this Agreement, and all of Seller’s representations
and warranties contained in Section 8.1, below shall have been true and correct in all material
respects as of the Signing Date, and those made pursuant to any Seller Lease Certificate shall
have been true and correct when made, except in each case, as disclosed in the Due Diligence
Information (as defined below). In addltlon at the Closmg Seller shall deliver to City a
certificate (“Seller’s Closing Certification™) certlfymg that each of Seller's representations and
warranties contained in Section 8.1 [Representations and Warranties of Seller] below are true
and correct as of the Closing Date. Seller’s Closing Certification shall not contain any material
exceptions or qualifications that were not disclosed in the Due Diligence Information. As used
herein, “Due Diligence Information” means all information (1) disclosed in the Documents or
other materials provided to_City, by Seller or otherwise, during the Due Diligence Period in
connection with City’s review of matters pertaining to the Property pursuant to this Agreement,
including any title report or survey made available to City and/or matters disclosed within the
Seller's Due Diligence Certification (as defined in and delivered pursuant to Section 8.4 below),
or (ii) otherwise actually known to City (as defined in Section 8.5, below) as of the expiration of
the Due Diligence Period.

(i) _As of the Closing Date, there shall have occurred no material adverse change
in the physical condition of the Property since the expiration of the Due Diligence Period,
reasonable wear and tear and loss by casualty excepted (subject to the provisions of Article 9
[Risk of Loss and Possession]).

() Title Company shall be committed at the Closing to issue to City, the Owner
Title Policy as provided in Section 3.2 [Title Insurance], in the amount of the Owner Title Policy
Amount, subject only to the Accepted Conditions of Title, together with the title endorsements
prov1ded in said Section 3.2.

- (k) City’s review and approval, within the Due Diligence Period, of the
Miscellaneous Agreements pursuant to Section 4.1(f).

() City’s review and approval, within the Due Diligence Period, of a schedule of

any employees employed by Seller in the operation of the Property, if any, setting forth name,
salary, contract terms and other pertinent information with respect to each employee. Seller
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agrees to terminate at Closing any such employees if so requested by City, without any liability
to City.

(m)City's Mayor and the Board of Supervisors, in the respective sole discretion of
each, shall have enacted a resolution (and taken such other action as may be required)
approving, adopting and authorizing this Agreement and the transactions contemplated hereby,
and such resolution shall have become effective on or before the expiration of the Due Diligence
Period.

(n) Seller shall have deposited the items described in Section 6.3(a) below
[Seller’s Delivery of Documents] into escrow at or before 1:00 p.m. on the day occurring at least
five (5) business days before the Closing Date (except as otherwise provided in such Section
6.3(a) below).

(o) Within two (2) days after the Effective Date, Seller shall deliver to City a
Natural Hazard Disclosure Statement by JCP-LGS Disclosures (or similar company) for the
Property as required under California law. City acknowledges that the Natural Hazard
Disclosure Statement shall be based solely on the information contained in the report or reports
attached thereto, and Seller shall have no liability for any inaccuracy in such reports. Inno event
shall such Natural Hazard Disclosure Statement or any such report be deemed a representanon or
warranty of Seller or impose any liability or obligation on Seller.

. (p) This Agreement shall not have been terminated in accordance with its terms.

The City’s Conditions Precedent contained in the foregoing subparagraphs (a) through
(p) are solely for the benefit of City. If any of the City’s Conditions Precedent are not satisfied,
City shall have the right in its sole discretion either to waive in writing the City’s Condition
Precedent in question and proceed with the purchase or, in the alternative, terminate this
Agreement, provided that the City’s Conditions Precedent described in item (m) above may not
be waived. Except as otherwise provided herein, the waiver of any of the City’s Conditions
Precedent shall not relieve Seller of any liability or obligation with respect to any representation,
warranty, covenant or agreement of Seller. Without limiting Section 4.2 above, if, by the end of
the Due Diligence Period, City does not approve in writing or waive City’s Conditions Precedent
set forth in subparagraphs 5.1(b)-(g), (k), and (1) above by electing not to terminate this
Agreement pursuant to Section 4.2 above, then this Agreement shall automatically terminate as
provided in Section 4.2 above. In addition, the parties shall have the right, but not the obligation,
to agree, each in its sole and absolute discretion, to extend the Closing Date, for a reasonable
period of time as agreed by the parties, to allow such City’s Conditions Precedent to be satisfied,;
provided however, if such conditions are not satisfied at the expiration of _such extension period,
City shall have the right to waive in writing such conditions and proceed with the purchase or, in
the alternative, terminate this Agreement. In each case where. City has the right pursuant to this
paragraph to waive in writing one or more of City’s Conditions Precedent or terminate this
Agreement at or before a specified time, City shall be deemed to have terminated this Agreement
if City fails to deliver written notice to Seller-waiving such condition(s) before such time.

- In the event the sale of the Property is not consummated because of a default under this
Agreement on the part of Seller, City shall have the remedies set forth below in Section 11.2.

5.2 Seller’s Conditions to Closing. The following are conditions precedent to Seller’s
obligation to convey the Property (collectively, “Seller’s Conditions Precedent™).
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(a) The Effective Date shall have occurred on or before the date that is forty five (45)
days after the Signing Date (subject to any extension mutually agreed upon in writing).

(b) City shall not be in material default in the performance of any covenant or agreement
to be performed by City under this Agreement, and all of City’s representations and warranties
contained in Section 8.5 below shall have been true and correct in all material respects as of the
Signing Date, and shall be true and correct in all material respects as of the Closing Date.

(c) City shall have deposited the items described in Section 6.4 below [City’s Delivery of
Documents and Funds] into escrow at or before 1:00 p.m. on the date occurring at least two (2)
business days before the Closing Date, except for City’s delivery of the Purchase Price which
shall occur on or before 10:00 a.m. San Francisco time on the Closing Date.

(d) This Agreement shall not have been terminated in accordance with its terms.

The Seller’s Conditions Precedent contained in the foregoing subparagraphs (a) through (d) are
solely for the benefit of Seller. If any of the Seller’s Conditions Precedent is not satisfied, Seller
shall have the right in its sole discretion either to waive in writing the Seller’s Condition
Precedent in question and proceed with the conveyance or, in the alternative, terminate this
Agreement. The waiver of any of the Seller’s Conditions Precedent shall not relieve City of any
liability or obligation with respect to any representation, warranty, covenant or agreement of

City.

In the event the sale of the Property is not consummated because of a default under this
Agreement on the part of City, Seller shall have the remedies set forth below in Section 11.1.

6. ESCROW AND CLOSING

6.1  Opening of Escrow. Within three (3) business days after the Effective Date, the
parties shall open escrow by depositing an executed counterpart of this Agreement with Title
Company, and this Agreement shall serve as instructions to Title Company as the escrow holder
for consummation of the purchase and sale contemplated hereby. Seller and City agree to
execute such additional or supplementary instructions as may be appropriate to enable the
escrow holder to comply with the terms of this Agreement and close the transaction; provided,
however, that in the event of any conflict between the provisions of this Agreement and any
additional supplementary instructions, the terms of this Agreement shall control.

6.2  Closing Date

The consummation of the purchase and sale contemplated hereby (the “Closing™) shall be
held and (except as otherwise provided in Sections 6.3 and 6.4, below)_delivery of all items to be
made at the Closing under the terms of this Agreement shall be made at the offices of Title
Company located at Fidelity National Title Company, 601 California Street, Suite 1501,

San Francisco, California 94108, within thirty (30) days after the Effective Date of this
Agreement, or on such earlier or later date as City and Seller may mutually agree in writing (the
“Closing Date™), subject to the provisions of Sections 5.1 and 5.2. The Closing shall occur no
later than 10:00 A.M. San Francisco time on the Closing Date. The Closing Date may not be
extended without the prior written approval of both Seller and City, except as otherwise
expressly provided in this Agreement. In the event the Closing does not occur on or before the
Closing Date, Title Company shall, unless it is notified by both parties to the contrary within
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five (5) days after the Closing Date, return to the depositor thereof items which may have been
deposited hereunder. Any such return shall not, however, limit the provisions hereof or
otherwise relieve either party hereto of any liability it may have for its wrongful failure to close.

6.3 1031 Exchange

City is aware that Seller intends to perform an IRC Section 1031 tax deferred exchange.
Seller requests City’s reasonable cooperation in such an exchange and agrees to hold City
harmless from any and all claims, costs, liabilities, or delays in time resulting from such an
“exchange. City agrees to reasonably cooperate and to execute such documentation as may be
reasonably required in connection therewith, subject however to any and all applicable
governmental approvals; and provided that City shall not be obligated to incur any additional
cost, expense or liability related thereto, or to accept any title to or interest in any other real
property; and provided further that, in no event shall Closing be delayed in connection with any
election by Seller to transfer the Property in connection with a 1031 Tax deferred transaction,
except that the parties agree that Seller shall have a one-time right, by delivering prior written
notice to City by no later than fifteen (15) days prior to the existing Closing Date, to unilaterally
extend the Closing Date by up to thirty (30) days.

In connection with any such 1031 Tax-Free transaction, Seller acknowledges and agrees
that: (a) Seller shall rely solely upon advice from its counsel or advisors, and (b) City has not,
and shall not provide any advice, information or representation of any kind or nature related to
such transaction.

- 6.4 Seller’s Delivery of Documents
(2) At or before 1:00 p.m. on the date occurring at least two (2) business days
before the Closing Date, or at such later date as may be indicated below for any specific item,
Seller shall deposit into escrow for delivery at Closing to City, through escrow, the following:
(1) a duly executed and acknowledged Deed;
(i)  aduly executed Bill of Sale;:
(iii)  four duly executed counterparts of the Assignment of Leases;
(iv) a duly executed Assignment of Intangible Property;

(v)  four duly executed counterparts of the Assignment of Miscellaneous
Agreements, if required under Section 3.6, above;

_ (Vi) a properly executed affidavit pursuant to Section 1445(b)(2) of the Federal
Tax Code in the form attached hereto as Exhibit I, and on which City is entitled to rely, that
Seller is not a “foreign person” within the meaning of Section 1445(f)(3) of the Federal Tax
Code; ' '

(vil) aproperly executed California Franchise Tax Board Form 590 certifying
that Seller is a California resident if Seller is an individual or that Seller has a permanent place of
business in California or is qualified to do business in California if Seller is a corporation or
other evidence satisfactory to City that Seller is exempt from the withholding requirements of
Sections 18662 and 26131 of the State Tax Code;

(viii) such resolutions, authorizations, or other partnership documents or
agreements relating to Seller and its partners as City or the Title Company may reasonably

13 1975 Galvez PSA vs.doc



DRAFT

require to demonstrate the authority of Seller to enter into this Agreement and consummate the
transactions contemplated hereby, and such proof of the power and authority of the individuals
executing any documents or other instruments on behalf of Seller to act for and bind Seller;

(ix)  Seller’s Closing Certification (as defined in Section 5.1(g), above);

(ix) aduly executed owner’s declaration substantially in the form
attached hereto as Exhibit P.

(b) In conjunction with the Closing Date, Seller shall, to the extent such
documents exist and are in the possession or control of any of Seller, its property manager or
other Agents, deliver to City, outside of escrow, the following:

) originals of the as-built plans and specifications for the
Improvements, Documents, Books and Records, Leases, Miscellaneous Agreements and
any other items (other than Proprietary Materials) relating to the ownership or operation
of the Property not previously delivered to City (all of which must be delivered to City
within five (5) days after the Closing Date); and

(i)  all keys to the Property and Improvements located thereon.
The provisions of Section 6.3(b) shall survive the Closing.
6.5  City’s Delivery of Documents and Funds.

At or before 1:00 p.m. on the date occurring at least two (2) business days before the
Closing, Date, or such later date as may be indicated below for any specific item, City, at least
two (2) business days prior to such date, shall deposit the following into escrow for delivery to
the Seller:

(a) an acceptance of the Deed executed by City’s Director of Property;
(b) four duly executed counterparts of the Assignment of Leases;

(c) four duly executed counterparts of the Assignment of Miscellaneous
Agreements, if required under Section 3.6, above; and

-(d) The Purchase Price, as provided in Article 2 hereof shall be delivered into
escrow on the Closing Date. '

6.6 Other Documents

Seller and City shall each deposit such other instruments as are reasonably required by
Title Company as escrow holder or otherwise required to close the escrow and consummate the
purchase of the Property in accordance with the terms hereof] provided, however, that no such
instrument shall increase the obligations or diminish the rights of Seller or City under this
Agreement or under any of the documents required hereunder to be delivered at Closing by
Seller or City, respectively. Without limiting the foregoing, Seller and City shall each deposit an
agreement (the “Designation Agreement”) designating Title Company as the “Reporting Person”
for the transaction pursuant to Section 6045(e) of the Federal Tax Code and the regulations
promulgated thereunder, and executed by Seller, City and Title Company. The Designation
Agreement shall be substantially in the form attached hereto as Exhibit [I] and, in any event,
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shall comply with the requirements of Section 6045(e) of the Federal Tax Code and the
regulations promulgated thereunder.

6.7  Liquidated Damages

In the event the sale of the Property contemplated hereby is not consummated solely
because of a default under this Agreement on the part of City, then City agrees to pay to Seller
the sum of Ten Dollars ($10.00) as liquidated damages. The parties have agreed that Seller's
actual damages, in the event of a default by City, would be extremely difficult or impracticable
to determine. THEREFORE, BY PLACING THEIR INITIALS BELOW, THE PARTIES
ACKNOWLEDGE THAT THE DEPOSIT HAS BEEN AGREED UPON, AFTER
NEGOTIATION, AS THE PARTIES' REASONABLE ESTIMATE OF SELLER'S DAMAGES
AND AS SELLER'S EXCLUSIVE REMEDY AGAINST CITY, AT LAW OR IN EQUITY, IN
THE EVENT OF A DEFAULT UNDER THIS AGREEMENT ON THE PART OF CITY.

INITIALS:  Seller City
7. EXPENSES AND TAXES

7.1  Rent and Other Apportionments
(a) Preparation of Prorations.

At least ten (10) days before the Closing Date, Seller shall prepare and deliver, or cause
the escrow holder to prepare and deliver, to City an unaudited statement for the Property (the
“Preliminary Proration Statement”) showing prorations for the items set forth below, calculated
as of 12:01 a.m. on the Closing Date, on the basis of a 365-day year. City and its representatives
and auditors shall be afforded reasonable access to Seller’s books and records with respect to the
Property and Seller’s work papers pertaining to the Preliminary Proration Statement to confirm
the accuracy of the Preliminary Proration Statement. City and Seller shall agree upon any
adjustments to be made to the Preliminary Proration Statement before the Closing, and at the
Closing, City or Seller, as applicable, shall receive a credit equal to the net amount due City or
Seller, as applicable, pursuant to the Preliminary Proration Statement as finally agreed upon by
City and Seller. The items to be covered by the Preliminary Proration Statement are as follows:

1 rents (which shall be prorated on a cash basis; provided, however, that rents
payable by the City and County of San Francisco shall be prorated on an accrual basis);

(i)  escalation charges for real estate taxes, parking charges, marketing fund charges,
operating expenses, maintenance escalation rents or charges, cost-of-living increases or other
charges of a similar nature, if any, and any additional charges and expenses payable under the
Leases (but only to the extent collected before the Closing Date); provided that if any of the
foregoing are not finally adjusted between the landlord and tenant under any Lease until after the
preparation of the Preliminary Proration Statement then proration of such items shall be subject
to adjustment pursuant to Section 7.7 below;

(i)  non-delinquent real property taxes and assessments for the tax year of the
Closing; provided that if the real property tax assessment for the fiscal year in which the Closing
occurs has not been issued as of the Closing Date, real property taxes shall be prorated based on
the most recent assessed value of the Property, multiplied by the current tax rate, and such tax
proration shall be subject to adjustment pursuant to Section 7.6 below; general real estate taxes
payable for all tax years prior to the year of the Closing shall be paid by Seller in full at or before
Closing;
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(iv)  any Special Taxes payable with respect to any Mello-Roos Community Facilities
District, and any unpaid interest (only) on any improvement bonds which are a lien on the

Property;
(v)  water, sewer and utility charges;

(vi)  subject to Section 10.5 below, amounts payable under the Miscellaneous
Agreements;

(vil) permits, licenses and/or inspection fees (calculated on the basis of the period
covered), but only to the extent transferred to City; and

(viii) any other expenses normal to the operation and maintenance of the Property.
(b) Principles of Prorations; Collections and Payments

Subject to the prorations to be made pursuant to this Article 7 and the terms of this
Section 7.1(b), after the Closing City shall use reasonable efforts to collect all revenues and pay
all expenses with respect to the Property, even if such revenues and expenses relate to periods
before the Closing. Seller agrees to cooperate with City by endorsing (without recourse) in favor
of City any checks which may be received after the Closing, but which are made payable to
Seller (or its affiliates). City shall use reasonable efforts consistent with prudent business .
practices to collect rents or other amounts payable under the Leases (collectively, “Arrearages™)
that (i) were delinquent as of the Closing Date and relate to a period before the Closing, or (ii)
otherwise are or become payable with respect to a period before the Closing; provided, however,
that City shall have no obligation to deliver any notice to pay rent or quit the premises, pursue
termination of any lease, or commence legal remedies or action against any tenant. To the extent
such Arrearages are collected by City, City may deduct from the amount owed to Seller an
amount equal to the out-of-pocket third-party collection costs (including attorneys’ fees and
costs) actually incurred by City in collecting such Arrearages due to Seller. Subject to the
foregoing sentence, any rent or other payment collected after the Closing from any tenant which
owed any Arrearages shall be applied first, to such tenant’s unpaid monetary obligations under
the applicable Lease with respect to any periods from the Closing Date through the end of the
month in which such payment is made (or, if such tenant is permitted under its Lease to pay rent
in arrears, then through the end of the month immediately preceding the month in which such
payment is made), in such order as City may elect, until such monetary obligations have been
paid in full; any remaining amount of such payment shall be paid over to Seller, for application
against such tenant’s Arrearages, in such order as Seller may elect, until such Arrearages have
been paid in full; and any remaining amount of such payment shall be retained by City for
application against such Tenant’s future obligations under the applicable Lease. In addition,
Seller shall be entitled to a refund of any utility, municipality or other deposit relating to the
Property made by Seller (to the extent such utility, municipality or other party provides such
refund), and City shall reasonably cooperate to supply directly to any such utility, municipality
or other party such replacement deposit as shall be required for Seller to obtain such refund.

7.2 Security Deposits
At the Closing, Seller shall assign and deliver to City all prepaid rent, security deposits,
letters of credit and other collateral given by any Tenants to Seller or any of its affiliates or

predecessors-in-interest pursuant to any of the Leases, less any portions thereof applied in
accordance with the respective Lease (together with a statement regarding such applications).
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7.3  Leasing Costs

Except as provided in Section 10.4, below, Seller shall pay all Commissions and Tenant
Improvement Costs (as defined below), if any, related to any existing Leases and any Lease
executed on or before the Closing (including, without limitation, Commissions attributable to
expansion or extension options which are not exercised until after the Closing). City shall be
entitled to a credit against the Purchase Price for any prepaid rent, free rent, operating expense
abatements, or other unexpired concessions under any Leases to the extent they apply to any
period after the Closing. In the event that Seller enters into a new Lease during the Term, or
extends or modifies any existing Lease, and City consents to such new Lease or such extension
or modification, then the payments and credits for the Commissions and Tenant Improvement
Costs shall be divided as set forth in Section 10.4. As used herein, “Commissions” means, with
respect to any Lease, leasing commissions incurred with respect thereto. As used herein,
“Tenant Improvement Costs” means, with respect to any Lease, tenant improvement costs
(including without limitation, architectural and soft costs) incurred with respect thereto.

7.4  Post Closing Adjustments.

Notwithstanding anything to the contrary contained in this Axticle 7, (i) if the amount of
the real property taxes and assessments payable with respect to the Property for any period
before Closing is determined to be more than the amount of such real property taxes and
assessments that is prorated herein (in the case of the current year) or that was paid by Seller (in
the case of any prior year), due to a reassessment of the value of the Property or otherwise, Seller
and City shall promptly adjust the proration of such real property taxes and assessments after the
determination of such amounts, and Seller shall pay to City any increase in the amount of such
real property taxes and assessments applicable to any period before Closing; provided, however,
that Seller shall not be required to pay to City any portion of such increase that is payable by
tenants under their respective Leases; and (ii) if the amount of the real property taxes and
assessments payable with respect to the Property for any period before Closing is determined to
be less than the amount of such real property taxes and assessments that is prorated herein (in the
case of the current year) or that was paid by Seller (in the case of any prior year), due to an
appeal of the taxes by Seller, a reassessment of the value of the Property or otherwise, Seller and
City shall promptly adjust the proration of such real property taxes and assessments after the
determination of such amounts, and (a) City shall pay to Seller any refund received by City
representing such a decrease in the amount of such real property taxes and assessments
applicable to any period before Closing; provided, however, that City shall not be required to pay
to Seller any portion of such refund which is payable to tenants under their respective Leases;
and (b) Seller shall be entitled to retain any refund received by Seller representing such a
decrease in the amount of such real property taxes and assessments applicable to any period
before Closing; provided, however, that Seller shall pay to City that portion of any such refund
that is payable to tenants under their respective Leases. Each party shall give notice to the other
party of any adjustment of the amount of the real property taxes and assessments payable with
respect to the Property for any period before Closing within thirty (30) days after receiving
notice of any such adjustment.

7.5  Post Closing Reconciliation.
(a) Certain Delayed Prorations. If any tenants are required to pay percentage

- rents, escalation charges for real estate taxes, parking charges, marketing fund charges, operating
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expenses, maintenance escalation rents or charges, cost-of-living increases or other charges of a
similar nature (“Additional Rents™), then, with respect to those Additional Rents which are not
finally adjusted between the landlord and any tenant under any Lease until after the preparation
of the Preliminary Proration Statement pursuant to Sections 7.1(a) and 7.1(b) above, City shall
submit to Seller, no later than thirty (30) days after final adjustment of such amounts with such
tenants, a supplemental statement for the Property (a “Supplemental Proration Statement™)
covering any such Additional Rents or any other items which have been finally adjusted between
City and such tenants, containing a calculation of the prorations of such Additional Rents and
such other items, prepared based on the principles set forth in Sections 7.1(a) and 7.1(b) above,
provided that in making such adjustment, the parties shall exclude any Additional Rents arising
from increased real property taxes for the Property to the extent such increase results from City’s
purchase of the Property. In order to enable City to make any year-end reconciliations of
Additional Rents with tenants, within sixty (60) days after the Closing and upon written request
by City, Seller shall deliver to City a final statement of all operating expenses for the Property
which are actually paid by Seller and permitted to be passed through to tenants pursuant to the
terms of each tenant’s respective Lease, with respect to that portion of the calendar year in which
the Closing occurs (the “Closing Year”) which precedes the Closing (“Seller’s Closing Year
Actual Operating Expenses”™), together with copies of all documentation evidencing Seller’s
Closing Year Actual Operating Expenses, including copies of third-party invoices and copies of
Seller’s books and records applicable thereto.

(b) Audit Rights for Supplemental Proration Statements. Seller and its
representatives and auditors shall be afforded the opportunity, at Seller’s sole cost and expense,
to review all underlying financial records and work papers pertaining to the preparation of all
Supplemental Proration Statements, and City shall permit Seller and its representatives and
auditors to have full access to the books and records in the possession of City or any party to
whom City has given custody of the same relating to the Property to permit Seller to review the
Supplemental Proration Statements. Any Supplemental Proration Statement prepared by City
shall be final and binding for purposes of this Agreement unless Seller shall give written notice
to City of disagreement with the prorations contained therein within sixty (60) days following
Seller’s receipt of such Supplemental Proration Statement, specifying in reasonable detail the
nature and extent of such disagreement. If City and Seller are unable to resolve any
disagreement with respect to any Supplemental Proration Statement within ten (10) business
days following receipt by City of the notice referred to above, either party may pursue any
remedy available for the resolution of such dispute.

(c) Payments for Adjustments. Any net credit due Seller or City, as the case
may be, shall be paid to Seller or City, as the case may be, within seventy-five (75) days after the
delivery of a Supplemental Proration Statement to Seller, unless Seller approves any such
statement before the expiration of the applicable sixty (60) day period provided in Section 7.5(b)
above, in which case such payment shall be made within fifteen (15) days after Seller notifies
City of such approval, or unless Seller notifies City of a disagreement with respect to any such
statement as provided in Section 7.5(b) above, in which case such payment (less a hold back
sufficient to cover the amount of the disagreement) shall be made within fifteen (15) days after
Seller notifies City of such disagreement, and any further payment due after such disagreement is
resolved shall be paid within fifteen (15) days after the resolution of such disagreement.
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7.6  Closing Costs. City shall pay the premium for the Title Policy and the cost of the
endorsements thereto, escrow and recording fees, and any documentary and property transfer
taxes applicable to the sale. City shall pay the cost of the Survey and the cost of any sales taxes,
if any on the Personal Property, and Seller shall be responsible for complying with any bulk sales
laws applicable to the Sale. Seller shall be responsible for all costs (including without limitation,
any prepayment fees, penalties or other charges) incurred in connection with the removal of any
Prohibited Title Exceptions. Any other costs and charges of the escrow for the sale not
otherwise provided for in this Section 7.8 or elsewhere in this Agreement shall be allocated in
accordance with the closing customs for San Francisco County, as determined by Title
Company.

7.7 Survival. The provisions of this Article 7 shall survive the Closing.
8. REPRESENTATIONS AND WARRANTIES

8.1  Representations and Warranties of Seller. Seller represents and warrants to
and covenants with City as follows:

(a) To Seller’s knowledge, any and all copies of the Leases, Miscellaneous
Agreements, and Documents furnished to City pursuant to Section 4.1(b) are true and correct
copies thereof.

(b) The Schedule of Leases attached hereto as Exhibit K and made a part hereof
contains a complete and accurate list, and the Lease Documents include true and correct copies,
of all current leases and occupancy agreements that were entered into by Seller, or to Seller’s
knowledge, by any predecessor in interest of Seller, and will bind the Property following the
Closing..

(c) The Schedule of Miscellaneous Agreements attached hereto as Exhibit L and
made a part hereof contains a complete-and accurate list, and the Documents include true and
correct copies, of all agreements, other than the Leases and other agreements constituting
Accepted Conditions of Title, that were entered into by Seller, or to Seller’ knowledge, by any
predecessor in interest of Seller, and will bind the Property following the Closing.

(d) To Seller’s knowledge, except as disclosed on Exhibit M attached hereto and
made a part hereof, Seller has not received any written notice of any pending or threatened
proceeding relating to any condemnation of all or any portion of the Property, by any
governmental or quasi-governmental agency other than City, which would have a material
adverse effect on the use, operation or value of the Property. Without limiting the foregoing, to
Seller’s knowledge, except as disclosed on Exhibit M attached hereto and made a part hereof,
Seller has not received any written notice from any tenant under any Lease or from any
counterparty to any Miscellaneous Agreement alleging that Seller is in material default
thereunder, nor has Seller sent to any tenant under any Lease or to any counterparty to any
Miscellaneous Agreement any written notice alleging that such tenant or such counterparty is in
material default thereunder, unless in each case such alleged default has been cured.

(e) To Seller’s knowledge, except as disclosed on Exhibit M attached hereto and
made a part hereof, Seller has not received any written notice of pending or threatened litigation
that would have a material and adverse effect on the use, operation or value of the Property or
the ability of Seller to perform its obligations under this Agreement.

(f) Seller has not granted any option or right of first refusal or first opportunity to
any third party to acquire any fee interest in any of the Property which right or option is either
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superior to the rights granted to City in this Agreement or would be in effect or enforceable
following the transfer of the Property to City at Closing.

‘ (g) Seller is duly organized and validly existing under the laws of the State of
California and is in good standing under the laws of the State of California; this Agreement and
all documents executed by Seller which are to be delivered to City at the Closing are, or at the
Closing will be, duly authorized, executed and delivered by Seller, are, or at the Closing will be,
legal, valid and binding obligations of Seller, enforceable against Seller in accordance with their
respective terms, and do not, and at the Closing will not, violate any provision of any agreement
or judicial order to which Seller is a party or to which Seller or, to Seller’s knowledge, the
Property is subject.

(h) Seller represents and warrants to City that it has not been suspended,
disciplined or disbarred by, or prohibited from contracting with, any federal, state or local
governmental agency. In the event Seller has been so suspended, disbarred, disciplined or
prohibited from contracting with any governmental agency, it shall immediately notify the City
of same and the reasons therefore together with any relevant facts or information requested by
City. Any such suspension, debarment, discipline or prohibition may result in the termination or
suspension of this Agreement.

(i) Seller knows of no facts nor has Seller failed to disclose any material fact that
would prevent City from using and operating the Property after Closing in the normal manner in
which it is intended.

() Seller hereby represents and warrants to and covenants with City that the
following statements are true and correct and will be true and correct as of the Closing Date:
(1) during Seller’s ownership, the Seller has not received any written notice from any
governmental authority having jurisdiction that the Property is in violation of any applicable
law, ordinance or regulation, including, without limitation, any Environmental Laws, which
remains uncured and which could reasonably have a material adverse effect on the operation of
the Property following the Closing; (ii) during Seller’s ownership of the Property, the Property
has not been used in any manner for the manufacture, use, storage, discharge, deposit,
transportation or disposal of any Hazardous Material, except as described in Schedule 1 ("Seller's
Environmental Disclosure"); (iii) during Seller’s ownership of the Property there has been no
Release of any Hazardous Material in, on, or under the Property; and (iv) the reports, studies,
assessments, investigations and other materials to be made available to City for its review
pursuant to Section 4.1(b), above, constitute all written materials in the possession, custody or
control of Seller or its property manager relating to the presence of Hazardous Materials at, on or
under the Property, and the compliance of the Property with Environmental Laws; provided that,
without limiting any other provision hereof, Seller makes no representation or warranty as to
whether City is entitled to rely on any such reports, studies, assessments, investigations or other
materials, and if City desires to rely on the same, City shall be responsible for obtaining, at its
sole cost and expense, written permission from the preparer of any such items. As used herein,
the following terms shall have the meanings below:

® “Environmental Laws” shall mean any present or future federal,
state or local laws, ordinances, regulations or policies relating to Hazardous Material (including,
without hmltatlon their use, handhng, transportation, production, disposal, discharge or storage)
or to health and safety, industrial hygiene or environmental conditions in, on, under or about the
Property, including, without limitation, soil, air and groundwater conditions.

(1)  “Hazardous Material” shall mean any material that, because of its

quantity, concentration or physical or chemical characteristics, is deemed by any federal, state or
local governmental authority to pose a present or potential hazard to human health or safety or to
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the environment. Hazardous Material includes, without limitation, any material or substance
defined as a “hazardous substance,” or “pollutant” or “contaminant” pursuant to the

~ Comprehensive Environmental Response, Compensation and Liability Act of 1980 (“CERCLA”,
also commonly known as the “Superfund” law), as amended, (42 U.S.C. Sections 9601 et seq.)
or pursuant to Section 25281 of the California Health & Safety Code; any “hazardous waste”
listed pursuant to Section 25140 of the California Health & Safety Code; any asbestos and
asbestos containing materials whether or not such materials are part of the structure of the
Improvements or are naturally occurring substances on or about the Property; petroleum,
including crude oil or any fraction thereof, natural gas or natural gas liquids; and “source,”
“special nuclear” and “by-product” material as defined in the Atomic Energy Act of 1985, 42
U.S.C. Sections 3011, et seq.. Notwithstanding the foregoing, Hazardous Materials shall not
include any ordinary office and janitorial supplies which are used, stored and disposed of in
customary quantities and in accordance with applicable Environmental Laws.

(i)  “Release” when used with respect to Hazardous Material shall
include any actual or imminent spilling, leaking, pumping, pouring, emitting, emptying,
discharging, injecting, escaping, leaching, dumping, or disposing into or inside any of the
improvements, or in, on, under the Property. Release shall include, without limitation, "release”

as defined in Section 101 of the Comprehensive Environmental Response Compensatlon and
Liability Act (42 U.S.C. §9601)

(k) At the time of Closmg there will be no outstanding written or oral contracts
made by Seller for any of the Improvements that have not been fully paid for, and Seller shall
cause to be discharged all mechanics' or materialmen's liens arising from any labor or materials
furnished to the Property prior to the time of Closing. There are no obligations in connection
with the Property which will be binding upon City after Closing except for the matters which are

-set forth in the Preliminary Report and except for the Leases and Assumed Contracts.

(1) Seller is not a “foreign person” within the meaning of Section 1445(f)(3) of
the Federal Tax Code.

(m) There are no free rent, operating expense abatements, incomplete tenant
improvements, rebates, allowances, or other unexpired concessions (collectively referred to as
"Offsets") or any termination, extension, cancellation or expansion rights under any existing or
pending Leases (with the exception of those summarized in Schedule 2 attached hereto); and all
of the Leases are absolutely net (including the full pass-through of management fees), except for
replacement of major capital items, such as roof, foundation and structural components. Seller
~ has paid in full any of landlord's leasing costs incurred by Seller in connection with any tenant
improvements.

(n) No brokerage or similar fee is due or unpaid by Seller with respect to any
Lease. No brokerage or similar fee shall be due or payable on account of the exercise of, without
limitation, any renewal, extension or expansion options arising under any Leases.

(o) The copies of the Leases delivered by Seller to City on or before the
commencement of the Due Diligence Period contain all of the information pertaining to any
rights of any parties to occupy the Property, including, without limitation, all information
regarding any rent concessions, over-standard tenant improvement allowances or other
inducements to lease. None of the tenants of the Property have indicated to Seller either orally or
in writing its intent to terminate its respective Lease prior to expiration of the respective term of
such Lease.
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(p) Seller is familiar with the provisions of Sections 15.103 of the San Francisco
Charter, Article III, Chapter 2 of City's Campaign and Governmental Conduct Code, and Section
1090 et. seq. of the California Government Code (the “Provisions™), all of which relate to
prohibited conflicts of interest in connection with government contracts, and certifies that it does
not know of any facts which would constitute a violation of said provision, and agrees that if
Seller becomes aware of any such fact during the term of this Agreement, Seller shall
immediately notify the City ‘

8.2 Third-Party Claims.

. If (a) Seller breaches one or more of its representations, warranties or covenants
hereunder, and (b) under the provisions of this Agreement other than this Section 8.2, Seller has
liability to City for such breach, and (c) a third party asserts a claim for monetary or other relief
against City based on the facts giving rise to such breach, then Seller, on behalf of itself and its
successors and assigns, shall indemnify, defend and hold harmless City, its Agents and their
respective successors and assigns (the “City-Related Parties”) from and against such third-party
claim; provided, however, that (x) if, under the provisions of this Agreement other than this
Section 8.2, a survival period exists such that Seller would have no liability to City for such
breach if City were to fail to give Seller written notice of its claim asserting such liability before
the expiration of such survival period, then Seller shall have no obligation to indemnify, defend
or hold harmless the City-Related Parties from or against such third-party claim unless City
receives specific written notice of such claim from such third party and tenders such notice to
Seller before the expiration of such survival period, and (y) if, under the provisions of this
Agreement (other than this Section 8.2), Seller’s liability for such breach is subject to any dollar
limitation set forth in Section 11.2 hereof, then Seller’s obligation to indemnify, defend and hold
harmless the City-Related Parties from and against such third-party claim shall also be subject to
such dollar limitation (with the cost of performing such obligation to be aggregated with all other
liability that is subject to such dollar limitation).

8.3  Seller’s Knowledge.As used in this Agreement or in any documents delivered
pursuant hereto, the phrases “to Seller’s knowledge” or “known to Seller” (or similar words)
shall mean that the representation or warranty (or other provision) qualified by any of such
phrases is made without investigation of the matters stated therein and is based solely on the
actual knowledge of the Managing Person (as defined below), as such actual knowledge exists
on the relevant date, provided, that if the individual who is the Managing Persons on the relevant
date was not the Managing Person throughout the entire period from and including the Signing
Date until and including the relevant date, then, in addition, the actual knowledge of any other
individual who was the Managing Person during such period, as such actual knowledge existed
on the last day on which such individual was the Managing Person. As used herein, “Managing
Person” means the individual charged with primary responsibility for the oversight of the
operation of the Property. Seller hereby represents that as of the Signing Date James Lew is the
Managing Person.

8.4  As-Is.Except as expressly set forth in Section 8.1 [Representations and Warranties
of Seller] above, in Seller’s Closing Certification, or in any Lease Certificates, City specifically
acknowledges and agrees that Seller is selling and City is purchasing the Property on an “AS IS
WITH ALL FAULTS” basis and that City is not relying on any representations or warranties of
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any kind whatsoever, express or implied, from Seller as to any matter concerning the Property,
including, without limitation: (i) the quality, nature, adequacy and physical condition and aspects
of the Property, including, but not limited to, the structural elements, seismic aspects of the
Property, foundation, appurtenances, access, landscaping, parking facilities and the electrical,
mechanical, plumbing, sewage, and utility systems, facilities and appliances, or the square
footage of the Property, (ii) the quality, nature, adequacy, and physical condition of soils,
geology and any groundwater, (iii) the existence, quality, nature, adequacy and physical
condition of utilities serving the Property, (iv) the development potential of the Property, and the
Property’s use, habitability, merchantability, or fitness, suitability, value or adequacy of the
Property for any particular purpose, (v) the zoning or other legal status of the Property or any

~ other public or private restrictions on use of the Property, (vi) the compliance of the Property or
its operation with any applicable codes, laws, regulations, statutes, ordinances, covenants,
conditions and restrictions of any governmental or quasi-governmental entity or of any other
person or entity, (vii) the presence of Hazardous Materials on, under or about the Property or the
adjoining or neighboring property, (viii) any documents or agreements affecting the Property, or
(1x) the value or economics of the operation or income potential of the Property.

8.5  Survival of and Limitations on Seller’s Representations and Warranties.

All representations and warranties contained in Section 8.1, above shall be deemed to be
qualified by the Due Diligence Information (as defined in Section 5.1(g) above). All
representations and warranties of Seller set forth in Section 8.1, above, are made as of the
Effective Date. Seller shall use good faith efforts to promptly notify City in writing, at any time
prior to the Closing, if Seller becomes aware of any change in fact or circumstance that would
render any of the representations or warranties of Seller set forth in Section 8.1, above, to be
false or misleading in any material respect. In addition, as of the Closing Date, Seller shall
provide City with a Seller's Closing Certification (as defined in Section 5.1(g) above) regarding
the accuracy of such representations and warranties as of such date, including any exceptions or
qualifications thereto as of such date. Seller shall have no liability to City as a result of any
exceptions or qualifications to such representations and warranties set forth in Seller’s Closing
Certification, except as otherwise set forth in Section 11.2, below; provided, however, Seller
acknowledges and agrees that if the Seller’s Closing Certification contains any qualifications or
exceptions that were not disclosed in the Due Diligence Information, City’s Condition Precedent
set forth in Section 5.1(g) shall not be satisfied, and City also shall have the right to terminate
this Agreement pursuant to the second-to-last paragraph of Section 5.1. In the event City has
actual knowledge prior to the Closing that any of the representations or warranties set forth in
Section 8.1, above, was not true as of the Effective Date, or that any of representations contained
in either Seller's Closing Certification will not be true as of the Closing Date, and City
nonetheless proceeds with the purchase of the Property, then, except as otherwise set forth in
Section 11.2, below, City shall have no claim for breach of such representation or warranty.
Except as otherwise provided in the immediately preceding sentence, the representations and
warranties of Seller set forth in Section 8.1, above and in Seller’s Closing Certification, are all
qualified by the Due Diligence Information and shall survive the Closing for a period of twelve
(12) months from and after the Closing Date (the “Survival Period”); provided, however, that
City must give Seller written notice of any claim City may have against Seller for breach of any
such representations and warranties before the expiration of the Survival Period, and any such
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claim which City may have which is not so asserted prior to the expiration of the Survival Period
shall not be valid or effective, and Seller shall have no liability with respect thereto.

8.6  Representations and Warranties of City. City represents and warrants to and
covenants with Seller as follows:

(a) Upon the Effective Date, this Agreement will be, and at the Closing all
documents executed by City which are to be delivered to Seller at the Closing (i) will be duly
authorized, executed and delivered by City, pursuant to a resolution adopted by the City's Board
of Supervisors and approved by the Mayor.

(b) As used in this Agreement or in any documents delivered pursuant hereto, the
phrases “to City’s knowledge” or “known to City” or “City has actual knowledge” (or similar
words) shall mean that the representation or warranty (or other provision) qualified by any of
such phrases is made without investigation of the matters stated therein and is based solely on (1)
the actual knowledge of the Real Property Officer and the Director of Property (as defined
below), as such actual knowledge exists on the relevant date, provided, that if the individual who
is the Real Property Officer or the Director of Property on the relevant date was not the Real
Property Officer or the Director of Property throughout the entire period from and including the
Signing Date until and including the relevant date, then, in addition, the actual knowledge of any
other individual who was the Real Property Officer or the Director of Property during such
period, as such actual knowledge existed on the last day on which such individual was the Real
Property Officer or the Director of Property. As used herein, “Real Property Officer” means the
City employee charged with primary responsibility for the oversight of the transaction
contemplated by this Agreement. The “Director of Property” means the Director of Property for
the City charged with primary responsibility for the oversight of the Real Property Officer and of
the transaction contemplated by this Agreement.

9. RISK OF LOSS AND POSSESSION
9.1 Minor Loss.

(a) ._City shall be bound to purchase the Property for the full Purchase Price as
required by the terms hereof, without regard to the occurrence or effect of any damage to the
Property or destruction of any Improvements or condemnation of any portion of the Property,
provided that: (a) the cost to repair any such damage or destruction, as certified to Seller and
City in writing by an independent architect chosen by Seller, but unaffiliated with Seller and
reasonably acceptable to City (an “Architect’s Certification”), does not-exceed One Million and
No/100 Dollars ($1,000,000.00), or, in the case of a partial condemnation, the value of the
portion taken does not exceed One Million and No/100 Dollars ($1,000,000.00); and (b) upon
the Closing, there shall be a credit against the Purchase Price as provided in Section 9.3, below.
Notwithstanding the foregoing, if damage or destruction due to either an uninsured casualty or an
earthquake occurs and the cost to repair such damage or destruction, as certified by an
Architect’s Certification, exceeds Five Hundred Thousand Dollars ($500,000.00), then unless
Seller notifies City in writing within twenty (20) days after the occurrence thereof that it will
waive the Five Hundred Thousand Dollar ($500,000.00) limitation on the credit to City set forth
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in items (I) and (IT) of Section 9.3 below, then such loss, damage or destruction shall be
governed by Section 9.2 below.

9.2  Major Loss. If (1) the cost to repair such damage or destruction, as certified by
an Architect’s Certification, exceeds One Million and No/100 Dollars ($1,000,000.00), or (2) in
the case of damage or destruction due to either an uninsured casualty or an earthquake, Seller
fails to notify City in writing within twenty (20) days after the occurrence thereof that it will
waive the Five Hundred Thousand Dollar ($500,000.00) limitation on the credit to City set forth
in items (I) and (IT) of Section 9.3 below, or (3) in the case of condemnation, if the value of the
portion of the Property taken exceeds One Million and No/100 Dollars ($1,000,000.00), then
City may, at its option to be exercised by written notice to Seller within thirty (30) days after the
effective date of Seller’s written notice to City of the occurrence of the damage or destruction or
the commencement of condemnation proceedings and, in the case of damage or destruction, the
effective date of Seller’s written notice to City of the Architect’s Certification, either (a) elect to
terminate this Agreement, in which case neither party shall have any further obligations under
this Agreement, except for obligations which expressly state that they shall survive termination
of this Agreement, or (b) consummate the purchase of the Property for the full Purchase Price as
required by the terms hereof, subject to the credits against the Purchase Price provided in Section
9.3, below. If City fails to give Seller notice within such 30-day period, then City will be
deemed to have elected to proceed in accordance with clause (a) above.

9.3 Credit at Closing. If, notwithstanding the occurrence of any damage, destruction
or condemnation to of of the Property, the Closing occurs pursuant to Section 9.1 or 9.2, above,
City shall be given a credit against the Purchase Price in an amount determined as follows: If the
insurance proceeds or condemnation awards, if any, to be collected by Seller as a resplt of such
damage or destruction or condemnation have been collected before the Closing, then the credit
shall be equal to (a) the amount of such insurance proceeds or condemnation awards collected by
Seller, plus (b) in the case of damage or destruction, the lesser of (i) $1,000,000.00, or (ii) the
sum of (A) the amount of any insurance deductible, plus (B) the amount of the cost to repair any
portion of such damage or destruction which is uninsured, as certified by an Architect’s
Certification; provided, however, notwithstanding anything to the contrary herein, with respect to
any damage or destruction due to either an uninsured casualty or an earthquake, the aggregate
amount of the credits pursuant to items (A) and (B) with respect to such damage or destruction
shall be limited to Five Hundred Thousand Dollars ($500,000.00), unless such limitation is
waived in writing by Seller in the time period provided in Section 9.1 above. If the proceeds or
awards have not been collected as of the Closing, then such proceeds or awards shall be assigned
to City at Closing, and, in the case of damage or destruction, City shall receive a credit from
Seller at Closing equal to the lesser of (1) $1,000,000.00, or (2) the sum of (i) the amount of the
deductible under any policy of insurance pursuant to which such assigned proceeds will be paid,
plus (ii) the amount of the cost to repair any portion of such damage or destruction which is
uninsured, as certified by an Architect’s Certification; provided, however, notwithstanding
anything to the contrary herein, with respect to any damage or destruction due to either an
uninsured casualty or an earthquake, the aggregate amount of the credits pursuant to items (i) and
(ii) with respect to such damage or destruction shall be limited to Five Hundred Thousand
Dollars ($500,000.00), unless such limitation is waived in writing by Seller in the time period
provided in Section 9.1 above. Notwithstanding the foregoing: (x) in the case of damage or
destruction, if Seller shall have expended any sums before Closing to repair or restore such
damage or destruction, the amount so expended by Seller shall first be deducted from any credit
due City for the deductible under any insurance policy and/or for the cost to repair any portion of
such damage or destruction which is uninsured, and if the amount so expended by Seller exceeds
the total amount of such deductible and/or such repair cost, Seller shall reserve from any
assignment of insurance proceeds to City, the amount of such excess; and (y) in the case of
condemnation, if Seller shall have expended any amount before the Closing to restore the
Property in connection with such condemnation, Seller shall reserve from the assignment of
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condemnation awards to City, the amount so expended; provided, however, Seller’s right to
deduct or reserve the amounts described in the foregoing clauses (x) and (y) shall be subject to
and conditioned upon City’s reasonable approval of such documentation, invoices, and other
reasonably satisfactory evidence of such payments and expenditures by Seller as City may
reasonably request.

9.4  Insurance. Through the Closing Date, Seller shall maintain or cause to be
maintained, at Seller’s sole cost and expense, a policy or policies of property insurance in such
amounts and insuring against such risks as are consistent with Seller’s past practices, as
evidenced by the certificate of insurance attached hereto as Exhibit R and made a part hereof. .
Seller shall furnish City with evidence of such insurance upon request by City. City
acknowledges that there shall be no assignment, transfer or continuance of Seller’s insurance
coverage after the Closing Date.

9.5  Possession. Possession of the Property shall be delivered to City on the Closing
Date, subject to the Accepted Conditions of Title.

10. MAINTENANCE; CONSENT TO NEW CONTRACTS
10.1 Maintenance of the Property by Seller.

Between the date of Seller's execution of this Agreement and the Closing, Seller shall perform all
work required to be done by the landlord under the terms of any Lease, and shall otherwise
maintain, repair and operate the Property in substantially the same manner as Seller has done
before the making of this Agreement, as if Seller were retaining the Property, normal wear and
tear excepted. Notwithstanding the foregoing, Seller shall not be required (i) to seek tenants for
any vacant space within the Property under any circumstances, or (i) except as required under
any Lease or applicable law, to make or perform any upgrades, renovations, replacements or
other capital improvements to the Property, or (iii) to make any change in the manner or quality
of operation of the Property.
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10.2 City’s Consent to New Contracts Affecting the Property; Termination of
Existing Contracts.

After the Effective Date, Seller shall not enter into any contract affecting the Property which
shall remain in effect after the Closing Date, or any amendment thereof, or waive any rights of
Seller under any Miscellaneous Agreement, without in each instance obtaining City’s prior
written consent thereto. City agrees that it shall not unreasonably withhold or delay any such
consent, provided that City’s failure to respond to any request for such approval within ten (10)
business days shall be deemed to constitute approval by City. Seller agrees that it shall be
reasonable for City to withhold such consent to any proposed contract that could reasonably
affect the tax-exempt status of the Certificates of Participation, in which case City may withhold
such consent in its sole and absolute discretion. Pursuant to Section 4.1(f), above, Seller shall
terminate prior to the Closing, at no cost or expense to City, any and all management agreements
affecting the Property.

(a) Except in accordance with this Section 10.3, after the Effective Date, Seller
shall not enter into any lease affecting the Property or any amendment thereof, which shall
remain in effect after the Closing Date.

(b) After the Effective Date, Seller shall not amend or modify or (except pursuant
to Seller’s exercise of remedies if the tenant is in default) terminate any existing Lease without
obtaining City’s prior written approval, which approval shall not be unreasonably withheld;
provided, however, that Seller may enter into any lease modification or amendment that Seller
may be required to enter into under the terms of the applicable Lease (such as in connection with
a lease expansion). City’s failure to respond to any request for such approval within ten (10)
business days shall be deemed to constitute approval by City.

(c) Seller covenants that within five (5) days of its receipt of any fully executed
document entered into pursuant to this Section 10.3, Seller shall deliver to City copies of any
such document, including without limitation, any new leases, or any modifications, amendments,
subleases or terminations of any existing Leases.

10.3 Matters Affecting Existing Leases. After the Effective Date, if, under the
express terms of any Lease, Seller has the right, in its sole and absolute discretion (and without
electing to recapture any leased space), to withhold its consent to any proposed sublease or any
proposed assignment of such Lease, or to preserve, rather than waive, any material right under
such Lease, then Seller shall not consent to such sublease or assignment, or waive such right,
without in each instance obtaining City’s prior written consent thereto, in City’s sole discretion.

10.4 Tenant Improvement Costs. If Seller enters into any Leases of the Property or
modifies or extends any existing Leases after the Effective Date and before the Closing Date in
accordance with the terms of this Article 10, then, provided the Closing occurs, any Tenant
Improvement Costs and Commissions incurred in connection with such new Leases,
modifications or extensions of any existing Leases shall be the sole responsibility of Seller and
shall be paid in full by Seller, unless Seller obtains City’s prior written consent and approval of
any such Tenant Improvement Costs and Commissions. If Seller obtains City’s prior written
consent and approval to any such Tenant Improvement Costs and Commissions together with
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any contracts pursuant to which any such obligations are incurred (the “Leasing Cost
Contracts™), then (a) Seller shall be given a credit at Closing for all unamortized amounts paid by
Seller for such City approved Tenant Improvement Costs or Commissions in connection with
such new Leases, and modifications or extensions of any existing Leases, and (b) if any such
City approved Commissions or Tenant Improvement Costs are payable after the Closing Date
with respect to such new Leases, modifications or extensions of any existing Lease, City shall
assume the obligation to pay the same, together with any Leasing Cost Contracts relating
thereto..

11. DEFAULT AND REMEDIES
11.1 City’s Default.

(a) If City defaults before the Closing under any provision of this Agreement and
Seller has actual knowledge of such default(s) before the Closing, or if City defaults on its
obligation to close the transaction contemplated hereby, then Seller shall have the right, as its
sole and exclusive remedy for such default(s), to terminate this Agreement and recover
liquidated damages pursuant to Section 6.7 plus reimbursement from City for Seller’s actual out-
of-pocket expenses incurred in connection with its negotiation of this Agreement and its
preparation to close the transaction contemplated hereby, up to a maximum of $50,000, plus
attorneys’ fees under Section 12.12 (if applicable), and neither party shall have any further
liability or obligation to the other hereunder, except for provisions of this Agreement which
expressly state that they shall survive the termination of this Agreement.

(b) Seller acknowledges that any claim Seller may have against City arising under
this Agreement may, as a matter of law, be subject to limitations on timing of presentment
pursuant to Section 911.2 and other relevant provisions of the California Government Code;
provided, however, that nothing in this sentence shall be deemed to cause any such claim to be
subject to such sections of the California Government Code which would not, as a matter of law,
be subject to such sections in the absence of this sentence.

(c¢) Notwithstanding anything herein to the contrary, in no event shall City be
liable to Seller for any indirect, special, consequential or incidental damages (including, without
limitation, damages for lost profits) in connection with any provision of this Agreement.

11.2 SELLER’S DEFAULT.

(2) In the event the sale of the Property is not consummated because of a default under
this Agreement on the part of Seller or if a Condition Precedent cannot be fulfilled because Seller
frustrated such fulfillment by some affirmative act or negligent omission, and Seller has failed to
cure such default within ten (10) business days after Seller’s receipt of City’s notice of Seller’s
default, City may, at its sole election, elect to do one of the following: (1) waive the default or
the applicable Condition(s) Precedent and proceed to Closing, (2) terminate this Agreement by
delivery of notice of termination to Seller, whereupon Seller shall pay to City any actual out of
pocket expenses incurred in connection with City’s negotiation of this Agreement, its
investigation of the Property pursuant hereto, and its preparation to close the transaction
contemplated hereby, up to a maximum amount of Fifty Thousand and no/100 Dollars
($50,000.00), plus attorneys’ fees under Section 12.12 (if applicable), and neither party shall
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have any further liability or obligation to the other party hereunder, except for provisions of this
Agreement which expressly state that they shall survive the termination of this Agreement, or (3)
continue this Agreement pending City’s action for specific performance and/or damages
hereunder, including without limitation, City’s costs and expenses incurred hereunder.

(b)  Notwithstanding any provision of this Agreement to the contrary, in no event shall
Seller’s liability for breach of any representations or warranties contained in this Agreement
(including, without limitation, in Section 8.1 above), Seller’s Closing Certification, or any
Seller’s Lease Certificate, or for Seller’s breach of any of its obligations under Section 4.1 or
10.1 hereof (whether or not such breach of Section 4.1 or 10.01 is known to City as of the
Closing), exceed Two Million Dollars ($2,000,000) in the aggregate.(c)  Notwithstanding
anything herein to the contrary, in no event shall Seller be liable to City for any indirect, special,
consequential or incidental damages (including, without limitation, damages for lost profits) in
connection with this Agreement.

11.3 Termination. Upon any termination provided for in this Agreement, each of the
parties will be discharged from any further obligations and liabilities under this Agreement,
except for the obligations and liabilities that expressly survive such termination under the terms
of this Agreement.

12. GENERAL PROVISIONS

12.1 Notices. Any notice, consent or approval required or permitted to be given under
this Agreement shall be in writing and shall be deemed to have been given upon (i) hand
delivery, against receipt, (ii) one (1) day after being deposited with a reliable overnight courier
service, or (iii) two (2) days after being deposited in the United States mail, registered or
certified mail, postage prepaid, return receipt required, and addressed as follows:

City: _ Real Estate Division
City and County of San Francisco
25 Van Ness Avenue, Suite 400
San Francisco, California 94102
Attn: Director of Property
Re: 1975 Galvez Avenue
Facsimile No.: (415) 552-9216

with copy to: Charles Sullivan, Deputy City Attorney
- Office of the City Attorney
City Hall, Room 234
1 Dr. Carlton B. Goodlett Place
San Francisco, CA 94102-4682
Re: 1975 Galvez Avenue
Facsimile No.: (415) 554-4757
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Seller: W.Y.L. Five Star Service Industries, Inc. a
California Corporation.
Facsimile No.: (_ )

With copy to: Santino DeRose
466 Green Street, Ste #203

San Francisco, CA 94133

Facsimile Number: 415-781-7701

TITLE COMPANY: Justine Sommer
Stewart Title Guaranty Company
100 Pine Street, Suite 450
San Francisco, CA 94111
Facsimile No.: (415) 986-5973

or to such other address as either party may from time to time specify in writing to the other
upon five (5) days prior written notice in the manner provided above. For convenience of the
parties, copies of notices may also be given by telefacsimile, to the telephone number listed
above, or such other numbers as may be provided from time to time. However, neither party
may give official or binding notice by facsimile. The effective time of a notice shall not be
affected by the receipt, prior to receipt of the original, of a telefacsimile copy of the notice. No
written notice permitted or required by City hereunder shall be deemed effective unless it is
executed by or on behalf of or at the direction of the City’s Director of Property.

12.2 Brokers and Finders

Neither party has had any contact or dealings regarding the Property, or any
communication in connection with the subject matter of this transaction, through any licensed
real estate broker or other person who could claim a right to a commission or finder’s fee in
connection with the purchase and sale contemplated herein, with the exception of DTZ,
representing Seller, whose commission, if any is due, shall be the sole responsibility of Seller
pursuant to a separate written agreement with such broker, and City shall have no liability
whatsoever therefor. In the event that any other broker or finder asserts a claim for a
commission or finder's fee based upon any such contact, dealings or communication, the party
through whom the broker or finder makes his or her claim shall be responsible for such
commission or fee and shall indemnify and hold harmless the other party from all claims, costs,
and expenses (including, without limitation, reasonable attorneys’ fees and disbursements)
incurred by the indemnified party in defending against the same. The provisions of this Section
12.2 shall survive the Closing.

12.3  Successors and Assigns

This Agreement shall be binding upon, and inure to the benefit of, the parties hereto and
their respective successors, heirs, administrators and assigns. City may not assign this Agreement
to any other party without Seller’s prior written consent, which consent may be granted,
conditioned or denied in Seller’s sole and absolute discretion. In the event of any assignment of
this Agreement by City, (i) City shall not in any event be released from any of its obligations or
liabilities hereunder, including, without limitation, any obligations which survive the Closing,
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whether contained in this Agreement or any document to be delivered by City at the Closing,
even if such document is signed by the assignee of City only; and (ii) City shall indemnify,
defend and hold Seller harmless from and against any claim that the assignee of City may assert
against Seller which City itself would be barred hereunder from asserting against Seller in the
absence of such assignment.

12.4 Amendments. Except as otherwise provided herein, this Agreement may be
amended or modified only by a written instrument executed by City and Seller.

12.5 Continuation and Survival of Representations and Warranties

All representations and warranties by the respective parties contained herein or made in writing
pursuant to this Agreement are intended to be, and shall remain, true and correct as of the
Closing, shall be deemed to be material, and, together with all conditions, covenants and
indemnities made by the respective parties contained herein or made in writing pursuant to this
Agreement (except as otherwise expressly limited or expanded by the terms of this Agreement),
shall survive the execution and delivery of this Agreement and the Closing, or, to the extent the
context requires, beyond any termination of this Agreement for a time period ending as of the
date occurring twelve (12) months after the Closing Date. All statements contained in any
certificate or other instrument delivered at any time by or on behalf of Seller in conjunction with
the transaction contemplated hereby shall constitute representations and warranties hereunder.

12.6 Governing Law. This Agre'ément shall be governed by and construed in
accordance with the laws of the State of California.

12.7 Merger of Prior Agreements. The parties intend that this Agreement (including
all of the attached exhibits and schedules, which are incorporated into this Agreement by
reference) shall be the final expression of their agreement with respect to the subject matter
hereof and thereof and may not be contradicted by evidence of any prior or contemporaneous
oral or written agreements or understandings. The parties further intend that this Agreement
shall constitute the complete and exclusive statement of their respective terms and that no
extrinsic evidence whatsoever (including, without limitation, prior drafts or changes therefrom)
may be introduced in any Judlclal admlmstratlve or other legal proceedmg 1nvolv1ng this
Agreement.

12.8 Parties and Their Agents.

The term “Seller” as used herein shall include the plural as well as the singular. If there
is more than one Seller, then the obligations under this Agreement imposed on Seller shall be
joint and several. As used herein, the term “Agents” when used with respect to either party shall
include the agents, employees, officers, contractors and representatives of such party.

12.9  Approvals._All approvals, consents or other determinations permitted or required
by City hereunder shall be made by or through City’s Director of Property unless otherwise
provided herein, subject to applicable law; provided, however, nothing in this Sectlon 12.10 shall
affect the respective rights and obhgat1ons of the parties hereunder.

12.10 Interpretation of Agreement. A
The article, section and other headings of this Agreement and the table of contents are for
convenience of reference only and shall not affect the meaning or interpretation of any provision
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contained herein. Whenever the context so requires, the use of the singular shall be deemed to
include the plural and vice versa, and each gender reference shall be deemed to include the other
and the neuter. This Agreement has been negotiated at arm's length and between persons
sophisticated and knowledgeable in the matters dealt with herein. In addition, each party has
been represented by experienced and knowledgeable legal counsel. Accordingly, any rule of law
(including California Civil Code section 1654) or legal decision that would require interpretation
of any ambiguities in this Agreement against the party that has drafted it is not applicable and is
waived. The provisions of this Agreement shall be interpreted in a reasonable manner to effect
the purposes of the parties and this Agreement.

12.11 Attorneys’ Fees.

If either party hereto fails to perform any of its respective obligations under this
Agreement or if any a dispute arises between the parties hereto concerning the meaning or
interpretation of any provision of this Agreement, then the defaulting party or the party not
prevailing in such dispute, as the case may be, shall pay any and all costs and expenses incurred
by the other party on account of such default and/or in enforcing or establishing its rights
hereunder, including, without limitation, court costs and reasonable attorneys’ fees and
disbursements. Any such attorneys’ fees and other expenses incurred by either party in
enforcing a judgment in its favor under this Agreement shall be recoverable separately from and -
in addition to any other amount included in such judgment, and such attorneys’ fees obligation is
intended to be severable from the other provisions of this Agreement and to survive and not be
merged into any such judgment.. For purposes of this Agreement, the reasonable fees of
attorneys of City’s Office of 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
City Attorney’s Office.

12.12 Sunshine Ordinance

Seller understands and agrees that under the City’s Sunshine Ordinance (San Francisco
Administrative Code, Chapter 67) and the State Public Records Law (Gov. Code Section 6250
et seq.), this Agreement and any and all records, information, and materials submitted to the City
hereunder public records subject to public disclosure. Seller hereby acknowledges that the City
may disclose any records, information and materials submitted to the City in connection with this
Agreement. :

12.13 Conflicts of Interest

Through its execution of this Agreement, Seller acknowledges that it is familiar with the
provisions of Section 15.103 of the San Francisco Charter, Article III, Chapter 2 of City's
Campaign and Governmental Conduct Code, and Section 87100 et seq. and Section 1090 et seq.
of the Government Code of the State of California, and certifies that it does not know of any
facts which would constitute a violation of said provision, and agrees that if Seller becomes
aware of any such fact during the term of this Agreement, Seller shall immediately notify the

City.

12.14 Notification of Limitations on Contributions
]

Through its execution of this Agreement, Seller 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 the City whenever such transaction would require the approval by a City elective officer,
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the board on which that City elective officer serves, or a board on which an appointee of that
individual serves, from making any campaign contribution to (1) the City elective officer,

(2) a candidate for the office held by such individual, or (3) a committee controlled by such
individual or candidate, at any time from the commencement of negotiations for the contract
until the later of either the termination of negotiations for such contract or six months after the
date the contract is approved. Seller 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. Seller further
acknowledges that the prohibition on contributions applies to each Seller; each member of
Seller's board of directors, and Seller’s chief executive officer, chief financial officer and chief
operating officer; any person with an ownership interest of more than twenty percent (20%) in
Seller; any subcontractor listed in the contract; and any committee that is sponsored or controlled
by Seller. Additionally, Seller acknowledges that Seller must inform each of the persons
described in the preceding sentence of the prohibitions contained in Section 1.126. Seller further
agreesto provide to City the names of each person, entity or committee described above.

12.15 Non-Liability of City Officials, Employees and Agents

Notwithstanding anything to the contrary in this Agreement, no elective or appointive
board, commission, member, officer, employee or agent of City shall be personally liable to
Seller, its successors and assigns, in the event of any default or breach by City or for any amount
which may become due to Seller, its successors and assigns, or for any obligation of City under
this Agreement.

12.16 Counterparts

This Agreement may be executed in two (2) or more counterparts, each of which shall be
deemed an original, but all of which taken together shall constitute one and the same instrument.

12.17 Effective Date

As used herein, the term “Effective Date” shall mean the date on which the City’s Board
of Supervisors and Mayor , in the respective sole discretion of each, shall have enacted a
resolution (and taken such other action as may be required) approving, adopting, and authorizing
this Agreement and the transactions contemplated hereby , following execution of this
Agreement by both parties, and such resolution shall have become effective. City shall provide -
to Seller written notice of the Effective Date within ten (10) days of the occurrence of such date.

12.18 Severability.

If any provision of this Agreement or the application thereof to any person, place, or
circumstance, shall be held by a court of competent jurisdiction to be invalid, unenforceable or
void, the remainder of this Agreement and such provisions as applied to other persons, places
and circumstances shall remain in full force and effect, so long as the essential nature of the
contemplated transaction described herein can be performed..

12.19 City Charter. Seller acknowledges that, to the extent required by California law,
all of the terms of this Agreement shall be governed by and subject to the applicable provisions
of the Charter of the City and County of San Francisco (the “City Charter”); provided, however,
that nothing in this sentence shall be deemed to cause this Agreement to be governed by or
construed in accordance with such provisions of the City Charter in any respect in which this
Agreement would not, as a matter of law, be so governed and construed in the absence of this
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sentence. There shall be no obligation for the payment or expenditure of money by City under
this Agreement unless the Controller of the City and County of San Francisco first certifies,
pursuant to Section 3.105 of the Charter, that there is a valid appropriation from which the
expenditure may be made and that unencumbered funds are available from the appropriation to
pay the expenditure. If such written certification is not delivered by City to Seller on or before
the Closing Date, Seller may terminate this Agreement by written notice to City, in which event
neither party shall have any further obligation hereunder except as otherwise expressly provided
herein.

12.20 Agreement Not to Market Prior to Effective Date

Seller agrees that unless and until this Agreement terminates pursuant to its terms, Seller shall
not negotiate with any other parties pertaining to the sale of the Property and shall not market the
Property to third parties.

12.21 Acceptance of Agreement by Seller.

This Agreement shall be null and void unless Seller accepts it and returns to City four (4)
fully executed counterparts hereof on or before 5:00 p.m. San Francisco Time on ,
20 .

- 12.22 Confidentiality. As to any records or proprietary information delivered by Seller
to City, Seller will clearly designate those financial records which it in good faith determines to
be a trade secret or confidential proprietary information protected from disclosure under
applicable law. To the extent permitted by law, City will maintain the confidentiality of such
. financial information as well as any information obtained by City in conducting its investigations
of the Property pursuant to Section 4.1 (including, any information disclosed in any Purchaser
Reports), consistent with City’s general practices for maintaining the confidentiality of such
information, provided however that Seller acknowledges and agrees that City will comply with
applicable public records laws under state and local law, including City’s Sunshine Ordinance,
and that such laws may compel disclosure of some or all of such financial information and/or
information obtained by City in conducting its investigations of the Property pursuant to Section
4.1 (including, any information disclosed in any Purchaser Reports). City will not under any
circumstances be responsible for any damages or losses incurred because of the release of such
financial information as set forth above and/or information obtained by City in conducting its
investigations of the Property pursuant to Section 4.1.

12.23 Unavoidable Delay. Notwithstanding anything to the contrary set forth in this
Lease, the time or times for performance of any act required hereunder shall be extended in the
event of any Unavoidable Delay as set forth in this Section. "Unavoidable Delay" shall mean
any delay by reason of acts of God, terror attacks, enemy action, civil commotion, war, riots, or
by any other reason without fault and clearly beyond the reasonable control of the party
obligated to perform and which directly results in a performance delay. In the event of the
occurrence of any such Unavoidable Delay, the time or times for performance of the obligations
of the delayed party, including the Due Diligence Period or the Closing Date as applicable, will
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be extended for the period of the delay; provided, however, (i) within five (5) days after the
beginning of any such delay, the delayed party shall have first notified the other party in writing
by fax or hand messenger and by telephone of the cause or causes of such delay and claimed an
extension for the reasonably estimated period of the delay, (ii) the delayed party cannot, through
commercially reasonable efforts, make up for the delay within the time period remaining prior to
the applicable completion date, and (iii) in no event shall the Unavoidable Delay extend beyond
sixty (60) days.

Failure to comply with any requirement contained in this Section shall constitute a material
breach by Seller of the terms of this Agreement. If, within thirty (30) days after Seller receives
written notice of such a breach, Seller fails to cure such breach or, if such breach cannot
reasonably be cured within such period of thirty (30) days, Seller fails to commence efforts to
cure within such period or thereafter fails to diligently pursue such cure to completion, the City
may pursue any rights or remedies available under this Agreement or under applicable law.

12.24 Cooperative Drafting.

This Agreement has been drafted through a cooperative effort of both parties, and both
parties have had an opportunity to have the Agreement reviewed and revised by legal counsel.
No party shall be considered the drafter of this Agreement, and no presumption or rule that an
ambiguity shall be construed against the party drafting the clause shall apply to the interpretation
or enforcement of this Agreement.

NOTWITHSTANDING ANYTHING TO THE CONTRARY CONTAINED IN THIS
AGREEMENT, SELLER ACKNOWLEDGES AND AGREES THAT NO OFFICER OR
EMPLOYEE OF CITY HAS AUTHORITY TO COMMIT CITY TO THIS AGREEMENT
UNLESS AND UNTIL APPROPRIATE LEGISLATION OF CITY'S BOARD OF
SUPERVISORS SHALL HAVE BEEN DULY ENACTED APPROVING THIS AGREEMENT
AND AUTHORIZING THE TRANSACTIONS CONTEMPLATED HEREBY. THEREFORE,
ANY OBLIGATIONS OR LIABILITIES OF CITY HEREUNDER ARE CONTINGENT
UPON THE DUE ENACTMENT OF SUCH LEGISLATION, AND THIS AGREEMENT
SHALL BE NULL AND VOID IF CITY'S BOARD OF SUPERVISORS AND MAYOR DO
NOT APPROVE THIS AGREEMENT, IN THEIR RESPECTIVE SOLE DISCRETION
WHICH SHALL OCCUR ONLY AFTER THE COMPLETION OF ALL ENVIRONMENTAL
REVIEWS REQUIRED BY THE CALIFORNIA ENVIRONMENTAL QUALITY ACT.
APPROVAL OF ANY OF THE TRANSACTIONS CONTEMPLATED HEREBY BY ANY
DEPARTMENT, COMMISSION OR AGENCY OF CITY SHALL NOT BE DEEMED TO
IMPLY THAT SUCH LEGISLATION WILL BE ENACTED NOR WILL ANY SUCH
APPROVAL CREATE ANY BINDING OBLIGATIONS ON CITY.
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The parties have duly executed this Agreement as of the respective dates set forth below.

SELLER:

CITY:

APPROVED AS TO FORM:
DENNIS J. HERRERA, City Attorney

By:

" Hazel M. Brandt
Deputy City Attorney

W.Y.L. Five Star Service Industries, Inc. a
California Corporation.

By:
Its:

By:
Its:

Date:

CITY AND COUNTY OF SAN FRANCISCO,
a municipal corporation, through its Department
of Real Estate

By: :
JOHN UPDIKE
Director of Property

Date:

1975 Galvez PSA vs.doc



DRAFT

Title Company agrees to act as escrow holder in accordance with the terms of this
Agreement and to execute the Designation Agreement (attached hereto as Exhibit J) and act as
the Reporting Person (as such term is defined in the Designation Agreement). Title Company's
failure to execute below shall not invalidate the Agreement between City and Seller.

TITLE COMPANY:

TITLE INSURANCE COMPANY

By:
Its:

Date:
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EXHIBIT A
REAL PROPERTY DESCRIPTION

All that certain real property located in the City and County of San Francisco, State of
California, described as follows:

[LEGAL DESCRIPTION TO COME FROM PRELIMINARY REPORT]
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EXHIBIT B
PERSONAL PROPERTY DESCRIPTION
[TO COME FROM SELLER]
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EXHIBIT C
GRANT DEED
RECORDING REQUESTED BY AND
WHEN RECORDED RETURN TO:
Director of Property

Real Estate Division

City and County of San Francisco
25 Van Ness Avenue, Suité 400
San Francisco, California 94102

The undersigned hereby declares this instrument to be
exempt from Recording Fees (CA Govt. Code § 27383)
and Documentary Transfer Tax (CA Rev. & Tax Code
§ 11922 and S.F. Bus. & Tax Reg. Code § 1105)

(Space above this line reserved for Recorder’s use only)

This transaction is exempt from California Documentary Transfer Tax pursuant to Section
[ | of the California Revenue and Taxation Code. This transaction is exempt from
recording fees pursuant to Section | of the California Government Code.

GRANT DEED
(Assessor’s Parcel No. )

FOR VALUABLE CONSIDERATION, receipt of which is hereby acknowledged,
W.Y L. Five Star Service Industries, Inc., a California Corporation (“Grantor”), hereby grants to
the CITY AND COUNTY OF SAN FRANCISCO, a municipal corporation, the real property
located in the City and County of San Francisco, State of California, described on Exhibit A
attached hereto and made a part hereof (the “Property™).

» TOGETHER WITH all of Grantor’s right, title, and interest, if any, in and to_any and all
rights, privileges and easements incidental or appurtenant to the Property, including, without
limitation, any and all minerals, oil, gas and other hydrocarbon substances on and under the
Property, as well as any and all development rights, air rights, water, water rights, riparian rights
and water stock relating to the Property, and any and all easements, rights-of-way or other
appurtenances used in connection with the beneficial use and enjoyment of the Property and any
and all roads and alleys adjoining or servicing the Property.

[SIGNATURES ON FOLLOWING PAGE]
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This Deed is made and accepted subject to the matters listed on Exhibit B attached hereto and
made a part hereof.

Executed as of this day of ,20

GRANTOR:

W.Y.L. Five Star Service Industries, Inc, a
California Corporation

. By:

NAME
Its:
, By

NAME
Its:
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State of California )
) ss
County of San Francisco )
On ' , before me, , a notary public in and
for said State, personally appeared , Who proved to

me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are subscribed to
the within instrument and acknowledged to me that he/she/they executed the same in
his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the instrument the
person(s), or the entity upon behalf of which the person(s) acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing
paragraph is true and correct.

WITNESS my hand and official seal.

Signature (Seal)
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CERTIFICATE OF ACCEPTANCE

This is to certify that the interest in real property conveyed by this deed from the first
party to , the City and County of San Francisco, is hereby accepted |
pursuant to Board of Supervisors' Resolution No. , approved , and the
grantee consents to recordation thereof by its duly authorized officer.

Dated: By:
John Updike
Director of Property
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EXHIBIT D
BILL OF SALE

For good and valuable consideration the receipt of which is hereby acknowledged, WYL
Five Star Service Industries, Inc., a California Corporation
("Seller"), does hereby sell, transfer and convey to the CITY AND COUNTY OF
SAN FRANCISCO ("Buyer"), without representation of warranty of any kind or nature, except
as expressly provided herein, all personal property owned by Seller and located on or in or used
in connection with the Land and Improvements (as such terms are defined in that certain
Agreement of Purchase and Sale for Real Estate dated as of ,20  , between
Seller and Buyer (or Buyer’s predecessor in interest), including, without limitation, those items
described in Schedule 1 attached hereto.

The Personal Property is in a used condition, and Seller is neither a manufacturer, nor
distributor of, nor dealer nor merchant in, said Personal Property. Seller makes no
representations, express or implied, as to the condition or state of repair of the Personal Property,
including warranties of fitness or merchantability, it being expressly understood that the Personal
Property is being sold to Buyer in its present “AS IS, WHERE IS” condition and with all faults.
By acceptance of delivery of the Personal Property, Buyer affirms that it has not relied on
Seller’s skill or judgment to select or furnish said Personal Property for any particular purpose,
and that Seller makes no warranty that said Personal Property is fit for any particular purpose and
that there are no representations or warranties, express, implied or statutory, except that Seller
represents and warrants that Seller has not previously sold or conveyed said Personal Property,
and said Personal Property is free and clear of all encumbrances granted by Seller.

DATED this day of ,20 -

SELLER: WYL Five Star Service Industries, Inc. ,
a California Corporation

By:

Its:
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EXHIBIT E

ASSIGNMENT OF
WARRANTIES AND GUARANTIES
AND OTHER INTANGIBLE PROPERTY

THIS ASSIGNMENT is made and entered into as of this day of ,
20, by and between WYL Five Star Service Industries, Inc. a California Corporation
("Ass1gnor") and the CITY AND COUNTY OF SAN FRANCISCO a municipal corporation
("Assignee").

FOR GOOD AND VALUABLE CONSIDERATION, the receipt of which is hereby
acknowledged, effective as of the Effective Date (as defined below), Assignor hereby assigns
and transfers to Assignee all of Assignor's right, title, claim and interest in and under:

A. all warranties and guaranties made by or received from any third party with respect to
any building, building component, structure, system, fixture, machinery, equipment, or material
situated on, contained in any building or other improvement situated on, or comprising a part of
any building or other improvement situated on, any part of that certain real property described in
Exhibit A attached hereto including, without limitation, those warranties and guaranties listed in
Schedule 1 attached hereto (collectively, "Warranties"); and

- B. any other Intangible Property (as defined in that certain Agreement of Purchase and
Sale of Real Estate dated as of ,20 _ , between Assignor and Assignee (or
Assignee's predecessor in interest) (the "Purchase Agreement").

ASSIGNOR AND ASSIGNEE FURTHER HEREBY AGREE AND COVENANT AS
FOLLOWS:

1. Assignor hereby agrees to indemnify Assignee against and hold Assignee
harmless from any and all costs, liabilities, losses, damages or expenses (including, without
limitation, reasonable attorneys' fees), originating prior to the Effective Date (as defined below)
and arising out of the owner's obligations under the Service Contracts.

2. Except as otherwise set forth in the Purchase Agreement, effective as of
the Effective Date (as defined below), Assignee hereby assumes all of the owner's obligations
under the Service Contracts and agrees to indemnify Assignor against and hold Assignor
harmless from any and all costs, liabilities, losses, damages or expenses (including, without
limitation, reasonable attorneys' fees), originating on or subsequent to the Effective Date (as.
defined below) and arising out of the owner's obligations under the Service Contracts.

3. In the event of any litigation between Assignor and Assignee arising out of
this Assignment, the losing party shall pay the prevailing party's costs and expenses of such
litigation, including, without limitation, reasonable attorneys' fees.

4. This Assignment shall be binding on and inure to the benefit of the parties
hereto, their heirs, executors, administrators, successors in interest and assigns.

5. This Assignment shall be governed by and construed in accordance with
the laws of the State of California.

6. For purposes of this Assignment, the "Effective Date" shall be-the date of
the Closing (as defined in the Purchase Agreement).
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7. This Assignment may be executed in two (2) or more counterparts, each of
which shall be deemed an original, but all of which taken together shall constitute one and the
same instrument. ‘

[SIGNATURES ON FOLLOWING PAGE]
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IN WITNESS WHEREOF, the parties have executed this Assignment as of the date first

written above.

ASSIGNOR: WYL Five Star Service
Industries, Inc.

ASSIGNEE:

APPROVED AS TO FORM:
DENNIS J. HERRERA, City Attorney

By:
Hazel M. Brandt
Deputy City Attorney

a California Corporation

By:

Its:

By:

Its:

CITY AND COUNTY OF SAN FRANCISCO,

a municipal corporation

By:

' John Updike
Director of Property

1975 Galvez v2.doc



DRAFT

EXHIBIT F
ASSIGNMENT AND ASSUMPTION OF LEASES

THIS ASSIGNMENT is made and entered into as of this day of ,
20, by and between WYL Five Star Service Industries, Inc., a California Corporation
("A531gnor") and the CITY AND COUNTY OF SAN FRAN CISCO a municipal corporation
("Assignee").

FOR GOOD AND VALUABLE CONSIDERATION, the receipt of which is hereby
acknowledged, effective as of the Effective Date (as defined below) Assignor hereby assigns
and transfers to Assignee all of Assignor's right, title, claim and interest in and under those
certain leases described on Schedule I attached hereto (collectively, the “Leases”), executed with
respect to that certain real property commonly known as 1975 Galvez Avenue, San Francisco,
California, as more fully described in Schedule 2 attached hereto (the “Property™).

ASSIGNOR AND ASSIGNEE FURTHER HEREBY AGREE AND COVENANT AS
FOLLOWS:

1. Assignor represents and warrants that as of the date of this Assignment and the
Effective Date the attached Schedule 1 includes all of the Leases and occupancy agreements
affecting any of the Property. As of the date hereof and the Effective Date, there are no
assignments of or agreements to assign the Leases to any other party.

2. Assignor hereby agrees to indemnify Assignee against and hold Assignee
harmless from any and all costs, liabilities, losses, damages or expenses (including, without
limitation, reasonable attorneys' fees), originating prior to the Effective Date (as defined below)
and arising out of the landlord's obligations under the Leases.

3. Effective as of the Effective Date (as defined below), Assignee hereby assumes
all of the landlord's obligations under the Leases and agrees to indemnify Assignor against and
hold Assignor harmless from any and all costs, liabilities, losses, damages or expenses
(including, without limitation, reasonable attorneys' fees) arising out of Assignee’s failure to
perform the landlord’s obligations under the Leases on or subsequent to the Effective Date.

4, Any rental and other payments under the Leases shall be prorated between the
parties as provided in Article 7 of the Agreement of Purchase and Sale for Real Estate between
Assignor, as Seller, and Assignee, as Buyer, dated as of (the
“Purchase Agreement”).

5. In the event of any litigation between Assignor and Assignee arisihg out of this
Assignment, the losing party shall pay the prevailing party’s costs and expenses of such
litigation, including, without limitation, attorneys’ fees.

6. . This Assignment shall be binding on and inure to the benefit of the parties hereto,
their heirs, executors, administrators, successors in interest and assigns.

7. This Assignment shall be governed by and construed in accordance with the laws
of the State of California.
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8. For purposes of this Assignment, the “Effective Date” shall be the date of the
Closing (as defined in the Purchase Agreement).

9. This Assignment may be executed in two (2) or more counterparts, each of which
shall be deemed an original, but all of which taken together shall constitute one and the same
instrument.

[SIGNATURES ON FOLLOWING PAGE]
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Assignor and Assignee have executed this Assignment as of the day and year first written

above.

ASSIGNOR: WYL Five Star Service
Industries, Inc

ASSIGNEE:

APPROVED AS TO FORM:
DENNTS J. HERRERA, City Attorney

By:

' Hazel M. Brandt
Deputy City Attorney

a California Corporation

By:
[NAME]

Its:

By:
[NAME]

Its:

By:
[NAME]

Its:

CITY AND COUNTY OF SAN FRANCISCO,
a municipal corporation

By:
JOHN UPDIKE
Director of Property
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EXHIBIT G

ASSIGNMENT AND ASSUMPTION OF MISCELLANEOUS AGREEMENTS

THIS ASSIGNMENT is made and entered into as of this  day of ,
20, by and between WYL Five Star Service Industries, Inc. a California corporation
(“Assignor”), and (“Assignee”).

FOR GOOD AND VALUABLE CONSIDERATION, the receipt of which is hereby
acknowledged, effective as of the Effective Date (as defined below), Assignor hereby assigns
and transfers to Assignee all of Assignor’s right, title, claim and interest in and under those
certain agreements described on Schedule 1 attached hereto (collectively, the “Miscellaneous
Agreements”) executed with respect to that certain real property commonly known as 1650
Mission Street, San Francisco, California, as more fully described in Schedule 2 attached hereto
(the “Property™).

ASSIGNOR AND ASSIGNEE FURTHER HEREBY AGREE AND COVENANT AS
FOLLOWS:

L. Effective as of the Effective Date, Assignor hereby agrees to indemnify Assignee
against and hold Assignee harmless from any and all costs, liabilities, losses, damages or
expenses (including, without limitation, reasonable attorneys’ fees) arising from Assignor’s
failure to perform the owner’s obligations under the Miscellaneous Agreements prior to the
Effective Date. *

2. Effective as of the Effective Date, Assignee hereby assumes all of the owner’s
obligations under the Miscellaneous Agreements and agrees to indemnify Assignor against and
hold Assignor harmless from any and all costs, liabilities, losses, damages or expenses -
(including, without limitation, reasonable attorneys’ fees) arising from Assignee’s failure to
perform the owner’s obligations under the Miscellaneous Agreements on or after the Effective
Date.

3. In the event of any litigation between Assignor and Assignee arising out of this
Assignment, the losing party shall pay the prevailing party’s reasonable costs and expenses of
such litigation, including, without limitation, reasonable attorneys’ fees.

4. This Assignment shall be binding on and inure to the benefit of the parties hereto,
their heirs, executors, administrators, successors in interest and assigns.

5. This Assignment shall be governed by and construed in accordance with the laws
of the State of California. '

6. For purposes of this Assignment, the “Effective Date” shall be the date of the
Closing (as defined in the Agreement of Purchase and Sale for Real Estate, dated as of
,201__, between Assignor, as Seller, and Assignee, as Buyer).
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7. This Assignment may be executed in two or more counterparts, each of which
shall be deemed an original, but all of which taken together shall constitute one and the same

instrument.

Assignor and Assignee have executed this Assignment as of the day and year first written
above.

ASSIGNOR:

By:
By:
By:
Name:
Its:
ASSIGNEE: ,
' a
By:
Name:
Title:
APPROVED AS TO FORM:
Dennis J. Herrera, City Attorney
By:
Deputy City Attorney
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EXHIBIT H
TENANT’S ESTOPPEL CERTIFICATE
DATE:

TENANT:

PREMISES:

LEASE DATE:

COMMENCEMENT DATE:

EXPIRATION DATE:

TERM IN MONTHS:

DATE RENT AND OPERATING EXPENSE
PARKING:

PAYMENTS ARE DUE:

OPTIONS: Check if you have any of these Extension Option

options or rights, and provide details in

Sections 5 or 9 below. Termination Option
Expansion Option

Purchase Option

CURRENT MONTHLY PAYMENTS:

BASE RENTAL:

TAXES:

OP. EXP. CAP:

Check here if you have rental escalations and provide details in Section 6 below:

SECURITY DEPOSIT:

THE UNDERSIGNED, AS TENANT OF THE ABOVE REFERENCED PREMISES
- (“PREMISES”) UNDER THE LEASE DATED AS OF THE ABOVE-REFERENCED LEASE
DATE, BETWEEN
(“LANDLORD”) AND TENANT, HEREBY CERTIFIES, ACKNOWLEDGES AND AGREES
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FOR THE BENEFIT OF THE CITY AND COUNTY OF SAN FRANCISCO (“CITY”), AND
ITS ASSIGNEES, AS FOLLOWS:

1. Accuracy. All of the information specified above and elsewhere in this
Certificate is accurate as of the date hereof.

2. Lease. The copy of the Lease attached hereto as Exhibit A is a true and correct
copy of the Lease. The Lease is valid and in full force and effect. The Lease contains all of the
understandings and agreements between Landlord and Tenant and has not been amended,

supplemented or changed by letter agreement or otherwise, except as follows (if none, indicate
so by writing “NONE” below):

3. Premises. The Premises consist of , and

Tenant does not have any options to expand the Premises except as follows (if none, indicate so
by Wntlng “NONE” below):

4. Acceptance of Premises. Tenant has accepted possession of the Premises and is
currently occupying the Premises. There are no unreimbursed expenses due Tenant including,
but not limited to, capital expense reimbursements.

5. Lease Term. The term of the Lease commenced and will expire on the dates
specified above, subject to the following options to renew or unconditional rights to temunate
the Lease (if none, indicate so by writing "NONE" below):

6. No Defaults/Claims. To Tenant’s knowledge, Landlord is not in default under any terms of
the Lease, nor has any event occurred which with the passage of time (after notice, if any,
required under the Lease) would become an event of default of Landlord under the Lease.

To Tenant’s knowledge, Tenant has no claims, counterclaims, defenses or setoffs against
Landlord arising from the Lease, except those listed below (1f none, indicate so by writing
“NONE” below); Tenant is not entitled to any concession, rebate,
allowance or free rent for any period after this certification, except those listed below @f
none, indicate so by writing “NONE” below): .

7. - No Advance Payments. No rent has been paid in advance by Tenant except for
the current month’s rent.

8. No Purchase Rights. Tenant has no option to purchase, or right of first refusal to
purchase, the Premises, the Property or any portion thereof (if none, indicate so by writing
“NONE” below): .

9. Notification by Tenant. From the date of this Certificate and continuing until,
Tenant agrees to notify City immediately of the occurrence of any event or the discovery of any
fact that would make any representation contained in this Certificate inaccurate as of the date
hereof or as of any future date.

10. No Sublease/Assignment. Tenant has not entered into any sublease, assignment or any other
agreement transferring any of its interest in the Lease or the Premises, except those listed
below (if none, indicate so by writing “NONE” below):

11.  No Notice. Tenant has not received notice of any assignment, hypothecation,
mortgage, or pledge of Landlord's interest in the Lease or the rents or other payments payable
thereunder, except those hsted below (if none, indicate so by writing "NONE"
below):
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.12, Hazardous Materials. Tenant has not used, treated, stored, disposed of or released
any Hazardous Materials on or about the Premises or the Property. Tenant does not have any
permits, registrations or identification numbers issued by the United States Environmental
Protection Agency or by any state, county, municipal or administrative agencies with respect to
- its operation on the Premises, except for any stated below, and except as stated below no such
governmental permits, registrations or identification numbers are required with respect to
Tenant's operations on the Premises. For the purposes hereof, the term "Hazardous Material"
shall mean any material that, because of its quantity, concentration or physical or chemical
characteristics, is deemed by any federal, state or local governmental authority to pose a present
or potential hazard to human health or safety or to the environment. Hazardous Material
includes, without limitation, any material or substance defined as a "hazardous substance," or
"pollutant” or "contaminant" pursuant to the Comprehensive Environmental Response,
Compensation and Liability Act of 1980 ("CERCLA", also commonly known as the "Superfund"
law), as amended, (42 U.S.C. Section 9601 et seq.) or pursuant to Section 25316 of the
California Health & Safety Code; any "hazardous waste" listed pursuant to Section 25140 of the
California Health & Safety Code; and petroleum, including crude oil or any fraction thereof,
natural gas or natural gas liquids, and "source," "special nuclear" and "by-product” material as
defined in the Atomic Energy Act of 1985, 42 U.S.C. Section 3011 et seq.

13.  Reliance. Tenant recognizes and acknowledges it is making these representations
to City with the intent that City, and any of its assigns, will fully rely on Tenant's representations.

14.  Binding. The provisions hereof shall be binding upon and inure to the benefit of
the successors, assigns, personal representatives and heirs of Tenant and City. :

15.  Due Execution and Authorization. The undersigned, and the pérson(s) executing
this Certificate on behalf of the undersigned, represent and warrant that they are duly authorized
to execute this Certificate on behalf of Tenant and to bind Tenant hereto.

EXECUTED BY TENANT AS OF THIS DAY OF , 20
By: ‘

[NAME]

[TITLE]

By:

[NAME]

[TITLE]
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EXHIBIT I

CERTIFICATE OF TRANSFEROR
OTHER THAN AN INDIVIDUAL
(FIRPTA Affidavit)

Section 1445 of the Internal Revenue Code provides that a transferee of a United States
real property interest must withhold tax if the transferor is a foreign person. To inform the CITY
AND COUNTY OF SAN FRANCISCO, a municipal corporation, the transferee of certain real
property located in the City and County of San Francisco, California, that withholding of tax is
not required upon the disposition of such U.S. real property interest by WYL Five Star Service
Industries, Inc., a California Corporation (“Transferor”), the undersigned hereby certifies the
following on behalf of Transferor:

1. Transferor is not a foreign corporation, foreign partnership, foreign trust, or
foreign estate (as those terms are defined in the Internal Revenue Code and Income Tax
Regulations);

2. Transferor’s U.S. employer identification number is ; and

3. Transferor’s office address is

Transferor understands that this certification may be disclosed to the Internal Revenue
Service by the transferee and that any false statement contained herein could be punished by fine,
imprisonment, or both.

Under penalty of perjury, I declare that I have examined this certificate and to the best of my
knowledge and belief it is true, correct and complete, and I further declare that I have authority
to sign this document on behalf of Transferor.

Dated: , 20

On behalf of:

WYL Five Star Service Industries, Inc ,

a California Corporation

By:

Its:
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EXHIBIT J
DESIGNATION AGREEMENT

This DESIGNATION AGREEMENT (the “Agreement”) dated as of ,
20, is by and between WYL Five Star Service Industries, Inc , a California Corporation
(“Seller”), the CITY AND COUNTY OF SAN FRANCISCO, a municipal corporation (“City”),
and FIDELITY NATIONAL TITLE COMPANY (“Title Company).

A. Pursuant to that certain Agreement of Purchase and Sale for Real Estate entered
into by and between Seller and Transferee, dated ,20__ (the “Purchase
Agreement”), Seller has agreed to sell to Transferee, and Transferee has agreed to purchase from
Seller, certain real property located in City and County of San Francisco, California, more
particularly described in Exhibit A attached hereto (the “Property”). The purchase and sale of
the Property is sometimes hereinbelow referred to below as the “Transaction”).

B. Section 6045(e) of the United States Internal Revenue Code of 1986 and the
regulations promulgated thereunder (collectively, the "Reporting Requirements") require an
information return to be made to the United States Internal Revenue Service, and a statement to
be furnished to Seller, in connection with the Transaction.

C. Pursuant to Subparagraph 6.1 of the Purchase Agreement, an escrow has been
opened with Title Company, Escrow No. , through which the Transaction
will be or is being accomplished. Title Company is either (i) the person responsible for closing
the Transaction (as described in the Reporting Requirements) or (i) the disbursing title or escrow
company that is most significant in terms of gross proceeds disbursed in connection with the
Transaction (as described in the Reporting Requirements).

D. Seller, Transferee and Title Company desire to designate Title Company as the
“Reporting Person” (as defined in the “Reporting Requirements™) with respect to the
Transactions.

ACCORDINGLY, for good and valuable consideration, the receipt and adequacy of
which are hereby acknowledged, Seller, Transferee and Title Company agree as follows:

1. Title Company is hereby designated as the Reporting Person for the Transaction.
Title Company shall perform all duties that are required by the Reporting Requirements to be
performed by the Reporting Person for the Transaction.

2. Seller and Transferee shall furnish to Title Company, in a timely manner, any
information requested by Title Company and necessary for Title Company to perform its duties
as Reporting Person for the transaction.

3. Title Company hereby requests Seller to furnish to Title Company Seller's correct
taxpayer identification number. Seller acknowledges that any failure by Seller to provide Title
Company with Seller's correct taxpayer identification number may subject Seller to civil or
criminal penalties imposed by law. Accordingly, Seller hereby certifies to Title Company, under
penalties of perjury, that Seller's correct taxpayer identification number is .

4. The names and addresses of the parties hereto are as follows:
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SELLER:

CITY:

TITLE COMPANY:

DRAFT

W.Y.L. Five Star Service Industries, Inc., a

California Corporation

Atin:

Facsimile No.: (_)

Director of Property

John Updike :

25 Van Ness Avenue, Suite 400
San Francisco, California 94102
Facsimile No.: (415) 552-9216
Stewart Title Guaranty Company

100

Pine Street, Suite 450

San Francisco, CA 94111

Attn;

Facsimile No.: ()

5. Each of the parties hereto shall retain this Agreement for a period of four (4) years

following the calendar year during which the date of closing of the Transaction occurs.

[SIGNATURES ON FOLLOWING PAGE]
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IN WITNESS WHEREOF, the parties have entered into this Agreement as of the date and year

first above written.

SELLER:

CITY:

Title Company:

J-3

W.Y.L. Five Star Service Industries, Inc., a
California Corporation

Attn:
Facsimile No.: (_)

By:

Its:

Date:

CITY AND COUNTY OF SAN FRANCISCO,
a municipal corporation

By:
JOHN UPDIKE
Director of Property

Date:

STEWART TITLE GUARANTY COMPANY

Date:

By:

Its:
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EXHIBIT K
SCHEDULE OF LEASES

[See following page.]
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EXHIBIT L
SCHEDULE OF MISCELLANEOUS AGREEMENTS

[See following page.]
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EXHIBIT M
SCHEDULE OF LITIGATION AND NOTICES OF DEFAULT

None.
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DRAFT

EXHIBIT N
ENVIRONMENTAL DISCLOSURE

Environmental Site Assessment, dated as of April 12, 2000, prepared by Dames &
Moore, Project No. 39737-013.
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EXHIBIT P
FORM OF OWNER’S DECLARATION

The undersigned hereby declares and certifies to Fidelity National Title Company (the
“Title Company”), with respect to that certain real property commonly known as 1975 Galvez
Street, located in the City and County of San Francisco, California (the “Premises™), that:

(1)  the undersigned has not entered into any written agreement for any repair, work of
improvement or materials furnished to the Premises within the last one hundred eighty (1 80)
days which has not been paid for, and the undersigned has not received any written notice
asserting any currently existing claim based on any such repair, work or materials; and

2) to the actual knowledge of the undersigned, there is no one in possession of the
Premises other than the tenants listed on the Rent Roll attached hereto as Exhibit A.

This Declaration is given for the purpose of inducing the Title Company to issue its
policy(ies) of title insurance in favor of the City and County of San Francisco or its nominee
(“Transferee”), and its lender, which may provide coverage as to the items mentioned above in
connection with the undersigned’s transfer of the Premises to Transferee on or about the date
hereof.

Dated this day of ,20

By:  W.Y.L Five Star Service Industries, Inc.,
a California Corporation

By:
Name:
Title:
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EXHIBIT Q
BROKERAGE FEE DISCLOSURE

Brokerage fee shall be paid per separate agreement between Seller and Broker.
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EXHIBIT R
SELLER’S INSURANCE CERTIFICATE

[See following pages.|
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State of California )
) ss
County of San Francisco )
On , before me, , a notary public in and
for said State, personally appeared , who proved to

me on the basis of satisfactory evidence to be the person(s) whose name(s) is/are subscribed to
the within instrument and acknowledged to me that he/she/they executed the same in
his/her/their authorized capacity(ies), and that by his/her/their signature(s) on the instrument the
person(s), or the entity upon behalf of which the person(s) acted, executed the instrument.

I certify under PENALTY OF PERJURY under the laws of the State of California that the foregoing
paragraph is true and correct.

WITNESS my hand and official seal.

Signature (Seal)
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SCHEDULE 1

ENERGY DISCLOSURE DOCUMENTS
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LEASE

between

FOUR FIFTY TOLAND LLC, as Landlord

and

CITY AND COUNTY OF SAN FRANCISCO,
as Tenant

For the lease of
450 Toland Street
San Francisco, California

[December 15 2015]
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DRAFT
LEASE

THIS LEASE (this "Lease"), dated for reference purposes only as of [December 1%,
2015], is by and between Four Fifty Toland, LLC a California, Limited Liability Company
("Landlord"), and the CITY AND COUNTY OF SAN FRANCISCO, a municipal corporation
("City" or "Tenant").

Landlord and City hereby agree as follows:
1. BASIC LEASE INFORMATION

The following is a summary of basic lease information (the "Basic Lease Information™).
Each item below shall be deemed to incorporate all of the terms in this Lease pertaining to such
item. In the event of any conflict between the information in this Section and any more specific
provision of this Lease, the more specific provision shall control.

Lease Reference Date: December 1st, 2015

Landlord: ’ Four Fifty Toland, LL.C

Tenant:  CITY AND COUNTY OF SAN FRANCISCO
Building (Section 2.1): 450 Toland Street

Premises (Section 2.1): V The building and land located at Assessor’s

Block 5230, Lot 18, containing approximately
46,221 rentable square feet.

Term (Section 3): : Estimated commencement date:
: December 15, 2015
Expiration date:
December 14%™ 2025
Extension Options (Section 3.4): Two (2) additional term(s) of five (5) years

(each), exercisable by City by notice to
Landlord given not less than 12 months in
advance, with rent determined pursuant to
Section 4.2.

Base Rent (Section 4.1): _ Annual Base Rent: $735,600
Monthly payments: $61,300
Base Rent is subject to partial abatement for

the month of July during each of the first five
years of the Term pursuant to Section 4.1.

Base Year (Section 4.3): December 2015
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Adjustment Dates (Section 4.2):

Additional Charges (Section 4.3):

Use (Section 5.1):

Alterations (Section 6)

Utilities (Section 9.1):

Services (Section 9.2):

Notice Address of Landlord (Section 23.1):

Key Contact for Landlord:
Landlord Contact Telephone No.:

DRAFT

On each anniversary date of the Lease
Commencement, the Monthly Base Rent shall
be adjusted upward by 3%.

Property Management Fee equal to 4% of the
monthly rent. '

City shall have the right to use the Premises for
the City’s central shops, vehicle repair and
maintenance, public equipment storage, public
programs, general office and any other purpose
commensurate with existing zoning and for no
other purposes without prior written consent of
Landlord which consent shall not be
unreasonably withheld or delayed.

Landlord shall permit/facilitate and authorize
City to engage architect and contractors of
City’s selection to construct, at City’s cost,
improvements to the property. City shall
present plans to the Landlord prior to
construction for Landlord’s approval which
shall not be unreasonably withheld or delayed.

City at its sole cost shall be responsible for its
electricity, gas and water. Landlord shall
provide and maintain existing main lines for
electricity, gas, water and sewer.

City at City’s sole cost shall be responsible for
window washing, parking lot and tree
maintenance, recycling and refuse removal,
pest control and security. City shall also be
responsible for CRAC (Computer Room Air
Conditioning), maintenance and an emergency
generator and UPS maintenance, if installed.

Four Fifty Toland, LLC.
c/o Robert Stoops

16 Bien Venida

Orinda, CA 94563

Fax No.: (925) 254-6008

Mzr. Robert Stoops
(925) 408-1840
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Notice Address for Tenant (Section 23.1):

and to:

Key Contact for Tenant:
Tenant Contact Telephone No.:
Alternate Contact for Tenant:

Alternate Contact Telephone No.:
Brokers (Section 23.8):

Other Noteworthy Provisions (Section 27):

2. PREMISES

2.1 Lease Premises

DRAFT

Real Estate Division ‘
25 Van Ness Avenue, Suite 400
San Francisco, California 94102
Attn:  John Updike, :
Director of Property
Re: 450 Toland Street
Fax No.: (415) 552-9216 .

Office of the City Attorney
City Hall, Room 234
1 Dr. Carlton B. Goodlett Place
San Francisco, CA 94102-4682
Attn: Real Estate/Finance

Re: 450 Toland
Fax No.: (415) 554-4755

Jeff Suess
415-554-9873
Marta Bayol
415-554-9865

Cushman & Wakefield

Tim Garlick & Matt Squires
201 California Street Suite 800
San Francisco, CA 94111

Right of first refusal to Purchase: In the event
Landlord desires to sell the property (without
any obligation to do so) City shall be offered
the first opportunity to purchase the property.
As set forth in section 27.1 below and in the
attached Exhibit C.

In consideration of the obligation of City to pay Rent as herein provided and in
consideration of the other terms, covenants, and conditions hereof, Landlord leases to City and
City leases from Landlord, subject to the provisions of this Lease, those premises identified in
the Basic Lease Information, which includes the real property described and shown on the
attached Exhibit A, and the Bulldmg and any other improvements located on such real property

(collectively, the " "Premlses")

2.2 Disability Access

California Civil Code Section 1938 requires commercial landlords to disclose to tenants
whether the property being leased has undergone inspection by a Certified Access Specialist
("CASp") to determine whether the property meets all applicable construction-related
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accessibility requirements. City is hereby advised that the Premises have not been inspected by a
CASp.

2.3 Energy Consumption

City acknowledges and agrees that Landlord delivered the Data Verification Checklist (as
defined in the California Code of Regulations, Title 20, Division 2, Chapter 4, Article 9,

Section 1680) for the Premises, copies of which are attached as Schedule 1 to ‘this Lease no less
than 24 hours prior to City’s execution of this Lease.

3. TERM
3.1 Term of Lease

The Premises are leased for an initial term (the "Initial Term") commencing on the date
specified in the Basic Lease Information as the estimated commencement date (the "Estimated
Commencement Date"), or such later date or earlier date, with City’s written acceptance, as
Landlord shall have delivered the Premises to City vacant and free of other tenancies and
occupants and the Premises shall have been accepted by City pursuant to approval by City’s
Mayor and Board of Supervisors of the transaction contemplated by this Lease, in their
respective sole and absolute discretion, as further provided in this Lease. The Initial Term of this
Lease shall end on the expiration date specified in the Basic Lease Information, or such earlier
date on which this Lease terminates pursuant to the provisions of this Lease, provided that City
shall have the right to extend the Initial Term pursuant to Section 3.4 (Extension Option(s)),
below. The word "Term" as used herein shall refer to the Initial Term and any Extended Term(s)
if City exercises the Extension Option(s) as provided below.

3.2 Commencement Date and Expiration Date

The dates on which the Term commences and terminates pursuant hereto are referred to
respectively as the "Commencement Date" and the "Expiration Date." If the Commencement
Date occurs on a date other than the Estimated Commencement Date, then promptly thereafter
Landlord shall deliver to City a notice substantially in the form of Exhibit B attached hereto,
confirming the actual Commencement Date, but Landlord’s failure to do so shall not affect the
commencement of the Term

3.3 Delay in Delivery of Possession

Landlord shall use its best efforts to deliver possession of the Premises on or before the
Estimated Commencement Date. However, if Landlord is unable to deliver possession of the
Premises as provided above, then, subject to the provisions of this Section below, the validity of
this Lease shall not be affected by such inability to deliver possession except that City’s
obligations to pay Base Rent or any other charges shall not commence until such time as
Landlord has delivered the Premises as required under this Lease. If the Term commences later
or earlier than the Estimated Commencement Date, this Lease shall nevertheless expire on the
Expiration Date, unless sooner terminated pursuant to the provisions under this Lease. If
Landlord is unable to deliver possession of the Premises to City as required hereunder within
Thirty (30) days after the Estimated Commencement Date, then City may, at its option, terminate
this Lease, without any further liability under this Lease, upon written notice to Landlord.

3.4 Extension Option(s)

City shall have the right to extend the Initial Term of this Lease (the "Extension
Option(s)") for the additional term(s) specified in the Basic Lease Information (the "Extended
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Term(s)"). Such Extension Option(s) shall be on all of the terms and conditions contained in this
Lease, except that Base Rent for the first twelve (12) months of an Extended Term, and each
twelve (12) months thereafter, shall be adjusted as set forth in Section 4.2(b). City may exercise
the Extension Option(s), if at all, by giving written notice to Landlord no later than Three
hundred and sixty five (365) days prior to expiration of the Term to be extended; provided,
however, if City is in material default under this Lease on the date of giving such notice and fails
to cure such default as provided in this Lease, Landlord may reject such exercise by delivering
written notice thereof to City within five (5) business days after Landlord learns of such failure
to cure. Landlord acknowledges and agrees that City’s notice of its intent to exercise an
Extension Option shall be subject to enactment of a resolution by the Board of Supervisors and
the Mayor, in their respective sole and absolute discretion, approving and authorizing the same,
within sixty (60) days after the date such notice of exercise is given.

4. RENT
4.1 Base Rent; Scheduled Rent Abatement

Beginning on the Commencement Date, City shall pay to Landlord during the Term the
annual Base Rent specified in the Basic Lease Information (the "Base Rent”) provided that the
Base Rent (but not Additional Charges) shall be abated in full for the month of July for each of
the first five (5) years of the Term. The Base Rent shall be payable in equal consecutive monthly
payments on or before the first day of each month, in advance, at the address specified for
Landlord in the Basic Lease Information, or such other place as Landlord may designate in
writing upon not less than thirty (30) days’ advance notice. City shall pay the Base Rent without
any prior demand and without any deductions or setoff except as otherwise provided in this
Lease. If the Commencement Date occurs on a day other than the first day of a calendar month
or the Expiration Date occurs on a day other than the last day of a calendar month, then the
monthly payment of the Base Rent for such fractional month shall be prorated based on a thirty
(30)-day month.

4.2 Adjustments in Base Rent
(a) Adjustment Date.

On each date specified in the Basic Lease Information for the adjustment of Base Rent
(an "Adjustment Date"), the Base Rent payable under Section 4.1 shall be adjusted as follows:
On each Adjustment Date, the Base Rent for the following twelve month period shall be adjusted
to equal one hundred and three percent (103%) of the Base Rent for the lease year preceding
such Adjustment Date.

(b) Extension Term(s).

City’s exercise of each Extension Option shall be subject to authorizing legislation within
seventy five (75) days following the determination of the Base Rent for each Extension Term as
follows:

At the commencement of an Extension Term, the Base Rent shall be adjusted to equal
ninety five percent (95%) of the prevailing market rate for space of comparable size, age, and
condition as existed prior to City’s 1mprovements and alterations. Specifically, City’s Leasehold
Improvements shall not be included in determining the prevailing market rate for an Extension
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Term. Location is defined by the following boundaries (“Reference Area”). The Bayshore
District of San Francisco with a western boundary of Bayshore Blvd., a northern boundary of
Cesar Chavez, a southern boundary of Silver Street to Quint Street connecting at Oakdale, and
Third Street to the East; provided, however, in no event shall the Base Rent be reduced below the
Base Rent for the lease year prior to commencement of such Extended Term. As used herein,
the term "prevailing market rate" shall mean the base rental for such comparable space, taking
into account (i) any additional rental and all other payments and escalations payable hereunder,
(ii) floor location, size, and condition of the premises covered by leases of such comparable
space as existed prior to any City Leasehold Improvements or other Alterations, (iii) the duration
of the renewal term and the term of such comparable leases, (iv) free rent given under such
comparable leases and any other tenant concessions, and (v) building standard tenant
improvement allowances and other allowances given under such comparable leases.

Within thirty (30) days following City's exercise of an Extension Option, Landlord shall -
notify City of Landlord's determination of the prevailing market rate for the Premises. If City
disputes Landlord’s determination of the prevailing market rate, City shall so notify Landlord
within fourteen (14) days following Landlord’s notice to City of the prevailing market rate and
such dispute shall be resolved as follows:

@) Within thirty (30) days following Landlord’s notice to City of the
prevailing market rate, Landlord and City shall attempt in good faith to meet no
less than two (2) times, at a mutually agreeable time and place, to attempt to
resolve any such disagreement.

(i)  If within this thirty (30)-day period Landlord and City cannot
reach agreement as to the prevailing market rate, they shall each select one
appraiser to determine the prevailing market rate. Each such appraiser shall
arrive at a determination of the prevailing market rate and submit his or her |
conclusions to Landlord and City within thirty (30) days of the expiration of the
thirty (30) day consultation period described in (a) above.

(iii)  If only one appraisal is submitted within the requisite time period,
it shall be deemed to be the prevailing market rate. If both appraisals are
submitted within such time period, and if the two appraisals so submitted differ
by less than ten percent (10%) of the higher of the two, then the average of the
two shall be the prevailing market rate. If the two appraisals differ by more than
ten percent (10%) of the higher of the two, then the two appraisers shall
immediately select a third appraiser who will within thirty (30) days of his or her
selection make a determination of the prevailing market rate and submit such
determination to Landlord and City. This third appraisal will then be averaged
with the closer of the two previous appraisals and the result shall be the
prevailing market rate. ‘

(iv)  If City’s Director of Property does not approve of the prevailing
market rate as determined by the appraisal procedure specified above, the
Director of Property shall revoke the exercise of the Extension Option by City.

(v)  All appraisers specified herein shall be "MAI" designated
members of the Appraisal Institute with not less than five (5) years’ experience
appraising leases of commercial properties similar to the Premises situated
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 within the Reference Area. Landlord and City shall each pay the cost of the
appraiser selected by such party and one-half of the cost of the third appraiser
plus one-half of any other costs incurred in the arbitration.

4.3 Additional Charges

City shall pay to Landlord any charges or other amounts required under this Lease as
additional rent ("Additional Charges"), including the charges for Real Estate Taxes, Landlord’s
Insurance Costs, the Management Fee, provided for herein below and, if applicable, charges for
Additional Services, as provided for herein below. All such Additional Charges shall be payable
to Landlord at the place where the Base Rent is payable. Landlord shall have the same remedies
for a default in the payment of any Additional Charges as for a default in the payment of Base
Rent. The Base Rent and Additional Charges are sometimes collectively referred to below as
"Rent."

4.4 Definitions

For purposes hereof, the following terms shall have the meanings hereinafter set forth:

(a) "Base Year" means the year specified in the Basic Lease Information.

(b) "Expense Year" means each calendar year commencing January 1st of each
year during the Term, including any partial year in which this Lease commences; provided that
Landlord, upon advance written notice to City, may change the Expense Year to any other
twelve (12) consecutive month period and, in the event of any such change, the Management Fee
shall be equitably adjusted for the Expense Years involved in any such change.

(c) "Management Fee" means a property management fee, equal to 4% of the
then-current Base Rent. :

(d) "Real Estate Taxes" means all taxes, assessments and charges levied upon or
with respect tg the Premises, or Landlord’s interest in the Premises. Real Estate Taxes shall
include, without limitation, all general real property taxes and general and special assessments,
charges, fees, or assessments for transit, housing, police, fire, or other governmental services
thereof, service payments in lieu of taxes that are now or hereafter levied or assessed against
Landlord by the United States of America, the State of California or any political subdivision
thereof, public corporation, district, or any other political or public entity, and shall also include
any other tax, fee or other excise, however described, that may be levied or assessed as a
substitute for, or as an addition to, in whole or in part, any other Real Estate Taxes.

Notwithstanding the foregoing, Real Estate Taxes shall exclude (1) franchise,
transfer, inheritance, gross receipts, or capital stock taxes or income taxes of Landlord from all
sources unless, due to a change in the method of taxation, any of such taxes is levied or assessed
against Landlord as a substitute for, or as an addition to, in whole or in part, any other tax that
would otherwise constitute a Real Estate Tax, (2) any penalties, fines, interest or charges
attributable to the late payment of any taxes, except to the extent attributable to City’s failure to
pay its portion of Real Estate Taxes hereunder, (3) any personal property taxes payable by City
hereunder or by any other tenant or occupant of the Building, or (4) any increase in Real Estate
Taxes due to any reassessment upon a transfer of any of Landlord’s interest in the Building or
the real property on which the Building is located.
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(e) "Tax Year" means each calendar year during the Term, including any partial
year during which this Lease may commence; provided that Landlord, upon notice to City, may
change the Tax Year from time to time to any other twelve (12) consecutive month period and, in
the event of any such change, the Real Estate Taxes shall be equitably adjusted for the Tax Year
involved in any such change. Real Estate Taxes during any partial Tax Year within the Term
shall be prorated per Section 4.6.

4.5  Payment of Additional Expenses

During the Term, commencing after the end of the Base Year, City shall pay to Landlord
each month, as additional rent, one twelfth (1/12) of the Additional Charges. City shall make
such payments, in advance, in an amount estimated by Landlord in reasonable detail in a writing
delivered to City. Landlord may revise such estimates of Additional Charges from time to time
and City shall thereafter make payments on the basis of such revised estimates, provided that no
such revisions shall be retroactive and Landlord may not make any such revisions more than
twice in any given Expense Year and no such revision may be made any earlier than four (4)
months subsequent to the prior estimate for such Expense Year. With reasonable promptness not
to exceed the date which is the later of (a) sixty (60) days after the expiration of each Expense
Year or (b) thirty (30) days after Landlord has received the tax bills for any Tax Year, Landlord
shall furnish City with a statement (herein called "Landlord’s Expense Statement"), prepared by
Landlord’s independent certified public accountant, setting forth in reasonable detail the
Additional Charges for such Expense Year. If the Additional Charges for such Expense Year
exceeds the additional rent paid by City for such Expense Year, City shall pay to Landlord
(whether or not this Lease has terminated) the difference between the amount of additional rent
paid by City and the Additional Charges within thirty (30) days after the receipt of Landlord’s
Expense Statement. If the total additional rent paid by exceeds the actual Additional Charges for
such Expense Year, such excess shall be credited against the next installments of Additional
Charges due from City to Landlord hereunder, or refunded to City, at City’s option.

4.6 Proration

If the Commencement Date or Expiration Date shall occur on a date other than the first or
last day of a Tax Year or Expense Year, then Real Estate Taxes, Landlord’s Insurance Costs, and
the Management Fee for the Tax Year or Expense Year in which the Commencement Date or
Expiration Date occurs shall be prorated based on a three hundred sixty-five (365)-day year.

4.7 Audits

City shall have the right, upon not less than ten (10) business days’ notice to Landlord, to
audit the books and records related to the Management Fee, Landlord’s Insurance Costs, and
Real Estate Taxes. If such audit discloses any discrepancies which would result in a reduction of
Management Fee or Landlord’s Insurance Costs for any Expense Year, Landlord shall
immediately refund to City the amount of any overpayment by City. City shall pay the cost of
such audit, provided that if such audit discloses any discrepancies which result in a reduction of
the Management Fee or Landlord’s Insurance Costs of five percent (5%) or more for any
Expense Year, then Landlord shall pay the costs of such audit.

4.8 Records

Landlord shall maintain at its offices, in a safe, complete and organized manner all of its
records pertaining to this Lease and Real Estate Taxes, the Management Fee, Landlord’s
Insurance Costs and any other charges paid by City pursuant hereto, for a period of not less than

8
450 Toland Lease — 10.30.15 (rrc)



" DRAFT

three (3) years following expiration of the Term. Landlord shall maintain such records on a
current basis and in sufficient detail to facilitate adequate audit and review thereof. All such
books and records shall be available for inspection, copying and audit by City and its
representatives, at City’s expense, subject to the provisions of Section 4.7 above. At City's
request, Landlord shall delivery copies of such records to City within ten (10) business days;
City shall pay the actual costs for copying and delivery.

5. USE
5.1 Permitted Use

City may use the Premises for the City’s central shops, vehicle repair and maintenance,
public equipment storage, public programs, general office use and any other purpose
commensurate with existing zoning, and the construction of Alterations related to the forgoing,
and for no other purposes without prior written consent of Landlord, which consent shall not be
unreasonably withheld or delayed.

5.2 Interference with Access

Landlord shall provide to City access to the Building and the Premises twenty-four (24)
hours per day, seven (7) days per week, together with uninterrupted access thereto to the
. maximum extent possible, including, without limitation, during any power outages affecting the
Premises or any portion of the Building; provided, however, that Landlord may, after
consultation with the City’s Administrator, interrupt City’s access to the Premises or the
Building in the event of an immediate threat of the Premises or any portion of the Building being
rendered unsafe for human occupancy. If City’s use of any of the Premises or access thereto is
interrupted as a result of the Premises being rendered unsafe for human occupancy due to
Landlord’s failure to comply with its obligations under this Lease or for any other reason other
than City’s (or a Subtenant’s) default hereunder, then Landlord shall immediately undertake all
necessary steps to correct such condition. In the event such condition continues for five (5)
business days and impairs City’s ability to carry on its business in the Premises, the Rent payable
hereunder shall be abated based on the extent to which such default interferes with City’s ability
to carry on its business at the Premises. If any such default by Landlord shall continue for thirty
(30) days or more after City’s use is interrupted and impairs City’s ability to carry on its business
in the Premises, then City shall have the right, without limiting any of its other rights under this
Lease to terminate this Lease, unless Landlord supplies City with evidence reasonably
satisfactory to City that City’s normal and safe use will be restored within sixty (60) days of the
date City’s use was interrupted, and such use is actually restored within such 60-day period.
Nothing in this Section shall limit City’s rights with respect to any disruption due to casualty
pursuant to Section 12 (Damage and Destruction) hereof.

6. PREPARATION OF PREMISES.

Landlord shall deliver the Premises in broom clean condition, vacant and free of other
tenancies and occupants and free of the personal property of Landlord or any previous tenant,
provided, that existing furniture, racking, cold storage infrastructure and equipment will be left in
place for either the use of or removal by City, in its sole discretion.

7. ALTERATIONS
7.1 Alteraﬁons by City

(2) City shall not make or permit any alterations, installations, additions or
improvements (collectively, "Alterations") to the Premises without first obtaining Landlord’s
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written consent, which Landlord shall not unreasonably withhold or delay. However, the
installation of furnishings, fixtures, equipment (including trade fixtures used in the maintenance,
repair, storage of vehicles and equipment as well as related supporting functions of the use
described in Section 5.1 (Permitted Use)), painting, replacement or installation of flooring
surfaces and cosmetic improvements. none of which affect the Building Systems or structural
integrity of the Building, shall not constitute Alterations requiring Landlord’s consent.

(b)  Landlord acknowledges that City intends to construct, at City’s cost, certain
substantial Alterations to the Premises, which may include, without limitation, (i) reconfiguration
of the Building, including but not limited to modifications of or new openings, new roof
penetrations, removal of existing walls, or installation of new walls, new windows, doors,
structural modifications, or seismic upgrades; (ii) changes or modification of the parking area
and loading docks, including but not limited to, installation of ramps or reconfiguration of this
area, including removal of loading docks, or changes to the elevations; (iii) changes to the
Building Systems; plumbing and electrical, including but not limited to new service, additional
panels, outlets or power required to support installed equipment, lighting, drains, pipes, sinks,
restrooms; (iv) installation of HVAC systems, filtration systems, building management systems,
or any other modifications required, in City’s sole discretion to modify the Premises to suit the
uses described in Section 5.1 (Permitted Use), and Landlord hereby authorizes City to engage a
construction manager, architect and other contractors of City’s selection to construct such
Alterations (collectively, the "Leasehold Improvements"). City, at its sole cost and expense
(except as otherwise specifically set forth herein), and through a general contractor approved by
City (the "Contractor"), shall furnish and install within the Premises the Leasehold
Improvements, as shown on the Construction Documents finally approved by Landlord pursuant
to this Section 7.1 in accordance with the provisions of this Section 7.1(b).

1. Plans and Specifications.

a. Schematic Design Documents; Design Development Documents. City
shall cause schematic design plans for the Leasehold Improvements (the "Schematic Design
Documents") to be prepared in accordance with the program requirements of City. Based on the
Schematic Design Documents as approved by Landlord pursuant to Section 7.1(b)1.c., below,
and any adjustments approved by City and Landlord, City or City’s construction manager shall .
cause its architect or space planner approved by City in City’s sole and absolute discretion (the
"Architect") and its qualified and licensed engineer approved by City in City’s sole and absolute
discretion (the "Engineer") to prepare and submit to Landlord for its approval plans and
specifications expanding in greater detail the representations of the Schematic Design
Documents and fixing and describing the size and character of the Leasehold Improvements,
including, without limitation, architectural, structural, mechanical, electrical, fire and life safety
systems, materials and such other elements as may be appropriate, together with fully developed
floor plans, interior elevations, reflected ceiling plans, wall and building sections (collectively,
the "Design Development Documents") The Schematic Design Documents and the Design
Development Documents shall be subject to approval by Landlord in accordance with
Paragraph 7.1(b)1.c below.

b. Construction Documents. Based on the approved Design Development
Documents and any further adjustments approved by Landlord, City or City’s construction
manager shall cause its Architect and Engineer to prepare and submit to Landlord for its
approval final plans, specifications and working drawings for the Leasehold Improvements,
setting forth in detail all aspects of the design, function and construction of the Leasehold
Improvements, in form sufficient for bidding of all elements of construction, and in conformity
with all of the requirements of this Section 7.1 (collectively, the "Construction Documents").
Such Construction Documents shall be subject to approval by Landlord in accordance with
Paragraph 7.1(b)1.c, below.
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c. - Landlord’s Approval of Plans. The Schematic Design Documents, Design
Development Documents and Construction Documents (and any Change Orders thereto, as
described below) shall be subject to approval by Landlord, which approval shall not be
unreasonably withheld or delayed, in accordance with the following procedure. After
submission of the Schematic Design Documents, Design Development Documents, Construction
Documents or proposed Change Order by City to Landlord, Landlord shall have ten (10) days to
disapprove any element thereof. If Landlord does so, then Landlord shall notify City within such
period of its disapproval and of the revisions that Landlord reasonably requires in order to obtain
approval consistent with the terms of this Lease. City shall submit to Landlord documents
incorporating the required revisions. Such revisions shall be subject to approval by Landlord,
which shall not be unreasonably withheld or delayed. Such revisions shall be deemed approved
by Landlord if Landlord fails to notify City of any objection within ten (10) days after receipt of
the revision.

d. Change Orders. If following Landlord’s approval of the Construction
Documents, City requests or is required to make any material change, addition or alteration
thereto relating to the design or specifications of the Leasehold Improvement Work ("Change
Order"), City shall provide Landlord with proposed plans and specifications with respect to such
change, addition or alteration. Any such Change Order shall be subject to Landlord’s prior
written approval, in accordance with Paragraph 7.1(b)1.c, above. City shall be solely responsible
for the cost of the Change Order, including, without limitation, the costs of preparing the plans
and specifications relating thereto.

2. Responsibility for Obtaining Permits. City shall have the responsibility for obtaining
all governmental permits and approvals required to commence and complete the Leasehold
Improvement Work and any other Alterations if applicable, and promptly upon receipt thereof
shall deliver copies of all of such permits and approvals to Landlord. Landlord shall, without
cost to itself, cooperate with City in securing building and other permits and authorizations
needed in connection with any permitted Alterations. Landlord shall not be entitled to any
construction or other administrative fee in connection with any Alteration.

3. Construction of Leasehold Improvements. Following Landlord’s approval of the
Construction Documents, City shall cause the Leasehold Improvements to be constructed and
installed in a good and professional manner in accordance with sound building practice and in
conformity with the Construction Documents, as revised by any Change Orders, and the terms of
this Lease. City shall not have any obhgatlon with respect to any such work other than as
provided herein. .

4. Cooperation. Landlord shall cooperate at all times with City in bringing about the
timely completion of the Leasehold Improvements. Landlord shall resolve any and all disputes
between Landlord and City arising out of the construction of the Leasehold Improvements in a
manner which shall allow work to proceed expeditiously.

5. Landlord’s Duty to Notify City. Landlord shall promptly notify City in writing of
(1) any written communication that Landlord may receive from any governmental, judicial or
legal authority, giving notice of any claim or assertion that the Premises, Building or Leasehold
Improvements fail in any respect to comply with applicable laws, rules and regulations; and
(ii) any known material adverse change in the physical condition of the Premises, including,
without limitation, any damage suffered as a result of earthquakes.

7.2 Title to Improvements

Except for City’s Personal Property (as defined in the next Section), all appurtenances,
fixtures, improvements, equipment, additions and other property permanently installed in the
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Premises as of the Commencement Date or during the Term shall be and remain Landlord’s
property. City may not remove such property unless Landlord consents thereto.

7.3 City’s Personal Property

All furniture, furnishings, equipment, trade fixtures and articles of movable personal
property installed in the Premises by or for the account of City and that can be removed without
structural damage to the Premises(collectively, "City’s Personal Property") shall be and remain
City’s property. At any time during the Term or at the expiration thereof, City may remove any
of City’s Personal Property, provided City shall repair any damage to the Premises resulting
therefrom. Upon the expiration or earlier termination of this Lease, City shall remove City’s
Personal Property from the Premises in accordance with Section 20 (Surrender of Premises),
below. Landlord acknowledges that some of City’s Personal Property may be financed by an
equipment lease financing otherwise subjected to a security interest, or owned by an equipment
company and leased to City. Landlord, upon City’s reasonable request, shall execute and deliver
any document required by any supplier, lessor, or lender

in connection with the installation in the Premises of any items of City’s Personal

Property, pursuant to which Landlord waives any rights it may have or acquire with respect to
City’s Personal Property, so long as the supplier, equipment lessor or lender agrees that it (i) will
remove the Property from the Premises within thirty (30) days after the Expiration Date (but if it
does not remove City’s Personal Property within such time it shall have waived any rights it may
have had to City’s Personal Property), and (ii) will repair any damage caused by the removal of
City’s Personal Property. Landlord shall recognize the rights of any supplier, lessor or lender
who has an interest in any items of City’s Personal Property to enter the Premises and remove
such property at any time during the Term or within thirty (30) days after the Expiration Date.

7.4 Interference by Landlord

Landlord shall use commercially reasonable efforts to minimize interference with or
disruption to City’s use and occupancy of the Premises during any repairs, maintenance,
alterations, installations, additions or improvements to the Premises. Landlord shall promptly
remedy any such interference or disruption upon receiving City’s notice thereof.

8. REPAIRS AND MAINTENANCE
8.1 Reserved |
8.2 City’s Repairs

Subject to Landlord's repair, maintenance and replacement obligations under Article 9
(Utilities), City shall repair, maintain and/or replace (a) the exterior portions of the Premises
including the roof, sidewalk, exterior walls, and Building Systems, (b) the heating, ventilating,
air conditioning, plumbing, electrical, fire protection, life safety, security and other mechanical,
electrical and communications systems of the Building (collectively, the "Building Systems")
and (c) the interior portions of the Building, and shall keep the Premises in good working order
and in a safe and sanitary condition, except for ordinary wear and tear and damage by casualty
fully covered by Landlord’s insurance subject to Article 12. City shall perform any such
required repairs, maintenance and replacements that are City’s responsibility hereunder (i) at
City’s cost, (ii) by contractors or mechanics selected by City and reasonably approved by
Landlord, (iii) so that same shall be at least substantially equal in quality, value and utility to the
original work or installation prior to damage thereof, (iv) in a manner and using equipment and
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materials that will not materially interfere with or impair the operations, use or occupation of the
Building or the Building Systems, and (v) in compliance with all applicable Laws, including,
without limitation, any applicable contracting requirements under City’s Charter and
Administrative Code. Landlord shall assign to City any construction warranty or other
warranties or guaranties held by Landlord with respect to the Premises or any part or component
thereof.

8.3 Liens

City shall keep the Premises free from liens arising out of any work performed, material
furnished or obligations incurred by City during the Term. Landlord shall have the right to post
on the Premises any notices permitted or required by law or that are needed for the protection of
Landlord, the Premises, or the Building, from mechanics’ and material suppliers’ liens. City
shall give Landlord at least ten (10) days’ prior written notice of commencement of any repair or
construction by City on the Premises.

9. UTILITIES AND SERVICES
9.1 Landlord’s Provision of Utiliﬁes

Landlord shall be responsible for maintaining the existing main lines for electricity, gas,
water and sewer utilities to the Building in a good condition. Without limiting Landlord’s
obligations hereunder, Landlord shall provide such maintenance in a manner consistent with
such utilities and services normally provided in other buildings similar to the Building in the
San Francisco Bayview District.

9.2 Services
(a) Janitorial Service
City shall provide, at City’s cost, janitorial service to the Premises.
(b) HVAC

City shall maintain, throughout the term of the Lease, a service contract with a
licensed and qualified contractor for maintenance of heating, ventilation and air conditioning
(“HVAC>) at City’s sole cost. The scope of such services shall be in accordance with the -
requirements of Exhibit C and Title 8 California Code of Regulations, Chapter 4. Division of
Industrial Safety, Subchapter 7. General Industry Safety Orders, Group 16. Control of Hazardous
Substances, Article 107. Dusts, Fumes, Mists, Vapors and Gases Section 5142, Mechanically
Driven Heating, Ventilating and Air Conditioning (HVAC) Systems to Provide Minimum
Building Ventilation. City, at City’s option, shall have the right to also (i) perform such service
with qualified City personnel, or (ii) request that Landlord, at City’s cost, engage Landlord’s
contractor to provide the services described herein, which shall be treated as an Additional
Service as described below.

(c) Additional Services

City reserves the right to request that the Landlord, at City's sole cost, perform
minor Lease related services or incur additional expenses not covered under this Lease from time
to time, as reasonably requested by the City and approved by the Real Estate Division, acting
through the Director of Property or his or her designee. If Landlord, in its sole discretion, agrees
to perform such services or incur such additional expenses, which shall be capped at $2,500 per
month, City shall reimburse Landlord for the pre-approved cost for such expenses as Additional
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Charges within thirty (30) days after receipt of Landlord's estimate for such service or expense,
which cost may include a three (3%) percent Landlord administrative fee. Landlord shall
provide an invoice for the actual cost of the service or expense, including reasonable backup
documentation, as promptly as possible, and any difference between the estimated and actual
cost will be subject to true-up adjustment pursuant to Section 4.3.

9.3 Disruption in Essential Utilities or Services

In the event of any failure, stoppage or interruption of any utilities or services to be
furnished by Landlord hereunder, City shall immediately notify Landlord of such failure,
stoppage or interruption, and Landlord shall diligently attempt to restore service as promptly as
possible and shall keep City apprised of its efforts. In the event Landlord is unable to supply any
of the Building’s sanitary, electrical, water or other essential services serving the Premises
pursuant to Section 9.1 (collectively, "Essential Services") and such inability of Landlord impairs
City’s ability to carry on its business in the Premises for (i) a period of three (3) or more business
days if such failure is in the reasonable control of Landlord or (ii) a period of one hundred twenty
(120) or more consecutive business days if such failure is not within the reasonable control of
Landlord, then the Rent shall be abated based on the extent such inability of Landlord impairs
City’s ability to carry on its business in the Premises. At City’s election but only with
Landlord’s written approval, not to be unreasonably withheld, City shall have the option to
provide such services and offset the reasonable cost thereof against the Rent next due under this
Lease Such abatement, or right to provide the services and offset against Rent, shall continue
until the Essential Services have been restored so that the lack of any remaining services no
longer materially impairs City’s ability to carry on its business in the Premises. Landlord shall
use commercially reasonable efforts to restore disrupted Essential Services as soon as possible.
However, if such failure to provide any Essential Services continues for any reason for over
hundred twenty (120) days and such failure interferes with City’s ability to carry on its business
in the Premises, then City may, without limiting any of its other rights or remedies hereunder or
at law or in equity, terminate this Lease upon written notice to Landlord, unless Landlord
supplies City with evidence reasonably satisfactory to City that the Essential Services will be
restored within sixty (60) days of the date of City’s notice of termination, and the Essential
Services are actually restored within such 60 day period. City shall not be entitled to any
abatement of Rent or right to terminate if Landlord’s inability to supply Essential Services to
City is due to the acts, omissions or negligence of City and its Agents at the Premises.
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10. COMPLIANCE WITH LAWS; PREMISES CONDITION

10.1 Premises Condition and Landlord’s Compliance with Laws; Indemnity

Landlord represents and warrants to City, and covenants with City, as follows: (i)
Landlord has good and marketable title to the Premises, (ii) there are no property defects or
conditions which would affect the City’s intended use of the Premises, (iii) Landlord has no
knowledge of any hazardous materials or contaminations in or about the Premises. Landlord
shall at all times during the Term perform its obligations under this Lease, at its cost, in
compliance with applicable present or future federal, state, local and administrative laws, rules,
- regulations, orders and requirements (collectively, "Laws"), including, without limitation,
Disabilities Laws, Seismic Safety Laws, and Life Safety Laws. Subject to the forgoing and all
other express representations and warranties provided explicitly in this Lease, Tenant
acknowledges and agrees that the Premises are being leased and accepted in their “as is”
condition. Without limiting Section 16.2 (Landlord’s Indemnity), Landlord shall Indemnify City
against any and all Claims arising out of any misrepresentation by Landlord under this Section.

10.2 City’s Compliance with Laws; Indemnity

City shall use the Premises during the Term in compliance with applicable Laws, except
that City shall not be required to make any structural alterations, additions or other modifications
in order to comply therewith unless such modifications are necessary solely because of any
Alterations to the Premises made by City pursuant to Section 7 hereof and such modifications are
not otherwise Landlord’s responsibility under this Lease. City shall be responsible for
complying with any requirement of the Disabilities Laws relating to the placement of City’s
furniture or other City Personal Property and the operation of any programs in the Premises.
Without limiting Section 16.1 (City’s Indemnity), City shall Indemnify Landlord against any and
all Claims arising out of City’s failure to comply with all applicable Laws as provided in this
Section. : ‘

10.3 City’s Compliance with Insurance Requirements .

City shall not conduct any use in or about the Premises that would: (a) invalidate or be in
conflict with any fire or other casualty insurance policies covering the Building or any property
located therein, (b) result in a refusal by fire insurance companies of good standing to insure the
Building or any such property in amounts reasonably satisfactory to Landlord or the holder of
any mortgage or deed of trust encumbering the Building, (¢) cause an increase in the fire
insurance premium for the Building unless City agrees to pay such increase, or (d) subject
Landlord to any liability or responsibility for injury to any person or property by reason solely of
any business operation being conducted by City in the Premises; provided, however, Landlord
shall provide City with reasonable prior written notice of any applicable insurance requirements
and no such insurance requirements shall materially and adversely interfere with City’s normal
business in the Premises.

11.  SUBORDINATION

(a) Without the necessity of any additional document being executed by City for
the purpose of effecting a subordination, and subject to subsection (b) below, this Lease shall be
subject and subordinate at all times to the following (each an "Encumbrance"): (a) any
reciprocal easement agreements, ground leases or other underlying leases that may hereafter be
executed affecting Landlord’s interest in the Property, or any portion thereof, and (b) the lien of
any mortgages or deeds of trust and renewals, modifications, consolidations, replacements and
extensions of any of the foregoing that may hereafter be executed by Landlord in any amount for
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which any part of the Property, any ground lease or underlying lease, or Landlord’s interest or
-estate therein is subject. Notwithstanding the foregoing, if the ground lessor, mortgagee, trustee,
or holder of any such mortgage or deed of trust elects to have City's interest in this Lease be
superior to any such instrument, then upon notice thereof to City, this Lease shall be deemed
superior, whether this Lease was executed before or after the date of said instrument or the
recording thereof. At City’s request, the holder of the Encumbrance shall enter into a
subordination and nondisturbance agreement with City in a form reasonably acceptable to City
evidencing such subordination or superiority of this Lease.

(b) In the event any mortgage or deed of trust to which this Lease is subordinate
is foreclosed or a deed in lieu of foreclosure is given to the mortgagee or beneficiary, or in the
event any ground lease or underlying lease to which this Lease is subordinate is terminated, this
Lease shall not be barred, terminated, cut off, or foreclosed nor shall the rights and possession of
City hereunder be disturbed if City shall not then be in default in the payment of rental or other
sums due hereunder or otherwise be in default under the terms of this Lease, and as a condition
to City’s subordination under Section 11(a) above, any Encumbrance shall provide for the
forgoing. City shall attorn to and become the tenant of the successor-in-interest to Landlord,
provided that City has received proper written notice of such succession and the name and
address of the successor landlord. City’s covenant under subsection (a) above to subordinate this
Lease to any Encumbrance or other hypothecation hereafter executed is conditioned upon each
such senior instrument containing the commitments specified in this subsection (b). The
provisions of this Section shall be self-operative and no further instrument shall be required other
than as provided in this Section. City agrees, however, to execute upon request by Landlord and
in a form reasonably acceptable to City, any additional documents evidencing the priority or
subordination of this Lease with respect to any such Encumbrance as provided herein.

12. DAMAGE AND DESTRUCTION
12.1 Minor Damage

If the Premises, the Building or any Building Systems are damaged by fire or other
casualty not principally resulting from any willful or negligent act or omission of City, its Agents
or its Invitees, such that less than 33% of the Premises is deemed to not be of beneficial use to
the City, Landlord shall repair the same without delay (and if Landlord is then carrying insurance
on the Alterations or if City at its sole option makes funds available to Landlord, Landlord shall
also repair the Alterations), provided that such repairs can be made under applicable laws within
sixty (60) days after Landlord obtains all necessary permits for such repairs but not later than two
hundred ten (210) days after the date of such damage (the "Repair Period"). In such event, this
Lease shall remain in full force and effect, except that City shall be entitled to an abatement of

" Rent while such repairs are being made. Such abatement in Rent shall be based upon the extent
to which such damage and the making of such repairs interfere with City’s business in the
Premises. Landlord’s repairs shall not include, and the Rent shall not be abated as a result of,
any damage by fire or other cause to City’s Personal Property or any damage caused by the
negligence or willful misconduct of City or its Agents or Invitees.

Within twenty (20) days after the date of such damage, Landlord shall notify City
whether or not, in Landlord’s reasonable judgment made in good faith, such repairs can be made
within the Repair Period (“Repair Notice”). If such repairs cannot be made within the Repair
Period, then City may, by written notice, given within thirty (30) days after the date of receipt of
the Repair Notice, terminate this Lease as of the date specified in City’s notice, which date shall
be not less than thirty (30) nor more than sixty (60) days after notice is given by City. In case of
termination, the Rent shall be reduced by a proportionate amount based upon the extent to which
such damage interferes with the conduct of City’s business in the Premises, and City shall pay
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such reduced Rent up to the date of termination. Landlord shall refund to City any Rent ~
previously paid for any period of time subsequent to such date of termination.

12.2 Major Damage

If the Premises, the Building or any Building Systems are damaged by fire or other
casualty not principally resulting from any willful or negligent act or omission of City, its Agents
or-its Invitees, such that 33% or more of the Premises is deemed to not be of beneficial use to the
City, Landlord shall repair the same without delay (and if Landlord is then carrying insurance on
the Alterations or if City at its sole option makes funds available to Landlord, Landlord shall also
repair the Alterations), provided that such repairs can be made under applicable laws within sixty
(60) days after Landlord obtains all necessary permits for such repairs but not later than seven
hundred and thirty (730) days after the date of such damage (the "Major Repair Period"). In such
event, this Lease shall remain in full force and effect, except that City shall be entitled to an
abatement of Rent while such repairs are being made. Such abatement in Rent shall be based
upon the extent to which such damage and the making of such repairs interfere with City’s
business in the Premises. Landlord’s repairs shall not include, and the Rent shall not be abated
as a result of, any damage by fire or other cause to City’s Personal Property or any damage
caused by the negligence or willful misconduct of City or its Agents or Invitees.

Within forty five (45) days after the date of such damage, Landlord shall notify City
whether or not, in Landlord’s reasonable judgment made in good faith, such repairs can be made
within the Major Repair Period (“Major Repair Notice™). If such repairs cannot be made within
the Major Repair Period, then City may, by written notice, given within thirty (30) days after the
date of receipt of the Major Repair Notice, terminate this Lease as of the date specified in City’s
notice, which date shall be not less than thirty (30) nor more than sixty (60) days after notice is
given by City. If such repairs cannot be made within one thousand and ninety five (1,095) days,
then Landlord may, by written notice, given within thirty (30) days after the date of such
damage, terminate this Lease as of the date specified in such notice, which date shall be not less
than thirty (30) nor more than sixty (60) days after notice is given by City. \

In case of termination, the Rent shall be reduced by a proportionate amount based upon
the extent to which such damage interferes with the conduct of City’s business in the Premises,
and City shall pay such reduced Rent up to the date of termination. Landlord shall refund to City
any Rent previously paid for any period of time subsequent to such date of termination.

123 Rights and Obligations; Waiver

The parties intend that the provisions of this Section govern fully their rights and

- obligations in the event of damage or destruction, and Landlord and City each hereby waives and
releases any right to terminate this Lease in whole or in part under Section 1932, subdivision 2,
Section 1933, subdivision 4, and Sections 1941 and 1942 of the Civil Code of California or
under any similar law, statute or ordinance now or hereafter in effect, to the extent such rights
are inconsistent with the provisions hereof.

13. EMINENT DOMAIN
13.1 Definitions
(a) "Taking" means a taking or damaging, including severance damage, by
eminent domain, inverse condemnation or for any public or quasi-public use under law. A

Taking may occur pursuant to the recording of a final order of condemnation, or by voluntary
sale or conveyance in lieu of condemnation or in settlement of a condemnation action.
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(b) "Date of Taking" means the earlier of (i) the date upon Whiéh title to the
portion of the Property taken passes to and vests in the condemnor or (ii) the date on which
Tenant is dispossessed.

(¢) "Award" means all compensation, sums or anything of value paid, awarded or
received for a Taking, whether pursuant to judgment, agreement, settlement or otherwise.

13.2 General

If during the Term or during the period between the execution of this Lease and the
Commencement Date, there is any Taking of all or any part of the Premises or any interest in this
Lease, the rights and obligations of the parties hereunder shall be determined pursuant to this
Section. City and Landlord intend that the provisions hereof govern fully in the event of a
Taking and accordingly, the parties each hereby waive any right to terminate this Lease in whole
or in part under Sections 1265.110, 1265.120, 1265.130 and 1265.140 of the California Code of
Civil Procedure or under any similar law now or hereafter in effect. .

13.3 Total Taking; Automatic Termination

If there is a total Taking of the Premises, then this Lease shall terminate as of the Date of
Taking.

134 Partial Taking; Election to Terminate

(a) If there is a Taking of any portion (but less than all) of the Premises, then this
Lease shall terminate in its entirety if all of the following exist: (i) the partial Taking, in City’s
reasonable judgment, renders the remaining portion of the Premises untenantable or unsuitable .
for continued use by City for its intended purposes or otherwise materially adversely affects
City’s normal operations in the Premises, (i) the condition rendering the Premises untenantable
or unsuitable either is not curable or is curable but Landlord is unwilling or unable to cure such
condition, and (iii) City elects to terminate.

(b) In the case of a partial taking of a substantial portion of the Building, and if
subsection (a) above does not apply, City and Landlord shall each have the right to terminate this
Lease by written notice to the other within thirty (30) days after the Date of Taking, provided
that, as a condition to City’s right to terminate, the portion of the Building taken shall, in City’s
reasonable judgment, render the Premises unsuitable for continued use by City for its intended
purposes or otherwise materially adversely affect City’s normal operations in the Premises.

(¢) Either party electing to terminate under the provisions of this Section 13.4
shall do so by giving written notice to the other party before or within thirty (30) days after the
Date of Taking, and thereafter this Lease shall terminate upon the later of the thirtieth (30%) day
after such written notice is given or the Date of Taking,.

135 Termination of Lease; Rent and Award

Upon termination of this Lease in its entirety pursuant to Section 13.3, or pursuant to an
election under Section 13.4 above, then: (a) City’s obligation to pay Rent shall continue up until
the date of termination and thereafter shall cease, and (b) Landlord shall be entitled to the entire
Award in connection therewith, except that City shall receive any Award made specifically for
City’s relocation expenses or the interruption of or damage to City’s business or damage to
City’s Personal Property.
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13.6 Partial Taking; Continuation of Lease

If there is a partial Taking of the Premises under circumstances where this Lease is not
terminated in its entirety under Section 13.4 above, then this Lease shall terminate as to the
portion of the Premises so taken, but shall remain in full force and effect as to the portion not
taken, and the rights and obligations of the parties shall be as follows: (a) Rent shall be reduced
by an amount that is in the same ratio to the Rent as the area of the Premises taken bears to the
area of the Premises prior to the Date of Taking, and (b) Landlord shall be entitled to the-entire
Award in connection therewith, provided that City shall receive any Award made specifically for
City’s relocation expenses or the interruption of or damage to City’s business or damage to
City’s Personal Property.

13.7 Temporary Taking

Notwithstanding anything to contrary in this Section, if a Taking occurs with respect to
the Premises for a limited period of time not in excess of sixty (60) consecutive days, this Lease
shall remain unaffected thereby, and City shall continue to pay Rent and to perform all of the
terms, conditions and covenants of this Lease. In the event of such temporary Taking, City shall
be entitled to receive that portion of any Award representing compensation for the use or
occupancy of the Premises during the Term up to the total Rent owing by City for the period of
the Taking. :

14. ASSIGNMENT AND SUBLETTING
14.1 Assignment; Subletting

Except as provided in Section 14.2 below, City shall not directly or indirectly sell, assign,
encumber, pledge or otherwise transfer or hypothecate all or any part of its interest in or rights
with respect to the Premises or its leasehold estate hereunder or permit all or any portion of the
Premises to be occupied by anyone other than itself or sublet all or any portion of the Premises,
without Landlord’s prior written consent in each instance, which shall not be unreasonably
withheld or delayed. If Landlord consents to a sublease or assignment of fifty one percent (51%)
or more of City’s interest in the Premises to a third party, fifty percent (50%) of any rent that
City receives under such assignment or sublease in excess of the Base Rent and Additional
Charges payable hereunder (or the amount thereof proportionate to the portion of the Premises
subject to such assignment or sublease) shall be paid to Landlord after City first recovers any
costs it incurs in connection with such assignment or sublease. Landlord’s consent to any
assignment or sublease of City’s interest in this Lease or the Premises shall not release City of its
obligations under this Lease. Should City desire to sublease in excess of fifty one percent (51%)
of the property, Landlord shall have the right to recapture the premises, provided that Landlord
provides ninety (90) days’ notice of its election to exercise its recapture right concurrently with
its approval of said sublease or assignment.

14.2 Permitted Transfers

Notwithstanding the forgoing, City shall have the right from time to time, upon notice to
but without the consent of Landlord, to transfer this Lease or use and occupancy of all or any of
the Premises for the uses permitted under this Lease to any (i) department, commission, or
agency of City, or (ii) non-profit organization, if City provides funds to such non-profit
organization for such uses. Any transfer by City to a non-profit organization pursuant to the
foregoing sentence shall not release City from its obligations under this Lease. The sublease or
assignment of all or any part of Premises to any City Departments, non-profits, vendors or
contractors of City shall not be subject to Landlord approval and shall not entitle Landlord to any
profit participation under Section 14.1.
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15. DEFAULT; REMEDIES
15.1 Events of Default by City
Any of the following shall constitute an event of default by City hereunder:

(a) City’s failure to make any timely payment of Rent and to cure such
nonpayment within five (5) business days after receipt of written notice thereof from Landlord of
the date due, provided that for the first two (2) monthly payments of Rent at the beginning of the
Term and for the first monthly payment of Rent after the beginning of each new fiscal year for
City, City shall have twenty (20) days to cure any such nonpayment after written notice thereof
from Landlord.

(b) City abandons the Premises (within the meaning of California Civil Code
Section 1951.3); or

(c¢) City’s failure to perform any other covenant or obligation of City hereunder
(not involving the payment of money) and to cure such non-performance within thirty (30) days
of the date of receipt of notice thereof from Landlord, provided that if more than thirty (30) days
are reasonably required for such cure, no event of default shall occur if City commences such
cure within such period and diligently prosecutes such cure to completion.

15.2 Landlord’s Remedies

Upon the occurrence of any event of default by City that is not cured within the
applicable grace period as provided above, Landlord shall have all rights and remedies available
pursuant to law or granted hereunder, including the following:

(a) The rights and remedies provided by California Civil Code Section 1951.2
(damages on termination for breach), including, but not limited to, the right to terminate City’s
right to possession of the Premises and to recover the worth at the time of award of the amount
by which the unpaid Rent for the balance of the Term after the time of award exceeds the amount
of rental loss for the same period that City proves could be reasonably avoided, as computed
pursuant to subsection (b) of such Section 1951.2.

(b) The rights and remedies provided by California Civil Code Section 1951.4
(continuation of lease after breach and abandonment), which allows Landlord to continue this
Lease in effect and to enforce all of its rights and remedies under this Lease, including the right
to recover Rent as it becomes due, for so long as Landlord does not terminate City’s right to
possession, if City has the right to sublet or-assign, subject only to reasonable limitations.

15.3 Landlord’s Default

If Landlord fails to perform any of its obligations under this Lease, then (without limiting
any of City’s other cure rights under this Lease) City may, at its sole option, cure such default at
Landlord’s expense if such default continues after ten (10) days from the date City gives notice
to Landlord of City’s intention to perform such cure. However, in the case of a default which for
causes beyond Landlord’s control (excluding any financial inability to perform) cannot with due
diligence be cured within such ten (10)-day period, such ten (10)-day period shall be extended if
Landlord, promptly upon receipt of City’s notice, advises City of Landlord’s intention to take all
steps required to cure such default, and Landlord promptly commences such cure and diligently
prosecutes the same to completion. Subject to the other provisions of this Lease relating to
abatement of Rent, if Landlord fails to cure any default within the cure period provided above,
then, whether or not City elects to cure Landlord’s default as provided herein, the Base Rent and
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any other charges hereunder shall be abated based on the extent to which such default interferes
with City’s ability to carry on its business at the Premises. Notwithstanding the foregoing, if any
such default by Landlord continues for sixty (60) days and impairs City’s ability to carry on its
business in the Premises, then City shall have the right to terminate this Lease upon written
notice to Landlord within thirty (30) days after the expiration of such sixty (60)-day period.
City’s rights hereunder and under Section 3.3 (Delay in Delivery of Possession), Section 5.2
(Interference with Access), and Section 9.4 (Disruption in Essential Services), shall not limit in
any way any of its other rights and remedies hereunder or at law or in equity.

16. INDEMNITIES
16.1 City’s Indemnity

City shall indemnify, defend and hold harmless ("Indemnify") Landlord and its Agents
from and against any and all claims, costs and expenses, including, without limitation,
reasonable attorneys’ fees (collectively, "Claims"), incurred as a result of (a) City’s use of the
Premises, (b) any default by City in the performance of any of its material obligations under this
Lease, or (c) any negligent acts or omissions of City or its Agents in, on or about the Premises or
the Property; provided, however, City shall not be obligated to Indemnify Landlord or its Agents
to the extent any Claim arises out of the negligence or willful misconduct of Landlord or its
Agents. In any action or proceeding brought against Landlord or its Agents 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 Landlord 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 termination of the Lease.

16.2 Landlord’s Indemnity

Landlord shall Indemnify City and its Agents against any and all Claims incurred as a
result of (2) any default by Landlord in the performance of any of its obligations under this Lease
or any breach of any representations or warranties made by Landlord under this Lease, or (b) any
negligent acts or omissions of Landlord or its Agents in, on or about the Premises or the
Property; provided, however, Landlord shall not be obligated to Indemnify City or its Agents to
the extent any Claim arises out of the negligence or willful misconduct of City or its Agents. In
any action or proceeding brought against City or its Agents by reason of any Claim Indemnified
by Landlord hereunder, Landlord may, at its sole option, elect to defend such Claim by attorneys
selected by Landlord. Landlord shall have the right to control the defense and to determine the
settlement or compromise of any action or proceeding, provided that City shall have the right,
but not the obligation, to participate in the defense of any such Claim at its sole cost. Landlord’s
obligations under this Sec’uon shall survive the termination of this Lease.

17. INSURANCE
17.1 City’s Self-Insurance

Landlord acknowledges that City maintains a program of self-insurance and agrees that
City shall not be required to carry any insurance with respect to this Lease. City assumes the risk
of damage to any of City’s Personal Property, except for damage caused by Landlord or its
Agents.
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17.2 Landlord’s Insurance

At all times during the Term, Landlord shall keep the Building (excluding the land upon
which it is located) insured against damage and destruction by fire, vandalism, malicious
mischief, sprinkler damage and other perils customarily covered under a cause of loss-special
form property insurance policy in an amount equal to one hundred percent (100%) of the full
insurance replacement value (replacement cost new, including, debris removal and demolition)
thereof. Landlord shall, upon request by City, provide to City a certificate of insurance issued by
the insurance carrier, evidencing the insurance required above. The certificate shall expressly
provide that the policy is not cancelable or subject to, reduction of coverage or otherwise subject
to modification except after thirty (30) days prior written notice to City. Landlord hereby waives
any rights against City for loss or damage to the Premises or any other part of the Property, to the
extent covered by Landlord’s property insurance.

In addition, Landlord shall procure and keep in effect at all times during the Term
insurance as follows: (a) Commercial general liability insurance with limits not less than One
Million Dollars ($1,000,000) each occurrence combined single limit for bodily injury and
property damage, including contractual liability, independent contractors, broad-form property
damage, fire damage legal liability (of not less than Fifty Thousand Dollars ($50,000)), personal
injury, products and completed operations, and explosion, collapse and underground (XCU); and
(b) Worker’s Compensation Insurance with Employer’s Liability Limits not less than One
Million Dollars ($1,000,000) each accident. All insurance policies required to be maintained by
Landlord hereunder shall be endorsed to provide for thirty (30) days' prior written notice of
cancellation for any reason, intended non-renewal, or reduction in coverage to Landlord.

The actual costs of all insurance policies required to be maintained by Landlord
hereunder (“Landlord Insurance Costs™) shall be reimbursed by City under this Lease as
Additional Rent.

17.3 Waiver of Subrogation

Notwithstanding anything to the contrary in this Lease, Landlord hereby waives any right
of recovery against City for any loss or damage relating to the Building or the Premises or any
operations or contents therein, whether or not such loss is caused by the fault or negligence of
City, to the extent such loss or damage is covered by insurance that Landlord is required to
purchase under this Lease or is otherwise actually recovered from insurance held by Landlord or
its agents. Landlord agrees to obtain a waiver of subrogation endorsement from applicable
insurance carriers issuing policies relating to the Building or the Premises; provided, however,
Landlord's failure to do so shall not affect the above waiver.

18. ACCESS BY LANDLORD

Landlord reserves for itself and any designated Agent the right to enter the Premises at all
reasonable times and, except in cases of emergency (in which event Landlord shall give any
reasonable notice), after giving City at least twenty four (24) hours’ advance written or oral
notice, for the purpose of (a) inspecting the Premises, (b) supplying any service to be provided
by Landlord hereunder, (c) showing the Premises to any prospective purchasers, mortgagees or,
during the last nine (9) ‘months of the Term of this Lease, tenants, (d) posting notices of
non-responsibility, and (e) altering, improving or repairing the Premises and any portion of the
Building, and Landlord may for that purpose erect, use and maintain necessary structures in and
through the Premises where reasonably required by the character of the work to be performed,
provided that the entrance to the Premises shall not be blocked thereby, and further provided that
City’s use shall not be unreasonably interfered with.
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19. ESTOPPEL CERTIFICATES

Either party, from time to time during the Term upon not less than ten (10) days’ prior
written notice from the other party, may reasonably request the other party to execute,
acknowledge and deliver to such persons or entities designated by such other party a certificate
stating: (a) the Commencement Date and Expiration Date of this Lease, (b) that this Lease is
unmodified and in full force and effect (or, if there have been modifications, this the Lease is in
full force and effect as modified and stating the modifications), (c) that there are no defaults
under this Lease (or if so, specifying the same), and (d) the date to which Rent has been paid.

20. SURRENDER OF PREMISES

Upon the expiration or sooner termination of this Lease, City shall surrender the Premises
to Landlord in good order and condition, broom clean and free of debris, in good operating order,
condition and state of repair reasonable use and wear and damage by fire or other casualty
excepted. “Ordinary wear and tear” shall not include any damage or deterioration that would
have been prevented by good and ordinary maintenance practices. City shall remove from the
Premises on or prior to the Expiration Date all of City’s Personal Property, trade fixtures, City’s
telecommunications, data and computer facilities, hazardous substances brought onto the
Premises by or for the City and any Alterations City desires to remove from the Premises,
provided, that at Landlord’s written notice prior to expiration of the Term, City will not remove
any HVAC equipment or systems installed by it. City shall repair or pay the cost of repairing
any damage to the Premises or the Building resulting from such removal. Notwithstanding
anything to the contrary in this Lease, City shall not be required to demolish or remove from the
Premises any Alterations, including without limitation any Leasehold Improvements. City’s
obligations under this Section shall survive the expiration or earlier termination of this Lease.

21. HAZARDOUS MATERIALS
21.1 Definitions
As used in this Lease, the following terms shall have the meanings hereinafter set forth:

(a) "Environmental Laws" shall mean any federal, state, local or administrative
law, rule, regulation, order or requirement relating to industrial hygiene, environmental
conditions or Hazardous Material, whether now in effect or hereafter adopted.

(b) "Hazardous Material" shall mean any material that, because of its quantity,
concentration or physical or chemical characteristics, is deemed by any federal, state or local
governmental authority to pose a present or potential hazard to human health or safety or to the
environment. Hazardous Material includes, without limitation, any material or substance defined
as a "hazardous substance," or "pollutant” or "contaminant" pursuant to the Comprehensive
Environmental Response, Compensation and Liability Act of 1980 ("CERCLA", also commonly
known as the "Superfund" law), as amended (42 U.S.C. Section 9601 et seq.), or pursuant to
Section 25316 of the California Health & Safety Code; any "hazardous waste" listed pursuant to
Section 25140 of the California Health & Safety Code; any asbestos and asbestos containing
materials whether or not such materials are part of the structure of the Building or are naturally
occurring substances on or about the Property; and petroleum, including crude oil or any fraction
thereof, natural gas or natural gas liquids.

(¢) "Release” when used with respect to Hazardous Material shall include any
actual or imminent spilling, leaking, pumping, pouring, emitting, emptying, discharging,
injecting, escaping, leaching, dumping, or disposing into or inside the Building, or in, on, under
or about the Property.
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21.2 Landlord’s Representations and Covenants

Landlord represents and warrants to City that, to the best of Landlord’s knowledge, the
following statements are true and correct and will be true and correct as of the Commencement
Date (a) the Property is not in violation of any Environmental Laws; (b) the Property is not now,
nor has it been, used for the manufacture, use, storage, discharge, deposit, transportation or
disposal of any Hazardous Material, except for the use of such substances in such limited
quantities as are customarily used in offices, which limited use has been and is in compliance
with Environmental Laws; (c) the Property does not consist of any landfill or contain any
underground storage tanks; (d) the Building does not consist of any asbestos-containing
materials or building materials that contain any other Hazardous Material, nor do the Premises or
the common areas of the Building contain any lead-based paints; (e) there has been and is no
Release of any Hazardous Material in the Building or in, on, under or about the Property; and
(f) the Property is not subject to any claim by any governmental regulatory agency or third party
related to the Release of any Hazardous Material, and there is no inquiry by any governmental
agency (including, without limitation, the California Department of Toxic Substances Control or
the Regional Water Quality Control Board) with respect to the presence of Hazardous Material in
the Building or in, on, under or about the Property, or the migration of Hazardous Material from
or to other real property. Subject to City’s obligations under this Section below, Landlord shall
maintain the Property throughout the Term in compliance with all Environmental Laws that
could affect the health, safety and welfare of City’s employees or City’s use, occupancy or
enjoyment of the Premises for their intended purposes.

21.3 Landlord’s Environmental Indemnity

Without limiting Landlord’s Indemnity in Section 16.2 (Landlord’s Indemnity), above,
Landlord shall Indemnify City and its Agents against any and all Claims arising during or after
the Term of this Lease (a) as a result of any breach of any of Landlord’s representations,
warranties or covenants in the preceding Section, or (b) in connection with any presence or
Release of Hazardous Material in the Building or on, under or about the Property, unless City or
its Agents or Invitees caused such Release.

21.4 City’s Covenants

Neither City nor its Agents or Invitees shall cause any Hazardous Material to be brought
upon, kept, used, stored, generated or disposed of in, on or about the Premises or the Property, or
transported to or from the Premises or the Property, in violation of any Environmental Laws,
provided that City may use such substances in such limited amounts as are customarily used for
office purposes, to store vehicles and to operate a vehicle repair and maintenance shop, public
equipment storage, public programs, and in connection with such uses may use substances such
as cleaning fluids, gasoline, diesel, oil, coolant, brake fluid and other vehicle fluids, paints and
solvents, so long as such use is in compliance with all applicable Environmental Laws.

21.5 City’s Environmental Indemnity

If City or its Agents or Invitees breaches its obligations contained in the preceding
Section 21.4, or if City or its Agents or Invitees cause the Release of Hazardous Material from,
in, on or about the Premises or the Property, then City shall Indemnify Landlord against any and
all Claims arising during or after the Term of this Lease as a result of such Release, except to the-
extent Landlord or its Agents is responsible for the Release. The foregoing Indemnity shall not
include any Claims resulting from the non-negligent aggravation by City, its Agents or Invitees -
of physical conditions of the Premises, or other parts of the Property, existing prior to City’s
occupancy.
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22. SPECIAL PROVISIONS
22.1 Right of First Refusal to Purchase

In the event Landlord desires to sell the property (without any obligation to do so), City
shall be offered the first opportunity to purchase property pursuant to the terms attached hereto
as Exhibit C.

22.2 Existing Lease Termination

Landlord shall be responsible for all costs associated with the termination of any existing
leases of the Premises.

23. GENERAL PROVISIONS
23.1 Notices

Except as otherwise specifically provided in this Lease, any notice given under this Lease
shall be in writing and given by delivering the notice in person or by commercial courier, or by
sending it by first-class mail, certified mail, return receipt requested, or Express Mail, return
receipt requested, with postage prepaid, to: (a) City at Tenant’s address set forth in the Basic
Lease Information; or (b) Landlord at Landlord’s address set forth in the Basic Lease
Information; or (c) such other address as either Landlord or City may designate as its new
address for such purpose by notice given to the other in accordance with this Section. Any
notice hereunder shall be deemed to have been given and received two (2) days after the date
when it is mailed if sent by first-class, certified mail, one day after the date when it is mailed if
sent by Express Mail, or upon the date personal delivery is made. For convenience of the parties,
copies of notices may also be given be telefacsimile to the telefacsimile number set forth in the
Basic Lease Information or such other number as may be provided from time to time; however,
neither party may give official or binding notice by facsimile.

23.2 No Implied Waiver

No failure by either party to insist upon the strict performance of any obligation of the
other party under this Lease or to exercise any right, power or remedy consequent upon a breach
thereof shall constitute a waiver of any such breach or of such term, covenant or condition. No
acceptance of full or partial Rent by Landlord while City is in default heréunder shall constitute a
waiver of such de fault by Landlord. No express written waiver of any default or the
performance of any provision hereof shall affect any other default or performance, or cover any
other period of time, other than the default, performance or period of time specified in such
express waiver. One or more written waivers of a default or the performance of any provision
hereof shall not be deemed to be a waiver of a subsequent default or performance. The consent
of Landlord or City given in one instance under the terms of this Lease shall not relieve the other
party of any obligation to secure the consent to any other or future instance under the terms of
the Lease.

23.3 Amendments

Neither this Lease nor any terms or provisions hereof may be changed, waived,
discharged or terminated, except by a written instrument signed by the party against which the
enforcement of the change, waiver, discharge or termination is sought. No waiver of any breach
shall affect or alter this Lease, but each and every term, covenant and condition of this Lease
shall continue in full force and effect with respect to any other then-existing or subsequent
breach thereof. Whenever this Lease requires or permits the giving by City of its consent or
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approval, the Director of Property, or his or her designee, shall be authorized to provide such
approval, except as otherwise provided by applicable law, including the Charter of the City and
County of San Francisco. Any amendments or modifications to this Lease, including, without
limitation, amendments to or modifications to the exhibits to this Lease, shall be subject to the
mutual written agreement of City and Landlord, and City's agreement may be made upon the
sole approval of the Director of Property, or his or her designee; provided, however, material
amendments or modifications to this Lease (a) changing the legal description of the Premises,
(b) increasing the Term, (¢) increasing the Rent, (d) changing the general use of the Premises
from the use authorized under Section 5.1 of this Lease, and (e) any other amendment or
modification which materially increases City’s liabilities or financial obligations under this
Lease shall-additionally require the approval of City’s Board of Supervisors.

23.4 Authority

Landlord represents and warrants to City that the execution and delivery of this Lease by
Landlord has been duly authorized and does not violate any provision of any agreement, law or
regulation to which Landlord or the Property is subject.

23.5 Parties and Their Agents; Approvals

If applicable, the word "Landlord" as used in this Lease shall include the plural as well as
the singular. As used in this Lease, the term "Agents" when used with respect to either party
shall include the agents, employees, officers and contractors of such party, and the term
"Invitees" when used with respect to City shall include the clients, customers, invitees, guests,
licensees, assignees or subtenants of City. All approvals, consents or other determinations
permitted or required by City under this Lease, including but not limited to the exercise of any
option granted to City, shall be made by or through City’s Director of Property unless otherwise
provided in this Lease, subject to any applicable limitations in the City’s Charter.

23.6 Interpretation of Lease

The captions preceding the articles and sections of this Lease and in the table of contents
have been inserted for convenience of reference only and such captions shall in no way define or
limit the scope or intent of any provision of this Lease. This Lease has been negotiated at arm’s
length and between persons sophisticated and knowledgeable in the matters-dealt with herein and
shall be interpreted to achieve the intent and purposes of the parties, without any presumption
against the party responsible for drafting any part of this Lease. Except as otherwise specifically
provided herein, wherever in this Lease Landlord or City is required or requested to give its
consent or approval to any matter or action by the other, such consent or approval shall not be
unreasonably withheld or delayed and the reasons for disapproval of consent shall be stated in
reasonable detail in writing. Provisions in this Lease relating to number of days shall be calendar
days, unless otherwise specified, provided that if the last day of any period to give notice, reply
to a notice or to undertake any other action occurs on a Saturday, Sunday or a bank or City
holiday, then the last day for undertaking the action or giving or replying to the notice shall be
the next succeeding business day. Use of the word "including" or similar words shall not be
construed to limit any general term, statement or other matter in this Lease, whether or not
language of non-limitation, such as "without limitation" or similar words, are used.

23.7 Successors and Assigns

Subject to the provisions of Section 14 relating to assignment and subletting, the terms,
covenants and conditions contained in this Lease shall bind and inure to the benefit of Landlord
and City and, except as otherwise provided herein, their personal representatives and successors
and assigns. There are no third-party beneficiaries to this Lease.

26
450 Toland Lease —~ 10.30.15 (rrc)



DRAFT

23.8 Brokers

Neither party has had any contact or dealings regarding the leasing of the Premises, or
any communication in connection therewith, through any licensed real estate broker or other
person who could claim a right to a commission or finder’s fee in connection with the lease
contemplated herein, except for the broker, if any, identified in the Basic Lease Information,
whose commission, if any is due, shall be the sole responsibility of Landlord pursuant to a
separate written agreement between Landlord and such broker, and City shall have no liability

therefor. In the event that any other broker or finder perfects a claim for a commission or
finder’s fee based upon any such contact, dealings or communication, the party through whom
the broker or finder makes his claim shall be responsible for such commission or fee and shall
Indemnify the other party from any and all Claims incurred by the indemnified party in
defending against the same. The provisions of this Section shall survive any termination of this
Lease.

23.9 Severability

If any provision of this Lease or the application thereof to any person, entity or
circumstance shall be invalid or unenforceable, the remainder of this Lease, or the application of
such provision to persons, entities or circumstances other than those as to which it is invalid or
unenforceable, shall not be affected thereby, and each other provision of this Lease shall be valid
and be enforceable to the full extent permitted by law, except to the extent that enforcement of
this Lease without the invalidated provision would be unreasonable or inequitable under all the
circumstances or would frustrate a fundamental purpose of this Lease.

23.10 Governing Law

This Lease shall be construed and enforced in accordance with the laws of the State of
California and the City’s Charter.

23.11 Entire Agreement

The parties intend that this Lease (including all of the attached exhibits, which are made a
part of this Lease) shall be the final expression of their agreement with respect to the subject
matter hereof and may not be contradicted by evidence of any prior or contemporaneous written
or oral agreements or understandings. The parties further intend that this Lease shall constitute
the complete and exclusive statement of its terms and that no extrinsic evidence whatsoever
(including prior drafts hereof and changes therefrom) may be introduced in any judicial,
administrative or other legal proceeding involving this Lease.

23.12 Attorneys’ Fees

In the event that either Landlord or City fails to perform any of its obligations under this
Lease or in the event a dispute arises concerning the meaning or interpretation of any provision
of this Lease, the defaulting party or the non-prevailing party in such dispute, as the case may be,
shall pay the prevailing party reasonable attorneys' and experts' fees and costs, and all court costs
and other costs of action incurred by the prevailing party in connection with the prosecution or
defense of such action and enforcing or establishing its rights hereunder (whether or not such
action is prosecuted to a judgment). For purposes of this Lease, reasonable attorneys' fees of the
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. The term "attorneys' fees" shall also include, without limitation, all such fees
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incurred with respect to appeals, mediations, arbitrations, and bankruptcy proceedings, and
whether or not any action is brought with respect to the matter for which such fees were incurred.
The term "costs" shall mean the costs and expenses of counsel to the parties, which may include
printing, duplicating and other expenses, air freight charges, hiring of experts, and fees billed for
law clerks, paralegals, and others not admitted to the bar but performing services under the
supervision of an attorney.

23.13 Holding Over

Should City hold over in possession of the Premises after the expiration of the Term with
Landlord’s consent, such holding over shall not be deemed to extend the Term or renew this
Lease, but such tenancy thereafter shall continue as a month-to-month tenancy. Such tenancy
shall be on all the terms and conditions set forth in this Lease, except that the monthly Base Rent
during the holdover period shall be one hundred twenty percent (120%) of the monthly Base
Rent in effect during the last month of the Term of this Lease, or such other rental as Landlord
and City may mutually agree in writing as a condition to Landlord’s consent to such holding
over, and City shall continue as a month-to-month tenant until the tenancy shall be terminated by
Landlord giving City or City giving Landlord at least thirty (30) days’ prior written notice of
termination. Cumulative Remedies

All rights and remedies of either party hereto set forth in this Lease shall be cumulative,
except as may otherwise be provided herein.

23.14 Time of Essence

Time is of the essence with respect to all provisions of this Lease in which a definite time
for performance is specified.

23.15 Survival of Indemnities

Termination of this Lease shall not affect the right of either party to enforce any and all
indemnities and representations and warranties given or made to the other party under this Lease,
nor shall it affect any provision of this Lease that expressly states it shall survive termination
hereof. Each party hereto specifically acknowledges and agrees that, with respect to each of the
indemnities contained in this Lease, the indemnitor has an immediate and independent obligation
to defend the indemnitees from any claim which actually or potentially falls within the indemnity
provision even if such allegation is or may be groundless, fraudulent or false, which obligation
arises at the time such claim is tendered to the indemnitor by the indemnitee and continues at all
times thereafter.

23.16 Signs

City may erect or post signs on or about the Premises subject to Landlord’s prior
approval. Landlord reserves the right to review the placement, design, and plan for any such
sign prior to its erection or posting and agrees that the approval thereof shall not be unreasonably
withheld or delayed.

23.17 Quiet Enjoyment and Title

Landlord covenants and represents that it has full right, power and authority to grant the
leasehold estate hereunder, and covenants that City, upon paying the Rent hereunder and
performing the covenants hereof, shall peaceably and quietly have, hold and enjoy the Premises
and all appurtenances during the full Term of this Lease as against all persons or entities
claiming by and through Landlord or on account of any action, inaction or agreement of
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Landlord or its Agents. Landlord further represents and warrants that there are no property
defects or conditions which would affect City’s intended use of the Premises and there are no
Encumbrances on the Premises as of the Lease Reference Date. Without limiting the provisions
of Section 16.2 (Landlord's Indemnity), Landlord agrees to Indemnify City and its Agents
against Claims arising out of any assertion that would interfere with City’s right to quiet
enjoyment as provided in this Section.

23.18 Bankruptcy

Landlord represents and warrants to City that Landlord has neither filed nor been the
subject of any filing of a petition under the federal bankruptcy law or any federal or state
insolvency laws or laws for composition of indebtedness or for the reorganization of debtors,
and, to the best of Landlord’s knowledge, no such filing is threatened. Landlord and City agree
that City’s leasehold estate created hereby includes, without limitation, all rights to receive and
enjoy all services, facilities and amenities of the Premises and the Building as provided herein,
and that if any of such services, facilities or amenities are terminated, or materially limited or
restricted on account of any such case or proceeding, or for any other reason, City shall have the
right to (a) contract directly with any third-party provider of such services, facilities or amenities
to obtain the same, and (b) offset against the Base Rent or other charges payable hereunder any
and all reasonable costs and expenses incurred by City in obtaining such services, facilities or
amenities.

23.19 Transfer of Landlord’s Interest

Landlord shall have the right to transfer its interest in the Property, the Building or this
Lease to any other financially responsible person or entity. In the event of any such transfer,
Landlord shall be relieved, upon notice to City of the name and address of Landlord’s successor,
of any obligations accruing hereunder from and after the date of such transfer and upon
delivering to City an express assumption by the transferee of all of Landlord’s obligations
hereunder.

23.20 Non-Liability of Officials, Employees, Agents and Others

Notwithstanding anything to the contrary in this Lease: (a) no elective or appointive
board, commission, member, officer, or employee of City shall be personally liable to Landlord,
its successors and assigns, in the event of any default or breach by City or for any amount which
may become due to Landlord, its successors and assigns, or for any obligation of City under this
Lease; (b) no manager or member of Landlord shall be personally liable to City, its successors
and assigns, in the event of any default or breach by Landlord or for any amount which may
become due to City, or for any obligation of