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FILENO. 150427 RESOLUTION NO. 

1 [Real Property Lease- K.L.W. Investments, LLC- 3120 Mission Street- $1,677,980 Base 
Rent in Initial Year] 

2 

3 Resolution authorizing the lease with K.L.W. Investments, LLC, as landlord, for the 

4 entire property, commonly known as 3120 Mission Street, consisting of approximately 

5 39,251 square feet at $139,831.66 monthly for $1,677,980 of base rent in the initial year 

6 for use by the Human Service Agency for a five-year term from July 1, 2015, through 

7 June 30, 2020. 

8 

9 WHEREAS, The City has leased 3120 Mission Street for use the Human Services 

10 Agency (the "HSA") since 2001; and 

11 WHEREAS, The City, in 2008, expanded the Premises to approximately 39,251 square 

12 feet; and 

13 WHEREAS, HSA utilizes this leasehold to provide public benefits in the South of 

14 Market-Mission corridor serving families engaged in CaiWORKS, MediCAL, CaiFRESH 

15 benefits and a number of child welfare services; and 

16 WHEREAS, 3120 Mission Street and its companion property 3119 Mission Street 

17 operate as HSA's main workforce development center and the home of the JOBS NOW wage 

18 subsidy program serving over 500 clients weekly; and 

19 WHEREAS, The existing Leasefor 3120 Mission Street expires on June 30, 2015; and 

20 WHEREAS, HSA desires to continue to provide these valuable services to the 

21 community; and 

22 WHEREAS, The Real Estate Division on behalf of HSA has negotiated a new five year 

23 Lease; now, therefore, be it 

24 RESOLVED, That in accordance with the recommendation of the Director of the 

25 Human Services Agency and the Director of Property, the Director of Property is hereby 
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II 

1 authorized to take all actions, on behalf of the City and County of San Francisco, as Tenant, 

2 to enter into the Lease for the Property located at 3120 Mission Street, San Francisco, 

3 California, comprising approximately 39,251 square feet on substantially the terms of the 

4 Lease on file with the Clerk of the Board of Supervisors in File No. 150427, which is hereby 

5 declared to be a part of this resolution as if set forth fully herein; and, be it 

6 FURTHER RESOLVED, The monthly base rent shall be $139,831.66 (approximately 

7 $42.75 per square foot annually) commencing July 1, 2015, net of utilities but including 

8 janitorial services, subject to annual rent adjustments of $1 per square foot (approximately 

9 2.3%) beginning July 1, 2016; and, be it 

10 FURTHER RESOLVED, The Landlord shall provide an allowance of $510,263 

11 (approximately $13 per square foot) for the construction of improvements and the City shall 

12 pay for the costs above the allowance up to a maximum additional cost of $400,000; and, be it 

13 FURTHER RESOLVED, The City agrees to indemnify, defend, and hold harmless 

14 Landlord and its agents from and against any and all claims, costs, and expenses, including 

15 without limitation, reasonable attorney fees, incurred as a result of (a) City's use of the 

16 Property, (b) any default by the City in the performance of any of its obligations under the 

17 Lease, or (c) any acts or omissions of City or its agents, in, on or about the Property, provided 

18 however City shall not be obligated to indemnify Landlord or its agents to the extent any claim, 

19 cost and expense arises out of active gross negligence or willful misconduct of Landlord or its 

20 agents; and, be it 

21 FURTHER RESOLVED, The Board of Supervisors approves the Lease in substantially 

22 the form in the Board's File and authorizes the Director of Property to take all actions, on 

23 behalf of City, to enter into any amendments or modifications (including without limitation, the 

24 exhibits) to the Lease on the terms and conditions herein and form approved by the City 

25 Attorney that the Director of Property determines, in consultation with the City Attorney, are in 
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the best interest of the City, do not increase the rent or otherwise materially increase the 

obligations or liabilities of the City, are necessary or advisable to effectuate the purposes of 

the Lease and are in compliance with all applicable laws, including City's Charter; and, be it 

FURTHER RESOLVED Said Lease shall be subject to certification as to funds by the 

Controller pwsuant to of the Charter, Section 3.1 05; and, be it 

FURTHER RESOLVED, That within ~~irty (30) days of the agreement being fully 

executed by all parties the Director of Property shall provide the Lease agreement to the· Clerk 

of the Board to include into the official file. 

ry;MMj ENDED: 

j/ NIV~ 
Trent Rhorer, Director 
Human Services Agency 

$2,077,980 Available 
($1 ,677,980 Base Rent 
plus $400,000 improvements) 
Index Code No. 45ADOH 

~~·~ 
......._~ ... r,oller ~ 

Subject to e enactment of the FY 2015-2016 
annual appropriation ordinance. 

20 RECOMMENDED: 

21 

22 

23 

24 

25 
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BUDGET AND FINANCE SUB-COMMITTEE MEETING JUNE3,2015 

Items 7 and 8 Department: 
Files 15-0426 & 15-0427 Human Services Agency {HSA) 

legisla~ive Objectives 

• 3119 Mission Street {File 15-0426): The proposed resolution would approve a new five­
year lease agreement between th_e Human Services Agency {HSA) and K.l.W. Investments, 
llC for 3119 Mission Street for an annual base rent of $473,884 {$42.75 per sq. ft.) from 
July 1, 2015 to June 30, 2020. 

• 3120 Mission Street {File 15-0427): The proposed resolution would also approve a new 
five-year lease agreement between HSA and K.L.W Investments, LLC for 3120 Mission 
Street for an annual base rent of $1,677,980 {$42.75 per sq. ft.) from July 1, 2015 
through June 30, 2020. 

Key Points 

• The Human Services Agency {HSA) leases 3119 Mission Street and 3120 Mission Street 
to provide public benefit assistance to its clients in the South of Market-Mission 
corridor. HSA has leased 3119 Mission Street since 1998 and 3120 Mission Street since 
2001. The proposed resolutions would approve two new five-year leases through 2020, 
with three five-year options to extend through 2035. 3119 Mission Street consists of 
11,085 square feet and 3120 Mission Street consists of 39,251 square feet of office 
space. 

• The landlord has agreed to pay up to $144,105 {approx. $13 per sq. ft.) for tenant 
improvements to 3119 Mission Street. In addition, HSA will pay up to $200,000 for 
tenant improvements. The· landlord has agreed to pay up to $510,263 {approx. $13 per 
sq. ft.) for tenant improvements. In addition, HSA will pay up to ,$400,000 of tenant 
improvements .. 

Fiscal Impact 

• First year rent is $42.75 per square foot, increasing by $1.00 per square foot per year. 
First year rent for 3119 Mission Street is $473,883 and first year rent for 3120 Mission 
Street is $1,677,980. 

• Over the five-year term of the two leases, HSA will pay $11,262,680 in rent and 
$600,000 in tenant improvements, totaling $11,862,680. 

Recommendation 

Approve the proposed resolution. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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BUDGET AND FINANCE SUB-COMMITIEE MEETING JUNE3, 2015 

MANDATE STATEMENT 

Mandate Statement 

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

BACKGROUND 

The Human Services Agency (HSA) leases 3119 Mission Street and 3120 Mission Street to 
provide public benefit assistance to its clients in the South of Market-Mission corridor, serving 
families engaged in CaiWORKS, MediCal, CaiFRESH1 benefits, and a number of child welfare 
services. HSA uses both 3119 Mission Street and 3120 Mission Street as its primary workforce 
development center and as the home of the Jobs Now wage subsidy program, whiCh serves 
over 500 clients weekly. 

3119 Mission Street (File 15-0426) 

The Human Services Agency (HSA) entered into a lease agreement as tenant in 1998 with K.L.W. 
Investments, LLC for 3,100 square feet of office 'space at 3119 Mission Street. HSA leased the 
property for an annual base rent of $55,800 ($18 per sq. ft.) for a term of five years through 
March 15, 2003, with one five-year option to renew through March 15, 2008. 

The Board of Supervisors approved the first amendment to the lease agreement in December 
20082 to (a) extend the lease term by six and a half years through June 30, 2015 and to provide 
for a second location at 3127 Mission Street, which included 2A65 square feet of office space 
for a new total property area of 5,565 square feet; and (b) increase the annual base rent from 
$55,800 to $114,960 ($20.66 per sq. ft.L with annual Consumer Price Index (CPI) increases of no 
less than 3 percent and no more than 6 percent. 

3120 Mission Street (File 15-0427) 

HSA entered into a lease agreement as tenant in 2001 with K.L.W. Investments, LLC for 37,000 
square feet of office space at 3120 Mission Street. HSA leased the property for an annual base 
rent of $932AOO ($25.20 per sq. ft.) for a term of seven years through June 30, 2008. 

The Board of Supervisors approved the first amendment to the lease agreement in July 2008 to 
(a) extend the lease term by seven years to June 30, 2015 and to provide for a second location 
at 3425 Cesar Chavez Street, which included 2)51 square feet of office space for a new total 
property area of 39,251 square feet; and (b) increase the annual rent to $1,177,536 ($30.00 per 
sq. ft.L with annual Consumer Price Index (CPI) increases of no less than 3 percent and no more 
than 6 percent. The Board of Supervisors approved the second amendment to the lease 

1 CaiWORKS is the California Temporary Aid to Needy Families (TANF) program; MediCal is the California Medicaid 
program; and Cal FRESH is the California food stamps program. 
2 In March 2008, HSA exercised their right to hold over the lease on a month-to-month basis following the 
expiration of the lease agreement through December 31, 2008. During this time, the Real Estate Division 
negotiated new lease terms on behalf of HSA. All lease terms remained unchanged during the hold-over period. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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agreement in July 2012 to (a) add two five-year options to extend the lease through June 30, 
2025 and to provide for a third location at 3125 Mission Street to the lease, which included 

5,000 square feet of office space for a new total property area of 44,251 square feet; and (b) 
increase the annual rent to $1,445,327 ($32.66 per sq. ft.), with annual Consumer Price Index 
(CPI) increases of no less than 3 percent and no more than 6 percent. 

DETAILS OF PROPOSED LEGISLATION 

3119 Mission Street (File 15-0426) 

The proposed resolution would approve a new five-year lease agreement between the Human 
Services Agency (HSA) and K.L.W. Investments, LLC for 3119 Mission Street. Under this lease 
agreement, the 3119 Mission Street property inCludes three buildings, 3119, 3125, and 3127 
Mission Street, for a total of 11,085 square feet of office space.3 Annual base rent is $473,884 
($42.75 per sq. ft.). The lease term is for five years from July 1, 2015 to June 30, 2020, with 
three five-year options to extend through June 30, 2035 at the discretion of HSA. 

3120 Mission Street (File 15-0427} 

The proposed resolution would approve a new lease agreement between the Human Services 
Agency (HSA) and K.LW' Investments, LLC for 3120 Missi~n Street for 39,251 square feet of 

office space. Annual base rent is $1,677,980 ($42. 75 per sq. ft.}. The lease term is for five years 
from July 1, 2015 through June 30, 2020 with three five-year options to extend through June 
30, 2035 at the discretion of HSA. 

According to Mr. Charlie Dunn, Senior Real Property Officer, the Real Estate Division chose to 
enter into a new lease agreement for 3120 Mission Street, rather than exercising the option to 
extend the lease under the existing agreement as HSA would be eligible for tenant 
improvements payable by the landlord under a new lease agreement. Table 1 below 
summarizes the lease terms for 3119 Mission Street and 3120 Mission Street. 

Tenant Improvements 

The landlord would pay up to $144,105 (approx. $13 per sq. ft.) for tenant improvements at 
3119 Mission Street and up to $510,263 (approx. $13 per sq. ft.) for 3120 Mission Street. HSA 
would pay up to $200,000 in tenant improvem~nt expenses for 3120 Mission Street and up to 
$400,000 for 3120 Mission Street. 

3 Under the existing l~ases between HSA and K.L.W. Investments, LLC, HSA leases 5,565 square feet of office space 
at 3119 Mission Street and 44,251 square feet of space at 3120 Mission Street, totaling 49,816 s·quare feet. Under 
the proposed leases between HSA and K.L.W. Investments, LLC, space has been reallocated between 3119 Mission 
Street and 3120 Mission Street. HSA leases 11,085 square feet of office space at 3119 Mission Street and 39,251 
square feet at 3120 Mission Street, totaling 50,336, resulting in a net increase of 520 square feet. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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Table 1: Summary of 3119 Mission Street and 3120 Mission Street lease Provisions 

3119 Mission Street 3120 Mission Street 

Use 
Office and program Office and program 
space space 

Parking 15 spaces none 

Square feet 11,085 39,251 

First year rent per square foot $42.75 $42.75 

Total first year rent $473,884 $1,677,980 

5 years from July 1, 5 years from July 1, 
Initial term 2015 through June 30 ·2015 through June 30 

2020 2020 

Annual rent increase $1 per square foot $1 per square foot 

Three 5-year options to Three 5-year options to 
Extension options extend through June 30, extend through June 30, 

2035 2035 

Rent adjustment on exercise of 
95% of fair market value 95% of fair market value 

option to extend 

Tenant improvements allowance 
$144,105 $510,263 
(approximately $13 per (approximately $13 per 

paid by landlord 
square foot) square foot) 

Tenant improvements paid by HSA $200,000 $400,000 

Pest, janitorial services Paid by City Paid by landlord 

Utilities, garbage and security Paid by City Paid'by City 

Source: Human Services Agency Staff. 

FISCAL IMPACT 

As shown in Table 2 below, over the initial five-year lease term for 3119 Mission Street and 
3120 Mission Street, it is projected that HSA will pay $11,262,680 in rent and $600,000 in 
tenant improvements, for total costs of $11,862,680. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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Table 2. Annual Projected Expenditures for Each Property 
}. ,·... .. . . 

· .. ~? Bas~ ~entp~~ 
,. Square Foot 

,';• • '·,c::.,..\: ( ... ;· .. ~·::· " 

July 1~ 26,J;S.:zJune·3o; 2616 · ·.• f!!i .. · · . 42.ts 
July :t, 20i6 ':June 3o;'Z01T · .LJ.3:.7s 
July 1,2017 ~ June.30; 2018 ·. 

July 1,2018 - Jun~ 30/20l9 
July.l, 2019 ~ Jun~ 30, 2020 · · . 

·sl.lbtotaf. · 

Tenant lmpr.o.~~in.ents 
Total.·· 

Source: Human Services Agency Staff. 

44:75 

45.75 
46.7:5. 

Annual Base Rent 

3119 Mission Street 3120 Mission Street 
(11,085 sq. ft.) (39,251 sq. ft.) 

$473,884 $1,677,980 

484,969 1,717,231 

496,054 1,756,482 

507,139 1,795,733 

518,224 1,834,984 

$2,480,269 $8,782,411 

200,000 400,000 

$2,680,269 $9,182,411 

*The new lease agreements require an annual rent increase of $1.00 per square foot (approx. 2.3 percent}. 

JUNE3,2015 

Total 

$2,151,864 

2,202,200 

2,252,536 

2,302,872 

2,353,208 

$11,262,680 

600,000 

$11,862,680 

According to Mr. Charlie Dunn, Senior Property Manager at the Real Estate Division, the 
proposed first year rent of $42.75 per square foot per year is at or below fair market value, as 
compared to similar properties within the vicinity. 

Annual Utility Cost Projections 

Mr .. Dunn projects that annual utility costs will be approximately $2,498 for the 3119 Mission 
Street property, and $8,846 for the 3120 Mission Street property, including refuse, water, 
electricity, and gas costs. 

RECOMMENDATION 

Approve the prop.osed resolution. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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Edwin M. Lee, Mayor 
Naomi M. Kelly, City Administrator 

Through Naomi Kelly, 
City Administrator 

Honorable Board of Supervisors 
City and County of San Francisco 
City Hall, 1 Dr. Carlton B. Goodlett Place 
San Francisco, California 94102 

j \'~- :. l 

April20, 2015 

Re: Lease of 3120 Mission St. San Francisco 

Dear Board Members: 

~ ',...,_! ' ) 
.·.:·1,.' 

John Updike 
Director of Real Estate 

Human Services Agency 
3120 Mission St. 
6886 

,Attached for your consideration is a Resolution authorizing the lease renewal of 3120 Mission St., San 
Francisco, comprising approximately 39,251 square feet for use by the Human Services Agency 
(HSA). The City has leased 3120 Mission St. since 2001 and the current lease expires June 30,2015. 

3120 Mission Street and its companion property 3119 Mission Street operate as HSA's main 
workforce development center and the home of the JOBS NOW wage subsidy program. The two site 
complex serves over 500 clients Monday through Friday and house over 200 HSA Employees. HSA 
also utilizes this leasehold to provide public benefits in the South of Market-Mission corridor serving 
families engaged in CalWORK.S, MediCAL, CalFRESH benefits and a number of child welfare 
servrces. 

The proposed lease is for an initial term of five (5) years commencing July 1, 2015. City shall have 
three (3) five (5) year option, periods to extend the lease term based on the same terms and conditions 
except that the rent shall be adjusted to 95% of the then prevailing rent for similar Premises subject to 
an enactment of a Resolution by the Board of Supervisors and Mayor, in their sole and absolute 
discretion, approving and authorizing the same. 

On behalf of the Human Services Agency, the Real Estate Division negotiated a lease at a fair market 
rent of $139,831.66 per month, with the annual rate of$42.75 per square foot increasing by $1 per 
square foot per annum .. The base rent includes the cost of refuse and recycling removal and janitorial 
services. City shall pay directly or reimburse Landlord for its separately metered utilities. Attachment 
# 1 provides current lease terms and the proposed terms for both 3120 Mission St and its companion 
property, 3119 Mission St. 

l:\Work\CDullll\68\6886 HSA 3120 Misiion Lease renewai\Legislation\3120 Mission 80S Cover Letter R7.doc 
Office of the Director of Real Estate o 25 Van Ness Avenue, Suite 400 o San Francisco, CA 94102 

(415) 554-9850 o FAX: {415) 552-9216 



Landlord shall provide an allowance, of$510,263 (approximately $13 psf) and shall construct the yet to 
be determined tenant improvements. All costs in excess of the allowance, but no greater than 
$400,000, shall be paid by City. 

The Human Services Agency and Real Estate Division recommend approval of the proposed lease. 

If you have any questions, please contact Charlie Dunn at 554-9861 or Claudine Venegas at 554-9872 
of my office. For program information, please· contact David Curto with the Human Services Agency 
at 557-5587. 

Attachments 

cc: David Curto, Human Services Agency 
Dan Kaplan, Human Services Agency 

I:\ Work\CDunn\68\6886 HSA 3120 Misiion Lease reneWal\Legislation\3120 Mission BOS Cover Letter R7.doc 



Attachment #1 
Human Services Agency 

3119 Mission St & 3120 Mission St Lease Renewals 

Address (lease start date) Sguare Footage 
3119 Mission St ( 1998) 3,100 
3127 Mission St (2008) 2,465 
3125 Mission St (20 12) 5,520 
3120 Mission St (20011 37,000 

3425 Cesar Chavez (2008) 2,251 
Total 50,336 

Monthly Lease 
I 

Monthly Lease 
Amount Amount 

3119 Mission St (1998) $5,584.75 } 
3127 Mission St (2008) $5,921.04 }-----------$39,490.31 
3125 Mission St (2012) 10,609.00 } 

3120 Mission St (2001) & $117,169.00 I $139,831.66 
3425 Cesar Chavez (2008) 

Total $139,283.79 $179,321.97 
Price Per Square Foot $33.20 $42.75 

I:\ Work\CDunn\68\6886 HSA 3120 Misiion Lease renewal\Legislation\3120 Mission BOS Cover Letter R7.doc 



LEASE 

between 

KL W Investments, LLC 

as Landlord 

and 

CITY AND COUNTY OF ~AN FRANCISCO, 
as Tenant 

For the lease of 
3120 Mission Street 

San Francisco, California 

April17, 2015 

4.20.15 draft 
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. ' 

LEASE 

· THIS LEASE (this "Le"ase"), dated for reference purposes only as of April17, 2015, is by 
and between K L W Investments, LLC, a California limited liability company (''Landlord"), and 
the CITY AND COUNTY OF SAN FRANCISCO, a municipal corporation ("City" or "Tenant"). 

AGREEMENT 

Now, therefore, in consideration of the foregoing and the respective agreements 
contained below, Landlord and City hereby agree as follows: 

1. BASIC LEASE INFORMATION 

The following is a s1l1Il1liary ofba.Sic 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 spec~fic 
provision· of this Lease, the more specific provision shall control. 

Lease Reference Date: 

Landlord: 

Tenant: 

Premises (Section 2.1): 

Rentable Area ofPremises (Section 2.1): 

Initial Term (Section 3): 

1 

Aprill7, 2015 

KL W Investments, LLC 

CTIY AND COUNTY OF 
SAN FRANCISCO, a charter city and county 

The real property ("Real Property") commonly 
known as the ground floor space in 3120 
Mission Street, San Francisco, including the 
following buildings: 3120 Mission Street and 
3425 Cesar Chavez Street (each a ''Building" 
and collectively, the "Buildings") , as shown in 
Exhibit A.:l. . 

Approximately 39,251 rentable square feet. 

3120 Mission St: 37,000 SF . 

3425 Cesar Chavez St: 2,251 SF 

Total: 39,251 SF 

Commencement Date: 
The later of (1) the effective date of a 
resolution adopte.d by the City's Board of 
Supervisors apptqving this Lease, and (2) 
Landlord's and City's execution and delivery 
of this Lease, but in no event sooner than June 
30,2015. 

: Expiration dat~: 
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Extension Options (Section 3:4): 

Base Rent (Section 4.1): 

Rent Adjustments (Section 4.2): 

Use (Section 5) 

Leasehold ~provenients (Section 6) 

Services (Section 9.2): 

2 

June 30, 2020 

Three·(3) additional terms of five (5) years 
each, exercisable by City by notice to Landlord 
given not less than 210 days in advance. 

Initial monthly payments: $13 9,831.66 
(approximately $42.75 per sq. ft. annually) 

Commencing on July 1, 2016, and each 
following July 1 during the Initial Term and 
any Extended Term, monthly Base Rent shall 
increase by $1.00 per sq. ft. annually. 

Public programs, general offices and any other 
uses permitted by applicable zoning, but 
excluding any general assistance distribution, 
drug rehabilitation, health clinic, drug clinic, 
day labor group or any other similar use that 
may reasonably cause an increase in Landlord 
costs and or negatively impact other tenants of 
Landlord adjacent to the Premises. 

Landlord shall construct the Leasehold 
Improvements and provide an Allow~ce of 
$510,263 (approximately $13.00 PSF for the 
construction· of Leasehold Improvements, as 
described in Section 6, in accordance with_ a 
budget approved in writing by the Director of 
Property. The City .Shall have no obligation to 
pay for amounts above the approved budget, 
and Landlord shall have no obligation to 
construct improvements that cost more than 
the approved budget. If the Landlord 
discovers that the approved budget ~s not 
suffi.cienf to complete the Leasehold 
Improvements described in Section 6, 
Landlord shall promptly notify the City and the 
parties agree in good faith to either (i) reach . 
agreement on an increase in the budget, as 
needed to complete the work, or (ii) revise the 
work to that which can be compl(Jted within 
the approved budget. 

Landlord shall provide, at its sole cost, 
recycling, refuse removal, pest control, and 
janitorial services. 

Gas, water and electricity are separately 
·metered to the Building. City shall pay 
directly to the service provider for all such 
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Notice Address of Landlord (Section 23.1): 

Key Contact for Landlord: -

Landlor~ Contact Telephone No.: 

Notice Address for Tenant (Section 23.1): 

with a copy to: 

and to: 

Key Contact for Tenant: 

3 

utility services, provided that Landlord shall 
maintain the existing utility connections to the 
Building. 

Landlord shall maintain the Property and 
Building Systems including maintaining the 
heating, ventilation and air conditioning 
(''HV AC") system(s) at the Building, in · 
accordance with the standards set forth in 
Exhibit C. 

City shall provide, at its sole cost, security 
services to the Premises, as needed by City. 

If Landlord agrees to provide other additional 
lease services requested by City, such services 
shall be provided at City's cost, which cost 
shall be approved in advance in writing by 
City. 

KL W, Investments LLC 
13 9 Mitchell A venue, Suite 23 6 
South San Francisco, CA 94080 
Fax No.: (415) 643-7404 

Brad Koch 

(415) 643-7400 xlbl 

Real Estate Division 
25 VanNess Avenue, Suite 400 
SanFranciscci, CA 94102 
Attn: ·John Updike, · 

Director ofProperty 
Re:· 3120 Mission Street 

Fax No.: (415) 552-9216 

Human Services Agency 
170 Otis Street · 
San Francisco CA 94102 
Attn: Director 
Fax No.: ____________ _ 

Office of the City Attorney 
City Hall, Room 234 
1 Dr. Carlton B. Goodlett Place 
San Francisco, CA 94102-4682 
Attn: Special Projects Team 

Re: 3119 Mission Street 
. Fax No.: (415) 554-4755 

David Curto 
HSA 
1 7 0 Otis Street 
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Tenant Contact Telephone No.: 

Alternate Contact for Tenant: 

Alternate Contact Telephone No.: 

Brokers (Section 23 .. 8): 

2. PREMISES 

2.1 . Lease Premises; License 

San Francisco, CA 
(415) 557-5581 

TonyLugo 

415) 557-6309 

None 

Landlord leases to City and City leases from Landlord, subject to the provisions of this 
Lease,·the Real Property, together with the Building and the parking area thereon, as further 
described in the Basic Lease Information and shown on the floor plans attached hereto as 
Exhibit A- 1 (the "Prernises11

), The Parties hereby .agree for the purposes of this Lease that the 
rentable area of the Premises specified in the Basic Lease Information shall be conclusive for all 
purposes hereof The Real Property, including the Building and all other iinprovements on or 
appurtenances to such land are referred to collectively as the 11Property. 11 

• 

2.2 Common Areas 

Landlord grants a revocable non exclusive license to temporarily cross Landlord~ s 
adjacent property for freight loading purposes only. City acknowledges (i) such access is 
subject to Landlord's reasonable rules and (ii) that the license for use of the freight loading may 
be terminated by Landlord at any time with 3 0 days advance written notice without penalty or 
rent reduction. . · 

2.3 Disability ~ccess · 

California.Civil Code Secti0n 1938 reqUires commercial landlords to disclose td tenants 
whether the property being leased has undergone inspection by a Certi:fie¢1 Acces~ Specialist · 
("CASp 11

) to determine whether the property meets all applicable construction-related . 
accessibility ~equirements. City is hereby advised that the Premises have not been inspected by a 
CASp. Further, Landlord has recommended that City obtain a CASp report p~or to City's 
execution of this Lease. · 

· Landlord shall be responsible. for all c'!.isability access to and from the Buildings. City, as 
tenant, is solely responsible for path hf travel and compliance with disability access laws with 
respect to the interior portions of the Buildings. 

2.4 Energy Consumption 

City acknowledges that City has made dir~ct payment of utility charges for the Premises 
since 2001. City waives, to the extent permissible under applicable law, its right. to receive a 
Data Verification Checklist (~s defined in.the California ~ode ofRegulations, Title 20, Division 
2, Chapter 4, Article 9', Section 1680) for the Premises from Landlord prior to City's execution 
ofthis Lease. · 
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2.5 Premises As Is 

SUBJECT TO LANDLORD'S OBLIGATION.TO COMPLETE THE 
LEASEHOLD IMPROVEMENTS IN ACCORDANCE WITH SECTION 6, CITY 
AGREES AND ACKNOWLEDGES THAT CITY ACCEPTS THE PREMISES AND ALL 
PORTIONS OF THE PROPERTY IN ITS AS-IS CONDITION. CITY 
ACKNOWLEDGES THAT CITY HAS LEASED AND OCCUPIED THE ~REMISES 
SINCE 1998, AND HAS SUBSTANTIALLY MORE lNFORMATION ABOUT THE 
CONDITION OF THE PROPERTY THAN DOES LANDLORD. CITY, AT ITS BOLE 
COST IF IN EXCESS OF THE ALLOWANCE, SHALL BE RESPONSIBLE FOR 
COMPLIANCE WITH DISABILITY ACCESS LAWS AND ALL OTHER LAWS, 
RDLES, CODES AND REGULATIONS .GOVERNING THE CITY'S USE AND 

. OCCUPANCY OF THE PROPERTY, INCLUDING, WITHOUT LIMITATION;· ANY 
DISABILITY UPGRADES THAT MAY BE TRIGGERED DUE TO THE COMPLETION 
OF THE LEASEHOLD IMPROVEMENTS AS SET FORTH IN SECTION 6~ CITY 
HEREBY REfRESE~S AND WARRANTS THAT IT HAS PERFORMED ALL 
NECESSARY DUE DILIGENCE AND WILL RELY SOLELY THEREON. 

3. TERM 

3.1 Term of Lease 

The Premises are leased for an initial term (the "Initial Term11
) commencing on the later 

of (1) the effective date of a resolution adopted by the City's Board of Supervisors approving this 
Lease in their respective sole and absolute discretion, as further provided in this Lease, and (2) 
Landlord's and City's full execution and delivery of this Lease, provided however, this Lease 
shall not Commence prior to July 1, 2015. The Initial Term 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 Options) below. The word 11Term" as used 
herein shall refer to the Initial Term and any Extended Terms if City exercises the Extension 
Options 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." On or after the . · 
Commencement Date, t):le parties agree to execute a notice substantially in the form of Exhibit B 
attached hereto, confirming the Commenceme~t Date, but either party's failure to do so shall not 
affect the commencement of the Term. · · 

3.3 Extension nptions 

City shall have the right to extend the.Initial Term of this Lease (the "Extension. 
Options") for the additional terms specified in the Basic Lease Information (the "Extended 
Terms"). Such Extension Options shall be on all of the terms and conditions contained in this 
Lease, except that Base Rent for an Extended Term shall be adjusted as set forth in Section 4.4. 
City may exercise the Extension Options, if at all, by giving written notice to Landlord no later 
than two hundred ten (21 0) 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 within the applicable cure period as provided in this Lease, Landlord may. 

. r~j ect such exercise by delivering written notice thereof to City promptly after such failure to 
cure. Landlord acknowledges and agrees that City's notice of its intent to exercise an Extension 
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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 . 
ninety (90) days after the date of City's notice to Landlord. In the event City fails to approve and 
authorize an Extension Option within such ninety (90) days (subject to any extension ·as may be 
agreed to by Landlord), then City's exercise of the applicable Extension. Option shall be null and 
void. 

3.4 Termination of 2001 Lease 

Upon the Effective Date~ Landlord and City agree that the lease between Landlord and 
CityofthePremises, dated as ofApri125, 2001, shall automatically terminate as of11:59 p.m. of 
the day :i:m'mediately preceding the Commencement Date, but all indemnity obligations shall 
survive such termination. 

4. ·RENT 

4.1 Base Rent 

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"). 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 Infonnation, or such other 
place as Landlord may designate in writing upon not less than thirty (3 0) 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 ~onthly payment of the Base Rent for such .fractional month 
shall beprora~ed based ona thirty(30) daymonth. 

4.2 Adjustments in Base Rent 

(b) On July 1, 2016, and each July 1 thereafter (each, an "Adjustment 
Date"), the Base Rent payable under this Lease shall be increased by the amount shown 
in the Basic Lease Information. 

4.3 Additional Charges 

City shall pay to Landlord any charges or other amounts required under this Lease,_ if any, 
as additional rent ("Additional Charges"). 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 Determination of Base Rent for an Extended Term 

At the commencement of each Extended Term, the Base Rent sP,all be adjusted to equal 
the 95% of the then prevailing market rate for spac~ of comparable size and location to the 
Premises then being offered for rent in other buildings similar in age, location and quality to the 
Premises situated within the Outer Mission District; area of San Francisco ("Reference Area"). 

As used herein,· the term "prevailing market rate" shall mean the base rental for such 
· comparable space, taking into consideration all factors inch~.ding (i) any property expenses, 
additional rental and all other payments (ii) any escalations.payable, (iii) location and size ofthe 
premises covered by leases of such comparable space, (iv) the duration of the renewal term and· 
the term of such comparable leases, (v) free rent given under such comparable leases and any 
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other tenant concessions, and (vi) comparison of the Premises' existing condition to that after 
the use of any Owner provided tenant improvement given under such cdmparable leases, (v} 
Building quality, natural light, views, ceiling height and oth~r aesthetics of such comparable 
space, and (vii) parking availability and rate. Within thirty (30) days following City's exercise of 
the Extension. Option, Landlord shall notify City of Landlord's good faith determination of the 
prevailing market rate for the Premises and provide written justification using a minimum of 
three (3) comparable lease transaction. If City disputes Landlord's determination of the 
prevailing market r(!.te, 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: · 

(a) 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. 

(b) If within this thirty (30)-day period ~andlord 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 (3 0) day cqnsultation period des·cribed in (a) above. 

(c) If only one appraisal is submitted within the requisite time period, it shall 
be deemed to be the prevailing market rate. Ifboth appraisals are submitted within such time 
period, and if the two appraisals so submitted differ by less than ten percent (1 O%) 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 (1 0%) 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. · 

(d) Intentionally deleted. 

(e) All appraisers specified herein shall be "MAl" designated members of the 
Appraisal_Institute with not less than five (5) years' experience appraising leases of commercial 
properties similar to the Premises in 'the Outer Miss:i,on District area. Landlord and City sha,J.l 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. · 

5. USE 

5.1 Permitted Use 

City may use the Premises for public programs general office uses and such other uses as 
may be specified in the Basic Lease Information, and for no other use without the prior written 
consent of Landlord, which shall not be unreasonably withheld or delayed. 

. The following· uses are not permitted: general assistance distribution, drug rehabilitation, 
health clinic, drug clinic, day labor group or any similar use that may reasonably cause an 
increase in Landlord costs and or negatively impact other tenants of Landlord adjacent to the 
Premises. 
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5.2 Observance ·of Rules and Regulations · 

City shall observe Landlord's reasonable rules and regulations for the Building subject to 
the provisions of this Lease. City acknpwledges and agrees to the current Building rules i,Uld 
regulations attached hereto as ExhibitD (the "Rules and Regulations"). Landlord may make 
reasonable additions or modifications thereto, which shall be binding upon City withfu. a 
reasonable implementation period upon ~andlord' s delivery to City of a copy thereof, provided 
that such· additions or modifications shall not reduce Landlord's obligations hereunder nor . 
interfere with City's business in the Premises, and such additions or modifications do not conflict 
with the provisions of this Lease, do not materially increase the burdens or obligations upon 
City, do not impose a charge upon City for services which this Lease expressly states are to be 
provided to City at no charge, and do not materially adversely affect the conduct of any business 
in the Premises which City is permitted to conduct pursuant to Section 5.1 hereof Landlord 
shall administer the Rules and Regulations in a fair and nondiscriminatory manner. 

5.3 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 urtinterrupted 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, in its reasonable 
judgment, interrupt City's access to the Premises in the event of an. immediate threat of the 
Premises 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 fot any 
other reason other than City's default hereunder, then Landlmd shall :imi:nediately undertake all 
necessary and reason~ble steps to correct such condition. In the event such condition is within . 
the direct control of Landlord and such condition continues for two (2) 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 (3 0) 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 restore4 within sixty (69) days of the date City's use was interrupt.ed, 
and such use is actually restored withiil. such 60-dayperiod. 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. LEASEHOLD IMPROVEMENTS 

6.1 Landlord's Obligation to Construct Improyements 

As set forth in Section 2.5 of this Lease, City.accepts the Premises in As:-Is condition 
subject to Landlord's obligations as hereinafter set forth to provide Leasehold Improvements. 
Landlord, through its general contractor approved by City, shall construct the Leasehold 
Improvements at City's sole cost pursuant to the Construction Plans (as defined in this Section 
below) approved by City, and in accordance with the provisions of this Section below. Such . 
work and installations are referred to as the "Leasehold Improvemept Work" and "Leasehold 
Improvements." · 

Landlord, through its general contractor approved by City, shall constru~t the Leasehold 
Improvements at City's sole cost pursuant to the Construction Plans (as defined in this Section 
below) approved by City, and in accordance with the provisions cifthis Section below. Such 
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work and installations are referred to as the "Leasehold Improvement Work" and "Leasehold 
hnprovements." 

(a) Plans and Specifications . 

Promptlyfollowi:n.g the date of Board Of Supervisors and Mayor's approval of a 
Resolution authorizing this Lease, Landlord shall cause its architect ("Architect") and, if 
required, a Leadership in Energy and Environmental Design ("LEED ") consultant, both approved 
by City, to prepare and submit to City for its approval an arcllitectural space plan, power and · 
signal plan, reflected ceiling plan, floor plans, and tenant finish specifications for the Leasehold 
hnprovements, based on City's program requirements for use of the Premises, and designed to 
meet City's obligations to cause the Leasehold Improvements to comply with the requirements 
of Sections 700 through 713 of the San Francisco Environment Code, and in form and detail 

·sufficient for purposes of contractor pricing (the "Pricing Plans"). City shall have fifteen (15) 
days to review and either approve of the Pricing Plans or provide Landlord with City's 
adjustments to the Pricing Plans. 

Immediately following City's approvfl.]. of the Pricing Plans, based on the 
approved Pricing Plans and any adjustments authorized by City, Landlord shall cause final plans, 
specifications Md workirig drawings for the Leasehold Improvements to be prepared, in . 
conformity with the requirements hereof Landlord shall submit a copy of such final plans, 
specifications and working drawings in sufficient .detail to define the work (the "Construction 
Drawings") to City within sixty ( 60) days after the City's approval of such Pricing Plans. The 
Construction Drawings shall be subject to City's approval, which approval shall not be · 
unreasonably withheld or delayed. If City disapproves of the Construction Drawings, or any 
portion thereof, then City shall pro:rpptly notify Landlord thereof and of the revisions that City 

. reasonably requires in order to obtain City's approvaL As soon as reasonably possible thereafter, 
but in no event later than thirty (3 0) days after City's notice, Landlord shall submit to City 
revised Construction Drawings that incqrporate the revisions required by City. Such revisions 
shall be subject to City's approval, which shall not be unreasonably withheld or delayed. The 
final Construction Drawings approved by City shall be referred to as the "Construction 
Documents. If If the proposed Leasehold Improvement Work requires construction, promptly 
following City's approval·of the Constn;LCtion Drawings, based-on the approved Construction 
Drawings and any adjustments authorized by City, Landlord shall cause Permit Documents to be 
prepared. · 

(b) . HV AC Improvements. 

Landlord and City hereby agree to include in the Leasehold Improvements any and all 
HV AC improvements necessary to the Building's HV AC systems so that the HV AC can be 
maintained in accordance with the requirements of Title 8 California Code of Regulations, 
Chapter 4. ·Division of Industrial Safety, Subchapter 7. General Industry Safety Orders, Group 
16. Control ofHazardous Substances, Article.l07. Dusts, Fumes, Mists, Vapors and Gases 
Seetion 5142, Mechanically Driven Heating, Ventilating and Air Conditioning (HV A C) Systems 
to Provide Minimum Building Venttiation .. Such HV AC improvements shall be designed by a 
licensed mechanical engineer and shall pe subject to City's review and approval. 

(c) Mayor's Office of Disability Review; Permits 

In the event the Leasehold Improvement Work requires Construction Permits, 
Landlord acknowledges that City requires that the Permit Documents be reviewed by the San 
Francisco Mayor's Office of Disability ("MOD") for compliance with the Americans With 
Disabilities Act of 1990 ("ADA") and other related laws before Landlord submits them to the 
San Francisco Department of Building Inspection ("DBI") for construction permits. Landlord 
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shall cause the Architect to submit the Construction Docum~nts to MOD for review promptly 
following City's approval of the final Construction Drawings. IfMOD requirenevisions to the 
Construction Documents or modifications or additional improvements to the Building, Landlord. 
shall cause Architect to revise the Cons1ruction Documents and/or design and prepare all · 
additional plans and specifications as· required by such MOD review, in conformity with ADA 
and other legal requirements. Such revised Con·struction Doguments and additional plans shall 
thereafter to be referred to as the "Cons1ructionPlans." Upon MOD's approval of the 
Construction Plans, Landlord shall.cause Architect to notify Landlqrd and City that the 
Construction Plans have been approved and to identify the additional work, if any, specified 
therein.as a result of the MOD review. . . 

Landlord shall secure and pay for any building and other permits· and approvals, 
government fees, licenses and inspections necessary for the proper performance li!lld completion 
of the Leasehold hnproyeJ!!.ent Work. Promptly following MOD's approval of tlfe Cons1ruction 
Plans and City's approval of the Cons1ruction Budget, a.s defined in the following subsection, 
Landlord shall apply for any permits, approvals or licenses necessary to complete the . 
construction shown on the Cons1ruction Plans and shall provide copies to City promp!].y 
following receipt thereof. Landlord shall be responsible for arranging for all inspections 
required by DB I. 

(d) City's Approval of Costs 

. As soon as practicable and prior to submitting permit applications for the 
Leasehold hnprovement Work, Landlord shall provide to City, for City's approval, a good faith 
initial construction budget ("ROM") based on the Pricing Plans which includes all' project hard 
and soft costs and Landlord's five percent ( 5%) administrative fee. City shall have five ( 5) 
business days to review and approve or disapprove the ROM. If City desires to reduce the ROM, 

· Landlord and City shall work in good faith to promptly reduce the scope ofwork and the ROM, 
and the Construction Pla.nS shall.be revised as required to reflect such changes. · 

. Prior to commencing cons1ruction of the Leasehold hnprovement Work, Landlord 
shall prepare and submit to City, based on the Construction Plans, a good faith cost for the 
Leasehold hnprovement Work, showing all costs to be paid by City, including a Contractor. 
contingency of five percent (5%) (the "Construction Budget"). City shall have five (5) busiJ?.ess 
days to review and approve or disapprove the Construction J?udget As ofth~ Effective Date, the 
parties agree that the Construction Budget shall not exceed.Allowance (as defined below), and . 
the parties shall work in good faith to prepare plans and Construction Documents that can be 
implemented within this approved amount. If during the course of construction, the Leasehold 
Improvements cannot be completed in strict conformity with the most recently City approved 
Construction Budget, Landlord shall immediately submit to City for its approval a revised 
Construction Budget and shall identify to City changes in line items and the reasons for the 
changes. City acknowledges that renovation or improvement of existing facilities inherently 
involves risk of unanticipated co~ts n,ecessary to obtain a Final Certificate of Occupancy. If 
further changes are required, Lan~lord shall seek City's approval, following the same 
procedures. City shall not be obligated to pay costs, if any, in excess of the last City approved 
Construction Budget, provided Landlord shall not be required to incur any costs above the last 
City approved Construction Budget. If costs e)\:ceed the approved Cons1ruction Budget, the 
parties agree to meet and confer in good faith to either (i) ootain City approval of any increased 
costs, with an appropriation for such amount or (ii) revise the Leasehold Iniprovements Work so 
that it does not exceed the approved Construction Budget. City shall have the right to 
reasonably approve or disapprove any Construction Budget or revised Construction Budgets in 
its reasonable judgment. No such approval or disapproval shall be unreasonably delayed. The 
most recent City approved Construction Budget shall supersede all previous City approved 
Construction Budgets. Whenever City approval ofthe ROM.or Construction Budget is required, 
in the ev.ent Landlord and City cannot agree regarding such approval, Gity shall reimburse · 
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Landlord for all of Landlord's reasonable and necessary costs incurred to produce such ROM or 
Construction Budget to such da,te 

(e) Construction 

Immediately upon City's approval of the Construction Plans and the Construction 
Budget and Landlord's procurement of all necessary permits and approvals for the Leasehold 
Improvements, Landlorcl shall commence, using a contractor reasonably acceptable to City 
budget ("Contractor") the construction of the Leasehold Iniprovements and cause them to be 
completed in a good and professional manner in a,ccordance with sound building practice. 
Landl<;:>rd shall comply with and give notices required by all laws, rules, regulations, ordinances, 
building restrictions and lawful orders of public authorities bearing on construction of the 
Leasehold Improvements. Without limiting the foregoing, construction of the Leasehold 
Improvements shall comply with all applicable disabled acc~ss laws, including, without 

· limitatiqn, the most stringent requirements of the ADA, Title 24 of the California Code of 
Regulations (or its successor) atld City's requirements for pro gram accessibility. Landlord shall 
require in any contract issued in connection with the Leasehold InJprovement Work that 
Contractor shall pay prevailing wages in connection with the Leasehold Improvement Work as 
further proyided in Section 23.24 (Prevailing Wages), below, and shall not use tropical hardwood 
wood products, or virgin redwood wood products as further provided in Section 23 .26 (Tropical 
Hardwood and Virgin Redwood Ban), below. Landlord shall use commercially reasonable 
efforts to ensure that Contractor complies with such requirements. 

(f) Construction Schedule; Substantial Completion 

Landlord shall keep City apprised on a regular basis of the status of plan 
preparation, permit issuance and the progress of construction. From time to time during the 
design and construction of the Leasehold Improvements, City shall have the right upon 
reasonable advance oral or written notic~ to Landlord to enter the portion of the Premises that 
City must reasonably and temporarily vacate for the performance of the Leasehold Improvement 
Work at reasonable· times to inspect the Leasehold Improvement Work (the "Affected Areas"), 
provided such inspections do not unreasonably interfere with the construction. Landlord or its 
representative may accompany City during any such inspection. When construction progress so 
permits, but not less than fifteen (15) days in advance of completion, Landlord shall notify City 
of the approximate date on which the Leasehold Improvement Work will be substantially . 
completed· in accordance with the Constructj.on Documents. Landlord shall revise such notice of 
the approximate substantial completion date as appropriate from time to time and shall 
immediately notify City when the Leasehold Improvement Work is in fact substantially · 
completed and the Affected Areas are ready for resumed occupancy by City. On such date or _ 
other mutually agreeable date as soon as practicable thereafter, City and its authorized 
representatives shall have the right to accompany Landlord or its architect on an inspection of the 
Affected Areas and any other portion of the Premises modified by the Leasehold Improvement 
Work.. 

"Substantial Completion" shall be when the Leasehold Improvements are 
sufficiently completed in accordance with the approved Construction Documents so that City can 
occupy the Affected Areas and conduct its business for its intended uses and City, through its 
Director of Property, has approved the Leasehold Improvements. City may, at its option, 
approve the Leasehold Improvements even though there may remain minor details that would 
not interfere with City's use. Landlord shall ,diligently pursue to completion all such ·details. 
Notwithstanding the foregoing, CitY shall have the right to present to Landlord within thirty (30) 
days after acceptance of the Affected Areas, or as soon thereafter as practicable, a written 
punchlist consisting of any items that have not been finished in accordance with the Construction 
Documents. Landlord shall promptly complete all defective or incomplete items identified in 
such punchlist, and shall in. any event shall make a good faith effort to complete all items within 
thirty (30) days after the delivery of such li_st. City's failure to include any item on such list shall 

. 11 . 
I:\Work\CDunn\68\6886 HSA 3120 Mislion Lease renewal\Legislation\3120 Mission Lease R2 clean Boarde File .doc 



not alter the Landlord's responsibility hereunder to con;q:Jlete all Leasehold Improvement Work 
in accordance with the approv,ed Construction Plans, nor constitute any waiver of any latent · 
defects. · . 

No approval by City or any of its Agents of the Space Plans, Pricing Plans, 
Construction Drawings, Construction Documents, Construction Plans, or completion of the 
Leasehold Improvement Work for purposes of this Lease shall be deemed to constitute approval 
of any governmental or regulatory authority with jurisdiction over the Premises, and nothing 
herein shall limit Landlord's obligations to· obtain all such approvals. 

(g) Appointment of Representatives 

City and Landlord shall each designate and maintain at all times during the design 
and construction period a project representative ("Representative"), and an alternate for such 
Representative ("Alternate"), each of whom shall be authorized to confer and attend meetings 
and represent such party on any matter relating to the Leasehold Improvement Work. Landlord 
and City shall not make any inquiries of or requests to, and shall not ·give any instructions or 
authorizations to, any other employee or agent Of the other party. The initial Representatives and 
Alternates shall be: 

City: 

Landlord: 

Representative-- _____________ _ 
Alternate -- -----------------

Representative - Bradley Koch 
Alternate -------------------

Each party may at any time and from time to time change its Representative or 
· Alternate by written notice to the other party. Each party's Representative or Alternate shall be 

available during ordinary business hours so that questions and problems may be quickly resolved 
and so that the Leasehold Improvements may be completed economically and in accordance with 
the Construction Schedule. All approvals made by City's Representative or Alternate shall be 
made in Writing. . 

(h) Changes to Construction Plans; Tenant Delay 

If City inquires in writing about any change, addition or alteration relating to the 
design or specifications of the Leasehold Improvement Work (a "Change Order"), Landlord sl+all 
cause its Architect and Contractor to promptly supply a good faith not to exceed change order 
cost estimate. In the event that a Change Order would delay Substantial Completion, Landlord 
shall also provide its good faith estimate of such a delay. Within five (5) business days of receipt 
of such cost and delay estimates, City shall notify Landlord in writing whether City approves the 
proposed Change Order and an :increase in the Construction Budget (if required). If City timely 
approves the proposed Change Order, then Contractor shall proceed with such Change Order as 
soon as reasonably practical thereafter · 

(i) Costs 

Landlord shall pay for the cost of constructing and installing the Leasehold 
Improvement~ (as defined below) up to a total sum of One hundred Forty Two thousand Eight 
hundred Eighteen Dollars ($51 0,263.00) (or approximately $13,00 per rentable square foot) in 
the Premises (the "Allowance"), and the·City shall pay amounts above the Allowance, if any, as 
set forth in the approved Construction Budget. The phrase "cost of constructing'' shall include, 
but not be limited to, architects fees, consultant fees, contractors' fees, ·permits, materials, and 
insurance. To the extent that any portion of the Allowance is npt used by City such portion shall 
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be credited against Base Rent next due or payable wder the Lease. In the event that the City 
· approved Construction Budget pursuant to (d) above, exceeds the Allowance, City shall, from 
the date of actual commencement of construction of the Leasehold Improvements, pay to 
Landlord monthly for so long as the work continues in accordance with the-Construction 
Documents, throughout the course of construction to the date. of Substantial Completion, the sum 
of o~e third of the excess amount monthly, provided, the final ten percent (1 0%) of City's 
contribution will not be paid until .the Final Payment Date as set forth below .. By way of 
example, if the excess Construction Eudget amount over the Allowance is Sixty Thousand 
Dollars ($60,000), City shall make the following payments: Twenty Thousand Dollars ($20,000) 
on the date of commencement of construction, 'Twe:q.ty Thousand Dollars ($20,000) on the same -
day ofthe.next calendar month, Fourteen Thousand Dollars ($14,000) on the same day of the · 
"third calendar month, and the final ~ix Thousand Dollars ($6,000, i.e., the final ten percent) on 
the Final Payment Date. Landlord agrees to use such payments to promptly pay contractors for 
the Leasehold Improvements, and if amounts needed to pay such contractors is less than the 
cumulative amount Landlord has collected from City under this Section 6.1 (i) from time to time, 
the parties agree to adjust the payment schedule so that City makes payments ·only when needed 
by Landlord to pay contractors for the Leasehold Improvements. CitY's payments shall be due as 
additional rent, and payment shall be made monthly together with payment of Base Rent 
hereunder. In no event shall the cumulative amount of such additional payments exceed ninety 
percent (90%) of the amounted owed by City under the most recently approved Construction 
Budget (including 100% of any City Change Orders as established in Section 6.1). City shall 
pay the remaining ten (1 0%) upon the later of (i) proper invoicing, (ii) Substantial Completion of 
the Leasehold Improvements and (iii) acceptance of the Leasehold Improvements by the Director 
of Property (the "Final Payment Date"). 

(j) Required Documentation of Costs 

Landlord shall provide· City with copies of a final cost reconciliation includ:illg (i) 
all invoices received by Landlord from the Architect, the Contractor, or Consultants in 
connection with the preparation of the Construction Plans or the Change Order or performance of 
the Leasehold Improvement Work, (ii) satisfactory evidence of payment by Landlord of such · 
invoices, and (ill) upon City's request, such documentation as the Architect, the Contractor, or 
Consultant may have provided to Landlord pursuant to its contract for the Leasehold 
Improvement Work. If the costs set forth in such final reconciliation are within the most recently 
approved Construction Budget, but exceed the amounts paid to Landlord pursuant to 
Section 6.1(h), City sha:ll reimburse Landlord for such additional cost within thirty (30) days of 
City's approval of such invoice: If the costs in the final reconciliation show that the amounts 
paid by the City under Section 6.1 (h) exceed the amounts reimbursable by City for the Leaseho19-
Improvements, then Landlord shall pay such excess amount to the City within thirty (3 0) days 
following the final reconciliation. The City and Landlord agree to meet and confer in good faith 
as and when requested by either party to ensure that City's payment schedule meets the cash 
flow requirements .of the Leasehold Improvement Work, and to review budgets, invoices and 
progress payments throughout the construction period. 

(k) Restoration of the Premises 

City shall not be required to remove the Leasehold Improvements upon. tl{e 
expiration or sooner termination of tills Lease unless Landlord notifies City in writing at the time 
the Construction Drawings are submitted to City for approval that such Leasehold Improvements 
must be removed on the expiration or sooner termination of this Lease. 
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(l) Use of Allowance 

In the event, Landlord and City working in good faith (i) can not agree on the scope of 
work (ii) the ROM cost of ~e work is expected to exceed the Allowance and City has not agreed 
to provide the additional funding, or (iii) the Leaseho~d Improvement Work has not started 
within 12 months of the Commencement D. ate, then Landlord shall not be obligated to complete 
the .Leasehold Improvement Work and the. City may use the Allowance (after deduction of 
Landlord's actual pre construction costs, if any) to abate Base Rent. 

6.2 Installation of Telecommuincations ·and Other Equipment 

Landlord and City acknowledge that the Leasehold Improvement Work shall be 
completed by Landlord exclusive of the installation of telecommunications, data and computer 
_cabling facilities and equipment. City shall be responsible for installing such facilities and 
equipment, provided that. Landlord shall furnish access to City and its consultants and contractors 
to the main telephone service serving the-Building for which access is needed for proper 
installation of all such facilities and equipment including, but not limited to, wiring. City shall 
have the right to enter the Affected Areas and any other portion of the Premises being used for 
the performance of the Leasehold Improvement Work at reasonable times during the course of 
construction of the Leasehold Improvements in order to :i:hstall such facilities and equipment. 
City and Landlord shall use their good faith efforts to coordinate any .such activities to allow the 
Leasehold Improvements and the installation of such facilities and equipment to be completed in 
a timely and cost-effective manner. City shall perform all work with applicable permits and at 
the times and in a manner specified by Landlord's Contractor. City shall qe responsible for all 
damage, costs and delays caused by such installation by City (a qity Delay). 

Up to twe1;1ty five percent (25%) of the Allowance may be used to design, purchase and 
install futniture workstations ("FF&E"). To the extent the Allowance is used for FF&E, 
Landlord retains the right to Claim ownership of the such FF &E, or any part thereof, upon the 
expiration or ·earlier termination of the Lease. · 

6.3 Construction of Improvements that Disturb or Remove Exterior Paint 

A part of the Leasehold Improvement costs, Landlord and City, on behalf of itself and its 
succes-sors, assigns and agents, shall comply with all requirements of the San FranCisco Building 
Code Chapter 34 and all other applicable local, state, and Federal laws, including but not limited 
to the California and United States Occupational and I;Iealth Safety Acts and their implementing 
regulations, when the work of improvement or alteration disturbs or removes exterior or interior 
lead-based or "presumed" lead-based paint (as defined below). Landlord and its Agents shall 
give to City three (3) business days' prior written notice of any disturbance or removal of exterior 
or interior lead-based or presumed lead-based paint. Landlord acknowledges that the required 
notification to the Department of Building Inspection regarding the disturbance. or removal of 
exterior lead-based paint pursuant to Chapter 34 of the San Francisco Building Code does not · 
constitute notification to City as Tenant under this Lease and similarly that notice under this 
Lease does not constitute notice under Chapter 34 of the San Francisco Building Code. Further, 
Landlord and its Agents, when disturbing or removing exterior or interior lead-based or­
presumed lead-based paint, shall not use or cause to be used any of the following methods: 
(a) acetylene or propane burning and torching; (b) scraping, sanding or grinding without 
containment barriers or a High Efficiency Particulate Air filter ("HEP A") local vacuum exhaust 
tool; (c) hydro blasting or high-pressure.wash without containment barriers; (d) abrasive blasting 
or sandblasting without' containment barriers or a HEPA vacuum exhaust tool; and (e) heat guns 
operating above 1,100 degrees Fahrenheit. Landlord covenants and agrees to comply with the 
requirements of Title 17 of the California Code of Regulations when taking measures that are 
designed to reduce or eliminate lead hazards. Under this Section, paint on the exterior or interior 
.of buildings built before January 1, 1979 is presumed to be lead-based·paint unless a lead-based 
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paint test, as de:fuied by Chapter 34 of the San FranCisco Building Code, demonstrates an 
absence oflead-based paint on the interior or exterior surfaces of ,c::uch buildings. Under this 
Section, lead-based paint is "disturbed or removed" if the work of improvement or alteration 
involves any action that creates friction, pressure, heat or a chemical reaction upon any lead­
based or presumed lead-based paint on a surface so as to abrade, loosen, penetrate, cut through or 
eliminate paint from that.surface. · 

6A Iniprovements at the beginning of the 2nd Extension Term. 

(a) If City has duly extended the Term and exercises the 2nd Extension 
Option, then Landlord shall provide an allowance of$8:00 psf,.increased by the proportional 
increase in the Consumers Price Index as provided below (the "2nd Extension Allowance"), for 
improvements to be made by Landlord to the Premises within 180 days following th~ City's 
delivery of approved legislation authoriz:ing the second Extended Term. The parties anticipate 
that the 2nd Extension Allowance will be used to. repaint and re-carpet the Premises, although the 
City niay specify other work to be completed instead, subject to Landlord's approval. For any 
such repainting and recarpeting, City's only responsibility shall be to clear desktops, disconnect 
and remove computers a:tid remove other loose materials. Neither Landlord or its contractor(s) 
shall be liable to City and/or its employees for any damage to any furniture, fixtures or 
equipment (FF &E), or personal property occurring during such work of improvement unless 
such damage results for Landlord and/or its contractor(s) gross negligence or willful mis.conduct. 
The above not withstanding, at City's option, Landlord's contractors shall insure against sucp_ 
damage and the cost of such insl.ttance shall be paid from the 2nd Extension Allowance. Work 
shall be done after hours an9. in such a way as to minimize noise, fumes, and. disruption to City's 
operations. · 

(b) Calculation of the 2nd Extension Allowance 

The actual 2nd Extension Allowance shall be calculated as follows: 

The Consumer Price Index for All Urban Consumers (base years 1982-1984 = 1 00) for 
the San Francisco-Oakland-San Jose area, published by the United States. Department of Labor; 
Bureau of Labor. Statistics (the "Index"), which is publishedmostimmediatelypreceding the 
start of the Seconq Extended Term (the "Adjustment Index"), shall be compared with the Index 
published most immediately preceding the Commencement Date (the "Base Index"). 

If the Adjustment Index has increased over the Base Index, then the per square foot 2nd 
· Extension Allowance shall equal $8.00 multiplied by a fraction, the numerator of which is. the 

Adjustment Index and the denominator of which is the Base Index. 

If the Index is changed so that the base year differs from that used as of the date most 
immediately preceding the Commencement Date, the Index shall be converted· in accordance 
with the conversion factor published by the United States Department of Labor, Bureau of Labor 
Statistics. If the Index is ·discontinued or revised during the Term, such other goverinnent index 
or computation with which it is replaced shall be use,d in order to obtain substantially the ·same 
result as would be obtained if the Index had not been discontinued or revised. 

7. · ALTERATIONS 

7.1 Alterations by City 

City shall not make or permit any alterations, installations, additions or improvements 
(collectively, "Alterations") to the Premises without first obtaining Landlord's.written consent, 
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which Landlord shall not unreasonably withhold or delay. However, the ins~allation of . 
furnishings, fixtures, equipment or decorative improvements, none of which affect the heating, 
ventilating, air conditioning, plumbing, electrical, fire protection, life safety, security and other 
lil;echanical, electrical and communications systems of the Building (collectively, the 11Building 
Systems") or structural integrity of the Building, and the repainting and recarpeting of the 
Premises shall not constitute Alterations requiring Landlqrd' s consent. Any Alterations 
permitted hereunder shall b~ made at City's cost in c6mplfance with applicable Laws (as defined 
below). 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 
be entitled to reimbursement of any reasonable administrative costs it incurs in reviewing any 
proposed Alteration, provided that Landlord shall notify City of its estimated administrative 
costs prior to Landlord's review of the proposed Alteration. If City .does not consent to the 
amount of such fee, City shall have the right to withdraw its request for Landlord review of the 
proposed Alteration and City ~hall not perform, nor shall Landlord reView, such proposed 
Alteration. City shall not be required to remove any Alterations upon the expiration or sooner . 
termination of this Lease unless Landlord notifies City in writing at the time Landlord approves 
such Alterations that·they must be removed at the Expiration Date. 

7.2 Title to Improvements 

·Except for City's Personal Property (as d~fined in the next Section), all appurtenances, 
fixtures, improvements, equipment, additions and other property permanently installed in the 
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 vyith Section 20 (Surrender of Premises), 
below. Landlord acknowledges that some of City's Personal Property may be fin;mced by an 
equipment lease financing otherwise subjected to a security interest, or owned by an equipment 

· company and leased to City. Landlord, up.on City's reasonable request, shall execute and deliver 
· any reasonably acceptable document to Landlord required by any supplier, lessor, or lender 1p 

connection with the installation in the Premises of any itenis of City's Personal Property, 
pursuant to which Landlord waives any rights it may hav:e or .a9quire with respect to City's 
Personal Property, so long a~ the supplier, equipment lessor or lender agrees that it (i) will 
remove the City's Personal Property from the Premises within thirty (30) days,after the 
Expiratiop. Date (but if if 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 reCGgnize 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 properly at any time during the Term or within thirty (30) days after 
the Expiration Date. 

7.4 Alteration by Landlord 

Landlord shall D:se its best efforts to minimize interference with or disruption to City's 
use and occupancy of the Premises during any alterations, installations, additions or 
:improvements to the Building by Landlord pursuant to its obligations under this Lease. Landlord 
shall promptly remedy any such interference or disruption upon receivfug City's notice thereof. 
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8. ~PAIRS AND MAINTENANCE 

8.1 Landlord's Repairs 

Landlord shall repair and maintain the Property and the Building Systems in good 
condition and operation, consistent with similar facilities/office properties of comparable ren:t, 
age, and size in the vicinity including the exterior walls and structural portions of the Building, 
including, without limitation, the roof, foundation, bearing and exterior walls and sub :flooring, 
exterior lighting, the electrical and plumbing to and from the Buildings and the heating, 
ventilating, air conditioning, plumbing, electrical, fire protection, life safety, and other . 
mechanical, electrical and communications systems of the ~uilding (collectively, the "Building· · 
Systems"), mtd including graffiti removal and parking lot maintenance. Tenant shall 
immediately give Landlord written notice of any defect or need of repairs in such components of 
the Building for which Landlord is responsible, after which Landlord shall have a reasonable 
opportunity and the right to enter the Premises at all reasonable times to repair same. Landlord's 
liability with respect to ·any defects, repairs, or maintenance for which Landlord is responsible 
under any ofthe provisions of this Lease shall be limited to the cost of such repairs or 
maintenance, and so long as Landlord uses commercially reasonable efforts to limit :interference 
or disruption ofTenant's use there shall be no abatement of rent and no liability of Landlord by 
reason of any injury to or in.terference with Tenant's business arising from the making of repairs, 
alterations or improvements in or to any portion of the Premises, the Building or the Project or to 
fixtures, appurtenances or equipment in the Building. The Building Systems shall exclude the 
City's communications system. Landlord shall maintam the HV AC Systems in good repair 
pursuant to the standards set in Section 9.2 (d) (HV AC). 

8.2 City's Repairs· · ·. 

Subject to Landlord's warranty under s·ection 10.1 (Premises Condition), any 
construction warranties or guaranties received in connection with Landlord's completion of the 
Leasehold Improvements, and Landlord's repair and maintenance obligations hereunder, City 
shall maintain the Property in a clean, safe and attractive manner and shall repair and maintain at 
its cost the Building and the Property induding, without limitation, interior and exterior doors 
and hardware, interior and exterior windows, interior electrical and plumbing systems, ap_d shall 
keep the Building and the Property in.good working order and in a safe and sanitary condition, 
except for ordinary wear and tear and damage by casualty. City shall·not permit to be done in or 
about the ·Property anything that is illegal, is dangerous to persons or property or constitutes a 
nuisance. City shall make any S"9-ch required repairs and replacements (i) at City's c.ost, (ii) by 
contractors or mechanics selected by City and reasonably approved by Landlord, (ill) so that 
same shall be at l~ast 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 rri.aterials that will 
not materially interfere with or impair the operations, use o:r 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, .or ill 
relation to ADA or CASp. . · 

City shall have the right to request Landlord, (but Landlord reserves the right to decline 
such request), perform the above maintenance· and repair at City's pre approved written cost. 

8.3 Liens 

City shall keep the Premises free from liens arising out of any work perfo~ed, 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 any portion thereof, from mechanics' and material -suppliers' liens. 
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City shall give Landlord at least ten (1 0) days' prior written notic~ of commencement of any 
repair or. construction by City on the Premises. 

9. UTILITIES AND SERVICES 

9.1 Landlord's Provision of Utilities 

Landlord shall be responsible for maintaining the existing mam lines for electricity, gas,· 
water and sewer utilities to the Building in a good condition; however, if the necessity for such 
maintenap.ce is the result of the negligence or willful misconduct of City'~' or its agents, 
employee~, or invitees, the City, at CitY's cost shall, make.the necessary maintenance or repair. 

9.2 Services 

(a) Janitorial Service 
. . ~ 

. Landlord shall provide, at Landlord's cost, janitorial service to the Premises 
pursuant to the attached Exhibit E, Janitorial Standards. 

(b) Refuse and Recycling, Pest Control 
I 

Landlord' shall provide, at its sole cost, recycling, refuse removal and pest.control, 
in amounts standard for an office property of this size. . . · . 

(c) Security 

City shall provide, at its sole cost, security services to the Premises, as deemed 
necessary by City. 

(d) HVAC 

Landlord, at Landlord's cost, 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 ("HV AC'-'). The scope of such services shall be in 
accordance with the requirements of Exhibit C and Title 8 California Code of L' 
Regulations, Chapter 4. Division of Industrial Safety; Subchapter 7. General Industry · 
Safety Orders, Group 16. Control ofHazardous Substances, Article 107. Dusts, Fumes, 
Mists, Vapors and Gases Section 5142, Mechanically Driven Heating, Ventilating and 
Air Conditioning (HV AC) Systems to Provide Minimum Building Ventilation. 

9.3 Additional Services 

. City reserves the right to req'Q.est that the Landlord, at City's cost, perfoim minor 
Lease related services or incur additional expenses not covered under this Lease from time to 
tirtte, 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, .City shall reimburse Landlord for the 
pre~approved cost for such expenses as Additional Rent within thirty (30) days after receipt of 
Landlord's invoice for such service· or expense, including reasonable backup documentation. 

9.4 Conservation 

Landlord may establish reasonable measures to conserve energy and. water, including 
automatic light shut off after hours and efficient lighting forms, so long as these measures do not 
unreasonably-interfere with City's use of the Premises. 
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9.5 Disruption in Essential Utilities or Services 

In the event of any failure, stoppage or interruption of any utilities or services to be 
furnished 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, heating, air conditioning, water, elevator, fire protection, or other 
essential. services serving the Premises (collectively, "Essential Services") and such inability of 
Landlord impairs City's ability to carry on its business in the Premises for (i) a period offive (5) 
(5) or more business days if such failure is in the reasonable control of Landlord or (ii) a period 
of one hundred eighty (180) 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 i;his Lease Such abatement, or right.to provide .t~e 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. · 

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 to the best 
of Landlord's knowledge: (a) the Building is not an unreinforced masonry building; · . 
(b) Landlord has received no notices that the Prop~rty is out of compliance with any applicable 
federal, state, local and administrative laws, rules, regulations, orders and requirements relating 
to seismic safety (collectively; "Seismic Safety Laws");. (c) Landlord has received no notices that 
the Property is out of compliance with any applicable federal, .state, local and administrative 
laws, rules, regulation~, 9rders and requirements relating to fire and life safety (including, 
without limitation, the San Francisco High-Rise Sprinkler Ordinance) (collectively, "Life Safety 
Laws"); and (d) Landlord has received no notices that the Property is out. of compliance with any 
other applicable federal, state, local and administrative laws, rules, regulations, orders and 
requirements. Without limiting Section 16.2 (Landlord's Indemnity), Landlord shall Indemnify 
City against any and all Claims arising out ofLandlord's failure to perform its obligations under 
Section 8.1 (Landlord's Repairs) or anymisrepresentation by Landlord under this Section. 

Landlord shall at all times maintain, at its cost, the physical structure, the parking areas, 
the path of travel to the Buildings (including, but not limited to, the Building entrances and 
parking areas) in compliance with the requirements of the ADA and Title 24 of the California 
Code .of Regulations and all other applicable federal, state, local and administrative laws, rules, 
regulatioru:;, orders and requirements intended to provide equal accessibility for persons with 
disabilities and applicable to City's activities at the Premises (collectively, "Disabilities Laws"). 

10.2 City's Compliance with Laws; Indemnity 

City shall at all times maintain, at its cost, the interior fixtures and permanent 
improvements of the Premises (including, without limitation, the Leasehold Improvements) and 
all interior portions of the Premises in compliance with the requirements of the ADA and 
Title 24 of the California Code of Regulations and all other applicable federal, state, local and 
administrative laws, rules, regulations, orders and requirements intended to provide equal 
accessibility for persons with disabilities and applicable to City's activities at the Premises 
(collectively, '"Disabilities Laws"). 

19 
I:\W m:k:\CDunn\68\6886 HSA 3120 Misiion Lease renewal\Legislation\3120 Mission Lease R2 clean Boarde File .d()c 



City agrees and acknowledges that City accepts the Premises and all portions of the 
Property in its as-is condition. City, at its sole cost, shall be responsible for compliance with 
applicable present or future federal, state, local and a9ministrative laws, rules, regulations, orders 
and requirements (collectively, "Laws") specifically relating to City's use of the Building. 

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 oth~r modifications 
in order to cop1ply therevyith unless such modifications are necessary solely because of any 
Leaseh9ld Improvements n?-ade by Landlord on behalf of City pursuant to Section 6 hereof; or 
Alterations to the Premises made by City pursuant to Section 7 hereof. Without limiting 
Section 16.1 (City's fudemnity), 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 Compliance with Future Laws. 

fu the: event of a Law, which is effective after the Lease Commencement Date, calls for 
. upgrading to the property as a whole ( eg seismic upgrading), as opposed to the interior envelope 

ofthe subject space(which would be City's responsibility) such work shall be undertaken by 
Landlord, and Landlord and City shall allocate the ·cost of such work as folloyvs: 

(a) If the requirement for such Capital Expenditure is not triggered by City's specific and 
unique use ofthePremises, or alterations orimprovements·installed by or on behalfofCity, then 
Landlord shall pay the cost thereof, and City shall only be obligated to pay, each month during 
the remainder of the term of this Lease, on the date on which Rent is due, an amount equal to the 
product of multiplying the cost of such Capital Expenditure by a fraction, the numerator of which 
is one, and the denominator of which-is the number of months of the useful life of such Capital 
Expenditure as such useful life is specified pursuanfto federal income tax regulations or 
guidelines for depreciation thereof (including interest on the unamortized balance as is then 
commercially reas~mable ), with Tenant reserving the right to prepay its obligation at any time. 

(b) If such Capital Expenditure is required as a result of the specific and unique use of the· 
Premises by City ·as compared-with uses by tenants in general, City shall be fully responsible for 
the cost thereof, provided, however, that if such Capital Expenditure is required dunng the last 
.two (2) years of this Lease and the. cost thereof exceeds six (6) months' Base Rent, City may 
instead terminate this Lease unless Landlord notifies. City, in writing, within ten O 0) days after 
receipt of City's termination notice that Landlord has elected to pay the difference between the 
actual cost thereof and the amount equal to six (6) months Base Rent. If City elects termination, 
Tenant shall deliver to Landlord written notice specifying a termination date at least ninety (90) 
days thereafter. Such termination dat<;') shall, however, in no event be earlier than the last day that 

· City could lygally utilize the Premises vyithout commencing such Capital Expenditures. 

(c) Notwithstanding the foreg9ing, the above subsections (a) and (b) are intended to apply 
only to unexpected, nonvoluntary and new Laws and Applicable Requirements. If the Capital 
Expenditure is instead triggered by City as a result of City use, ail. actual or proposed change in 
use, change in intensity of use, or mqdification tq the Premises then, in that event, City shall be 
fully responsible for the cost thereof and shall not have any right to terminate this Lease. 
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10.4 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 arty :fire or other cas1;1alty. :insurance policies covering the Building or any property 
located there:in, (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 Premises, (c) cause an increase in the fire 
insurance premium for the Premises 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 docunient be:ing executed by City 
for the purpose of effect:ing a subordination, and subject to subsection (b) below, this Lease shall 
be subject and subordinate at all times to the following ( eacli an "Encumbrance"): (i) any 
reciprocal easement agreements, ground leases or other imderlying leases that may hereafter be 
executed affecting Landlord's interest :in the Property, or any portion thereof, and (ii) 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 
which any part of the Property, a:tly 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 9r 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 deedof 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 ~derlying 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. 
City shall attorn to and become the tenant of the successor-in-interest to Landlor~ 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 n<;> further instrument shall be required other than as provided 
:in this Section. City agrees, however, to execute upon request by Landlord. and iri a form 
reasonably acceptable to City, any additional documents evidencing the priority or subordination 
of this L.ease with respect to any such Encumbrance as provided herein. 

12. DAMAGE AND DESTRUCTION 

If the Premises, including the Building or any Building Systems, are damaged by fire or 
other casualty, Landlord shall repair the same without delay (and if Landlord is then carrying 
insurance on the Leasehold Improvements or if City at its sole option makes funds available to 
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Landlord, Landlord shall also repair the Leasehold Improvements), provided that such repairs 
can be made under applicable laws within two hundred forty (240) days after Landlord obtains 
all necessary permits for such repairs but not later tha11 three hundred sixty five (365) days after 
the date o;f 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 sue~ 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. 

·· Within twenty (20) business 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 Peri~d. If such ;repairs cannot be made within the Repair Period, then 
either party hereto may, by written notice to the other given within thirty (3 0) days a:fl:er the date 
of such damage, terminate this Lease as of the date specified in such notice, which date shall he 
not less than: th:iriy (30) nor more than sixty (60) days after notice is given by Landlord. In case 
oftep:nination, 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 ti:r:~le subsequent to such date of termination. 

Notwithstanding the foregoing, in the event the Premises are damaged or destroyed by 
reason of flood or .earthquake, and such damage or destruction is not fully covered by insurance 
proceeds payable under the insurance policies Landlord is required to carry hereunder (excluding 
any deductible, for which Landlord shall be responsible), Landlord may terminate this Lease by 
written notice to City within thirty (3 0) days of the date Landlord receives written notice that 
such damage is not covered by insurance. Such notice from Landlord shall include adequate 
written evidence of the denial of insurance coverage. If Landlord does not elect to terminate this 
Leas.e as provided above, this Lease shall remain in full force and effect, and Landlord shall 
repair and restore the Premises as provided above. · 

If at any time during the last six (6) months of the .Term of this Lease there is substantial 
damage that Landlord would be required to repair hereunder, and City has not exercised an 
Extension Option for an Extended Term that would commence on the termination of such 6-
month period, Landlord or City may, at the respective option of each, terminate this Lease as of 
the date such damage occurred by giving written notice to the other party of its. election to· do so 
within thirty (30) days after the date of such damage; provided, however, Landlord may. 
terminate this Lease only if it would take more than thirty (3 0) days to repair such damage. 

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 ·ofthe Civil Code of California or 
under any similar law, statute or ordlliance 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 dari:taging, 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 which title to the 
portion of the Property taken passes to and vests in the condemnor or (ii) the date on which 
Tenant is dispossessed. · 

(c). "Award" means all compen~ation, sums or anything of value pai~ awarded 
or received for a Taking, whether pursuant to judgment, agreement, settlement or otherwise. 

13.2 General 

If durllig 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 detennined 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 fatal Taking ofthe Premises, then this Lease shall terminate as of the Date of 
Trucin~ . . 

13.4 Partial Taking; Election to Terminate 

(a) If there is a Taking of any poftion (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 
unsliitable for continued use by.City for its intended purposes or otherwise materially 
adversely affects City's normal operations in the Premises, (ii) 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 elect~ to ~erminate. 

(b) In the case of a partial taking of a substantial-portion of the Premises, 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 Premises taken 
shall, in City's reasonable judgment, render the Premises unsuitable for continued use by City 
for its intended purposes or otherwise materially &dversely affect City's normal operations in 
the Premises. 

. (c) 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 
(3Oth) day after such written notice is given or the Date of Taking. 

13.5 Termination of Lease; Rent.and Award 

'(_Jpon terminationofthis 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 Taldng; Continuation ofLease 

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 sam.e 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 rec~ive any Award made specifically for 
City's relocation expen.ses or the interruption of or damage to City's business or damage to 
City's Personal Property . 

. 13.7 TemporaryTaldng 

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 o.f sixty ( 60) consecutive days, this Lease 
shall remain unaffected thereby, and City shall continue to pay Rent and to perforin all of the . 
tetms, 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 
theTaking. _ · . · 

14. ASSIGNMENT AND SUBLETTING 

Except as provided in this Section 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 tights 
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 Land~ord consents to such any assignment or sublease 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 unamortized costs incurred by 
City for Leasehold Improvements above the Allowance as amortiZed· on a straight line basis over 

.the Term)]and. the cost of any additional leasehold improvements installed for the benefit of the 
sublessee or assignee and paid for by City, (ii) actual reasonable attorneys fees incurred in · 
negotiation and documentation of the assignment or-sublease, and (iii) the cost of any real estate 
commissions or other costs City incurs in connection with such a1'!signment 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. City shall have the right from time to 
time, upon notice to but without the consent of Landlord, to transfer t:l#s 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 foregoin~ sentence sl?-all not release City from its obligations under this Lease. 

15. DEFAULT; REMEDIF;S 

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 ofRent and to cure such 
nonpayment within five (5) business days· after receipt of written notice thereof :from 
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Landlord, 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 or following any adjustment of the Base Rent pursuant to Section 4·.2, City shall have 
twenty (20) days to cure any such nonpayment after written notice thereof from Landlord; 

(b) City's abandonment of the Premises (within the meaning of California 
Civil Code Section 1951.3); or 

(c) City's failure to perform any ~ther cove~ant or obligation of City hereunder 
(not involving the payment of money) and to cure such non-performanc~ 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 an:y 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 :hot 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 s~e 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 oflease 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 

Landlord shall not be deemed in breach of this Lease unless Landlord fails to within a 
reasonable time to perform an obligation required to be performed by Landlord. For purposes of 
this Paragraph a reasonable time shall in no event be. less than thirty (30) days after receipt by 
Landlord of written notice speci.f:Ying wherein such obligation of Landlord has not been 
performed; provided however, that if the nature ofLandlord's obligation is such that more than 
thirty (3 0) days are reasonably required for its performance, then Landlord shall not be in breach 
if performance is commenced within such thirty (30) day period; and provided further, that for 
any obligation of Landlord which if not performed materially impairs Tenant's ability to carry on 
its business on the Premises (''Material Obligation"), such performance period shall be ten (1 0) 
days. 

In the event that Landlord fails to cure said breach withln thirty (30) days, or within ten 
(1 0) days for Material Obligations, after receipt of said notice, or if having commenced cure they 
do not diligently pursue it td completion, then Tenant may elect to cure said breach at Tenant's 
·expense and offset from Rent an amount equal to one month's Rent, and to pay an excess of such 
expense under protest, reserving Tenant's right of reimbursement from Landlord. Tenant shall 
document the cost of said cure and supply said document to Landlord. ·· · 
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Subject to the other provisions of this Lease related to abatement of Rent, if Landlord 
fails to cure any default within the cure periods provided ab~ve( or after commencing to cure 
within such cure periods does not diligently prosecute to completion), then, whether or not City 
elects to cure Landlord's default as provided herein, the Base Rent and any other charges 
hereunder shall be abated based on the extent to which such default materially 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 materially impairs City's ability to carry on 
its business at the Premises, then. City shall have the right to terminate· this Lease upon written 
thirty (30) day notice to Landlord (the "Termination Notice") delivered within thirty (30) days 
after the expiration of such sixty (60) day period. Notwithstanding the foregoing, if Landlord 
cures such default before the expiration of the Termination Notice, then the Termination Notice 
shall be void and of no further force of effect and the Lease shall contiriue. City's rights, 
hereunder, Section 5.3 (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. INDEM:NJTIES 

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, "Claimsn), incurred as a result of (a) City's use of the 
Premises, (b) any default by City in the performance of any of its 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 Inde:mb:ify Landlord or its Agents to . 
the extent any Claim arises out of the gross 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 jn the defense of any such Claim at its sole cost. City's obligations tinder 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 (a) any default py 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 .{\gents _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 gross 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 se~ected 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 
c~st. Landlord's obligations under this Section shall survive the termination o~this Lease~ 

26 
I:\Work\CDunn\68\6886 HSA 3120 MisiionLease renewal\Legislation\3120 Mission Lease R2 clean Boarde File .doc 



17. INSURANCE 

17.1 City's Self.:.Jnsurance 

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 the Building, Building Systems or the Property caused by the City or its Agents or 
Invitees, and any of City's Personal Property, except for damage caused directly by Landlord or 
its Agents and except for any damage covered by Landlord's insurance. 

17.2 Landlord's Insurance 

At all times during the Term, Landlord shall keep the Premis~s (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 ofloss-special 
form property insurance policy (but expressly excluding losses -due to earthquake or flood) in an 
amount equal to one hundred percent (1 00%) 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. 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 tilnes during the Term 
insurance as follows: (a) Commercial general liability insurance with limits not less than Two. 
Million Dollars ($2,000,000) 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 DoUars ($1,000,000) each accident. 

17.3 Waiver of Subrogation 

Notwithstanding anything to the contrary ill this Leas~, Landlord hereby waives any right 
. of recovery against City for any loss or damage relating to 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 co:Vered.by insurance that Landlord is required to purchas(( under 
this Lease or is otherwise actually recovered from insurance held by Landlord or its agents. 
Landlo,rd ·agrees to obtain a waiver of subrogation endorsement from applicable insurance 
carriers issuing policies relating to the Premises; provided, 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 six ( 6) 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, 
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provided that the entrance to the Premises shall not be blocked thereby, and further provided that 
City's use shall not be interfered with. 

19. ESTOPPEL CERTIFICATES 

Either party, from time· to time during the Term upon not less than ten (1 0) days' prior 
written nptice 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 ofthis Lease, (b) that this Lease is 
UDlhodified 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), (d) that there are no unfulfilled obligations of 
Landlord :in relation to the Leasehold Improvements, (e) that there is no security deposit, and 
(f) the date to which Rent has been paid. 

20. SURRENDER OF PREMISE'S · 

Upon the expiration or sooner termination of this Lease, City shall surrender the Premises 
to Landlord in gooQ. order and condition, reasonable use and wear and damage by fire or other 
casualty excepted. Prior to 'the Expiration Date, City shall remove from the Premises all of 

. City's Personal Property, City's telecommunications, data and computer facilities and, any 
Leasehol.d Improvements or Alterations City is required to remove from the Premises pursuant to 
the provisions of Section 6.1(i) (Leasehold Improvements) or Section 7.1 (Alterations by City), 
above. City shall repair or pay the cost of repairing any damage to the Premises resulting from 
such removal. Any personal property of City not removed or or before the Expiration Date or . 
any earlier termination date shall be deemed to have been abandoned by City and may be 
disposed of or retained by Landlord as Landlord may desire. Notwithstanding anything to. the 
contrary in this Lease, City shall not be required to demolish or remove from the .Premises any of 
the Leasehold Improvements. City's obligations under this Section shall survive the expiration 
or earlier termination of thi~ Lease: · · · . 

21. HAZARDOUS MATERIALS 

21.1 Def'mitions 

As used in this J;..ea.S~, the following terms shall have the meanings hereinafter set forth: 

(a) "Environmental Laws" shall mean any federal, state, local or administrative 
law, rule, regulatio11, 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 a11thority to pose a present or potential hazard to hrup.an 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 co:tilll).only 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 Bui~ding or are naturally occiJ.rring sub~tances on or about the Property; 
and petroleum; including crude oil or any fraction thereof, natural gas or natural gas liquids. 
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(c) "Release" when used with respect to Hazardous Material shall include any 
actual or imminent spilling, leaking, pumping, pouring, emitting, emptying, discharging, 
injecting, escaping, lel:!-chi:Jig, dumping, or disposing into or inside the Building, or in, on, 
under or about the Property. 

21.2 Landlord's Representations and Covenants 

Landlord represents and warrants to City that, to the best of Landlord's knowledge 
without the duty of investigation, the following statements are true. and correct as of the date this. 
Lease is signed by Landlord: (a) Landlord has received no notices that the Property is in. 
violation of any Environmental Laws; (b) Landlord has no direct knowledge that the Property 
has been used for the manufacture, storage, discharge, deposit, transportation or disposal of any 
Hazardous Material, (c) Landlord has received no notices that the Property consists of landfill 
atypical for the general area in which the Property is located or contains any underground storage 
tanks; and (d) 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 ali 
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 Cityand 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 ofLandlord'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 due to the acts 
of Landlord or its Agents. 

21.4 CitY's Representations and Covenants 

Neither City nor its Agents shall cause (i) any Hazardous Material t~ 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 in 
offices so long as such use is in compliance with all applicable Environmental Laws, or (ii) any 
Release of Hazardous Material at the Premises. City further represents and warrants to Landlord 
that during the term of the 1998 Lease, neither City not its Agents caused a Release of any 
Hazardous Material in the Building or otherwise in, on, under, or about the Premises. 

21.5 . Ci~'s Environmental In.deninity 

If City breaches its obligations contllln.ed in the preceding 'Section 21.4, or if City or its 
Agents 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 and the 1998 Lease as a result of such Release, except to the extent 
Landlord or its Agents is responsible for the' Release. The foregoing lridemnity 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. GENERAL PROVISIONS 

22.1 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 cburier, or by 
sending it by.first-class niail, 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· pmpose by notice giyen to the other in accordance with this Section. Any 

. notice hereunder shall be de~med to hav.e 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. 

22.2 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 terni, covenant or condition. No 
acceptance of full or partial Rent by Landlord while City'is in default hereunder shall constitute a 
waiver of such default 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. 

22·.3 Ai:nendments 

Neither this Lease nor any terms or pro~sions hereof may be changed, waived, 
discharged· or terminated, except by a written ins1rument 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 
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 modificatio:p.s 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';:; agreement may be made upon the 
sole approval of the Director ofProperty, or his or her designe~; provided, however, material 
amendments or mqdifications to this Lease (a) changing the legal description of the Premises, 
(b) increasing the Term, (c) 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 
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modification which materially increases City's liabilities or financial obligations under this 
Lease shall additionally require the approval of City's Board of Supervisors. . 

22.4 Authority 

Landlord represents and warqmts to City that the execution and delivery of this Lease by 
Landlord has been du1y authorized and does not violate any provision of any agreement; law or 
regulation to which Landlord or the Property is subject. 

22.5 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, cons\ill,ts or other dyterminations 
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. 

22.6 Interpr~tation ofLease 

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 lmowledgeable 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 
langdage of non-limitation, such as "without fuiritation" or similar words, are used. 

22.7 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. 

22.8 Brokers 

Neither party has had any ~on tact 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 h<we no liability · 
therefor. In the event that an~ other broker or finder perfects a claim for a commission or 
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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 th~ saine. The provisions of this Section shall survive any termination of this 
Lease. · · · 

22.9 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. 

22.10 Governing Law 

This Lease shall be con.Strued and enforced in accordance with the laws of the State of 
California and the City's CP.arter. · 

22.11 Entire Agreement 

The parties intend that this Lease (including all of the attached exhibits, which are made. a · 
part of this Lease) sh~ll be the :final expression of their agreement with respect to the subject · 
matter hereof and may nqt 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 introduped in any judicial, 
administrative or other legal proceeding involving this Lease. 

22.12 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 wit.h the prosecution or 
defense of such action and enforcing or establishing its rights hereunder (whether or not such 
action is pro~ecuted 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 regu;l.arly charged by private 
attorneys withthe 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 o_f the 
City Attorney. The term "attorneys' fees" shall also include, without limitation, all such fees 
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. · 

)' 
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22.13 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 therea:fl:er shall continue as a month-to-month tenancy. Such tenancy 
shall be on all the terms and conditions set forth in this Lease and at 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 ootil the tenancy shall be terminated by Landlord 
giving City or City giving Landlord at least thirty (30) days' prior written notice of termination. 
Should City hold over without Landlord's ·consent, the rent payable by City during the period of 
such holding over shall be one hundred twenty five percent (125%) of the monthly Base Rent in 
effect during the last month of the Term of this Lease for the :first sixty ( 60) days and then 
thereafter shall be two hundred percent (200%) of the monthly Base Rent in effect during the last 
month of the Term of this Lease and such tenancy shall otherwise be on the terms and conditions 
containedherein. · 

22.14 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. 

22.15 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. 

22.16 Survival of Indemnities 

Termination of this Lease shall not affect the right of either party to enforce any and all 
indemriities and representations and warranties given or made to the other party under this Lease, 
nor shall it affect atiy'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 fu 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. 

22.17 Signs. 

City may not erect or post signs on or about the exterior of the Premises without 
Landlord's prior approval. Landlord reserves the right to reject 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. · 

22.18 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 peac~ably 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 accooot of any action, inaction or agreement of 
L~dlord or its Agents .. Without limiting the provisions of Section 16.2 (Landlord's Indemnity), 
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Landlord agrees to Indemnify City and its Agents against Claims ;uising out of any assertion that 
would interfere with City's.right to quiet enjoyment as provided in this Section. 

22.19 Bankruptcy 

. Landlord represents and warrants to City that Landlord ha~ neither filed nor been the 
subject of any filing of a petition under the federal banlauptcy 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 sha;Il 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 
·arid all reasonable costs and expenses incurred by City in obtairring such services, facilities or 
amenities. . · . · 

22.20. 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, 1fpon 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·. 

22.21 Non-Liability of City Officials, Employees and Agents 

Notwithstanding anything to the contrary in this Lease, no elective or appointive board, 
commission, member, officer, employee or agent 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. · 

22.22 MacBride Principles - Northern Ireland 

The City and Coimty .of San Francisco urges companies doing business in N orthem 
Ireland to move toward resolving employment inequities and encourages them to abide _by the 
MacBride Principles as expressed in San Francisco Administrative Code Section 12F.l et seq. 
The City and County of San Francisco also urges San Francisco companies· to do business with 
corporations that abide by the MacBride Principles. Landlord ac~owledges that it has read and 
understands the above .statement of the City and County of San Francisco concerning doing 
business in Northern Ireland. 

22.23 Controller's Certification of Funds 

The terms of this Lease shall be governed by and subject to the budgetary and fiscal· 
provisions of the City's Charter. Notwithstanding anything to the contrary contained in this 
Lease, there shaJI. be no obligation for the payment or expenditure of money by City under this 
Lease unless the Controller of the City and County of San Francisco first certifies, pursuant to 
Section 3.105 ofthe City's 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. Without limiting the foregoing, if in any fiscal year of City after the fiscal year in 
which the Term of this Lease commences, sufficient funds for the payment of Rent and any other 
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payments required under this Lease are not appropriated, then Cicy :rp.ay terminate this Lease, 
without penalty, liability or expense of any kind to City, as of the last date on which sufficient 
funds are appropriated. Nothing in tbis Section shall eliminate or reduce Landlord's rights 
agaii:Lst City for any holdover tenancy or any failure by City to vacate the Premises upon the date 
of Lease expiration. 

22.24 Prevailing Wages 

Landlord agrees that any person performing labor for the Leasehold Improvements, and 
performing labor for any Alterations or other services that Landlord provides under this Lease 
that is a public work (as determined in accordance with State law), shall be (i) paid not less than 
the highest prevailing rate of wages consistent with the requirements of Section 6.22(E) of the 
San Francisco Administrative Code, and (ii) subject to the same hours and working conditions, 
and receive the same benefits, as in eac~ Ct;J.Se are provided for similar work performed in San 
Francisco County. The terms "public work" and "paid for in whole or part out of public funds" 

·as used ill this Section are defined in California Labor Code Section 1720 et seq., as may be 
amended. Landlord shall include in any contract for such labor a requirement that all persons 
performing labor under such contract shall be paid not less than the highest prevailing rate of 
wages for the labor so performed. Landlord shall require any contractor to provide, and to 
deliver to City upon request, certified payroll reports with respect to all persons performing such 

. labor at the Premises. · · 

22.25 Non Discrimination in City Contracts and Benefits Ordinance 

(a) Covenant Not to Discriminate 

In the performance of this Lease, Landlord agrees not to discriminate against any 
employee of, any City employee working with Landlord, or applicant for employment with 
Landlord, or against any person seeking accommodations,. advantages, facilities, privileges, 
services, or' membership in all business, social, or other establishments or organizations, on the 
basis of the fact or perception of a person's race, color, creed, religion, national origin, ancestry, 
age, height, weight,. sex, sexual orientation, gender identity, domestic partner status, marital 
status, disability or Acquired Immune Deficiency Syndrome or IDV status (AIDS/HN status), or 
association with members of such protected classes, or in retaliatio~ for opposition to 
discrimination against such classes. 

(b) Subcontracts 

Landlord shall include in all subcontracts· relating to the Premises a 
non-discrimination clause applicable to such subcontractor in substantially the form of 
subsection (a) above. In addition, Landlord shall incorporate by reference in all subcontracts the 
·provisions ofSections 12B.2(a), 12B.2(c)-(k) and J2C.3 ofthe SanFranciscoAdministrative 
Code and shall require all subcontractors to comply with· such provisions. Landlord's failure to · 
comply with, the obligations in this subsection shall constitute a material breach of this Lease. 

(c) Non-Discrimination in Benefits 

Landlord does not as of the date of this Lease and will not during the term of this 
Lease, in any of its operations in San Francisco, on real property owned by City, or where the 
work is being performed for the City or elsewhere within the United States, discriminate in the 
provision of bereavement lea,ve, family medical leave, health benefits, rb.e:t.nbership or 
membership discounts, moving expenses, pension. and retirement b~nefits or travel benefits, as 
well as .any benefits other than the benefits specified above, between employees with domestic 
partners and employees with spouses, and/or between the domestic partners and spouses of such 
employees; where the domestic partnership has been registered with a governmental entity 
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pursuant to state or local law authorizing such registration, subject to the conditions set forth in 
Section 12B.2(b) of the San Francisco Administrative Code . 

. (d) C:MD Form 

·. As a condition to this Lease, Landlord shall execute the "Chapter liB 
Declaration: Nondiscrimination in Contracts and Benefits" form (Form CMD-12B-101) with 
supporting docmnentation and secure the approval of the form by the San Francisco Contracts 
Monitoring Division (the "C:MD"). Landlord hereby represents that prior to execution of the . 
Lease: (a) Landlord executed and submitted to the CMD Form C:MD-12B-101 with supporting 
docmnentation, and (b) the GMD approved such form. · 

. . . 

(e) Incorporation of Administrative Code Provisions by Reference 

The provisions of Chapters 12B and 12C ofthe San Francisco Adniinistrative 
Code relating to non:-discr:imination by. parties contracting f.or the lease qf property to City are 
incorporated in this Sectio~ by reference and·made a part of this Lease as though fully set forth 
herein. Landlord shall comply fully with and be bound by all of the provisions that apply to this 
Lease under such Chapters of the Administrative Code, inCluding but not limited to the remedies 
provided in such Chapters. Without limiting the foregoing, Landlord understands that pursuant 
to Section 12B.2(b} of the San Francisco Administrative Code, a penalty of Fifty Doll~s ($50) 
for each person for each calendar day during which such person was discriminated against in 
violation of the provisions of this Lease may be assessed against Landlord and/or deducted from 
any payments due Landlord. · 

22.26 Tropical Hardwood and Virgin Redwood Ban . 

(a). Except as expressly permitted by the application of Sections 802(b) and 
803(b) of the Sail Francisco Environment Code, neither Landlord nor any of its contractors shall 
provide any items to City in the construction of the Leasehold Improvements or otherwise in the 
performance of this Lease which are tropical hardwood, tropical hardwood wood products, virgin 
redwood, or virgin redwood wood products. . · . 

(b) . The City and County of San Francisco urges companies not to import, 
purchase, obtain or use for any purpose, any tropic~! hardwood, tropical hardwood wood 
product, virgin redwood, or virgin redwood,wood pro.ducts. 

· (c) In the event Landlord fails to comply in good faith With any of the 
provisions of Chapter 8 of the San Francisco Environment .Code, Landlord shall be liable for 
liquidated damages for each violation in an amount equal to Landlord's net profit on the contract, 
or five percent (5.%) of the total amount of the contract dollars, whichever is greatest. Landlord 
acknowledges and agrees that the liquidated damages assessed shall be payable to the City and 
County of San Francisco upon demand !IDd may be set off against any monies due to Landlord 
from any contract with the City and County of San Francisco. 

22.27 Bicycle Parking FacQities 

Article 1.5, Section 155:3, ofthe San Francisco Planning Code (the "Plam:iing Code") 
requires the provision ofbicycle parking at City-leased building:; at no cost to Landlord. During 
the Term, City shall have the right to install and maintain, at its sole cost, all Cla~s 1 Bicycle 
Parking Spaces (as defined in the Planning Code) and all Class 2 Bicycle Parking Spaces (as 
defined in the Planning Code) in the Building locations required under the Planning Code, or if 
·such locations are not acceptable to Landlord, in any alternative locations acceptable to Landlord 
and approved by City's Zoning Administrator. 
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22.28 Resource-Efficient City Buildings 

City, at its sole cost, shall be responsible for complying with or obtaining a waiver of 
San Francisco Environment Code Sections 700 to 713 relating to green building requirements for 
the design, construction and operation of buildings owned or leased by City. Landlord, at City's 
sole cost, shall cause the Leasehold Improvement Work to comply with ~ applicable provisions 
of such code sections; provided, however, that the City Representative shall use diligent efforts 
to notify Landlord of such requirements at the time that City reviews the Construction Plans and 
the Construction Dra~ings. · · 

22.29 Counterparts 

This Lease 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. 

22.30 Effective Date 

The date on which this Lease shall become effective is the date upon which (a). City's 
Mayor and Board of Supervisors, in their sole and absolute discretion, adopt a resolution 
approving this Lease in accordance with all applicable laws and (b) this Lease is duly executed 
and exchanged by the parties hereto. 

22.31 Certification by Landlord 

By executing this Lease, Landlord certifies that neither Landlord nor any of its officers or 
members have been suspended, disciplined or disbarred by, or prohibited from contracting with, 
any federal, state or local governmental agency. In the event Landlord or any of its officers or 
members have been so suspended, disbarred, disciplined or prohibited from contracting with any 
governmental agency, it shall immediately notify the City of same ~d the reasons _therefore 
together with any relevant facts or information requested by City. Any such suspension, 
disbarment, discipline or prohibition may result in the termination or suspension of this Lease. 
Landlord acknowledges that this certification is a material term of this Lease. 

22.32 Sunshine Ordinance 

In accordance with Section 67.24(e) of the San Francisco-Administrative <;ode, contracts, 
contractors' bids, leases, agreements, responses to Requests for Proposals, and all other records 
of communications between City and persons or firms seeking contracts will be open to 
inspection immediately after a cop.tract has been awarded. Nothing in this provision requires the 
disclosure of a private person's or organization's net worth or other proprietary :financial data 
submitted for qua:Hfication for a contract, lease, agreement or other benefit until and unless that 
person or organization is awarded the contract, lease, agreement or benefit. Information 
provided which is covered by this Section will be made available to the public upon request. . . 

22.33 Conflicts of Interest 

Through its execution of this Lease, Landlord acknowledges that it is familiar with the 
provisions of Section 15.103 of the San Francisco Charter, Article ill, 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 provisions, and agree$ that if Landlord becomes 
aware of any such fact during the Term of this Lease, Landlord shall immediately notify qty. 
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22.34 Notification of Limitations on Contributions 

Through its execution of this Lease, Landlord acknowledges that it is familiar with 
Section 1.126 ofthe 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 reqcire 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 (a) the City el.ective officer, 
(b) a candidate for the office held by such individual, or (c) a committee cpntrolled 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. Landlord aclmowledg~s 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. Landlord further 
·acknowledges that the prohibition on contributions applies to each Landlord; each member of 
Landlord's board .of directors, and Landlord's chief executive 0ffi.cer, chief financial officer and 
chief operating officer; any person with an ownership interest of more than 20 percent in 
Landlord; any subcontractor listed in the contract; and any committee that is sponsored or 
controlled by Landlord. Additionally, Landlord acknowledges that Landlord must inform each 
of the persons described in the preceding sentence of the prohibitions contained in Section 1.126. 
Landlord further agrees to provide to City the name of each person, entity or committee 
described· above. . · . 

22.35 Preservative-Treated Wood Containing Arsenic · 

Landlord may not purchase preservative-treated wood products containing arsenic in the 
performance of this Lease unless an exemption from the requiiements of Environment Code, 
Chapter 13 is obta.itied from the Department of Environment under Section 1304 of the 
Environment Code. 'IJle term "preservative-treated wood containing arsenic" shall mean wood 
treated with a preservative that contains arsenic, elemental arsenic; or an arsenic copper 
combination, including, but not limited to, chromated copper arsenate preservative, ammoniac 
copper zinc arsenate preservative, or ammoniacal copper arsenate pre11ervative. Landlord may 
purchase preservative-treated wood products on the list of environmentally preferable 
alternatives prepared and adopted by the Department of Environment. This provision does not 
preclude Landlord from purchasing preservative-treated wood containing arsenic for saltwater 
immersion. The term "saltwater immersion" shall mean a pressure-treated wood that is used for 
construction purposes or facilities that are partially or totally immersed in saltwater. 

22.36 Cooperative Drafting 

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

22.37 Consideration of Criminal History in Hiring and Employment Dec~sionS. 

Landlord agrees to comply fully with and be bound by all of the provisions of Chapter· 
12T of the San Francisco Administrative Code (City Contractor/Subcontractor Consideration of 
Cr:im.illal History in Hiring.and Employni.ent Decisions) ("Chapter 12T"), including the remedies 
and implementing regulations of Chapter 12T, as may be amended from time to tim.e, in the 
hiring or employment any person with respect to the Leasehold Improvements Work and any 
additional construction work performed by Landlord and paid for by City during the Term. 
Landlord agrees to incorporate the requirements· of this Section in any contracts it enters into for 
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the Leasehold Improvements. The provisions of Chapter 12T are incorporated by reference and 
made a part of this Lease as though fully set forth herein. The text of the Chapter 12T is 
available on the web at http://sfgov.org. 

Landlord shall incorporate by reference in all contracts for the Leasehold Improvements 
(and other construction work paid for by the City at the Premises) the provisions of Chapter 12T, 
and shall require all its contractors to comply with such provisions. Landlord's failure to comply 
with the obligations in this Section shall constitute a material breach of this Lease. City shall 
have the right to pursue any rights or remedies available under Chapter 12T against Landlord's 
contractors that violate Chapter 12T with respect to work at the Premises, including but not 
limited to, a penalty of$50 for a second violation and $100 for a subsequent violation for each 
employee, applicant or other person as to whom a violation occurred or continued, termination or 
suspension in whole or in part of this Lease. Landlord shall not be responsible for violations by 
its contractors of Chapter 12T, but shall cooperate with the City in enforcing Chapter 12T upon 
the City's request. · 

NOTWITHSTANDING ANYTHING TO THE,CONTRARY CONTAINED IN THIS LEASE, 
LANDLORD ACKNOWLEDGES AND AGREES THAT NO OFFICER OR EMPLOYEE OF 
CITY HAS AUTHORITY TO COMJviiT CITY HERETO UNLESS AND UNTIL CITY'S 
BOARD OF SUPERVISORS SHALL HAVE DULY ADOPTED A RESOLUTION 
APPROVING THIS LEASE AND AUTHORIZING CONSUMMATION OF THE 
TRANSACTION CONTEMPLATED-HEREBY. THEREFORE, ANY OBLIGATIONS OR 

, LIABILITIES OF CITY HEREUNDER ARE CONTINGENT UPON ADOPTION OF SUCH A 
RESOLUTION, AND THIS LEASE SHALL BE NULL AND VOID UNLESS CITY'S 
MAYOR AND BOARD OF SUPERVISORS APPROVE THIS LEASE, IN THEIR . 
_RESPECTIVE SOLE ANP ABSOLUTE DISCRETION, AND IN ACCORDANCE WITH ALL 
APPLICABLE LAWS. APPROVAL OF THIS LEASE BY ANY DEPARTMENT, 
COMMISSION OR AGENCY OF CITY SHALL NOT BE.DEEMED TO IMPLY THAT 
SUCH RESOLUTION WILL BE ADOPTED NOR WILL ANY SUCH APPROVAL CREATE 
ANY BINDING OBLIGATIONS ON CITY. 

[REMAINDER OF PAGE INTENTIONALLY BLANK] 
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Landlord and City have executed this Lease as of the date first written above. 

LANDLORD: 

CITY: 

RECOMMENDED: 

Director 
Human Services Agency 

APPROVED AS TO FORM: 

DENNIS J. HERRERA, City Attorney 

By: 

Heidi J. Gewertz 

Deputy City Attorney 

40 

K.L.W. Inves1ments, LLC, a California limited 
liability company 

By: ---------------------------
lis~~~~~~~~~~~ 

By: --~------------------------
Its~~=~=-~~=-~ 

CITY AND COUNTY OF SAN FRANCISCO, 
a municipal corporation 

By: 
=Jo=HN===UP=n=n=CE~--------------

Director ofProperty 
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EXHIBIT A-1 

FLOOR PLAN(S) 

CONSISTThTG OF __ P AGE(S) 



EXHIBTfB 

NOTICE OF COMMENCEMENT DATE 

[Date] 

Mr. John Updike 
Director of Property 
'Real Estate DiVision 
City and County of San Francisco 
25 Van Ness A venue, Suite 400 
San Francisco, California 94102 

RE: Acknowledgement of Commencement Date, Lease Between ==-=--=:------:"C------=----=-­
(Landlbrd), and the CITY AND COUNTY OF SAN FRANCISCO (Tenant), for premises 
knowrias · located at -----------------

Dear Mr. Updike: 

. This letter will confirm that for all purposes of the Lease, the Commencement Date (as 
defined in Section 3.2 of the Lease) is , 20~. 

Please acknowledge your acceptance of this letter by signing and returning a copy of this 
letter. 

Very truly yours, 

By: 
Titl-e:-.----------

Accepted and Agreed: 

By:~-=~~----------
John Updike 
Director of Property 

Dated: -------------
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EXHIBITC 

HVAC 

C-1 



EXHIBITD 

B~DING RULES AND lffiGULA.TIONS 

[TO BE PROVIDED BY LANDLORD; SUBJECT TO CITY REVIEW AND APPROVAL] 
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EXHIBITE 

Janitorial Standards 

I. Daily Monday to Friday (except.Holidays): 

1. Collect all trash recyclables and composting and dispose of it at designated area(s). 

2. Dust everything that collects dust such as desks; window sills, and furniture without 
disturbing any papers left on them. (Office equipment not included.) 

3. Replace trash can liners as needed. 

4. Vacuum all ~arpeted areas. 

5. Sweep and spot damp mop all composition floors. 

6. Restock all paper supplies, hand soap, and deodorants· in restrooms. 

7. Wash and sanitize all restroom fixtures, sweep and mop floors, using germicide. 

8. Clean glass door at entrance (front and back). 

9. Sweep sidewalk and dispose of trash in dumpster. 

10. Spot cleaning carpet and tile floor as necessary. 

11. Clean water fountains. 

tr. WEEKLY 

12. Dust air vent as needed 

13. Clean rear stairs 
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ill. SEMIANNUALLY (2 times p~r year) 

14: Strip and re-wax all composition floors in common areas including restrooms. 

15. Carpet shampoo twice per year. 

(City shall be responsible for clearing all floor areas except chairs) 

IV. ·ANNUALLY· 

16. Exterior Window washing 

V. ADDITIONAL SERVICES 

Any additional services may be requested by City and reimbursed to Landlord. 

VI." WORK 

Our services are to be provided· Monday to Friday after 5:00p.m. 

All services shall be in compliance with all laws including but not limited to the San 
Francisco Environmental Code, OSHA requirements .. 

VII. UNIFORMS 

A. Janitors must wear their uniforms whenever on duty. 

B. All personnel, :i:q.cluding the co~rdinator and supervisors, will be uniformed. All 
personnel shall have a visible eompany name, logo, badge, etc., on their uniform. 

VIII. EMPLOYEE SAFETY 

Landlord's Contractor shall accept responsibility for determining that all necessary 
safeguards for protection of Contractor's employees are available, or will be furnished. 
All work performed must conform tp CAL-OSHA standards. · 

IX. SUPPLIES 

Landlord or its Contractor shall supply floor wax, wax stripper, and other expendable 
supplies required for daily cleaning and maintenance, as well !J.S janitorial supplies such 
as hand soap, paper hand towels, paper toilet tissue, paper seat covers and deodorants .. 
Furthermore, Landlord or its Contractor shall supply all equipment including, but not 
limited to, ladders, vacuum cleaners, extractors, floor machines, mops and buckets. 
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X. APPROVAL OF PRODUCTS 

Tenant shall have the right to prohibit the use of any product proposed or being used by 
Landlord's Contractor should ~ity deem· the product to be unsafe or harmful to those 
items·being cleaned or to City's staff. In this regard, Landlord must provide upon request 
a co;mplete list of products to be used in the course of this Contract, together with 
Material Safety Data Sheets for each .cleaning chemical. . 

~- MAThiTENANCEPROBLEMS 

Employees of Landlord's Contractor shall note maintenance problems (such as br9ken 
glass, light bulbs missing or bur.o.ed out, inoperative fixtures, etc.) and report them to 
Landlord. Any problem which prevents performance must be noted in the log 
(Section VITI) before the end of the shift. Contractor shall not claim, and Tenant will not 
entertain, any claim that such problems ·prevented Contractor's performance if said ¢laim 
.is not entered in the log. · · 

XII. EMERGENCY CONTACT 

Landlord's Contractor shall provide Tenant with an emergency telephone number where 
Contractor may be reached af any time during normal business hours (Monday - Friday, 
8:00 a.m.-5:00p.m.). Contractor must respond to emergency calls relating to deficiency 
of service by correcting said deficiency within two hours of receipt of the call. 

XITI. PERFORMANCE 

Landlord and its Contractor shall guarantee that workmanship required for the 
performance of this Contract shall be· in accordance with the highest level of 
workmanship and accomplished according to the highest professional standards. 
Contractor or Contractor's agent must be available at reasonabl~ intervals during regular 
business hours as requested by Tenant, to participate in inspection walkthroughs. 
Contractor will supervise all janitors during all shifts. 

~- VERJFICATION OF SERVICE 

Tenan.t may provide, install, or esta,blish a system of sign off slips, service receipts,· or 
room service sign off cards. Landlord's Contractor shall faithfully comply with same by 
initialing, dating,· and indicating time at which service was completed. It is agreed that no 
such service has been completed unless signed offby Contractor and countersigned by 
Tenant if said system so requires. 

XV. HOLIDAY SCHEDULE 

New Year's Day 
Martin Luther King Day 
President's Day 
Memorial Day 
·'Independence Day 
Labor Day 
Columbus Day 
Veteran' s· Day 
Thanksgiving Day 
Friday after Thanksgiving Day 
Christmas Day · 
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File No. 150427 
FORM SFEC-126: 

NOTIFICATION OF CONTRACT APPROVAL· 
.. ampatgn an ovemmena on uc o e (S F C d G t 1 C d t C d § 1 126) 

City Elective Officer Information (Please print clearly.) 

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

Contractor Information (Please print clearly_.)_ 
Name of contractor: 
K L W Investments, LLC, a California limited liability company 

Please list the names of (1) members of the contractor's board of directors; (2) the contractor's chief executive officer, chief 
financial officer and chief operating officer; (3) any person who has an ownership of20 percent or more in the contractor; (4) 
any subcontractor listed in the bid or contract; and (5) any political committee sponsored or controlled by the contractor. Use 
additional pages as necessary. 
KL W, Investments, LLC. Richard Koch and Richard Hyde are the managing members of the LLC and the only members who 
own 20% or more in contractor 
KL W, LLC does not sponsor or control any political committee 

Contractor address: 
139 Mitchell Avenue, Suite 236, South San Francisco, CA 94080 

Date that contract was approved: I Amount of contract: 
$8,782,409.60 over 60 months 

Describe the ·nature of the contract that was approved: 
Lease at 3120 Mission St for the Human Services Agency 

Comments: 

This contract was approved by (check applicable): 

D the City elective officer(s) identified on this form (Mayor, Edwin Lee) 

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

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

Print Name of Board 

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

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

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

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




