File No. 231197 Committee Item No. 6

Board Item No.

COMMITTEE/BOARD OF SUPERVISORS
AGENDA PACKET CONTENTS LIST

Committee: Government Audit and Oversight Date: December 7, 2023

Board of Supervisors Meeting: Date:

Cmte Board

Motion

Resolution

Ordinance

Legislative Digest

Budget and Legislative Analyst Report
Youth Commission Report
Introduction Form
Department/Agency Cover Letter and/or Report
MOU - FY2022-2024 - Clean

MOU - FY2022-2024 - Redline

Grant Information Form

Grant Budget

Subcontract Budget

Contract / DRAFT Mills Act Agreement
Form 126 — Ethics Commission

Award Letter

Application

Public Correspondence

O < I <
O I O

@)
=
T
m
Py

DRAFT Lease

PLN Gen PIn Ref 081823

PLN Ltr Not Subject to CEQA 080923

RED Ltr 110623

Pres. Action Memo - Transfer 113023

Comm Rpt Request 113023

DAXIXIKIKIXIX
N O O

HSH Presentation 120723

Prepared by: _Stephanie Cabrera Date: November 30, 2023

Prepared by: Date:

Prepared by: Date:




GOVERNMENT AUDITS & OVERSIGHT COMMITTEE MEETING DECEMBER 7, 2023

Item 6 Department:
File 23-1197 Homelessness & Supportive Housing (HSH)

Legislative Objectives

e Theproposedresolution wouldapprove a lease between the Department of Homelessness
& Supportive Housing, as tenant, and the Lawrence B. Stone Properties #08, LLC, as
landlord, at 2177 Jerrold Avenue. The purpose of the lease is to provide space for a new
shelter program.

Key Points

e HSHintendsto usethe sitefor 60 shelter cabins and 20 safe parking spots, accommodating
approximately 95 guests. The site requires improvements to the two buildings and
installation of bathrooms and showers, which is expected to take a year to complete. During
that time, HSH will undertake a competitive solicitation to identify non-profit/s to operate
the site and provide services.

e Theinitial baserentis $2.5 million and escalatesthree percent each year through the initial
15-year term, including a nine-month rent abatement in year one of the lease. The lease
includes two five-year extension options.

e The lease requires the landlord undertake the tenant improvements, which are valued at
$10.2 million. The City’s share of those costs is capped at $8.6 million and includes $S0.9
million of interest costs related to a payment plan for a portion of thetenant improvements.

Fiscal Impact

e Total rent over the initial term would be $44 million, which includes the nine month rent
abatementinyearone ofthelease. The City’sshare of tenantimprovements would amount
to $8.6 million. The City would also incur lease costs of $2.5 million for utilities, and real
estate taxes.

e Excluding tenant improvements, annual lease and operating costs per slot (cabin, safe
parking spot) are approximately $90,000 per year, similar to the Safe Sleep costs noted in
HSH’s Place for All report but higher than the cost per slot of cabins in that report.

Recommendation

e Approve the proposed resolution.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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MANDATE STATEMENT

Administrative Code Section 23.27 states that the Board of Supervisors shall approve all Leases
on behalf ofthe City astenant by resolution for which the termis longer than a year or costs over
$15,000 per month.

BACKGROUND

The Department of Homelessness & Supportive Housing currently operates 3,286 shelter units,
including one safe parking site (at Candlestick Point, see File 23-0974) and one pilot program of
cabins used for shelter at 33 Gough. The FY 2023-24 — FY 2024-25 Adopted Budget includes $15
million over two years for a new shelter program in Supervisorial District 10.

DETAILS OF PROPOSED LEGISLATION

The proposed resolution would approve a lease between the Department of Homelessness &
Supportive Housing, as tenant, and the Lawrence B. Stone Properties #08, LLC, as landlord, at
2177 Jerrold Avenue. The purpose of the lease is to provide space fora new shelter program. Any
changes to the lease that decrease benefits or increase City liabilities would be subject to Board
of Supervisors’ approval.

Exhibit 1 shows the proposed lease area.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Exhibit 1: Lease Site

DECEMBER 7, 2023
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Building B Total: £ 11,892 SF
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Note: ALL DIMENSIONS AND SQUARE
FOOTAGE ARE APPROXIMATE

Source: Exhibit A of Proposed Lease

Exhibit 2 below summarizes the terms of the proposed lease, which has an initial 15-year term
and two five-year options to extend.

SAN FRANCISCO BOARD OF SUPERVISORS
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GOVERNMENT AUDITS & OVERSIGHT COMMITTEE MEETING DECEMBER 7, 2023

Exhibit 2: Lease Terms

98,000 square feet of land and 23,591 square feet within

Premises two buildings, at 2177 Jerrold Avenue

Following Board and Mayor approval of the proposed
Commence Date resolution
Initial Term Approximately 15 years (ends November 30, 2038)
Extension Options Two 5-year options
Base Rent (Year 1) $2,469,600 ($25.20 per square foot)
Rent Increases 3% annually; reset to market rate at each extension
Rent Abatement 9 months in Year 1 ($1,852,200)

Within one year, landlord will renovate both buildings &
Tenant Improvements yard area, purchase & install cabins.

Tenant Improvements Costs Est. to be $7,495,090; City pays maximum of $5,866,869
Landlord will construct but costs will be funded by the City

Bathrooms & Showers at cost of $2,711,340 (including 6% interest over 15 years).
Utilities & Janitorial City pays

Real Estate Taxes City pays incremental increase after 2024

Option to Purchase City has right of first refusal if the property is sold

Source: Proposed Lease

As shown above, the initial base rent is $2.5 million and escalates three percent each year.
Because the lease is less than $45 per square foot, it does not require an appraisal under
Administrative Code Chapter 23. However, therent is at or below fair market value accordingto
recent real estate transactions observed by the Real Estate Division. The lease includes a nine
month rent abatement in year one, which is valued at $1.8 million.

Site Use

The 98,000 square foot site is primarily composed of a parkingarea and two buildings, as shown
in Exhibit 1. Building A is two-stories and will be used for administrationand as a community
space and Building B will be for additional community space, storage, and will have restrooms
and showers.

HSH intends to use the site for 60 shelter cabins and 20 safe parking spots, accommodating
approximately 95 guests. The site requires improvementsto the two buildings and installation of
bathrooms and showers, which is expected to take a year to complete. Duringthat time, HSH will
undertake a competitive solicitation to identify non-profit/s to operate the site and provide
services.

Tenant Improvements

Exhibit B of the lease requires the landlord to undertake a number of tenantimprovements and
otherimprovements to the site. Prior to the lease commencement, the landlord must repair the
parkinglot, remove electric fencing, replace bathrooms in Building A, installan elevator in one of
the two buildings, and demolish a shed.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Section 6.1 of the lease requires the landlord, within one year, to renovate both buildings as well
as purchase and install the cabins at an estimated cost of $7.5 million, including a five percent
profit fee and five percent management fee. The proposed lease requires the City to reimburse
the landlord a maximum of $5.9 million for this portion of the tenant improvements. Any costs
for this portion of the tenantimprovements that exceed the budget estimated in Exhibit D of the
proposed lease would be paid for by the landlord.

Exhibit E of the lease also requires the landlord to installbathrooms and showers in Building B at
the fixed cost of $1.8 million. The proposed lease requires the City to pay for all of these costs (in
addition to the $5.9 million in other tenantimprovements noted above) over the initial 15-year
term of the lease at 6 percent interest, which amounts to monthly payments of $180,756. The
City will pay $926,764 in interest over the fifteen year period. Exhibit F Work Letter Section 1.g.i.
confirms that City change orders will be preauthorized and the price set if overages were to occur.

Together, the entire tenant improvement budget is $10.2 million, of which the City would pay
$8.6 million and the landlord would pay $1.6 million. The City may review and approve the
landlord’s general contractor for the tenant improvement work as well as design and
construction documents. Partly in consideration for the City’s investment in the site, the lease
has a term of up to 25 years.

Cost estimates were developed and paid for by the landlord, who has undertaken similar work
for a shelter site in Spokane, WA. The Budget & Legislative Analyst reviewed the tenant
improvement costs with a capital project expert and they appear to be reasonable.

‘ FISCAL IMPACT

Exhibit 2 below shows the estimated cost of the proposed lease.

Exhibit 2: Lease Costs

Initial Term Options

(15 years) (10 years) Total
Rent 44,079,678 44,107,921 88,187,599
Utilities 2,449,829 3,112,921 5,562,750
Tenant Improvements (Ex D) 5,866,869 0 5,866,369
Bathroom & Showers (Ex E) 2,711,340 0 2,711,340
Taxes 39,248 36,232 75,480
Subtotal, Lease Costs 55,146,963 47,257,074 102,404,038
Service Costs 78,528,746 79,695,311 158,224,057
Service Contingency (20%) 15,705,749 15,939,062 31,644,811
Total 149,381,458 142,891,448 292,272,906

Source: Proposed Lease, HSH, and BLA

Note: The proposed lease requires the City to provide janitorial services. That work will be accomplished by selected
non-profit provider/s and is included in the Service costs above.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Total rent over the initial term would be $44 million, which includes the nine month rent
abatement in year one of the lease. The City’s share of tenant improvements would amount to
$8.6 million. The City would alsoincur lease costs of $2.5 million for utilities, and real estate taxes.

Service costs, estimated to start in year two of the lease once tenant improvements are
complete, are estimated based on the cost of current HSH cabin and safe parking programs as
are utility costs.

Excluding tenant improvements, annual lease and operating costs per slot (cabin, safe parking
spot) are approximately $90,000 per year, similar to the Safe Sleep costs noted in HSH’s Place for
All report but higher than the $68,000 annual cost per slot of cabins in that report.

Detailed lease and service costs for the initial term are shown in Appendix A to this report.
Funding Source

The adopted budget includes Our City, Our Home funds of S8 millionin FY 2023-24 and $S7 million
in FY 2024-25 for a new shelter program in Supervisorial District 10, which is sufficient to cover
the first two years of the lease and site operations.

RECOMMENDATION

Approve the proposed resolution.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Appendix A: Annual Lease and Program Costs (Estimated by HSH and BLA)

Year 1 Year 2 Year 3 Year 4 Year 5
Lease
Rent 617,400 2,543,688 2,619,999 2,698,599 2,779,557
Utilities 125,000 131,250 137,813 144,703
Tenant Improvements (Ex D) 2,933,435 2,933,435
Other Renovations (Ex E) 180,756 180,756 180,756 180,756 180,756
Taxes 0 1,696 2,558 2,609 2,661
Subtotal, Lease 3,731,591 5,784,575 2,934,563 3,019,776 3,107,677
Services
Cabins (60) 3,136,000 3,230,080 3,326,982 3,426,792
Parking (20) 1,460,000 1,503,800 1,548,914 1,595,381
Contingency (20%) 919,200 946,776 975,179 1,004,435
Subtotal, Services 5,515,200 5,680,656 5,851,076 6,026,608
Total Operating Costs 3,731,591 11,299,775 8,615,219 8,870,852 9,134,285
Year 6 Year 7 Year 8 Year 9 Year 10
Lease
Rent 2,862,943 2,948,832 3,037,296 3,128,415 3,222,268
Utilities 151,938 159,535 167,512 175,888 184,682
Tenant Improvements (Ex D)
Other Renovations (Ex E) 180,756 180,756 180,756 180,756 180,756
Taxes 2,714 2,769 2,824 2,881 2,938
Subtotal, Lease 3,198,352 3,291,892 3,388,389 3,487,940 3,590,644
Services
Cabins (60) 3,529,596 3,635,483 3,744,548 3,856,884 3,972,591
Parking (20) 1,643,243 1,692,540 1,743,316 1,795,616 1,849,484
Contingency (20%) 1,034,568 1,065,605 1,097,573 1,130,500 1,164,415
Subtotal, Services 6,207,406 6,393,628 6,585,437 6,783,000 6,986,490
Total Operating Costs 9,405,758 9,685,520 9,973,826 10,270,940 10,577,134
SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Year 11 Year 12 Year 13 Year 14 Year 15
Lease
Rent 3,318,936 3,418,504 3,521,059 3,626,691 3,735,492
Utilities 193,916 203,612 213,792 224,482 235,706
Tenant Improvements (Ex D)
Other Renovations (Ex E) 180,756 180,756 180,756 180,756 180,756
Taxes 2,997 3,057 3,118 3,180 3,244
Subtotal, Lease 3,696,605 3,805,929 3,918,726 4,035,109 4,155,198
Services
Cabins (60) 4,091,769 4,214,522 4,340,957 4,471,186 4,605,322
Parking (20) 1,904,969 1,962,118 2,020,981 2,081,611 2,144,059
Contingency (20%) 1,199,348 1,235,328 1,272,388 1,310,559 1,349,876
Subtotal, Services 7,196,085 7,411,968 7,634,327 7,863,356 8,099,257
Total Operating Costs 10,892,690 11,217,896 11,553,052 11,898,466 12,254,455

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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FILE NO. 231197 RESOLUTION NO.

[Real Property Lease - LAWRENCE B. STONE PROPERTIES #08, LLC - 2177 Jerrold
Avenue - Temporary Shelter - Not to Exceed Annual Base Rent of $2,469,606 - Tenant
Improvements $5,866,869]

Resolution approving and authorizing the Director of Property, on behalf of the
Department of Homelessness and Supportive Housing, to execute a lease agreement
with LAWRENCE B. STONE PROPERTIES #08, LLC, for use of the property located at
2177 Jerrold Avenue as atemporary shelter program for the term of 15 years, to
commence upon approval of this Resolution, with two five-year options to extend and
an annual base rent of $2,469,606 with 3% annual increases beginning in 2024 under
Charter, Section 9.118; authorizing the City’s contribution of up to $5,866,869 towards
the cost of tenant improvements; affirming the Planning Department’s determination
under the California Environmental Quality Act, and adopting the Planning
Department’s findings of consistency with the General Plan, and the eight priority
policies of the Planning Code, Section 101.1; and authorizing the Director of Property
to execute any amendments, options to extend the agreement term, make certain
modifications and take certain actions that do not materially increase the obligations or
liabilities to the City, do not materially decrease the benefits to the City and are
necessary or advisable to effectuate the purposes of the lease agreement or this

Resolution.

WHEREAS, The Department of Homelessness and Supportive Housing’s (“HSH”)
mission is to prevent homelessness when possible and to make homelessness a rare, brief
and one-time experience in San Francisco through the provision of coordinated,

compassionate, and high-quality services; and

Mayor Breed; Supervisor Walton
BOARD OF SUPERVISORS Page 1
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WHEREAS, With the adoption of Resolution No. 319-18 in October 2018, the Board of
Supervisors and Mayor London N. Breed declared a shelter crisis and affirmed San
Francisco’s commitment to combatting homelessness and creating or augmenting a
continuum of shelter and service options for those experiencing homelessness; and

WHEREAS, Proposition C (2018) (Gross Receipts Tax for Homelessness Services)
(“Prop C”), passed by San Francisco voters in November 2018, created the Homelessness
Gross Receipts Tax to fund the Our City, Our Home (*OCOH") program, in order to expand
and be complementary to existing funding and strategic efforts to prevent and end
homelessness for San Francisco residents; and

WHEREAS, The OCOH Oversight Committee recommended in its 2021 Investment
Plan that the City use Prop C funds to prioritize investments into a range of different models for
sheltering and supporting people experiencing homelessness, tailored to the needs of different
sub-populations of people experiencing homelessness; and

WHEREAS, According to the 2022 Point-in-Time Count, there were 4,397 people
experiencing unsheltered homelessness in San Francisco, 25% of which were in District 10;
and

WHEREAS, In April 2023, HSH released the five-year strategic plan “Home by the Bay:
An Equity-Driven Plan to Prevent and End Homelessness in San Francisco” which calls for
1,075 new shelter beds; and

WHEREAS, 2177 Jerrold Avenue affords the City an excellent opportunity to provide
temporary shelter services through a mix of non-congregate cabins and safe parking with a
total anticipated capacity of 60 cabins and 20 parking spots; and

WHEREAS, The adopted HSH Fiscal Year (FY) 2023-2025 budget includes Prop C

funding for capital and operations of a new District 10 temporary shelter program; and

Mayor Breed; Supervisor Walton
BOARD OF SUPERVISORS Page 2
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WHEREAS, The certain real property consists of approximately 98,000 square feet
located at 2177 Jerrold Avenue, in the City and County of San Francisco, CA (Assessor’s
Parcel Block No. 5285A / Lot No. 005) and two buildings totaling approximately 23,591 square
feet (the “Property”); and

WHEREAS, On behalf of HSH, the Real Estate Division (“RED”) negotiated a lease
with LAWRENCE B. STONE PROPERTIES #08, LLC, (“Landlord”) for an initial term of 15
years to commence upon approval of this Resolution, from approximately November 1, 2023,
through November 30, 2038, with an annual base rent of $2,469,606 with 3% annual
increases beginning in 2024, and two five-year options to extend (the “Lease”), a copy of
which is on file with the Clerk of the Board of Supervisors in File No. 231197; and

WHEREAS, The City agrees to contribute up to $5,866,869 towards the cost of Tenant
Improvements; and

WHEREAS, The Lease requires Board of Supervisors approval under Section 9.118 of
the Charter; and

WHEREAS, The proposed rent of $25.20 per square foot industrial gross was
determined to not be greater than fair market rent by RED, and that no appraisal was required
by Administrative Code, Chapter 23; and

WHEREAS, The Planning Department, through a letter dated August 9, 2023,
("Planning Letter") determined that the Lease of the Property for use as a low-barrier
temporary shelter program is not subject to the California Environmental Quality Act ("CEQA")
pursuant to Assembly Bill 101, California Government Code, Sections 65660 - 65668, a copy
of the Planning Letter is on file with the Clerk of the Board of Supervisors in File No. 231197,
and

WHEREAS, The Planning Department, through a letter dated August 18, 2023,

("General Plan Findings Letter") determined that the Lease of the Property is consistent and

Mayor Breed; Supervisor Walton
BOARD OF SUPERVISORS Page 3
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on balance with the General Plan, and the eight priority policies of Planning Code, Section
101.1 ("General Plan Findings"); a copy of the General Plan Findings Letter is on file with the
Clerk of the Board of Supervisors in File No. 231197; now, therefore, be it

RESOLVED, That in accordance with the recommendation of the HSH Executive
Director and the Director of Property, the Board of Supervisors approves the Lease in
substantially the form presented to the Board and hereby authorizes the Director of Property,
or their designees, to execute the Lease; and, be it

FURTHER RESOLVED, The Board of Supervisors affirms the Planning Department’s
CEQA Determination and General Plan Findings, for the same reasons as set forth in the
Planning Letter and General Plan Findings Letter, and hereby incorporates such findings by
reference as though fully set forth in this Resolution; and, be it

FURTHER RESOLVED, That the Board of Supervisors authorizes the Director of
Property, or their designees, to take all actions on behalf of the City to enter into, execute, and
perform its obligations under the Lease (including without limitation, the exhibits to the Lease)
and any other documents that are necessary or advisable to effectuate the purpose of this
Resolution and the Lease; and, be it

FURTHER RESOLVED, That the Board of Supervisors authorizes the Director of
Property, or their designees, in consultation with the City Attorney, to enter into any options to
extend the term of the Lease, as described herein, and additions, amendments, or other
modifications to the Lease (including, without limitation, the exhibits to the Lease) that the
Director of Property determines are in the best interest of the City, do not materially decrease
the benefits to the City, do not materially increase the obligations or liabilities of the City, or
are necessary or advisable to effectuate the purposes of the Lease or this Resolution, and are

in compliance with all applicable laws; and, be it

Mayor Breed; Supervisor Walton
BOARD OF SUPERVISORS Page 4
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FURTHER RESOLVED, That all actions heretofore taken by any City employee or
official with respect to the exercise of this extension is hereby ratified and affirmed; and, be it

FURTHER RESOLVED, That within thirty (30) days of the Lease being fully executed
by all parties, HSH shall submit to the Clerk of the Board of Supervisors a fully executed copy

for inclusion in the official file.

Mayor Breed; Supervisor Walton
BOARD OF SUPERVISORS Page 5



© 00 N oo o A~ w NP

N N NN NN P P R R R R R R R
a A W N P O © 00 N O U bd~ W N -, O

RECOMMENDED:

s/

Andrico Penick
Director of Property
Real Estate Division

s/

Shireen McSpadden
Executive Director

Funds Available for use in Fiscal Year 2023-2024:

$5,957,247

10582 - SR OCOH Nov18
Fund ID: PropCHomelessSvc
Department ID: 203646 - HOM PROGRAMS

10036749 - HOM Shelter
Project ID: and Hygiene

21533 - HOM Shelter and
Authority ID: Hygiene

538010 — Community Based
Account ID: Org Srvcs

14 — District 10 Shelter
Activity ID: Program

s/

Budget and Analysis Division Director
on behalf of Ben Rosenfield, Controller

Department of Homelessness and Supportive Housing

Mayor Breed; Supervisor Walton
BOARD OF SUPERVISORS
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LEASE

between

LAWRENCE B. STONE PROPERTIES #08, LLC,
as Landiord

and

CITY AND COUNTY OF SAN FRANCISCO,
as Tenant

For the lease of
2177 Jerrold Ave,
San Francisco, California

11/6/23
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LEASE

THIS LEASE (this “Lease™), dated for reference purposes only as of November 1, 2023,
is entered into by and between LAWRENCE B. STONE PROPERTIES #08, LLC, a Washington
limited liability company (“Landlord™), and the CITY AND COUNTY OF SAN FRANCISCO,
a municipal corporation (“City” or “Tenant™) on behalf of the Department of Homelessness and
Supportive Housing (“HSH”), and authorized pursuant to Board of Supervisors Resolution No.

adopted by the Board of Supervisors on , with reference to the following facts
and understandings:

RECITALS

A. ILandlord owns that certain real property comprised of approximately 98,000 square
feet located at 2177 Jerrold Avenue, in the City and County of San Francisco, CA (APN Block/Lot
5285A /005) (the “Land™).

B. Landlord will be delivering the Land with two buildings upon it, including a two-
story administrative building consisting of approximately 11,374 square feet (“Building 1”) and a

one-story warchouse, consisting of app1ox1mately 12,217 square feet (“Building 2”, and together
with Building 1, the “Bmldmgs”)

C. The Land, the Buildings, and all other improvements on or appurtenances to the
Land are referred to collectively as the “Property.” A detailed description of the Property is
attached as Exhibit A.

D. Landlord and Tenant desire to enter into this Lease to allow Tenant to Lease the
Property, provided Landlord will, at its sole expense, undertake the work, as specified, on the
attached Exhibit B (“Landlord Pre-Lease Work™), City’s approval, in the sole and absolute

discretion of the Director of Property in consultation with HSH, of the Landlord Pre-Lease Work,
is requisite to the parties executing this Lease.

L. Landlord and Tenant intend to make additional improvements to the Property, with
costs for these improvements being allocated in accordance with the terms of this Lease.

NOW THEREFORE, in consideration of the foregoing Recitals, which are incorporated
into this Lease by this reference, and for other good and valuable consideration the receipt and
sufficiency of which are hereby acknowledged, Landlord and City hereby agree as follows:

1. BASIC LEASE INFORMATION

The following is a summary of basic lease information (the “Basic Lease Information”).
Each item below is deemed to incorporate all of the terms in this Lease pertaining to that item. If
there is any conflict between the information in this Section and any more specific provision of
this Lease, the more specific provision will control.

Lease Reference Date: November 1, 2023

Landlord: LAWRENCE B. STONE PROPERTIES #08,
LLC, a Washington limited liability company

Tenant: CITY AND COUNTY OF SAN FRANCISCO

Property (Section 2.1): The Land, Building 1 and Building 2 make up

the Property, as further described in Exhibit A.
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Term (Section 3):

Extension Option(s) (Section 3.4):

Base Rent (Section 4.1):

Base Rent Adjustment; Adjustment Dates
(Section 4.2):

Tax Base Year (Section 4.5):
Use (Section 5.1}

Fifteen (15) years (the “Term™)

Commencement Date and Effective Date of
this lease are the same -- the date (a) City’s
Mayor and Board of Supervisors, at their sole
and absolute discretion, adopt and approve a
resolution authorizing this Lease in accordance
with all applicable laws and (b) this Lease is
duly executed by Landlord and City, (per
Section 24.22 of this Lease) -- and estimated to
be December 1, 2023

Expiration Date:
November 30, 2038

Two (2) additional terms of five (5) years each,
exercisable by City providing notice to
Landlord not less than twelve (12) months in
advance and not more than fifteen (15) months
from the then expiring Term of City’s intent to
exercise its renewal options, with the Base Rent
for the Extended Term being 100% of the then
fair market value rent, as provided in Section
4.3,

Annual Base Rent: $2,469,600.00 ($25.20 per
sq. ft.)

Monthly payments: $205,800.00 ($2.10 per
sq. ft.)

Rent Abatement: Tenant will not incur, owe or
pay base rent during the first nine (9) months
following the Commencement Date of the
Lease Agreement.

On each anniversary of the Commencement
Date, beginning in 2024, the Base Rent will
escalate by three percent (3%).

2023 [Tax Calculation Oniy]

City shall have the right to use the Property for
a temporary shelter program and related
facilities that will facilitate an exit from
homelessness to more traditional housing and
offer support services as required, and any
other purposes commensurate with existing
zoning and for no other purposes without the
prior written consent of Landlord, which
consent shall not be unreasonably withheld,
conditioned or delayed.
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Leasehold Improvements (Section 6)
and Work Letter:

Utilities (Section 9.1):

Services (Section 9.2):

Notice Address of Landlord (Section 24.1):

Landlord’s Key Contact:
Landlord Contact Telephone No.:
Landlord’s Alternate Contact:
Alternate Contact Telephone No.:

Tenant’s Notice Address (Section 24.1):

with a copy to:

2177 Jerrold Ave,

Landlord to pay for Building 1 renovations,
bringing Building | into ADA compliance with
an elevator, and core and shell into code
compliant usable space, including utility
connections ready for delivery to Tenant.

Leasehold Improvements have been defined
and price estimated in the amount of Seven
Million, Four Hundred Ninety Five Thousand,
Ninety Dollars ($7,495,090.00) (see Exhibit D
to this Lease). Tenant shall reimburse Landlord
the first Five Million, Eight Hundred and Sixty
Six Thousand, Eight Hundred and Sixty Nine
Dollars ($5,866,869.00) of the cost of
constructing the Leasehold Improvements.
Landlord is solely responsible for the cost of
completing the Exhibit D specified work, at
the additional cost estimated to be One
Million, Six Hundred Twenty Eight Thousand,
Two Hundred and Twenty One Dollars
($1,628,221.00) (the “Allowance”).

The Property is currently serviced by electricity,
water, sewer and natural gas connections to the
Buildings, which shall be provided in good
working order upon the Delivery of Possession.
City shall be responsible for contracting with,
and paying for, each service provider directly.

City will provide janitorial service as deemed
necessary by the Tenant in order to maintain the
Buildings in a clean and safe condition

Lawrence B. Stone Properties #08, LLC
P.O. Box 3949

Spokane, WA 99220-3949

Attn: Legal

Fax No.: (509) 343-9060

Cody Myers
(509) 789-8656
Nick Czapla
(509) 343-9003
Real Estate Division
25 Van Ness Avenue, Suite 400
San Francisco, California 94102
Attn:  Director of Property
Re: 2177 Jerrold Ave

San Francisco Department of Homelessness
and Supportive Housing
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and to:

Tenant’s Key Contact:

Tenant Contact Telephone No.:
Tenant’s Alternate Contact:
Alternate Contact Telephone No.:
Brokers (Section 24.8):

Special Provisions (Section 22):

2. PROPERTY
2.1.  Lease Property

440 Turk Street
San Francisco, CA 94102

Attn: Principal Real Estate Development
Analyst
Email: dhsh@sfgov.org

Office of the City Attorney

City Hall, Room 234

I Dr. Carlton B. Goodlett Place

San Francisco, CA 94102-4682

Atin; Real Estate & Finance Team
Re: 2177 Jerrold Ave

Fax No.: (415) 554-4757

Joanne Park

(628) 652-7703
Director of Property
415-554-9850
Newmark

City shall have an Option to Purchase the
Property as provided in Section 22.1

Landlord leases to City and City leases from Landlord, subject to the provisions of this
Lease, the Property and shown on the diagram attached as Exhibit A.

2.2, INTENTIONALLY OMITTED
2.3.  Condition of the Property on Delivery

Landlord will deliver the Property to City, and the Buildings are to be in good, broom
clean condition, fully demised, water tight, with all Building Systems (as defined in Section 8.1
(Landlord’s Repairs)) in good working order, condition, and repair, and all other systems in and
serving the Buildings and the Land, to the extent applicable, in good working order, condition,
and repair, in compliance with all applicable Laws, as provided in Section 10.1 (Landlord’s
Compliance with Laws; Property Condition; Indemnity) with the Leasehold Improvements (as
defined below) substantially completed by Landlord and confirmed by City under Section 6.1
(Landlord’s Obligation to Construct Improvements).

2.4. Disability Access

California Civil Code Section 1938 requires commercial landlords to disclose to tenants
whether the property being leased has undergone inspection by a Certified Access Specialist
(“CASp”) to determine whether the Buildings meets all applicable construction-related

accessibility requirements.

Landlord discloses (i) Landlord has not been issued a disability access inspection certificate as
described in California Civil Code (“CC”) Section 55.53(e), (ii) pursuant to CC Section 1938,
that Landlord has not ordered, performed, or caused to be performed, a Certified Access

2177 Jerrold Ave.
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Specialist (“CASp”™) inspection of the Buildings (sometimes referred to as “premises” or “subject
premises” for the herein disclosures), and (iii) Landlord makes the following statutory disclosure
per CC Section 1938 (the required “CASp Disclosure”):

“A Certified Access Specialist (CASp) can inspect the subject premises and determine
whether the subject premises comply with all of the applicable construction-related
accessibility standards under state law. Although state law does not require a CASp
inspection of the subject premises, the commercial property owner or lessor may not
prohibit the lessee or tenant from obtaining a CASp inspection of the subject premises for
the occupancy or potential occupancy of the lessee or tenant, if requested by the lessee or
tenant. The parties shall mutually agree on the arrangements for the time and manner of
the CASp inspection, the payment of the fee for the CASp inspection and the cost of
making any repairs necessary to correct violations of construction-related accessibility
standards within the premises.”

If City elects to obtain an inspection, City and Landlord will mutually agree on the
arrangements for the time and manner of the CASp inspection, the payment of the CASp inspection
fee, and the cost of any repairs necessary to correct violations of construction-related accessibility
standards.

3. TERM
3.1.  Term of Lease

The Property is leased for the Term, as set forth in the Basic Lease information,
commencing on the Commencement Date, and further defined in Section 3.2 (Commencement
Date and Expiration Date) below, The Term will end on the expiration date specified in the
Basic Lease Information, or the date that this Lease is earlier terminated under the provisions of
this Lease, unless City extends the Term pursvant to Section 3.4 (Extension Option(s)), below.

3.2, Commencement Date and Expiration Date

The dates that the Term commences and expires under this Lease are the
“Commencement Date” and the “Expiration Date.” If Commencement Date occurs on a date
other than the estimated Commencement Date provided in the Basic Lease information,
Landiord shall promptly deliver to City a notice substantially in the form of the attached
Iixhibit € confirming the Commencement Date. The parties intend that the Effective Date as
defined in Section 24.22 will be the Commencement Date for the purposes of this Lease, The
Expiration Date of this Lease’s initial term is the date provided in the Basic Lease Information.

3.3. Delay in Delivery of Possession

Landlord will use its best efforts to deliver possession of the Property in the condition
required under this Lease, with all of the Leasehold Improvements substantially completed and
accepted by City’s Director of Property under Section 6.1 (Landlord’s Obligation to Construct
Improvements) on or before the estimated Delivery of Possession (as defined below), If
Landlord is unable to deliver possession of the Property by the estimated Delivery of Possession,
then, subject to the provisions of this Section below, the validity of this Lease will not be
affected by Landlord’s inability to deliver possession except that City’s obligations to pay Rent
will not commence until the Rent Commencement Date. This Lease will still expire on the
Expiration Date, unless sooner terminated under the provisions under this Lease. If Landlord is
unable to deliver possession of the Property to City as required under this Lease within twelve
(12) months following the Effective Date and Landlord’s receipt of all permits necessary for the
construction of the Leasehold Improvements (which period will be extended by one day for each
day that substantial completion is delayed by Tenant (acting in its proprietaty capacity) or
Unavoidable Delays) (“Delivery of Possession”), then, by ninety (90) days’ written notice
specifying the date of Lease Termination, to Landlord, City may terminate this Lease, without
any further liability to Landlord.

3.4. Extension Option(s)
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Landlord grants City the right to extend the Term (the “Extension Option(s)”) for the
additional term(s) specified in the Basic Lease Information (the “Extended Term(s)”). The
Extended Term(s) will be on all of the terms and conditions contained in this Lease, except that
new Base Rent will be determined pursuant Section 4.3 below with no Base Rent abatement
petiod at the beginning of any Extended Term. City may exercise an Extension Option, if at all,
by giving written notice (the “Extension Notice™) to Landlord in the manner and timeframe set
forth in the Basic Lease Information; provided, however, if there is an uncured Event of Default
on the date City gives an Extension Notice, then Landlord may reject City’s Extension Notice if
City fails to cure the Event of Default within ten (10) days after Landlord’s written demand for
City to cure the Event of Default. If City extends the Term as provided in this Section, then the
word “Term” will mean and include any Extended Terms. The failure of Tenant to exercise the
option for any Extended Term in the manner and within the time provided shall, upon Landlord’s
written notice to Tenant, terminate the rights of Tenant with respect to that Extension Option and
all subsequent Extension Options, if any.

4, RENT
4.1, Base Rent

Tenant is entitled to an abatement of Base Rent during the first nine (9) months of the initial
Lease Term (the "Base Rent Abatement Period"), commencing upon the Effective Date. During
the Base Rent Abatement Period, only Additional Charges will be due to Landlord. Immediately
following the Base Rent Abatement Period (the "Rent Commencement Date"), the Base Rent will
revetrt to the monthly Base Rent rate and City will pay to Landlord the annual Base Rent specified
in the Basic Lease Information (the "Base Rent"). The Base Rent is payable in equal monthly
payments at the address specified for Landlord in the Basic Lease Information, or other place as
Landlord may designate in writing on not less than thirty (30) days’ advance notice. Commencing
on the Rent Commencement Date, City will pay the Base Rent monthly on the first day of each
calendar month, in advance and without any deductions or setoff except as otherwise provided in
this Lease. Landlord will provide City with a written invoice reasonably in advance of the due
date thercof, which may be given via email to City’s designated recipient; provided that such
invoice shall not be required for Base Rent to be due. If the Rent Commencement Date occurs on
a day other than the first day of a calendar month or the Expiration Date occurs on a day other
than the last day of a calendar month, then the monthly payment of the Base Rent for the fractional
month will be prorated based on a thirty (30)-day month.

4,2, Adjustments in Base Rent

On each date specified in the Basic Lease Information for the adjustment of Base Rent

(an “Adjustment Date”), the Base Rent payable under Section 4.1 (Base Rent) will be adjusted
as follows:

On each Adjustment Date, the Base Rent for the following twelve-month
period will be adjusted to equal one hundred three percent (103%) of the Base
Rent for the lease year preceding the Adjustment Date.

4.3, Determination of Base Rent for the Extended Term

(a)  Atthe commencement of any Extended Term, the Base Rent will be
adjusted to equal 100% fair market rate for space of comparable size and location to the Property
then being offered for rent of other land with similar improvements, location, and quality to the
Property (“Comparable Property”) situated within the Bayview area of San Francisco
(“Reference Area”); provided, however, in no event will the Base Rent be reduced below the
Base Rent for the twelve (12)-month period before the Extended Term. As used in this Section,
“prevailing market rate” means the base rent for Comparable Space, taking into account (i) any
additional rent and all other payments and escalations payable under this Lease, (ii) floor
location and size of the premises covered by leases of the Comparable Space, (iii) the duration of
Extended Term under this Lease and the term of the leases for Comparable Space, (iv) free rent
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and any other tenant concessions given under the leases for Comparable Space, and (v) tenant
improvement allowances and all other allowances given under the leases for Comparable Space.

(b)  Within thirty (30) days after City’s exercise of the Extension Option,
Landlord will notify City of Landlord’s determination of the prevailing market rate for the
Property, together with reasonable supporting documentation. If City disputes Landlord’s
determination of the prevailing market rate, City will notify Landlord within fourteen (14) days
after Landlord’s notice to City of the prevailing market rate and the dispute will be resolved as
follows:

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

(ii)  If within that thirty (30)-day period Landlord and City cannot
agree on the prevailing market rate, then each will select one appraiser to determine the
prevailing market rate. Within thirty (30) days after the expiration of the thirty (30)-day
consultation period, each party will cause its appraiser to prepare and complete an appraisal
report determining the prevailing market rate and submit the report to Landlord and City.

(iii)  If only one appraisal report is submitted within that thirty (30)-day
period, then the prevailing market rate determined in that appraisal report will be used to
establish the Base Rent for the Extended Term. If both appraisal reports are submitted within the
thirty (30)-day period, and if the prevailing market rates determined in the two appraisal reports
differ by less than ten percent (10%) of the higher of the two, then the average of the two will be
the prevailing market rate. If the prevailing market rates in the two appraisal reports differ by
more than ten percent (10%) of the higher of the two, then the two appraisers will immediately
select a third appraiser. Within ten (10) business days after selection, the third appraiser will
determine which of the first two appratsal reports specified a value closest to the actual fair
market value, which will be the prevailing market rate. The determination of the third appraiser
will be final and binding on the parties.

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

(v) All appraisers must be “MAI” designated members of the
Appraisal Institute with not less than five (5) years’ recent experience appraising leases of
commercial properties similar to the Property in the Reference Area. Landlord and City will pay
the cost of the appraiser it selects and one-half of the cost of the third appraiser.

4.4. Additional Charges

City will pay to Landlord any charges or other amounts required under this Lease as
additional rent (“Additional Charges™), including the charges for Real Estate Taxes, as provided
below. All Additional Charges are payable to Landlord at the place where the Base Rent is
payable. The Base Rent and Additional Charges are sometimes collectively referred to “Rent.”
If any monthly installment of the Base Rent, Additional Charges or any other sum payable by
City under this Lease is not received by Landlord within ten (10) business days after City has
received notice from Landlord of such due Rent, City shall pay a late charge equal to the greater
of 10% of such overdue payment or $250.00.

4.5,  Definitions

“Tax Base Year” means the year specified in the Basic Lease Information,

“Real Estate Taxes” means all taxes, assessments, and charges levied assessed or
imposed on or with respect to the Property (or portion thereof) owned by Landlord, or
Landlord’s interest in the Property. Real Estate Taxes include all general or special real property
taxes and general and special assessments, charges, fees, or assessments for transit, housing,
police, fire, or other governmental services, service payments in lieu of taxes that are now or
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later levied or assessed against Landiord by the federal, state, or local government, district or
public corporation, and will also include any other tax, fee, or other excise, however described,
that may be levied or assessed as a substitute for, or as an addition to, in whole or in part, any
other Real Estate Taxes. Real Estate Taxes expressly do not include: (1) franchise, real property
transfer, other transfer, inheritance, gross receipts, business registration, payroll expense, or
capital stock taxes, or income taxes of Landlord from ail sources unless, due to a change in the
method of taxation, any of those taxes are levied or assessed against Landlord as a substitute for,
ot as an addition to, in whole or in part, any other tax that would otherwise constitute a Real
Estate Tax, (2) any penalties, fines, interest, or charges attributable to the late payment of any
taxes, except to the extent attributable to City’s failure to pay its portion of Real Estate Taxes,
(3) any personal property taxes payable by City or by any other tenant or occupant of the
Property, (4) any Early Care and Education Commercial Rents Tax imposed under Article 21 of
the Business and Tax Regulations Code (gross receipts received from leases to government
entities are exempt from this tax).

In the event of a sale or transfer of the Property that occurs within the first five (5) years
of the initial Lease Term, the City will not be subject to any resulting increase in Real Estate
Taxes. For the avoidance of doubt, should Real Estate Taxes for the Property increase as a result
of a sale or transfer of the Property during the first Five (5) years of the initial Lease Term, such
increase shall not be borne by City. This Prop. 13 protection will terminate at the end of the fifth
(5th) year of the Lease Term and the City will be responsible for Real Estate Taxes based upon
the then assessed value of the Property.

Any tax expense related to Proposition C (i.e., the San Francisco Universal Childcare for
All Initiative), that was passed in the June 5, 2018 special election, shall not be included in Real
Estate Taxes throughout the Term; Tenant shall be required to pay this tax as Additional
Charges.

“Tax Year” subject to the Prop 13 protection defined above, means each calendar year
during the Term,

4.6. Payment of Real Estate Taxes

Commencing on the first month after the end of the Tax Base Year, City will pay
Landlord each month, as Additional Charges, one twelfth (1/12) of the amount, it any, by which
Real Estate Taxes for each Tax Year exceed Real Estate Taxes for the Base Year. City will
make those payments, in advance, in an amount estimated by Landlord in reasonable detail in a
writing delivered to City at least four (4) months before the first payment of the Real Estate
Taxes is due. With reasonable promptness not to exceed sixty (60) days after Landlord has
received the tax bills for any Tax Year, Landlord will furnish City with a statement
(“Landlord’s Tax Statement”) setting forth the actual amount of Real Property Taxes for the
Tax Year. If actual Real Estate Taxes for the Tax Year exceeds the estimated Real Estate Taxes
paid by City for that Tax Year, City will pay to Landlord (whether or not this Lease has
terminated) the difference between the estimated and actual Real Estate Taxes within thirty (30)
days after the receipt of Landlord’s Tax Statement. If the total amount of estimated Real Estate
Taxes paid by City for the Tax Year exceeds the actual Real Estate Taxes, the excess will be
credited against the next instaliments of City’s estimated Real Estate Taxes, or at City’s option,
the excess will be refunded to City.

4.7. Proration

If the Commencement Date or Expiration Date occurred on a date other than the first or
last day of a Tax Year or Expense Year, then City’s Percentage Share of Real Estate Taxes or
Operating Costs for the Tax Year or Expense Year in which the Commencement Date or
Expiration Date occurs, will be prorated based on a three hundred sixty-five (365)-day year.

4.8. Audits
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After not less than fifteen (15) business days’ notice to Landlord (the “Audit Notice”) no
later than one (1) year following City’s receipt of Landlord’s Invoice for Additional Charges for
a particular Calendar Year (or Landlord’s Tax Statement for a particular Tax Year, respectively),
and provided that City has paid and continues to pay all Rent when due, City may audit the
books and records of the Building related to Additional Charges or Real Estate Taxes. City must
deliver the Audit Notice to Landlord within such one (1) year period, otherwise; absent
incidences of fraud on part of Landlord or its Agents in connection with the Landlord’s Invoice
for Additional Charges City will be deemed to have waived any objection and will have no right
to audit the particular Additional Charges invoice or Tax Year to which such statements pertain.
Any audit will be conducted by certified public accountants reasonably approved by Landlord;
provided that Landlord will provide its books and records for review either at Landlord’s
headquarters or in digital format. The books and records provided by Landlord shall be treated as
confidential. Should Landlord disagree with the results of City’s auditor and the parties cannot
otherwise agree, Landlord and City will together select a neutral auditor to conduct a review of
such books and records, and the determination reached by such auditor will be final and
conclusive. If the audit discloses any discrepancies that would result in a reduction of City’s
obligation for payment of Additional Charges invoiced and/or Taxes, Landlord will within thirty
(30) days after the completion of the audit refund to City the amount of any overpayment by
City, or if the amounts previously paid by City are less than that which Landlord is entitled to
collect, City will pay the deficiency within thirty (30) days as Additional Charges. City will pay
the cost of the audit, but if an audit discloses any discrepancies that result in a reduction of City’s
obligation for payment of Additional Charges invoiced and/or Real Estate Taxes by three percent
(3%) or more for any Additional Charges invoiced or Real Estate Taxes paid to Landlord by
City, then Landlord will pay the costs of the audit. Landlord and City will each pay one-half of
the cost of a neutral auditor, if applicable.

4,9, Records

Landlord will maintain at its main offices in a safe, complete, and organized manner all
of its records related to this Lease, Real Estate Taxes, Operating Costs, and any other charges
paid by City under this Lease, for at least three (3) years after the Expiration Date or earlier
termination of the Term. Landlord will maintain the records on a current basis and in sufficient
detail to facilitate adequate review and audit. All books and records will be available for
inspection, copying, and audit by City and its representatives, at City’s expense, subject to the
provisions of Section 4.8 (Audits).

4.10. Payments by City

Landlord acknowledges that City cannot make any payments to Landlord unless
Landlord is qualified as an approved vendor in City’s financial and payment system. Therefore,
City will not be in default of any monetary obligation under this Lease and no interest or late
charge will apply if Landlord is not an approved vendor with City. More information about
being an approved vendor with City is available at
https://sfeitypartner.sfgov.org/Vendor/BecomeSupplier. All Rent that has accrued while
Landlord was not an approved vendor will be payable within twenty (20) days after City receives
Landlord’s written notice and the Contract Monitoring Division confirms that Landlord has been
approved as a City vendor.

4.11. Landlord’s Compliance with City Business and Tax Regulations Code

Landlord acknowledges that under Section 6.10-2 of the San Francisco Business and Tax
Regulations Code, the City Treasurer and Tax Collector may require the withholding of
payments to any vendor that is delinquent in the payment of any amounts that the vendor is
required to pay the City under the San Francisco Business and Tax Regulations Code. If, under
that authority, any payment City is required to make to Landlord under this Lease is withheld,
then City will not be in breach or default under this Lease, and the Treasurer and Tax Collector
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will authorize release of any payments withheld under this paragraph to Landlord, without
interest, fate fees, penalties, or other charges, upon Landlord coming back into compliance with
its San Francisco Business and Tax Regulations Code obligations.

4.12. Additional Services

City may request that Landlord, at City’s cost, provide or arrange for additional lease
related services, incur additional expenses not covered under the lease, for the Property that the
City may require from time to time, as requested by the Real Estate Division, including, without
limitation, assisting the City in building out the Property for the City’s temporary shelter project,
which Landlord may provide or arrange in its reasonable discretion. If Landlord elects to
provide the requested additional services and City has approved the cost and scope of those
services in advance, then City will reimburse Landlord for such expenses as Additional Charges
the cost of those services plus a five percent (5%) administrative fee. Landlord may not contract
for or provide any services (and City will not be obligated to pay for such services) without
City’s prior written approval of the cost of the additional services (which may be the known
costs, or an hourly rate and maximum number of hours, or a cost estimate with a not-to-exceed
maximum amount) in writing before Landlord incurs any costs. City will pay for the cost of the
additional services and the administrative fee within thirty (30) days after receipt of an invoice;
provided, however, that City, in its sole discretion, may elect to provide any deposit or other
prepayment that City determines is appropriate given the nature of the requested services. Any
additional terms for the additional services will be memorialized by a written agreement, which,
upon execution by Landlord and City, will be considered a part of this Lease.

5. USE
5.1. Permitted Use

City may use the Property for a temporary shelter program and related facilities, which
facilitate an exit from homelessness to more traditional housing and offer support services as
required, in addition to any other purposes commensurate with existing zoning, and as may be
specified in the Basic Lease Information, and for no other use without Landlord’s prior written
consent, which may not be unreasonably withheld, conditioned, or delayed.

5.2. INTENTIONALLY OMITTED
5.3. Interference with Access

Landlord will provide to City uninterrupted access to the Property twenty-four (24) hours
per day, seven (7) days per week, including during any power outages affecting any portion of
the Buildings; but Landlord may, after consultation with City’s Administrator, interrupt City’s
access to the Property if there is an immediate threat that will render the Property, or any portion
of the Buildings unsafe for human occupancy. If City’s use of any of the Property or access to
the Buildings is interrupted because the Property, or any portion of the Buildings is unsafe for
human occupancy due to Landlord’s failure to comply with its obligations under this Lease or for
any other reason other than an Event of Default, then Landlord will immediately undertake all
necessary steps to correct the condition. If the condition continues for two (2) business days and
impairs City’s ability to carry on its business in the Property, then the Rent will be abated based
on the extent to which the condition interferes with City’s ability to normally and safely carry on
its business at the Property. If the condition continues for thirty (30) days or more after City’s
notice that use is interrupted or impaired, without limiting any of its other rights under this
Lease, City may terminate this Lease by written notice, unless Landlord supplies City with
evidence reasonably satisfactory to City that City’s normal and safe use will be restored within
sixty (60) days after the date City’s use was interrupted or impaired, and City’s full use is
actually restored within that sixty (60)-day period. Nothing in this Section will limit City’s
rights with respect to any disruption due to casualty under Section 12 (Damage and Destruction).

6. LEASEHOLD IMPROVEMENTS
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6.1. Landlord’s Obligation to Construct Improvements

Landlord, through its general contractor reasonably approved by City, will renovate the
Buildings, perform the work, and make the installations in the Property as provided in the
Construction Documents (as defined in this Section below) approved by City. The construction,
work, and installations are referred to as the “Leasehold Improvement Work” and “Leasehold
Improvements™ attached as Exhibit D. The Landlord shall be responsible for paying Seven
Million, Four Hundred Ninety Five Thousand, Ninety Dollars ($7,495,090.00) as further
described in Exhibit D except that City shall reimburse Landlord for the first Five Mililion,
Eight Hundred and Sixty Six Thousand, Eight Hundred and Sixty Nine Dollars ($5,866,869.00)
for the cost of the Leasehold Improvements (“City LI Share™), and Landlord shall pay the
balance of One Million, Six Hundred Twenty Eight Thousand, Two Hundred and Twenty One
Dollars ($1,628,221.00) (the “Allowance”). The Landlord shall be solely responsible for paying
any additional cost to complete the work described in Exhibit D, but shall also realize any cost
savings as a result of completing the Leasehold Improvement Work under budget. Landlord shall

construct the improvements in substantial conformance with the Construction Documents (as
defined below).

(a) Plans and Specifications

(i) Landlord will cause its architect or space planner reasonably
approved by the City to prepare and submit to City for its approval an architectural plan, civil
plan, structural plan, electrical plan, mechanical plan, plumbing plan, reflected ceiling plan, floor
plans, and tenant specifications for the Leasehold Improvements, based on City’s program
requirements for use of the Property, and in form and detail sufficient for purposes of contractor
pricing. City approves the work descriptions and pricing included in attached Exhibit D and
Exhibit E, “APPROVED ADDITIONAL CHARGES FOR BATHROOM & SHOWER
CONSTRUCTION TO BE CONSTRUCTED BY LANDLORD IN CONJUNCTION
WITH THE TENANT IMPROVEMENTS”.

(if)  Immediately following the Effective Date of this Lease (as defined
in Section 24.22 (Effective Date), based on the approved Exhibits D and E and any adjustments
authorized by City, Landlord will cause final plans, specifications, and working drawings for the
Leasehold Improvements to be prepared, in conformity with the requirements of this Lease.
Landlord will submit a copy of the final plans, specifications, and working drawings to HSH
within sixty (60) days of the Effective Date. The final working drawings and specifications to be
submitted to the appropriate Construction Approving City Departments (such as Planning and
the Department of Building Inspections) will be subject to Director of Property’s, in consultation
with the Department of Homelessness and Supportive Housing, prior approval, which approval
may not be unreasonably withheld or delayed. If City, but not the construction approving City
Departments, disapproves the final working drawings and specifications, or any portion of them,
then City will promptly notify Landlotd of its disapproval and the revisions that City reasonably
requires in order for Landlord to obtain City’s approval (“Notice of Disapproval”). As soon as
reasonably possible, but in no event later than thirty (30) business days after City’s notice,
Landlord will submit to City final plans, specifications, and working drawings incorporating the
revisions required by City. The revised plans, specifications, and working drawings will be
subject to Director of Property’s, in consultation with the Department of Homelessness and
Supportive Housing, approval, which may not be unreasonably withheld or delayed. The final
plans, specifications, and working drawings for the Leasehold Improvements approved by City
to be submitted to the appropriate Construction Approving City Departments are referred to as
the “Construction Documents.”

(b)  Permits

Landlord will secure and pay for any building permits and other permits and approvals,
government fees, licenses, and inspections necessary for the proper performance and completion
of the Leasehold Improvement Work shown on the Construction Documents. All associated fees,
costs, and expenses incurred by Landlord per this subsection (b) will be drawn against the
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Allowance. Promptly after City’s approval of the Construction Documents, Landlord will apply
for any permits, approvals, or licenses necessary to complete the Leasehold Improvement Work
and will provide copies to City promptly following receipt. If Landlord, after using
commercially reasonable efforts, is unable to obtain all necessary permits, approvals, and
licenses required to complete the Leasehold Improvements within five months (150 days) after
the Effective Date, City may terminate this Lease by written notice to Landlord. Landlord will
be responsible for arranging for all inspections required by City’s Department of Building
Inspection.

(c) Construction

Immediately after approval of the Construction Documents and Landlord’s receipt of all
necessary permits and approvals, Landlord will commence construction and cause the Leasehold
Improvements to be completed in a good and professional manner in accordance with sound
building practices. Landlord will comply with and give notices required by all Laws (defined in
Section 10.1 {Landlord’s Compliance with Laws; Property Condition; Indemnity)), related to
construction of the Leasehold Improvements. Without limiting the foregoing, construction of the
Leasehold Improvements must comply with all applicable disabled access laws, including the
most stringent requirements of the Americans with Disabilities Act of 1990, California Code of
Regulations Title 24 (or its successor) and City’s requirements for program accessibility.
Landlord shall, and shall cause its contractors and subcontractors to, pay prevailing wages in
connection with construction of the Leaschold Improvement Work as further provided in
Section 23.3 (Prevailing Wages and Working Conditions), and may not use tropical hardwood
wood products, or virgin redwood wood products as further provided in Section 23.5 (Tropical
Hardwood and Virgin Redwood Ban).

(d)  Construction Schedule; Substantial Completion

() Landlord will keep City apprised on a regular basis of the status of
plan preparation, permit issuance, and the progress of construction. Landlord will provide City
with written monthly status updates of permit approval and the progress of construction,
including estimated times for receipt of permits and completion of construction. From time to
time during the design and construction of the Leasehold Improvements, after reasonable
advance oral or written notice to Landlord, City may enter the Property at reasonable times to
inspect the Land and Buildings, and City will use reasonable efforts not to materially interfere
with the construction. Landlord or its representative may accompany City during any inspection.
When construction progress permits, but not less than fifteen (15) days before completion,
Landlord will notify City of the approximate date that the Leasehold Improvement Work will be
substantially completed in accordance with the Construction Documents. Landlord will revise
the notice of the approximate substantial completion date as appropriate from time to time and
will immediately notify City when the Leasehold Improvement Work is substantially completed
and the Property is ready for occupancy by City. On a mutually agreeable date as soon as
practicable after Landlord’s notice to City that the Leasehold Improvements have been
substantially completed, City and its authorized representatives will accompany Landlord or its
architect on an inspection of the Property.

(ii)  The Leasehold Improvement Work will be deemed to be
“substantially completed” for purposes of this Lease when the Leasehold Improvements have
been sufficiently completed in accordance with the approved Construction Documents, as
evidenced by a temporary certificate of occupancy (“T'CO”) issued by the San Francisco
Department of Building Inspection and TCO or the comparable approval if no TCO written
approval from the San Francisco Fire Department so that City can occupy the Property and
conduct its business for its intended uses, Landlord has procured a temporary or final certificate
of occupancy for the Buildings, and City, through its Director of Property, has approved the
Leasehold Improvements. At its option, City may approve the Leasehold Improvements even
though there may remain incomplete minor details that would not interfere with City’s use.
Within thirty (30) days after acceptance of the Property or as soon after acceptance as
practicable, City may present to Landlord a written punchlist of any incomplete minor details
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and any items that have not been finished in accordance with the Construction Documents.
Within thirty (30) days after the delivery of the punchlist, Landlord will promptly complete all
defective or incomplete items identified in the punchlist. City’s failure to include any item on
the punchlist will not alter Landlord’s obligation under this Lease to complete all Leasehold
Improvement Work in accordance with the approved Construction Documents, or constitute a
waiver of any latent defects,

(iii)  No approval by City or any of its Agents of the Pricing Plans,
Construction Documents, or completion of the Leasehold Improvement Work for purposes of
this Lease will be deemed to constitute approval of any governmental or regulatory authority
with jurisdiction over the Buildings, and nothing in this Lease will limit Landlord’s obligations
to obtain all necessary or required approvals.

6.2. Construction of Leasehold Improvements

Landlord will renovate the Buildings, perform the work, and make the installations in the
Property as provided in the Work Letter attached as Exhibit F (the “Work Letter”™). All work
and installations performed under the Work Letter are referted to as the “Leasehold
Improvement Work” and the “Leasehold Improvements.” To the extent of any inconsistencies
between Section 6.1 of this Lease and the Work Letter, the terms of the Work Letter shall
control.

6.3. Installation of Telecommunications and Other Equipment

Landlord and City acknowledge that the Leasehold Improvement Work will include the
installation of telecommunications, data, and computer cabling facilities and equipment, in
accordance with City’s instructions. The City is responsible for connecting equipment to the
cabling installed by Landlord. Landlord will furnish access to City and its consultants and
contractors to the main communications service serving the floor(s) of the Buildings and all other
parts of the Buildings where access is needed for proper installation of the facilities and
equipment including wiring. City will have the right to enter the Buildings at reasonable times
during construction of the Leasehold Improvements in order to install the facilities and
equipment. City and Landlord will use their good fzith efforts to coordinate any all activities to
allow the Leasehold Improvements and the installation of the facilities and equipment to be
completed in a timely and cost-effective manner.

6.4.  Construction of Improvements that Disturb or Remove Exterior Paint

Landlord, on behalf of itself and its successors, assigns, and Agents, will comply with all
requirements of the San Francisco Building Code Chapter 34 and all other applicable local, state,
and federal laws, including the California and United States Occupational and Health Safety Acts
and their implementing regulations, when the work or alteration disturbs or removes exterior or
interior lead-based or “presumed” lead-based paint (as defined below). Landlord and its Agents
must give to City three (3) business days’ prior written notice of any disturbance or removal of
exterior or interior lead-based or presumed fead-based paint. Landlord acknowledges that the
required notification to the Department of Building Inspection regarding the disturbance or
removal of exterior lead-based paint under San Francisco Building Code Chapter 34 does not
constitute notification to City as Tenant under this Lease and similarly that notice under this
Lease does not constitute notice under San Francisco Building Code Chapter 34. Further,
Landlord and its Agents, when disturbing or removing exterior or interior lead-based or
presumed lead-based paint, will 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 (“HEPA”) 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 will comply with the requirements of
California Code of Regulations Title 17 when taking measures that are designed to reduce or
eliminate fead 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 paint test, as
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defined by San Francisco Building Code Chapter 34, demonstrates an absence of lead-based
paint on the interior or exterior surfaces of the buildings. Under this Section, lead-based paint is
“disturbed or removed” if the work or alteration involves any action that creates ftiction,
pressure, heat, or a chemical reaction on 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.

7. ALTERATIONS
7.1.  Alterations by City

City may not make or permit any alterations, installations, additions, or improvements
(collectively, “Alterations™) to the Property without first obtaining Landlord’s written consent,
which Landlord will not unreasonably withhold, condition, or delay. Installation of furnishings,
fixtures, equipment, ot decorative improvements that do not affect the Buiiding Systems or
structural integrity of the Buildings, and the repainting and re-carpeting of the Buildings do not
constitute Alterations and do not require Landlord’s consent. Any Alterations permitted under
this Lease will be made at City’s cost in compliance with applicable Laws (as defined in
Section_10.1 (Landlord’s Compliance with Laws)). Without cost to itself, Landlord will
cooperate with City in securing building and other permits and authorizations needed for any
permitted Alterations. Landlord will not be entitled to any construction or other administrative
fee in connection with any Alteration. City will not be required to remove any Alterations on the
expiration or sooner termination of this Lease unless Landlord notifies City in writing at the time
Landlord approves the Alterations that they must be removed. City is not required to remove
any improvements not requiring Landlord’s consent.

7.2,  Title to Improvements

Except for City’s Personal Property (as defined in the next Section), all appurtenances,
fixtures, improvements, equipment, additions, and other property permanently installed in the
Property as of the Delivery of Possession or during the Term will be and will remain Landlord’s
property. City may not remove Landlord’s property without Landlord’s written approval.

7.3.  City’s Personal Property

(a) All furniture, furnishings, equipment, trade fixtures, and articles of
movable personal property installed in the Buildings by or for City and that can be removed
without structural damage to the Buildings (collectively, “City’s Personal Property”) are and
will remain City’s property. If City requests, Landlord may assist City by ordering and installing
City’s Personal Property and City will reimburse Landlord for all fees, costs, and expenses
approved by City in advance within thirty (30) days after receipt of an invoice, plus a 5%
administrative fee to Landlord; provided, however, that City may elect to provide any deposit or
other expense required at the time of ordering City’s Personal Property. To the extent possible,
any maintenance contract or warranty in connection with the purchase or lease of tangible
personal property will be optional (namely, City may, but is not required to, purchase a
maintenance contract or warranty). To the extent feasible, Landlord and any vendors of Landlord
will separately itemize any shipping charges. Although Landlord may order and install City’s
Personal Property, all items will remain City’s Personal Property and not be considered
Leasehold Improvements or constitute any component of the Leasehold Improvements. With
regard to any personal property purchased by Landlord on behalf of City or leased by City under
this Lease, (a) Landlord represents that it is fully compliant with the California Sales and Use
Tax Law and warrants to City that Landlord that it will fulfill its use tax obligations under that
law with respect to the subject transaction; (b) Landlord will accept a Use Tax Direct Payment
Exemption Certificate in lieu of any use tax payment if the City, in its sole discretion, elects to
provide such Certificate to Landlord; (c) If the City pays use tax to Landlord, Landlord will remit
the entire amount of the use tax payment to the state and provide the City with a receipt in
accordance with the California Sales and Use Tax Law; and (d) Landlord will be liable to the
City for all amounts of use tax paid to Landlord that Landlord fails to remit to the State. This
obligations of Landlord under the foregoing sentence will survive and termination or expiration
of the Lease.
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(b)  Atany time during the Term, City may remove any of City’s Personal
Property, and City will repair any damage to the Buildings resulting from that removal. On the
expiration or earlier termination of this Lease, City will remove City’s Personal Property from
the Buildings in accordance with Section 20 (Surrender of Property). Landlord acknowledges
that some of City’s Personal Property may be financed by an equipment lease financing
otherwise subjected to a security interest, or owned by an equipment company and leased to City
(“Secured Personal Property”). Landlord recognizes the rights of any supplier, lessor, or
lender (“Supplier”) who has an interest in any items of Secured Personal Property to enter the
Buildings and remove that Secured Personal Property at any time during the Term or within
thirty (30) days after the Expiration Date, if Landlord and Supplier have entered into a
commercially reasonable access agreement at Landlord's judgment. On City’s reasonable
request, at City’s expense Landlord will execute and deliver any document required by any
supplier, lessor, or lender in connection with the installation of any items of Secured Personal
Property in the Buildings, under which Landlord waives any rights it may have or acquire with
respect to the Secured Personal Property, so long as the supplier, equipment supplier, lessor, or
lender agrees that it (i) will remove the Secured Personal Property from the Buildings within
thirty (30) days after the Expiration Date (and if it does not remove the Secured Personal
Property within that time the equipment supplier, lessor, or lender will have waived any rights it
may have had to the Secured Personal Property), provided that an access agreement between
Landlord and such Supplier is in place, and (ii) will repair any damage caused by the removal of
the Secured Personal Property. Upon receipt of written demand from a Supplier, Landiord will
allow such Supplier reasonable access to the Property without any obligation to verify City’s
default, and will not have any liability as to City.

7.4.  Alteration by Landlord

Landlord will use its best efforts to minimize interference with or disruption to City’s use
and occupancy of the Property during any alterations, installations, additions, or improvements
to the Buildings. Landlord will promptly remedy any interference or disruption on receiving
City’s notice thereof.

8. REPAIRS AND MAINTENANCE
8.1. Landlord’s Repairs

At its cost, Landlord will repair and maintain the exterior and structural portions of the
Buildings in similar condition to other buildings in the area, including, the roof, foundation,
bearing and exterior walls. Without limiting the foregoing, Landlord, at the City’s cost, will
maintain the property in a clean, safe, and attractive manner. The Landlord will repair and
maintain, at the City’s cost without additional mark up, windows, doors, plumbing, electrical,
security, door frames, demising walls, and subflooring, and the heating, ventilating, air
conditioning, fire protection, life safety, and other mechanical systems, of the Buildings
{collectively, the “Building Systems”) and will provide exterior graffiti removal with reasonable
frequency; provided, however, that the foregoing is subject to inspection of the Building Systems
and on the condition that all identified issues are resolved prior to the City’s Occupancy of the
Property. All Landlord’s Repairs that are performed at the City’s cost shall be paid in accordance
with Section 4.4 (Additional Charges).

8.2. City’s Repairs

Subject to Landlord’s warranty under Section 10.1 (Landlord Compliance with Laws;
Property Condition; Indemnity), any construction warranties or guaranties received in connection
with Landlord’s completion of the Leasehold Improvements, and Landlord’s repair and
maintenance obligations under this Lease, City will repair and maintain at its cost the interior
portions of the Buildings and will keep the Buildings in good working order and in a safe and
sanitary condition, except for ordinary wear and tear and damage by casvalty or condemnation.
City will make any required repairs and replacements to the interior of the Buildings that
Landlord specifies in writing (a) at City’s cost, (b) by contractors or mechanics selected by City
and reasonably approved by Landlord, (¢) so that the interior portions of the Buildings will be at
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least substantially equal in quality, value, and utility to the original work or installation before
the damage, (d) in a manner and using equipment and materials that will not materially interfere
with or impair the operations, use, or occupation of the Buildings or the Building Systems, and
(e) in compliance with all applicable Laws, including any applicable contracting requirements
under City’s Charter and Administrative Code. At all times during the Term, promptly after
City’s reasonable notice, Landlord will provide City and its Agents with access to those portions
of the Buildings that are necessary to maintain or repair the telecommunications and data and
computer cabling facilities and equipment installed by City.

8.3. Liens

City will keep the Property free from liens arising out of any work performed, material
furnished, or obligations incurred by City during the Term. Landlord may post on the Property
any notices permitted or required by Laws or that are needed for the protection of Landlord, the
Land, or the Buildings, from mechanics’ and material suppliers’ liens. City will give Landlord at
least ten (10) days’ prior written notice of commencement of any repair or construction by City
on the Property.

9, UTILITIES AND SERVICES
9,1, Landlord’s Provision of Utilities

The Property is currently serviced by electricity, water, sewer and natural gas connections
to the Buildings, which shall be provided in good working order upon the Delivery of
Possession. City shall be responsible for contracting with, and paying for, each service provider
directly.

9.2,  City Obligation
(a) Janitorial Service

At its cost, the City will provide janitorial service as deemed necessary by the Tenant in
order to maintain the Buildings in a clean and safe condition.

(b) Security Service

At its cost, the City will provide its own security services and have the right to install its
own security.

9.3. INTENTIONALLY OMITTED
9.4. Disruption in Essential Utilities or Services

If any failure, stoppage, or interruption of any utilities or services to be furnished by
Landlord occurs, Landlord will immediately notify City of the failure, stoppage, or interruption;
diligently attempt to restore service as promiptly as possible; and keep City apprised of its efforts.
If Landlord is unable to supply any of the Building’s sanitary, electrical, heating, air
conditioning, water, elevator, fire protection and security, audio, video or electronic
communications, hazard detection and alarm, or other essential services serving the Property
(collectively, “Essential Services™) and that inability of Landlord impairs City’s ability to carry
on its business in the Property for (a) two (2) or more business days and it is in Landlord’s
reasonable control to restore the Essential Services or (b) five (5) or more consecutive business
days if the failure is not within Landlord’s reasonable control, then the Rent will be abated based
on the extent that the lack of the Essential Services impairs City’s ability to normally carry on its
business in the Property, or, alternatively at City’s election, City may provide the Essential
Services and offset the reasonable cost against the Rent next due under this Lease. The
abatement or right to provide the Essential Services and offset against Rent will continue until
the Essential Services have been restored so that the lack of any remaining Essential Services no
longer materially impairs City’s ability to catry on its business in the Property. Landlord will
use its best efforts to restore disrupted Essential Services as soon as possible. If the failure to
provide any Essential Services occurs for any reason continues for fifteen (15) days or more in
any continuous sixty (60)-day period after Landlord has been duly notified and that failure
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interferes with City’s ability to normally carry on its business in the Property, then, without
limiting any of its other rights or remedies under this Lease or at law or in equity, City may
terminate this Lease on written notice to Landlord, unless Landlord supplies City with evidence
reasonably satisfactory to City that the Essential Services will be reliably restored within sixty
(60) days after the date City’s use was first interrupted, and the Essential Services are actually
restored and reliable within the sixty (60)-day period. City will not be entitled to any abatement
of Rent or right to terminate if Landlord’s inability to supply Essential Services to City tesults
solely to the negligent acts or omissions of City and its Agents.

10. COMPLIANCE WITH LAWS; PROPERTY CONDITION
10.1, Landlord’s Compliance with Laws; Property Condition; Indemnity

Subject to Landlord’s obligations under Section 8.1 (Landlord’s Repairs), Landlord will
at all times during the Term keep the Property, Buildings, and the Building Systems in
compliance with applicable present or future federal, state, local, and administrative faws, rules,
regulations, orders, and requirements (collectively, “Laws”). Landlord represents and warrants
to City that, to the best of Landlord’s knowledge, as of the Delivery of Possession and substantial
completion of the Leaschold Improvements: (a) the physical structure, fixtures, and permanent
improvements of the Property (including the Leasehold Improvements) and all portions of the
Property and the Buildings along the path of travel to the Property (including the Buildings’
entrances, restrooms, elevators, lobbies, telephone banks, and drinking fountains), but expressly
excluding the second floor of the Buildings, will be as of the Delivery of Possession in
compliance with the requirements of the Americans With Disabilities Act of 1990, California
Code of Regulations Title 24, and all other applicable Laws intended to provide equal
accessibility for persons with disabilities (collectively, “Disabilities Laws™); (b) the Buildings
are not an unreinforced masonry building, and as of the Delivery of Possession will be, in
compliance with all applicable Laws relating to seismic safety (collectively, “Seismic Safety
Laws™); (¢) the Buildings, and Building Systems serving the Buildings as of the Delivery of
Possession will be, in full compliance with all applicable Laws relating fo fire and life safety
(including the San Francisco High-Rise Sprinkler Ordinance, to the extent applicable)
(collectively, “Life Safety Laws™); (d) the Buildings, and Building Systems serving the Property
as of the Delivery of Possession will be, in compliance with all other applicable Laws; and
(e) there will not be, as of the Delivery of Possession, any material physical or mechanical
defects in the Property, Buildings, or the Building Systems that would materially adversely affect
City’s intended use of the Property. Without limiting Section 16.2 {Landlord’s Indemnity),
Landlord will Indemnify City against any and all Claims (defined in Section 16.1 (City’s
Indemnity) below) arising out of (i) any failure of the Property, Buildings, Building Systems (or
any portion of any of them) to comply with applicable Laws; or (i) any misrepresentation by
Landlord under this Section.

10.2. City’s Compliance with Laws; Indemnity

City will use the Property during the Term in compliance with applicable Laws, except
that City will not be required to make any structural alterations, additions, or other modifications
in order to comply with applicable Laws unless the modifications are necessary solely because of
any Alterations to the Property made by City under Section 7 (Alterations) and the modifications
are not otherwise Landlord’s responsibility under this Lease. City will be responsible for
complying with any requirement of the Disabilities Laws relating to the placement of City’s
furniture or other City Personal Property and the operation of any programs in the Property, other
than any requirement relating to the physical structure, fixtures, and permanent improvements of
the Property or Buildings along the path of travel to the Property or Buildings, which are
Landlord’s obligation as provided in Section 10.1 (Landlord’s Compliance with Laws; Property
Condition; Indemnity). Without limiting Section 16.1 (City’s Indemnity), City will Indemnify
Landlord against any and all Claims arising out of City’s failure to comply with all applicable
Laws as provided in this Section.

10.3. City’s Compliance with Insurance Requirements
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Subject to City’s obligations per Section 17.1 (City’s Self-Insurance), City will not
conduct any use in or about the Property that would: (a) invalidate or be in conflict with any fire
or other casualty insurance policies covering the Buildings or any property located in the
Buildings, (b) result in a refusal by casualty insurance companies of good standing to insure the
Buildings or property in the Buildings in amounts reasonably satisfactory to Landlord or the
holder of any mortgage or deed of trust encumbering the Buildings, (¢) cause an increase in the
casualty insurance premium for the Buildings unless City agrees to pay the increase, or
(d) subject Landlord to any liability or responsibility for injury to any person or property solely
because of the business operation conducted by City in the Property; provided, however,
Landlord will provide City with reasonable prior written notice of any applicable insurance
requirements and no insurance requirements will materially and adversely interfere with City’s
normal business in the Property.

11.  SUBORDINATION

(a) Subject to subsection (b) below, this Lease is subject and subordinate at all
times to the following (each an “Encumbrance”): (i) any reciprocal easement agreements,
ground leases, or other underlying leases that may later be executed affecting Landlord’s interest
in the Property (or any portion of it), 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 be executed by Landlord at any time in any amount for which any part of the Property,
any ground lease, or underlying lease, or Landlord’s interest or estate in them is subject. But, if
the ground lessor, mortgagee, trustee, or holder of any mortgage or deed of trust (each an
“Encumbrancer”) elects to have City’s interest in this Lease be superior to its Encumbrance,
then, on City’s receipt of a notice from the Encumbrancer, this Lease will be deemed superior,
whether this Lease was executed before or after the date of the Encumbrance or the date of its
recording. The provisions of this subsection (a) are self-operative and no further instrument will be
required. At Landlord’s request, however, City will enter into a subordination, nondisturbance,
and attornment agreement (“SNDA”) with Encumbrancer in a form reasonably acceptable to
City and Encumbrancer evidencing the subordination or superiority of this Lease. City’s
covenant under this subsection (a) to subordinate this Lease to any Encumbrance is conditioned
on each senior instrument containing the commitments in subsection (b) below.

(b) If any mortgage or deed of trust to which this Lease is subordinate is
foreclosed or a deed in lieu of foreclosure is given to the mortgagee or beneficiary, or if any
ground lease or underlying lease to which this Lease is subordinate is terminated, then this Lease
will not be barred, terminated, cut off, or foreclosed and the rights and possession of City under
this Lease will not be disturbed unless an Event of Default has occurred and is continuing. City
will attorn to and become the tenant of the successor-in-interest to Landlord, provided that City
has received proper written notice of the succession and the name and address of the successor
landlord. The provisions of this Section 11(b) are self-operative and no further instrument will be
required. Landlord agrees, however, upon request by City and in a form reasonably acceptable to
City to cause any Encumbrancer to execute an SNDA evidencing the foregoing non-disturbance
provisions together with the priority or subordination of this Lease with respect to any such
Encumbrance.

12. DAMAGE AND DESTRUCTION

(a) If the Buildings or any Building Systems are damaged by fire or other
casualty, Landlord will repair the same without delay (and if Landlord is then carrying insurance
on the Leasehold Improvements or if, at its sole option, City makes sufficient funds available to
Landlord, Landlord will also repair the Leasehold Improvements) so long as the repairs can be
made under applicable Laws within sixty (60) days after Landlord obtains all necessary permits
but not later than two hundred ten (210) days after the date of the damage (the “Repair Period™).
If Landlord is obligated to repair as provided above, then this Lease will remain in full force and
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effect, except that City will be entitled to an abatement of Rent until the Buildings are restored to
their condition before the casualty, The abatement in Rent will be based on the extent to which
the damage, the making of the repairs, and reoccupying of the Buildings interferes with City’s
use of the Property. Landlord’s repairs will not include, and the Rent will 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 that is not covered by insurance.

(b)  Within thirty (30) days after the date of the damage, Landiord will notify
City whether, in Landlord’s reasonable judgment made in good faith, the repairs can be made
within the Repair Period. If the repairs cannot be made within the Repair Period, then either
party may terminate this Lease by giving written notice to the other given within thirty (30) days
after the date of Landlord’s notice. The termination date will be the date specified in the
termination notice, which date may be not less than thirty (30) or more than sixty (60} days after
Landlord’s notice. If either party elects to terminate this Lease, then the Rent will be reduced by
a proportionate amount based on the extent to which the damage interferes with the normal
conduct of City’s business in the Buildings and on the Property, and City will pay the reduced
Rent up to the date of termination. Landlord will refund to City any Rent previously paid for any
period after the date of termination.

{©) Notwithstanding the foregoing, if the Buildings are damaged or destroyed
by flood or earthquake, and the damage or destruction is not fully covered by insurance proceeds
payable under the insurance policies Landlord is required to carry under this Lease (excluding
any deductible, for which Landlord is solely responsible), then Landlord may terminate this
Lease by written notice to City within thirty (30) days after the date Landlord receives written
notice that the damage is not covered by insurance, Landlord’s termination notice must include
adequate written evidence of the denial of insurance coverage. [f Landlord does not elect to
terminate this Lease, then subsections (a) and (b) will apply.

(d)  If during the last six {6) months of the Term there is substantial damage
that Landlord would be required to repair under this Section, then within thirty (30) days after
the date of the damage Landlord or City may, each at its option, terminate this Lease as of the
date the damage occurred by giving written notice to the other party of its election to do so;

provided, however, Landlord may terminate this Lease only if it would take more than thirty (30}
days to repair the damage.

(e) The parties intend that the provisions of this Section fully govern their
rights and obligations in the event of damage or destruction. Accordingly, Landlord and City
cach waives and releases any right fo terminate this Lease in whole or in part under
Section 1932, subdivision 2, Section 1933, subdivision 4, and Sections 1941 and 1942 of the
Civil Code of California or under any similar Law now or later in effect, to the extent those
rights are inconsistent with the provisions of this Section.

13. FMINENT DOMAIN
13.1. Definitions

“Taking” means a taking or damaging, including severance damage, by eminent domain,
inverse condemnation, or for any public or quasi-public use under law. A Taking may occur
pursuant to the recording of a final order of condemnation, or by voluntary sale or conveyance in
lieu of condemnation, or in settlement of a condemnation action.

“Date of Taking” means the earlier of (a) the date on which title to the portion of the
Property taken passes to and vests in the condemnor or (b) the date on which City is
dispossessed.

“Award” means all compensation, sums, or anything of value paid, awarded or received
for a Taking, whether under any judgment, agreement, settiement, or otherwise.

13.2. General
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If during the Term or during the period between the Commencement Date of this Lease
and the Delivery of Possession, there is any Taking of all or any part of the Property or the
Buildings or any interest in this Lease, the rights and obligations of the parties will be
determined under this Section, City and Landlord intend that the provisions of this Section
govern fully in the event of a Taking and accordingly, Landlord and City each waives 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 later in
effect.

13.3. Total Taking; Automatic Termination

If there is a total Taking of the Property, then this Lease will terminate as of the Date of
Taking.

13.4. Partial Taking; Election to Terminate

(a) If there is a Taking of any portion (but less than all) of the Property, then
this Lease will 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 Property untenantable or
unsuitable for continued use by City for its intended purposes or otherwise materially adversely
affects City’s normal operations in the Property or access to the Property, (ii) the condition
rendering the Property untenantable or unsuitable or that materially adversely affects City’s
normal operations or limits access to the Property either is not curable or is curable but Landlord
is unwilling or unable to cure the condition, and (iii) City elects to terminate.

(b)  Ifa partial Taking of a substantial portion of the Property occurs, but
subsection (a) above does not apply, then within thirty (30) days after the Date of Taking either
City or Landlord may terminate this Lease by written notice to the other, provided that, as a
condition to City’s right to terminate, the portion of the Property taken must, in City’s reasonable
judgment, render the Property unsuitable for continued use by City for its intended purposes or
otherwise materially adversely affect City’s normal operations in the Property or access to the
Property.

() [f either party elects to terminate this Lease under this Section, then this
Lease will terminate on the later of the thirtieth (30") day after the written notice is given or the
Date of Taking.

13.5. Termination of Lease; Rent and Award

On termination of this Lease in its entirety under Section 13.3 (Total Taking; Automatic
Termination) or under Section 13.4 (Partial Taking; Election to Terminate), then: (a) City’s
obligation to pay Rent will continue up until the date of termination and then will cease, and
(b) Landlord will be entitled to the entire Award, except that City will receive any portion of the
Award for the unamortized cost of any Leasehold Improvements paid for by City and any Award
made specifically for City’s relocation expenses or the interruption of or damage to City’s
business or damage to City’s Personal Property.

13.6. Partial Taking; Continuation of Lease

If there is a partial Taking of the Property and this Lease is not terminated in its entirety
under Section 13.4 (Partial Taking; Election to Terminate) above, then this Lease will terminate
as to the portion of the Property taken, but will remain in effect as to the portion not taken, and
the rights and obligations of the parties will be as follows: (a) Rent will be equitably reduced
depending on the configuration or the Property and the portion taken (for instance, if the area of
the Property taken has no special or significant use, then the reduction may be by an amount that
is in the same ratio to the Rent as the area of the Property taken bears to the area of the Property
before the Date of Taking), and (b) Landlord will be entitled to the entire Award in connection
therewith, provided that City will receive any portion of the Award for the unamottized cost of
any Leasehold Improvements paid for by City in the portion of the Property taken and any
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Award made specifically for City’s relocation expenses or the interruption of or damage to City’s
business or damage to City’s Personal Property.

13.7. Temporary Taking

Notwithstanding anything to contrary in this Section, if a Taking of the Property occurs
for sixty (60) consecutive days or fewer, this Lease will remain unaffected by the temporary
Taking, and City will continue to pay Rent and to perform all of the terms, conditions, and
covenants of this Lease. In the event of a temporary Taking, City will be entitled to receive that
portion of any Award representing compensation for the use or occupancy of the Property during
the Term up to the total Rent owing by City and any out-of-pocket costs incurred by City due to
the temporary Taking for the period of the Taking.

14,  ASSIGNMENT AND SUBLETTING

City shall have the right to sublease up to 50% of the Property during the Lease Term
with Landlord’s prior written consent, which shall not be unreasonably withheld or delayed;
provided, that City’s sublease of more than 50% of the Property during the Lease Term shall also
require Landlord’s prior written consent, which may be withheld, but not delayed. Landlord shall
be entitled to retain 50% of any net subleasing or assignment profits after subtracting all costs in
instances where City has subleased more than 50% of the Property during the Lease Term.

Except as provided in this Section, City may not directly or indirectly sell, assign,
encumber, pledge, or otherwise transfer or hypothecate all or any part of its interest in or rights
with respect to the Property or its leasehold estate created by this Lease or permit all or any
portion of the Property to be occupied by anyone other than itself or sublet all or any portion of
the Property, without Landlord’s prior written consent in each instance, which will not be
unreasonably withheld, conditioned, or delayed. From time to time, on notice to Landlord, but
without Landlord’s consent, City may sublease, transfer this Lease, or the use and occupancy of
all or any of the Property to any non-profits, vendors or contractors of City and any department,
commission, or agency of the City and County of San Francisco for uses permitted under this
Lease, and notwithstanding an contrary provision contained in this Section 14 above or
elsewhere in this Lease, such sublease, transfer of the Lease, or use and occupancy shall not be
subject to any Landlord profit participation.

15.  DEFAULT; REMEDIES
15.1. Events of Defanlt by City
Any of the following will constitute an “Event of Default” by City:

(a)  After Landlord is qualified as an approved vendor as provided in
Section 4.104.13 (Payments by City) above, City fails to make any timely payment of Rent and
to cure the nonpayment within ten (10) business days after receipt of written notice of
nonpayment from 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 any Adjustment Date, City will have twenty (20) days after written notice
from Landlord to cure any nonpayment.

(b) City’s abandons the Property (within the meaning and under the
requirements of California Civil Code Section 1951.3).

() City assigns this Lease or subleases any portion of the Propeity in
violation of the terms of the Lease.

(d)  City fails to provide evidence of insurance (to the extent required in
Section 17.1), completed estoppel certificates, signed subordination agreements, or removal of
liens per Section 8.3 within the time provided in this Lease, which failure continues for fifteen
(15) business days after receipt of notice of default.

(e) City’s failure to perform any other of its covenants or obligations under
this Lease (not involving the payment of money) and failure to cure the non-performance within

Page 21 of 58
2177 Jerrold Ave.




thirty (30) days of the date of receipt of Landlord’s notice of the failure, provided that if more
than thirty (30) days are reasonably required for the cure, no Event of Default will occur if City
commences the cure within the thirty (30)-day period and diligently prosecutes the cure to
completion not later than ninety (90) days from the date of such notice from Landlord.

15.2. Landlord’s Remedies

On the occurrence and during the continuance of any Event of Default by City, Landlord
will have all rights and remedies available under law or granted pursuant to this Lease, including
the following:

(a)  The rights and remedies provided by California Civil Code Section 1951.2
(damages on termination for breach), including the right to terminate City’s right to possession
of the Property and to recover the worth at the time of award of the amount by which the unpaid
Rent for the balance of the Term after the time of award exceeds the amount of rental loss for the

same period that City proves could be reasonably avoided, as computed under subsection (b) of
Section 1951.2,

(b)  The rights and remedies provided by California Civil Code Section 1951.4
(continuation of lease after breach and abandonment), which allows Landlord to continue this
Lease in effect and to enforce all of its rights and remedies under this Lease, including the right
to recover Rent as it becomes due, for so long as Landlord does not terminate City’s right to
possession, if City has the right to sublet or assign, subject only to reasonable limitations.

(c) All rights and remedies of Landlord set forth in this Lease are cumulative
and in addition to all other rights and remedies available at law or in equity. Landlord may

exercise all rights and remedies concurrent with or subsequent to the exercise of other rights and
remedies.

15.3. Landlord’s Default

If Landlord fails to perform any of its obligations under this Lease, then (without limiting
any of City’s other cure rights under this Lease), at its sole option, City may cure the default at
Landlord’s expense if the default continues after ten (10) days after the date City gives notice to
Landlord of City’s intention to perform the cure, However, if a default occurs because of a cause
beyond Landlord’s control (excluding any financial inability to perform), and Landlord cannot
with due diligence cure the default within the ten (10)-day period, then the ten (10)-day period
will be extended if, promptly on receipt of City’s notice, Landlord advises City of Landlord’s
intention to take all steps required to cure the default, and Landlord promptly commences the
cure and diligently prosecutes the cure to completion. But if any default by Landlord continues
for sixty (60) days and materially impairs City’s ability to catry on its normal business on the
Propetty, then City may terminate this Lease on written notice to Landlord within thirty (30)
days after the expiration of the sixty (60)-day period. Subject to the other provisions of this
Lease relating to abatement of Rent, if Landlord fails to cure any default within the ten (10)-day
cure period provided above (as it may be extended as provided above), then, whether or not City
elects to cure Landlord’s default, the Rent will be abated based on the extent to which the default
interferes with City’s ability to carry on its normal business at the Property. City’s rights under
this Section and under any other provisions of this Lease will not limit in any way any of its
other rights and remedies under this Lease or at aw or in equity.

16. INDEMNITILES
16.1. City’s Indemnity

City will indemmify, defend, and hold harmless (“Indemnify”) Landlord and its Agents
from and against any and all claims, losses, damages, costs, and expenses, including reasonable
attorneys’ fees (collectively, “Claims”), incurred as a result of (a) City’s use of the Property, or
(b) any negligent acts or omissions of City or its Agents or Invitees in, on, or about the Property
or the Buildings; provided, however, City will not be obligated to Indemnify Landlord or its
Agents to the extent any Claim arises out of the negligence or willful misconduct of Landlord or
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its Agents. In any action or proceeding brought against Landlord or its Agents because of a
Claim Indemnified by City under this Section, at its sole option, City may elect to defend the
Claim by attorneys in City’s Office of the City Attorney, by other attorneys selected by City, or
both. City will have the right to control the defense and to determine the settlement or
compromise of any action or proceeding, provided that Landlord will have the right, but not the
obligation, to participate in the defense of the Claim at its sole cost, City’s obligations under this
Section will survive the termination of the Lease.

16.2, Landlord’s Indemnity

Landlord will Indemnify City and its Agents against any and all Claims incurred as a
result of (a) any default by Landlord in the performance of any of its obligations under this Lease
or any breach of any representations or warranties made by Landlord under this Lease, or (b) any
negligent acts or omissions of Landlord or its Agents in, on, or about the Property or the
Buildings; provided, however, Landlord will not be obligated to Indemnify City or its Agents to
the extent any Claim arises out of the negligence or willful misconduct of City or its Agents. In
any action or proceeding brought against City or its Agents because of a Claim Indemnified by
Landlord under this Section, at its sole option, Landlord may elect to defend the Claim by
attorneys selected by Landlord. Landlord will have the right to control the defense and to
determine the settlement or compromise of any action or proceeding, provided that City will
have the right, but not the obligation, to participate in the defense of any Claim at its sole cost.
Landlord’s obligations under this Section will survive the termination of this Lease.

17.  INSURANCE
17.1. City’s Self-Insurance

Landlord acknowledges that City maintains a program of self-insurance and City is not
required to carry any insurance with respect to this Lease. City assumes the risk of damage to
any of City’s Personal Property, except for damage caused by Landlord or its Agents.

17.2. Landlord’s Insurance

(a)  Atall times during the Term, Landlord will keep the Buildings insured
against damage and destruction by fire, vandalism, malicious mischief, sprinkler damage
(include carthquake sprinkler leakage) and other perils customarily covered under a cause of
loss-special form property insurance policy in an amount equal to one hundred percent (100%) of
the full insurance replacement value (replacement cost new, including debris removal and
demolition). Upon City’s request, Landlord will provide to City a certificate of insurance issued
by the insurance carrier, evidencing the required insurance. The certificate must expressly
provide that the policy is not cancelable or subject to reduction of coverage or otherwise subject
to modification except after thirty (30) days’ prior written notice to City (or, if the insurer refuses
to provide notice to the City, then Landlord will provide such thirty (30)-day prior notice to
City). Landlord waives any rights against City for loss or damage to the Buildings or any other
part of the Property to the extent covered by Landlord’s property insurance,

(b)  Inaddition, as Additional Charges reimbursable by City, Landlord wil
procure and keep in effect at all times during the Term insurance as follows: (i) commercial
general liability insurance with limits not less than One Million Dollars ($1,000,000) each
occurrence combined single limit for bodily injury and property damage, including contractual
liability, independent contractors, broad-form property damage, fire damage legal liability (of not
less than Fifty Thousand Dollars ($50,000)), personal injury, products and completed operations,
and explosion, collapse, and underground (XCU); and (ii) worker’s compensation insurance in
the amounts required by applicable Laws and employer’s liability with limits not less than One
Million Dollars ($1,000,000) cach accident. All insurance policies required by this Lease to be
maintained by Landlord must be endorsed to provide for thirty (30) days’ prior written notice of
cancellation for any reason, intended non-renewal, or reduction in coverage to Landlord and City

(or, if such endorsement is not available from the i insurer, Landiord will provide such notice to
City).
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(c) Landlord will maintain loss of rent coverage for a twelve (12) month
period.

(d)  Landlord will maintain such umbrella policy and additional coverage as it
reasonably determines necessary or as required by any Encumbrancer. The parties agree that the
minimums set forth in this Section 17.2 will be re-evaluated every five (5) years, and increased
to the extent consisted with similarly situated landlords and properties.

17.3. Waiver of Subrogation

Notwithstanding anything to the contrary in this Lease, Landlord waives any right of
recovery against City for any loss or damage relating to the Property or the Buildings or any
operations or contents in the Buildings, whether or not the loss is caused by City’s fault or
negligence, to the extent the loss or damage is covered by Landlord insurance that is required
under this Lease or any excess coverage otherwise held by Landlord or its Agents. Landlord will
obtain a waiver of subrogation endorsement from applicable insurance carriers issuing policies
relating to the Buildings, but Landlord’s failure to do so will not affect the above waiver.

18.  ACCESS BY LANDLORD

Landlord reserves for itself and any of its designated Agents the right to enter the
Property at all reasonable times and, except in cases of emergency (in which event Landlord will
give any reasonable notice), after giving City at least twenty four (24) hours® advance written
notice, to (a) inspect the Property, (b) supply any service to be provided by Landlord under this
Lease, (¢) show the Property or the Buildings to any prospective purchasers, mortgagees ot,
during the last six (6) months of the Term, tenants, (d) post notices of non-responsibility, and
(e) alter, improve, or repair the Property and any portion of the Buildings, and, for that purpose,
Landlord may erect, use, and maintain necessary structures in and through the Property where
reasonably 1equued by the work to be performed, provided that the entrance to the Property may
not be blocked. Landlord may not interfere with City’s use of the Property.

19.  ESTOPPEL CERTIFICATES

From time to time during the Term, by not less than thirty (30) days’ prior written notice
to the other party, either party may request the other party to execute, acknowledge, and deliver
to the persons or entities designated by the other party a certificate stating: (a) the
Commencement Date and Expiration Date of this Lease, (b) that this Lease is unmedified 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), (¢) that there are no defaults under this Lease (or if
s0, specifying the same), and (d) the date to which Rent has been paid.

20. SURRENDER OF PROPERTY

On the expiration or sooner termination of this Lease, City will surrender the Property to
Landlord in good order and condition, excepting reasonable use and wear and damage by fire or
other casualty or condemnation. Within ten (10) days after the Expiration Date, City will
remove from the Buildings or the Property, to the extent applicable, all of City’s Personal
Property, City’s telecommunications, data, and computer facilities and any Alterations City
desires or is required to remove from the Property under the provisions of Section 7.1
(Alterations by City). City will repair or pay the cost of repairing any damage to the Property or
the Buildings resulting from that removal. City will not be required to demolish or remove from
the Property any of the Leasehold Improvements. If City fails to remove all personal property in
accordance with this Lease Section, City will pay Landlord all actual costs incurred by Landlord
plus a five percent (5%) administrative fee upon receipt of an invoice from Landlord. City’s
obligations under this Section will survive the expiration or earlier termination of this Lease.

21,  HAZARDOUS MATERIALS
21.1. Definitions
As used in this Lease, the following terms are defined below:
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“Environmental Laws” means any Law relating to industrial hygiene, environmental
conditions, or Hazardous Material, whether now in effect or later adopted.

“Hazardous Material” means any material that, because of its quantity, concentration,
or physical or chemical characteristics, is deemed by any federal, state, or local governmental
authority to pose a present or potential hazard to human health or safety or to the environment.
Hazardous Material includes any material or substance defined as a “hazardous substance,” or
“pollutant” or “contaminant” under the Comprehensive Environmental Response, Compensation
and Liability Act of 1980 (“CERCLA”, also commonly known as the Superfund law), as
amended (42 U.S.C. Section 9601 et seq.), or under California Health & Safety Code
Section 25316; any “hazardous waste” listed under California Health & Safety Code
Section 25140; any asbestos and asbestos containing materials whether or not those materials are
part of the structure of the Building or are naturally occurring substances on or about the
Property; and petroleum, including crude oil or any fraction thereof, natural gas, or natural gas
liquids.

“Release” when used with respect to Hazardous Material includes any actual or imminent
spilling, leaking, pumping, pouring, emitting, emptying, discharging, injecting, escaping,
leaching, dumping, or disposing into or inside the Buildings, 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, each
of the following statements are true and correct, or will be true and correct as of the Delivery of
Possession: (a) the Property is not in violation of any Environmental Laws; (b) the Propetty is
not now, and has not been, used for the manufacture, use, storage, discharge, deposit,
transportation, or disposal of any Hazardous Material, except for the use of Hazardous Material
in limited quantitics as are customarily used in properties with similar zoning, which limited use
is and has been in compliance with Environmental Laws; (¢} the Property does not consist of any
landfill or contain any underground storage tanks; (d) the Buildings do not contain any asbestos-
containing materials or have building materials that contain any other Hazardous Material, and
the Building or the common areas of the Building do not contain any lead-based paints; (e) there
is and has been no Release of any Hazardous Material in the Buildings or in, on, under, or about
the Property; and (f) the Property is not subject to any claim by any governmental regulatory
agency or third party related to the Release of any Hazardous Material, and there is no inquiry by
any governmental agency (including 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 will
maintain the Property throughout the Term in compliance with all Environmental Laws that
could affect the health, safety, and welfare of City’s employees or City’s use, occupancy, or
enjoyment of the Property for their intended purposes.

21.3. Landlord’s Environmental Indemnity

Without limiting Landlord’s Indemnity in Section 16.2 (L.andlord’s Indemnity), Landlord
will Indemnify City and its Agents against any and all Claims arising during or after the Term
(a) as a result of any breach of any of Landlord’s representations, watranties, or covenants in the
preceding Section, or (b) in connection with any presence or Release of Hazardous Material in
the Building or on, undet, or about the Property, unless City or its Agents caused the Release.

214, City’s Covenants

Neither City nor its Agents will cause any Hazardous Material to be brought on, kept,
used, stored, generated, or disposed of in, on or about the Buildings or the Property, or
transported to or from the Buildings or the Property, in violation of any Environmental Laws.

21.5. City’s Environmental Indemnity
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If City breaches its obligations contained in the preceding Section 21.4 (City’s
Covenants), or if City or its Agents cause the Release of Hazardous Material from, in, on, or
about the Property, then City will Indemnify Landlord against any and all Claims arising during
or after the Term as a result of the Release, except to the extent Landlord or its Agents is
responsible for the Release. The foregoing Indemnity will not include any Claims resulting from
the non-negligent aggravation by City, its Agents, or Invitees of physical conditions of the
Buildings, or other parts of the Property, existing before City’s occupancy.

22.  SPECIAL PROVISIONS
22,1.  Grant of Option to Purchase

Landlord grants to City an exclusive and irrevocable option to purchase the Property
(the “Purchase Option™) for the price and on the terms and conditions set forth in this Section.

In the event that Landlord elects, in its sole discretion, to sell the Property, Landlord will
first notify Tenant in writing of such desire to sell (the “Offer Notice™), which notice will
include the purchase price for the Property (the “Purchase Price”). Tenant will have sixty (60)
days after receipt of the Offer Notice to notify Landlord in writing of Tenant’s election to
exercise its Purchase Option, at the Purchase Price. If Tenant fails to exercise its Purchase
Option as provided in the preceding sentence within such sixty (60) day period, then Landlord
will have the right to sell the Property to any party desired by Landlord and otherwise upon any
terms desired by Landlord, as long as the purchase price which such third party agrees to pay in
a written agreement of purchase and sale is not less than 92% of the Purchase Price included in
the Offer Notice. In the event that Landlord desires to accept, in its sole discretion, proceeding
with the third party transaction for a Purchase Price which is less than 92% of the Purchase Price
included in the Offer Notice, then Landlord must first reoffer the Property to City at such lower
price (and City will have sixty (60) days to exercise its Purchase Option at such lower price by
giving Landlord notice thereof'in writing). In the event of City’s timely exercise of its Purchase
Option hereunder, City will be obligated to purchase from Landlord and Landlord will be
obligated to sell and convey to City the Property for the Purchase Price and otherwise on the
terms and conditions provided herein.

23.  CITY PROVISIONS
23.1. MacBride Principles - Northern Ireland

The provisions of San Francisco Administrative Code Section 12F are incorporated into
this Lease by this reference and made part of this Lease. Landlord confirms that Landlord has
read and understood that City urges companies doing business in Northern Ireland to resolve
employment inequities and to abide by the MacBride Principles, and urges San Francisco
companies to do business with corporations that abide by the MacBride Principles.

23.2. Controller’s Certification of Funds

The terms of this Lease are governed by and subject to the budgetary and fiscal
provisions of City’s Charter. Notwithstanding anything to the contrary contained in this Lease,
there will be no obligation for the payment or expenditure of money by City under this Lease, as
may be extended from time to time, unless the Controller of the City and County of
San Francisco first certifies, under Section 3.105 of 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 are not appropriated, then City may terminate this Lease, without
penalty, lability, or expense of any kind imposed by Landlord against the City, as of the last date
on which sufficient funds are appropriated. City will use its reasonable efforts to give Landlord
reasonable advance notice of the termination,

23.3. Prevailing Wages and Working Conditions
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Any undefined, initially-capitalized term used in this Section has the meaning given o
that term in San Francisco Administrative Code section 23.61. Landlord will require its
Contractors and Subcontractors performing (i) labor in the construction of a “public work” as
defined in California Labor Code Section 1720 et seq. (which includes certain construction,
alteration, maintenance, demolition, installation, repair, carpet laying, or refuse hauling if paid
for in whole or part out of public funds), or (ii) Covered Construction at the Property to (A) pay
workers performing the work not less than the Prevailing Rate of Wages, (B) provide the same
hours, working conditions, and benefits as in each case are provided for similar work performed
in San Francisco County, and (C) employ Apprentices in accordance with San Francisco
Administrative Code Section 23.61 (collectively, “Prevailing Wage Requirements™). Landlord
will cooperate with City in any action or proceeding against a Contractor or Subcontractor that
fails to comply with the Prevailing Wage Requirements.

Landlord will include, and require its Contractors and Subcontractors (regardless of tier)
to include, the Prevailing Wage Requirements and the agreement to cooperate in City
enforcement actions in any Construction Contract with specific reference to San Francisco
Administrative Code Section 23.61. Each Construction Contract must name the City and County
of San Francisco, affected workers, and employee organizations formally representing affected
workers as third party beneficiaries for the limited purpose of enforcing the Prevailing Wage
Requirements, including the right to file charges and seck penalties against any Contractor or
Subcontractor in accordance with San Francisco Administrative Code Section 23.61.
Landlord’s failure to comply with its obligations under this Section will constitute a material
breach of this Lease. A Contractor’s or Subcontractor’s failure to comply with this Section will
enable City to seek the remedies specified in San Francisco Administrative Code Section 23.61
against the breaching party.

23.4. Non Diserimination in City Contracts and Benefits Ordinance
(a) Covenant Not to Discriminate

In the performance of this Lease, Landiord will not to discriminate against any
employee of Landlord, any City employee working with Landlord, any 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 HIV status (AIDS/HIV status), or
association with members of those protected classes, or in retaliation for opposition to
discrimination against those classes.

(b) Subcontracts

Landlord will include in all subcontracts relating to the Property a non-
discrimination clause applicable to the subcontractor in substantially the form of subsection (a)
above. In addition, Landlord will incorporate by reference in all subcontracts the provisions of
San Francisco Administrative Code Sections 12B.2(a), 12B.2{c)-(k}, and 12C.3 and require all
subcontractors to comply with those provisions. Landlord’s failure to comply with the
obligations in this subsection will constitute a material breach of this Lease.

(¢)  Non-Discrimination in Benefits

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

(d) CMD Form

As a condition to this Lease, Landlord will execute the “Chapter 12B Declaration:
Nondiscrimination in Contracts and Benefits” form (Form CMD-12B-101) with supporting
documentation and secure the approval of the form by the San Francisco Contract Monitoring
Division (the “CMD”). Landlord represents that before execution of the Lease: (i) Landlord
executed and submitted to the CMD Form CMD-12B-101 with supporting documentation, and
(ii) the CMD approved the form.

(e) Incorporation of Administrative Code Provisions by Reference

The provisions of San Francisco Administrative Code Chapters 12B and 12C
refating to non-discrimination by parties contracting for the lease of property to City are
incorporated into this Section by reference and made a part of this Lease as though fully set
forth. Landlord will comply fully with and be bound by all of the provisions that apply to this
Lease under Administrative Code Chapters 12B and 12C, including the remedies provided in
those Chapters. Without limiting the foregoing, Landlord understands that under San Francisco
Administrative Code Section 12B.2(h) a penalty of Fifty Dollars ($50) for each person for each
calendar day during which that 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.

23.5. 'Tropical Hardwood and Virgin Redwood Ban

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

(©) If Landlord fails to comply in good faith with any of the provisions of
San Francisco Environment Code Chapter 8, Landlord will 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 will be payable to the City and County of
San Francisco on demand and may be set off against any monies due to Landlord from any
contract with City.

23.6. Bicycle Parking Facilities

San Francisco Planning Code (the “Planning Code™) Article 1.5, Section 155.3 requires
that bicycle parking must be provided at City-leased buildings at no cost to Landlord. During the
Term, City will have the right to install and maintain, at no cost to Landlord, all Class 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.
Landlord and City will cooperate on selecting appropriate locations to install such facilities.

23.7. Resource-Efficient City Buildings

Landlord acknowledges that the City and County of San Francisco has enacted
San Francisco Environment Code Sections 700 to 713 relating to green building requirements for
the design, construction, and operation of City buildings. Landlord will comply with all
applicable provisions of those code sections.

23.8. Sunshine Ordinance
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In accordance with San Francisco Administrative Code Section 67.24(e), 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 contract 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 qualification for a contract, lease, agreement, or other benefit until and unless that
person ot organization is awarded the contract, lease, agreement, or benefit. Information
provided that is covered by this Section will be made available to the public on request.

23.9. Conflicts of Interest

Through its execution of this Lease, Landlord acknowledges that it is familiar with the
provisions of City’s Campaign and Governmental Conduct Code Article 111, Chapter 2 and
California Government Code Section 87100 et seq. and Section 1090 et seq., and certifies that it
does not know of any facts that would constitute a violation of those provisions. If Landlord
becomes aware of any such fact during the Term of this Lease, Landlord will immediately notify
City.

23.10. Notification of Prohibition on Contributions

By executing this Lease, Landlord acknowledges its obligations under Section 1.126 of
the City’s Campaign and Governmental Conduct Code, which prohibits any person who leases,
or seeks to lease, to or from any department of the City any land or building from making any
campaign contribution to (a) a City elected official if the lease must be approved by that official,
(b) a candidate for that City elective office, or (¢) a committee controlled by that elected official
or a candidate for that office, at any time from the submission of a proposal for the lease until the
later of either the termination of negotiations for the lease or twelve (12} months after the date
the City approves the lease. Landlord acknowledges that the foregoing restriction applies only if
the lease or a combination or series of leases or other contracts approved by the same individual
or board in a fiscal year have a total anticipated or actual value of one hundred thousand dollars
($100,000) or more. Landlord further acknowledges that (i) the prohibition on contributions
applies to each prospective party to the lease; any person with an ownership interest of more than
10 percent (10%) in Landlord; any subcontractor listed in the lease; and any committee that is
sponsored or controlled by Landlord; and (ii) within thirty (30) days of the submission of a
proposal for the Lease, the City department with whom Landlord is leasing is obligated to submit
to the Ethics Commission the parties to the lease and any subcontractor. Additionally, Landlord
certifies that it has informed each such person of the limitation on contributions imposed by
Section 1.126 by the time it submitted a proposal for the lease, and has provided the names of the
persons required to be informed to the City department with whom it is leasing.

23.11. Preservative-Treated Wood Containing Arsenic

Landlord may not purchase preservative-treated wood products containing arsenic in the
performance of this Lease uniess an exemption from the requirements of Environment Code
Chapter 13 is obtained from the Department of Environment under Environment Code
Section 1304. The term “preservative-treated wood containing arsenic” means wood treated
with a preservative that contains arsenic, elemental arsenic, or an arsenic copper combination,
including chromated copper arsenate preservative, ammoniac copper zinc arsenate preservative,
or ammoniacal copper arsenate preservative. 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” means a pressure-treated wood that is used for construction purposes or facilities
that are partially or totally immersed in saltwater.

24. GENERALLY APPLICABLE PROVISIONS
24.1. Notices
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Except as otherwise specifically provided in this Lease, any notice given under this Lease
must be in writing and given by delivering the notice in person or by commercial courier, or by
sending it by first-ciass mail, certified mail, return receipt requested, or Express Mail, return
receipt requested, with postage prepaid, to: (a) City at City’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) any other address designated by as either Landlord or City as its new address for notices by
notice given to the other in accordance with this Section. A properly addressed notice
transmitted by one of the foregoing methods will be deemed received upon confirmed delivery,
attempted delivery, or rejected delivery. For convenience of the parties, copies of notices may
also be given by email to the email address number set forth in the Basic Lease Information or
any other email address as may be provided from time to time, but, neither party may give
official or binding notice by email except that email notice may be provided along with a binding
notice.

24.2. No Implied Waiver

No failure by either party to insist on the strict performance of any obligation of the other
party under this Lease or to exercise any right, power, or remedy after a breach of this Lease will
constitute a waiver of any breach or of term, covenant, or condition. No acceptance of full or
partial Rent by Landlord while City is in default will constitute a waiver of the default by
Landlord. No express written waiver of any default or the performance of any provision if this
Lease will affect any other default or performance, or cover any other period of time, other than
the default, performance, or time specified in the express waiver. One or more written waivers
of a default or the performance of any provision of this Lease will 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 will not relieve the other party of any obligation to secure the
consent to any other or future instance under the terms of the Lease.

24.3. Amendments

The terms and provisions of this Lease may only be changed, waived, discharged, or
terminated by a written instrument signed by both parties. No waiver of any breach will affect or
alter this Lease, and each and every term, covenant, and condition of this Lease will continue in
full force and effect with respect to any other then-existing or subsequent breach. Whenever this
Lease requires or permits City’s consent or approval, the Director of Property, or his or her
designee, will be authorized to provide the consent or approval, except as otherwise provided by
applicable Law, including the Charter of the City and County of San Francisco. City’s
agreement to any amendments or modifications to this Lease (including the exhibits) may be
made on the sole approval of the Director of Property, or his or her designee; provided, however,
material amendments or modifications to this Lease (a) changing the legal description of the
Property, (b) increasing the Term, (¢) increasing the Rent, (d) changing the general use of the
Property from the use authorized under Section 5.1 (Permitted Use), and (e) any other
amendment or modification that materially increases City’s liabilities or financial obligations
under this Lease will also require the approval of City’s Board of Supervisors.

24.4, Authority

Landlord represents and warrants to City that it is the sole owner of the Property and the
execution and delivery of this Lease by Landlord does not violate any provision of any
agreement or any applicable Laws. 1f Landlord is a corporation, limited liability company, or a
partnership, each person executing this Lease on behalf of Landlord, by their signature,
covenants and warrants that Landlord is a duly authorized and existing entity, that Landlord is
qualified to do business in California, that Landlord has the full right and authority to enter into
this Lease, and that each person signing on behalf of Landlord is authorized to do so. On City’s
request, Landlord will provide City with evidence reasonably satisfactory to City confirming
these representations and warranties.

24,5, Parties and Their Agents; Approvals
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If applicable, the word “Landlord” will include the plural as well as the singular. The
term “Agents” when used with respect to either party includes the agents, employees, officers,
and contractors of the party, and the term “Invitees” when used with respect to City will include
the clients, customers, invitees, guests, licensees, assignees, or subtenants of City, All approvals,
consents, or other determinations permitted or required by City under this Lease, including
City’s exercise of any option, must be made by or through City’s Director of Property unless
otherwise provided in this Lease, subject to any applicable limitations in City’s Charter. If there
is more than one entity that comprises Landlord, the obligations and liabilities under this Lease
imposed on Landlord are joint and several.

24.6. Interpretation of Lease

The captions preceding the articles and sections of this Lease and in the table of contents
have been inserted for convenience of reference only and will in no way define or limit the scope
or intent of any provision of this Lease. Except as otherwise specifically provided in this Lease,
wherever Landlord or City is required or requested to give its consent or approval to any matter
or action by the other, the consent or approval will not be unreasonably withheld or delayed and
the reasons for disapproval of consent will be stated in reasonable detail in writing, Provisions in
this Lease relating to number of days will be calendar days, unless otherwise specified. If the
last day of any period to give notice, reply to a notice, or to take any other action occurs on a
Saturday, Sunday, or a bank or City holiday, then the last day for taking the action or giving or
replying to the notice will be the next succeeding business day. The words “include” or
“inciuding” or similar words will not be construed to limit any general term, statement, or other
matter in this Lease or any of its attached exhibits, whether or not language of non-limitation,
such as “without limitation” or similar words, are used.

24.7. Successors and Assigns

Subject to the provisions of Section 14 (Assignment and Subletting), the terms,
covenants, and conditions contained in this Lease will bind and inure to the benefit of Landlord
and City and, except as otherwise provided in this Lease, their personal representatives and
successors and assigns. There are no third-party beneficiaries to this Lease.

24.8. Brokers

Neither party has had any contact or dealings or communications regarding leasing the
Property through any licensed real estate broker or other person who could claim aright to a
commission or finder’s fee in connection with the lease of the Property, except for the broker, if
any, identified in the Basic Lease Information. That broker’s commission is Landlord’s sole
responsibility under a separate written agreement between Landlord and the broker, and City has
no liability for that commission. If any other broker or finder perfects a claim for a commission
or finder’s fee based on any contact, dealings, or communication, the party through whom the
broker or finder makes his claim will be responsible for the commission or fee and will
Indemnify the other party from any and all Claims incurred by the indemnified party. The
provisions of this Section will survive any termination of this Lease.

24.9. Severability

If any provision of this Lease or its application to any person, entity, or circumstance is
found to be invalid or unenforceable, the remainder of this Lease, or the application of the
provision to persons, entities, or circumstances other than those as to which it is invalid or
unenforceable, will not be affected by that finding, and each other provision of this Lease will 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.

24.19. Governing Law
This Lease will be construed and enforced in accordance with the laws of the State of
California and City’s Charter. Any legal suit, action, or proceeding arising out of or relating to
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this Lease shall be instituted in the Superior Court for the City and County of San Francisco, and
each party agrees to the exclusive jurisdiction of such court in any such suit, action, or
proceeding (excluding bankruptey matters). The parties irrevocably and unconditionally waive
any objection to the laying of venue of any suit, action, or proceeding in such court and
irrevocably waive and agree not to plead or claiin that any suit, action, or proceeding brought in
San Francisco Superior Court relating to this Lease has been brought in an inconvenient forum.

24.11. Entire Agreement; Incorporation of Exhibits

The parties intend that this Lease (including alf of the attached exhibits, which are made a
part of this Lease by this reference) are the final expression of their agreement with respect to the
lease of the Property and may not be contradicted by evidence of any prior or contempoeraneous
written or oral agreements or understandings. The parties further intend that this Lease will
constitute the complete and exclusive statement of its terms and that no extrinsic evidence
whatsoever (including prior drafts and changes) may be introduced in any judicial,
administrative, or other legal proceeding involving this Lease.

24.12. Holding Over

If City holds over in possession of the Property after the expiration of the Term with
Landlord’s consent, that holding over will not be deemed to extend the Term or renew this
Lease, and City’s tenancy will continue as a month-to-month tenancy until the tenancy is
terminated by either party by giving least thirty (30) days’ prior written notice of termination.
The month-to-month tenancy will be on all the terms and conditions of this Lease and at the
monthly Base Rent in effect during the last month of the Term or as Landlord and City may
mutually agree in writing. If City holds over without Landlord’s consent, the rent payable by
City during the period of holding over will be one hundred ten percent (110%) of the monthly
Base Rent in effect during the last month of the Term of this Lease, and the tenancy will
otherwise be on the terms and conditions contained in this Lease,

24.13. Cumulative Remedies

All rights and remedies of either party set forth in this Lease are cumulative, except as
otherwise specifically provided in this Lease.

24.14, Time of Lssence
Time is of the essence for all provisions of this Lease.
24.15. Survival of Indemnities

Termination of this Lease will not affect the right of either party to enforce any
indemnities and representations and warranties given or made to the other party, and it will not
affect any provision of this Lease that expressly states it will survive termination. With respect
to each of the indemnities contained in this Lease, the indemnitor has an immediate and
independent obligation to defend the indemnitees from any claim that actually or potentially falls
within the indemnity provision even if the claim is or may be groundless, fraudulent, or false,
and the obligation to defend arises at the time the claim is tendered to the indemnitor by the
indemnitee and continues at all times until resolved.

24.16. Signs

City may erect or post exterior signs on or about the Property with Landlord’s prior
approval. Landlord reserves the right to review and approve the placement, design, and plan for
before erecting or posting any sign, which review and approval will not be unreasonably
withheld or delayed. Interior signs not visible from the exterior of the Property are permitted as
provided under Article 7 (Alterations).

24.17. Quiet Enjoyment and Title
Landlord covenants and represents that it has full right, power, and authority to grant the
leasehold estate as provided in this Lease, and covenants that City, on paying the Rent and
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performing the covenants contained in this Lease, will peaceably and quietly have, hold, and
enjoy the Property and all related rights during the Term as against all persons or entities or on
account of any action, inaction, or agreement of Landlord or its Agents. Without limiting the
provisions of Section 16.2 (Landlord’s Indemnity), Landlord will Indemnify City and its Agents
against Claims arising out of any assertion that would interfere with City’s right to quiet
enjoyment as provided in this Section.

24.18. Bankruptcy

Landlord represents and warrants to City that Landlord has neither filed nor been the
subject of any filing of a petition under the federal bankruptcy law or any federal or state
insolvency laws or laws for composition of indebtedness or for the reorganization of debtors,
and, to the best of Landlord’s knowledge, no such filing is threatened. City’s leasehold estate
under this Lease includes all rights to receive and enjoy all services, facilities, and amenities of
the Property and the Buildings, as provided in this Lease. If any of the services, facilities, or
amenities are terminated, or materially limited or restricted because of any such case ot
proceeding, or for any other reason, City may (a) contract directly with any third-party provider
of those services, facilities, or amenities, and (b) offset against the Rent all reasonable costs and
expenses incurred by City in obtaining those services, facilities, or amenities.

24.19, Transfer of Landlord?®s Interest

Landlord may transfer its interest in the Property, the Buildings, or this L.ease to any
other financially responsible person or entity. 1f Landlord transfers its interest in the Property,
the Buildings, or this Lease to another other financially responsible person or entity, then
Landlord will be relieved of Landlord’s obligations under this Lease accruing from and after the
date of the transfer when (a) Landlord has provided notice to City of the name and address of
Landlord’s successor, {(b) Landlord has provided City with supporting documentation reasonably
acceptable to City demonstrating the transferee’s financial ability to assume this obligations
transferred to it by Landlotd, (¢) Landlord has transferred the Security Deposit, if any, to the
transferee, and (d) Landlord has delivered to City an express written assumption by the
transferee of all of Landlord’s obligations under this Lease.

24.20. No Personal Liability

Notwithstanding anything to the contrary in this Lease, no elected or appointed board,
commission, member, officer, employee, or other Agent of City will be personally liable to
Landlord, its successors, or its assigns for any City default or breach or for any amount that may
become due to Landlord or its successors or assigns, or for any obligation of City under this
Lease. Notwithstanding anything to the contrary in this Lease, no member, officer, employee, or
other Agent of Landlord wiil be personally liable to City, its successors, or its assigns for any
Landlord default or breach or for any amount that may become due to City or its successors or
assigns, or for any obligation of Landlord under this Lease.

24.21. Counterparts

This Lease may be executed in two or more counterparts, each of which will be deemed
an original, but all of which taken together will constifute one and the same instrument.

24,22, Effective Date and Commencement Date

This Lease will become effective on the date (the “Effective Date” and the
“Commencement Date™) that (a) City’s Mayor and Board of Supervisors, at their sole and
absolute discretion, adopt a resolution approving this Lease in accordance with all applicable
laws and (b) this Lease is duly executed by Landlord and City. Should the Commencement Date
occur on a day other than October 1, 2023, Landlord and City will execute a memorandum
substantially in the form provided in Exhibit C.

24.23. Certification by Landlord
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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. If Landlord or any of its officers or members
have been suspended, disbarred, disciplined, or prohibited from contracting with any
governmental agency, it will immediately notify City of that fact and the reasons for the
suspension, disbarment, discipline, or prohibition together with any relevant facts or information
requested by City. If there is any suspension, disbarment, discipline, or prohibition that may
result in the termination or suspension of this Lease, City may terminate this Lease on written
notice to Landlord. Landiord acknowledges that this certification is a material term of this
Lease.

24.24. INTENTIONALLY DELETED
24.25. Cooperative Drafting

This 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 Landlord. No party
will be considered the drafter of this Lease, and no presumption ot rule that an ambiguity will be

construed against the party drafting the clause will apply to the interpretation or enforcement of
this Lease.

NOTWITHSTANDING ANYTHING TO THE CONTRARY CONTAINED IN THIS LEASE, LANDLORD
ACKNOWLEDGES THAT NO OFFICER OR EMPLOYEE OF CITY HAS AUTHORITY TO COMMIT CITY TO
THIS LEASE UNLESS CITY’S BOARD OF SUPERVISORS HAS DULY ADOPTED A RESOLUTION
APPROVING THIS LEASE AND AUTHORIZING CONSUMMATION OF THE TRANSACTION CONTEMPLATED
BY THIS LEASE. THEREFORE, ANY OBLIGATIONS OR LIABILITIES OF CITY UNDER THIS LEASE ARE
CONTINGENT ON ADOPTION OF THAT RESOLUTION, AND THIS LEASE WILL BE NULL AND VOID
UNLESS CITY’S MAYOR AND BOARD OF SUPERVISORS APPROVE THIS LEASE, AT THEIR RESPECTIVE
SOLE AND ABSOLUTE DISCRETION, AND TN ACCORDANCE WITH ALL APPLICABLE LAWS, APPROVAL
OF THIS LEASE BY ANY DEPARTMENT, COMMISSION, OR AGENCY OF CITY WILL NOT BE DEEMED TO
IMPLY THAT THE RESCLUTION WILL BE ADCPTED AND NO SUCH APPROVAL WILL CREATE ANY
BINDING OBLIGATIONS ON CITY,

[end of Lease]
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Landlord and City have executed this Lease as of the date first written above.

[Landlord also acknowledges that they have read and understood the City's statement
urging companies doing business in Northern Ireland to move toward resolving
employment inequities, encouraging compliance with the MacBride Principles, and
urging San Francisco companies to do business with corporations that abide by the

MacBride Principles.]
LANDLORD: LAWRENCE B. STONE PROPERTIES #08,
a Washingtor ited liability p?
By: O Aemtie = . Pe
Name:
Its:
CITY: CITY AND COUNTY OF SAN FRANCISCO,

a municipal corporation

By:
ANDRICO Q. PENICK
Director of Property
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RECOMMENDED:

Shireen McSpadden
Executive Director

Department of Homelessness and
Supportive Housing

APPROVED AS TO FORM:
DAVID CHIU, City Attorney

By: Vincent Brown
Deputy City Attorney

Page 36 of 58
2177 Jerrold Ave.




EXHIBIT A

PROPERTY DESCRIPTION

1 PAGE ATTACHED
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EXHIBIT B
LANDLORD’S PRE-LEASE WORK

Notwithstanding anything to the contrary in this Lease, Landlord and City acknowledge and agree
that certain items of Landlord’s Pre-Lease Work will not be completed prior to the Effective Date
as defined in Section 24.22. Landlord and Landlord’s selected contractor will take all
commercially reasonable steps to complete Landlord’s Pre-Lease Work as efficiently as possible.

Landlord’s Pre-L.ease Work

1. Repair transition between asphalt and concrete portions of the parking lot, including
addressing any stormwater drainage issues;

2. Remove or disable the electrical security fencing;

3. Replace both restrooms on second floor of Building 1 with two single occupancy
restrooms;

4. Install an elevator system in Building 1;

5. Deliver all utilities (electric, water, sewer and natural gas, etc.) required for the Tenant’s
intended use;

6, Demolish Building 3;

7. Subject to City’s election, demolish shed structure attached to Building 2.

2177 Jerrold Ave.




EXHIBIT C
COMMENCEMENT DATE TEMPLATE

Date

Mr. Andrico Q. Penick

Director of Property

Real Estate Division

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

RE:  Acknowledgement of Commencement Date, Lease Between

(Landlord), and the CITY AND COUNTY OF
SAN FRANCISCO (Tenant), for premises known as

located at

Dear Mr. Penick:

This letter confirms 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:
Title:
Accepted and Agreed:
By:

. Andrico Q. Penick
Director of Property

Dated:

2177 Jerrold Ave.




EXHIBIT D
LEASEHOLD IMPROVEMENTS

SEE ATTACHED
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@ GERERIL
CENTRECTER
2177 Jerrold
ROM Budget Summary

Per Area Budget Based on Progress Set #05 dated 09.21.23

_ROMPRICING
Pre-Construction - MEP Design & Engineering $50,000
Building A (detail attached) $849,105
Building B - Warehouse (detail attached) $1,081,580
Exterior Yard - Cabins & RVs (detail attached) $2,864,752
HSH Furniture Fixtures and Equipment $500,000
Security $50,000
Data - WAP _ $50,000
Landscaping $50,000
Soft Costs - Architectural _ $50,000
Soft Costs - Engineering $50,000
Building Permits & Expediting $65,000
Special Inspections $30,000
Subtotal $5,690,437

iDuration Based Line Items 26 Weeks
General Conditions $7,500 per week $195,000
Progress Labor $2,600 per week $67,600

Allowance for on-site security for 24 hour
Security & Barricades protection or monthly fee for electrified $15,000
Debris Boxes $1,100 per haul off | (1) per week 528,600
Hazmat Abatement & Testing NIC - Owner Responsible Item NIC

Rental of temp facilities for duration of
Temporary Facilities project $30,000
Scaffold | Lift Rental Covered in Building B Budget -
Final Clean Allowance for final clean post construction $20,000
Parking Not in Contract - Assumes parking in yard NIC

Duration Based Line Item Subtotal $356,200

Per Floor + Duration Based Subto_tal $6,046,637
i % Based Line Items
Contingency 10% of overall Budget $604,664 S0
Pro Rata Insurance 316 | $1000 $106,421 S0
SF Payroll Tax $6 | $1,000 $40,546 $0
Overhead & Profit 5% of overall budget $339,913 0]
LB Stone Management Fee 5% of Project Total $356,909 S0

PROJECTTOTAL _$7,495,090 S0



2177 Jerrold
ROM Budget - Main Building A

First Floor (HSH)
Second Floor

Line Item

Interior Demolition

ADA Entry - Concrete

‘Rough Carpentfy
Reception Desk & Locked Cabinet @
Window

Millwork - 2nd Floor Break Room

Hardware Upgrade

Doors | Frames | Hardware - New

'Glazing

Drywall Patching

Drywall | Framing

Exterior Infill - Community Center

New Window - 2nd Floor

Floor Prep

Main Building A - HSH Scope

5,000
5,200

Preliminary Scope Descﬂption 5

Allowance for demo throughout

Allowance to remove and re-pour approximately 70 sgft of
concrete at the building entry. Allowance of $200 | sgft

Allowance for blocking and backing throughout
Not in Contract - Assumes to be a furniture item

Allowance for 9 LF of uppers and lowers with solid surface
counters and code compliant backsplash. Allowance of
$3,000 | LF

Allowance of $400 | door on the 2nd floor only (15 doors)
to replace existing hardware (not hinges) to make code

compliant and consistent throughout.
Progress Set #05

First Floor: (5) single doors @ $3,000 each

2nd Floor: (3) standard single Doors @ $3,000 each

2nd Floor: (1) Doors with Sidelights - $4,500 each (note door
and sidelight at Stair #01 is not required per HSH review of
building.

First Floor: Community Center Only, assumes reception area
all existing infrastructure & storage room under stair #01 to
remain as existing.

Allowance for new glazing at 2nd floor sidelights

Allowance for minimal demo scars, removal of existing
paneling, AC tile, wallcovering, lower cabinet with plumbing
in Office 35

1st Floor: Allowance for 109 LF of new drywall partitions on
the first floor in the community room only. Assumes 10’
high. Total of 1,090 square feet @ $20 | sqft

2nd floor: Allowance for 60 LF of new drywall partitions,
assume 10' high = 600 saft @ $20 | saft

Allowance to demo the existing roll up door and infill the
approximate 10 x 10 opening. Stucco application on the
exterior. Installation of a new exterior steel exit door with
non-electrified hardware.

Demo existing grille and install new window at the 2nd floor
clinic room. Touch up exterior paint.

VE Budget: Prep for 2nd floor only

Prep for new flooring throughout, note does not include
floor leveling.

___ROM BUDGET

$20,000
$14,000

$2,500
NIC

$27,000

$6,000

528,500

$750

$15,000

$33,800

$7,500

$2,500

$5,200

@

GENERIL
CENTRAETER



Flooring - VCT - 1st Floor

Flooring - VCT - 2nd Floor

Carpet - 2nd Floor

Rubber Base

Acoustic Grid & Tile

-Interior Paint

Exterior Paint

Window Blinds

:Bike Racks - Exterior
Evacuation Signage

'Wayfinding Signage (POT & Exits)
‘Tenant Signage - Interior & Exterior
Tenant Signage - Room ID

'MEP Safe Off

Fire Sprinkler Engineering
Fire Sprinkler Distribution

Trenching - Community Center

Plumbing

1st Floor - GN Restroom - Finishes

HVAC Engineering & Permits

Allowance for new VCT in the reception area only on the
first floor - 1,359 sqft. Note VCT in the offices seem to be in
good condition and can remain as-is.

Add Alt: VCT in the Warming Kitchen and the Laundry
Facility - 304 sqft @ $10 | sqft = $3,040.

Note: Remaining Community Room area and storage rooms
Assumes new VCT flooring on the 2nd floor in the clinic,
front client facing area designated on the 2nd floor and the
breakroom only - 1,616 sgft. At $10 | sqft.

Allowance for 3,584 or 425 yards @ $35 | sqyd for all areas
where VCT is not installed.

New rubber base on the 2nd floor and base throughout the
first floor community room

1st Floor: Limited scope, existing to remain as-is, tile
replacement as necessary for damaged or stained.

2nd Floor considered all new at the existing ceilings heights -

4,448 sqft. Note existing open ceiling in breakroom and
Office #31 (752 sqft) will remain as-is and not infilled with
Allowance of $5 | sqft x 10,200 sqft

Allowance of $650 to paint the roll up door opening at the
community center.

Blinds not in contract, assumes 2nd floor blinds to remain as-

is pending review for accessible code compliance.

If new are required. Assume 2nd Floor Only - (32) window
openings x $300 each for manual roller shades

Allowance for bike parking on the exterior of Building A
Allowance for evac signage, permits and inspections
throughout the building.

Allowance for wayfinding, POT and general room signage
Allowance for HSH Specific signage

Allowance for Room ID signage throughout

Allowance for safe off

Allowance for engineering for permit submission due to
new layout throughout

First floor covers head relocation for the new rooms in the
community center only - allowance of $5k. Reception area
to remain as-is.

2nd Floor - 5,200 square feet x 55

Allowance for 50 LF of trenching for the new restroom and
laundry facility. $200 | LF _

Allowance for plumbing throughout per Progress Set #05
(1) Unisex Restroom in the 1st floor

Warming kitchen sink

Laundry hookups for (4) washing machines + utility sink
2nd Floor break room sink and faucet

Demo and cap of existing sink in Room #35

Allowance for new GN restroom on the 1st floor Community

Room
Allowance for HVAC engineering and permits.

$13,590

$16,160

$14,875

$7,500

$45,980

$51,000
$650

NIC

$3,500
$15,000

$7,500
NIC
NIC

$12,500

$7,500

$31,000

$10,000

$75,000

$10,000
$7,500




HVAC - New Units

HVAC Distribution

Electrical - T24 & Engineering

Electrical - Power Distribution &
Lighting

Fire life Safety

Tel | Data
Security
AV

~ Assumed to be included in the $500k FF

VE Budget: We assume existing is in good working order and
to remain.

Allowance for new HVAC rooftop units - $12 | sqft x 10,200

1st Floor: Existing ductwork to remain on the first floor with
minor modifications only in the Community Center for new
rooms.

2nd floor - new ductwork distribution as needed. Existing
units and duct work to remain as-is where possible. - $10 |
sqgft

Allowance of electrical engineering, T24 and permits
1st Floor: All existing lighting to remain in the reception

area.

Allowance of $10,000 for new or re-configured power for
new layout/TVs, reception desk, etc.

Community Room = 2,700 sqft x $25 | sqgft for lighting and
power for new rooms.

2nd Floor: New lighting and controls throughout and
existing power to remain where possible. 5,200 | sqft x $20
| saft

Allowance for new nower distribution throughout
Allowance of $5 | sqft for FLS engineering, permits and

distribution throughout

_Allowance of $3 | sqft for hard wired data

Lump Sum Line Item carried on Summary Page
Allowance of 55 | sqft for security
Not in Contract
Subtotal

NIC

$79,000

$15,000

$181,500

$51,000
$30,600

NIC
$849,105

Furniture, Fixtures & Equipment (FF&E)

Desks & Chairs

‘Conference Room Tables & Chairs

Ancillary Furniture

Storage Room Shelving
Lockers

TVs & Mounts

Appliances

Warming Kitchen Appliances
Tenant Break Room Appliances
Laundry - Washers & Dryers
Warming Kitchen - Supplies &
Equipment




GERERLL
CONTRICTOR

2177 Jerrold

ROM Budget Warehouse B

Progress Set #04 Scope: Eliminates all restrooms, showers and utility per plan.

Line item
Progress #05
Restroom
Line item Preliminary Scope Description a _ | Scenario__
Lift | Scaffold _ ' ~ Allowance for (6) months @ $3,500 | month $21,000
. - Assumes 11,000 sqft x $3 | sqft for interior demolition
Int D lit 33,000
e included (2) story office and all MEP >
Il for alumi latf ADA tth
ADA Compliant Aluminum Platform Sllocaiee foraliminum platforsior ADA it the $15,000 ($15,000)
. restroom and shower trailers
Concrete Restoration - Vehicle Lift Remove tripping hazards and patch the [ift area. $15,000
t h 9,100 asquare feet of existi
N —— Allowance to pressure was asq xisting 49,100
concrete floor. $1 | sqft
Lump sum all for blocki backing f troom
Rough Carpentry - Blocking & Backing HERp . . o_wanu? O': RERARR SRR T ALl $2,500
accessories, mirrors in single use restroom and showers.
Al = -
RBaTCHERERI owance to patch existing penetrations and new roof $10,000
penetrations
RiowF - Kew | Baicl Esisiing Allowance for roof patching due to new penetrations and $12,500
existing penetrations that are removed.
Included non-insulated commercial door and spring
Commercial Garage Doors - New system, demo and removal of old, 3 year warranty - $52,000
56,500 each x (8) i
Allowance to infill where the (1) roll up door was removed
Exterior Infill for the installation of the new double door into the NIC
warehouse
Replace (1) existing door only on the backside of the
warehouse
Exterior - Steel Entry Doors T —_—— $3,500
Supply and install {1} new double door per plan. New steel
_ double door ($5.5k)
'DFH - Interior Doors (2) storage doors | (2) @ Electrical - @ $3,000 each $12,000
., Storage room (Partial height), electrical room only, gender 450,000
_ neutral restrooms
Allowance of $6 for 11,000 sqft of warehouse. Assumes
Interior Paint - Walls painting of all new gyp walls, ceilings. All interior $40,000
perimeter walls to be painted.
Landscaping Included in Landscaping summary line item -
MEP Safe Off Allowance for safe off of existing MEP $20,000
Portable Restrooms & Shower Facilities Purchase of (2) Shower & Restroom Trailers $286,000 (5286,000)
4" sani li 1" water line - (2) points of
Plumbing Connection - Shower Trailers samtz_:ry S line| 4" aaben ey poln SD $60,000 ($60,000)
. connection for rental shower and restroom facilities.
Fire Sprinkler Engineering Allowance for engineering and permits $15,000




FF&E - Tenant Furniture
Tables & Chairs
Couches | Picnic tables
Office Furniture & Chairs
Storage Racks

Building B underground proposal modifying the existing 4”
fire service at Building A and extending the 4"
underground supply to Building B. Scope includes adding a
new backflow prevention device at the property line.

ire Spri - i Buildi 88,000

ire Spritider.- hew Bervice taBuliding The Building B Riser will be located on the East side of the ?
Building just outside the Janitor’s Closet. Penetrate the
exterior wall 2’ AFF and locate the riser inside the Janitor’s
closet.
All fs12 ft x 11,000 for all new fire sprinkler

Fire Sprinkler - Distribution lloyanrEarpss | s P $77,000
distribution
All i itting for th

Mechanilcal = Engineering & Pernitts owance for design and permitting for the exhaust NIC

‘ system for all new restroom and showers.

Mechanical - Owner HVAC Units Not in Contract NIC
All he (2 dsh

T ——— ?wance for exhaust for the (2) restroom and shower $20,000
trailers

Mechanical - Heaters Not in Contract, assumes to be used as an outdoor space. NIC

Electrical - Title 24 Engineering & Permits  Allowance for T24 engineering and permits $7,500

' High Bay Lighti ly & minimal distributi

Electrical - Power & Lighting ig : ay Lighting On}/& minimal power distribution $120,000
Provide power to all lights and controls

Electrical - Switch Gear & Panel Allowance for new switchgear panel and infrastructure $39,480

Electrical - Shower & RR Trailers Allowance for electrical hook up for two trailers $40,000
All f$3 ft x 11,000 sqft for FLS desi d

Fite e Safety ; owance of $3 | sqft x sqft for esign an $33,000

B install
Lump Sum Line Item carried on Summary Page

Tel | Data o~ =

. Allowance for WAP throughout Building B

. Lump Sum Line Item carried on Summary Page

Security . -

. Allowance of $5 | sqft for security

AV Not in Contract NIC

Warehouse Building B Subtotal $1,081,580 |
[ i ~ Assumed to be included in the $500k FF&E Budget e

{$20,000)

(540,000)

($421,000)



GERERLL
@ CONIRICIOR

2177 Jerrold

ROM Budget Exterior Yard

Lineftem
Fence Demo & Temporary Fence

New Fence & Gates

Concrete @ Gate Entry
Electrical Path at Cabins - Access Gates

‘Paving and Grading
Seal Coat - Exterior yard

Site Striping

Exterior Bollards
Raised Wood Decks | Stairs | Ramps

Fort Lift Rental
(60) Boss Cubez
‘Boss Cube - Cabin Assembly and Install

Interior Cabin Flooring

Electrical - Boss Cubes

Trenching - Yard for Electrical

Exterior Murals

Landscaping

Plumbing - Exterior Yard Hose Bib Connections

___ Preliminary Scope Description _ ROMBUDGET
Demo fence as designated for replacement. $25,000
Replacement of Jerrold property line, Back section of Upton Alley fence
from maintenance shed to property line and the fence between the $175,000
employee parking and the main yard only. ’
Owner responsible for back fence at property line.

Allowance to remove and re-pour approximately 95 sqft of concrete at
pedestrian entry at the Jerrold gate. Allowance of $200 | sqft. Note this $19,000
will not be an ADA entrance based on existing grades.
Allowance of $750 | gate - (8) gates shown on plan. $6,000
Not in Contract - Assumed to be Landlord Scope _ NIC
Seal coat yard prior to striping , $22,000
Site Striping per the Progress Set #05 Plan Set

$17,500
Excludes any sport court re-surfacing, only standard traffic paint striping.
(10) bollards, assumes bollards are $875 each - $8,750
Progress Set #04 - 625 sqft @ $35 | sqft 521,875
Allowance for (3) months @ $3,500 | month $10,500
(60) Boss Cubes, supply only. Heater scenario included in pricing. $1,160,000
Assumes 1,500 hours to assemble the Cabins $552,977
VCT Installation in (60) cabins 486,400

8,640 sqft x $10 | sqft

Provide power to (8) new A2 cabins (20A Dedicated), Rough In + Trim Out

of Cabin; Assume 1 Fan, Outlet and Light each. Supply Excluded*

Provide power to {44) A cabins (20A Dedicated), Rough In + Trim Out of

Cabin; Assume 1 Fan, Outlet and Light each. Supply Excluded* $500,000
Provide Power to (8) B cabins: (20A Dedicated), Rough In + Trim Out of

Cabin; Assume 1 Fan, Outlet and Light each. Supply Excluded*®

Provide Power to Guard shed and RV Check-in, Gates and controls

Approx. 450 LF of trenching in the yard to bring power to the cabins and
RVs and motorized gates.

69
180 LF from Panel to back property line @ $125 | LF a5
270 LF for Cabins and RVs - $175 | LF
Not in Contract NIC

Lump Sum Line Item carried on Summary Page

Allowance for landscaping throughout. Assume astroturf areas and -
container plants throughout per plan. Excludes irrigation

Scope carries (5) exterior hose bibs along Building B

Covered in Building B Budget $17,500
Air compressor and wash hose



Fire Sprinklers Not in Contract - Assumes no requirements in Cabins or other structures. NIC

:Mechanlcal : Ex_tenor Heaters - Not | in Contract - - NIC
Electrical T24 Engmeermg & Permits Allowance for Title 24 Engmeerlng and permlts - ) - $7,500

(2) Pole Lights with LED heads
String Lighting — Supply and install approx. (300ft) LED outdoor string

Exterior Lighting & RV Power lighting $165,000
New 30 amp power to RV Parking (20)

Tﬁecfr;c_al - EV Charglng Stations (1) Shown on plan ) ' B ' 7 NIC

Fire Life Safety_ - - Not in Contract assumes not requ1red in Cabms - B NIC
Lump Sum Line Item carried on Summary Page

Tel | Data -
Allowance for Wi-Fi WAP Access Points in yard.

R - 7 Lump ‘Sum Line Item carried on Summary Page '

Security Allowance for security throughout the yard. Includes card readers at all -

entry points. _ _ _ _
Exterior Yard Subtotal  $2,864,752

FF&E
Cabin Furniture
7Yard Furniture

Exercise | Equnpment Court
‘Exercise Equipment - Welghts -
Tables and Chairs - Client Facing

Tables & Chairs - Employee Smoking Area



EXHIBIT E

APPROVED ADDITIONAL CHARGES FOR BATHROOM & SHOWER
CONSTRUCTION TO BE CONSTRUCTED BY LANDLORD IN CONJUNCTION
WITH THE TENANT IMPROVEMENTS.

CITY SHALL REMIT A MONTHLY ADDITIONAL CHARGE, OF $15,063.00, FOR 180
MONTHS, FIRST PAYMENT DUE UPON EFFECTIVE DATE OF THIS LEASE AS
DEFINED IN THIS LEASE, WITHOUT ANY ABATEMENT PERIOD.

THE MONTHLY PAYMENT REPRESENTS THE COST OF THE WORK

DESCRIPTION ATTACHED ($1,784,576.00 AMORTIZED OVER THE 15 YEAR
INITIAL LEASE TRM AND INCLUDING A 6% INTEREST RATE)
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2177 Jerrald

ROM Budget Warehouse B - Owner Showers & Restrooms

Standalone Budget for the Owner direct MF Restroom & Showers

[Warehouse Building B - Scope (H5H )

Interior Paint - Walls

Res!roqm;f!oqrjr:;p & MErr;b}ane .

FloorTile - Restrooms

FRP Panels All Restroom Ws{ls

Restroom Countertop Supports - In Wall Steel

Restroom Countenops

Restroom & Shower Room Accessories

Restroom Partitions
Mirrors

Plumbing

_Fire Sprinkler | Engineerlng e
Fire Sprinkler - Distribution

Mechanical - Engineering & Permits

Mechankal - Restroom Exhaust
Electrical - Title 24 Englneenng & Permits

Electrical - Power & Lighling

Fire |le Safety
Contingency
Pro Rata Insuran:e_i

'SiFT’avrulilTa;

‘Overhead & Proli:tr

Domestic Water Service
Sewer Connection

ROM #03
Line Item Preliminary Scope Description Progress #04
‘General Conditions o $7,500 per week - B $22,500
Progress Labor ~ $2,600 per week - _§7,800
Debris Boxes ~$1,100 per haul off | (1) per week N 513,200
_Hazmat Abatement &Teshng NIC- Owne_r_. d leltem CNIC
Temporary Facilities B Rental of temp facilities for duration of pro;ect B . $15,QDD_
Lift | Scaffold Allowance for (3) months @ $3,500 | month 1 $10,500
‘Exterior Warehouse - Saw cumng &Trenchsng Assumes 285 LF of trenching for the new restroom and shower $57,000
(Plumbing) ~Infrastructure. $200 | LF. Cut, break, trench, backfill and concrete patch. e
I t I
Roll Up Door Infill Allowance to infill where the roll up door was removed for the new 620,000
il - - restroom configuration. B o e
Saw cutting for new ADA Restrooms and Janitors Closet | utility Room at
Si - i NIC
U IV - Exterioropenings _exterfor wall - Assumes (6) openings at SlD 000 each i
Stru:turalS‘eeI ~Allowance fnrsteelsupports at the (E] new exterior_ _openlngs._ = NIC
L 1l for blocki i
Rough Carpentry - Blockmg " Backlng ump sum allowance for blocking an backing for restroom accessories, $15,000
mirrors and partitions. S ki
Roof Carpemry Allowance to pal(h exlstlng penetratinns and new roof penetratlons $10,000
Roof - New | Patch Existing Allowance for roof pz patchlng due to new penetrations and exlsling $12,500
— — . are removed. - FELC NS
‘Exterior - Steel Emrv Doors R | |
DFH - Interior Doors Assumes (4) interior doors per the progress #03 plan set @ $3,000 each $12,000
Allowance per the Progress #04 plan set. Includes joisted ceiling for dead /
non occupiable storage above the restroom cores. Assumes restroom cores
Drywall | Framing at1o' $150,000

Add Alt; 538,520 to rovide low walls at restroom ceiling for storage. 3/4"
fire treated plywood at restroom framing for storage. B

Allowance of SS for 1900 sqft of'd'rvwal\ in the restrooms and showers.
Assumes painting of all new gyp walls, ceilings.

Allowance of $5 | sqft for floor prep and waterpronfmembrane

Assume 1,900 square feet of floor tile in the restroom, includes cove base.

$38,000

_ 320 | sqft_ ==

_Assume 450 If of FRP par\els @ 8' high = 3,600 sqft @ $10 | sqﬁ - _ $36,000

Assume (24) sink supports in the MF RR and Shower rooms $250 per 46,000

support e e

(4) triple sink nk locations - 56 000 each $49,000

(5) double sink locations - $5,000 each e

Allowance of:

$20,000 each for the {2) MF RR $85,000

$20,000 each for the (2} shower rooms

$2,500 each for the (2} Janitors Closets

SSSGDOper mul\l ﬁxture restroomx(ZJ 570,000

Allowance for (5] Iarge safety mirrors @ $2 500 each 522,500

Penidng sub feedback, allowance for new restrooms and shawers per the $550,000

~ Progress #04 plan set. B

Al'awance for engineering and p permtts  $15,000

Allowanl:e cf$12 | sqftx 1,900 for all new f're sprinkler distribution $22,800

~ Allowance for design and permntmg forthe exhaust system for all new $7.500

restroom and showers. - pi

Allowance for exhaust for {2) MF RR, (2) shower rooms B - 540,000
_ MllowanceforT24 engineeringand permits $15,000

Provide power and lighting in restrooms only. $75,000

Supply of all Lights in Restrooms: Allowance (50} 4" LED Down lights iz

Allowance of $5 | sqft x 1,900 saft for FLS design and install __$9,500

Subtotal

10% of overall Budget e

— : ~ $1,546,380

$16 | $1000 524,742
e . - N $1,571,122

$6 | $1,000 - 89,427

- $1,580,549

5% of overall budget - B = 479,027

Warei-\ouse Restrooms & Showers Only S;,SSB,S?EW

ROM Budget - Bul g Services
~ Meter upgrade - 21/2" $50,000
Sewer lateral upgrade to 6" S ~ S715,000
eGSR ~ Service Upgrade Subtotal  $125,000

Subtulal

Si8as

—

Total divided by 180 months plus 6% Interest equals monthly Rent Rate
Annual Base Rent

$15,063
$180,756



EXHIBIT I¥

WORK LETTER
2177 Jerrold Ave.

This Work Letter is part of the Lease dated as of November 1, 2023 (the “Lease™),
executed concurrently with this Work Letter, by and between Lawrence B. Stone Properties #08,
LLC, a Washington limited liability company, as Landlord, and the City and County of
San Francisco, as Tenant, covering the Property, as defined in the Lease. All terms that are
capitalized but not defined in this Work Letter have the same meanings given to them in the
Lease.

Landlord, per Sections 4.15 and 6.1 of the Lease (except as otherwise specifically set
forth below), and through its general contractor reasonably approved by City (the
“Contractor”), will construct, furnish, and install in the Buildings the improvements shown on
the Construction Documents finally approved by City under Paragraph 1 below (the “Leasehold
Improvements” and the construction, furnishing and installation of the Leasehold

Improvements, the “Leasehold Improvement Work™), in accordance with the provisions of this
letter.

I. Plans and Specifications

a. Schematic Design Documents. City and Landlord have approved the
schematic design plans for the Leaschold Improvement Work dated 11/2/2023, prepared by
Costa Brown Architectare (the “Schematic Design Documents™) in accordance with the
program requirements of City; provided, however, that approval will not limit Landlord’s
obligations under this Work Letter or the Lease.

b. Design Development Documents. Based on the approved Schematic
Design Documents and any adjustments approved by City, on or before sixty (60) days after the
City approves and executes the Lease,, Landlord will cause its architect or space planner
approved by City (the “Architect™) and ifs qualified and licensed engineer approved by City (the
“Engineer”™) to prepare and submit to City for its approval plans and specifications expanding in
greater detail the representations of the Schematic Design Documents and fixing and describing
the size and character of the Leasehold Improvements, including architectural, structural,
mechanical, electrical, fire and life safety systems, materials, and other elements as may be
appropriate, together with fully developed floor plans, interior elevations, reflected ceiling plans,
and wall and building sections (collectively, the “Design Development Documents™). The
Design Development Documents must show the following:

i location of all demolition;

il location and type of all partitions;

i, focation and type of all doors, with door hardware specifications;

iv. location of telephone equipment room, with all special electrical
and cooling requirements;

v, location and type of all electrical outlets, switches, telephone
outlets, and lights;

vi. location and type of all computer and other equipment requiring

special electrical requirements;
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vil.  location, weight per square foot, and description of any heavy
equipment or filing system exceeding 50 pounds per square foot live and dead load;

viii. requirements for special air conditioning or ventilation for the
Buildings;

ix. Jocation of all heating and air conditioning ducts;

X. location, type, and color of floor covering;

xI. location, type, and color of all window treatment;

xii.  ceiling plans including light fixtures;

xiii.  location of sprinklers;

xiv.  location, type, and color of wall covering;

XV. location, type, and color of paint or finishing;

xvi.  location and type of plumbing;

xvii. location and type of kitchen equipment;

xviii. disabled accessibility standards, including any improvements to the
lobbies, corridors, drinking fountains, telephone banks, elevators, elevator vestibules, stairs, stair

vestibules, and restrooms on all floors of the Building in which the Premises are located,

xix, any modifications needed to increase the existing raised floor
areas;

xx. location, capacity, and type of any water tower or chilling
equipment or air conditioning equipment;

xxi. location and type of any backup generator;

xxil. location, type, and capacity of any underground storage tank;
xxiil. critical dimensions for construction; and

xxiv. other interior improvement work required by City.

The Design Development Documents are subject to approval by City as provided in
Paragraph 1.¢ below.

c. Construction Documents. Based on the approved Design Development
Documents and any further adjustments approved by City, on or before thirty (30) days after the
City approves the Design Development Documents, Landlord will cause its Architect and
Engineer to prepare and submit to City for its approval final plans, specifications, and working
drawings for the Leasehold Improvements, setting forth in detail all aspects of the design,
function, and construction of the Leasehold Improvements, in form sufficient for bidding of all
elements of construction, and in conformity with all of the requirements of this Work Letter
(collectively, the “Construction Documents™). The Construction Documents are subject to
approval by City in accordance with Paragraph [.e below
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d. Design in Accordance with City’s Requirements. City has prepared and
submitted to Landlord documents that outline City’s space requirements for the Buildings.
Landlord’s Architect will design the Buildings and prepare all plans and specifications, including
the Design Development Documents and Construction Documents, in conformity with the
documents. Landlord’s Architect will consult and hold periodic meetings with City and its
architectural consultants and space planners in the preparation of the Design Development
Documents and Construction Documents.

e, City’s Approval of Plans, The Design Development Documents and
Construction Documents (and any Landlord Change Orders, as described below) are subject to
approval by City, which approval will not be unreasonably withheld or delayed, in accordance
with the following procedure. After Landlord submits the Design Development Documents,
Construction Documents, or proposed Change Order to City, City will have five (5) business
days to notify Landlord of its disapproval of any element of any of them and of the revisions that
City reasonably requires in order to obtain approval. As soon as reasonably possible, but not later
than ten (10) business days after receipt of City’s disapproval notice, Landlord will submit to
City documents incorporating the required revisions. The revisions will be subject to City’s
approval, which will not be unreasonably withheld or delayed. If City fails to notify Landlord of
any objection to the revisions within five (5) business days after receipt, then the revisions will
be deemed approved by City.

f. Payment for Plans. Landlord will pay the costs of preparing the
Schematic Design Documents, Design Development Documents, and the Construction
Documents and those costs will be reimbursed by City as a portion of the City LI Share deducted
from the Allowance (as defined in Paragraph 4.b below), subject to City’s prior approval of the
costs as provided in Paragraph 4.c below. Landlord will provide City evidence of the costs by
invoices and other substantiation as City may reasonably require.

2. Changes to Approved Construction Documents,

i City Change Orders, If following its approval of the Construction
Documents, City requests any change, addition, or alteration thereto relating to the design or
specifications of the Leasehold Improvement Work (“City Change Order™), Landlord will
cause the Architect or Engineer, as applicable, to prepare plans and specifications for the change,
addition, or alteration. Within five (5) business days of City’s request, Landlord will notify City
of the cost that would be incurred resuiting from the proposed City Change Order and any delay
in the anticipated date of Substantial Completion that would result from the City Change Order.
If City approves the cost of the City Change Order within five (5) business days of receipt from
Landlord, then Landlord’s Contractor will proceed with the City Change Order as soon as
reasonably practicable. If City does not approve the cost within the five (5)-business day period,
then construction of the Leasehold Improvements will proceed in accordance with the original
completed and approved Construction Documents. City will be responsible for the cost actually
incurred by Landlord in the preparation of the plans and specifications for any City Change
Order, as evidenced by invoices or other substantiation reasonably required by City.

it Landlord Change Orders. If after City’s approval of the
Construction Documents, Landiord requests or is required by a third party or government agency
to make any change, addition, or alteration thereto relating to the design or specifications of the
Leasehold Improvement Work (“Landlord Change Order™), Landlord will provide City with
proposed plans and specifications for the change, addition, or alteration, together with notice of
any delay in the anticipated date of Substantial Completion that would result from the Landlord
Change Order. Any Landlord Change Order will be subject to City’s prior written approval, in
accordance with Paragraph 1.e above. No approval by City of any Landlord Change Order will
relieve or modify Landlord’s obligations to complete the construction of the Leasehold
Improvements in accordance with the approved Construction Schedule, or limit any of City’s
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rights or remedies under this Work Letter or under the Lease. Landlord will be solely
responsible for the cost of the Landlord Change Order, including the costs of preparing the plans
and specifications, and none of the costs for or related to any Landlord Change Order will be
paid or deducted from the Allowance.

iii. Appointment of Representatives. City and Landlord will each
designate and maintain at all times during the design and construction period a project
representative (“Representative”), and an alternate for the Representative (“Alternate”), each of
whom will be authorized to confer and attend meetings and represent such party on any matter
relating to this Work Letter. Landlord and City may not make any inquiries of or requests to,
and will not give any instructions or authorizations to, any other employee or agent of the other
party unless otherwise authorized by the other party, including the other party’s architect,
engineers, consultants, and contractors or any of their agents or employees, regarding matters
associated with this Work Letter. The initial Representatives and Alternates are:

Landlord: Representative — Nick Czapla (509) 209-3531_
Alternate — Jasper Coulter (509) 789-8661

City: Representative — Joanne Park (415) 336-3355

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 must 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 must be made
in writing.

2. Permits

a. Responsibility for Obtaining Permits. Landlord is responsible for
obtaining all governmental permits and approvals required to commence and complete the
Leasehold Improvement Work, and promptly on receipt of any permit or approval, Landlord will
deliver copies to City. To the extent of its proprietary capacity as a Tenant, and not in its
regulatory capacity as any Agency or Department, City will assist with the permit and approval
process and provide any documentation and authorizations reasonably requested by Landlord.
Landlord will use commercially reasonable efforts to obtain all needed approvals and permits on
or before Five months (150 days) following the Commencement Date defined in the Lease.
Iandlord is responsible for calling for all inspections required by City’s Department of Building
Inspection.

3. Construction

a. Construction of Leaschold Improvements. After City’s approval of the
Construction Documents, Landlord will cause the Leasehold Improvements to be constructed
and installed in a good and professional manner in accordance with sound building practice and
in conformity with the Construction Documents, as revised by any approved Change Orders, and
the terms of this Work Letter. City will not have any obligation for any work except as provided
in this Work Letter.

b. Construction Schedule. Landlord will commence construction of the
Leasehold Improvements within ten (10) calendar days after approval of all required permits for
construction in accordance with the approved Construction Documents, and will diligently
pursue construction to completion, all in accordance with the construction schedule to be
delivered by Landlord to City ten (10) calendar days after approval of all required permits for
construction (the “Construction Schedule”).
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c. Status Reports: Inspections. Landlord will keep City apprised of the status
of permit approval and the progress of construction. Landlord or its Contractor will furnish City
with monthly reports on construction. From time to time during the design and construction of
the Leasehold Improvements, after reasonable advance oral or written notice to Landlord, City
may enter the Buildings at reasonable times to inspect the Buildings, and City will use
commercially reasonable efforts not to interfere with the construction. Landlord or its
Representative may accompany City during any inspection.

d. General Conditions. Landlord shall be responsible for the performance of
all Leasehold Improvement Work by Landlord in accordance with the following terms and
conditions:

i. All of the Leasehold Improvement Work must be performed in
compliance with all Laws bearing on construction of the Leasehold Improvements;

il Without limiting the foregoing, the construction of the Leasehold
Improvements must comply with all requirements of the Americans With Disabilities Act of
1990 and Title 24 of the California Code of Regulations and all other applicable Laws intended
to provide equal accessibility for persons with disabilities (collectively, “Disabled Access
Laws™).

iii. Landlord and its Contractor are responsible for all required
insurance to the extent specified in the Lease; and

iv, Landlord will require at least three (3) competitive bids from
subcontractors in each trade for ali Leasehold Improvement Work, unless City has pre-approved
particular subcontractors and Landlord obtains a bid from such subcontractor commensurate with
the current market.

e. Cooperation. Landlord will cooperate at all times with City in timely
completing the Leasehold Improvements. Landlord will resolve any and all disputes arising out
of the Leasehold Improvements Work in a manner that will allow work to proceed expeditiously.

f. Telecommunications, Data and Computer Cabling Installation Work to be
Performed by City. At City’s cost, City or its consultants and contractors will perform surveys
and develop plans and specifications for the installation of telecommunications, data, and
computer cabling for City’s occupancy of the Buildings. Landlord, under City's direction and
with equipment and cabling selected and paid for by City, will be responsible for providing
telecommunications, data, and computer cabling up to the point where it is stubbed out in the
Building’s core area. Landlord will cause Contractor to cooperate reasonably with City and its
consultants, contractors, and subcontractors during ali surveying work and the installation of the
telecommunications, data, and computer cabling and coordinate that work with the Leasehold
Improvement Work. The foregoing obligation will include an obligation to give City and its
consultants, contractors, and subcontractors access and entry to the Buildings and sufficient
opportunity and time during each work day without separate charge, to enable the instaliation of
City’s telecommunications, data, and computer cabling. That access must include reasonable
access to the clevator in the Building designated for freight use (i} on a non-exclusive basis
during normal business hours and (ii) on an exclusive basis after hours as reasonably needed
from time to time. Landlord understands that the conduit for the telecommunications, data, and
computer cabling will be included in the Construction Documents and installed by Contractor.

g. Asbestos Related Work. If City, its consultants, contractors or
subcontractors encounter any asbestos containing matetials (“ACM”) in the Building in
connection with the installation of City’s telecommunications, data, and computer cabling,
Landlord will be responsible for all legally required work or other work necessary relating to the
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proper containment, abatement, removal, and disposal of the ACM and all costs related to the
ACM. Such costs of asbestos remediation work will be performed at Landlord’s sole cost and
expense, and will not be deducted from the Allowance defined in the Lease. Any delay due to

the presence of unknown ACM in the Building will be considered a Landlord Delay (defined
below).

h. Construction Improvements that Disturb or Remove Exterior Paint.
Landlord, on behalf of itself and its agents, employees, officers, and contractors, will comply
with all requirements of the San Francisco Building Code Chapter 34 and all other applicable
Laws, including the California and United States Occupational and Health 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, its
agents, employees, officers, and contractors will 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 or potentially 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 under San Francisco Building Code Chapter 34 does not constitute notification to
City as Tenant under the Lease and similarly that notice under the Lease does not constitute
notice under San Francisco Building Code Chapter 34. Further, Landlord and its agents,
employees, officers, and contractors, when disturbing or removing exterior or inferior lead-based
or presumed lead-based paint, will not use or cause to be used any of the following methods:
(i) acetylene or propane burning and torching; (ii) scraping, sanding or grinding without
containment barriers or a High Efficiency Particulate Air filter (“HEPA”) local vacuum exhaust
tool; (iii) hydroblasting or high-pressure wash without containment barriers; (iv) abrasive
blasting or sandblasting without containment barriers or a HEPA vacuum exhaust tool; and
(v) heat guns operating above 1,100 degrees Fahrenheit. Landlord will comply with the
requirements of California Code of Regulations Title 17 when taking measures that are designed
to reduce or eliminate lead hazards. 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 on 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. This
Section will apply only to the extent lead-based paint is actually encountered. Landlord shall be
solely responsible for all costs associated with compliance with the requirements of this
paragraph; such expenses shall not be paid from the Allowance.

4, Reimbursement Payments for Work

a. Accessibility Improvements. Through its approved Contractor, Landlord
will furnish and install all improvements that are required to bring the Buildings and the
Common Areas serving the Buildings, including the lobbies, corridors, telephone banks, drinking
fountains, elevators, elevator vestibules, stairs, stair vestibules, restrooms, and signage in all
those areas, into full compliance with all Disabled Access Laws and City’s work plan in
accordance with Paragraph 3.d.ii. above. All costs of that work will be performed at Landlord’s
sole cost and expense, and will not be deducted from the Allowance.

b. Other Leasehold Improvement Work. Subject to Paragraph 4.a above,
Landlord will pay for the cost of constructing and installing the Leasehold Improvements defined
in the Lease as Exhibit D. If the actual costs of the Leasehold Improvement Work incurred by
Landlord exceed the Allowance, Landlord will be solely responsible for the additional expense.
City shall reimburse Landlord, upon receipt of an invoice from Landiord (“Reimbursement
Invoice™) beginning 2 months (60 days) following start of construction, and every 2 months (60
days) thereafter through complete payment of the City TI Share as defined in Section 6 of the
Lease. City shall pay the Reimbursement Invoices within thirty (30) days of receipt of required
documentation in accordance with subparagraph d below. City will not be responsible for, and
neither shall the Allowance nor the City LI Share be used for, any review, supervision,
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administration, or management fees of any person or entity, any overhead or other general
expenses of Landlord or any other person or entity, and any charges for parking or use of hoists
or freight elevators, or for remediation of lead-based paint, asbestos, mold or any other
contaminants or toxic materials. City will be responsible for the costs of the

telecommunications, data, and computer cabling work to as described in subparagraph 3(f)
above.

c. City’s Approval of Costs. The costs of the Leasehold Improvement Work
must be set forth in a detailed construction budget prepared by Landlord and approved by City.
The approved construction budget must show all costs funded by the Allowance and any other
costs to be paid by City in line items in cost categories. The initial City-approved construction
budget is attached to the Lease as Exhibit D. If the Leasehold Improvements cannot be
completed in strict conformity with the most recently approved construction budget, Landlord
must immediately submit to City for its approval a revised construction budget and identify to
City changes in line items and the reasons for the changes. If further changes are required, then
Landlord will seek City’s approval, following the same procedures.  City may approve or
disapprove any construction budget or revisions in its reasonable judgment. City will not
unreasonably delay its approval or disapproval. The most recently approved construction budget
will supersede all previously approved budgets.

d. Required Documentation of Costs. Landlord will provide City with copies
of (i) all invoices received by Landlord from the Contractor in connection with the construction
of the Leasehold Improvements, (ii) satisfactory evidence of payment of the invoices, including
unconditional lien waivers, or if the invoices have not been paid, conditional lien waivers; all
lien waivers must meet the requirements of California Civil Code Section 8124 and be in the
form prescribed by California Civil Code Sections 8132, 8134, 8136, and 8138, as applicable,
and be exccuted by each subcontractor and material supplier, and (iii) any additional supporting
documentation substantiating the Contractor’s right to payment as City may reasonably require,
such as copies of requisitions from subcontractors and material suppliers.

5. Substantial Completion

a, Construction Schedule. Landlord will use commercially reasonable efforts
to complete the Leasehold Improvement Work on or before the date that is One Calendar Year
(365 days) after the Commencement Date of the Lease, , except as extended by Tenant Delays
and Unavoidable Delays (as defined in Paragraph 6 below). When construction progress
permits, but not less than fifteen (15) days before substantial completion, Landlord will notify
City of the date that the Leasehold Improvement Work is anticipated to be substantially
completed in accordance with the approved Construction Documents and the provisions of the
Lease and this Work Letter. Landlord will notify City when the Leaschold Improvement Work is
in fact Substantially Completed and the Buildings are ready for occupancy by City. Promptly
after City receives Landlord’s notice of substantial completion, City or its representatives will

accompany Landlord or its architect on an inspection of the Buildings on a mutually agreeable
date.

b. Substantial Completion, The Leasehold Improvements will be deemed to
be “Substantially Completed” when (i) all necessary inspections required for occupancy of the
Buildings have been completed and signed off as approved by the appropriate governmental
authority(ies), (ii) a temporary or permanent certificate of occupancy for City’s occupancy of the
Premises has been issued by the appropriate governmental authority, and (iii) the Architect
reasonably determines and certifies in writing to City that the Leasehold Improvements have
been Substantially Completed in accordance with the Construction Documents to the extent
necessary to enable City to occupy the Buildings and to conduct its normal business operations
in the Buildings without unreasonable impairment or interference, but subject to “punchiist”
items, the completion of which will not unreasonably interfere with City’s normal business
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operations at the Buildings. At its option, City may approve the Leasehold Improvements even
though there remain defective or incomplete minor details that would not interfere with City’s
use. In addition, City may present to Landlord at its inspection of the Buildings or within fifteen
(15) days after acceptance of the Premises, a written “punchlist” consisting of any incomplete
details or items that have not been finished in accordance with the Construction Documents and
the terms of the Lease and this Work Letter. Landlord will promptly complete all defective or
incomplete items identified in the punchlist, within, but not more than fifteen (15) business days
after the delivery of the punchlist. City’s failure to include any item on the punchlist will not
alter Landlord’s responsibility under the Lease or this Work Letter to complete all Leasehold
Improvement Work in accordance with the Construction Documents and comply with the terms
of the Lease and this Work Letter, or constitute a waiver of any latent defects.

6. Delays in Construction

a. Unavoidable Delays. “Unavoidable Delays” means any delays by reason of
acts of nature, strikes, lockouts, other labor disputes, inability to obtain labor or materials after
using diligent and timely efforts, enemy action, civil commotion, epidemics, pandemics, and
related governmental orders and requirements (and private sector responses to comply with those
orders and requirements); protests; riots; demonstrations; or by any other reason without fault
and beyond the reasonable control of the party obligated to perform. If an Unavoidable Delay
occurs, the party affected by the Unavoidable Delay will give prompt written notice to the other
of the event causing the Unavoidable Delay and the length of the projected delay in performance,
and will continue to keep the other party regularly informed of the status of the Unavoidable
Delay. Under no circumstances may the number of days of Unavoidable Delays asserted with
respect to the Leasehold Improvement Work exceed a total of one hundred twenty (120) days.

b. Tenant Delays. Subject to any Unavoidable Delay, City will be
responsible for any delay in the construction of the Leasehold Improvements resulting
proximately from any of the following (collectively, “Tenant Delays™): (i) City’s failure to
review the plans and specifications within the time provided in this Work Letter, (ii) City Change
Orders to the Construction Documents, and (iii) City’s failure to review any costs to be included
in the Allowance within the time provided in this Work Letter. Tenant Delays in the completion
of construction of the Leasehold Improvement Work will extend the date for Substantial
Completion for each day of the Tenant Delay.

c. Landlord Delays; Liquidated Damages. NOTWITHSTANDING ANYTHING TO
THE CONTRARY IN THE LEASE, IF LANDLORD’S DELIVERY OF POSSESSION OF THE PROPERTY TO
CITY IS DELAYED BECAUSE OF LANDLORD’S FAILURE TO COMPLETE CONSTRUCTION OF THE
LEASEHOLD IMPROVEMENTS BEFORE ONE CALENDAR YEAR (365 DAYS) FOLLOWING THE
COMMENCEMENT DATE DEFINED IN THE LEASE (AS EXTENDED BY UNAVOIDABLE DELAYS
AFFECTING LANDLORD OR ITS CONTRACTOR IN ACCORDANCE WITH SUBSECTION A ABOVE AND
TENANT DELAYS), THEN LANDLORD WILL PAY TO CITY ONE THOUSAND DOLLARS ($1,000) FOR
EACH DAY OF DELAY, AS LIQUIDATED DAMAGES AND AS CITY’S SOLE AND EXCLUSIVE REMEDY
EXCEPT FOR CITY’S TERMINATION RIGHTS. THE PARTIES HAVE AGREED THAT CITY’S ACTUAL
DAMAGES IN THE EVENT OF DELAY WOULD BE EXTREMELY DIFFICULT OR IMPRACTICABLE TO
DETERMINE. THEREFORE, BY PLACING THEIR INITIALS BELOW, THE PARTIES ACKNOWLEDGE THAT
THEY HAVE AGREED ON THE SUM SPECIFIED ABOVE, AFTER NEGOTIATION, AS THEIR REASONABLE
ESTIMATE OF CITY’S DAMAGES CAUSED BY THE DELAY. NOTWITHSTANDING ANYTHING TO THE
CONTRARY IN THIS WORK LETTER OR THE LEASE, THE AGGREGATE LIQUIDATED DAMAGES PAID BY
LANDLORD WILL NOT EXCEED THREE PERCENT (3%) OF THE APPROVED COSTS OF THE LEASEHOLD
IMPROVEMENTS.

Initia% City
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7. (eneral Provisions.

a. Notices. Except as may be otherwise specifically provided in this Work
Letter, any notice given under this Work Letter must be in writing and given by delivering the
notice in person, by commercial courier or by sending it by first class mail, certified mail with a
return receipt requested, or Express Mail, return receipt requested, with postage prepaid, and
addressed to the parties as follows;

City: Real Estate Division
25 Van Ness Avenue, Suite 400
San Francisco, CA 94102
Attn: Director of Property

Landlord: Lawrence B. Stone Properties #08, LLC
PO Box 3949
Spokane, WA 99220
Attn: Jasper Coulter

or any other address as a party may designate to the others as its new address for notices by
notice given to the others in accordance with the provisions of this paragraph. A properly
addressed notice transmitted by one of the foregoing methods will be deemed received upon
confirmed delivery or attempted delivery. Neither party may give official or binding notice by
email, provided that email notice may be used concurrently with another method of giving
official notice. In the event urgent response is required, either party may give email notice so
long as official notice is promptly given thereafter.

b. Landlord’s Duty to Notify City. Landlord will promptly notify City in
writing of (i) any written communication that Landlord may receive from any governmental,
judicial, or legal authority giving notice of any claim or assertion that the Property, Buildings, or
Leasehold Improvements fail in any respect to comply with applicable Laws; (ii) any known
material adverse change in the physical condition of the Property, including any damage suffered
as a result of earthquakes; and (iit) any known default by the Contractor or any subcontractor or
material supplier, or any known material adverse change in the financial condition or business
operations of any of them.

c. Prevailing Wages and Apprentices. Any person performing labor in the
construction of the Leasehold Improvements that Landlord is obligated to provide under this
Work Letter will be paid not less than the highest prevailing rate of wages and Landlord will
include in any contract for construction of the Leasehold Improvements a requirement that all
persons performing labor under the contract will be paid not less than the highest prevailing rate
of wages for the labor performed. In connection with the construction of the Leasehold
Improvements under this Work Letter, Landlord will comply with all the provisions of
subsection (b) of San Francisco Charter Section A7.204 and Section 6.22(E) of the San Francisco
Administrative Code. In addition, if the Leasehold Improvements are Covered Construction (as
defined in San Francisco Administrative Code Section 23.61), Landlord will require its
contractors and subcontractors (regardless of tier) to pay the Prevailing Rate of Wages (as
defined in San Francisco Administrative Code Section 23.61), employ Apprentices (as defined in
San Francisco Administrative Code Section 23.61), and comply with all the provisions of
Section 23.3 of the Lease, and San Francisco Administrative Code Section 23.61 of the regarding
the Leasehold Improvements.

d. Tropical Hardwood and Virgin Redwood Ban.

A. Except as expressly permitted by the application of
San Francisco Environment Code Sections 802(b) and 803(b), neither Landlord

nor any of its contractors may provide any items to City in the construction of the
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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. City urges companies not to import, purchase,
obtain or use for any purpose, any tropical hardwood, tropical hardwood product,
virgin redwood, or virgin redwood wood products.

C. If Landlord fails to comply in good faith with any of
the provisions of Chapter 8 of the San Francisco Environment Code, Landlord
will be liable for liquidated damages for each violation in any amount equal to
Landlord’s net profit on the contract, or five percent (5%) of the total amount of
the contract dollars, whichever is lower. Landlord acknowledges and agrees that
the liquidated damages assessed will be payable to City on demand.

e. Days: Incorporation of Exhibits. Unless otherwise provided in this Work
Letter, all periods specified by a number of days will refer to business days. Saturdays, Sundays,
and recognized City holidays will not constitute business days. Exhibits _ attached to this
Work Letter, are made a part of this Work Letter by this reference.

f. Approvals. City is entering into this Work Letter in its proprietary
capacity and not as a regulatory agency with certain police powers. Notwithstanding anything to
the contrary in this Work Letter or the Lease, no approval by City of the plans for the Leasehold
Improvements (including the Design Development Documents or Construction Documents or
Change Orders), completion of the Leasehold Improvement Work or any other approvals by City
under this Work Letter or the Lease will be deemed to constitute approval of any governmental
or regulatory authority with jurisdiction over the Property. All approvals or other determinations
of City as Tenant under this Work Letter or the Lease may be made by City’s Director of
Property unless otherwise specified.

8. Time of the Essence. Time is of the essence with respect to all provisions of this
Work Letter where definite time for performance is specified, including the date for Substantial
Completion.

2177 Jerrold Ave.




The parties have executed this Work Letter as of the date of the Lease.
LANDLORD: Lawrence B. Stone Properties #08, LLC,

a Washington limited liability ?any

Its:

By:

Its:

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

By:
ANDRICO Q. PENICK
Director of Property

RECOMMENDED:

Shireen McSpadden
Executive Director
Department of Homelessness and Supportive

Housing

APPROVED AS TO FORM:
DAVID CHIU, City Attorney

By:

Vincent Brown
Deputy City Attorney

2177 Jerrold Ave.
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. . .. Received On:
San Francisco Ethics Commission
25 Van Ness Avenue, Suite 220, San Francisco, CA 94102 File #: 231197
Phone: 415.252.3100 . Fax: 415.252.3112
ethics.commission@sfgov.org . www.sfethics.org Bid/RFP #:

Notification of Contract Approval
SFEC Form 126(f)4
(S.F. Campaign and Governmental Conduct Code § 1.126(f)4)
A Public Document

Each City elective officer who approves a contract that has a total anticipated or actual value of $100,000 or
more must file this form with the Ethics Commission within five business days of approval by: (a) the City elective
officer, (b) any board on which the City elective officer serves, or (c) the board of any state agency on which an
appointee of the City elective officer serves. Formore information, see: https://sfethics.org/compliance/city-
officers/contract-approval-city-officers

1. FILING INFORMATION
TYPE OF FILING DATE OF ORIGINAL FILING (for amendment only)

original
AMENDMENT DESCRIPTION - Explain reason for amendment

2. CITY ELECTIVE OFFICE OR BOARD
OFFICE OR BOARD NAME OF CITY ELECTIVE OFFICER

Board of Supervisors Members

3. FILER’S CONTACT

NAME OF FILER’S CONTACT TELEPHONE NUMBER
Angela calvillo 415-554-5184
FULL DEPARTMENT NAME EMAIL
Office of the Clerk of the Board Board.of.Supervisors@sfgov.org
NAME OF DEPARTMENTAL CONTACT DEPARTMENT CONTACT TELEPHONE NUMBER
Dylan Schneider 628-652-7742
FULL DEPARTMENT NAME DEPARTMENT CONTACT EMAIL
HOM Homelessness and Supportive Housing dylan.schneider@sfgov.org

SAN FRANCISCO ETHICS COMMISSION — SFEC Form 126(f)4 v.12.7.18 1
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DocuSign Envelope ID: 193C18A4-C02E-437A-8AD6-9EA2DDB607F8

5. CONTRACTOR

NAME OF CONTRACTOR TELEPHONE NUMBER
LAWRENCE B." STONE PROPERTIES #08, LLC 509-789-8656
STREET ADDRESS (including City, State and Zip Code) EMAIL
P.0. Box 3949 Spokane, WA. 99220-3949 NickCzapla@LBStoneProperties.com

6. CONTRACT

DATE CONTRACT WAS APPROVED BY THE CITY ELECTIVE OFFICER(S) | ORIGINAL BID/RFP NUMBER | FILE NUMBER (If applicable)
231197

DESCRIPTION OF AMOUNT OF CONTRACT

$2,469,606 base annual rent and $5,866,869 in tenant improvements

NATURE OF THE CONTRACT (Please describe)

15-year Tease for real property located at 2177 Jerrold Avenue.

7. COMMENTS

8. CONTRACT APPROVAL

This contract was approved by:
|:| THE CITY ELECTIVE OFFICER(S) IDENTIFIED ON THIS FORM

A BOARD ON WHICH THE CITY ELECTIVE OFFICER(S) SERVES

E] Board of Supervisors

THE BOARD OF A STATE AGENCY ON WHICH AN APPOINTEE OF THE CITY ELECTIVE OFFICER(S) IDENTIFIED ON THIS FORM SITS

SAN FRANCISCO ETHICS COMMISSION — SFEC Form 126(f)4 v.12.7.18 2
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9. AFFILIATES AND SUBCONTRACTORS

List the names of (A). members of the contractor’s board of directors; (B) the contractor’s principal officers, including chief
executive officer, chief financial officer, chief operating officer, or other persons with similar titles; (C) any individual or entity
who has an ownership interest of 10 percent or more in the contractor; and (D) any subcontractor listed in the bid or
contract.

# LAST NAME/ENTITY/SUBCONTRACTOR FIRST NAME TYPE

1 Czapla Nick coo

2 Stone Lawrence Other Principal officer

10

11

12

13

14

15

16

17

18

19

SAN FRANCISCO ETHICS COMMISSION — SFEC Form 126(f)4 v.12.7.18 3
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9. AFFILIATES AND SUBCONTRACTORS

List the names.of (A) members of the contractor’s board of directors; (B) the contractor’s principal officers, including chief
executive officer, chief financial officer, chief operating officer, or other persons with similar titles; (C) any individual or entity
who has an ownership interest of 10 percent or more in the contractor; and (D) any subcontractor listed in the bid or
contract.

# LAST NAME/ENTITY/SUBCONTRACTOR FIRST NAME TYPE

20

21

22

23

24

25

26

27

28

29

30

31

32

33

34

35

36

37

38

SAN FRANCISCO ETHICS COMMISSION — SFEC Form 126(f)4 v.12.7.18 4
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9. AFFILIATES AND SUBCONTRACTORS

List the names.of (A) members of the contractor’s board of directors; (B) the contractor’s principal officers, including chief
executive officer, chief financial officer, chief operating officer, or other persons with similar titles; (C) any individual or entity
who has an ownership interest of 10 percent or more in the contractor; and (D) any subcontractor listed in the bid or
contract.

# LAST NAME/ENTITY/SUBCONTRACTOR FIRST NAME TYPE

39

40

41

42

43

44

45

46

47

48

49

50

I:I Check this box if you need to include additional names. Please submit a separate form with complete information.
Select “Supplemental” for filing type.

10. VERIFICATION ‘

I have used all reasonable diligence in preparing this statement. | have reviewed this statement and to the best of my
knowledge the information | have provided here is true and complete.

| certify under penalty of perjury under the laws of the State of California that the foregoing is true and correct.

SIGNATURE OF CITY ELECTIVE OFFICER OR BOARD SECRETARY OR DATE SIGNED
CLERK

BOS Clerk of the Board

SAN FRANCISCO ETHICS COMMISSION — SFEC Form 126(f)4 v.12.7.18 5



. 49 South Van Ness Avenue, Suite 1400
=7 San Francisco San Francisco, CA 94103
"EATINR] 628.652.7600
www.sfplanning.org

August 9, 2023

Joanne Park, Principal Real Estate Development Analyst

San Francisco Department of Homelessness and Supportive Housing
440 Turk Street

San Francisco, CA 94102

Re: Temporary Shelter at 2177 Jerrold Avenue
Planning Department / Environmental Review Officer Concurrence
California Environmental Quality Act (CEQA) Exemption per AB 101

To Whom It May Concern:

This memorandum is in response to correspondence from the Department of Homelessness and Supportive
Housing dated August 8, 2023, requesting Planning Department confirmation that no environmental review is
required for the use of the existing parcel at 2177 Jerrold Avenue as a temporary low-barrier, non-congregate
shelter for adults experiencing homelessness. The proposed shelter would consist of 60 “tiny cabins” and 20
parking spaces for individuals and couples living in their vehicles, as well as restrooms and showers, lobby and
front desk, elevator, office spaces, meeting rooms, warming kitchen, clinic, and community room/dining space in
an existing building. The program will accept couples and pets and provide guests with storage facilities for their
POSSessions.

This memorandum confirms that the temporary shelter at 2177 Jerrold Avenue is not subject to the California
Environmental Quality Act (CEQA) under the terms California Government Code Sections 65660 — 65668, also
known as AB 101. AB 101 provides that a low barrier navigation center that meets certain criteria and is located in
a mixed-use zoning district or a non-residential zone that permits multifamily uses is a “use by right” and is not
subject to CEQA. (See Government Code Section 65660(b)). A “use by right” is defined in Government Code
Section 65583.2(i) to mean that the local government’s review of the use may not require a conditional use
permit, planned unit development permit, or other discretionary local government review or approval that
would constitute a “project” for purposes of CEQA.

The zoning designation for 2177 Jerrold Avenue is PDR-2 District: Core Production, Distribution, and Repair. The
district allows a mix of uses, including automotive, entertainment, industrial, institutional uses, and certain retail
sales uses. The intent of this District is to encourage the introduction, intensification, and protection of a wide
range of light and contemporary industrial activities. The district prohibits new housing, large office
developments, large-scale retail, and the heaviest of industrial uses, such as incinerators. A homeless shelter that
is owned, operated, or leased by the City and County of San Francisco is a principally permitted used in the PDR-
2 District pursuant to Planning Code Section 210.3. During a declared shelter crisis, Homeless Shelters that
satisfy the provisions of California Government Code Section 8698.4(a)(1) shall be principally permitted and may

P B EE Para informacién en Espafiol llamar al Para sa impormasyon sa Tagalog tumawagsa  628.652.7550



August 9,2023 2177 Jerrold Avenue

be permanent. If such a use is to be located within a building or structure, the building or structure must be
either (a) preexisting, having been completed and previously occupied by a use other than a Homeless Shelter,
or (b) temporary. Other than qualifying Homeless Shelters constructed during a declared shelter crisis,
construction of a permanent structure or building to be used as a Homeless Shelter is not permitted. A
“Homeless Shelter” under Government Code section 8698.4 is defined as “a facility with overnight sleeping
accommodations, the primary purpose of which is to provide temporary shelter for the homeless that is not in
existence after the declared shelter crisis. A temporary homeless shelter community may include supportive and
self-sufficiency development services. A “homeless shelter” shall include a parking lot owned or leased by a city,
county, or city and county specifically identified as one allowed for safe parking by homeless and unstably
housed individuals.” The shelter program at 2177 Jerrold meets this definition under the Government Code.

We have reviewed the correspondence dated August 8, 2023, from the Department of Homelessness and
Supportive Housing explained how the temporary shelter at 2177 Jerrold Avenue complies with the criteria set
forth in AB 101 and concur in its findings. The temporary shelter meets the definition of a low barrier navigation
center set forth in Government Code Section 65660(a) and meets the criteria set forth in Government Code
Section 65662. Accordingly, the temporary shelter at 2177 Jerrold Avenue is not subject to CEQA.

San Francisco


http://www.sf-planning.org/info

. 49 South Van Ness Avenue, Suite 1400
Pl San Francisco San Francisco, CA 94103

annlng 628.652.7600

www.sfplanning.org

GENERAL PLAN REFERRAL

August 18,2023

Case No.: 2023-007243GPR

Block/Lot No.: 5285A/005

Project Sponsor:  City and County of San Francisco Department of Homelessness and Supportive Housing
Applicant: Joanne Park

City and County of San Francisco Department of Homelessness and Supportive Housing
joanne.park@sfgov.org

440 Turk Street
San Francisco, CA 94102
Staff Contact: Amnon Ben-Pazi - (628) 652-7428

Amnon.Ben-Pazi@sfgov.org

ccommenteany &

|~
J(shua Switzky, Actfhg Director of Citywide Policy for
Rich Hillis, Director of Planning

Recommendation: Finding the project, on balance, is in conformity with the General Plan

Project Description

The Project is a low-barrier temporary shelter for unhoused people at 2177 Jerrold Avenue. The temporary
shelter would include a "cabin village" with prefabricated cabins for unhoused individuals and couples, parking
spaces for individuals and couples living in their vehicles, and supporting facilities including a community and
dining room, meeting rooms, clinic, storage facilities, guard shacks, restrooms and showers, and case
management offices. The Project would include a 10-year lease of the property, demolition of an existing
warehouse, tenant improvements to an existing multi-use building, installation of prefabricated structures, and
minor paving, grading, and striping.

Section 2A.53 of the San Francisco Administrative Code requires a written report from the Planning Department
to the Board of Supervisors on the consistency of the proposed Project with the General Plan.

P B EE Para informacién en Espafiol llamar al Para sa impormasyon sa Tagalog tumawagsa  628.652.7550
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DEPARTMENT OF
HOMELESSNESS AND
SUPPORTIVE HOUSING

New Lease: 2177 Jerrold Avenue

Government Audit & Oversight Committee | December 7, 2023
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Resolution

>Resolution: Authorizes and approves the Director of Property to
enter into a new lease agreement for the real property located at
2177 Jerrold Avenue for use as a Temporary Shelter Program and
adopts the Planning Department’s determinations.

>Term: 15-year term with two five-year options to extend.
e Term will commence following approval by the Board of Supervisors.

>Amount:
* Annual Base Rent: $2,469,606
* Tenant Improvements: $5,866,869



Homelessness in District 10

2022 PIT Count estimates 4,397 people were experiencing
unsheltered homelessness in San Francisco, 25% of which
were in District 10.

>The City’s July 2023 tent, structure and vehicle count found
609 tents/structures and 1,058 inhabited vehicles in the city.

* 507 or 48% of inhabited vehicles were in District 10.

>Bayview VTC is currently the City's only safe parking program.



- >The proposed Temporary Shelter Program would serve ~95
- people experiencing homelessness through 60 non-
congregate cabins and 20 safe parking spaces, with
prioritization for unhoused people in District 10.

>~HSH conducted a community engagement process starting
in July 2023 to engage the community in this proposal.

>HSH will conduct a solicitation process to identify culturally
competent non-profit operator of the program that is
anticipated to open in late 2024 and will include:

« 24/7 staffing, including housing-focused case managers.
* Roving Behavioral Health and Medical Services provided by DPH.

* Restrooms, Showers, Privacy Fencing, Wi-Fi, Staff Offices,
Community Space, Warming Kitchen, Storage, etc.

* Two meals a day, laundry services and black/gray water pumping.



Cost Overview

City Contribution Landlord Total
Contribution

One-Time Tenant Improvement Costs S5,866,369 $1,628,221  $7,495,090
Monthly Amortization for Restroom and Shower $15,063 monthly n/a S2,711,340
Construction payment

City to pay back landlord over 180 months with 6%

interest.

Rent $205,800 monthly n/a S2,469,606
Begins 9 months after commencement of Lease, 3% rent ($25.20 / sqft) base annual
annual increase will begin in 2024. rent
Estimated Cost for Operations/Services S132/guest/night  n/a S4,596,400
Operations and services to serve ~95 guests. annual budget



DEPARTMENT OF
HOMELESSNESS AND
SUPPORTIVE HOUSING

Questions?

Thank you.

Learn: hsh.sfgov.org | Like: @SanFranciscoHSH | Follow: @SF_HSH



City & County of San Francisco
London N. Breed, Mayor

Office of the City Administrator
Carmen Chu, City Administrator
Andrico Q). Penick, Director of Real Estate

November 6, 2023

Honorable Board of Supervisors
City and County of San Francisco
City Hall, Room 244

1 Dr. Carlton B. Goodlett Place
San Francisco, CA 94102

RE: Lease- 2177 Jerrold Avenue - Temporary Shelter
Dear Honorable Board Members:

Attached for your consideration is a resolution authorizing and approving a lease
agreement for use of the real property located at 2177 Jerrold Avenue between the City and
LAWRENCE B. STONE PROPERTIES #08, LLC, ("Lease"). The Lease has an initial term of
fifteen years, to commence upon approval of this legislation, and provides for two five-year
options to extend the agreement term. The City agrees to contribute up to $5,866,869
towards the cost of Tenant Improvements.

The Department of Homelessness and Supportive Housing (“HSH”) proposes to use the
property to provide temporary shelter for adults experiencing homelessness in the
Bayview. The proposed program will provide shelter services through a mix of non-
congregate cabins and safe parking, with an anticipated capacity of 60 cabins and 20
parking spots.

The Real Estate Division ("RED"), on behalf of HSH negotiated an initial annual base rent of
$2,469,606 ($25.20 per square foot), with 3% annual increases beginning in 2024. The
proposed rent of $25.20 per square foot industrial gross was determined not to be greater
than fair market rate by the Director of Property, and that no appraisal was required by
Administrative Code, Chapter 23.

Both the Executive Director of HSH and | recommend approval of the proposed Resolution.
If you have questions regarding the Lease, please contact me at 415.554.9850 or
Andrico.penick@sfgov.org. If you have questions regarding the proposed use of the
property by HSH, please contact Dylan Schneider at 628.652.7742 or
dylan.schneider@sfgov.org.

Respectfully,

Andrico Q. Penick
Director of Property

SFGSA.org - 3-1-1
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Member, Board of Supervisors City and County of San Franecisco

District 5
DEAN PRESTON
DATE: November 30, 2023
TO: Angela Calvillo
Clerk of the Board of Supervisors
FROM: Supervisor Dean Preston, Chair, Government Audit and Oversight Committee
RE: Government Audit and Oversight Committee

COMMITTEE REPORT

Pursuant to Board Rule 4.20, as Chair of the Government Audit and Oversight Committee, |
have deemed the following matter of an urgent nature and request it be considered by the full
Board on Tuesday, December 12, 2023, as a Committee Report:

1. 231058 Mills Act Historical Property Contract - 988 Market

2. 231056 Mills Act Historical Property Contract - 2209 Webster Street

3. 231167 Contract - Heluna Health - San Francisco Homeless Outreach Team -
Not to Exceed $36,897,380

4. 231197 Real Property Lease - LAWRENCE B. STONE PROPERTIES #08, LLC
- 2177 Jerrold Avenue - Temporary Shelter - Not to Exceed Annual Base Rent of
$2,469,606 - Tenant Improvements $5,866,869

This matter will be heard in the Government Audit and Oversight Committee at a regular
meeting on Thursday, December 7, 2023, at 10:00 a.m.

}Cf,f [ ,)'Vt



City Hall

President, District 3 1 Dr. Carlton B, Goodlett Place, Room 244

BOARD of SUPERVISORS San Franeisco, CA 94102-4689
Tel. No, 554-7450
Fax No. 554-7454
TDD/TTY No. 544-6546
Aaron Peskin
PRESIDENTIAL ACTION

Date: 11/29/23

To: Angela Calvillo, Clerk of the Boatrd of Supetvisots

Madam Cleik,

Pursuant to Board Rules, I am hereby:
O \Wﬁl\’lﬂg 30~Day Rule {Board Rule No, 3.23)
File No.

{Primary Sponsor)
Title,

Transferring (Board Rule No 3.3)

File No. 231197 Mayor
(Primaty Sponsor)
Real Property Lease - LAWRENCE B. STONE PROPERTIES #08,
LLC - 2177 Jerrold Avenue - Temporary Shelter - Not to Exceed

Title,

-+
From: Budget & Finance Committee
To:  Government Audit & Oversight Committee
O Assigning Temporary Committee Appointment (Board Rule No. 3.1)
Supervisot: Replacing Supervisor:
For: Meeting
(Date) {Committee)
Start Time: End Time:

Temporaty Assignment: (&) Partial ) Ful

Aaron Peskin, Peesident
Board of Supervisors





