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RE: Extension of Department of Public Health Lease at 555 Polk Street
Dear Board Members:

Attached for your consideration is a proposed amendment to extend the lease term at 555 Polk
Street for the Department of Public Health (DPH).

The City has leased the two-story, 18,0000 square foot office building at 555-575 Polk Street
since August 1,2011. DPH administers program alternatives to incarceration from its premises
on the second floor (555 Polk Street) under authorization by and in coordination with the
Superior Court of California, San Francisco (Court), which conducts judicial proceedings on the
first floor under a sublease to the Judicial Council of California (JCC). The building, commonly
known as the Community Justice Center (CJC), is used by DPH to connect clients and members
of the community with on-site programs and services, such as the Violence Intervention
Program, Drug Court Treatment Center, the Integrated Behavioral Health Program, as well as
services offered through other city partner agencies. DPH also coordinates conservatorship
support through the State’s CARE program, as part of the implementation of California State Bill
43, from the CJC. The lease and sublease co-terminate on July 31, 2026.

The proposed amendment would extend the lease of 555 Polk Street for DPH, retroactively from
August 1, 2026, to July 31, 2031. The Judicial Council intends to enter into a direct lease with
the landlord for the continued use of 575 Polk Street, reducing the City’s leasehold by one-half
and maintaining the convenience of coordinated delivery of programs and services from the CJC.
Key terms of the amendment include:

Term: Approximately 5 years.
Option to Terminate: Any time after December 1, 2029.
Option to Extend: 3 years, at 95% of Fair Market Rent.

Base Rent: $202,500 ($22.50 per square foot), plus 3% annual increases, and
4 months of rent abatement during the first 3 years of the term.

Effective Rate: Year 1: $18.75 per square foot (including the first two months of
abated rent);
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Annual Average: $22.36 per square foot (including increases).

Tenant Improvements: Installation of a new HVAC system, at landlord’s expense.
Recarpeting and repainting of the premises, at landlord’s expense.

Base rent under the existing lease is $27.80 per square foot, and fair market rent is currently
estimated to be $24.50 per square foot. The proposed amendment reduces base rent to $22.50
per square foot, escalating annually at 3%. The landlord has agreed to abate base rent for two
months in the first year, and one month each in the second and third years. The effective rent for
the first year is, therefore, $18.75 per square foot, a 32.5% reduction from the current rent rental
rate and about 23.4% below the estimated fair market rate.

The base rent obligation under the proposed extended term is $1,006,066, compared to
$2,641,000 for the current five-year term, or $1,320,500 net of JCC sublease revenue.

Should you have any questions regarding this matter, please contact Burt Hirschfeld, Senior Real
Property Officer in the Real Estate Division, at (415) 554-9862.
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