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FILE NO. 160711 RESOLUTION NO.

[Real Property Lease Amendment - Orchard Supply Company, LLC - San Francisco Utilities
Commission Parcel No. 29 in Millbrae, CA - $460,673]

Resolution authorizing the amendment of Orchard Supply Company, LLC;S lease of
property from the City and CoUhty of San Francisco, to reduce the size of the leased
premises to accommodate the San Francisco Public Utilities Commission (SFPUC)
Regional Groundwater Storage and Recovery Project, Project No. CUW30103, in
consideration of City’s payment of $460,673; adopting environmental findings under
the California Environmental Quality Act (CEQA), CEQA Guidelines, and Administrative
Code, Chapter 31; adopting findings of consistency with the General Plan, and eight
priority policies of Planning Code, Section 101.1; and authorizing the Director of
Property and/or the SFPUC General Manager to execute documents, make certain

modifications, and take certain actions in furtherance of this Resolution.

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

WHEREAS, The City, acting through the SFPUC, entered into a Ground Lease dated
April 26, 1984 (the “Lease”) with the predecessor of Orchard Supply Company, LLC
(“Tenant”) for the lease of a portion of such property consisting of approximately 4.7505 acres
of land commonly known as 900 El Camino Real, Millbrae (the “Premises”) for an initial term
of 30 years, with two options to extend for periods of 10 years each; and

WHEREAS, Tenant exercised the first option to extend the term of the Lease for 10
years, commencing on May 1, 2014, at an annual rent of $1,117,432, subject to rental |

adjustment on May 1, 2019, in accordance with the Lease; and

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

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

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

WHEREAS, The San Francisco Planning Commission on August 7, 2014 1) certified
the Final EIR (“FEIR”) fqr the Project by Motion No. M-19209; 2) adopted findings under
CEQA, including the adoption of a Mitigation Monitoring and Reporting Program (“MMRP”)
and a statement of overriding considerations (“CEQA Findings”) by Motion No. M-19210;
and 3) found the Project consistent with the General Plan, and eight priority policies of
Planning Code, Section 101.1 (*General Plan Findings”) by Motion No. M-19211, a copy of
the motions iws on file with the Clerk of the Board of Supervisors under File No. 150616,
which is incorporated herein by this reference; and

WHEREAS, The Board of Supervisors on October 28, 2014, adopted Resolution No.
400-14, which included the adoption of CEQA Findings and the adoption of the San
Francisco Planning Commission’s General Plan Findings for the Project; a copy of which is
on file with the Clerk of Board of Supervisors under File No. 140945, which is incorporated
herein by this reference; and

WHEREAS, Implementation of the Project requires that the City amend the Lease to

recover permanent possession of a portion of the Premises for construction of Project

San Francisco Public Utilities Commission
BOARD OF SUPERVISORS
Page 2




—

NN N N N N a2 ad v wd e o o e e
OO A W N A O O 0O N OO o AW N - O

© oo ~N O o bW N

| improvements and temporary possession of portions of the Premises for construction staging

and installation of utility lines; and

WHEREAS, SFPUC staff, through consultation with the Office of the City Attorney and
the Director of Property, have negotiated with Tenant a proposed First Amendment to Ground
Lease (“Lease Amendment”), a copy of which is on file with the Clerk of the Board of
Supervisors under File No. 1,01\ | which is incorporated herein by this reference, by which
City would pay Tenant the sum of $460,673 as compensation for the necessary permanent
and temporary modifications of the Premises, subject to additional payments if City extends
the periods of temporary possession, all of which is pursuant to an approved appraisal report
dated January 9, 2015; and

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

| WHEREAS, San Francisco Charter, Section 8B.121(a) grants the SFPUC Commission

the exclusive charge of the real property assets under the Commission’é jurisdiction, and
Charter Section 9; 118(c) requires that any amendment of any City lease of real property
having a term of ten or more years be approved by resolution of the Board of Supervisors;
and

WHEREAS, The Project files, including SFPUC Resolution Nos. 08-200 and 14-0127

and San Francisco Planning Department File No. 2008.1396E have been made available

San Francisco Public Utilities Commission
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for review by the Board of Supervisors and the public, and those files are considered part of
the record before this Board; and |

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

RESOLVED, The Board of Supervisors, having reviewed and considered the FEIR
and record as a whole, finds that the proposed Lease Amendment is within the scope of the
Project analyzed in the FEIR and previously approved by the San Francisco Planning
Commission, the SFPUC, and the Board of Supervisors; and, be it

FURTHER RESOLVED, The Board finds that the FEIR is adequate for its use as the
decision-making body fqr approval of the Lease Amendment and hereby incorporates by
referencerthe CEQA Findings made in Resolution No. 400-14, Board File No. 140945
concerning the Project; and, be it

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

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

FURTHER RESOLVED, That in accordance with the recommendations of the
SFPUC General Manager and the Director of Property, the Board of Supervisors hereby

San Francisco Public Utilities Commission
BOARD OF SUPERVISORS
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approves the Lease Amendment and the transaction contemplated thereby in substantially
the form of such instrument presented to this Board; and, be it

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

FURTHER RESOLVED, That the Director of Property and/or the General Manager
of the SFPUC are hereby authorized and urged, in the name and on behalf of the City and
County, to execute and deliver the Lease Amendment With Tenant, in substantially the form
of such instrument presented to this Board, and to take any and all steps (including, but not
limited to, the execution and delivery of any and all certificates, agreements, notices,
consents, and other instruments or documents) as the Director of Property or SFPUC
General Manager deems necessary or appropriate in order to consummate the modification
of the Premises pursuant to the Lease Amendment, or to otherwise effectuate the purpose
and intent of this Resolution, such determination to be conclusively evidenced by the
execution and delivery by the Director of Propefty or SFPUC General Manager of any such

documents.

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

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

documents.
$460,673.00 available
Index Code: 730150
\
|
{
RECOMMENDED:
'\ Vi N
Director of\P\[,cipertX/(
Real Estate Division.

RECOMMENDED:

AL >l

General Manager
San Francisco Public Utilities Commission

San Francisco Public Utilities Commission
BOARD OF SUPERVISORS

Page 6




BUDGET AND FINANCE COMMITTEE MEETING JuLy 20, 2016

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

Legislative Objective

e The proposed resolution authorizes an amendment to the lease between the SFPUC and
Orchard Supply Hardware (OSH) to reduce the size of the site leased by OSH from SFPUC
for needed space for the SFPUC’s Regional Groundwater Storage and Recovery Project. in
compensation for OSH relinguishing space to the SFPUC, SFPUC has agreed to pay OSH
$460,673. The resolution would also adopt environmental findings under the California
Environmental Quality Act (CEQA) and findings of consistency under the City's General
Plan and eight priority policies of the Planning Code, Section 101.1. Finally, this resolution
would authorize the Director of Property and/or the SFPUC General Manager to take any
needed actions in furtherance of this resolution.

Key Points

e The Regional Groundwater Storage and Recovery Project (Project) consists of the
construction of 16 groundwater wells and well stations with total capacity of 7.2 million
gallons of water to be used as a regional dry-year water supply. The wells will connect the
SFPUC’s water transition system to the water systems of Daly City, the City of San Bruno
and the California Water Service Company.

®» OSH leases a 206,93.2 square foot property owned by SFPUC in the city of Millbrae in San
Mateo County. The original lease was for 30 years from 1984 to 2014 with two ten-year
- extensions. OSH exercised the first extension from 2015 through 2024.

e The proposed lease amendment would temporarily reduce the total square footage of the
OSH lease by 25,398 square feet from 206,932 square feet to 181,534 square feet during
the Regional Groundwater Storage and Recovery Project construction phase of 27
months. The amendment would permanently reduce the total square footage by 13,623
square feet from 206,932 square feet to 193,309 after construction has been completed.

Fiscal Impact

e The SFPUC obtained an appraisal report in January 2015 from Associated Right of Way
Services, Inc., selected through a competitive process, to calculate the compensation to
be paid to OSH for the temporary and permanent reduction in the lease site. Based on the
appraisal, the net present value of the temporary and permanent reduction in the lease
site payable by the SFPUC to OSH was $460,673.

Recommendation

» Approve the proposed resolution.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING ' JuLy 20, 2016

MANDATE STATEMENT

City Charter Section 9.118(c) states that any modification, amendment or termination of a lease
that had an initial term of ten years or more, including options to extend, or that had
anticipated revenues of $1 million or more is subject to Board of Supervisors approval.

BACKGROUND

Regional Groundwater Storage and Recovery Project

In 2012, the San Francisco Public Utilities Commission (SFPUC) initiated the Regional
Groundwater Storage and Recovery Project (Project). The Project consists of the construction of
16 groundwater wells and well stations with total capacity of 7.2 million gallons of water to be
used as a regional dry-year water supply. The wells will connect the SFPUC’s water transition
system to the water systems of Daly City, the City of San Bruno and the California Water Service
Company. The estimated Project cost is $133,580,000, and is scheduled to be completed in July
2018. The Project is part of the SFPUC’s Water System Improvement Program (WSIP), a $4.8
billion program to repair, replace, and seismically upgrade SFPUC’s water infrastructure.

In October 2014, the Board of Supervisors adopted findings related to the California
Environmental Quality Act (CEQA) and the San Francisco Planning Commission’s General Plan
findings for the Project (File No. 14-0945).

Qrchard Supply Hardware Lease

In 1984, the Grace Retail Corporation (now Orchard Supply Company, LLC, referred to as OSH)
entered into a lease with the City and County of San Francisco for a 206,932 square foot
property owned by SFPUC in the City of Millbrae in San Mateo County. The term of the lease
was for thirty years with two ten-year options to extend the lease through 2034. OSH exercised
the first ten-year option to extend the lease through 2024.

The current annual rent paid by OSH to the SFPUC isv51,117,432. The annual rent amount was
determined by appraisers for both the SFPUC and OSH, and was arbitrated by an additional
third party appraisal firm.

DETAILS OF PROPOSED LEGISLATION

The proposed resolution authorizes an amendment to the lease between the SFPUC and
Orchard Supply Hardware (OSH) to reduce the size of the leased premises for needed space for
the SFPUC’s Regional Groundwater Storage and Recovery Project. In compensation for OSH
relinquishing space to the SFPUC, SFPUC has agreed to pay OSH $460,673. The resolution would
also adopt environmental findings under the California Environmental Quality Act (CEQA) and
findings of consistency under the City’s General Plan and eight priority policies of the Planning

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST



BUDGET AND FINANCE COMMITTEE MEETING JuLy 20, 2016

Code, Section 101.1%. Finally, this resolution would authorize the Director of Property and/or
the SFPUC General Manager to take any needed actions in furtherance of this resolution.

Lease Amendment

The proposed lease amendment would temporarily reduce the total square footage by 25,398
square feet from 206,932 square feet to 181,534 square feet during the SFPUC’s Regional
Groundwater Storage and Recovery Project construction phase of 27 months. The amendment
would permanently reduce the total square footage by 13,623 square feet from 206,932 square
feet to 193,309 after construction has been completed.

The proposed amendment would authorize the SFPUC to pay OSH $460,673 as compensation
for (1) permanently reducing the lease space by 13,623 square feet; (2) temporarily reducing
the lease space by 25,398 square feet during construction; (3) temporary use of space to install
new utility lines; and (4) permanent subsurface use of space for the utility lines.

California Environmental Quality Act (CEQA) Findings and City’s General Plan

The Board of Supervisors adopted CEQA findings and the San Francisco Planning Commission’s
General Plan Findings for the SFPUC’s Regional Groundwater & Storage Project in October
2014. The proposed resolution would find that lease amendment is within the scope of the
P'roject analyzed in the CEQA findings and the Planning Commission’s findings that the Project is
consistent with the City’s General Plan and Planning Code.

FISCAL IMPACT

The SFPUC obtained an appraisal report in January 2015 from Associated Right of Way Services,
Inc., selected through a competitive process, to calculate the compensation to be paid to OSH
for the temporary and permanent reduction in the lease site.” Based on the appraisal, the net
present value of the temporary and permanent reduction in the lease site payable by the SFPUC
to OSH was $460,673, as shown in Table 2 below. ‘

! The Eight Priorities of City Planning Code Section 101.1 include: (1) existing neighborhood-serving retail uses be
preserved and enhanced, and future opportunities for resident employment in and ownership of such businesses
enhanced; (2) existing housing and neighborhood character be conserved and protected in order to preserve the
cultural and economic diversity of our neighborhoods; (3) the City’s supply of affordable housing be preserved and
enhanced; (4) commuter traffic not impede Muni transit service or overburden our streets or neighborhood
parking; (5) a diverse economic base be maintained by protecting our industrial and service sectors from
displacement due to commercial office development, and that future opportunities for resident employment and
ownership in these sectors be enhanced; (6) the City achieve the greatest possible preparedness to protect against
injury and loss of life in an earthquake; {7) landmarks and historic buildings be preserved; and (8) parks and open
space and their access to sunlight and vistas be protected from development.

? The final appraisal by Associated Right of Way Services was adjusted using the fee value used to determine fair
market value of rent.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
21
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Table 2: Detail of Payment to OSH by SFPUC

Permanent Uses

Building and Well Area

Well Water Area
Utilities

$290,522
55,651
10,852

Subtotal Permanent

$357,025

Temporary Uses

Staging Area (18 months)

Construction Area (9 months)

$36,308
67,341

Subtotal Temporary

$103,648

Total

$460,673

Source: Appraisal Report

According to Mr. Carlos Jacobo, Budget Director for the SFPUC, the payment of $460,673 from
the City to OSH is included in the SFPUC’s budget for the Regional Groundwater Storage and
Recovery Project, which was previously appropriated by the Board of Supervisors under the

Water System Improvement Program.

RECOMMENDATION

Approve the proposed resolution.

SAN FRANCISCO BOARD OF SUPERVISORS
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FIRST AMENDMENT TO GROUND LEASE

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

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

RECITALS

THIS AMENDMENT is made With reference to the foliowing facts and circumstances:

. City and Tenant’s predecessor in interest entered into that Ground Lease dated
April 26, 1984 (the “Lease”), for the lease of approximately 4.7505 acres of land commonty
known as 900 El Camino Real, Millbrae, San Mateo County, California, and known in SFPUC
records as a portion of Parcel 29, Millbrae Pump Station Lot (the “Premises™), as further
described in the Lease. The Premises are under SFPUC’s jurisdiction.

B. The Lease provides for an initial term of 30 years, commencing May 1, 1984, and
expiring April 30, 2014, with two options to extend the term for additional periods of ten (10)
years each. Tenant exercised the first option to extend the term for an additional 10-year period,
commencing on May 1, 2014, at an annual rent (as determined by appraiser arbitration) of One
Million One Hundred Seventeen Four Hundred Thirty-two Dollars ($1,117,432.00), subject to a
rental adjustment on May 1, 2019, as required in Section 5.01(f) of the Lease.

C. SFPUC is undertaking the Regional Groundwater Storage and Recovery Project to
enhance the capacity and reliability of SFPUC’s regional water system. City desires to use
portions of the Premises for the Project, and Tenant is willing to agree to such use, on the terms
and conditions set forth in this Amendment.

ACCORDINGLY, in consideration of the matters described in the foregoing Recitals, and
for other good and valuable consideration, the receipt and sufficiency of which are mutually
acknowledged, the City and Tenant agree as follows:

1. Effective Date; Commencement Dates.

1.1 Effective Date. The date on which this Amendment shall become effective (the
“Effective Date”) is the date upon which both of the following shall have occurred: (a) City’s
Mayor and Board of Supervisors, in their sole and absolute discretion, shall have adopted a
resolution or enacted an ordinance approving this Amendment in accordance with all applicable
laws, and (b) this Amendment shall have been duly executed and delivered by the parties hereto.

1.2. Building Commencement Date. The “Building Commencement Date” shall be
September 28, 2015. If City’s contractor first enters the portion of the Premiées.identiﬁed as
“Build & Well Area” on Exhibit A (the “Building and Well Site”) and the Temporary Staging .
Area, as defined in"Section 2.2, to commence staging and well construction for the Project
pursuant to a Permit to Enter between City and Tenant (“Permit”) before this Amendment is



executed, then such date of first entry shall be deemed-the Building Commencement Date for
purposes of determining the expiration date of the 18-month Building Construction Period, as
defined in Section 2.2, and City’s use of the Building and Well Site and Temporary Staging Area
during the period from the Building Commencement Date until the Effective Date shall be
governed by such Permit. :

1.3 . Utility Line Commencement Date. The “Utility Line Commencement Date”
shall be the date on which City's contractor commences using the areas identified as
“Temporary Work Area” on attached Exhibit A to commence construction of the subsurface
utility lines identified on Exhibit A and/or to commence construction staging associated with the
installation of the well station in the Building and Well Site. The Utility Line Commencement
Date shall be no earlier than the Building Commericement Date and no later than nine (9) months
after the Building Commencement Date. City-shall provide, or cause its contractor to provide, at
least fourteen (14) days' advance written notice to Tenant of the Utility Line Commencement
Date. At the request of either party, Tenant and City shall confirm in writing the Utility Line
Commencement Date. If City’s confractor first uses the Temporary Work Area to commence
construction of the subsurface utility lines before the Effective Date, pursuant to a Permit (as
defined in Section 1.2), then such date of initial use shall be deemed the Utility Line
Commencement Date for purposes of determining the expiration date of the Utility Line
Installation Period (as defined in Section 2.3); however, City’s use of the Temporary Work Area
during the period from the Utility Line Commencement Date until the Effective Date shall be
governed by such Permit. :

2. Modification of Premises.

2.1.  Permanent Deletion of Building and Well Site. On the later of the Building
Commencement Date or the Effective Date, the Building and Well Site shall be deleted from the
Premises for the balance of the Term, including any Extended Term. On the Building
Commencement Date, Tenant shall tender possession of the Building and Well Site to City’s
contractor free and clear of any and all trash, vehicles, equipment, inventory, other personal
property, and structures, except that Tenant, at its option, may leave the existing fence for City’s
contractor to demolish.

2.2.  Temporary Deletion of Temporary Staging Area. Commencing on the later of
the Building Commencement Date or the Effective Date, and continuing until the expiration of
the Building Construction Period, as defined below, the portion of the Premises identified as
“Temporary Staging Area” on Exhibit A (the “Temporary Staging Area”) shall be deleted
from the Premises. The Temporary Staging Area includes those areas shaded in Cyan, green and
red (for underground utilities) where they overlap with the pink/magenta area on Exhibit A. On
the Building Commencement Date, Tenant shall tender possession of the Temporary Staging
Area to City’s contractor free and clear of any and all tfash, vehicles, equipment or other personal
property, and structures. The “Building Construction Period” shall be the period commencing
on the Building Commencement Date and expiring on the last day of the 18th full calendar
month thereafter; however, City shall have the option to extend the Building Construction Period
beyond that date on a month-to-month basis. A 14-day written notice will be given to Tenant if
City elects to exercise its option for any such extension. For any such extension, City shall pay
Tenant monthly in advance the sum of Two Thousand Sixteen Dollars ($2,016) per month

2 OSH Lease Amendment (4-12-16 cjs).doc



(which is the same rate as the portion of the Compensation (as defined in Section 4) paid for the
Temporary Staging Area for the initial 18-month Building Construction Period, prorated on a
"monthly basis). Upon the expiration of the Building Construction Period, City shall restore the
surface of the Temporary Staging Area as provided in Section 3, and such space shall again be
part of the Lease Premises. '

City shall indemnify, defend and hold harmless (“Indemmify”’) Tenant from and against
any and all claims, costs and expenses, including, without limitation, reasonable attorneys’ fees
(collectively, “Claims™), to the extent caused by (a) City’s use of the Temporary Staging Area
during the Building Construction Period, or (b) any negligence of City or its Agents (as defined
below) in, on or about the Temporary Staging Area during the Building Construction Period;
provided, however, City shall not be obligated to Indemnify Tenant or its Agents to the extent
any Claim arises out of the negligence or willful misconduct of Tenant or its Agents. In any
action or proceeding brought against Tenant by reason of any Claim Indemnified by City
hereunder, City may, at its sole option, elect to defend such Claim by attorneys in City’s Office
of the City Attorney, by other attorneys selected by City, or both. City shall have the right to
control the defense and to determine the settlement or compromise of any action or proceeding,
provided that Tenant shall have the right, but not the obligation, to participate in the defense of
any such Claim at its sole cost. City’s obligations under this Section shall survive the expiration
of the Building Construction Period. The term “Agents” when used in this Amendment with
respect to either party shall include the agents, employees, officers and contractors of such party

2.3.  Shared Use of Temporary Work Area. During the Utility Line Installation
Period, as defined below, City shall have the right to use the Temporary Work Area for the
installation of the subsurface water, sewer, electrical, and telephone lines in the locations
identified on Exhibit A (the “New Utilities”) and for construction staging and activities
associated with the installation of the well station in the Building and Well Site. The Temporary
Work ‘Area includes the portions of the areas shown in red, light blue and green that overlap with
the gray area on Exhibit A, as well as the entire blue “Water Out” area shown on such Exhibit
running along the boundary of the Premises to El Camino Real. Tenant and City’s contractor
shall cooperate in good faith to schedule the installation of such utilities at such times and in such
manner as to reasonably minimize disruption to Tenant’s operations; provided that such efforts
(i) do not result in a material increase in the cost of performing the utility line installation work,
(ii) do not diminish the quality of utility installation work performed, and (iii) do not
unreasonably restrict Tenant’s ability o take delivery of necessary supplies and merchandise.
During any scheduled installation, Tenant shall keep the Temporary Work Area free and clear of
parked vehicles, equipment, supplies, merchandise and other obstructions, except for delivery
trucks loading or unloading materials at Tenant’s loading dock at mutually agreed upon times.
The “Utility Line Installation Period” shall be the period commencing on the Utility Line
Commencement Date and expiring on the last day of the ninth (9th) full calendar month
thereafter; however, City shall have the option to extend the Utility Line Installation Period
beyond that date on a month-to-month basis. A 14-day written notice will be given to Tenant if
City elects to exercise its option for any such extension. For any such extension, City shall pay
Tenant monthly in advance the sum of Seven Thousand Four Hundred Seventy-nine Dollars -
($7,479) per month (which is the same rate as the portion of the Compensation (as defined in
Section 4) paid for the Temporary Work Area for the initial Utility Line Installation Period,




prorated on a monthly basis). During the Utility Line Installation Period, the Temporary Work
Area shall remain part of the Lease Premises. :

City shall Indemnify Tenant from and against any and all Claims, to the extent caused by
(a) City’s use of the Temporary Work Area during the Utility Line Installation Period, or (b) any
- negligence of City or its Agents in, on or about the Temporary Work Area during the Utility Line
Installation Period; provided, however, City shall not be obligated to Indemnify Tenant or its
Agents to the extent any Claim arises out of the negligence or willful misconduct of Tenant or its
Agents. In any action or proceeding brought against Tenant by reason of any Claim Indemnified
by City hereunder, City may, at its sole option, elect to defend such Claim by attorneys in City’s
Office of the City Attorney, by other attorneys selected by City, or both. City shall have the right
to control the defense and to determine the settlement or compromise of any action or
proceeding, prov1ded that Tenant shall have the right, but not the obligation, to participate in the
defensé of any such Claim at its sole cost. City’s obligations under this Section shall survive the
expiration of the Utﬂlty Line Installation Penod

2.4 Mamtenance Operation and Protection of the New Utxhtles Landlord’s
easement under Section 2.02 of the Lease to enter the Premises to repair, replace, maintain,
operate and remove existing utility facilities shall extend to and include the future repair,
replacement, maintenance, operation and removal of the New Ultilities installed in the Temporary
Work Area by City pursuant to Section 2.3. Tenant’s obligation to use reasonable efforts to
protect improvements and pipeline appurtenances and prevent damage to City’s underground
pipelines, under Section 2.03 of the Lease, shall extend to and include the protection of the New
Utilities.

3. Restoration of Temporary Work Area and Temporary Staging Area. On the earlier
of expiration of the Utility Line Installation Period (including any extension) or City's completion
of the Project, City shall restore, as nearly as reasonably possible, the surface of the Temporary
“Work Area to its condition immediately prior to the commencement of the work related to the
Project. On the earlier of expiration of the Building Construction Period (including any
extension) or City's completion of the Project, City shall restore, as nearly as reasonably possible,
the surface of the Temporary Staging Area to their condition immediately prior to the
commencement of the work related to the Project, and such premises shall agam become part of
the Lease Premises.

4. Compensation. Within thirty (30) days after the Effective Date (as defined in
Section 1.1), City shall pay Tenant the sum of Four Hundred Sixty Thousand Six Hundred
Seventy-three Dollars ($460,673.00) (the “Compensation”) as compensation for (i) the
termination of the Lease with respect to the Building and Well Site, (ii) deletion of the
Temporary Staging Area from the Lease Premises during the Building Construction Period
* (provided that additional compensation will be payable for any extension, in accordance with
Section 2.2), (iii) City’s use of the Temporary Work Area during the Utility Line Installation
Period (provided that additional compensation will be payable for any extension, in accordance
with Section 2.3), and (iv) City’s permanent use of subsurface portions of the Premises for the
New Utilities. Tenant acknowledges that such payment will compensate Tenant in full, and
Tenant shall not be entitled to any rental abatement or rental reduction for the permanent deletion
of the Building and Well Site, the temporary deletion of the Temporary Staging Area from the
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Premises, Landlord’s shared use of the Temporary Work Area, or City’s permanent use of the
subsurface areas for the New Utilities. If City’s contractor commences using any part of the
Premises before the Effective Date, pursuant to a Permit, as defined in Section 1.2, then City
shall receive a credit toward the Compensation in the amount of any use fees paid by City (either
in cash or as offsets against the Lease rent) tnder such Permit. Upon request, Tenant shall
submit any standard forms required by the City’s Controller as a condition of releasing the
payment, including federal form W-9 and City form P-25.

5. . City Lease Provisions. The provisions set forth in attached Exhibit B are incorporated
into and made a part of the Lease as of the Effective Date.

6. No Joint Venture. Neither this Amendment nor any activity by the City hereunder
creates a partnership or joint venture between the City and Tenant relating to the Lease or
otherwise. This Amendment does not constitute authorization or approval by the City of any
activity conducted by Tenant, and the City shall in no way be responsible for the acts or
omissions of Tenant on the Premises or otherwise. :

7. Attorneys Fees. In the event a dispute arises concerning this Amendment, the party not

'prevailing in such dispute shall pay any and all costs and expenses incurred by the other party in
enforcing or establishing its rights hereunder, including, without limitation, court costs and
reasonable attorneys' fees. For purposes of this Amendment, reasonable fees of attorneys of
City's Office of the City Attorney shall be based on the fees regularly charged by private
attorneys with the equivalent number of years of experience in the subject matter area of the law
for which the City Attorney's services were rendered who practice in the City of San Francisco in
law firms with approximately the same number of attorneys as employed by the Office of the
City Attorney.

8. References. No reference to this Amendment is necessary in any instrument or document
at any time referring to the Lease. Any future reference to the Lease shall be deemed a reference
to such document as amended hereby.

9. Applicable Law. ThlS Amendment shall be governed by, construed and enforced in
accordance with the laws of the State of California. .

10.  Further Instruments. The parties hereto agree to execute such further instruments and
to take such further actions as may be reasonably required to carry out the intent of this
Amendment. Without limiting the foregoing, the parties agree to negotiate in good faith a
memorandum of agreement setting forth their agreement concerning construction details such as
scheduling of City’s installation of utility lines within the Temporary Work Area.

11.  Counterparts; Electronic Signature. This Amendment may be executed in
counterparts. This Amendment shall be considered executed by a party when counterparts
bearing the signing party’s original signature are delivered to the other party or when a
counterpart bearing the signature of such signing party is delivered in an Adobe .pdf file by email
transmission to the other party. Such electronic signature shall be treated in all respects as
having the same effect as ah original signature.



12.  Miscellaneous. The Lease shall remain in full force and effect as modified by this
Amendment. The Lease as amended by this Amendment constitutes the entire agreement of the
parties concerning the subject matter hereof, and supersedes and conceals any and all previous
negotiations, agreements, or understandings, if any, regarding the matters contained herein. The
execution of this Amendment shall not constitute a waiver of relinquishment of any rights that
City may have relating to the Lease. Tenant and City hereby ratify and confirm all of the
provisions of the Lease as amended by this Amendment.

[Remainder of page intentionally blank]
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In witness whereof; the parties hereto have executed this Amendment as of the first date
' written above.

TENANT: ORCHARD SUPPLY COMPANY ,LLC, a
North Carolina limited liability company

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

By:

HARLAN L. KELLY, JR.
General Manager
San Francisco Public Utilities Commission

APPROVED AS TO FORM:

DENNIS I. HERRERA, City Attorney

by (el ) Foni

Carol é%hnscmﬁ’tem

Deputy Attorney







EXHIBIT A
Diagram of Tempbrary Work Area, Buildiﬁg and Well Site,.

and Temporary Staging Area
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Site APN- Total OSH Lease Area Site Area Type Color
Bldg & Well Area 093-220-010 206,931 sq,ft.+ 5,393 sg.ft.+ Parm. Area Blue
Temp Work Area 093-220-010 206,931 sq, ft.t 20,005 sq.ft.+ Temp. Access Area Gray
Sub-Surface Telephone 093-220-010 206,931 sq,ft.+ 862 sq.ft.+ Perm. Underground Area| Green
Sub-Surface Water/SS/SD| 093-220-010 206,931 sq,ft.t 481 sq.ft.t ‘Perm. Underground Area| Red
Syb-Surface Water Out 093-220-010 206,931 sq,ft.x 6;'887 sq.ft.t Perm. Underground Area| Cyan
Temp Staging 093-220-010 206,931 sq, ft.x 4,373 sq.ft.x - Tem]J.Consf. Area Magenta
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EXHIBIT B

City Lease Provisions

A. Local Hiring Requirements

If Tenant proposes to make improvements or alterations to the Premises that exceed
Seven Hundred Fifty Thousand Dollars ($750,000) in cost (“Covered Alterations”), unless
otherwise exempt, Tenant shall comply with the Local Hiring Policy set forth in San Francisco
Administrative Code Section 6.22(g) (the “Local Hiring Policy”) in the construction or
performance of the Covered Alterations. Because the Premises are located within 70 miles from
the jurisdictional boundary of the City, the percentage requirements will apply in proportion to
City’s actual cost, if any, of the Covered Alterations compared to the total cost of the project,
pursuant to Administrative Code Section 6.22(g)(3)(C). Before starting any such Covered
Alterations, Tenant shall contact City’s Office of Economic Workforce and Development to
verify the Local Hiring Policy requirements that apply to the Improvements or Alteration, and
Tenant shall comply with all such requirements. Failure to comply shall be deemed a breach of
the Lease, and may subject Tenant to penalties as set forth in the Local Hiring Policy.

Any capitalized term used in this Section A that is not defined will have the meaning given to
such term in the Local Hiring Policy.

B. Non-Discrimination in City Contracts and Benefits Ordinance

1. Section 20.10 and Exhibit F of the Lease are replaced in full with this Section B
effective as of the Effective Date (as defined in Section 1.1 of the First Amendment to Ground
Lease to which this Exhibit is attached). Section 20.10 and Exhibit F of the Lease remain
applicable until the Effective Date. :

2. Covenant Not to Discriminate

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

3. Subleases and Other Subcontracts

Tenant shall include in all Subleases and other subcontracts relating to the Premises
entered into or amended on or after the Effective Date a non-discrimination clause applicable to
such Subtenant or other subcontractor in substantially the form of Subsection (a) above. In
addition, Tenant shall incorporate by reference in all subleases and other subcontracts entered
into or amended on or fter the Effective Date the provisions of Sections 12B.2(a), 12B.2(c)-(k),



and 12C.3 of the San Francisco Administrative Code and shall require all Subtenants and other
subcontractors under such subleases and subcontracts to comply with such provisions. Tenant’s
failure to comply with the obligations in this Subsection shall constitute a material breach of the
Lease. :

4. Non-Discrimination in Benefits

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

5. .Incorporation of Admihistrative Code Provisions by Reference

- The provisions of Chapters 12B and 12C of the San Francisco Administrative Code
relating to non-discrimination by parties contracting for the lease of City property are
incorporated in this Section by reference and made a part of the Lease as though fully set forth in
this Amendment. Tenant shall comply fully with and be bound by all of the provisions that apply
to the Lease under such Chapters of the Administrative Code, including but not limited to the
remedies provided in such Chapters. Without limiting the foregoing, Tenant understands that
pursuant to Section 12B.2(h) of the San Francisco Administrative Code, a penalty of $50 for each
person for each calendar day during which such person was discriminated against in violation of
the provisions of this Amendment may be assessed against Tenant and/or deducted from any
payments due Tenant. | :

C. Notification of Limitations on Contributions

By its execution of this Amendment, Tenant acknowledges that it is familiar with Section
1.126 of the San Francisco Campaign and Governmental Conduct Code, which prohibits any
person who contracts with the City for the selling or leasing of any land or building to or from
City whenever such transaction would require the approval by a City elective officer, the board
- on which that City elective officer serves, or a board on which an appointee of that City elective
officer serves, from making any campaign contribution to (a) the City elective officer, (b) a
candidate for the office held by such individual, or (c) a committee controlled by such individual
or candidate, at any time from the commencement of negotiations for the contract until the later
of either the termination of negotiations for such contract or six months after the date the contract
is approved. Tenant acknowledges that the foregoing restriction applies only if the contract or a
combination or series of contracts approved by the same individual or board in a fiscal year have
a total anticipated or actual value of $50,000 or more. Tenant further acknowledges that the
prohibition on contributions applies to each entity constituting Tenant; each member of Tenant's
board of directors, and Tenant’s chief executive officer, chief financial officer, and chief
operating officer; any person with an ownership interest of more than twenty percent (20%) in
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Tenant; any subcontractor listed in the contract with City; and any committee that is sponsored or
controlled by Tenant. Additionally, Tenant acknowledges that Tenant must inform each of the
persons described in the preceding sentence of the prohibitions contained in Section 1.126.
Tenant shall provide City with the names of each person, entity, or committee described above.

D. MacBride Principlés - Northern Ireland

City urges companies doing business in Northern Ireland to move toward resolving
employment inequities and encovrages them to abide by the MacBride Principles as expressed in
San Francisco Administrative Code Section 12F.1 et seq. City also urges San Francisco
_ companies to do business with corporations that abide by the MacBride Principles. Tenant
acknowledges that it has read and understands the above statement of City concerning doing
business in Northern Ireland. ‘

E. Bottled Drinking Water

Unless exempt, Tenant agrees to comply fully with and be bound by all of the provisions
of the San Francisco Bottled Water Ordinance, as set forth in San Francisco Environment Code
Chapter 24, including the administrative fines, remedies, and implementing regulations provided
in that statute, as the same may be amended from time to time. The provisions of Chapter 24 are
incorporated by reference and made a part of the Lease as though fully set forth.

F. Tropical Hardwood and Virgin Redwood Ban

City urges companies not to import, purchase, obtain, or use for any purpose any tropical
hardwood, tropical hardwood wood product, virgin redwood, or virgin redwood-wood product.
Except as expressly permitted by the application of Sections 802(b) and 803(b) of the San
Francisco Environment Code, Tenant shall not provide any items to the construction of the
Tmprovements or the Alterations, or otherwise in the performance of the Lease that are tropical
hardwoods, tropical hardwood wood products, virgin redwood, or virgin redwood wood
products. If Tenant fails to comply in good faith with any of the provisions of Chapter 8 of the
San Francisco Environment Code, Tenant shall be liable for liquidated damages for each
violation in any amount equal to Tenant’s net profit on the contract, or five percent (5%) of the
total amount of the contract dollars, whichever is greater.

G. Prohibition of Tobacco Sales and Advertising

Tenant acknowledges and agrees that no advertising or sale of cigarettes or tobacco
products is allowed on the Premises. This advertising prohibition includes the placement of the
name of a company producing cigarettes or tobacco products or the name of any cigarette or
tobacco product in any promotion of any event or product.

.H. ) Prohibition of Alcoholic Beverage Advertising

Tenant acknowledges and agrees that no advertising of alcoholic beverages is allowed on
the Premises. For purposes of this Section, "alcoholic beverage" shall be defined as set forth in
California Business and Professions Code Section 23004, and shall not include cleaning
solutions, medical supplies and other products and substances not intended for drinking. This



advertising prohibition includes the placement of the name of a company producing alcoholic
beverages or the name of any alcoholic beverage in any promotion of any event or product

L Disclosure

Tenant understands and agrees that the City's Sunshine Ordinance (San Francisco
Administrative Code Chapter 67) and the State Public Records Law (California Gov't Code
Section 6250 et seq.), apply to the Lease and any and all records, information, and materials
submitted to the City in connection with the Lease. Accordingly, any and all such records,
information, and materials may be subject to public disclosure in accordance with the City’s
Sunshine Ordinance and the State Public Records Law. Tenant hereby authorizes the City to
disclose any records, information, and materials submitted to the City in connection W1th the
Lease.

L. Food Service Waste Reductidn

Tenant agrees to comply fully with and be bound by all of the provisions of the Food
Service Waste Reduction Ordinance, as set forth in the San Francisco Environment Code,
Chapter 16, including the remedies provided in that statute, and implementing guidelines and
rules. The provisions of Chapter 16 are incorporated in the Lease by reference and made a part
of the Lease as though fully set forth in this Amendment. This provision is a material term of the
Lease. By entering into this Amendment, Tenant agrees that if it breaches this provision, City

- will suffer actual damages that will be impractical or extremely difficult to determine. Without
limiting City's other rights and remedies, Tenant agrees that the sum of One Hundred Dollars
($100.00) liquidated damages for the first breach, Two Hundred Dollars ($200.00) liquidated
damages for the second breach in the same year, and Five Hundred Dollars ($500.00) liquidated
damages for subsequent breaches in the same year is a reasonable estimate of the damage that
City will incur based on the violation, established in light of the circumstances existing at the
time this Amendment was made. Such amounts shall not be considered a penalty, but rather
agreed monetary damages sustained by City because of Tenant s failure to comply with this
provision.

K. Criminal History in Hiring and Employment Decisions

Unless exempt, Tenant agrees to comply with and be bound by all of the provisions of
San Francisco Administrative Code Chapter 12T (Criminal History in Hiring and Employment
Decisions; “Chapter 12 T*), which are hereby incorporated as may be amended from time to
time, with respect to applicants and employees of Tenant who would be or are performmg work
at the Premlses

Tenant shall incorporate by reference the provisions of Chapter 12T in all subleases of
some or all of the Premises, and shall require all Subtenants to comply with such provisions.
Tenant’s failure to comply with the obligations in this Subsection shall constitute a matenal
breach of the Lease.

Tenant and any Subtenants shall not inquire about, require disclosure of, or if such
information is received, base an Adverse Action on an applicant’s or potential applicant for
employment, or employee’s: (i) Arrest not leading to a Conviction, unless the Arrest is
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undergoing an active pending criminal investigation or trial that has not yet been resolved;

(ii) participation in or completion of a diversion or a deferral of judgment program; (iii) a
Conviction that has been judicially dismissed, expunged, voided, invalidated, or otherwise
rendered inoperative; (iv) a Conviction or any other adjudication in the juvenile justice system;
_ (v) a Conviction that is more than seven years old, from the date of sentencing; or

(vi) information pertaining to an offense other than a felony or misdemeanor, such as an
infraction.

Tenant and any Subtenants shall not inquire about or require applicants, potential
applicants for employment, or employees to disclose on any employment application the facts or
details of any conviction history, unresolved arrest, or any matter identified in Subsection (c)
above. Tenant and Subtenants shall not require such disclosure or make such inquiry until either
after the first live interview with the person, or after a conditional offer of employment.

Tenant and any Subtenants shall state in all solicitations or advertisements for employees
that are reasonably likely to reach persons who are reasonably likely to seek employment with
Tenant or subtenant at the Premises, that the Tenant or subtenant will consider for employment
qualified applicants with criminal histories in a manner consistent with the requirements of
Chapter 12T.

Tenant and any Subtenants shall post the notice prepared by the Office of Labor
Standards Enforcement (“OLSE”), available on OLSE’s website, in a conspicuous place at the
Premises and at other workplaces within San Francisco where interviews for job opportunities at
the Premises occur. The notice shall be posted in English, Spanish, Chinese, and any language
spoken by at least 5% of the employees at the Premises or other workplace at which it is posted.

Tenant and any Subtenants understand and agree that upon any failure to comply with the
requirements of Chapter 12T, City may pursue any rights or remedies available under Chapter
12T or the Lease, including but not limited to a penalty of $50 for a second violation and $100
for a subsequent violation for each employee, applicant or other person as to whom a violation
occurred or continued, termination or suspension in whole or in part of the Lease.

If Tenant has any questions about the applicability of Chapter 12T, it may contact the
City’s Real Estate Division for additional information. City’s Real Estate Division may consult
with the Director of the City’s Office of Contract Administration who may also grant a waiver, as
set forth in Section 12T.8. .
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950 EL CAMINO REAL
MILLBRAE, CALIFORNIA

GROUND LEASE

This GROUND LEASE ia made as of this 2oy day of N
1984, by and between the CITY AND COUNTY OF SAN FRANCISCO, a municipal -
corporatioa, acting through its Public - Utilities Commisaion (the
"Comnission") ("Landlord™), and GRACE. RETAIL CORFORATION, a Delaware
corporation having an office at c/o Orchard Supply Hardware, 1555 S.
Seventh St., San Jose, California 95112 (“Tenant"). o

RECITALS :

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

A. Landlord is the owner of all that certain real property
("the Premises"™ situated im the City of Millbrae, County of San Mateo,
State of Califormia, particularly described in Exhibit A~1 hereto and
shown on the survey attached hereto as Exhibit A-3.

-B. Tenant desires to lease the Premisea from Landlord in
"ag is" condition and to have the right to erect new improvements thereonm.

NOW, TBEREFORE, IN CONSIDERATION of -the mutual covenants and
promises herein contained, Landlord leases to Tenant, and Tenant does
hereby lease and take from Landlord, the Premises upon the terms and
conditions hereinafter set forth: ,

ARTICLE ONE

Definitions

1,01, Additional Rent., The rent payable by Tenant pursuaant to
Section 5,04 of this Ground Lease,

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

1.03. Commencement Date. N&Rﬁ L, 198&.

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

1.05. Lsase Year. The peried of twelve consecutive wmonths
commencing upon the Commencement Date and terminating on the last day of
the month expiring immediately prior to the Ffirst anniversary of the
Commencement Date, and each successive twelve month period thereafter.

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

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

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

1.09. Mortgagor. A trustor under a.recorded deed of trust as well
as a MOTrtgAgor.

1.10. Opening Date. The date on which the Tenant opens for
business on any portien of the Premises,



1.11. Premisges. The real property particularly described in
Exhibit A=l to this Ground Lease, together with all easements and rights
appurtenant thereto.

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

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

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

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

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

2,02, Reservation of Easements. Landlord reserves the. following
easements in, on, over and along the Premises as follows:

(a) Maintenance and Repair of 54-Inch Pipeline. The right
to maintain, repair, replace or reconstruct the fifty-four (54) inch
pipeline and appurtenances, presently located on the Premises and to
cdnstruct, maintain, repalr, replace or recomstruct additional pipeline
and .appurtenances, all within the thirty (30) foot wide strip of land
along the existing fifty-four (54) inch pipeline as shown on the Survey,
Exhibit A-3, attached hereto and incorporated herein by reference thereto.

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

(¢} Existing Easements. The rights of way and easements for
existing underground water pipelines, overhead power and communication
lines in, over and through the Premises, as shown on Exhibit A-3.

(d) Dtility Maintenance. The right at all reasonsble times,_
without unreasonably or unduly interfering with Tenant's use of the
Premises (and subject to Tenant's reasonable right of prior approval
where entry into buildings is required), to enter upon the Premises to
replace, repair, maintain, operate and remove existing water pipes, and
any other existing wutility and communication facilities; provided,
however, that the expense of any such operations shall be borme by
Landlord, unless due to the negligence of Tenant, its agents or employees.

(e) Supporting Rights. The foregoing shall “include such
rights of ingress and egress as may reasonably be required to maintain,
repair, alter and replace the foregoing easements and the improvements

therein.

2.03, Condition Of Easements. The easements reserved to Landlord
pursuant to Sectiom 2.02 shall be aub_}ect to the following rights and
obligations:

(a) No Improvements. Tenant shall erect no buildings within
or place any structures upon the easement area or the lands affected
thereby. No other improvements shall be placed or maintained within the
easement areas without the prior written consent of Manager which shall
not be unreasonably withheld. Without such consent, however, Tenant may
utilize the easement areas for surface parking of motor vehicles and for
development of open space, roadways and landscaping (other than trees or
perennial shrubs)
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(b) Relocation Of Easements. Tenant shall have the right to
replace or relocate any of  the easements; provided, however, that all
costs of such relocation shall be borme by persons other than Landlord,
the prospective relocation, configuration and layout of the relocated
facilities shall be subject to Manager's prior written approval, and the
manner and method of accomplishing the work of relocation shall be
consistent . with Landlord's operating requirements as .Manager " shall
determine in its discretion reasonably exercised. All costs for repair,
replacement or removal of any improvements from time to time located in
any easement area shall be bornme by Tenant without any right over or
claim against Landlord.

(c) Protection Of Improvements. Tenant shall use reasonable
efforts to protect the improvements and pipeline appurtenances located on
the Premises as shown on Exhibit A-3. 1In addition, in order to prevent
damage to Landlord's underground pipelines, Tenant's use of vehicles and
construction equipment within 20 feet of Landlord's pipelines shall be
subject to the following restrictions: ‘ ’

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

at least 3 feet;
* .

(ii) the Maxle loading"™ of wvehicles and construction
equipment must not exceed that allowed under "AASHO Standard H-10
Loading". H-10 loading is defined as loading caused by a two axle truck
with a gross weight of ten toms (20,000 1bs.), axles 14 feet apart, and
rear axle carrying 8 tons (16,000 1bs.). It is Tenant's responsibility
to provide substantiation that its equipment meets this requirement; and

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

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

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

(e) Landlord's Responsibility. Anything herein contained to
the contrary mnotwithstanding, Landlord shall conduct the installationm,
maintenance and operation of any of the aforesaid easements, pipelines
and other utility and communication facilities in such manner that will
not unnecessarily or unreasonably obstruct, interfere with, or impede.the
ingress/egress of persons or vehicles to and from the Premises or any
buildings constructed tbereon and the public streers abutting the
Premises, or the orderly flow of both pedestrian and vehicular traffic,
or otherwise interfere with Tenant's use of the Premises or its business
thereon. In addition, Landlord shall repair any damage which may be done
to the surface of the Premises or to any pavement, landscaping, curbing
or other improvements thereon or to amy buildings or other improvements
thereon which may result from the construction, installation, repair,
maintenance or operation (or any combination thereof) of the aforesaid
easements, pipelines and/or utility and communication facilities.
Landlord shall be responsible for, and shall reimburse Tenant upon demand
for, any loss, cost or expense paid or incurred by Tenant and
attributable to any and all damage to property and injary or death to
person or persons to the extent caused by any dangerous conditiom or any
negligent act or omission of Landlord, ite employees, officers, agents,
licensees, invitees or contractors, in connection with the construction,
installation, repair, meintenance or opergtion (or .any combination
thereof) of the aforesaid easements, pipelines and/or utility and
- communication facilities. :

2.04. Grant Of Access Easement. Landlord grants to Tenant a
non—-exclusive easement for the Term of the Lease and any Extended Term of
the Lease over a portion of that certain parcel of property owned by




* Landlord aund situated immediately adjacent to the Premises, said easement
area being more particularly described on Exhibit A-2 and located within
the area shown on Exhibit A~3 hereto and designated thereon as “Ingress &
Egress: Easement”, for the purpose of ingress and egress by Tenant, its
subtenants, customers, employees, invitees, licenasees, agents, and
contractors, in the conduct of its business, and any motor vehizles used
in the conduct of business to and from the Premises onte E1l Camino Real

" at the signalized intersection. Tenant shall, at its sole cost and
expense, relocate Landlord'e automated entrance gate and security fence
as Manager shall direct. It is understood and agreed that the Ingress &
Egress Easement area may be altered or modified by mutual agreement
between the  parties provided, however, that throughout the Term or any
Extended Term Tenant shall be granted (and Landlord, its successors and
assigns ghall provide and grant to Tenant) an access easement of
substantially the same size and confipursation and in substantislly the
same location as the Ingress & Epgress Easement shown on Exhibit A-3
hereto. landlord and Temant further covemant and agree that ‘each shall
keep the Ingress & Egress Easement =area free at all times from
obstructions of any nature (including, without limitatiom, parking of
trucks or other vehicles, barricades, fences and landscaping) such that
the free flow of pedestrian and vehicular traffic to and from the
Premises and Landlord's adjacent property and the public streets through
the Ingress & Egress Easement area ghall at all times be and remain
unimpeded and unhampered. .

- 2,05. Conditions Of Title. . Landlord holde title to the Premises in
fee simple absolute subject to no exceptions other than those specified
in Exhibit €, attached hereto and incorporated herein by this reference.

. 2,06, Existing Improvements. Prior to the end of the Development
Period, and without cost or expense to Landlord, Tenant shall remove,
relocate or reconstruct onto adjacent real property of Landlord certain
parking lot improvements presently located om the Premises, as shown on
Exhibit B, all in accordance with written plans and specifications of
Landlord and in a manner reasonably satisfactory to Landlord; provided,
however, that the cost of such relocation shall not exceed Fifty Thousand
Dollars ($50,000.00} (herein the "Cap Price™ and Tenant shall not be
obligated to expend amounts in excess of said sum for such relocation.
Such work shall not disrupt parking facilities required for employees and
invitees of the Water Department, nor shall ingress to or egress from .
such parking facilities bé obstructed. Landlord shall remove the newly
installed chain link fepce -along the frontage of the Premises prior to
_ the Construction Period and Landlord shall vetain possession of the
fencing materials. Tenant may demolish and vemove all other existing
improvements on the Premises (excluding the pipelines, pover lines and
other items shown on Exhibit A—-3)

“Prior to the cowmencement of any such relpcation work by
Tenant, Tenant shall submit to Landlord a written estimate of the cost of’
all such relocatiom work as set forth in the aforesaid plans and
gpecifications together with copiles of all hids received from
contractors. In the event the comstruction price of the loweet bid for
such relocation work ehall be in excess of the Cap Price, then Landlord
shall have the right, for a period of thirty (30) days after Tenant
delivers copies of said bids to Landlord as aforesaid, te:

(i)  Approve the construction price of said lowest bid and
pay to Tenant the amount thereof which exceeds the Cap Price at the time
and as provided hereinbelow; or

(ii) Modify the plans and specifications for such reloeation
work, and resubmit the same to Tenant to obtainm a mew construction price
not exceedlng the Cap Price.

If Landlord shall fail to approve the lowest bid or modify its
plans as herein provided within said thirty (30) day period, them said
lowest bid shall be deemed approved and Landlord shall pay te Tenant the
amount, if any, by which the construction price of such relocationm work
shall. exceed the Cap Price, as hereinafter provided. Within thirty (30)
days after completion of such relocation work, Tenant shall deliver to
Landlord a statement certified by an officer of Tenant’s Orchard Supply
Bardware division setting forth in detail the costs of completing such

S



relocation work in accordance with Lendlord's plans and specificatioms,
including the computation of costs in excess of the Cap Price which are
to be paid by landlord. Within thirty (30) days after the delivery of
sgid statement to Landlord, Landlord shall reimburse Temant for the cost
of completing such relocation work in excess of the Cap Price. If
Landlord shall fail to reimburse Tenaut as herein provided within said
thirty (30): day period, then Tenaut may, at its optiom, deduct such
amount from the next due and succeeding peyments of Minimum Apnual Rent
and other charges payable by Tenant to Landlord under this Lease,

2.07. MHaintenance of Ingress & Egress Easement Area. Throughout
the term of this Lease and any extensions thereof, Tenant covenants and
agrees to maintain and repair the Ingress & Egress Easement area in good
order and condition including, but not limited to repaving, restriping,
filling in por holes, removing all rubbish and debris therefrom, and
removing all satanding water and ice therefrom, provided, however, that
Tenant shall not be .obligated to repair or replace any portion of the

Ingress & Fgresse Easement area, the damage te which was caused by -

Landlord, its employees, agents, officers, licensees, invitees or
contractors, or with respect to any repair or replacement required as a
result of the faulty or defective construction of amy portion of the
Ingress & Egress Easement erea (and lLandlord agrees to repair amnd/or
replace the same). If Tenant shall fail to make or perform any of its
maintenance obligations herein provided, and if Tenant ghall wot cure
such breach or failure within thirty (30) days after notice from Landlord
specifying such breach or failure (or if such breach or failure shall
tTeasonably take more than thirty (30) days to cure, Tenant shall not have
commenced the same within said thirty (30) days and diligently prosecuted
the same to completion), Landlord way, st Landlord's option, without
waiving any claim for damages for breach of agreement, at any time
thereafter cure such breach or failure for the account of Tenant, and any
amount paid or any contractual liability incurred by Landlord in so doing
shall be deemed paid or incurred for the account of Tenant and Tenant
agrees to reimburse Landlord therefor. If Temant shall fail to reimburse
Landlord upon demand for any amount paid for the account of Tenant
hereunder, said amount shall be added to and become due as a part of the
next payment of Annual Rent due hereunder.

ARTICLE THREE

v
'

Term

3.01. Initial Term. The Term shall commence on the Commencement
Date and shall expire at the hour of 12:01 A.M. on the thirtieth (30ch)
anniversary of the Commencement Date unless (i) the Term is extended in
accordance with the provigione of Section 3.02 or (ii) earlier terminated
as hereinafter provided.

3,02. Extended Term. Subject to all of the provisions of this
Ground Lease including, without limitation thereto, the provisions for
the adjustment and reappraisal of Rent in ARTICLE FIVE, Tenant may, at
Tenant's option, extend the Term for two (2) additional ten {10) year
periods (the "Extended Term"), which Extended Term ghall commence at the
expiration of the Initial Term (or the next preceding Extended Term) and
terminate at the hour of 12:01 A.M. on the tenth (10th) ammiversary of
the date of commencement of each Extended Term, unless earlier terminated
as hereinafter provided.

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

(1) No Default. Tenznt sghall not be in default under
this Cround lease (i) at the time notice of exercise of the option is
given to Landlord, anmd (i{i) on the last day of the Initial Term (or the
next preceding Extended Term).

{2) Motice. At least one hundred eighty (180) days
before the last day of the Initial Term (or next preceding Extended
Term), Tenant 8hall ‘give Landlord writtem wpotice that Tenant has
irrevocably elected to extend the Term in accordance with the provisions
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of this Section 3.02, Each party shall, at the request of the other,

-execute a memorandum in recordable form acknowledging that the option has

been exercised and the Term extended for the applicable Extended Term.

ARTICLE FOUR

Security Deposit .

4,01,. (a) Amount. On or before the Commencement Date, Tenant
shall pay to Landlord as initial security for the full performance and
observance of each and all of the provisions hereof a sum equal to Sixty
Three Thousand Dollars ($63,000.00). In the slternative, Tenant may, at
its option and in lieu of such cash deposit, establish and wmaintain
throughout the Term of this Lease, with a national or California bank
having at least one branch office within the City and County of San
Francisco, a confirmed irrevocable letter of credit in favor of the City
and County of San Francisco, a municipal corporation, acting by and

through it Public Utilities Commission, in an amount of Sixty Three.
Thouéand Dollars ($63,000.00), Said letter of credit shall provide that-

payment of the entire face amount thereof, or any portion thereof, shall
be made to the City and County of San Francisco, upon presentation of a
written demand to the said bank signed by the General Manager omn behalf
of the City and County of San Francisco.

(b) Disposition of Security Deposit. If Tenant defaults in
any covenant ot agreement to be observed or performed by Tenant under
this Lesse beyond any applicable grace period as elsewhere provided in
this Lease, Landlord may use, apply or retain the whole or any part of
the Security Deposit (or meke its demand under said letter of credit) for
any or all of the following purpases, an in such order of priority, as
Landlord may elect in its sole discretion: (i) to the extent of any sum
due to Landlord; (ii) to compensate Landlord for amy expense or damage
caused by Tenant's default; or (iii) to cure the default. If any portion
of said security deposit (or said letter of credit) is so used or

‘applied, Tenant. shall within thirty (30) days after written demand

therefor, deposit cash with Landlord in en amount sufficient to restore
and maintain the security deposit at its original amount, and Tenant's
failure to do so shall be a default under this Lease. If Landlord shall
apply or retain the whole or any part of such security deposit or shall

_receive any payments from the aforementioned bank under said letter of
- credit by reason of having made a wrongful or excessive demand for

payment, thean Landlord shall return to Tenant the amount by which

Landlord's total veceipts from such security deposit or letter of credit.

shall exceed the amount to which Landlerd is rightfully entitled,
together with interest at the maximum lawful rate, but Landlord shall not
otherwise be liable to Tenant for any damages or penalties. Any such
letter of credif hereunder shall have an original term of one year, with
automatic extensions through the Term of this Leamse, and shall provide
for mixty (60) days notice by said bank to Landlord in the event of
nonextension. In the event of any such wnonextemsion, Tenant shall
replace said letter of credit at least ten (10) days prior to expiration,
and if Tenant fails to do so, Landlord shall be entitled to present it
written demand for payment of the entire face amount of said letter of
credit., Any amount so received by Landlord shall be returned to Tenant
upon replacement of the letter of credit.

4.02. Surety Bond. In lieu of the cash security deposit and/or
letter of credit hereinabove provided, Tenant may, at ite optiom, obtaim
and deliver to Landlord a ' valid surety bond or bonds in a sum equal to
gix (6) months Annual Rent, isswued by a surety company or companies
reasonably acceptable to the Controller of the City of San Franmcisco and
in such form as reasonably approved by the City Attorney of the City of
San Francisco, which surety bonds shall be kept, at Tenant's own expense,
in full force and effect until the sixtieth (60th) day after expiration
or earlier termination of the Term of this Lease, as the same may here-
after be modified, remewed or extended, to insure faithful performance by
Tenant of all of the covenants and conditions to be performed or observed
by Tenant hereunder according to their true intent and meaning, including

‘but not limited to, provisions for payment of all rents, taxes, insurance

and other charges, and payment of all valid claims resulting from any
breach of this Lease. 8Said bond or bonds shall also provide that thirty
(30) days' prior written notice of cancellation or material change of
said bond or bonds shall be delivered to the Manager.
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ARTICLE FIVE
Rent

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

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

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

(c) Adjuatment to Annual Rent.

(1) Adjusted Amount. Except as otherwise provided in
Section 5.01(d) below, the Annual Rent shall be adjusted (subJect to the
limitations hereinafter set forth) on the fifth (5th) .anniversary of the
Commencement Date and each five (5) year anniversary date thereafter
mcludmg, without limitation thereto, any such anniversary date
occurring during the Extended Term (each such date being referred to
berein as an "Adjustment Date™ in accordance with Section 5,01(e)(2)
below. For purposes hereof, the terms "Consumer Price Index", "CPI", or
"Index", shall mean the Consumer Price Index For All Urban Consumers, San
Francisco/Oakland Metropolitan Area, All Items Series A, based on the
year 1967=100, published by the United States Department of Labor, Bureau
of Labor Statistics.

(2) cCalculation of CPI Adjustment. The periodic
adjustments to Minimum Annual Rent shall be calculated as follows:

(a) The first such rental adjustment shall be made
for purposes of calculating the Annual Rent for the five (5) year period
commencing on the fifth (5th) anniversary of the Commencement Date. For
such purpose, the Beginning Index Figure shall be the figure for the
Consumer Price Index last published immediately prior to the end of the
Development Period, and the Adjustment Date Index Figure shall be the
figure for the Consumer Price Index last published immediately prior to
the fifth (5th) anniversary of the Commencement Date. The Annual Rent
for the five (5) year period commencing with the fifth (5th) anniversary
of the Commencement Date shall be the amount equal to the sum of: (i)
the Initial Annual Rent set forth in Section 5.01(b); plus (ii) "the
amount derived by multiplying said Initial Annual Rent by the fractionm,.
the numerator of which is the Adjustment Date Index Figure less the
Beginning Index Figure, and the denominator of which is the Beginning
Index Figure, provided, however, that in no event shall the Annual. Rent
be adjusted downward, and provided further that if the above calculation
of CPI adjustment results in an adjusted Annual Rent which exceeds the
Initial Annual Rent set forth in Section 5.01(b) by 30 or more, then the
Annual Rent for said five (5) year period commencing with the fifth (5th)
anniversary of the Commencement Date shall be 1307 of the Initial Annual
Rent set forth in Section 5.01(b), and provided further that Tenant may,
at its option, elect to have the Annual Rent for said five (5) year
period established pursuant to the optional appraisal procedures set
* forth in Section 5.01(d) hereof.

(b} The second such rental adjustment shall be made
for purposes of calculating the Annual Rent for the five (5) year period
commencing on the tenth (10th) anniversary of the Commencement Date. For
such purpose, the Begiuning Index Figure shall be the figure for the
Consumer Price Index last published immediately prior to the £ifth (5th)
anniversary of the Commencement Date, and the Adjustment Date Index
Pigure shall be the figure for the Consumer Price Index last published
immediately prior to the tenth (10th) anniversary of the Commencement
Date. The Annual Rent for the five (5) year .period commencing with the
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tenth (10th) anniversary of the Commencement Date shall be the amount
equal to the sum of: (i) the Annual Rent paysble during the tenth (10th}
Lease Year of the Term; plus (ii) the amount derived by multiplying the
Annual Rent payable during the tenth (10th) Lease Year of the Term by the
fraction, the numerator of which is the Adjustment Date Index Figure less
the Beginmning Index Figure, and the denomirnator of which is the Beginning
Index Figure, provided, however, that in no event shall the Annual Rent
be "adjusted downward, and provided further that if the above calculation
of CPI adjustment results in an adjusted Annual Rent which exceeds the
Annual Rent payable during the tenth (10th) Lease Year of the Term by 30%
or more, then the Annual Rent for said five (5) year period commencing
with the tenth (10th) anniversary of the Commencement Date shall be 130%
of the Annual Rent payable during the tenth (10th) Lease Year of the Term.

(¢) The third such rental adjustment shall be made
for purposes of calculating the Annual Rent for the five (5) year period
commencing on the fifteenth (15th) amnniversary of the Commencement Date.
.For such purpose, the Beginning Index Figure shall be the figure for the
Consumer Price Index last published immediately prior to the tenth (10th)
anniversary of the Commencement Date, and the Adjustment Date Index
Figure shall be the figure for the Consumer Price Index last published
immediately prier to the fifteenth (15th) anniversary of the Commencement
Date. The Annual Rent for the five (5) year period commencing with the
fifteenth (15th) anniversary of the Commencement Date shall be the amount
equal to the sum of: (i) the Annual Rent payable during the fifteenth
(15th) Lease Year of the Term; plus (ii) the amount derived by
multiplying the Annual Rent payable during the fifteenth (15th) Lease
Year of the Term. by the fraction, the numerator of which is the
Adjustment Date Index Figure less the Beginning Index Figure, end the
denominator of which is the Beginning Index Figure, provided, however,
that in no event shall the Annual Rent be adjusted downward, and provided
further that if the sbove calculation of CPI adjustment results in an
adjusted Annual Rent which exceeds the Annual Rent payable during the
fifteeath (15th) Lease Year of the Term by 30 or more, then the Annual
Rent for said five (5) year period commencing with the fifteemth (15th)
anniversary of the Commencement Date shall be 130% of the Annual Rent
‘payable during the fifteenth (15th) Lease Year of the Term.

(d) The fourth such rental adjustment shall be made
for purposes of calculating the Annual Rent for the five (5) year period
commencing on the twentieth (20th) anniversary of the Commencement Date.
For such purpese, the Beginning Index Figure shall be the. figure for the
Consumer Price Index last published immediately prior to the fifteenth
(15th) anniversary of the Commencement Date, and the Adjustment Date
Index Figure shall be the figure for the Consumer Price Index last
published immediately prior to the twentieth (20th) amniversary of the
Commencement Date. The Aunnual -Rent for the five (5) year period
commencing with the twentieth (20th) anniversary of the Commencement Date
shall be the amount equal to the sum of: (i) the Annual Rent payable
during the twentieth (20th) Lease Year of the Term; plus (ii) the amount
derived by multiplying the Annual Rent payable during 'the twentieth
(20th) Lease Year of the Term by the fraction, the numerator of which is
the Adjustment Date Index Figure less the Beginning Index Figure, and the
denominator of which is. the Beginning Index Figure, provided, however,
that in no event shall the Annual Rent be adjusted downward, and provided
further that if the above calculation of CPI adjustment results in an
adjusted Annual Rent which exceeds the Annual Rent payable during the
twentieth (20th) Lease Year of the Term by 30% or wore, then the Annual
Rent for said five (5) year period commencing with the twentieth (20th)
anniversary of the Commencement Date shall be 1302 of the Annual Rent
payable during the twentieth (20th) Lease Year of the Term and provided
further that Tenant may, at ite option, elect to have the Annual Rent for
said five (5) year period established pursuant to the optional appraisal
procedures set forth in Section 5.01(d) hereof.

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




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

Conmencement Date. The Annual Rent for the five (S5) year period
commencing with the twenty-fifth (25th) anniversary of the Commencement
Date shall be the amount equal to ‘the sum of: (i) the Annual Rent
payable during the twenty-fifth (25th) lease Year of the Term; plus (ii)
the amount derived by wmultiplying the Annual Rent payable during the
twenty-fifth (25th)  Lease Year of the Term by the fractionm, the numerator
of which is the Adjustment Date Index Figure less the Beginning Index
Figure, and the denominator of which 'is the Beginning Index Figure,
provided, however, that in mno event shall the Annual Rent be adjusted
downward, and provided further that if the above calculation of. CPI
ad justment results in an adjusted Annual Rent which exceeds the Annual
- Rent payable during the twenty-fifth (25th) Lease Year of the Term by 30X
or more, then the Annual Rent for said five (5) year periocd commencing
with the twenty-fifth (25th) anniversary of the Commencement Date shall
be 130% of the Annual Rent payable during.the twenty—-fifth (25th) Lease
Year of the Term,

(f) If Tenant exercises its first option to extend
the term of this Lease pursuant to Section 3.02, then a sixth and a
seventh rental adjustment shall be made for purposes of calculating the
Annual Rent for the five (5) year period commencing on the thirtieth
(30th) anniversary of the Commencement Date and for the five year period
commencing on the thirty=fifth (35th) apniversary of the Commencement
Date as follows:

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

(ii) For purposes of caleculating the Annual
Rent for the five year period commencing on the thirty-fifth (35th)
anniversary of the Commencement Date, the Beginning Index Figure shall be
the figure for the Consumer Price Index last published immediately prior
to the thirtieth (30th) anniversary of the Commencement Date, and the
Adjustment Date Index Figure shall be the figure for the Consumer Price
Index last published immediately prior to the thirty-fifth (35th)
anniversary of the Commencement Date. The Annval Rent for the. five (5)
year period commencing with the thirty—fifth (35th) anniversary of the
Commencement Date shall be the amount equal to the sum of: (i) the
Annual Rent payable during the thirty—fifth (35th) Lease Year of the
Term; plus (ii) the amount derived by multiplying the Annual Rent payable
during the thirty-fifth (35th) Lease Year of the Term by the fraction,
the numerator of which is the Adjustment Date Index Figure less the
Beginning Index Figure, and the denominator of which is the Beginning
Index Figure, provided, however, that in no event shall the Apnual Rent
‘be adjusted downward, and provided further that if the above calculation
of CPI adjustment results in an adjusted Annual Rent which exceeds the
Annual Rent payable during the thirty-fifth (35th) Lease Year of the Term
by 307 or more, then the Annual Rent for said Ffive (5) year period
commencing with the thirty-fifth (35th) anniversary of the Commencement
Date shall be 130% of the Annual Rent payable during the thirty-fifth
(35th) Lease Year of the Term.

(g) If Tenant exercises its second option to extend
the term of this Lease pursuant to Section 3.02, then an eighth and a
ninth rental adjustment shall be made for purposes of caleulating the
Annual Rent for the five (5) year period commencing on the fortieth
(40th) anniversary of the Commencement Date and for the five year period
commencing on the Fforty-fifth (45th) anniversary of the Commencement Date
as follows:

(i) The Annual Rent for the five year period
commem:lng on the fortieth (40th) anniversary of the Commencement Date,
shall be the fair market rental determined pursuant to the procedures set
forth in Section 5.01(e) hereof with the Appraisal Date referred to



therein being the thirty-ninth (3%th) anniversary of the Commencement
Date. This adjustment to fair market rental commencing upon the fartieth
(40th) anmiversary of the Commencement Date shall be mandatory and Tenant
shall not have the option of a CPI adjustment.

(ii) For purposes of caleculating the Annual
Rent for the five year period commencing on the forty-fifth (45th)
anniversary of the Commencement Date, the Beginning Index Figure shall be
the figure for the Consumer Price Index last published immediately prior
to the fortieth (40th) anmniversary of the Commencement Date, and the
Ad justment Date Index Figure shall be the figure for the Consumer Price
Index last published immediately prior to the Fforty~fifth (45th)
anniversary of the Commencement Date. The Annual Rent for the five (5)
year period commencing with the forty-fifth (45th) anniversary of the
Commencement Date shall be the amount equal to the sum of: (i) the
Arnual Rent payable during the forty~fifth (45th) Lease Year of the Term;
plus (ii) the amount derived by multiplying the Annual Rent payable’
during the forry-fifth (45th) Lease Year of the Term by the fraction, the
numerator of which is the Adjustment Date Index Figure less the Beginning
Index Figure, and the denominator of which is the Beginning Index Figure,
provided, however, that in no event shall the Annual Rent be adjusted
downward, and provided further that if the above calculation of CPI
adjustment results in an adjusted Annual Rent which exceeds the Annual
Rent payable during the forty-fifth (45th) Lease Year of the Term by 302
or more, then the Annual Rent for said five (5) year period commencing
with the forty—fifth (45th) anniversary of the Commencement Date shall be
1307 of the Annual Rent payasble during the forty-fifth {45th) Lesse Year
of the Term.

(3) Payment of Adjusted Anpual Rent. Following each
Adjustment Date, Tenant shall continue to pay Annual Rent at the rate
applicable to the preceding period until soch time as Landlord shall
deliver to Tenant written notice of Landlord’s determination of the
appropriate amount of adjusted Annual Rent. Commeuncing upom the Ffirst
day of the month next following Tenant's receipt of Landlord's notice of
Landlord's determination of adjusted Aonual Rent, Tenant shall pay
Landlord adjusted Aanual Rent at the rate determined pursuant te Section
5.01{c)(2), subject to the provisions of Section 35.01{(d)(3). In addi-
tion, subject to the provisions of Section 5.01(4)(3} hereof, if the
monthly installments of adjusted Annual Rent payable by Tenant as
determined pursuant to Section 5.01{c)(2) shall be increazsed aver the’
monthly installments payable by Tenant for the preceding period, then on
the first day.of the month next following Temant's receipt of Landlord's
notice of Landlord's determination of adjusted Annual Rent, Tenant shall
also pay to Landlord an smount equal to the difference, if any, between
‘the monthly installments of Annusl Rent determined . pursuant to Section
5.01{c)(2) and the monthly installments of Annual Rent paid by Tenant
from the applicable Adjustment Date to the first day of the month pext
following Tenant's receipt of Landlord's notice of Landlord's determi-
nation of adjusted Aonual Rent.

() Optional Reappraisal of Minimm Annual Rent.

(1) Option. At Tenant's option, the Annual Rent may be
revised in accordance with the Ffollowing procedures onm the Fifth (5th)
and . twentieth (20th) anniversaries of the Commencement Date (each being
referred to as an "Appraissl Date') to an amount equal to the fair market
rental of the Premises, exclusive of Improvements, as of the Appraisal
‘Date, or the amount payable pursuant to Section 5.01{c)(2), whichever is
the lesser. Tenant shall exercise such option by written mnotice
delivered to Landlord within thirty (30) days af‘ter each Appraisal Date.

. (2) Determination. Determination of fair market rental
shall be based on the highest and best use of the Premises on the
applicable Appraisal Date subject to the provisions of this Ground
Lease, Within thirty (30) days after receipt of Tenant's notice electing
its option to have the Annuzl Rent adjusted by appraisal pursuant to
Section 5.01(d}{1) above, Landlord shall give Tenant written notice of
Landlord's determination of the appropriate amount of the  appraised
Annual Rent, If Tenant disagrees, it may submit the question of the
appropriate amount of the appraised Annual Rent to arbitration in
accordance with the provisions of Section 5,02 by giving Landlord the
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notice required by Section 5.02(a) within twenty (20) days ._.er receipt
of Llandlord's written determinatiom. If Tenant does not submit
Landlord's determination of the appropriate amount of appraised Annual
Rent to arbitration within the required period, Landlord's determination
shall be final. The decision of the arbitrators shall be finalj
provided, however, that in no event shall the Annual Rent be less than
the amount stated in Section 5.01(b).

. (3) Payment. If Tenant shall exercise its option under
Section 5.01(d)(1) hereof, Tenant shall continue to pay Annual Rent at
the rate applicable to the preceding period until such time as Landlord
shall deliver to Tenant written notice of Landlord's determination of the
appropriate amount of appraised Annual Rent. Commencing upon the first
day of the month next following Tenant's receipt of Landlord's notice of
Lendlord’s determination of appraised Amnual Rent, Tenant shall pay
Landlord adjusted Annual Rent at the rate determined pursuant to. Section
5.01(d)(2) or at the rate determined pursuant to Section 5.01(c)(2),
whichever is less, but in no event less than the Annual Rent specified in
Section 5.01(b). 1In addition, if the monthly installments of adjusted
Annual Rent payable by Tenant shall be increased over the monthly
ingtallments payable by Tenant for the preceding period, then on the
first day of the month next following Tenant's receipt of Landlord's
notice of Landlord's determination of appraised Annual Rent, Tenant shall
also pay to Landlord an amount equal to the difference, if any, between
the monthly installiments of Annual Rent determined ‘' pursuant to Section
5.01(d)(2) or at the rate determined pursuant to Section 5.01(c)(2),
whichever is less, and the monthly installments of Annual Rent paid by
Tenant from the applicable Appraisal Date to the first day of the month
next following Tenant's receipt of Landlord's notice. of Landlord's
determination of appraised Annual Rent. Notwithstanding the foregoing,
if Tenant elects to submit the question of the appropriate smount of
appraised Annual Rent to arbitration purswant to Section 5,01(d}(2}, then
Tenant shall continue to pay Annual Rent at the rate applicable to the
preceding period until such time as the arbitrators render their written
determination of appraised Annual Rent. Commencing upon the first day of
the month next following the date the arbitrators shall render their
written determination of appraised Annual Rent, Tenant shall pay Landlord
appraised Annual Rent st the rate determined by the arbitrators or at the
rate determined pursuant to Sectionm 5.01(c)(2), whichever is less, but in
no event less than the Annual Rent specified in Section S5.01(b), In-
addition, if the monthly installments of adjusted Annual Rent payable by
Tenant shall be increased over the monthly installments payable by Tenant
for the preceding period, then on the first day of the month next
following the date the .arbitrators shall render their written determi~-
nation of appraised Annual Rent, Tenant shall also pay to Landlord an
amount equal to the difference, if any, between.the wonthly installments
of Annual Rent determined by the arbitrators or at the rate determined
pursuant to Section 5.01{(c){2), whichever is 1less, and the wmonthly
installments of Annual Rent paid by Temant from the applicable Appraisal
Date to the £first day of the wmonth next £ollowing the date the
arbitrators shall render their written determination of appraised Amnual
Rent. Anything herein contained to the contrary notwithstanding, if the
amount of Annual Rent "determined by appraisal purswant to Section
5.01¢d)(2) or by arbitration pursuant to Section 5.02 shall be less tham
the amount of Annual Rent paid by Tenant for the preceding period, then
commencing upon the first day of the month next following the date om
which Tenant shall receive Landlord’s notice of Landlord's determination
of appraised Annual Rent or the date on which the arbitrators shall
render their written determination of appraised Annual Rent, as the case
may be, Tenant may deduct from the next and succeeding installments of
Annual Rent due, an amount equal to the excess of the wonthly
installments of Annual Rent already paid from the applicable Appraisal
Date to the date of determination as aforesaid over the amount of
appraised Annual Rent as determined pursuant hereto.

(4) Independent Elections. Failure on the part of
Tenant to seek adjustment of Annual Rent to fair market rent shall not
restrict or preclude exercise by Tenant of its election with respect to
any subsequent Appraisal Date.
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. .~} Base For Future Adjustmentg. Once Annual Rent has
been determined by appraisal, the Annual Rent so determined shall then
become the Annual Rent for determination of future adjustments pursuant
. to Seection 5.01(c)(2) which sghall apply thereafter until such time as

Annual Rent is again subject to adjustment to fair market rent s provided
- herein. . .

{e) Annual Rent for Extended Terms.

(1) Determination. Determination of fair market rental
shall be hagsed on the highest and best use of the Premises on the
applicable Appraisal Date subj)ect to the provisions of this Ground
Lease. Within thirty (30) days after the applicable Appraisal Date,
Landlord shall give Tenant written notice of Landlord's determination of
the appropriate amount of the appraised Annual Rent, If Tenant
disagrees, it may submit the question of the appropriate amount of the
eppraised Annual Bent to arbitration in accordance with the provisions of
Section 5,02 by giving Landlord the notice required by Section 5,02(a)
within twenty (20) days after receipt of landlord's written
determination. If Tenant does not submit Landlord's determination of the
appropriate amount of appraised Annual Rent to arbitration within the
required period, Landlord’s determination shall be final. The decision
of the arbitrators shall be final; provided, however, thet in no event
gshall the Annual Rent be less than the amount stated in Seection 5.01(b).

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

event Landlord shall fail to submit its determination of appraised Amnual
Rent on or before the date which is sixty (60) days prior to the date
upon which Tenent must deliver notice to Landlord of its electionm to
extend the Term pursuant to Section 3.02(a){2) hereof, or if the matter
of appraised Annual Rent shall have been submitted to arbitrarion
pursuant to Section 5.01{e){1l) hereof, and the arbitrators shall not have
rendered their determination of appraised Annual Rent on or before the
date which is thirty {(30) days prior to the date upon which Tenant must
deliver notice to Landlord of its election to extend the Term pursuant to
Section 3.02(a)(2Z) hereof, then and in any such event, the Initial Term
or the preceding Extended Term, as the case way be, and the date by which
Tenant must deliver notice to Landlord of its election to extend the Term
shall each be automatically extended one (1) day for each day of any such
delay.

. (3) Payment. Tenant shall continue to pay Annual Rent
at the rate applicable to the preceding period until such time as
Landlord ghall deliver to Tenant written - notice of Landlord's
determination of the appropriate amount of appraised Annual Rent.
Cormencing upon the first day of the month next following Tenant's
receipt of Landlord’se notice of Landlord's determination of appraised
Aunual Rent, Tenant shall pay Landlerd appraised Annual Rent at the rate
- determined pursuant to Section 5.01(e}(1). In addition, if the monthly
installments of adjusted Annual Rent payable by Tenant shall be increased
over the monthly installments payable by Temant for the preceding period,
then on the first day of the month next following Tenant's receipt of
Landlord's notice of Landlord's determination of appraised Annual Rent,
Tenant shall also pay to Landlord an amount equal to the difference, if
any, between the monthly installments of Annual Rent determined pursuant
to Section 5.01(e) (1) and the monthly installments of Annual Rent paid by
Tenant from the applicable Appraisal Date to the first day of the month
next following Tenant's receipt of Landlord’s notice of Landlord's
determination of appraised Annuzl Rent., Notwithstanding the foregoing,
if Tensnt elects to submit the question of the appropriate amount of
appraised Apnual Rent to arbitration pursuant to Section 5.01(e){(2), cthen
Tenant shall continue to pay Annual Rent at the rate applicable to the
preceding period until such time as the arbitrators render their written
determination of appraised Annual Rent. Commencing upon the first day of
the month next following the date the arbitrators shall render their
written determination of appraised Annual Rent, Tenant shall pay Landlord
appraised Annual Rent &t the rate determined by the arbitrators. In
addition, if the monthly installments of adjusted Annual Rent payable by
Tenant shall be increased over the monthly installments payable by Tenant
for the preceding period, them on the first day of the month next
following the date the arbitrators shall render their written determi-—
nation of appraised Annual Rent, Tenant shall also pay to Landlord an
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amount equal to the difference, if any, between the monthly .  allments
of Annual Rent determined by the arbitrators and the mounthly installments
of Annual Rent psid by Tenant from the applicable Appraisal Date to the
first day of the month next following the date the arbitrators shall
render their written determination of appraised Anmnual Rent. Anything
herein contained to the contrary notwithstanding, if the amount of Annusl
Rent determined by appreisal pursuant to Sectiom 5.01(e}{2) or by
srbitration pursuant to Section 5.02 shall be leas than the smount of
Sanual Rent paid by Tenant for the preceding period, then commencing upon
the first day of the month next following the dste en which Tenant shall
receive Landlord's notice of Landlord's determination of appraised Annual
Rent or the date on which the arbitrators shall remder their written
determination of appraised Anpusl Rent, as the case may be, Tenant may
deduct from the next and pucceeding installments of Annual Rent due, an
amount equal to the excess of the monthly instaliments of Anpual Rent
already paid from the applicable Appraisal Date to the date of
determination as aforesaid over the amount of appraised Annual Rent as
determined pursuant hereto.

(£) Time Place and Manner of Payment of Annual Rent. Annual
Rent for each year of the Term shall be paid in lawful money of the
United States in equal momthly installments in advance on the first day
- of each calendsr month at the office of the Chief Accountant, San
Francisco Water Department, located at 425 Mason Streer, San Francisco, .
California 94101 (or ‘such other place as Landlord may designate in
writing) commencing with the first day of the first full calendar month
during which the Development Period ends. If the Development Period ends
on any day other than the first day of a calendar wonth, the first
installwent of Annual Rent shall include, in addition to the wmonthly
installment to be paid in advaace, a pro-rated payment of Rent for the
month during which the Development Period emda. In addition, if the last
day of the Term occurs on any day other than the last day of a calendar
month, the last installment of A4nnual Rent ghall be appropriately
pro-rated.

(g} Change in Consumer Price Index.

(1) 1If the Index is changed at any time during the Term
80 that the base year differs from that used to compute the Beginming
Index Figure, the Index” shall bhe converted in accordance with the
conversion factor published by the United States Department of Labor,
Bureau of Labor Statistics.

(2) 1f the Index is discontinued or revised during the
Term, such other government index or computation which replaces it shall
be osed in order to obtain substaptially the same result as would be
cbtained if the Index had not been discontinued or revised. If the
parties are unable to agree upon the aubstitute index or computation no
later than thirty (30) days prior to the next Adjustment Date, the
appropriate substitute index or computation shall, on application of
either party, be determined by the chief officer of the San Francisco
Regional Office of the Bureau of Lzbor Statistics or its successor.

5.02. Determination of Fair Market Rental by Arbitration. 1f
Tenant disagrees with any determination of fair market reatal made by
landlord under Sectiom 5.01, Tenant shall have the right to submit the
ipBue to arbitration as follows:

(&) Within twenty (20) .business days after receipt of
Landlord's determination of fair market rental, Tenant shall give
Landlord written notice of intention to arbitrate, such notice to specify
the nawe and address of the person designated to act as arbitrator om
Tenant's behalf. The party so designated shall be qualified as provided
in (Section 5.02(d). Failure to give written mnotice as above provided
within such twenty (20} day period shsall constitute an acceptance of
Landlord's determination of frir market rental.

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

market rental determined solely by the arbitrator selected by Tenant,
then Landlord shall so notify Tenant in writing within ten (10) business
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days after receipt _. the notice demanding arbitration given by Tenant as
provided in Section 5.02(a), such notice to specify the name and ‘address
of the person designated by landlord to act as its arbitrator and in such
case both Tenant's arbitrator and Landlord's arbitrator shall jeintly
determine the fair market rental in asecordsnce with this Section 5.02,
subject, however, to the apprintment of a third arbitrator purasuant to
Section 5,02(c) hereof. The person 80 designated by Landlord shall have
the qualifications sperified in Sectiom 5.02(d). Failure on the part of
Landlord to specify its arbitrator within the time period and in the
wanner set forth above shall constitute agreement to have the issue of
fair market rental determined by the person designated by Tenant.

(c) If the issue of fair market rental is to be determined
by a single arbitrator, the determination shall be made as diligently as
possible and the report of the arbitrator delivered to the parties within
thirty (30) days after expiration of the period of appointment of the
gecond arbitrator pursuant to Section 5.02(b). If two arbitrators are
selected, the arbitrators shall meet within temn (10) busingss days after
appointment of the second arbitrator and attempt to agree upon the issue
of fair market rental to be determined. If the two arbitreators are
ungble to agree upon the guestion in issue within ten (10) business days
after the first meeting, they shall appoint a third arbitrstor who shall
be a competent and impartial person qualified to act in accordance with
the provisions of Section 5.02(d). In the event the twe arbitrators are
unable to agree upon a third arbitrator within fifteen (15) business days
after the first meeting, the parties themselves shall select a third
arbitrator within a further period of ten (10) business days. If the
parties -are upable to agree upon a third arbitrator within the required
period, either party, on behalf of both, may request the Presiding Judge
of the Superior Court for the County of San Mateo, acting in his private,
non-judicial capacity, to appoint as the third arbitrator amp impartial
person qualified to act in accordance with the provisions of Section
5.02(d) and the other party shall not raise any question as to the
judge's full power gnd jurisdiction to entertain the application and make
the appointment. The three (3) arbitrators shall decide the digpute (if
it has not previously been resolved) by following the procedure set forth
in Section 5.02(g).

(d) All arbitrators shall be gualified M.A.I. real estate
appraigsers familiar with rhe fair market wvalue and rental of properties
similar to the Premiges in the County of San Mateo who could be qualified
as expert witnesses, over objectionm, to give opinion testlmony addressed
to the issue in a court of competent jurisdiction.

(e} 1In the event of the failure, refusal or imability of any
arbitrator to aect, he shall appoint his successor; provided, however,
that any successor to the third arbitrator shall be appointed as
hereinbefore provided. The arbitrators shall, if possible, render a
written decision within tem (10) business days after the appointment of
the third arbitrator. A decision in which any twe arbitrators comcur
shall in all cases be binding and conclusive upon the parties. Each
party shall pay the fee and expenses of its arbitrater and both ehall
share equally the fee and expenses of the third arbitrator, if any. Each
party shall pay the fees and expenses of its attorneys and, any witness it
may call.

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

(g) Where an issue cannot be resolved by agreement between
any two arbitrators, of by settlement between the parties during the
course of arbitration, the issue shall be resolved by the three
arbitrators in accordance with the following procedure, The arbitrator
salected by each of rhe parties shall prepare a writtem opinion of fair
market rental and the reasons therefor and give counterpart copies to
each party and each.of the other arbitrators. The third arbitrator shall
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arvange for a simul _eous exchange of the proposed resolut . The
third arbitrator shall select which of the two proposed resoln - ns most -
closely approximates his determination of the issue. The third
arbitrator shall have no right to propose a middle ground or any
modification of either of the two proposed resclutione. The vesolution
which  the third arbitrator selects shall constitute the decision of the
arbitrators and shall be £inal and binding upon the parties.

(h) The judgement or the award rendered in any arbitration
initiated and conducted im accordance with ‘this Section 5.02 may be
aptered in any court of competent jurisdiction and shall be final and
binding wupon the parties, The arbitration shall be conducted and
determined in the City and County of San Francisco in accordance with the
then prevailing commercial srbitration rules of the American Arbitration
Association or its successor except as modified to conform to the
foregoing.

5.03. Late Charges. Tenant recogrizes that late payment of ‘any
Rent or other sum due hereunder from Tenant to Landlord will result in
sdministrative expenses to Landlord, the extent of which additional
expense is extremely difficult sand economically impractical to
ascertain. Tenant therefore agrees that if Rent or any other payment due
hereunder from Tenant to Landlord remsins unpaid tem (10} days sfter said
smount is due, the amount of such unpaid Rent or other payment shall be
increased by a late charge to be paid to Landlord by Tenant in an amount
of Three Bunmdred Dollars ($300.00). .In addition, Tenant shall pay
interast on the amount of unpaid Rent or other payment at & rate aof five
percent (5%} per year above the prime rate then charged by the Bank of
America of San Francisco, California or a successor comparable bapk or at
the maximum rate permitted by law, whichever is lower, for each day the
Rent or other payment is delinquent. The asmount of the late charge to be
paid Landlord by Temant on any unpaid Rent or other payment plus any
accrued interest shall be Additional Rent payable by Tenant with the next
succeeding installment of Rent. Tenant agrees that such amount is a
reasonable estimate of the loss and expense to be suffered by Lapndlord as
a result of such late payment by Tenant and may be charged by Landlord to
defray such loss and expense, The provisions of this section in no way
relieve Tenant of the obligatisn to pay Rent or other payments on or
before the date on vhich they are due, nor do the terms of this section
in any way affect Landlord's remedies purswant to Section 17.03 in the
event sgid Rent or-other paymert is unpaid after the due date.

5.06  Additiomal Rent.

(g) Percentage Rental. From snd after the Commentement Date
and continuing during the Term, Tenant shall also pay as Additional Rent
to Landlord, without abatement, deduction or offset, the amounts
specified on the Percentage Rent Schedule attached hereto, marked
Exhibit D and incorporated herein by this reference, as spplied to “Gross
Revenues™ as therein defined.

. (b} GQuarterly Statements. Within twenty (20} days after the
close of each calendar quarter, Tenant shall, withont notice or demand
from Landlord, deliver to Landlord s statement certified as correet by an
officer of Tenant's Orchard Supply Bardware division setting forth the
Gross Revenueg received by Tenant in, upon or from the Premises during
the preceding quarter.

(c) Aonual Ststement, - Within sixty (60) days after the
close of each Lease Year, Tenant shall Ffurnish to Landlord & statement
certified as correct by am officer of Temant's Orchard Supply Hardware
division setting forth the Gross Revenues made in, upon or from the
Premises for the preceding Lease Year (hereinafter szid amnual statement
is veferred  to as the "Annual Statement”). Contemporaneocusly with the
delivery of such Annual Statement, Tenant shall pay to Landlerd the
Percentage Rental, if any, due for the preceding Leasse Year as calculated
in sceordance with the Percentage Rent Schedule attached hereto as
Exhibit "DY, In addition to the foregoing Annual Statement, within sixty
(60) days aftar the expiration of Tenant's fiscal year, Tenant shall
furnish to Landlord a statement duly certified by a certified public
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accountant appror by Manager (which approval shall not t ireasonably
withheld) settin, orth the Gross Revenues made in, uvpon’ or from the
Premises during such fiscal year. Landlord acknowledges that Tenant's
fiseal year may not coincide with the Lease Year established hereunder
and that the figure for Gross Revenues set forth in the Annual Statement
may not be the same as the figure for Gross Revenuea set forth in the
statement of Gross Revenues for Tenant's fiscal year, it being understood
and agreed that the determination of Percentage Rental hereunder shall be
based upon Gross Revenues as set forth in the Annual Statement and that
the ogubmission of the additional annual statement for Tenant's fiscal
year is for information purposes only and shall not increase or otherwme
affect Tenant's obligation to pay Percentage Rental hereunder.

(d) Audit of Gross Revenue Statements. If Tenant shall at -
any time cause a separate audit of Tenant's business conducted in or upon
the Premises to be made by a certified public accountant, Tenant shall
furnish Landlord with a copy of said audit without any cost or expense to
Landlord.,  Tenant agrees that. it will keep all socurce documents
supporting its records of Gross Revenues applicable to each Lesse Year
for a period of twenty-four (24) months following the expiration of each
Lease Year and thereafter will retain summary financial statements
(including, but not limited to, ledgers and journals) for an additional
twelve (12) monthg., Tenant further agrees that Landlord or the agents or
representatives of Landlord may annually inspect Tenant's records of
Gross Revenues, such inspection to be conducted at the accounting offices
of Tenant's Orchard Supply Hardware division, wherever such offices are
now or hereafter located, provided such ingpection is wmade within
thirty=six (36) months after the Annuel Statement of CGross Revenues is
mailed or delivered by Tenant to Landlord and such inspection shall be
limited to the period covered by such Annual Statement. In addition,
Landlord may, in comnection with its inspection of Tenant's records,
employ an independent fimm of Certified Public Accountants to verify
Tenant's reports of Gross Revenues for such year and if such accountants
shall determine that Tenant has underpaid its obligation for Percentage
Rental to the extent of three (3%Z) percent or more for any such Lease
Year, Tenant shall, in addition to paying Landlord the deficiemncy, also
pay the cost of the audit, Any clgim by Landlord for revigion of any
Annual Statement of Gross Revenues or for additional rent, which claim is
not made to Tenant within thirty-six (36) months after the date when such
Annual Statement of Gross Revenues 1s mailed or delivered to Landlord,
ghall be deemed and hereby is waived by Landlord.

(e) Confidentiality of Sales Records. Except to the the
extant that the Information is required to be a matter of public record,
Landlord agrees not to divulge to any person or persons, fimm or
corporation, the amount of sales made by Tenant in or from the Premises
except such disclosuree as wmay be absclutely rtequired (i) to its
employees or agents in the normal course of its business, (ii) to its
auditors, (iii) te bona fide lending institutions and/or purchasers, (iv)
in judiecial or arbitration proceedings, or (v) in response to a valid
subpoena.

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

ARTICLE SIX

Taxes, Assessments and Other Expenses

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

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

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

(¢) Any gross receipts or similar taxes levied on, assessed
against, or measured by, the Rent paid or discharged by Tenant hereunder,
subject, however, to the requirement that the amount of such taxes shall
be determined as if the Premises were the only asset of Landlord, and as
if the rent paid hereunder were the only income of Landlord;

(d) All sales or use taxes which may be imposed on Landlord
or Tenant on account of the leasing, subleasing, assignment or use of the
Premises or any part -thereof by Tenant; ’

(e} All other costs, charges, amounts, liabilities, expenses
and obligations incurred or payable from time to time during the Term by
reason of, or im any manner comnected with, or arising out of (i)
Tenant's estate or interest in the Premises or any part hereof, (ii) any
right or interest of Tenmant in or under this Ground Lease or the
leasehold estate created hereunder, or (iii) the construction,
possession, ownership, occupancy, operations, use, management,
maintenance, repair, restoration, recomstruction or replacement of the
Premises or any part thereof.

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

6.02 Exclusion of Net Income Taxes and Related Taxes. Nothing
herein contained shall impose upon Tenant the obligation to pay any
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franchise, coi_ .te, estate, inheritance, succession, - .apital levy,
transfer or other tax imposed upon Landlord and measured by Landlord's
net income or revenue, or a formula derived therefrom, other than taxes
levied on, assessed against or measured solely by "gross receipts”
consisting of the Rent, subject to the provisions of .Section 6.0l(c)
above. :

" 6.03 Proration of Rents., All taxes, assessments, levies, fees and
other charges lavied on, or assegsed sagainst, the Premises shall be
prerated and apportioned between landlord and Tenant for the tax year in
which the Term commences and for the tax year in which the Term expires
or terminates.

6.04. Contest of Tax levied. Tesmant shall have the right to
contest the validity or amount of any tax, assessment, levy, fee or other
charge payable in whole or in part by Tenant hereunder, or to geek a
reduction in the asgessed value of the Premises, or any part thereof, by
appropriate proceeding diligently conducted in good faith; provided,
however, that Tenant shall indemnify and defend Landlord against, and
save Landlord harmless from and shall protect the Premises from, any
lien, claim, demand, loss, cost, liability or expense arising therefrom.
In the event Tenant undertakes any such contest, Tenant may withhold or
defer payment or pay under protest; provided, however, the prior to
delinquency Tenant shall deliver to landlord a bond in an amount equal to
one hundred fifty percent (1502) of the contested charge together with
the estimated amount of fines, interest, penalties and other charges
which may become due thereon, issued by a corporate surety acceptable to
Landlord, and a protecting Llandlord and the Premises from any line,
claim, demand, loss, cost, liability or .expense which Landlord or the
Premises might suffer’ or. incur as a consequent of the withheld or
protested payment. Upon termination of any such contest, Tenant shall
pay the amount finally determined tc be payable, together with all fines,
interest, penalties or other charges incurred or payable as a result
thereof.

ARTICLE SEVEN

Improvement of the Premises

7.01 Right to Improve. At its sole cost and expense, Tenant shall
have the right to comstruct on the Premises such new improvements as
Tenant may desire and to sglter, modify, remove and replace the same at
Tepant's discretion, subject to the other provisions herein contained.

7.02 Condition of the Premises and Right to Use. Tenant has
relied, and heveaftar shall rely, entirely on its own investigation with
respect to all matters pertaining to the Premises, the physical condirion
thereof, the right te use the Premises and govermmental actions or
spprovals applicable ta or potentially affecting the condition or uvse of
the premises. Landlord makes no covenant or warranty with respect to the
condition of, or the right to use, the Premises including, without
limitation thereto, the condition of the soil or subsoil, the, condition
of the existing improvements, compliance of the ‘existing improvements
with building, health, safety and similar laws, codes or regulations, the
right of Tenant to -use the Premises for any purpose under zoning,
environmental and other land use laws, codes and regulatioms, or any
governmental actions or approvals applicable to the condition or use of
the Premises or potentially affecting the condition or use of the
Premises. Any representation or warranty of Landlord as to- any matter
affecting the conditions or use of the Premises, whether express or
implied, is negated and mno such representation or warranty shall be
implied in fact or in law from any provision of this Ground lease or any
other circumstance whatever. Tenant may enter the Premises before the
Commencement Date to make soil, structural engineering and such other
tests as Tenant considers necessary. Anything herein contained to the
contrary notwithstanding, if Tenant is unable to obtain building permits
for construction of its intended buildings and improvements within 180
days after the date of execution hereof, or if Tenant is unable to obtain
a certificate of occupancy for the operation of a howme improvement center:
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tetail. store with .. outside sales area, nursery and pick— area, then
Tenant, at any time thereafter, may, at Tenant's option, 1 nate this
Lease by writtes notice to Landlord, provided; however, w.at in such
event, Landlord shall ke entitled to retain the $12,600 deposit
heretofore paid to Landlord pursuant to thst certain Invitation to Bid
for development and operation of the Premises and submirted to Landlord
on or gbout Uctober 5, 1983,

7.03  Permit -Applications. In commection with Tenant's application
for permit or permite to the City of Millbrae and dther appropriate
.agencies . putsuznt to Bection 7.02(d)}, Landlord agrees to cooperate and
join with Tenant in applying for such permit or permits, whersver such
action is.necessary and required by law; provided, however, that Tenant
shall indesnify and hold Landlord harmless from any costs or expenases in
connection therewith. Notwithstanding anything to the contrary herein,
Landlord shall not be ohligated to gramt or to join in conduct which
would result in a dedication of ecasements or rights of way for any
purpose, including the dedication of open space. :

7.04 Protection of landlord Against Cost or Claim.

{a) Payment; Contest of lien; Indemnity. Tenant shgll pay
or cause to be paid the total cost and expense of all "works of
improvement," as that phrase iam defined in Califormia Civil Code Section
3106 or any comparsble statute in effect when the work beging, undertaken -
upon the Premises. Tenant shall not suffer or permit to be enforced
against the Premizes, or any part thereof, any mechanic's, materialman's,
contraetor's or subcontrmctor's lien arising from any such work of
improvement. However, Tenant may ia good faith and at”Tenant's sole cost
and expense contest the validity of any asserted liem, claim or demand,
provided Ténant hss Furnmished the bond required in Califormia Civil Code
Section 3143 or any ‘comparable statute them in effect. Tenant shall
defend and indemnify Landlord against, and hold Landlord harmless from,
2}l 1liability and loss of any kind arising out of work performed on the
- Premises by or on behalf of Tenant, together with reasonsble attorneys’®
fees and all costs and expenses incurred by Landlord in negotiating,
settling, defending, or otherwise protecting against such claims.

(b) landlord's Right te Discharpe Lien. If Tenant has not
recorded the bond described in California Civil Code Section 3143 or
otherwise scted to protect the Premises under aoy alternative or
successor statute, and if & final judgment has been rendered against
Tenaut by a court of competent jurisdiction for the foreclosure of a
“mechanic's materialman’s, contractor's or subcontractor's lien claim, and
if Tenant has failed to stay the execution of the judgment by lawful
meang or to pay the judgment, Landlord shall have the right, but not the
duty, teo pay or otherwise discharge, stay, or prevent the execution of
any such judgment or lien; and all sums so paid, andfor any costs
incurred by Landlord in connection therewith, plus interest thereon at a
rate of five percent (5%) per year above the prime rate them charged by
the Hank of Americs at San Frawciseo,  Cslifornia or a successer or
comparable baunk, or at the maximum rate permitted by law, whichever is
lower, shall be deemed to be Additional Rent paysble by Tenant with the
next mucceeding installment of Rent. No such payment or act of discharge
shall constitute a waiver of default, or of any right or remedy for
default, by landlord, or render Landlord 1liable for any loss or damage
arising therefrom.

ARTICLE EIGHT

Use of Demised Premises

f

8.01. Purposes. The Premises may be used for any lawful purpose.

8.02., Compliance with Laws. At its sole cost and expense Tenant
shall comply, and shall cause the Premises to comply, with the laws,
statutes, ordinances, orders, rules, regulations and requirements af the
federal, state and City governments, and all asppropriate departments,
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commission, bo cand officers thereof, which affect the Premises, the
improvements t._ceon, or any part thereef, whether ordinary or
extraordinary, including those which require the waking of any
structural, unforeseen or extraordinary changeg, whether presently within
the cont:emplatmn of the parties or comstituting a change of govemmental
pelicy, and irrespective of cost.

8.03. Contest of Laws. Tenant shall have the right at ite sole
cost and expense to contest the validity of any law, statute, ordimance,
order, rule, regulation or requirement affecting the Premises, the
1mprovements thereon, or any, part thereof, by appropriate proceeding
diligently conducted in pood faith; provided, however, that Tenant gshall
defend and indemnify landlord against, and hold Landlord harmless from,
any and all lisbility, loss, cost, Azmage, injury or expense (includinag,
without limitstion thereto, attorneys’ fees and litigatiom costs) which
.Landlord mmy sustain or suffer by reason of Tenant's failure or delay in
complying with, or Tenmant's contest of, any such law, statute, ordinance,
order, rule, regulation or requirement. Landlord shall have the right,
but not the obligation, to contest by appropriate proceeding, at
Landlord's expense, any such law, statute, ordinance, rule, regulationm or
requirement.

8.04, No Abatement of Rent. Tenant shall not be eantitled to any
abatement, diminution, reduction or postponement of Rent as & consequence
of 1loss caused by any preseat or future laws, statutes, rules,
requirements, order, directions, ordinances or regulations of the
federsl, state or city governments, or of any other causes beyond the
control of Landlord, except as expressly othexwise provided herein.

ARTIOLE WINE

Asgignment

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

(a) “Assignment" shall . include, without limitation thereto,
any sale, assignment, transfer or other disposition of all or any portion
of Tenant's estate under this Ground Lease or of Tenant's iuterest in the
improvements thereon, whether voluntary or "involuntary, and whether by
operation of law or otherwise. The term "assigmment” shall also include
any transfer, or the aggregate transfer, during the Term, of the
ownership interests in Tenant as follows:

(1) if Tenant iz a corperatieon, (i) any dissolutiom,
merger, consolidation, or other reorgaunization of Temamt, or {ii) a sale
of more than Fifty percent (50%) of the value of the emssets of Tenant, or
(iii) if Tenant is a corporation with fewer than five hundred (500)
ghareholders, the sale or other transfer of a controlling percentage of
the capital stock of Tenant. "Controlling percentage” means the
ownership of, and the right to vote, stock possessing at least fifty
percent (501) of the total combined voting power of all classes of
Tenant's capital atock issued, outstanding and permitted to vote for the
election of directors; : .

(2) if Tenant is- a trust, the tranafer of more than
Fifty percent (502) of the beneficial interat of Tenant, or the
disgolution of the trust;

. (3) if Tenant is a partnership or joint venture, the
withdrawal, of rhe transfer of the interest, of any genaral partner or

joint venturer, or the dissolution of the partuership or joint venture;

(4) if Tenant is -composed of tenants-in-common, the
- transfer of the interest of anmy c¢o-tenant, or the partition or
dissolution of the co-tenancy.

{b) "Permitted Assignment™ ghall mean:

{1) An Assignment to amy partnership or joint venture
of which Tenant is a general partner or joint venturer and retains,
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pursuant to the ‘1s of the partmership or joint venture agreement,
active and contr. .ng management of an operational respc ility for
the Premises; or ' .

(2) The acquisition of Tenant's estate under this
Ground Lease by a Mortgagee or purchaser at a foreclosure sale pursuant
to the provisions of Sections 11,02(3) through (7); or

(3) An assignment to: (2) Tenant's parent corporation;
or (b) to another subsidiary of Tenant's parent corporation; or (¢} to anm
affiliated corporation; or (4) to a corporation under common control with
Tenant's parent corporation or another subsidiary of Tenant's parent
corporation; or (e} any corperation into which Temant may merge or which
may result in the consclidation of Tenant with any other corporation; or
{f} any corporation or entity to which Temant sells or assigms all or
substantially all of its assets. The provisions of this paragraph shall
apply to any assignment by operation of law as well as to any transfer or
assignment resulting from the tranafer of the corporate stock of Tenmant.

9.02. Qualified Right of Assignment. Subject to the provisions of
Sectine 9.03 and 9.04, Tenant shall have the right, without the prior
written consent of Landlord, to assign its interest in this Ground Lease
to a Permitted Assignee. Tenant shall not assign ita interest in this
Ground Lease to any assigunee other tham a Permitted Assignee without the
prior written consent of Landlord, The consent of Landlord shall not be
unreasonably withheld; provided, however, that, in Landlord's ressonable
judgment, the proposed =ssignee is financially and otherwise able and
qualified to perform and discharge all of the obligations of Tenant
under, and otherwise comply with the terms, covenants, and conditions of,
thig Ground Lease. ’ ’ :

9.03. Conditions Precedent to Assignment. Any assignment by Tenant
of 1its interest 1in .this Ground " Lease including, without limitation
therets, any Permitted Asmigument other thau en acquisition of Tenant's
estate under this Ground Lease by Mortgagee or purchaser at a foreclosure
sale pursuant to the provisions of Sectiona 11.02(3) through (7}, shall
be subject Lo each and all of the following conditions precedent:

(a) Notice. Tenant ghall give Laundlord at least ninety (90)
days written notice of the proposed assignment whiech shall include the
- pame, address and legal description of the proposed assignee, Tenant's
full and complete computation of excess consideration pursuant to Section
9.63(£) and such other information as may be necessary or appropriate to
escablish to the satisfaction of Landlord that the proposed assignee is
either a Permitted Assignee or financially and otherwise able and
qualified to perform and discharge the obligations of Tepant under, and
otherwise comply with the terms, covenants aud conditions of, this Ground
Lease. -

{b) No DPefsult. Tenaat shall not be in default under this
Ground Lesse either at the time the foregoing netice is given or at the
time the assignment is consummated. ’

(¢) Written Assignment. The proposed assignment shall be in
a writing duly executed and acknowledged by Tenant and the proposed
assignee and otherwise in recordable form.

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

(e) Delivery of Executed Original. The proposed assignment
shall not become effective until such time as Tenant has delivered to
Landlord a - duly executed and acknowledged original of the written
assigament.

(£} Participation in Excess Consideration. As a conditiom
to approval of any proposed assignment pursuant to Section 9.02, fifty
percent {SM) of the “excess consideration” therefor shall be paid over
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to Landlord. For purposes hereof, the term "excess consi” ation" shall
mean the amount which the total consideration receive Tenant for
the assignment . _:ther paid directly or indirectly, in casa or in kind,
in installments or lump sum) exceeds (i) the amounts required to be paid
hereunder, and (ii) brokerage commissions in customary amounts incurred
in connection with the assignment. Consideration paid for improvements
to the portion of the Premises subject to an asslgnment shall be retained
by Tenant. Any dispute between the parties concerning computation of
excess consideration, including, but without limitation, the question of
allocating consideration paid for an assignment between amounts paid “for
improvements and amounts paid for assignment of this Ground Lease, in
whole or in part, shall be determined fair market rental set forth in
Section 5.02, with Landlord to-be the party to initiate the proceedmg by
demanding arb:.ttat:.on of Tenant's proposed allocation.

9.04, No Waiver. Landlord's failure to object, or to refuse to
conset, or Landlord's written consent, to an assignment shall not be
deemed to be a conmsent, or a waiver of Landlord’s right to object or
refuse to consent, to any further assignment.

9.05. Other Assignment Void. Any purported assignment which does
not comply with the provisioms of this ARTICLE NINE shall be void and
shall constitute an event of defallt. Landlord may, after default by
Tenant, collect any Rent to be paid or discharged hereunder from the
purported assignee and apply the net amount collected to the Rent herein
reserved; .but no .such collection sghall be deemed a waiver of the
covenants of this ARTICLE NINE, or the acceptance of the purported
assignee as Tenant, or a release of Tenant from the further performance
by Tenant of the terms, covenants and conditions of this Ground Lease.

ARTICLE TEN
Subleases
10.01. Qualified Right to Sublease. -Subject to the provisions of

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

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

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

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

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

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

ARTICLE ELEVEN
Encumbrances

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

(1) The instrument of encumbrance shall apply solely  to
Landlord's interest in the Premises and all easements and appurtenances
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thereto and Landlord shall not be required to execute any instrument
which would obligate Landlord for payment in whole or in part of amy such
loan or any part thereof.

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

(3) The encumbrance shall be imposed for purposes of
securing a loan provided by an institutional lender for the purpose of
development and construction of improvements upon the portion of the
Premises to be so encumbered;

(4) The  proceeds of the loan shall be disbursed as
development and construction progresses with customary and usual
. constraints and controls concerning disbursement of funds to assure that
the funds are applied properly for development and construction of
improvements upon the portion of the Premises so encumbered;

i

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

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

(7) Interest on the unpaid principal amount of the loan
secured by the encumbrance shall not exceed three percent (3%) per annum
in excess of the "prime rate" (comstituting the rate charged by the
lender to its best corporate customers) charged by any major national
bank with headquarters in San Francisco, California;

(8) The fees, charges and other compensation payable to the
lender with respect to such loan shall not exceed three percent (3%Z) of
the principal amount thereof;

(9) Under the terms of the loan agreement, Landlord shall
have the right (a) to -assume Tenant's interest under this Lease in the
event of Tenant's default, (b) to cure the default, and (c) to take
whatever other steps are necegsary to protect its interest in the
Premises;

The purpose of the foregoing shall be to provide & mechanism
for "eubordination" of Landlord's fee estate to so—called "construction"
or "interim" loans from time to time made by institutional lenders for
purposes of construction or development of improvements upon the Premises
but not to provide for encumbrances of Landlord's fee estate to long-term
or "permanent” loans.

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

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

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

(2) Motices. Temant shall notify Landlord in writing of the
name and address of the holder of any such Mortgage or encumbrance and
shall forward to Landlord a copy of the instrument evidencing such
Mortgage or encumbrance within ten (10) days after it is recorded.
Landlord shall msil or deliver to the Mortpagee or other liemholder a
duplicate copy of any and sll written notices which Landlord may from
time to.time give to or serve upon Tenant under and pursuant to tha terms
and provisions of this OGround 1lease including, without limitarion
thereto, notice of default or breach by Tenant hereunder;

(3) Mortpapee's Rights to Cure. A Mortgagee or other
lienholder may, at its option, at any time befare the rights of Tenant
shall have been terminated as provided in this Ground Lease, pay any of
the Rent to be paid or discharged by tenant under this Ground Lease or
cure gy other default of Tenant, and all payments so made and curative
acts go performed shall be as effective to prevent a termination of the
rights of Tenant hereunder as payments made or acts performed by Tenant.
Any Mortpage constituting an encumbrance on all or a portion of the
Tenant's interest in the Premises may be ap conditioned as to provide
that as between the holder thereof and Tenant, the holder, upon curing
any default on the part of Tenant, sbsll thereby be subrogated to any ar
all of the rights of Tenant under this Grouud Lease;

(4) Mortgagee's Right of Possession. The holder of s
Mortgage or other encumbrance on all or a portion of Tenant's interest in
this Ground Lease who, upon default by Tenant, pays the Rent and performs
21l of the other obligations of this Ground Lease to be paid or performed
by Tenant in accordance with the provisions of Section 11.02(3) may enter
into possession of that portion of the Premises affected by the Mortgage
or encumbrance without first having assumed the obligations of Tenant
under this Ground lease;

(5) Mortgagee's Possessory Oblipations. Should the holder
of a Mortgage or other encumbrance on all or a portion of Tenant's
interest acquire all or any part of such interest in this Ground Lease by
foreclosure, assignment in lieu thereof, or as a result of any other
action or remedy provided for by the Mortgage or other encumbrance, or by
law, the holder thereof shall take Tenant's interest subject to all of
the provisions of this.CGround Lease and shall so lang as, but only =so
loug as, it shall be the owner and in posgession of the leaseholder
estate, assume personally the obligations of this Ground Lease;

(6) ZLimitation on Landlord's Rights. Landlord shall not
terminate this Ground Lease on account of any default or breach on the
part of Tenant if, within sixty (60) days after service by landlord of
written notice of the default or breach om Tepant [and on the bolder of.
the Mortgage or encumbrance if Tenant or the holder has notified Landlord
of its existence as provided in Sectiom 11.02(2)], the Mortgagee or other
lienholder shall: Rl -

(i) - Cure the default or brzach if the same can be cured
by the payment or expenditure of money or, if the default or breach is
“not so curable, if the Mortgagee or other lienholder commences and
thereafter diligently pursues foreclosure or private sale pursuant to the
Mortgage or other encumbrance in the manner provided by law; and

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

(7} Foreclosure Or Sale. Foreclosure of a Mortgage or other
encumbrance, or any sale thereunder, whether by judicial proceedings or
exercise of power of sale in the Mortgage or encumbrance, or any
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conveyance of its interest from .Tenmant to the Mortgagee or other
lienholder through, or im lieu of, foreclosure shall not require the
consent of Lapdlord or constitute a default under this Ground Lease.
Upon such foreclosure, sale or conveyance landlord shall -recognize the
Mortgagee or other lienholder, or any purchaser at a foreclosure sale, as
Tenant hereunder. In the event the Mortgagee or other lienholder hecomes
the Tenant undér this Ground lease, the mortgagee or other lienholder
ghall be peraonslly lisble for the obligations of Tenant under. this
Ground Lease only sc long az it remzins Tenant hereunder. While the
Mortgagee. or other lienholder ie the Tenant under thie Ground Lease its
right to assign this Ground Lease shall be subject to the provisions of
ARTICLE NINE, In the event the Mortgagee or other liesholder
subsequently assigns ite interest under this Ground lease after acquiring
Tenant ‘s interest by foreclesure, or by acceptance of an assigoment in
lieu of foreclosure, snd in comnection with such assignment takes back a
Mortgage encumbering -such interest to secure payment of the purchase
price, the Mortgage shall be subject to, and the Mortgagee shall .enjoy
the rights and be entitled to enforce the terms, covenants and conditioms
of, this ARTICLE ELEVEN and sny other provisions of this Ground Lease
included for the benefit of a mortgagee of all or portions of Temant's
. interest in the Premises.

(8) No Release of Tenant. Except as expressly otherwise
provided in this Ground Lease, no foreclosure, nssignment or sale of
Tenant's leasehold estate, or assumption of the obligations of Tenant
under this Ground Lease, by a Mortgagee or other lienholder, or
acceptance of Rent by Landlord from a Mortgagee or other lienholder,
shall relieve, release or in any manner affect the liability of Tenant
hereunder; .

(9) Request For Notice Of Default. Immedistely after &
Mortgage or other encumbrance om all or a portion of the Tenant's
interest in the Premises is recorded, Tenant, at its own expeuse shall
" cause to be duly recorded & request that Landlord receive wrirten netice
of any default and/or notice of sale under the Hortgage or other
encumbrance. In' addition, Tenent shall furmish to Landlord complete
copies of the Mortgage or other encumbrance and the note or other
obligation secured thereby.

11.03. Other Encumbrances. Fxcept as otherwise provided in this
ARTICLE ELEVEN, Tenant shall not mortgage or otherwise encuttber all or
any portion of the Premises or Tenant's interest under the Ground Lease
without the prier written consent of Landlord. Consent by Landlord to
any Mortgage or encumbraunce shall not be construed as a consent by, oxr so
ag to relieve Tenant from the obligation to obtain the express written
congent of, Landlord to any further Mortgage or encumbrance other than a
permitted Mortgage or encumbrance under Section 11.02.

ARTICLE TWELVE

Waste And Inspection

12,01, Waate and Unlawful Use. Tenant shall not make or suffer any
waste or any unlawful, improper, or offensive use ¢f the Premises.

12.02. Ingpection. Landlord; its employees or agents, sghall have
the rtight at all reasonable times during the Term to enter the Premises
to determine whether Tenant's covenants herein are being fully observed
and performed provided that Landlord shall give Tenant at least
forty-eight (48) hours advance notice of any such entry and no such entry
may be made without an agent or representative of Tenant being present at
the time of such entry.

ARTICLE THIRTEEN
Jnsuyrance
13.01. Public Ligbility. At all times during the Term Tenant

shall, ar Temant's sole cost and expense, obtain and maintain & policy or
policies of ownet's, landlord's and tenant's comprehensive peneral public




ligbility insurance covering, without limitation thereto, (i) fire
damage, (ii) water damage, (iii) owmed, non-owned and hired automobile,
(iv) contractors, (v) contractual and, if applicable, {vi} host liquor,
(vii) elevator, (viii) garage keeper's, (ix) products, and (x) completed
operations limbility, naming as insureds and separately protecting
Landlord, its officers, agents, employees and members of the Commission,
and Tenant, as their interests may sppear, against any liability to the
publie, or to the occupants of the Premises, their sublessees, and their
respective family members, guests, invitees or licensees, incident to the
osmership, maintenance, management and/or use of the Premises or amy part
thereof, arising from claims for personal injury, death or property
damage occurring upon, in or about the Premises, the adjoining property
of Landlord, or any fixtures or equipment located upon or within the
Premisea, or in or about amy streets, sidewalks and passageways located
within the Premises except to the extent caused by any dangerous
condition or any negligent act or omission of Landlord, its employees,
menbers,- officers, agents, invitees, licensees or contractors. Limits of
liability under such insurance for bodily injury or death shall be not
less than Two Million Dollars (§2,000,000.00) per occurrence; and for
property damage not less than Two Million Dollars ($2,000,000.00) per
osccurrence. Each policy: (i) ehall be issued on a comprehensive
liability basis, shall be cross-lisbility endorsed so as not to prejudice
the rights of a named insured with respect to any action against another
named insured; (ii) mey be maintained under blanket policiea; and (iifi
shall further provide for a full waiver of subrogation by the insurer as
to any and all claims against the named insureds and their respective
agents and employees, and of all defenses based on acts of the inaureds
ot the existence of co-insurance. Temant shall pay 211 premiums thereon
when due, and shall, immediately upon receipt, deliver to landlord
certificates of insurante evidencing such coverage. Not more fraquaently
than once evary five (5) years during the Term Landlord shall have the
right to require Tenant to increase the amounts of such coversge if
Landlord, in its reasonable judgment, determines that an increase is
necessary and if the amount of the coverage required by Landlord is
consistent with the requirements generally imposed under ground leases of
similarly improved Cslifornia real property.

13.02. Additional Insureds. Each of the insurance policies
required to be obtained and maintained by Tenant pursuant to this ARTICLE
THIRTEEN shall name as additional insureds the City and County of San
Francisco, its officers, agents, employees and members of the Commission,
and may name &5 an additional insured any Mortgagee provided, however,
that nothing contzined in this Section 13.02 or the Mortgage shall
relieve Tenant of any of its insurance obligations  -to Landlord hereunder
or give Tepant or a Mortgagee any right to use and/or receive insurance
proceeds other than in -accordance with the provisions of ARTICLE
SEVENTEEN of this Ground Lease.

13.03. Notice of Cancellation or Modification. Each of the
inaurance policies required to be obtained and maintsined under this
ARTICLE THIRTEEN shall provide that the insurer may not cancel, amend or
refuse toc remew the policy without First giving Landlord thirty (30} days
prior written notice by certified or registered mail.

13.04. Waiver of Subrogation. Either Landlord or Tenant may obtain
and maintein policies of insurance other than those required to be
obtained and maintained by Tenant hereunder; provided, however that any
such policy shall comply with the provisions applicable ts inmsurance
policies obtaimed and maintained under this ARTICLE THIRTEEN, Landlord
and Tenant waive, on their own behalf and on behalf of their respective
insurers, any claim and- on behalf of their respective insurers, any
claim, or right of subrogation to a claim, by one against the other, or
its agents or employees, arising from any loss, damage; liability, cost
or expense to the extent it is covered by a policy of insurance
applicable te the Premises or any part thereof or the respective rights
end duties of Landlord and Tenant and/or to the extent Landlord or Tenant
is & self-ingured. Each policy of insurance applicable to the Premises
or the respective rights and duties of Landlord and Tenant shall provide
for the waiver hereinabove set forth. In the event either Landlprd or
Tenant discovers that such & waiver is not available, it shall promptly
give the other written notice of non-availability.
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13.05 Work« Compensation Insurance and Social Security.
Tenant enters’ int. .his Lease as an independent coantractor: not as an
agent or employee of landlord, as the word "employee" iz « _ned in the
Workers' Compensation Act of the State of California. Tenpant covenants
that none of its officers, agents or employees are employees of the City
of San PFrancisco and further covenants to-provide Workers Compensation
insurance, with employer's lisbility limits of not less than §1,000,000
for each accident, and such social security and unemployment compensation
* bénefits as may be vequired by law, and will, upon written request,
furnish ro Landlerd reasonable evidence of such coverage.

ARTICLE FOURTEEN

Indemnification and Ron—Liability of Landlord

14.01. Indemmification and Defense. As used in this Section 14.01,
the term "Landlord" shall include, in addition.to the Gity and County of
San Francigco, the Poblic Drilities Commission of the Gity and County of
San Frencisco, and its or their respective board members, offices,
employees, servants and agents., Except to the extent caused by any
dangerous condition or amy negligenmt act or omiseion of Landlerd, its
employees, officers, agents, licensees, invitees or contractors, Temant
ghall indemnify and defend landlord against, and hold Landlord harmless
from, any and all liabilities, obligations, losses, damages, fines,
penalties, claims, demands, suits, actions, causes of action, charges,
judgments, costs and expenses {including all reasonable architects® and
sttorneys' fees and court costs) of any nature whatsoever which may be
imposed upon, incurred or paid by, or asserted against Landlord, Tenant,
the Premises or any interest thereid by reason of, arising from, or in
connection with any of the following occurring during the Term: )

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

(2) The  use, non-use, condition, passession,
occupation, operation, repair, maintenance or management of the Premises
or any part thereof; ;

(3) A&ny construction, recomstruction, changes or
alterations or or to, or any ‘work or thing done in, on or about, the
Premises or any part thereof including, without limitation thereto, the
construction of improvements, or anything done in connection therewith;

(4) Feilure of Tenant to perform or comply with any
term, covenant and condition of this Ground Lease; or

(5) Violatiom of Tenant of any contract or agreement to
which Tenant is a party or any restriction, statute, law, ordipnance or
regulation, in each case affecting the Premises, or any part thereof or
the ownership, occupancy, use possession, operation, repair, maintenance
or management of the Premises,

In the event any action or proceeding the subject of this Saction 14,01
ig brought against Landlord, Tenant shall, upon written ootice from
Landlord, at Tenant's expense, defend such action or proceeding through
counsel approved in writing by Landlord.

14.02. lLegal Expenses. When Landlord is the prevailing party,
Tenant sghall pay, and indemnify Landlord against, all legal costs and
chargese 1including, without liwmitation thereto, reasonable attorneys'®
Fees,” paid or incurred by Landlord in obtaining possession - of the.
Premises after default of Tenant or wupon expiration or earlier
termination of this Ground Lease, or in enforcing any covenant or
condition herein contained. VWhen Tenant is the prevailing party,
Landlord shall pay, and indemnify Tenant against, all legal costs and
charges inecluding, without 1limitation thereto, reasonable attorney's
fees, paid or incurred by Tenaant in enforcing any covenant or condition
herein contained.
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ARTICLE FIFTEEN :

Default Provisions

15,01, Events of Default. Each of the following events shall be a
default by Tenant and a breach of this Ground Lease:

(a) Failure or refusal to pay when due any Rent required to
be paid or discharged by Tenant hereunder;

(b) A general assignment by Tenant for the benefit of its
creditors; or the admission in writing by Temant of its inability to pay
it debts as they become due; i

“(c) Either (i) the appointment of a receiver or trustee to
take possession of all or substantially all of the assets of Tenant, or
(ii) any action or proceeding commenced by or against Tenant under any
inselvency or bankruptcy act, or under any other statute or regulation
having as its purpose the protection of creditors, which is not
discharged within thirty (30) days after the date of commencement. Upon
the happening of any such event, and notwithstanding any provision to the
contrary in Section 15.02, Landlord shall have the right, subject to the
rights of Tenant and any trustee in bankruptecy in such proceedings, to
terminate . this Ground Lease upon ten (10) days written notice (or such
longer period as may be specified by applicable bankruptey law or order
of the bankruptcy court) given to Tenant and the trustee in bankruptey.
If under the applicable law, Tenant or the trustee in bankruptcy has the
right to affirm this Ground Lease and continue to perform the obligations
of Tenant hereunder, Tenant or the trustee shall, within the time period
permitted by the bankruptey court, cure all defaults of Tenant
outstanding as of the date of the affirmance of this Ground Lease and
provide to Landlord such adequate assurances as may be necessary to
agssure Landlord of the continued petformance of Tenant's obligations
under this Ground Lease. Specifically, but withoiut limiting the
generality of the foregoing, Tenant's obligations under this Ground
Lease. Specifically, but without limiting the generality of - the
foregoing, Tenant or the trustee in bankruptey shall assure Landlord that
the Rent required to be paid or discharged by Tenant shall be paid or
discharged in full at the times and in the manner herein specified. The
provisions of- this Section 15.01(c) have been included in this Ground
Lease to agsure that the basic understanding between Landlord and Tenant
with regpect to Tenant's use of the Premises and the benefits to Landlord
therefrom are preserved consistent with the purpose and intent of
applicable bankruptcy laws;

_(d) The subjection of any right or interest of Temant in
this Ground Lease or the Premises to attachment, execution or other levy,
or to seizure under legal process, if mnot released within thirty (30)
days;

(e} The assignment, mortgage or encumbrance of this Ground
Lease, or the subletting of all or any part of the Premises, by Tenant
otherwise than as expressly permitted hereunder, or the transfer of this
Ground Lease to any person, firm or corporatlon other than Tenant except
1n the manner permitted hereunder;

(f) The failure or refusal of Tenant to perform or observe
any other covenant, condition or requirement of this Ground Lease not
hereinbefore in this Section 15.01 specifically addressed.

15.02. Notice and Right to Cure. As a precondition to pursuing any
remedy for an alleged default by Tenant [except for a default described
in Section 15.01(c)), Landlord shall, before pursuing amy remedy, give a
notice of default to Tenant which shall specify in detail the alleged
event of default. If the alleped default is the nonpayment of Rent to be
paid or discharged by Tenant hereunder, Tenant shall have three (3)
business days after notice of default is given to cure the default. With
respect to any other default, Tenant shall promptly after notice of
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default commenc: d diligently proceed to cure the defs»'t and shall
have thirty (3L. days after notice is given to comp! the cure,
provided, however, that if such default shall reasonably ._.e more than
thirty (30) days to cure, Tenant shall commence the same within the
thirty (30) days and diligently prosecute the same to completion.

15.03. Landlord's Remedies. 1f any default by Tenant shall
continue uncured for ‘the period specified and following & notice of
default given in accordance with the provigions of Section 15.02,
Landlord sghall have, in addition to any other rights and remedies
provided by law or equity, the rights and remedies provided in Section
15.04, 15.05 and 15,06.

15.04. Election to Terminate. Landlord shall have the right to
terminate this Ground Lease by written notice of termination givem to
Tenant at any time after expivation of the applicable cure period. In
such event this Ground Leasse and the Term hereof, as well as all of the
right, title and interest of Tenant hereunder, shall wholly cease and
expire at the hour of 12:01 A.M, of the day after the day on which the
notice of termination is given, or at such later day and time as Landlord
may specify in the notice of termination, in the same manner, and with
the same force and effect, as if. such date were the date originally
specified herein for the expiration of the Term., Tenant shall quit and
surrender the Premises to Landlord on such date; provided, however, that
notwithstanding the surrender, Tenant shall remain liable as specifically
hereinafter provided. In the event Landlord gives Tenant notice of
termination as hereinabove provided: °

(a) Llandlord, 'or Landlord's agents, employees or servants,
may on the termination date specified herein or im the notice of
termination, or at any time thereafter, reenter the Premises and remove
Tenant, its agents, .employees and servants, and all or any of its
property, by any suitable action or proceedmg at law, and repossess and
enjoy the Premises; and -

(b} Tenant shall also pay to Landlord all costs and expenses
which Landlord may then or thereafter incur in connection with the
termipation, reentry, removal and repossession; and

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

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

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

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

(4) The "worth at the time of award" of the amounts
referred to in Sections 15.04(c)(1) and (e)}(2} above shall be computed by
allowing interest at the lesser of five percent (54) per year above the
prime rate then charged by thé Bank of America at San Francisco,
California, or a successor or comparable bank, or the maximm rate
allowed by law. The "worth at the time of award” of the amount referred
to in Section 15.04(c)(3) above shall be computed by discounting such
amount at the discount rate of the Federal Reserve Bank of San Francisco
at the time of award, plus one percent (1Z).

(5) As used herein, the term "time of award" shall mean
eithe the date upon which Tenant pays to Landlord the amount recoverable
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by Landlord as “einabove set forth or- the date of ry of any
determigtion, ex  or judgment of any court or other lggal., consntuted

body detemmmg the amount recoverable, whichever first occcurs.

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

15.06. Landlord's Right to Cure. If Tenant sghall fail, refuse or
neglect to pay the taxes, assessments or other charges levied against the
Premises or any mortgages, liens or encumbrances, the judicial sale or
which will affect the fee estate of Landlord 'in and to the Premises, then
after expiration of the applicable cure pericd, or before the expiration
of the cure period in the event of an emergency, Landlord shall have the
right, but not the obligation, to make any payment required to be paid or
discharged by Tenant wunder any note secured by =a mortgage on the
Premises, or perform or comply with any covenant or condition imposed on
Tenant under any such note or Mortgage, or pay any such taxes or
zasessments (subjeet to the right of Tenant to contest the same and to
withhold the payment of the same pursuant to Section 6.04 hereof) and the
amount so paid, and/or any costs or expemses incurred by Landlord in
connection therewith, plus interest thereon at a rate of five percent
(5%) per year above the prime rate then charged by the Bank of America at
San Francisco, California, or a successor or comparable bank, or .at the
maximum rate permitted by law, whichever is lower, shall be deemed to by
Additional Rent payable by Tenant with the next succeeding installment of
Rent. "No such paywent, performance or compliance by Landlord shall
constitute g waiver of default, or of any right or remedy for default, by
Landlord, or render Landlord liable for any loss or damage arising
there from.,

15.07. Availability of Remedies. The righte and remedies for
default provided to landlord under this ARTICLE FIFTEEN shall not be
exclusive. Landlord shall have, and wmay exrercise, any and every right
and remedy herein or by law provided in such order and manner as Landlord
may, in Landlord's sole discretion, determine.

15,08, No Waiver, No failure by Landlord to insist upon strict
performance of any term, covenant or conditiom of this Ground Lesase or to
exercise any right or remedy provided herein or by law as & consequence
of defeult, and no acceptance of full or partial payment of Rent during
the continvance of any default, shal constitute a waiver of the default,
or Landlord‘s right to insist upon the strict performance of any such
term, covenant or couditiom, or Landlord's right to exercise amy right or
remady with respect to the default or any subsequent defaulr.

ARTICLE SIXTIEEN

Damage and Destruction

16.01. Casualty. If the improvements located on the Premises or
any part thereof are damaged or destroyed due to any cause vwhether
insured or uninsured, Tenant shall, within two (2) years thereafter,
either (i) repair, restore or replace the damaged or- destroyed
improvements, or (ii) cause the damaged buildings to be demclished and
the Premizes to be restored te a level and clean condition free of
rubble, wreckage and debris. Any insurance or compensation awarded or
paid by reamson of such damage or destruction shall be utilized for the
purpose of repairing, restoring or replacing the damaged or destroyed
improvements or for purposes of raeing and clearing the Premises. All
proceeds of any insurance or compensation awarded or paid by reason of
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any damage or destruction- shall be the sole property or Tenant, and
Landlord hereby assigns to Tenant any and all right, title and interest
Landlord may now or hereafter have or claim in and to any such insurance
proceeda or compensation.

16.02, Rent. Notwithstanding anythmg to the contrary contained
elgewhere in this ARTICLE SIXTEEN, in the event of damage or destruction
Tenant shall remain obligated to pay the Rent to be paid or discharged
under this Ground Lease until expiration of the Term.

ARTICLE SEVENTEEN
Condemnation

17.01. Total Condemnatiom.

(2) If at any time during the Term, all of the Premises is
taken or damaged for any public or quasi-public use under any statute, by
right of eminent domain, or by private purchase in lieu of eminent domain
domain, or by private purchase in lieu of eminent domain, then this
Ground Lease shall terminate. All Rent to be paid and discharged by
Tenant under this Ground Lease shall be prorated as of the date title
vests in the condemnor. . '

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

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

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

(iii) the. remaining portion of the Premises shall not be
sufficient in size to .permit the construction and/or operation of a
building thereon in an economically feasible basis &s contemplated under
the provigions of this Lease;

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

17.02 Award. The award in condemnation or sales proceeds, less
all expenses incurred in connection with the eminent domain proceedings
or private sale in lieu of eminent domain, .shall be paid to Landlord, as
trustee, for the account of Landlord and Tenmant, as their respective
interests may appear. The priority and mamner for the distribution of
the condemmation proceeds by Landlord shall be as follows:

(a) Landlord shall be entitled to the then fair market value,
immediately prior to such taking, of the land comprising the Premises
(exclusive of all buildings and improvements thereon) considered as
encumbered by this Lease {(taking into  account the renewal options
availsble to Tenant) and including Landlord's reversionary interest
hereunder in the land and buildings; and
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(b) The remainder of paid award or awards including, but not
limited ta, any awvard for the value of Tenant's leasehold estate, all
buildings, improvements and site improvements, trade fixtures and
equipment, shall be paid to Tenant,

17.03. Partial Condemnatien. If at any time during the Term, a
_portion of the. Premiges ips condemned, and this Ground Lease shall not be
terminated pursuant to the provisions of Section 17.01, this Ground Lease
‘shall terminate as to the portion taken, and all Annual Rent to be paid
or discharged by Tenant under this Ground Lease agfter the date title
vests in the condemnot shall be .reduced in the propertion which the
surface area of the land condemned bears to the total surface area of the
land constituting the Premises immediately prior to the condemnatiom.
The award for partial condemmation applicable to that portiom of the
Premises shall be paid te landlord, as trustee, Ffor the Account of
Landlord and Tenant and/or any Mortgagee of Tenant, as their respective.
intereasts way appear. Landlord shall apportion the proceeds between
Landlord on the one hand, and Tenant or Tenant's Mortgagee &8 the other
hand, pursuant to the provisions of Section 17.02; provided, however,
thst landlord's portion of the award Ffor partial condemnation shall be
determined with respect to the condemned portion of the Premises, only.
In such event, Tenant shall restore the Premises and the improvements
located thereon as nearly as possible to the condition immediately prior
to the condemnation. .

2 ARTICLE EIGHTEEN

Surrender of the Premises

18.01. Surrender in Cood Condition and Repair, Upon the expiratiom
or esrlier termination of this Ground Lesse for any reason whatgsoasver
(other than acquisition of title by Tenant or loss of title by reason of
condemnation), Tenant gh2ll surrender the Premises to Landlord with all
improvements thereon in good order, c¢ondition and repair, (except for
reasonable wesr and tear or as otherwise provided herein) or with the
Premises in a level and clean conditionm with all improvements and debris
removed. All property that Temant surrenders shall become Landlord's
property a termination of this Ground Lease, Title to all furniture and
personal property of Tenant located in or upon the Premises or in or upon
any buildings or improvements thereon shall remain in Tenant, and upon
the expirstion or earlier termination of this Ground Lease the same may,
and upon the demand of Landlord shall, be removed &nd any resultant
damage to the Premises shall be repaired by and at the expense of Tenant.

ARTICLE NINETEEN

»Sale‘ Or Transfer of Premises

19.01. Effect On lease. Landlord shall promptly notify Tenant in
writing of any sale or transfer of the Premises or any assignment of the
Landlord's interest in this Leasse, giving the nsame and address of the
assignee or new owner, as the case may be, and instructions regarding the
‘payment of rent. In the event of any tranafer or assignment cf the
Landlord’s interest in this Lease or any change in, or transfer of, title
in and to the Premises or any part thereof, whether wvoluntary or
- involuntary, or by act of Landlord or by operation of law; Tenmant shall
be under no obligation to pay rents or other charges payable by Tenant to
Landlord hereunder, thereafter accruing, until Tenant shall have been
notified in writing of such transfer, assigmment or change in title and
given satisfactory proof thereof, and the withholding of rents or other
charges, payable by Tenant to Landlord hereunder, in the meantime shall
not be deemed a default upon the part of the Tenmant, If Landlord sells
or transfers all or any portiom of its estate in the Premises, on
consummation of the sale or tramsfer Landlord shall be released frow any
liability thereafter accruing under this Ground Lease. Any successor in
interest to landlord shall take Landlord's estate in the Premises subject
to each and every ome of the conditions set forth in Section 11.01 of
this Ground Llease. Landlord way transfer the balance of the Security
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Depogit and prepi Rent, if ény, then held by lLandlord to °“s successor
and, on such transfer, Landlord shall be discharged fr( ny further
liability with respect thereto.

ARTICLE TWENTY
Miscellaneous

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

TO LANDLORD: General Manager and Chief Engineer
San Francisce Water Department
425 Mason Street
San Francisco, California %4101

TO TENANT: ¢/o Orchard Supply Hardware
1555 S. Seventh St.
San Jose, California = 95112
Att: Director of Real Estate

With a copy teo:

W. R. Grace & Co.

1114 Avenue of the Americas

Kew York, -New York 10036

Att: Senior Vice President, Real Estate =~
Retail Group ’

TO MORTGAGEE: At the most recent address furnished to
Landlord in writing by Tenmant or the Mortgagee.

Notices, demands and requests given to Landlord, Tenant or any
Mortgagee in the manner aforesaid shall be deemed to have been received
for all purposes hereunder upon personal delivery or forty-eight (48)
hours after deposit in any post office or branch post office regularly
maintained by the United States Government. Landlord, Tenmant and any
Mortgagee shall have the right to change the addresa for receipt of
notice by a notice given as aforesaid; provided, however, that during the
Term Tenant shall continuously maintain in the County of San Mateo or the
City and County of San Francisco an office for recept of notice hereunder
and service of process in any action arising under this Ground Lease or
related to the Premises.

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

20.03. Entire Agreement. This Ground Lease comstitutes the entire
agreement and understanding between the parties. with respect to its
subject matter and the Premises. There are uo other agreements,
understandings, representations or warranties, either writtem or oral,
with respect thereto. This Ground lLease shall not be modified or awended
except by a subsequent writing executed by the parties.

20.04. Approvals and Consents., Whenever any provision of this
Ground lease requires an approval or comsent to be given by one of the
parties hereto, such approval or consent shall not be unreasonably
withheld unless provision to the contrary is expressly made herein. In
the case of Landlord, Tenant acknowledges that certain approvals required
to be provided hereunder shall require action by the Board of Supervisors
of the City and County of San Francisco.,
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©20.05. Her (8. The headings of the Articles and 5 ons of this
Ground Lease are .r convenience or reference only and are not a part of
this lease.

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

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

20.08. Successors. Subject to the provisions of this Ground Lease
on assignment, each and all of the terms, covenants and conditions of
this Ground Lease shall be binding on and inure to the benefit of the
heirs, successors, executors, administrators, assigns and personal
representatives of the respective parties.

20,09, Commigsion. Landlord and Tenant represent and warrant to
the other that it has not had any contact with a third person which could
result in any claim againet the other for a broker's finder's or similar
fee or commission in connection with this Ground Lease; and each of
Landlord and Tenant shall indemnify and defend the other against, and
hold it harmless from, any claim for a broker's finder's or similar fee
or commission arising out of its contacts with any third person in
connection with this Ground Lease. ’

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

20,11. No Conflict of Interest., Landlord shall not, and shall not
be required to, pay any money or provide any other considération of any
kind whatsoever or employ, contract with or sublease to or with any
person or entity if such payment of money or provision of other
consideration would violate or have a reasonable likelihood of violating
any law, statute, directive, regulation, decision or opinion now or
hereafter enacted or promulgated by landlord, the City and County of San
Francisco, the State of California, or any governmental, public or
judicial body, agency or department relating in any manner to confliet of
interest or if such payment or provision of consideration is to an entity
which has discretionary authority or power of any kind over the
development, use, or occupancy of the Premises or any part thereof or
with respect to the enforcement or interpretatiom of this Ground Lease.

20.12. Waiver of Future Right to Acquire Landlord's Fee. Tenant
acknowledges that Landlord has elected to enter into this Ground Lease
rather than to convey its fee estate in the Premises in order to retain
its fee estate in the Premises for the benefit of Landlord, and for the
benefit, health, safety and welfare of the residents of the City and
County of San Francisco including, without limitation thereto, in order
to be in a pogition to meet the needs of future generations. In
consideration for Landlord's willingness, =&and in order to induce
Landlord, to enter into this Ground Lease, Tenant hereby irrevocably
wzives any and all rights it might otherwise have under any law
hereinafter enacted by the federal, state or city governments which would
otherwise entitle Tenant to acquire, or succeed to, Landlord's fee estate
in the Premises or reversionary interest in the Premises. Tenant
acknowledges that Tenant's attempt to exercise any such right would
constitute a material failure of the comsideration for which Landlord has
entered into this Ground Lease. .

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

EXHIBIT A-1: Description of the Premises

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

EXHIBIT B: Parking Facilities and Miscellaneous Site Work
EXHIBIT C: Exceptions to Title
“EXHIBIT D: Percentage Rent Schedule

EXHIBIT E: Short Form Ground Lease

EXHIBIT F: Non-Discrimination Proviaions

20.15 Quiet Enjoyment. Landlord covenants and agrees with Tenant that

upon Tenant observing and performing all of the terms, covenants and.
conditions on Tenant's part to be observed and performed hereunder,

Tenant may peaceably and quietly have, hold, occupy and enjoy the Demised

Premises without hindrance or molestation from Landlord or amy other

persons lawfully claiming by, through or under Landlord.

20.16 Force Majeure. In the event that Tenant shall be delayed or
hindered in or prevented -from the performance of any act other than .
Tenant's obligation to make payments of rent, additiomal rent, and other
charges required hereunder, by reason of strikes, lockouts, unavail-
ability of materials, failure of power, restrictive governmental laws or
regulations, riots, insurrections, the act, failure to act, or default of
Landlord, war or other reason beyond its control, then performance of
such act shall be excused for the period of the delay and the periocd for
the performance of such act shall be extended for a period equivalent to
the period of such delay. Notwithstanding the foregoing, lack of funds
ghall not be deemed to be a cause beyond control of Tenant.

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

IN WITHESS WHEREOF, the parties hereto have set their
hands and sesls the day and year first above written.

- -

APPROVED AS TO FORM: “Landlord"
GEORGE AGNOST CITY AND UNTY OF SAN FRANCISCO
City Attorney By Pub itries Commission

By ké %;WZ [%&r By , '
McMORRIS M. DOW RUDOLF "NOTHENBERG
Utilities General Counsel General Manager of Publie

Utilities

Authorized by Public
Utilities Commigsion

Resoluti No. 3'0 1/1?3
sdopted Jenilin B 7923
Atteat: gwm 0 .

Romaine S. Boldridge

Secretary
"Tenant”
GRACE RETAIL CORPORATION
(SEAL)
Attest: v
By | E/&“VAA /4[ %BYM ‘
Assigtant Secretary Edward H. Tutun
President //
i LEGAL
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EXHIBIT A-1

DESCRIPTION OF PREMISES

All of that real property situate in the City of Millbrae, County of San
HMateo, State of Califormia, described as follows:

Beginning at a point distant Worth 39°14" West, 50.08 feet from the
intersection of the boundary line between the C.M.P. Coleman 175.20 acre
tract and the Custodio Silva 168 ascre tract and said point being distant
Bouth 53°46' West, 51.63 feet from the westerly line of the lands of
Southern Pacifie Railroad Company. Thence North 39°14' West a distance
of 255.56 feet; Thence South 53°46' VWest & distance of 292.25 feet;
Thence North 34°52'35" West a diastance of 75.02 feet; Thence South 53°46'
West 428.24 Feet, more or less, to the northerly line of El Camino Real;
Thence along said northerly line south 46°53' East a distance of 336,00
feet; Thence leaving said northerly line and rumning parallel to and
distant 50 feet measured at right angles northwesterly from said line
between C.M.P, Coleman 175.20 acre tract and said Custodio Silva 168 acre
rract, North 53°46' East a distance of 670,00 feet, more or less to the
POINT OF BEGINNING, :

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

DESCRIPTION OF INGRESS & EGRESS EASEMENT

A1l that certain real property situate in the City of Millbrae, County of
San Mateo, State of Californis, described as follows:

Commencing at the northwest cormer of the Lands of the City and County of

San Francisco leased to Orchard Supply Hardware im the City of Millbrae,
Counity of San Mateo, State of California and proceeding along the northerly
line of said lands Rorth 53°46' East a distance of 79 feet to the TRUE POINT
'OF BEGIKKING: thence continuing along said northerly lire North 53%46" Easrt),

a distance of 42 feet; thence North 36°14' West a distance of 2.0 feet; thence
along a curve to the right with a radius of 4 feet from a tamgent,bearing of
South 53°46' West, through a central engle of 90 for & distance of 6.28 feet;
thence North 36°14' West a distance of 9.46 feet; thence along 2 curve to the
right with a radius of 6 feet, through a central angle of 102°12'05" for a
distance of 10.70 feet to a point of reverse curve; thence along a curve to
the left with & radius of 147.0 feet, through a central angle of 6£°59'46",

a distance of 17.95 feet; thence North 36°14' West a distance of 27.14 feet;
thence along a curve to the right with a radius of 120.0 feet, from a radial
bearing of North 29°51'09" West, through a central angle of 35944'37" for a
distance of 74.86- feet, to a point of reverse curve; thence along a curve to
the left with a radius of 213.0 feet, through a central angle of 30°07'30", a
distance of 111.59 feet, to a point on the northerly line of El Camino Real;
thence along said mortherly lime South 46°53° East a distance of 64.45 feet;
thence along & curve to the right with a radius of 18.0 feet, from a radial .
bearing of South 73°15'36" East, through a central angle of 23°01'43" for a
distance of 7.23 feet; thence North 39°46'07" East a distance of 10.77 feet;
thence along a8 curve to the tight with a radius of 43.00 feet, through a central
angle of 45°10'01%, for a distance of 33.90 feet; thence North B4°56'08" East
8 distance of 31.45 feet; thence along a curve to the right with a radius of
38.0 feet through a central angle of 58°49'52" for a distance of 39.02 feet;
thence South 36°14' East, a distance of 5.0 feet; thence along & curve to the
right with a radius of 4 feet through a3 central angle of 90°, for a distance
cof 6.28 feet; thence South 36°14' East a distance of 2.0 feet to the TRUE
POLNT OF BEGINNING,

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

SURVEY
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e . PUBLIC UTILITIES COMMISSION

CITY AND COUNTY QF 8AN FRANGISCO

83-11483

‘RESOLUTION Na = A =734

WHERBAS} the 8an Prancisco Water Department owns
approximately 4,752 acres of land at 950 El Camino Real in
Hillbrae, California, which is exceds to the Watar Department's .
praacﬁt needs, and

WHERBAS, purauant to the terms and conditions of Commisaion
Resolution No. 82~31G, adopted July 27, 1982, the Water
Department published an invitation for sealed bids for the
purpose of awarding a ground lease of said premises for thirty
{30} years for commercial use and an other tecms and conditions
pfovtded for in the proposed laase; and

: wHEREKB,~:ea1ed bids were received by the Water Department
trom Orchard Supply Hardw#re. Lucky 8tores, Inc., and KTW/C&H,

"which bids included the following minimum annual lease rentalsi

Orchard Supply Hardware $150,000
Lucky Stoces, Inc, $144,00Q

ETH/Cell $136,000 R
and - ' ;
WHERBAS, the values of the three bida and the e ;
qualifications of all three biddets have been considered by |
Commission in order to determine the successlul Biﬁder; new ,
tharafo:e;'be it
RESOLVED, that this Commission hereby awards to OIcSa:d
Supply Hardwars, as the highest, responsible, qualified bidder, a
ground lease for commercial use of approximately 4.752 acres of
land at 950 El Caamino Real, Millbras, California, copies of which

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




M. Yé 8 ¢l voll

- . o o A AR Y
PUBLIC UTILITIES COMMISSION

CITY AND COUNTY OF SAN FRANGISCO

RESOLUTION No.

thirty (30) years and at the minimum rent and ovaragé and on the
other terms and conditions contained in said lease, subject to -
confirmation Sy the éity‘a Board or'Supervisors: and be it
FURTHER RBSOLVED, that City's Board of Supervisors be
requested. to approve, by ordinance, award of said ground lease;
and be it
FURTHER RESOLVED, that upon approval by the Board of

Supervisors, the General Manager of Public Utilities is-'nereby

authorized and directed to execute said lease.

3683C

I hereby certify that the foregoing resulution was adopted by the Public Utilitiss Commission

Cat its mesting of NUVEMBER 8 1983 u &‘ 4 ,

Secrelary, FPublic Utilities Commission




EXHIBIT C

EXCEPTIONS TO TITLE

. 1, General and Special Taxes for the fiscal year f983-84, now a
lien, not yet ascertainable.

2.  Genmeral and Special Taxes for the fiscal year 1982-83,
First Installment $§34.95 PAID
Second Installment $34.95
Code Area 14-1 A, P, $093 220 01

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

. Affects the Northeasterly 6 feet,

NOTE: 1In conmnection with the above there is an existing unrecorded use
permit in favor of The Pacific Telephone and Telegraph Company.

4,  UNDERGROUND CONSTRUCTION AGREEMENT by and

Between : Pacific Telephone and Telegraph Company, a corporation
and "3 The Lowrie Paving Company, Inc.

Dated : October 25, 1957

Recorded 1 October 30, 1957

Document No: 93947-P, Official Records of San Matee County, Califormia
5. EXISTING telephone line, retaining wall, 54 inch crystal

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

PERCENTAGE RENT SCHEDULE

Tenant agrees to pay to Landlord as "Percentage Rental," an
amount equal to one and one-quarter (1-1/4%) percent of Gross Revenues
(as hereinafter defined) made in, on or from the Premises during each
" Lease Year in excess of the First Gross Sales Base up to an amount equal
to the Second Gross Sales Base; one (1%) percent of Gross Revenues made,
in, on or from the Premises during each Lease Year in excess of the
Second Gross Sales Base up to an amount equal to the Third Gross Sales
Base; and one half (1/ZX) percent of Gross Revenues made, in on or from
the Premises during each Lease Year in excess of the Third Gross Sales
‘Base. For purposes hereof, the term "First Gross Sales Base" for each
Lease Year shall be deemed to mean the amount equal to the Annual Rent
applicable to such Lease Year, divided by the number ".0125"; the "Second
Gross Sales Base" for each Lease Year shall be deemed to mean the amount
equal to the sum of the First Gross Sales Base applicable to such Lease
Year plus $5,000,000; and the "Third Gross Sales Base" shall be deemed to
mean the amount equal to the sum of the Second Gross Sales Base
applicable to such Lease Year plus $5,000,000.

Example:

If the Annual Rent applicable to such Lease Year is $150,000,
then Tenant shall pay as Percentage Rental hereunder an amount
equal to one and one-quarter (1-1/4%) percent of Gross Revenues
made in, on or from the Premises during such Lease Year in
excess of $12,000,000 up to $17,000,000 of such Cross Revenues;
one (1%) percent of Gross Revenues made in, on or from the
Premises during such Lease Year in excess of $17,000,000 up to
$22,000,000 of such Gross Revenues; and one-half (1/2%) percent
of Gross Revenues made in, on or from the Premiges during such
Lease Year in excess of $22,000,000.

For the purpose of determining the Percentage Rental to be paid
hereunder, '"Gross Revenues" shall wmean the total receipts from all
merchandise and services sold or rendered in the Premises by Tenant,
whether at retail or wholesale, whether for cash or on a charge, credit
or time basis (without reserve or deduction for inability or failure to
collect) less the selling price of any goods returned by any. customer (to
the extent that the selling price of any such returned goods has been
included in Gross Revenues) and less that part of the sales price of
merchandigse which is paid for by the trading in of other merchandise of
the customer (although the proceeds from the subsequent sale of such
trade—in merchandise shall be included in Gross Revenues hereunder) and
further expressly excluding the following:

1. Sales at a discount to employeces of Tenant, revenues derived from
service charges made for credit tranmsactions, sums received as
charges for delivery to customers for products sold from the
Premises by Tenant, sales from vending machines, all sums received
from the sale of tickets of admission to theatrical, circus, church
and sports events (but including 211 commissions and fees paid to
Tenant in connection with the sale of such tickets);

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

. local govermnment and collected by Tenant in the operation of its
business on the Premises, and any other tax, excise or duty which is
levied or aasessed against Tenant for any Federal, State, Municipal
or local authority based on sales of specific merchandise sold on or
from the Premises, whether or not the amount thereof is passed on
to, or collected by, Tenant from. any purchaser thereof;
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3. The transfer of merchandise by Temant, or a subsidiary of Tenant,
from the Premises- to another store or & place of business owned or
‘operated by Tenant, or a subsidiary of Tenant shall not constitute a
sale;

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

5. Donations or sales at discount of werchandise to nonprofit
charitable and religious institutions;

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

7. Charges for labar performed by independent contractors outgide of’
the Premises and arramged by Tenant's "Home Improvement” and
"ecorations™ Department, but including the receipts from the sale of
merchandise from the Premises in connection therewith. ’
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EXHIBIT

SHORT FORM GROUND LEASE

HNE: g2z
3/7/83

Recording Requesated By
And when Recorded Return To:

950 EL CAMINO REAL
MILLBRAE, CALIFORNIA.

SHORT FORM OF -
GROUND LEASE

This GROUND LEASE is mads this day of

. 1983, by and between the CITY AND COUNTY

OF SAN FRANCISCO, a municipal corparation, aétinq through
its Public Utilities Commission (the “Commission®”} ("Land-
lord™®), and

{*Tenant"}.

- RECITALS:

This Ground Lease ia made and entered on the basis

of the £alldﬂing Facta, understandings and intentions of the

parties:

A. Landlord is the owner of all that certain real
property ("the Premises") situated in the City of Millbrae,
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County of San Mateo, State of California, particularly
described in Exhibit A hersto.

3. ‘Tenant desires to hire the Prenises from
Landlord in "as is"™ condition and to have the right to eract
nev improvenents thereon.

c. Landlord is willing to lease the Premises to
‘Tenant and to grant Tenant the right to erect thereon new
improvements {subject to, and in accordance with, all applice~
able laws and regulations and the provisions of this Ground
Loase, ); ygr:ovidod that Tenant at its own cost and expense
remcve, relocats or reconstruct on adjscent real property of
Landlord certain parking facilities located on tha Premises,
{defined in Section 2.07 below), all {in accordance with
written plans and -pecifit.:ationl of Landlord and in a manner
satisfasctory to Ln:;dloré.‘

D. Tenant is willing to remove, ralocate or
reconstruct on adjacent real p:opcrtny of Landlord said
parking facilities and improvements as required by Landlord
pursuant to Section 2.07 below.

-NOW, THEREFORE, im comidaratibn of the mutual
covenants and promises here;n- contained, Landlord leases
to ‘rennn:‘ and Tenant hires froa pundlord the Premises upon
the terms and conditions set forth in that certain Ground
Leasa bearing aven date herewith all éf which is incorpo-

rataed herain by reference, for a term of forty (40) years
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from the Commencement Date of s, with

Tenant having the right to extend tha Term for an additional

period of tsn (lq) years subjact to all the terms, covenants
and conditions contained in the Ground Lease.
IN WITNESS WEEREOF, the parties hereto have exae-

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

APPROVED AS TO FORM:- “Landlord* -

' GEORGE AGNOST CITY AND COUNTY OF SAN FRANCISCO
City Attorney BY Public Utilities Commimgion
BY : _ By e

. HMcMORRIS M. DOW RUDOLF NOTHENBERG

ptilities Ganeral Counsel  Ceneral Manager of Public Utilities

Authoerized by Public ®Tenant"
Utilities Commission
Reasoclution No.

Adopted

Attest: By
Romaine S. Boldridge ite
Secretary
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EXHIBIT F

RON-DISCRIMINATIOR PROVISIONS

CHAPTER 12C OF YT AN YRANCYSCO ADHINISTRATAVE CODK

AKENDING THE SAN FRANCISCO ADMIMISTRATIVE CODL Y ADDING CHAPTER 0 THERETO, FRO-
BEBLTING DISCLINTMATION IM WEAL PUOFERYTY CONTRACTS ON THE GNOWND OR AZCAUSE OF RACE,
COLOR, CREED, MATIOMAL ORIGIN, AMCKSTEY, AGE, SEX, SKXUAL OATDNIATION O DISANILITY.

& 1% atdsined by the Tacple of the Ciry apd County of San Francisco:

Swerion 1. Chaptar 1IC ix sdded to the San Francteco Adsinferrstive Cods to resd
as fallows:

CHAPTER L20
MONDISCRIWIRATION 1IN FROPERTY COMTAACTS
S¥O. 12C.1. Al) Preparey Cootracts o leclude Mondiweriminstion Provislaona.

211 contgscting sasncies of the Clcy sod County of Sau Frastisco. oy eny depsre-—
want thereol, sciing for or oo bahalf of ¢ha Cley snd County, sball fuclude in all
caatraces, franchiazy, issses, conceseions or other zgreesents {uvwolving the laads,
rental, or othar use of teal property and improvasente therson ot the City and Cousty of
San Francisco. [or a4 period excweding twancy-ules (2%} dayx 1n suy ¢slusdar yasr. whethar
by wicgular of cusulsfive losirusent, & provisiop abligating the conkracta¥, frénchimam,
Insuee, concemsiounive, of othaT party of waid xgreemant not to discriminats oo tha
ground or becsuas of raax, color, errad, matlomsl origin, encestry, age, sax, sexsal
ortentacion or disability sgafnet any pevson seeking datlcus, #d: fpci-
liclex, privilages, durvices, or mesbarship io 411 busicmas, mocixl, or othar sstabliai~
mants or organisstions, operating f£vom o¢ mabicg uve of asid real properey, and shall
taquirs such contractox, ftanchlses, lessmx, or cootessionsire to include & slmilex
provision 1o 1) subcootracts, subleasss, or othar subordimats agresssucs for & pariod
wicesding tvauty-nioe (29) days in xuy calandar yesy, vhathsr by singulsr or cusulative
lustrument, let, awsrded, negariatmd ar snrersd into Charsundar.

SEC. 12C.2. Dafinicions.

As usad Iu thie chapter thu texw:

“aga® for the purposw of sembershlp rafets to pad whell include any parson who has
attained the age of efghtman (LK) ywars, excmpt Ior bous fide asnloy ticised arganirs-
ticas. . .

*Contract’, shall mean and jocluda aft sgTeemawy to uparste (rom ox waks uss ! veal
proparty of rhe City apd County of San Fraucisco in the operatinn of & businsex, uovchl.
of sther estsbliahmect or organipetion, -

“Contractal® wedoa sny perasm oX parsoos, [ire, partskEship, corporstion, of combi-
eaiion thareof, wvho anters IATo & CORErBCE Lo aparsts Irom or meke use af real proparcy
of the ity and County of San Francisre in the oparatfon of s buslnass, social, or other
astablisheent v srganizsrion.

"Subcontract® khall mean gnd dvcluds an sgrewment oy conrract under o subordinate
to a prims contract, Iranchiee, lesss, or concession to oparata from or meke use of resl
propercy of thu City snd Lounty of Sun Franciece iR che operatlon of & bustcass. aocisl
ox otbexr astabliskmant ar oyxganizarion. .

“Concesafon™ includes e grant ot ‘Jadd oxr othex proparcy by or oo bdehalf sf kha City
and Tounty of San Francleco to a patsca (or the purpsss or use spacifled fn mald grane.

“Cooressivnsire” shall mean mnd loclodr u pavson who ip the gYantee of banaficlary
of 3 conceunion an baruin daficed. |

*Frapchisa' shail sepn and include & right or privilege confurred ty grent fros the
City and County of San Framciaco, or sny conitectitg agency thersaf, sod vagted in and
surhorining & person to ceadoct such busipess, socisl, ox ofher activity au ia spacified
in sald granx.

“¥ranchie: whall maan gud ldclude & persos whoe Lx the grances ar beeficisry of &
franchiee zo harsfo defipsd. -

*lastrument” shall mean and include & cootrmct, Evamchiss, lease, concessios OF othar
AgTacnIat (o opsrase [row or maks' uss of resl praoparty of the City and Counry of San
Francfaca ta the oparation of 8 buniowes, socisl or sthur gytsblishwent or orgaatxation.

"Lanse™ ¢ball wean and ipcinde s contrack by which che £ity and Covnty &% Sen .
Fraociscn, oF sny conrrecting idgsncy thexsof, grants to & parsan the Kemporwry posscagion
aod use of praparty, £or swward, sod the lstter agreas Lo raruys the ssme to the farmer
ax » fyture vims, * .

“Tanses”™ shall wemn wud fncluda & paracn O tanefr taking p of veal
wtilay 5 Isase 28 haveim provided.

“Sublesse” xhall mean snd inctude & lessa by vhich & lesnes ot temant grants
or Jetn 1o anotbar perscu part of all of chu lemwod raal propacty for u shocter term
and under which said lessee of tepant Iatafsk wowe right or Lucerdat under the
ariginal Isasa,

"Real Propecty™ shall mesn and lnclude lasd in vhich the City and Lounty of
Sap Feanclzco holds a JTegal interest aod lwprovemests to sald rmal propscry.

"Brx" ghall puan the chetacrex oI baing mala or femals.

“Sexual Orientution™ shall seat tlin choicu of humse adult saxus) partoer sccording
to gender. .

*“Disabilicy™ im a physicsl or wsntal ispeirment which doss nst meke the parsan
lecapadbla of meking wre of the sccomodstions, adwantages, [sciliityes, privilegen,
#ervices or msmbership in bueiness, sccisl or Other watsbhljalmants oy ovganiratisns
wiith s Yessonsbls accommodation tn hie er her disabllley, snd does nat maks khe parson
incapable of making auch ues fn s manmar vhich would not wadapger Hie or har bweleh and -
sxfaty or the haaleh and uxtery of otherse,

“Tenant"” shall wazn tha pesson or parsos, fire, pavrtsership, corporatios er combi-
vstion therssf who: mmter into a 1 sy £ isa, lemps, oY ofthey Egrme—
sant fovolving the lseas, vental or athar usa of real proparty and improvesants thereon

pf the City sod Cownty of San Pranctaco. .
SEC, 12¢.3, Wendiserimination rmi.nau‘ of Yroperey Contracts,

Lvery contract, franakites, lesas, . vy othar »p antarad into by apy
agency of the City and Cousty of Ban Fracifsco, ot awy dupartment rbacsof, iovolwing
the lsase, rancal, oF pthar use of rasl proparry wnd improvemsnts thirean of the City
and Caunty of Sao Fraocisca for a paricd wxcesding tusscy-aiss (29) days in way calsndir
yaar, whather by singulay or comulstive Lnsttomdnt, shall descsin the proviaicos
following, which shall bs koowo as the posdiecrimtostios previsions of suck property
contract.

In the parformancs of this cearrsct, tha tenanc sgraes as followe: .

(2} The teoant or subrensst will nat diseriminata sgaipst xny paracn sddkisg atcoewmi~
dationa, sdvactagas, fscilities, yrivilegds, services, oy sembarabip im Lha husinase,
social or othsr sstabl{shmsent or arganixscian oparsted by tha cenant or subtenunt so the
Tas) property of the {ity and Coanty of Bsn Prancisca, on Lha greund or bacausa of race,
¢oloy, craed, pational origin, apcestry, sax, poxaal aripotation, or dimability.

. (b} Should the tenant wr subTewant nperste a sembershiip oryanizetion, the temant
w(ll permit sccaus Ko his wawbarship rucords, vules, xegulations awd other partinunt
dats, by the awarding sutbority, or tha Sap Fraocisco Bimsn Rights Commjssion, for the
purposs of jovestigating to sspertain tomplisnce with the nondiscriminacion provialons
of thia contract, snd an raquuat provide avidence that has or will creply with the non-
discrisipation pravisions of this contrace.

(¢} That tensat or sahtsnsnt shall ha deemed to bavse b bad tha a1 you
provisiods of this congract yponr

{1) A finding by the Dirmcior of the Ban Frandisco Humsn Kights Commiaslon or
such other offictal wha way be dacignated by the Huean Righte Commiasion, that
Senant had wilfully vialsced much nondiscrimiunseion provistons.

{2) Upon sueh finding by the Direcsar of thu Husan Wights Comsfsatan, or other
off{alal deaignstod by the Muman Rights Comminsion, the awarding ausharity shall
notify rensnt, oy sublenant that unlese he descnstratus ko tha satiefaction of tha
Director of che fan Frascises Huisua Eights Coomission sv ether offlcial denignated
by the Husao Rightn Cosedesiot within such vessonshls pariod me the Himas Rights
Commiunlon shall detarmine, thet the viclaticn has bees corvected, aarizn will be
taken as set faxch in subpatsgraph {d}.

(3) The Humaa Righis Cokmiesfon ahall, within ten days of the deta of ixauanés
of sny finding by the Direckoxr of thoe Husan Rights Comuimmion or ather afficisl
dagignated by tha Commission im the anl of this thapter, me1l to any parson
or persons uf #d ¥y ssid finding, a cepy of safd findidg, Rogethwr with wrttesn
potice of bl Cight to sppesl. MNotics af appeal must be filed in vriting with the
Chisirmun ofthe Commlasion within 20 days of the dece of wuiling iaid copy and morics.

(4) For purpozes of sppaal pracwudings umdar ¢hia awetloq, s quorum shall con-
815¢ of «lght weshars of the Commisaion. The vetre of tha wajority of the full
Corniasfon ghyl]l be necwmmary to affirs, raverss or wodify such decinions,- vrdar or
othar actlion rendered herwundar. thauld a eewber of the Humen Rights Cossission be
desiganced under Secrion 125.3 (&) {1} af this conrrsct, ther commsestocey »ay oot
participate in eo appesl under thie esctlon 4xiepl as & wigpesy.- '
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{3) The presiding officar of the Cosmizsion shall hsva the powar to adalnfster
onrhs 1o witoemaes in sppaais beform the Commission utder this sscrion. In the
avant that xny pexson shall fail or refuse to sppesr A5 & vitness in sny such pro-~
cheding sfter being vequested to-do 8o, And if Iz ehall appear o the Comxleslon
thst his teatimony, or becks, records, doecumenca ar other things under hix control
are msterial snd relevant aa evidencs In the mateax wnder cona{deration by the
Commissgon in the proceeding, the presiding officer of the Cosaission wmay subpoena
soch person, requiring his prasence at the proceeding asd requirfng him to bring
such books, recozds, documente ox other thinge under bis ¢omtrol.

{6) All sppesla to the Buman Righta Cowmission shall be opan to poblic
inspection, ' Upon reschicg ‘s ducillou in any sppesl, the Commizston shall give
wrirten notice theraof to the Dirsctor of the Human Rights Cosaission, or sther
offlcis] designated by the Human R{ghts Comslaxion, and the appellent or sppellesnts,
Tha dectslon of the Commission zball bs final wnless within 1S days of the filfng
aod sarvice of writtes notice thereof appropriste legsl proceediops ava {iled 1n
& tourt of competent Jurisdiction by any psrty to this contract,

{7) Ul any temunt or subtenant wnder coatract to the City and County of
Saz Francisco shell Fail te appesr At an appesl proceeding of thy Commisnion uf ter
having bean given writeten norlce to appesr, such faflure ta appem ahall be grounda
for cancellszion of tha coatract or subcontract and such tenant or eubtenaat shall
be deemad to have forfeited all vighta, benefits and privilegas thereunder.

. (8) The Humsn Rights Cowmission of %4n Prancisco shall prowulgste rulss and
regulations for the implemsntagion of the nondiscrimivation proviaions of thie
contract, aod such rules wnd vegulations shall, so faxr as yn:ticublc. be siwilar i
to those sdopted fo applicable federsl uc:nun ordets.

(4) A breach of the mdhcrl-lmtltm pruvilhml in the parlormsprce of.this contract
shall be deemed by the City and County of 5an Prancisco to be 8 matersal dreach of con-
tract and basis for detsrminmtion by the offfear, board or svarding asuthority ruvoﬂll—
bie for the awscding or letting of such coatract that thu tenant or subrenent is sn
Lerenponsible teusnt, lesses, franchises or concassionaire ss te sll furure contracts
far the see of veal property. Such per firm or corporation whall oot, lor & perfod
of two (2} years theves{ter, or uncil hﬁﬂu establish and carry out & progras io con~
fotmity with the nondiscriminetisn provisloos of this contract, be allowed to ack as a
tenapt or eubtenant umder any contrxact involving the leass. rental or othar use of veal
property and ilmprovements thereon, of the City and County of Jan Francisco.

{e) Mathing contained 1o this contrsct shall ba construed in any sanner §0 a% ta
prevent the City and County of Ssn Frasciseo fros pursuink &ny other remediss thai may
ke avallsble at law,

Src, 12C.4. Human Rights Commission Pwpowered.

The San Frencieco Howan Rights Comdwsion, {te preaiding afficer eod fte dirscter
ars hereby granted the powar ta do slk scts and exercise all powers teferred to in
Section 12C.2 baraof,

SEC, 12C.3, Funding,

Tha Soard of Supervisors shall l‘p'l:vpl”‘tl such funds from the ganersl fund of tha
City and County of San Travcisco, subject to budgetary snd fiacal provisions of the
charter, s it miy deem necessary for enforcement of this oxdinsncs.

SEC, 13C.§. Msversbflity.

1f sny clavse, sentence, pavagraph or part of thie title or the spplicarion there-
of to sny parsvn or circumstances shall, for sny reason, be sdjudgad by ¢ court of
competent jurledicrion to be fnealld, such jurSsdiction shall nor affect, impair or
lovalidsta the remaindsr of this chapter.

Tinal Paasage-Fabruary 28, 1977
Approved by Hsyor-March 11, 1377
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{(Ground Lease)
APPROVING AWARD OF GROURD LEASE BY PUBLIC UTILITIES COMMISSION

- FOR & TERM OF MORE THAN TEN YEARS. -

Be it ordained by the People of the City and County of San

Franciscos
Section 1, Award by the Public Utilities Commission on

: il i ,
November 8, 1983, to -%%ﬁﬁ%ﬁp%ﬁ;ﬁ?ﬁﬁ}?&&tﬂ, a Delaware

corporation, as the highest, gualified bidder, of a‘ground lease
of‘4;757 acres ofuﬂater Departﬁent land 'in Millbraé, California,
for a term in excess of ten years and having antiéipated revenue
to ‘the City and County of San Francisco of $1 million or more, is
" hereby appcoved; |
. A??RQVED AS TO EOﬁM: RECOMMENDED:

GEQRGE AGNOST, City Attorney

Y

Utilities General Counsel

PUBLICA UNITLIES COMMISSION

By

General Manager of Puplic
‘Dtilities

.....




Passed for Second Reading
Board of Supervisors, San Francisco

Ayes: Supervisors _Hongisto, Kennedy,
Kopp, Mzaher, Molinari, Nelder, Renne, Silver,
’ y &

AKER 2

Ca e raw -
AP e s e e aeiae et
"
.
P e
et "
RITTL” v 3
v D“
X i
TR s e ey s Y 1.
S
.............. Clerk
»Y

Approved

Read Second Time ami Finaily Passed ‘

Bi?ﬁl gfg'iﬁxé)ﬁviscrs, San Francisco

BRiTT

l
Ayes: Supervisors- ' Hongisto, Kennedy,
Kpﬁp, Ma};er, Molinari, Nelder, Renue, Silver, }

Ward, .

. ., : v; N i
Absent: Supervxso;l..,.,...l, ....... A I
N .

I hereby certify that the foregoing ordinance was -

fAnally passed by the Board of Supervisors of the
ity and County of ,

.




. ) ? . v
TOUBLIC UTILITIES COMMISSION

CITY AND CTOUNTY OF GAN FRANGIBGOD

83-0483

RESOLUTION No, . L3P

' WHERBAS, the San Francisco Water Department owns
approximately 4.752 acres of land at 950 El Camino Real in
pillbrae, Ca;itornia,'which is excess to the Water Depar;ment'u
’ pren.uﬁ nesds, and

WHERRAS, pursuant to the terms and conditions of Commission
Resolution No. 82-310, adopted July 27, 1982, the Water
Department publighed an ‘invitation for sealed bids far the
putpose of awarding a ground lease of said premises fot thirty
(30) years for commercial use and on other:te:ms and condiiiona
provided for in the proposed leaée: and ‘

WHEREAE,'uaaled bids}were received.by the Water Department
Erom Orchard Supply Hardware, Lucky Stores, Inc., and KTW/C&H,

" which bids included the foliowing minimum anaual lease rentals:

Orchard Supply Hardwa;e’ $150,000- °F
Lucky 8Stores, Inc. T §144,000
- KTW/CeH ~ $136,000 ¢
and : . “
' WHEREAS, the values of the three bids and the s

qualifications of all thres bidders have been considered by
Commission {in order to determine the successfuyl bidder; now,
therafore, be it

RESOLVED, tha; this Commission hereby awards ﬁo Orcﬁard
Supply Hardware, as the highest, responsible, gqualified nidder, a
ground lease for commerciSI use of approximately 4.752 acres of
land at 950 Bl Camino Real, #dillbrae, California, copies of which

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



tptMive 8 Cl vl

v

o

PUBLIC UTILITIES COMMISSION

CITY AND COUNTY QF BAN FRANCISCO

RESOLUTION No.

thirty {30} yeats an_d at the minimum rent and ovarage and on the

ather terms and conditions contained in said lease, subject; to

confirmstion by the C‘ity'a Board of Supervisors; and be it
PURTHER RESOLVED, that City's Board of Supetvisors be

requested to approve, by ordinance, award of said ground lease;
and be it

FURTHER RESOLVED, that upon approval by the Board of

Supervisors, the General Manager of Public Utilities is hereby
authorized and directed to execute said lease.

3083C

1 hereby certify that the foregsing resolution was adopted by the Public Utiliies Commission

Secfetary, Publse Utilities Commission

&
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{(Ground Lease}

APPROVING AWARD OF.GRDU&D LEASE BY PUBLIC UTILITIES COMMISSION

FOR A TERM OF MORE THAN TEN YEARS.

Be it otdained by the People of the City and County of San

Franciscas:s

Section 1. Award by the Public Utilities Commission on

: Grace Retail Corporation
November 8, 1983, to QEHAYALE/ SUpPAN /AALGMALE a Delaware

corporation, as the highest, qualified bidder, of a ground lease
of 4.757 acres of Water Department land in Millbrae, California,
for a term in excess of ten years and having anticipated revenue

to the City and County of San Francisco of $1 million or more, is

hereby approved.

APPROVED AS TO FORM: RECOMMENDED:

GEORGE AGNOST, City Attorney PUBLICN ULITLIES COMMISSION
t4 1 A "
M Oy

sy (AN o7 Ll Moy~ By : : -
Utilities General Counsel ' General Manager of Pubnlic

Otilities

o4




SHORT FORM OF GROUND LEASE '

This GROUND LEASE is made as of this 2/(%jday of Egg}; s

1984, by and batween the CITY AND COUNTY DF SAN FRANCISCO, a municipal
corporation, acting through ifs Public Urilities Commission (the
'@ommiasion"j-('Iandlard"), and GRACE RETAIL CORPORATION, a Delaware
corporation having an office at ¢/o Drchard Supply Hardware,
1535 S. Seventh St., Ssu Jose, Californis 25112 ("Tenant™),
RECITALS: ’ ‘

This Ground Lease is made and entered on the basis of the
following Facts, understandings and intentiona of the parties:

A, Landlord is th%fqﬁner,of all that certein real property

RS

("the Premises™ situsted in'thé City of Millbrae, County of San Mateo,

State of California, p%?tic&fﬁ%f;~dég§¥ibed in Exhibit A-1 hereto and.
. T li

shown on the survey attacgéq heretq as Exhibit A-3.

B. Tenant desires to lease the Premizes from Landlérd in “as
ig" condition and to have the right to erect new improvements thereou,

C. Landlord is willing to lease the Premises to Temant and to
grant Tenant the right ta erect thereon new improvements [subject to, and
in accordance with, all applicable laws and regulations and the
provisions of this Ground Leasel. : \S\

NOW, THEREFORE, IN CONSIDERATION of the mutual covenants and
~ promises herein contained, Landlord leases to Tenmant, and Tenant does
hereby leaze and tgke from Landlord, the Premises upon the terms and
conditions set forth in that certain Ground Lease bearing even date
herewith all of which are incorporated herein by reference, for a term ;f
thirsty (30) years from the Commencement Date of }f\ﬁk}{ \ , j;{f%ix; s

with Tepsnt having the right to extend the Term for two (2) additiomal

periods of ten (10) years each, subjec£ to all of the terms, 2ovenants
and conditionas contained in the Ground Lease; TOSETHER WITH, and Landlord
hereby grants and demises to Tenaut, a nonexclusive easement for the Temm
of the Ground Lezase gnd any Extended Term of the Ground Lease over a
portion of that certain parcel of property owned by Landlord and situated

immediately adjacent to the Premiszes, said easement area bdeing more

54224-030284 — ‘ : O Rl { N A

NUMBER ...‘..4,,;5 ....... LOF
[mp— 8 ........ EXLCUTED -

" CQUNTERPARTS










particularly described on Exhibit A~2 and located within ' area shown
on Exhibit'A-B hereto and designated thereon sz "Ingress & ngress
Easement”, for the purpose of ingress and egress by Tenant, its
suhtensnts,'customgrs, employees, invitees, licensees, agents, and
contractors, in the conduct of its business, and any motor vehicles used
in the conduct of business to and from the Premiseas onto El Camino Real
at the signalized intersection.

IN WITNESS WHEREOF, the parties hereto have executed tnis Short

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

APPROVED A5 TO FORM: "Landiord"

GEGRGE AGNDST . CITY COURTY OF SAN FRANCISGO

City Attorney By ic Utjilities Commission
By 1 , . By
McMORRIS M. DOW RUDOLF NOTHENBERG
Utilities General Counsel General Manager of Public
Yrilities

Authorized by Public
Utilities Commisgion
Resolution No. 93',0 &3
“Adopted’ ;7/

Attest:
Romaine S. Boldridge
Secretary
“Tenant™
GRACE RETAIL CORPORATION
(SEAL)
Attest: - .
By /4;ﬂii£6ﬂa/€; ‘ By /’
“hgsistant Secretary Bdward H. Tutun
Pregident
LEGA

RE e



EXRIBIT A-2

DESCRIPTION OF INGRESS ‘& EGRESS EASEMENT

-~

All that certain resl property situste in the City of Millbrae, Coun:y of
San Mateo, State of California. described as follows:

Commencing at the northwest corner of the Lands of the City and Comnty of

San Francisco leased to Orchard Supply Rardware in the City of Millbrae,
County of San Mateo, State of Cslifornia and proceeding alomg the northerly
line of said lands North 53°46' East g distance of 79 feet to the TRUE PUINT.
OF BEGINKING: thence continuing along said northerly line Korth 53°6' East,

a distance of 42 feet; thence North 36°14' West & distence of 2.0 feet; thence
elong & curve to the right with a radius of 4 feet from a tangent bearing of
South 53°46' West, through a central angle of 90° for a distance of 6.28 feet;
thence North 36°14' West a distance of 9.46 feet; thence along a curve to the
right with a radius of 6 feet, through & central angle of }D2°12'05" for a
distance of 10.70 feet to a point of reverse curve; thence along a curve to
the left with a radius of 147.0 feet, through a central angle of £°52'46",

a distance of 17.95 feet; thence North 36°14' West & distance of 27.14 feetj-
thence along a curve to the right with a radius of 120.0 feet, from & radizl
bearing of North 29°51'09" West, through a central angle of 35°44'37" for a
diptance of 74.86 feet, to a point of reverse curve; thence along a curve to
the left with a radins of 213.0 feet, through a central angle of 30°07'30", a
distance of 111,59 feet, to a point on the northerly line of El Camino Real;
thence along said northerly line South 46753% East a distance of 64.45 feet;
thence along a curve to the right with a radius of 18.0 feet, from & redial
bearing of South 73°15'36" East, through a central angle of 23°01'43" for a
distance of 7.23 feet; thence North 39°46'07" East a distance of 10.77 feer;
thence along & curve to the right with a radiuve of 43.00 feet, through a central
angle of 45°10'01", for m distance of 33.90 feet; thence North B4°56'08" East
a distance of 31.45 feet; thence along a curve to the right with a radius of
38.0 feet through a central angle of 58°49'52" for a distance of 39.02 feet;
thence South 36°14' East, a distance of 9.0 feet; thence along & curve to the
right with a radius of 4 feet throvgh a central angle of 90°%, for a distance
of 6.28 feet; thence South 36°14' East a distance of 2.0 feet to the TRUE
POINT OF BEGINNING.

Containing 0.1643 scres of land, more or less.
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— - S S
S LAND USE PERMIT '

. } GEN-1700-85

b < Purtuant to suthsrity mnud by the Publle Utilities Cmmu:ddn, permission s hereby grasited to

v

ORCHARD" SUPPLY HARTWARE

{haveinatter called “Permittee™) to occupy and utiliza the following described parcel or premises owned by the City
and County of San Francisco (hereinafter enlied “City”) and under fjurisdiction of the Water Department:

; Almgandmthin?arcellaoffomernmirightofwaya 0 San Francisco
. Water Department records and as shown on San Francisco w::rrﬂmgbeparmt Drawing
o. C-H&Battadledheretoardmdeapartha:eof '

for the purpose of, installing-a 6~inch VP sanitary sewer and a 12~inch ACP stom drain
. zlslgrr;r: g:dordmxd Supply Rar:dware's lease of portion of Water Department's

v

permn is :rnnted mb,hct to the following condltions:
L Unless otherwise rpeclﬂcally provided hecein this permit aball bacome effective whan the Publie Utiities Com-
- miselon or lq autharized up:mtntlw and the Permlttee have signed it, A copy :ha.u be furnlshed to Per-
‘ m"mr
3. This permit does not constitute a Jsase, desd or grant of an emmant. orofa m Interest by .City. It Is not
teansferable or assignable, and is ravocahis at any tine at the oplion of the Publle Utflities Commiasion,
3 The uss wuthorized by this permdt Is limited solaly to the purposes et forth hersin, and, except g cxpreuly
hersin provided, canstruction, excavetion or installation of structurex is not authorized.
4. Neither City mor any commisclon, board, officer, or smployee thereof shall be held responsible or Nable for
damage to any property of the Permittes installed or located on the premises coversd by this pasmit,
&, Permittes shall st all times keep City's lands In good and sightly condition, #o far as the same may be af-

" lected by Permittes's operation hereunder.
& In the event City institutes and prevalls B any action for the en!orcemmt of any of {ia rights héreunder, Per-
mittee will pay to City such reasonable attorney’s fees st may be dstermined by the Court, as part af the

costs of suzh actien,




EXHIBIT A-1

DESCRIPTION OF PREMISES

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

Beginning at a point distant North 39°14' West, 50.08 feet from the
intersection of the boundary line between the C.,M.P. Coleman 175,20 acre
tract mnd the Custodio Silva 168 acre tract and said point being distant
South 53°46' West, 51.63 feet from the westerly line of the lands of
Southern Pacific Railroad Company. Thence North 39°14' West & distance
of 255,56 feet; Thence South 53°46' West a distance of 292,25 feet;
Thence North 34°52'55" West a distance of 75,02 feet; Thence South 53°46!
West 428,246 feet, more or less, to the northerly line of El Camino Resl;
Thence along said northerly linme south 46°53' East a distance of 336.00
feet; Thence leaving said mnortherly 1line and running parallel to and
distant 50 feet wmeasured ot right angles northwesterly from said line
between C.M.P. Colemsn 175,20 acre tract and maid Custodio Silva 168 acre
tract, North 53°46' East a distance of 670.00 feet, wore or less to the
POINT OF BEGINNING.

Containing 4.7505 acres of land, more or less.



EXHIBIT A-2

DESCRIPTION OF INGRESS & EGRESS EASEMENT

All that certain real property situate in the City of Millbrae, Coun:y of
San Mateo, State of California, described 8s follows:

Cammencing at the northwest corner of the Lands of the City and County of

Sap Francisco leased to Orchard Supply Hardware in the City of Millbrae,
County of San Mateo, State of California and proceeding along the northerly
line of said lands North 53°46' East a distance of 79 feet to the TRUE POINT
OF BECINNING: thence continulng along said northerly line Korth 53°46' East,

a distance of 42 feet; thence North 36°14' West a distance of 2.0 feet; thence
slong & curve to the right with a radius of 4 feet from a tangent bearing of
South 53°46' West, through a central angle of 90° for a distance of 6.2B feet;
thence North 36°14' West a distance of 9.46 feet; thence along a curve ro the
right with a radius of 6 feet, through & central angle of 102"12'05" for a
distance of 10.70 feet to a point of reverse curve; thence along a curve to
the left with a radivs of 147.0 feet, through a central angle of 6°59'46",

a distance of 17.95 feet; thence North 36°14" West a distance of 27.14 feet;
thence along a curve to the right with a radius of 120.0 feet, from a radial
bearing of North 29°51'09™ West, through & central angle of 35°44'37" for a
distance of 74.86 feet, to a point of reverse curve; thence aleng & curve to
the left with a radius of 213.00 feet, through a central angle of 30°07'30", a
distance of 111.59 feet, to a point on the northerly linme of E1 Camino Real;
thence along said northerly line Scuth 46°53" East a distance of 64.45 feet;
thence along a curve to the right with a radius of 18.0 feet, from a redial
bearing of South 73°15'36" East, through a centrsl angle of 23°01'43Y for a
distance of 7.23 feet}; thence North 39°46°07" East a distance of 10.77 feet;
thence along & curve to the right with & radius of 43.00 feet, through a central
angle of 45°10'01", for a distance of 33.90 feet; thence North B4°56'08" East
a distance of 31.45 feet; thence along a curve to the right with a radius of
38.0 feet through a central anple of 58°49'52" for a distance of 33.02 feet;
thence South 36°14' East, a distance of 9.0 feet; thence along & curve to the
right with a radius of 4 feet through a central angle of 90%, for a distance
of 6,28 feet; thence South 36°14* East a distance of 2.0 feet to the TRUE
POINT OF BEGINNING,

Containing 0.1643 acres of land, more or less.
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Atv A gISCO WATER DEPAGSY
ST LAND USE PERMIT

' ‘ GEN-1700-85
o . Pureuant to suthority granted by the Public Utlities Comunission, permission ls hereby granted 1o

PR

ORCHARD SUPPLY HARIWARE

{haveinatter calied “Fermittes™) to occupy and utilize the following described parcel or premises owned by the City
and County of San Francisco (herelnafter called “Clty”) and under jurisdiction of the Water Bepartment:

Almga:xiwithmmmellaoffomernmirightofwayawordmgto&nmmm
WamnemtmrdsaMasshmnmSmmmeaterDeparmenthng
No. C~1183 attached hereto and made a part hereof, e

for the purpose of , installingaﬁ-indeCPsmtaxyse«aerandalz-nmestomdmin
L Emﬁfr&uﬂ&@wm's lease of portion of Water Department's

.

permit {s granted subject to the fallowing conditiona:

1. Unless otherwise apecifically provided herein this permit shall becomg effective whan me Publie Utilities Com-
mission or its authorized representative and the Permittee have signed it, A copy shail be furnished to Par-

. mltm.

2. This permlit does not constitute & Jears, desd or grant of an easement, or of a {es Latavest by .City. It Is not
tranaferable or assignable, and in revocable at any tma at the option of the Publle Utilitles Commission,

3, The use nuthorized by this permit ls limited solely ta the purposex set forth hersin, and, except as vxpnuly
herein provided, construction, excavation of lnstallation of structures s not suthorized.

4. Neither City nor any commission, board, officer, or smployee thereof shall be held responsibie or liable for
damage to any property of the Permittee installed or located on the premises coversd by thia permit.

S, Permittee shall st all times keep City's lands In good and sightly condition, so far as the same may be af-
fected by Permittes's operation horeunder.

8. In the avent City institutes and prevalls in any sction for the enforcement of any of its rights hereunder, Per-
mittee will pry to City such reasonable attorney's fees a3 may be dstermined by the Court, sz part of the
costs of such action,
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7. Permittea shal, on receipt of notice to do so and withln sich reasonable tims limits ws may be fixed by sald
noties, alter or remove at his ¢cwn expense any of hia improvements, plantings, or other property to such ex-
tent as may be required to avold interference with any of City's pips, power lines, or other structures now or
hereafter ta be constructed, with the maintenance theredf, or with any other operations ar Iand use by City.
In the event Permittes falls to ultar or remove any of his improvements, plantings, or other property within
tha time Mmit specified in said notice, aald improvements, plantings, or other property may be removed by City,
the rwasonahle axpanse of which shall be paid to City by Parmittee.

8, In the avent of any smergency Clty may, at ita sole option and without notics, alter, remove or protect at Per-
mittee’s expense, any improvements, plantings, or other property, except utility facilities owned aither by a
private company or a public agency. On notice that an emergency exixts, owners of utllity facllities, at their
own expenss, must take immadista action to protect, xemove or relocate such facilities s required io meet
the smergency.

9. Permittee shall be responsible and Bable for any and all damage ta City‘s structures or preperty, due directly
or indirectly to Permittee’s ocoupation and use of City lands pursuant to thls permit, and shall promptly pay
any just claim therefor. Permittee shall assume the defense of and indemnlfy snd save harmless the City ond
County of San Frateise, its Publie Utllitles Commisaion, officera, and employees from all claima, fosa, lens,
demage, injury and lability of every kind, nature and description, directly or indirectly arising from Permit-
tew’s occupation and use of City Jands pursusnt to this permit regandless of responaibility for negligence.

10. Any gandaning or landecsping shall be limitad to low growing shrubs, grass or plants, Planting of trees on
plpaline or electris ling rights-of-way is expressly not permitted.

11, To the extent that any special conditions sst forth herein confiist with or are inconslstent with the printed
conditiona, the special conditions ahiall prevall,

© 12, In the event the purpose of this permit Is to allow Permittee to install utility facllitirs underground scross
City’s premises, the clear distance betwaen the bottom of Permittee's Installation and the top of City's existing
and preposed fubure water lines shall not be less than aix inches and Permitiee’s safd Installation shall be placed -

. &t an approximately constant grade far the entive erosaing.

13, In the avent the purpose of this permit Ix to allow Permities to inatall utility facilities underground across
City's premiives, mmxmmwﬁymmmumm of the undsrground installation with witness
poats,

14, All conditions of this permit are subjact to periodis review.

- 15. Permittee's pmposedinstallatimsmthinmty g right of way shall be in

. accordance with Permittee's drawing bearing City's signed approval. This
drawing ig attached hereto as Exhibit "A" and is hereby made a part of this
permit.

16. In the event City expand facilities into the permit area in the future, Pennittee
shall remove his sewer authorized uxﬁer this permit and relocate elsewhere, all
at his own expense.

17. Unless sooner revoked, ‘this permit shall teminate at the end of Pe.nnittee’a lease
of adjoining land.

18. The Permittee shall notify the Manager of the Suburban Divisicm of the San Fran-
-cisco Water Department, phone 697-4424, five working days prior to the date of

19. The removal of existing trees along and near the sewsr lina authorized under this
permit is required, 'mePemd.tteeshallperfomthiswoﬂcmﬂermedirectionof
.the cityaxxiathisamaxpmae. . .

20. The installation of facilities authorized by ﬂ'd.s pem\it is’ atbject to City 8
* inspection and approval.

21, The City reserves the right to &lter, add, and delete from the work authorized or
required under this permit.

22. Richts grantedhereinshallbelimitedtoamagrantedmzderﬂlispemu.t. Permittes
shall not use the adjacent lands of the City without pricr appm\ml of the -General
Manager of the San Francisco Water. Departitent.

23. Permittee shall not accept and release his Contractor for the work authorized or
requiredbyﬂﬁspemitbeﬁoresecuringtheappmalofﬂaecity .

24, Permittee shall install markers identifying location of their mﬁe:gmwd facilities
constructed under thia permit. Markera and identifying information thetepn,apall be
approved by the City.

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

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

F-5940-2



27, InbkAa Listiliny end Prosqriy Ressge Ineurence;

Pormittse agrwed to salntein'in foree during the existence of thia permil, and sk iky gost and
sapense, oospIeASnsive genaTAl 1lsbilivy inswrance, Jneluding sulwmosile and products liavility
Anaursncs P peguired 8y the Pubile Uthiitiss Commisslon, The pakisy or polieies of said tnsursnce
shatl nams s Ansured, or 88 addittonal insureds, Oity, Pubils Urilisias Comsission snd Sts mesberw,
and the offiedrs, agents and employsss of esch, Jaid policy or palicies enall lnaure sald persons
Agslnnt Joss of Atanility fae damages for bodily tnjury, desth oFf propersy damage aoaastomned by
reason of the opersticas of Permities fo,en &nd SOOME the Property persitted o Ba ceaupted by of waed
with mintnun lisbilicy Jimies as fwilowsy .

$1,000,800 Combined Stagle Limiy For kodily Snjury or dsath of any one person; md
for bodily Injury or destn of tWe aF more parsons,
in any one cevurreands; snd
for damige %o property Tesulting {rem eny one seeurrense.

4 sopy of seld insurknss poliey of polinias ahnll de fumished to the Osne¥el Manager and Cnulel
Enginaer, San Proncisse Vater Department svelnafter rafersed %o as Mannger,upon the sxesution of this
ruit and ehall contein & provision that written notiee of sencellstion orF of sny nsterial ehange

' i”mnot shall bs daliverad to Ranager thirty (30} duys in sdvanae of the effective dats thersof.in the -

svent tnat others than ine aforessid persona sre named In  sald poliey or policien 48 insureds, or
additional insureds, Pernittse shall furnish Menager with a astiafactory severanility of fnterests en-
dorsesent therson. Appreved forme sf the Isat two Aforessid andorssments say be cbteined Irom Mansgar.

hereaftsr and guring tha tavm of this parwit, Persittes ahall fumish to WMansger, From time %o
time, a duly sascuted sertificate i the effeal thal tha insuranse eoversge furmiahed %o City is Delng
maintained by Permlttes. Rueh palisies or sertifiestes shall ¥e Lasuwed 87 & ¥oapany OF compRnies ap~
provad in weiting oy City's Contpeller and as to form Oy City‘s Sty Attomay.fermitise shall ineresss
31’!“:;::;:]: l-é:::! upen the writsen demand o CIty preovided Shat said iniresses are ressonable

ul 7 N N

Dated AL22/83,

' PERMITTEE : ;
- (RCHARD SUPPLY BARDWARE

N——E—]%
Title Director/Store Planning

‘lf PR

CITY AND COUNTY OF SAN FRANCISCO ot
PUBLIC UTILITIES COMMISSION

Caneral Manager of Public Utilities
Arthur R, Jensenl

Acting General Manager and Chief Engineer
san Francisco Water Department

pated  APR 291985

- ———-—



" SAN ~NCISCO WATER DEPAWIML. .(
LAND USE PERMIT

Pursuant to authority granted by the Public Utilitles Commiaslon, permission Is hereby granted to

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

ATTENTION: MIKE 1LA TOURETTE

(hereinafter called “Permittés”) to oecupy and utilize the following deseribed parcel or premises owned by the City
and County of San Franclsco (hereinafter called “City’") an under jurlsdiction of the Water Department:

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

A portion of Parcel 29 Millbrae Corporation Yard as conveyed

by Spring Valley Water Company to the City and County of San
Francisco by deed dated and recorded March 3, 1930 in Volume
491 of Official Records at Page 1, said portion commencing at
the intersection of northeasterly line of El Camino Real with
the southeasterly line of Parcel 29, thence north 46- 53' west
and along the said northeasterly lme of El Camino Real a dis-
tance of 336,00 feet, thenceonorth 53° 46' east a distance of
428.24 feet, thenoe south 36~ 14' east a distance of 75.00 feet;
thence north 53° 46' east a distance of 292.25 feet; thence
south 39° 14' east a distance of 255.56 feet; thenoe south

53° 46' west a distance of 670.00 feet to the point of commence-
ment.

Containing 4.752 acres more or less.
All of which property is identified by San Francisco Water

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

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

is permit iz granted subject to the following conditions:
1. Unless otherwise specifically provided herein this permit shall become effective when the Publie Utllities Com-
mission or its authorized representative and the Permittee have signed it. A copy shall be furnished to Per.
mittee.

2. This permit does not constitute a lease, deed or grant of an ¢ssement, or of a fee Interest by City, It ls not
transferable or asgignable, and la revocable at any time at the option of the Publie Utilities Commission.

3. The use authorized by this permit 13 limited zolely to the purposes set forth herein, ond, except as expressiy
herein provided, constructlen, excavaton or Installation of structures Is not authorized.

4, Netther City nor any cornmission, board, officer, or employee thereof shall be held responsible or llable for
damage to any property of the Permittee installed or located on the premises covered by thig permit

5. Permittee shall at all times keep City’s lands in good and sightly condition, zo far as the same may be af-
fected by Permittee’s operation hereunder,
-G .ﬁ—m—m—eﬂ’—mmwm' m for-theenforcement-of-amy-of Hxrights herew .
———rrittee-will-pey—to-City-suel le—ptiormenio—tsen-as—may—be-detcmmived—by-the-Conrt—ae-pari-of-thre—-
'y L4 'y Cd
onta-eh-such-eciion
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Permittee ahall, on receipt of notice to do s and within such reasonable Ume limits az may be fixed by sald
notice, alter ot remove at his own expense any of his Improvements, plantings, ot other property to such ex-
tent as may be required to avoid interference with any of City’s pipe, power Ines, or other structures now or
hereafter to be constrocted, with the maintenance thereof, or with any other operations or land use by City,
In the svent Permittee fails to alter or remove any of hin improvements, plantings, ot other property within
the time Hmit specified in sald notice, sald improvements, plantings, or other property may be removed by Clty,
the reasonable expenee of whish shail be paid to City by Parmittee,

In the event of any emergency City may, at ity sole option and without notice, aiter, remove or protect at Per-
mittee's expense, any improvements, plantings, or other property, axcept utllity fxcilities owned efther by &
private company or 8 public agency. On notice thut an emergency exists, owners of utility facilitles, at thelr
own expense, must take immediste action to protect, remove or relocate such faclities as required to meet
the emergency.

Permittes shall be responsible und lisble for any and all damage to City’s structures or property, due directly
or Indirectly to Permittae’s occupation and use of City lands pursuant {o this permit, nnd shail promptly pay
any just clalm therefor. Permittee shall assume the defenve of and indemnify and save harmiess the City and
County of San Francisco, it Public Utilittes Commdssion, officers, and employess from all claimy, loss, llens,
damage, {njury and labllity of every kind, nature and description, directly or indirectly arising from Permit.
tee's oceupation and use of City lands pursuant to this permit regardiess of respansibility for negligunce,

Any gardening or landscaping ahall be Nmited to low growing shrube, grass or plants. Planting of trees on
pipelins or electric Une rights-of-way s expressly not permitted.

To the extent that any special conditions set forth heruin confiict with or wre inconsistent with the printed
conditions, the specisl conditiony shall prevail.

In the event the purpose of this permit ia to aliow Permittee to install utility facllities underground across
City's premises, the clesr distance between the bottom of Permities's installation and the top of City's existing
snd propomed future water Iiney shall not be less than aix incheg and Permittee's said installation shall be placed
at an approximately constant grade for the entire croaing.

In the avent the purpose of this permit is to allow Permittee to Inatall utility facttitles underground acroxs
City's premises, Permittee shall properiy mark the alignment of the underground instaliation with witnees
pouts,

All conditions of this permit are subject to periodic raview,

This permit is granted for the interim period pending confirmation for approval
by City's Board of Supervisors of that certain ground lease awarded to Permittee
by Public Utilities Commission, pursuant to Resolution No. 83-0483, adopted
November 8, 1983,

Pemclttee shall notify Manager of Suburban Division of San Francisco Water Depart-
ment, phone (413) 6974424, at least 24 hours prior to date of entry, for any work
or activity to be conducted under this permit.

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

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

To prevent damage to City's undergromnd pipelines, Permittee's use of vehicles
and construction equipment closer than 20 feet to City's pipelines shall be sub-
ject to the following restrictions:

a. The cover over the tops of City's pipelines must be at least 3 feet.

b. The "axle loading" of vehicles and construction equipment must not
exceed that allowed under "AASHD Standard H-10 Loading', H-10
loading is defived as loading caused by a two axle truck with a
gross weight of ten tons (20,000 1bs,), axles 14 feet apart, and
rear axle carrying 8 tons (16,000 lbs). It is Permittee's respon-
sibility to provide substantiation that his equipment meets this
requirerent,




20, pubiic Ltability snd Property Damsge Insursnce:

Permities agrens Lo mainNtala‘in force during the sxistence af this permitc, and at its cost and
eZpense, cozprenensive gansral lixbility Inaurance, Including eautorobile and producta lisbilicy
insurance if required by the Fublio UtiiXties Comoission. The pelicy or policies of sa{d insurance
shall name as insured, or as additional insureds, City, Public Utilitles Commission and its members,
snd the afficers, agents snd employess of each. Said policy or policies shall fnaure said perscas
agkinat loss or lisoility for damages Cor bodily tnjuty, death or proparty damsge occasioned by
resson of the operations of Farmittes in,on and abgut ths property persitied ta be cccupled by or used
with sinimum liability lizits as follows:

41,000,000 Combined Single Lisit for bodily {njury or desuth of any one person; and
far bodily injury or death of two or wore pasraons,
in any one oseurrence; and
for danxge to property resulting from any Gn# ogcurrence.

A copy of z&id inmursnce policy or pelinles shall be furnished to the Jenersal Manager and Chief
Engineer, San Francisco Water Owpartoent,hersinafter referred to as Manager,upon the sxecution of this
permit and shall cantain a provision that written notica of cancellatfon or of any materfdl change
taereof shall te dellversd to Manuger thirty {30} days in advancs of the sffective dete thereof.In the
svent tnat others than the aforesald psreona  are named in  said polliey sr policies aa lnsureds, or
additional insureds, Permittas shall Furniel Managér with & satisfaatory severad{lity of interests wn-
dorsement thereon, Approved forms of the laat two sfuressld sndorsements Gay be aoutained Irom Manager.

Therealter and during the term of this permit, Persmittes enall furniah to Manager, from time to
time, & duly executad certificate to the sffsct that the inaurance coverage furnished to Clty (s being
maintained by Permittes. 3Juch polfcies or certificatws shall be \ssued by & company or compAnles ap-
provad in writing by City’s Controller #nd sa ta fors by City's Clty Attorney.Permitiee shall increass
the sforesatd lizita upon the written demand of City provided that sald increases are reasonatle ang
Justiriavle by Tity.

Dated j_TlN\-lH'R"Y 21, 1984

PERMITTEE ;
~ GRACE RETATL, CORPORATICN ..

By. + iy e

» WiNCche,
Tt Vice President LEGAL.
CTTY AND COUNTY OF SAN FRANCISCG RE
PUBLIC UTILITIES COMMISSION

San Francisco Water Department

. pated_ Jaua 30,\3%




EXHIBIT A

CHAPTER 12C OF THE SAN FRANCISCO ADMINISTRATIVE CODE "Sublease” shall mesn and include & lease by which a lesssa of tenant grants
. or letw to anotber persou part of all of the lessed real property for a shorter term
ANEMDIBG THE GAN FRANCISCO ADNTNISTRATIVE CODE BY ADDING CEAPTER 12C THERRTO, FRO- and under vhich said lasser or tenant retains some right or interest under the
HIBITING DISCRIMINATION IE REAL PROPERTY CONTRACTS ON THE CROUMD OR BECAUSE OF RACE, original lease. . -, ’

"Resl Property” shall mesn and ioclude land in which tba Clty and County of

‘ COLOR, CREFD, NATIONAL ORIGIN, AWCESTRY, AGE, SEX, SEXUAL URIERTATION OR DISABILITY,
San Francisco holde a legal intereat and improvesents to said resl property.

S {t ordained by the People of the City and County of San Fraacisco: "Sex" shall mean tha character ¢f being male or femsle.
“Sexual Orientation” shall wean the choice of humun adult sexual toer XCC
: Section 1, Chapter 12C is sdded to the San Francisco Administretive Code to resd to gender. e ‘d : perine oraing .
‘ as follows: "Disability” e a physical or sentsl impairment which does not make tha pergon
incapsble of asking use of the sccommodations, advantages, facilities, privileges, .
CHAPTER 12C ur;icu or membership in business, social or othar establishwents or organizations .
with a r ble dation to him or her dissdility, and does not wake the person
BONDISCRINTRATION IX PROPERTY CORTRACTS incapable of making such use in a manner which would not endausger hia or her healeh and
sz, 126.1. ALL v ty Contracts to Inclode Sopdiser iaination Pr . safety or the health and ssfety of others.
. 1. oper Tacts nc lude serinmiuation Provisions. "fenant" shall wesn the person or perscms, firw, partoeraship, corperstion or combi- | -
pation thereof who' enter into a coutract, franchise, lesse, concession or other agree- -
All contractiog sgenclies of the City and County of San Francisco, or say depart- ment involving the lease, rental or other use of real property and improvesents thereon
wment thereof, acting for or ou behalf of cha City and County, shall include fn all of the City and County of San Francisco.
contrecte, frsnchises, luases, concessions or other agreements imvolving the lease,
rental, or other use of real property and improvements thereon of the City and County of SEC. 12C.). Nondiscriainstion Provisions of Property Coutrscte. :
San Francisco, for a period exceeding twenty-nine (29) days in sny calendar year, whether .
‘ﬁ by aiogular or cusulstiva insirusent, a provision obligating the contractor, franchisee, EZvary contract, franchise, lease, concession or other agreement entersd into by any
lessee, tuncessionairs, or other party of said sgreement not to discrimipste on the sgency of the City and County of San Prancisco, ot any department thereof, inwolving '
ground or bacause of race, celor, creed, natfonsl origin, aocestry, age, sex, sexusl the lease, reatal, or other use of real property and i{mprovemnts therm'o! the ity
orientation or dissbility sgainst any person secking sccommodations, advanteges, faci- and County of Sam Francisco for a pariod exceeding twenty-nine (I9) daye in any calendar
Iitien, privileges, services, or unb! erahip :n all busivess, social, or other establish- year, whether by singular or cusulative instrument, shall contain the provisions
mmnts or organizsticns, operating from or meking use of said resl property, and shall follows 1 b
raguire such contractor, franchisea, lessse, or concessionaire to include -' similar cont::c:?. vhich shall be knows 4y the pondiscrinisation provisions of such property
proviaion 1n all subcoutracts, subleases, or other subordinste sgreements for a period In the ne. 4 enan :
excesding twenty-nine (29) deys in any c;und-r year, vhether by singular or cuulative ) (:) nwp::::::‘ or.:::t::n:tc::g.::; :::c:uun:t:g:::;n:: ::;1:::;011 seeking sccomo- '
instrusent, let, awsrded, negotisted or entered into thereunder. dations, advastages, facilities, privileges, services, or wembership in the busineas, l
SEC. 12C.2. Definitions social or other estsblishoent or organirzation operated by the tensnt or subtenmnt on the
N \2. . real property of the City and Coumry of San Francisco, on the ground or becsuse of race,
As used in this chapter the ters: c“‘“zb;';:h:l:::n:: °f:liﬂ» -:cutry. sge, sex, sexval orieotation, or dissbility, -
Dant or subtenant operate as = mesbership organization, the tenant N
“Age” fof the purpose of mesbership refers to and shall {aclude sny person vho han ::g p:;'::e avard!.:: :::ho“:’ -::p:;:cg::s;'mi:s. ';’"I“’R:“: and other P‘“;m"
sttaioed the age of eighteen {18) years, sxcept for bona fide senior citisen o iza- M » ancisco Huau Rights Comaission, for the
Sreain x h (18} ¥y , ept fo v sen; en organiza ' purpase of investigating to ascertain compliance with the nomdiscrisination pt"uviuom .
“Contrmet” shall mean and include sp agreement to operate From or make use of resl :i :h:;i::ntu:t. and on request provide evidence that has or will comply with the non-
property of the City and County of 34n Francisco in the operation of & business, socisl, * r( ) -nt:m provisions of this contract.
or bther establishment or organization. ot ; o ; t:mn: or subtensnot shall be deemed to have bresched the nondiscriminstion
“Cantractor"” mesns any peareon or persons, firm, partoership, corporation, or c¢ombi~ ’ ? s#1oas of this cantract upen:
natjon thersof, who enters into & contract to operate from or make use of resl property (1) A finding by th
of the City and County of San Francisco in the operation of s business, social, or other h oth : Ug by the Diractor of the San Framclsco Human Rights Commission or
establishment or organisstisn. such other °f1:=1-1 who may bea degigoated by the Human Rights Commission, that
"Subcontract” shall mean and include an agreement or contract under or subordinate tesant bas wilfully violated such nondiscrisination provisions.
to & prime contract, franchiss, lease, or concesaion to operate from or mske use of resi
2 property of the City and County of 5San Francisco in the opersation of & business, socisl offic(:?l g”: Tarad by o bm’m:he Dlrec:ormojf R o ey 0T other
Gt ather sstablighment or organitstion. . ; wt“’u“ n::tgn::edu:{!:::t M!t‘ Righu ﬁ, = sslcn, the swarding asuthority shall e
“Concession” includes a grant of land or other property by or on bshalf of the Cit Y g by unless emonstrates to the satisfaction of the
and County of San Francisco to & person for the purpose or use specified in maid gunr..y :h:;“;u:‘mt:; :‘m c?tumlﬂcltco Humsn Rights 18sion or other official designated
"Concessionaire” shall mean and include & person who 1s the grantes or beneficiary czme 4 b : :. Lesion withio such ressomable period as the Kuman Rights '
of a concession as herein defined. rek sgion 3 :1 etermine, that the violation bas been corrected, sction will be
"rranchise™ shall mesn and locluds ¢ right or privilege conferred by grant from the en as set forth in subpsragraph (d).
City and County of Ssn Francisco, or sany contracting agency théreof, snd vested in and ——— Comnd
suthorizing & parson to conduct such business, socisl, ox other u:t;.vuy an 1s specified £ (3)f The B ighes saion sball, within ten deys of tha date of iasusnce
1n said grast. . : any finding by the Directox of the Human Rights Comaission or other officisl .
“Franchisse” shall wean and include a parson who is the grantee or beneficiary of & esignated by the Comnission fo the enforcement of this chapter, msil to suy person
franchise as herein defined. ! ar :euogn af: ed by said finding, a copy of said findiang, together with written
] “Ioscrument® shall mean and include a contract, Franchiss, lease, toncession of other X 2:‘:“ ° 21:’ tight to appeal, Notice of appeal must be filed In writing with the
agreement to operste from or make use of real property of the City and Covmty of San airman ofthe Commissicn within 20 days of the date of mailing sajd copy snd potice. -
Francisco in the operacion of a businees, social or other establishwent or organization. N
“Leswe” shall pean snd include s concract by which the City and Cownty osf‘ py ) '1“(:)f elt’o:tpmumb-“ oi appeal proceedings under this secticn, a quorum shall con-
, Francisco, or sny contracting agency thereof, grants to s person the temporsry possession Caminiong-h 11 b:" by B tion: Mhe vote of the majority of the full
- and use of property, for reward, and the latter sgrees to teturu the seme to the forwer . fscssary to affirm, reverse or godify such decisions, order or ‘
ot » future tine. ) ::h:r a:t:on ;end;red bereunder. Should o member of the Rusan Rights Comission be N
“Lessee” ohell mean and inciwde s signated under Sectiom 12B.2 (c) (1) of this contract, that commiszel
person or tensnt takiog possession of real property ) participate in an appeal under this section ezcept as .,v“u“?- seloner may not

under 8 lesse g8 harein provided.
A Y .
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{3) The presiding officer of the Cowaission shall have the power to administer
vaths to vitpesses in sppesls before the Commigslon under this section, 1In the
event that any person shail fail or refuse o sppesr as a wvitness in any such pro-
ceeding after baing requeated tc do ao, snod 1f {¢ shall appesr to the Comaission

s thst his testimoany, of books, records, dotuments or other things under his control
are naterial and relsvant as evidence in the macter undsr considerarion by the
Commission in the proceeding, the presiding officer of the Cownission may subpoens
such person, requiring his presence at the proceeding and requiring him to bring
such bocks, rscords, documents of gther things undar aim coatrrol.

(6) All sppesls to the Human Rights Commigsion eball ba cpen to public
inspection. Upon remching & decisicn in any appesl, the Cosmiasion shall give
B wvritten notice thersof to the Directoxr of the Human Rights Cosmiasion, or otbar
official designated by the Humsn Rights Commission, and the appellant or appellants.
The decision of the Commission xball be final unless withia 15 days of the Filing
and service of written motfice thareof appropriats legal proceedings aze filed ia
. 8 court of cospetsnt jurisdiction by any party to this contract.

{7) 1f any tenant or subtenint under coutract. -to tha City sod County of
San Prancisco shall fail to appear at an appeal procseding of the Commisaion after
baving been given written notice to appeat, such fallure to appes 3hall be grounds
for cancellation of the contract or gubcontract aad such tenant or subteusst shall
j be deemad to have forfeiced all tights, benefits and privilegss thersunder.

(8) Tbe Ruman Rights Cosmission of San Francisco shall prowulgate rules and
regulationn for the implewentation of the nondiscriminarion provisions of thie
contract, and such rules and regulations shall, so far as practicsble, ba similar
to those sdopted fn applicable federal axecutive orders.

(d) A breach of the noandimcrimination provisions in the performance of this cootract
shall ba deemed Dy the City and County of San Francisco Lo be s material breach of coo-
tract amd dasis for derermination by the officer, board or swarding suthority responsi-
ble for the mwarding or letting of such contract that the teasnt or subtenant is sn
irresponsible Canzne, lesses, franchisee or concesstonaire ss to all future contracte
for the use of real proparty, Such per firm or corporstion shall wot, for s pariod

- of two (2) yesrs thereafter, or umtil . establish and carry out a progras io con-
formity with the nondiscrisipacion provisions of this contract, ba allowed to act as &
teoant or subtenant under any contract involviog the lesse, rental or otber usa of rsal
property and imp s thareon, of the City and County of San Francisco.

(e} Mothing contained in this contract shall be construed in any mammer so ss to
prevent the City and County of San ¥ranscisco from pursuing sny other remedfss that mey
be available at law, .

SEC. 12C.4, Hhwsn Rights Cosmission Bwpowersd.
The San Francisco Human Rights Commission, its presiding officer and its director

are hareby granted the power to 4o all acts and sxercise all powsrs referred to in
Bection 11C.2 hereof.

SEC, 12C.5. Punding.
ﬁ- The Boasd of Superviecrs shall appropriste such funds from the genaral fund of the
City and County of San Vrancisco, subject to budgerary and fiscal provisioans of cthe
chartar, as it may daem y fox eafor of this crdinsnce.

SEC. 12C.6 Seversbilicy.

. If aay clause, seatesce, paragraph or part of chis titls or the epglication thers-
. of to any parsod or circusscances shall, for sy ressoo, be adjudged by a court of
comperent jurisdiction to ba 1nwalid, such furisdiction shall not affec:, fmpair or
iovalidate the remsinder of chie chapter.

* Vinsl Passage—February 18, 1917
- Approved by Meyor-darch 11, 1977
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. I . 525 Golden Gate Avenue, 10th Floor
San Francisco ' San Francisco, CA 94102
) i NER T 415.554.5210
Water Power Sewers: .
Services of the San Francisco Public Utilities Commission B

June 14, 2016

Regional Groundwater Storage and Recovery Project Lease Amendment

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

1 Dr. Carlton B. Goodlett Place
San Francisco, CA 94102-4689

Dear Board Members:

Enclosed for your consideration is a Resolution authorizing a Lease
Amendment between the City and County of San Francisco on behalf of the San
Francisco Public Utilities Commission (SFPUC) and Orchard Supply Company,
LLC, a North Carolina limited liability company, (Tenant) to modify the
premises of a Ground Lease Agreement dated April 26, 1984 and extended for
an additional ten-year term that commenced on May 1, 2014. The Lease
Amendment addresses the modification of the leased premises to facilitate the
SFPUC’s Regional Groundwater Storage and Recovery Project. SFPUC shall
pay Tenant the sum of $460,673.00 as compensation for modification of the
Premises, provided that additional compensation will be payable for any
extension per the Lease Amendment.

Through this proposed legislation, we are asking that the Board of Supervisors:

1. Approve and authorize the Lease Amendment.

2. Re-adopts and incorporates findings under the California Environmental Edwin “{\'A:f;
Quality Act (“CEQA”), which were previously adopted by the Board of Francesca Vietor
Supervisors last fall; Prasident

3. Re-adopts and incorporates findings that the Lease Amendment is ’t/'(‘fsgre“’;m‘t
consistent with the City’s General Plan and eight priority policies of Ao Moller Caan
City Planning Code Section 101.1 which, were previously adopted by Commissioner
the Board last fall;

Vince Courtney

4. Approve the Lease Amendment and authorize the Director of Property Commissioner

and/or SFPUC General Manager to execute documents, make certain
modifications, and take certain actions in furtherance of the resolution.

Tke Kwaon
Commissioner

Harlan L. Kelly, Jr.
General Manager




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

Respectfully,

1Q0CO [

— Harlan L. Kelly, Jr.
PUC General Manager

cc: Naomi Kelly, City Administrator
w/ Resolution; Rosanna S. Russell SFPUC



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

City Elective Officer Information (Please print clearly.)

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

Contractor Information (Please print clearly.)

Name of contractor:

Orchard Supply Company, LLC, a North Carolina limited liability company

Please list the names of (1) members of the contractor’s board of directors; (2) the contractor’s chief executive officer, chief
Jinancial officer and chief operating officer; (3) any person who has an ownership of 20 percent or more in the contractor; (4)
any subcontractor listed in the bid or contract; and (5) any political committee sponsored or controlled by the contractor. Use
additional pages as necessary.

Orchard is a limited liability company that does not have a board of directors, and its only officer is
Bob Tellier, President. Mr. Tellier is the only person that meets the criteria set forth in Regulation

1.126-1(e).
Orchard is 100% owned by Lowe’s Companies, Inc., a North Carolina corporation.

Orchard does not sponsor or control any political committee.

Contractor address:

| 6450 Via del Oro, San Jose, CA 95119

Date that contract was approved: Amount of contract: $460,673
(By the SF Board of Supervisors) '

Describe the nature of the contract that was approved:

Amendment to lease for SFPUC property in Millbrae, California, pursuant to which SFPUC wiill
compensate Orchard for the partial termination of the lease and the temporary deletion of certain
areas from the leased premises during SFPUC’s construction activities.

Comments:

This contract was approved by (check applicable):
Othe City elective officer(s) identified on this form

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

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

Print Name of Board

Filer Information (Please print clearly.)

Name of filer: Contact telephone number:
Angela Calvillo, Clerk of the Board (415)554-5184

Address: E-mail:

City Hall, Room 244, 1 Dr. Carlton B. Goodlett P1., San Francisco, CA 94102 | Board.of.Supervisors@sfgov.org

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

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







