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FILE NO. 160711 RESOLUTION NO. 

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

2 

3 Resolution authorizing the amendment of Orchard Supply Compall1ly, llC's lease of 

4 property from the City and County of San Francisco, to reduce the size of the leased 

5 premises to accommodate the San Francisco Public Utilities Commissioll1l (SFPUC) 

6 Regional Groundwater Storage and Recovery Project, Project No. CUW30103, in 

7 consideration of City's payment of $460,673; adopting environmental findings under 

8 the California Environmental Quality Act (CEQA), CEQA Gu..nideiirnes, and Administrative 

9 Code, Chapter 31; adopting findings of consistency with the General Plall1l, and! eight 

1 O priority policies of Planning Code, Section 101.1; and authorizing the Director of 

11 Property and/or the SFPUC General Manager to execute documents, make certain 

12 modifications, and take certain actions in furtherance of this Resoh.ation. 

13 

14 WHEREAS, The City and County of San Francisco ("City") owns in fee certain real 

15 property in Millbrae, California, under the jurisdiction of the San Francisco Public Utilities 

16 Commission ("SFPUC") designated as SFPUC Parcel No. 29, and also known as San Mateo 

17 County APN 093-220-0101; and 

18 WHEREAS, The City, acting through the SFPUC, entered into a Ground Lease dated 

19 April 26, 1984 (the "Lease") with the predecessor of Orchard Supply Company, LLC 

20 ("Tenant") for the lease of a portion of such property consisting of approximately 4.7505 acres 

21 of land commonly known as 900 El Camino Real, Millbrae (the "Premises") for an initial term 

22 of 30 years, with two options to extend for periods of 10 years each; and 

23 WHEREAS, Tenant exercised the first option to extend the term of the Lease for 10 

24 years, commencing on May 1, 2014, at an annual rent of $1, 117,432, subject to rental 

25 adjustment on May 1, 2019, in accordance with the Lease; and 
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1 WHEREAS, The SFPUC has developed and approved the Regional Groundwater 

2 Storage and Recovery Project ("Project"), Project No. CUW30103, a capital improvement 

3 project included as part of the Water System Improvement Program ("WSIP"), with the 

4 primary purpose of providing additional dry-year regional water supply capacity; and 

5 WHEREAS, The Project is located in the County of San Mateo and its completion 

6 would help the SFPUC achieve the WSIP Level of Service goal for Water Supply adopted by 

7 the SFPUC in Resolution No. 08-200; and 

8 WHEREAS, An Environmental Impact Report ("EIR") as required by the California 

9 Environmental Quality Act ("CEQA") was prepared for the Project by the San Francisco 

10 Planning Department, File No. 2008.1396E; and 

11 WHEREAS, The San Francisco Planning Commission on August 7, 2014 1) certified 

12 the Final EIR ("FEIR") for the Project by Motion No. M-19209; 2) adopted findings under 

13 CEQA, including the adoption of a Mitigation Monitoring and Reporting Program ("MMRP") 

14 and a statement of overriding considerations ("CEQA Findings") by Motion No. M-19210; 

· 15 and 3) found the Project consistent with the General Plan, and eight priority policies of 

16 Planning Code, Section 101.1 ("General Plan Findings") by Motion No. M-19211, a copy of 

17 the motions is on file with the Clerk of the Board of Supervisors under File No. 150616, 

18 which is incorporated herein by this reference; and 

19 WHEREAS, The Board of Supervisors on October 28, 2014, adopted Resolution No. 

20 400-14, which included the adoption of CEQA Findings and the adoption of the San 

21 Francisco Planning Commission's General Plan Findings for the Project; a copy of which is 

22 on file with the Clerk of Board of Supervisors under File No. 140945, which is incorporated 

23 herein by this reference; and 

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

25 recover permanent possession of a portion of the Premises for construction of Project 
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1 

2 

3 

4 

5 

6 

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 

I 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. lltol\\ , which is incorporated herein by this reference, by which 

7 i City would pay Tenant the sum of $460,673 as compensation for the necessary permanent 

8 and temporary modifications of the Premises, subject to additional payments if City extends 

9 the periods of temporary possession, all of which is pursuant to an approved appraisal report 

10 dated January 9, 2015; and 

11 WHEREAS, On August 12, 2014, by SFPUC Resolution No. 14-0127, a copy of which 

12 is on file vyith the Clerk of the Board of Supervisors under File No. 140945, which is 

13 incorporated herein by this reference, SFPUC adopted CEQA Findings, approved the Project, 

14 and authorized the SFPUC General Manager and/or the Director of Property to undertake the 

15 process to acquire possession of the needed portions of the Premises, and, following Board of 

16 Supervisors approval of the necessary lease amendment, to accept and execute the lease 

17 amendment and any other related documents necessary to consummate the transactions 

18 contemplated therein, in form approved by the City Attorney; and 

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

20 the exclusive charge of the real property assets under the Commission's jurisdiction, and 

21 Charter Section 9.11 B(c) requires that any amendment of any City lease of real property 

22 having a term of ten or more years be approved by resolution of the Board of Supervisors; 

23 and 

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

25 and San Francisco Planning Department File No. 2008.1396E have been made available 
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1 for review by the Board of Supervisors and the public, and those files are considered part of 

2 the record before this Board; and 

3 WHEREAS, the Board of Supervisors has reviewed and considered the information 

4 contained in the FEIR, and the CEQA Findings, including all written and oral information 

5 provided by the Planning Department, the public, relevant public agencies, the SFPUC and 

6 other experts and the administrative files for the Project; now, therefore, be it 

7 RESOLVED, The Board of Supervisors, having reviewed and considered the FEIR 

8 and record as a whole, finds that the proposed Lease Amendment is within the scope of the 

9 Project analyzed in the FEIR and previously approved by the San Francisco Planning 

10 Commission, the SFPUC, and the Board of Supervisors; and, be it 

11 FURTHER RESOLVED, The Board finds that the FEIR is adequate for its use as the 

12 decision-making body for approval of the Lease Amendment and hereby incorporates by 

13 reference the CEQA Findings made in Resolution No. 400-14, Board File No. 140945 

14 concerning the Project; and, be it 

15 FURTHER RESOLVED, The Board further finds that since the FEIR was finalized, 

16 there have been no substantial Project changes and no substantial changes in Project 

17 circumstances that would require major revisions to the FEIR due to the involvement of 

18 new significant environmental effects or an increase in the severity of previously identified 

19 significant impacts, and there is no new information of substantial importance that would 

20 change the conclusions set forth in the FEIR; and, be it 

21 FURTHER RESOLVED, The Board of Supervisors hereby.incorporates by reference 

22 the General Plan Findings made in Resolution No. 400-14, Board File No. 140945 

23 concerning the Project; and, be it 

24 FURTHER RESOLVED, That in accordance with the recommendations of the 

25 SFPUC General Manager and the Director of Property, the Board of Supervisors hereby 
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1 approves the Lease Amendment and the transaction contemplated thereby in substantially 

2 the form of such instrument presented to this Board; and, be it 

3 FURTHER RESOLVED, That the Board of Supervisors authorizes the Director of 

4 Property and/or the SFPUC's General Manager to enter into any additions, amendments, 

5 or other modifications to the Lease Amendment (including, without limitation, the attached 

6 exhibits) that the Director of Property and/or the SFPUC's General Manager determines are 

7 in the best interest of the City, do not materially increase the obligations or liabilities of the 

8 City or materially diminish the benefits to the City, and are necessary or advisable to 

9 complete the transaction contemplated in the Lease Amendment and effectuate the 

1 O purpose and intent of this resolution, such determination to be conclusively evidenced by 

11 the execution and delivery by the Director of Property or the SFPUC's General Manager of 

12 the Lease Amendment and any amendments thereto; and, be it 

13 FURTHER RESOLVED, That the Director of Property and/or the General Manager 

14 of the SFPUC are hereby authorized and urged, in the name and on behalf of the City and 

15 County, to execute and deliver the Lease Amendment with Tenant, in substantially the form 

16 of such instrument presented to this Board, and to take any and all steps (including, but not 

17 limited to, the execution and delivery of any and all certificates, agreements, notices, 

18 consents, and other instruments or documents) as the Director of Property or SFPUC 

19 General Manager deems necessary or appropriate in order to consummate the modification 

20 of the Premises pursuant to the Lease Amendment, or to otherwise effectuate the purpose 

21 and intent of this Resolution, such determination to be conclusively evidenced by the 

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

23 documents. 

24 

25 
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1 and intent of this Resolution, such determination to be conclusively evidenced by the 

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

3 documents. 

4 

5 

6 

7 

8 

9 

RECOMMENDED:<.,..---

~L., 
Director of'R@perty('I " 
Real Estate DivisionJ 

RECOMMENDED: 

... -··' 

Ure~ 
General Manager 

$460,673.00 available 
Index Code: 730150 
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BUDGET AND FINANCE COMMITIEE MEETING JULY 20, 2016 

Department: 
San Francisco Public Utilities Commission (SFPUC) 

Legislative Objective 

• 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 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 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 

• 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 206,932 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. 

• 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 

• 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. 
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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). 

Orchard 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 t,o 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 is $1,117,432. 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 
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Code, Section 101.11
. Finally, this resolution would authorize the 'oirector 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 

Project 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. 2 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. 

1 
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. 
2 

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 
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Table 2: Detail of Payment to OSH by SFPUC 

Permanent Uses 

Building and Well Area 

Well Water Area 

Utilities 

Subtotal Permanent 

Temporary Uses 

Staging Area (18 months) 

Construction Area (9 months) 

Subtotal Temporary 

Total 

Source: Appraisal Report 

$290,522 

55,651 

10,852 

$357,025 

$36,308 

67,341 

$103,648 

$460,673 

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. 
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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, talifornia, 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 CO:MPANY, LLC, a North 
Carolina limited liability company ("Tenant"). 

RECITALS 

THIS AMENDMENT is made with reference to the following facts and circumstances: 

. A. 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 commonly · 
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 5.0l(:t) 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 Preril.ises 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) City1s 
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 Premises. 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 Coinm.encement 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 Commencement 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, Te~ant and City shall confirm in writing the Utility Line 
Commencement Date. If City's contractor first uses the Temporary Wark 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 d~leted 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 c_:lear 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 ttash, 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-~o-month basis. A 14-day writtep. 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 
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(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 ofthe Lease Premises. · 

City shall indemnify, defend and hold harmless ("Indemnify") Tenant from ari.d 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 durmg the Building Construction Period; 
provided, however, City shall not be obligated to Indemnify Tenant or its Agents to the extent 
any Claipi 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 ill 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 dirr]inish the quality of utility instillation work performed, and (iii) do not 
unreasonably restrict Tenant's ability to 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 ofthe 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 optic;:m 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 Compen~ation (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, 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 Utility Line Installation Period. 

2.4 Maintenance, Operation and Protection of the New Utilities. Landlord's 
easement under Section 2.02 of the Lease to ~nter 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 Utilities 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 workrelated 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 ~ediately prior to the 
commencement of the work related to the Project, and such premises shall again 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 
S~venty-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 t)le 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 subs'urface 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 th~ 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 cori:nnences using any part of the 
Premises before tb.e 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) under 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 incorporat~d 
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 
1 
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 ~he equivalent number of years of experience in thf1 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. This Amendment shall be governed by, construed and enforced in 
accordanc.e wi~ 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 ai1 original signature. · ' 



12. l\1iscellaneous. 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 COMP ANY, LLC, a 
North Carolina limited liability company 

~ 

B~ ~~~~~~~~~~~~~~ 
Name:~~~~~~~~~~~~~ 
Its: 

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

APPROVED AS TO FORM: 

DENNIS J. HERRERA, City Attorney 

#· . .. ~ 

By:~~~~~~~~~~~
HARLAN L. KELLY, JR. 
General Manager 
San Francisco Public Utilities Commission 
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EXHIBIT A 

Diagram of Temporary Work Area, Building 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 sq.ft.± Perm. Area Blue 
Temp Work Area 093-220~010 206,931 sq, ft.± 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.± 481 sq.ft.± ·perm. Underground Area Red 
Sub-Surface Water OL1t 093-220-010 2061 931 sq 1 ft.± 6,887 sq.ft.± Pe.rrn. Underground Area Cyan 
Temp Staging 093-220-010 206,931 sq, ft.± 4,373 sq.ft.± Temp.Const. Area Magenta 
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Real Estate Services 
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Easement Diagram 

Millbrae Corporation Yard 
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EXHIBITB 

City Lease Provisions 

A. Local Hiring Requirements 

If Tenant proposes to make improvements or alterations to the Premises that exceed 
Seven Hundred Fifty Thous.and 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 attacl;ted). Section 20 .10 and Exhibit F of the Lease remain 
applicable until the Effective Date. 

2. Covenant Not to Discriminate 

In the pei;formance 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 sub.contracts 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), 
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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 
failme 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 conditi.ons set forth in Section 12B.2(b) of the San 
Francisco Administrative Code. 

5. · .Incorporation of Administrative 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 arid Governmental Conduct Code, which prohibits any 
person who contracts with the City for the selling or °leasing of any land QI 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 

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



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 contamed in Section 1.126. 
Tenant shall provide City· with the names of each person, entity, or committee described above. 

D. MacBride Principles - Northern Ireland 

City urges companies doing business in Northern Ireland to move toward resolving 
employment inequities and encourages them to abide by the MacBride Principles as expressed in 
San Francisco Administrative Code Section 12F.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 Redw~od 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 
Improvements 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 ill 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 pi;oduct. 

H. . P.rohibition 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 
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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 

I. 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 with the 
Lease. 

J. Food Service Waste Reduction 

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 a.Iid employees of Tenant who would be or are performing work 
at the Premises. · 

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 material 
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 empioyment with 
Tenant or subtenant at the Preillises, 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 
th~ 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 $SO 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 ~y 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 I.KASE 

, I •,, ' '\ 

_,e ~hbs 
7/25/83 

This GROUND LEASE is made as of this iG:.m day of • b\.. ._ 
1984_, by and between the CITY AND COUNTY OF. SAN FRANCISCO, a municipal 
corporation, acting through its Public - Utilities Commission (the 
"Commission") ("Landlord''), and GRACE· RE.TAIL CORPORATION, a Delaware 
corporation having an o£fice at c/o Orchard Supply Hardware, 1555 S. 
Seventh St., San Jose, California 95112 (''Tenant"), -, 

RECITALS: 

This Ground Lease is made and entered on the basia of the 
following £acts, 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, County of San Mateo, 
State of California, particularly described in Exhibit A-1 hereto and 
shown on the survey attached _hereto as Exhibit A-3, 

· B. Tenant deE.dres to lease the Premises from Landlord in 
"as is" condition and to have the right to erect new improvements thereon. 

NOW,. THEREFORE, 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~ 

/l.RTI.CLE ONE 

Definitions 

t.01. Additional Rent. The rent payable by Tenant pursuant to 
·' Section 5.04 of this Ground Lease, 

1.02. Annual Rent. The rent payable by Tenant pursuant to Section 
5.0l(b) of the Ground Lease. 

1.03, Collllllencement Date. N\f:>'=\ • 198~. 

1.04. Development Period. The period commencing with the 
C_ommencement Date and ex.p1ri.ng -on the first (1st} anniversary date 
thereof or the Opening Date, Whichever is the earlier. 

1.05. Lease Year. The period of twelve consecutive months 
commencing upon the Commencement Date and terminating on the last day of 
the month expiring immediately prior to the first anniversary of the 
Commencement Date, and each successive twelve ~onth period thereafter. 

1.06. l:lanager. The General Manager and Chief "Engineer of the San 
Francisco Water Department, 

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

l.08, Mortgagee. A beneficiary under or a holder of a recorded 
deed of trust as r.tell as a mortgagee. 

1.09. Mortgagor, A trustor under· a. recorded deed of trust as r.tel1 
as a mortgagor. 

l.to. Opening Date. The date on which the Tenant opens for 
business on any portion of the Premises, 
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1.11. Premises. The real property particularly described in 
Exhibit A-1 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 tenn 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 
construct, maintain, repair, replace or reconstruct 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. 

(b) Construction Within 10-Foot Strip. The right to 
construct, maintain, repair or reconstruct 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. 

· (c) 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) Utility Maintenance. The right at all reasonable times, 
without unreasonably or unduly interfering with Tenant's use of th; 
Premises (and subject to Tenant's reasonable right of prior approvai 
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 utility and communication facilities; provided, 
however, that the expense of any such operations shall be borne 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 Section 2.02 shall be subject 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, howeve·r, Tenant may 
utilize the easement areas for surface, parking of motor vehicles and for 
development of open spa~e, roadways and landscaping Cother 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 easement a; provided, however, that all 
costs of such relocation shall be borne 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 Is operating requirements SB .. 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 borne by Tenant without any right over or 
claim against Landlord. 

(c) Pr.otection Of Improvements, Tenant shall use reasonable 
efforts to protect the improvements and pipeline appurtenances located on 
the Premises as shown on Exhibit A-3. In 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 Land lord,· s pipe lines must be 
at least 3 feet; 

(ii) the "axle loading" of vehicles 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 tons (20,000 lbs.), axles 14 feet apart, and 
rear axle carryii;:ig 8 tons (16, 000 lbs.). It is Tenant's responsibi.lity 
to provide substantiation that its equipment meets this requirement; and 

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

Improvements 
disturbed by Tenant shall be 
Tenant's expense. 

and pipeline appurtenances damaged or 
repaired and/or relocated by Landlord at 

(d) Marking Of Underground Improvements. Tenant shall use 
extreme care to· protect Landlord 1 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 notwithstanding, Landlord shall conduct the installation, 
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 thereon and the public streets 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 any 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 injnry o'r death to 
person or persons to the extent caused by any dangerous condition or any 
negligent act or omission of Landlord, its employees, officers, agents, 
licensees, invitees or contractors, i.n connection with the construction, 
installation, repair, maintenance or operation (or ·any combination 
thereof) of the aforesaid easements, pipelines and/or utility and 

· COl!llllunication facilities. 

2.04. Grant Of Access Easement. Landlord grants to Tenant a 
non-exclusive eas·ement for the Term of the Lease and any Extended Term of 
the Lease over a portion of that certain parcel of property owned by 
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- Landlord and situated immediately adjacent to the Premises, said easement 
area being JllOre particularly described on Exhibit A-2 and located within 
the area shown on Exhibit A-3 hereto and d_esignated thereon as "Ingress & 
Egress- Easement", for the purpose of ingress and egress by Tenant, its 
subtenants, customers, employees, invitees, licensees, agents, and 
contractors, in the conduct of its business, and any motor vehicles used 
in the conduct of -business to and frol!I the Premises onto El Camino Reel 
at the signalized interse-ction. Tenant shall, at its sole cost and 
expense, , relocate Landlord's automated ent-ril.nce gate and security _fence 
as Manager shall direct. It is unde'rstood 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 shall provide and grant to Tenant) an access easement of 
substantially the same size and configuration and in substantially the 
same location aa the Ingress & Egress Easement shown on Exhibit A-3 
hereto. Landlord and Tenant further covenant and agree that 'each shall 
keep the Ingress & Egress Easement area free at all times from 
obstructions of any nature (including, without limitation, 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 shall at all times be and remain 
unimpeded and unhampered. , 

• 2. 05. Conditions Of Title. , Landlord holds title to the Premises in 
fee simple absolute subject to no eitceptions other than those specified 
in Exhibit C, attached hereto and incorporated herein by this reference. 

1., 06. Existing Improvements. Prior to the end of the Development 
Period• 11.nd without cost or expense to Landlord, Tenant shall remove, 
relocate or reconstruct onto adjacent real property of Landlord certain 
parking lot improvements presently located on the Premises, as shown on 
Exhibit B, all in accordance with written plans and specifications of 
Landlord and in a manner reasonably satisfactory to Landlo'td; 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 e11'.pend 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 be -obstiu'cted. Landlord shall remove the newly 
installed chain link fence -along the frontage of the Premises prior to 
the Construction Period and Landlord shall retain possession of the 
fencing materials. ' Tenant may demolish and remove all e>ther existing 
improvements on the Premises (excluding the pipelines, power lines and 
other items shown on Exhibit A-3), 

"Prior to the commencement of any such relocation work by 
Tenant, Tenant shall submit to Landlord a written estilDllte of the cost of 
all such relocation ~ork as set forth in the aforesaid plans and 
specifications together with copies of all bids received from 
contractors. In the event the construction price of the lowest bid for 
such relocation work -shall 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, to: 

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

(ii) Modify the plans and specifications for such relocation 
work, and resubmit the same to Tenant to obtain a new construction price 
n'ot exceeding the Cap Price. 

lf Landlord shall- fail to approve the lowest bid or modify its 
plans as herein provided ,within said thirty (30) day period, then said 
lowest bid shall be deemed approved and Landlord shall pay to Tenant the 
amount, if any, by which the construction price of such relocation work 
s'hall. 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 
Hardware division setting forth in detail the costs of completing such 
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relocation work in accordance with Landlord's plans and specifications, 
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 
said statement· to Landlord, Landlord shall reimburse Tenant for the cost 
of completing such relocation work in excess of the Cap Price. If 
Landlord shall fail to reimburse T.enant. as herein provided within said 
thirty (30)· day period, then Tenant may, at its option, deduct such 
amount from the next due and succeeding payments 0£ Minimum Annual Rent 
and other charges payable by Tenant to Landlord under this Lease. 

2. 07. Maintenance of Ingress · t. 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 pot holes, removing all rubbish and debris therefrom, and 
removing all standing water and ice therefrom, provided, however, that 
Tenant shall not be ,.obl.igated to repair or replace any portion of the 
Ingress & Egress Easement area, the damage to which was caused by 
Landlord, its employees, agents, officers, lfoeneees, invitees or 
contract0 rs, or with respect to any repair or replacement required as a 
result of the faulty or defective construction of any portion of the 
Ingress & Egress Easement area (and Landlord agrees to repair and/or 
replace the same). If Tenant shall fail to make or perform any of its 
maintenance obligations herein provided, and if Tenant shall not 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 
reasonably take more than thirty (30) days to cure, Tenant shall not have 
connnenced the same within said thirty (30) days and diligently prosecuted 
the same to completion), Landlord may, at 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. lf Tenant 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 

3. 01. Initial Term. The Term shatl connnence on the Commencement 
Date and shall expire at the hour of 12:01 A.M. o,; the thirtieth (30th) 
anniversary of the Commencement Date unless ( i) the Term is extended in 
accordance with the provisions of Section 3.02 or (ii) earlier terminated 
as hereinafter provided. 

3,02; Extended Tenn. 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 ''Ex.tended Term"), which Extended Tenn shall 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) anniversary of 
the date of commencement of each Extended Term, unless earlier terminated 
as hereina.fter provided. 

(a) Conditions Precedent To Options To Extend • 
Tenant's t::ight to exercise the option to extend for an Extended Term 
shall be subject to the following conditions precedent: 

(1) No Default. Tenant shall not be in default under 
thia Ground Lease Ci) at the time notice ·of exercise of the option is 
given to Landlord, and (ii} on the last day of the Initial Term Car the 
next preceding Extended Term). 

(2) Notice. At least one hundred eighty (180) days 
before the las.t day of the Initial Term (or next preceding Extended 
Tenn), Tenant shall ·give Landlord written notice that Tenant has 
irrevocably elected to extend the Term in ac.c:ordance ·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 alternative, Tenant may, at 
its option and in· lieu of such cash deposit, establish and maintain 
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. 
Thousand Dollars ($63, 000. 00). Said letter of credit shall provide thst · 
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 on behalf 
of the City and County of San Francisco. 

(b) Disposition of Security Deposit. If Tenant defaults in 
any covenant or agreement to be observed or performed by Tenant 1;1nder 
this Lease 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 make its demand under said letter of credit) for 
any or all of the following purposes, 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 any 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 an 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, then Landlord shall return to Tenant the amount by which 
Landlord's total receipts from such security deposit or letter of credit. 
shall exceed the amount to which Landlord. 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 credit hereunder shall have an original term of one year, with 
automatic extensions through the Term of this Lease, and shall provide 
for sixty ( 60) days notice by said bank to Landlord in the event of 
nonextension. In the event of any such nonextension, 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 repla~ement of the letter of credit. 

4.02. Surety Bond. In lieu of the cash !lecurity deposit and/or 
letter of credit hereinabove provided, ·Tenant may, st its option, obtain 
and deliver to Landlord a ·valid surety bond or bonds in a sum equal· to 
six (6) months Annual Rent, issued by a surety company or companies 
reasonably acceptable to the Controller of the City of San Francisco 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 fuH ·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, renewed 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 ren~s, taxes, insurance 
and other charges, and payment of all valid claims resulting from any 
breach of this Lease. Said 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 

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 Landl.ord as Annual Rent the sum of One Rutidred Fifty Thousand Dollars 
($150,000.00), subject to (i) periodic adjustments as provided in 
Section 5.01,(c) below and (ii) the optional appraisal provided in 
Section 5.0l(d) below. 

(c) Adjustment to Annual Rent. 

(1) Adjusted Amount. Except as otherwise provided in 
Section 5.0l(d) below, the Annual Rent shall be adjusted (subject to the 
limitations hereinafter set forth) on the fifth (Sth) .anniversary of the 
Commencement Date and each five (5) year anniversary date thereafter 
including, without limitation thereto, any such anniversary date 
occurring during the Extended Term (each such date being referred to 
herein as an "Adjustment Date") in accordance with Section 5,0l(c) (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) Calculation 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 las"t pubtished 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 pr'io.r to 
the fifth (5th) anniversary of the Commencement Date. The Annual Rent 
for. the five (?) 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· Re'nt set forth in Section 5. Ol(b); plus (ii) · the 
amount derived by multiplying said Initial Annual Rent 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 
Initial Annual· Rent set forth in Section 5, Ol(b) by 30'% or more, 'then the 
Annual Rent for said five (5) year period c01Jllllencing with the fifth (Sth) 
anniversary of the Commencement Date shall be 130% of the Initial Annual 
Rent set forth in Section 5.0l(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 5.0l(d) hereof. 

(b) The second such rental adjustment shall be made 
for purposes of -calculating the Annual Rent for the five · (-~) year period 
commencing on the tenth (10th) 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 fifth (5th) 
anniversary of the Commencement Date, and the Adjustment Date Index 
Figure shall be the figure for the Consumer Pri.ce Index last published 
i1I1111ediately prior to the tenth (10th) anniversary of the Co=encement 
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 payable 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 Beg.inning 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 tenth (10th) Lease Yea~ 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. 

(c) 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) 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 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 prior 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, 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 
fifteenth (15th) Lease Year of tpe Term by 30% or more, then the Annual 
Rent for said five ( 5) year period connnencing with the fifteenth (15th) 
anniversary of the Col;lllllencement 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 
conunencing on the twentieth (20th) 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 fifteenth 
(15th) anniversary of the CotmDencement Date, and the Adjustment Date 
Inde:it Figure shall be the figure for the Consumer Price Index last 
published immediately prior to the twentieth (20th) anniversary of the 
Conunencement Date. The Annual ·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 twe.ntieth 
(20th) Lease YeaJ;: 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 Beginiling Index Figure, provided, however, 
that in no ev~nt 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 more, then the Annual 
Rent for said five (5) year period commencing with the twentieth (?0th) 
anniversary of the Commencement Date shall be 130% of the Annual Rent 
payable during the twentieth (20th) Lease Year of the Term 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 5.0l(d) hereof. 

(e) The fifth such re~tal adjustment shall be made 
for purposes of calculating the Annual Rent. for the five (5) year period 
commencing .on the twenty-fifth (25th) 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 
twentieth (20th) anniversary of the Commencement Date, and the Adjustment 
Date Index Figure shall be the figure for the Consumer P.rice Index last 
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published immediately prior to the twenty-fifth (25th) anniversary of the 
Commencement Date. The Annual Rent for the five (5) 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 multiplying the Annual Rent payable during the 
twenty-fifth (25th)· Lease Yesr 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 twenty-fifth (25th) Lease Year of the Term by 30'% 
or more, then the Annual Rent 'for said five (5) year period commencing 
with the twenty-fifth (25th) anniversary of the Commencement Date shall 
be i3Ut 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 
Ann,;al 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 05th) anniversary 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 5.0l(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 upon the 
thirtieth (30th) anniversa.ry- of the Commencement Date shall be mandatory 
and Tenant shall not have the option of a CPI adjustment. 

(ii) For purposes of calculating the Annual 
Rent for the five year period commencing on the thirty-fifth (35th) 
anniversary of the Commencement Date, the Beginning lndex Figure shall be 
the figure for the Consumer Price Index last published inunediately 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 (3Sth) 
anniversary of the Commencement Date. The Annual Rent for the five (S) 
year period conunencing 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 (3Sth) Lesse Year of the 
Term; plus (ii) the amount derived by multiplying the Annual Rent payable 
during the thirty-fifth (3Sth) 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 thirty-fifth (35th) Lease Year of the Term 
by 30% or more, then the Annual Rent for said five (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 tei:m of this Lease pursuant to Section 3.02, then an eighth and a 
ninth rental l!djustment shall be made for purposes of calculating the 
Annual Rent for the five ( S) year period commencing on the fortieth 
(40th) anniversary of the Commencement Date and for the five year period 
commencing on the forty-fifth (45th) anniversary of the Commencement Date 
as follows: 

(i) The Annual Rent for the five yeai period 
commencing on the fortieth (40th) anniversary of the Commencement Date, 
shall be the fair msrket rental determined pursuant to the procedures set 
forth in Section 5.0l(e) hereof with the Appraisal Date referred to 
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therein being the thirty-ninth (39th) anniversary of the Connnencement 
Date. This adjustment to fair market rental commencing upon the fortieth 
("40th) anniversary of the Commencement Date shall be mandatocy and Tenant 
shall not have the option of a CPI adjustment. 

(ii) For purposes of calculating the Annual 
Rent for the. five year period commencing on the forty-fifth (45th) 
anniversary of the Commenc~ent Date, the Beginning Index Figure shall be 
the figure for the Consumer Price Index last published itmnediately prior 
to the fortieth (40th) anniversary of the Commencement Date, and the 
Adjustment· ·Date Index Figure shall be the figure for the Consumer Price 
Index last published i'11111lediately prior to the forty-fifth (45th) 
anniversary of the CoDU11encement 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 
Arinual 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 forty-fifth (45th) Lease Year of the Tenn 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 3(),; 
or more 1 then the Annual Rent for said five ( 5) year period commencing 
with the forty-fifth (45th) anniversary of the Commencement Date shall be 
13.04 of the Annual Rent payable during the forty-fifth (45th) Lease Year 
of the Term, 

(3) Payment of Adjusted Annual · Rent. FolloYing eac!i 
Adjustment: Date, 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 adjusted Annual Rent. Conunencing ui:><>n the first 
day of the month next following Tenant's receipt of Landlor!i '.s notice of 
Landlord's determination of adjusted Annual Rent, Tenant shall pay 
Landlord adjusted Annual Rent at the rate detetlllined pursuant to Section 
5.0l(c)(2), subject to the provisions of Section 5.0l(d)(J). In addi
tion, subje'ct to the provisions of Section 5.0l(d)(.3) hereof, if the 
monthly installments of adjusted Annual Rent payable by Tenant as 
determined pursuant to Section 5. 01 (c)(2) shall be increased over the· 
monthly installments 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 adjusted 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 
5.0l(c) (2) snd the monthly installments of Annual Rent paid by Tenant 
from the applicable Adjustment Date to the first day of the month next 
following Tenant's receipt of Landlord's notice of Landlord's determi
nation of adjusted Annual Rent. 

(d) Optional Reappraisal of Minimum Annual Rent. 

(1) Option. At Tenant's option, the Annual Rent may be 
revised in accordance with the following procedures on the fifth (5th) 
and. twentieth (20th) anni\rersaries of the Co=encement Date (each being 
referred to as an "Appraisal Date") to an amount equal to the fair market 
rental of i:he Premises, exclusive of Improvements, as of the Appraisal 

·Date, or the amount payable pursuant to Section 5.0l(c) (2), ·whichever is 
the leaser. Tenant shall exercise such option by written notice 
delivered to Landlord within thirty (30) days after each Appraisal Date. 

I 

(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 prov1s1ons of this Ground 
Lease. Within thirty.{30) days after receipt of Tenant's notice electing 
its option to have the Annual Rent adjusted by appraisal pursuant to 
Section 5.0l(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 
appropr_iste 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 Landlord's written determination. If Tenant dcies not submit 
Landlord' e detenuination 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, that in no event shall the Annual Rent be less than 
the amount stated in Section 5.0l(b), 

(3) Payment. If Tenant shall exercise its option under 
Section 5.0l(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 
Landlord's determination of apprsised Annual 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 5.0l(c) ( 2.), 
whichever is less, but in no event less than the Annual Rent specified in 
Section 5. 01 (b). In addition, if the monthiy 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 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 Se.ction 
5.0l(d)(2) or at the rate determined pursuant to Section S.Ol(c)(Z), 
wh'ichever 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 amount of 
appraised Annual Rent to arbitration pursuant to Section 5.0l(d) (2), then 
Tenant shall continue to pay Annual Rent at the rate applicable to the 
preceding period until such time aa 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 at the rate determined by the arbitrators or at the 
rate determined pursuant to Section S.Ol(c) (2), whichever is less, but in 
no event less than the Annual Rent specified in Section S. Ol(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 monthly installments 
of Annual Rent determined by the arbitrators or at the rate determined 
pursuant to Section 5.0l(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 followirig the date the 
arbitrators shall render their written determination of appraised Annual 
Rent. Anything herein contained to the contrary notwithstanding, if the 
amount of Annual Rent 'determined by appraisal pursuant to Section 
S.Ol(d) (2) or by arbitration pursuant to Section 5.02 shall be less. than 
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 on 
which Tenant shall receive Landlord's notice of Landlord 1 a 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 1 Tenant may deduct from the next and succeeding installments of 
Annual Rent due, an amount equal to the excess of the monthly 
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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.-.J Base For Future Adjustments. 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 Sect"ion 5,0l(c) (2) which shall apply thereafter until such time as 
Annual Rent ia again subject to adjuatment to fair market rent s provided 
herein. 

(e) Annual Rent for Extended Terms. 

(l) Detennination. Determination of fair market rental 
shall be baaed 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 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 
appraised Annual Rent to arbitration in accordance with the provisions of 
Section 5.02 by giving Landlord the notice required by Sect.ion S.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, that in no event 
shall the Annual Rent be less than the a.mount stated in Section 5.0l(b), 

{2) Extension of Term and Option Notice Period. In the · 
event Landlord shall fail to submit its determination of appraised Annual 
Rent on or before the date which is sixty (60) 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) (2) hereof, or if the matter 
of appraised Annual Rent shall have been submitted to arbitration 
pursuant to Section 5.0l{e)(l) 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) (2) hereof,. then and iri any such event, the Initial Term 
or the preceding Extended Tet111, as the case may be, and the date by which 
Tenant must deliver -notice to Landlord of its election to ex:tend the Term 
shall each be automatically extended one (1) day for each day of any such 
delay. 

. (J) Payment •. 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 l:.a.ndloTd 's 
determination of the appropriate amount of appraised Annual Rent. 
Cormnencing upon 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 pay Landlord appraised Annual Rent at the rate 

· determined pursuant to Section 5. OlCe) (1). In addition, if the monthly 
tnstallments 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 Tenant's receipt of 
Landlord's notice of Landlord 1 s determination of appraised Annual Rent 1 

Tenant shall also pay to Landlord an amount equal to the difference, if 
any, betr.ieen the monthly installments of Annual Rent detemined pursuant 
to Section 5,0l(e) (1) and the monthly installment.a 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 th.e foregoing, 
if Tenant elects to submit the question of the appropriate amount of 
appraised Annual Rent to arbitration pursuant to Section 5.0l(e)(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. Commenciti.g 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 at the rate determined by the arbitrators. In 
addition, if the monthly installments of adjusted Annual Rent payable by 
Tenant ahail 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 
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amount equal to tbe difference, if any, between the monthly allments 
of Annual Rent determined by the arbitrators and the monthly installments 
of Annual Rent: paid by Tenant from the applicable Appraisal Date to the 
first day of the -month next following the date the arbitrators shall 
render their vritten determination of appnised Annual Rent. Anything 
herein contained to the contrary·notwithstanding, if the amount of Annual 
Rent determined by appraisal pursuant to Section 5.0l(e)(2) or by 
arbitration pursuant to Section 5.02 shall l:>e less than 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 on which Tenant shall 
receive Landlord's notice of Landlord's determination of appraised Annual 
Rent or the date on which the arbitrators &hall render their w:dtten 
determination of appraised Annual Rent, as the ca11e 1118Y be 1 Tenant may 
deduct from the next and succeeding installments of Annual Rent due, an 
amount equal to the excess of t:he monthly installment's of Annual Rent 
ah·eady paid from the applicable Appraisal Date to the date of 
determination as aforesaid over the amount of appraised Annual Rent as 
determined pursuant hereto. 

(f) Time Place and Manner of Payment of Annual Rent. Annual 
Rent for each year of the Tel'.'111 shall be paid in lawful money of the 
United States in equal monthly installments. in advance on the first day 
<;>f each calendar month at the office of the Chief Accountant,· San 
Francisco Water pepartment, located at 425 Mason Street, San Francisco,. 
California 94101 Car '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 month, the first 
installment of Annual Rent shall include, in addition to the monthly 
installment to be paid in advance, a pro-rated payment of Rent for the 
month during which the Development Period ends. 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 Annual Rent shall be appropriately 
pro-rated. 

(g} Change in Consumer Price Index. 

(1) If the Index is changed at any time during the Term 
so that the base year differs from that used to compute the Beginning 
Inde~ Figure, the Index~ shall be converted in accordance with the 
conversion factor published by the United States Department of Lab<;>r, 
Bureau of Labor Statistics. 

(2) If the Index is discontinued or revised during the 
Tenn, such other government index or c0111putation which replaces it shall 
be used in order to obtain substantially the same result as would be 
obtained if the Index bad not been discontinued or revised. If the 
parties are unable to agree upon the substitute index or c::omputation 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 RuTeau of Labor Statistics or its successor. 

5.02. Determination of Fair Market Rental by Arbitration. If 
Tenant disagrees with any determination of fair market rental made by 
Landlord under Section 5.01 1 Tenant shall have the right to submit the. 
issue to arbitration as follows: 

(a)· 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 name and address of the person designated to act as ai:bitrator on 
Tenant's behalf. The party so designated shall be qualified as provided 
in~Section 5.02(d). Failure to give written notice as above provided 
within such twenty (20) day ped<;>d shall constitute an acceptance of 
Landlord's detertllination of fair market rental. 

(b) . lf Landlord is not rilling to have the issue of fafr 
market rental determined solely by the arbitrator selected by Tenant, 
th.en Landlord shall so notify Tenant in writing within ten {10) business 
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days after receipt _.4 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 jointly 
determine the fair market rental in accordance ·with this Section 5.02, 
subject, however, to the appointment of a third arbitrator pun~ant· to 
Section 5.02(c) hereof. The person so designated by Landlord shall have 
the qualifications specified in Section 5.02(d), ·Failure on the part of 
Landlord to specify its arbitrator within the time period and in the 
manner 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 
second arbitrator pursuant to. Section 5.02(b). If two arbitrators are 
selected, the arbitrators shall meet within ten (10) business days after 
appointment of the second arbitrator and attempt to agree upon the issue 
c:if .fair market rental to be determined. If the two arbitrators are 
unable to agree upon the question in issue within ten {10) business days 
after the first meeting, they shall appoint a third arbitrator 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 two 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 
part iee "are unable 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 an ·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' e full power and jurisdiction to entertain the application and make 
the appointment. The three (3) arbitrators ·shall decide the dispute (if 
it has not previously been resolved) by following the procedure set forth 
in Section 5.02(g). 

(d) All arbitrators shall be qualified M.A. I. real estate 
appraisers familiar with the fair market value and rental of properties 
similar to the Premises in the County of San Mateo who could be qualified 
as expert witnl/!sses, over objection, 'to give opinion testimony addressed 
to the issue in a court of competent: jurisdiction. 

(e) In the event of the failure, refusal or inability of any 
arbitrator to act, 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 ten (10) business days after the appointment of 
:.the third arbitrator. A decision i.n which any two arbitrators concur 
shall in all cases be binding and conclusive upon the parties. Each 
party shall pay the fee and expenses of its arbitrator and both shall 
share equally the f~e 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 
sny such consultation shall be made in the presence of both parties with 
full right ·to cross-examine.. The arbitrators shall have a counterpart 
copy of their written decis.ion to each par·ty. 

(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 
selected by each of the parties shall prepare a written opinion of fair 
market rental and the reasona therefor and give counterpart copies to 
each party and each.of the other srbitretors. TI-le third arbitrator shall 
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arrange for a simui. .• eoua exchange of the proposed resolut " The 
third arbitrator shall select which of the two proposed resoh ns tnost 
closely appro1dmates his determina·tion of the issue. The third 
arbitrator shall have' no right ·to propose a middle ground or any 
modification of either of the two proposed resolutions. The resolution 
which ·the third arbitrator selects shall constitute the decision of the 
arbitrators and shall be final and binding upon the parties. 

(h) The judgement or the atlard rendered in any arbitration 
initiated and conducted in accordance with 'this Section 5.02 may be 
entered in any court of competent jurisdiction and shall be final and 
binding upon the parties. The arbitration shall be conducted and 
determ.ined in the' City and County of San Francisco in accordance with the 
then prevailing commercial arbitration rules of the American Arbitration 
Association or its successor except as modified to conform to the 
fo·regoing. 

5. 03. Late Charges. Tenant recognizes that late payment of ·any 
Rent or other· sum due hereunder from Tenant to landlord will result in 
administrative expenses to Landlord, the extent of which additional 
expense is extremely· difficult and economically impractical to 
ascertain. Tenant therefore agrees that if Rent or any other payment due 
hereunder from Tenant to Landlord r61!1ains unpaid ten {10) days after said 
amount 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 Rundred Dollars ($300.00) •. In addition, Tenant shall pay 
interest on the amount of unpaid Rent or other payment at a rate of five 
percent (5%) per year above the prime rate then charged by the Bank of 
America of San Francisco, ·California or a successor comparable ba~k or at 
the maximum rate permitted by law, whichever. is lower, for each day the 
Rent or other payment is delinquent. The Slllount of the late charge to be 
paid Landlord by Tenant 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 Landlord 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 ·obligation tl:I pay Rent or other payments an or 
before the date on which they are due, nor do the terms of this section 
in any way affect Landlord's remedies pursuant to 'section 17. 03 in the 
event said Rent or·other-paymeri't is unpaid after the due date. 

5.04 Additional Rent. 

(a) Percentage Rental. From and after the Commencement Date 
and continuing during ·the Term, Tenant shall also pay as Additional Rent 
to Landlord, without abaJement, deduction or offset, the amounts 
specified on the Percentage Rent Schedule attached hereto, marked 
Exhibit D and incorporated herein by this reference, as applied to 11Gross 
Revenues 11 as therein defined, 

(b) Quarterly Statements. Within twenty ( 20) days after the 
close of each calendar quarter, Tenant shall, without notice or demand 
from Landlord, deliver to Landlord a statement certified as correct by an 
officer o'f Tenant's Orchard Supply Hardware division set.ting forth the 
Gross Revenues received by Tenant in, upon ·or from the Premises during 
the preceding quarter. 

(c) Annual Statement. Within sixty (60) days after the 
close of each Lease Year, Tenant shall furnish to Lapdlord a 9tatement 
certified as correct by an officer of Tenant' a Orchiu:d Supply Ra rd ware 
di vision setting forth the Grose Revenues made in, upon or from the 
Premises for the preceding Lease Year (herein.after said annual statement 
is Teferred · to as the "Anpual Statement"). Contemporaneously witb the 
delivery of such Ap.nual Statement, Tenant shall pay to Landlord the 
Percentage Rental, if any, due for the preceding Lease Year as calculated 
in accordance with the Perce~tage Rent Schedule attached hereto as 
Exhibit ''D". In addition to the foregoing Annual Statement, within sixty 
(60) days after the expir_ation of Tenant's fiscal year, Tenant shall 
furnish t:o Landlord a statement duly certified by a certified public 
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accountant appro.' 'by Manager. (which approval shall not 1: ireasonably: 
withheld) settin, "rth the Gross Revenues made in, upon· or from the 
Premises during such fiscal year. Landlord acknowledges that Tenant 1 s 
fiscal 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 Revenues set forth in the 
statement of Gross. Revenues for Tenant's fiscal year, it being understood 
and agreed thst the determination of Percentage Rental hereunder shall be 
based upon Gross Revenues as set forth in the Annual Statement and that 
the submission of the additional annual statement for Tenant's fiscal 
year is for information purposes only and shall not increase or otherwise 
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 source documents 
supporting its records of Gross Revenues applicable to each Le&se Year 
for a period of twenty-four (24) months following the expiration of each 
Lease· Year and the.reafter will retain summary financial statements 
(including, but not limited to, ledgers and journals) for an additional 
twelve (12) months. 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 inspection is made within 
thirty-six (36) months after the ·Annual Statement: of Gross 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 connec:tion with its inspection of Tenant's records, 
employ an independent firm of Certified ·Public Accountants to verify 
Tenant's reports of Gross Revenues for such year and if such accountants 
shall determine thst Tenant has underpaid its obligation for Percentage 
Rental to the extent of three (3%) percent or more for any such Lease 
Year, Tenant shall, in addition to paying Landlord the deficiency, also 
pay the cost of the audit, Any claim by Landlord for revision 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 is mailed or delivered to Landlord, 
shall be deemed and hereby is waived by Landlord. 

(e) Confidentiality of Sales Records. Except to the the 
extent that the information is required to be a matter of public record, 
Landlord agrees not to divulge to any person or persons, firm or 
corporation, the amount of sales made· by Tenant in or from the Premises 
except such disclosures as may be absolutely required (i) to its 
employees or agents in the normal course of its business, (ii) to its 
auditors, (iii) to bona fide lending institutions and/or purchasers, (iv) 
in judicial or arhitrstion proceedings, or (v) in response to a valid 
subp"ena. 

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 premiUllls, 
construction costs, operating and maintenance 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 S!X 

Taxes,- Assessments and Other Expenses 

6.01 Payment by Tenant. During· the Term Tenant shall pay, at 
1 east ten (10) days before delinquency and before any fine, interest, 
penalty or other charge shall become due: 

(a) All real property and possessory interest tues, 
personal property taxes, general and special assessments (including, 
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without limitatio •. .:hereto, assessments for benefits from l .c works or 
improvements, whether or not begun or completed prior to the l.!·olllll\encement 
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·agsinst (i) the Premises 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 reconstruction of the 
Premises or any part thereof, (iii) the Rent reserved or payable 
hereunder 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 hereof) 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 
replaceT11ent of real property taxes, assessments,. levies, fees, rents 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 if the Premises 
were the only asset of Land lord, and as if the rent paid hereunder were 
the only income of Landlord. In addition, Tenant may take the benefit of 
any law allowing assessments to be paid in installments and in such event 
Tenant shall only be liable for such instal,lments of assessments due 
during the term hereof; 

(c) Any gross receipts or similar taxes. lev:ied 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 H 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 in any manner connected with, or arising out of (i) 
Tenant's estate or interest in the Premises or any part hereof, (ii) any 
right or interest of Tenant 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, reconstruction 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 
Commencement Date of .this Ground Lease, to be assessed separately for 
real estat;e and possessory interest tax purposes from any 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 taxe.s, assessments, possessory interest taxes and 
oth~r 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 Excius ion of Net Income Taxes and Re lated Taxes. Nothing 
herein contained shall impose upon Tenant the obligation to pay any 
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franchise, coi, ,te, estate, inheJ:"itance, succession, ·- -<1pital levy, 
transfer or other tax imposed upon Landlord and measured by Landlord 1 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, asses8Jllents ,. levies, fees and 
other charges levied on, or assessed against, the Premises shall be 
prorated 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. Tenant 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 seek a 
reduction in the assessed 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 
deli.nquency Tenant shall deliver to landlord a bond in an amount equal to 
one hundred fifty percent (150%) 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 Landlord 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 to 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.Dl Right to Improve. At its sole cost and expense, Tenant shall 
have the right to construct on the Premises such new impir-ovements as 
Tenant may desire and to alter, modify, remove and replace the same at 
Tenant's discretion, subject to the other provisions herein contained. 

7.02 Condition of the Premises and Right to Use. Tenant has 
relied, and hereafter shall rely, entirely on its own investigation with 
respect to all matters pertaining to the Premises, the physical condition 
thereof, the,, right to use the Premises and governmental actions or 
approvals applicable to or potentially affecting the condition or use 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 regulations, or any 
governmental actions or approvals applicable to the condition or use of 
the Pie.mises 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 no 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 a11 Tenant considers necessary. Anything herein contained to the 
contrary notwithstanding, if Tenant is unable to· obtain building pennits 
for ·construction of its intended buildings and improvements within IBO 
days after the date of execution hereof, or if Tenant is unable to obtain 
a certificate of occupancy for the operation of a· home improvement center-
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retail. store with ~d outside sales area, nursery and pick.-.· area, then 
Tenant, at any time thereafter, may 1 at Tenant's opt ion, I .nate this 
Lease by written notice to Landlord, p't'ovided; however, \ ... .it in such 
event, Landlord sh.all be entitled to retain the *12,600 deposit 
heretofore paid to Landlord pursuant to th.at certain Invitation to Bid 
for development and operation of the Premises and submitted to Landlord 
on or about October 5, 1983. 

7.03 Permit -Applications. In connection with Tenant's .application 
for permit or permits to the City of Millbrae and other appropriate 

.agencies. pursuant to Sectio11 7. 02(d), Landlord agrees to cooperate and 
join with 'l'enant in a·pplying for such pennit or permits, wherever such 
action ia ·necessary and required by_ law; provided, however, that Tertant 
sh.all indemnify and hold Landlord hsrmless from any costs or expenses in 
connection therewith. Notwithstanding anything to the contrary he.rein, 
Landlord shall not be obHgated to grant or to join in cortduct 'Which 
would result in a dedication of easements 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 sh~ll pay 
or cause to be paid the total cost and expense of all "works of 
improvement, 11 as that phrase is defined in California Civil Code Section 
3106 or· any comparable statute in effect when the work begins, undertaken 
upon the Premises. Tenant shall not suffer or permit to be enforced 
against the Premises, or any part thereof, any mechanic's, materi·alman' s, 
contractor's or subcontractor's lien arising· from any such work of 
improvement. However• Tenant ·may in good faith and at·· Tenant's sole cost 
and expense contest the validity of any asserted lien, claim or demand, 
provided Tenant bas furnished the bond required in California Civil Code 
Section 3143 or any ·comparable statute then in effect. Tenant shall 
defend and indemnify Landlord against, and hold Landlord harmless from, 
all liability and loss of any kind arising out of work performed on the 
Premises by or on behalf of Tenant, together with reasonable attorneys' 
fees and all costs and expenses incurred by Landlord in negotiating, 
settling, defending, or otherwise protecting against such claims. 

(b) Landlord's Right to Discharge Lien. If Tenant has not 
recorded the bond described in California Civil Code Section 3143 or 
otherwise acted to protect the Premises under any alternative or 
successor statute, and if a final judgment has been rendered against 
tenant ·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 
means or to pay the judgment, Landlord shall have the right, but not the 
duty, to pay or otherwise discharge, stay, or prevent the execution of 
any such judgment or lien; and all sums so paid, and/or any costs 
incurred by Landlord in connection therewith, plus interest thereon at a 
i:ate of five "percent (~) per year above the prime rate then charged by 
the Bank of America at San Francisco, · Cslifornia oi:- a s:ucceHor or 
comparable bank, or at the maximum rate permitted by law, -whichever is 
lower, shall be. deemed to be Additional Rent payable by Tenant with the 
next succeeding installment of ~ent. 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 liable for any loss or damage 
arising therefrom. 

ARTICLE EIGHT 

Use of Demised Premises 

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

8.02. Compliance with Laws. At its sole cost and expense Tenant 
ah.all comply, and shall cau!Je the Premises to CO'lllply, with the laws, 
statutes, ordinances, orders, rules, regulations end requirements of the 
federal, state and City govenmtents, and all appropriate departments, 
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commission, bo , and officers thereof, which affect the fremises, the 
improvem.ents t ... -ceon, or any part thereof, whether ordinary or 
extraordinary, including those which require the making of any 
structural, unforeseen or extraordinary changes, whether presently within 
the contemplation of the parties or constituting a change of governmental 
policy, and irrespective of cost. 

8.Q3. Contest of Lavs. Tenant shall have the right at its sol!! 
cost and expense to contest the validity of any law, statute, or~inance, 
order, rule, regulation or requirement affecting the Premises, the 
illlprovementa thereon, or any, part thereof, by appropriate proceeding 
diligently conducted_ in good faith; provided, however, that Tenant shall 
defend and indemnify Landlord against, and hold Landlord harmless frOlll, 
any and all liability, loss, eost, damage, injury or expense (including, 
without limitation thereto, _attorneys' fees and litigation costs) whieh 

.Landlord may sustain or suffer by reason of Tenant's .failure or delay in 
com?lying with, oT Tenant's contest of, any such law, statute, ordinance, 
order, rule, regulation or requirement. Lendl~rd shall have the right, 
but not the obligation, to contest by appropriate proceeding, at 
Landlord's expense, any such law, statute,·ordinance, rule, reg~lation or 
requirement. · 

8. 04, No Abatement of Rent. Tenant shall net be entitled to any 
abatement, diminution, reduction or postponement of Rent as a consequence 
of loss caused by any present or future laws, statutes, rules, 
requirements, ord1r, directions, ordinances or regulations of the 
federal, state or city governments, or of any other causes beyond the 
control of Landlord, except as expressly otherwise provided herein. 

ARTICLE NINE 

Assigtllllent 

9.01. Definitions. As used in this ARTICLE NINE, the folli>wing 
terms shall have the following meanings: 

(a) "Assignment" shall , include, withou.t 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 interest in the 
improvements thereon, whether voluntary or ·involuntary, and whether by 
operation of 1aw or otherwise. 'rhe te:rm "assignment" shall also include 
any tr:-ansfe:r, ·or the aggregate. transfer, during the Term, of the 
ownership interests in Tenant as follows: 

(1) if Tenant is a corporation, (i) any dissolution, 
merger, consolidation, or other reorganization of Tenant, or (ii) a sale 
of more than fifty percent (5~) of the value of the assets of Tenant, or 
(iii} if Tenant is a corporation with fewer than five hundred (500) 
shareholders, the sale or other transfer of a controlling percentage o_.f 
the capital stock of Tenant. "Controlling percentage'' means the 
ownership of, and the right to vote, stock possessing at least fifty 
percent (50%) of the total combined voting power of all clas&es of 
Tenant's capital &tock issued, outstanding and permitted to vote for the 
election of directors; 

( 2) if Tenant is· a trust, the tr a nil fer of more than 
fifty percent (50%) of the beneficial interet of Tenant, or the 
disaolution of the trust; 

withdrawal, of 
joint venturer, 

(3} H Tenant is a partnership or joint venture, the 
the transfer of the interest, of any general partner or 
or the dissolution of the partnership or joint venture; 

(4) if Tenant 
transfer of the interest of 
dissolution of the co-tenancy. 

is ·CO!llposed of 
any eo-tenant, 

(b) "Permitted Assignment" shall mean: 

tenants-in-common, the 
or the partition or 

{ 1} .An Assigtllllent to any partnership or joint venture 
of which Tenant is a general partner or joint venturer and retains, 
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punuant to the 
active and contn. 
the Premises; or 

us of the partnership or joint venture agreement, 
_ng management of an operational respr \ility for 

(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 ll.02(3) through (7); or 

(3) An assignment to: (a) Tenant's parent corporation; 
or (b) to another subsidiary of Tenant's parent corporation; or (e) to an 
affiliated corporation; or (d) to a c::orporati.on unde-r colllll10n control with 
Tenant Is parent corporation or anothe-r subsidiary of tenant's parent 
corporation; or (e) any corporation into .which tenant may merge or which 
may result in the consolidation of Tenant with any other .corporation; or 
(f) any corpontion or entity to which Tenant sells or aosigns all or 
~ubetantially 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 transfer of the corporate stock of Tenant. 

9.02. Qualified Right of Assignment. Subject to the provisions of 
Sectins 9.03 and 9.04, Tenant shall have the right, without the p-rior 
written consent'of Landlord, to assign its interest in this Cround Lease 
to a Permitted Assignee. Tenant shall not assign its interest in this 
Ground Lease to any assignee other than a Pemitted Assignee without the 
prior written eonsent of Landlord. The consent of Landlord shall not be 
unreasonably withheld; provided, however, that, in Landlord's reasonable 
judgment, the proposed assignee is financially and othe~ise able and 
qualified to perform and discharge all of the obligations of Tenant 
under, and otherwise comply "1'ith the. tel'.llls, covenants, and conditions of, 
this Ground Lease. 

9.03. Conditions .Precedent to Aasignment. Any· assignment by Tenant 
of its interest in . this Ground · Lease including, without limitation 
thereto, any Permitted Assignment· other th11-n an acquisition of Tenant's 
estate under this Ground Lease by Mortgagee or purchaser at a foreclosure 
sale pursuant to the provisions of Sections 11. 02(3) through ( 7), shall 
be subject to each and all of the following conditions precedent: 

(a) Notice. Tenant shall give Landlord at least ninety (90) 
days written notice of the proposed assignment whieh shall include the 
name, address and legal - descrl.ption of the proposed assignee, Tenant 1 s 
full and complete computation of excess consideration pursuant to Section 
9.03(f) and such other information as may be necessary or appropriate to 
est:ablish to the satisfaction of Landlord that the proposed assignee is 
either a Pel'.lllitted Assignee or financially and otherwise able ,and 
qualified to perform and discharge the obligations of Tenant under, and 
otherwise comply with the terms, covenants and conditions of, this Ground 
Lease. 

(b) No Def.Bult. Tenant shall not be in default under this 
Ground Lease either at the time the foregoing notice is given or at the 
time the assignment is consummated. 

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

(d) Assut0.ption of Tenant's Obligations. The written 
assignment shall p-rovide · that the proposed assignee assumes the 
obli~ations 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 p-roposed assignment 
shall not l:>ecOl!le effective until such time as Ten!lnt has delivered to 
Landlqrd a . duly executed and acknowledged original of the l;ll"itten 
assignment. 

(£) Participation in Excess Consideration. As a condition 
to approval of any proposed assignment pursuant to Section 9.02, fifty 
percent (SC!t) of the "excetis conside;-ration" thi!.refor shall be paid over 
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to Landlord. For puryoses hereof, the term "excess consi? q.tion" shall 
mean the amount' which the total consideration receive Tenant for 
the assignment ~ther paid directly or indirectly, in caan or in kind, 
in installments or lump sum) exceeds (i) the amounts required to be paid 
hereunder, and (ii) brokerage coJ1111lissions in customary amounts incurred 
in connection with the assignment. Consideration paid for improvements 
to the portion of the Premises subject to an assignment 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 proceeding by 
demanding arbitration 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 consent, or a waiver of Landlord's right to object or 
refuse to consent, to sny further assignment. 

9.05, Other Assignment Void. Any purported assignment which does 
not comply with. the provisions of this ARTICLE NINE shall be void and 
shall constitute an event of defatllt. 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 shall 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, gi.ialified Ri_ght to Sublease. ·Subject to the provisions of 
this ARTICLE TEN, Tenant may sublet all or any part of the Premises; 
provided, however, that: 

(a) Term. The term of .each sublease shall expire prior to 
expiration of the-:r;;;-rm; 

(b) Attornment. Subject to the rights of any Mortgagee 
under ARTICLE ELEVEN, each sublease shall contain a provision 
satisfactory 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 subl~ssee. 

(d) Notice. Tenant shall, within ten (10) days after the 
execution of ea~lease, 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 tq 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 any 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 a·ssure that 
the funds are applied properly for development and construction of 
improvements upon the portion of the Premises so encumbered; 

the encumbrance 
interest to be 

the cost of 

(5) The principal of the loan secured by 
shall not exceed the lender's estimated ·value of the 
encumbered as of completion of the improvements or 
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 "p.rime rate" (constituting 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%) 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 necessary to protect its interest in the 
Premises; 

The purpose of the foregoing shall be. to provide. a mechanism 
for "subordination" of Landlord 1 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 Landlord in connection the.re.with shall constitute 
Additional Rent payable by Tenant with the next monthly installment of 
Annual Rent hereunder. No such payment or other act of cure shall 
constitute a waiver of any other right may have by reason of any suci). 
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 one of 
the terms, covenants, conditions and restrictions 9et forth in this 
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Ground Lease and to all rights and interests of Landlord hereunder. In 
the event of any conflict between the provisions of this Ground Lease and 
the provisions of this Ground Lease shall control over the provisions of 
the Mortgage or encumbrance; 

(2) Notices. Tenant ·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 mail or deliver to the Mortgagee or other lienholder a 
duplicate copy of any and all written notices which Landlord may from 
time to.time give to or serve upon Tenant under and pursuant to the terms 
and provisions of this Ground lease including, without limitation 
thereto,· notice of default or breach by Tenant hereundel:'; 

(3) Mortgagee's Rights to Cure. A Mortgagee or other 
1 ienholder may, at its option, at any time before 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 
cu.re ay other default of Tenant. and all payments so made and curative 
acts so performed shall be as effective to prevent a termination of the 
righta of Tenant hereunder as f>Syments 1114de or acts performed by Tenant. 
Any Mortgage constituting an encumbrance on all or a portion of the 
Tenant's interest in the Premises may be ao conditioned as to provide 
that as between the holder thereof and Tenant 1 the holder, upon curing 
any default on the part of Tenant, shall the'reby be subrogated to any or 
all of the rights of Tenant under this Ground Lease; 

(4) Mortgagee's Right of Possession. The holder· of a 
Mortgage or other encumbrance on all or a portion of Tenant 1s interest in 
this Ground Lease who, upon default· by Tenant, pays the Rent and performs 
all of the o'ther 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 Obligations. 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 ts interest 111,1bject to all of 
the provisions of this. Ground Lease and shall so long as, but only so 
long as, it shall be the owner and in possession of the leaseholder 
estate, assume personally the obligations of this Ground Lease; 

(6) Limitation on Landlord's Rights. Landlord shall not 

' 

terminate this Ground Lease on account of any default or breach on the 
pert of Tenant if, vithin sixty (60) days after service by Landlord of 
written notice of the default or breach on Tenant [and on the holder of. 
the Mortgage or enclllllbrance if Tenant or the holder has notified Landlord 
of its existence ae provided in Section 11.02(2)}, the Mortgagee or other 
1 ienho lder sha.11: '"""' 

(i) · Cure the default or breach 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 OJ:' other lienholder commences and 
thereafter diligently pursues forecloeur~ or pl:'iVate sale pursuant to the 
Mortgage or other encumbrance in the manner provided by law; and 

(ii) From and after cotnmencement of foreclosure pays and 
performs aH obligations reql).ired to be paid and performed by Tenant 
under this Ground Lease until such time as such interest in this Ground 
Lease shall be sold upon foreclosure, or by exercise of a power of sale 
pursuant to the Mortgage or other encumbrance, or until 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 .Tenant to the Mortgagee or other 
lienholder through, or in lieu of, foreclosure shall not require ·the 
consent of Landlord 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 becomes 
the Tenant· under this Ground lease, the mortgagee or other lienholde:r 

·shall be personally liable for the obligations of Tenant unde"?". this 
Ground Lease only so long as it remains Tenant hereunder. While the 
Mortgagee or other lienholder is· the Tenant under this 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 lienholder 
subsequently assigns its interest under this Ground Lease after acquiring 
Tenant 1.s interest by foreclosure, o:r by acceptance of an assignment in 
lieu of foreclosure, and in connection with such assignment takes back a 
Mortgage encumbering ·such interest to secure payment of the purchase 
price, the Mortgage shall· be subject to, anci: the Mortgagee shall enjoy 
the rights and be entitled to enforce the terms, covenants and conditions 
of, this ARTICLE ELEVEN and ~ny other provisions of this Ground Lease 
included for the benefit of a mortgagee of all or porticins of Tenant's 

. interest in the Premises. 

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

(9) Request Fo:r Notice Of Default. Immediately after a 
Mortgage or other encll!Dbrance on all or a portion of the Tenant's 
interest in the Premises is recorded, Tenant, at its own expense shall 
csu&.e to be duly recorded a request that Landlord receive written notice 
of any default and/or notice of sale under the Mortgage or other 
encumbrance. In· addition, Tenant shall furnish to Landlord complete 
copies of the Mortgage or other encumbrance and the note or other 
obligation secured thereby. 

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

ARTICLE TWELVE 

Waste And Inspection 

12,0l. Waste and Unlawful Use. Tenant shall not make or suffer any 
waste or any unlawful, improper, or offensive use of the Premises. 

12.02. ln&pection. Landlord, its employees or. agents, shall have 
the right at all reasonable times 4.uring 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 
msy be made without an agent or representative of Tenant being present at 
the time of such entry. 

ARTICLE THIRTEEN 

:insurance 

13.0l. Public Liability. At all times during the ·Term Tenant 
snall, at Tenant's sole cost and expense, obtain and maintain a policy or 
policies of owner's, landlord's and tenant's comprehensive general public 
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liability insurance covering, without limitation thereto, (i) fire 
damage, (ii) water damage, (iii) owned, non-owned and hired automobile, 
(iv) contractors, (v) contractual and, if applicable, (vi) host liquor, 
(vii) elevator, (viii) garage keeper's, (ix) products, and Cit) completed 
.operations liability, naming as insureds and separately protecting 
Landlord, its officers, agents, employees and members of the· Commission, 
and Tenant, as their interests may appear, against any liability to the 
public, or to the occupants of the Premises, their sublessees, and their 
respective family members, guests, invitees or licensees, incident to the 
ownership, maintenance, mana.gement and/or use of the Premises or any part 
thereof, . arising from claims for personal 1n3ury, death or property 
damage occurring upon, in or about the Premises, the adjoining property 
of Landlord, or any fb.tures or equipment located upon or within the 
Premises, or in or about any streets, sidewalks and passageways located 
within the Premises except to the extent caused by any dangerous 
condition or any negligent act or omission of Laodlo.rd, its employees, 
members,. 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 ($2,0.00,000.00) per 
occurrence. Each policy: (i) shall be issued on a comprehensive 
liability basis, shall be c·roes-liability endorsed so as not to prejudice 
the rights of a named insured with respect to any action against another 
named insured; (ii) may be maintained under blanket policies; and (iii) 
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 baaed on acts of the. insureds 
or the existence of co-insurance. Tenant shall pay all premiums thereon 
when due, and shall, immediately upon receipt, deliver to landlord 
certificates of insurance evidencing such coverage. Not more frequently 
than once every five ( 5) years during the Term Landlord shall have the 
right to require Tenant to increase the amounts of such coverage 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 California 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 BE! an additional insured any Mortgagee provided, however, 
that nothing contained in this Section 13.02 or the Mortgage shall 
relieve Tenant of any of its insurance obligations· to Landlord hereunder 
or give Tenant 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 
insurance policies required to be obtained and maintained under this 

' ARTICLE THIRTEEN shall provide that the insurer may not cancel, amend or 
refuse to renew the policy without first giving Landlord thirty (30) days 
prior written notice by certified or registered mail. 

13. 04. Waiver of Subrogation. Either Lan!ilord or Tenant may obtain 
and maintain policies" of insurance other than those required to be , 
obtained and maintained by Tenant hereunder; provided, how~.ver that any 
such policy shall comply with the provisions applicable to insurance 
policies obtained and maintained under this ARTICLE .JIUR'.I'EEN. 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, damage1 liability, coat 
or ex~ense to the extent it is covered by a policy of insurance 
applicable to the Premises or any part thereof· or the respective rights 
and duties of Landlord and Tenant and/or to the extent Landlord or Tenant 
ia a self-insured. 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 Landlord or 
Tenant d.iscovers that euch a waiver is not available, it shall promptly 
give the other written notice of non-availability. 
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13.05 Work1 Compensation Insurance and Social Security. 
Tenant enters; int~ _his Lease as an independent contractor· not as an 
agent or employee of Landlord, as the word "employee" is c. ,ned in the 
Workers' Compensation Act of the State of California. Tenant covenants 
that none of its officers, agents or employees are employees of the City 
of San Francisco and further covenants to· provide Workers Compensation 
insurance, with employer's liability limits of not leas than $1,000,000 
for each accident, and such social security and unemployment compensation 
benefits as may be -required by law, and will, upon written request, 
furnish to Landlord reasonable evidence of such coverage. 

ARTICLE FOURTEEN 

Indemnification and Non-Liability of Landlord 

14.01, Indemn.ification and Defense. As used in this Section 14.01, 
the term 0 Landlord" ·shall include, in addition. to the City and County of 
San Francisco, the Public Dtilities Commission of the City and County of 
San Francisco, and its or their respective ~osrd members, offices, 
employees, servants and agents. Except to t:he extent caused by any 
dangerous condition or any negligent act or omission of Landlord, _its 
employees, officers, agents, licensees, invitees or contractors, :renant 
shall 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, 
judgaients, costs and expenses (including all reasonable architects' and 
sttorney11' fees and court: costs) of any nature whl!ltsoeve-r which may be 
imposed upon, incurred or paid by, or asserted against Land lo-rd, Tenant, 
the Premises or any interes.t therein by reason of, arising from, or in 
conneetion with any of the following occurring during the Term: 

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

(2) The use, non-use. condition, possession, 
occupation, operation, repair, maintenance o-r management of the ~remiaes 
or any part thereof; 

(3) Any eonstruction, reconstruction, changes or 
alterations or or to, or sny '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) Failure of Tenant to perform or comply with any 
term, covenant and condition of this Grmind Lease; or 

(5) Violation of Tenant of any contract o-r agreement to 
which Tenant is a party or any restriction, statute, law, ordi11ance or 
regulation, in each case affecting the Premises, ot" any part thereof or 
the ownership, occupancy, use·possession, operation, repair, maintenance 
o-r management of the Premises. 

In the event any action o-r proceeding the subject of this Section 14. 01 
is brought against Landlord, Tenant shall, upon written notice from 
Landiord, at Tenant's expense, defend such action or proceeding through 
counsel approved in writing by Landlord. 

14. 02. Legal Expenses. When Landlord is the prevailing party, 
Tenant shall pay, and indemnify .Landlord against, all legal costs and 
charges including, without -limitation thereto, reasonable attorneys' 
fees,· paid or incurred by Land lo-rd tn obtaining possession · of the . 
Premises after default of Tenant or upon expiration or earlier 
termination of this Ground Lease, or in enforcing any covenant or 
condition herein contained, When Tenant is the prevailing party, 
Land.lord shall pay, and indemnify Tenant against, all legal costs and 
charges including, without limitation thereto, reasonable attorney's 
fees, paid or incurred by Tenant in enfo-rcing any covenant or condition 
herein co~tained. 

- 27 -



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 iii writing by Tenant of its inability to pay 
it debts as they become due; 

· (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 act ion or proceeding commenced by or against Tenant under any 
insolvency 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 bankruptcy in such proceedings, to 
terminate. this Ground Lease upon ten (lO) days written notice (or such 
longer period as may be specified by applicable bankruptcy law or order 
of the .bankruptcy court) . given to Tenant and the trustee in bankruptcy. 
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 bankruptcy. 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 
assure Landlord of the continued performance 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 bankruptcy shall assu·re Landlord that 
the Rent required to be paid or discharged by Tenant shall be p.aid or 
discharged in full at the times and in the manner herein specified. The 
provisions of· this Section 15. Ol(c) have been included in this Ground 
Lease to assure that the basic understanding between Landlord and Tenant 
with respect 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 Tenant in 
this Ground.Lease or the Premises to attachment, execution or other levy, 
or to seizure under legal process, if not released within thirty (30) 
days; 

(e) The a.ssignment, mortgage or encumbrance of this Ground 
Lease, or the subletting of all or any part of the Premises, by '.J:'enant 
otherwise than as expressly permitted hereunder; or the transfer of this 
Ground Lease to any person, firm or corporation other than Tenant except 
in 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. Ol(c)], Landlord shall, before pursuing any remedy, give a 
notice of default to Tenant which shall specify in detail the alleged 
event of default. If the alleged 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 defaul.t. With 
respect to any other default, Tenant shall promptly after notice of 
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default comrnenc< d diligently proceed to cure the defe•· 1 t and shall 
have thirty (3t.. days after notice is given to compi' 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 1 s Remedies. If any default by Tenant shall 
continue uncured for ·the. period specified and following a notice of 
default given in accordance with the provisions of Section 15.02, 
Landlord shall 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 given to 
Tenant at any time after expiration of the applicable cure period. In 
such event this Ground Lease 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 sp·ecify in the notice of termination, in the same manner, and 'iii th 
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) Landlord, ·or Landlord's agents, employees or servants, 
may on the termination date specified herein or in the notice of 
tet'lllination, 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 proceeding 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 
termination, reentry, removal and repossession; and 

(c) 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 earned 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 termination 
until the time of award 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 Tenant proves could be 
reasonably avoided. 

(4) The "worth at the time of award" of the amounts 
t'eferred to in Sections 15;04(c)(l) and (c)(2) above shall be computed by 
allowing interest at the lesser 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 the maximum 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 (IX). 

(5) As used herein, the ter111 ·"time of award" shall mean 
eithe the date upon which Tenant p5ys to Landlord the amount recoverable 
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by Landlord as ·7einabove set forth or· the date of ry of any 
determiation, oi:. 'or judgment. of any court or other l_egaL, constituted 
body determining the amount recoverable, whichever first occurs. 

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 until the expiration or earlier 
termination of this Ground Lease. Landlord may, without accepting, or 
being deemed to have accepted, a surrender of the Premises or Tenant '·s 
leasehold estate under· this Ground Lease, collect and/or sue for the 
installments of Rent required to be paid or discharged by Tenant under 
this ·Ground Lease as and when the ssme shall become due. 

·,< 

15.06. Landlord's Right to Cure. If Tenant shall fail, refuse or 
neglect to pay the taxes, assessments or other charges levied against the 
P_remises 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 period, 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 1enant under 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 
assessments (subject to the right of 'rensnt 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 expenses 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 .st 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 payment, performance or compliance by Landlord shall 
constitute a waiver of de.fault, or of any right or remedy for default, by 
Lllndlord, or render Ll!ndlord liable for any loss or damage arising 
therefrom., 

15.07. Availability of Remedies. The rights and remedies for 
default provided to Landlord under this ARTICLE FIFTEEN shall not be 
exclusive. Landlord shall have, and may exercise, 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 condition of this Ground Lease or to 
exercise any right or remedy provided herein or by law as a consequence 
of default, and no acceptance of full or partial paymen't of Rent during 
the continuance 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 condition, or Landlord •·s right to exercise any right or 
remedy with respect to the default or any subsequent default. 

ARTICLE SIXTEEN 

Damage and Destruction 

16.0L Casualty. If the illlprovementa located on the Premises or 
any part thereof are damaged _or destroyed due to any cause whether 
insured or uninsured, Tenant shall, within two (Z) years thereafter, 
either Ci) repair, restore or replace the damaged or· destroyed 
improvements, or (ii) cause the damaged buildings to be _demolished and 
the Premises to be restored to a level and clean condition free of 
rubble, wreckage and debris. Any insurance or compensation awarded or 
paid by reason of such damage or destruction shall be utilized f~r the 
purpose of repaidng, restoring or replacing the damaged or destroyed 
improvements or for purposes of rating and clearing the Premises. All 
proceeds of any insurance or compensation swarded or paid by reason of 
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any damage or destruction· shall be the sole property oi. 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 
proceeds or compensation. 

16.02. ~· Notwithstanding anything to the contrary contained 
elsewhere in this ARTICLE SIXTEEN, in the event of damage or destruction 
Tenant shall remain obli_gated to pay the Rent to be paid or discharged 
under this Ground Lease until expiration of the Term. 

ARTICLE SEVENTEEN 

· Condemnation 

17. 01. Total Condemnation. 

(a) 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) If, after the execution of this Lease and prior to the 
expiration of the term hereof, any public cir private authority shall, 
under the power of eminent domain, make a taking, or Landlord shat 1 
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; 
or 

(ii) there remains insufficient parking or common area to 
permit free vehicular and 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. remai.ning portion of the Premises shall not be 
sufficient in size to ·permit the construction and/or operation of a 
building the-reon in an economically feasible basis as contemplated under 
the provisions of this Lease; 

then Tenant may, at its election, terminate this Lease by giving Landlord 
notice of the exercise of Tenant's election within thi-rty (30) days after 
Tenant shall receive notice of such taking. In the event· of termination 
by Tenant under the provisions of this Section, this Lease and the term 
hereof shall cease and terminate . .e.s of a date not less than thirty 00) 
nor more than ninety (9 O) days . after the date of Tenant's notice ·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 end Tenant as of the date of termination of 
this Lease. 

17.02 Award. The sward 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 Tenant, as their respective 
interests may appear. The priority and manner for the distribution of 
the condemnation proceeds by Landlord shall be as follows: 

(a) Landlo~d shall be entitled to the then fair market value, 
inunediately 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 
available to Tenant) _and including Landlord's reversionary interest 
hereunder in the land and buildings; and 
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(b) .The remainder of said award or awards including, but not 
limited to, any award for the value of Tenant's leasehold estate~ all. 
buildings, improvements and site improvements, trade fixture a and 
equip111ent, shall be paid to Tenant. 

17.03. Partial Condemnation. If at any time during the Term, a 
.Portion of the Premises is condemned, and this Ground Lease shall not be 
terminated pursuant to the provisions of Section 17.01 1 this Ground Lease 
·shall terminate as to the pCJrtion taken, and all Annual Rent to be paid 
or discharged by Tenant under this Ground Lease after the date title 
vests in the condemnor . shall be reduced in the proportion which the 
surface area of the land condemned bears to the total surface area of the 
land constituting the Premises immediately pric>r to the condemnation. 
The award for partial condemnation applicable to that portion of the 
Premises shall be paid to landlord, as trustee., for the Account of 
Landlord and Tenant and/or any Mortgagee of Tenant, as their respective. 
interests may appear. Landlord shall apportion the proceeds between 
Landlord on the one hand, and Tenant or Tenant's Mortgagee on the other 
hand, pursuant to the provisions of Section 17.02; provided, however, 
that Landlord's portion of the award for partial condemnation shall be 
detennined 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 aa possible to the condition immediately prior 
to the condemnation. 

ARTICLE EIGHTEEN 

Surrender of the Premises 

18.01. Surrender in Good Condition and Repair. Upon the expiration 
or ear-lier termination of this Ground Lease for any reason whatsoever 
{other than acquisition of title by tenant or loss of title by· reason of 
condemnation) , Tenant shall surrender the Premises to Landlord vil:h all 
improvements thereon in good order, condition and repair, (except for 
reasonable wear ;ind tear or as ot::herwise provided herein) or with the 
Premises in a level and clean condition with all improvements and debris 
removed. ·All property that Tenant surrenders shall become Lend lord 1 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 expiration or earlier termination of this Ground Lease the same may, 
and upon the demand of Landlord shall, be removed and 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 aasignment of the 
Landlord' e interest in thiS Lease, giving the name and address of t::he 
assignee or new owner, as the case may be, and instructions regarding the 
·PaYlllent of rent. In the event of any transfer or assignment of 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 voluntary or 

· invCJluntary, or by act of Landlord or by operation of law; Tenant 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 auch transfer, asai!IJment or change in title and 
given satisfactory proof thereof, and t:he 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. Tenant. If Landlord sells 
or ·transfers al 1 or any portion of its estate in the Premises,· on 
consummation of the sale or transfer Landlord shall be released from any 
liability thereafter accTIJing under this Ground Lease. Any successor in 
interest to landlord shall take Landlord's estate in the Premises subje~t 
to each and every one of the conditions set forth in Section 11.01 of 
this Ground Lease. Landlord may transfer the balance of the Security 

- 32 -



.. ' 

Depoe it and pre pl Rent, if any, then held by Landlord 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 Grl)und 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 LANDIDRD: 

TO TENANT: 

General Man~ger and Chief Engineer 
San Francisco Water Department 
425 Mason Street 
San Francisco, California 94101 

c/o Orchard Supply Hardware 
1.555 S. Seventh St. 
San Jose, California · 95112 
Att: Director of Real Estate 

With a copy to: 

W. R. Grace & Co. 
1114 Avenue of the Americas 
New 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 Tenant 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, Tenant and any 
Mortgagee shall have the right to change the address 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 invalid or 
unenforceable, shall not be affected thereby. 

2~.03. Entire Agreement. This Ground Lease constitutes the entire 
agreement and understanding between the parties. with respect to its 
subject matter and the Premises. There are no other agreements, 
understandings, representations or warranties, either Wl:'itten or oral, 
with respect thereto. This Ground Lease shall not be modified or amended 
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 consent 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 
Ground Lease an. 
this Lease. 

'i!.• The headings of the Articles and S. _,ons of this 
/r convenience or reference only and are not a part of 

20.06. Number and Gender. 
singular number shall include the 
the use of any gender shall include 

Whenever the context requires, the 
plural, the plural the singular, and 
all genders. 

20.07. Short For.m Lease. Upon the Commencement Date (or earlier if 
required to accommodate Tenant's fiancing as contemplated herein), 
Landlord and Tenant shall execute a Short Form Ground Lease substantially 
in the for.m attached heret~ 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 end inure to the benefit of the 
heirs, successors, executors, administrators, assigns and personal 
representatives of the respective parties. 

20.09. Connnission. 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 against 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 Francisco Administrative Code relating to 
non-discrimlnatory 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 provid·e any other consideration 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 conflict 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 1 or occupancy of the Premises or any part thereof or 
with respect to the enforcement or. interpretation 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 "position 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 
waives any and all rights it might .otherwise 'have under any law 
hereina.fter enacted by the federal, state or city governments which would 
otherwia.e entitle Tenant to acquire, or succeed to, Landlord's fee estate 
in the Premises or reveraionary interest in the Premises. Tenant 
acknowledges that Tenant's attempt to exercise any such right would 
constitute a material failure of the consideration for which Landlord has 
entered into this Ground Lease. 

20,13, Time. Time is of the essence of each anq every provision of 
this Ground Lease. 
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20.14. Exhib_ -"• The following exhibits are attache" "ereto and 
incorporated herein by this reference: 

EXHIBIT A-1: 
EXHIBIT A-2: 
EXHIBIT A-3: 
EXHIBIT B: 
EXHIBIT C: 

· EXHI!l IT D: 
EXHIBIT E: 
EXHIBIT F: 

Description of the Premises 
Description of Ingress & Egress Easement 
Survey 
Parking Facilities and Miscellaneous Site Work 
Exceptions to Title 
Percentage Rent Schedule 
Short Form Ground Lease 
Non-Discrimination Provisions 

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 pe_rformed hereunder, 
Tenant may peaceably and quietly have, hold, occupy and enjoy the Demised 
Premises without hindrance or . molestation from Landlord or any 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, additional rent, and other 
charges required hereunder, by reason of strikes, lockouts, unavail
ability of materials, failure of power, restrictive governmental laws or 
regulstions, 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 period for 
the pe't'formance of such act shall be· e:xtended for a period equivalent to 
the period of such delay. Notwithstanding the foregoing. lack of funds 
shall not be deemed co 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 WITNESS WHEREOF, the parties hereto have set their 
hands and seals the day and year first above written. 

APPROVED AS TO FORM: 

GEORGE AGNOST 
City Attorney 

B~g~ tJ!iwilw-
Utilities General Counsel 

Authorized by Public 
Utilities Commi.l).!lion 

Resolut~;;:;,JJif 'ff 3 Adopted -;.... ~ I q £.3 , 

"Landlord" 

Commission 

General Manager of Public 
Utilities 

Attest:~O~ 
Romaine S. Baldridge 
Secretary 

(SEAL) 
Attest: 

"Tenant" 

GRACE RETAIL CORPORATION 

By-~ !l:~By 
Assistant Secretary Edward H. Tutun 

President 
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EXHIBIT A-1 

DESCRIPTION OF PREMISES 

All of that real property situate in the City of Millbrae, County of San 
Mateo, State of CalifonU.a, described as follows: 

Beginning at a peint 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 and the Custodio Silva 168 acre tract and said point being distant 
South 5:3"46' West, 51.63 feet frorn the westerly line of the lands of 
Southern Pacific RAilroad Company. Thence North 39°14' West a distance 
of 255.56 feet; Thence South 53°46~ West a dii;tance of 292.25 feet; 
Thence North 34°52 155" West a distance 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 running parallel to and 
distant 50 feet measured at right angles northwesterly from said. line 
between C.M.P. Coleman 175.20 acre tracf and said Custodio Silva 168 acre 
tract, North 53°46 1 Ea,st 8. distance of 670.00 feet, more or less to the 
POINT OF BEGINNING. 

Containing 4. 7505 acres of land, more o·r less. 
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EXRilllT A-2 

DESCRIPTION 01" INGRESS & EGRESS EASEMENT 

All that c.er.tain real property situate in the City of Millbrae. County of 
San Mateo, State of California, described as follows: 

Commencing at the northwest corner of the Lands of the City and County of 
San 'Francisco leased to Ore.hard Supply Hard~are in the 91ty 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 BEGINNING: thence continuing along said northerly line Korth 53"46' E:ast', 
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 tangent.bearing of 
South 53°46' West, through a central angle of 90° for a distance of 6.28 feet; 
thence North 36°14 1 West a distance of 9.46 feet; thence along a curve to the 
Tigbt With a radius of 6 feet, through a central angle Of 102°12 105 11 for a 
distance of 10.70 feet to a point of reverse curve; thence along a curve to 
the left with a :radius o'f 147.0 feet. through a central angle of 6°59'46", 
a distance of 17.95 feet; thence North 36°14' ~est 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 35°44' 37" for a 
distance of 74.86· feet, to a point of reverse curv-e; 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 northerly line South 46°53' East a distance of 54;45 feet; 
thence along a curve to the right with a radius of 18.0 feet, from a radial 
bearing of South 73°15' 36 11 East, through a central angle of 23°01 1 .li)" for a 
distance of 7.23 feet; thence North 39°46'07" East a distance of 10.77 feet; 
thence along a curve to the right with a radius of qJ.00 feet, through a centrat 
angle of 45•1O'01 ", for a distance of 33. 90 feet; thence North 84 °56 '08" East 
a distance of 31.45 feet; thence along a curve to the right with a radius of 
3B.O feet through a central angle of 58°49' 52" for a distance of 39.02 feet; 
thence South 36°14 1 East, a distance of 9.0 feet; thence along a 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' Ea.st a distance of 2.0 feet to the TRUE 
POINT OF BEGI1''NING_. 

Containing 0.16~3 acres of 'land, more. or less. 
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EXHIBIT A-3 

SURVEY 
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PUBLIC UTILITIES COMMISSION 

CITY .I.HD COUNTY QF 11,1,ff FRAHl;ISCO 

Wll£RBAS, the· San Fianciaco Water Departaant owos 

approximately 4.752 acres of lana at 950 El C~ioo Real in 

Millbrae, California, which ill exceis to tn& Wates: Dei>4rt111ent 1 a 

present needa, and 

w~. purauant to the teClllS and conoitiona of COlllllli&aion 

Resolution No. 82~310, adopted July 27, 1982, tbe Water 

I>epa.rtment published a.n invitation eor ijealed bids for the 

purpose of awarding a ground lease of said premi&es for thirty 

{30) years for C::Olllll'lercial use ana on other terms and conditions 

provided fot in the proPQ4ed lease1 and 

W~R£AS, ttealed bids were received by the Water Depart~nt 

froia Orchard S~pply liardware, Lucky Stores, Inc., and KTW/C,H, 

wbicl't bicl.e incluoed the followin9 mini.mum annl.lal 1.ease r&ntaltu 

and 

Orchard Supply Hardwace 

Lucky Stocea, Inc. 

K'l'W/CtrH 

$150,000 

$10,00Q 

$136,000 

WR&RBAS, the value$ of the three bids 11.nd the 

'\ 

. ~. 
t • 

qudification• of all three bidders have been considered by 

Comllliuion in ordet to deter11tine the successful biddeci now, 

therefore, be it 

RESOLVED, that this Coil!lllission hereby awards to orcbacd 

Supply Hardware, as tbe hiqhest, responsible, qualified bidder, a 

gro·und lease for colWllercial usit .of approxi111ately 4. 7 5 2 acres of 

land at 950 El Camino Real, Millbra~, California, copies of wbicn 
.... :., ~ 
.. , ::1 lease .are on file with the Water Depa:r:tmen.t ! . for the term of 
·~ 1·,· Ro) .. ~ l . 

; :~.:: ..:i.. '!O 
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PUBLIC UTILITIES COMMISSION 
CITY ANI! COUNTY 01" SA.N FRANCISCO 

RESOL.UTION No. ____ _ 

thirty (30) years and at .the minimWll rent and overa9e and on the 

other term& and conditions contained in soid lease, subject to 

contiraation by tbe City•s Board of· Supervisoca; and be it 

FUR'n!KR RBSOLVED, that City•~ Board of Supervisors be 

re~uested to approve, by ordinance, award of said gro~nd lease; 

a.nd be it 

FURTH.BR RSSOLYED, that upon approval by the Board of 

Supervisors, the General Manager of Public Utilitie& is,'hereby 

authorized and directed to execute ·said lease. 

9083C 
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EXHIBIT C 

EXCEPTIONS TO TITLE 

1, General and Special Taxes for the fiscal year 1983-84, now a 
lien, not yet ascertainable. 

2. General 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 RIGRT OF WAY for underground wires, cables and 
other electrical conductors as disclosed by San Francisco Weter 
Department Drawing No. B-4051 dated May 2 1 1978, 

Affects the Northeasterly 6 feet. 

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

4. 
Between 
and 
Dated 
Recorded 

UNDERGROUND CONSTRUCTION AGREEMENT by and 
Pacific Telephone and Telegraph Company, a corporation 
The Lowrie Paving Company, Inc. 
October 25, 1957 
October 30, 1957 

Document No: 93947-P, Official Records of San Mateo County, California 

5. EXISTING telephone line, retaining wall, 54 inch crystal 
springs pipeline, 24 inch water line and meter box all BB 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, 11 an 
amount equal to one and one-quarter (l-1/4%) percent of Gross Revenues 
(9s hereinafter defined) made in, on or from the Premises during each 
Lease Year in excess of the F.irst 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 Grose Sales Base up to an amount equal to the Third Gross Sales 
Base; and one half (1/2%) percent of Groas 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 Ssles Base 
applicable to such Lease Year plus $5,000,000. 

Example: 

If the Annual Rent applicable to such Lease Year is $150,000, 
then Teriant 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 Gross 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 (l/2%) percent 
of Gross Revenues made in, on or from the Premises 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 mean 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 deduct ion 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 
merchandise which is paid for by the trading in of other merchandise of 
the customer (al though 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 employees of Tenant, revenues derived from 
service charges made for credit transactions, sums received as 
charges for delivery to customers for products sold from the 
Premises by Tenan't, sales from vending machines, all sums received 
from the sale of tickets of admission to clheatrical, circus, church 
and sports events (but including all commissions and fees paid to 
Tenant in connection with the sale of such tickets); 

2. All sums representing so-called sales taxes collected directly 
from customers 1 based upon present and future laws of the State or 
local government and collected by Tenant in the operation of its 
business on the Premises, and any other tax, excise or duty which ·is 
levied or assessed 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 Ten.ant, or a subsidiary of Tenant, 
from the l're!llises· to another store or a 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 vouchei:s, 
provided, ho.raver, that when any such certificates or vouchers are 
redeemed for merchandise at the Premises (whether said certificates 

·or vouchers -were initially sold by Tenant at the l're!llises 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 merchandise to nonprofit 
charitable and religious institutions; 

6. Service charges, ·finance charges, interest and· discounts 
attributable to "charge accounts" and credit cards to the ex.tent the 
same are paid to Tenant by customers of Tenant, or· to the extent the 
same are paid for ·by Tenant to, or charged to Tenant by, credit card 
companies; and 

7. Charges for labor performed by independent contractors outside of· 
the Premises and aTranged by Tenant 1s ''Home Improvement" and 
''Decorations" DepaTtme.nt, but including the receipts from the sale of 
merchandise from the Premiaes in connection therewith. 
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EXHIBIT E 

SHORT FORM GROUND LEASE 

Recording Reque•ted By 
And When Recorded Return To: 

950 EL CAMINO REAL 
llILL8R.AE, CALIFORNIA' 

SBO.RT FORM OF 
GROUND LEASE 

Thi• GROUND LEAS!: i• made thi• --- day of 

--------~• 1983, by and between the CITY AND COUNTY 

OF So\M FRANCISCO, a municipal corporation, acting through 

~ta Public Utilitiea Commi••ion (the •colllllia•ion•) (•Land-

lord•), and-----------------------

("Tenant•). 

·RECITALS: 

Thi• Ground Le&•• ia made and.entered on the baaia 

oc t.l'ie follo~in9 fact., underatandinqa and intention• of the 

pa.rtiea: 

A. _Land.1ord i• the owner of all that eer-Uin real 

property ("the Premiaea•) aituated in the City of Millbrae, 
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County of San Mateo, State of California, particularly 

deacribed in-Exhibit A heretO. 

a. Tenant desire• to hire the Preaiaea froa 

Landlord in •aa ia• condition and -to ha~~ the ri!Jht to erect 

nev 1-proveaenta thereon. 

c. Landlord ia villiniJ.to l•••• t.he Prmtl•e• to 

·Tenant and to grant Tenant the riqht to erect thereon new 

improveaenta (aubject to, and in accordance with, all applic

U,le lava and regu:lationa and the proviaiona of- thi• Ground 

Le•••· )J provided that Tenant at its own coat end expen.ae 

reaov., relocate· or reconstruct on adjacent real property of 

Landlord certain parking facilitiea located on th• Prmli•ea, 

(defined in Section 2.07 below), all in accordance vith 

written plans and apecification.a of t.andlord and in a aanner 

•atiefactory to Landlord. · 

D. Tenant i• willing to re.ov., relocate or 

reconat.ruct on adjacent real property of Landlord •aid 

par>tin9 facilitie• and improvement.a aa required by IAndlord 

purauant to Section 2.07 below. 

·NOV,_ 'l'BEREFORE, in conaideration of the lllUtual 

covenant• &nd promiaes herein.contained, Landlord leaaea 

to. Tenant and Tenant hire• froa Landlord the Prerahe• upon 

th• t.rlu a.nd coo.di tiona •et forth in that c:ertain Ground 

t.eaae bearing even date berevith all of which 1• ioc:orpo

rated herein by reference, for • term of forty (40) year• 
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from the Ce>111111enc:iem.ent Date pt----------' vi·th 

Tenant having the right to extend the Ter11 tor an additional 

period of ten (10) year• •ubject to all the term.s, covenant. 

an.4 conditions contained in the Ground ,;.He. 

IH WITNESS WHEREOF, the partie• hereto have exe

cuted t.hia Short Farm of cround Lease the day and year ~irat 

llbove vritten. 

APPROVED AS TO FORM: · 

GEORGE AGNOST 
City Attorney 

ay~------~-----~-McMORR.1s M. DOW 
Utilitiea General Counsel 

Authorized by Public 
Utilities Comm.iaaion 
Resolution No. 

Adopted ----------

•t.andJ.ord" 

CITY AND c:oum 01' SAK FRANCISCO 
BY Public Utilitie• Commiaaion 

By~~===-=:-:-"::'.:=:::=-:====--~~ 
RUDOLF NOTBENBERG 

Ceneral Manager of Public Utilitiea 

•Tenant" 

A tteat: By 
Romaine s. 8oldr1dge --.,,.I~ta~-------------

Secretary 
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a<AnD UC 01 nir. UJI n.&J!'JSCO .l.!lll1111!TUTlllJ: C.<ill 

.ummU&C TH! SJJf f'IAJfCISCCI Ammllsn.ATIV1 COD!. u J.DDt~ CNA:t11:I. Uc TH!lt.!:TD~ PltD
BllllT1!1C OtSCllHlW.TlCll UI nil notnn CQtitU.CT'S °" tllJ: CilOlQID 01. 1J.tCJJJSt or UC!.. 
COLD&. CJ.UD, M.Lnruu.L OllGUi. AJICnnl', .1£1.. 50, ISiDllil OLllllTATlmi m. btSJ.JtLln~ 

.ta it car.cla:l»ed by c.U l'mph. ol t.h• City .aiwl Coant-7 ol Sall Yno.ct•cat 

Swc:r:to" 1. Chap:ur UC .1.a added t.o tM. $.a.a FraDCt..,ca .ldatnhtnth• Coil• to r•d 
•• ron.,..:. 

O!AHD 12C 

110tmtSC1ttfl1U.TtDll iw raorn:n tatn.J.CTS 

SU .. UC:,l • .il1 Proe•nr Coornct• to hu:lt.Ui• Man.:Shcrt•~ud.aa Prod.do!! .. 

.&.11 cDAt.ocU~ •a•Kt•1 of t.M Chy aad Couaty ar :Salll h•achco. cir .ea.1 de:p~t-
.. nt tll•riHf. &c.Ua1 ror or D1I b-.half .o.f <h• Ch.7 and County. •ba1l ioelud• lb .. u 
caotr•cu. 1.,a:rcht•1t1r. huu., .co~•••tau ar ocJMr airacacnta 1a-.ah•1'QI itw l•a'*• 
t-catal. or Olli.at' uH of ud prop..rty and a.~rOfr ... tlU tbfreoa ot th.it Ch:.y •Ad Coua1.:r al 
Saa fn.oc.hco. for • pi1r1od axr:rtadha p,.uic.y-alH (?t) days 1.a aay calaod.tir ,.-..,.. whethlr 
.. ,. da.i;ular o .. c~lattve i.oar:ru...-a.t. a provhl.cu obU1•1t1111 t.bll: coatr•c.tG"t". ir•ni:bt•••• 
1 ...... CDDC&a•1oa..1 .... G't oth•r ,.,,, o.f •• u •ITttt.aat. oat io disc.rJ.a1na.l• OA tM 
stouDd or bee.au."' of rM\•• .t:D"loi: 1 crii::•d:~ .. tloiu.1 At"t1l1t., •11C.••try, •1• • ••x. •£SJ,.1al 
o .. i..o.u.1.toa or di.s11bUUr •a••n.at. H:J p•f.an ••.ek.1q acc~attau .. ~Ya:o.t.a1.n 1 f•ci
Uchr•• prfvll•I••• ••N_lc•a. or ~.rahip 1111 &11 bu11ioa••• aoc:ial 1 or 1nhar ••t..bli•lt
-nr:a or ors,.:n.har.iou,. apenUct& tr'* aT wltoa u.•• ar •.al..d 'J'•&l frO~tJ1 •M •b:.t.U 
T•qutre •uc.h. CDGll"&Ct.or. fl•nctiJ.a••~ l•••11tc,. ar coo.t:•••fot)&lrC to 1ac.lwla • •!:ailG 
provldon la. .all 4ubcOGU&cta • .subh••••• or athu .ubo:cdh•h a1n-..au for 4 period 
••cudtq. tu•uty-oia.. UO dayi• in &ti)' uhadar 1 ... r, Vtt.tb.•r by •ill&Uhr or c1.9.llat.1o 
lut"'91lot. let. au•rded. ·neaatiat-.d. ar lllltc:r.d inl:G thar~undn. 

~~ J)a{hir.!OP~ 

A.a u.M. 11l tht• diapr.n th• tan1 

••AC•'' lDr C:b• purpa .. of aaab•Ub.1~ nfcu to ._ad •ti.all t11cl.udc •DY paraon 1i1bo tul• 
•ttalad. Che- &I• of •lahcaan (U) )'•at•• n:ccpi for boa.a Ud• ••11.iar ·ddno a:tl*D.iU .. 
ttoo•· · · 

... Coauact"t •hall •AG .n.4 tatlud• Ml aau..-at H .ope:t·•u fs:i:m o'I' ub btJ• Pt real 
prol)41'ty of 1:M Chy alNI Couot:J .gf Saa. rraw:hco 111. t.be o,.ut.i.Dra a1 • lM4dDeH,, ~i•l. 
o .. •tb•r ••t.blJ.•*al or o:K'a.-;niu.tloa, ' 

~Coar.1" .. cl:.e1rot .,.,aa ••7 perao.a o.: 1>41r..011ia. Un. pa.n.a.1<r.h1p, corpor.i:Son,. as- comhl
..r.to1t cMr.-.1 1 vbo •lt.t.•r• lD.~o a cOflttatc la ~r•t• fr09 or .. u u.• of r~l fl"OlJ•rty 
ol ca.• Caty •.Dill f;.o,llDt)' o[ Sae Fl'an.tiaeo tn th• O:PH•doa ot .&. bu•lMH1 •octal. or oehu 
ut,1.blhh•a~H •r •r1•nful!.oa. .. 

11$ubco'lltr..ct" •hdl •a.a an.a J.a.du.d. .. .an •&"r••M•t GT' CDllfUCt vndn Ol' aubordiNt• 
.to • prt- coucuu • .franc.bi ... lu••· or coo.c••aioa to op•r•t• froa .or .,.k• u•• ot rul 
p~p.a.-icJ al thM Cil1 •ad Caunt.7 at Ian hanc.heo Ut cl\c .u.tloA af • ~10411. 1od&l 
... or..._•J: aa1.ahli•t-Dt. aT oll'a•ti.!urJoa.. • 

"'C.o.nc•aato-a .. tnclud.a .. 1r.a1)t of ·lsbd. Pl" oth .. r f"OP•n:y by or cto b•h.aU' at th• CH7 
•Dll COVD:t.r -of !S.n r..:uct..co to • ••r•ga, for the '(Riltp1H• or "H: •p.11ctf11t.il tu uid. F&:nt.. 

•eoa.cc•dDo•lre .. •h•lL ... a •llill iacludr a ,..T•Oll vhtJ i• l'.M ST•o.t.ac or ~nd1clary 
of • <.oM:Uatoo. H bsniD. de Un.A.. . 

•J'r .. DCht .. " ab.all ~Jiu ill:a4 tiw:tuct. • ri1b:t or llrivflc1• conhrra4 hy &nnt from. the 
Cit}' aDd County ol Saa. fr1mc.t•ca. or UlJ' coouecthia •l•P<CJ ~he'l'aaf w •DI( "W••lc:d in •M 
•1:1Plor1•1n& • ,..r~ t• <C•adoc1. •~ ._.1,..••t ~!al. 11'1' otb&% acs.1wlt1 •• la. •pad U.d 
'-: .. td IJl.&.al .. 

.. J'rand:i.hH .. allaU _.a. .... iricl...,. • plf'Pll .,tao i. tM ITdtu OT b~ttcl•'f7 of a 
lr.-cht•• .. bara1a claftoad. 

'"1.&tu~11t"" •"-ll .eao .&Dtl 1m:lwt• • eoa.tnct~ fTaac.ht ... l.11••• 1 caac:csaloo or ottwr 
.a.sr• ... •c: to opt"ras- boa or .. u· uH of rul pra~rtJ af tbe t:it.y •n.d Cou:uty of $.tft 
P'TIPld•co h ill• o...-rat.1oa al • U.•io-.••· •octal or othar ,nabll•h•nt ar arg£o1UE!oD. 

.......... •b•ll .,..a.a and iocblir.'t• • coutract: by 1'4\tch tM tlty aad ~t.)' ot .~u _ 
fl"&OCt•CO• .Or alJ c.oDt"tACi::·lD:I Jl.SlmCJ dur'l'eQf 1 ll"Ull'.• (0 • fMl1"9aD 1;~ t..-ponry pa&acadalll 
aa.4.· uae oJ pc-apart.)'" fi,r t.,.1'4a sad tN. lnc:.r •v••• ~ r.np ih.m •- r.o c.bt faX'*:r 
·~ • futUI'• 'Ct-, . . 
~ ....... ah.all .... -.a.4 laclud• a ,..ire= or 'U"Jajl.Qt: t.aU.a.a: pa• ... d•n cf "ttal ,r0941:ty 

m!Sli.-'t" • lAaM u iwlr•h fso'ri'-d. 

''SublUu"' •hall llUIA till iActu.d• • lu ... •J vb.Jc.bi • ....... oc ta11n.1 11i:.:au 
01 bt• to cotb.:r ,.r.aa part dt all af Ut lu• .. rul p'l'DJ'9tt7 hi' a 1tw:inin: f.•n 
&rad ~dt:t' which ad.cl i ...... or tesumi ,.Id.•• .a.. rtibr: Or ta.cnHC ~u tb• 
Orltt!i..1 1 ....... 

"'le.al Fiopc-cty" 1hall .-an pd h1dud1 lall>d iD· whic:b the ChJ •twf tou.at)' ttf 
SlJI Fund.co bold• .a le1al Jatcn•t au.d 1-prav-•tih ta .-.si11 r•.d pnp•rt) .. 

"&:11!1" •hall i:Md th• ch .. ·n,ctct err b•J111 -1• or 1.,.1 •• 
""'Sits.ual OrlitaOUO'P .. •h•ll M.&D 1.111 chain of bu .. • llK'l.all' ••J.:a.aJ p11rto•T .accoydh.1 

u 1cn.dcr .. 
.. l>tub1Uey!"" h,,. phydcal or .. nul iapd~ot wbld Mitt Ddot. Mb th• pt:U411 

luc•p•ble of aa\.iaa u•e of th• .cco-.od•r.iosui, •dva.1n.•1••• r.act.liU.H. priv11e•it•., 
Hnri.c- ar ...,_rabip ta buai~•. uc.Ul oc otti.•.- ••C.•lt.lS•t..o.t• or O'l'1•n1..,.r.tau 
vH.b a T•a~b.la acc~Ua.a t.D hi• •r bar d.tNbllhy. •lid d.o•t DD.C _.. .. , &lH paraaa 
11!.Cap•hh of ...Uni tGdt u .. tD. • aamMt' "9.tcb vi:n1ld nat W1MS.aae•r bi• o-r h•r lwdth .. ~ ~ 
uf•~7 or tb• Malth •M ut•t.1 •f och•rt. 

-i .. ru.a.t'f ahall -n. th• p.u:-acu H' pe"t80M, lillll,. p.qi .. "i"shlp, corpor•do• 111:r clM!b.t.
ucioll i.M"r•at vha' .ct•r &aco • c:aa.[.~.ac:.t:., f'laAdti••, 1••••• cou•••iClll tt" otbc'r •1r .. -
.. a.t. h1wlvto.1 ti... h1H. nis~l ar ath•ll!:' uaa 111 rul •ntp41'CJ aa.111. lapr~t• t:h•r.on 
Df the' Cil7 pd Com:lty a1 hD h'am:iaeo .. 

~ Voadt.crJatn.attoe PratriUoa.a ~• l'Tap:!U? Ca11.tracta. 

t.v•ry contract, tnJ:1uht••• lu••, conc:aHiaD: or at.bu •1r...-nt: ••t•rad int:o hy Mlf 
•1•:nr.y cf tba City and Couat:)I of ,..Di l'l:'•o.ctiico. o'f •DJ' 4•p•tt1Mllt r.b..c-t:ot., i.mol"111.a. 
th.a 1*u•. rcni:.al. O'f Dth•r tll4 cf r••l ~ro,crir:y 1D4 illp•a.,,.~ th•r.oa af tt. City 
and County of s..u rnodaco for • ,.rto4 ncH41aa t\IU.C'f-.ioa (2ii) .&a7• ia _,. caltn:Ml&r 
yur. vbatlicr by .S.npbr ot ~l•tl•• lutruwct, 111ball '1•ouh. EM p"tu.i•t""' 
!ollOW":lal• ..tiicta .w1 h ~ .. lM eoa.dt...c~i.ld.oad.oa Jl" .. td.ooa of ~ ,..-~rt,. 
ie.001.ract.. 

In tha ~rroraanc• of tbU coatr•ct1 th• HJW.nt •ll'H• •• tDllw•: ~ 
(.a) 11M lc:o•~ or •ubta:o.aa~ wUl not d&•crJ.aJ.tLat• •JdDat au7 P<*Tea'll •Uti•& .K~ 

datbD•· itilYaD.UIH· l•.c;U&ti••, •riv1lii1••· .. n-ic••· or ..wir.hip i• t.ha buai.1111••· 
•i>eial or ot.hn Ht.ablhhNnt Ol' or1p.•uctaa op&n.tiad by 1N ta-naDt ar •ubl.u.nt .oo tlw 
Tul pYopn:t.1 of th• C:lty and Cauaty of lap. Praach~a 1 on lNr tnuod at b~ul:.atl.W 4f r.a.ae, 
c.olor. c:reH. n.at1onal orl11n. aa~••tey. •1• 1 If.a• •.-xu.al ariact..atlati.• oC dl•&bilU.,. 

. (b) SbouU t:.h• teD&nt ar aubr•'D.&bl ap•1'•te H • a.sabn•hip ors.-n.bet1aa. tb• CezMnl 
wUl pu-1£ •cceu ic:o hU .. .i.arthlp n..c.ard.a, 'tbl.H~ "nJUbti.ou uid ot.Mr swrn1.At1:1:1t 
d.tt•, bJ th& aw...:din1 autboritJ• O'r ttwi S.n J"raoctKo !di# ltabu CO-.iH1oa. (er tb.I 
purpo .. a! tavuU1aUa1 to .. P•rtain COlqlU•a.c• tiiitb tba nocdiaitrill&nacJ.oa proHdou 
of tbh ccnrn•ct. a11d OD. raqu.•t: provtd• t1•1dHe• tb&t ba1 or vtll CdlflJ' vitb tb. DCD .. 
dbcrl..Si:tatioa provUton• o.t th!• cantr•ct. 

(c) That uaanc Dr auhtaa.aa.t •ti.ill ba dH•sd to ~ bra&c.Md U. noa.d"lacrt:a!Aat._. 
pi-c•bJ.oa& of t.bl• coan:ac.t ~' 

Cl) A flQ.lfh,1 by th• Dlrtc:ror ot tbs Baa Pt•llCiaco lllkMa ltsht. eo.tauoa oT 
•""'h at.bu· o!ttdal wtia -y 1ui .l.Hi•natad by ~b• 1ll.911ft. U1'hu C-.S..dn. thd 
tanoaot b.t1 vtUul.lJ rialat.d. •w:.b CADdl.c:ria1m1t.iDn pr..wi..&o~. 

(l) U,CtOfl tue:h ltndt11:1 by the 'Dlr•ecar rd th• Kua.a liab.u C.-lauaa.., or .or.hn 
ofU41.aL dt:d111.acad ~, ttt. Jluaan ltshu Cma.11..tu., U1 .avardtq au1hl:lrtir1 •M.11 
nottf:r tiaou.t • .or aubt..eoa'dt. t.b.-t. u:nlttaf )l.a. de.s1i.Urallla to lbal ••UdacUao. of the 
Diru"t.cr of ~· 5.ac. P'ranciaeo ~ 'liaht• CaDl.1H1ou. .ow •tltai- ofUct•l •Hfsn.atad 
'by t.ha lluaaa J.i&hta i:c...tuioa. vtthia •LllCll 1'•a•oqblA: "P•riod H t.ha twtu.A listu:a 
~&•loD ah.all .d•taralne, Pia<. 't.. 'l'faJ..ct'16a h&JI bila. .conact~. Jlat!.aa "111 ba 
tP..a •• Ht; 1Anb. t.n aubpat"•Jra.ph (d) .. 

U) TM Hu.aa l11hta ca.J. .. ion. ahdl • vlth.ia r.ca "7• of tM. C..ta -of :l.Hua.o.t• 
o1 ny Udiac br (h.• Dlr•cU.r ot tbc lhtu.n k11ht• eo-.u•lOG M rUbn ofltd.al 
da4J1illit.d try tM c.,..,J. .. loa t.a r.b.e· Uitorc...-o.t o.t tM• cbapt:•t'• adl to .any para.ao · 
or ~r.aa.a. al~h(•d \.7 014 f.lad!a.1 1 • capr af IUfd UDdlUta. ta .. t.Mr vitb wrtn.c 
DOl.1c• D-l b.t.-S:l'pr. t.o •ppa.111L lla-U.~ ot i11pp.al JllWll: be Ul...S iD Wl~11l• vi.lb Eba 
Cbail'allJI 4fc.hil eo-.t..•1°" vUhla 20 U111 of th.a dat• ot •illnl; ._J4 C.OPJ •od. oatleaa 

(0 For pUl'pO•H of •pt>9&1. :proc: .. dipt,• u•dar tbla .11.c:uoa. a ,uona •hdl c.on.
d•t o! debt aeatHlra of th.a C.oaah:do1t.. ~ 'lf•l• o! tlWI .. jol'tt)' c-f th• hll 
Coiialulan •ii.all be n•c.•aary t:A afUiw,. rner•• or .,,41fy aucb li•tl•tOb•.- cn:d&r or 
ocU1•r actlt:JQ J"«Odtud hanuad•;.~.. thould a -...!i•r of JM &u.an l.l1hh COcd .. to11. boll 
dr.ala;u.t•d und•c kCl;lG~ 12!J~ 2 (it} (1) Gf tht. C:Oll[flC'C ~ th.c.t U..lHt•r .. ., aot 
p .. .nUcip&t• ~o .a •pptt•l qM..eT cbh -.cuoa •K•pC ... • vi.:,,.. •• · 

"' -¢ 



""" ..... 

U) Thi pnstd&.pa aff.lcet of the Com:1H1oo ahAll h.w. UMl powr to adalnht.r 
ouh• to witoeH .. • Jn appc•l• befan the C:O-hebn UD:d•t lhh HCt.1011. In th• 
e•imt th.ai: any p•rM11 •hill f•H Of nhH to •pp«ar u • vltnHa h any auch pro ... 
chdfna aftu hdn1 nq .. .te-d to- do •.o, .ad U ll ahall •pp•u ta the CcrJ111l .. fon 
that ~h tutt.Da7., at" boob., r.card•, doctmma.t.a C11' otbc.r; thln1• und«r hh control 
1n utl!rlal and ralrnnt •• nldinc:• li:i tM: uttar 11ftdn caaddl!ratloa tiy tlte 
eo-!Hloa-111 th« pTocudlq, th• prHidln1 oH1cu of the. to-a1n1ori aar •ubvci.,n• 
aoch person, nq11trin1 hh pra .. nca at the- procudJn1 aod nqulrln& hla to bring 
1uch boob, neard1 1 clocUM:or.1 or othu thin&• under itia tO'atral. 

U) Ul .,.,....i. ta this 1fmims l.iahta ecr.tastn ahall be opm ta pvbllc. 
tb.sput.toa. Upon rui::hina 'a decblaa. Ja an7 •PP-ul. tlM: c-iHJon ahall 1.lT• 
Vf'ht«il DDtlca th•reof to tti. Dit•ct'.ct cf tha lt-n l11hu C~Hlon, er othin 
aftlclal dHignatcd Ly the HU1111n 1.llht9 C.0-iadaa, and tbc •vrdlant or appdhat•. 
Thli du.t•loo O( the C:O-J:adaa •h•Jl b• fin.ml •nl•a•.•lthla. J.5 day• of lh• Ullni 
aftd "nice: of wrttUll Datlc• thlllrmf •pptoprt.u ha:•l procelf'dbpi al'• Uhd ta 
• ~t of co.pctetlit jarbdtctioa by llAJ pert7 t.a thU contract. 

(1) U uq i.na:at or •nltt .. nant aadomr cctt11ttact to tM: CUt •rJd Coanty of 
l•a h'anchco •hall r.u to llpp••r at •a •ppe.al proc:fltdtna Df tb• Co..lu!Da •ft•T 
hnta1 b .. a 1tun vtltt._n. notlc• to •ppcar, •uch failun ta •pPH ahdl be around• 
far c•nc•llat!on of the caatt•ct or •1d1cantr•ct •nd such hnant or aubtenaat •ball 
bt d•GMd to- han forfdud all right.. hndtta aad prbtla11:H t.hn·eundu. 

(~) . TM 8-a 1.1.abta eo-i..acm of ka fnacbco •"-11 p1"0WUl1•ta rulH and 
r-nhtlou for th• lmpl~atnlon of the oondbcrtdaatlcm ptOTidon• of 1.hb 
contract, •ad avch rul.H •nd n1ulatlcma •hall, .o far•• practicable, bl! at•Un 
to thoH adopted ta applicable fttdnal ... :cutl•• ordd'I. 

(d) A btHch of tht 1Mmdhcrtaln11tlon pnrrhlon• la the pufonartee of. tlib coatnct 
ab.91 l 'be ••eaed b7 tba CU:7 and County of S•n FTanclaco to be a .. ttrlal biuch of c~n .. 
l'l'act and bHl• fttT d•tattlnmtton Ly th• oUlcu, ho.rd er avardln.-, aur:hortty ruponai-, 
bh. for th• •-rdtns o.- l•ttln1 •f aac.b coatr•ct that th• t9:1Wnl or 1ubtenant lt 111 ~ 
11n•port•1lil• tSQ.ant, 1•••••• lT•nchl••• or canc•••lonatn· •• to all fut"ure i::ontract• 

!~r ~he (;;I! ,:!r!e:!.·=~~~!!" ar 
5=~1r~~~r:.:;b~:!r!:1=:r:;•!!, °:';r!::.: ~:r!:c'n-

toi.ttJ' with th• aondbcd•ln.atloJl provblooa o( thh contnct, ba dlotl'«'d to act •• • 
t.ru.nt or eabt•o.a:at m:ad•r any coau·-.ct. JDTDlvtn• the le•••• rant• I ar athtlr ual! of real 
propert7 aDd l~ra~nt• th•tffil, of tb. Cit7 and Cou.nr:.1 of San rram::laco. 

(e) Mathln1 coat.tued 1D t.hh cootrmct •ha.11 li• conalrued la any ••nnU 10 H to 
prrn!!nt the Clt1. •ad Count7 of San Praod•co ft• pur1u1P1 any other H•l!diH that NJ 
h ••allabh •ti ... 

sr.c. uc.•. e..aa 11aht11 eo.atHtOll l'Mp!!!hd. 

th• San Franct.co· B...a l11bta1 eo-t .. 1oa, tu pnd'1aa olflc11T eod tu dlr•ctOT 
tn bcnby atanted th• powar ta do all acU and eurclM all powra flhrred to let 
Sutton lZC: .. 2 Mnof, 

~· r...i1n1, 

Tb• loa.ri or Sapardton •ha.11 .,,ioprUte e-.b fund• ff'C79 thl 1coeul fund of tba 
City and CoUntr of S.o l'n:ocl•et>., ••bJut to bu!aet.a:ry ad Uacal pnnldom of, th 
charter. •• it •J d..,. neceaaary for •nfarcRIM:nt of thi• ordfnmic•~ 

S!C. UC.6_ S!nnbllltJ· 

tr cn7 dauH, Matne1. ,.. ... ,rapt, or ,.rt of thb tit.1• OT th• •ppllc11tion thut
of to •llf p•nan ar circmtitar:tcH ahall, far mry na1on. h adjudgd by a com:t of 
c.oap«tcnt jnladicUon to ba ta .. lU, au.ch jvrf.Mllctln ehall not dC•ct, iarpair al" 

lanJJ.dat.• tba rn.aiader of thla chapur. 

rift.at , .... 1.-rabniary 2a, un 
ApprDTed b7 tc.7ar-Haccb 11, 1'71 

~ 
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1 (Ground Lease) 

•• 2 APPROVING AWARD OF GROUND LEASE BY PUBLIC UTILI'I'IES COMMISSION 

• '3 · . FOR A TERM OF MORE THAN TEN YEARS • 

4 

5 

6 

7 

'll/84 8. 
Ls 
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10 
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· .. ~ .:r. : : 1 

I 14 . . . '• 

15 

16 

17 

lS 
; 

l~ 

2C' 

21
1 . 

22 

23 

%4 

25'. 

26 

27 

28. 

Be i.t ordained by the People of the C-ity and County of San 

Francisco.: 

Section 1. Award by the Public Utilities Commission on 
· ~ace Retail Co~ratian . 

· November 8, 1983, to -r..ptJ::lrl'ff.tfJ.!f.JIJppftll/¥/Jt!tvl;.t#, 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 mere / is 

he~eby approved~ 

APPROVED AS TO FORM: 

GEORGE AGNOST,', City ,Attorney 

9ll6C 

.. 
'. 

, . ... 

·:· '. l 

" . . 
·c 

. 
~I••~ • 

.~ .... 

I:." 
. 

. t! 

RECOMMENDED: 

PUB LI COMMISSION 

By~~....._....,_...;i.._~~~~~--.,~~~ 
General Manager of Public 

.utilities 

,·. ,· 

. ~. 
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Passed for Second Reading 

Board of Supervisors, San Francisco 

. . APR 16 1984 ................. ..:S~ii:: ................. _ ... . 
! I 1 1 • 

Ayes: Supervisors ',_Hongisto, Kennedy, 
Kopp, Maher, Molinari, Nelder, Renne, Silver, 

fJ.KER :~anl. •-
~I11s: Sapw visout.~ ... , .. , ....... : ..• : . ..•.. 

• IL ~ • • J • ' • • ~ • f • & ,. I I " • • • • a I • • ,- " a. • • • • I • t .. • c • I .,. I 

, . __ . BRITT'C-1 WARD~~ 
Absent: Supervisors ....... ! ....... -.-! .........• ~ .•• 

• .. • ~ .. • .. .. • ~ • • • .. • • • .. • • • • ......... ., t ......... ~ ........... ' 

(:§:ff:~ .. : 
File No. Approved: 

Read Second Time and Finally Passed 

Bift t!~.risors, San Francisco 

A S . BRJTT J H . t K . d yes: uperv1sors ~ . .. ong1s o, enne y, 
Ko~, Maher, ·Molinari, .Nelder, Renne, Silver, 
IH Wlilo Ward. . . . 

otfl s . . . 01• 'f P t•-W .• • • • • • • • • • • • • • • • t • • • • o • '• o 

. · • · . i YJAI l/t'.D :: . . i 

Ab t S . T'L ' J ""4Y.I\ ·' . sen : upervu:ioT ....... _. , .. , ......•. ~or. ·.: ••••. 

'• •I 
I 

·. 
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-~uauc UTILITIES COMMISSION 

CITY o\ND COUNTY OP &AN FRo\NCISCO 

.\ WllBREAS, t:he San Fcanci&co Water Depactaent owns 

approximately ,.752 ~cres of land At 950 El Camino Real in 

Killbue# Ca,lifornia,· whfcb is exc:ese to tile Water Depart111ent 1 a 

present needa, and 

WHEREAS, pursuant to the terlllS and conoitions of commiaaion 

Resolution No. 82-310, adopted July 27, 1982, the Wat:er 

Dep.llrtlllant p11bl,iahed an ·invitation tor sealed bids for tne 

pucpoae: of awarding a ground lease of said premises for tn'i.rty 

(30) years tor ooauaercial use and on otner terms ana conditions 

provided for in the proposed lease1 and 

WHEREAS, aealed bids were reoeived by the Water Departlllent 

frOll orchard Supply Hardware, Lucky Stores, Inc., and K'l'W/C~H, 

wbich bias included the following minimu~ ann~l lease rentalas 

and 

Orchard Supply Hardware 

Lucky Stores, Inc. 

$1SO,OOO · 

"$144,000 

$lli,001l 

. ~ 

Jf. 

!..;,. 

WHE~S, th• vaiuea cf the three bids and the 1 ~ 

quAlification• of all three bidd&ra have been considered b~ 

COmmisston in ordac to determine t:be successf~l bidder; now, 

therefore, be it 

RESOLVED, that this Col!llllisaion hereby awards to Orchard 

Supply Hardware, as the highest, responsible, qualified oiddec, a 

9round lease for co1UA2ercial use of appro~imately 4.752 acres of 

land at 950 &1 Ca•ino Real, ~illbrae, California~ copies of wbich 

:~~\~ _:: lease are on file with the Water Departmentf, for the term of 
""" '..!" ... ~-, -

... ,. 1 _, 

''' ., -- .:i: «:> 
:i r .. "' .. '--: 
~ .. ........... t., .... -, . 
~t;.:;t;~ ~ 
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PUBLIC U'TILITIES COMMISSION 
ClTY ANll' COUNTY CF BAH P'RANCJ:SCO 

RS:SOI;.UTION No .. ____ _ 

thirty (JO) years iiftd at the miniuius rent and oveca9e and on tne 

other tecaa and conditions contained in said lease, subject to 

conUtaation by the City' a Bo~ud of SuperviaonJ and be it 

FUJl'l'ffiK RESOLVED, tbat City'~ Board of Supervisors l'M't 

requested to appiove, by ordinance, award of aa1a grouna leaae1 

and be lt 

PUaTBER RESOLVED, that upon approval by the Board of 

Sup(trvisors, th4 <;eneral Manager of Public Utilities is nereby 

autbocized ~4 directed to execute said lease. 

9C83C 

·' 

I horeby certif'Y that the foreg1Jing rt:so!utio11 was adopted by the Public Utiiaies Commission 

at it.r moirting of _____ N._~_VE_M_BE~ a ~ . . • 
s~'""'>'• Mlk U<W•'4 Com~ 
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(Grounf] Le~se} 

APPROVING AWARD OF .GROUND LEASE BY PUBLIC UTILX'l'IES COMMISSION 

FOR A TERM OF MORE THAN TEN YEARS. 

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

Francisco: 

Section 1. Award by the Public Utilities Commission on 

November 8 r 
, Grace Retail Cor:P.<1ration 

19S3, to ·(/Jf:/:lrtf!.t;J./filr/--Pt?Ml'f.Atm~t#, a Delaware 

corporation, as the highes.t, qualified bidder, of a ground lease 
·.• 

of 4.757 acres of Water Depattrnent land in Millbrae, California, 

for a term in excess of ten years and ha~ing anticipat~d revenue 

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

hereby approved • 

APPROVED AS TO FORM: 

GEORGE AGNOST, City Attorney 

... 
•' 

9116C 

.. 

' ' 

RECQMM.j;NDED: 

PUB LI COMMISSION 

By~~-'"-_,.__-"-~~~~~~~~~ 
General Manager of Public 

Utilities 

... 



SHORT FORM OF GROUND LEASE 

This GROUND I.EASE i.e. made as of this Z6n:Jday of ~\\_ 

1984, by and between the ctn AND COUNTY Of SAl(fRANCISCO, a municipal 

corporation, acting through its Public Utilities Commission (the 

"Commis ll ion") . (''Landlord"} , and GRACE RETAIL CORPORATION, a Delaware 

corporation having an office at c/o Orchard Supply Hardware, 

1555 S. Seventh St., San Jose, California 95112 ("Tenant"). 

RECITALS: 

This Ground Lease is made and entered on the basis of the 

following facts~ understandings and intentions of the parties: 

A. Landlord is thz-~wner.of all that certain real property 

· \· II I 
("the Premises") situated in the City of Millbrae, County of San Mateo, 

St t; f C 1 .f ' n . (l~l d ;,_--r;,_ d ' .,,. h'b' A 1 h d a e o a 1. ornl.a, p!l_rt icu· an/ y ~scrJ.ve in .. x 1. it - ere to an · 
• \ •; • \ r· I 

shown on the su·rvey attachEi~ hereto as Exhibit A-3. 

B. Tenant desires to lease the Premises from Landlord in "as 

is" eondition and to have the right to erect new improvements 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 applicable laws and regulations and the 

provisions of this Ground Leasel. ~ 
NOW, THEREFORE, IN CONSIDERATION of the mutual covenants and 

,. promises herein contained, Land~ord leases to Tenant, and Tenant does 

hereby lease and take from Landlord, the Premises upon the terms and 

conditions set forth in that certain Ground Lease bearing even date 

herewith .all of whic:h are incorporated herein by reference, for a term of 

thirty (30) years from the Commencement Date of __,tl\_ .... ~_N._,___\._.,..1 _.\_q""fJ\:"""'"_,_. _, 

with Tenant having the right to extend the Term for two {2) additional 

periods of ten ( 10) years each, subject to all of .the terms, covenants 

and conditions contained in the.Ground Lease; TOGETHER WITH, and Landlord 

hereby grants and demises to Tenant, a nonexclusive easement for the Term 

of the Ground Lease and any Extended Te:rin of the Ground Lease over a 

portion of that certain parcel of property owned by Landlord and situated 

immediately adjacent to the Premises, said easement area being more 

5422A.-030284 
ORIGINAL 
NU MB£R
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........... ~ ........ 0F 

.,.... .......... 9. ......... E'.XLCUTEO · 
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particularly described on Exhibit A-2 and located within t' ~rea shown 

on Exhibit A-3. hereto ~nd designated thereon ae "Ingress E. r..gress 

Easement", for the purpose of ingress and egress by Tenant, its 

subtenants, ·customers, 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 Premises ~nto El Camino Real 

at the signalized intersection. 

IN WITNESS WHEREOF, the parties hereto have executed this Short 

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

APPROVED AS T'O FORM: 

GEORGE AGNOST 
City Attorney 

By ()1i;11uomi (}y,f1v 
McMORRIS M. DOW 
Utilities General Counsel 

(SEAL) 
Attest: 

"Landlord" 

CITY 
By 

"" 

By·...,.,...!J,~~,.!..::::==:=:::.~~~~ 
RUDOLF NOTHENBERG 
General Manager of Public: 
Utilities 

"Tenant" 

GRACE.RETAIL CORPORATION 

ny Yc~f/~By £~,t#r;;Z_.~. 
-'Assistant Sec:retaey Edward H. Tutun 

President 
LEGA 

RE 

- 2 -
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EXHIBIT A-2 

DESCRIPTION OF INGRESS ·& EGRESS EASEMEl'IT 

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

Commencing at the northwest corner of the Lands of the City and County of 
San .Francisco leased to Orchard Supply Rarqware in the ~it)• of Millbrae, 
County of San Mateo, State of California and proceeding along the northerly 
line of said lands North 53°46 1 East a distance of 79 feet to the TRUE POI~T 
OF l!EGIN!\ING~ thence continuing along said northerly line Rorth 53°46' East, 
·a distance of 42 feet; thence North 36 °14' West a distance of 2 .O feet; thence 
along a curve to the right with a radius. of 4 feet from a tangent bearing of 
South 53"46' West, through a central sngle 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 a central angle of 102°12 1 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 .O feet, through a central angle of 6°59'46", 
a distance of 17.95 feet; thence North 36°14' ~est a distance of 27.14 feet;· 
thence along a curve to the right witb a radius of 120.0 feet, from a radial 
bearing of North 29°51'09" West, through a central angle of 35°44'37" for a 
distance of 74.86 feet, to a point of reverse curve; thence along a curve to 

E. 

the left v.it.h 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 northerly line South 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 radial 
bearing of South 73°15'36" East, through a central angle of 23°01 1 43" for a 
d~stance of 7.23 feet; thence North 39°46'07" East a distance of 10.77 feet; 
thence along a curve to the right with a radius of 43.00 feet, through a central 
angle of 45°10 101", for a distance of 33.90 feet; thence I-forth 84°56 1 0.8" East 
a distance of 31.45 feet; thence along a curve to the right witb 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 a 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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LAND USE PERMIT 

GFlf-l 700-85 

,. 

-.. 

(hl!Tdnafter called ·"Pmnlttee"') to ~.PY and utlllte tht follGW!nr dncrlbed parcel or premlset owned by lhe City 
Jnd Caunty of San FramllCO Clurtelnafter c111Jed "City") and un!fer Jurlsdletlon Of tlle Waler Ileputment: 

~ and within Parcel: 18 of foJ:llle]; Mllnj.. right· of wey according to San Franciso:> 
Water ~part:nalf; records and as ahcwn an San Francisco water ~t l:!rawing 
N:>. C-1183 attached het:eto am nacs a part hereof.-:-·--·_.··-·_.·--·------

tor the P~ of. inStalling ·a 6-inch VCP sanl.tru:y sewer and a 12-i.nd{ tcP stm:m drain 
to serve the Ordlard SuJ;:ply Haz:dware's lease of r-nri.i,on o:e Water ~........__t's Millbrae l;'ard. .,..,. · · ,.· · · .~ ... ,..,.., 

. . 

pemilt. t. ll!'llllll!d 1ubM to th& foUowlnr condltlom: 

L' U~le'..~ 'othe~ aPedfte~ Provided herein thll i>ermlt lhllll bee:<nne etrect!ve when Ut., Public UtOltlet Com· 
· m!Ploit· or ·ltf rruth<lrtmd reptetentallve lllld the Pmnlttee h•ve 1lpied It. A copy altall be furnbhed to Pet· 
· m!ttG.; · · , 

2. Thl• permit dota not con1tltut& 1 Jew, de'ed or RnJ!t ol an euement, or Of a fH lniemt by .City. lt It not 
tramterable ot aulrnable, 111d .II revocable at an,Y time at the option of the PubUo Vlnttlea Commlnlon. 

.J.- The 11111 •uthoriied by thla permit II lln!lted JOlely to the PllJ'POlff aet forth ~In. and, eJCcept 11 npmlly 
herein JlTDvtded. COIUltructJon, excavation or lnttaJlaUon of 1tructUl't1 b ttot authorlud. 

(. Neither City nor any commlnlon, boa?d, offlci!r, or emplayce thereof shall be held !'e!po!IJlble or liable · tDt" 
d111ru11e to any property ot thit hrmlttee ln.taUed or located on the Pttmhea coverlld by thll permit. 

5. Ptrmlttu shall at an Umes keep ctty'i lands Jn &ood 1111d a11htl7 CDndiUon, 1c> far ae the wne mu be aJ. 
· leicted by Permltt~·· operation bareunder. · · 

Et In tb.e bVent City Institutes and prevallJ lri 1111 ar::Uon ror the ~ntoreernent ot 812¥ ot Ill rii'bll h•reunder, Per
mittM" Will pay to Oty 111eb reuonable 1ttorney1 t- u may be d9termll11rd by tM eourt."11 part of the 
oosU ot such tellan. . 
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EXHIBIT A-1 

DESCRIPTION OF PREMISES 

All of that real property situate in the City of Millbrae, County of San 
Mateo, State of California, 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 and 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 1 West a 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 1 

West 428.24 feet, more or less, to the northerly line of El Camino Reel; 
Thence along said northerly line south 46°53' East a distance of 336.00 
feet; Thence leaving said northerly Hne and running parallel to and 
distant 50 feet measured at right angles northwesterly from 9Bid line 
between C.M.P. Coleman 175.20 acre tract and aaid Custodio Silva 168 acre 
tt:act, 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 less. 
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EXHIBIT A-2 

DESCRIPTION OF INGRESS & EGRESS EASEMENT 

All that certain real property situate in the City of Millbrae, County of 
San Mateo, State of California, described as follows! 

CotU;IDencing at the northwest corner of the Lands of the City and Coi.mty of 
San 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 1 East a distance of 79 feet to the TRUE POINT 
OF BEGINNING: thence continuing along said northerly line North 53°46' East, 
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 tangent bearing of 
South 53°46' West, through a central angle of 90° for a distance of 6.28 feet; 
thence North 36°14 1 West a distance of 9.46 feet; thence along a 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 a 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 35"44'37" 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 Call!ino Real; 
thence along said northerly line South 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 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 6 46'07" East a distance of 10·,77 feet; 
thence along a curve to the right with a radius of 43.00 feet, through a central 
angle of 45°10 101". for a distance of 33.90 feet; thence North 84°56 1 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 58D49'52" for a distance of 39.02 feet; 
thence South 36°14' East, a distance of 9.0 feet; thence along a curve to the 
right with a radius of 4 feet through a central angle of 90 9

, 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, ~ore or less. 



.11 ~f I 

I. 
15 

.I~ 

~
~ 
;i 
.& • i 

• r; 
Ii 
11 
It 

,, ' 

.· 
I ,,,,,.#~· 

... 
PIM/#6 Ll-.te -·-,,,., At:Cl:SS IMN:_,. .... "" .. -.... .......... .,..... 
..... ..-.. ~ 

• '' 

EXHIBIT A-3 

'KIER & WRICHT 

- f CIVIL fNGINUltS & SOltVfl'OltS, INC. . Jl50 Scott l!lou...,.,d • lulldmt .22 ·-S.nu Clo••· C.UforM IS0$1 • 7%7466~ 
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LAND USE PERMIT 
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P\lmlllftt to .uthorlt¥ aran~ bv the Public Utlllttet Commlmon, ptnnlulon Lt hmlb1 11'11\"4 to 
, . 

• .. 

(Jmelnatter ealled "Pemdttn"} to occup)' and utlllill tht following dnctlbed parcel or pmnl1tt owned by the City 
and Count)' of San .FrancllCO (hetelnatter called "CltT'l 11nd un~er Jurisdiction of the Water Departmellt: 

Alpng and within Pa:rcel· 18 of foII!lell' b,i right· of way acoordi.ng t.o san Francisco 
Water Department reo:lrds and as sham on San Fra.ncisoo water ~t Drawing 
N:I. C-1183 attached hereto am nea;, a part hereof.-·--·_.·-·_.·--·-----.... 

far the PIU'PDll of· inStalling ·a 6-inch VCP sanltaxy sewer and a 12-indl N:P stonn drain :i: ~;,,~ ~y Ha:tdwa:r:e 1s lease of portlor! ,q~ .Waf;er .~t's 

permit la i!'llllted 1ubJeet to the tollowtna eondltloM: . 
L UnleH otherwtle apeclllcally provided herein thll permlt ahllll become elfecttve wben tllt Public UtUltl111 Com· 

m1talon or lta 1uthortied reptl!fflltatlve end the Petmittee have 1l;ned lt. A copy lhall be rutnlahed to Per· 
· mlttee, 

2. 'nil• permit dots not con1tltutt 1 leaae, deed or arant ol an tttement, or of 1 fet lntemt by .cu.,y. It I• not 
tr11111terabh1 01 aul111able, and la revocable at any time at the opllon of the Publlo tJtlllUea Commlulon. 

3. The UM •Uthortzed by thb permit b llmltad tolelY to the plll'pOffl 11et forth herein, Ind, except •• fXPl'•WY 
hetreln provided, CO!Ultl'UCtJon, excavation or JJ\ltallatlon of atrueturea II not a11lhorlud. 

4. Neither Clty nor 1111)' commlulon, board, oftlcer, or emplO)'ee thereof shall be held re.apon1lble or liable · ror 
damaie to 111JP property of the Pmnlttee ln1talled or located on tho mini.ea covered by thl.a permit. 

5. Permlttee ilhall at all ti.mes keep Clt;y'a Janda ln iood and •lihtlf c:ondlUon, ID tar •• the wne ~ be af. 
tected by Ptrmittee'1 operation hereunder. · · 

6. In the emit City ln•tltutee and prevallJ ln 1111 ac:llon for the enforcement ot Aft1 of lta rirhll hereunder, Per
mlttte wlU P1Y to Ot1 1uch reaaonable 1ttomey1 feet U l'IUl1 be detmnlned b)' the Coort, "u part ol Ult 
COii.i of IUl!h acUnn. 
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"'""' 1. Pennlttee lhaU, cm receipt of NJtke to do ., and \l'lthln .Um reamnable t1mtt limits &1 may be rtxed b1 P14 
l!Otiee, alter or remo<1e at hi# own ~ any of hll lmprovementa:, plantlnp, ar other pniperty to auch ex
~t as mat b& required to awld Interference with ~ of Cl11'1 pipe, power llnn, 111: other ltroOtul'el now or 
here~r to be conatruct$1, with tM rnalnlclani:o thereof, or with llJl1 other opel'!ltlonJ ar land UJe by City. 
In the event Pennittee faill to alwr ar remove MY of his lmprovementa:, planthtp, ozo other property wlthin 
the time 1lmlt mpecUled In ~ notlee, aal4 Improvement., plantlnp, or other propertf mq be NIDOVed b7 Qty, 
I.he ~ up111M of "fihhih lhall be paid to Clt1 b)' Pmnlttee. 

a. ln the event ot. any .meraenll)' Cl.tr mq, at ltl 1o11 option tnd Without nottc&, alter, remove ·or protect at Per· 
mlttee'• elqlelllll, an)' lmprovementa, plantlntt. or other property, except utility faellltlet OWMd either by 11 
privote company or a public qeney. On notice that an emer;enC)' eldlta, ownen ot utility facllltlet, at !hell' 
own expe1*, muat take Immediate actSon to protect, remove or relocate tucb faellltlea u required to meet 
the emtl'1811C1· 

t. Pmnlttee llhlll be retpOllllhl.e and liable for any and ell danlage to Of.YI atructura Ill' property, due directly 
or Indirectly to Permlttee•a occupation and UJe of Qty landl pum!Ult to thll pennlt, and llhlll promptly pay 
any Juat claim therefor. Pennlttee &hall &Y\111\e the detenM or and Indemnify and 1111ve h11rmlcss the City nnd 
Count)' or San Francllco, tll PubUc Utlllllet Comml**1on, olllcerl, and employen rrom Ill clabnl. !OSI, llellll, 
damaae, 1n.lllrY and liahllltr of ,,.,_., kfnd, nature and dncrlptlon, directly or lndl1'ectJy •rltlna" from Permit· 
tee'a oc:eupattan and UM of CltJ 1111141 plUlllW\t to thll pt!mlit rerardlm of l'ffPOllllbllltJ for~. 

10. Ju.ttJ prdanlnc DI' landlc•plna ahaU be llmltad .to low lll'OWlnl ahnihl. arua or plmta. Plantlni or tren on 
PtpciUne or electtto UM rfihU.Of·WS1' II expmalf not permitted. 

11. To the extent that uy apealal cond.IUOnl nt forth hmiln eonftlot wUh or an tnc:o!Udltent with the printed 
condlt1Dn1, the apec111 ccndluam man prevail. 

12. In the event the plll'pOlt ol tll1i pennlt i. to ellow Permlttee to Install utUlt)' laellltln undl!l'lf'OUJld acrou 
Clty'a premlset, the dear dlatance between the bottom of Permlttee'11 lnatallat.lon and the top ot Clty'a eid.ating 
and prcpoAd future water 1lnel ahrsll not b& lea tban elx Inches and Pennlttee'11111d lmtlllaUon ahall be placed · 
at m ap~tely eomtant arade tor the entire cronlna. 

13. Jn the imnt the PUl'pOlll of thII pennlt II to allow Pmnlttee to lnttall utility facllltlel underaro!Uld a.crou 
C1t)"1 prem1lel, .Permittee ahll.I properlJ mark the allamnent of the underirwn4 installation with wtuie.a 
poets. 

H. All condltlw of tl\11 petmlt are aubject to perlod1c 1'tlllew. 

15. Per:mi.ttee's prop'.)SE!d. installations within City's right of way shall he in 
accoJ:dance with PEmnittee's drawing,bearing City•s signed apPJ:Oval. 'lhi.s 
drawinq is attachei hereto ·as Exhibit "A" \lnd is hereby made a part of this 
permit. . 

16. rn·the event City exp3M facilities into the permit area in the future, PEmnittee 
shall rel!Dve his sewer aut:OOrized uroer this permit am relocat:E! elsEW'lere, all 
at his c:wn elq)enSe. 

17 •. Utl.ess sooner :t'EM>ked, ·this pemit shall tenuµw.te at the erd of Pennittee's lease 
of adjoining lam. · 

18. 'lhe FeDn:i.ttee shall. rotify the Manager of the SUbUtban Division of the San Fran
.cisro Water Departm:!nt, ?ions 697-4424, five working days prior to the date of 
installation. - . 

l9. 'lhe xat0val of existing trees along an! .near the sewer line authorized under this 
pei:mit is required. 'lhe Pe:cmi.ttee shall perfom this woxk mxJer the direction of 
.the City ard ~this cr.m elCpel"llle. 

20. 'lhe installation of facilities. autb:>rized by thiS pexm:Lt is .. sU:iject to CitY 's 
· inspect.im and awroval.. · 

21. 'Ihe City :reserves the right to alter, add, and delete fmn the w:>rlt aut.horhed or 
required lUlder this permit. . 

22. Rights granted herein shall he limitai to area granted under this pennit. Permittee 
shall not use the adjacent lands of the City withwt pri.Or approval of the. ·General 
Manager of the San· FxancisCD water Department. · 

23. Permittee shall rot accept mi :release his Cbntractor for ·the work authorized or 
requixed by this perml.t before securing the approval of the City. 

24, Permittee ahall install nw:kers identifyinq location of their underground facilities 
cons~ mrler this permit. Markets and identifyin;J infornation .~ AAall be 
awroved by the City. · i : · 

25. Upon c:arpletion of. installation pennf.tted hereurx3er, Permittee shall renove all 
debris and e>iress dirt ard restore the right of WErf to their original con:li.tion 
to the satisfaction of the General Manager of the San .Franclaex> Wa~ Depa.r:t:rnent. 

26. 'Iha City shall rot be taJce::l or assess«t for the· inprovaoonts pellllitted hereunder. 

·i 

. J'~ 
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,.,.,,u ... .,.. •• '9 •l1tt.&lft't" .,..,., ... ,...,.. U•• .... , ..... ot •hl• p1 .. u, ... •• au aoo •"' 
•• ,...... • ......... ll•Ml"9 l*M1'&t U•lllllnr lMtll!'&nHt llllt1114hll •n-U• .... pro4 .. aU U&blUtr 
ittlUl!'lftH u .... , .. ,.... .., 1111 hUU uuuu .. CO-'Hlan. 'I'll• p•U•r 01' poUd .. ot 1&111 111.Urll\H 
11\&U ....... ,.,. ...... , 01' .. •••UUOllU , ........ u. cur. Pulllh CIUUUH COMiHIOll 1114 ''* .... ,.., 
anll th• otrloa7•• 11tnll a1111 •1111louH or ua11, Seid poUer o• p0Uc&t1 1h&ll 111 .... N Hld p11•1a1~ 
1111110 lO .. 01!' 1t&aU1lJ tor 4 ...... for llOdllJ lllJ....,, ff&UI 01' pl'O,.l'lf ....... CIHHlOMd b1 
Haaon ot "'' 11111r1U0111 ot P•t•UU• to.• 11111 ... , Ute propenr perm.nu •• •• Hllllll ... ltJ or 11-1•4 
•Uh "'"'- u .. 1ucr uu11 u teUow•t · 
u,ooo,ooa c-1ne11 llllile uau tor IH4Ut lnJ11rf o• llHUt ot ~ 0111 ptnon1 _. 

tor bodUJ tn,J11rf ar ., ..... or •wt Cit' - ""°"'• 
111 .., - Otoll.,..llHI W 

tor ....... lo Pl"IQPfftJ ffllllUlll tfM 1111J - •Hlll',.ftH • 

• aopr ., Hid lMlll'tllH llOU•• ... paUtl•• •llall II• l:llftlUllt4 lD .... 0.11•;•& lllnapf' •• CM•f 
lna111Hr, h11 •r-&uo 11aur O.per""nl,llH•lnltt .. "''""'* •• •• MM•nr,1111111 tn• HH1&Uon or ins1 
ptNU lft4 .... u OOll&elll • llPOTlelllll lhH Mrlthll llO&h• Df Mnctll&UOll or or lftJ ...... ,.1 ChlftP 
tllfl'eot anall II• Odhtr.4 to lltn&pr Mllrtf C JO, llQ• in aclfanot ot In• ttteati,. cla&e llltf'llOf;ln uie 
ev•n• '"'' aUltN 1111111 Ill• atarHat4 P•f'llOClll *" na.4 lfl ul4 pallor or poun .. u ,,...,,...,,, ar 
aitdSUonal ln&11nu, re...au .. •haU fllftllatt ltllla&tr wu11 • aaueraotoi? .... ruuhr or tnt•nU• ,,._ 
4or.,.Nnl &lllNDllo Appf'tlft4 r-, •t &118 la" tllO afONIUO 1llt4ra-11t1 NI Ill oHaillld t... lllnapp, 

'ftleNatUP aU 41U1111 llll "N ot \hh pe1•U, hnlUH lll&U tllmllll H llantpf', l'"ro• Cl• •o 
u .... d1dJ ......... Hl'ClhHU ....... ,, .. , t.11&1 1118 SMlltMee ........ flll'llhll•• " cu, b ltelna 
Nlnllt1n411 "' ttrUU••· IMll l>OlhtH or Hr\111111•• •b•U ... lHllt<il ., .. ·-·" •• CD"""""' •p· 
pl'OH4 lll •rU1111 IJJ Clt,'t Conl"lltr Ind U to i'<lrll \IJ CltJ'I CllJ AUamer.tlnlUH tlldl l111nua 
\II• ., ...... u U•lh ... "'' ••Utlll ...... •f cur.,.,,, •• UIM .... , ........... ,.. .... ..-u tlMI 
,I011Ut11Ut •1 CHJ• , 

4122(8~ 

CITY ANDCOUNTYOFSAM J'RAl(CllCO 
PUBUC UTJUTJES COMMJSSlON 

Omeni llantftr OI ~ UIWU.. 

., ·~ ztbc Cb~ 
Arthur R. Jensen 

4 

Acting General Manager and Chief Engineer 
San Francisco Water Department 

.. _... APR 2 9 1985 oa~. ________________ _,_ ______ _ 
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SAN 

LAND USE PERMIT 

Pursuant to authority granted by the Public UUlltlea Comml!slon. permlaslon ls hereby granted to 

GRACE RETAIL CORPCFATIW 
%ORCHARD SUPPLY HAIIDWARE 

P.O. OOX 6400 
SAN JOOE, CALIFORNIA 95150-6400 

ATI'ENI'ICN: MIKE I.A 'I'OORE.Tl'E 

.·~. 

(hereinafter called "Permlttee") to oecup;v and utilize the following described 1>Dttel or prernlses owned by the Clt;v 
and County ot San Francisco (hereinafter called "City") an under jurisdiction ot the Water Department: 

'The follONing 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 c.onveyed 
by Spring Valley Water Carpany to the City and County of San 
Francisco by deed dated and recorded March 3, 1930 in VolUIOO 
491 of Official Records at Page 1, said portion cam:encing at 
the intersection of northeasterly line of El Camino §eal with 
the southeasterly line of Parcel 29, thence north 46 53' west 
and along the said northeasterly line of El Camino Real a dis
tance of 336.00 feet, thence north 53° 46' east a distance of 
428.24 feet, thence south ',3fP 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; thence south 
53° 46' west a distance of 670.00 feet to the point of COllfrence
ioont. 

Containing 4.752 acres oore or less. 

All of which property is identified by San Francisco Water 
Depa.rtrrent Drawing No. B-4051-4 dated May 2, 1978 and revised 
January 26, 1983, attached. hereto, and made a part hereof. -------::,... 

ls permit is granted subject to the following conditions: 

1. Unless otherwise 11peclllcally provided herein this pi!rmlt shall bcrome ell'ectlve when the Public Utilities Com· 
mission or !ta authorized representative and the Permittee bave signed It. A copy shall be furnished to Per· 
mitttt. 

2. This permit does not constitute a lease, deed or grant of an easenll;!nt, or or a fee Interest by City, It Is not 
trnnsrcrable or assignable, and Is revocnble at llllY time nt the option of the Public utilities Commission. 

3. 'The use authorized by thla pennit la limited solely to the purposes set (orth herein, nnd, except as ellpre!Sly 
herein provided, constructl()ll, excavation or Jnatallation of structures Is not authorl.zed. 

4. Neither City nor an;v commlsslon. board, otllcer, or employee thereof shall be held responsible or liable for 
damage to any property of the Pennittee Installed or located on the premises covered by this pennit. 

5. Permittee- shall at all tlmet keep Cicy's land.!J In good and sightly condition, so fill' as the llanle may be a!
fected by Perm!ttee's operation hereum!er. 

-· 6." nl tire e•ent Cll1 h1stUt1tiea ltltd p!i!!1Mls In ""'' action f<>t t+.e 0>foicement of an1 of !b xl:gltb hs1em1ds1, Pe• 
ml~ee "~II 11a:r U elty l!lleh reaa!M'lalde e.~a!'!le)''a f•ea as Ill&) l!a t!eterrn!raed i,, ~e Oe!l:l't; 119 pltl t of thc 
eoole el a11eh ael:le111 

F-394Q..1 
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1. Pennlttee- alt4ll. on reetipt of not!ee to do IO and within 111ch n!UOMble Ullle IJDll'tl u may be fixed by aal4 
notice, alter ot remove at_ hla own eJCPenle 1111' of hit lmprovmumq, plantinp, Ot' other JlfVPert1 to cuch U• 
tent u may be requnii to &wld lnterferenee with any ot Qty'1 pipe. power Ible., or other 1uueturtt now or 
hereafter to be conatrueted, with the malntenanc:e thereof, Ill" wtth any other operaUom 11'1' land 11111 by City, 
In thr event Pmnlttee fails to alts at remove any of hb lmprovemenu, plantJn&I, or othei' ~ within 
the time llmlt rped.tled In aald notlc:e, Aid lmpn>Yt!menta, plantlnp, or other property may be ~ed by City, 
the reuon.able ~ of ~ ah.alt be paid t11 CltY by Pmnlttee. 

8. In the event ot any enieraene:v Cit)' mq, at tta l!Ole opiloll and Without notice, t.ltrr, nmove flt protst at Per
mlttee'• expe1111t, any lmprovementl, plantlnp, or otber p~. except uUllt)t f11eUltla owned either by a 
private company or a public JPllC7· On no!b Utat an. l!lllfll'leriq exilta. ownl!l'I of utlllty tacllltln, at their 
own expense, m111t Uke lmmedtatl actloo 1o protect, remove or relacate l1lch f11Cllltletl Q l"l!Cllllred to meet 
thlt emfl'll!llef· 

9. Pennlttee shall be responsible and liable fM Inf and all damap to CltY• 1tructllrft or property, due direct!)' 
or lndlrectl)' to Pmnlttee'• OflCUtlllt!Oll 804 111e of Cit¥ Ill.Ilda pur1111111t to thll permit, and &hall prompt!)' PBJ 
any juat claim theretlll". Ptmllttee lhalJ UIWINl the defe1111t of and Indemnify ll1Kl save hannl- thv C!ly and 
County of Siil Francllco, Its Publlc: UUlltlell Olmm.lu!on, ollicen, and employeet tram ell claims, IOU. llent, 
damap, lnJ1ll'Y -.nd llabWtJ of ewrr kind, nature and deterlpUon, directly or lndln!ctl)' 11rlllnr from Permlt• 
tee'• oeeupaUon and ua of City Jandl Jllll'lll&llt to thlll permit ceeardlea ot rnpanalblllty flll' negllatnei!. 

10. Nr/ earderllnl GI' ~ &ball be Umlt.ed 14 low rrowtnr Wllbl, ll'QI ar plantL Plantlng of trea on 
pipeline or electric line r!Ptl-Of·WQ' II ~ not permitted.. 

11. To the meat that lllY lll*tal condltSona Mt forth herein COllJllct wtth t.tt ant lneonllatent with tha printed 
condltlona. the special. cmdl.tl.ont llhaU FW\'al1. 

12. In the event the purpow ot thll permit Ill to allow Pmnlttee to lnltall u11llty faclllUl!ll llltdt!reround ac~ 
City'• pmnhel, !hit cle111 dlltanee between the bottom ot Pmnlttee'1 ln1tallatlon and the top of C1ty'a a:lat!na 
and propoll!d futin -tlr 0- .ii&ll not be t- tb!ln 113' lncbel lllld Pmnlttee'1 lllld lmtallaUan lhtlll be placed 
at an tpp!'OldmatelJ' c:anatant l"4t fQl' the entire el'OCl!ni. 

13. In the event tbt IJll1'PCIM ot t.b1a permlt la to allow Pmnlttee to Install ulWty facWUes underaround llQ"llD 
Oty'1 pmnJ-. Pamlttee lhlU properlJ mark U. alipunlmt al I.he wxlftlrow1d lnltallatlaa with wttnea 
~tc. 

14. All condltlona of thll pennit .,. 111bJM:t to pedodkt re\'tew, 

" 

15, 'Ibis permit is granted for the interim period pending confinnation for approval 
by City's Board of SUpervisors of that certain ground lease awarded to Pennittee 
by Public Utilities O:xmlission, pursuant to Resolution No. 83--0483, adopted 
Novenber 8, 1983. 

16. Permittee shall notify Manager of Suburban Division of San Francisco Water Depart
l!Ent, phone ( 415) 697-4424, at least 24 hours prior to date of entry, for any work 
or activity to be cooducted under this pennit. 

17. Permittee may enter adjoining San Francisco Water Dep~nt 's Suburban Head
quarters lands for purpa:;es granted herein. 

18. Permittee shall use extrane care to protect the City's existing water transnission 
pipelines at all tirres. Pennittee shall not use heavy construction equipoont over 
the City's pipelines during oonstruction. 

19. To prevent damage to City's underground pipelines, Permi.ttee's use of vehicles 
and construction equiprrent closer than 20 feet to City's pipelines shall be sub
ject to the foll{J,J{ing restrictions: 

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

b. 'Ihe "axle loading" of vehicles and construction equiµnent rrust not 
exceed that allC1.Ved under "AASOO Standard H-10 loading". H-10 
loading is defined as loading caused by a two axle truck with a 
gross weight of ten tons (20 ,000 lbs.), axles 14 feet apart, and 
rear axle carrying 8 tons (16,000 lbs). It is Pennittee's respon
sibility to provide substantiation that his equipr:ent ~ts this 
requi:rerrent. 
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20. Pul>lio LllllllUJ and Prourtx pam.au I!!10ur11J1c•• 

P..-mitttt aveu to 11&1ntaln'1n tore• 4•ring th• Hht•nc• ot th1• P•,._h, and •t It• coot and 
up•nH, 00111p.-.n•nll,,. genual UabUtcJ 1n11.1rancc, includinc autoJ1cb1l• """ producu lhbUHr 
1nsuranco 1t roqu1red bJ tllt Pl!l>Ua Uttllt1eo Co11D1u1on. 'lb• poUcJ or pol1clt1 ot nid 1n1uranc• 
shall na• u irieurocl. or u addtt1onal 1n•IU"1tde, CltJ, fl!l>Hc UtU1t1tt Cotmnl41ioii and He m•Olll•ra, 
and the ort1cera, ogenU tnd •1111>lo7•H at Hell. Seid poller OI" pollch• •h•ll 1111ure Uld ponana 
•S•1nat lon or 11&111litJ tor daulll .. tor bo4111 1nJul".f, duth or proputr 11.uiagt occu1onod bJ 
nuon of to• opuat1ona ot Ponintwe 111,on an4 abollt ii•• prof'•rt1 P•1*1tucl to be occuphd bJ OI' und 
wlth einllMllll 11ab11UJ l1ait• u rollowa: 

U,000,000 Collbln•d Slnsl• L1•11 ror bod11J lnJ111'7 or de•tll at &n1 one P'"on; and 
r11r 1todS11 1nJ~1'7 or dtt&tll or two 01' 1"01'9 peraon•. 

tn &ftt OI\• OGC\ll'l'eftCt i and 
tor a......, to propertr 1•u11lUn1J tl'01& MJ OM oaeurNnH. 

A cepf ot uid tnsuranoe pol1c1 OI' pol.lqle• al\aU be l'Umltn•d to •ll• Ooneral l!anager and Chlet 
Eng1n••r 1 son Pr111c1000 ht•r Doparu,.nt,n•r.1nan .. • reterrwd to u Manaswr,upon tn• ueoo,tton ot thh 
ptmU and 111111 cont.in a prowtlion thn Wl'1ttt11 not!•• ot can•9llat1on or or 1n1 111&tortal cr.t.n11• 
t~•raot lball Dt del1V4tl'ed to l!anac•r tlllrtJ (30) d&)'S in O.dY&nCe O! the ottectln date thereof.In th• 
ovent tnat otllen tnan "" llforeea.ld persona an n&IDOd in aatd po Uoy or polldeo u ln111...,d1, Oii' 
al!d1t1onal inaW'Odll, Pe"""1HH •hall f'llmllll Mllnagtr with • utiotaotory oner1t1HH1 of 1ntu·uu •II• 
dONt ... nt thereon, AP$1t'1>Yld taria ot Ul• 110 ho aro.-..110 •ndOrH ... nta HJ' h Gbtain..S tl'oa ManlUI'• 

Tho ... atter and clurinc th• ter. ot thl• P•"'U, l'en&Utu ohall runihb to M.tnager, rro• UM to 
tl•, I clulJ aHCUhll COl'Utlceh to tll• otteot that tho 1na~ran ... COql'ICt tumhh•d to CitJ 1a belnll: 
maintllin•d b1 Pwrmith•· Suell poUolU or· oorUt1¢1tH •h•ll b• lHUtd by a comp.an7 or compallh& ap
pron4 1n writlng 1>1 Cltr'• Contl'olltl' Incl u ta tons bJ CHr'• CitJ Attomer.PtrmlttH 1h11l inc"u" 
th• ara ... aau Umtu upon th• writton 111111&114 or cur Pf'OY14d t11u ult lnc...,un aN reuon•lll• •not 
J.,,.ttr1cl• bJ ~a,. 

B, /~?Ji ··- - ~ 
'ntle Vice President LE.GP.I- , 

CITY ANO COUNTY OF SAN FRANClSCO RE 
PUBUC UTlUTIES COMMlSSlON 

Dated JQ,J.,,\ .$Q, \'jef 
' 



I EXHIBIT A I 
CHAPTD UC OI Tmt SAii PUllClSCO AJlflllsnATIVl axll 

AM!lll>DIC. 1Jil !WI n/lllCISCO .ammllmAUV! cCl'l! IT J.DDDIC Cl!APTD 12C TH!!!TO, PUD
HllllnltG DlSCilMIHAni. DI UAL PROPDT'f coimw:TS OH mE clOIOOI 01 lltcA!lSE or IACI, 
COLOR, CU!D, !IATIOllAL Ol.IGDI, AJICISTll!, AGE, Sll, SEXUAL Ollt:R'IATlOll Oil DlSAllLITT, 

k it ordained by th• Peoph of the City ai>d County of San J'ranciaco: 

Sact101J 1. Chapter UC 1a added to tbe San Francisco AdainietratiYe Coda to read 
as follova: 

CllAPT!ll 12C 

JIO'llDlSCllllllll.&TlOll u PlOl'E:RTT CORTllACTS 

SEC. 12C.1. All Property Coatracu to locll>de lloodi1cd•inat1on PrcrddOllll. 

All conuacU.na ageociu of the City aftd County of San Fral>Cbco, or ao:r dcpart..,,.t thereof, actil>& for or on behalf of th• City and County, shall ioclude ii> all 
concr•ci.•a freachiad. l•a•es• conce•aio-m. ot other agree:ae:nta i&n"ol'lfing tbe leaae:, 
raitel, or other "" of real property and biprowe.cnu thareon of the City aad Coe111ty of 

• 

San rranciaco, for a poriod eiccea<li"I cventy-nioe (29) daya io aay calendar year, vhether 
by d1>plu or cu.ulatb• iaat..-nt, a pru...laion obligat1as the contractor, fra11chiHe, 
lu•ea, conc .. aiouaire, or other party of •aid agre.,...,nt not to diacriainata nn the 
grodnd or b•c•u•• of r•c•,. color. creed. oatioul ori&in. a=e•t.ry, aae. ••X, •esual 
orientation or diaability a1a1D&t any person aeelt1oa ac~U.ona, ad•anta1n. hci-
lttlea, pri•ilagaa, aarvicu, or -1-arahip ill all buaioeH, aocial, or other Htabliab
-nt.• or oraani&attmui. operatiu1 f'tOll or Mk.ins uae of Hid Teal property, and aUU 
require •uch conc:ractor, fraochl .... l••••e. or c.ouc.e••ioa.aire to include a aiailar 
pru...iaion 111 •11 aubcontrect•, aubleaaaa, or othar subordinate agumenta for a period 
e><ceedioa twenty-nine (29) da11 ill any cdeodar year. whether by ai"l!ulAr or cmm:c1at.1ve 
lutri-nt, let, _.rded, ""'loti&tad or e<1tered into thereunder. 

sr:c. uc.2. Def1nit1""8. 

Ila uaed i11 tbb cliapter tba tera: 

"Ag•" for the purpose of -i.erahip refer• «o and ahaU include •"7 penon vho bas 
attailled the ege of e1&hteen (18) year•, except for bona fide ae11ior citlse1> organiza
tion•. 

"Connact" shall - aocl 1:ncll>da al> a1r..-t to op<tr&lc frOll or make u•e of real 
property of tha City and County of Sa1>·rraachco in tbe operation of a buaineu, social, 
or othar eatablia1-nt o" orgaDbaU01>. 

"Can~ract0r0 -.ans &rtJ pe:reoo or person•• firm, partne:r9h1p. corpor•tian. or ccmbi
nat.ion thereof• vho entera into • cont-ract to operate. from or u.b u1e of Te&l property 
of the City and County of San Franciaco in the operation of a b11s11>e.aa, aocial, or oth,,.. 
•nabl1ai-1>t or orgeoiu.tioD. 

''Slabccntract0 ahall mean and 1oclacle an agreement o-r contr•ct under OT •u.bordinate 
to a prlae co11trac:t, frar\ehi••• lease• or cooce••lon. to operate from or .. It• uae of reail 

, ..A prop•rt1 of the City and Couoty of Saa l'ranciaco in the operation of & budneu, •ocial 
-- 'WI' or oth&r establbi-n.t or organ1ut101>. , · 

"Conce .. iou'' includea a grant of land or otber property by or 011 khalf of the City 
aocl County of San 7rCU1ciaco to a peraoo for the purpo•e or uae 1pecified in aaid grant. 

"Co...:•Hiooaire" •ball ~ and include • pars01J who ia the gn11tH or beneficiary 
of a concu•iaa. •• h•rtin deflned. 

"Franchia.." a'hall -n and laclacla a right or prbilage conferred by grant frow the 
City al>d Comlty of San Prauciaco, or •llJ' contracting age1>cy tbereof, and •eeted ln and 
authorilin& a per9011 to cnucluct such bua1nus, social, or other actidty H ta specified 
ln Hid grant. 

"Franchh .. " ahall wean aod include a !M'rlDn vho :i. the & .. aatee or benefic:l.lr7 of a 
franchise •• herein defined. · 

••1nacr~nt'• •ball •an &ad include a contract:. fra:ochlae, l~aae. conceaa1on or ather 
agre.....,.t to operat• fro9 or -k• -• of real proparty of the City and Coimty of San 
Fra11cbco in th• operation of a buaine .. , .oocial or other eatablilh..ent or orgeni .. tion. 

"Leaoe" •hall """"" and include a cootract by vhich the City aad CO-ty of San 
Fra11chco, or any contracting apncy thereof, granta to a pereoo the tmporary poueu1ao 
and uae of property, for reward, aod the latter agrees to r•tn:ro th• •- to th• for.r 
at. a future ti..e. 

''l.eHce" ahall - mu1 f.aclud• a per80D or tenant talt1aa po .. ueloo of real P"operty 
-.!er a leua as hareio proYlded. 

"Sal>leue" aball - al>lll 1-lDd• a leaae by vllicb a le- or tcunt &l'Uh 
or l•ta to mother perao11 part IS' all of the 1 .... ..i rul property for a aborcer tem 
~ Wider vhicll a&id i .. 1e1 Of tent retain• &OM 1'4bt OT intarut undtr the 
or1&1nal lease •. 

"leal Pmperty" ab.all - and ioclDd• land in ..tiicb tbl Chy alld County of 
San Francbco hold• a leaal intttaac •Del la;>~ta c.o a&id real property. 

"Sex" aball -.an the character cf bd"l! mal• or faule .• 
"Sexual Ori.,,,tatiou" ahAll .un tbe choice of buman adl&lt sexual partner accordin1 

to 1ender. 
"Disability" b a phyaical or ...,tal impai,,....t 1'hich doe• not aake tha IM'1"90U 

incapable of lUk.1111 uae of th• acc~atto..., ad.,.ut&gea, t.cil1t1u, pri•ilegea, 
aenicu or ...-J>erahip ill bueineaa, aoc:l.11 or other utablia1-ta or oraani.utim.. 
with a reaaonable acc..-.datioa to hi• or her di ... UU.ty, and <loea not ulte tbe peracn 
i11capahl• of aak101 euch uH io a .. ooer which would oot ....i.qer hia or hei- healcb and 
aafety or the health and aafety of others. 

"Tenant" ahall Mao the puaoo or per....,., Um, panoerahip, corporeUoo or cooihi
D&tion tber<>0f who· euter ll'lto a contract, fr&1'.1Chiae, leue, coocHeioa or other agree
'""nt 111...al•ing the leaH, rental or other ue of real proparty and l.JlprD"-nt• thereon 
of the City and CoUDty of San l'ranciaco. 

SEC. 12C.l. lkmdiecriaination l'roTidom of Propertr Ccratr.cu. 

.• 

E.,,.ry cootract, franchise, lean, cooceadon or other aar•-nt antered into by &DJ t 
agency of the City al1d Couoty of San hancisco, or any departMftt tbareof, imrnlirin& · 
the leaae, rental, or other ,..., of real property and Ui;>ro-ta tb<!reon of the City 
"'1d Com>ty of Sao l'rancbco for a IM'Tiod exceedi"l! tveoty-aint (2') days in any caleDdar 
year, whether by d11sular or cmmlatbe iutnment, shall contain the prodt1ion11 
following, vbich ah&ll I>• lr.nOWll H the nonducriailMltiOn proddona of auch property 
con~ract. 

ln the pedonianca of thia c01>tract, the tenant agrees a• foll""• t 
(a} The tenant or SQbtaunt will QOt dt.criainate again11t any person uel<1'1g scc-.

U.tiona, aua:tagea, facilities, privile1ea, aenic.,., or -i.erahip in the huoi,.., .. , 
aocW or other aatablia'-'>t or or1ani.ution operated by th• tanant or suht.....,.t on the 
raal property of the City and County of San l'Tancieco, on tbe grouod or becaue of race, 
color, creed. national oTig1n. ance•t'f'J'. ege:, aes. •~1 orientltioa,. or diHbility. 

(I>) Should the tenant or oubt.,nant operate as • ...,.benhip organt .. uon, the t"""'nt 
v:lll per.it accca• to bl& ..elll>enhip records, rulea, r"subt1ona and other pertinent 
data, by tbe uardill& autbod ty, O'C the San Fraoci•co H.-an Rigbu Comli•don, for th• 
purpose of in..catigaUng to uurtai11 CD"'l'li•nce with the noudiscriiaination pto•idona 
of this contract, and on reque•t prorlde "idence that ha• or will CUllPlJ with the non
discr1-iutto11 proY:laiDn• of thie contract. 

Cc} That teD&nt or a"bUllf.nt 1hall be de""""d to ~ breached the nondiacrilli11at1on 
prov1•1on• of thi• contract upon: 

(1) A finding by the Diractor of the San l'rancioco l!lllO&n Righto Ccnai .. 101> or 
oucb other official vho may be deaigo•t•d by the Human Right• COlaiuion, that 
tenant baa wilfully Yiolated auch no11di11erhlinat1on proviaioM. 

(2) Upoo such fi11di111 by the Director of the ff.man Right• C-1u1on, or other " 
official dedgnated by the Human Right• Cocminiou, the -arding a .. thority •hall /~ 
ootify teUAnt, or aubt.enant chat u'S1le•• he demonstr•tea to the ••t11fae.t.ion of the 
Director of t.he San Francbco l1U11111n Rlght1 ComiHion or other official desianated 
by t.he H""""' Righta Com11&io11. vithi11 auch reaaoD&ble period a• the Rcaun Richta 
Commiaaio11 ehell determine, that the violation baa been corrected, action "111 be 
tal<e11 aa •et forth in oubparagraph (d). 

(3) The 8..-n lights CoaoiHion 1hall, within tao daya of tha elate of i .. ..ance 
of any fillcling by the Director of the llU1U11 llighta Cmmiaaion or otber official 
designated by the t.olllaiuion in the enforc-nt of this chapte", uil to any peraon 
or peraol!B aff,u$ed by Hid finding, a copy of oaid finding, together vith vritten 
notice of hi1{rl8ht to appeal. llotlce of apreal mun be filed tn writing vith the 
Chairman ofi::he Cooaiuion within 2-0 day• of the date of -iling •aid copy and notice. 

(4) For purpoaea of appeal proceeding• under tbi1 Hction; a quonia shall con
dat of eight 111e11bers of t~ c.i-boion. The .. ote of tbt: aajority of the hll 
Cooaisaion shall be neccaaary to affino, rf!'Yern or ll!OdUy SQch declaiona, order or 
other action rendered bereunde&. Should a _,.ber of the lluuo Rigbta Comiodo1> be 
duipcated m1der Section 1211.2 (c) (1) of thia c.ontract, that c-isaioner .. 1 llOt 
participate _ll'I an ap!W!•l under thi• •ecticm e:iccept aa a vitae••· 



• 

·-
r 

(:S) TIMI presidinc off icar of tbe C.-i&sio" •hall luove tha paver to 41daiz>i•tar 
onha to vitnaH«• in appeala before the c-iadoa lllldor thia aecUou. lo the 
e'""1t that U)' peraou •hall fail or refuu to appear u a "llitu.eH in any such pra
ceedi~ after b•in& requaned to do ao, aad if it ah11l appear to the C..Uso1oa 

•,. that: bi• tutt.oay. or boob. cacortt.. doeum.nta or other t.hina• under hi• cont:rol 
•re: aateri&l and relnant aa evtdcnc:e in this .. tter oiadar coaaide-ration by the 
c-iaaioo iD the proccediD&, tbe preaid1ag officer of tbe C-1aaion .. Y 1ubpoena 
•ucb per11cn1. raquirina hi• pi-uenc.• at the proceedtn1 and nquiriq hJ.a to bt'iq 
•uch book.a,. reOD:l'4s. doc~t• or other thin&• UDclar Gia eoatl'ol. 

(6) All ap~• to tha llu&an ll.111hta Cc-1.uioa ahall be open to public 
i>lllpection. Upon r""'chiaa a dacbion in any appeal, ti.. C-.iuion ahall give 
written oatic• tberaof to the Director of the 8-n ll.ighu ec-iaaion, or otbar 
official dedgnated by the u._n Rtaht• Comaiadon, and tbe appellant or appellanta. 
the deciaion of the eo.iHion ab.all be final unle .. Within 15 daya of tba filin& 
and aerrlca of vr1tt111 notice thereof appropriate h&al prouedi:op an filed iu 
a "°""t of CQllfCt&nt jurilldictioo by aJfY put)' to tbla contract. 

(7) 1f llll1 te"""t or aubtenant """*r conuact:. to the City and County of 
Sao Franciaco a~l f•il to .oppear at an appeal procHdiaa e>f tbe c-iaaiou aft.er 
baving baen giftll vrinan noUce to appeal'. auch fallvre to eppu •hall be ar~ 
for c.ancellation of tha caotract or aubcontract and web tenant or 11Ubtenant alMlll 
be d-4 to i.. .... forfei~ all dpu, beoefita cwl prhilepa tberllUDdcr • 

(8) 1be lluaac Ugbta C-1Hlon of S&ll Fra.nct.co .iw.ll pr-lgate rules aad 
replat1oaa for th• lllpl-ntatloo of the nondiacrlaiuation proviataua of tlli• 
contract, -.od auc:b rW.aa and reaul•tiaa.I ahall, ao f.r u practicable, ba aillilu 
to - adopted in applicable federal """""'"t1Ye ordera. 

(d) A breach of tbe nondioc:riloination prov1"1e>na in tha p•rformal>Ca of tbia coatract 
ahall be de-.! by the City and Count)' of San lranclaco to be " .. tar1al bruch of con
tract u.r1 l>aaia for det:endnatioa bf tbe officer, board or awarding authority reaponai
bla far the nardina or le<tlna of auch contract that t.ha teunt ao auhtenant ia ao 
1rn.pcm.a1bl• tianan.ca l••H•• fraacbiaee or C01lC•Nlonai'E'e •• to all fut.ure cout:rac~• 
for tbe GM of real proparty. Sw:b per_.. Un. or cctrporatlcm •ball "OOt, fgr" pedocl 

·of tvo (2) yaara thereafter, or .,..u.l lw/ahall enabliah ..... carry out • progr- in con
fondty with th• DOndlacriaioatio" prDTiaiosu of tbia conuact, be allowed to act aa • 
t_,,t or aubtenant under aDJ' connact tn-lrlug tb• leaac, uatal or otber uae of real 
prapert7 and illpr-ota tlMireoD, of tha Citf lll>d Cowit7 of San Fraoct•co. 

(e} llotbing coata.1D9cl iA thia coocract aba.11 be coaat.-d iA any ....aer ao aa to 
pr.,......t tbe cur and C<Mmty of San l'raDCiaco fr- pur•nin& arrr other r-.liea tbet •1 
be e.,,.iUble at i.-. 

sr.c. 12C.4. u.-n llithU C-iuion toipauerad. 

n.e San Francuco a- u.;1>u eo..iaa1ou, tu· predding officer and tu director 
are hereby srant.d the _.. to clo all eclta .-.l •-rc:i .. all ,_ra refarred 1:0 iu 
s.cu- uc.2 bar-t. 

SU:. lZC.5. r-!9. 

tbe Board of S<q>errieor. ahall appropri.&te agcb fund• f..,. the genaral fund of c.be 
CUy and Count)' of San ,....,.,taco, ...C.ject ca budptary and fi•cal p..-teiona of the 
cbartar, aa it •1 .!.- nacaaaezy for ecfo....-t of dii. ordiAa;uc;I. 

SEC. UC.6. Scftrab111tr. 

U ear ci.-, ..,uaca, parearapb or part of cbia · t:ltle or the epplicattm> ture
of to anr per- or circ-~ aball, for any.,..._, be adjod&K 117 a coa:rt of 
caoc-cau: ja:r:ledictioo i:o ba ilmlli.cl, 8llCh JudadicU.- ..i...11 DOC affect, ~r or 
tow.lUate cba ~ of tbU dulpc.u. 

ri.ul r--.•~ebnar}' za, 1917 
~ 117 ~ u. lf17 
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San Franci~...;o 
Water r ewe 

525 Golden Gate Avenue, 1oth Floor 

San Francisco, CA 94102 
T 415.554.5210 

Services of the San Francisco Public Utilities Commission 

20l6JUN20 AMli:53 
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 
Quality Act ("CEQA"), which were previously adopted by the Board of 
Supervisors last fall; 

3. Re-adopts and incorporates findings that the Lease Amendment is 
consistent with the City's General Plan and eight priority policies of 
City Planning Code Section 101.1 which, were previously adopted by 
the Board last fall; 

4. Approve the Lease Amendment and authorize the Director of Property 
and/or SFPUC General Manager to execute documents, make certain 
modifications, and take certain actions in furtherance of the resolution. 

Edwin M.Lee 
Mayor 

Franc:esca Vietor 
President 

Anson Moran 
Vice President 

Ann Moller Caen 
Commissioner 

Vince Courtney 
Commissioner 

Ike Kwon 
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, 

- Harlan L. Kelly, Jr. 
PUC General Manager 

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



FORM SFEC-126: 
NOTIFICATION OF CONTRACT APPROVAL 

(S.F. Campaign and Governmental Conduct Code§ 1.126) 
City Elective Officer Information (!'lease print clearly.) 

Name of City elective officer(s): 

File No. 160711 

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

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 
financial 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: I 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 will 
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): 

Dthe City elective offi~er(s) identified on this form 

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

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

Print Name of Board 

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

Address: E-mail: 
City Hall, Room 244, 1 Dr. Carlton B. Goodlett Pl., 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 




