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SUBJECT: COMMITTEE REPORT, BOARD MEETING

Tuesday, March 21, 2017

The following file should be presented as a COMMITTEE REPORT at the Board
meeting on Tuesday, March 21, 2017, at 2:00 p.m. This item was acted upon at the

Sub-Committee Meeting on Thursday, March 16, 2017, at 10:00 a.m., by the votes
indicated.

Item No. 21 File No. 170213

Resolution approving a purchase and sale agreement by and between the City
and County of San Francisco and SF Prosperity 2, LLC, for the sale of City-
owned properties located at 1660 Mission Street and 1680 Mission Street for
$52,000,000; including a City lease-back at an annual rent expense of
$3,362,220 increasing by 3% per year for each year after the initial period, with
rent to be set at the then fair market rental value prior to the beginning of each
extension option exercised, if any, for a period of not more than three years in the
initial term, with two one-year options to extend; affirming the Planning
Department’s determination under the California Environmental Quality Act; and
adopting findings that the sale is consistent with the General Plan, and the eight
priority policies of Planning Code, Section 101.1.
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AMENDED, AMENDMENT OF THE WHOLE BEARING SAME TITLE

Vote: Supervisor Malia Cohen - Aye
Supervisor Norman Yee - Aye
Supervisor Katy Tang - Excused

RECOMMENDED AS AMENDED AS A COMMITTEE REPORT

Vote: Supervisor Malia Cohen - Aye
Supervisor Norman Yee - Aye
Supervisor Katy Tang - Excused

c: Board of Supervisors
Angela Calvillo, Clerk of the Board
Jon Givner, Deputy City Attorney
Alisa Somera, Legislative Deputy Director
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AMENDED IN COMMITTEE
3M6/17

i FILE NO. 170213 RESOLUTION NO.

[Purchase and Sale Agreement - SF Prosperity 2, LLC - 1660 Mission Street and 1680
Mission Street - $52,000,000]

/i Resolution approving a purchase and sale agreement by and between the City and

County of San Francisco and SF Prosperity 2, LLC, for the sale of City-owned
properties located at 1660 Mission Streef and 1680 Mission Street for $52,000,000;
including a City lease-back at an annual rent expense of $3,362,220 increasing by 3%
per year for each year after the initial period, with rent to be set at the then fair market
rental value prior to the beginning of each extension option exercised, if any, for a
period of not more than three years in the initial term, with two one-year options to
extend; affirming the Planning Department’s determination under the California
Environmental Quality Act; and adopting findings that the sale is consistent with the

General Plan, and the eight priority policies of Planning Code, Section 101.1.

WHEREAS, The City and County of San Francisco owns certain real property known

as Assessor’s Parcel Block No. 3512, Lot Nos. 005 and 0086, commonly known as 1660

Mission Street, San Francisco; and

WHEREAS, The City and County of San Francisco owns certain real property known |
as Assessor’s Parcel Block No. 3512, Lot Nes. 009 and 010, commonly known as 1680
Mission Street, San Francisco; and |

WHEREAS, 1660 Mission Street and 1680 Mission Street are collectively, the
“Properties”; and

WHEREAS, The City selected Collier's International through a competitive bid process
to competitively bid the sale of the Properties as the listing broker for the City; and

WHEREAS, The Director of Property executed an Agreement for Sale of Real Fstate,
dated February 27, 2017 (“Purchase Agreement”), to sell the Properties to SF Prosperity 2,

Mayor Lee
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LLC for the price of $52,000,QOO, a copy of which is on file with the Clerk of the Board of
Supervisors in File No. 170213, which is hereby declared to be a part of this resolution as if
set forth fully herein; and

WHEREAS, The Planning Department, by letter dated February 27, 2017, found that
the sale of the Properties is categorically exempt from environmental review under the
California Environmental Quality Act (“CEQA”, Pub. ,Resources Code Section 21000 et seq.),
pursuant to CEQA Guidelines Section 15312 and Chapter 31 of the City’s Administrative
Code, and is consistent with the City’s General Plan, and the eight priority policies of Planning
Code, Section 101.1, which letter is on file with the Clerk of the Board of Supervisors in File
No. 170213, and incorporated herein by this reference; and |

WHEREAS, The public interest or necessity will not be inconvenienced by the
conveyance of 1660 Mission Street and 1680 Mission Street from the City to SF Prosperity 2,
LLC.; and A

WHEREAS, The Purchase Agreement includes leasebacks of the Properties to the
City, to commence immediately upon consummation of the sale, allowing for continued
occupancy by the City for an initial period of three years plus two extension options of one-
year each, at an annual rent expense of $3,362,220, increasing by 3% per year for each year
after the initial period, with rent to be set at the then fair market rental value prior to the
beginning of each extension option exercised, if any; and

RESOLVED, This Board approves the Purchase Agreement and authorizes the
Diréctor of Property to enter into and perform all City rights and obligations under the
Purchase Agreement, and to enter intq any additions or amendments to the Purchase
Agreement (including in each instance, without limitation, the attachment of exhibits) that the
Director of Property, in consultation with the City Attorney, determines are in the best interests

of the City and do not materially increase the obligations or liabilities of the City; and, be it

Mayor Lee
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FURTHER RESOLVED, This Board affirms the Planning Department’s determination
under the California Environmental Quality Act, and finds that the proposed sale of the
Properties is consistent with the General Plan, and with Planning Code, Section 101.1(b) for
the reasons set forth in the Director of Planning’s letter; and, be it

'FURTHER RESOLVED, This Board authorizes the Director of Property to take all
reasonable and necessary actions for the sale of the Properties consistent with this resolution,
including the payment of all typical seller expenses, including approximately $240,000 for
brokerage commissions, out of the escrow closing pursuant to escrow instructions approved
by the City Attorney; and, be it

FURTHER RESOLVED, That within thirty (30) days after the close of escrow finalizing
the sale of the Properties, the Director of Real Estate shall provide the executed Purchase

Agreement and relevant closing documents to the Clerk of the Board for inclusion into the

official file.

$560,370 Available for Fiscal Year 2016-17

Index Code: 70RE1660MISS
Subobject: 03011

e
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RECOMMENDED; -~
N

"’; ) % VaN
John Updike } "\
Director of Property
Real Estate Division

Mayor Lee
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Item 7 - Department:
File 17-0302 Administrative Services, Real Estate Division

Legislative Objectives

The proposed resolution approves the purchase and sale agreement between the City and SF
Prosperity 2, LLC for the sale of City-owned properties located at 1660 Mission Street and 1680
Mission Street for $52,000,000, including a City leaseback for a period of three years in the initial
term, with two, one-year options to extend, for a total leaseback of not more than five years.

Key Points
The Real Estate Division is récommending the sale of two City-owned buildings — 1660 Mission Street
and 1680 Mission Street — as a source of funds to pay for development of a new City-owned office
building at 1500 Mission Street, if the City elects to proceed with the project following the
environmental review process. 1660 Mission Street is a six-story 75,321-square-foot building that is
- mostly occupied by employees of DBI. 1680 Mission Street is a 36,753-square-foot four-story building
that is mostly occupied by employees of Public Works.
Leasebacks will allow City departments to continue to occupy 1660 and 1680 Mission Street for three
years, with two additional one-year options, or through April 30, 2022. The City will pay SF Prosperity
2, LLC $3,362,220 in rent the first year, plus operating expenses, or $41.13 per square foot annually.

: Fiscal Impact-

SF Prosperity 2, LLC will pay (1) the sale price of $52,000,000, (2) the City’s transfer tax at a cost of
approximately $1,560,000, which is typically paid by the seller, and (3) annual property taxes of about
$613,184 in the first year. Transfer and property taxes are deposited into the City’s General Fund.
The total value of the property purchase of approximately $53,560,000 (the purchase price plus the
transfer tax) exceeds the appraised value of $53,480,000.
Following CEQA approval and assuming the Board elects to proceed with the project, proceeds of $52
million from the sale of 1660 and 1680 Mission Street will bie allocated to the potential deveiopment
of the new City-owned office building at 1500 Mission Street, which is estimated to cost
$326,690,953, with a total estimated project cost net of prior approprlatlons of 5439 265,000.
Policy Consideration
Administrative Code Chapter 23A defines surplus property as any property that is not required to
fulfill the mission of the City department with jurisdiction over the property. Chapter 23A also
provides for the transfer of surplus properties to the Mayor’s Office of Housing and prioritizes the use
of surplus property for affordable housing. Because the funds from the sale of 1660 and 1680 Mission
Street are being used for a City development that does not involve affordable housing, approval of
“the proposed resolutlon is a policy matter.
Recommendations

Amend the proposed resolution to add a finding that the public interest or necessity will not be

inconvenienced by the conveyance of 1660 Mission Street and 1680 Mission Street from the City to
SF Prosperity 2, LLC.

Approval the proposed resolution, as amended, is a policy matter for the Board of Supervisors.

SAN FRANCISCO BOARD OF SUPERVISORS - BUDGET AND LEGISLATIVE ANALYST
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MANDATE STATEMENT '

City Administrative Code Section 23.3 provides that the Director of Property may sell real
property owned by the City, after the Board of Supervisors (a) determines that the public
interest or necessity will not be inconvenienced by the conveyance, (b) authorizes the means of
disposition, and (c) approves the conveyance.

BACKGROUND

The Real Estate Division is recommending the sale of two City-owned buildings — 1660 Mission
Street and 1680 Mission Street located near the southern intersection of Mission Street and
Otis Street — as a source of funds to pay for relocation opportunities, such as the potential
development of a new City-owned office building at 1500 Mission Street, if the City elects to
proceed with the project following the environmental review process. 1660 Mission Street is a
six-story 75,321-square-foot building with a basement parking garage that is_predominantly
occupied by employees of the Department of Building Inspection (DBI). 1680 Mission Streét is a
36,753-square-foot four-story building that is mostly occupied by employees of the Department
of Public Works (Public Works). ' v ’ ‘

" The City acquired the 1660 Mission Street property in March 1993 for $5,425,000. The City
acquired the 1680 Mission Street property in July 1965. It was under the jurisdiction of what is
now known as the Human Services Agency until April 1988, when it was transferred to Public
Works at a cost to Public Works of $105,000. There is no outstanding debt on either property.

DBI currently pays the Real Estate Division rent of $24.12 per square foot for 1660 Mission
Street, based on the Real Estate Division’s FY 2016-17 aggregate rent model that covers the
costs of utilities and Real Estate Division staffing to service the building. According to Mr. John
.Updike, Director of Real Estate, Public Works opted out of the aggregate rent model at the
1680 Mission Street property, and services the building using its own in-house staff or
contractors engaged directly by Public Works. At the 1680 Mission Street property, Mr. Updike
estimates that Public Works incurs operating expenses of approximately $11.13 per square foot
per year in FY 2016-17.

Decision to Sell 1660 and 1680 Mission Street

The City is pursuing potential development of a new City-owned office building at 1500 Mission
Street at the intersection of Mission Street and 11" Street, currently awaiting certification of
the environmental review, to: (1) create a One-Stop Permitting Center that would improve
service to planning, building, and street permit applicants by co-locating DB, City Planning, and
Public Works; (2) consolidate human resources-related functions to improve staff service; (3)
improve the building quality and resiliency of the Civic Center portfolio; and.(4) migrate from -
leasing to ownership. The project will increase City office space to accommodate growth and
relocate these departments’ offices. '

On December 9, 2014, the Board of Supervisors approved an ordinance for a Conditional Land
Disposition and Acquisition Agreement with Related California Urban Housing, LLC (Related) to

SAN FRANCISCO BOARD OF SUPERVISORS . ' : BUDGET AND LEGISLATIVE ANALYST
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potentially develop the new City office building at 1500 Mission Street (Ordinance 254-14).
Related plans to develop this site to include (a) an approximately 463,300 gross square foot 18-
story City-owned office building along 11" Street and (b) an approximately 38-story,
multifamily residential development with 550 residential units and ground level retail along Van
Ness Avenue.

Pending certification of the environmental review, construction of the proposed project at 1500
Mission Street is expected to begin in 2017 and be completed in 2020, a construction period of
approximately three years. The Real Estate Division planned for the sale of three City-owned
buitdings - 30 Van Ness Avenuel, 1660 Mission Street, and‘1680 Mission Street - as a source of
funds to pay for the potential development of 1500 Mission Street, following certification of the
environmental review and subsequent approval to proceed with the project by the Board of
Supervisors. '

Selection of Listing Broker

In May 2016, the Real Estate Division issued a Request for Proposals (RFP) to real estate brokers
to sell 1660 and 1680 Mission Street via one brokerage agreement. Four prequalified firms
responded in the first round with offers to charge the City ranging from 0.39 to 0.75 percent of
the sale price, or a fixed fee of 0.5 percent of the sale price increasing for any amount over the
appraised value yielded. Since the offers included different conditions, the Real Estate Division
issued a second round RFP seeking a simple all-inclusive fixed fee offer. Colliers International

. submitted the most responsive proposal at a fixed fee of $240,000, inclusive of all costs (which
comes out to approximately 0.46 percent of the sale price of $52,000,000), with a waiver of
claims to payment if either property does not sell.

Offering of 1660 and 1680 Mission Street

On December 1, 2016, the Real Estate Division, working with Colliers International, offered the
1660 and 1680 Market Street properties for sale. Eighty-eight interested parties signed the
confidentiality agreement from the offering, and over 22 interested parties toured the
properties. Round one generated seven offers by January 12, 2017, ranging from $37 million to
$49 million. In round two;_four offers were received by January 19, 2017, ranging from $41
million to $52 million. The offer at $52 million, the highest bid, was tentatively advanced to the
final stages of due diligence and Purchase and Sale Agreement negotiation, fbllowing staff team
review and recommendation.

DETAILS OF PROPOSED LEGISLATION

The proposed resolution would approve the purchase and sale agreement by and between the
City and County of San Francisco (City) and SF Prosperity 2, LLC?, the highest bidder, for the sale
of City-owned properties located at 1660 Mission Street and -1680 Mission Street for
$52,000,000, including a City leaseback for a period of three years in the initial term, with two,
one-year options to extend, for a total leaseback of not more than five years. The proposed

! The sale and leaseback of 30 Van Ness Avenue is considered in separate legislation (File No. 17-0214).
% SF Prosperity 2, LLC is an entity of Michael Wang.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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resolution would also affirm the Planning Department’s determination under California
Environmental Quality Act (CEQA) and adopt findings that the sale is consistent with the
General Plan and Planning Code Section 101.1.

Leasebacks for City Office Use

The proposed resolution specifies that the purchase and sale agreement includes leasebacks to
allow City departments to continue to occupy the buildings at 1660 and 1680 Mission Street for
an initial term extending from the close of escrow, estimated to occur in early May 2017,
through April 30, 2020, or not more than three years, with two additional one-year options to
extend, through approximately April 30, 2022. DBI, which currently predominantly occupies
1660 Mission Street, and Public Works, which currently predominately occupies 1680 Mission
Street, will relocate to 1500 Mission Street when construction is completed, anticipated for
early 2020 pending completion of the environmental review process and a subsequent project
approval by the Board of Supervisors, as noted above.

SF Prosperity 2, LLC intends to continue use of 1660 Mission Street and 1680 Mission Street as
office space when the leasebacks end and the respective City departments relocate to the -
proposed new City-owned office building at 1500 Mission Street, if the City elects to proceed
with the project following the environmental review process. -

FISCAL IMPACT

Sale of 1660 Mission Street and 1680 Mission Street
Value of Proposed Sale

SF Prosperity 2, LLC, as the highest bidder, has agreed to pay the City $52,000,000 to purchase
1660 and 1680 Mission Street. SF Prosperity 2, LLC will also pay the City’s one-time transfer tax
estimated to be $1,560,000.2 In addition, SF Prosperity 2, LLC will pay annual property taxes* of
an estimated $613,184 in the first year.” Transfer taxes and property taxes are deposited into
the City’s General Fund. Therefore, the City will receive the sales price and transfer taxes of
$53,560,000 upon closing the proposed sale of 1660 and 1680 Mission Street, and will receive
annual property taxes in the first year of an estimated($613,184.

Appraised Value

The Real Estate Division obtained appraisai repo-rts,l prepared by Carneghi + Partners, and
appraisal reviews, conducted by Clifford Advisory LLC, for 1660 and 1680 Mission Street, in
compliance with Administrative Code Section 23.3.

3 Equal to the transfer tax rate of 3 pei'cent times the sales price of $52,000,000.

* The City does not assess property tax on its own properties, so property taxes are not currently paid on 1660 and
1680 Mission Street.

* Equal to the property tax rate of 1.1792 percent (the FY 2016-17 City property tax rate) times the sales price of
$52,000,000. The property tax amount is subject to (1) the Assessor’s assessed value, which may be above the

purchase price; and (2) the annual increase in the assessed value, which is capped at 2 percent and can be fower,
as determined by the State.

“SAN FRANCISCO BOARD OF SUPERVISORS : . BUDGET AND LEGISLATIVE ANALYST
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The April. 2016 appraisals of 1660 Mission Street and 1680 Mission Street by Carneghi +
Partners concluded that the properties had respective as-is market values of $42,500,000 and
$19,350,000, totaling $61,850,000 as shown in Table 1 below. In March 2017, Clifford Advisory
LLC, the review appraiser, prepared supplemental valuations for both properties, which
consider the impact on the valuations of the 3-year leaseback agreements. Clifford Advisory LLC
concluded that the properties have respective as-is values of $37,250,000 and $16,230,000 due
to the 3-year rent loss under the leasebacks, totaling $53,480,000, which is $8,370,000 less
than the original appraisal of $61,850,000 without the 3-year leaseback. A summary of the

appraisal and appraisal review values is shown in Table 1 below. '

Table 1: Appraisal Report and Appraisal Review Values for 1660 and 1680 Mission Street

Carneghi + Partners Appraisal Reports — April 2016 Amount
1660 Mission Street $42,500,000
1680 Mission Street 19,350,000
As-Is Market Value - $61,850,000
Clifford Advisory Appraisal Reviews — March 2017

1660 Mission Street $37,250,000
1680 Mission Street ) 16,230,000
As-Is Market Value, with 3-Year Leasebacks $53,480,000
Difference in Value due to Leasebacks ($8,370,000)

While the appraised value of $53,480,000 exceeds the $52,000,000 purchase price, Ms. Sandi
Levine, Project Manager at the Real Estate Division, states that the estimated transfer tax of
$1,560,000 should be added to the purchase price of $52,000,000 for a total value of the
property purchase of approximately $53,560,000. Ms. Levine states that adding the transfer tax
to the purchase price to calculate the total value of the purchase is reasonable because the
transfer tax is customarily paid by the seller (the City) but will be paid by the buyer (SF
Prosperity 2, LLC) for this transaction.

Listing Broker Commission

As mentioned above, the City will pay Colliers International a fixed fee of $240,000, inclusive of
all costs, upon closing the sale of the 1660 and 1680 Mission Street properties. The City will not
owe Colliers International a commission if either property does not sell.

Use of Net Proceeds for New City Office Space

Proceeds of $52 million -from the sale of 1660 Mission Street and 1680 Mission Street will be
allocated to the potential development of the new City-owned office building at 1500 Mission
Street, which is estimated to cost $326,690,953, with a total estimated project cost net of
appropriations of $439,265,000, if the City elects to proceed with the project following the
environmental review process. The sources and used of funds of the $439,265,000 estimated
project cost for the proposed 1500 Mission Street project are shown in Table 2 below.

SAN FRANCISCO BOARD OF SUPERVISORS ' . ' BUDGET AND LEGISLATIVE ANALYST
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Table 2: Sources and Uses of Fundé for 1500 Missipn Street

Amount

Sources .
Certificates of Participation (COPs) Par Amount $317,265,000
Sale Proceeds —30 Van Ness Avenue’ 70,000,000
Sale Proceeds — 1660 and 1680 Mission Street 52,000,000
Total Sources $439,265,000
Uses
Development Costs $326,690,953
Less Prior Appropriation (1,250,000)
FF&E, DT, and Moving Costs 29,397,433
City Services Auditor Fee (0.2% of Development Costs) 653,382
Certificates of Participation Delivery Expenses
Reserve Fund . 21,832,100
Interest & Fees/Capitalized Interest 31,051,471
Cost of Issuance 603,807
Underwriter’s Discount ‘ 2,220,855
Closing Costs (includihg broker commission)? 1,000,000
Defease Outstanding COPs on 30 Van Ness Avenue 27,065,000
Total Uses ‘ : $439,265,000

®The City will pay a commission to the broker of $240,000 from the sale proceeds of $52 million
for 1660 and 1680 Mission Street.

Funding for the 1500 Mission Street project, which is estimated to cost $326,690,953 for
development with an estimated project cost of $439,265,000 is subject to future Board of
Supervisors approval; including (a) certification of the environmental review; (b) appropriation
“of sale proceeds of $70,000,000 for 30 Van Ness Avenue and $52,000,000 for 1660 and 1680
Mission Street, totaling $122,000,000; and (c) issuance and appropriation of $317,265,000 in
COPS.

Leaseback Costs

The base rent for 1660 Mission Street and 1680 Mission Street would be $30.00 per square foot
per year, escalating 3 percent per year during the initial three-year term. Rent for the fourth or
fifth year options would be set at 100 percent fair market rent at that time, but not less than
the previous year’s rent.

Under the leasebacks, the City would be responsible for continuing to pay for all operating
costs, consisting of utilities custodial, engineering, maintenance, property management, and
security service costs, which are estimated to cost $11.13 per square foot per year, escalating
at 3 percent per year. The landlord will pay property taxes and insurance. The two properties
have a combined total of 112,074 rentable square feet.

Table 3 below shows the total annual rent and operating costs to be paid by the City over the
first three years of the leaseback to be $14,247,934.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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1660 Estimated Total Rent Rent and
. 1680 Mission Annual and Operating
Lease Year Mission Total Rent . .
Annual Rent Operating Operating Costs/SF
Annual Rent
_ Costs Costs [Year
Year 1: 2017 52,259,630 $1,102,590 $3,362,220 $1,247,384 $4,609,604 $41.13
Year 2: 2018 2,327,419 1,135,668 3,463,087 1,284,805 4,747,892 42.36
Year 3:2019 . 2,397,241 1,169,848 3,567,089 1,323,349 4,890,438 43.64
Total $6,984,290 $3,408,106 $10,392,396 $3,855,538 $14,247,934

According to Ms. Sandi Levine, Project Manager at the Real Estate Division, the fully serviced
lease rate of $41.13 in the first year of the leaseback is lower than other recent leases in the
Civic Center area. According to Ms. Levine, the current fair market value for leases for
comparable space in the Civic Center area is approximately $53.47 per square foot per year,
“which is $12.34 per square foot per year, or approximately 30 percent higher than the first year
rent and operating costs of $41.13. ’

Under the proposed leaseback, DBI's rent and operating costs for 1660 Mission Street will
increase by $1,281,210 in the first year and Public Work’s cost for 1680 Mission Street will
increase by $1,102,590 in the first year, for total additional rent and operating cost to the City
in the first year of $2,383,800, an increase of 107 percent, as shown in Table 4 below.

Table 4: Increase in Costs Under Proposed 3-Year Leaseback Agreerﬁent

Current Costs® Proposed New Costs b
Square .
Feet Per SF* Total Per SF° Total Increase Percent
1660 Mission 75,321 $24.12  $1,816,743 $41.13  $3,097,953 | $1,281,210 71%
1680 Mission 36,753 $11.13 409,061 $41.13 1,511,651 1,102,590 270%
Total 112,074 $2,225,803 $4,609,604 | $2,383,800 | 107%

® As noted above, (1) DBI currently pays aggregate rent to the Real Estate Division of $24.12 per square foot to
cover the costs of utilities and Real Estate Division custodial, maintenance and other operating services; and (2)
Public Works pays their own costs of an estimated $11.13 per square foot for utilities, custodial, maintenance and
other operating services.

®in the first year of the leaseback, DBl and Public Works would pay rent of $30 per square foot to SF Prosperity2
and would incur operating costs of an estimated $11.13 per square foot, totaling $41.13 per square foot.

According to Ms. Melissa Whitehouse, Mayor’s Budget Director, the Real Estate Division has
sufficient funds in its budget previously appropriated by the Board of Supervisors to cover rent .
and operating expenses for the remainder of FY 2016-17. According to Ms. Whitehouse, the
Mayor’s Budget Office is currently evaluating different strategies for paying the incremental
rent and operating expenses, but the rent model has not yet been finalized. Any future budget
increases to City departments would be subject to future Board of Supervisors appropriation
approval.

POLICY CONSIDERATIONS

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Finding about No Inconvenience to Public Interest

As noted above, Administrative Code Section 23.3 requires the Board of Supervisors to make a
finding that the public interest or necessity will not be inconvenienced prior to the conveyance
of real property. The proposed resolution lacks this finding and should be amended to add it.

Surplus Property Ordinance

Chapter 23A of the Administrative Code defines surplus property as any property that is not
required to fulfill the mission of the City department with jurisdiction over the property and
shall not include any land to be exchanged for other land to be used by a City department.
Chapter 23A also provides for the transfer of surplus properties to the M_ayor’s Office of
Housing and prioritizes the use of surplus property for affordable housing. Because the funds
from the sale of 1660 and 1680 Mission Street are being used for a City development that does
not involve affordable housing, approval of the proposed resolution is a policy matter.

RECOMMENDATIONS '

1. Amend the proposed resolution to add a finding that the public interest or necessity will not
be inconvenienced by the conveyance of 1660 Mission Street and 1680 Mission Street from
the City to SF Prosperity 2, LLC.

2. Approval of the proposed resolution, as amended, is a policy matter for the Board of
Supervisors.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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AGREEMENT FOR SALE OF REAL ESTATE
by and between

CITY AND COUNTY OF SAN FRANCISCO,
as Seller

and
SF Prosperity 2, LLC, a.California lirhited liability Company, or assignee,
: as Buyer

Fot the salé and purchase of
The real property commonly known as 1660 Mission Stréet and 1680 Mission Street,
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AGRE'_EMENT FOR SALE OF REAL ESTATE
(1660 and 1680 Mission Street; San Franciseo) .

THIS AGREEMENT FOR SALE OF REAL ESTATE (this “Agieement”) dated for
reference purposes-only as of Febraary 27, 2017, is by and between the CITY AND COUNTY
OF SAN FRANCISCO, a municipal corporatton (“City” or “Seller”), and SF Prospeiity 2, LLC,
a California hmlted Tiability comipany, or assighee (‘Buyer”).

THIS AGREEMENT IS MADE WITH REFERENCE TO THE FOLLOWING FACTS
AND CIRCUMSTANCES

A. As of the Clasing Date (as defined hereinafter), City will hold legal tltle to the
parcels of real property located at 1660 Mission Street.(aka. 1660-1670 Mission Streef)
(Block 3512; Lots 005 and 006) (¥1660™), and 1680 Mission Street (Block3512, Lots 009 and
010) (“16807) in the City and County of San Francisco as more patticularly described in
Section 1.1 below. 1660 consists of appy ‘oximately 19,464 square feet and is improved with one
six (6) story plus baserment, steel and concrete frame building with approximately 58 paiking
spaces (51 in the basement garage and-seven at grade). 1680 consists of approximately 11,030
squate feet and is impioved with onie-four (4) story steel and concrete frame brick infill building,
As well as the other components of the “Property” (as defined below). 1660 and 1680 are more
particularly deseribed and shown in Exhibit A attactied fiereto (the “Real Property™).

B. ‘Buyer has submifted the highest and best.fesponsible offer to purchase the Real
Property as determined by the Director of Propetty.

C. Buyer desites to purchase the-Real Property and City is willing to convey the Real
- Property directly-to Buyer, subject to approval by City’s Board of Supervisors and Mayor, on the
terms and conditions set forth hereinbelow.

ACCORDINGLY, for good and valuable considetation, the receipt and sufficiency of
which ate hereby acknowledged, City and Buyer agree as follows:

1, SALE AND PURCHASE
1.1 Property Inchided in ‘Sale

Subject to the tetms, covenants and conditions set forth herein, City agrees to convey the
Real Property directly to Buyer, and Buyet agrees to purchase from City, the Real Property,
together with (a) the personal property owned by City, if any, located at the Real Property and
used exclusively in the-operation or maintenance of the Real Propetty (the “Personal Property™);
(b) to the extent assignable, all existing watranties, guar anties, permits, licenses, approvals and
authorizations rélated to the Real Property or the Petsonal Property (the “Intangibles™); (c) all
buildings and structures located on the Real Property, all apparatus, equipment and appliances
used in connection with the: operation-or occupaney of the Real Praperty and its improvements
such as-heating and air’ conditioning systéms and facilities used to provide any utility,
refiigeration, ventilation, garbage disposal or other services, and together with all on-site parking
{collectively, the “Improvements™); and (d) any and all vights, privileges, and easements
incidental or apputtenant to, or uséd in connection with the beneficial use and enjoyment of, the
Land or Improvements, including, without limitation, any-and all minerals, oil, gas and other
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hydrocarbon substanees on and under the Land, as well as any and all development rights, air
rights, water; water rights, ripatidn rights and water stock relating to thie Land (collectively, the-
“Appurtenances”). The Real Propeity, Personal Propetty, Intangibles, Improvements and
Appurtenances are collectively referred to herein as the.“Property.”™

3. PURCHASE PRICE AND PAYMENT OF PURCHASE, PRICE

The purchase price for the Property is Fiﬁy Two Million and no/100 Dollars
($52,000,000.00) (the “Purchase Price”).

Buyer shall pay the Purchase Price as follows:

(a) ‘Within one (1) business day after this Agreenment is executed by the paitiey
heteto, Buyer shall deposit in escrow with. Chiicago Title Company (the “Title Comypany™) the
suini of Five Hundied Thousand and no/100 Dollats ($500,000.00) -as an initial earnest money
deposit (the “Triitial Deposit”). The Initial Deposit shall be considered as separate-and
independent consideration for Seller’s execution of this agreemeit and the grant to Buyer fo
conduct its due diligence. investigation of the Property and the grant to Buyei-of the right to
termninate this Agreement.. The Initial Deposit atid the - Additional Deposit (as. defined below) are
collectively referred to as the “Deposit”. The Initial Depasit shall be fully refundableto Buyer if
the Agreement is terminated in-accordance with Seetion 5.2-or for any reason prior to the -
expiration of the Contingency Period (as defined in Section 5.2 below). The Initial Deposit shall
be held in an interest-beating.accoumnt, and all ifitefest thereon shall be.deetned a part of the
Deposit. Upon Closing (as defined below) the. Iriitial Deposit shiall be paid to City and credited
against the Putchase Price.

(b) On or bisfote the next business day after the expiration of the Contmgency

- Period as provided in Section 5.2 below; Buyer shall increase the Deposit to Two Million and
110/100 Dollars ($2,000,000.00) by.depesiting irito escrow with the Title Company an additional
One Million Five Flundréd Thousand and n0/100 Dollars ($1,500,000.00) (the “Additional
Deposit”) in all cash or by wite transfer of immediately available funds. The Additional Deposit
shall bé held in an interest-bearing account and all interest thereon shall be deemed a part of the
Deposit. ‘At the Closing, the Additional Depos1t shall be.paid to City and credited agamst the
Purchase Price.

. () Buyeér shall pay the balance of the Purchase Price, less the Deposit, which is
Fifty Million and no/100 Dollars ($50,000,000.00), less any ciedits due to the Buyer hereunder,
and subject to any prorations or adjustments as provided in this Agreement, fo City at the
consummation of the purchase and saIe contemplated hereunder (the “Closmg”)

(G)) Notw1thstandmg any provision of this Agreement to the confrary, upon dny
early termination-of this Agreemetit where Buyer is entitled to a refund of the Déposit, the Title
Company shall deduct from the Deposit the sum of One Hundred Dollars ($100) (the
“Iidependent Contract Consideration”) and deliver such Independent Contract Consideration to
City, which amount the parties bar gained for and agree to as consideration for Buyer’s right to
inspect anid purchase the Property pursuant to this Agresment and for City’s-execution, delivery
and performance of this Agreement. Thé Independent Contract Considération is inn addition to -
and independént of any other consideration or payment provided in this Agreement, is
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nonrefundable; and is fully earned and shall be.retained by City notwithstanding any other
provision of this. Agreement.

All sums payable hereunder. including, without limitation, the Deposit, shall be
paid in cash or by wire ttansfer of immediately available funds of lawful money of the United
States of Amierica.

3. TITLE
3.1 Conveyance of Title

At-the Closing, City shall transfer its interest in and to the Real Property to Buyer by
grant deed in the form of Extiibit B attached hereto (thie “Deed”) and shall convey title to the
Personal Property by a'bill of sale‘in the form of attached Exhibit C (the “Bill of Sale™), such title
to be free of any liens, encumbrances of interests other than the Permitted Exccptlons (as-defined
in Section 5.1 hereof.

3.2 Notice Regarding Devéelopment of Housing

Buyer represents-that it-does not intend to develop or construct thiee (3) or more
residential units (a “Housing PIOJect”) on.thé Property and acknowledges that should Buyer
desire tor develop 4 Housing Project on the Propetty, San Francisco Platiing and Administrative
Code provisions, including but not lirnited to San Francisco Administrative Code Section 23.62,

mdy apply.
3.3 Title Insurance

Delivery of title it dccordance with Section 3.1 shall be evidenced by the commitment of
the Title Comparny to issueto Buyer , or its neminee, an ALTA exténded coverage owner’s
policy of title insurance (the “T itle Policy”) in the amount of the Puichase Price, insuring fee
simple title to the Land, the Appurtenances and the Improvements in Buyet, or its nominee, free
of the liens of any and.all deeds of trust, mortgages, assignients of rents, financing statemenits,
creditors’ claitns, Tighits of tenants or other occuparits, and all other exceptions, liens and
encumbrances except solely for the Permitted Exceptions pursuant to- Section 5.1(a) below. The
Title Policy shall provide full coverage against mechanics” and materialmen’s liens arising out of
the construction; repair or alteration of'any of the Property, shall fiot contain any exclision from
coverage for credifor’s tights or bankiuptey, and shall contain an affirmative endorsement that
there are no violations.of restrictive covenants, if any, affecting the Py opetty such 8pecial
endorsements as Buyer may reasonably request. .

1t is Buyer*s obligation to pay for the costs of the Title Policy, except for any costs
required fo cure clouds on title-to the Property that are not Perriitted Exceptioiis. Buyer
recognizes that any fenices or other physical morument.of the Property’s boundary lines may not
cortespond to the legal description of the Property. City shall not be responsible for any
unknown discrepancies-in the parcel area or location.of the property lines or any other matters -
which an accurate survey or inspection might reveal; provided City shall disclosé to Buyér any
known discrepancies: It is Buyer’s sole respossibility to obtdin a survey fiom an independent
surveyoi if desired.
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4. “AS-IS” PURCHASE; RELEASE OF CITY
4.1 Buyer’s Independent Investigation

By Buiyer glecting to proceed by issuing its Contingency Removal Notice pursuarit to
Section 5.2 below, Buyer will be deemed to have acknowledgéd and agreed that it has been
given a full opportunity to perform a diligent and thorough inspection and investigation of each
and every aspect of the Property, either independently or through agents of Buyer’s choosing,

including, without lirhitation, the following matters (eolleetively, the “Pr operty Conditions™);
provided, however, that Buyer’s acceptance ot waiver of the Propeity Conditions shall not hmﬁ:
or modify City’s expiess 1eplesentatlons anid warranties heéreunder:

(a) Bxcept as set forth in Section 5.1 and Section 5.3, all matters relating to title
including, without limitation, the existence, quality, nature arid adequacy of City’s interest in the
Property and the existence of physically open and legally sufficient access to the Propetty.

(b) Subject to Section 5.8, the zoning and other legal status of the Property,

~ including, without limitation, the compliance.of the Property or its operation with any-applicablé
codes, laws, regulations, statutes,-ordinances and private or public covenants, conditions and
restrictions, and all governmental and other legal requirements such as taxes, assessments, use
permit requiretnents and building and fire codes.

{c) The quality, nature, adequacy and physical condition ofthe Property,
incliding, but niot lifnited to, the structural eleinents, foundation, roof, intetior, landscaping,
- parking facilifies; and the electrical, mechani¢al, HVAC, plumbing, sewage and utility systems,
facilities and appliance, and all other physical and functlonal aspects of the Property.

(d) The qua'_li‘ty; nature, adequacy,-and physical, gedlogical and environmerital
condition of thie Property (including soils 4nd any groindwater), and the presence or absence of
any Hazardous Materials in, on, under or about the Property or any other real property in the
vieinity of the Property. - As used in this Agreement, “Hazardous Material” shall mean any-
mdterial that, because of its quantity, concentration or physical or chemical characteristics, is
now ot hereafter deemed by-any federal, state or local goveinmental authority to pose a present
or potential hazard to hunian health or safety or to the environment.

(e) The economies and development potential, if any, of the Property:
(f) All othei matters of material significarice affecting the Propeity.
4.2 Property Disclostres

(a) California law requires.séllers to.disclose to buyeis the presence or potential
presence of certain Hazardous Materials, Accordingly, Buyer is hereby advised that occupation
of the Property may lead to exposure to Hazaidous Materials such as, but not limited to,
gasolinhe, diese! and.other vehicle fluids, vehicle-exhaust, office maintenance fluids, tobacco
smoke, methane and building materials containing chemicals, such as forrialdehyde, By.
execution of this Agréement, Buyer acknowlédges that the notices and warnings set forth above
satisfy the requitements of California Health and Saféty Code Section 253597 and related
stafutes.
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(b) Natural Hazards. Report. Buyer acknowledges that on February 15, 2017,
City delivered to Buyer a Natural Hazard Disclosure Statement prepared by Disclosue Soutce.

4.3 Entry and Indemnity

In connection with any entry by Buysr ot its Agents onto the Propetty, Buyer shall give
Cityreasonable advance written notice of such entiy and shall conduct siich entry and any
inspections in connection therewith so as to minimizs, to the extent possible, interference with
uses being made of the Property and otherwise in a manner and 6n terms and conditions
acceptable.to City. All entries by Buyer ot its Agenits onto thie Property. to perform.any testing or
other investigations which-conld affect the physical condition of the Property (including, without
limitation; soil borings) ot the usés thereof will be: made only pursuant to the texrms and v
coriditions of -an executed Perinit to Enter Propeity in Connection with Envirorimental and
Geotechnical Investigation, by and bstween City and Buyer (the “Aceess Permit”). Buyer hereby
agreesto indemnify and hold City hasimless from any dariage or injury fo persons ot property
~ caused by Buyer or its Agents diring aity such ertries onito the Property prior to the Closing,
except to the extent such damage Or injury is'causéd by the acts or omissions of Seller or any of
its Agents. The foregoifig Indémnity shall not include any claims resulting from the discovery or.
disclosure of pre-existifig efivironmental coriditions or the non-negligent aggravation of pre-
existing environmental conditions on, iri, utider or about the Propeity; including the.
Improvements. This indemnity shall survive the termination of this Agreement or the Closing, as
applicable, providéd that Seller must give notice of any'claim it may have against City unider-
sach indemnity (iy within six (6) imouths of such termination if the claim is brought by a third
party against Seller or (ii) within three (3) months of such termination.or the Closing Date, as:
applicable; if the.claiim involves dariage to Seller’s Property:or any-other claim not brought by a
third party-against the Seller, :

City shall also make available-to Buyer without répresentation or warranty of any kind
whatsoever, all non-privileged iterns in its files relating to the Property for Buyet’s teview and
inspection, at Buyer’s sole cost, during nérmal business hours, Netwithstandiiig the foregoing,
Buyer’s review shall not include a review of'any of City’s infernal memoranda.or reparts, ay
privileged or confidential information, ot City’s appraisals of the Propérty, if any.

4.4 “As-Is” Purchase.

BUYER SPECIFICALLY ACKNOWLEDGES AND AGREES THAT CITY IS
SELLING AND BUYER IS PURCHASING:CITY’S INTEREST IN THE PROPERTY ON AN
“AS-IS WITH ALL FAULTS® BASIS. BUYER IS RELYING SOLELY ONITS | '
INDEPENDENT INVESTIGATION AND NOT ON ANY REPRESENTATIONS OR
WARRANTIES OF ANY KIND WHATSOEVER, EXPRESS OR IMPLIED, FROM.CITY OR
ITS AGENTS AS TO ANY MATTERS CONCERNING THE PROPERTY, ITS SUITABILITY
FOR BUYER’S INTENDED USES OR ANY OF THE PROPERTY CONDITIONS (EXCEPT
FOR CIT'Y’S EXPRESS REPRESENTATIONS AND WARRANTIES SET FORTH IN THIS
AGREEMENT). CITY DOES NOT GUARANTEE THE LEGAL; PHYSICAL;
GEOLOGICAL, ENVIRONMENTAL OR OTHER CONDITIONS OF THE PROPERTY, NOR
DOES IT ASSUME ANY RESPONSIBILITY FOR THE COMPLIANCE OF THE
PROPERTY OR ITS USE WITH ANY STATUTE, ORDINANCE OR REGULATION
(EXCEPT FOR CITY'’S EXPRESS REPRESENTATIONS AND WARRANTIES SET FORTH
IN THIS-AGREEMENT). IT IS BUYER’S SOLE RESPONSIBILITY TO DETERMINE ALL
BUILDING, PLANNING, ZONING AND OTHER REGULATIONS RELATING TO THE
PROPERTY AND-THE USES TO WHICH IT MAY BE PUT,
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"~ 4.5 Release of City

As part of its agreement fo purchase the Plopcrty in its “As-Is With All Faults” condition,

Buyer, on behalf of itself and its successors and assigns, waives any right to recover fiom, and
forever teleases and discharges, City, its officers, employees, agerifs; contractors arid
representatives, and their réspeqtive heirs, successots, legal representatives and assigns, from afy
and all demands, claims, legal or administrative.proceedings, lossés, liabilities, damdges,
penalties, fines, liens, judgments, costs or expenses whatsoever (including, without limitatien,
attorneys’ fees and costs), whether direct or indirect, known.or unknown, foreseen of unforeseen,
that may arise on accountof or in any way be contiected with (1) Buyer’s and its Agents and
customér’s past, present and future-use of the Property, (if) the physical, geological or
enivironmiental condition of the Property, including, without litnitation, any Hazardous Material
in, on, under, above or about the Propérty, afid.(iii) the application tothe Property of any federal,
state, local or administrative law, rule; regulation, order or requirement applicable thereto,
including, without lmitation, te Comprehensive Envitonmental Response, Compensation and
Liability Act.of 1980 (“CERCLA, also commonly known as the “Superﬁmd” law), as amended
by Superfund Amendments-and Reauthorization Act of 1986 (“SARA™) (42 U.S.C. '
Sections 9601-9657), the. Resource Conservation and Recovery Act of 1976, as amended by the
Solid Waste and Disposal Act of 1984 (collectively, “RCRA”) (42 U.S.C. S;:ctlons 6901-6987),
the Federal Water Pollution Coritiol Act, as amended by the Clean Water Act of 1977
(collectively the “Clean Water Act™) (33 U.8.C, Section 1251 et-seq.), the Toxic Substances
Coritrol Aet (“TSCA™) (15 U:S.C. Settions 260 1-2629), Hazardous Materials Transportation Act
(49 U.S:C. Section 1801 et seq.), the Carpenter-Presley-Tanner Hazardous Substance Account
Law (commonly known as the “California Supérfund” law) (Cahfmma Health and Safety Code

- Sections 25300-25395), Haziirdous Waste Control Act (California Health and Safety Code.
Section 25100 et seq.); Hazardous Materials Release Response Plans and Inventory Law

 (commionly known as thé “Business Plan Law™) (Califoihia Health and Safety Code
Section 25500 &t seq:), Potter-Cologne Water Quality Control Act (California Watei Code
Section 13000 et seq.), Safe Dtinking Watei and Toxic Eriforceitient Act of 1986 (commonly

" known as “Pr oposition 657 (Cahforma Healih and Safety Code Section 25249.5 et Seq.);

provided, hewever, that the provisions of this Seotion 4.5 do not exterid o, and Buyer does not

" release City with respect to, the matters that are the subject of City’s-express obligations in this

Agreement, representations and warranties set forth in this Agreement or uitder the other

documents and- lnStl iments executed by City in conriection with this Agreement.

In connection with the foregoing release, Buyer explessly waives the benefits of
Section 1542 of the California Civil Code, which provides as follows:

A GENERAL RELEASE DOES NOT EXTEND TO CLAXMS

' WHICH THE CREDITOR DOES NOT KNOW OR SUSPECT TO
EXIST IN HIS OR HER FAVOR AT THE TIME OF EXECUTING
THE RELEASE, WHICH IF KNOWN TO HIM OR HER MUST
HAVE MATERIALLY AFFECTED HIS OR HER SETTLEMENT
WITH THE DEBTOR.
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BY PLACING ITS INITIALS BELOW, BUYER SPECIFICALLY ACKNOWLEDGES AND |
CONFIRMS THE VALIDITY OF THE RELEASES MADE ABOVE AND THE FACT THAT
BUYER WAS REPRESENTED BY COUNSEL WHO EXPLAINED, AT THE TIME THIS
AGREEMENT WAS MADE, THE CONSEQUENCES OF THE ABOVE RELEASES.

INITIALS: BUYER:

5. CONDITIONS PRECEDENT
5.1 Permxtted Exceptions:
‘F01 purposes of this Agréement, the followirig shall constitute “Pelmltted Exceptions:”

(2) Each matter affecting tifle to Property disclosed by that ertain commitment to
insure the Real Property from Chicago Title Company (the “Titlé Commitrent”) that Buyer has

~~~~~

not objected to in writing priorto: the expiratiofi of the Coritingency Period;

(b) the lien of ad valorem real estate taxes, special taxes atd assessments fiot yet
due and payable as of‘the date of Closing, subject to proration as-herein provided;

(€) local, state and federal laws, ordinances or governméntal regulations,
including but not limited to building and zoning laws, or dinances and regulations, now-or
heteaﬁel in efféct velating to-the Property;

(d) the usual printed exceptions and exelusions.coritained in such title insurance
policies; and

() matters cansed by or on behalf of Buyer or its agenits.

Notwithstanding anything to the contrary contaiiied in this Agreement; the Permitted Exceptions
shall not ificlude any monetary liens (other than real estate taxes and assessmerits that afe not.
delinquent) and City shall have until the Closing to cause the satisfaction and removal of such
nioietary liens.

5.2 Contingency Period

Buyet has been given or will be-given before the end of the Contingency Period (as
defined below), a full opportunity to investigate the Property, eithei independenitly or through
agents of City’s own choosihg, including, without limitation, the opportunity to conduct-such
appraisals, inspections, tests, audits, verifications, inventories, investigations and other due
diligence regarding the econoinic, physical, envitorimental, title and legal conditions of the
Piropeity as Buyer deems fit, as well as the.suitability of the Property for Buyer’s intended uses.
Buyer and its Agents may commencé due diligenoe investigations on the Property on or after the
date this Agreerent is executed by City. Buyer shall have until 5:00.p.m. San Francisco Time oti
Friday, March 31, 2017 to review and approve or waive any issues related to the condition of or
title:to the Propetty (such period being referred to herein as the "Contingency Period").

If as 4 result of Buyer’s investigations, Buyer elects, in its sole and absolute diseretion, to
proceed with the purchase of the Pmperty, then Biiyer shall, before the expiration of the
Contingency Period, notify City in writing that Buyer has approved all such matters (the
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“Contingency Removal Notice™). Ifbefore the end of the Contingency Period Buyer fails to give
City the Contingency Removal Notice Buyer shall be deemed to have elected notto proceed with
the purchase of the Property.. Notwithstanding the foregoing, if Buyer Ob_]BCtS to any of the
matters contained within Section 5.1 or any other matter discovered by Buyer m the course.of its
dué diligence investigations within the Contingency Period, then City may, but shall have no
obligation to remave or remedy any objectionable.matter. If City agtees fo remove or remedy
the objectionablé rattét, it shall notify Buyer within ten (10) days following Buyer’s notice of -
objection, arid the Closing Date shall be delayed for solong as. City diligently pursues such
yemoval or remedy. If and When City elects fi6t to remove ot remedy the objectionable matter,
which City may do at any time including following an initial election to puirsue remedial or
cotréctive actions, this Agreement shall automatically tetthiniate, the Deposit shall be retarned to
Buyei;, and neither patty shall have any further rights or obligations hereunder except as provided
in Sections 4.3 [Entry-and Indemnlty], 8.2 [Brokeis], or 12 [Authority] or as otherwise exptessly
provided herein.

5.3 Title Review Following Execution of Agreement.

Seller shall have causg to have Title Company deliver to Buyer a current preliminary
tepoit or the Real Propetty, issued by Title Company, accompanied by copiés of all documents
referred to in thereport (collectively, the “Pieliminary Report™). Within five (5) days after the
date-of this Agreement, Seller shall deliver to Buyer copies of any-existing or proposed
easements; covenants, restrictions, agreetents.or othér documents that affect the Propeity, and
are not disclosed by the Preliminary Repott, or; if Seller knows of no such documents a written
certification of Seller to that effect. Buyer may at its option and cost arrange foi an “as-built”
survey of the Real Property and Improveitients prépared by a licensed sutveyor (fhie *Survey™).

Buyer shall advise Seller, ptior to the end of the Contingency Périod, what exceptions to
title, if-any, Buyer objects to. (“Buyer’s Objéction Notice™), Seller shiall have ten (10) days after
receipt of Buyer’s hiotice of any objections to title to give Buyer: (A) evidence satisfactoty to
Buyer of the removal of all objectionable exceptions from title or that such exceptions will be
removed or cured on or before the ‘C[osfng‘, or (B) notice that Seller elects not fo cause such
éxceptions to be removed. If Seller gives notice under clause (B), Buyér shall haveten (10)
business days following Sellei’s notice, to elect to ptoceed with the purchase or terminate this
Agreement, and thi¢ Contingeney Period shall be extended by the number of days required to
allow for such ten (10) business day-period. If Buyer shall fail to give Seller notice of its election
within such tén (10) business days, Buyer shall be deemed to have elected to terminate this
Agreeprent. If* Seller gives notice pursuant to clause (A) and fails to remove any such
objectionable exceptions fiom title priof to the Closing Date,.and Buyer is unwilling fo take title
subject thereto, Seller shall be iti default hereunder-and Buyer shall have the rights and remedies
provided herein or.at law or in.equity: '

If'any update of the Title Commitmient or the Survey after the date of the expiration of
the Contingency Period but prior to the Closing Date discloses new éxceptions, matters or
conditions which are (a) fir'st discoveted or disclosed to. Buyer afterthe date of the expitation of
the Contingeticy Period, (b) not disclosed by the Title- Commitment or Survey prior to the
expiration-of the Contingeney Péricd and (c) niot permitted or consented to by Buyer, or
otherwise result from actions-of Buyer or its Agents (a “New Title Matter”), Buyer ‘may notify
Seller in writing (the “Gap Notice™) of Buyei’s objections to any such New Title Matter. Tf
Buyér fails to deliver wiitten, notice to Seller of an objection to any such New Title Matter within
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five (3) business days of recelving written notice of the existence of such New Title Mattel_, ‘then
Buyer shall be deemed to have accepted such New Title Matter, which shall constitute a
'Permitted Exception (as defined in Section 5.1). If Buyer sends a Gap Notice to Seller, then
Seller shall have five (5) days after receipt of the Gap Notice to niotify Buyer that Seller will
either (a) cause such objectxonable New Title Matter to be removed from tifle or insured over on
ot before the Closing; provided that Seller may extend the:Closing for such period as shall be
required to effect such cure (not to exceed sixty (60) days); or (b) elects mot to cause such New
Title Mattér to be removed (a “Non-Removal Notice™). If Seller fails to notify Buyer of its
election within said five (5) day period, then Seéller shall be déemied to have delivered a Non-
Removal Notice as to thdt exception. If Seller gives (or is deemed to have given) Buyér-a Non-
Removal Notice, then Buyer shiall have-five (5) business days within which to notify Seller in
writing that Buyer elects to either (i) fievertheless pioceed with the purchase and take title to the
Propétty subject fo such disapproved New Title Matter, or (if) terminate this Agreement. If
Buyer fails to notify Seller in writing of its election within said fivé (5) ‘business day petiod, then
Buyer shall be déeried to Have elected to tetminate this Agreement. Upon the termination of this
Agreemiént, the Deposit shall be returned to-Buyer, and néither partyshall have ady firther rights
or obligations hereundet except as provided in Sections 4.3 [Entry and Indemnity], 8.2 [Blokms},
of 12 [Authority] or as otherwise expressly provided herein. Notw1ths’candmg the foregoing, in
the.event any such update of the Title Commitment.of Sutvey is obtained on or after the date that
isten {1 0) business days priof to the Closing Date; Buyer shall have the tight, at its option, on or
prior to the Closing Date, to extend the Closirig Date for ip {0 ten (10) business days after such
original Closing Date to-dccommodate the foregoing review and objection process.

5.4 City’s Condition Precedent N

The follong are conditions precedent to City’s obligation to sell the Property to Buyer
(“City’s Conditions Precedent™);

() Buyer shall have: penfbrmcci all of its obligationis hereunder and all of Buyer’s
representations arid warranties shall be true and correct in all material respects as of the Closing.

~ (b) Buyer shall have delivered all funds required inl connection with the Closing
to Escrow, including without limitation, all Closing Costs (as defined in Section 8.1) and the
Purchase Price.

: (c) A resolirtion or ordinarice approving and authorizing the transactions
coritemplated hereby and finding that the public.interest or necessity demands, or will not be
inconvenienced by the sale: of the Property, shall have been adopted by the City®s Board of
Supervisors and Mayor, it their respéctive sole and absolute discrétion..

(d) Buyer shall have executed and delivered a Leaseback Agreement with Clty in
the form attached liéreto as, Exlnblt E.

5.5 Failure'o'f’City’s Conditions Precedent

Each of City’ s Conditions Ptecedent are mtended solely for the benefit of City. If any of
City’s Conditions Precedent are not satisfied as provided above, City may, at its. ophon,
terminate this Agreement. Upon any such termination, except in the event that Buyer is in
default of its obligations under this Agreement, (in which case the provisions of Section 9 shall
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apply), the Deposit shall be promptly delivered by Title Company to Buyer, and thereafter
nejther party shall liave any further rights or obligations hereunder except as provided in
Sections 4.3 [Entry and Indemnity], 8.2 [Brokers], or 12 [Authority] or as otherwise explessly
provided hetéin,

5.6 Buyer’s Co‘ndit'itms- to Closing’

, The Closing and Buyer’s obligatiof to consummate the transactions contemplated by this
Agreemeiit and the exhibits attached hereto are subject to- the: satisfaction of the following
conditions (which can be-waived by Buyer);

(a) Buyer shall have reviewed and approved title to the Propeity in accordance.
with Section 5.3 above; .

(b) Buyei’s review aiid apptoval, within the Contingency Period, of the physical
and environmental conditions of the Property, including, without limitation, structural,
mechanical, electrical and othér physical conditions of the Propeity.

(c) Buyer’s review and approval; within the Contingericy Period, of thie
environmental condition of the Pr operty, including an examination fof the p1csence or absence of
any Hazardous. Materials. Buyer shall be responsible for performing or arranging any such
reviews at Buyer’s.expense, provided that if Buyer’s consultants réasonably determine that;
based upon their Phase I examihation, a Phase II examitiation is necessary with respectto allora -
part of the Real Propeity, Buyer may elect to perform a Phase II exaiination as approved by the
Director-of Property during the Contingéncy. Period.

(d) Buyer’s teview and approval, within:the Contingericy Period, of the
compliance.of the Property with all applicable laws, regulations, pérmits and approvals.

(e) Buyer’s review and approval,-within the Contingency: Period, of (i) the
following documents, all to the-extent such documents exist and-are either in the possession or
conttol of Seller; structural calculations for the Improvements; sife plans; copies of the as-built
plans and specifications for the: Improvements; recent inspection reports by Seller’s engineers
service contracts; utility contracts; ‘faihtenance contracts; ; brokerage and leasing commission
agreenients which may continue after Closing; certificates of occupanicy; presently effective
warranties or guaranties.teceived by Seller fiom any coitiactors, subcontractors, suppliets or
matetialinen in connection with aity construction, lepau oralteration of the Improvements; thiid-
party insurance:policies, and reports of insurance carriers insur ing the Property and each portion
thereof respecting thé ¢laims history ofthe Pr opei'ty, environmental reports; studies, surveys,
tests and assessments; scils:and geotechnical reports; and any other contracts o documents of
significance to-the Property (colIectively, the “Documents™); and (if) such other information
relating to the. Property that is.specifically and reasonably requested by Buyer of Seller in wiiting
during the: Contingency Period (collectivély, the “Othier Information™).

() To thebestknowledge of the Director of Property, Seller shall hot be in
default in the performance of afty covenant or agreerietit to bg performed by Seller under this
Agicement, and all of Seller’s represeiitations and warranties contained in or made pursuant to
this Agreement shall have been true and correct when made and shall bé true and cofrect as of
the Closing Date. At the Closing Seller shall deliver to Buyer a certificate certifying that each of
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Seller’s representaﬁons. and watranties contained in Section 9.1 [Representations and Warranties
of Seller] below ate trte and correct as of the Closing Date, in the form attached hereto as
Exhibit 1. ~

(g) The physical condition of the: Propetty shall be substantially the same on the
Closmg Date as on the date of Buyer’s execution of this Agreement, feasonable wear and tear
and loss'by casualty excepted (subject to thie provisions-of Section 7.1 [Risk of Loss]), and, as-of
.thé Closing Date; there shall be o litigation or administrative agency or othet- govemmental
proceeding, pending or threatened, which after the Clositig would materially adversely affect the
value of the Property or-thie ability of Buyer to operate the Property for its.intended use, and no
proceedings shall be pending or threatened which could or would eause the change,
redesignation or other:modification of any building of envxronmental coderrequirements
applicable to, any of the Property.

(h) There shall be no matetial adverse changes to the Property.

. (i) Fee title to'the Property shall be vested in the City and the City shall be ina
position to transfer title directly to Buyer.

(i) City’s-délivery of the items requited to be delivered by City pursiant to
Section 6.3 of this Agreement, not later than the Closing Dafe (utless otherwise provided).

(k) Title Company’s issuance or commitment to issue on or before-the Closing
Date, an owner’s policy of title insurance; inthe amount of the Purchase Price, insuting Buyer as
the fee simple owner of thie Propetty to be conveyed lieteunder, subject only to the Permitted
Exceptions. -Buyer shall satisfy or eliminate, on or before the Closing Date, those title
requirements to be performed ot otherivise satisfied by Buyer, ‘Seller shall satisfy or eliminate,
on ot before the. Closing Date, those title requirements to be performed or otherwise satisfied by
Seller. :

(D) City’s répresentation$ and wairanties contained in this Agreement shall bé
true anid corfect in all matetial respects as of the Closing, and City shall have otherwise:
performed in all material respects its obligations under this Agreement which are required to be
performed by City priot to the Clo's-i‘ng Date.

(m)Seller’s delivery of actual possession ofthe Property, subject.only to the
Leaseb ack Agreement

(n) A resolution ar ordinarice approving and authorizing the transactions
contemplated heréby dnd fifiding that the public interest or necessity- -demands, or will ot bé
incorivenienced by the sale of the Pmpeﬁy, shall have been adopted by the City’s Board of
Supervisors and sxgned by the Mayor, in their respective sole and absolute discretion.

5.7 Failure of Buyer’s Conditions Precedent

If any of the conditions sef forth'in Section 5.6 are not timely satlsﬁed or waived by
Buyer in its sole discretion; theit:
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(d) This Agreement and the rights and obligations of Buyer and City hereunder
shall terminate, and this Agreenient shall be of no-further force or effect, except for those matters
. which, by the express terms of this Agreement, survive the termingtion of this Agreement; and

(b) Except in the ¢vent that Buyer is in default under this Agreement (in which
case the provisions of Section 9 9 shall apply), the Deposit shall be promptly delivered by Title
Company to Buyer.

5.8 Cooperation with Buyer

(a) City shall coopérate with Buyer and do ali;acts as may be reasonably
requésted by Buyer with tegard to the fulfillment of any Conditions Precedent, bt Seller’s
representations and warranties to Buyer shall ot be affected or ieleased by Buyer’s-waiver or
fulfilliment of any Condition Precedent. City hereby authorizes Buyer and its Agents to make all -
inquiries with and applications o any person ot entity, including, without limitation, any
regulatory authority with jurisdiction as Buyer may reasonably require to complete its due
diligerice investigations.

(b) The staff of the City’s Real Estate Department will cooperate in good faith
with Buyer and will not oppose Buyer with respect to Buyet’s desite to rezone the Pr operty as C-
3-G. Buyer understands that any rezoning will be undertaken by the Planning Department of the
“City and the City’s Board of Supeivisots in their sole discretion.

6. ESCROW AND ' CLOSING
6.1 Escrow

On the date the-paities hereto-execute this Agreement, Buyer and City shall depOSIt an
executed counterpart-of this Agreetient with the Title Company, and this instrument shall servé
as the instructions to the Title Company as the escrow holder for éonsummation of the purchase
and sale contemplated hereby. City and Buiyer agree to execute such supplementary eserow
insteu¢tions as may be appmpuate fo enable the Title Compariy to-comply Wlth the terms of this
Agreement; provided, however, in the éverit of any conflict between the provisions of this
Agreement and any supplementary. escrow instructions, the te1ms of this Agreement shal]
corttol.

6.2 Closing Date

Thé Closing hefeunder shall be held, and delivery of all items to be made at the Closmg
under the terms of this Agreement shall be made, at the offices of the Title Company on May. 1,
2017 or such earliei daté and tithe as Buyer and City may mutually agree upon in writing (the
“Closing Date™). Such date and. tlme may not be extended without thie prior written approval of
both City and Buyer.

6.3 Deposit of Documernts and Funds
(a) At or before the Closing, City shall deposit into escrow the foliowing items:

. (i).  the duly executed and aclgnowledgé:d Deeds conveying 1660 and
1680 to Buyer, in the forms attached hereto as Exhibit B;
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(i)  duly executed counterparts of the Bills of Sale covering the -
Personal Property, in the forms sttached hereto as Exhibit Cs.

(i)  four (4)-duly executed counterpaits of the Assignment and
Assumption of Intangibles in the form attached hereto as. EXhlblt G (the “A331gnment of
Intangibles):

(iv)  four (4) duly executed counterparts of the Office Lease. (1660
Mission) in the form attached hereto as Exhibit E-1, and the:Office Lease (1680 Mission) in the
fottn attached herefo as Exhibit -2 (the office leases shall collectwely be.referred to as the:
- “Leases™); and

(v) the. duly exceuted certificate regarding the accuracy of Sellet’s
representations and warranties set forth in Section 9.1 as of the Closing Date.

(b) At or before the Closing, Buyer shall deposit into escrow the following items:
(@)  thefunds necessaty to close this transaction;
(i)  aduly executed and acknowledged counterpait of the Deed;,

: (i)  four (4) duly exécuted couriterparts of the Assignment of
Intangibles; and

(’i’v) four (4) duly executed counterpaits of the; Leases.

(¢) City and Buyer shall edch deposit such other instruments as are reasonably
required by the Title Company.(including a duly executed ownet’s title affidavit of City in form
reasonably acceptable to Buyer and the Title Company) ot otherwise required to close the escr: ow
and consummate the purchase of the Property in accordance with the teirirs hercof.,

: (d) City shall deliver to Buyel origifials (or to the éxtént originals are not
available, -copies) of any itetiis which City is réquired-to furnish Buyer copies of ormake
available at the Property, within five'(5) business days-after the Closing Date. City shall deliver
to Buyer a set of keys to the Property on the Closing Date.

6.4 Prorations

Any real property taxes, refunds and assessmerits (prorated based on the payment period
to which the same ate attributable, 1ega1dless of whether then due and payable); water, sewer and
utility charges; amounts payable under any service: contiacts; annual permitsand/or inspection -
fees (calculated on the basis bf the period covered); and any other €Xpenses nor ‘mal to the
operation and maintenance of the Property (except as specifically provided below), shall all be
prorated as of 12:01 -a.in. on the date the Deed is recorded, on the basis of a three hundred sixty-
five (365)-day'year: City and Buyer hereby agree that if" any of the above described prorations
cannot be calculated accurately on the Closing Date, then the same shall be calculated as soon as
feasonably practicable after the Closing Date and either party owing thé other paity a sum of
money based on such subsequent proration(s) shall promptly. pay said sunito'the other-party.

o 13 n:\spelproj\shatedimsexton\! 660-80 mission [9690013\psa 1660-
1346127272 : 1680 wiission catty-2.09.2017.doc



7. RISK OF LOSS
7.1 Loss-

City shall give Buyerotice of the oceutrence of damage or destruction of; or the
commencement of condémnation. proceedings affecting, any pottion of the Property. In the
event that all or any pomon of the Property is condernned, or destroyed or damaged by fire or
other casualty prior to the Closing, then Buyer may, at its option to be:exercised within ten (10)
days of City’s notice of the occutrence of the. damage or destruction or the commmencethent of
condemnation proceedings, either terminate this Agreement or consummate the purchase for the
full Purchase Price as required by the terms hereof. If Buyer elects to términate this Agreement
with proper and timely notice as set forth above, ther this Agreement shall terminate at the end
of such ten (10)-day peiiod, the Title Company shall return the Deposit t6 Buyer, and neither
party shall have any further rights or obligations hereunder exeépt as provided i Sections 4.3
[Entry and Indemnity], 8.2 [Brokers], or otherwise expressly provided herein. If Buyer elects to
proceed with the purchase of the Property; then upon the Closinig, Buyer shall receive a credit
agamst the Purchase Price payable hereunder equal to Buyer’s reasonable estimate of the cost to
repaiiany casualty datage: (less any cost of repair actually expetided by City pr for to the
Closing) or the amount of any condemnation awards actiially collected by C1ty If any
condémnatioi awards have not been collected as of the Closing, then City-shall assigh such
awards to Buyer, and Buyer-shall not receive any credit against the Puichase Price with respect
to such awards.

7.2 Self-Insurance

Notwithstanding anything to the co.nt‘rary above, Buyer acknowledges that City self-
insures and shall not be obligated to purchase any third-party comiereial liability insurarice or
propetty insurance.

8. EXPENSES
8.1 Expenses

Buyer shall pay the cost 6f the Survey, the premium for the Title Policy and the cost of
the endorsements thereto, and eserow and recording fees. City shall be responsible for all costs
incurted in connection with the prepayment or satisfaction of any loan, bond.or other
indebtedness secured by the Property including, withoutlimitation; any prepayrment fees,
penalties or chiarges. Buyet and City shall équally share any escrow fees and recording charges
and any othier costs and chaiges of the escrow for the sale (the “Closing Costs™). Buyer shall pay
the costs of any transfer taxes applicable t6 the sale of the Praperty. Any other costs and charges
of the escrow for the sale not otherwise provided for in this Section or elsewhere in this
Agreenient shall be allocated in accordance with the closing custofns forthe City and County of
San Francisco, as defermined by Title Company.

8.2 Brokers
~ The parties represent and warrant to each other that no broker or finder other than
Colliexr’s International, who was engaged by City pursuant to a separate agreement, was

instrumental in arranging ot bringing about this transaction and that there are no other claims or
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rights for brokerage ¢ommissions or finder’s fees in connection with the transactions
contemplated by this Agreemeit, If ariy persor brings a ¢laim for a commission or finder’s fee
based on any coiitact, dealings, or communication with Buyer or City, then the party throngh
whoem such person makes a claim shall. defend the othex party from such clain, and shall
indemiify the indémnified paity from, and hold the indemnified party against, any and all costs;
damages, claims, liabilities, or expenses (iicluding, without limitation, reasonable attorneys’ fees
and disbursements) thattheindeminified party incurs in defending against the claim. The
provisions of this.Section shall survive the Closing, or,.if the purchase and sale is not-
consummated for any reason, any términation of this Agreement.

9. REPRESENTATIONS AND WARRANTIES.
9.1 Representations and Warrsritiés of City

To the best knowledge of the Director of Property, Clty tepiesents and wattants to, and
covenants with Buyer as follows:

(2) Except as disclosed to Buyer, there are now, and at the time of the Closing
will be, no material physical or mechanical defects of the Property, and no violations-of any
laws, rules or regulations applicable to the Property, including, without limitation, any
earthquake, life safety and handicap laws (ineluding, but not lifited to, the Americans with
Disabilities Act). - ' ’

(b) All existing and pending leases and othér occupancy agreerrients affecting the

_ Property (“Leases”); documents and other infoimation. furnished to Buyer are all of the relevant
documents-and information pertaining to the conditjon and operation of the Property to the extent
available to Seller, and are and atthe time of Closing will be true, correct and complete copies of
such documents atid the Leases are and at the time of Closing will be in full force and effect,

. without default by (or notice of default to)y any party.

(¢) No decument of instruiment furnished or to be furnished by the-City to Buyer
ity connection with this Agreement contains or will contain any untrue statetient of miatetial fact
ot omits or will omit a- material faét tiecessary to-make the statements contained therein not
misleading, undei the circuistarices under which any such statement shall have been imade,

~ (d@) City does not have knowledge of any condemnation, either instituted or
planned to be instituted by any governmental or quasi-governmental agency, which could
detrimentally affect the use, operation or value of the Property.,

(€) To City’s knowledge, all utilities requited by law or by the normal use and
operation of thie Property are installed to-the property lines.of the Property and at the time of
Closing are adequate to service the Propeity.

(f) Except as disclosed to Buyer, oras set forth in aity title report relating to the
Property there are no easements or rights of way which have been acquired by prescription or
which are otheiwise not of recoid with respect to the Property, and there are no easerrients, Tights
of way, petmits, licenses. or other forms of agreement which afford thiid parties the right to
traverse any portion of the Property to gain access to other real property. There are no disputes
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with regard to the location of any fénce or other monumient of the Property’s boundary nor any
claims or actiofis involvifig the location of any fence or boundary.

(g) There is no litigation pending or, after due and diligent inquiry, to the best of
City’s knowledge, threatened, against City orany basis therefor that arises out of the ownership
of the Property or that might deir imentally affect the use or operatjon of the Property for-its
intended purpose or the value 6fthe Property or the-ability of City to perform its obligations
under this Agreement.

(h) City is the legal and equitable owner of the Property, with full nghf to convey
the same, and without lithitihg the generality of the foregoing, Clty has niot granted any option or
right of firstvefuisal or first oppoitunity to any third party to acquite any interest in any of the

Property.

(i) City knows of no facts riot has City failed to disclose:any fact that would
prevent Buyer from usitig and Opérating, the Property after Closing in the normal inannér in
Wwhich-it is intended.

(j) City hereby repiesentsand wattants to and covenants with Buyer that to the
best knowledge of the John Updike, Director of Property, the following statements are tive and
cofrect and will be true and coitect as of the Closing Date: (i) the Property is not in violation of
any Environmental Laws; (ii) the Property is hot now, nor has it éver been, used in any matiner
for the manufactuse, use, storage,; discharge, deposit, transportation or disposal of any Hazardous
Material, except as described in Schedule 1 (“Seller’s Environmental Disclosure®™); (iii) there has
been no release and there is no threatened release of any Hazardous Matérial in, on, under or
about the Property; (iv) there have not been.and there are not now amy underground storage
tanks, septic taiiks or-wells or any aboveground storage tanks at any time used to store
Hazardous Material located in, on orunder the Propetty, or'if thete have been or are any éiich
tanks or wells located on the Property, their location, type, age and tontént has been specifically
identified in Seller’s Environmental Disclosure; they have been pioperly registered with all
appropriate. authonncs, they ate in full compliance with all applicable statutes, ordinances and
regulahons and they have not xesulted in the release or th1 eatened release of any Hazardous
does not congist of any ]andﬂll or of & any bmldmg mater 1als,, that contain Hazardous Matel 1al and
(vi) the Property is not subject t6 dny claim by any govetnmental regulatory agency or third paity
related to the:-ielease or thredtened release of any Hazardous Material, atid ther is no inquiry by
any governmental agericy (including, without limitation, the Califofnia Depattment of Toxic
Substances Control or the Regional Water Quality Control Board)-with respeot:to the preserice of
Hazardous Material iri, on, urider or about the Property, or: the migtation of Hazardous Material
from or to other property. As used herein, the followmg telms shall have the meanings below:

(i  “Bnvit onmental Laws” shall mear aity ptesent or future federal,
state or local laws, ordinances, regulations or policies relating to Hazardous Material (including,
without limitation, their use, handling, transportation, production, dlsposal, dischatge or storage)
or to health and safety, industrial hygiene or énvitonmental conditions in; on, under or about the
Property, including, without limitation, soil, air and groundwater conditions.

(i)  “Hazardous Matetial” shall inean any miateiial that, becavse of its
quantity, concentration or physical or chemlcal characteristics, is deemed by any federal, state or
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local governmental authority to pose a ptesent or potential hazard to human hea]th or safety or to
the environment. Hazardous Material includes, without limitation, any material or substance
defined ds a “hazardous substance,” or “pollutant™ or “contaminant” pursuant to the
Comprehensive Environthental Résponse, Compensation and Liability Act of 1980 (“CERCLA”,
also commionly known as the “Superfund” law), as-amended, (42 U.S.C. Section 9601 ¢t seq.) or
pursuantto Section 25281 of the Califorhia Health & Safety Code; any “hazardous waste” listed
+ pursuant to Section 25140 of the California Health & Saféty Code, any asbestos.and asbestos
containing materials whether or not such materials are part of the structure of the Iimproveineits
or ate naturally occuriing substances on or about the Property; petroleuin,. including crude oil:or
any fraction thereof, natural gas'or natural gas liquids; aiid “source;” “special nuelear™ and “by-
product”? material as defified in the Atomlc Energy Act of 1985, 42 U.S.C. Section 3011 et seq:

(i) © “Release” or “thicatened release™ when used with respect to
Hazardous Material shall include afy dctual or imminent spilling, leaking, pumping,. pouring,
emitting, emptying; dxschalgmg, injecting, escaping, leaching, duinping; or disposing into or.
inside any of the improvements, or i, on, under or about the Property. Release shall include;
without limitation, “release™ as defined in.Section 101 of the Compiehensive Environmental
Response, Conipensation and Liability Act (42.U.8.C. Section 9601).

(K¥) There are:now, and at the-time of Closing will be, no otcupancy agreements
affecting the Property except the Leaseback Agreement. At the titne of Closing there will be no
outstanding written or oral contracts made by City for any of the Improvements that haye not
been fully paid for and City shall cause fo be: discharged all mechanics’ or materialmen’s liens
arising from any labor or materials furnished to the Property prior fo-the time of Closinig. There
are no obhga‘uons in contiection with the Property. which will be binding upon Buyer after
Closing except for matters which-aré set forth in the Preliminary Report and except for the
Leaseback Agreeétnent,

(. Seller is:nota “foreign person® within the meaning of Section 1445(£)(3) of
the Federal Tax Code.

9.2 Survival.

The express representations and wairanties made by-Seller in Section 9,1 of this
Agreement shiall riot metge irito any instrument or conveyancé delivered at the Closing;
provided, however, that any action, suit or pioceeding with respect to the truth, accuracy or
completeness of such fepresentations and warranties shall be cominenced, if at all, on or before
the date that is twelve (12) months following the Closing Date, and, if not commenced o ot
before the expix ation of such date, thereafier shall be void and of no forge or efféct, In addition
to the foregoing, Buyer shall not be permitted to conimence any action, suit or proceeding with
tespect to the truth, accuragy or ‘completeness of such representations and warranities unless the
damages suffered by Buyer as a result thereof shall exceed Five Hundted Thousand Dollars
($500,000.00) in the aggregate for all such breaches and Seller’s maximum aggregate liability
herennder for all such breaches shall:not exceed Five Millioti Dollars ($5,000,000,00).

10. LIQmATED DAMAGES

IF THE SALE OF THE PROPERTY IS NOT CONSUMMATED DUE TO THE
FAILURE OF ANY CONDITION PRECEDENT OR CITY’S DEFAULT OF ITS
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OBLIGATIONS HEREUNDER AND BUYER IS NOT THEN IN DEFAULT OF ITS
OBLIGATIONS HEREUNDER, THEN BUYER MAY ELECT, AS BUYER’S SOLE AND
EXCLUSIVE REMEDY, UPON NOTICE TO CITY NOT MORE THAN THIRTY (30)
DAYS AFTER THE ORIGINALLY SCHEDULED CLOSING DATE, EITHER (X) TO
TERMINATE THIS AGREEMENT AND RECEIVE A REFUND OF THE DEPOSIT OR
(Y) TO FILE SUIT TO OBTAIN SPECIFIC PERFORMANCE. OF CITY’S
OBLIGATION TO CONVEY THE PROPERTY, BUT NOT DAMAGES (AND BUYER’S
FAILURE TO DELIVER A NOTICE ELECTING ONE OF THE REMEDIES
DESCRIBED IN THIS SENTENCE SHALL BE DEEMED TO BE BUYER’S ELECTION
TO TERMINATE THIS AGREEMENT AND RECEIVE A REFUND OF THE
DEPOSIT); PROVIDED, THAT IF BUYER FILES SUIT FOR SPECIFIC
PERFORMANCEBUT IS UNABLE TO OBTAIN THE SAME, THEN THEREAFTER
~ THE DEPOSIT SHALL BE RETURNED TO BUYER. IF THE SALE IS NOT
CONSUMMATED DUE TO:ANY DEFAULT BY BUYER OF I'TS OBLIGATIONS
HEREUNDER AND CITY IS NOT THEN IN DEFAULT OF ITS OBLIGATIONS
HEREUNDER, THEN THE TITLE COMPANY SHALL DELIVER THE DEPOSIT
TOGETHER WITH ACCRUED INTEREST THEREON TO CITY, AND CITY SHALL
BE ENTITLED TO RETAIN SUCH SUM AS LIQUIDATED DAMAGES. THE
PARTIES HAVE AGREED THAT CITY’S ACTUAL DAMAGES, IN THE EVENT OF A
FAILURE TO CONSUMMATE THIS SALE AS SPECIFIED IN THE PRECEDING
SENTENCE, WOULD BE EXTREMELY DIFFICULT OR IMPRACTICABLE TO
DETERMINE. AFTER NEGOTIATION, THE PARTIES HAVE AGREED THAT,
‘CONSIDERING ALL THE CIRCUMSTANCES EXISTING ON THE DATE OF THIS
AGREEMENT, THE AMOUNT OF THE DEPOSIT TOGETHER WITH ACCRUED
INTEREST THEREON IS A REASONABLE ESTIMATE OF THE DAMAGES THAT
CITY WOULD INCUR IN SUCH AN EVENT. BY PLACING THEIR RESPECTIVE
INITIALS BELOW, EACH PARTY SPECIFICALLY CONFIRMS THE ACCURACY
OF THE STATEMENTS MADE ABOVE AND THE FACT THAT EACH PARTY WAS
REPRESENTED BY COUNSEL WHO EXPLAINED; AT THE TIME THIS
AGREEMENT WAS MADE, THE CONSEQUENCES OF THIS LIQUIDATED

DAMAGES PROVISION;
4’ /| - BUYER: @

: )
11. MAINTENANCE' COl SENT TO NEW CONTRACTS

INITIALS: CITY:

11.1  Maintenance of the Property by City:

- Between the date of City’s execution of this Agreement and the Closing, City shall
maintain the Property in good order, condition and repair, reasonable wear and tear excepted,
shall perform all work requued to be done by the landlord unider the terms of any Lease, and

shall male all repairs, maintenance and 1aplacements of the Improvements and any Personal
Property and otherwise opeate the Property in the same manner-as before the making of this
Agreement, as if City were refaining the:Property.

112 Buyer’s Consent to New Contracts Affecting the Property; Teérmination of
Existing Contracts
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After the date of this Agreement, City shall itot enter into any coritract affecting the
Propetty, or any amendment theieof, or enterinto any Lease affecting the Propeity, without in
each instance obtaining Buyer’s prior written consent théieto which consent maybe withheld if
the term extends beyond.the Closing Date: Buyer.agrees that it shall not unréasonably withhold
or dglay any such consent for any lease which will expire.30 days piior to the-Closing Date. City
shall terminate prior to the Closing, it o cost orexpensé to Buyer, any and all management
agreemcnts and othel agreements affecting the Property that Buyer does not agtge in writing
prior to the Closing to assume.

12. GENERAL PROVISIONS

12.1 Notices

Any notices required or permitted to. be given under this Agreement shall be in writing
and shall be delivered (a) il person, (b) by certified mail, postage prepaid; retun receipt

requested; or (6) by U.S. Express Mail or comimercial overnight courier that guarantees next day
~ delivery and prov1des a receipt, and such notices shall be addressed as follows:

CITY: BUYER:
Real Estate Division SF Prosperity 2, LLC
City and County of San Francisco ¢/o Sansonie-Street Management LLC
25 Van Ness:Avenué, Suite 400 /290 Division Street #401
Saii Frandisco, CA 94102 San Francisco, CA 94103
Attnr  Ditector of Property Attn: Michael Wang
Re; 1660-1680 Mission Street
with a copy to: | with a copy to:
Office of the City .Attoi'n@y' Perkins Cole LLP
City Hall, Room 234 505 Howard Streét, Suite 1000
1 Dr. Carlton B: Goodlett Place San Francisco, CA 94103
San Franeisco, CA. 94102 Attn: Allan Low

Attn: Real Estate/Finance Teatn
Re; 1660-1680 Mission Street

or such other address as either party may from time to time specify in writing to the other party.
Any:nétice shall be deemed given when actually delivered if such delivery is in’ person, two (2)
days after deposit with the U.S, Postal Setvice if such delivery is by certified or registered mail,
and the next business day after deposit with the U.S, Postal Service or with the-commercial
overnight courier service if such delivery is by overnight mail,

12.2  Swuccessors and Assigns

This Agreement shall bé binding upon, and intre to the benefit of, the parties hereto and
their respective successors, heirs, legallepresentatwes administrators and assigns, Buyer’s
rights and obligations hereutider shall not be assignable without the prior written consent of City;
provided, however, even if City approves any such ptoposed assignment; in no event shall Buycl '
be released of any of its- obhgatlons liereunder.. Notwithstanding the foregoing seritence, priot to
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Closmg, Buyer may assign.all (but fot less than all) of its fighits and interest under this
Agieenent 10 a Permitted Assign. “Pertnitted Assign” shall mean an entity controlling,
controlled by, or undet common contiol with Buyet.

12,3 . Anmiendments

This Agr cement may be amended or modified only by a written insttumenit.signed by the
Buyer and City.

124 Authority

Buyer répresents and warrants to City that Buyer is a limited liability company duly
organized, validly existing, and in good standing undex the laws of the State of Califoriiia. Buyer
further represents and warrants to City that this Agreement and all documents executed by Buyer .
which ate to be delivered to City at Closing: (&) aie or at'the time of Closing will be duly
authorized, executed and delivered by Buyer; (b) are or at the-time of Cloging will be legal, valid
and bmdmg obligations of Buyer; and-(¢) do not and 4t the time of Closing will not violate any
provision of any agreement or Judlmal order to which Buyer is a party or to which Buyer is
subject.. Noththstandmg anythmg to the contrary in this Agreerhent, the forepoing’
representations and warranties and any and all other fepreseritations and warranties of Buyer.
contained herein or in any othér dgreements or documents executed by Buyer' in sonnection

* héereinwith shall suivive the Closing Date. City represents and warfants to Buyerthat City isa
‘mhuricipal cor pmatlon duly organized, validly existing, and in.good standing undet the laws of
the. State of Califoriii, -City further represents and warrants to Buyer that this Agreement and all
docurents executed by City which are to be delivered to Buyer at Closing: (a) aré or at the time
of Closing will be duly authorized, executed and delivered by City; (b) dre or at the time of
Closing will be legal, valid and binding, obligations of City; and (c) do not and at the time of
Closing will not violate any provision of any agreement or judicial order to Which City is a party
or to which City is: subject Notwithstanding anything to thi¢ contrary in this Agreement, the
foregoing representations-and wartantiés and any and all other 1epresentatlons and warranties of
City contained hérein of in other agreements or documents executéd by City in contiection
herewith, shall sutvive the Closing Date..

12.5 Buyer’s Representations and Warranties

Buyer makes the following tepreseiitations as of the date of this Agreement and at all
times throughout this Agreement:

(a) Buyer is a California limited liability company duly organized and validly
existing and-in good stariding under the laws of the jmisdiction in which it was formed. Buyet
has duly authorized by ‘all necessary action the execution, delivery and petformance of this
Agreement. Buyer has duly execiited and delivered this Agreement and this Agreement.
constitutes a legal, valid and binding obligation of Buyer, enforceable against Buyerin
accofdance with the terms hereof,

(b) Buyer replesents and warrants to City that it has not begh suspended,
disciplined or disbarred by, or prohibited from contractirig with, any federal, state or local
governmental agency. ‘In the event Biiyer has been so suspended, disbarred, disciplined or
prohibited from contracting with any governmental agency, it shall immediately notify the City
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of same and the reasons thetrefore together with any relevant facts-or irifoitnation requested by
City. Any such suspension, debarment, discipline or prohibition ihay result in the termination or
" sispension of this Agreement. if such violdtion is riot f¢asonably susceptible o cure by Buyer
priot to the Closing Date.

(¢) Nodocument ot instrument furnished o to be furnished by: fic Buyer to the
City in connection with this Agteerhent contains or will contain any untiué statement of material
fact or omits ot 'will omit a material fact nécessary to inake the statements contained therein not
misleading, under the circumstances undet which any such statement shall have been made.

12.6  Governing Law

This Agreement shall be governed by, subject to, and construed in accordance with th"e,
laws of the State of California and City’s Charter and Adiinistrative Code.

12.7 Merger of Prior Agréemerits

This Agreemerit, togethet with the exhibits hereto, contain any and all representations,
watranties and covenants made by Buyer and City and constitutes the entire understanding
between the. parties hiereto with respect to the subject maiter hereof: Any prior cofrespondence,
meiroianda or agreements are replaced in total by this Ag1 ¢eemeiit together with the exhibits
hereto.

12.8 Parties and Their Agents

The term “Buyer” as used herein shall include the plural as-well.as the singular. If Buyer
consists of moje than one (1) individual or entity, then the obligations under this Agreement
imposed on Buyer shall be joint and several. As used hetein, the term “Agents” when uséd with

“respect to either party shall ificlude the agents, employees, ofﬁcers contractoi's and
representatives of such party.

12,9 Interpretation of Agicemert.

‘Thé article, section and other headings of this Agreement and the table of contents are for
convenience of refetence orily. and shall not affect the‘meaning or interpretation of any provision
contained Herein. Whenever the context so requires, the use of the singular shall be deemed to
include the plural and vice versa, and each gender reference shall be deémed to include the other
and theneuter. This Agréement has been negotiated at arm’s Jength and between persons
sophisticated and knowledgeable in the mattets déalt with herein. In addition, each party has
been represented by experienced arid knowledgeable legal counsel. Accordmgly, any rule of law
(including California Civil Code Section 1654) or legal decision that would require intetpretation
of-any ambigui‘ties in this Agreemeiit against the party that has drafted it is riot applicable and is
waived. ‘The provisions of this Agreement shall be interpreted i in a reasonable manner to effect
the purposes of the parties and this Agréement,

12.10 Attorneys’ Fees

If either party hereto fails to perforim any of its Fespective obligations under this
~ Agreement or if any dispute arises between the parties hereto concerning the meaning or

. )
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interpretation of any provision of this Agreement, then the defaulting paity or the party not
prévailing if guch dispute, as the case may be,.shall pay any: and all costs and expenses incurred
by the other party-on account of such default or in enforcing or estabhshmg its rights heréunder,
mcludmg, without limitation, coutt costs and- reasonable. attotneys’ fées and disbursements. For
purposes of this Agreement, the reasonable fees of attorneys of the Office of the City Attotney of
the Cify arid County of San Francisco shall be based.on the fées regularly charged by private
attorneys with the equivalent numbet of years of experience in the: subject matter area of the law
for which the City. Attorney’s sérvices were rendered who practice in the City of San Francisco
in law firims with approximately the same nuinber of attorneys as employed by the City
Attorney’s Office.

12.11 Time of Essence

Time is of the essence with iospect to'the performance of the parties’ ‘re,spectiv'e
obligations contdired hefein, :

. 12'.12 No Merger

The obligations contained herein shall not merge-with the transfer of title to the Property
but shall remain in effeet until fulfilled.

12,13 Non-Liability of ‘'City Officials, Employees and Agents

NotWJthstandmg anything to the confrary in this Agresment, no elective or appointive
board, commission, member, officer, employee or agent of City shall be pérsonally liable to
Buyer, its successors and assigns; i the event of any default or breach by City or for any amount
which may become due to Buyer, its successors and assigns, or for any obligation of City under
this Agreement.

12.14 Conflicts of Interest

Throughits execution of this Agreement, Buyer acknowledges that it is familiar-with the
provisiens of Section 15.103 or City’s Charter, Article IIT, Chaptei 2 of City’s Campaign and.
Governimental Conduct Code, and Se¢tion 87100 et-seq;, and Section 1090 et seq. of the
Governmeit Code of the State of California, and certifies that it does not know of any facts
which constitute a violatioi of said pravisions and agrees that if it becomes aware of any stich.
fact during the tetin of this Agreement, Buyer shall immediztely notify the City.

12.15 Notification of Limitations on Contributions

~ Through its execution of this Agreement, Buyer acknowledges that it is familiar with
Section 1,126 of the San Fiancisco Campaign and Governmental Conduet Code, which prohibits
any person who contracts with the City for the selling or leasing of any land or building to or
from the City whenever such transaction would réquire the-appioval by a City elective officer,
the board on which that City elective offiéer serves, or a board on which an-appointee of that
individual serves, from making any campaign contribution to (1) the City elective officer, (2) a
candidate for the office held by such individual, or (3) a committee controlled by such individual
or candidate, at any time fiom the commencement of negotlatxons for the contract until the later
of either the termination of negotiations. for such contrict or six months after the date the contract
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is approved. Buyer acknowledges that the foregoitig festriction applies only if the contract or a
combination or séties-of contraéts approved by the same individual or board in a fiscal year have
a total anticipated or actual value of $50,000 or more. Biiyer further acknowledges that the
prohibition on contribitions applies to €ach Buyer; ¢ach member of Buyei’s board of ditectors,
and Buyer”’s chief executive officer; chief financial officer and chief operating officer; any
person with an ownership interest of iore than twenty percent (20%) in Buyer; any
subtontractor listed in the eontract; and any committee that is sponsored or controfled by Buyer.
Additionally, Buyer acknowledges that Buyer must inform each of the persons described in the
preceding sentence of the prohibitions contained in Seetion 1.126. Buyer further agrees to
provide to City the names of each person, entity of comimittee dgscribed above.

12.16. Sunshiné Ordinance

Buyer understands and agrees that under the City’s Sunshine Ordinance (San Francisco
Administrative Code, Chapter 67) and the State Public Records Law (California Government
Code: Section 6250 &t seq.); this Agreement and any and all recérds, infofimation, and materials
submitted to the City hereunder public records subjéct to public disclosure. Buyer hereby
acknowledges that the City may disclose any records, information and materials submitted to the
City in connection with this Agreement.

12.17 Tropical Hardwood and Virgin Redwood Ban

The City and County of San Francisco urges cotnpanies not to import, purchase, obtain or
use fot any purpose; any tropical haidwood, tropical hardwood wood preduct, virgin rédwood or
virgin rédwood wood product except as expressly permitted by the application of
Sectlons 802(b).-and 803(b) of the San Frarigisco Enviroriment Code: '

12.18 MucBride Principles — Northern Ireland-

The City-urges companies doing business in Northetn Ireland to move toward resolvmg
employment inequities and encourages thieni to abide by the. MacBride Principles as explessed in
San Frantisco Administiative Code Section 12F.1 et seq. The City also urges companies to do
business with corporations that abide by the MacBride Principles. Buyer acknowledies that it
has read and understands the above statement of the City concerning doing busiriess in Northern
Ireldand,

12.19 No Recording

Neither this Agreement nor any memorandum ot shott form thereof may be recorded by
Buyer: '

12.20 Effec‘tive Date

As used herein, the term “Effective Date” shall mean the date, which is thé latér of: (a)
the: date ont'which thie City’s Board of Supervisors and Mayor enact 4 resolution approving and
authorizing this Agreement. and the transactions contemplated hereby; or (b) the date of
execution of this Agreement by both parties.
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12.21 Severability

1f any provision of this Agreement or. the application thereof to any person, entity or
circumstance shall be 1nva11d or unenforceable, the remainder of this Agreement, di the
application of such provision to persons, entitiés or cireurnistanices other than those as to which it
is invalid or-unenforceable, shall fiot be affected thereby, and each other provision of this
Agreement shall be valid aiid be enforceable to the fullest exteiit permltted by law, except to the
extent that enforcement of this Agreement withouit the invalidated provision would be
uni€asorniablé or inequitable viider all the cncumstances or would frustrate a fundamental purpose
of this Agreement.

12.22 Acceptance by Buyer

This Agreement shall be null and void unless 1t is accepted by Buyér and two ) fully
executed copies hereof are réturned to Cxty oh or befote 5:00 p.m.-San F1anmsco tlme on
February 7, 2017,

12.23 Counterparts

" This Agreement may be executed in two (2) or more-counterparts, €ach of which shall be
deemed an original, but all of which taken together shall constitute one and the same instrument.

12.24 Cooperative Dra’fﬁng-

This Apreement has been draﬁed through a cooperative effort of hoth parties, and both
parties have-had an opportunity to have the Agreement reviewed and revised by legal counsel,
No party shall be considered the drafter of this Agreeifient, and nio presumption or rule that an
ambiguity shall be construed against.the party drafting the clause shall apply to the interpretdtion
or enforcement of this Agreement. '

NOTWITHSTANDING ANYTHING TO THE CONTRARY CONTAINED. IN THIS
AGREEMENT, BUYER ACKNOWLEDGES AND AGREES THAT NO OFFICER OR.
EMPLOYEE OF CITY HAS AUTHORITY TO COMMIT CITY TO THIS AGREEMENT
UNLESS AND UNTIL A RESOLUTION OR ORDINANCE OF CITY’S BOARD OF
SUPERVISORS SHALL HAVE BEEN DULY ENACTED APPROVING THIS AGREEMENT
AND AUTHORIZING THE TRANSACTIONS CONTEMPLATED HEREBY. THEREFORE,
ANY OBLIGATIONS OR LIABILITIES OF CITY HEREUNDER ARE CONTINGENT
UPON THE DUE ENACTMENT OF SUCH A RESOLUTION OR ORDINANCE, AND THIS
AGREEMENT SHALL BE NULL AND VOID IF CITY”S BOARD OF SUPERVISORS AND
MAYOR DO NOT APPROVE THIS AGREEMENT IN THEIR RESPECTIVE SOLE
DISCRETION, APPROVAL OF THE TRANSACTIONS CONTEMPLATED HERERY BY
ANY DEPARTMENT, COMMISSION OR AGENCY OF CITY SHALL NOT BE.DEEMED
TO IMPLY THAT SUCH ORDINANCE OR RESOLUTION WILL BE ENACTED NOR
WILL ANY SUCH APPROVAL CREATE ANY BINDING OBLIGATIONS ON CITY.

[SIGNATURES ON FOLLOWING PAGE]
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The parties have duly executed this Agreement as of the respective dates written bélow.
CITY: ) BUYER:
CITY AND COUNTY OF SF Prosperity 2, LLC,
‘SAN FRANCISCO, a municipal corporation”  a Cahfom%e_;%hty company /

. : - By'// w*”"(\\
By: / f )

JOHN UPDIRE_./ U7 ' Its:  Manager .~
Directof of Property : )

APPROVED AS TO FORM FOR CITY:

DENNIS I. HERRERA, City Attorney:

By Piicp il S
Michelle Sexton '
Deputy City: Attorney
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EXHIBIT A

REAL PROPERTY DESCRIPTION

All that certain real property located in the City and County of San Francisco, State of
California, described as follows:

| 1660 Mission Street —-
PARCE’L ONE:

Beginning at a point on the Northwesterly line of Missiori Street, distant thereon
335 feet and 10 5/8 inches Northeastérly from the point of intersection of the
Northwestetly lirie of Mission Street and the Easterly lirie 6f Otis Street; rurining thence
Northeasterly along the Northwestérly line of Mission Street 102 feet and 8-1/2 inches; -
thence Northwesterly 153 feet and9-5/8 inches to the Easterly line of Ofis Street fo a
point distant thereon 479 feet-and 7-3/8 inches. Northwesterly from the point of
intersection of the Northiwesterly ling of Mission Street and the Easterly line of Otis
Street; thence Southerly along the Easterly liné of Otis Street 112 feet and 11-1/2
inches; thence Easterly 111 féet and 3-1/8 iriches to the point-of beginning.

Being a portion of Mission Plaza.
APN: Lot 005; Block 3512 -
PARCEL TWO:

Beginning at a point on the Easterly. ling of Otis Streét distant thereon 311 8-5/8
inches Northerly from the point formed by the intersection of the Northwesterly line of
Mission Street with the Easterly line of Otis. Street; running thence Northerly along said
line of Otis Street 54 feet 11-1/4 inches; thence Southeasterly 111 feet 3-1/8 inches,
more of less, to the, Northeasterly line of Mission Street at a point distant thereon 335
faet 10-5/8 inches. Northeasterly from the point.of. intersection of the Northwesterly line
of Mission Strest with the Easterly line of Otis Street; thence Southwesterly along the
Northwesterly line of Mission Street 50 feet 1-7/8 inches: thence Northwesterly 92 feet,
more or less, to-the point of beginning.

Being a part of Mission Plaza.
APN: Lot 006; Block 3512
PARCEL THREE:

A non-exclusive éasermient for ingress and repair through the ground flood
parking area of premises adjacent to the Northeast, as granted in the Grant of
Easement Agreement recorded Junie 19, 1989, Instrument No. E382612 at Reel E894,
Image 880, of Official Records.
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1680 Mission Street —
PARCEL ONE:

Beginning at-a point on the Easterly line of Otis Street, distant thereon 19.689
feet Northerly-from the Northwesterly line of Missioh Street; running thence Northerly
along said line of Otis Streét 292.0297 feet, thence. Southeasterly 92 feet, nore or less,
to a point on the Northwesterly line of Mission Street, distant theréon Northeasterly

285.7292 feet from the Easterly lire of Otis. Street, thenc:e Southwesterly along said line
of Mission Street 265.4152 feet fo a line drawn from thé point of beginning at a right
angle to the Easterly line of Otis Street; thence westerly along said line so drawn 5,00
feet to the point of beginning.

Being a portion of Mission Plaza.

EXCEPTING THEREFROM, that portion of the above described property
dedicated to the publicto be open public street on that certain map entitled, "Map
showing the Widening of Missioh Street at Thifteenth Street” filed in the Office of the
County Recordér on April 14, 1966 in Book "U" of Maps at Pagé 105.

PARCEL TWO:

All that portion. of the street area.at the intersectioni of Otis and Mission Streets,
as shown on the Department of Public Works drawing No. SUR 789, dated August 15,
1989 vacated by Resolution No: 754-89 by the Board of Supervisors of the City and
Caunty of San Francisco, recorded Qctober 13, 1989 in Book E977 Page 1058,
Instrument No. E447240, Official Records:

APN's: Lot 009, Block 3512 and Lot 010, Block 351
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SAN FRANCISCO |
PLANNING DEPARTMENT

General Plan Referral
Date: February 27, 2017
 CaseNo. 2017-002253GPR.

Sale of City-owned office buildings -
1660 & 1680 Mission Street:

BlotckiY.ot No: 3512/005-006
3512/009-010

Project Sponsors:  John Updike, Director
San Francisco Real Estate Department
25 Van Ness Avenue, Suite 400
San Francisco, CA 94102

Applicant: Sarrie as Above

Staff Contact: Jont Swae — (415) 575-9069
jon.swae@sfgov.org

Revommendation:  Finding the project, on balance, is in confornuty with the
Geri ral Plan

Recorimerided
By:

PROJECT DESCRIPTION

On February 22, 2017, the Planning Department (herein “the Depaitmient”) feceived a reqitest
from the City and County of San Francisco Real Estate Division to consider the sale of City-
owned properties at 1660 and 1680 Mission Streets. The properties are six and four story office
buildings occupied by City offices. No chiange of use is propesed and City offides will remain
until the new proposed City office building at 1500 Mission Street is completed or other space is
found (no earlier than December 31, 2019). The new Qwner of 1660 and 1680 Mission Street will

retain the buildings for office use and will comply with all zomng requirements after the Clty §
end of lease back.

www.splanning.org

1650 Mission St.
Suite 400

San Erancisco,
CA 94103-2479

Reception:
415.558.6378

Fax:
415.558.6408

Planning
Information:.
415.558.6377



GENERAL PLAN REFERRAL o 2017-002253GPR
SALE OF CITY-OWNED OFFICE BUILDINGS
1660 & 1680 MISSION STREET

ENVIRONMENTAL REVIEW |

On February 23, 2017, the Envirohmental Planning Division of the Planning Department
determined the project to be categoncaﬂy exempt under CEQA Guidelines Sections 15301 and
15312.

GENERAL PLAN COMPLIANCE AND BASIS FOR RECOMMENDATION ’
As described below, the Project is consistent with the Bight Priotity Policies of Plannirig Code .

Section 101.1 and is, on balance, in-conformity with the following Objectives.and Policies of the
General Plan: ‘

Note: Gerieral Plant Objectives and Policies are in bold font; General Plan fext is in regular font.
Staff comments are in italic font.

Commerce and Industry Element

OBJECTIVE 6
MAINTAIN AND STRENGTHEN VIABLE NEIGHBORHOOD COMMERCIAL AREAS
EASILY ACCESSIBLE TO CITY RESIDENTS.

POLICY 6.3

Presérve and promote the mixed commiercial-residential character in neighborhood
commercial districts. Strike a balance between the preservation of existing affordable
housing and needed expansion. of comiercial activity.

1660 Mission Street is zored a3 NCT-3 (Moderate Scale Neighbothood Commercial Transit District),
The building’s existing office uses contribute to'the mixed-use character of the neighborhood. Employees
drawn. daily to both 1660 and 1680 Mission Street help support many neighborhood commercial
busingsses in the surrounding area. '

OBJECTIVE 7
ENHANCE SAN FRANCISCO'S POSITION AS A NATIONAL AND REGIONAL CENTER
FOR GOVERNMENTAL, HEALTH, AND EDUCATIONAL SERVICES.

POLICY 7.1 .
Promaote San Francisco, particularly the civi¢ center, as a location for logal, regional, state and
federal governmental functions.

The buildings at 1660 and 1680 Mission Street house City and County of San Francisco offices including
the Planning Department and Public Works. These goverriment offices are located in close proximity to
the Civic Center and contribute to the aren’s role as a center of government activity.

SAN FRANCISLO
LAB?IN!%NG DEPARTMENT - . 2



GENERAL PLAN REFERRAL | | 2017-002253GPR
| SALE OF CITY-OWNED OFFICE BUILDINGS
1660 & 1680 MISSION STREET

Market and Octavia Area Plan

OBJECTIVE 1.1

CREATE A TAND USE PLAN THAT EMBRACES THE MARKET AND OCTAVIA
NEIGHBORHOOD'S POTENTIAL AS A MIXED-USE URBAN NEIGHBORHOOD.

. POLICY 11,2

Concentrate more intense uses.and act1v1hes ‘in fhose areas best served by transit and most
accessible on foot.

The properties proposed for-sale are located within the Market and Octavia Plan Area and surrounded by
rich transit resources including Muni bus lines, the Viin Ness Muni Metro Station and the Market Street
transit spine. The buildings’ new owmer will retain the buildings for office use and will comply with 4l
zoning requirements dfter the City’s end of lease back.

Eight Priority Policies Findings
The subject-project is found to'be consistent with the Eight Priority Policies of Planning Code
Se¢tion 101.1 in that:

1. That existing neighborhood-serving retail uses be preserved and enhanced and future
opportunities for resident employment in and ownership of such businesses enhanced.

The proposed property sdle will not negatively affect existing neighborhood-serving retail uses or
opportunities for employment in or ownership of such businesses. The properties’ existing office

uses and concentration’of employees contribute to strong neighborkood commercial activity.

2. That exis'ﬁnfg housing and nieighborhood character be conserved and protected in order to
preserve the cultural and econemic diversity of our neighbothoods,

The proposed property sale would not displace uny existing housing. The buildings are planned to
continue us office use after property sale.

3. That the City’s supply of affordable housing be preserved and enhanced.

The proposed property sale involves existing office buildings and will not affect the City's supply of
affordable housing. ' ‘

4. That commuter traffic not impede Muni transit service or overburden our streets or
neighborhood parking,

SAN FRANGISCO 3
PLANNING DEPARTMENT



GENERAL PLAN REFERRAL ' ' 2017-002253GPR
SALE OF CITY-OWNED OFFICE BUILDINGS
1660 & 1680 MISSION STREET

The proposed property sale will not result in cormuter traffic impeding Muni’s transit service,
overburdening the streets or altering current neighborhood parking.

5. That a diverse economic base be maintained by protecting our industrial and service
sectors from displacement due fo cominercial office development, and that fiture
oppottunities for residential employment and ownership in these sectors be enhanced.

The proposed. property sale will not disgzlﬂce' industrial or service sectot uses.

6. That the C1ty achieve the greafest possible preparedness to protect against injury and loss
of life in an earthquake. :

‘The proposed: property sale will regult in relocaiion of City operations currently located at the sites
ta @ more resilient. asset in the area, helping facilitate enhanced public sector responsiveness in the
event-of an emergency.

7. That landimarks and historic buildings be preserxfed‘ ,

The proposed property sale will not affect any landmarks or historic buildings.

8. That our parks and open space and thelr access to sunlight and vistas be protected from
development.

The proposed property sale will 7ot ajfect Ctty parks ar open spaces, or fheir access to sunlight and
vistas.

RECOMMENDATION: -  Finding the Project, on balance, in-conformity
7 with the General Plan

ce: Sandi Levine, Real Estate Division

SAN FRANCISEO. .
LA.NNING DEFARTMENT 4



OFFICE OF THE MAYOR
SAN FRANCISCO

. \ .
TO: Angela Calvillo, Clerk of the Board~of Supetryisors ”\@\
FROM: (s Mayor Edwin M. Lee /a

RE: Sale of City Property to SF Prosp'erity 2, LLC — Street and 1680 Mission
Street - $52,000,000
DATE: February 28, 2017

Attached for introduction to the Board of Supervisors is a resolution approving a
purchase and sale agreement by and between City and SF Prosperity 2, LLC for the
sale of City-owned properties located at 1660 Mission Street and 1680.Mission Street
for $52,000,000, including a City lease back for a period of hot more than three years in.
the initial term, with two, one-year options to extend; affirming the Planning
Department’s determination under the California Environmental Quality Act; adopting
findings that the sale is consistent with the General Plan and the eight priority policies of
Planning Code Section 101.1.

Should you have any questions, please contact Mawuli Tugbenyoh (415) 554-5168.

1 DR. CARLTON B. GOODLETT PLACE, Room 200
SAN FRANCISCO, CALIFORNIA 94102-4681
TELEPHONE: (415) 554-6141



File No. 170213
FORM SFEC-126:
NOTIFICATION OF CONTRACT APPROVAL
(S.F. Campaign and Governmental Conduct Code § 1.126)
City Elective Officer Information (Please print clearly,)

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

Contractor Information (Please print clearly.)

Name of contractor:
SF Prosperity 2, LLC

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.

1. Board of Directors: - Michael Tzuwen Wang

2.
- Group Chief Executive Officer — Michael Tzuwen Wang
- Group Chief Financial Officer — Michael Tzuwen Wang
- Chief Executive Officer — Michael Tzuwen Wang

3. None

4. No political committees sponsored or controlled.

Contractor address: ‘
SF Prosperity 2, LLC; ¢/o Sansome Street Management LL.C; 290 Division Street # 401; San Francisco, CA 94103

Date that contract was approved: o | Amount of contract:
(By the SF Board of Supervisors) ' $55,362,220.00

Describe the nature of the contract that was approved
Purchase and Sale Agreement for sale of City-owned properties at 1660 and 1680 Mission Street for $52 Million; Leaseback to

City at base rent of $3,362,220 per year escalating at 3% per year.

Comments:

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

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

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

Print Name of Board
Filer Information (Please prmt clearly.)
Name of filer: | Contact telephone number:
Address: E-mail:
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



San Francisco B&dget and Finance Committee
| - March 16, 2017 <
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‘Van Ness:

Built in 1908/1964, City acquired
2001 -

-+ 164,000 square feet, five-stories gg
 Currently Occupied by: g%
- - Public Works ﬂﬁ
- Public Health
| - DEMC . umnlﬂ
- Rec.Park ; gm;::mu i mmmillli
° Current{y zoned at 400’ o  L  mmHlﬂlﬂllﬂl!lllllllllllﬂllll]lA

« Up to S60M in capital repairs &
improvements needed to extend
useful life if City doesn’t sell

$27M existing debt on building
2017 MAI Appraisal: $69.9M




Sale of 30 Van Ne

- Timeline to Date

QOctober August April July Fall Jung September February Today
2001 2012 2015 - 2015 2015 2016 2016 . 2017 i
Purchased for | Appraisal | Building Board Board Prop. € Building Appraisal ?réposéc_i Reoltion.
$32M $43.5M  |Listed for Sale| Authorized |Rejected Sale | Passed by |Listed forSale|  $69.94 S70M ® 25%
- | Sale (387M @ | (580M @ 15% Voters affordable
12% affordable)| affordable) '

e

] |
} g
l

Direction from Board
1. Increase minimum affordability from Buyer

e

2. Negetiate g better deal with more total value to City
3. Record affordability requirements against the property P
4, No contingencies regarding the minimum affordability

&

. Offering should resemble en auction



Purchase Prices:
- 1660/80 Mission Office Buildings: - S52M :

» 30 Van Ness Residential Redevelopment: 570M = $122M
Transfer Tax to City (typically paid by Seller):

= 1660/80 Mission: 51.56M ' :
= 30 Van Ness: 52.1M = ~$3.66M

*Sales also generate new incremental property tax revenue to GF into perpetuity ~51.4M/yr.

Leasebacks |

« 3-year initial term | : _ -
"= 2 one-year options to extend each lease

s~ $40 per sq. ft. all-in (market rate is $55-$70)

e

—
ARy

i

i

Deposits |
1660/80 Mission: SZM o o s
30 Van Ness: S14M = $16M . . | ’_

“*Non-refundable if BOS Resolutions are passed




30 Van Ness: Affordable Housing
o Prop €. Passed by Voters on June 7, 2016
Rentals
- 15% low-income @ 55% AML
- 10% middle-income @ 100% AMI
Condos ]
- 15% low-income @ 80% AMI
- 10% middle-income @ 120% AWl

s Restriction in PSA permanently records
this as the minimum, even if levels are
lowered in future; If inclusionary levels

5% are increased, the higher levels shall
PYLE
< ghaaez apply
i PopEie
S AZEn
uB. b=} . . . .
gt ~+ Residential redevelopment of 30VN is
E% critical element of HUB
1.4
‘gg' « Potential future up-zoning could
7 contribute even more affordable housing
to City’s housing supply
“Hypothetical rendering as redeveloped | < Substantial impact fees generated by

redevelopment to be paid.to MOHCD
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30 Van Ness Ay

greements.

-,

February 2017 Agreement

Purchase Price: S70M o

Affordability Minimum: : o

15% low-income
10% middle-income
25% minimum® committed by Buyer

Value to City of additional 10% is between o
$12M - $38M, depending on the
development

Transfer Tax: Buyer Pays o

*Recorded against properiy

“[n purchase agreement, but not recorded against property’

015 vs, 201

November 2015 Asreement .
Purchase Price: S80M | . \ng

NN
A3

AR

Affordability Minimum:
15% low-income

0% middle-income

15% minimum™ committed by Buyer

City could “buy” middle-income
affordability at a cost of $641,227 per
100% AMI unit

Transfer Tax: Buyer Pays

r’. ...E?%,M :
Pt
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