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FILENO. 170759 ~ RESOLUTION NO.

[Real Property Lease - Various Owners - 170-9th Stréet - $1,256,250 in Initial Year]

Résdlution apprbving a lease of approximately 25,125 square feet at 170-Sth Street,
with Michael E. Hornstein and Ellen F. Hornstgin, Trustees of the Miéhael & Ellen
Hornstein 1998 Revocable Trust, Jordan D. Hornstein and Emily F. Hornstein

as Landlord, for the 12 year term expécted to be from April 1, 2018, through March 31,
2030, for use by the Department of Homelessness and Supportivé Housing at an initial
annual rent of $1, 256 250 with 3% annual increéses with two five-year options to »
extend; finding the proposed transactlon is in conformance with the General Pian, and

the elght priority policies of Planning Code, Sectlon 101.1.

WHEREAS, The Department of Homelessness and Supportive Housing (“HSH”) was

| launched on August 15, 2018, to bring together key homelessness programs and contracts

from the Department of Public Health (DPH), the Human Services Agency (HSA), the Mayor's
Office of Housing and Community Development (MOHCD), and the Department of Children
Youth and Their Families (DCYF) into one consolidated department; and

WHEREAS, The mission of HSH is to prevent homelessness and to make
homelessness rare, brief and one time in'San Francisco through the provision of coordinated,
compassionate, and high-quality services; and '

WHEREAS, HSH provides assistance and support to homeless youth, adults and

families; and

WHEREAS, HSH services include homelessness boordinated entry and assessment,

- prevention, diversion, street services, temporary shelter and housing; and
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WHEREAS, By Board of Supervisors Resolution No. 321-16, the Board authorized the
purchase of 440 Turk Street, a 29,’609 square foot property, for administrative use by HSH;
and |

WHEREAS, HSH is now recommending that 440 Turk Street is better suited as a
resource center, clinic and a services hub for people experiencing homélessness; and

WHEREAS, HSH has located a 25,125 square foot facility at 170-9t" Street to house
the 109 FTE staff in 4,484 square feet less than the 29,609 square foot previously
approved for 440 Turk. | '

WHEREAS, The Planning Department, through General Plan Referral dated May 5,
2017, and updated June 22, 2017 (“Planning Letter"), which is on file with the Clerk of the
Board of Supervisoré under File No. 170759, has verified that a City lease of 170-9th Street

would: be consistent with the General Plan, and the eight priority policies under Planning

Code, Section 101.1 and __ 170759 from Environmental Review; and
WHEREAS, At HSH's request, the Real Estate Division and the Landlord have
negotiated a long term Lease with a First Opportunity to Purchase, substantially in the form on
file with the Clerk of the Board of Supervisors in File No. 170759 (the “Lease”); and
WHEREAS, The proposed rent of $50 per square foot triple net was determined to be
fair market rent by an independent MAI{ appraisal as required by Administrative Code, |
Chapter 23; and |
WHEREAS, The proposed Lease is subject to enactment of a resolution by the Board
of Supervisors and the Mayor, in their respective sole and absolute direction, approving and
authorizing such new; now, therefore, be it |
RESOLVED, That the Board of Supervisors hereby finds that the lease of 170-Sth

Street is consistent with the General Plan, and eight priority policies of Planning Code,

Dept. Homelessness & Supportive Housing
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Section 101.1 and hereby incorporates such findings by reference as though fully set forth in
this Resolution; and, be it

FURTHER RESOLVED, That in accordance with the recommendation of the Director
of HSH and the Director of Property, the Board of Supervisors approves the Lease and
authorizes the Director of Property to take all actions necessary to enter into and perform frhe
City’s obligations under the Lease; and, be it

FURTHER RESOLVED, As set forth in the Lease, (i) the term is expected to
commence on April 1, 2018, and terminate 12 years later; (i) the base rent for the first year of
the Term shall be $104,687.50 monthly (approximately $50 per square foot annually) with 3%
annual increases starting on the first anniversary of the Commencement Date; (iii) the City
shall pay for property operating expenses estimated to be $30,693.92 monthly (approximately
$14.66 per square foot annually) ; (iv) City shall pay all tenant improvement costs above the
allowance of $1,381,875 (or approximately $55 per square foot) which costs are estimated to
be $3,754,247 and (v) City shall have two options to extend the term for five years each at
95% of Fair Market Rent and each' extension subject to further Board of Supervisors and
Mayor approval; and, be it |

FURTHER RESOLVED, That the Lease shall indemnify and hold harmless the
Landlord from, and agreeing to defend the Landlord against, any and all claims, costs and
expenses, including without limitation, reasonable attorney’s fees, incurred as a result of City's
use of the premises, any default by ;che City in the performance of any of its obligations under
the Master Lease, or any acts or omissions of City, its agents or its subtenants in, on or about
the premises or the property on which the premises are located; and, be it

FURTHER RESOLVED, vThat the Board of Supervisors authorizés the Director of
Prbperty to enter into any amendments or modifications to the Lease (including without

limitation, the exhibits) that the Director of Property determines, in consultation with the City
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| liabilities of the City, do not materially decrease the benefits to the City, or are necessary or

Attorney, are in the best interest of the City, do not materially increase the obligations or

advisable to effectuate the purposes of this resolutlon and are in compliance with all
applicable laws; and, be it

FURTHER RESOLVED, Said Lease and Sublease shall be subject to certification as to
funds by the Controller, pursuant to Chartef, Section 3.105 and the City shall occupy the
Premises for the full term of the Lease unless ﬁmds for the City's rental payments are not
appropriated in any subsequent fiscal yéar at which time City may terminate the Lease as set
forth in the Lease; and, be it

FURTHER RESOLVED, That within thirty (30) days of the execution of the Lease
Amendment, the Director of Property shall provide a copy to the Clerk of the Board for the

Board'’s file.
7l
"
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RECOMMENDED:

$4,068,309.50 Available

(3 months rent from April 1, 2018 to June 30
2018 plus the estimated Tl cost of $3,754,247)

Index No. HOADMG

Directors —~——__J

Department of Homelessness &
Supportive Housin

Director of Property < ”/
Real Estate Division ~ .

Dept. Homelessness & Supportive Housing
BOARD OF SUPERVISORS.

bjec;cgt enactment of the 2017/2018

nnual Approprlatlon Ordinance
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BUDGET AND FINANCE SUB-COMMITTEE MEETING Juy 20, 2017

item 2 Departments:
File 17-0759 | Department of Homelessness and Supportive Housing (HSH)
Real Estate Division (RED)

Legislative Objectives

e The proposed resolution would (a) approve a lease of approximately 25,125 square feet at
170 9™ Street with Michael E. Hornstein and Ellen F. Hornstein, Trustees as Landlord, for
the 12-year term from April 1, 2018 to March 31, 2030 for the Department of
Homelessness and Supportive Housing at an initial annual rent of $1,256,250 with 3%
annual increases with two five-year options to extend; and (b) find the proposed
transaction is in conformance with the City’s General Plan and the eight priority policies of
Planning Code, Section 101.1.

Key Points

e A new Department of Homelessness and Supportive Housing (HSH) was created in FY
2016-17 to consolidate the City’s homelessness programs and contracts with 117 FTE
positions and $245 million of funding.

e In FY 2016-17 the Board of Supervisors authorized the purchase of 440 Turk Street from
the Housing Authority for $5,000,000 for offices for the new HSH staff, plus $4,000,000 for
tenant improvements for a total of $9,000,000 from General Fund revenues.

e |nstead of offices for HSH staff, HSH now wants to use 440 Turk Street as a 24-hour, 7 day
a week homeless program resource center, with various services for homeless clients.

Fiscal Impact

¢ The proposed monthly base rent is $104,688 or $1,256,250 the first year, $50 per square
foot annually. Together, rent and operating expenses will be $64.66 per square foot in the
first year, increasing 3% annually over the 12-year term.

e The lease will cost $23,056,045 over the 12-year term, including $17,828,737 of rent and
$5,227,308 of operating expenses. Tenant improvements will cost $5,136,122 or $204 per
square foot, of which the landlord will pay $1,381,875 or $55 per square foot and the City
will pay $3,754,247 or $149 per square foot. An additional $270,639 will be expended on
one-time furniture, fixtures and equipment for 170 9" Street.

e For the initial 12 years, this new HSH office lease is estimated to cost a total of
$27,080,931 of General Fund revenues.

Policy Consideration

e This lease is an increase of $12,853,623 or 43% more than the initial $9,000,000 approved
" to purchase and renovate 440 Turk Street for HSH offices, excluding operating expenses.

Recommendations

e Amend the proposed resolution on page 4, line 5 to delete “and Sublease” as the
proposed lease does not contain a sublease.

¢ Approval of the resolution, as amended, is a policy decision for the Board of Supervisors.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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MANDATE STATEMENT

Administrative Code Section 23.27 requires Board of Supervisors approval of leases that are
longer than one year where the City is the tenant.

Administrative Code Section 23.27 also states that if the base rent to be paid by the City in a
lease is more than $45 per square foot per year, the Director of Property shall obtain an
appraisal of the market rent for the lease, with an appraisal effective date not earlier than nine
months before the proposed lease is submitted to the Board of Supervisors.

BACKGROUND

New Department of Homelessness and Supportive Housing

During the summer of 2016, a new Department of Homelessness and Supportive Housing (HSH)
was created to consolidate the City’s homelessness programs and contracts from the
Department of Public Health (DPH), Human Services Agency (HSA), Mayor’s Office of Housing
and Community Development (MOHCD) and the Department of Children, Youth and Their
Families (DCYF). The FY 2017-18 budget for HSH includes 117 FTE positions and $245 million of
funding, including $161 million of General Fund revenues.

Table 1 below shows the City employees that will work for HSH based on FY 2015-16 City
department employees, proposed new staff and identifies the current location of these
positions.

Table 1: Department of Homelessness and Supportive Housing

FY 2015-16 Department Staff Staff by Current Location
Location

Department of Public Health 17 10 101 Grove Street
E 7 | 50 Ivy/2712 Mission/Main Library

Human Services Agency (HSA) 61 52 1650 Mission, 3" Floor
. 9 1235 Mission

Mayor’s Office of HOPE 3 3 City Hall, Room 18
New Positions in FY 2016-17 20 20 Temp space at 1360 Mission
New Positions in FY 2017-18 7 7 Temp space at 1360 Mission
Temporary Staff/Contractor/Fellows 9 9 1360 Mission and 1650 Mission

Total 117 117

According to Mr. Charlie Dunn of the Real Estate Division, all of the spaces currently occupied
by existing City staff will be backfilled with other staff at each City department. Mr. Dunn
reports that HSA’s space at 1650 Mission Street, where 52 staff are currently located, is so
overcrowded that if the proposed HSH staff were not relocating, HSA would need to seek an
additional lease to accommodate their existing staff.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST



BUDGET AND FINANCE SUB-COMMITTEE MEETING JuLy 20, 2017

City Purchase of 440 Turk Street Property

On July 19, 2016, the Board of Supervisors authorized the purchase of real property at 440 Turk
Street from the San Francisco Housing Authority for a not-to-exceed $5,000,000 for the staff of
the newly created HSH Department (File 16-0652; Resolution 321-16). The 440 Turk Street
property included 25,500 square feet of office space on two floors and limited use of 11,932
square feet of parking and storage The total estimated cost for the 440 Turk Street property
was $9,000,000 from General Fund revenues budgeted in FY 2016 17, including $5,000,000 to
purchase the property and $4,000,000 for tenant |mprovements

‘To date, the City has not purchased the property at 440 Turk Street. According to Mr. John
Updike, Director of the Real Estate Division, the City intends to purchase the 440 Turk Street
property by the end of September 2017 for $5,000,000. SFHA has now secured Federal Housing
and Urban Development Department approval for the sale. However, HSH no longer intends to
use the 440 Turk Street property for HSH offices. ‘

Homeless Program Resource Center

Instead, HSH wants to use 440 Turk Street as-a homeless program resource center, with
services for homeless clients. According to Ms. Gigi Whitley, Deputy Director for Administration
and Finance for HSH, based on meetings with Real Estate and Public Works in the fall of 2016,
440 Turk Street was determined to be better suited as a 24 hour, 7 day a week homeless
resource center, instead of as HSH administrative offices, given the real estate challenges of
finding a property that could serve homeless clients. The 440 Turk Street Center would provide
street respite with showers, restrooms and reclining chairs and connections to support services,
benefit program enroliment, medical services and leverage State MediCal funding. This new 24-
hour center will enable the SF Homeless Outreach Team, Encampment Response Team and
Police to bring homeless persons to this resource center when other service sites are closed or
full in the evening and to increase the City’s overall resource center capacity.

Ms. Whitley advises that currently the City funds three drop-in centers for homeless adults: (1)
Bayview Resource Center at 2111 Jennings Street open daily from 7pm to 9am, (2) Mission
Neighborhood Resource Center at 165 Capp Street, open daily from 7am to 7pm, and (3) MSC
South at 525 Firth Street open daily from 5pm to 1am. The City also funds a Family Resource
Center through Compass Connecting Point, located at 995 Market Street, which closes at 4pm.

The recently approved FY 2017-18 budget includes $5,000,000 for the purchase of 440 Turk
Street and $5,300,000° for tenant improvements to renovate 440 Turk Street into a Homeless
Program Resource Center, with proceeds from Public Health and Safety General Obligation
Bonds. An additional $1,700,000 of General Fund revenues was appropriated and put on
reserve in the HSH FY 2017-18 budget for furniture, fixtures and equipment for 440 Turk Street.

! The 440 Turk Street property also included a residential tower, above the two floors of office space, which would
continue to be used by the San Francisco Housing Authority.

> Tenant improvements of $4,000,000 included generator and electrical upgrades, HVAC, interior wall
reconfiguration, furniture and telecommunications, carpet, pain and data room. .

* Increased costs from $4 million to $5.3 million for tenant improvements is based on Public Works assessment of
the HVAC system and required code upgrades, which would have been needed if HSH offices were located here.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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. Together, the costs to purchase, renovate and equip 440 Turk Street for a Homeless Program
Resource Center are now budgeted at $12,000,000.

DETAILS OF PROPOSED LEGISLATION

The proposed resolution would

(a) approve a lease of approximately 25,125 square feet at 170 9" Street with Michael
E. Hornstein and Ellen F. Hornstein, Trustees of the Michael & Ellen Hornstein 1998 Revocable
Trust, Jordan D. Hornstein and Emily F. Hornstein as Landlord, for the 12-year term from April
1, 2018 to March 31, 2030 for the Department of Homelessness and Supportive Housing at an
initial annual rent of $1,256,250 with 3% annual increases with two five-year options to
extend; and '

(b) find the proposed transaction is in conformance with the City’s General Plan and the .
eight priority policies of Planning Code, Section 101.1.

" On May 5, 2017 and June 22 2017, the Planning Department determined that the subject City
lease is consistent with the City’s General Plan and the eight priority policies under Planning
Code Section 101.1.

The proposed resolution indemnifies and holds harmless the landiord from any and all claims,
costs and expenses, including without limitation, reasonable attorney fees, incurred from the
City’s use of the premises, or any default or acts by the City. In addition, the resolution
authorizes the Director of Property to enter into any amendments or modifications to the
subject lease, in consultation with the City Attorney that are determined to be in the best
interest of the City and do not materially increase the obligations or liabilities or decrease the
benefits to the City. The resolution also states that the lease and sublease are subject to
certification of funds by the Controller and appropriation approval in subsequent fiscal years.

Given that there is no sublease under the subject lease, the proposed resolution should be
amended to delete the language regarding the sublease.

Under the proposed lease, the City would be the only tenant in the property. Table 2 below
summarizes the major terms and conditions of the proposed lease.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Table 2: Terms and Conditions of Proposed Lease

170 9 Street between Howard and

Location Mission Streets
p Space for HSH management staff and
urpose back-office functions
Square Footage 25,125 square feet
12 years from approximately April 1,
Term ye rom app ately Ap

2018 through March 31, 2030

. ~$1,256,250 per year or $104,688 per
Base Rent ' month (approximately $50 per square
foot annually)

Increases to Base Rent 3% annually
: Estimated at $30,694 per month or
Operating Expenses $368,328 per year (approximately $14.66

per square foot annually)

Two five-year options at 95% of the then
Options to Extend ‘ ~ fair market rent, subject to Board of
" Supervisors approval
$1,381,875 provided by Landlord, or
approximately $55 per square foot
Estimated at $3,754,247, or
approximately $149 per square foot

Tenant Improvement Allowance

Additional City Cost of Tenant Improvements

: City has first opportunity to purchase
Option to Purchase property, subject to Board of Supervisors
approval

Source: Real Estate Division

As noted above in Table 2, the lease term would not begin until April 1, 2018. Mr. Dunn advises
that required tenant capital improvements would be completed between approximately August
1, 2017 and March 31, 2018. HSH would then move into the 170 9" Street office space upon
completion of the tenant improvements, anticipated to be April 1, 2018.

Tenant improvements are estimated to cost $5,136,122 or $204 per square foot, of which the
landiord will pay for $1,381,875 or $55 per square foot and the City would be responsible for
funding the balance of $3,754,247 or $149 per square foot. HSH’s FY 2017-18 budget included
$3,754,247 of General Fund revenues to fund these costs. According to Mr. Dunn, 170 9 Street
has been renovated with seismic bracing, new elevator, new washrooms, new roof with
‘mounted HVAC equipment and other building infrastructure. However, Mr. Dunn advises that
the building is currently a shell with only basic walls, lobby, and no distribution of heating,
ventilation or electrical outlets. Mr. Dunn reports that the landlord will complete the tenant
improvements with a contractor retained by the landlord and approved by the City. Mr. Dunn
advises that if the total cost to complete renovations exceeds the total $5,136,122, the lease

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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requires redoing the plans such that the City’s costs will not exceed $3,754,247. Otherwise, the
City will be responsible for the additional expenses.

The proposed lease also states that the City has the “First Opportunity to Purchase” such that if
the landlord decides to sell the property during the term of the lease to a third party (and not
to any member of the landlord’s family by blood or marriage), the landlord will first offer the
property to the City at the same purchase price offered to the real estate market. Mr. Dunn
advises that the City unsuccessfully tried to negotiate a purchase option for this building. Mr.
Dunn reports that the landlords do not have any plans to sell the property.

FISCAL IMPACT

Under the proposed lease, the City would be responsible for all operating expenses, as shown
in Table 3 below. Operating expenses for this building are estimated at $30,694 per month or
$368,327 in the first year, which is approximately $14.66 per square foot in the first year.

Table 3: Projected Operating Expenses

Expenses Cost per Annual
Square Foot Costs

Property Taxes $3.45 | $86,681
Insurance ' .50 12,562
Utilities , 1.85 46,481
Water .40 10,050
Janitorial, Supplies, Refuse Removal 3.10 77,888
General Repairs 2.00 50,250
Elevator Maintenance Contract 35 8,794
HVAC Maintenance .55 13.819
Fire, Life, Safety, Elevator Monitoring .35 8,794
Property Management (4% of base rent) 2.00 50,250
Security Alarm Monitoring 11 2,796

Total $14.66 | $368,327

Source: Real Estate Division
Operating expenses are projected to increase approximately 3% per year.

The proposed monthly base rent for is $104,688 or $1,256,250 in the first year, which is
approximately $50 per square foot annually. Under the proposed lease, the rent would increase
3% per year over the 12-year term. Together, the rent and operating expenses will be $64.66
per square foot in the first year, increasing 3% annually.

As shown in Table 4 below, the proposed lease is projected to result in total costs of
$23,056,045 over the 12-year term of the lease, including $17,828,737 of rent payments and
$5,227,308 of operating expenses.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Table 4: Total Costs by Year under Proposed Lease

Lease Year Annual Rent Annual Operating Costs Total Costs
1 $1,256,250 $368,327 $1,624,577
2 1,293,938 379,377 1,673,314
3 1,332,756 ' 390,758 1,723,514
4 1,372,738 402,481 1,775,219
5 1,413,920 414,555 1,828,476
6 1,456,338 426,992 1,883,330
7 1,500,028 439,802 1,939,830
8 1,545,029 ‘ 452,996 1,998,025
9 1,591,380 466,586 2,057,966 -
10 1,639,121 480,583 2,119,705
11 1,688,295 495,001 2,183,296
12 1,738,944 509,851 2,248,795

Total $17,828,737 $5,227,308 $23,056,045
Source: Real Estate Division ‘

The City’s General Fund would fund the HSH lease and operating expenses, such that-HSH’s
budget for FY 2017-18 and FY 2018-19 includes these projected expenses.

In addition, as shown in Table 2 above, initial one-time City costs of approximately $3,754,247
are anticipated to be expended for tenant improvements to the property, which was budgeted
in the HSH. FY 2017-18 budget for these tenant improvements. HSH estimates an additional
$270,639 will be expended on one-time furniture, fixtures and equipment for 170 9% Street.

For the initial 12 years, this new HSH office lease is estimated to cost a total of approximately
$27,080,931 of General Fund revenues for rent ($17,828,737), operating expenses
($5,227,308), tenant improvements ($3,754,247), and furnishings ($270,639). Assuming
operating expenses would be fairly comparable at 440 Turk Street and 170 9™ Street for HSH
offices, the additional cost for rent, tenant improvements and furnishings total approximately
'$21,853,623 ($17,828,737 rent + $3,754,247 City tenant improvements + $270,639 for
furnishings). This lease includes two five-year options to extend, such that assuming a straight
3% increase annually over the 22-year term of the lease will result in total General Fund costs of
over $50 million for HSH’s offices at 170 9" Street.

Appraisal of Lease

On May 10, 2017, Clifford Advisory LLC completed an appraisal of the subject property at 170
9™ Street for the Real Estate Division and determined the fair market rent to be $50 per square
foot per year, or total of $65 per square foot per year including operating expenses, based on
the current condition of the building. The appraisal assumes a $65 per square foot tenant
improvement allowance to build-out the subject space to average-good quality condition Class
B office space. '

However, the proposed lease includes $1,381,875 or S$55 per square foot tenant improvement
allowance from the landlord, which is $10 less per square foot than the appraisal. As noted
ab‘ove,.the City will also contribute an additional $3,754,247 or $149 per square foot for tenant

SAN FRANCISCO BOARD OF SUPERVISORS . BUDGET AND LEGISLATIVE ANALYST
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improvements, for a total of $5,136,122 or $204 per square foot. According to Mr. Dunn, the
proposed lease was further negotiated to include additional code and accessibility compliance
improvements to be funded by the landlord and a start date for the lease of April 1, 2018,
instead of December 1, 2017, a four month delay and resulting savings in rent, which together
more than compensate for the $10 less per square foot contribution by the landlord.

POLICY CONSIDERATION

As noted above, in July 2016, the Board of Supervisors authorized the purchase of 440 Turk
Street from the San Francisco Housing Authority for $5,000,000 for 25,500 square feet of office
space on two floors for the staff of the newly created HSH Department. The Board of
Supervisors also approved $4,000,000* of tenant improvements to 440 Turk Street. A total of
$9,000,000 General Fund revenues was budgeted for HSH administrative offices in FY 2016-17.

As discussed above, HSH now plans to use 440 Turk Street as a Homeless Resource Center
instead of as HSH’s administrative offices. The FY 2017-18 and FY 2018-19 budgets include
proposed General Obligation bond funds to purchase and renovate 440 Turk Street as a
Homeless Resource Center and General Fund revenues for HSH to renovate and lease office
space at 170 9" Street.

HSH is now requesting approval to lease the property at 170 9t Street for HSH administrative
offices at an additional cost of approximately $21,853,623 (517,828,737 rent + $3,754,247 City
tenant improvements + $270,639 furnishings), excluding operating expenses5 over an initial 12-
year lease term. This request reflects an increase of $12,853,623 or 43% more than the initial
$9,000,000 request to purchase and renovate 440 Turk Street for HSH offices, excluding
operating expenses. Given the huge need in San Francisco to provide direct homeless services,
the subject request to expend an additional $12,853,623 of General Fund revenues for a new
12-year lease for HSH’s administrative office space is a policy decision for the Board of
Supervisors. :

RECOMMENDATIONS

1. Amend the proposed resolution on page 4, line 5 to delete “and Sublease” as the
" proposed lease does not contain a sublease.
2. Approval of the proposed resolution, as amended, is a policy decision for the Board of
Supervisors. .

* As noted above, the original $4 million increased to $5.3 million based on subsequent evaluation by Public Works.
3 Operating expenses at both 440 Turk Street and 170 9 Street are assumed to be comparable.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Attachment #1

Summary of Lease Terms

170 9™ Street (Assessor’s Block 3509, lot 8)

Address

SF 25,125 square feet

Term 12 years from the dafe of commencement
(estimated to be April 1, 2018).

Base Rent' $1,256,250 annually (or approximately $50.00

per square foot).

Estimated Operating Expenses

$30,693.92 monthly (approximately $14.66 per
square foot annually)

(2) 5 year options at 95% of FMR (subject to

Options
: further Board approvals).
Improvement Allowance $1,381,875 | (or approximately $55.00 per

square foot).

Estimated City cost above Landlord’s
allowance

$3,754,247 (or approximately $149 per square
foot).

Additional Provisions

City has the first opportunity to purchase the
property (subject to further Board approvals).

Appraisal

Fair Market Rent was appraised at $50.00 per
square foot by Clifford Advisory, John C
Clifford, MAI on May 10, 2017




OFFICE LEASE.

between

MICHAEL E. HORNSTEIN and ELLEN F. HORN STFEIN, AS TRUSTEES FOR THE
MICHAEL and ELLEN HORNSTEIN 1998 REVOCABLE TRUST, and JORDAN D.
: HORNSTEIN, an individual and EMILY F. HORNSTEIN, an mdlyldual

as Landlord
and

CITY AND COUNTY OF SAN FRANCISCO,
a municipal corporation
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OFFICE LEASE

THIS OFFICE LEASE (this "Lease"), dated for reference purposes only as of June 19,
2017, is by and between Michael E. Hornstein and Ellen F. Hornstein, as trustees for the Michael
and Ellen Hornstein 1998 Revocable Trust (as to a 68% ownership of the Property), Jordan D.
Hornstein, an individual owner (as to a 16% ownership of the Property), held as his sole and
separate property, and Emily F. Hornstein (aka Emily Levi), an individual owner (as to a 16%
ownership of the Property) held as her sole and separate property (collectively "Landlord™), and
the CITY AND COUNTY OF SAN FRANCISCO, a municipal corporation ("City" or
"Tenant").

Landlord and City hereby agree as follows:
1. BASIC LEASE INFORMATION

The following is a summary of basic lease information (the "Basic Lease Information").
Each item below shall be deemed to incorporate all of the terms in this Lease pertaining to such
item. In the event of any conflict between the information in this Section and any more specific
provision of this Lease, the more specific provision shall control.

Lease Reference Date: -~ June 19, 2017

Landlord: ' " Michael E. Hornstein and Ellen F. Hornstein, as
trustees for the Michael and Ellen Hornstein
1998 Revocable Trust (68%), and Jordan D.
Hornstein (16%) as an individual owner held as
his sole and separate property and Emily F.
Hornstein (16%) as an individual owner held as
her sole and separate property.

Tenant: CITY AND COUNTY OF SAN FRANCISCO

Building (Section 2.1): The three story building commonly known and
numbered 170 9th Street, San Francisco, .
California (Assessor Block 3509, Lot 8)

Premises (Section 2.1): The entire building, comprising all usable space

in the Bulldlng (floor plans attached as Exhibit
A)
Rentable Area of Premises (Section 2.1): Approximately 25,125 rentable square feet.
Term (Section 3): | Approximately twelve (12) years, commencing

on the Commencement Date (as defined in
Article 3), and ending March 31, 2030 (the
“Expiration Date”) (the “Initial Term™), .
subject to the Extensmn Opt1ons set forth in

Section 3.5.
Estimated Commencement Date: April 1, 2018
Extension Options (Section 3.5): City shall have two (2) options to extend the

Term for additional periods of five (5) years
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Initial Base Rent (Section 4.1):

Base Rent Adjustment:

Base Rent for the Extended Terms
(Section 4.2):

Additional Charges (Section 4.3):

Use (Section 5.1):
Utilities (Section 9.2):

Key Contact and Notice Address of Landlord
(Section 23.1):

Notice Address for Tenant (Section 23.1):

“each (each, an “Extended Term”), exercisable

by City by notice to Landlord given not less
than nine (9) months in advance, on the terms

- and conditions set forth in Section 3.4.

Annual Base Rent: $1,256,250.00 ($50.00 per
square foot)

Monthly Base Rent: $104,687.50 ($4.17 per
square foot)

Base Rent shall be adjusted annually according
to the Schedule attached as Exhibit C-

Base Rent for each Extended Term shall be
ninety-five percent (95%) of the then fair
market rent, as provided in Section 4.2.

In addition to Base Rent, City shall reimburse
Landlord for Real Estate Taxes as provided in
Section 4.5, Insurance Costs, as provided in

Section 4.6 and Operating Costs, as provided in
Section 4/7.

General office and public program use by City,
including the Department of Homelessness and
Supportive Housing and its service providers as
limited by Section 5.1.

City shall pay for natural gas, electricity,
janitorial, security, water, pest control and
sewer charges and for trash removal for the
Premises, as further described in Section 9.2).

2628 Filbert Street,

San Francisco, CA 94123

Attention: Michael Hornstein

Tel:. (415 397-4494

Fax: (415) 982-1634

Email: hornsteinrealestate@gmail.com

Real Estate Division
25 Van Ness Avenue, Suite 400
San Francisco, California 94102
Attn:  John Updike,

Director of Property
Fax No.: (415) 552-9216 -
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with a copy to: ‘ Department of Homelessness and
Supportive Housing

1 Dr. Carlton B. Goodlett Place

San Francisco, California 94102-4682
Attn:  Chief Financial Officer

Fax No.: (415)

~ and a copy to: = Office of the City Attorney
. : City Hall, Room 234
1 Dr. Carlton B. Goodlett Place
San Francisco, California 94102-4682
_Attn:  Real Estate and Finance Team
Fax No.: (415) 554-4757

Key Contact for Tenant: ' . Jeff Kositsky
' Director of Department of Homelessness and
Supportive Housing
(415)
Brokers (Section23.8): Colliers
Parking Rights: None.

Other Noteworthy Provisions (Section 22): First Offer to Purchase (Section 22.1)
2. -PREMISES |

2.1 Lease; Premises

Landlord leases to City and City leases from Landlord, subject to the provisions of this
Lease, the entire Building including the roof .and those premises shown on the floor plan(s)
attached hereto as Exhibit A (the "Premises"), located in the building identified in the Basic
'Lease Information (the "Building"). The Premises contain the rentable area and are located on
the floor(s) of the Building specified in the Basic Lease Information. The Building, land upon .
which the Building is located and all other improvements on or appurtenances to such land are
referred to collectively as the "Property.” In no event shall City have the right to use the roof of
- the Building for anything other than communcations equipment attenae -and/or dishes and City
shall provide Landlord with at least 24 hours advance written notice (facsimile is acceptable)
with respect to any request to access the roof and Landlord shall have the right to have a
representative present during any such access. '

2.2 Common Aljeas
As the sole tenant of the Building, City has the exclusive right to use and occupy the
Building, including the lobbies, corridors, elevators, stairways and other public areas of the

Building and the Property (collectively, the “Common Areas™), subject to Landlord’s rights
under Section 18.

2.3 Disability Access

‘California Civil Code Section 1938 requires commercial landlords to disclose to tenants whether
the property being leased has undergone inspection by a Certified Access:Specialist ("CASp") to
determine whether the property meets all applicable construction-related accessibility
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requirements. City is hereby advised that the Premises have not been inspected by a CASp.
Pursuant to California Civil Code Section 1938 Landlord hereby informs Tenant of the following:

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

3. TERM
3.1 Term of Lease

The Premises are leased for an initial term (the "Initial Term") commencing on the first
to occur of (i) the date Landlord tenders possession of the Premises to City under this Lease with
the Leasehold Improvements (as defined below) having been Substantially Completed and
accepted by City pursuant to Section 6.1, or (ii) April 1 2018, provided Landlord has become an
approved vendor of City and successfully enrolled in City’s ACH (electronic payment program),
and ending on the Expiration Date specified in the Basic Lease Information or such earlier date
as this Lease may be terminated pursuant to the provisions of this Lease; provided, however, that
City shall have the right to extend the Initial Term pursuant to Section 3.4 (Extension Option(s),
below). The word "Term" as used herein shall refer to the Initial Term and any Extended Term
if City exercises any of the Extension Option(s) as provided below.

3.2 Commencement Date and Expiration Date

The dates on which the Term commences and terminates pursuant hereto are referred to
respectively as the "Commencement Date" and the "Expiration Date." If the Commencement
Date occurs on a date other than April 1, 2018, then promptly thereafter Landlord shall deliver to
City a notice substantially in the form of Exhibit B attached hereto, confirming the actual

Commencement Date, but Landlord's failure to do so shall not affect the commencement of the
Term.

3.3 Delay in Delivery of Possession

Landlord shall use commercially reasonable to deliver possession of the Premises with all
of the Leasehold Improvements to deliver possession of the Premises with all of the Leasehold
Improvements having been Substantially Completed and accepted by.City’s Director of Property
pursuant to Section 6.1 on or before April 1, 2018 (the “Target Delivery Date”). Subject to City
changes in the Working Drawings due to pricing, Force Majeure, City requested Change Orders,
or other City-related delays, if Landlord is unable to deliver possession of the Premises to City
with the Leasehold Improvements being Substantially Completed within three hundred (300)
days after the Target Delivery Date, then City may terminate this Lease, without any further
liability under this Lease, upon written notice to Landlord. :
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3.4  Extension Option(s)

City shall have the right to extend the In1t1a1 Term of this Lease (each, an "Extension
Option") for two (2) additional periods of five (5) years each (each, an "Extended Term").
Such Extension Options shall be on all of the terms and conditions contained in this Lease,
provided that Base Rent shall be adjusted as provided in Section 4.2. City may exercise each
Extension Option, if at all, by giving written notice to Landlord no less than nine (9) months
prior to the then scheduled expiration of the Term; provided, however, if City is in material
default under this Lease on the date of giving such notice and fails to cure such default as
provided in this Lease, Landlord may reject such exercise by delivering written notice thereof to
City promptly after such failure to cure. . Landlord acknowledges and agrees that City’s notice
of its intent to exercise an Extension Optlon shall be subject to enactment of a resolution by the
Board of Supervisors and the Mayor, in their respective sole and absolute discretion, approving
and authorizing the same, within sixty (90) days after the date of the determination of the new
Base Rent pursuant to Section 4.2 (Determination of Base Rent for the Extended Term). In order
for City to have the right to exercise the second Extension Option, City must have exercised the
first Extension Option and the second Extension Option must be exercised timely within the first
Extended Term. In the event that the Board of Supervisors and/or the Mayor does not approve
an Extension Option Exercise, the City shall, in any event, pay the Landlord for Base Rent and
Additional Charges for nine (9) complete months followmg such disapproval, provided,
however, the occupancy of City in the Premises shall not be extended by such payments beyond
the end of the applicable Term. :

4, RENT
4.1 Base Rent

Beginning on the Commencement Date, City shall pay to Landlord the Base Rent
specified in the Basic Lease Information (the "Base Rent"). Such Base Rent shall be adjusted
during the Initial Term as set forth in attached Exhibit C for the respective periods set forth in
such Exhibit. The Base Rent shall be payable in equal consecutive monthly payments on or
before the first day of each month, in advance, at the address specified for Landlord in the Basic
Lease Information, or such other place as Landlord may designate in writing upon not less than
thirty (30) days’ advance notice. City shall pay the Base Rent without any prior demand and
without any deductions or setoff except as otherwise provided in this Lease. If the
Commencement Date occurs on a day other than the first day of a calendar month or the
Expiration Date occurs on a day other than the last day of a calendar month, then the monthly
payment of the Base Rent for such fractional month shall be prorated based on a thirty (30)-day
- month. In no event shall City be required to pay rent until Landlord has become an Approved
City Vendor and successful enrolled in City’s electronic payment program.

4.2 Determmatlon of Base Rent for the Extended Term

Upon the commencement of the Extended Term, the Base Rent shall be adjusted to equal
ninety-five percent (95%) of the prevailing market rental rate for space of comparable size and
location to the Premises then being offered for rent in other buildings similar in age, location and
quality to the Premises situated within the South of Market (SOMA) area of San Francisco
("Reference Area"). As used herein, the term "prevailing market rate" shall mean the base
rental for such comparable space, taking into account (i) any additional rental and all other
expenses and payments and escalations payable hereunder, (ii) size of the premises covered by
- leases of such comparable space, (iii) the duration of the renewal term and the term of such
comparable leases, (iv) free rent given under such comparable leases and any other tenant
concessions, (V) building standard tenant improvement allowances and other allowances given
under such comparable leases (vi) creditworthiness of the tenant and (vii) windowline, curb
appeal and other athestics which would affect the desirability of such comparable leases.
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Within thirty (30) days following City's exercise of each Extension Option, Landlord
shall netify City of Landlord's determination of the prevailing market rate for the Premises. If
City disputes Landlord’s determination of the prevailing market rate, City shall so notify
Landlord within fourteen (14) days following Landlord’s notice to City of the prevailing market
rate and such dispute shall be resolved as follows: .

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

(b)  If within this thirty (30)-day period Landlord and City cannot reach
agreement as to the prevailing market rate, they shall each select one appraiser to determine the
prevailing market rate. Each such appraiser shall arrive at a determination of the prevailing
market rate and submit his or her conclusions to Landlord and City within thirty (30) days of the
expiration of the thirty (30) day consultation period described in (a) above.

(¢)  If only one appraisal is submitted within the requisite time period, it shall
be deemed to be the prevailing market rate. If both appraisals are submitted within such time
period, and if the two appraisals so submitted differ by less than ten percent (10%) of the higher
of the two, then the average of the two shall be the prevailing market rate. If the two appraisals
differ by more than ten percent (10%) of the higher of the two, then the two appraisers shall
immediately select a third appraiser who will within thirty (30) days of his or her selection make
a determination of the prevailing market rate and submit such determination to Landlord and
City. This third appraisal will then be averaged with the closer of the two previous appraisals
and the result shall be the prevailing market rate. :

- (d)  If Base Rent for the Extended Term is not determined before the
commencement of the Extended Term, City shall continue to pay Base Rent at the rate in effect
immediately prior to the Extended Term. Thereafter, City shall pay any deficit or Landlord shall
refund any excess payment, as the case may be, within thirty (30) days after the parties determine
Base Rent. :

()  All appraisers specified herein shall be "MAI" designated members of the
Appraisal Institute with not less than five (5) years’ experience appraising leases of commercial
properties similar to the Premises in the Reference Area. Landlord and City shall each pay the
cost of the appraiser selected by such party and, if applicable, one-half of the cost of the third
appraiser, plus one-half of any other costs incurred in the arbitration. '

43  Additional Charges/Net Lease

In addition to Base Rent, City shall pay as additional rent any other charges or amounts City is
expressly required to pay to Landlord under this Lease ("Additional Charges"), including,
without limitation, Real Estate Taxes, Insurance Costs and Operating Costs. Such Additional
Charges shall be paid to Landlord at the place where the Base Rent is payable. Landlord shall
have the same remedies for a default in the payment of any Additional Charges as for a default in
the payment of Base Rent. The Base Rent and Additional Charges are sometimes collectively
referred to below as “Rent.” This is intented to be a “net” Lease and Tenant shall pay all costs
and charges relating to the Premises and the Property not expressly imposed on Landlord under
this Lease. ' ' ‘

4.4 Definitions

For purposes hereof, the following terms shall have the.meanings hereinafter set forth:
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"Expense Year" means each calendar year commencing January 1st of each year during
the Term, including any partial year in which this Lease commences; provided that Landlord,
upon advance written notice to City, may change the Expense Year to any other twelve (12) .
consecutive month period and, in the event of any such change, City’s payment of Real Estate
Taxes, Property Insurance, and Operating Costs shall be equitably adjusted for the Expense
Years involved in any such change.

4.5 Real Estate Taxes
(a) City’s Payment of Property Taxes

During the Term, City shall pay to Landlord each month one-twelfth (1/12) of the annual
Real Estate Taxes as defined in Section 4.5(b), for each Tax Year, as defined in Section 4.5(c),
as Additional Charges. If the Commencement Date occurs on a day other than the first day of a
calendar month or the Lease expires or terminates on a day other than the last day of a calendar
month, then the monthly payment of City’s payment of the annual Real Estate Taxes for such
fractional month shall be prorated based on a thirty (30)-day month. Within thirty (30) days after
Landlord receives the tax bills for any Tax Year, Landlord shall furnish City with a copy of the
tax bills accompanied by a statement (“Landlord’s Tax Statement”) setting forth the annual tax
payment required. If City’s total actual payment of the estimated Real Estate Taxes is less than
the estimated Real Estate Taxes paid by City for such tax year, City shall pay the difference to
Landlord within thirty (30) days after the receipt of Landlord’s Tax Statement and the tax bill
(whether or not this Lease has terminated). If the total amount of estimated Real Estate Taxes
paid by City for such tax year exceeds City’s actual annual Real Estate Taxes for such Tax Year,
such excess shall be credited against the next installments of Real Estate Taxes due from City or,
at City’s option, such excess shall be refunded to City within thirty (30) days after City requests
the refund.

(b)  Definition of “Real Estate Taxes”

“Real Estate Taxes” means all taxes, assessments and charges levied upon or with
respect to the Property, Building or Landlord’s interest in the Building and the Property. Real
Estate Taxes shall include, without limitation, all general real property taxes and general and
special assessments, charges, fees, or assessments for transit, housing, police, fire, or other -
governmental services thereof, service payments in lieu of taxes that are now or hereafter levied
or assessed against Landlord by the State of California or any political subdivision thereof,
district, or any other public entity having the direct or indirect power to tax and where the funds
are generated with reference to the Building and where the proceeds so generated are to be
applied by the city, county or other local taxing authority of a jurisdiction within which the
Property and Building are located, and shall also include any other tax, fee or other excise,
however described, that may be levied or assessed as a substitute for, or as an addition to, in
whole or in part, any other Real Estate Taxes. -

Notwithstanding the foregoing, Real Estate Taxes shall exclude (1) franchise, transfer,
inheritance, gross receipts, or capital stock taxes or income taxes of Landlord from all sources
unless, due to a change in the method of taxation, any of such taxes is levied or assessed against
Landlord as a substitute for, or as an addition to, in whole or in part, any other tax that would
otherwise constitute a Real Estate Tax, (2) any penalties, fines, interest or charges attributable to
the late payment of any taxes, except to the extent attributable to City’s failure to timely pay its
Real Estate Taxes under the terms of this Lease, (3) any personal property taxes payable by City
hereunder or (4) any increase in Real Estate Taxes due to any reassessment upon a transfer(s) of
. any of Landlord’s interest in the Building or Property after the Commencement Date shall be
limited as follows: (i) for the first three (3) years from the Commencement Date no increase due
to any reassessment(s) upon any transfer(s) of the Building and Property after the .
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Commencement Date shall be billed to City; (ii) for the fourth year from the Commencement
Date, only one-third (1/3) of any increase(s) for any reassessment(s) due to transfer(s) of the
Building and Property after the Commencement Date shall be charged to City; (iii) for the fifth
year from the Commencement Date, only two-thirds (2/3) of any increase(s) for any
reassessment(s) due to transfer(s) of the Building and Property after the Commencement Date
shall be charged to City; and (iv) for the sixth year from the Commencement Date and the
remainder of the Term, the full amount of any reassessment(s) due to transfer(s) of the Building
and Property after the Commencement Date shall be charged to City.

(¢)  “Tax Year” Defined

“Tax Year” means each calendar year during the Term, including any partial year during
which this Lease may commence; provided that Landlord, upon notice to City, may change the
Tax Year from time to time to any other twelve (12) consecutive month period and, in the event -
of any such change, City’s payment of the Annual Taxes shall be equitably adjusted for the Tax
Year involved in any such change.

4.6  Property Insurance Costs

During the Term, City shall pay to Landlord each month, as Additional Charges, one
twelfth (1/12) of the amount of Landlord's Insurance Costs at a minimum as required by Section
17 and such additional liability insurance limits as determined by Landlord or Landlord’s lender
(Insurance). City shall make such payments, in advance, in an amount estimated by Landlord in
reasonable detail in a writing delivered to City. Landlord's Expense Statement delivered
pursuant to Section 4.7(b) shall include in reasonable detail Landlord's Insurance Costs for such
Expense Year. If Landlord's actual Insurance Costs for such Expense Year exceeds City’s
estimated payment of Landlord's Insurance Costs paid by City for such Expense Year, City shall
pay to Landlord (whether or not this Lease has terminated) the difference between the amount of
Landlord's Insurance Costs paid by City for such Expense Year and City’s payment of the actual
Landlord's Insurance Costs for such Expense Year within thirty (30) days following Landlord’s
delivery of Landlord’s Expense Statement. If the tota] amount of estimated Landlord's Insurance
Costs paid by City for such Expense Year exceeds City’s payment of the actual Landlord's
Insurance Costs for such Expense Year, such excess shall be credited against the next
installments of Landlord's Insurance Costs due from City hereunder, or if this Lease has
terminated, such excess shall be refunded to City within thirty (30) days following Landlord’s
delivery of Landlord’s Expense Statement. Notwithstanding the foregoing, any failure or delay
in the delivery of Landlord’s Expense Statement shall not operate as a waiver of Landlord’s right
to collect City’s payment of the increase in Landlord's Insurance Costs owing to Landlord.

47  Operating Costs

(a)  "Operating Costs" means the total reasonable and prudent costs and
expenses actually paid or incurred by Landlord (and not paid directly by City) in connection with
the management, operation, maintenance, repair and, as limited herein, replacement, of the
Building, including, but not limited to: (1) the cost of air conditioning, electricity, steam, water,
heating, mechanical, telephone, ventilating, and elevator systems and all other utilities, (2) the
cost of repairs and all labor and material costs related thereto, and the cost of general
maintenance, cleaning and service contracts and the cost of all supplies, tools and equipment
required in connection therewith, (3) third party labor costs engaged in the operation, repair, or
maintenance of the Building, allocated in proportion to the percentage of such person’s working
time actually spent working in connection with the Building, (4) reasonable management fees not
to exceed four percent (4%) of the Base Rent, (5) fees, charges and other costs of all independent
contractors engaged by Landlord, allocated in proportion to the percentage of such person’s
working time actually spent working in connection with the Building, (6) the cost of capital
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improvements made to the Building after completion of its construction as a labor-saving or
energy saving device or to effect other economies in the operation or maintenance of the
Building and which benefit the Premises, re-painting of the exterior of the Building, roof
replacement and roof capital repairs for the Building, or made to the Building after the date of
this Lease that are required under any governmental law or regulation that was not apphcable (or
triggered to be applicable) to the Building at the time that permits for the construction of the
Leasehold Improvements (Section 6) thereof were obtained, unless caused by Landlord’s
deliberate or negligent violation of such law, rule or regulation (the items in this Section
4.7(a)(6) referred to as “Allowed Capital Costs”), (7) janitorial costs if requested by City for
Landlord to provide, (8) deductibles under insurance policies not to exceed Ten Thousand

Dollars ($10,000) per occurrence, and (9) other expenses reasonably incurred in connection with
- the management, operation, maintenance or repair of the Building (other than Real Estate Taxes,
Property Insurance Costs and any services for which Landlord is separately and directly
reimbursed by City) which would, under generally accepted accounting principles, be considered
an operating expense. The computation of Operating Costs shall be made in accordance with
generally accepted accounting principles. With respect to the Allowed Capital Costs, such costs-
shall be amortized over the useful life thereof, together with interest on the unamortized balance
at a rate per annum equal to three (3) percentage points over the Treasury Rate charged at the
time such item is constructed, but not more than the maximum rate permitted by law at the time
such item is constructed.

Notwithstanding the foregoing, "Operating Costs shall exclude the items
described on the attached Exhibit E. .

(b)  During the Term, City shall pay to Landlord each month, as Additional
Charges, one twelfth (1/12) of the Operating Costs. City shall make such payments, in advance,
in an amount estimated by Landlord in reasonable detail in a writing delivered to City. The
Operating Costs for the initial year of the Lease are estimated and attached as Exhibit
Landlord may revise such estimates of Operating Costs from time to time and City shall
thereafter make payments on the basis of such revised estimates, provided that no such revision
shall be retroactive, and Landlord may not make any such revisions more than twice in any given
Expense Year and no such revision may be made any earlier than four (4) months subsequent to
the prior estimate for such Expense Year. With reasonable promptness not to exceed ninety (90)
‘days after the expiration of each Expense Year, Landlord shall made a good faith effort to
furnish City with a statement (herein called "Landlord’s Expense Statement"), prepared by an
independent certified public accountant, setting forth in reasonable detail the Operating Costs for
such Expense Year and City’s payments thereof, but in not event shall Landlord’s Expense
Statement be sent later than one hundred twenty (120) days after the expiration of each Expense
Year. If the actual Operating Costs for such Expense Year exceeds the estimated Operating
Costs paid by City for such Expense Year, City shall pay to Landlord (whether or not this Lease
has terminated) the difference between the amount of estimated Operating Costs-paid by City
and the actual Operating Costs within thirty (30) days after the receipt of Landlord’s Expense
Statement. If the total amount paid by City for any such payment of Operating Costs exceeds
City’s Operating Costs Share of the actual Operating Costs for such Expense Year, such excess
shall be credited against the next installments of Operating Costs due from City to Landlord
hereunder, or refunded to City, at City’s option.
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4.8  Delivery of Landlord Estimated Expense Statements

For City’s budgeting purposes, Landlord shall use best efforts to deliver estimated payment
statements for Real Estate Taxes, Insurance Costs and Operating Costs in reasonable detail prior
to December 31 of the prior Expense Year

4.9 Proration

If the Commencement Date or Expiration Date shall occur on a date other than the first or
last day of a Tax Year or Expense Year, City’s payment of Real Estate Taxes, Insurance Costs or
Operating Costs for the Expense Year in which the Commencement Date or Explratlon Date
occurs, shall be prorated based on a three hundred sixty-five (365)-day year

. 410 Audits

City shall have the right, upon not less than five (5) business days’ notice to Landlord, to
audit the books and records of the Building related to Operating Costs, Insurance Costs and Real
Estate Taxes. If such audit discloses any discrepancies which would result in a reduction of
City’s payment of Operating Costs, Insurance Costs and Real Estate Taxes for any Expense
Year, Landlord shall within thirty (30 days refund to City the amount of any overpayment by
City. City shall pay the cost of such audit, provided that if such audit discloses any discrepancies
which result in a reduction of City’s payment of the total Operating Costs, Insurance Costs, and
Real Estate Taxes of three percent (3%) or more for any Expense Year, then Landlord shall pay
the costs of such audit.

4.11 Records

Landlord shall maintain at offices to be periodically designated by Landlord in
San Francisco in a safe, complete and organized manner all of its records pertaining to this Lease
and Real Estate Taxes, Insurance Costs, and Operating Costs and any other charges paid by City
pursuant hereto, for a period of not less than five (5) years following expiration of each
applicable Lease Year, including not less than five (5) years after the end of the Term. Landlord
shall maintain such records on a current basis and in sufficient detail to facilitate adequate audit
and review thereof. All such books and records shall be available for inspection, copying and
audit by City and its representatlves at City’s expense, subject to the provisions of Section 4.10
above.

5. USE |
5.1 Permitted Use

City may use the Premises for general office and public program uses and such other uses
as may be specified in the Basic Lease Information, and for no other use without the prior written
consent of Landlord, which shall not be unreasonably withheld or delayed. City shall not use,
occupy, or permit the use or occupancy of the Premises for any purpose which is illegal or
dangerous or for any purposes where the Premises is accessible to the public relating to social
services of any kind, including, without limitation, medical or counseling services, drug or
alcohol or other dependency rehabilitation services, housing, job training, pohclng activities or
cannabis-related.

5.2 Observance of Rules and Regulations
City shall observe Landlord’s reasonable rules and regulations for the Building subj ect_to‘

the provisions of this Lease. City acknowledges and agrees to the current Building rules and
regulations attached hereto as Exhibit F (the "Rules and Regulations"). Landlord may make
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reasonable additions or modifications thereto, which shall be binding upon City within a
reasonable implementation period following Landlord’s delivery to City of a copy thereof, ,
provided that such additions or modifications shall not reduce Landlord’s obligations hereunder,
increase City’s rental obligations, interfere with City’s business in the Premises, conflict with
the provisions of this Lease, materially increase the burdens or obligations upon City, impose a
charge upon City for services which this Lease expressly states are to be provided to City at no
charge, or materially adversely affect the conduct of any business in the Premises which City is
permitted to conduct pursuant to Section 5.1 hereof.

5.3 Interference with Access

Landlord shall provide to City access to the Building and the Premises twenty-four (24) -
hours per day, seven (7) days per week, together with uninterrupted access thereto to the
maximum extent possible, including, without limitation, during any power outages affecting the
Premises or any portion of the Building; provided, however, that Landlord may, after
consultation with the City’s Administrator, interrupt City’s access to the Premises in the event of
an immediate threat of the Premises or any other portion of the Building being rendered unsafe
for human occupancy. If City’s use of any of the Premises or access thereto is interrupted as a
result of the Premises, or any other portion of the Buﬂdmg being rendered unsafe for human
occupancy due to Landlord’s failure to comply with its obligations under this Lease or for any
other reason other than City’s default hereunder, then Landlord shall immediately undertake all
necessary steps to correct such condition. In the event such condition continues for five (5)
business days and materially impairs City’s ability to carry on its business in the Premises, the
Rent payable hereunder shall be abated based on the extent to which such interruption of access
to the Premises interferes with City’s ability to carry on its business at the Premises. If any such
default by Landlord shall continue for thirty (30) days or more after City’s use is interrupted and
materially impairs City’s ability to carry on its business in the Premises, then City shall have the
right, as its sole legal and equitable remedy under this Lease, to terminate this Lease, unless
Landlord supplies City with evidence reasonably sat1sfactory to City that City’s normal and safe
use will be restored within ninety (90) days of the date City’s use was interrupted due to
Landlord’s failure to comply with its obligations under this Lease or the negligence or willful .

- misconduct of Landlord or its Agents, and such use is actually restored within such 90-day
period. Nothing in this Section shall limit the rights of the parties with respect to any dlsruptlon
due to casualty pursuant to Section 12 (Damage and Destruction) hereof.

6. LEASEHOLD IMPROVEMENTS

6.1  Landlord’s Obligation to Construct Improvements

. Landlord, through CCI Commerical Construction & Improvements, Inc. retained by
Landlord as the general contractor (the "General Contractor”), shall perform the work and make
the installations in the Premises pursuant to the Construction Plans (as defined in this Section
below) approved by City, and in accordance with the provisions of this Section below. Such
work and installations are referred to as the “Leasehold Improvement Work” and “Leasehold
Improvements.” All costs incurred by Landlord in connection with the Leasehold Improvements
in excess of the Allowance and in accordance with this Section 6 shall be reimbursed by City.

(a) Plans and Specifications

Before the Lease reference date, Landlord has caused TEF Architecture and
Interior Design, Inc. (“Architect”) to prepare and submit to City for its approval a space plan for
the Leasehold Improvements based on City’s program requirements for use of the Premises.
City hereby approves the space plan dated , 2017 (the “Approved Space Plan™)
attached hereto as Exhibit F.
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Immediately following the Effective Date of this Lease (as defined in
Section 23.30 hereof), based on the Approved Space Plan and any adjustments authorized by
City, Landlord shall cause the Architect and a Leadership in Energy and Environmental Design
(“LEED”) consultant (if required to meet City’s obligations to cause the Leasehold
Improvements to comply with the requirements of Sections 700 through 713 of the San
Francisco- Environment Code), to prepare final plans, specifications and working drawings in
form and detail sufficient for purposes of contractor pricing (the “Pricing Plans™). City shall
have ten (10) business days to review and either approve of the Pricirig Plans (which approval
shall not be unreasonably withheld) or provide Landlord with City’s adjustments to the Pricing
Plans. If the City fails to approve or disapprove the Pricing Plans within such ten-day period the
Pricing Plans shall be deemed approved by the City. ‘ '

Immediately following City’s approval (or deemed approval) of the Pricing Plans,
based on the approved Pricing Plans and any adjustments authorized by City, Landlord shall
cause final plans, specifications and working drawings for the Leasehold Improvements to be
prepared, in conformity with the requirements hereof. Landlord shall use commercially
reasonable efforts to submit a copy of such final plans, specifications and working drawings in -
sufficient detail to define the work (the “Construction Drawings™) to City within sixty (60) days
after the City’s approval of such Pricing Plans. The Construction Drawings shall be subject to
City’s approval, which approval shall not be unreasonably withheld. City shall have ten (10)
business days to review and either approve of the Construction Drawings or provide Landlord
with the revisions that City reasonably requires in order to obtain City’s approval. If the City
fails to approve or disapprove the Construction Drawings withih such ten-day period, the
Construction Drawings shall be deemed approved. As soon as reasonably possible and no later
than ten (10) business days thereafter, Landlord shall submit to City revised Construction
Drawings that incorporate the revisions required by City. City shall have five (5) business days
to review and approve the revisions to the Construction Drawings (which approval shall not be
unreasonably withheld). If the City fails to approve or disapprove the revisions to the
Construction Drawings within such five-day period, the revisions to the Construction Drawings
shall be deemed approvéd. The final Construction Drawings approved by City shall be referred
to as the “Construction Documents.”

b) Mayor’s Office of Disability Review; Permits
y

In the event the Leasehold Improvement Work requires construction permits,

Landlord acknowledges that City requires that the Construction Documents be reviewed by the
San Francisco Mayor’s Office of Disability (“MOD”) for compliance with the Americans With
Disabilities Act of 1990 (“ADA”) and other related laws before Landlord submits them to the

" San Francisco Department of Building Inspection (“DBI”) for construction permits. Landlord
shall cause the Architect to submit the Construction Documents to MOD for review promptly
following City’s approval of the final Construction Drawings. If MOD requires revisions to the
Construction Documents or modifications or additional improvements to the Property, Landlord
shall cause Architect to revise the Construction Documents and/or design and prepare all
additional plans and specifications as required by such MOD review, in conformity with ADA
and other legal requirements. Such revised Construction Documents and additional plans shall .
thereafter be referred to as the “Construction Plans.” Upon MOD’s approval of the
Construction Plans, Landlord shall cause Architect to notify Landlord and City that the
Construction Plans have been approved and to identify the additional work, if any, specified
therein as a result of the MOD review. , :

Landlord shall secure any building and other permits and approvals, government
fees, licenses and inspections necessary for the proper performance and completion of the
Leasehold Improvement Work. Promptly following MOD’s approval of the Construction Plans
and City’s approval of the Construction Budget, as defined in the following subsection,
Landlord shall apply for any permits, approvals or licenses necessary to complete the
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construction shown on the Construction Plans and shall provide copies to City promptly -
following receipt thereof. Landlord shall be responsible for arranging for all inspections
required by DBI. Payments for such permits and approvals shall be paid as costs of the
Leasehold Improvements.

(c) City’s Approval of Costs

City has approved a good faith initial construction budget (“ROM”) which
includes all project hard and soft costs. A copy of the ROM is attached hereto as Exhibit K.

Upon completion of the Pricing Plans, General Contractor shall update the ROM
based on such additional information. City shall have the right to request (3) competitive bids
from subcontractors in each trade in connection with all work performed by Landlord or General
Contractor hereunder. If necessary, the Construction Plans shall be revised and completed such
that the cost of the Leasehold Improvement Work does not exceed the ROM.

Prior to commencing construction of the Leasehold Improvement Work, Landlord
shall prepare and submit to City, based on the Construction Plans, a good faith budget for the
Leasehold Improvement Work, showing all costs to be paid by Clty, including a contractor
contingency of three percent (3 %) (the “Construction Budget”) or such other contingency
reasonably approved by City. Provided the Construction Budget does not exceed the ROM, City
shall have five (5) business days to review and approve or disapprove the Construction Budget
If City fails to approve or disapprove the Construction Budget that does not exceed the ROM
within such five-day period, the Construction Budget shall be deemed approved.

If such Construction Budget exceeds the ROM, Architect, General Contractor,
and City shall at City’s option diligently pursue reductions in scope so that the Constructlon
Budget can be equal to or less than the ROM.

If during the course of construction, the Leasehold Improvements cannot be
completed in conformity with the most recently City approved Construction Budget, Landlord
shall immediately submit to City for its approval a revised Construction Budget and shall
identify to City changes in line items and the reasons for the changes. City acknowledges that
renovation or improvement of existing facilities inherently involves risk of unanticipated costs
necessary to obtain a Final Certificate of Occupancy. If further changes are required, Landlord
shall seek City’s approval, following the same procedures. If costs exceed the approved
Construction Budget, the parties agree to meet and confer in good faith to either (i) obtain City
approval of any increased costs, with an appropriation for such amount or (ii) revise the
Leasehold Improvement Work so that it does not exceed the approved Construction Budget.
City shall have the right to reasonably approve or disapprove any Construction Budget or revised
Construction Budgets in its reasonable judgment. No such approval or disapproval shall be
unreasonably delayed, but any such revised Construction Budget shall be deemed approved if
City does not approve or disapprove the revised Construction Budget within ten (10) business
days after request for such approval. The most recent City approved Construction Budget shall
supersede all previous City approved Construction Budgets.

(d) Construction

Immediately upon City’s approval of the Construction Plans and the Construction
Budget and Landlord’s procurement of all necessary permits and approvals for the Leasehold
Improvements, Landlord shall cause the General Contractor to commence, the construction of
the Leasehold Improvements. Landlord shall require in any contract issued in connection with
the Leasehold Improvement Work that General Contractor (i) shall cause the Leasehold
Improvement Work to be completed in a good and professional manner in accordance with
sound buﬂdmg practice, (ii) shall comply with and give notices required by all laws, rules,
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regulations, ordinances, building restrictions and lawful orders of public authorities bearing on
construction of the Leasehold Improvements (iii) shall comply strictly with all applicable
disabled access laws, including, without limitation, the most stringent requirements of the ADA,
Title 24 of the California Code of Regulations (or its successor) and (iv) shall pay prevailing
wages as further provided in Section 23.24 (Prevailing Wages), below, and shall not use tropical .
hardwood wood products, or virgin redwood wood products as further provided in Section 23.26
(Tropical Hardwood and Virgin Redwood Ban), below. Landlord shall use commercially
reasonable efforts to enforce such requirements. :

(e) Construction Schedule; Substantial Completion

Landlord shall keep City apprised on a regular basis of the status of plan
preparation, permit issuance and the progress of construction. City shall have the right upon
reasonable advance oral or written notice to Landlord to enter the Premises at reasonable times to
inspect the Leasehold Improvement Work. When construction progress so permits, but not less
than fifteen (15) days in advance of Substantial Completion, Landlord shall notify City of the
approximate date on which the Leasehold Improvement Work will be Substantially Completed in
accordance with the Construction Plans. Landlord shall revise such notice of the approximate
Substantial Completion date as appropriate from time to time and shall immediately notify City
when the Leasehold Improvement Work is in fact Substantially Completed. On the Substantial
Completion Date or other mutually agreeable date as soon as practicable thereafter, City and its
authorized representatives shall have the right to accompany Landlord or Architect on an
inspection of the Leasehold Improvement Work.

“Substantial Completion” or "Substantially Completed" shall be when the
Leasehold Improvements are sufficiently completed in accordance with the approved
Construction Documents and Construction Plans except for finishing details, decorative items, -
minor omissions, mechanical adjustments, and similar items of the type customarily found on an
architectural punch-list, the correction or completion of which items collectively will not
substantially interfere with Tenant’s occupancy and use of the Premises (such items generally,
“Punch-List Items™) and Architect has provided an AIA G704 certificate of substantial
completion with respect to the Leasehold Improvements. Landlord and Tenant shall cooperate to
facilitate completion of any Punch-List Items as quickly as possible.

- No approval by City or any of its Agents of the Space Plans, Pricing Plans,
Construction Drawings, Construction Documents, Construction Plans, or completion of the
Leasehold Improvement Work for purposes of this Lease shall be deemed to constitute approval
of any governmental or regulatory authority with jurisdiction over the Premises, and nothing
herein shall limit Landlord’s obligations to obtain all such approvals. :

(f) Appointment of Representatives

City and Landlord shall each designate and maintain at all times during the design
-and construction period a project representative (“Representative™), and an alternate for such
Representative (“Alternate™), each of whom shall be authorized to confer and attend meetings
and represent such party on any matter relating to the Leasehold Improvement Work. Landlord
and City shall not make any inquiries of or requests to, and shall not give any instructions or
authorizations to, any other employee or agent of the other party. The initial Representatives and
Alternates shall be:

City: Representative --
Alternate --
Landlord: Representative —

Alternate --
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Each party may at any time and from time to time change its Representative or
Alternate by written notice to the other party. Each party’s Representative or Alternate shall be
available during ordinary business hours so that questions and problems may be quickly resolved
and so that the Leasehold Improvements may be completed economically and in accordance with
the Construction Schedule. All approvals made by C1ty s Representative or Alternate shall be
made in writing. v

(g) Changes to Construction Plans

If City inquires in writing about any change, addition or alteration relating to the
design or specifications of the Leasehold Improvement Work (a “Change Order”), Landlord shall
cause its Architect and General Contractor to promptly supply a good faith not to exceed change
order cost estimate. In the event that a Change Order would delay Substantial Completion,
Landlord shall also provide its good faith estimate of such a delay. Within five (5) business days
of receipt of such cost and delay estimates, City shall notify Landlord in writing whether City
approves the proposed Change Order and an increase in the Construction Budget (if required). If
City tirhely approves the proposed Change Order, then General Contractor shall proceed with
such Change Order as soon as reasonably practical thereafter.

(h) Excluded Costs

Code and Accessibility Improvements. Landlord shall through General
Contractor furnish and install all improvements that are required to bring the Premises and the
Common Areas serving the Premises, including, without limitation, the lobbies, corridors,
.drinking fountains, elevators, elevator vestibules, stairs, stair vestibules and restrooms, and
signage in all such areas, into full compliance with all Laws including but not limited to Disabled
Access Laws for use as B occupancy office space. All costs of such work shall be performed at
Landlord’s sole cost and expense, and no such costs shall be deducted from the Allowance (as
hereafter defined).

Fire & Life Safety Panels. Landlord shall through General Contractor furnish and
install all Fire & Life Safety panels, sub panels and improvements that are required to bring the
Premises and the Common Areas serving the Premises; into full compliance with all Laws
including but not limited to Fire & Life Safety Laws for use as B occupancy office space as
shown on Exhibit (Space Plan). All costs of such work shall be performed at Landlord’s
sole cost and expense, and no such costs shall be deducted from the Allowance (as hereafter
defined).

- Approvals of Use. Landlord shall pay for the Conditional Use Permit Fee, the
Eastern Neighborhood Impact Fees for use as B occupancy office space as shown on Exhibit
(Space Plan), and the Change of Use Permit Fee. Subject to the cap below, all costs of
such fees shall be at Landlord’s sole cost and expense, and no such costs shall be deducted from
the Allowance (as hereafter defined).

Ground Floor Infill Improvements. Landlord shall through General Contractor
furnish and install all improvements that are required to infill the crosshatched area in the
loading dock area at the rear of the Building as shown on the Ground floor plans on Exhibit

(Space Plan), including, without limitation, construction, seismic engineering, stairs, and
walls for use as B occupancy office space. Subject to the cap below all costs of such work shall
be performed at Landlord’s sole cost and expense, and no such costs shall be deducted from the
Allowance (as hereafter defined).

Landlord’s costs for the Approvals of Use and Ground Floor Infill Improvements

~ shall be limited to Two Hundred Thousand Dollars (8200,000.00) (the “Cap”) and any and all
such costs in excess of of the Cap shall be deducted from the Allowance (as hereafter defined).
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1) Payment for Other Leasehold Improvement Work; Allowance

Subject to Landlord’s obligations in subparagraph 6.1(h) above, Landlord shall
pay for the cost of constructing and installing the Leasehold Improvements (as defined below) up
to a total sum of Sixty Five Dollars ($55.00) per rentable square foot in the Premises (the
"Allowance"). To the extent that any portion of the Allowance is not used by City such portion
shall be credited against Base Rent next due or payable under the Lease, or, at City’s option,
refunded to City. In the event that the actual costs to construct and install the Leasehold
Improvement Work incurred by Landlord exceed the amount of the Allowance, City shall pay
such excess costs upon receipt of required documentation in accordance with subparagraph

below. No costs shall be included in the Allowance, and City shall not be obligated to

pay any costs in excess of the Allowance, unless and until it approves the Construction Budget
and any revisions thereto. City’s share of the Leasehold Improvement costs (including City’s
share of the ROM and the Construction Budget as modified from time to time) in excess of the
Allowance hereunder shall in no event exceed Dollars
$ _ ) and to the extent it appears that there may be an excess cost, City shall
revise the Leasehold Improvement Work to eliminate such. excess cost. City shall not be

responsible for, and the Allowance shall exclude, any supervision or management fee by
" Landlord, but éither the Allowance shall include or the City shall be responsible for a third party
project manager fee for a project manager retained by Landlord.

Landlord shall apply the Allowance to the City preapproved reasonable and actual costs
of constructing the Leasehold Improvements incurred by Landlord until the Allowance is
exhausted. Throughout the course of construction, City shall make monthly payments to
Landlord based on a payment schedule to be agreed to concurrent with the approval of the initial
ROM Construction Budget and attached as-Exhibit L. Such payment schedule shall be designed
to permit timely payments to the Architect and General Contractor of the costs of constructing
the Leasehold Improvement based on the approved Construction Budget and construction
schedule, in conformance with the payment obligations under Landlord's contracts with the
Architect and General Contractor and subject to adjustments resulting from any Change Orders.
City’s payments of the cost of constructing the Leasehold Improvements in excess of the
Allowance shall be due as Additional Charges and payment shall be made monthly together with
payment of Base Rent hereunder. :

(i) Required Documentation of Costs

Landlord shall provide City with copies of a final cost reconciliation including (i)
all invoices received by Landlord from the Architect and the General Contractor in connection
with the preparation of the Construction Plans or the Change Order or performance of the
Leasehold Improvement Work, (ii) satisfactory evidence of payment by Landlord of such
invoices, and (iii) upon City’s request, such documentation as the Architect or the General
Contractor may have provided to Landlord pursuant to its contract for the Leasehold
Improvement Work. If the costs set forth in such final reconciliation exceed the amounts paid to
Landlord pursuant to Section 6.1(i), City shall reimburse Landlord for such additional cost
within thirty (30) days following the final reconciliation. If the costs in the final reconciliation
show that the amounts paid by the City under Section 6.1(i) exceed the amounts reimbursable by
City for the Leasehold Improvements, then Landlord shall pay such excess amount to the City
within thirty (30) days following the final reconciliation. The City and Landlord agree to meet
and confer in good faith as and when requested by either party to ensure that City’s payment
schedule meets the cash flow requirements of the Leasehold Improvement Work, and to review
budgets, invoices and progress payments throughout the construction period.
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(k) No Waiver of Conditions. Each waiver by City of a condition of payment
must be expressly made by City in writing. If City makes a payment before fulfillment of one or
more required conditions, that payment alone shall not be a waiver of such conditions, and City
reserves the right to require their fulfillment before making any subsequent payments. If all
conditions are not satisfied, City, acting in its reasonable judgment, may make payment as to
certain items or categories of costs and not others.

(I) City’s Cure Right. If Landlord does not make timely payment to General
Contractor or any of its subcontractors or material suppliers, City may, but shall not be obligated
to, advance City’s funds directly to General Contractor or its subcontractors or material suppliers
to pay the cost of the Leasehold Improvements, and any such advance shall be payable to City
1mmed1ately upon demand, with interest at a rate of the lesser of twelve percent (12%) per
annum or the maximum rate permitted by law.

(m)Restoration of the Premises

City shall not be re(juired to remove these Leasehold Improvements upon the
expiration or sooner termination of this Lease except those improvements specifically identified
on the Approved Space Plans to be removed on the expiration or sooner termination of this
Lease.

(n) No Painting of the Interior Concrete Wall The interior concrete walls shall
at no time during the term be painted, coated, defaced or in any many colored as part of the
Leasehold Improvement Work.

6.2  Installation of Telecommunications and Other Equipment

Landlord and City acknowledge that the Leasehold Improvement Work shall be
completed by Landlord exclusive of the installation of telecommunications, data and computer
cabling facilities and equipment. City shall be responsible for installing such facilities and
equipment, provided that Landlord shall furnish access to City and its consultants and contractors
to the main telephone service serving the floor(s) on which the Premises are located and all other
parts of the Building for which access is needed for proper installation of all such facilities and
equipment including, but not limited to, wiring. City shall have the right to enter the Premises
- and such other portions of the Buﬂdmg at reasonable times during the course of construction of
the Leasehold Improvements in order to install such facilities and equipment. City and Landlord
shall use their good faith efforts to coordinate any such activities to allow the Leasehold
Improvements and the installation of such facilities and equipment to be completed in a timely
and cost-effective manner.

6.3  Construction of Improvements that Disturb or Remove Exterior Paint

Landlord, on behalf of itself and its successors, assigns and agents, shall comply with all
requirements of the San Francisco Building Code Chapter 34 and all other applicable local, state,
and Federal laws, including but not limited to the California and United States Occupa’uonal and
Health Safety Acts and their implementing regulations, when the work of improvement or
alteration disturbs or removes exterior or interior lead-based or “presumed” lead-based paint (as
defined below). Landlord and its Agents shall give to City three (3) business days’ prior written
notice of any disturbance or femoval of exterior or interior lead-based or presumed lead-based
paint. Landlord acknowledges that the required notification to the Department of Building
Inspection regarding the disturbance or removal of exterior lead-based paint pursuant to
Chapter 34 of the San Francisco Building Code does not constitute notification to City as Tenant
under this Lease and similarly that notice under this Lease does not constitute notice under
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Chapter 34 of the San Francisco Building Code. Further, Landlord and its Agents, when
disturbing or.removing exterior or interior lead-based or presumed lead-based paint, shall not use
or cause to be used any of the following methods: (a) acetylene or propane burning and
torching; (b) scraping, sanding or grinding without containment barriers or a High Efficiency
Particulate Air filter (“HEPA”) local vacuum exhaust tool; (¢) hydroblasting or high-pressure
wash without containment barriers; (d) abrasive blasting or sandblasting without containment
barriers or a HEPA vacuum exhaust tool; and heat guns operating above 1,100 degrees .
Fahrenheit. Landlord covenants and agrees to comply with the requirements of Title 17 of the
California Code of Regulations when taking measures that are designed to reduce or eliminate
lead hazards. Under this Section, paint on the exterior or interior of buildings built before
January 1, 1979 is presumed to be lead-based paint unless a lead-based paint test, as defined by .
Chapter 34 of the San Francisco Building Code, demonstrates an absence of lead-based paint on
the interior or exterior surfaces of such buildings. Under this Section, lead-based paint is '
“disturbed or removed” if the work of improvement or alteration involves any action that creates
friction, pressure, heat or a chemical reaction upon any lead-based or presumed lead-based paint
on a surface so as to abrade, loosen, penetrate, cut through or eliminate paint from that surface.

6.4  Landlord’s Obligation to Construct Improvements During Extension
Term(s) '

At the start of each Extension Term, Landlord, through its general contractor shall
construct additional Leasehold Improvements, as requested in writing by City, up to an
Extension Leasehold Improvement Allowance calculated as follows:

The Extension Leasehold Improvement Allowance for each of the Extension Terms shall
be $6.50 per square foot of Rentable Area of the Premises, as adjusted below.

The Index which is published for the October 2017 (the "Base Index for Extension
Term") shall be compared with the Index published for the October most immediately preceding
the commencement date of the applicable Extended Term (the "Adjustment Index for Extension
Term"). As used herein the term “Index” shall mean the Consumer Price Index for All Urban
Consumers (San Francisco/Oakland/San Jose Area; all items; 1982-84 equals 100) which is
published by the United States Department of Labor, Bureau of Statistics.

If the Adjustment Index for the applicable Extension Term has increased over the Base
Index for that Extension Term, then the amount of the Extension Leasehold Improvement
Allowance shall be increased by a fraction, the numerator of which is the Adjustment Index and
the denominator of which is the Base Index.

If the Index is changed so that the base year differs from that used as of the date most

' immediately preceding the Base Index, the Index shall be converted in accordance with the
conversion factor published by the United States Department of Labor, Bureau of Labor

Statistics. If the Index is discontinued or revised during the Term, such other government index
or computation with which it is replaced shall be used in order to obtain substantially the same
result as would be obtained if the Index had not been discontinued or revised.

Upon receipt of City’s written desired improvements to be constructed from the
Leasehold Improvement Allowance, Landlord shall diligently pursue the construction of City’s
desired improvements, provided that Landlord’s obligation to pay for such improvements shall
not to exceed the Extension Leasehold Improvement Allowance (unless City agrees in writing to
pay the amounts above the Extension Leasehold Improvement Allowance as provided below.
Landlord, prior to commencing such improvements, shall submit to City a written good faith
estimate setting forth the anticipated cost of the desired improvements including -but not limited
to labor and materials, contractor's, permit fees and all soft costs. Within ten (10) business days
thereafter, City shall either notify Landlord in writing of its approval of the cost estimate and
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improvements, or specify any objections or desired changes to the proposed improvements. If
City notifies Landlord of such objections and desired changes, City shall work with Landlord to
reach a mutually acceptable alternative cost estimate. Following approval of the cost estimate
and the proposed improvements, Landlord shall enter into a contract for the work with a
guaranteed maximum price that does not exceed the maximum cost approved by the City. If the
Landlord is not able to enter into such contract, the parties shall meet and confer to reduce the
scope of work so that the guaranteed maximum price does not exceed the cost amount approved
by the City. If guaranteed maximum price approved by the City exceeds the Extension
Leasehold Improvement Allowance (such amounts exceeding the Extension Leasehold
Improvement Allowance being herein referred to as the "Excess Costs™), then City shall pay to
Landlord such Excess Costs, within thirty (30) days following Landlord’s proper invoicing and
completion of the work, whichever occurs later. The amounts payable by City for Excess Costs
constitute Additional Charges payable pursuant to the Lease.

At City’s option, and upon prior written notice to Landlord delivered no later than the
first anniversary of the commencement date for the applicable Extended Term (the “Outside
Request Date”), City may use all or a part of the then unused Extension Leasehold Improvement
Allowance to abate rent. Landlord, thirty (30) days prior to the Outside Request Date, shall send
City a written notice detailing the amount of the unused Extension Leasehold Improvement
Allowance remaining, if any. If City does not thereafter submit a request for application of the
entire remaining Extension Leasehold Improvement Allowance to Landlord for desired
improvements or abatement of rent by the applicable Outside Request Date, then any unused
amount shall accrue to the sole benefit of Landlord and City shall not thereafter be entitled to any
credit, abatement or other concession based on the unused Extension Leasehold Improvement
Allowance, -

7. ALTERATIONS
7.1  Alterations by City

City shall not make or permit any alterations, installations, additions or improvements
(collectively, "Alterations") to the Premises without first obtaining Landlord’s written consent,
which Landlord shall not unreasonably withhold or delay. However, the installation of
furnishings, fixtures, equipment or decorative improvements, none of which affect the Building
Systems or structural integrity of the Building, and the repainting and recarpeting of the Premises
shall not constitute Alterations requiring Landlord’s consent, but shall require adequate prior
written notice to Landlord for Landlord to record and post a notice of nonresponsibility. Any
Alterations permitted hereunder shall be made at City’s cost in compliance with applicable Laws
(as defined below). Landlord shall, without cost to itself, cooperate with City in securing
building and other permits and authorizations needed in connection with any permitted
Alterations. Landlord shall not be entitled to any construction or other administrative fee in =~
connection with any Alteration. City shall not be required to remove any Alterations upon the
expiration or sooner termination of this Lease unless Landlord notifies City in writing at the time
Landlord approves such Alterations that they must be removed at the Expiration Date. The
interior concrete walls shall at no time during the term be painted, coated or in any many colored
as part of any Alterations.

7.2  Title to Improveménts
: Except for City’s Personal Property (as defined in the next Section) all appurtenances,
- fixtures, improvements, equipment, additions and other property permanently installed in the

Premises as of the Commencement Date or during the Term shall be and remain Landlord’s
property. City may not remove such property unless Landlord consents thereto.
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7.3  City’s Personal Property

All furniture, furnishings, equipment, trade fixtures and articles of movable personal
property installed in the Premises by or for the account of City and that can be removed without
structural damage to the Premises (collectively, "City’s Personal Property™) shall be and remain
City’s property. At any time during the Term or at the expiration thereof, City may remove any
of City’s Personal Property, provided City shall repair any damage to the Premises resulting
therefrom. Upon the expiration or earlier termination of this Lease, City shall remove City’s
Personal Property from the Premises in accordance with Section 20 (Surrender of Premises),
below. Landlord acknowledges that some of City’s Personal Property may be financed by an
equipment lease financing otherwise subjected to a security interest, or owned by an equipment
company and leased to City. Landlord, upon City’s reasonable request, shall execute and deliver
any document required by any supplier, lessor, or lender in connection with the installation in the
Premises of any items of City’s Personal Property, pursuant to which Landlord waives any rights
it may have or acquire with respect to City’s Personal Property, so long as the supplier,
equipment lessor or lender agrees that it (i) will remove the Property from the Premises within
thirty (30) days after the Expiration Date (but if it does not remove City’s Personal Property
within such time it shall have waived any rights it may have had to City’s Personal Property),
and (ii) will repair any damage caused by the removal of City’s Personal Property. Landlord
shall recognize the rights of any supplier, lessor or lender who has an interest in any items of
City’s Personal Property to enter the Premises and remove such property at any time during the
Term. :

7.4  Alteration by Landlord

Landlord shall use commercially reasonable to minimize interference with or disruption
to City’s use and occupancy of the Premises during any alterations, installations, additions or
improvements to the Building. Landlord shall promptly remedy any such interference or
disruption upon receiving City’s notice thereof.

8. REPAIRS AND MAINTENANCE
8.1 Landlord’s Repairs

Landlord shall repair and maintain, at its sole cost, not as an Operating Expense or
subject to City reimbursement, and in first-class condition, the structural portions of the
Building, including, without limitation, the foundation, bearing and exterior walls, plumbing,
gas and electrical stubs to appropriate distribution panels within the Building and subflooring.

Landlord shall repair and maintain, subject to City reimbursement of Landlord’s actual
and reasonable costs as an Operating Cost, in first-class condition, the heating, ventilating, air
conditioning, interior plumbing, electrical, fire protection, life safety, security and other
mechanical, electrical systems of the Building (collectively, the "Building Systems") and the
Common Areas. Any roof repair or replacement, exterior repainting of the Building and graffiti
removal shall be Operating Costs, provided, however, Landlord shall have no obligation to
repaint the exterior of the Building unless Landlord reasonable determines such repainting is
necessary. Without limiting the foregoing, as part of Operating Costs, Landlord shall maintain
the Building in a clean, safe and attractive manner, shall provide immediate exterior graffiti
removal upon notice -from City.

8.2 City’s Rep:iifs
Subject to Landlord’s warranty under Section 10.1 (Premises Condition), any

construction warranties or guaranties received in connection with Landlord’s completion of the
Leasehold Improvements, and Landlord’s repair and maintenance obligations hereunder, City
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shall repair and maintain at its cost the interior portions of the Premises and any communications
systems and shall keep the Premises in good working order and in a safe and sanitary condition,
except for ordinary wear and tear and damage by casualty. City shall make any such required
repairs and replacements that Landlord specifies in writing (i) at City’s cost, (ii) by contractors or
_ mechanics selected by City and reasonably approved by Landlord, (iii) so that same shall be at
least substantially equal in quality, value and utility to the original work or installation prior to
damage thereof, (iv) in a manner and using equipment and materials that will not materially
interfere with or impair the operations, use or occupation of the Building or the Building
Systems, and (v) in compliance with all applicable Laws, including, without limitation, any
applicable contracting requirements under City’s Charter and Administrative Code. At all times
during the Term of this Lease, Landlord shall, upon reasonable notice by City, afford City andits
Agents with access to those portions of the Buﬂdmg which are necessary to maintain or repair
the telecommunications and data and computer cabling facilities and equipment installed by

C1ty
8.3 Liens

City shall keep the Premises free from liens arising out of any work performed, material
furnished or obligations incurred by City during the Term. Landlord shall have the right to post
on the Premises any notices permitted or required by law or that are needed for the protection of
Landlord, the Premises, or the Building, from mechanics’ and material suppliers’ liens. City
shall give Landlord at least ten (10) days’ prior written notice of commencement of any repair or
construction by City on the Premises.

9. UTILITIES AND SERVICES.
9.1 Landlord’s Provision of All Utiiities to the Building

Landlord shall furnish utilities and services stubbed into the Building in amounts required
~for City’s comfortable use and occupancy of the Building including but not limited to
(a) electric current in amounts required for normal lighting and for the operation of personal
computers and other normal office machines and equipment, on a twenty-four (24) hours-a-day,
three hundred sixty-five (365) days-a-year basis ("Daily Basis"); (b) elevator service on a Daily-
Basis; (c) water for lavatory, kitchen and drinking purposes on a Daily Basis and (d) all fire &
life safety connections on a Daily Basis. Without limiting Landlord’s obligations hereunder,
Landlord shall furnish all utilities and services required under this Lease in a manner consistent
with such utilities and services normally provided in other first class buildings similar to the
Building in the San Francisco Civic Center and SOMA Districts.

- 9.2 Payment for Utilities’

City, at City’s sole cost, shall pay directly to the appropriate utility provider the cost of
electric power, telephone, data, internet, and cabling (if any) for the Building Systems, the
Building and the Premises. At City’s option, City may require Landlord to include natural gas, if
required, water, and sewer as Operating Costs or may contract for such services directly.

9.3 Janitorial, Refuse Removal, Security, Elevator Maintenance, HYAC
Maintenance, Pest Control Services

At City’s option, City may contract for janitorial, refuse removal, security,
elevator maintenance, HVAC maintenance, and pest control services directly or may request that
Landlord, perform such lease-related services and include the actual cost of such services as an
Operatlng Cost, as requested by City in writing and approved by the Director of Property. City
shall reimburse Landlord for such expenses as they are incurred, at rates agreed-upon in advance
until such time as such services can be added to and paid as a monthly Operating Cost.
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9.4 Additional Services

City reserves the right to request that Landlord, at City's cost, perform lease-
related services or incur additional expenses not covered under this Lease that City may require
from time to time, as reasonably requested by City in writing and approved by the Director of
Property. City shall reimburse Landlord for such expenses as they are incurred, at rates agreed-
upon in advance.

9.5 Disruption in Essential Utilities

In the event of any failure, stoppage or interruption of any utilities to be furnished by
Landlord hereunder, Landlord shall immediately notify City of such failure, stoppage or
interruption, diligently attempt to restore service as prompitly as possible and shall keep City
apprised of its efforts. In the event Landlord is unable to supply any of the Building’s sanitary,
electrical, gas and water (collectively, "Essential Services") and such inability of Landlord
impairs City’s ability to carry on its business in the Premises for a period of one (1) or more
business days if such failure is in the reasonable control of Landlord or a period of five (5) or
more consecutive business days if such failure is not within the reasonable control of Landlord,
then the Rent shall be abated based on the extent such inability of Landlord impairs City’s ability
to carry on its business in the Premises, or, alternatively at City’s election, City shall have the
option to provide such services and offset the reasonable cost thereof against the Rent next due
under this Lease. Such abatement, or right to provide the services and offset against Rent, shall
continue until the Essential Services have been restored so that the lack of any remaining
services no longer materially impairs City’s ability to carry on its business in the Premises.
Landlord shall use its best efforts to restore disrupted Essential Services as soon as possible.
However, if such failure to provide any Essential Services continues for any reason for thirty
(30) days and such failure materially interferes with City’s ability to carry on its business in the
Premises, then City may, as its sole legal and equitable remedy under this Lease, terminate this
Lease upon written notice to Landlord, unless Landlord supplies City with evidence reasonably
satisfactory to City that the Essential Services will be restored within sixty (60) days of the date
City’s use was interrupted, and the Essential Services are actually restored within-such 60-day-
period. City shall not be entitled to any abatement of Rent or right to terminate if Landlord’s
inability to supply Essential Services to City is due solely to the acts, omissions or negligence of
City and/or its Agents. : :

10. COMPLIANCE WITH LAWS; PREMISES CONDITION
10.1. Premises Condition and Landlord’s Compliance with Laws; Indemnity

Landlord represents and warrants to City, and covenants with City, as follows to the best
of Landlord’s knowledge that following Substantial Completion of the Leasehold Improvements:
(a) the physical structure, fixtures and permanent improvements of the Premises (including,
without limitation, the Leasehold Improvements) and all portions of the Property and the
Building along the path of travel to the Premises (including, but not limited to, the Building
entrances, Common Areas, restrooms, elevators, lobbies, and drinking fountains are now, and as
of the Commencement Date will be, in compliance with the requirements of the Americans With .
Disabilities Act of 1990 and Title 24 of the California Code of Regulations and all other

- applicable federal, state, local and administrative laws, rules, regulations, orders and
requirements intended to provide equal accessibility for persons with disabilities (collectively,
"Disabilities Laws"); (b) the Building is not an unreinforced masonry building, and is now, and
as of the Commencement Date will be, in compliance with all applicable federal, state, local and
administrative laws, rules, regulations, orders and requirements relating to seismic safety
(collectively, "Seismic Safety Laws"); (c) the Building, the Common Areas and Building
Systems serving the Premises are now, and as of the Commencement Date will be, in full
compliance with all applicable federal, state, local and administrative laws, rules, regulations,”
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orders and requirements relating to fire and life safety (including, without limitation, the

San Francisco High-Rise Sprinkler Ordinance) (collectively, "Life Safety Laws™"); (d) the
Building, the Common Areas and Building Systems serving the Premises are now, and as of the
date of Substantial Completion of the Leasehold Improvements will be, in compliance with all
other applicable federal, state, local and administrative laws, rules, regulations, orders and
requirements; and (e) there are not now, and as of the date of Substantial Completion of the
Leasehold Improvements will not be, any material physical or mechanical defects in the
Premises, Building or the Building Systems that would materially adversely affect City’s
intended use of the Premises. As part of Operating Costs, Landlord shall at all times during the
Term maintain the Property, Building, Common Areas and the Building Systems serving the
Premises in compliance with applicable present or future federal, state, local and administrative
laws, rules, regulations, orders and requirements (collectively, "Laws"), including, without
limitation, Disabilities Laws, Seismic Safety Laws, and Life Safety Laws. Without limiting
Section 16.2 (Landlord’s Indemnity), Landlord shall Indemnify City against any and all Claims
arising out of any failure of the Property, Building, Common Areas, Building Systems, or any
portion thereof, to comply with applicable Laws, provided City has given Landlord notice of any"
violation of applicable Laws of which the City, as the tenant, is or should be aware, as provided
in this Section or any misrepresentation by Landlord under this Section.

102 City’s Compliance with Laws; Indemnity

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

10.3 City’s Compliance with Insurance Requirements

City shall not conduct any use in or about the Premises that would: (a) invalidate or be in
conflict with any fire or other casualty insurance policies covering the Building or any property
located therein, (b) result in a refusal by fire insurance companies of good standing to insure the
Building or any such property in amounts reasonably satisfactory to Landlord or the holder of
any mortgage or deed of trust encumbering the Building, (c) cause an increase in the fire
insurance premium for the Building unless City agrees to pay such increase, or (d) subject
Landlord to any liability or responsibility for injury to any person or property by reason solely of
any business operation being conducted by City in the Premises; provided, however, Landlord
shall provide City with reasonable prior written notice of any applicable insurance requirements
and no such insurance requirements shall materially and adversely interfere with City’s normal
business in the Premises.

11. SUBORDINATION

(a) Without the necessity of any additional document being executed by City for
the purpose of effecting a subordination, and subject to subsection (b) below, this Lease shall be
subject and subordinate at all times to the following (each an "Encumbrance"): (a) any
reciprocal easement agreements, ground leases or other underlying leases that may hereafter be
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executed affecting Landlord’s interest in the Property, or any portion thereof, and (b) the lien of
any mortgages or deeds of trust and renewals, modifications, consolidations, replacements and
extensions of any of the foregoing that may hereafter be executed by Landlord in any amount for
which any part of the Property, any ground lease or underlying lease, or Landlord’s interest or
estate therein is subject. Notwithstanding the foregoing, if the ground lessor, mortgagee, trustee,
or holder of any such mortgage or deed of trust elects to have City's interest in this Lease be
superior to any such instrument, then upon notice thereof to City, this Lease shall be deemed
superior, whether this Lease was executed before or after the date of said instrument or the
recording thereof. At City’s request, the holder of the Encumbrance shall enter into a
subordination and nondisturbance agreement with City substantially in the form attached as
Exhibit G and otherwise on terms reasonably acceptable to City evidencing such subordination
or superiority of this Lease. . :

(b) In the event any mortgage or deed of trust to which this Lease is subordinate
is foreclosed or a deed in lieu of foreclosure is given to the mortgagee or beneficiary, or in the
event any ground lease or underlying lease to which this Legase is subordinate is terminated, this’
Lease shall not be barred, terminated, cut off, or foreclosed nor shall the rights and possession of
City hereunder be disturbed if City shall not then be in default in the payment of rental or other
sums due hereunder or otherwise be in default under the terms of this Lease. City shall attorn to
and become the tenant of the successor-in-interest to Landlord, provided that City has received
proper written notice of such succession and the name and address of the successor landlord. -
City’s covenant under subsection (a) above to subordinate this Lease to any Encumbrance or
other hypothecation hereafter executed is conditioned upon each such senior instrument .
containing the commitments specified in this subsection (b). The provisions of this Section shall
be self-operative and no further instrument shall be required other than as provided in this
Section. City agrees, however, to execute upon request by Landlord and in a form reasonably
acceptable to City, any additional documents evidencing the priority or subordination of this
Lease with respect to any such Encumbrance as provided herein.

(¢) Lanndlord confirms that, as of the date of execution of this Lease, there will
be no existing loan encumbering the Property with a mortgage or deed of trust.

12. DAMAGE AND DESTRUCTION

If the Premises, the Building or any Building Systems are damaged by fire, explosion or
other casualty, Landlord shall repair the same without delay (and if Landlord is then carrying
insurance on the Leasehold Improvements or if City at its sole option makes funds available to
Landlord, Landlord shall also repair the Leasehold Improvements), provided that such repairs -
can be made under applicable laws within one hundred twenty (120) days after Landlord obtains
all necessary permits for such repairs but not later than two hundred seventy five (275) days after
the date of such damage (the "Repair Period"). In such event, this Lease shall remain in full
force and effect, except that City shall be entitled to an abatement of Rent while such repairs are
being made. Such abatement in Rent shall be based upon the extent to which such damage and
the making of such repairs interfere with City’s business in the Premises. Landlord’s repairs
shall not include, and the Rent shall not be abated as a result of, any damage by fire or other
cause to City’s Personal Property or any damage. caused by the negligence or willful misconduct
of City or its Agents.

Within twenty (20) days after the date of such damage, Landlord shall notify City
whether or not, in Landlord’s reasonable judgment made in good faith, such repairs can be made
within the Repair Period. If such repairs cannot be made within the Repair Period; then either
party hereto may, by written notice to the other given within thirty (30) days after the date of
such damage, terminate this Lease as of the date specified in such notice, which date shall be not
less than thirty (30) nor more than sixty (60) days after notice is given by Landlord. In case of
termination, the Rent shall be reduced by a proportionate amount based upon the extent to which
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such damage interferes with the conduct of City’s business in the Premises, and City shall pay
such reduced Rent up to the date of termination. Landlord shall refund to City any Rent
previously paid for any period of time subsequent to such date of termination.

Notwithstanding the foregoing, in the event the Premises are damaged or destroyed by
reason of flood or earthquake, and such damage or destruction is not fully covered by insurance
proceeds payable under the insurance policies Landlord is required to carry hereunder (excluding
any deductible, for which Tenant shall be responsible), Landlord may terminate this Lease by
written notice to City within thirty (30) days of the date Landlord receives written notice that
such damage is not covered by insurance. Such notice from Landlord shall include adequate
written evidence of the denial of insurance coverage. If Landlord does not elect to terminate this
Lease as provided above, this Lease shall remain in full force and effect, and Landlord shall
repair and restore the Premises as provided above.

If at any time during the last six (6) months of the Term of this Lease there is substantial
damage that Landlord would be required to repair hereunder, Landlord or City may, at the
respective option of each, terminate this Lease as of the date such damage occurred by giving
written notice to the other party of its election to do so within thirty (30) days after the date of
such damage; provided, however, Landlord may terminate this Lease only if it would take more
than thirty (30) days to repair such damage.

The parties intend that the provisions of this Section govern fully their rights and
obligations in the event of damage or destruction, and Landlord and City each hereby waives and
releases any right to terminate this Lease in whole or in part under Section 1932, subdivision 2,
Section 1933, subdivision 4, and Sections 1941 and 1942 of the Civil Code of California or
under any similar law, statute or ordinance now or hereafter in effect, to the extent such rights
are inconsistent with the provisions hereof.

13. EMINENT DOMAIN
13.1 Definitions

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

(b) "Date of Taking" means the earlier of (i) the date upon which title to the
portion of the Property taken passes to and vests in the condemnor or (ii) the date on which
Tenant is dispossessed.

(c) "Award" means all compensation, sums or anything of value paid, awarded or
received for a Taking, whether pursuant to judgment, agreement, settlement or otherwise.

13.2 General

If during the Term or during the period between the execution of this Lease and the
Commencement Date, there is any Taking of all or any part of the Premises or any interest in this
Lease, the rights and obligations of the parties hereunder shall be determined pursuant to this
Section. City and Landlord intend that the provisions hereof govern fully in the event of a
Taking and accordingly, the parties each hereby waive any right to terminate this Lease in whole
or in part under Sections 1265.110, 1265.120, 1265.130 and 1265.140 of the California Code of
Civil Procedure or under any similar law now or hereafter in effect.
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13.3  Total Taking; Automatic Termination

‘ If there is a total Taking of the Premises, then th’is Lease shall terminate as of the Date of
Taking.

13.4 Partial Taking; Election to Terminate

(a).If there is a Taking of any portion (but less than all) of the Premises, then this
Lease shall terminate in its entirety if all of the following exist: (i) the partial Taking, in City’s
reasonable judgment, renders the remaining portion of the Premises untenantable or unsuitable
for continued use by City for its intended purposes or otherwise materially adversely affects
City’s normal operations in the Premises, (ii) the condition rendering the Premises untenantable
or unsuitable either is not curable or is curable but Landlord is unwilling or unable to cure such
condition, and (iii) City elects to terminate. :

(b) In the case of a partial taking of a substantial portion of the Building, and if
subsection (a) above does not apply, City and Landlord shall each have the right to terminate this
Lease by written notice to the other within thirty (30) days after the Date of Taking, provided
that, as a condition to City’s right to terminate, the portion of the Building taken shall, in City’s
reasonable judgment, render the Premises unsuitable for continued use by City for its intended
purposes or otherwise materially adversely affect City’s normal operations in the Premises.

(c) Either party electing to terminate under the provisions of this Section 13.4
shall do so by giving written notice to the other party before or within thirty (30) days after the
Date of Taking, and thereafter this Lease shall terminate upon the later of the thirtieth (30" day
after such written notice is given or the Date of Taking.

13.5 Termination of Lease; Rent and Award

Upon termination of this Lease in its entirety pursuant to Section 13.3, or pursuant to an
election under Section 13.4 above, then: (a) City’s obligation to pay Rent shall continue up until
the date of termination and thereafter shall cease, (b) Landlord shall be entitled to the entire
Award in connection therewith, and (c) City shall receive any Award that does not otherwise
reduce the Award to Landlord and/or Landlord’s lender (if there is a lender at the time of the
Award) made specifically for City’s relocation expenses, damage to City’s Personal Property,
and the. interruption of or damage to City’s business.

13.6  Partial Taking; Continuation of Lease

If there is a partial Taking of the Premises under circumstances where this Lease is not
terminated in its entirety under Section 13.4 above, then this Lease shall terminate as to the
portion of the Premises so taken, but shall remain in full force and effect as to the portion not
taken, and the rights and obligations of the parties shall be as follows: (a) Rent shall be reduced
by an amount that is in the same ratio to the Rent as the area of the Premises taken bears to the
area of the Premises prior to the Date of Taking, and (b) Landlord shall be entitled to the entire
Award in connection therewith, provided that City shall receive any Award made specifically for
City’s relocation expenses or the interruption of or damage to City’s business or damage to
City’s Personal Property.

13.7 Temporary Taking
Notwithstanding anything to contrary in this Section, if a Taking occurs with respect to
the Premises for a limited period of time not in excess of sixty (60) consecutive days, this Lease

shall remain unaffected thereby, and City shall continue to pay Rent and to perform all of the
terms, conditions and covenants of this Lease. In the event of such temporary Taking, City shall
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be entitled to receive that portion of any Award representing compensation for the use or
occupancy of the Premises durmg the Term up to the total Rent owing by City for the period of
the Taking.

14. ASSIGNMENT AND SUBLETTING

Except as provided in this Section below, City shall not directly or indirectly sell, assign,
encumber, pledge or otherwise transfer or hypothecate all or any part of its interest in or rights
with respect to the Premises or its leasehold estate hereunder or permit all or any portion of the
Premises to be occupied by anyone other than itself or sublet all or any portion of the Premises,
without Landlord’s prior written consent in each instance, which shall not be unreasonably
withheld or delayed.

In the event that City sublets, assigns or transfers this Lease to a third party, City shall
pay to Landlord as additional rent an amount equal to fifty percent (50%) of any Increased Rent
(as defined below) when and as such Increased Rent is received by City, after City has first
recovered the following costs of entering into each particular sublease or assignment (with no
requirement to amortize such costs): (i) the cost of tenant improvements made in connection with
the particular transaction and any tenant improvement allowance paid by City in connection with
the particular transaction, (ii) brokerage commissions, if any, (iii) advertising costs, and
(iv) attorneys' fees (including the fees of deputy City attorneys calculated at the then applicable
rate charged to City departments for such legal services. Asused in this Section, “Increased
Rent” shall mean the excess of (i) all rent and other consideration which City is entitled to
receive by reason of any sublease, assignment or other transfer of this Lease, over (ii) the rent
and expenses otherwise payable by City under this Lease at such time. Any assignment, sublet
or other transfer by City of this Lease, shall be conditioned upon City remaining primiarly liable
to Landlord for all of the obligations of Tenant under the Lease.

The above notwithstanding, City shall have the right, upon notice to but without the
consent of Landlord, to use and occupy any or all the Premises to any department, commission or
agency, nonprofit, vendor or service provider of the of the City and County of San Francisco for
uses permitted under this Lease and such use of any or all of the Premises shall not, in  any way,
be considered a sublet, assignment or transfer.

15. DEFAULT; REMEDIES
15.1 Events of Default by City »
Any of the following shall constitute an event of default by City hereunder:

(a) City’s failure to make any timely payment of Rent and to cure such
nonpayment within five (5) business days after receipt of written notice thereof from Landlord,
provided that for the first two (2) monthly payments of Rent at the beginning of the Term and for
the first monthly payment of Rent after the beginning of each new fiscal year for City or any
Adjustment Date, City shall have twenty (20) days to cure any such nonpayment after written
notice thereof from Landlord;

) (b) City’s abandons the Premises (within the meaning of California Civil Code
Section 1951.3); or

(¢) City’s failure to perform any other covenant or obligation of City hereunder
(not involving the payment of money) and to cure such non-performance within thirty (30) days
of the date of receipt of notice thereof from Landlord, provided that if more than thirty (30) days
are reasonably required for such cure, no event of default shall oceur if City commences such
cure within such period and dlhgently prosecutes such cure to completion.
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15.2 Landlord’s Remedies

Updn the occurrence of any event of default by City that is not cured within the
applicable grace period as provided above, Landlord shall have all rights and remedies available
pursuant to law or granted hereunder, including the following:

(a) The rights and remedies provided by California Civil Code Section 1951.2
(damages on termination for breach), including, but not limited to, the right to terminate City’s
right to possession of the Premises and to recover the worth at the time of award of the amount
by which the unpaid Rent for the balance of the Term after the time of award exceeds the amount
of rental loss for the same period that City proves could be reasonably avoided, as computed
pursuant to subsection (b) of such Section 1951.2.

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

(¢) No right or remedy herein conferred upon or reserved to Landlord is intended
to be exclusive of any other right or remedy, and each and every right and remedy shall be
cumulative and in addition to any other right or remedy given hereunder or now or hereafter
existing by agreement, applicable law or m equity. In addition to other remedies provided in this
Lease, Landlord shall be entitled all California statutory rights available to landlords, including,
without limitation, those related to forcible detainer and unlawful detainer, and, to the extent
permitted by applicable law, to injunctive relief, or to a decree compelling performance of any of

"the covenants, agreements, conditions or provisions of this Lease, or to any other remedy

allowed to Landlord at law or in equity. Forbearance by Landlord to enforce one or more of the
" remedies herein provided upon an event of default shall not be deemed or construed to constitute
a waiver of such default.

15.3 Landlord’s Default

If Landlord fails to perform any of its obligations under this Lease, then (without limiting

~ any of City’s other cure rights under this Lease) City may, at its sole option, cure such default at
Landlord’s expense if such default continues after thirty (30) days from the date City gives

notice to Landlord of City’s intention to perform such cure. However, in the case of a default
which for causes beyond Landlord’s control (excluding any financial inability to perform) cannot
with due diligence be cured within such thirty (30)-day period, such thirty (30)-day period shall
be extended if Landlord, promptly upon receipt of City’s notice, advises City of Landlord’s
intention to take all steps required to cure such default, and Landlord promptly commences such
cure and diligently prosecutes the same to completion. Subject to the other provisions of this
Lease relating to abatement of Rent, if Landlord fails to cure any default within the cure period
provided above, then, whether or not City elects to cure Landlord’s default as provided herein,
the Base Rent and any other charges hereunder shall be abated based on the extent to which such
. default interferes with City’s ability to carry on its business at the Premises. Notwithstanding the
foregoing, if any such default by Landlord continues for ninety (90) days and materially impairs
City’s ability to carry on its business in the Premises, then City shall have the right, as City’s sole
legal or equitable remedy, to terminate this Lease upon written notice to Landlord within thirty
" (30) days after the expiration of such ninety (90)-day period. City’s rights hereunder and under
Section 3.3 (Delay in Delivery of Possession), Section 5.3 (Interference with Access), and
Section 9.4 (Disruption in Essential Services), shall not limit in any way any of its other rights
and remedies hereunder or at law or in equity to the extent allowed under Sections 3.3, 5.3 and
9.4. ~

2 8 T\Work\CDunn\71\7164 ASSR 170 9th St\Legislation\170 9th St Lease for BOS file.docx




~ 16. INDEMNITIES
16.1 Clty’s Indemnity

City shall indemnify, defend and hold harmless ("Indemmfy") Landlord and its Agents
from and against any and all claims, costs and expenses, including, without limitation,
reasonable attorneys’ fees (collectively, "Claims"), incurred as a result of (a) City’s use of the
Premises, including without limitation, the roof, (b) any default by City in the performance of
any of its material obligations under this Lease, or (¢) any negligent acts or omissions of City or
its Agents in, on or about the Premises or the Property; provided, however, City shall not be
obligated to Indemnify Landlord or its Agents to the extent any Claim arises out of the
negligence or willful misconduct of Landlord or its Agents. In any action or proceeding brought
against Landlord or its Agents by reason of any Claim Indemnified by City hereunder, City may,
at its sole option, elect to defend such Claim by attorneys in City’s Office of the City Attorney,
by other attorneys selected by City, or both. City shall have the right to control the defense and
to determine the settlement or compromise of any action or proceeding, provided that Landlord
shall have the right, but not the obligation, to participate in the defense of any such Claim at its
sole cost. City’s obligations under this Section shall survive the termination of the Lease.

16.2 Landlord’s Indemnity

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

17. INSURANCE
17.1  City’s Self-Insurance

Landlord acknowledges that City maintains a program of self-insurance and agrees that
City shall not be required to carry any insurance with respect to this Lease. City assumes the risk
of damage to any of City’s Personal Property, the Leasehold Improvements and any Alteration,
except for damage caused by gross negligence or willful misconduct of Landlord or its Agents.

- 17.2 Landlord’s Insurance

At all times during the Term, Landlord shall keep the Building (excluding the land upon
which it is located) insured against damage and destruction by fire, vandalism, malicious
mischief, sprinkler damage and other perils customarily covered under a cause of loss-special
form property insurance policy in an amount equal to one hundred percent (100%) of the full
insurance replacement value (replacement cost new, including, debris removal and demolition)
thereof. Landlord shall, upon request by City, provide to City a certificate of insurance issued by
the insurance carrier, evidencing the insurance required above. The certificate shall expressly
provide that the pohcy is not cancelable or subject to, reduction of coverage or otherwise subject
to modification except after thirty (30) days prior written notice to City. Landlord hereby waives
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any rights against City for loss or damage to the Premises or any other part of the Property, to the
extent covered by Landlord’s property insurance.

In addition, Landlord, at no cost to City, shall procure and keep in effect at all times
during the Term insurance as follows: (a) Commercial general liability insurance with limits not
less than One Million Dollars ($1,000,000) each occurrence combined single limit for bodily
injury and property damage, including contractual liability, independent contractors, broad-form
property damage, fire damage legal liability (of not less than Fifty Thousand Dollars ($50,000)),
personal injury, products and completed operations; and (b) and only if Landlord has employees,
Worker’s Compensation Insurance with Employer’s Liability Limits not less than One Million
Dollars ($1,000,000) each accident. All insurance policies required to be maintained by
Landlord hereunder shall be endorsed to provide for thirty (30) days' prior written notice of
cancellation for any reason, intended non-renewal, or reduction in coverage to Landlord.

17.3 Waiver of Subrogation

Landlord and city hereby waive and release, and shall cause their respective insurance
carriers (or self insurance by City) to waive and release, any and all rights of recovery, claims,
actions or causes of action against the other for any loss or damage with respect to City’s
peronsal property, City’s Alterations, the Leasehold Improvements, the Building, the Premises,
or any contents thereof, including rights, claimis, actions and causes of action based on
negligence, which loss or damage is (or would have been, had the insurance required by this
Lease been carried) covered by insurance. The parties agree that the foregoing waiver shall be
binding upon their respective property and business income insurance carriers, and (except for
any insurance policy that provides that the insured thereunder may effectively waive subrogation
without further action on the part of the insured) each party shall obtain endorsements or take
such other action as may be required to effect such insurer’s waiver of subrogation under each
such policy. ’

18. ACCESS BY LANDLORD

Landlord reserves for itself and any designated Agent the right to enter the Premises at all
reasonable times and, except in cases of emergency (in which event Landlord shall give any
reasonable notice), after giving City at least twenty four (24) hours’ advance written or oral
notice, for the purpose of (a) inspecting the Premises, (b) supplying any service to be provided
by Landlord hereunder, () showing the Premises to any prospective purchasers, mortgagees or,
during the last six (6) moriths of the Term of this Lease, tenants, (d) posting notices of
non-responsibility, and (e) altering, improving or repairing the Premises and ‘any portion of the
Building, and Landlord may for that purpose erect, use and maintain necessary structures in and
through the Premises where reasonably required by the character of the work to be performed,
provided that the entrance to the Premises shall not be blocked thereby, and further provided that
City’s use shall not be unreasonably interfered with.

19. ESTOPPEL CERTIFICATES

Either party, from time to time during the Term upon not less than ten (10) days’ prior
written notice from the other party, may reasonably request the other party to execute,
acknowledge and deliver to such persons or entities designated by such other party a certificate
stating: (a) the Commencement Date and Expiration Date of this Lease, (b) that this Lease is
unmodified and in full force and effect (or, if there have been modifications, this the Lease is in
full force and effect as modified and stating the modifications), (¢) that there are no defaults
under this Lease (or if so, specifying the same), and (d) the date to which Rent has been paid. -
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20. SURRENDER OF PREMISES

Upon the expiration or sooner termination of this Lease, City shall surrender the Premises
to Landlord in good order and condition, reasonable use and wear and damage by fire or other
casualty excepted. Prior to the Expiration Date, City shall remove from the Premises all of
City’s Personal Property and any Alterations City desires or is required to remove from the
Premises pursuant to the provisions of Section 7.1 (Alterations by City), above. City shall repair
or pay the cost of repairing any damage to the Premises or the Building resulting from such
removal. Notwithstanding anything to the contrary in this Lease, City shall not be required to
demolish or remove from the Premises any of the Leasehold Improvements. City’s obligations
under this Section shall survive the expiration or earlier termination of this Lease.

21. HAZARDOUS MATERIALS
21.1 Definitions
As used in this Lease, the following terms shall have the meanings hereinafter set forth:

(a) "Environmental Laws" shall mean any federal, state, local or administrative
law, rule, regulation, order or requirement relating to industrial hygiene, environmental
conditions or Hazardous Material, whether now in effect or hereafter adopted.

(b) "Hazardous Material" shall mean any material that, because of its quantity,
concentration or physical or chemical characteristics, is deemed by any federal, state or local
governmental authority to pose a present or potential hazard to human health or safety or to the
environment. Hazardous Material includes, without limitation, any material or substance defined
as a "hazardous substance," or "pollutant” or "contaminant" pursuant to the Comprehensive
Environmental Response, Compensation and Liability Act of 1980 ("CERCLA", also commonly
known as the "Superfund" law), as amended (42 U.S.C. Section 9601 et seq.), or pursuant to
Section 25316 of the California Health & Safety Code; any "hazardous waste" listed pursuant to
Section 25140 of the California Health & Safety Code; any asbestos and asbestos containing
materials whether or not such materials are part of the structure of the Building or are naturally
oceurring substances on or about the Property; and petroleum, including crude oil or any fraction
thereof, natural gas or natural gas liquids.

(c) "Release" when used with respect to Hazardous Material shall include any
actual or imminent spilling, leaking, pumping, pourmg, emitting, emptying, dlschargmg,
injecting, escaping, leaching, dumping, or disposing into or inside the Building, or in, on, under
or about the Property.

21.2 Landlord’s Representations and Covenants

Landlord represents and warrants to City that, to Landlord’s actual knowledge the
following statements are true and correct and will be true and correct as of the Commencement
Date: (a) the Property is not in violation of any Environmental Laws; (b) the Property is not
now, nor has it been, used for the manufacture, use, storage, discharge, deposit, transportation or
disposal of any Hazardous Material, except for the use of such substances in such limited
quantities as are customarily used in offices, which limited use has been and is in compliance
with Environmental Laws; (¢) the Property does not consist of any landfill or contain any
underground storage tanks; (d) the Building does not consist of any asbestos-containing
materials or building materials that contain any other Hazardous Material, nor do the Premises or
the common areas of the Building contain any lead-based paints, though Landlord hereby
discloses that undercoats of paint on the exterior of the Building may consist of lead-based
paints; (e) there has not been and is currently no Release of any Hazardous Material in the
Building or in, on, under or about the Property; and (f) the Property is not subject to any claim by
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any governmental regulatory agency or third party related to the Release of any Hazardous
Material, and there is no inquiry by any governmental agency (including, without limitation, the
California Department of Toxic Substances Control or the Regional Water Quality Control
Board) with respect to the presence of Hazardous Material in the Building or in, on, under or
about the Property, or the migration of Hazardous Material from or to other real property.
Subject to City’s obligations under this Section below, Landlord shall maintain the Property
throughout the Term in compliance with all Environmental Laws that could affect the health

‘safety and welfare of City’s employees or Clty s use, occupancy or enjoyment of the Premises
for their intended purposes.

21.3  Landlord’s Environmental Indemnity

Without limiting Landlord’s Indemnity in Section 16.2 (Landlord’s Indemnity), above,
Landlord shall Indemnify City and its Agents against any and all Claims related to remediation
of the violation of Environmental Laws arising during or after the Term of this Lease (a) as a
result of any breach of any of Landlord’s representations, warranties or covenants in the
preceding Section, or (b) in connection with any presence or Release of Hazardous Material in
the Building or on, under or about the Property, unless City or its Agents caused such Release.

21.4 City’s Covenants

Neither City nor its Agents shall cause any Hazardous Material to be brought upon, kept,
used, stored, generated or disposed of in, on or about the Premises or the Property, or transported
to or from the Premises or the Property, in violation of any Environmental Laws, provided that
City may use such substances in such limited amounts as are customarily used in offices so long
as such use is in compliance with all applicable Environmental Laws.

21.5  City’s Environmental Indemnity

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

22. SPECIAL PROVISIONS
22.1 First Offer to Purchase

In the event Landlord decides to sell the Property during the Term of the Lease to a third
party (and not to any member of Landlord’s family by blood or marriage), Landlord shall first
offer the Property to City at the purchase price that the Property will be offered to the real estate
market. Such purchase price shall be contained in a written notice (“Sale Notification) from
Landlord to City and shall be subject to adjustment as provided below. City shall have thirty
(30) days from the Sale Notification date to submit (i) an acceptance of the purchase at the price
contained in the notice or (ii) a counter offer at a lesser price and/or otherwise upon the other
business terms contained therein which Landlord has agreed to within such thirty (30) days.

City’s offer to purchase shall be subject to the approval of City’s Board of Supervisors
and Mayor in compliance with all Laws within sixty (60) days of execution of a Purchasé and
Sale Agreement, incorporating the terms herein and other reasonable and customary terms and,
at City’s option, City’s successful issuance of a debt type instrument to fund the purchase.
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Within (3) days of an agreement on the purchase price, Landlord shall deliver copies of
all reports, appraisals and other documents in Landlord’s possession regarding the Property, not
previously delivered to City. Landlord shall cooperate with City in its due diligence
~ investigation.

If requested by Landlord, City, at no additional cost or liability to City, shall cooperate
with Landlord in effectuating an IRS 1031 Exchange.

Close of escrow shall occur on or before thirty (30) days from the date of City’s notice of
the approval by City’s Board of Supervisors and Mayor of the purchase. At Landlord’s option,
Landlord shall have three (3) options to extend the closing date by up to one hundred eighty
(180) days (each). Landlord shall exercise each such option to extend the closing date by
providing City with thirty (30) days advance written notice. '

At closing, City shall pay for the cost of the premium of the extended coverage title
insurance policy, one half of the escrow fees, and one half of other typical closing expenses.
Landlord shall pay the transfer taxes, one half the escrow fees and one half the other typical
closing expenses such as notary fees and overnight express charges. Landlord shall deliver the
following (among other customary items) through a mutually agreeable escrow company:

)] a grant deed conveying ALTA insurable title in the Property subject only to
- taxes not yet due and payable, and other exceptions acceptable to City,

(i)  abill of sale for all personal property on the Property, and

(iii)  a written disclosure of all known facts (including any and all property
inspection reports) which would affect the marketability or City’s intended
use of the Property.

If City does not elect to pursue its right to purchase the Property at the purchase price set
forth in the Sale Notification or does not make any counter offer within the thirty (30) day
period, then City’s right of first offer shall terminate and Landlord shall be free to sell the
Property to any person whomever and upon any terms whatsoever without any obligation to

City.

If, however, City does not accept the purchase price set forth in the Sale Notification but
makes an all- cash- on — closing counter offer (the “City’s Counter Offer””) within the thirty (30)
day period that is not accepted by Landlord, then Landlord may sell the Property, free of any
claim of City, to any potential buyer who is willing to pay a gross purchase price (an amount
determined without regard to any brokerage commission liability, but reduced by any Landlord.
credits or other give backs to the potential buyer for such items as existing building conditions or
improvements, hereinafter to referred to as “Gross Purchase Price”) exceeding the amount of
'City’s Counter Offer.

In the event Landlord is unable to sell the Property for more than City’s Counter Offer,
and still wishes to sell Premises, Landlord shall give another Sale Notification if and when
Landlord intends to sell the Property at a later date, and the process described in this Section 22.1
for City’s right of first offer to purchase shall be repeated. :
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City’s right of first offer to purchase shall terminate and be of no further effect if a sale of
the Property to an arm’s length third party is consummated in accordance with the foregoing
provisions.

23. GENERAL PROVISIONS
23.1 Notices

Except as otherwise specifically provided in this Lease, any notice given under this Lease
shall be in writing and given by delivering the notice in person or by commercial courier, or by
~ sending it by first-class mail, certified mail, return receipt requested, or Express Mail, return
receipt requested, with postage prepaid, to: (a) City at Tenant’s address set forth in the Basic
Lease Information; or (b) Landlord at Landlord’s address set forth in the Basic Lease
Information; or (c) such other address as either Landlord or City may designate as its new
address for such purpose by notice given to the other in accordance with this Section. Any
notice hereunder shall be deemed to have been given and received two (2) days after the date
when it is mailed if sent by first-class, certified mail, one day after the date when it is mailed if
sent by Express Mail, or upon the date personal delivery is made. For convenience of the parties,
copies of notices may also be given by telefacsimile to the telefacsimile number set forth in the
Basic Lease Information or such other number as may be provided from time to time; however,
neither party may give official or binding notice by facsimile.

23.2  No Implied Waiver

No failure by either party to insist upon the strict performance of any obligation of the
other party under this Lease or to exercise any right, power or remedy consequent upon a breach
thereof shall constitute a waiver of any such breach or of such term, covenant or condition. No
acceptance of full or partial Rent by Landlord while City is in default hereunder shall constitute a
waiver of such default by Landlord. No express written waiver of any default or the
performance of any provision hereof shall affect any other default or performance, or cover any
other period of time, other than the default, performance or period of time specified in such
express waiver. One or more written waivers of a default or the performance of any provision
hereof shall not be deemed to be a waiver of a subsequent default or performance. The consent
of Landlord or City given in one instance under the terms of this Lease shall not relieve the other
party of any obligation to secure the consent to any other or future instance under the terms of
the Lease.

23.3 Amendments

Neither this Lease nor any terms or provisions hereof may be changed, waived,
discharged or terminated, except by a written instrument signed by the party against which the
enforcement of the change, waiver, discharge or termination is sought. No waiver of any breach
shall affect or alter this Lease, but each and every term, covenant and condition of this Lease
shall continue in full force and effect with respect to any other then-existing or subsequent
breach thereof. Whenever this Lease requires-or permits the giving by City of its consent or
approval, the Director of Property, or his or her designee, shall be authorized to provide such
approval, except as otherwise provided by applicable law, including the Charter of the City and .
County of San Francisco. Any amendments or modifications to this Lease, including, without
limitation, amendments to or modifications to the exhibits to this Lease, shall be subject to the
mutual written agreement of City and Landlord, and City's agreement may be made upon the
sole approval of the Director of Property, or his or her designee; provided, however, material
amendments or modifications to this Lease (a) changing the legal description of the Premises,

_(b) increasing the Term, (¢) increasing the Rent, (d) changing the general use of the Premises
from the use authorized under Section 5.1 of this Lease, and (e) any other amendment or
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modification which materially increases City’s liabilities or financial obligations under this
Lease shall additionally require the approval of City’s Board of Supervisors.

23.4  Authority

Landlord represents and warrants to City that the execution and delivery of this Lease by
Landlord has been duly authorized and does not violate any provision of any agreement, law or -
-regulation to which Landlord or the Property is subject.

23.5 Parties and Their Agents; Approvals

If applicable, the word "Landlord" as used in this Lease shall include the plural as well as
the singular. As used in this Lease, the term "Agents" when used with respect to either party
shall include the agents, employees, officers and contractors of such party, and the term
"Invitees" when used with respect to City shall include the clients, customers, invitees, guests,
licensees, assignees or subtenants of City. All approvals, consents or other determinations
permitted or required by City under this Lease, including but not limited to the exercise of any
option granted to City, shall be made by or through City’s Director of Property unless otherwise
provided in this Lease, subject to any applicable limitations in the City’s Charter.

23.6 Interpretation of Lease

The captions preceding the articles and sections of this Lease and in the table of contents
have been inserted for convenience of reference only and such captions shall in no way define or
limit the scope or intent of any provision of this Lease. This Lease has been negotiated at arm’s
length and between persons sophisticated and knowledgeable in the matters dealt with herein and
shall be interpreted to achieve the intent and purposes of the parties, without any presumption
against the party responsible for drafting any part of this Lease. Except as otherwise specifically
provided herein, wherever in this Lease Landlord or City is required or requested to give its
consent or approval to any matter or action by the other, such consent or approval shall not be
unreasonably withheld or delayed and the reasons for disapproval of consent shall be stated in
reasonable detail in writing. Provisions in this Lease relating to number of days shall be calendar
days, unless otherwise specified, provided that if the last day of any period to give notice, reply
" to a notice or to undertake any other action occurs on a Saturday, Sunday or a bank or City
holiday, then the last day for undertaking the action or giving or replying to the notice shall be
the next succeeding business day. Use of the word "including" or similar words shall not be
construed to limit any general term, statement or other matter in this Lease, whether or not
language of non-limitation, such as "without limitation" or similar words, are used.

23.7 Successors and Assigns

Subject to the provisions of Section 14 relating to assignment and subletting, the terms,
covenants and conditions contained in this Lease shall bind and inure to the benefit of Landlord
and City and, except as otherwise provided herein, their personal representatives and successors
and assigns. There are no third-party beneficiaries to this Lease.

23.8 Brokers

Neither party has had any contact or dealings regarding the leasing of the Premises, or
- any communication in connection therewith, through any licensed real estate broker or other
person who could claim a right to a commission or finder’s fee in connection with the lease
contemplated herein, except for the broker, if any, identified in the Basic Lease Information,
whose commission, if any is due, shall be the sole responsibility of Landlord pursuant to a
separate written agreement between Landlord and such broker, and City shall have no liability
therefor. In the event that any other broker or finder perfects a claim for a commission or
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ﬁnder s fee based upon any such contact, dealings or communication, the party through whom
the broker or finder makes his claim shall be responsible for such commission or fee and shall
Indemnify the other party from any and all Claims incurred by the indemnified party in-
defending against the same. The provisions of this Section shall survive any termination of this
Lease.

23.9 Severability

If any provision of this Lease or the application thereof to any person, entity or
circumstance shall be invalid or unenforceable, the remainder of this Lease, or the application of
such provision to persons, entities or circumstances other than those as to Wthh it is invalid or
unenforceable, shall not be affected thereby, and each other provision of this Lease shall be valid
and be enforceable to the full extent permitted by law, except to the extent that enforcement of
this Lease without the invalidated provision would be unreasonable or inequitable under all the
circumstances or would frustrate a fundamental purpose of this Lease.

23.10 Governing Law

This Lease shall be construed and enforced in accordance with the laws of the State of
California and the City’s Charter.

23.11 Entire Agreement

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

23.12 Attorneys’ Fees

In the event that either Landlord or City fails to perform any of its obligations under this
Lease or in the event a dispute arises concerning the meaning or interpretation of any provision
of this Lease, the defaulting party or the non-prevailing party in such dispute, as the case may be,
shall pay the prevailing party reasonable attorneys' and experts' fees and costs, and all court costs
and other costs of action incurred by the prevailing party in connection with the prosecution or
defense of such action and enforcing or establishing its rights hereunder (whether or not such
action is prosecuted to a judgment). For purposes of this Lease, reasonable attorneys' fees of the
City’s Office of the City Attorney shall be based on the fees regularly charged by private
attorneys with the equivalent number of years of experience in the subject matter area of the law
for which the City Attorney’s services were rendered who practice in the City of San Francisco
in law firms with approximately the same number of attorneys as employed by the Office of the
City Attorney. The term "attorneys' fees" shall also include, without limitation, all such fees
incurred with respect to appeals, mediations, arbitrations, and bankruptcy proceedmgs and
whether or not any action is brought with respect to the matter for which such fees were incurred.
The term "costs" shall mean the costs and expenses of counsel to the parties, which may include
printing, duplicating and other expenses, air freight charges, hiring of experts, and fees billed for
law clerks, paralegals, and others not admitted to the bar but performing services under the
supervision of an attorney.
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23.13 Holding Over

. Should City hold over in possession of the Premises after the expiration of the Term with
Landlord’s consent, such holding over shall not be deemed to extend the Term or renew this
Lease, but such tenancy thereafter shall continue as a month-to-month tenancy. Such tenancy
shall be on all the terms and conditions set forth in this Lease and at the monthly Base Rent in
effect during the last month of the Term of this Lease or such other rental as Landlord and City
may mutually agree in writing as a condition to Landlord’s consent to such holding over, and
City shall continue as a month-to-month tenant until the tenancy shall be terminated by Landlord
giving City or City giving Landlord at least thirty (30) days’ prior written notice of termination.
Should City hold over without Landlord’s consent, the rent payable by City during the period of
such holding over shall be: one hundred ten percent (110%) of the monthly Base Rent in effect
during the last month of the Term of this Lease for the first thirty (30) days and one hundred fifty
percent (150%) of the monthly Base Rent in effect during the last month of the Term of this -
Lease thereafter, and such tenancy shall otherwise be on the terms and conditions contained
herein.

23.14 Cumulative Remedies

All rights and remedies of either party hereto set forth in this Lease shall be cumulative,
except as'may otherwise be provided herein. :

23.15 Time of Essence

Time is of the essence with respect to all provisions of this Lease in which a definite time
for performance is specified.

23.16 Survival of Indemnities

Termination of this Lease shall not affect the right of either party to enforce any and all
indemnities and representations and warranties given or made to the other party under this Lease,
nor shall it affect any provision of this Lease that expressly states it shall survive termination
hereof. Each party hereto specifically acknowledges and agrees that, with respect to each of the
indemnities contained in this Lease, the indemnitor has an immediate and independent obligation
to defend the indemnitees from any claim which actually or potentially falls within the indemnity
provision even if such allegation is or may be groundless, fraudulent or false, which obligation
arises at the time such claim is tendered to the indemnitor by the indemnitee and continues at all
times thereafter.

23.17 Signs

City may erect or post signs on or about the Premises subject to Landlord’s prior written
approval. Landlord reserves the right to review the placement, design, and plan for any such
sign prior to its erection or posting and agrees that the approval thereof shall not be unreasonably-
withheld or delayed.

23.18 Quiet Enjoyment and Title

Landlord covenants and represents that it has full right, power and authority to grant the
leasehold estate hereunder, and covenants that City, upon paying the Rent hereunder and
performing the covenants hereof, shall peaceably and quietly have, hold and enjoy the Premises
and all appurtenances during the full Term of this Lease as against all persons or entities
claiming by and through Landlord or on account of any action, inaction or agreement of
Landlord or its Agents. Without limiting the provisions of Section 16.2 (Landlord's Indemnity),
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Landlord agreeé to Iﬁdemnify City and its Agents against Claims arising out of any assertion that
would interfere with City’s right to quiet enjoyment as provided in this Section.

23.19 Bankruptcy

Landlord represents and warrants to City that Landlord has neither filed nor been the
subject of any filing of a petition under the federal bankruptcy law or any federal or state
insolvency laws or laws for composition of indebtedness or for the reorganization of debtors,
and, to the best of Landlord’s knowledge, no such filing is threatened. Landlord and City agree
that City’s leasehold estate created hereby includes, without limitation, all rights to receive and
enjoy all services, facilities and amenities of the Premises and the Building as provided herein,
and that if any of such services, facilities or amenities are terminated, or materially limited or
restricted on account of any such case or proceeding, or for any other reason, City shall have the
right to (a) contract directly with any third-party provider of such services, facilities or amenities
to obtain the same, and (b) offset against the Base Rent or other charges payable hereunder any
and all reasonable costs and expenses incurred by City in obtaining such services, facilities or
amenities. '

23.20 Transfer of Landlord’s Interest

Landlord shall have the right to transfer its interest in the Property, the Building or this
Lease to any other financially responsible person or entity. In the event of any such transfer,
Landlord shall be relieved, upon notice to City of the name and address of Landlord’s successor,
of any obligations accruing hereunder from and after the date of such transfer and upon
delivering to City an express assumption by the transferee of all of Landlord’s obligations
hereunder.

23.21 Non-Liability of City Ofﬁcials, Employees and Agents

Notwithstanding anything to the contrary in this Lease, no elective or appointive board,
commission, member, officer, employee or agent of City shall be personally liable to Landlord,
its successors and assigns, in the event of any default or breach by City or for any amount which
may become due to Landlord, its successors and assigns, or for any obligation of City under this
Lease. '

23.22 MacBride Principles - Northern Ireland

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

23.23  Controller’s Certification of Funds

The terms of this Lease shall be governed by and subject to the budgetary and fiscal
provisions of the City's Charter. Notwithstanding anything to the contrary contained in this
Lease, there shall be no obligation for the payment or expenditure of money by City under this

' Lease unless the Controller of the City and County of San Francisco first certifies, pursuant to
Section 3.105 of the City's Charter, that there is a valid appropriation from which the expenditure
may be made and that unencumbered funds are available from the appropriation to pay the '
expenditure. Without limiting the foregoing, if in any fiscal year of City after the fiscal year in
which the Term of this Lease commences, sufficient funds for the payment of Rent and any other
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payments required under this Lease are not appropriated, then City may terminate this Lease,
without penalty, liability or expense of any kind to City, as of the last date on which sufficient
funds are appropriated. City shall use its reasonable efforts to give Landlord reasonable advance
notice of such termination. Based upon the actual knowledge of Charles Dunn, Real Property
Officer fer the City, the City represents and warrants to Landlord that for the last twenty four and
one half years (24 V%) prior to the date of execution of this Lease, the City, as a tenant, has not
terminated another lease with any third party landlord based upon City’s right to terminate as set
forth in this Section 23.23.

23.24 Prevailing Wages for Construction Work

Landlord agrees that any person performing labor in the construction of the Leasehold
Improvements or other improvements to the Premises, which Landlord provides under this
Lease, shall be paid not less than the highest prevailing rate of wages consistent with the
requirements of Section 6.22(E) of the San Francisco Administrative Code, and shall be subject
to the same hours and working conditions, and shall receive the same benefits as in each case are
provided for similar work performed in San Francisco County. Landlord shall include, in any
contract for construction of such Leasehold Improvements or other improvements to the
Premises, a requirement that all persons performing labor under such contract shall be paid not
less than the highest prevailing rate of wages for the labor so performed. Landlord shall require
any contractor to provide, and shall deliver to City upon request, certified payroll reports with
respect to all persons performing labor in the construction of any Leasehold Improvements or
other improvements to the Premises.

. 23.25 Non Discrimination in City Contracts and Benefits Ordinance
(a) Covenant Not to Discriminate

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

(b) Subcontracts

Landlord shall include in all subcontracts relating to the Premises a
non-discrimination clause applicable to such subcontractor in substantially the form of
subsection (a) above. In addition, Landlord shall incorporate by reference in all subcontracts the

_provisions of Sections 12B.2(a), 12B.2(c)-(k) and 12C.3 of the San Francisco Administrative
Code and shall require all subcontractors to comply with such provisions. Landlord’s failure to
comply with the obligations in this subsection shall constitute a material breach of this Lease.

(e) Non-Discrimination in Benefits

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

(d) CMD Form

, As a condition to this Lease, Landlord shall execute the "Chapter 12B
Declaration: Nondiscrimination in Contracts and Benefits" form (Form CMD-12B-101) with
supporting documentation and secure the approval of the form by the San Francisco Contract
Monitoring Division (the "CMD"). Landlord hereby represents that prior to execution of the
Lease: (a) Landlord executed and submitted to the CMD Form CMD-12B-101 with supporting
documentation, and (b) the CMD approved such form. -

(¢) Incorporation of Administrative Code Provisions by Reference

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

23.26 Tropical Hardwood and Virgin Redwood Ban

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

(b) The City and County of San Francisco urges companies not to import,
purchase, obtain or use for any purpose, any tropical hardwood, tropical hardwood wood
product, virgin redwood, or virgin redwood wood products.

(¢) In the event Landlord fails to comply in good faith with any of the provisions
of Chapter 8 of the San Francisco Environment Code, Landlord shall be liable for liquidated
damages for each violation in an amount equal to Landlord’s net profit on the contract, or five
percent (5%) of the total amount of the contract dollars, whichever is greatest. Larndlord
acknowledges and agrees that the liquidated damages assessed shall be payable to the City and
County of San Francisco upon demand and may be set off against any monies due to Landlord
from any contract with the City and County of San Francisco.

23.27 Bicycle Storage Facilities

Article 1.5, Section 155.3, of the San Francisco Planning Code (the "Planning Code™)
requires the provision of bicycle parking at City-leased buildings at no cost to Landlord. During
the Term, City shall have the right to install and maintain, at its sole cost, all Class 1 Bicycle
Parking Spaces (as defined in the Planning Code) and all Class 2 Bicycle Parking Spaces (as
defined in the Planning Code) in the Building locations required under the Planning Code.
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23.28 Resource-Efficient City Buildings and Pilot Projects

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

23.29 Counterparts

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

23.30 Effective Date

: The date on which this Lease shall become effective (the "Effective Date") is the date
upon which: (a) City’s Mayor and Board of Supervisors, in their sole and absolute discretion, -
adopt a resolution [or enact an ordinance] approving this Lease in accordance with all apphcable
laws and (b) this Lease is duly executed by the parties hereto.

23.31 Sunshine Ordinance

In accordance with Section 67.24(e) of the San Francisco Administrative Code, contracts,
contractors’ bids, leases, agreements, responsesto Requests for Proposals, and all other records
of communications between City and persons or firms seeking contracts will be open to
inspection immediately after a contract has been awarded. Nothing in this provision requires the
disclosure of a private person’s or organization’s net worth or-other proprietary financial data
submitted for qualification for a contract, lease, agreement or other benefit until and unless that
person or organization is awarded the contract, lease, agreement or benefit. Information
provided which is covered by this Section will be made available to the public upon request.

23.32 Conflicts of Interest -

Through its execution of this Lease, Landlord acknowledges that it is familiar with the
provisions of Section 15.103 of the San Francisco Charter, Article III, Chapter 2 of City's
Campaign and Governmental Conduct Code, and Section 87100 et seq. and Section 1090 et seq.
of the Government Code of the State of California, and certifies that it does not know of any
facts which would constitute a violation of said provisions, and agrees that if Landlord becomes
aware of any such fact during the Term of this Lease, Landlord shall immediately notify City.

23.33 Notification of Limitations on Contributions

Through its execution of this Lease, Landlord acknowledges that it is familiar with
Section 1.126 of the San Francisco Campaign and Governmental Conduct Code, which prohibits.
any person who contracts with the City for the selling or leasing of any land or building to or
from the City whenever such transaction would require approval by a City elective officer, the
board on which that City elective officer serves, or a board on which an appointee of that
individual serves, from making any campaign contribution to (a) the City elective officer,

(b) a candidate for the office held by such individual, or (¢) a committee controlled by such .
individual or candidate, at any time from the commencement of negotiations for the contract
until the later of either the termination of negotiations for such contract or six months after the
date the contract is approved. Landlord acknowledges that the foregoing restriction applies only
if the contract or a combination or series of contracts approved by the same individual or board
in a fiscal year have a total anticipated or actual value of $50,000 or more. Landlord further
acknowledges that the prohibition on contributions applies to each Landlord; each member of
Landlord's board of directors, and Landlord’s chief executive officer, chief financial officer and
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chief operating officer; any person with an ownership interest of more than 20 percent in
Landlord; any subcontractor listed in the contract; and any committee that is sponsored or
controlled by Landlord. Additionally; Landlord acknowledges that Landlord must inform each
of the persons described in the preceding sentence of the prohibitions contained in Section 1.126.
Landlord further agrees to provide to City the name of each person, entity or committee
described above.

23.34 Preservative-Treated Wood Containing Arsenic

Landlord may not purchase preservative-treated wood products containing arsenic in the
performance of this Lease unless an exemption from the requirements of Environment Code,
Chapter 13 is obtained from the Department of Environment under Section 1304 of the
Environment Code. The term "preservative-treated wood containing arsenic" shall mean wood
treated with a preservative that contains arsenic, elemental arsenic, or an arsenic copper
combination, including, but not limited to, chromated copper arsenate preservative, ammoniac
copper zinc arsenate preservative, or ammoniacal copper arsenate preservative. Landlord may
purchase preservative-treated wood products on the list of environmentally preferable
alternatives prepared and adopted by the Department of Environment. This provision does not
preclude Landlord from purchasing preservative-treated wood containing arsenic for saltwater
immersion. The term "saltwater immersion" shall mean a pressure-treated wood that is used for
construction purposes or facilities that are partially or totally immersed in saltwater.

23.35 Cooperative Drafting

This Lease has been drafted through a cooperative effort of both parties, and both parties
have had an opportunity to have the Lease reviewed and revised by legal counsel. No party shall
be considered the drafter of this Lease, and no presumption or rule that an ambiguity shall be
construed against the party drafting the clause shall apply to the interpretation or enforcement of
this Lease.

23.36 Force Majeure

Any prevention, delay or stoppage due to strikes, lockouts, labor disputes, acts of God,
acts of war, terrorist acts, inability to obtain services, labor, or materials or reasonable substitutes
therefor, governmental actions, civil commotions, fire or other casualty, and other causes beyond
the reasonable control of the party obligated to perform, except with respect to the obligations
imposed with regard to Rent and other charges to be paid by Tenant pursuant to this Lease
(collectively, a "Force Majeure"), notwithstanding anything to the contrary contained in this
Lease, shall excuse the performance of such party for a period equal to any such prevention,
delay or stoppage and, therefore, if this Lease specifies a time period for performance of an
obligation of either party, that time period shall be extended by the period of any delay in such
party's performance caused by a Force Majeure.

23.37 Landlord Limitation of Liability

The liability of Landlord to Tenant for any default by Landlord under this Lease shall be
limited solely and exclusively to an amount which is equal to the Landlord’s equity interest of
Landlord in the Building and Property. Landlord shall have no personal liability to Tenant under
this Lease or related to Tenant’s use and occupancy of the Premises and Tenant hereby expressly
waives and releases such personal liability on behalf of itself and all persons claiming by,
through or under Tenant. Notwithstanding any contrary provision in this Lease, Landlord shall
not be liable under any circumstances for injury or damage to, or interference with, Tenant's
business, including but not limited to, loss of profits, loss of rents or other revenues, loss of
business opportunity, loss of goodwill or loss of use, in each case, however occurring or other
consequential, punitive or exemplary damages. To the extent that Landlord consists of one or
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more persons or entities, there shall be no joint and several liability for any such individual
person or entity.

23.38 Tenant Waiver

Except for Landlord’s or Landlord’s Agent’s gross negligence or willful misconduct,
Tenant hereby assumes all risk of damage to property or injury to persons in, upon or about the
Premises from any cause whatsoever (including, but not limited to, any personal injuries
resultmg from a slip and fall in, upon or about the Premises or Buﬂdmg) and agrees that
Landlord and Landlord’s Agents shall not be liable for, and are hereby released from any
responsibility for, any damage either to person or property or resulting from the loss of use
thereof, which damage is sustained by Tenant or by other persons claiming through Tenant.

23.39 Agent

The term “Agent” shall mean an employee, independent contractor, member, director,
officer, partner, shareholder, representative, manager, agent, invitee, licensee, subtenant,
occupant, and the general public.

23.40 Landlord's Right To Cure

All obligations to be performed by City under any of the terms of this Lease shall be at
City's sole cost and expense. Without regard to whether or not such failure does or does not at
such time constitute an event of default, if City (a) shall fail to pay any sum of money, other than
Rent, required to be paid by it hereunder or (b) shall fail, for any reason other than unavoidable
delays, to perform any other act on its.part to be performed hereunder within the time frame for
such performance required under the Lease, upon seven (7) days written notice thereof by
Landlord (except in cases of emergency when Landlord may proceed to cure without prior notice
to City) Landlord may, but shall not be obligated so to do, and without waiving or releasing city
from any obligations of City, make any such payment or perform any such other act on City's
part to be made or performed as in this Lease provided. All sums so paid by Landlord and all
necessary incidental costs, including costs of settlements, defense, court costs and attorneys' fees
which Landlord may incur in the course of any such cure, shall be payable to Landlord on
demand, and Landlord shall have (in addition to any ether right or remedy of Landlord) the same
rights and remedies in the event of the nonpayment thereof by Tenant as in the case of default by
Tenant in the payment of rent. .

NOTWITHSTANDING ANYTHING TO THE CONTRARY CONTAINED IN THIS LEASE,
LANDLORD ACKNOWLEDGES AND AGREES THAT NO OFFICER OR EMPLOYEE OF
CITY HAS AUTHORITY TO COMMIT CITY HERETO UNLESS AND UNTIL CITY’S
BOARD OF SUPERVISORS SHALL HAVE DULY ADOPTED A RESOLUTION
APPROVING THIS LEASE AND AUTHORIZING CONSUMMATION OF THE
TRANSACTION CONTEMPLATED HEREBY. THEREFORE, ANY OBLIGATIONS OR
LIABILITIES OF CITY HEREUNDER ARE CONTINGENT UPON ADOPTION OF SUCH A
RESOLUTION, AND THIS LEASE SHALL BE NULL AND-VOID UNLESS CITY’S
MAYOR AND BOARD OF SUPERVISORS APPROVE THIS LEASE, IN THEIR
RESPECTIVE SOLE AND ABSOLUTE DISCRETION, AND IN ACCORDANCE WITH ALL
APPLICABLE LAWS. APPROVAL OF THIS LEASE BY ANY DEPARTMENT,
COMMISSION OR AGENCY OF CITY SHALL NOT BE DEEMED TO IMPLY THAT
SUCH RESOLUTION WILL BE ADOPTED NOR WILL ANY SUCH APPROVAL CREATE
ANY BINDING OBLIGATIONS ON CITY
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Landlord and City have executed this Lease as of the date first written above.

LANDLORD:

CITY:

B

RECOMMENDED:

Assessor - Recorder
APPROVED AS TO FORM:
DENNIS J. HERRERA, City Attorney

- By

Deputy City Attorney

44

By:

By:

By:

By:

Michael F. Hornstein, as trustee for the
Michael and Fllen Hornstein 1998 Revocable
Trust (68% ownership) '

Ellen F. Hornstein, as trustee for the Michael
and Ellen Hornstein 1998 Revocable Trust
(68% ownership)

J ordan‘D. Hornstein (16%) as an individual
held as his sole and separate property

" Emily F. Hornstein (16%) as an individual

held as her sole and separate property

CITY AND COUNTY OF SAN FRANCISCO,
a municipal corporation

By:

JOHN UPDIKE
Director of Property
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EXHIBIT A
FLOOR PLAN(S)

CONSISTING OF PAGE(S)
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EXHIBIT B

NOTICE OF COMMENCEMENT DATE

[Date]

Mr. John Updike

Director of Property

Real Estate Division

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

RE: Acknowledgement of Commencement Date; Lease' Between
(Landlord), and the CITY AND COUNTY OF SAN FRANCISCO (Tenant), for premises
known as located at

Dear Mr. Updike:

This letter will confirm that for all purposes of the Lease, the Commencement Date (as
defined in Section 3.2 of the Lease) is ,20

Please acknowledge your acceptance of this letter by signing and returning a copy of this
letter.

Very truly yours,
By:
: Title:
Accepted and Agreed:
By:
John Updike
Director of Property
- Dated:
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EXHIBIT C

Schedule of Annual Base Rent Adjustments

Period

Monthly Base Rent Annual Base Rent
$104,687.50 - $1,256,250.00
$107,828.12 $1,293,937.40
$111,062.95 $1,332,755.40
$114,394.83 $1,372,737.90
$117,826.66 $1,413,919.90
$121,361.44 $1,456,337.20
$125,002.27 $1,500,027.20
$128,752.32 $1,545,027.80
$132,614.87 $1,591,378.40
$136,593.30 $1,639,119.60 -

C-1

$140,691.09

$144,911.81

$1,688,293.00
$1,738,941.80
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EXHIBIT D
EXCLUSIONS FROM OPERATING COSTS

1. Costs of capital repairs, capital improvements and equipment, except for those Allowed
Capital Costs as set forth in Section 4.7 of the Lease;

2. Rentals and other related expenses for items (except when needed in connection with
normal repairs and maintenance of permanent systems) which if purchased rather than rented,
would constitute a capital improvement which is specifically excluded in item 1 above
(excluding, however, equipment not affixed to the Building which is used in providing janitorial
or similar services); '

3. Costs incurred by Landlord for the repair of damage to the Building, to the extent that
Landlord is reimbursed by insurance proceeds (excluding any deductible not to exceed Ten
Thousand Dollars ($10,000) which shall be paid by Tenant);

4. Depreciation, amortization and interest payments, except to the extent provided herein
pursuant to items 1(i) and 1(ii) above and except on materials, tools, supplies and vendor-type
equipment purchased by Landlord to enable Landlord to supply services Landlord might
otherwise contract for with a third party where such depreciation, amortization and interest
payments would etherwise have been included in the charge for such third party’s services, all as
determined in accordance with generally accepted accounting principles, consistently applied (as
applied to commercial real estate), and when depreciation or amortization is permitted or '
required, the item shall be amortized over its reasonably anticipated useful life (as reasonably
determined by Landlord); '

5. Leasing commissions, attorneys’ and other professionals’ fees, space planning costs and
all other costs and expenses in connection with negotiations with present or prospective tenants
or any present or future ground lessors or holders of any mortgages or other encumbrances
affecting any of the Building or the defense of Landlord’s title to the Building or the real
property on which it is located;

6. Costs incurred by Landlord due to violation by Landlord of applicable laws, rules or
regulations, the terms and conditions of any lease, ground lease, mortgage or deed of trust, or
other covenants, conditions or restrictions encumbering the Building or the real property on
which it is located;

7. Overhead and profit increments paid to Landlord or to subsidiaries or affiliates of
Landlord, for management, or other services, supplies or materials, to the extent the same exceed
the costs of such goods and/or services rendered by unaffiliated third parties on a competitive,
arms-length basis;

8. - Any ground lease rental or rental under any other underlying leases;

9. Except as specifically permitted as an Allowed Capital Cost under Section 4.7, no costs

for capital repairs, capital improvements or capital equipment, interest, principal, points and fees
“ on debts or amortization on any mortgage, deed of trust or any other debt instrument

encumbering any of the Building or the real property on which it is located;

10.  All items and services for which City separately reimburses Landlord

C-1
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11.  Advertising or promotional expenditures, and the costs of acquiring and installing signs
in or on any of the Building identifying the owner of the Building;;

12.  Tax penalties incurred as a result of Landlord’s negligence, inability or unwillingness to
make payments when due; '

13.  Costs arising from the presence of Hazardous Material in or about the Building including,
without limitation, groundwater or soil conditions, except if such Hazardous Material is brought
onto the Building by City or during the Term of the Lease by any third party other than a
Landlord Agent;

14.  Landlord’s charitable or political contributions;

15.  To the extent the following costs arise during any applicable warranty periods, costs as a
result of repairs of latent defects in the Building core and shell or improvements installed by
Landlord or in the Building Systems, and any costs incurred by Landlord in the event any portion
of the Building is made untenantable by fire or other casualty required to be insured against
pursuant to the terms of the Lease;

16.  Capital costs for sculpture, paintings or other objects of art;

17.  Costs (including, without limitation, all attorneys’ fees and costs of settlement, judgments
and payments in lieu thereof) arising from claims, disputes or potential disputes, including,
without limitation, tax disputes (except where the tenant of the Building would receive benefits if
Landlord prevails) in connection with potential or actual claims, litigation or arbitrations
pertaining to Landlord or the Building;

18. - All direct cost of refinancing, selling, exchanging or otherwise transferring ownership of
the Building or the real property on which it is located or any interest therein or portion thereof,
including broker commissions, attorney’s fees and closing costs;

19.  Reserves for bad debts, rent loss, capital items or further Operating Costs; and

20.  Landlord’s general corporate overhead and general and administrative ex.

C-2
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DRAFT
CONFIDENTIAL
ATTORNEY CLIENT PRIVILEGED

EXHIBIT

Property Insurance
(attach policy)
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DRAFT
CONFIDENTIAL
ATTORNEY CLIENT PRIVILEGED

EXHIBIT E

Building Rules and Regulations

1. No advertisement, picture or sign of any sort shall be displayed on or outside the
Premises or the Building without the prior written consent of Landlord, which shall not be
unreasonably withheld. Landlord shall have the right to remove any such unapproved item
without notice and at City’s sole expense.

2. City shall not use any method of heating or air conditioning other than that supplied by
Landlord without the prior written consent of Landlord.

3. All window coverings installed by City and visible from the outside of the Building
require the prior written approval of Landlord, which shall not be unreasonably withheld.

4, City shall not use, keep or permit to be used or kept any foul or noxious gas or substance
or any flammable or combustible materials on or around the Premises or the Building.

5. City shall not alter any lock or install any new locks or bolts on any door at the Premises
without providing a “key” to Landlord and for non-key high security-areas without the prior
consent of Landlord which shall not be unreasonably withheld.

6. City is responsible for the storage and removal of all trash and refuse. All such trash and
refuse shall be contained in suitable receptacles stored inside the Premises, except as otherwise
designated by Landlord.

7. Plumbing fixtures and appliances shall be used only for the purposes for which designed
and no sweepings, rubbish, rags or other unsuitable material shall be thrown or placed in the
fixtures or appliances. Damage resulting to fixtures or appliances by City, its agents, employees
or invitees shall be paid for by City and Landlord shall not be responsible for the damage.

8. City shall not use, or permit any part of the Premises to be used for lodging, sleeping or
for any illegal purpose.
9. Neither City nor its agents, employees, contractors, guests or invitees shall smoke or

permit smoking anywhere within the Premises, Common Areas or any other part of the Building
or Property. '

10.  Without the written consent of Landiord, which may be given or withheld in Landlord’s

sole discretion, no animals, except those assisting disabled persons, shall be brought into the
Building or kept in or about the Premises.
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DRAFT
CONFIDENTIAL
ATTORNEY CLIENT PRIVILEGED

EXHIBIT F
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EXHIBIT _

Form of Subordination, Nondisturbance and Attornment Agreement



SAN FRANCISCO
PLANNING DEPARTIVIENT |

General Plan Referral s
San Francisco,
CA 94103-2479
Date: May 5, 2017 : Reception
Case No. Case No. 2017-004310GPR 415.558.6378
. City lease of 170 9* Street for use by the Fax
City's Assessor Recorder : ' 415.558.5409
Block/Lot No.: 3509/008 Planring
Project Sponsor:  John Updike v ‘ , Information:
C San Francisco Real Estate Department 415.558.6377

25 Van Ness Ave. Suite 400
San Francisco, CA 94102

Applicant: Same as Above

Staff Contact: Maria De Alva — (415) 575-8729
Maria.F.DeAlva@sfeov.org

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

Recommended “ /‘?&’i’ﬁ 8 / ﬁ"‘“"““"
By: Jokn Rahigim, 5‘)!1’2&01” of Planning
) . _ﬁx‘”ﬁ |
PROJECT DESCRIPTION - ‘

The Project is the City’s proposed lease of approximately 25,500 square feet of office space in a
three-story building located at 170 9 Street that is currently vacant. The property will be used
by the City’s Assessor Recorder. ,

The submittal is for a General Plan Referral to recommend whether the Project is in conformity
with the General Plan, pursuant to Section 4.105 of the Charter, and Section 2A.52 and 2A.53 of
the Administrative Code. '

ENVIRONMENTAL REVIEW

-On April 28, 2017 the Environmental Planning Division of the Planning Department determined
that the project is categorically exempt under CEQA Guidelines Section 15301 (Planning Case
No. 2017-004310ENV).

www sfplanning.org




GENERAL PLAN REFERRAL CASE NO. 2017-004310GPR
' ‘ CITY LEASE OF 170 9™ ST
FOR USE BY THE ASSESOR RECORDER

GENERAL PLAN COMPLIANCE AND BASIS FOR RECOMMENDATION

As described below, the Project is consistent with the Eight Priority Policies of Planning Code
Section 101.1 as described in the body of this letter and is, on balance, in-conformity with the
following Objectives and Policies of the General Plan:

Note: General Plan Objectives and Policies are in bold fontf; General Plan text is in regular font.
Staff comments are in italic font.

' COMMERCE AND INDUSTRY ELEMENT

OBJECTIVE 2
MAINTAIN AND ENHANCE A SOUND AND DIVERSE ECONOMIC BASE AND FISCAL
STRUCTURE FOR THE CITY.

POLICY 2.2 ,
Seek revenue measures which will spread the cost burden equitably to all users of city
services. ’

The Office of the Assessor-Recorder is responsible for helping the City generate qver one-third of the
General Fund revenue, which is used to fund services like fire, police, neighborhood improvements, and

health and family support services.

RECREATION AND OPEN SPACE

OBJECTIVE 6

SECURE LONG-TERM RESOURCES AND MANAGEMENT FOR OPEN SPACE
ACQUISITION, AND RENOVATION, OPERATIONS, AND MAINTENANCE OF
RECREATIONAL FACILITIES AND OPEN SPACE

Approximately 64% of the revenue collected by the Office of the Assessor-Recorder is used for City
services, including recreation and parks. The ongoing operations of the Office of the Assessor-Recorder
will ensure that funding and resources for maintenance and operations of recreation and open space is.
secured. '

URBAN DESIGN

OBJECTIVE 4
IMPROVEMENT OF THE NEIGHBORHOOD ENVIRONMENT TO INCREASE
PERSONAL SAFETY, COMFORT, PRIDE AND OPPORTUNITY

SAN FRANCISCO 2
PLANNING DEPARTMENT



GENERAL PLAN REFERRAL CASE NO. 2017-004310GPR
: CITY LEASE OF 170 9™ ST
FOR USE BY THE ASSESOR RECORDER

POLICY 4.5 )
Provide adequate maintenance for public areas.

The continuance of the Office of the Assessor-Recorder’s efforts ensure the maintenance of public areas by
allocating revenue funds for Public Works (street cleaning and maintenance).

POLICY 4.9
Maximize the use of recreation areas for recreational purposes.

Revenues generated by the Office of the Assessor-Recorder support Recreation and Parks Department as
well. '

COMMUNITY FACILITIES

The Office of the Assessor-Recorder’s 2016 Annual Report shows that for every dollar collected from tax
revenue, ¢64 are spent on City Services, including Public Safety and Community Health. The
Community Facilities element of the General Plan describes how police facilities and public health centers
should be located, distributed, and designed, in order to serve the community more efficiently. This lease
would allow the Office of the Assessor-Recorder to continue that work.

PROPOSITION M FINDINGS - PLANNING CODE SECTION 101.1

Planning Code Section 101.1 establishes Eight Priority Policies and requires review of
discretionary approvals and permits for consistency with said policies. The Project is found to
be consistent with the Eight Priority Policies as set forth in Planning Code Section 101.1 for the
following reasons:

Eight Priority Policies Findings
The subject project is found to be consistent with the Eight Priority Policies of Planning Code
Section 101.1 in that:

‘The proposed project is found to be consistent with the eight priority policies of Planning Code
Section 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 lease will not affect existing neighborhood-serving retail uses or opportunities for
employment in or ownership of such businesses.

2. That existing housing and neighborhood character be conserved and protected in order to
preserve the cultural and economic diversity of our neighborhood.

SAN FRANCISCO ' 3
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- GENERAL PLAN REFERRAL CASE NO. 2017-004310GPR
CITY LEASE OF 170 9™ ST
FOR USE BY THE ASSESOR RECORDER

The Project would have no adverse effect on the City’s housing stock or on neighborhood character;
the applicant is not proposing any modifications to the exterior of the building.

3. That the City’s supply of affordable housing be preserved and enhanced.
The Project would have no adverse effect on the City’s supply of affordable housing.

4. That commuter traffic not impede MUNI transit service .or overburden our streets or
neighborhood parking.”
The Project would not result in commuter 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 to commercial office development, and that future
opportunities for residential employment and ownership in these sectors be enhanced.

The  Project would not affect the existing economic base in this area; the property is currently
vacant.

6. That the City achieve the greatest possible preparedness to protect against injury and loss
of life in an earthquake.
The Project would not adversely affect achicving the greatest possible preparedness against injury
and loss of life in an earthquake.

7. That landmarks and historic buildings be preserved.
This site and building is listed as Category A, a Historical Resource under CEQA. The applicant is
not proposing any modifications to the exterior of the building. '

8. That our parks and open space and their access to sunlight and vistas be protected from
development. :
The applicant is not proposing any modifications to the exterior of the building. The Project would
have no adverse effect on parks and open space or their access to sunlight and vista.

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

cc: John Updike, Real Estate Division

I\Citywide\General Plan\General Plan Referrals\2016 \2017-004310GPR 170 9" St\2017-004310GPR - 170 9th St.doc
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AN FRANGISCO
LANNING DEPARTMENT

-CEQA Categorlcal Exemption Determlnatlon
PROPERTY INFORMATIONIPROJECT DESCRIPTION

T

Project Address Block/Lot(s)
170 9th St. - 3509/008
Case No. Permit No. Plans Dated
2017-004310GPR ' N/A
[ Addition/ DDemolition ' DNeW : I:IProject Modification
"Alteration . (requires HRER if over 45 years old) | Construction (GOTO STEP7)

Project description for Planning Department approval.

Lease and change of use of 25,500 sq. ft. from industrial to office use by the San Francisco '
Assessor's Office. No changes to the exterior of the building.

STEP 1: EXEMPTION CLASS
TO BE COMPLETED BY PROJECT PLANNER

*Note: If neither class applies, an Environmental Evaluation Application is required.”
D Class 1 - Existing Facilities. Interior and exterior alterations; additions under 10,000 sq. ft.

Class 3 - New Construction/ Conversion of Small Structures. Up to three (3) new single-family

D residences or six (6) dwelling units in one building; commercial/office structures; utility extensions.; .;
change of use under 10,000 sq. ft. if principally permitted or with a CU. Change of use under 10,000

| sq. ft. if principally pemlitted or with a CU. '

Class ta_
Change of use. Occupancy of the new use woulid not exceed the equivalent occupancy of the former use plus a 10,000 sq. ft. addition to the former use.

STEP 2: CEQA IMPACTS
TO BE COMPLETED BY PROJECT PLANNER

If any box is checked below, an Environmental Evaluation Application is required.

Air Quality: Would the project add new sensitive receptors (specifically, schools, day care facilities,
hospitals, residential dwellings, and senior-care facilities) within an Air Pollution Exposure Zone?
Does the project have the potential to emit substantial pollutant concentrations (e.g., backup diesel
I:l generators, heavy industry, diesel trucks)? Exceptions: do not check box if the applicant presents
documentation of enrollment in the San Francisco Department of Public Health (DPH) Article 38 program and

the project would not have the potential to emit substantial pollutant concentrations. (refer to EP ArcMap >
CEQA Catex Determination Layers > Air Pollutant Exposure Zone)

Hazardous Materials: If the project site is located on the Maher map or is suspected of containing
hazardous materials (based on a previous use such as gas station, auto repair, dry cleaners, or heavy
. manufacturing, or a site with underground storage tanks): Would the project involve 50 cubic yards
L__] or more of soil disturbance - or a change of use from industrial to residential? If yes, this box must be
checked and the project applicant must submit an Environmental Application with a Phase I
Environmental Site Assessment. Exceptions: do not check box if the applicant presents documentation of
enrollment in the San Francisco Department of Public Health (DPH) Maher program, a DPH waiver from the

SAN FRANGISCO o
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Maher program, or other documentation from Environmental Planning staff that hazardous material effects
would be less than significant (refer to EP_ArcMap > Maher layer).

Transportation: Does the project create six (6) or more net new parking spaces or residential units?
Does the project have the potential to adversely affect transit, pedestrian and/cr bicycle safety
(hazards) or the adequacy of nearby transit, pedestrian and/or bicycle facilities?

Archeological Resources: Would the project result in soil dlsturbance/modlﬁca’aon greater than two
(2) feet below grade in an archeological sensitive area or elght (8) feet in a non-archeological sensitive
area? (refer to EP_ArcMup > CEQA Catex Determination Layers > Archeological Sensitive Area)

Subdivision/Lot Line Adjustment: Does the project site involve a subdivision or lot line adjustment
on a lot with a slope average of 20% or more? (refer to EP_ArcMap > CEQA Catex Determination Layers >
Topography)

O ololo

Slope = or > 20%: Does the project involve any of the following: (1) square footage expansion greater
than 1,000 sg. ft. outside of the existing building footprint, (2) excavation of 50 cubic yards or more of

soil, (3) new construction? (refer to EP_ArcMap > CEQA Catex Determination Layers > Topogruphy) If box is
checked, a geotechnical report is required.

[]

Seismic: Landslide Zone: Does the project involve any of the following: (1) square footage expansion |
greater than 1,000 sq. ft. outside of the existing building footprint, (2) excavation of 50 cubic yards or
more of soil, (3) new construction? (refer to EP_ArcMap > CEQA Catex Determination Layers > Seismic Hazard
Zones) If box is checked, a geotechnical report is required.

[

Seismic: Liquéfaction Zone: Does the project involve any of the following: (1) square footage
expansion greater than 1,000 sq. ft. outside of the existing building footprint, (2) excavation of 50
cubic yards or more of soil, (3) new construction? (refer to EP_ArcMap > CEQA Catex Determination Layers >
Seismic Hazard Zones) If box is checked, a geotechnical report will likely be required.

If no boxes are checked above, GO TO STEP 3. If one or more boxes are checked above, an Environmental
Evaluation Application is required, unless reviewed by an Environmental Planner.

.

Project can proceed with categorical exemption review. The project does not trigger any of the
CEQA impacts listed above.

Comments and Planner Signature (optional): Jean Poling { Digltally signed by Jean Poiing

. ‘ ‘Date: 2017.04.26 14:51:55 -07'00

STEP 3: PROPERTY STATUS - HISTORIC RESOURCE
TO BE COMPLETED BY PROJECT PLANNER

PROPERTY IS ONE OF THE FOLLOWING: (refer to Parcel Information Map)

Category A: Known Historical Resource. GO TO STEP 5.

[

Category B: Potential Historical Resource (over 45 years of age). GO TO STEP 4,

=

SAN FRANCISGOD

PLANNING DEPARTMENT

Category C: Not a Historical Resource or Not Age Eligible (under 45 years of age). GO TO STEP 6.
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STEP 4: PROPOSED WORK CHECKLIST
TO BE COMPLETED BY PROJECT PLANNER

Check all that apply to the project.

1. Change of use and new construction. Tenant improvements not included.

2. Regular maintenance or repair to correct or repair deterioration, decay, or damage to building.

3. Window replacement that meets the Department’s Window Replacement Standards. Does not include
storefront window alterations.

4. Garage work. A new opening that meets the Guidelines for Adding Gamges and Curb Cuts, and/or
replacement of a garage door in an existing opening that meets the Residential Design Guidelines.

5. Deck, terrace construction, or fences not visible from any immediately adjacent public right-of-way.

6. Mechanical equipment installation that is not visible from any immediately adjacent public right-of-
way.

7. Dormer installation that meets the requirements for exemptlon from public notification under Zoning
Administrator Bulletin No. 3: Dormer Windows.

L] D [][]D L1 L]

8. Addition(s) that are not visible from any immediately adjacent public right-of-way for 150 feet in each
direction; does not extend vertically beyond the floor level of the top story of the structure or is only a
single story in height; does not have a footprint that is more than 50% larger than that of the original
building; and does not cause the removal of architectural significant roofing features.

Note:

Project Planner must check box below before proceeding,

L]

Project is not listed. GO TO STEP 5.

L]

Project does not conform to the scopes of work. GO TO STEP 5.

[

Project involves four or more work descriptions. GO TO STEP 5.

L

Project involves less than four work descriptions. GO TO STEP 6.

STEP 5: CEQA IMPACTS - ADVANCED HISTORICAL REVIEW
TO BE COMPLETED BY PRESERVATION PLANNER

Check all that apply to the project.

1. Project involves a known hJstoncal resource (CEQA Category A) as determined by Step 3 and
conforms entirely to proposed work checklist in Step 4. '

2. Interior alterations to publicly accessible spaces.

3. Window replacement of original/historic windows that are not “in-kind” but are consistent with
existing historic character.

4. Facade/storefront alterations that do not remove, alter, or obscure character-defining features.

5. Raising the building in a manner that does not remove, alter, or obscure character-defining
features.

6. Restoration based upon documented evidence of a building’s historic condition, such as historic
photographs, plans, physical evidence, or similar buildings.

L OO0 o0 d

7. Addition(s), including mechanical equipment that are minimally visible from a public right-of-way
and meet the Secretary of the Interior’s Standards for Rehabilitation.

]

{ 8. Other work consistent with the Secretary of the Interior Standards for the Treatment of Historic Properties
(specify or add comments): .

SAN FRANGISCO
PLANNING DEPARTMENT

Revised: 4/11/16




9. Other work that would not materially impair a historic district (specify or add comments):

. . . . . . - b BT e ey o, arcores
(Reguires approval by Senior Preservation Planner/Preservation Coordinator) 272 Sisass

10. Reclassification of property status. (Requires approval by Senior Preservation Planner/Preservation
-Coordinator)
] Redlassify to Category A~ [_| Reclassify to Category C
a. Per HRER dated: (attach HRER)
b. Other (specify):

Note: I

f ANY box in STEP 5 above is checked, a Preservation Planner MUST check one box below.

[]

Further environmental review required. Based on the information provided, the project requires an
Environmental Evaluation Application to be submitted. GO TO STEP 6.

Project can proceed with categorical exemption review. The project has been reviewed by the
Preservation Planner and can proceed with categorical exemption review. GO TO STEP 6.

‘| Comments (optional):
Work is entirely in the interior, no exterior changes proposed.

Preservation Planner Signature: s 2ame> B e

STEP 6: CATEGORICAL EXEMPTION DETERMINATION
TO BE COMPLETED BY PROJECT PLANNER

D Further environmental review required. Proposed project does not meet scopes of work i in either (check

all that apply):

Step 2 ~ CEQA Impacts

D Step 5 — Advanced Historical Review
STOP! Must file an Environmental Evaluation Application.

No further environmental review is réquired. The project is categorically exempt under CEQA.

the Discretionary Review hearing is the Approval Action for the
project.

Planner Name: Signature: |

Project Approval Action: : J Digitally signed
: : ea n by Jean Poling

Board of Supervisors approves lease ' Date:

17:26:29 -07'00"

x
| . Poli n, 2017.04.28
If Discretionary Review before the Planning Commission is requested, .

Once signed or stamped and dated, this document constitutes a categorical exemption pursuant to CEQA Guidelines and Chapter 31
of the Administrative Code.

In accordance with Chapter 31 of the San Francisco Administrative ‘Code, an appeal of an exemption determination can only be filed
within 30 days of the project receiving the first approval action.

SAN FRANCISCO

PLANNING DEPARTMENT
Revised: 4/11/16




STEP 7: MODIFICATION OF A CEQA EXEMPT PROJECT

TO BE COMPLETED BY PROJECT PLANNER :

In accordance with Chapter 31 of the San Francisco Administrative Code, when a California Environmental
Quality Act (CEQA) exempt project changes after the Approval Action and requires a subsequent approval, the .
Environmental Review Officer (or his or her designee) must determine whether the proposed change constitutes
a substantial modification of that project. This checklist shall be used to determine whether the proposed
changes to the approved project would constitute a “substantial modification” and, therefore, be subject to
additional environmental review pursuant to CEQA.

PROPERTY INFORMATION/PROJECT DESCRIPTION

Project Address (If different than front page) : Block/Lot(s) (If different than
front page)

Case No. Previous Building Permit No. New Building Permit No.

Plans Dated Previous Approval Action New Approval Action

Modified Project Description:

DETERMINATION IF PROJECT CONSTITUTES SUBSTANTIAL MODIFICATION
Compared to the approved project, would the modified project:

] Result in expansion of the building envelope, as defined in the Planning Code;

M Result in the change of use that would require public notice under Planning Code
Sections 311 or 312;

L] Result in demolition as defined under Planning Code Section 317 or 19005(f)?

Is any information being presented that was not known and could not have been known
[] at the time of the original determination, that shows the originally approved project may
no longer qualify for the exemption? -

If at least one of the above boxes is checked, further environmental review is required JATEX FORN

. DETERMINATION OF NO SUBSTANTIAL MODIFICATION

[] I The proposed modification would not result in any of the above changes.

If this box is checked, the proposed modifications are categorically exempt under CEQA, in accordance with prior project
approval and no additional environmental review is required. This determination shall be posted on the Planning .
Department website and office and mailed to the applicant, City approving entities, and anyone requesting written notice.

Planner Name: Signature or Stamp:

SAN FRANCISCO
PLANNING DEFARTMENT

Revised: 4/11/16
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- 1650 Mission St.
Note to File Sule 400
San Francisco,
. CA 94103-2479

Date; June 22, 2017 . Reception:

Case No. Case No. 2017-004310GPR ‘ 415.558.6378
City lease of 170 9t Street Fax:

Block/Lot No.: 3509/008 415.558.6409 -

Project Sponsor:  John Updike ‘ Planning
San Francisco Real Estate Department information:
25 Van Ness Ave. Suite 400 i 415.558.6377
San Francisco, CA 94102

Applicant: Same as Above

Staff Contact: ~ . Maria De Alva ~ (415) 575-8729

: Maria.F DeAlva@sfgov.org
- Recommendation:  Finding the project, on balance, is in conformity with

the General Plan

Recommended <\

By: /6hnR‘ ai
PROJECT UPDATE - )

I In June 2017, the Planning Department was informed that -the Office of the Assessor-Recorder
will no longer be leasing this property located at 170 9% Street. Instead, the new Department of

- Homelessness and Supportive Housing (DHSH) will lease this property. The proposed use of
the approximately 25,500 in question as office space remains unchanged.

Director of Planning

This change has no significant impact on the previously issued General Plan Referral, and the
Project remains in conformity with the General Plan.

www.sfplanning.org



DEPARTMENT OF
 HOMELESSNESS AND
SUPPORTIVE HOUSING

June 19, 2017

% es B

Honorable Board of Supervisors - 5_% Py
City and County of San Francisco ' 3 = To
City Hall, Room 244 {’ D = ':, Q m
1 Carlton B. Goodlett Place | » : SRRV L
San Francisco, CA 94102 - : : o 0w
: e O9m
. — (€2 - L

Re: Lease for 170 9% Street ‘ E

o 2

Dear Board Members: o

Attached for your consideration is a Resolution authorizing the lease of approximately 25,125 square
feet at 170 9th Street for the Department of Homelessness and Supportive Housing (HSH).

HSH’s mission is to prevent homelessness and is to make homelessness rare, brief and one time in San
Francisco through the provision of coordinated, compassionate, and high-quality services. The
Department provides assistance and support to homeless youth, adults and families to help prevent and
end homelessness for as many people as possible. Services including homelessness coordinated entry
and assessment, prevention, diversion, street services, temporary shelter and housing.

HSH launched on August 15, 2016, brings together key homelessness programs and contracts from the
Department of Public Health (DPH), the Human Services Agency (HSA), the Mayor’s Office of
Housing and Community Development (MOHCD), and the Department of Children Youth and Their
Families (DCYF) into one consolidated department.

HSH has assembled employees from the above departments and added new positons for a total of 109
FTE city employees. In addition to the 109 FTE, HSH may also be providing office space to contract
staff from SF HOT and Project Homeless Connect. ‘

By Board of Supervisors Resolution 321-16, the Board authorized the purchase of 440 Turk Street, a
29,609 square foot property, for use by HSH. A purchase of 440 Turk was intended to solve the
administrative space needs of HSH but would not have addressed the service needs of the Homeless.

After further analysis and to better meet the Controller’s recommendations contained in their
“Redesigning the Homeless Outreach Téam (specifically in the areas of greater clarity in roles,
adjustments to work environments and improved communications with clients), HSH desires to now
use 440 Turk for client service needs and develop 440 Turk into a central public program resource
center with adjunct clinical uses. We believe that this use is better suited for a City owned facility and
440 Turk would work well for a resource center; clinic and a services hub for people experiencing
homelessness. 440 Turk will be the client-facing office for the Department.

I\Worlk\CDunn\71\7164 ASSR 170 9th St\Legislation\Legis Cover Letter HSH R3 clean.doc




To address the administrative space needs of the department, HSH is proposing a lease with the right to
purchase, of a 25,125 square foot facility at 170 9" Street. This facility, if approved by the Board,
would then house the 109 FTE staff in 4,484 square feet less space than previously approved for 440
Turk.

It is critical to note that leasing client-serving space is very challenging in San Francisco and thus the
purchase of 440 Turk Street offers an excellent opportunity to create a permanent, client-facing space
for HSH. 170 9% Street will provide the space needed for management and back-office functions.

The proposed lease is expected to commence upon April 1, 2018 and terminate 12 years later, subject
to City rights to extend the lease for two (2) five-year option period at 95% of the then fair market rent.

The proposed Base Rent is $104,687.50 monthly or $1,256,250 annually (or approximately $50.00 per
square foot). The Base Rent increases annually by 3% and the City is responsible for direct payment
or landlord reimbursement of all operating expenses, estimated to be $30,693.92 monthly

(approximately $14.66 per square foot annually). A summary of lease terms is attached as Attachment
#1.

Since the City would be making a substantial investment at 170 9% St, the Real Estate Division has
secured a First Opportunity to Purchase the Property.

Pursuant to the requirements of Administrative Code Chapter 23, Fair Market Rent was appraised at
$50.00 per square foot by Clifford Advisory, John C Clifford, MAI on May 10, 2017.

We recommend approval of the proposed lease. If you have any questions regarding the programs to
be located at the facility, please contact Gigi Whitley of our office at 252-3242. If you have any
questions regarding the proposed lease, please contact Charlie Dunn of the Real Estate Division at 554-
9861 or John Updike, Director, at 554-9860.

Respectfully

Director

- cc: John Updike, Director of Real Estate



File No. 170759
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: Michael E. Hornstein and Ellen F. Hornstein, as trustees for the Michael and Ellen Hornstein 1998

Revocable Trust (as to a 68% ownership of the Property), Jordan D. Hornstein, an individual owner (as to a 16% ownership of

the Property), held as his sole and separate property, and Emily F. Hornstejn (2ka Emily Levi), an individual owner (astoa
16% ownership of the Property) held as her sole and separate property (collectively "Landlord")

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) Michael E. Hornstein and Ellen F. Hornstem as trustees for the Michael and Ellen Hornstein 1998 Revocable Trust
(as to a 68% ownership of the Property), Jordan D. Hornstein, an individual owner (as to a 16% ownership of the
-Property), held as his sole and separate property, and Emily F. Hornstein (aka Emily Levi), an individual owner (as to
a 16% ownership of the Property) held as her sole and separate property
(2) None (3) Michael and Ellen Hornstein 1998 Revocable Trust (as to a 68% ownership of the Property)
(4) None
(5) None

Contractor address:
2628 Filbert Street, San Francisco, CA 94123

Date that contract was approved: s Amount of contract:
$17,828,725.60 over 12 years

Describe the nature of the contract that was approved:
Lease of 25,125 sf at 170 9th St for Department of Homelessness and Supportive Housmg

Comments:

This contract was approved by (check applicable):
O the City elective officer(s) identified on this form (Mayor, Edwin Lee)

O a board on which the Clty elective officer(s) serves _San Francisco Board of Supervisors
Print Name of Board

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

Print Name of Board

Filer Information (Please print clearly.)

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

Address: E-mail:

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

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

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






