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FILENO. 171199 RESOLUTION NO.

[Real Property Lease, Access License and Access Easerﬁent - State of California Department
of Transportation - Property Near Cesar Chavez and Indiana Streets Islais Creek Motor
Coach Operation and Maintenance Facility - $191,240 Initial Annual Rent]

Resolution authorizing an Airspace Lease for approximately 63,747 square feet of land
under the Highway 280 freeway structure hear Cesar Chavez and Indiana Streets
(Leasé Parcel) for the Islais CreekAMotor Coach Operation and Maintenance Facility
(Bus Facility) with the State of California, acting by and through its Department of
Transportation (Caltrans), at an initial term of 50 years with two 15-year extension
options and an initial annual rent of $191,240 with 3% annual increases and subject to
certain fair market rent adjﬁstments; authorizing an Indiana Street Access License
Agreement (License Agreement) for Caltrans access over the Bus Facility from indiana
Street to the Lease Parcel during the Airspace Lease term or any later date allowed
under the License Agreement; authorizing a Cesar Chavez Access Easement
Agreement (Easement Agreement) for Caltrans access over a 2,098 square foot portion
of the Bus Facility from Cesar Chavez Street to the Lease Parcel after the License
Agreement terminates; affirming the Planning Department’s determination under the
California Environmental Quality Act; and finding the Airspace Lease, Easement
Agreement and License Agreement are in conformance with the General Plan, and the

eight priority policies of Planning Code, Section 101.1.

WHEREAS, The Board of Supervisors approved the construction of, and acquisition of
property for, the Islais Creek Motor Coach Operation and Maintenance Facility at the

intersection of Cesar Chavez and Indiana Streets (Bus Facility) under Resolution No. 243-90,

Supervisor Cohen
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adopted on April 6, 1990, a copy of which is on file with the Clerk of the Board of Supervisors
in File No. 84-90-1 (PrOJect Resolution); and
WHEREAS In 1999, the San Francisco Mumcnpal Transportatlon Agencv (SFMTA)

began negotiations with the State of California acting by and throu_gh its Department of

Transportation (Caltrans) to acquire Caltrans property that was comprised of approximately

two and one-half acres and needed for the Bus Facility-(Combined Caltrans Property); and
WHEREAS, The SFMTA and Caltrans did not agree to final acquisition terms when the
SFMTA was ready to construct the Bus Facility in 2007, so Caltrans granted the SEMTA a no

~ fee Right of Entry effective as of January 31, 2007 (Right of Entry), to allow the SFMTA to

construct portions of the Bus Facility on the Combined Caltrans Property subject to the
parties’ good faith obligation to negotiate final acquisition terms; and "

WHEREAS, Caltrans agrees to lease the Lease Parcel, which is comprised of an
approximate 63,747 square foot'portion of the Combined Caltrans Property, to the City and
County of San Francisco (City) under the Airspace Lease a copy of which is on file with the
Clerk of the Board of Superwsors |n File No. / 7// ?9 for an initial annual rent of $191,240,
with annual 3% increases and subject to a fair market rate adjustment no more than once
every ten years after the eleventh lease year; and _

WHEREAS, The Airspace Lease includes one payment for the SFMTA's use of the
Lease Parcel between January 31, 2007, and the Airspace Lease commencement date ata |
rate of $.25 per square feet per month with interest calculated at a rate equal to the .California
Surplus Money Investment Fund (estimated to be $2,191,080.40 if the commencement date is|.
December 1, 2017), as required by the Right of Entry; and

WHEREAS, Under a San Francisco Bay Conservation and DeVeIopment Commission
permit, Caltrans must make approximately 2,591 square feet of the Lease Parcel available to

the City at no charge for public access purposes, and the SFMTA commissioned an appraisal |

Supervisor Cohen
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in May 2014 to determine the fair market rent for the remainder of the Lease Parcel, a copy of
which is on file with the Clerk of the Board of Supervisors in File No. / 74/ 97 (2014
Appraisal); and

WHEREAS, The 2014 Appréisal determined the fair mérket rent for the remainder of
the Lease Parcel was $.25/square foot/month: and |

WHEREAs; The City's Director of Property confirmed the 2014 Appraisal and current
San Francisco Port lease rates for similar property are available and relevant data to
determine the proposed Airspace Lease rent terms are no greater than Market Rent, as
defined in Administrative Code, Section 23.2; and

WHEREAS, Caltrans agrees to sell the remaining portlon of the Comblned Caltrans
Property, comprised of approximately 48,177 square feet (Fee Parcel), to the City under an
Agreement for Purchase and Sale of Real Estate and Grant of Access Easement and Access |
License, a copy of which is on file with the Clerk of the Board of Supervisors in File No.
(F“SA), for $1,150,000 and interest on such amount calculated at a rate equal to the California
Surplus Money Investment Fund from January 31, 2007, through the Fee Parcel closing date
(estimated to be $1,328,184.89 if the closing.datie is December 1, 2017), as required under
the Right of Entry; and

WHEREAS, The Fee Parcel is subject to a Caltrans power of termination if it is-not

-used for a public purpose for at least 15 years following the Fee Parcel closing date under

Director's Deed for DD-030660- 01-02, a copy of which is on flle with the Clerk of the Board of

‘Superwsors in File No. (Director's Deed); and

WHEREAS, The SFMTA intehds to use the Fee Parcél for the Bus Facility, which is a
public purpose; and
WHEREAS, The PSA conditions the Fee Parcel sale on the City granting Caltrans a

license under the License Agreement, a copy of which is on file with the Clerk of the Board of

Supervisof Cohen '
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Supervisors in File No. ___ , for access between the Lease Parcel and Indiana Street
over a SFMTA-designated route on the Bus Facility during the term of the Airspace Lease, as
may be extended under the terms of the License Agreement; and

’ WHEREAS, The PSA conditions the Fee Parcel sale on the City granting Caltrans a
permaneht easement under the Easement Agreement, a copy of which is on file with th_e Clerk
of the Board of Supervisors in File No./ J// 5’2 , for access between the Lease Parcel and
Cesar Chavez Street over a 2,098 square foot portion of the Bus Facility after the License
Agreement expires; and |

WHEREAS, Caltrans has an existing access easement for freeway maintenance

purposes, which is comprised of approximately 17,197 square feet and located along the
northern boundary of Bus Facility and on adjacent City property, a copy of which is on file with
the Clerk of the Board of Supervisors in File No. (1962 Easement), and is reserving
a floating access easement over the Fee Parcel under the Director's Deed (Floating
Easement); and

WHEREAS, Caltrans agrees to terminate the 1962 Easement and the Floating

Easement if City enters into the License Agreement and the Easement Agreemeht, as set

forth in the Easement Agreement; and ' , A
WHEREAS, The SFMTA Board of Directors has the authority to approve the purchase
the Fee Parcel under Section 8.A.102 of the City’s Chaﬁer, but the Board of Supervisors must
approve City’s execution of the License Agreement and the Easement Agreement that are
required as a condition of closing under the PSA; and
WHEREAS, The City’'s Director of Property determined that no fair market va'lue
determination is required for the Easement Agreement under Administrative Code, Section

23.3 because it is being granted as a condition to Caltranis’ sale of the Fee Parcel and in

Supervisor Cohen
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consideration of Caltrahs terminating the Floating Easement over the Fee Parcel and the
1962 Easement over the Bus Facility and adjacent City prbperty; and
| WHEREAS, The City’s Director of Property determined that no Market Rent

determination is needed for the Licénse Agreement under Administrative Code Section 23.30
because it is being granted as a condition té Caitrans’ sale of the Fee Parcel and in
consideration of Caltrans terminating the 1962 Easement and the Floating Easement; and

WHEREAS, The SFMTA Board of Directors appro_véd the Airspace Lease, the PSA,
the License Agreement, and the Easement Agreement under SFMTA Board Resolution No.
170919-117, adopted on September 19, 2017, a copy of Which is on file with the Clerk of the
Board of Supervisors in File No. / 7// 9% : and |

WHEREAS, Under the Project Resolution, the Board of Supervisors adopted the
findings in final negative declaration 88.700E for the construction of and acquisition of .
property for the Facility, which was adopted by the City’s Planning Commission on June 20,
19809; and . ‘

WHEREA_S, On August 15, 2017, the SFMTA's Environmental Review Team

determined no new facts or circumstances require additional environmental review for the

. Airspace lLease, the License Agreement, or the Easement Agreement under the Califorhia

Environmental Quality Act (California Public Resources Code, Sections 21000 et seq.), a copy
of which determination is on file with the Clerk of the Board of Supervisors in File No.
v, and the Board of Supervisors affirms and relies on such determination; and
WHEREAS, Under a General Plan Referral dated October 11, 2017, a copy of which is
on file with the Clerk of the Board of Supervisors in File No. / _7// 79'7 , the City’s Planning
Department determined the Airspace Lease, the License Agreement, and the Easement
Agreement are in conformity with the General Plan, and the eight priority policies under

Planning Code Section 101.1; now, therefore, be it

Supervisor Cohen
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RESOLVED, That the Board of Supervisors finds the Airspace Lease, the License

| Agreement, and the Easement Agreement are in conformity with the General Plan, and the

eight priority policies under Planning Code, Section 101.1; and, be it

FURTHER RESOLVED, That the Board of Supervisors authorizes the SFMTA Director
of Transportation to execute the Airspace Lease and the License Agreement, to exercise the
extension options under the Airspace Lease, and to enter into any amendments or |
modificaﬁons to the Airspace Léase or the License Agreement (including without limitation the
exhibits) that the SFMTA Director of Transportations determines, in consultation With the City
Attorney, are in the best interest of the City, do not materially increase the obligations or
Iiabilities‘of the City, do not materially decrease the b‘enefits to the City, or are necessary or
advisable to effectuate the purposes of the Airspace Lease, the License Agreement, or this
resolution, and are in compliance with all applicable laws, including City's Charter; and, be it

FURTHER RESOLVED, That the Board of SupeNisbrs authorizes the SFMTA Director
of Transportation and the Director of Property to execute the Easement Agreement and to
enter into any amendments or modifications to the Easement Agreement {(including without
limitation the exhibits) that they determine, in consultation with the City Attorney, are in the

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

“not materially decrease the benefits to the City, or are necessary or advisable to effectuate

the purposes of the Easement Agreement or this resolution, and are in compliance with all
applicable laws, including City's Charter; and, be it; and, be it

- FURTHER RESOLVED, That within 30 days of the full execution of the Airspace
Lease, the License Agreement, and the Easement Agreement, the SFMTA Directot of

Transportation shall provide a copy of the executed Airspace Lease, License Agreement, and

Easement Agreement to the Clerk of the Board for the Board's file.

Supervisor Cohen’
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BUDGET AND FINANCE COMMITTEE MEETING " DECEMBER 7, 2017

tem17 ', Department: ‘
File 17-1199 San Francisco Municipal Transportation Agency (SFMTA)

EXECUTIVE SUMMARY -

Legislative Objectives ‘

* Resolution to (i) authorize an Airspace Lease for 63,747 square feet under Highway 280 at
Cesar Chavez and Indiana Streets (Lease Parcel) for the Islais Creek Motor Coach
Operation and Maintenance Facility (Bus Facility) with the State of California acting by and
through its Department of Transportation (Caltrans) at an initial term of 50 years with two
15-year extensions for an initial annual rent of $191,240 with 3% annual increases and
subject to fair market rent adjustments; (ii) authorize an Indiana Street Access License
Agreement (License Agreement) for Caltrans’ access over the Bus Facility from Indiana
Street to the Lease Parcel during the Airspace Lease term; (iii) authorize a Cesar Chavez
Access Easement Agreement (Easement Agreement) for Caltrans access over a 2,098
'square foot portion of the Bus Facility from Cesar Chavez Street to the Lease Parcel after
the License Agreement terminates; (iv) affirm the Planning Department’s determination
under the California Environmental Quality Act; and (v) find the Airspace Lease, Easement
Agreement and License Agreement are in conformance with the General Plan and the
eight priority policies of Planning Code Section 101.1.

Key Points

* The SFMTA'’s Islais Creek Bus Facility totals approximately 8.47 acres. The SFMTA currently
owns 5.84 acres. The remaining 2.63 acres are owned by Caltrans. On September 19,
2017, SFMTA approved purchasing 48,177 square feet (1.11 acres) of property from
Caltrans for $1,150,000, which is not subject to Board of Supervisors approval.

Fiscal Impact ‘

e Based on $0.25 per square foot per month, the monthly rent will be $15,937 or $191,241
the first year. Over the initial ten-year term, SEMTA will pay Caltrans $2,192,364.

* SFMTA will also make a one-time payment to Caltrans for SFMTA’s use of the lease parcels
from January 31, 2007 through the commencement of this lease on January 1, 2018 for an
estimated total one-time cost of $2,193,006, including interest.

‘Recommendations

* Amend the proposed resolution as requested by the SFMTA on page 1, lines 2 and 9 and
page 2, line 15 from $191,240 to $191,241, to be consistent with the lease. ‘

e Amend the proposed resolution on page 2, line 21 to change the $2,191,080 total cost if
the commencement date is December 1, 2017 to an estimated $2,193,006 based on an
estimated commencement date of January 1, 2018.

* Amend the proposed resolution on page 3, line 16 to change $1,328,185 if the closing is
December 1, 2017 to $1,318,931 based on a closing date of December 31, 2017.

* Authorizing the SFMTA Director of Transportation {on page 6, lines 5 and 6) to have
approval of the two 15-year lease extensions, rather than making such lease extensions
subject to Board of Supervisors approval, is a policy decision for the Board of Supervisors.

* Approve the proposed resolution, as amended.

SAN FRANCISCO BOARD OF SUPERVISORS ' BUDGET AND LEGISLATIVE ANALYST
' : 24



BUDGET AND FINANCE COMMITTEE MEETING DECEMBER 7, 2017

MANDATE STAT_EMENT

City Charter Section 9.118(b) states that any contract or agreement entered into by a City
department, board or commission that has a term of ten years or more or requires
expenditures of $10 million or more is subject to Board of Supervisors approval.

Under City AdministratiVe Code Section 23.27, if a lease requires Board of Supervisors approval
where the City is the tenant, the Director of Property shall determine the market rent of the
lease based on a review of available and relevant data, before adoptiocn.

BACKGROUND

In April 1990, the Board of Supervisors approved the acquisition of property and construction of
the Municipal Railway’s (Muni) Islais Creek Motor Coach Operation and Maintenance Facility
(1slais Creek Bus Facility) at the intersection of Cesar Chavez and Indiana Streets (Resolution No.
243-90). As shown in Table 1 below, the City, through Muni, acquired a total of 254,470 square -
feet (5.84 acres) of pjroperty from the Granex Corporation, San Francisco Public Utilities
Commission (SFPUC) and San Francisco Port (SF Port) from 1990 to 2007 for a total cost of

$5,164,205.

Table 1: Acquisition of Properties for Islais Creek Bus Facility

Acquired From Purchase Date Area in Square Purchase Price
. Feet/(Acres)"
Granex Corporation May, 1990 170,170/(3.90) $4,761,150
SFPUC | February, 1998 61,775/(1.42) . 207,775°
SFPUC March, 2005 14,925/(0.34) 195,280
SF Port August, 2007 7,600/(0.17) A N/A?
Total 254,470/(5.84) $5,164,205

However, the Islais Creek Bus Facility totals approximately 8.47 acres. As summarized in Table 1
above, the City, through the San Francisco Municipal Transportation Agency (SFMTA), currently
owns 5.84 acres (254,470 square feet). The remaining approximately 2.63 acres (114,515
square feet), which includes 2.44 acres of bus parking and 0.18 acres of open space, are
currently owned by the California Department of Transportation (Caltrans). A map of the Islais
Creek Bus Facility is shown on the following page. ‘ ’

In 1999, the SFMTA began negotiations with Caltrans, which was reluctant to sell or lease their
adjacent parcels. After many years of appraisals and negotiations, in January 31, 2007, Caltrans
granted the SFMTA a no-fee Right of Entry to allow SFMTA to commence construction of the

* One acre equals 43,560 square feet.

2 purchase price based or historic cost to SEPUC from December 1973 for 51,600 square feet and from June 1988
for 10, 175 square feet.

3 Based on SEMTA-Port MOU #14383, for SFMTA to install and maintain improvements on Port property.

SAN FRANCISCO BOARD OF SUPERVISORS » BUDGET AND LEGISLATIVE ANALYST
- 25
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Islais Creek Bus Facility®, subject to both parties good faith obligation to negotiate final
acquisition and lease of the property. Caltrans was not willing to sell their portion. of the
property under State Highway 280, which required easement access to maintain the freeway.”

Phase | construction of the Islais Creek Bus Facility occurred from February 2011 through
October 2013 and currently includes a bus coach fuel and wash building and an administrative
annex building at 1301 Cesar Chavez Street. Phase Il construction of a new 65,000 square foot
maintenance and operations building will include bus maintenance bays, parts storage, offices,
showers, locker rooms, training space and a community room. Phase Il construction began
February 2014 and is anticipated to be open for service in June 2018. The Islais Creek Bus
Facility will have a capacity of 104 60-foot and 20 40-foot hybrid motor coaches.

Map: Islais Creek Bus Facility
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* In 2004, the Board of Supervisors authorized the City Attorney to commence eminent domain proceedings
against Caltrans for the subject property (Resolution 04-048). Ultimately, the City dropped the eminent domain
proceedings and Caltrans granted the SFMTA a Right of Entry to allow construction to proceed.

® In 1962, the Western Pacific Railroad Company and Caltrans entered into an easement agreement to provide
access for Caltrans for freeway maintenance purposes on approximately 17,197 square feet on the northern
boundary of this property. In 1988 the City acquired this strip of land from Western Pacific Railroad Company,
subject to the 1962 easement, which is now under SFMTA’s jurisdiction. This SEMTA acquisition is included in Table
1 above, as part of the SFMTA's acquisition of the SFPUC’s property.

SAN FRANCISCO BOARD OF SUPERVISORS - BUDGET AND LEGISLATIVE ANALYST
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On September 19, 2017, the SFMTA Board approved the purchase of approximately 48,177
(1.11 acres) square feet of property from Caltrans to SFMTA (Agreement for Purchase and Sale
of Real Estate and Grant of Access Easement and Access License) for $1,150,000, including
additional retroactive interest from January 31, 2007, as provided by the Right of Entry
agreement (SFMTA Resolution No. 170919-117). This purchase includes the Open Space Parcels
shown on the map for $1, for public access purposes. This purchase and sale agreement is not
“subject to Board of Supervisors approval because in accordance with Section 8.A.102 of the
City’s Charter, SFMTA has exclusive authority over acquisition, construction, management,
supervision, maintenance, operation and use of all its property and assets and the subject
acquisition is less than the Board of Supervisors Charter mandated threshold of $10 million.

However, this purchase and sale agreement requires approval of a (a) Lease Agreement for the
adjacent parcel of land under Highway 280, (b) License Agreement, to permit Caltrans to access
a portion of this property from Indiana Street to the lease parcel during the proposed lease
term, and an (c) Easement Agreement, to grant Caltrans a permanent easement to access a
portion of this property from Cesar Chavez Street to the lease parcel after the License
Agreement expires. The Lease, License and Easement Agreements are subject to Board of
Supervisors approval because they will extend for longer than ten years. 4

| DETAILS OF PROPOSED LEGISLATION - - . =

The proposed resolution would authorize the following:

(i) Airspace Lease for approximately 63,747 square feet of land under the Highway 280

- freeway structure near Cesar Chavez and Indiana Streets (Lease Parcel) for the Islais

Creek Motor Coach Operation and Maintenance Facility (Islais Creek Bus Facility)

with the State of California acting by and through its Department of Transportation

(Caltrans) at an initial term of 50 years with two 15-year extension options and an

initial annual rent of $191,2406 with 3% annual increases and subject to certain fair
market rent adjustments;

(i) Indiana Street Access License Agreement for Caitrans’ access over the Bus Facility
from Indiana Street to the Lease Parcel during the Airspace Lease term or any later
date allowed under the License Agreement;

(iii) Cesar Chavez Access Easement Agreement for Caltrans’ access over a 2,098 square
foot portion of the Bus Facility from Cesar Chavez Street to the Lease Parcel after
the License Agreement terminates;

(iv) Planning Department’s determination under the California Environmental Quality
Act (CEQA); and

(v) Conformance with the General Plan and the eight priority policies of Planning Code
Section 101.1.

® The proposed lease between the SFMTA and Caltrans specifies an initial annual rent of $191,241. Therefore, the
SFMTA requests that the proposed resolution be amended on page 1, lines 2 and 9 and page 2, line 15 from
$191,240 to $191,241, to be consistent with the lease.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Airspace lLease

As summarized in Table 2 below, the proposed lease between Caltrans, as the landlord, and
SFMTA, as the tenant, would extend for 50 years, with two 15-year extension options, or a total
of up to 80 years. Under the proposed resolution on page 6, lines 5 and 6, the Board of
Supervisors would authorize the SFMTA Director of Transportation to exercise both 15-year
lease extensions, which would otherwise be subject to Board of Supervisors approval. Approval
of this authorization to the SFMTA Director of Transportation is a policy decision for the Board
of Supervisors.

This approximately 63,747 square foot parcel to be leased is located under Highway 280, near
Indiana and Cesar Chavez Streets and would be used to park and store public transportation
and related vehicles. Based on $0.25 per square foot per month, the minimum monthly rent
will be $15,937 or $191,241 the first year. Included in both the purchase and lease is the s1
Open Space Parcels.

Table 2: Summary of Proposed Airspace Lease

Premises ‘ 63,747 square feet

Term 50 years, commencing January 1, 2018’
Options to ' .

Extend Two, 15-Year options
One-time

Retroactive $2,193,006°

Payment

Initial Annual

Rent (rate psf) $191,241 ($3.00 psf)

A |

nnual Rent 3% annually
Increases
Fair Market
Rent No more than every ten years
Adjustments
Public Access 2,591 square feet at $1 per year

Maintenance SFMTA to maintain/repair 2,594 sf bike path and
Requirements ' 20,925 sf of adjoining open space

Source: Proposed Resolution and Caltrans Airspace Lease

Currently, the proposed resolution assumes a December 1, 2017 start date, which will be amended.

® This amount assumes a rate of $.25 per square foot per month for SFMTA's use of the lease parcel from January
31, 2007 through December 31, 2017 (rather than November 30, 2017), with the interest calculated at a rate equal
to the California Surplus Money Investment Fund, as specified in the Right of Entry agreement.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Indiana Street Access License Agreement

Under -the previously executed 1962 Easement, Caltrans currently has a 41’ wide access
easement along the length of the northern boundary from Cesar Chavez Street to the subject
lease parcels for highway maintenance purposes. Both the previous 1962 Easement and a
Floating Easement’ will terminate if the City approves the subject License Agreement and
Easement Agreement. The Caltrans parcel being purchased by the City does not connect to a
public street. With the sale of their parcels to SFMTA and a new lease, Caltrans feared losing
access between these parcels and the public street for various highway maintenance purposes.
The proposed non-exclusive license agreement would provide Caltrans with access to the lease
parcels from Indiana Street during the term of the lease, or up to 80 years.

As specified in the access license agreement, Caltrans is limited to a path designated by the
SEMTA lIslais Creek Facility Superintendent. This License Agreement terminates when the lease
terminates. There are no costs or fees associated with this license agreement.

Cesar Chavez Access Easement Agreement

When the Caltrans-SFMTA lease expires, the above-noted Indiana Street Access License
Agreement will"also expire. Then, the subject Cesar Chavez Access Easement Agreement will go
into effect to allow Caltrans access to the highlighted Future Easement Area shown on the
above map. This Easement Agreement will then extend in perpetuity, unless both parties agree
to terminate it. This non-exclusive Easement Agreement prevents Caltrans from using this
Future Easement Area until the Indiana Street Access License Agreement expires. Under these
agreements, SFMTA can use the Future Easement Area for any purpose, provided that SFMTA
removes any improvements installed on the Future Easement Area if it interferes with Caltrans’
easement rights. There are no costs or fees associated with this easement agreement.

CEQA and Planning Department determinations

On August 15, 2017, SFMTA’s Environmental Review Team determined that the findings in the
final negative declaration adopted by the City Planning Commission in June 1989 and Board of
Supervisors in April 1990 (Resolution No. 243-90) for the acquisition of the subject property and
construction of Municipal Railway (Muni) Bus Facility were sufficient such that no new
circumstances require additional environmental review. On October 11, 2017, the City’s
Planning Department determined the subject Airspace Lease, License Agreement and Easement
Agreement are in conformity with the City’s General Plan and the eight priority policies under
Planning Code Section 101.1.

® A Floating Easement, which is an access easement without a fixed location, is included in the purchase and sale
agreement for the adjacent Caltrans property. If the subject Indiana Street Access License Agreement is approved,
which establishes a fixed access easement over a smaller portion of the Islais Creek bus yard, the Floating
Easement will terminate. ' '

SAN FRANCISCO BOARD OF SUPERVISORS ' ~ BUDGET AND LEGISLATIVE ANALYST
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FISCAL IMPACT

" According to Mr. John Updike, the Director of Property, neither a fair market value
determination was required for the subject Easement Agreement nor a Market Rent
determination was required for the subject License Agreement, because these are being
granted as a condition of the Caltrans’ sale of the adjacent property and in consideration of
terminating the 1962 Easement and Floating Easement.

Appraisal of Fair Market Vaiue

In May 2014, David Tattersall & Co. prepared an appraisal report to estimate the market value
and market rental value of the subject Islais Creek property to be leased based on its highest
and best use. This 2014 appraisal reflected market rental values of $0.18 to $0.25 per square
foot per month for the subject parcel. According to the SFMTA, recent comparable lease rental
rates on nearby Port and Caltrans properties were also analyzed by two licensed real estate
brokers in SFMTA’s Real Estate Division. The SFMTA negotiated a proposed rental rate
beginning at $0.25 per square foot per month based on these comparable leases. Mr. Updike
confirms that the proposed rate is not greater than the current fair market rate, based on his
analysis of the 2014 appraisal, Port lease rates and other comparable rentals.

Ongoing Lease Costs

As shown in Table 3 below, based on an initial rate of $0.25 per square foot per month and
increasing at three percent annually, SFMTA will pay Caltrans $2,192,364 in rent over the initial
ten-year term of the lease.

Table 3: First Ten-Year Costs by Year under Proposed Lease

Square Foot/

_ Contract Year Month Monthly Rent  Annual Rent
1 $0.2500 $15,937 $191,241
2 ' 0.2575 16,415 . 196.978
3 0.2652 16,908 202.888
4 0.2732 17,415 208,974
5 0.2814 : 17,937 215,243
6 0.2898 18,475 221,701
7 0.2985 19,030 228,352
8 0.3075 19,601 235,202
9 0.3167 20,189 242,258
10 0.3262 20,794 245,526

Total $2,192,364

The proposed lease would extend for 50 years, with two 15-year extension options, or a total of
up to 80 years. Under the proposed lease terms, Caltrans would have the right to readjust the
rent to appraised fair market value not more than once very ten'years, after the initial ten year
term. Therefore, the total amount of rent to be paid by SFMTA to Caltrans over the life of the
lease cannot be determined at this time.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Additional One-Time Payment to Caltrans

In addition, SFMTA would make a one-time payment to Caltrans for SFMTA’s use of the lease
parcels from January 31, 2007, when SFMTA gained access to the parcels under the Right of
Entry agreement, through the commencement date of the subject lease at a rate of $0.25 per
square foot per month plus interest’®, The SFMTA advises that paying this lease rate and
interest dating back to January 31, 2007 was based on a negotiated settlement with Caltrans.
The proposed resolution could be approved by the Board of Supervisors in December 2017,
such that the subject lease could commence on January 1, 2018. However, the.proposed
resolution on page 2, line 21 estimates a commencement date of December 1, 2017 for an
estimated total cost of $2,191,080. Page 2, line 21 of the proposed resolution should be
amended to reflect a projected commencement date of January 1, 2018 for an estimated total
one-time fee and interest expense of $2,193,006™.

In addition, the proposed resolution on page 3, line 16 assumes an estimated total fee parcel
amount of $1,328,185 based on an estimated closing date of December 1, 2017. This should be
amended to reflect an estimated closing date of December 31, 2017 and an estimated total fee
parcel amount of $1,318,931%%. .

The $2,193,006 rent past due and interest expense plus the $95,620 initial six months of this
lease from January 1, 2017 through June 30, 2018, for a total cost of $2,288,626 would be
funded by the Islais Creek Facility capital project budget. The SFMTA recently approved
purchasing an adjacent parcel from Caltrans for $1,150,000, which will also be funded from the
Islais Creek Facility capital project budget, for total expenditures of $3,607,557 ($1,318,931 +
$2,288,626). The SFMTA currently has $4,000,000 budgeted in the Islais Creek Facility capital
project budget. Future year lease expenses would be funded through the SEMTA’s annual
operating budget.

POLICY CONSIDERATION -

On October 31, 2007, the Dogpatch Neighborhood Association sent a letter to Supervisor Malia
Cohen requesting the Board of Supervisors assistance in securing SFMTA’s obligation to the
Dogpatch/Potrero Hill community regarding a public park and community facilities at Islais
Creek. Specifically, the Dogpatch Neighborhood Association requested that SFMTA (1) fulfill its
obligation for funding a public use community room and second floor viewing area, (2) restore
and care for the adjacent public park, (3) provide signage and public parking for cars and
bicycles. The SFMTA advises that an Islais Creek Space Planning Working Group will meet to
discuss these issues. However, SFMTA also advises that the public use community room and
viewing area will be reviewed in relation to the SFMTA’s need for security and safety at the
islais Creek Bus Facility, which must operate and maintain bus services 24 hours a day.

10| terest is calculated at a rate equal to the California Surplus Money Investment Fund.
1 This amount includes total rent of $2,103,651 for ten years, plus estimated interest expense of $89,355.
12 this amount includes the purchase price of $1,150,000 and estimated interest expense of $168,931.
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BUDGET AND FINANCE COMMITTEE MEETING : " DECEMBER 7, 2017

RECOMMENDATIONS ’ : ' .

1. Amend the proposed resolution as requested by the SFMTA on page 1, lines 2 and 9 and
page 2, line 15 from $191,240 to $191,241 to be consistent with the lease.

2. Amend the proposed resolution on page 2, fine 21 to change the $2,191,080 total cost if
the commencement date is December 1, 2017 to an estimated $2,193,006 based on an
estimated commencement date of January 1, 2018.

3. Amend the proposed resolution on page 3, line 16 to change $1,328,185 if the c'Iosing is
December 1, 2017 to $1,318,931 based on a closing date of December 31, 2017.

4. Authorizing the SFMTA Director of Transportation {on page 6, lines 5 and 6) to have
approval of the two 15-year lease extensions, rather than making such lease extensions
subject to Board of Supervisors approval, is a policy decision for the Board of
Supervisors.

5. Approve the proposed resolution, as amended.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Attachment 1: Islais Creek Site Ownership Map
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~ Attachment 2: SFMTA Board Calendar Item and Resolution, September 19, 2017



THIS PRINT COVERS CALENDAR ITEM NO. : 10.3

SAN FRANCISCO
MUNICIPAL TRANSPORTATION AGENCY

DIVISION: Finance and Information Technology

BRIEF DESCRIPTION:

Authorize the Director of Transportation to execute an Agreement for the Purchase and Sale of
Real Estate (PSA) with the State of California, by and through its Director of Transportation
(Caltrans), to purchase Caltrans property near the intersection of Indiana and Cesar Chavez
Streets, and to approve and recommend approval to the Board of Supervisors that the Director of
Transportation enter into (1) an Airspace Lease (Lease) with Caltrans for Lease Area No. 04-SF-
280-08 (Lease Parcels) for a 50-year term, plus two 15-year extension options, (2) an Indiana
Street Access License Agreement (Access License) for Caltrans access from Indiana Street to the
Lease Parcels during the Lease term, and (3) a Cesar Chavez Access Easement Agreement
(Easement) for Caltrans access from Cesar Chavez Street to the Lease Parcels after the Lease
terminates.

SUMMARY:

" o The SFMTA currently uses 2.44 acres of Calirans property for its Islais Creek Motor Coach
Operation and Maintenance Facility

e The SFMTA and Caltrans negotiated a PSA for 1.11 acres of the Caltrans property for
$1,150,000, plus interest. / ' '

e The SEMTA and Caltrans negotiated a Lease for approximately 1.46 acres of the Caltrans
property, with proposed monthly rent of $0.25 per sq.ft., with 3% annual increases, and .
appraised rental value adjustments

e The Lease requires approval by the Board of Supervisors.

e Caltrans requires public street access to the Lease Parcels and its freeway structures and
supports. The Access License Agreement provides such access during the Lease term.

ENCLOSURES:
1. SFMTAB Resolution
2. Map of Islais Creek Facility
3 TFinal Notice of Determination of a Mitigated Negative Declaration
4. Agreement for the Purchase and Sale of Real Estate between Caltrans and City
5. Airspace Lease Agreement between Caltrans and City
6. Indiana Street Access License Agreement
7. Cesar Chavez Access Easement Agreement
APPROVALS: ‘ DATE
. S A 9/12/2017
DIRECTOR .
9/12/2017
SECRETARY

ASSIGNED SFMTAB CALENDAR DATE: September 19, 2017
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PURPOSE

Authorize the Director of Transportation to execute an Agreement for the Purchase and Sale of
Real Estate (PSA) with the State of California, acting by and through its Director of
Transportation (Caltrans), to purchase Caltrans property near the intersection of Indiana and
Cesar Chavez Streets (portion of APN 43 82-003), and to approve and recommend approval to
the Board of Supervisors that the Director of Transportation enter into (1) an Airspace Lease
(Lease) with Caltrans for Lease Area No. 04-SF-280-08 (Lease Parcels) for a 50-year term, plus
two 15-year extension options, (2) an Indiana Street Access License Agreement (License
Agreement) for Caltrans’ access from Indiana Street to the Lease Parcels during the Lease term,
and (3) a Cesar Chavez Access Easement Agreement (Easement) for Caltrans’ access from Cesar
Chavez Street to the Lease Parcels after the Lease terminates.

STRATEGIC PLAN GOALS AND TRANSIT FIRST POLICY PRINCIPLES
This item will meet the following goals and objectives of the SEMTA FY2013-18 Strategic Plan:

Goal 1:  Create a safer transportation experience for everyone:
Objective 1.3 Iniprove the safety of the transportation System.

Goal 2: Make transit, walking, bicycling, taxi, ridesharing & car-sharing the preferred means of
travel:
Objective 2.2 Improve transit performance.

Goal 3: Improve the envirénment and quality of life in San Francisco.
Objective 3.2 Increase the transportation system’s positive impact to the economy.
Objective 3.3 Allocate capital resources effectively.
Objective 3.4 Deliver services efficiently.

Goal 4: Create a workplace that delivers outstanding service:
Objective 4.2 Create a collaborative and innovative work environment.

This item will support the following Transit First Policy Principles:

Transit First Policy Principle 1: To ensure quality of life and economic health in San
Francisco, the primary objective of the transportation system must be the safe and
efficient movement of people and goods.

Transit First Policy Principle 9: The ability of the City and County to reduce traffic
congestion depends on the adequacy of regional public transportation: The City and
County shall promote the use of regional mass transit and the continued development of
an integrated, reliable, regional public transportation system.
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DESCRIPTION

The Islais Creek Motor Coach Operation and Maintenance Facility (Islais Creek Facility) is
located at the corner of Cesar Chavez and Indiana Streets, with a capacity of 104 60-foot and 20
40-foot hybrid motor coaches. The Phase I fuel and wash buildings are in service; the Phase I
maintenance portion is under construction with an in-service date of December 2017. The
SFMTA’s newest division, the Islais Creek Facility is an essential part of the SEMTA’s
portfolio, providing updated maintenance capability to SFMTA’s expanding hybrid motor
coach fleet to assist in meeting increasing ridership projections.

The Islais Creek Facility occupies 8.47 acres (including 0.18 acres of open space), of which the
City owns and the SFMTA has jurisdiction over 5.84 acres. The remaining approximately 2.63
acres (2.44 acres of bus parking area and 0.18 acres of open space) below and adjacent to I-280
are currently owned by Caltrans. A map of the Islais Creek Facility highlighting the Caltrans
property is included as Enclosure 2.

‘ . Beginning in 1999, the SFMTA and Caltrans discussed and negotiated the purchase of the

Caltrans property for the Islais Creek Facility. No agreement was reached through March 2004,
when Islais Creek construction was scheduled to commence. To avoid delays in constructing the
Islais Creek Facility, on April 4, 2004, the SFMTA Board approved Resolution 04-048 urging
the Board of Supervisors to adopt a Resolution of Necessity (RON) authorizing and directing the
City Attorney to commence eminent domain proceedings against Caltrans for the Caltrans
property. After further discussions with Caltrans, the SFMTA decided not to pursue eminent
domain and Caltrans instead granted the SFMTA a Right of Entry (ROE) dated February 5,
2007, to allow construction to proceed on the Caltrans property as of January 31, 2007.

Although the SFMTA has been able to use the Caltrans property under the ROE since January
31, 2007, the ROE required that the SFMTA and Caltrans negotiate in good faith for the
SFMTA’S purchase of portions of the Caltrans property and lease the remainder. Negotiations
have been ongoing since then.

The map shows the portion of Caltrans property (Fee Parcels) that Caltrans will sell to the
SFMTA pursuant to the Agreement for the Purchase and Sale of Real Estate (PSA), and the
portion of Caltrans property (Lease Parcels) that Caltrans will lease to SFMTA pursuant to the
Airspace Lease. As a condition of the PSA, Caltrans requires general access over the Islais Creek
Facility from a public street to the Lease Parcels. This access will be provided through the
License Agreement and Easement discussed further in this report.

This calendar item covers the four agreements requiring SFMTA Board action for the purchase
and lease of the Caltrans property: 1) PSA, 2) Lease, 3) License Agreement, and 4) Easement.

1) PSA
The PSA would allow the SEMTA to purchase the Fee Parcels, which are proposed to



PAGE 4.
remain part of the Islais Creek Facility. The PSA purchase price is based on the following facts:

1) Caltrans must make the portion of the Fee Parcels depicted in the map as the “Open
Space Fee Parcel” available to the SFMTA free of charge for public access-purposes
under Permit No. M92-10 issued to Caltrans from the San Francisco Bay
Conservation and Development Corporation (BCDC). Accordingly, the purchase
price for the Open Space Fee Parcel will be $1.

2) To determine the value of the remainder of the Fee Parcels, the SEFMTA -
commissioned an appraisal in August 2011, which valued them at $913,000. This
appra1sal was revised in 2013 due to Caltrans’s objection to the appraisal instructions.
The revision, using Caltrans’ appraisal instructions and dated September 23, 2013,
returned an appraised value of $1,115,000. The SFMTA and Caltrans eventually
agreed on a price of $1,150,000 for the Fee Parcels (with $1 allocated to the Open
Space Fee Parcel), plus the interest accruing on such amount at a rate equal to the
California Surplus Money Investment Fund (SMIF) from January 31, 2007, through
the closing date. That amount was approved by the California Transportation
Commission (CTC) on October 8, 2014.

3) SMIF rates are provided following the closure of each quarter. As of the time of
writing this calendar item, the SMIF rate for the period from July 1, 2017 to
September 30, 2017, was not yet available. When it is available, SFMTA staff
proposes to insert the updated rate and extrapolate that rate forward for the 30-day
period from September 30, 2017 to November 1, 2017. That projected outstanding
interest from January 31, 2007, through November 1, 2017, is $165,961.

Although the SFMTA Board of Directors has authority to purchase the Fee parcels at the
Purchase Price, entering into the License Agreement and Easement reqmred as a condition of
closmg under the PSA requires approval of the Board of Supervisors.

2) Lease
The proposed Airspace Lease would allow the SFMTA to lease the Lease Parcels for
parking and storage of public transportation and related vehicles and use the Open Space Lease
Parcel for public access purposes. The proposed lease term is 50 years, with two 15-year
extension options for a total of up to 80 years.

Caltrans must make the portion of the Lease Parcels depicted in Enclosure 2 as the
“Open Space Lease Parcel” available to the SFMTA free of charge for public access purposes
under Permit No. M92-10 issued to Caltrans from BCDC. Accordmgly, the rent for the
Caltrans Open Space Lease Parcel will be $1.

To determine the rent for the remainder of the Lease Parcels, the SFMTA commissioned
an appraisal in May 2014 that determined a fair market rental value of $0.25/square foot. With
the $1 Open Space Lease Parcel, the proposed lease rate for the Lease Parcels is $191,241
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annually ($0.25 per square foot), with 3% annual increases and Caltrans’ right to readjust the
rent to appraised fair market value no more than once every ten years after the first ten lease
years. In addition, the SFMTA would pay for its use of the Lease Parcels since 2007 through a
one-time payment equal to $0.25 per square foot, plus interest on such amount between January
31, 2007, and November 1, 2017, which is projected to be a total of $2,188,066.23. '

As noted above, SMIF rates are provided following the closure of each quarter. As of
the time of writing this calendar item, the SMIF rate for the period from July 1, 2017 to
September 30, 2017, was not available. When it is available, SFMTA staff proposes to insert
the updated rate and extrapolate that rate forward for the 30-day period from September 30,
2017 to November 1, 2017. '

As a condition of the Lease, Caltrans requires that the SFMTA maintain and repair bike
path improvements that the SFMTA installed on Caltrans property adjacent to the Lease Parcels
for the Islais Facility Project’s open space requirements. The SFMTA is also required to
maintain those bike path improvements under the BCDC permit issued to it for the Islais Creek
Facility. Caltrans further requires that the SFMTA remove debris and trim vegetation in the
“Maintenance Area” shown in the map and adjacent to the Lease Parcels. The Maintenance
Area is comprised of approximately 23,517 square feet.

This Lease requires approval by the Board of Supervisors.
3) Indiana Street Access License Agreemen

Caltrans currently has an access easement from Cesar Chavez Street to the Lease Parcels
over a 41’ wide area along the length of the Islais Creek Facility’s northern boundary (1962
Easement) for highway maintenance purposes. Caltrans believes the owner of the Fee Parcels
also holds an easement over a 41° by 40° portion of the Islais Creek Facility (the 1932
Easement) for general access between the Fee Parcels and Cesar Chavez Street. With the sale
of the Fee Parcels to the SFMTA, Caltrans believes it will lose access between the Lease Parcel
and a public street for non-highway maintenance purposes.

Caltrans initially required a floating access easement over the Fee Parcels to provide for
such access. After negotiations, Caltrans agreed to terminate the 1962 Easement and the
floating access easement in exchange for a license to access the Lease Parcels from Indiana
Street during the term of the Lease, and an easement to access from the Lease Parcels from
Cesar Chavez Street over a fixed 2,098 square foot portion of the Islais Creek Facility (the
Future Easement Area) once access license terminates. The Future Easement Area is depicted in
Enclosure 2. '

The Access License provides the terms and conditions of such access license, and limits
it to Caltrans’ reserved rights to access the Lease Parcels in the Lease and a path designated by
the Islais Creek Facility Superintendent of Facilities. Once approved and recorded, the Access
License will terminate, upon either termination of the Lease, or the SFMTA’s installation of a
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“curb cut at the boundary of Cesar Chavez Street and the New Access Easement Area,
whichever occurs later.

The Access License requires approval by the Board of Supervisors.
4) Cesar Chavez Access Easement Agreement

After the Lease terminates, Caltrans will access the Lease Parcels via the Future
Easement Area on the terms of the Access Easement. The Fasement Agreement provides the
terms of such access and the termination of the 1962 Easement and Caltrans’ reserved floating
access easement over the Fee Parcels. The Easement will be restricted to vehicular and
pedestrian access. The Easement Agreement also prevents Caltrans from using the Future
Easement Area until the Access License terminates. Until that time, the SFMTA may use the
Future Easement Area for any purpose and for any improvements; provided that when the
Access License terminates, the SFMTA must remove any improvements it installed on or over
the Future Easement Area to the extent they interfere with Caltrans’ easement rights. The
Access Easement requires approval by the Board of Supervisors.

STAKEHOLDER ENGAGEMENT

The SFMTA conducted significant outreach to the community and other stakeholders during the
design and development of the Islais Creek Facility, and continues to be engaged with the
community, including Friends of Islais Creek and the Port of San Francisco Southern Waterfront
Advisory Committee, during the current Phase II construction. The community was instrumental
in the design of the open space south of the Islais Creek Facility. Earlier this year, Friends of
Islais Creek contacted Supervisor Malia Cohen’s office, objecting to the elimination of a balcony
overlooking Islais Creek, as well as the SFMTA’s proposed reservation policy. The balcony was
eliminated by the SFMTA in response to the Department of Building Inspection’s code
compliance comments. SFMTA staff has engaged the Friends of Islais Creek twice this year on
this issue (6/15/17 and 7/24/17), and is planning to meet with the Friends of Islais Creek and
Supervisor Cohen’s office again in October of this year. The potential resolution involves
allowing managed public access to a different balcony overlooking Islais Creek, which is
currently designated for staff only, and for the SFMTA to employ a more public and community
focused policy to community access of the facility. The SFMTA is committed to working
diligently with the community to find a mutually agreeable solution. The community is aware of,
and supportive of, the land use transactions discussed in this Calendar Item. The SFMTA has
been using the Caltrans property for the Islais Creek Facility since 2007, and these agreements
will not change that use. '

ALTERNATIVES CONSIDERED
Since 1998, the SFMTA has had a MOU with the Port of San Francisco for 1399 Marin Street, a

3.18 acre site across Indiana Street from the Islais Creek Facility. However, that site is subject to
State public trust, which does not allow it to be used for a bus maintenance facility. The Islais
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Creek Facility is bordered to the south by Islais Creek (which flows into the San Francisco Bay),
to the east by a Caltrans 1-280 Highway off-ramp, and to the north by Cesar Chavez Street, so
other expansion opportunities beside the subject sites are not available. The Caltrans property is
the only property that is directly adjacent to the Islais Creek Facility and not owned by City.

FUNDING IMPACT

The acquisition and interest due for the purchase of the Caltrans property will be funded by the
Islais Creek Project budget. The rent past due and interest due for the Lease, plus the initial six
months of rent, will be funded by the Islais Creek Facility project budget. After six months, the
rent will be paid through the SFMTA operating budget.

ENVIRONMENTAL REVIEW

The proposed PSA and Lease are subject to the California Environmental Quality Act (CEQA).
The San Francisco Planning Department issued a Final Mitigated Negative Declaration (FMND)
under CEQA on June 20, 1989 (Case No. 88.700ER) for the construction and operation of a
coach operations and maintenance facility (Project) on the site and acquisition of the Caltrans
property. On April 6, 1990, the Board of Supervisors adopted the FMND when it approved the
Project, and adopted findings under CEQA (Resolution No. 243-90). The SFMTA's
Environmental Review Team has confirmed there are no new facts or circumstances that require
additional environmental review. The proposed PSA and Lease are covered under this FMND.

As part of the approval of this item, the SFMTA Board of Directors would adopt the FMND
findings as its own, and to the extent the above actions are associated with any mitigation
measures, the SFMTA Board of Directors would adopt those measures as conditions of this
approval. In addition, by letter dated May 31, 2005, the City’s Planning Department determined
the acquisition of the Caltrans property conforms to the City’s General Plan.

OTHER APPROVALS RECEIVED OR STILL REQUIRED

On October 8, 2014, the CTC approved the sale of the Fee Parcels for the Purchase Price. The
Lease, the Indiana Street Access License Agreement, and the Cesar Chavez Access Easement
Agreement must also be approved by the Board of Supervisors.

RECOMMENDATION

The recommendation is to authorize the Director of Transportation to enter into the PSA to
purchase Caltrans property near the intersection of Indiana and Cesar Chavez Streets, and to
approve, and urge approval of the Board of Supervisors and the Mayor, the Lease, the Access
License, and the Easement Agreement.




SAN FRANCISCO
MUNICIPAL TRANSPORTATION AGENCY
BOARD OF DIRECTORS

RESOLUTION No. 170919-117

WHEREAS, Approximately 2.44 acres of the Islais Creek Operations and Maintenance
Facility (Facility) is on property (Caltrans Property) owned by the State of California (Caltrans);
and

WHEREAS, Beginning in 1999, the SFMTA and Caltrans negotiated for the SFMTA’s
acquisition of the Caltrans Property for the Facility, but no agreement was reached by the time
Facility constraction was scheduled to commence; and

WHEREAS, To avoid construction delays, Caltrans granted the SEMTA a Right of Entry
(ROE) to use the Caltrans Property as of January 31, 2007, subject to the SFMTA’s obligation to
negotidte in good faith for the purchase and lease of the Caltrans Property, with interest on the
purchase price and rental rate to be calculated from J anuary 31, 2007, at the rate used for the
California Surplus Money Investment Fund (SMIF); and

WHEREAS, SFMTA and Caltrans staff negotiated the purchase and sale of ‘
approximately 48,177 square feet of the Caltrans Property (“Fee Parcels”) under an Agreement
. for the Purchase and Sale of Real Estate (PSA) for $1,150,000, plus interest at the SMIF rate
from January 31, 2007, through the closing date (estimated to be $165,961 through November 1,
2017), which price was approved by the California Transportation Commission on October 8,
2014, with the Fee Parcels to be used for a public purpose for at least fifteen years following the
closing date; and :

WHEREAS, SFMTA and Caltrans staff negotiated the lease of approximately 63,747
square feet of the Caltrans Property (Lease Parcels) under a 50-year Airspace Lease (Lease), plus
two 15-year extensions, at an initial rent of $0.25 per square foot per month for the Lease Parcels
($214,671 per year), with annual escalations of 3% and Caltrans’ right to adjust the rent to
appraised fair market value no more than once every ten years after the first ten lease years; and

WHEREAS, The Lease includes a one-time payment for the SFMTA s use of the Lease

* Parcels from January 31, 2007, to the lease commencement date at a rate of $0.21 square feet per
month, with interest at the SMIF rate from January 31, 2007, through the commencement date
(estimated to be $2,188,066.23 if the commencement date is November 1, 2017); and

WHEREAS, The Lease requires the SFMTA to maintain and repair bike path
improvements installed by the SFMTA on Caltrans property west of the Lease Parcels and
comprised of approximately 23,517 square feet (Maintenance Area), which improvements were
required under certain regulatory approvals for the construction of the Facility, and to also
remove debris and trim vegetation in the Maintenance Area; and



WHEREAS, As a condition of the PSA, Caltrans requires general access from a public
street over the Facility to the Lease Parcels; and :

WHEREAS, Caltrans agrees to terminate an existing access easement for highway
maintenance purposes over the length of the northern boundary of the Facility and a general
floating access easement on the Fee Parcels in exchange for an access license over a SEMTA-
designated path over the Facility from Indiana Street to the Lease Parcels during the term of the
Lease on the terms of the Indiana Street Access License Agreement (License Agreement) and an
access easement over a 2,098 square foot portion of the Facility from Cesar Chavez Street to the
Lease Parcels after the License Agreement terminates on the terms of the Cesar Chavez Street
Access Easement Agreement (Easement Agreement); and :

WHEREAS, The San Francisco Planning Department issued a Final Mitigated Negative
Declaration (FMND) under CEQA on June 20, 1989 (Case No. 88.700ER) for the construction
and operation of a coach operations and maintenance facility and acquisition of property on the
site, which acquisitions would be effected by the PSA and the Lease, and on April 6, 1990, the
Board of Supervisors adopted the FMND when it approved the project, and adopted findings
under CEQA. (Resolution No. 243-90), and the PSA and Lease are covered under the FMND,
and the SFMTA's Environmental Review Team has confirmed there are no new facts or
circumstances that require additional environmental review; and

“WHEREAS, By letter dated May 31, 2005, the City’s Planning Department determined
the SFMTA’s acquisition of the Caltrans property conforms to the City’s General Plan; now,
therefore, be it '

RESOLVED, That the San Francisco Municipal Transportation Agency Board of
Directors authorizes the Director of Transportation to enter into an Agreement for the Purchase
and Sale of Real Estate for DD030660-01-02, DD 030660-01-03 and DD 030667-01-01
near the intersection of Indiana and Cesar Chavez Streets (portion of APN 4382-003) with
Caltrans, with the Fee Parcels to be used for a public purpose for at least fifteen years after the
closing date, approves an Airspace Lease with Caltrans for Lease Area No. 04-SF-280-08 for a
50-year term, plus two 15-year extension options; an Indiana Street Access License Agreement
for Caltrans access from Indiana Street to the Lease Parcels during the Lease term; and a Cesar
Chavez Access Easement Agreement for Caltrans access from Cesar Chavez Street to the Lease
Parcels after the Lease terminates and urges the Board of Supervisors and the Mayor to approve
the Lease, the Access License, and the Basement Agreement; and, be it further

FURTHER RESOLVED, That the SFMTA Board of Directors has reviewed and
considered the Final Mitigated Negative Declaration for the Muni Diesel Coach Operating
Division and Central Maintenance Facility project and adopts the CEQA findings of the Board of
Supervisors as its own, and to the extent the above actions are associated with any mitigation
measures within the jurisdiction of the SFMTA, the SFMTA Board of Directors adopts those
- measures as conditions of this approval; a copy of the Planning Commission Resolution, the
CEQA findings, and the CEQA determination are on file with the Secretary to the SFMTA
Board of Directors, may be found in the records of the Planning Department at 1650 Mission
Street in San Francisco, and are incorporated herein by reference; and



FURTHER RESOLVED, That the SFMTA Board of Directors finds that the acquisition
of the Caltrans property is consistent with the City's General Plan for the same reasons as set
forth in the City Planning Department letter of May 31, 2005, and hereby incorporates such
findings by reference as though fully set forth in this Resolution.

I certify that the foregoing resolution was adopted by the San Francisco Municipal
Transportation Agency Board of Directors at its meeting of September 19, 2017.

I romee

Secretary to the Board of Directors
San Francisco Municipal Transportation Agency
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ADOPTING FINAL NEGATIVE DECLARATION, FINDING AND DETERMINING THAT ACQUISITION
OF PROPERTY AND CONSTRUCTION OF A MUNI FACILITY IN THE AREA GENERALLY BOUNDED
BY ARMY, INDIANA, MARIN, TENNESSEE STREETS, 1-280 AND ISLAIS CREEK CHANNEL
WILL HAVE NO SIGNIFICANT IMPACT ON THE EMVIRONMENT, AND ADOPTING AND
INCORPORATING FINDINGS OF FINAL NEGATIVE DECLARATION.

WHEREAS, On May 5, 1989, the Department of City P]ann€ng issued a
preliminary negative declaration, 88.700E for the property located generally
between Army, Indiana, Marin, Tennessee Streets, I-280 and Islais Creek
Channel;

WHEREAS, On June 20, 1989, The City Planning Department adopted and issued
a Final Negative Declaration 88.700F; and

WHEREAS, On June 29, 1989, The Department of City Planning determined that
the proposed project was in conformity with the City's Master Plan; and

WHEREAS, On MarCh/lz’ 1992 this Board of Supervisors received a copy of
the final negafive declaration 88.700E issued by the Department of City
Planning; and.

WHEREAS, This Board has conducted a public hearing on the matter of
adoption of tne final negative decliaration, prior to consideration of the
acquisition of property and construction of a MUNI facility; now, therefore,
be it

RESOLVED, That this Board of Supervisors has considered and reviewed the
final declaration and adopts said final negative declaration; and be it

FURTHER RESOLVED, That this Board of Supervisors adopts and incorporates’
herain by reference thereto the findings of the final negative declaration
88.700F issued by the Department of City Planning, a copy of which is on file

with the Clerk of the Board of Supervisors.

RECOMMENDED
CITY PLANNING COMMISSION

1'& \ Yt x }\ . AP

By ML L o S

Dean™L. Macris )
Director of Planning
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Adopted -~ Board of Supervisors, San Francisco April 2, 1990
Ayes: Supervisors Alioto Britt Gonzalez Hallinan Hongisto Hsieh
Kennedy Maher Nelder Walker

Absent: Supérvisorﬁ Ward

I hereby certify that the foregoing resolution
was adopted by the Board of Supervisors

of the City and Cou of San cihco
//ﬁ ¥ sapFrancys

/
Aq%?/& /éé;;é%///
f~'91ePT>// '

File No. ’ APR 6 1990

84-90-1

Date Approved

26



Attachment 4: Aitspace Lease Agteement between Calttans and: City




(Lease Area No. 04-SF-280-08)
(Account No. 04-SF-280-08-02)

STATE OF CALIFORNIA
DEPARTMENT OF TRANSPORTATION
AIRSPACE LEASE

THIS LEASE, dated 2017, is by and between the STATE OF CALIFORNIA acting
by and through its Department of Transportation, hereinafter called "Landlord," and THE CITY AND.
COUNTY OF SAN FRANCISCO, actmg by and through 1ts Municipal Transportatlon Agency,
hereinafter called "Tenant."

WITNESSETH

For and in consideration of the rental and of the covenants and agreements hereinafter set forth
to be kept and performed by the Tenant, Landlord hereby leases to Tenant and Tenant hereby leases
from Landlord the Premises herein described for the term, at the rental and subject to and upon all of
the terms, covenants and agreements hereinafter set forth. '

ARTICLE 1. SUM]\/[ARY OF LEASE PROVISIONS

Landlord: o Cahforma Department of Transportation

Tenant: ' Clty and County of San Francisco, actmg by and through its Municipal .
' Transportahon Agency

Premises: ' The portion of Lease Area No..SF-280-08 comprised of approximately -

63,747 square feet and shown as the “Parking Area” on the attached
Exhibit A, located ynder SF-280 near Indiana and Cesar Chavez Streets :
_inthe Clty and County of San Francisco, State of Cahforma

Maintenance Area:- “The portion of Lease Area No. SF-280-08 compnsed of approximately
: 23,517 square feet and shown as the “Maintenance Area” on the attached
Exhlblt A, which consists of an area that is comprised of approximately
2,594 square feet (“Bike Path Area”) improved by Tenant with a public
pedestrian and bicycle pathway and landscaping prior to the
Commencement Date and an adjoining open space that is compnsed of
approximately 20,925 square feet (“Open Space”).

. Lease Term: ‘ : Flfty (50) years with two 15-year extension options, commencing
November 1, 2017, and initially expiring on November 1, 2067 unless
~ extended (Article 3) :
Minimum Monthly Rent: $15,937

Adjustment to Rent: Minimum 3% fixed annual increase beginning on second year of Lease



term,

Rent Reevaluation: Beginning on the 11% Lease Year, market evaluation no more than once
every ten (10) Lease Years, with new rent under such evaluation to begin
the first month of the Lease Year immediately following such evaluation.

(Article 4)
Security Deposit: None ‘
Use of Premises: Tenant parking and storage of public transportation and related vehicles

Use of Maintenance Area: ~ Maintenance of Bike Path hnproveﬁents (as defined in Article 2) and
- removal of debris and trimming of vegetation

Insurance: Self-Insurance (Article 10)

Addresses for Notices: (Article 19)
To Landlord: Department of Transportation

Right of Way Airspace Development MS 11
US Mail: PO Box 23440, Oakland, CA 94623-0440
Street Address: 111 Grand Avenue, 13® floor Oakland, CA 94612-3771

To Tenant: City and County of San Francisco
Municipal Transportation Agency
1301 Cesar Chavez Street
San Francisco, CA 94124
Attn: Superintendent, Islais Creek Operations and Maintenance Facility

with a copy to: City and County of San Francisco
- Municipal Transportation Agency
1 South Van Ness Avenue, 8" Floor
San Francisco, CA 94103 . :
Attn: Senior Manager — SEMTA Strategic Real Estate

References in this Article 1 to the other Articles are for convenience and designate other
Articles where references to the particular item contained in the Summary of Lease Provisions appear.
Each reference in this Lease to ‘the Summary of Lease Provisions contained in this Article 1 shall be
construed to incorpotate all of the terms provided under the Summary of Lease Provisions. In the
everit of any conflict between the Summary of Lease Provisions and the balance of the Lease, the latter

shall control.
ARTICLE 2. PREMISES; MAlNTENANCE AREA

2.1 Leased Premises



Landlord hereby leases to Tenant, and Tenant hereby leases from Landlord, for the term of this
Lease, at the rent, and upon the covenants and conditions hereinafter set forth, that certain Premises
known as the “Parking Area” of Freeway Lease Area No. 04-SF-280-08, comprised of approximately
63,747 square feet and situated in the City and County of San Francisco. Said land or interest therein
being shown on the map or plat marked "Exhibit A," attached hereto and by this reference made a part
bereof. - . : ’ ‘ :

EXCEPTING THEREFROM all those portions of the above-described Premises occupied by
the supports and foundations of the cxisting Landlord highway structure thereon and all that portion of
the Premises above a horizontal plane 5 feet below the underside of the superstructure of the existing
Landlord highway structure, which plane extends to a line 10 feet, measured horizontally, beyond the
outermost protrusion of the superstructure of the structure, : :

2.2 License for Maintenance Area

. Permit No. M90-23, issued by the San Francisco Bay Conservation and Development
Commission (“BCDC”) to Tenant and the Port of San Francisco, requires that Tenant instal] and
maintain a public access pedestrian and bicycle pathway and landscaping on the Bike Path Area.
Permit No. M92-10, issued by BCDC to Landlord, requires that Landlord make the Bike Path Area
available to Tenant at no charge for public access purposes. Tenant installed the pathway and related
landscaping depicted on the attached "Exhibit C" (“Bike Path Improvements™) on the Bike Path Area
prior to the Commencement Date under the Right of Entry granted by Landlord to Tenant and dated -
February 5, 2007, and will need continued access for the maintenance and repair of the Bike Path
Improvements. Tenant agrees to remove debris from and trim vegetation in the Open Space at the
same time it is removing debris from and trimming vegetation in the Bike Path Area.

.. Inconsideration of such matters, Landlord grants a license to the Maiiltenan_ce Area to Tenant
for the maintenance and repair of the Bike Path Improvements, the removal of debris, and trimming of
vegetation in the Open Space, and Tenant hereby accepts such license, during the term of this Lease
and upon the covenants and conditions hereinafter set forth, for the “Maintenance Area” of Freeway
Lease Area No. 04-SF-280-08, comprised of approximately 23,517 square feet and situated in the City
and County of San Francisco, said land or interest therein being shown on the map or plat marked
"Exhibit A," attached hereto and by this reference made a part hereof.

EXCEPTING THEREFROM all those portions of the above-described Maintenance Area
occupied by the supports and foundations of the existing Landlord highway structure thereon and all
that portion of the Maintenance Area above a horizontal plane 5 feet below the underside of the
superstructure of the existing Landlord highway structure, which plane extends to a line 10 feet,
measured horizontally, beyond the outermost protrusion of the superstructure of the structure.

23  Existing Encumbrances

This Lease is subject to the following (collectively, the “Existing Encumbrances”): (1) all
easements, covenants, conditions, restrictions, reservations, rights of way, liens, encumbrances and
other matters of record, (2) all matters discoverable by physical inspection of the Premises or that
-would be discovered by an accurate survey of the Premises and (3) all matters known to Tenant or of



which Tenant has not1ce constructive ot otherwise including, without limitations, those (if any) shown
on attached Exhibit A. Landlord hereby represents that, except for this Lease, it has not issued any
leases, permits, easements or any other agreements that provide any third party with the right to use or
occupy any portion of the Premises or the Maintenance Area during the term of this Lease. If Tenant
discovers any Existing Encumbrance that materially prevents Tenant from using the Premises for the
uses permitted under Section 5.1 of this Lease, Tenant shall have the right to terminate this Lease by
delivering written notice of such termination to Landlord.

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 requitements.
Tenant is hereby advised that the Premises have NOT been inspected by a CASp.

ARTICLE 3. TERM

~ The initial term of this Lease shall be for fifty (50) years, commencing on November 1, 2017
(“Commencement Date”). A “Lease Year” shall mean each twelve month period between November 1
and October 31 during the term of this Lease.

The term of this Lease shall éxpire on the fiftieth (50™) anniversary of the Commencement
Date (“Expiration Date™), unless eatlier terminated by Tenant or by Landlord pursuant to the terms of .
this Lease. At Tenant’s option, this Lease may be extended by up to two 15-year extension periods
(each, an “Option Term”) by Tenant delivering written notice of its exercise of such option no less than
180 days prior to the date such option term is t0 commence.

ARTICLE 4. RENT
41  Minimum Monthly Rent

Tenant shall pay to Landlord as minimum monthly rent, without deduction, setoff, prior notice,
or demand, the sum of $15,937.00 per-month in advance on the first day of each month, commencing
on the first full month immediately followingthe Commencement Date and continuing during the term
of this Lease; provided, however, that minimum monthly rent for the ﬁrst month of any rent
adjustment under Section 4.4 or 4.6 shall be paid on or before the fifteenth (15™) business day of such
month. Such rate was calculated at $.25 per square foot for 63,747 square feet of the Prennses

Minimum monthly rent for the first month or portion of it shall be paid on or before the
fifteenth (15%) business day following the Commencement Date. Minimum monthly rent for any
partial month shall be prorated at the rate of 1/30th of the minimum monthly rent per day. All rent
checks shall have printed on their face the following tenancy reference number 04-SF-280-08-02 and
shall be paid to Landlord at the following address:

Via Mail:

Department of Transportanon
Attn: Cashier .

"~ P.O.Box 168019




Sacramento, CA 95816-8019

Via Hand Delivery: . - = Department of Transpoﬁa’uon 4

Department of Transportation OR  Right of Way Airspace Development |
Attn: Cashier q 111 Grand Avenue, MS 11 .
1820 Alhambra Blvd., 2" Floor Oakland, CA 95612

~ ‘Sacramento, CA 95816

42  Rent Adjustments

On each anniversary of the Commencement Date (each, an “Adjustment Date”), the mlmmum
monthly rent provided for'in Section 4.1 shall be subject to adjustment (founded to nearest $ 1) at three
percent (3%) of the minimum monthly rent payable for the month immediately precedmg such
Adjustment Date.

The minimum monthly rent provided for in Section 4.1 shall be subject to adjustment on each
’ anmversary of the Commencement Date (each, an “Adjustment Date™), either via a fixed threé percent
(3%) increase (rounded to closest $1) or via an amount derived from a reevaluation which may oceur
at Landlord’s option per Sections 4.4, 4.5 or 4.6. Table 4.2.1 below provides the Tenant’s minimum
rent obligation for the initial 10 years of the Lease term, unless a new fair market rent is derived via
reevaluation under. Section 4.4 or 4.5. If a new rent is not determined for any new Lease Year under -
Sections 4.4, 4.5 or 4.6, the rent for such new Lease Year will continue to adjust annually at the set 3%
 fixed amount until a reevaluation, if any, takes place at any time thereafter.

Tablé 4.2.1

Lease Year Time Penod ' : Rent
Year1 ~ - = November 1,2017 through October 31,2017  $15,937.00
Year 2 November 1, 2018 through October 31,2018  $16,415.00
Year 3 November 1, 2019 through October 31,2019  $16,908.00
Year 4 November 1, 2020 through October 31; 2020 . $17,415.00
Year5 November 1,2021 through October 31,2021 $17,937.00
Year 6 ' November 1, 2022 through October 31, 2022 $18,475.00
" Year 7 November 1, 2023 through October 31, 2023  $19,030.00
Year 8 November 1, 2024 through October 31, 2024  $19,601.00
Year 9 November 1, 2025 through October 31,2025  $20,189.00
' Year 10 Noverber 1, 2026 through October 31, 2026  $20,794.00

Year.11 : November 1, 2027 through October 31, 2027 $21,418.00 (Subject to Reevaluation)
43  Payment of Rent for Right of Entry Period ‘ 4

Prior to the Commencement Date, Tenant occupied the Premises pursuant to a Right of Entry
granted by Landlord and dated as of February 5, 2007. As required by such Right of Entry, Tenant
shall make a one-time payment of $2,188,066.23 for its use of the Premises from January 31, 2007
through the Commencement Date. Such payment shall be delivered to Landlord at the Landlord



address set forth in Séction 4.1 within the fifteen (15) business day perioci inxmédiafely following the
Commencement Date. : '

44 Reevaluétion on Chahge in Use

' Landlord expressly reserves the right to establish a new minimum monthly rent as a condition
to Landlord’s approval of any use of the Premises not specifically permitted by Section 5.1 and as a’
condition to any amendment to or changes in the uses permitted by that section, provided such new
minimum monthly rent must be no more than fair market rent, which Tenant shall have the right to
confirm through a fair market rent appraisal prepared by a California-licensed commercial real estate
appraiser. : '

45 " Reevaluation on‘Transfer

.Landlord expressly reserves the right to establish a new minimum monthly rent as a condition
to.Landlord’s specific approval of any transfer, or assignment of this Lease or any subletting of all or -
any portion of the Premises; provided, however, that Tenant shall have the right from time to time,
upon notice to, but without the consent of Landlord, to transfer this Liease or use and occupancy of ali
or any of the Premises to any person or entity that directly or indirectly controls, is controlled by or is
under common’ control with Tenant for any or all of the uses permitted under this Lease without any
such new minimum monthly rent and without obtaining Landlord’s consent.

4.6  Periodic Reevaluations

Commencing on the tenth (1 0%) Lease Year, Landlord expressly reserves the right to establisha
new minimum monthly rent once during every successive ten (10) Lease Year period, at the option of
Landlord, provided such new minimum monthly rent must be no more than fair market rent, which
Tenant shall have the right to confirm through a fair market rent appraisal preparéd by a California- -
licensed commercial real estate appraiser using instructions consistent with the Caltrans Right of Way
Manual (each, an “Appraisal”). If Tenant’s- fair market rent Appraisal is lower than Landlord's fair-
market rent Appraisal by less than 10%, the new rent shall be the median between the two values. If

_the difference is_greater than 10%, then a third appraiser of Landlord's choosing will determine which .

of the two is the fair market rental value. Tenant will bear the cost of the third appraiser.

47 Landlord‘é Compensation upon Assignment, Transfer or Sublease of Tenant's Leasehold

(2) In the event that Tenant voluntarily assigns, transfers or subleases any of Tenant's rights in -
 the Premises, Tenant shall pay to Landlord compensation in connection with the transaction in an
amount equal to fifty percent (50%) of any and all consideration, whether in present payments or in
future payments, which Tenant receives from an assignee, transferee or subtenant in excess of the
amount of rent Tenant is obligated to pay to Landlord under this Lease.

(b) Payment by Tenant of the amount of compensation required under this Section 4.5 is a
condition to Landlord's giving its consent to any assignment, transfer or sublease under Section 16.2,
and Landlord may withhold its consent to any such assignment, transfer or sublease until this
compensation has been paid. In addition, before Landlord gives its consent to any such transaction,



Tenant shall deliver to the assignee, transferee or subtenant a written summaty of all sums due and
owing to Landlord under this section and shall deliver to Landlord a written acknowledgerent by the
assigniee, fransferee or subtenant that said person affirms that the sums are due and owing to Landlord

. and that said person accépts responsibility for ensuring that such sums are paid directly to Landlord. .

ARTICLE 5. USE’

51 Specified Use

- The Premises shall be used and occupied by Tenant only and exclusively for the purpose of
Tenant parking and storage of public transportation and related vehicles belonging to Tenant and its

contractors and for no other purpose whatsoever without obtaining prior written consent of Landlord

and the concurrence of the Federal Highway Administration. Landlord expressly reserves the right to.

establish a new minimum monthly rent as a condition to Landlord’s. approval of any use of thg:'

Premises. not specifically permitted by this section. The Maintenance Ared shall be used by Tenant

only and exclusively for the maintenance and repair of the Bike Path Improvements and the removal of ‘

debris and vegetation.
5.2 Co’ndition of Premises

- Tenant hereby accepts the Premises in the AS-IS condition existing as of the date of the
execution hereof, subject to all.applicable zoning, municipal, county, state and federal laws, ordinances
and regulations governing and regulating the use of the Premises, and accepts this Lease subject
thereto and to all matters disclosed thereby and by any exhibits attached hereto.. Tenant ackdowledges
that neither- Landlord nor any agent of Landlord has made any representation or-warranty with respect
to the condition of the Premises or the suitability thereof for the conduct of Tenant’s business, nor has
Landlord agreed to undertake any modification, alteration or improvement to the Premises except as
provided in this Lease. - . i ; '

Except as may be otherwise expressly provided in this Lease, the taking of possession of the

~Premises-by Tenant- shall -in-itself constitutefacknowledgementfJchaLthc:,;Eregmiscstigre;in;gogd; and
- tenantable condition, and Tenant agrees to accept the Premises in its presently existing condition "as
is", and that the Landlord shall not be obligated to make any improvements or modifications thereto )

except to the extent that may otherwise be expressly provided in this Lease.

Tenant represents and acknowledges that it has made a sufficient investigation of the cbnditions
of the Premises existing immediately prior to the execution of this Lease (including investigation of the
surface, subsurface and groundwater for contamination and hazardous materials) and is satisfied that

thie Premises will safely support the type of improvements, if any, to be constructed and maintained by
Tenant upon the Premises, that the Premises is otherwise fully fit physically and. lawfully for the uses

required and permitted by this Lease and that Tenant accepts all risks associated therewith,

" Tenant écknowledges that (1) Landlord has informed Tenant prior to the commencén_lent of the
term of this Lease that the Landlord does not know nor has reasonable cause to believe that any release

of any hazardous miaterial has come to be located on or beneath the Premises; (2) Landlord has



provided Tenant -access to the Premises for a reasonable time and upon reasonable terms and
conditions for purposes of providing to Tenant the opportunity to investigate, sample and analyze the
soil and groundwater on the Premises for the presence of hazardous materials; (3) by signing this Lease
. Tenant represents to Landlord that, as a result of its investigation of the Premises for the uses specified
in Section 5.1, Tenant learned of the presence of the hazardous materials stated on "Exhibit D"
attached hereto and by this reference incorporated herein on the Premises, which Tenant remediated to
the extent required under all applicable laws, regulations, permits, approvals and authorizations for the
construction and operation of the Initial Improvements. The phrase “hazardous material,” as used
herein, has the same meanmg as that phrase has in Section 5.6 of thls Lease. :

Tenant agrees that, except as otherwise expressly provided in this Lease Tenant is solely
respon51ble without any cost or expense to the Landlord to take all actions necessary, off as well as on
the Premises to improve (to the extent Tenant desires to improve the Premises) and continuously use
the Premises as required by this Lease and in compliance with all applicable laws and regulations.

53 Co’mpliahce with Law

Tenant shall not use the Premises or the Maintenance Area or permit anything to be done in or
about the Premises which will in any-way conflict with any applicable law, statute, zoning restriction,
ordinance or governmental rule or regulation or requirements of duly constitited public anthorities
now in force or which may hereafter be in force, or with the requirements of the State Fire Marshal or
other similar body now or hereafter constituted, relating to or affecting the condition, use or occupancy
of the Premises or the condition or use of the Maintenance Area. The judgment of any court of
competent jurisdiction or the admission of Tenant in any action against Terant, whether Landlord be a
party thereto or not, that Tenant has violated any law, statute ordinance . or governmental rule,

regulation or requirement, shall be conclusive of that fact as between Landlord and Tenant. Tenant .

_shall not allow the Premises to be used for any unlawful purpose, nor shall Tenant cause, maintain or
permit any nuisance in, on or about the Premises. Tenant shall not commit or suffer to be committed
any waste in or upon the Premises.

5.4 Petroleum Products

Tenant shall not 1nsta11 facﬂltles for, nor operate on the Premises or the Malntenance Area,
gasoline or petroleum supply station. Tenant shall not permit on the Premises any vehicles used or
designed for the transportation or storage of gasoline or petroleum products. Tenant shall also not
permit on the Premises any bulk storage of gasoline. or petroleum products. Notwithstanding anything
to the contrary in this subsection, motor vehicles and equipment on the Premises and the Maintenance
Area may contain gasolme or petroleum products to the extent for the exclusive use of such vehicle or
equipment. :

5.5  Explosives and Flammable Materials

Neither the Premises nor the Maintenance Area shall be used for the manufacture of flammable
materials or explosives, or for any storage of flammable materials, éxplosives or other materials or
other purposes deemed by Landlord to be a potential fire or other hazard to the Landlord highway
structure located on the Premises. The operation and maintenance of the Premises and any entry on the



. item for the exclusive use in such vehicle or equipment item is excepted.. _

Maintenance Area shall be subject to the air space lease regulations of Landlord so as to protect agamst
fire or other hazard impairing the use, safety and appearance of the Landlord highway structure located
on the Premises. The occupancy and use of the Premises or entry on the Maintenance Area pursnant to
this Lease shall not be such as will permit hazardous or unreasonably .objectionable smoke, fumes,

vapors or odors to rise above the surface of the traveled way of the Landlord hlghway structure located
on the Premises.. - ~

5.6 Hazardousv Materials

In its use and occupancy of the Premises and entry on the Maintenance Area pursuant to this
Lease, Tenant shall at all times and in all respects comply with all federal, state and local laws,
ordinances and regulations, including, but not limited fo, the Federal Water Pollution Control Act (33
U.S.C. section 1251, et seq.), Resource Conservation and Recovery Act (42 U.S.C. section 6901, et
seq.), Safe Dnnkmg Water Act (42 U.S.C. section 300f, et seq.), Toxic Substances Control Act (15
U.S.C. section 2601, et seq.), Clean Air Act (42 U.S.C. section 7401, et seq.), Comprehensive
Environmental Response, Compensation and Liability Act (42 U.S.C. section 9601, et seq.), Safe
Drinking Water and Toxic Enforcement Act (California Health and Safety Code section 25249.5, et -
seq.), other applicable provisions of the California Health and Safety Code (section 25100, et seq., and
section 39000, et seq.), California Water Code (section 13000, et seq.), and other comparable state
laws; regulatlons and local ordinances relating to industrial hygwne environmental protection or the
use, analysis, generation, manufacture, storage, disposal or transportation of any oil, flammable
explosives, asbestos, urea formaldehyde, radioactive materials or waste, or other hazardous, toxic,
contaminated- or polluting materials, substances or wastes, including, without limitation, any
. “hazardous substances” under any such laws, ordinances or regulations (collectively “Hazardous
Materials Laws”). As used in the provisions of this Lease, “hazardous materials” include any
“hazardous substance” as that term is defined in section 25316 of the California Health and Safety
Code and any other material or substance listed or regulated by any Hazardous Materials Law or
. posing a hazard to health or the environment. Except as otherwise expressly permitted in this Lease,
Tenant shall not use, create, store or allow any hazardous materials on the’ Premises or use, create, or
store any hazardous materials on the Maintenance Area. Fuel stored in a motor vehicle or equlpment

In no case shall Tenant cause or allow the deposit or disposal of any hazardous materials on the
Premises or cause the deposit or disposal of any hazardous materials on the Maintenance Area;
provided, however, thatTenant shall have no obligation to prevent any such deposit or disposal
resulting from the Landlord highway structure on the Premises or any use thereof or from the use of
the Premises by Landlord or its employees, agents, representatives or invitees. Landlord, or its agents
or contractors, shall at all times have the right to go upon and inspect the Premises and the operations
thereon to assure compliance with the requirements herein stated. This inspection may include taking
samples of substances and materials present for testing, and/or the testing of soils or underground tanks
on the Premises; provided, however, that Landlord shall provide Tenant with no less than 10 days’
prior written notice of any such sampling or testing.

In the,event Tenant breaches any of the provisions of this Section with respect to the Premises
or the Maintenance Area and fails to cure such breach within 90 days of receiving written notice of
such breach from Landlord, this Lease may be terminated immediately by Landlord and be of no



mrther force or effect. It is the intent of the parties hereto that Tenant shall be responmble for.and bear

. the entire cost of removal and dlspusal of hazardous matetials introduced to the Premises during
Tenant’s period of use and possessmn as ownet, operator or Tenant of the Premises. Tenant shall also
be responsible for any clean-up and decontamination on or off the Premises necessitated by the
introduction of such hazardous materials on the Premises. Tenant shall not be responsible for or bear
" the cost of removal or disposal of hazardous materials introduced to the Premises by any party other
than Tenant during any period prior to.commencement of Tenant’s period of use and possession of the
Premises as owner, operator or Tenant. Tenant shall not be responsible for or bear the cost of removal
or disposal of hazardous matesials introduced to the Maintenance Area by any party other than Tenant
or its agents contractots, or employees durmg any penod

Tenant -shall further hold Landlord, and its officers and cmployees harmless from all
responsibility, liability and claim for damages resulting from the presénce or use of hazardous
materials on the Premises during Tenant's period of use and possession of the Premises:

5.7  Signs

Not more than four (4) facility signs of a size not greater than thirty (30) square feet of surface
area may be erected on the Premises. The location of all these signs shall be subject to Landlord's prior
approval. None of these signs shall be attached to or painted on any Landlord highway structure
without the express written consent of Landlord. All of these signs shall also comply with all
applicable requirements of local govemmental entities, including governmental approval and payment
of any fees. : :

- Except as set forth in the previous paragraph of this Section, Tenant shall not construct, erect,
maintain or pertnit any. sign, banner or flag upon the Premises without the prior written approval of
Landlord. Landlord shall make all reasonable efforts to notify Tenant in writing of Landlord’s approval
or disapproval of a proposed sign, banner, or flag on or before the thirtieth (30“‘) day immediately
following Tenant’s delivery of written request for Landlord’s approval. Tenant shall not place,
construct or maintain upon the Premises any advertising media that include movmg or rotating parts,
searchlights, flashing lights, loudspeakers, phonographs. or other similar visual or audio media. The

—term"sign" means any card; cloth, paper;, metal; painted or ~wooden sign-of any- characterplacedfor
any purpose on or to the giound or any tree, wall, bush, rock, fence, building, structure, trailer or thing.
Landlord may remove any unapproved sign, banner or flag existing on the Premises, and Tenant shall
be liable to and shall reimburse Landlord for the cost of such removal plus interest as provided in
Section 19.11 from the date of completion of such removal.

58  Landlord's Rules and Regulations

Tenant shail faithfully observe and comply with the air space lease rules and regulatlons that
" Landlord shall from time to time promulgate for the protection of the Landlord freeway structure on
the Premises and the safety of the traveling public. Landlord reserves the right from time to time to
make reasonable modifications to said rules and regulations. The additions and modifications to those
rules and regulations shall be binding upon Tenant upon delivery of a copy of them to Tenant. If such
. new rules and regulations materially impact Tenant’s use of the Premises or Maintenance Area, Tenant
shall have the right to terminate this Lease together with the associated license for the Maintenance




" Area by’ dehvermg wntten notice of such termination to -Landlord w1th1n the 90- day penod
immedjately following Tenant’ s receipt of such new rules and regulations.

59 ,Wre'cked Vehicles

Tenant shall not park or store wrecked or inoperable vehicles of any kind on the Premises.
510 Vending

No third party Vendmg of any kind or character shall be conducted, pemutted or ahowed upon
the Prermses w1thout the prior express written consent of Landlord.

511 Water Pollution Control

Tenant shall comply with all applicable State and Federal water pollution control requiretnents
regarding storm water and non-storm water d1scharges from the Premises and will be responsible for
all applicable permits including but not limited to the National Pollutant Discharge Ehmmatlon System
(NPDES) General Permit and Waste Discharge Requirements for Discharges of Stormwater
Associated with Industrial Activities (Excluding Construction), the NPDES- General. Permit for
Stormwater Discharges Associated with Construction and Land .Disturbance Activities, and the
Caltrans Municipal Separate Storm Sewer System NPDES Permit, and permits and ordlnances issued’

to and promulgated by municipalities, counties, drainage districts, and other local agencies regarding -
' discharges of storm water and non-storm water to sewer systems, storm drain systems, or any
watercourses under the jurisdiction of the above agencies. . Copies of the current storm water related
NPDES permits are available. on the State Water Resources Control Board s website at
http://www.swrcb. ca. gov/water issues/programs/stormwater/.

Tenant understands the discharge of non—storm water into the storm sewer system is prohibited
unless specifically authorized by one of the permits or ordinances listed above. In order to prevent the
discharge of non-storm water into the storm sewer system, vehicle or equipment washing, fueling,
maintenance and repair on the Premises is prohibited unless Tenant has a water discharge permit for

such activity. I order to prevent the discharge of pollutants to storm water resultmg from contact with
hazardous material, the storage or stockpile of hazardous material on Premises is strictly prohibited.

. Tenant shall 1mplement and maintain the Best Manaoement Practlces (BMPs) shown in the
attached Stormwater Pollution Prevention Fact Sheet(s) for: Parking and Vehicle Storage marked
"Exhibit E" unless Tenant has a water discharge permit for a combined sanitary and stormwater sewer
system that serves the Premises, Tenant shall identify any other potential sources of storm water and
non-storm water pollution resulting from Tenant’s activities on the Premises, which are not addressed
by the BMPs, contained in the attached Fact Sheet(s), and shall implement additional BMPs to prevent
pollution from those sources. Additional BMPs may be obtained from 2 other manuals:

(1) Right of Way Property Management and Airspace Storm Water Guidance Manual available
for review online at: www.dot.ca.gov/hg/row/rwstormwater, and -

(2) Construction Site Best Management Practices Manual, avaﬂable for review onhne at:
www.dot.ca. ,qov/hq/construc/stmmwatel/manuals htm.




In the event of conflict between the attached fact sheet(s), the aboye-referenced manuals, and this .
Lease, this Lease shall control. o S

" Tenant has provided Landlord with the Standard Industrial Classification (SIC) code applicable
to Lessee’s facilities and activities on the Premises. A list of SIC codes regulated under the General
Industrial Permit SIC codes may be found at the State Water Resources Control Board website:
http://www.waterboards.ca.gov/water issues/progorams/stormwater/gen_indus.shtml. Other SIC codes
may be found at www.osha.gov/pls/imis/sicsearchhtml. =~ ' :

Landlord, or its agents or contractors, shall at all times have the right to enter and inspect the
Premises and. the operations thefeon to assure compliance with the applicable permits, and ordinances
listed above. Inspection may include taking samples of substances and materials present for testing,

"and/or the testing of storm sewer systems or watercourses on the Premises provided, however, that-
Landlord shall provide Tenant with no less than 10 days’ prior notice of invasive sampling and testing.

Invasive sampling.and testing is that which involves drilling rigs or other similarly intrusive activities
and equipment. : :

ARTICLE 6. IMPROVEMENTS

No improvements of any kind shall be placed in, .on, or upon the Premises, and no alterations
shall be made in, on, or upon the Premises without the prior written consent of Landlord and the
concurrence of the Federal Highway Administration. Tenant may, at its sole expense, install and
maintain any additional fencing and entrances that may be required by its use of the Premises, subject
to the approval of the location by Landlord, the Federal Highway Administration and the City of San
Francisco and County of San Francisco, acting in its regulatory capacity; provided that Tenant shall at

its sole expense construct and maintain sidewalks and driveways at the locations where the additional
entrances are installed. In the event Tenant violates any of the provisions of this Article and fails to
timely cure such violation on receiving written notice thereof from' Landlord, this Lease may be
terminated immediately by Landlord and be of no further force or effect.

6.1 Initial Improvements

. Prior to the Commencement Date, Tenant installed paving, fencing and lighting at the Premises
(the "Initial Improvements") pursuant to a Right of Entry issued by Landlord to Tenant for the

Premmises on February 5, 2007. Depictions of the Initial Improvements are attached as "Exhibit B" to
this Lease. No improvements of any kind shall be placed in, on, or, upon the Premises, and no
alterations 'shall be made in, on, or, upon the Premises other than the Initial Improvements without the
prior written consent of Landlord. Tenant shall be solely responsible for maintaining the Initial
Improvements and all improvements constructed by Tenant on the Premises in.a good and clean

condition as specified in Article 8 below.

Tenant shall be liable for any and all improvement construction activities, permitted or not, that
ocour on the Premises during the term of this Lease, and shall indemnify and hold Landlord harmless
from any claims of liability with respect to the Initial Improvements or any other improvements
installed by Tenant arising solely from Landlord’s ownership of the Premises during the term of this
Lease. Tenant’s obligations pursuant to the foregoing sentence shall not apply to any claims of



'liability_ arising from any acts at the Premises by Landlord or its officers, employees, or agents, from
any gross negligence or willful misconduct by Landlord or its officers, employees, or agents, from any
liability arising from the operation of any highway structure on the Premises, or arising during any

~ period during which Landlord has possession of the Premises. :

/6.2 Subseguent Improvements

If Tenant desires any additional Improvements in, on, or upon the Premises, or any aitéraﬁéﬁs
to said -Premises, including Jandscaping, Tenant shall prepare development plans describing the
proposed - additional improvements or alterations, and shall submit such development plans to
Landlord, for review by. Landlord and Federal Highway Administration ("FHWA"). Tenant shall not
make any additional improvements or alterations, including landscaping, without the review . and
appioval of the Landlord and FHWA documented by the issuance of a Caltrans Encroachment Permit,

. Tenant shall begin the construction of any additional improvements on the Premises within 90

days after obtaining an appropriate encroachment permit to construct such additional improvements

from the Landlord.  All work shall be completed according to the development plan within 360 days of
the i$suance of such encroachment permit. - : '

' Tenant shall be liable for any and all construction performed by or for Tenant, permitted or not,
that may occur on the Premises and its improvements during the term of this Lease, and shall
indemnify and hold Landlord harmless from any claims of liability with respect to such construction
activities arising solely from Landlord’s ownership of the Premises during the term of this Lease.
Tenant’s obligations pursuant to the foregoing sentence shall not apply to any claims of liability arising
from any acts at the Premises by Landlord or its officers, employees, or agents, from any gross
negligence or willful misconduct by Landlord or its officers, employees, or agents, from any liability
arising from the operation ‘of any highway structure on the Premises, or arising during any period

during which Landlord has possession of the Premises.

ARTICLE 7. SURRENDER OF PREMISES AT EXPIRATION OR TERMINATION OF LEASE

o **1i:;?iATﬂE;&§iféﬁ6ﬁﬁaﬂiEt?rﬁﬁa?i(?n*Effﬁighas?,*TEiﬁfs]ﬁH@éﬁcﬁlﬂy%nﬂ’*@iﬁli leave; ————
surrender, and yield up to Landlord the Premises together with all appurtenances and fixtures in good
order, condition and repair, reasonable wear and tear excepted. .

ARTICLE 8. OWNERSHIP AND REMOVAL OF IMPROVEMENTS AND PERSONAL
PROPERTY » : - '

8.1 dwneréhip of Improvements

The Initial Improvements and all improvements constructed and affixed on the Premises
pursuant to Article 6 shall, at the expiration or termination of this Lease, vest in Landlord, Tenant
shall not remove any of these improvements from the Premises nor waste, destroy or modify-them in
any way. Tenant shall deliver these improvements to Landlord in good condition and Tepair,
reasonable wear and tear excepted, without compensation to Tenant, any subtenant or third party, free
and clear of all claims to or against them by Tenant, any subtenant or third party, and Tenant shall



defend and hold Landlord harmless from all Hability arising from such claims or from the exercise by
Landlord of its rights under this section. Landlord and Tenant covenant for themselves and all persons
claiming under or through them that the improvements installed by Tenant and affixed to the Premises

are real property.

82  Removal of Personal Property and Ownership at Termination

Any signs or other appurtenances that are not affixed to, but placed on, the Premises by Tenant
under this Lease are the personal property of Tenant. At the expiration or earliet termination of this
Lease, Tenant shall remove all personal property placed on the Premises and shall restore the Premises
to the condition it was in on the Commencement Date, at Tenant’s sole expense; subject to any affixed
jmprovements Tepant leaves at the Premises pursuant to Section 8.1. Any personal property not
removed by Tenant after thirty (30) days. from Landlord's sending written notice to Tenant may be
semoved by Landlord. Tenant shall be liable to Landlord for all costs incurred by Landlord in
effecting the removal of personal property and restoring the Premises. Landlord may, in its sole
discretion, declare all personal property not removed by Tenant to be abandoned by Tenant and this
property shall, without compensation to Tenant, become Landlord's property, free and clear of all
claims to or against it by Tenant or any other person. o

83  Liens
(a) | Exemption of Landlord from Liability

Tenant shall at all times indemnify and save Landlord harmless from all claims for labor or
materials in connection with construction, repair, alteration, or installation of structures, improvements,
equipment or facilities by Tenant or Tenant’s agents within the Premises, and from the cost of
defending against such claims, including attorney fees. : '

(b)  Tenant's Obligations

" alteration or installation by Tenant or Tenant’s agents, Tenant shall either:

(0 Record a valid Release of Lien, or .

(2)  Deposit sufficient cash with Landlord to cover the amount of the claim on the lien in
question and authorize payment to the extent of said deposit to any subsequent judgment holder that
may arise as a matter of public record from litigation with regard to a lienholder claim, or

(3)  Procure and record a bond in accordance with Section 3143 of the California Civil
Code, which frees the Premises from the claim of the lien and from any action brought to foreclose the
lien.

Should Tenant fail to accomplish one of the three optional actions within 15 days after the
filing of such a lien, the Lease shall be in default and shall be subject to immediate termination if

Tenant fails to cure such matter within 60 days of receiving written notice thereof from Landlord.

ARTICLE 9. MAINTENANCE AND REPAIRS

_In the cvent a lien is imposed upon the Premiscs as 2 result_of such construction, repair,



9.1  Tenant's OEligations

Tenant, at its own cost and expense, shall maintain the Premises, and keep it free of all grass,
weeds, debris, and flammable materials of every description. Tenant shall ensure that the Premises is
at all'times in an orderly, clean, safe, and sanitary.condition. Landlord requires a high standard. of
cleanliness, consistent with the location of the Premises as an adjunct of the California State Highway
System. : :

Tenant hereby expressly Waives the right to make repairs at the expense of Landlord and
waives the benefit of the provisions of Sections 1941 and 1942 of the California Civil Code or any

successor thereto.

Tenant shall take all steps necessary to protect effectively all highway improvements on the
Premises from damage incident to Tenant's use of the Premises, all without expense to Landlord,
Tenant shall, at its own cost and expense, repair in accordance with Landlord's standards any damage
to Landlord’s highway structure on the Premises, including, but not limited to, all fences, guardrails,
piers and columns, if any, caused by Tenant, subtenants, invitees or other third parties. At Tenant's
request, Landlord will repair the darhage to its property, and Tenant agrees to reimburse Landlord

- _promptly after demand for the amount Landlord has reasonably expended to complete the repair worlk.

Tenant shall be responsible for the care, maintenance, and any required pruning of trees,
shrubs, or any other landscaping on the Premises. Tenant assumes the liability for any damage or
injury caused by any falling branches or other such materials from any tree or shrub whether the
branches fall due to lack of maintenance or act of god or any other natural or unnatural causes.
Tenant’s liability insurance required within Article 10 shall cover any damage caused by any falling
tree or shrub branches or other materials; and, furthermore, per the same Article 10, Tenant covenants
and agrees to indemnify and save harmless Landlord from all liability, loss, cost, and obligation on
account of any injuries or losses caused by any falling branches or material from any tree or shrub.

Tenant shall designate in writing to Landlord a representative who shall be responsible for the

~— day-to-day operation-and level of mainfenance, cleanliness and general order of the Premises and sl ————

be responsible for the removal of debris and trimming of vegetation in the Maintenance Area pursuant
to Section 2.2 above. s

92  Landlord's Riéhts

In the event Tenant fails to perform Tenant's obligations under this Article, Landlord shall give
Tenant notice to do such acts as are reasonably required to so maintain the Premises. If within ten (10)
business days after Landlord sends written notice to repair, Tenant fails to commence to do the work
and diligently proceed in good faith to prosecute it to completion, Landlord shall have the right, but not
the obligation, to do such acts and expend such funds at the expense of Tenant as are reasonably
required to perform such work, Any amount so expended by Landlord shall be paid by- Tenant
promptly after demand plus interest as provided in Section 19.11 from fhe date of completion of such
work to date of payment. Landlord shall have no liability to Tenant for any damage, inconvenience or
interference with the use of the Premises by Tenant as a result of performing any such work.



ARTICLE 10. INSURANCE
10.1  Exemption of Landlord from Liability

. This Lease is ade upon the express condition that Landlord is to be free from all liability and |
claims for damages by reason of any injury to any person or persons, including Tenant, or propetty of
any kind whatsoever and to whomsoever belonging, including Tenant; from any cause or causes
résulting from the operation or use of the Premises by Tenant or its agents, contractors, employees, or
invitees. Tenaft hereby covenants and agrees to defend, indemnify and save harmless Landlord, its
officers, employees, and agents from any and all liability, loss, cost, and all other claims or obligations -
of every kind on account of any such injuries or losses.

Landlord agrees to defend, indemnify and save harmless Tenant, its officers, employees, and
agents frofn claims, suits or actions for personal injury or damage to property arising from the
activities of Landlord or its officers, employees, and agents at the Premises, except to the extent such
claims, suits or actions arise (i) by reason of the negligence of Tenant, its officers, employees, invitees,

* and agents, or (ii) from a temporary or permanent loss of possession of the Prennses by Tenant under
Article 12.-

102 rCommercial General Liability Insurance

" Except as otherwise provided in Section 10.8, Tenant shall at its own cost and expense procure
and keep in force during the term of this Lease, comprehensive bodily injury liability and property
damage liability insurance adequate to protect Landlord, its officers, agents and employees, against any
liability to the public resulting from injury or death of any person or damage to property in connection

' ~ with the area, operation or condition of the Premises, including any ‘and all liability of Landlord for
damage to vehicles parked on the Premises. Such insurance shall be in an amount of not less than
$5,000,000 combined single limit for bodily ifjury and property damage. The limits of such insurance
shall not limit the liability of Tenant. All insurance required hereunder shall be.with companies to be
approved by Landlord. All such policies shall be written as primary policies, not contributing with and

S o= Thof-in excess of coverage which Landlord may- carry.— Said policies shall name the State as-an
‘additional insured and shall insure against the contingent liabilities, if any, of Landlord and the
officers, agents, and employees of Landlord and shall obligate the insurance carriers to notify
Landlord, in writing, not less than thirty (30) days prior to the cancellation thereof, or any other change
affecting the coverage of the policies. If said policies contain any exclusion concerning property in the
care, custody or control of the insured, an endorsement shall be attached thereto stating that such
exclusion shall not apply with regard to any liability of the State of California, its officers, agents, or
employees. Tenant shall furnish to Landlord a Certificate of Insurance acceptable to Landlord within
1ot more than ten (10) days after execution thereof. Landlord shall retain the nght at any time to
review the coverage, form, and amount of the insurance required hereby. If, in the opinion of
Landlord, the insurance provisions in this Lease do not provide adequate protection for Landlord and
for members of the public using the Premises, Landlord may require Tenant to obtain insurance
sufficient in coverage, form and amount to provide adequate protection. Landlord's requirements shall

"be reasonable but shall be designed to assure protection from and against the kind and extent of the
risks which exist at the time a change in insurance is required. Landlord shall notify Tenant in writing



of changes in the insurance requirements; and if Tenant does not deposit copies of acceptable
insurance policies with Landlord incorporating such changes within sixty (60) days of receipt of such
notice, this Lease may be terminated, at Landlord's option, Wlthout further notice to Tenant, and be of
no further force and effect.

103 Business Automobile Liability Insurance

' Except as otherwlse prov1ded in Section 10.8, Tenant shall obtain and keep in effect at all times
during the term of this Lease business automobile liability insurance in.an amount not less than
$1,000,000 - for each occurrence combined single limit for bodily injury and property damage,
including coverage for owned, non-owned and hired automobiles, as apphcable Any deductlble under
such pohcy shall not exceed $10,000 cach occurrence,

104 [Intentionally deleted]
10.5  Workers' Compensatiun Insurance

Except as otherwise prov1ded in Sectlon 10.8, Tenant shall obtain and keep in effect at all times

" during the term of this Léase workers' compensation insurance, including employers' liability, in an

amount not less than $1,000,000 for each accident, covering all employees employed in or about the
Premises to provide statutory benefits as requn'ed by the laws of the State of California. Said policy
shall be endorsed to provide that the insurer waives all rights of subrogatlon against Landlord.

10.6  Failure to Procure and Maintain Insurance

If Tenant fails to procure or maintain the insurance requifed by this Article in full force and

‘effect, and fails to cure such matter within 30 days of receiving written notice -of such failure from

Landlord, this Lease may be terminated immediately by Landlord and.be of no.further force or effect.

" In addition, if Tenant fails to procure or maintain the insurance required by this Article, Tenant shall

cease and desist from operating any business on the Premises and the improvements erected thereon
and shall prevent members of the public from gaining accéss to the Prermses durmg any penod in

which such instirance poh01es are not in full force ‘and effect.

10.7  Waiver of Subrogation :

Tenant hereby waives any and all rights of recovery against Landlord, or against the officers,
employees, agents and representatives of Landlord, for loss of or damage to Tenant or its property or _
the property of others under its control to the extent that such loss or damage is insured against under
any insurance policy in force at the time of such loss or damages. Tenant shall give notice to its
insurance carrier or carriers that the foregoing waiver of subrogation is contained in the Lease.

10.8 :Self-Insurance Coverage

Notwlthstandmg any other provision of this Agreement, the insurance required under Article 10
may include a self-insurance program, which Landlord must specifically pre-approve. No such self-



insurance program shall diminish the rights ‘and privileges to which Landlord would otherwise have
been entitled to under the terms of this Agreement had there been a third-party insurer. ' ,

‘ Landlord acknowledges Tenant maintains a self-insurance program and agrees that Tenant shall
not be required to carry any third party insurance with respect to this Lease at any time that Tendnt
maintains such self-insurance. Landlord agrees Tenant’s self-insurance is sufficient to meet Tenant’s
insurance obligations under this Lease if the self-insurance provides coverage as broad as a
Commercial General Liability insurance policy, as provided on ISO Form CG 0001 or equivalent, for
the Premises. Tenant’s self-insurance. shall include such coverage as would have been covered by
Commercial General Liability Insurance with respect to the Premises, with limits of liability of not Iess -
than Five Million Dollars ($5,000,000) per occurrence with no aggregate limit. Landlord
acknowledges it has received Tenant’s certificate of self-insurance specifying the-extent of self-
insurance ¢coverage hereurider and containing a waiver of subro gation provision reasonably satisfactory
to Landlord. ‘ '

Tenant is also required to notify Landlord in writing not less than thirty (30) days prior to the
effective date of the termination of.its self-insurance covetage: If such notice is given, Tenant is
required to obtain a Commercial General Liability policy providing the coverage required by this "
Article and an effective date the same as the termination date of the self-insurance to avoid any

. disruption in coverage. If Tenant purchases a Commercial General Liability policy to meet the
requirements of this Article, Tenant shall have Landlord named as an additional insured under the
policy and provide a copy of the complete policy to Landlord. Execution of this Lease shall be
Tenant’s acknowledgment that Tenant’s self-insurance program meets the requitements of - this
provision and that Tenant will be bound by all laws as if the Tenant were an insurer as defined under
Section 23 of the California Insurance Code. : '

10.9  Completed Operations Coverage

' To cover all liabﬂity related to any defective design or construction of any improvements at the
Premises, Tenant shall require all third party design professionals or contractors used by City to design
or construct the improvements to carry, during such. design or conmstruction period, professional

“Tiability coverage ‘insfriﬁgfagain*st"ﬁ?:gl’igatfwcs?ﬁbﬁ;or*’omi'ssi'cﬁs"in"connection with such
- contractor’s design or construction work. Tenant shall also require any third party contractor for the
construction of the improvements to provide commercial completed operations insurance coverage for

such construction for the period required under applicable law.
ARTICLE 11. PAYMENT OF TAXES

Tenant agrees to pay and discharge, or cause to be paid and discharged when due, before the
same become delinquent, all taxes, assessments, impositions, levies and-charges of every kind, nature -
and description, whether general or special, ordinary or extraordinary, which may at any time or from
time to time during the term of this Lease, by or according to any law or governmental, legal, political,-
or other authority whatsoever, directly or indirectly, be taxed, levied, . charged, assessed or imposed
upon or against, or which shall be or may be or become a lien upon the Premises or any buildings,
improvements or structures at any time located thereon, or any estate, right, title or interest of Tenant
in and to the Premises, buildings, improvements or stryctures. Specifically, and without placing any



limitation on Tenant's obligations under the immediately preceding sentence, Tenant shall pay when
due, before delinquéncy, any and all possessory interest taxes, parking taxes, workers' compensation,
taxes payable to the California Franchise Tax Board, personal property taxes on fixtures, equipment

~ and facilities owned by Tenant, whether or not the same have become so fixed to the land as to
comprise a part of the real estate. '

Tenant understands that any possessory interest of Tenant created in the Premises by this Lease
may be subject to property taxation and that Teénant may be liable for payment of any such tax levied
on such interest. Any obligation of Tenant under this Article, including possessory inferest tax that the
city or county may impose upon ‘Tenant's interest herein, shall not reduce any rent due Landlord
hereunder and any such obligation shall become the liability of and be paid by Tenant. - In the event
Tenant defaults in the payment of any of the obligations set forth it this Article, this Lease may be
terminated immediately by Landlord and be of no further force or effect. B :

ARTICLE 12. RIGHT OF ENTRY
12.1  Inspection, Maintenande, Construction and Operation of Freeway Structures

Landlord, tbrbugh its agents or representatives, and other city, county, state and federal
agencies, through their agents or representatives, shall have full right and authority to enter in and wpon
the Premises and any building or improvements sitnated thereon at any and all reasonable times during

the term of this Lease for the purpose of inspecting the same without interference or hindrance by
" Tenant, its agents or representatives. . :

Landlord further reserves the right of entry for the purpose -of inspecting the Premises, or the
doing of any and all acts necessary or proper on said Premises in connection with the protection,
maintenance, reconstruction, and operation of the freeway structures and its appurtenances; provided,
further, that Landlord reserves the further right, at its discretion, to immediate possession of the same
in case of any national or other emergency, or for the purpose of preventing sabotage, and for the
protection of said freeway structures, in- which event the term of this Lease shall be extended for a

__ period equal to the emergency occupancy by Landlord, and during said period Tenant shall be relieved,

" Landlord further reserves the right of entry by any authorized officer, engineer, employee, contractor .
or agent of the Landlord for the purpose of performing any maintenance activities upon the property
which Tenant has failed to perform after the expiration of the applicable cure period specified in
Article 9, ‘ : ‘

- 122 Future Transportation Projects
(a) Landlord’s Right to Possession of Premises

Tenant understands and acknowledges that Landlord may, during the term of this Lease,
construct an.“Approved and Funded Transportation Project”, which may require the temporary or
permanent use of all or a portion of the Premises. An “Approved and Funded Transportation Project”
is defined as a proposed transportation facility to be constructed by Landlord where the funds -
necessary to construct the facility are available to Landlord (regardless of the source of the funds) and

to the degree of interference, from the performance of conditions or covenants specified herein.~ ~ ~



where the’ transportatmn facility can reasonably be expected to be constructed within a reasonable
period of time following termination of this Lease as prov1ded in this Article.

In the event Landlord determines that the Premises or any portion thereof will be affected by an
. “Approved and Funded Transportation Project”, Landlord shall immediately notify Tenant of its intent
to take possession of all or a portion of the Premises and shall provide Tenant with at least ninety (90)
days written notice within which to vacate the requued area. Landlord’s notice to Tenant shall indicate
the drea of the Premises to be taken. If possessmn is to be a temporary use of all or part of the
Premises, Landlord shall additionally state in such notice to Tenant Landlord’s reasonable estimate of
the period of time of such temporary use by Landlord and shall restore the surface of such part of the
Prernises at the time it is returned to Tenant. Upon the date Landlord is entitled to possession’ of the
Premises, or portion thereof, Tenant shall peaceably surrender possession of the Premises, or portion
thereof, and comply with the restriction as stated in the notice. The failuré of Tenant to vacate the
required area of the Premises shall constitute a material default and breach of this Lease entitling
Landlord to exercise its rlghts and remedies. :

(b) Reduction of Monthly Rent if Lease Remains Effective .

For the petiod during which Landlord has taken possession of the Premises under this section,
and if this Lease remains effective, Tenant shall be entitled to receive a reduction in monthly Rent for
the term of Landlord’s use of the area of the Premises used by Landlord. The rent will be reduced by
the same percentage as the useable square footage reduction as required by State’s project.

©) Tenant’s Sole Rights; Tenant’s Waiver,

. Landlord’s taking of possession of the Premises under this Section 12.2 does not constitute a
taking or damagmg entitling Tenant to compensation under any Condemnation provisions. The-
reduction in monthly Rent as provided herein shall be Tenant’s sole remedy against Landlord for
" Tenant’s inability to possess or use part or all of the area of the Premises as a result of an “Approved
and Funded Transportation Project,” and Tenant expressly agrees to hold Landlord harmless from any
and all liability for, and expressly waives any right it may have to recover against Landlord, damages -

to the Premises, any improvements thereon, any claim for loss of business goodwill or otherwise
resulting from Tenant’s inability to use or possess all or any portion of the Premises as a result of an
“Approved and Funded Transportation Project”. In addition, Tenant expressly tecognizes that it is not
entitled to receive benefits under the federal or state Uniform Relocation Assistance Act (United States
Code, Section 7260, et seq.) as a result of Landlord’s use or possession of any portion of the Premises

an “Approved and Funded Transportation Project”. Landlord agrees to instruct its authorized
representatwes to minimize the effect of any required construction on Tenant’s use of the Premises,
both in the construction phase and in the permanent effect on the Premises in connection with an
“Approved and Funded Transportatlon Project”.

12.3 Maintenance Work and Retrofitting of Freeway Structures
Tenant understands and agrees that Landlord may be required to perform maintenance or

retrofit work on all or a part of the freeway structures that are situated on and above the Premises. .
Landlord shall have the right to impose such restrictions on Tenant's right to enter, occupy, and use the



Premises and to maintain the existing improvements or construct improvements thereon as Landlord
deems are necessary to enable it to complete construction of all freeway structural retrofit worl
without interference from Tenant.

In the event Landlord determines that it needs to obtain possession of all or a poition of the
Premises, or needs to place restrictions on Tenant's use of the Premises, pursuant to this Section, -
Landlord shall, at least thirty (30) days prior to the effective date of the commencement of such
possession or restrictions notuy Tenant in writing describing the extent of the possession or Iestnctlons
and the effective date of their commencement. Upon the effective date of said notice, Tenant shall
peaceably surrender possession of the Premises and comply with the restrictions as stated therein. The
minimum monthly rent stated in Section 4.1, as adjusted and reevaluated in accordance with Section
4.2 or 4.3 and 4.4, shall be reduced by an amount equal to the proportion which the area of the portion
of the Premises which Tenant is restricted from using or which has been surrendered to Landlord bears
to the total area of thé leased Premises. This reduction in rent shall be Tenant's sole remedy against
Landlord for Tenant's inability to possess or use the entire area of the Premises, and Tenant agrees to
hold Landlord harmless from any and all liability for, and expressly waives any right it may have to
recover against Landlord, damages to the Premises, any improvements constructed on the Premises,

and waives its right to use or possess any portion of the Premises or improvements thereon, and
" damages to any other property, project or operation caused by Landlord's possession, imposition of
restrictions or Tenant's inability to use.or possess all or any portion of the Premisés. In addition,
Tenant expressly recognizes that it is not entitled to receive benefits under the federal or state Uniform
Relocation Assistance Acts (United States Code, title 42, Section 4601, et seq.; California Government
. Code Section 7260, et seq.) as a result of Landlord's use or possession of any portion of the Prennses

Tenant shall conduct its operations on the Premises in such a manner so as not to interfere with
Landlord's or its contractor's performance of any structural retrofit work done “on.or above the
Premises. Tenant acknowledges that the performance of the structural retrofit work may cause damage
to paving or other improvements constructed by Tenant on the Premises. Tenant expressly agrees to
hold Landlord harmless from all such damage to its improvements, provided that at the conclusion of
the retrofit work, Landlord shall restore the surface of the Premises to its preemstmg condition at no.

costto Tenant

12.4  Reinstitution of Lease.

If Landlord takes possession of all or a portion of the Premises in accordance with the .
preceding prov1s1ons of this Article 12, Landlord shall notify Tenant that Landlord has completed the
use or work requiring such repossession within thirty days after Landlord completes such use or work,

. and if requested by Tenant in writing within ninety days thereafter, either (i) in the case of a partial
repossession by Landlord, Tenant shall be entitled to lease the entire Premises (i.e., the initial Premises
leased before Landlord’s repossession) and pay the corresponding minimum monthly rent for the
‘temainder of the Lease term and (ii) in the case of a total repossession by Landlord and termination of

_the Lease, Landlord shall enter into a new lease with Tenant with respect to the entire Premises with
substantially the same terms and conditions as set forth in this Lease (except that the expiration date of
the new lease shall be extended one day for each day between the date of Landlord’s repossession and



the commencement date of the new lease or any earlier date selected by the Tenant), which together
with Landlord’s obligation to restore the surface of the Premises to substantially the condition in which
it was in immediately prior to- Landlord taking possession pursuant to this Article 12, shall be
Landlord’s only obligation to Tenant in the case it repossesses all of the Premises.

ARTICLE 13. CONDEMNATION BY PUBLIC ENTITIES OTHER THAN LANDLORD
13.1  Definitions

(a) nCondemnation” means (1) the exercise of the power of eminent domain, whether by
legal proceedings or otherwise, by a public entity having that power, that is, a condemmnor, and (2) a’
voluntary sale or transfer to any condemnor, either under the threat of condemnation or while legal
proceedings in condemnation are pending.

() " Award" means all compensation, sums, or anything of value awarded, paid or received
upon a total or partial condemnation of the Premises. : ' :

© "Substantial taking" means a taking of a portion of the Premises by condemnation
which, assuming a reasonable amount of reconstruction on the remainder, substantially impairs
Tenant's ability to use the remainder for the purposes permitted under this Lease.

13.2 Termination of Lease as to Part Condemned

Tn the event the whole or any part of the Premises is taken by condemnation by a public entity,
other than Landlord, in the lawful exercise of its power of eminent domain, this Lease shall cease as to
the whole or the part condemned upon the date possession of the whole or that part is taken by the

- public entity. : : T

13.3  Partial Taking

__Tf a part of the Premises is taken by condemnation but there.is no substantial taking of the
Premises, Tenant shall continue to be bound by the terms, covenants, and conditions of this Lease as to
the remainder. However, if the fair rental value of the remainder will be less than the rent required by
this Lease, the minimum monthly rent shall be reduced to an amount equal to the fair rental value of
the rémainder as of the date possession of the part is taken by the public entity. '

If the part taken by condemnation constitutes a substantial taking of the Premises, Tenant may
elect to: : : ~ '

(2) © Terminate this Lease and be absolved of obligations hereunder which have not accrued
at the date possession is taken by the public entity; or . o

(b)  Continue to occupy the remainder of the Premises and remain bound by the terms,
covenants and conditions of this Lease as to the remainder. If Tenant elects to continue to occupy the
remainder, and if the fair rental value of the remainder will be less than the rent required by this Lease,
the minimum monthly rent shall be reduced to the fair rental value of the remainder as of the date
possession of the part is taken by the public entity. '



Tenant shall give notice in writing of its election to terminate this Leasé hereunder within thirty
(30)-days of the date possession of the part is taken by the public entity. If Tenant fails to give’ -
Landlord its written notice of términation within the time specified, this Lease shall remain in full
force and effect except that the minimum monthly rental shall be reduced as provided in this section. '

. If it continues to occupy the rémainder, Tenant, whether or not the award upon the taking by
condemnation is sufficient for the purpose, shall, ‘at its expense, within'a reasonable period of time,.
commence and compléte restoration of the remainder . of the Premises as nearly as possible to its
condition and character immediately prior to such taking; provided, however, that in the case of a
taking for temporary use, Tenant shall not be required to effect restoration until such taking is
terminated. Tenant shall submit to Tandlord its plans for the restoration of the remainder within ninety

(90) days of the date possession of the part is taken by the public entity.

13.4  Adjustment of Rent - -

- Should a portion of the Premises be condemned and the rent be reduced as provided above, the
~ reduced rent shall continue to be subject to adjustment and reevaluation in accordance with Article 4.

- 13.5 Compensatioﬁ

. Landlord shall be entitled to receive and shall receive all compensation for the condemnation of
all or any portion .of the Premises by exercise of eminent domain except as hereinafter provided. .
Tenant shall be entitled to that portion of said compensation which represents the present worth as of
the date possession is taken by thé public entity of the. remaining use under the Lease of all
improveﬁ;ents constructed by Tenant on the Premises located within the part taken by the public entity.
" Tenant may also assert a claim for loss of business goodwill under the provisions of Section 1263.510
of the California Code of Civil Procedure, o :

If all or a portion of the Premises is condemned at a time when Tenant possesses an interest in

- xeal property located outsid the Premises (hereinafter called "outside proper y"), Tenant may-claim~ ~ — - -

entitlement to an award of damages accruing to the outside property by reason of the severance
therefrom of thé condemned portion of the Premises as provided in the Eminent Domain Law
- (California Code of Civil Procédure Sections 1230.010 through-1273.050).

ARTICLE 14. UTILITIES

‘Tenant shall pay when due, and shall hold Landlord harmless from any liability for, all charges
for water, gas, heat, light, power, telephone, sewage, air conditioning and ventilating, scavenger,
jamitorial and landscaping services and all other materials and utilities supplied to the Premises.
Landlotd shall not be Lable in damages or otherwise for any failure or interruption of any utility
service furnished to the Premises, and no such failure or interruption shall entitle Tenant to terminate
this Lease. : ' )

- ARTICLE 15. DEFAULT



151 Default

“The occurrence of any of the following shall constitute a material breach and default of this
Lease by Tenant. ‘ o S
(a) -Any failure by Tenant to pay. rent or any other monetary sums required to be paid
hereunder, where such failure continues for ten (10) business days after written notice thereof has been
given by Landlord to Tenant. S :

(b) The abandonment or vacation of the Premises by Tenant. Failure to occﬁi;y and operate the
Premises for sixty.(60) consecutive days following the mailing of written notice from Landlord to
Tenant calling attention to the abandonment shall be deemed an abandonment or vacation.

(c). The making by Tenant of any general assignment or general arrangement for the benefit of
creditors; the filing by or against Tenant of a petition to have Tenant adjudged bankrupt or of a petition .
-for reorganization or arrangement under any law relating to bankruptcy (unless, in the case of a
petition filed against Tenant the same is dismissed within sixty (60) days); the appointment of a trustee
or receiver to take possession of substantially all of Tenant's assets, where possession i not restored to
Tenant within forty-five (45) days; or the attachment, execution or other judicial seizure of
substantially all of Tenant's assets, where such seizure is not discharged within sixty (60) days.

@ The failure by Tenant to comply with any applicable provision of any law, statute, zoning
restriction, ordinance or governmental rule, regulation or requirement as set forth in Section 5.3 of this

Lease where such failure continues for ninety (90) days after written notice thereof by Landlord to
Tenant. oo ,

() The failure by Tenant to comply with the réquirements regarding hazardous materials as set
forth in Article 5 of this Lease where such failure continues for sixty (60) days after written notice
thereof by Landlord to Tenant.

(g) The construction by Tenant of any improvenients on the Premises contrary to the
B }féiffsionSﬁf Article 6 of this Lease if Tenant fails o femove such unauthorized improvements within -~
sixty (60) days after written notice thereof by Landlord to Tenant.

(h) The failure by Tenant to pay any tax, assessment, imposition, levy or charge of any kind as
set forth in Article 11 of this Lease wherte such failure continues for sixty (60) days after written notice
thereof by Landlord to Tenant. : A

(i). The failure by Ténant to observe and perform any other provision of this Lease to be
observed or performed by Tenant, where such failure continues for sixty (60) days after written notice
thereof by Landlord to Tenant; provided, however, that if the nature of such default is such that it
cannot be reasonably cured within such sixty (60) day period, Tenant shail not be deemed to be in
default if Tenant shall within such period commence such cure and thereafter diligently prosecute the
same to completion. '

152 Landiord's Remedies



In the event of any material default or breach by Tenant, Landlord may at any time thereafter,
without limiting Landlord in the exercise of any right of remedy at law or in equity which Landlord
may have by reason of such default or breach, terminate Tenant's right to possession by any lawfut
means; in which case this Lease shall immediately terminate and Tenant shall immediately surrender
possession of the Premises to Landlord. In such event Landlord shall be entitled.to recover from

‘Tenant . all damages incurred by Landlord by reason of Tenant's default including, but hot limited to,

the following: : o ' -
(a) the worth at the time of award of any unpaid rent which had been earned at the time of such

- terminiation; plus

(b) - the worth at the time of award of the amount by which the unpaid rent which would have
been eamned after termination until the time of award exceeds the amount of such rental loss that is
proved could have been reasonably avoided; plus

- (¢) 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 such rental loss. that is proved could be
reasonably avoided; plus ' L o

(d)  any other amount necessary to compensate Landlord for all the detriment proximately
caused by Tenant's failure to perform its obligations under this Lease or which in'the ordinary course
of events would be likely to result therefrom; plus ' -

~ “(e) at Landlord's election, such other amounts in addition to or in lieu of the foregoing as may”
be permitted from time to time by applicable State law. Upon any such re-entry Landlord shall have
the right to make any reasonable repairs, alterations or modifications to the Premises, which Landlord
in its sole discretion deems reasonable and necessary. As used in subparagraphs (a) and (b), above, the
"worth at the time of award" is computed by including interest on-the principal sum at a rate one
percent (1%) above the discount rate of the Federal Reserve Bank of San Francisco from the date of

“default. As usedin subpe_lragraph (¢), above, the "worth at the time of award" is computed by

discounting such amount af a rate one percent (1%) above the discount rate of the Federal Reserve
Bank of San Francisco at the time of award. The term "rent" as used in this Article shall be deemed to

' be and to mean rent to be paid pursuant to Article 4 and all other monetary sums required to be paid by

Tenant pursuant to the terms of this Lease.

Tenant hereby acknowledges that late payment by Tenant to Landlord of rent and other sums
due hereunder will cause Landlord to incur costs not contemplated by this Lease, the exact amount of
which will be extremely difficult to ascertain. Such costs include, but are not limited to, processing
and accounting charges. Accordingly, if any installment of rent or any other sum due from Tenant
shall not be received by Landlord or Landlord's designee within ten (10) days after such amount shall
be due, a late charge equal to one and one half percent (1.5%) of the payment due and unpaid- plus
$100.00 shall be added to the payment, and the total sum shall become immediately due and payable to
Landlord. An additional charge of one and oné half percent (1.5%) of such payment, excluding late
charges, shall be added for each additional month that such payment remains unpaid. Landlord shall
apply any monies received from Tenant first to any accrued delinquency charges and then to any other
payments due under the Lease. The parties hereby agree that such late charges represent a fair and

- reasonable estimate of the costs Landlord will incur by reason of late payment by Tenant, Acceptance

of such late charges by Landlord shall in no event constitute a waiver of Tenant's default with respect



to such overdue amount, nor prévent Landlord from exercising any of the other rights and remedies
granted hereunder. : . .

ARTICLE 16. ASSIGNMENTS, TRANSFERS, SUBLEASES AND ENCU“MBRANCES
16.1 Voluntary Assignments and Subleases

Tenant shall tiot voluntarily assign, transfer or encumber.its interest in this Lease or in the
Premises, or sublet all or any part of the Premises, or allow any other person or entity (except Tenant's
authorized representatives) to occupy or use all or any part of the Premises without first obtaining
Landlord's writtéen consent and the concurrence of the Federal Highway Administration, unless
‘otherwise expressly permitted by the provisions of this Article. Landlord may withhold its consent to
any such assignment, transfer, encumbrance or sublease unless all of the following express conditions
are satisfied: ) ' C o ’

(a) Landlord receives compensation from Tenant upon the assigniment, transfer, sale,
sublease or encumbrance -of any of Tenant's rights in the Premises in an amount calculated in
accordance with the provisions of Section 4.7. C ‘ -

(b)  Landlord receives and has the right to receive fifty percent (50%) of any and all
consideration, whether in present payments or in future payments, which Tenant receives from an
assignee, transferee or subtenant in excess of the amount of rent Tenant is obligated to pay to Landlord
under this Lease. : :

(c) At Landlord’s option, a new minimum monthly rental rate may be established in
accordance with the provisions of Section 4.4, 4.5, or 4.6. '

Tenant's failure to obtain Landlord's required written approval of any assignment, transfer,
sublease or encumbrance shall render such assignment, transfer, sublease or encumbrance void.
Occupancy of thé Premises by a prospective transferee, sublessee or assignee before approval of the
transfer, sublease or assignment by Landlord shall constitute a breach of this Lease. Landlord's
consent to any assignment, sublease or encumbrance shall not constitute a waiver of any of the terms,
covenants or conditions of this Lease. Such terms, covenants and conditions shall apply to each and -
every assignment, sublease and enéumbrance of this Lease and shall be severally binding upon each

and every party thereto. -Any document t0 mortgage, pledge, Thypothecate, encumber, transfer, sublet;—

or assign the Premises or any part thereof shall incorporate directly or by reference all the provisions of
this Lease. ‘ . : -

16.2 Change in Partneréhip or Limited Liability Partnership

- If Tenant is a partnership or limited liability partnership, a withdrawal or change, voluntary,
involuntary or by operation of law, or the dissolution of the partnership, shall be deemed a voluntary
assignment subject to the provisions of Section 16.1. However, Tenant shall hiave the right, without
any requirement to obtain Landlord's consent or make any payment to Landlord, to assign all of
Tenant's rights and obligations under this Lease to any person or entity that directly or indirectly
controls, is controlled by or is under common control with Tenant.’

16.3 . Change in Tenants



If Tenant consists of more than one person, a purported assignment, voluntary, involuntary or
by operation of law, from one tenant to another shall be deerned a voluntary assignment subject to the
provisions of Section 16.1. However, Tenant shall have the right, without any requirement to obtain
Landlord's consent or make any payment to Landloid, to assign all of Tenant's rights and obligations
under this Lease to any person or entity that directly or indirectly controls, is controlled by or is under
common control with Tenant. '

16.4  Change in Corporation or Limited Liability Company

If Tenant is a corporation or limited liabilifgy company, any. dissolution, merger, consolidation,

or other reorganization of Tenant, or the sale or other transfer of a controlling percentage of the capital

stock of Tenant, or the sale of 51% of the value of the assets of Tenant, shall be deemed a voluntary
assignment’ subject to' the provisions of Section 16.1. The phrase "controlling percentage” means the
ownership of, and the right to vote, stock possessing at least 51% of the total combined voting’ power
of all classes of Tenant's .capital stock issued, outstanding, and entitled to vote for the election of
directors -or a controlling interest in the LLC. However, Tenant shall have the right, without any
requirement to obtain Landlord's consent or make any payment to Landlord, to assign all of Tenant's
rights and obligations under this Lease to any person or entity that directly or indirectly controls, is
controlfled by or is under common control with Tenant.

16.5 . Assigmﬁent of Rent from Subtenants
Tenant immediately and irrevocably assigns to Landlord, as security for Tenant's obligations

under this Lease, all rent from any subletting of all or a part of the Prefnises as permitted by this Lease,
and Landlord, as assignee and attorney-in-fact for Tenant, or a receiver for Tenant appointed on

Landlord's application, may collect such rent and apply it toward Tenant's obligations under this Lease; -

except that, until the occurrence of an act of default by Tenant, Tenant shall have the right to collect
such rent. - '

16.6 Infonnzition to be Supplied to Landlord

Tenant shall supply Landlord with all i'nforma'tgnﬁLaI‘idlo'rd defermines to be necessary on all’

, ﬁersons or firms to which Tenant proposes to sublet, transfer or assign any of its interest in the
+ Premises, or which might establish rights to enter, control, or otherwise encumber the Premises by

reason of any agreement made by Tepant. In addition, with respect to any proposed sublease, transfer
or assignment, Tenant shall provide Landlord with: ‘
(a) a copy of all documents relating thereto, .
(b) a statement of all terms and conditions of said transaction, including the consideration
therefor,

(c) a copy of the financial statement of the prospective subtenant, transferee or assignee, and

(d) a copy of all documents showing compliance by the prospective subtenant, transferee or -

assignee with all of the bid eligibility requirements contained in the bid package.

16.7  Processing Fees for Assignments, Transfers and Subleases ‘



(2) Tn addition to the sum specified in Section 4.7, a fee of one thousand five hundred dollars
($1,500) shall be paid to Landlord for processing each consent to assignment, transfer, or sublease to
Landlord as required by this Lease. This processing fee shall be deemed earned by Landlord wher
paid and shall not be refundable. . o

'(b) If a processing fee has been paid by Tenant for another phase of the svame fransaction, a
second fee will not be charged. :

(¢) The amounts specified above for processing fees shall be automatically adjusted at the end
of the first year of this Lease and every year thereafter in accordance with an annual fee schedule
adopted by Landlord. Landlord. shall make said fee schedile available to Tenant upon receiving a
request therefor. : : )

16.8 Encumbranées

Tenant shall not encumber the Premises in any manner whatsoever.
ARTICLE 17. NONDISCRIMINATION

Tenant, for itself, its personal representatives, successors in interest, and assigns, as a part of
the consideration hereof, does hereby covenant and agree as a covenant running with the land that: (1)
no person, on the ground of race, color, or national origin shall be excluded from participation in, be
denied the benefits of, or otherwise subjected to disctimination in the use of said facilities, (2) in
connection with the construction of any improvements on said land and the furnishing of services
thereon, no discrimination shall be practiced in the selection of employees and contractors, by
contractors in the selection and retention of first-tier subcontractors, and by first-tier subcontractors in
the selection and retention of second-tier subcontractors, (3) such discrimination shall not be practiced
against the public in its-access to and use of the facilities and services provided for public
accommodations (such as eating, sleeping, rest, recreation, and vehicle servicing) constructed or

" operated on, over, or under the Piemises, and (4) Tenant shall use the land in compliance with all other
requirements imposed pursuant to Title 49, Code of Federal Regulations, Part 21 {49 CFR., Part2l) -

““and as said regulations may be amended. In the event: of breach of any of the above nondiscrimination

covenants, the Landlord shall have the right to terminate this Lease, and to re-enter and repossess said
land and the facilities thereon, and hold the same as if said Lease had never been made or issued.

ARTICLE 18. SECURITY DEPOSIT

None
ARTICLE 19. ADDITIONAL PROVISIONS
19.1 Quiét Enjoyment

Landlord covenants and agrees with Tenant that upon Tenant paying rent and other mon‘efary o

sums due under the Lease and performing its covenants and conditions, Tenant shall and may
peaceably and quietly have, hold and enjoy the Premises for the term of this Lease.



19.2 Captions, Attachmenits, Defined Terms

The captions of the Articles of this Lease are for convenience only and shall not be deemed to
_-be relevant in resolving any question of interpretation or construction. of any section of this Lease.
" Exhibits attached hereto, and addenda and schedules initiated by the parties, are deemed by attachment
to constitute part of this Lease and are incorporated herein. The words "Landlord" and "Tenant," as
used hereir, shall include the plural as well as the singular. Words used in neuter gender include the
masculine and feminine and words in the masculine or feminine gender include the neuter, If there be
more than one Landlord or Tenant, the obligations hereunder imposed upon Landlord or Tenant shall
be joint and several. If the Tenants are husband and wife, the obligations shall extend individually to
their sole and separate property as well as to their community property. ‘

193 Entire Agreement

This instrument along with any exhibits and attachments hereto constitutes the entire agreement
_between Landlord and Tenant relative to the Premises and this Lease and the exhibits and attachments
may be altered, amended or revoked only by an instrument in writing signed by both Landlord and
Tenant. Landlord and Tenant agree hereby that all prior or contemporaneous oral agreements between
and ameng themselves and their agents and representatives relative to the leasing of the Premises are
merged in or revoked by this agreement. - : :

19.4  Severability

If any terms or provision of this Lease shall, to any extent, be determined by a court of
competent jurisdiction. to be invalid or unenforceable, the remainder of this Lease shall not be affected
- ‘thereby, and each term and provision of this Lease shall be valid and be enforceable to the fullest
extent permitted by law. 4

19.5 - Costs of Suit
~ ~  If Tenant or Landlord shall bring any action for any relief against the other, declaratory of -
otherwise, arising out of this Lease, including any suit by Landlord for the recovery of rent or
possession of the Premises, the losing party shall pay the successful party a reasonable sum for
* attorney's fees which shall be deemed to have accrued on the commencement of such action and shall
be paid whether or not such action is prosecuted to judgment. Should Landlord, without fault on
Landlord's part, be made a party to any litigation instituted by Tenant or by any third party against
Tenant, or by or against any person holding under or using the Premises by license of Tenant, or for
the foreclosure of any lien for labor or materials furnished to ot for Tenant or any such other person or
otherwise arising out of or resulting from any act or transaction of Tenant or of any such other person,
Tenant shall save and hold Landlord hai'gﬂess from any judgment rendered against Landlord or the
Premises or any part thereof, and all costs and expenses, including reasonable attorney's fees, incurred
by. Landlord in connection with such litigation. '

19.6  Time, Joint and Several Liability



~ subleases or subtenancies.”

"Time is of the essence of this Lease and each and every provision hereof, except as to the
conditions relating to the delivery of possession of the Premises to Tenant. -All the terms, covenants
and conditions contained in this Lease to be performed by either party if such party shall consist of
more than one person or organization, shall be deemed to be joint and several, and all rights and
remedies of the parties shall be cu_nulat1ve and non-exclusive of any other remedy at law or in equ1ty

197 Bmdmg Effect; Choice of Law

. The parties hereto agree that all the provisions hereof are to be construed as both covenants and
conditions as though the words imporu'no such covenants and conditions were used in each separate
section hereof; and all of the provisions hereof shall bind and inure to the benefit of the parties hereto
and their respective heirs, legal representatives, successors and assigns. This Lease shall be governed
by the laws of the State of California.

198 Waiver.

_ - No covenant, term or condition or the breach thereof shall be deemed waived, except by written
" consent of the party against whom the aiver is claimed and any waiver or the breach of any covenant,
term or condition shall not be deemed to be a waiver of any preceding or succeeding breach of the
same or any other covenant, term or condition. Acceptance by Landlord of any performance by Tenant
after the time the same shall have become due shall not constitute a waiver by Landlord of the breach
or default of any covenant, term or condition. Acceptance by Landlord of any performance by Tenant
after the time the same shall have become due shall not constitute a waiver by Landlord of the breach
or default of any covenant, term or condition unless otherwme expressly agreed to by Landlord in
writing, .

19.9  Surrender of Premises
The voluntary or other surrender of this Lease by Tenant, or a mutual cancellation thereof, shall

" not work a merger and shall, at the option of the Landlord, terminate all or any existing subleases or
subtenancies, or may, at the op’aon of Landlord operate as ‘an ass1gnment to it of any or all such

19.10 Hold-ing Over

If Tenant remains in possession of all or any part of the Premises after the expiration of the
term hereof, with of “without the express or implied consent of Landlord, such tenancy shall be from
month to month only and not a renewal hereof or an extension for any further term, and in such case,
rent and other monetary sums due hereunder shall be payable at the time specified in this Lease and
such month-to-month tenancy shall be subject to every other term, covenant, condition and agreement
contained herein, except that the monthly rental rate set forth-in Section 4.1 shall be increased by ten
percent (10%) effective the first month of the holdover period. Landlord further reserves the right to
review the rental rates of all holdover Tenants periodically for the purpose of making reasonable
adjustments to the monthly rental payments.

19.11 Interest on Past Due Obligations




‘ Except as expressly herein provided, any amount due to Landlord not paid when due shall bear
interest at a rate one percent (1%) above the discount rate of the Federal Reserve Bank of San
Francisco from the due date. Payment of such interest together with the amount due shall excuse or
cure any default by Tenant under this Lease.

19.12 Recording
Neither Landlord nor Tenant shall record this Lease.
19.13 Notices

, All notices or demands of any kind required or desired to be given by Landlord or Tenant

hereunder shall be in writing and shall be deemed delivered forty-eight (48) hours after depositing the |
notice or demand in the United -States mail, certified or registered, postage prepaid, addressed to the
Landlord or Ténant respectively at the. addresses set forth in Article 1.

19.14 No Reservation

~ Submission of this instrument for examination or signature by Tenant does not constitute a
reservation of or option for lease; it is not effective as a lease or otherwise until execution and delivery
by both Landlord and Tenant.

19.15 Corporate Authdrity

If Tenant is a corporation, ‘each individual executing this Lease on behalf of said corporatlon
represents and warrants that he/she is duly authorized to execute and deliver this Lease on behalf of
said corporatmn in accordance with a -duly adopted resolution of the Board of Ditectors of said
* corporation or in accordance with the Bylaws of said corporatlon, and that'this Lease is binding upon

said corporation in accordance with its terms. If Tenant is a corporation, Tenant shall, within thirty
(30) days after execution of this Lease, deliver to Landlord a certified copy of resolution of the Board -

" of Directors of said corporation authorizing or ratifying the ‘execution of ’dus Lease

19.16 Force Majeure

If either Landlord or Tenant shall be delayed or prevented from the performance of any act
required hereunder by reason of acts of God, governmental restrictions, regulations or controls (except
those reasonably foreseeable in'connection with the uses contemplated by this Lease) or other cause
without fault and beyond the control of the party obligated (except financial inability), performance of
such act shall be excused for the period of the delay and the period for the performance of any such act

 shall be extended for a period equivalent to the period of such delay. Nothing in this clause shall
excuse Tenant from prompt payment of any rent, taxes, insurance or any other charge required of
Tenant, except as may be expressly provided in this Lease.

19.17 Non-Liability of Tenant and Landlord Officials, Employees and Agents



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

19.18. Controller’s Cettification of Funds

The terms of this Lease shall be governed by and subject to the budgetary and fiscal provisions
of the Tenant's Charter. Notwithstanding anything to the contrary contained in this Lease, there shall
be no obligation for the payment or expenditure of money by Tenant under this Lease unless the
Tenant's Controller first certifies, pursuant to Section 3.105 of the Tenant'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
Tenant after the fiscal year in which the term of this Lease commences, sufficient funds for the
payment of Rent and any other payments required under this Lease are not appropriated, then Tenant
or Landlord may terminate th1s Lease, without penalty, liability or expense of any kind to Tenant, as of
the last date on which sufficient funds dre appropriated. Tenant shall use its reasonable efforts to give
Landlord reasonable advance notice of such termination

19.20 MacBride Principles - Northem Ireland

Tenant. 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. Tenant also urges San Francisco companies to do
business with corporations that -abide by the MacBride Principles. Without acknowledging the
_ applicability of the aboye to this Lease, Landlord acknowledges that it has read the above statement of

. Tenant concerning doing business in Northern Ireland. This provision is included pursuant to the
reqitest of Tenant, with the parties’ agreement and understandmg that 1t shall not affect or impact their
respective nghts and obligations under this Lease.

19.21 Tropical Hardwood and Virgin Redwood Ban

Tenant 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. This
provision is inciuded pursuant to the request of Tenant, with the parties’ agreement and understanding
that it shall not affect or impact their respective rights and obligations under this Lease.

I
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In Witness Whereof Landlord and Tenant have executed this Lease as of the date first written above.

LANDLORD:

Dated:

TENANT:

" Dated:

1

STATE OF CALIFORNIA DEPARTMENT OF
TRANSPORTATION ' ‘

By: .

LINDA EMADZADEH, District Office Chief
R/W Local Programs, Utilities, and Airspace

APPROVED AS TO FORM AND PROCEDURE: |

By:

Lucille Baca

Attomney

State of California _
Department of Transportation

CITY AND COUNTY OF SAN FRANCISCO, a municipal
corporation, acting by and through its Municipal Transportation
Agency

By:

EDWARD D. REISKIN

Director of Transportation

San Francisco Municipal Transportation Agency

Board of Directors

Resolution No:
Adopted:
Attest:

Secretary, SEMTA Board of Director

APPROVED AS TO FORM:



DENNIS J. HERRERA,
City Attorney

By:

Carol Wong, Deputy City Attorney
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EXHIBIT D

v

Tenant does not know nor has reasonable cause to believe that any release of hazardous material
has come to be located on or beneath the Premises except as set forth in the following documents
provided by Tenant to Landlord prior to the Commencement Date: (i) Final Site Investigation
Report prepared by AGS, Inc. (AGS Project No. 980813) and dated October 2002, (i) letter
from Baseline Environmental Consulting to the Department of Public Works and dated January
8, 2004, and (iii) the Site Mitigation Plan prepared by AEW Engineering, Inc. and dated May
2011. : -



EXHIBITE

Stormwater Pollution Prevention Fact Sheet(s) for: Parking and Vehide Storége
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.DAVID
TATI’ERSALL & Co.

David N, Tattersall, MAl

Renl Estate Advisery Services

May 30, 2014

Ms. Kerstin Fraser Magary,

SFMTA Real Estate Unit,

One South Van Ness Avenue, 8" Floor,
San Francisce, Ca. 94103

- Dear Ms, Magary:

Pursuant to your request and authorization, this submission is an appraisal report, to
estimate the Market Value of the Fee Simple Interest and Market Rental Value in the
property located along the north line of Islais Creek, beneath and east of Interstate 280,
San Francisco, California. The subject is more specifically identified on Table 1.

In order to appraise this property, an inspection of sites and neighborhood in which they
are located has been completed A determination of highest and best use has been made.
Trends of land uses in the area have been noted and research has been completed on
comparable property sales and land Ieases as they relate to the subject.

Based upon my analysis of the available mformatlon the Market Value of the defined
interest in the parcels, as described herein, subject to the Assumptions and Limiting
" Conditions contained in Chapter I, as of May 20, 2014, is considered to be:

Gross of Allocated Remediation Cost

Parcel No.1: TWO HUNDRED FOURTEEN THOUSAND SIX HUNDRED
- SEVENTY ONE DOLLARS PER ANNUM
(8214,671/pa)

Net of Allocated Remediation Cost

Parcel No. 1: ONE HUNDRED FIFTY FOUR THOUSAND NINE HUNDRED
TWENTY SIX DOLLARS PER ANNUM
(8154,926/pa)
Pgrcel No, 2:
; ONE DOLLAR
(31.00)

This letter of transmittal must remain attached to the report, which contams 40 pages,
plus related addenda exhibits, in order for the value opinion set forth to be considered
valid.

523 4th Street, Suite 224 ~ San Refael, CA 94901
Tel: (415)453-4195 ~ Fax: (415) 453-4795 ~ Email: davidtattersall@shcglobal.net



Islais Creek/1-280 Parcels, San Francisco, Ca.

This appralsal has been prepared for the exclusive use of the City and County of San
Francisco and may not be used or relied upon by anyone other than the Client; for any
purpose whatsoever without the express written consent of the appraiser.

The analyses, opinions, and conclusions were developed, and this report has been
prepared, in accordance with the Uniform Standards of Professignal Appraisal Practice
and CFR 49, Part 24.

- Respectfully submitted,

David Tattersall & Company

Dlgltally signed by DaVId
Tattersall

Lj .DN: cn=David Tattersal, 0,04,
. - é T dav1dtattersall@sbcg|obal
Date: 2014.06.04 10:23:54 -07'00'

David N. Tatgrsall, MALI -
General Certificate AG002681

DL



Islais Creek/I-280 Parcels, San Francisco, Ca. .

SUMMARY OF SALIENT FACTS AND CONCLUSIONS

Property Type:
Property Address:

APN:
Parcel Size:

Zoning:

Flood Zone:

Earthquake Hazard;

Building Improvements:

Building Size:

Highest and Best Use: '
Interest Appraised:;
Date of Inspection:
Effecti;fe Date of Value:

Date of Report:

Value Conclusion:

Parcel No. 1 - 04-SF-2’80-83
Parcel No. 2 - 04-SF-280-8b

Vacant/unimproved industrial land.

No given address _
Islais Creek/I-280, San Francisco, California

See Table |

See Table 1

M-2 Heavy Industrial District
PDR-2 - Production

A non participating community

Not identfﬁcd in an earthquake study zone.
None

N/A

Hold for future industrial development.

Fee Siniple Interest.

May 20, 2014,

May 20, 2014

May 30, 2014

Gross of Remediatién Net of Remediation
$217,671 per annum * $154,926 per annum

$1.00 (per client instructions)

DT



Islais Creek/1-280 15arcels, San Francisco, Ca.

CERTIFICATION

| certify that, to the best of my knowledge and belief:

The statements of fact contained in this report are true and corect,

I have no present or prospective interest in the property that is the subject of this appraisal report and no

" personal interest with respect to the parties involved. I have previously rendered appraisal services on this

property within the past 36 months.

{ Have.no bias with respect to the property that is the subject matter of this appraisal report or to the parties
involved-with this assignment.

My cotnpensation for completing this assignment is not contingent upon the development or reporting of a
predetermined value or direction in value that favors the cavse of the client, the amount of value estimate,

the attainment of a stipulated result or the occurrence of a subsequent event directfy related to the intended -
_ user of this appraisal.

My engagement in this assignment was not contingent upon developing or reporting predetermined results.

This appraisal report sets forth all of the limiting conditions imposed by the terms of the assignment
affecting the analyses, opinions; and conclusions contained in this report,

The reported analyses, opinions and conclusions were deVeloped and this report has been preparéd, in
conformity with the requirernents of the Code of Professional Ethics and Standards of Professional
Appraisal Practice of the Appraisal Institute.

“The- reported analyses, opinions and conclusions were developed and this report has.be,en prepared, in

coriformity with the Uniform Standards of Professional Appraisal Practice.

The use of this report is subject to the requirements of the Appraisal Institute relating to yeview by its duly

.authorized representatives.

I have made a personal inspection of the property that is the subject of this report.

" No one provided significant real property appraisal assistance to the person signing this certification.

As of the date of this report, 1, David N. Tattersall, have completed the fequirements under the continuing
education program of the Appraisal Institute. ’

, Digitally signed by David Tattersail

. -ef;c=lS .
Date; 2014.06,04 10:26:15 -07'00’

» + DN: en=David Tattersall, o, ou,
>”j : 'emall=davidtattersall@sbcglobal.n .

David N. Taitersall, MAI

General Certificate AG002681
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Islais Creek/1-280 Parcels, San Francisco, Ca.

L Report Summary

A, Property Appraised

The subject property comprises 4 irregular shaped parcels. The parcels are being created -

from a number of assessor parcels as summarized on Tabie 1. The parcels form a portion

of the Project site being acquired part in fee and part leased from Caltrans. This appraisal
addresses the value of the leased parcels only.

Parcel 1: 04-SF-280-8a isa 71,557 scjuare foot pafcel located beneath and between the I-

280 north and southbound overpass lanes between Cesar Chavez Street and the north line
of Islais Creek.

Parcel 2: 04-SF-280-8 is a 2,591 square foot slither of land located bemeath and

between the 1-280 north and southbound overpass lanes along the north line of Islais
Creek. . . - ' '

Parcel Nos. 3, 4 and 5 are *associated parcels which form a part of the ‘project site area’
and have been acquired in fee’ but do not form a part of the appraised site areas.

B.  Purpose and Intended Use of the Appraisal

I bave been requested by Mr. Edward D. Réiskin, Director of Transportation for the San

Francisco Municipal Transportation Agency, to estimate the Market Rental Value of the:

Fee Simple Interest in Parcel Nos. I and 2 in the subject property. The intended user of
the appraisal is exclusively for the San Francisco Municipal Transportation Agency, and
- the intended use is for lease negotiation purposes, and for no other intended use or user,

C..  Inspection of Subject and Date of Value

~ The subject property was initiall).r re-inspected by, David N. Tattersall, MAL, on May 20,.

2014. The effective date of value is May 20, 2014,

D.  Scope of Appraisal

The scope of the appraisal included the following primary elements.

1) Inspection of the subject site, improvements and nei ghborhood.

2) Review of legal documentation (title/hazard/soils reports, leases, etc.).

3) Overview of neighborhood, city and regional economies, demographics, social
trends and general market observations.

4) Determination of Highest and Best Use by reference to physical inspection, ‘

interpretation of legal uses as permitted by zoning, economic feasibility as
determined by market observation and maximum productivity. :

DT



Islais Cteek/1-280 Pa_rceis, San Francisco, Ca.

5) In order to comply thh the Competency Provision of the USPAP the appxaxser

conducted numerous interviews with property owners and brokers familiar with
the San Francisco real estate markets in order to formulate a basis for the
appralsal The . appraiser has also had prior experience in appraising a wide
variety of commetcial/industrial/residential property and easements throughout
the San Francisco Bay Area.

6). Research of market sale data utilizing various data services and sources, deeds,
and county records. All sale information was confirmed thh buyer, seller,
broker, or lender involved in the transaction.

7) Reconciliation of three Approaches to Value (where apphca le) concluding in a
final determination of value.

" E.  Definition of Market Value

. For the purpose of this appraisal, Market Value will b'é defined as follows:
The most probable price a property should bring in a competitive and open market under
all conditions requisite to a fair sale, the buyer and seller each acting prudently,

knowledgeably, and assuming the price is not affected by undue stimulus.

' Imphcn in this deﬁmnon is the consummation of a sale as of the specified date and the
passmg of title from seller to buyer under conditions whereby:

-1) Buyer and seller are typically motivated.

2) Both parties are well informed or well advised, and each actmg in what they '

consider their own best interest.
3) A reasonable time is allowed for exposure in the open market,
4) Payment is made in terms of cash in U.S. dollars or in terms of ﬂnanctal
arrangements comparable thereto.
5) The price represents a normal consideration for the property sold unaffected by
- gpecial financing or creative financing or sales concessions gra.nted by anyone
- associated with the sale.
(Source: OCC Under 12CFR, Pt.34) -

F. Property Rights Appraised

The purpose of the appraisal is to estimate the Market Value of the Fee StmpIe Interesf

in the subJect property as desctibed herein.

The Fee Slmple Interest is defined by the American Institute of Real Estate Appraisers as

an absolute fee; a fee without limitations to any particular class of heirs or restrictions, A

but subject to the limitations of emment domain, escheat, police power and taxation. An
mhemable estate

BT




Isltais Creek/I-280 Parcels, San Francisco, Ca.

G. '

Definition of Market Rental Value

The rental income that a property would most probably command in the open market;
indicated by the current rents paid and asked for comparable space as of the date of the
appraisal. :

HI

History of Subject Property

“There have been no recorded sale transactions affecting the subject property within the
last 5 years. :

Assumptions and Limiting Conditions

This appraisal is subject to the following limiting conditions.

1y
2)

The legal description and area dimensions furnished to the appraiser are assumed
to be correct. No survey of the boundaries of the property was completed.

I assume no responsibility for matters legal in character, nor do we render any
opinion as to title, which is assumed to be marketable All existing liens,
encumbrances, and assessments have been distegarded, except where noted, and

. the property is appraised as though free and clear, under responsible ownership

3)
4

5)

©

7

8)

9)

and competent management.

Unless othérwise noted herein, it is assumed that there are no encroachments
zoning, or restrictive violations existing in the subject property.

No opinion is intended to be expressed on matters, which require legal expertise

or Specialized mvestlgatlon or knowledge beyond that customarily employed by 4

real estate appraxsers

The exhibits in this report are included to assist the feader in visualizing the
property. I have made no survey of the property and ‘assume no responsibility in
connection with such matters.

The distribution or allocation, if any, of the total valuation of this report between
land and improvements. applies only under the existing program of utilization,

The separate valuations for land and improvements must not be used in.

conjunction with any other appraisal and are invalid if so used. Any value

estimate provided in the report applies to the entire property, and any proration or
division of the total into fractional interests will invalidate the value estimate,
unless such proration or division of interests has been set forth in the report,

The statements of value and all conclusions shall apply as of the date shown;

herein.

[ assume no responsxbllny for economic or physical factors, which may affect the
opinions herein stated, which may be present or occur at some date after the date
of value. ’

I have inspected, as far as possnble, by observation, the land; however, it was
impossible to personally inspect conditions beneath the soil; therefore, no

9
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10)

representations are made as to these matters unless specifically considered in the
appraisal. Further, no opinion is expressed as to the value of sub-surface oil, gas,
or mineral rights, or whether the property is subjéct to surface entry for the
exploration or removal of such materials, except as is expressly stated.

This appraisal is predicated on the assumption that the existence of hazardous

material, which may or may not be present on or near the property, was not

observed by the appraiser, unless otherwise stated. The appraisér has no
knowledge of the existence of such materials on or in the property. The appraiser,
however, is not qualified to detect such substances. The presence of asbestos or
other potentially hazardous materials may affect the value of the property. The
value estimate herein is predicated on the assumption that there is.no such
material on or in the property that would cause a loss in value. No responsibility

is assumed for any such condition, or for any expertise or knowledge required to

discover them.

11)No engineering survey has been made by us. Except as speciﬁ_cally stated, data

12)

relative to size and area was taken from sources considered reliable, Furthermore,
no warranty is implied with. regard to physical or- structural . or operational
deﬁciexicies, which are not disclosed to the appraiser and noted herein.

The appraiser assumes no responsibility for determining if the property requires
environmental approval by the appropriate governing agencies, nor if it is in

violation thereof, unless otherwise noted herein. The appraiser assumes that there

is full compliance ‘with all applicable féderal, state, and local -environmental
regulations and. laws unless noncompliance is stated, defined and considered in

the appraisal report. The appraiser assumes that all required licenses, certificates

of occupancy, consents or other legislative or administrative authority from any

"local, state, or national government or private entity or organization have been or

13)
14)

15)

can be obtained or renewed for any use on which the value estimate contained in
this report is based. ‘

Information, estimates, and opinions contained in this report are obtained from

sources considered reliable and where feasible, has been verified. However, no

liability can be assumed for information supplied by others. :

1 reserve the right to make such adjustments to the valuation herein reported, as
may be required by the consideration of additional data or more reliable data that
may become available. : '

This report shall be used for its intended purpose only and by the parties to whom
it is addressed as of the current date of valuation. Possession of this report does
pot carry with it the right of publication, or duplication. The signatory of this
appraisal is an MAI designate of the Appraisal Institite. ~ The Bylaws and
Regulations of the Institute require each member or candidate to contro| the use
and distribution of each appraisal signed by such member or candidate.
Therefore, except as hereinafter provided, the party for whom this appraisal was
prepared may distribute copies of t is report, in its entirety, to such third parties as
may be selected by the party for whom this report was prepared; however,
selected portions of this appraisal shall not be given to third parties without the
prior written consent of the signatories of this report. Neither all nor any part of
the contents of this report shall be conveyed to the public through advertising,
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16)

1)

D

public relations, news, sales, or other media without the written consent or
approval of the author. This applies particularly to value conclusions, the identity
of the appraiser or firm with which is connected, and any reference to the
Appraisal Institute, or the MAI designation. 4

The liability of David Tattersall & Company, its owners and staff is limited to the
client only and to the amount of the fee actually paid for services rendered, as
liquidated damages, if any related dispute arises.  Further, there is no
accountability, obligation or liability to any third party. If this report is placed in
the hards of anyone other than the client, the client shall make such party aware
of all assumptions and limiting conditions of the assignment- and related
discussions. David Tatiersall & Company is in no way to be responsible for any
cost incurted to discover or correct any deficiencies of any type present in the
property, physically, financially, and/or legally. The client also agrees that in the
event of a Jawsuit brought by a lender, partner or part owner in any form of
ownership or tenancy or by any other party, the client will hold David Tattersall
& Company completely harmless from and against any liability, loss, cost of
expense incutred or suffered the client in such action, regardless of its outcome,

Extraordinary Assumptions

The appraised value assumes the soil remediation costs are spread evenly across

the project site of which the subject forms a portion, for purposes of allocation,

Hypothetical Conditions

The appraised value considers the value of the land in a condition prior to soil

- remediation or any other improvement except as otherwise noted herein.
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L

Regional Charactcristics

Al County of San Franc{sco

Location:

Area Counties.

Population: Year
1995
2005
2010
2011
2012
2013

No. of Persons
737,400

. 807,382

856,095
812,820
812,538
825,111

San Francisco, central west of San Francisco Bay and 1 of 9 Bay

Annual Change

1 0.95%

121% -
-5.14%
-0.03%
1.55% .

(E-5-2013 Dept. of Finance, California)

Comments:
economy.

Income Per Capita: , '
$74,349 (2011); Californ

(EDD - July 2013)

Total Labor Force: '
486,400 persons (July 2013)

Unemployment Rate:
5.20% be

A tumn around in population trends reflects the improved local

ia Rank: 3; 166% of State average.

ing a continuing improvement since 2010 recession peak

of 10%. California State unemployment stands at 8.1%
(EDD, LM Info, March 2014)

Retail Sales: Taxable transactions in thousands of dollars.

Year
2007
2008
" 2009

2010

2011

Comments:

$,000s

$14,614,736
$14,837,689
$12,633,575
$13,443,121
$14,890,000

12

Annual
% Change

 520%

1.52%
-14.90%
6.04%
10.76%

Retails sales reflect steady growth to 2008 with a sharp
recessionary decline in 2009 and strong recovery
(Source: State BOE, Ca. 2013)

in 2010 and 2011.
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Housing: - Total Units Vacancy- ' Persons Per
' Housing Units Household

2011 378,004 8.34% - 2.15

2012 377,487 8.24% . 2.27

2013 378,766 8.20 2.30

Comment:  Stabilization of vacancy noted with a small rise in inventory.
- Transportation
Airports: San Francisco International Airport
: Sari Jose International Airport
Oakland International Airport

Seaports:  Port of San Francisco; cargo and cruise line.
Port of Oakland; cargo

Freeway: U.S, Highway 101 north(south. Interstate 280 north/south.

Raii: Amtrak; Caltrain; Muni

Férry: Golden Gate Transit; Larkspur and Sausalito. Blue and. Gold Fleet;
Tiburon. '

Other

Military: Presidio Army Base closed and undergoing reuse design with
‘ housing, industrial and retail uses, Significant development of
. facilities for Lucas Films companies.

Development: The onset of the 2007 recession put a halt to virtually all
. development activity, Since 2012 there has been a resurgence of development
activity spurred by another tech (social media) boom affecting the South of
Market, Mid Market and Mission Bay districts, Strong demand for housing has
inflated but for sale and rental markets significantly. Downtown commercial
space also constrained. Numerous multi-family high-rise and office projects are
under construction in addition to the large public works projects at the TransBay
Terminal and Cross Town subway. '

Conclusion; San Francisco remains at the center of the Bay Area economy. A
quick recovery from the 2007 recession has given rise to another booming market

especially in the residential and office sectors. Land use/redevelopment pressure
s expanding from the South of Market to surrounding districts,

13 | | . D‘i-
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B. Neighborhood 'Description

The subject is located in a neighborhood that forms a part of the Bayview-Hunters Point

Industrial District. As a planning district, the neighborhood extends from 25" Street to

the north to the City/County boundary to the south and from the India Basin shoreline to
the east to Bayshore Blvd to the west.

The. 'pharacteristic of the neighborhood comprises 2 mix of older ‘Residential”
neighiborhoods, general warehousing and light industrial uses and heavy industrial uses.

The neighborhood is primarily accessed from cither Interstate 280 which runs along the
- neighborhood’s . western boundary and.by 14 Gireet which, now has-a new light rail
system, Phase 1 of the light rail system has been completed and this provides rail service
from Visitacion Valléy to the south up the 4"King Streets. Phase 2 which is now under
construction, is the cross town subway extending the light rail underground, northward
along/under 4% Sreet to Union Square, under Stockton Street fo. Chinatown and North
Beach. . :

The new light rail has provided an economic boost to the 3. Sireet comridor. That
combined with zoning changes (M-1/M-2 to PDR) enacted in 2008 to protect light
industrial uses lays the framework for employment and economic growth in the
neighborhood. ' o '

The subject is located at the northern end of the neighborhood and is more influenced by

-the adjacent Dog Patch and Potrero Hill neighborhoods which have been extensively
developed with new infill housing duting the boom period from 2002-2007. The new
PDR zoning that covers much of the neighborhood is designed to protect existing
industrial uses from redevelopment to housing or other uses. There are no- significant
(re)development plans within the immediate environs of the subject.

que_ver, there are several large projects at various stages of planning being undértaken'_

by: -

1) Forest City's proposed redevelopment of Pier 70 and the associated Ballot -

measure, Proposition B (June 3, 2014) which proposes height limit increase for
that area of the waterfront. The total project currently proposes 1,000 housing
units, 1.8 million square feet of commercial space and 400,000 square feet of
retail, cultural and manufacturing uses. ' ‘ :

2) The former Hunters Point Naval Shipyards located to the east. The project
developer, Lennar Homes has commenced development are undergoing the first

phase of a redevelopment plan in which 63 of the 500 acres will undergo

infrastructure improvements to support 1,238 homes and 25 acres of recreational
and open space. o ‘

3) Adjacent and to the south of that is the Candlestick Point Speéial Use District

which stretches from Carroll Avenue to Jamestown Extension and is proposed to

rejuvenate the district with a new 69,000 seat stadium (to replace Candlestick.
Park), 6,500 new homes, 400,000 square feet of retail space, 150,000 square feet

14
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of office, a 200 room hotel and 150 acres of parks and open space. New York-
based L+M Development Partners recently completed the second phase of
construction in April 2014 Candlestick Heights. The development’s 130 new
rental units that will bring a high-quality affordable living option to The City’s
Bayview Hunters Point neighborhood. _ S
4) San Francisco-based Avant Housing, a joint venture of AGI Capital Group and
TMG Partners together with the California Public Employees Retirement System,
is planning to file permits for a 259-unjt apartment development in the Dog: Patch
district of San Francisco. An official name for the project has not been determined
at this time. The site for the development covers half of a ¢ity block. It is located
between 3% Strect, 23" Street and Tennessee Street. The site’s official address is
listed as 1201 Tennessee Street. The location of the project now includes an old
warchouse and a gas station. These facilities will be torn down for the project.
These are long term project plans but they demonstrate the support of local
governsient to improve and develop these areas that have for a long time been
. underutilized and a'blight of economic progress to this part of the City. As such,
renewed interest is likely to be sparked with the potential for a gentrification of
the neighborhood over the next several years.
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III. Site Description

A, Physical Characteristics

A summary of the parcels is provided on Table 1.

Parcel No. 1: 04-SF-280-84

This irregular shaped level parcel comprises a gross site area of 71,557 square feet. The
parcel lies adjacent and beneath an elevated portion of Interstate 280 but is not part of the
continuous Interstate 280 right of way. The Interstate 280 right of way continues beyond
thie property boundaries as an elevated right of way. The parcel has a maximum depth of
441 feet and a highly variable width with a minimum of 157 feet, The parcel is bordered
to the north by City owned unimproved property and to the south by unimproved City
- owned property being the line of the paper street of Tulare Street and Islais Creek. The
parcel is not a legal lot of record but has been created for the purposes of acquisition
(lease) by the City of San Francisco. The parcel forms a part of existing assessor parcel
“numbers 4382-003, 4349-002, 2A, 13. Prior to development by SFMTA, the parcel had

no direct public street access or utilities, The parcel appeared encumbered by a large

sewer main crossing from southwest to northeast as well as 10 freeway bents.

Parcel No. 2: 04-SF-280-8b

This highly irregular shaped level parcel comprises a gross site area of 2,591 square feet,
The parcel lies adjacent and beneath an elevated portion of Interstate 280 but is not part
of the continuous Interstate 280 right of way. The Interstate 280 ri ght of way continues
“beyond the property boundaries as an elevated right of way. The parcel is bordered to the

north by State owned unimproved property and to the south by unimproved City owned.
property being the line of the paper street of Tulare Street and Islais Creek. The parcel is -

not a legal lot of record but has been created for the purposes of acquisition by the City of
* San Francisco. The parcel forms a part of existing assessor parcel numbers 4349-002, 13.
The parcel as currently configured has no public street access or utilities.

B Utilities

The parcels are not served by urban utilities. However, utilities are available in the street .
for water, sewer, gas-and electricity and could be extended on site at no extraordinary

cost. The acquiring parcel has full access to all normal urban utilities.
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PROPERTY SUMMARY.

TABLE1
[iISLAIS CREEK 1. 1
|SAN FRANCISCO
1
APPRAISAL PARCELS ' . . ]
1 _]04-SF-280-8A Ptn 4382-003 1.542% 71,657 |Lease - M-2/65J-40X 5.00 357 785 {Use restricted to storage
Pin 4349-002A 1 - 800/600 of operational vehicles
Ptn 4349-002 v . ] . e . __|Subject to access rights
Ptn 4349013 1
2 |04-GF-280-8B Ptn 4349-002 0.0585 2,591 [Lease M-2/40X ] - 5.00 12,955 [Use restricted to storage
b " |Ptn 4349-013 800/600 of operational vehicles
Subject to access rights
|ASSOCIATED PARCELS . .
3 |DD-030660-01-02 |Pin 4382-003 0.9810 | 42,732 |Fee Simple M-2/65J-40X 5.00 213,662 [No use restrictions
Pin 4349-002A ! 800/600 | 53171 "|Subject to access rights
- 3
4 |DD-D30660-01-03 |Ptn 4382-003 0.1250 5445 {Fee Simple [M-2/40X | 5.00 27,225 |No use restrictions
. |Ptn4349-002A |- — 800/600_ | .. ISubjeclto access rights
5_|City Propery —|4381-001 .1 1.8400| 80,263 PDR-2/40X . Indiana Sireet frontage
el : 4381-004 0.7600 | 32935 PDR-2/40X b " _|islais Creek frontage
4382-004 1.1600 | 50,580 FOR-2/40X-65J | . N No streetaccess |
- 4382-005 0.2071 9,020 PDR-2/65J Cesar Chavez frontage
- |a382:006 __ {_0.7600 | 33,292 PDR-2/40X-65J | | - |istais Creek frontage
4352-001  [. 0.2400 { 10,659 PDR-2/658  ° . ._|CesarChavez frontage
4352-006 0.2400 | 10,249 PDR-2/65J _|Indiana Street frontage |
4352-007 | _2.0500 | _89.328 PDR-2/65J . Indiana Street frontage
T 7.26 | 316,326 | ]
" [Total Fee parcels as assembled 8.0 | 387.883 | B ]

'8 ‘0os10uR1] UBS 'spoied ogi-{/xoala sje|s]
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C. Eaﬁhquake and Flood Hazard

The parcels are not identified as béing within the Alquist Priolo earthquake study zone.
The parcels are however located within a seismically active area and could be adversely
impacted by strong seismic activity. -

The City and County of San Francisco does not participate in any flood mapping
program. The subject is therefore assumed to be unaffected by and located outside of the
500 year flood plain. However, the subject was reportedly subject to occasional run off
flooding/inundation. » :

D. Soils and Hazards

The parcel’s are reportedly subject to surface and/or subsurface soil contaminations. The
cost to remediate the contaminations across the project site from May 2011 to February
2012 was $1,590,374 which represents Caltrans’ share of the total remediation cost of
$4,298,308 (see addendum). The remediation will allow full development of the project
site. The remediation cost has been spread over the subject Parcel No. 1 (71,557 square
feet) and Parcel No. 3 (42,732 square feet) which combine for 114,289 square feet.

. Allocated across these parcels, the allocated unit cost of remediation is $13.91 per square
. foot. ' o : ‘

E. Legal and Title

The appraiser was provided with a title report for the project site completed by Chicago
Title Company dated May 6, 2011. Exceptions to title in addition to the usual exceptions
for mortgage liens and property taxes include the following: ' '

Exception No. 4 refers to an existing sewer line easement affecting APN 4382-003 and
4349-002, 002A. The exact location size and dimensions are not provided in the record
however on site observation confirmed the presence of a large sewer main running
beneath Parcel No. 1 from southwest to northeast.

Exception No. 5, references an easement for the construction and maintenance of batter

piles in favor of the City and County of San Francisco affecting APN 4349-013. This
would appear to impact Parcel No. 1. '

All other exceptions are more general in nature,

DT
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F.. Zoning and Use

The take parcels have an M-2 (Heavy Industnal) zonmg category w1th a 65J height and.

bulk limit and a maximum ﬂoor area ratio (FAR) of 5:1,

| M-2 zones aliow for heavy mdustry in contrast to M-1 zones and are least restrictive on
use. M-2 zones ailow 1 dwelling unit per 800 square feet or the density of the nearest R
district which is RM-2 (1 unit per 600 square feet), whichever is greater. The RM-2

zoning has the higher density which may be permitted if residential uses were to be
deve!oped 4

The acquiring parcels are zoned PDR-2 Production, Distribution and Repair.

The intent of this district is to encourage the introdt.lc.tion! intensification, and protection
of a wide range of light and contemporary industrial activities. Thus, this district

prohibits new housing, large office developments, large-scale retail, and the heaviest of

. industrial uses, such as incinerators. Generally, all other uses are permitted. The
conservation of existing flexible industrial buildings is also encouraged. These districts
permit certain non-industrial, non-residential uses, including small-scale retail and office,
entertainment, certain institutions, and similar uses that would not create conflicts-with

the primary industrial uses or are compatible with the operational characteristics of
businesses in the area.

Parcel Nos. 1 and 2 are.to be leased under a long term iease agreement. The proposed
I¢ase would be for a 50 year term with 2x15 year options to extend. The defined use of
the léased area would be for parking and temporary storage and subject to typical

Caltrans Lease restrictions. Caltrans will however be granted a right of access across the -

leased parcels fronting Cesar Chavez Street for the maintenance of the Interstate 280
freeway structure. The exact location of the right of access has not been determined.

G. Taxes and Assessments

Since passage of Proposition 13, or the Jarvis Gann Initiative in 1978, real property taxes
are limited to 1% of Market Value, as of a specified base year. The base year valuation is
the Assessor's 1975 Market Value estimate, unless there is a transfer of ownership (sale),
new construction, or the property is leased on a long-term basis. Whenever this occurs,
the property is reassessed at full Market Value. If a reassessment is not triggered, the
assessed value is trended upward at 2% annual!y

Furthermore, Proposition 13 limits annual taxes to 1%, plus an amortized amount for
voter approved bonded indebtedness, of the assessed value.

All the take parcels and the écquiring parcels are publically owned and tax exempt.

20
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H. Conclusion

The subject. parcels represent undeveloped industrial land (prlor to the development of

improvements by the lessee) located under and adjacent and east of Interstate 280. Site

hazards have been identified and the cost to cure estimated as noted herein. There are -
some pre-existing easements which have an impact on the development potential of the

property. The prcperty has a creekside location but also adjacent to the Interstate 280

freeway. . .

21 - . D‘i.



Islais Creek/I-280 Parcels, San Francisco, Ca.

- IV. Market Overview

A.  General Economic Indicators

The Federal Reserve commenced reduction of quantitative easing in 2013 reflecting
improving economic conditions. However, the Federal budget deficit continues to grow
at a $1tr. Annual rate of growth to record levels and government spendmg has continued
to balloon with increased unemployment benefits,

There are a number of key issues surrounding the economy that remain a concemn and
how these are resolved will determine the path to recovery. Among the issues arethe size

of the federal deficit and taxes, the rate of Federal Reserve tapering and the start of

raising interest rates.

The rate of unemployment as of February 2014 has declined although this improvement
is largely due to job hunters giving up hope of finding employment. The employment
outlook therefore remains guarded. National unemployment {(U-3) hovers around 6, 70%,
with the State of California at 8.10% and San Francisco at 5.20%. However, the National
U-6 unemployment rate (those collecting unemployment, plus those seeking employment

plus those unemployed or underemployed and no longer actively seeking employment) is
still in excess of 14.90%

Interest rates have climbed from an all time low of the ‘10 year treasury at 1.60% to
2.61%. The ‘Fed’ has signaled a tapering of the bond buying program suggesting a
further rise in rates is imminent. The problem still exists with the availability of capital
which continues to exasperate business lending, residential and commercial mortgage
resets and purchase money for new acquisitions and construction funding.

The roll out of the Affordable Health Care Act is also creating concern amongst both
employers and employees. The overall cost of the program together with the yet to be
“discovered unforeseen circumstances continue to promote uncertainty.

Conventional 30 year mortgage rates for the San Francisco Bay area have risen in recent
months to 4.36% and 15 year rates around 3.43%. The Federal Funds rate has remained
stable since the 1* quarter of 2012 at 0.07% as has the Reserve bank rate at 0.75% and

. prime rate at 3.25%. Signals from the -Federal Reserve’s new chairperson, Janet Yellen, -

suggest continued quantitative easing with a tapermg of the taper’.

The Cost of Living index for the San Francisco area rose 2.2% for the year ending
December 201 3

22
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The stock market (DJ130) which peaked in October 2007 at over 14,000 slumped 53% to
6,500 in March 2009 but recovered in 2012 and continued to rise into 2013 surpassing
16,000. 2014 has seen a minor market cotrection and oscillations (less than 10%) to date.

Continued volaﬁlity on low volume appears to be the market characteristic. The price of a
barrel of oil has risen to $105 per barrel while gold has fallen shatply from its high close
to $1,900 an ounce to $1,300 an ounce.

Overall, cutrent conditions reflect cautious optimism although the lack of capital' lending, -

consumer spending and lack of job growth will continue to hold the economy in check.

B, Industrial Market

The industrial market comprises three primary districts, the South of Market, the 3"
Street/Potrero district and Bayview/India Basin. The market may be further divided
between the warchouse/distribution market and the Life Sciences market. There is no
appreciable manufacturing market in San Francisco.

The warehouse/distribution market experienced slight increase in vacancies frdm the 3"
quarter 2013 at 6.00% to 6.60% in the 1% quarter 2014, according to the Industrial Market
Snapshot published by Cassidy Turley Commercial Real Estate Setvices.

Limited available inventory maintains the low vacancy rate. Limited space choice plus
the higher costs of doing business in San Francisco (high land cost, taxes city mandated
minimum wage and health care), acts as a deteirent to large industrial users, However,
smaller incubator style users still seek a location close to their primary market. The

" City’s introduction of thé PDR (Production, Distribution and repair) facilitates the
preservation of industrial uses against alternative higher and better uses.

Average asking rates have increased from the 4% quarter 2011 at $0.83 per square foot

triple net to $1.00 per square foot in the 3 quarter 2013 but falling back to $0.80 per
square foot in Q.1, 2014, :

Net absorption for the 1% quarter is 51,285 square feet or 4% of the direct vacancy
representing a 25 month inventory. There continues to be little or no new industrial
development principally as a result of high land prices which makes industrial uses
difficult to develop. Hence, much of the inventory is older industrial and not new
industrial parks more commonly found in the suburban markets. The introduction of the
PDR district zoning is an attempt to reverse this trend,

On the Life Science side of the market, Bay area regional improvement of vacancies and .

increased rents can be attributed to increased venture capital activity and the strong
performance of the San Francisco market. The vacancy for San Francisco in the 1%

23
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quarter stood at just 4.7% following zero absorption for the 1% quarter. Total vacancy is ’

only'76,573 square feet square feet.

Asking rents one year ago stood at $4.50 per scjuare foot, but have increased to $5.19 per
square foot for the 1% quarter and continues to be the highest in the Bay Area.

Limited inventory and continued VC activity suggests more space will be developed as a
market response. ‘ ' ' :

C. San Francisco Development Land Market

The development land market has seen some significant activity in specific areas over the
last 24 months as buyers seek to solidify holdings and position themselves for
development during the current boom in both residential and office development. The
table below shows the latest development pipeline figures for the City of San Francisco.

Recent transactions include KB Home’s acquisition of 2655 Bush Street, fully entitled for
81 units; SOMA Hotel LLC’s acquisition of the 23,000 square foot fully entitled site in
Mission Bay (Channel Street between 3" and 4”‘) for a 15 story 250 room hotel; KB
Home’s acquisition of the fully entitled 9 story, 74 unit condo site at 72 Townsend Street;
Build Inc’s acquisition of 1532 Harrison Street, American Pacific Capital’s acquisition of

5 Thomas Mellon Circle at Candlestick Pont, a 500 unit fully entitled 4.69 acre

waterfront site.

Recent construction starts include 333 Brannan Street, Kilroy Realty’s 182,000 squareA

feet preleased (to DropBox) office development; several Mission Bay residential, Life
Science and office projects; Trumark Urban’s 27 unit project at 1501 Filbert Street; 55
Laguna Street with 330 market rate and 110 affordable units; Equity Residential’s
396,200 square foot, 16 story, 273 unit project called Sol at Mission Bay; 1100 Ocean
Avenue, 71 affordable housing units; Jay Paul’s 181 Fremont Street for a 54 story
office/residential tower. ‘

Mid Market Street continues to provide record breaking deals as the resurgence of the
“neighborhood following the Twitter deal and the ‘Payroll Tax’ haven has attracted

seasoned developers including Shorenstein and will likely see continued construction

activity on top of projects already under construction or renovation at 8" and 9" and
Market Streets. '
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- Process |
,El[_ed,;vlth-Pllam.llngg : 92 7,400 2,593,500 é.'ids,soo_ 415.500A “488.600
App_r_q,iv_g,cj pgﬁannlug:; 108 27300 5,043,800 3067800 303000 1,942,100
R BP Fna&'.' ‘ 40 2,400 -162,400 85800 26,800 98,800

- BP Approvedll;suedl :
i Re-Instated - 176 2,700 963,000 879,000 -134000 19,800
.ConstructlonA' 167 3o 830,000 264000 -132000 33,000
. GrandToal ' 857 50400 16,140,700 | 10237,500; -335,800 . 2,608,500 .

San Fra 1cisco Developmen{ Plpelme Repor! 4”‘ Quarter, 2013

Outside SOMA, larger deals are gaining momentum. Activity in India Basin and
Bayvxew are for sites with a residential development capability verses pure industrial
sites is limited fo 2 recent deals at 2121 3/720 INlinois and 800 Indiana Street which
reflect new interest for residential in this area. There are no known proposed industrial
developments in the area.

. D. Conclusion

San Francisco and especially the South of Market District is bucking the trend of
commercial land development with several land transactions and a jump in building
permits for new projects initially residential but more recently of speculative office. The
subject is outside the main focus of the market but progress on new developments in
India Basin and Hunters Point and the public housing projects will likely see a spillover
response to adjacent parcels and neighborhoods.
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V. Highest and Best Us'é

Accordmg to the revised edition of Real Estate Appratsal Terminology, a _]omt
pubhcauon of the American Institute of Real Estate Appraisers the Highest and Best Use
is defined as follows :

That reasonable and probable use which supports the highest present value, as defined, as
of the effective date of the appraisal. ‘Alternatively, that use, from among reasonably
probable and legal alternative uses, found to be physically possible, appropriately
supported, financially feasible, and which results in the hlghest land value.

The definition dlffers somewhat for improved property and vacant property; however,
four criteria must in effect be met for both. The Highest and Best Use must (1) be

- physically possible, (2) be legally permitted, (3) be feasnble, and (4) produce» the highest
- return or value.

The Highest and Best Use is that use which is most likely to produce the greatest return
over a given period of time. Net return refers to the residual of gross yield after all costs
are met. Only those uses, which are natural, probable, and legally permitted may be
properly considered tenable. Thus, it may be defined as the available use and program of
future utilization, which produces the highest present value to the land.

Even when improvements exist upon a site, it is possible that the current use does not -
represent the Highest and Best Use. An estimate of Highest and Best Use requires two
separate analyses: the Highest and Best Use of the property as improved, and the Highest
and Best Use of the property as if vacant. The purpose of the separate analyses is to
ensure consistency of uses between the subject land and land sales used to value the
subject site, as well as to determine if the existing improvements have contributory value,
which warrants their continuance. In other words, an existing use may not represent the
Highest and Best Use of the site as if vacant, but the economic benefit {or value) the

improvements contribute, exceeds the value of the site at ltS Highest and Best Use, less

~ removal costs

Since the subject property is vacant, only the Highest and Best Use of .the site as vacant -
will be considered. The Highest and Best Use for each parcel has been analyzed as
follows:

- DT
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A. Parcel No. 1

- Physically Possible

Parcel No. 1 comprises a combined area of 71,557 square feet. The parcel has no direct
public street access. No main utilities were available to the site.. The topography is-

- generally level and is not identified to be within a flood zone. The parcel has a highly

irregular shape which may hinder development design flexibility. In addition, a portion of '

the “site may be within 100 feet of Islais Creek and thus subject to development
restrictions thhm that 100 foot zone.

Surrounding land use is predominantly industrial and public highways. Soil conditions
are unknown but assumed mitigated of any hazardous conditions as previously noted.
The site otherwise has physical potential for development. Use of the site is also
physncally hindered by 10 freeway bents located throughout the site and the existence of a
. main sewer line running diagonbally through the site.

Legally Permissible

Based upon the zoning code, Parcel No. I could be developed with a variety of uses
ranging from industrial to residential. :

The surrounding uses and specific site characteristics might be better suited to industrial

uses. Under the M-2 zoning, up to 89 residential units might be developable on the

subject site based upon 1 unit per 800 square feet of site area. Based upon the density of

the nearest residential district which is RM-2, the site might be developed thh upto 119
- residential units at 1 unit per 600 square feet of site area.

Industrial uses can be developed up to a 5:1 FAR or 357, 785 square feet within the 65
foot height limit.-

The site does not appear to have any access to a public street. The site does appear to
benefit from a right of aceess over City property for ‘highway purposes’ but this may not
extend the right for development purposes. Notwithstanding evidence to the contrary, the
site is assumed to have no direct public street access. As such, the legal development
potential and/or use of the subject would appear to be limited to assemblage with an
adjacent site that has such public street access.

The ,site is proposed to be leased under a ‘long term’ lease, The use of the site as defined
in the proposed lease will be restricted to parking and vehicle storage.
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Economically Feasible/Maximally Productive

Jxven the limitations of use prescnbed by the proposed long term lease and the need for
assemblage with adjacent parcels for purposes of public street access, the highest and best
use .is concluded for assemblage and subsequent use for the parking and storage of
operational vehicles.

B. Parcel Ne. 2

Parcel No. 2 appears to predominantly lie within the 100 foot setback zorie adjacent to
Islais Creek and thus has by itself limited to no development potentlal The site mxght
have use for plottage purposes only.

At the instructiohs of the client, this parcel is assumed to have a value of $1.00 and
no further consideration is given to its highest and best use.
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VL.  Valuation Methodology

There are three major approaches to the valuation of real property--the Cost Approach,
the Sales Comparison Approach, and the Income Approach. The type and age of a
property and the quantity and quality of data that can be obtained affect the utility of each
approach for any given appraisal task. :

The Cost Approach to Value utilizes a method in which the value of the property is
derived by estimating the reproduction or replacement costs new of the improvements,
deducting there from depreciation due to all causes attributable to the improvements, and
‘then adding the Market Value of the land. This method is based on' the theory of

substitution, which implies that a knowledgeable buyer will pay no more for the real .

property than the cost of producing a comparable property of similar utility.

The Sales Comparison Approach is a method of comparing recent sales of similar
properties to the subject property. This approach is based on the principle that the
- prudent investor would pay no more for a property than the cost of acquiring a
satisfactory alternative property that possesses physical, ecomemic and financial
comparability. The value of a particular property tends to coincide to the value indicated
by the actions of informed buyers and sellers in the marketplace for similar properties.

The Income Approach to Value is based upon the economic principle that the value of an
income producing property is the present worth of anticipated future benefits; which are
comprised of the annual income stream (cash flow or net income) and the reversion
benefits (resale value). The net operating income is estimated by deducting from the
gross annual income and appropriate allowance for vacancy and operating expenses, The
het income can be converted into a present value estimate using a capitalization process.
There are various methods of capitalization that are based upon inherent assumptions
concerning the pattern of the income stream, as well as the quantity, quality and
durability of the income stream.

Based upon the conclusion of the highest and best use, the most appropriate valuation
approach for the subject is the Sales (lease) Comparison Approach to value.
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_VII, Sales Comparison Approach -

A, Methodology -

The Sales Companson Approa ch is a method of comparing recent sales (leases) of
similar properties to the subject property, This approach is based on the principle that the
prudent investor/lessee would pay no more for a property than the cost of acquiring a
satisfactory -alternative property that possesses physical, economic and financial
comparability.. The value of a particular property tends to coincide to the value indicated
by the actions of informed buyers/lessees and sellers/lessors in the markétplace for
similar propertles

B.  Analysis of Land Leases

Parcel Nos. 1 and 2 are to be leased under a long term lease (50 yearc‘ At the
instruction of the client, Parcel No. 2 is assumed to be valued at $1.00 and is given no

further consideration.

Parcel No. 1 comprises 71,557 square feet located partially beneath the 1-280 freeway
and is restricted in use to parking and the storage of operational vehicles, As such,
market data of land leases with similarly restricted use has been researched. Such sites
are generally leased on a short term basis (year to year up to 5 years). The limited term
of these leases precludes -a tenant pursuing the highest and best use for the land (which
might be a building development) and as a result, are 11m1ted in theu‘ use to parking, bulk
matenal and yard storage. -

, Other features of the subject are that the subject is not paved, fenced or has any power.
In addition, the layout and useable area of the site is 1mpacted by the location of freeway

bents

Table 2 provides a summary of lease comparables while below, each is discussed in turn.
Each comparable was adjusted for lease terms and the amortized value of the
improvements, The improvements typically involved 6 or 8 foot security fencing with

metal gates, asphalt site paving, power and yard lighting and also some building "

improvements. The adjustment was initially based upon the calculated depreciated
replacemeént cost of the improvements using the Marshall Valuation Service Cost Guide
directory, The improvements were amortized at a cost of funds rate of 6% over the

normal life expectancy of the improvements, Table 3 provides a summary of adjustments

made to the lease comparables for comparison to the subject.
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" Land Lease No. 1 is located at 1950 Galvez Avenue at Selby. This 46,658 square foot
site is a fenced, paved and lit yard. The site was leased in May 2014, The 5 year term
commenced at a rent of $0.204 per square foot, gross or $0.1586 per square foot triple
net. Adjusting the rate by $0.0310 per square foot.for the amortized depreciated
replacement cost of the improvements, the net effective rent of the unimproved land was
$0.1276 per square foot. The rent escalates 3% per annum. The site is used for
equipment storage.

The location of the comparable is inferior to the subject requiring upward adjustment but,
the site is encumbered by bents requmng no adjustment. An adjustcd rate of $0.13 per
square foot is estimated.

Land Lease No, 2 is located at 201 Toland Street at Evans Street. There are 2 leased
areas on this parcel. The first is a 42,000 square foot site that is a fenced, paved-and Iit
yard with a 1,500 metal warehouse. A lease to a construction company for yard storage

- was executed June 2012, The 5 year term commences at a rent of $0.42 per square foot,

triple net. The rent escalates 3% per annum. The rent was factored on the land only.

There were no concessions. ‘Adjusting the rate by $0.0428 per square foot for the
amortized depreciated replacement cost of the i improvements, the net effective rent of the
ummproved land was $0.3772 per square foot.

The locatlon of the comparable is similar to the subject, but the site is not encumbered by

bents requiring downward adjustments. An adjusted rate of $0.36 per square foot is
estimated.

The second lease is a 35,000 square foot site that is a fenced, paved and lit yard A lease
was executed in March 2013 by Google. The 3 year term commences at a rent of $0. 42
per square foot, triple net. The rent escalates 3% per annum. There were no concessions.
Adjusting the rate by $0.0428 per square foot, for the amortized depreciated replacement

cost of the improvements, the net effective rent of the unimproved land was $0.3772 per
square foot.

The location of the comparable is snmlar to the subject but site has superior access and
there are no bents encumbering the site, all requiring downward adjustments An
adjusted rate of $0.37 per square foot is estimated.

Lease Nos. 3—6 relate to Port of San Francisco leases.

Land Lease No, 3 is located at Seawall Lot 349 at 20" and Illinois Streets and comprises

. arectangular level parcel containing 119,960 square feet. The parcel is fully fenced,
asphalt paved and has power and lighting.

The parcel was leased in August 2013 for a 3 year term to Yellow Cab Company at $0.23
per square foot per month, NNN. The use of the parcel is for vehicle parkmg and storage,
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INDUSTRIAL LAND LEASES

TABLE 2
ISLAIS CREEK
SAN FRANCISCO
NG| LOGATIONAPN | DATE | AREA |TERMA| RENT | ESGAL | EXFENSE | EFFECT. ~ TENANTICOMMENTS
. j YUstimo $istimo : :
SEEE T8 50 ' Resticed ie T s ol Gpeatoral
y btnig
. . Unpaved umenoed no power
|Private Leases .
'—i 1950 Galvex Ave SHR01A | 46658 [Sys 1S 0.20 | 3%/pa | Grosg* ] 3. 0.2036 [Elevated l‘reeway crosses; bus pkg
15 op NNN 5 (0.0450)|Fenced, paved, eledricly -
. Improvement adjustment § (0.0310 )
: S 0 1476
2]201 Toland Street 612012 | 4200015ys 1S 042 ] 3%/pa | NNN 1S 04200 nstmctlun company
Improvement adjustment {0.0478)|Fenced, paved Rt yara . 1,500 Fraintbidg
. § 03772
V12013 | 35000 [3yrs | S 042 | 3%/pa | NNN $ 0.4200 {Google L
. Improvement adjustment $_{0.0310}{Fenced, paved, {it yard,
Portt of SF Lastos |~ S 03890). - -
J|Seawall Lot 349 ~ ’ 842013 | 119960 | 3yrs [S 023 S%Iga NNN $ 0.2300 {Yelloweab Co-op, vehicls slorage
20hllingis Imprevement adjustment $ (0.0291)|Fenced and paved yard
) § 02009 .
A|Seawalllotass | 2/26R014] 74042 | 10 ws|S 0.32] 3%/pa | NNN S 0,3200 | Affordable Self Siaége
Cesar Chavez/lllinols [L-15690 - | - Impravement adjustment S (0.0288){ Trader storage; fenced , paved, power
- - T S 02802 [
1 27262014] 144,818 | 10yrs| S 0.32 | 3%/pa .| NNN 0.3200 | Affordabie Self Storage
L-1891 impravement adjustment : (0.0289) | Trailer storage; fenced , paved, power
: 0.2911
5 Seawall Lot 349 111520141 61,4091 3yrs | S 0.35 ] 3%/pa | NNN S 0.3500 |Bose Intarmnati MotoraiGerman Motars
22ndillfinols 3 yrs! Impravement adjusiment $_{0.0259)|Vehicle overflow storage
0.3201 {Paved and fenced
6ipier 80 ; Pending| 75.000 [ 3y [S 028 | T%ipa |NON § 074 |Aflordabio Soraga
Casat Chave/llionls - . Unimproved sita; fate adjusted for size
discount and 3 months free rent -
Calirans Loases - .
TINWC Evans/She|b! $2720/2013] 34,900 (2ys | S 0.28 ] CPUpa | NNN 0.2799 [Koehler Enlerprises; parking & s!orage
004-030200-001-04 tenewal : Improvement adjustment . | §_{0.0284)]Asphatt paved yard; & chain link fence
f ‘\, i 5 _0.2515 imetal gates instalied by lenant and
i . 10/172006 dys |S 017 paid through rant aftsat in 2006
| B]720 Rankin St T2/1B/3013] 70000 | Gy | 036 | CPlpa |NNN | § 0.3571 [Koehler Enteiprises; parking &-slorage
04-030670-0002-03 renewl Improvement adjustment (0.0840) |Concrete paved lot; 3,200 SF 6 bay aulo -
. g 0.2732 |garaps; 6,000 SF Officelwhse; 8 mif fence
17202010 5 $ 012 remate control gate; fity system: 3 side
: . mefal gates
312008 iyt 0.10 | Sch Auto wrecking
2y 0,20
3 0.20
4 5 0.2
| 51690 Evans Ave 1772014 | 19725(12ym |$S 0.28 {None | NNN 0.2788 |Richard Cole; dba ABC Aule
" |04-034263-0001-01 improvement adjustment $ (0.0441)|Auta wrecking
$ 0.2347 {Various auto garage bldgs
74502008 | . 2ys |S 020 R
10{2 Rankin 12/182033] 43014 2yws {S 0.26 | CPUpa | NNN 0.2557 |Ryan Englneering'bulk storage
04-030669-0013-03 Improvement adjustment (0.0003)}8' chain link fence and melal gate
i i D,2554 .
211072010 Syrs |S 01812yly [NNN . § .
) CPL Tenan! Install fencing with rent offset
J——
* Adjustmant from gross to NNN is $0.045/SFimo
improvemant adfustment based upon Marshall Valuation umod od Depm:lntod Reglacnmam ccst
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Rent Comparable Map
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Islais Creek/I-280 Parcels, San Francisco, Ca.

Adjustmg the rate by $0. 0291 per square foot, for the amortized deprecmted replacement

cost of the improvements, the net effective rent of the unimproved land was $0.2009 per
‘square foot.

The location of thé comparable is similar to the subject, but site has superior access and -

there are no bents encumbering the site, all requiring downward adjustments. ~An
adjusted rate of $0.21 per square foot is estimated.

Land Lease No. 4 is located at Seawall Lot 356, 2omd Street at Illmoxs Street and

comprises 2 leases. The first is a 74,742 square foot site and the second site is 148, 818 -
square feet. Both sites are fenced, paved and have power. There are no bents on the sites. .

The sites were leased in February 2014 to Affordable Self Storage. The 3 year terms
_comr_nenced at a rent of $0.32 per square foot, triple net. The rent escalates at 3% per
annum. Adjusting the rates by $0.0298 per square foot, for the amortized depreciated

replacement cost of the improvements, the net effectwe rent of the unimproved land was
$0.2902 per square foot.

The 10catlon of the comparable is similar to the subject, but site has superior access and
there are no bents encumbering the site, all requiring downward adjustments. The second

site is larger than the subject requiring upward adJustrnent The adjusted rates of $0.29
and $0.31 per square foot are estimated.

Land Lease No. 5 is located at Seawall Lot 349 at 22 and Illinois Streets and comprises
a rectangular level parcel containing 61,409 square feet. The parcel is fully fenced,
asphalt paved and has power and lighting.

The parcel was leased in January 2014 for a 3 year term to Bose Intematlonal Motors at
$0.35 per square foot per month, NNN. The use of the parcel is for vehicle parking and

storage. Adjusting the rate by $0.0299 per square foot, for the amortized depreciated -

replacement cost of the improvements, the net effective rent of the unimproved land was
$0.3201 per square foot.

The location of the comparable is similar to the subject, but site has sﬁperior access and
there are no bents encumbering the site, all requiring downward adjustments. An
adjusted rate of $0.32 per square foot is estimated.

Land Lease No. 6 is located at Pier 80 at Cesar Chavez and Illinois Streets and comprises
a dirt lot (unimproved) currently under negotiation at with 75,000 square feet. The
current lease, due to expire in August 2014 is rented at $0.19 per square foot, The new
proposed minimum rent is $0.28 per square foot. Mr. Jeff Bauer, leasing manager at the
. Port, indicated that a 5% discount may need to be applied for size and up to 3 months free
rent for a 36 month lease. The net effective rate with these discounts equates to $0.24 per
© squaré foot. An upward adjustment for location is offset by a downward adjustment for

. no impact by freeway bents. This comparable suggests a rate for the subject at $0.24 per
square foot.
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Lease Nos, 7-10 relate to Caltrans Jeases.

Land Lease No, 7 is located at the NWC of Evans and Selby Streets partially under the I-
280 freeway. The parcel comprises an irregular shaped level parcel containing 34,900
square feet. The parcel is fully fenced and asphalt paved. The improvements were paid
for by the tenant and reimbursed though rent offset in 2008.

The lease was renewed in December 2013 for a 2 year term to Koehler Enterprises for
parking and storage. The tenant also occupies an adjacent site. The rent was set at $0.28
per square foot, NNN, The use of the parcel is for vehicle parking and storage. Adjusting
the rate by $0.0284 per square foot, for the amortized depreciated replacement cost of the
improvements, the net effective rent of the unimproved land was $0.2515 per square foot.

A downward adjustment is made for size. An adjusted rate of $0.24 per square foot is
estimated.

Land Lease No. 8 is located at 220 Rankin Street at the corner of Evans Street. The

parcel comprises a rectangular shaped level parcel containing 70,000 square feet. The

parcel is fully fenced, asphalt paved and has power.  In addition, the site contains a 3,200
square foot 6 bay auto service building and a 6,000 square foot office/warehouse.

‘The lease was renewed in December 2013 for a § year term to Koehler Enterprises
(Courtesy Tow) for parking and storage. The rent was set at $0.36 per square foot, NNN.

Adjusting the rate by $0.0840 per square foot, for the amortized depreciated replacement
cost of the improvements, the net effective rent of the unimproved land was $0.2732 per
square foot.

The location of the comparable is similar to the subject but site has superior access and
there are no bents encumbering the site, all requiring downward adjustments An
adjusted rate of $0.26 per square foot is estimated.

Land Lease No. 9 is located at the 1890 Evans at Selby. The parcel comprises a regular
shaped level patcel containing 19,725 square feet. The parcel is fully fenced and asphalt
paved.

‘The lease was renewed in January 2014 for a 2 year term to Richard Cole (ABC Auto)

for-parking and storage., The rent was set at $0.28 per square foot, NNN. The use of the
parcel is for vehicle parking and storage.

Adjusting the rate by $0.0441 per square foot, for the amortized depreciated replacement

cost of the 1mprovements, the net effective rent of the unimproved land was $0.2347 per
square foot.
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The location of the compérable is similar to the subject. An downward adjustment is
made for size. An adjusted rate of $0.19 per square foot is estimated.

Land Lease No. 10 is located at the 2 Rankin Street adjacent to Islais Creek. The parcel .

compfises-an-irregular shaped level parcel containing 43,014 square feet.  The parcel is
fully fenced. :

" The lease was renewed in December 2013 for a 2 year term to Ryan Engineering for bulk
material storage. The rent was sef at $0.26 per square foot, NNN. Adjusting the rate by
$0.0003 per square foot, for the amortized depreciated replacement cost of the
improvements, the net effective rent of the unimproved land was $0.26 per square foot.

The location of the comparable is similar to the subject, but site has superior access and

there are no bents encumbeting the site, all requiring downward adjustments, An
adjusted rate of $0.26 per square foot is estimated.

The land leases all represent short term leases which limit the highest and best use of the

parcels to open storage and not building devélopment. Although the subject is proposed
for a long term lease, the use restriction of the subject to operational vehicle storage is
comparable to the lease examples noted. None of the comparable lease parcelsreported
any flood, drainage or soil contamination issues that impacted their value or use for short
© term parking and storage rentals.

The lease comparables are split into 3 sections. |

. Lease Nos. 1-2 are private sector leases with an adjusted range of $0.13-$0.37- per square

foot. These sites generally had no impediments and were improved with paving, fencing

and power. The lease terms were generally short (2-3 years) and leases were subject to

3% per annum escalations.

Lease Nos. 3-6 are Port of San Francisco leases. Again, these parcels were improved

with fencing paving and power. The adjusted rates range from $0.21 to $0.32 per square -

foot. The rates are subject to the minimum rates approved by the Port Commission in
" 2013. Jeff Bauer, leasing manager at the Port indicated that the minimum rates are shortly
" to be lowered as the most recent rent increase was seen to be over aggressive. Lease rates
are to drop $0.02 per square foot for2014/15. Larger parcels (1 acre plus) receive a 5%

discount and up to 3 moniths free rent is available on 36 month terms. Lease No. 6 offers .

a good example of a similar sized, unimproved parcel presenting comparable conditions
as the subject with an effective proposed rate of $0.24 per square foot.
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INDUSTRIAL LAND LEASE ADJUSTMENT

TABLE 3
‘[ISLAIS CREEK MVS Adjusted Basis
SAN FRANCISCO
Subject $/20/12014 | 71,557 |CCllndiana |Levelireg shapeYes
1]1850 Gal(rez Ave $0.1276 | 5/11/2014 46,658 |Galvez/Selbjlevelireg shapsYes
o 0.00% 0.00% 5.00% 0.00%| 0.00%! 5.00%|§ 0.13
2 261 Toland Street $0.3772 1 6/1/2012 43,560 [Tol/Evans [Level/reg shapéNo
. . 0.00% 0.00% 0.00% 0.00% -5.00%] -5.00%] § 0.38
$0.3890 | 3/1/2013 35,000 [Tol/Evans |Levellreg shap&o
0.00% 0,00% 0.00% 0.00%} -5,00%| -5.00%]| § 0.37
Poart of SF Leases
3|Seawall Lot 348 $0.2008 | 8/1/2013 | 119,960 [2Ctillinols Levelreg shapéNo
20th/lllinols 0.06% §.00% 5.00% 0.00%| -5.00%] 5.00%]| § 0.21
4|Seawall Lot 356 $0.2902 | 2/28/2014] 74,742 [220d/linals Level/reg shapeNa
22ndfillinels 0.00% 0.00% 5.00% 0.00%| -5.00%] 0.00%]§ 0.29
$0.2511 | 2/28/3014] 144,818 [Zondiiinot Levelirag Shapthio
0.00% 5.00% 5,00% 0.00%| -5.00%] 5.00%} § 0,31
§|Seawall Lot 349 $0.3201 1/15/2014] 61,409 [22nd/illinois Levelireg shapeNa .
22nd/lllincls 0.00% 0.00% 5.00% 0.00%! -5.00%] 0.00%!$ 0.32
6{Pier 80 $0.2400. Pending] 75,000 Cesar/illinolgLevel/reg shapéNo ’
Cesar Chavez/lllinols | * 0.00% 0.00% 5.00% 0.00%{ -5.00%| 0.00%] § 0.24
Caltrans Leases
7]NWC Evans/Shelby | $0.2515 12/20/2013 | 34,800 |Evans/Shelb Levelireg shapéYes
004-030200-001-04 0.00% -5.00%) - 0.00% 0.00%| 0.00%| -5.00%] $ 0.24
8]220 Rankin St. $0.2732 | 12/18/2013| 70,000 |Evans/Ranki] Levelfreg shép o
04-03067043002-93 0.00% 0.00% 0.00% 0.00%)| -6.00%] -5.00%[$ Uw
811890 Evans Ave $0.2347 | 17712014 18,725 |Evans Lavelfreg shapgYes
04-034263-0001-01 0.00% ~10.00% 0.00% 0.00%| 0.00%! -10.00%] $ 0.21
10}2 Rankln .1 $0.2554 | 12/18/2013 | 43,014 {E/O Rankin Level/reg shapéNo :
04-030668-0013-03 0.00% 0.00% 5,00% . 0.00%| -5.00%| 0.00%]$ 0.26
Mean 0.271
Median | § 0.25
37
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. Lease Nos. 7-10 are Caltrans leases. The adjusted range of these leases is $0.21-$0.26.
Adjustments were made for site improvements and bents. Two of these sites were
impacted by freeway bents and had an ad_]UStf:d range of $0.21-$0.24 per square foot

The mean and median of the adjusted range of rents is $0.27 and $0.25 per square foot
respecnvely

The size and lack of improvements of the subject will likely command a rent at the lower
- end of the adjusted range. The similar mean and median adjusted rates suggest well

" balanced data. The pending Port lease at Pier 80 offers an indication of a rate on a similar .
sized, unimproved parcel at an effective rate of $0.24 per square foot,

Accordingly, it is my epinion that the subject Parcel No. I should support a menthly
rental rate of $0.25 per square foot per month, calculated as follows :

Parcel No. 1 71,557 square feet @ $0.25/SF = $l7,889/month.
. ‘ = $214,671/annum
Parcel No. 2 = 51.00

38' - | | ' ’ .‘—
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C. Site Remediation Cost

The 2 subject parcels form a part of a 4 parcel assemblage (2 parcels in fee and 2 parcels
under a long term lease) which were impacted by various soil contaminates. Remediation
costs of the subject’s geotechnical and hazardous soil conditions was $1,590,374
according to the actual costs incurred May 2011 and February 2012 as reported by the
client (see addendum). The appraxser is further instructed to use this cost amount for any
needed adjustment to the opinion of value whereby such remediation is required to
support the estimated value of the subject at its highest-and best use.

The subject, as assembled with the adjoining City property offers a large industrial
development site. Full utility of the assembled- site will require remediation of the
- geotechnical and hazardous soil conditions impacting the subject.

No allocation of the remcdlanon cost has been provided between the 4 parcels. Two of
these parcels are per client instruction, allocated a value of $1.00. The other two parcels
comprise Parcel 1 of this appraisal and another parcel (Parcel 3) held in fee The
remediation cost has therefore been applied to the subject Parcel No.1 and to the fee
Parcel No. 3.

The remediation costs are therefore spread across these 2 parcels and provide a unit cost
. of $13.91 per square foot as follows:

Remediation Cost (allocated) $1,590,374

Parcel No. 1-subject 71,557 SF

Parcel No. 3 42,732 SF

Total - T 114289SF

Unit Cost of Remediation ‘ $13.91 per square foot.

Notwithstanding information to the contrary, the remedlatlon cost is allocated on-a pro-
rata basis between the 2 parcels
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Parcel No. 1

Parcel No. 1 has not been valued in fee but rather an estimate of market rent has been
determined taking account of the physical and legal limitations presented by the site.

In order to apply the remediation costs allocated to this site, the estimated rental value has
been capitalized to generate a per square foot value of the site in fee. From that, the
remediation unit cost is deducted and the result de-capitalized to provide a rental value
net of the remediation costs and summarized as follows: ' '

Market Rerital Value {(MRV) o :

MRV gross of remediation ' 71,557.00 $ 0:2500 $ 17,889 §$ 214,671
Less Remediation Cost - $. 1,590,374  114,289.00

$/SF cost for assembled site’ : $ 139154

DeCapitalize @ 6.00% $ 0.8349 .

Monthly Rental Adjustment - : : $ (0.0696) .

MRV net of remed iation.

5 01804 $ 12,911 $ 154,926

The de-capitalization rate of 6% is represents a cost of funds rate as used in this reéport for
amortizing improvements of the comparable leases. The remediation- cost has been
decapitalized in perpetuity rather than limited to the term of the lease. The 50 year lease
term could be extended by 2x15 year options allowing a total term of 80 years. Thereisa
marginal mathematical difference between decapitalizing in perpetuity rather than 80
years. - o

Mé.king the adjustment for the cost of remediation, the market rental value, net of
allocated remediation costs is estimated at $12,911 per month or $154,926 per annum.

Note: This rental estimate was based upon short term lease comparables which generally
had 3% per annum rent éscalations. However, the short term npature of these leases also |
indicated that at renewal, the rent was reset back to market which often was lower than
the annually escalated rent. For the subject long term lease, some rent adjustment should -
be factored into this rental estimate perhaps on a CPI basis every 5 years with a mark to

market every 10 years. If the rent is to remain flat for the entire term, an upward
adjustment to the commencement rate will be necessary. '
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Islais Creek/1-280 Parcels, San Francisco, Ca.

V1L Reconciliaﬁon and Conclusion |

The abpraisal has considered the Sales (rental) Comparison Approach to Value as the
only relevant approach given the conclusion of highest and best use.

‘The Sales(Lease} Comparison Approach provides the most direct evidence of unit value
for industrial land. A number of leases were located but each possessed unique features

and site characteristics not only in terms of location but also in terms of functional and
economic use.

“The highest and best use for Parcel Nos. I and 2 is limited by the proposed long term

lease to ‘operational vehicle storage’. As such, research on similarly restricted use leased

land was sought and included parcels which use was restricted by virtue of the short term
of the lease.

The actual site remediation costs were deducted on a pro-rata basis from Parcel Nos. 1
only given that Parcel Nos. 2 has a predetermined value of $1.00 each.

Based upon the assumptions and conclusxons of this report, it is my opinion that the

marke! rental value of the subject parcels as described herein, as of May 20, 2014, is
considered to be:

Gross of Allocated Remediation Cost

Parcel No.1: TWO HUNDRED FOURTEEN THOUSAND SIX HUNDRED
SEVENTY ONE DOLLARS PER ANNUM '

: (3214,671/pa)
Net of Allocated Remediation Cost

Parcel No, 1: ONE HUNDRED FIFTY FOUR THOUSAND NINE HUNDRED
TWENTY SIX DOLLARS PER ANNUM
($154,926/pa)

Parcel No. 2: ,
ONE DOLLAR
(31.00)
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Islais Creek Project: Summary of Remediation Costs

Through the Right of Entry Permit from Caltrans, the SEMTA’s Islais Creek Project Phase 1
" construction proceeded, which included the final, actual remediation costs shown below, of which
Caltrans’ prorated share was $1,590,374.10 (37%):

Bid . C Final -
Irem | " ‘ . Contractor Unit o

No. Description : Quantity Price Total
TRANSPORTATION O :
HAZARDOUS NON-RCRA
8A - | MATERIALS TO CLASS I 4,130.56 $23 $95,002.88
DISPOSAL FACILITIES,
METRIC TONS'
HANDLING AND

| DISPOSALOE - -
HAZARDOUS NON-RCRA :
MATERIALS TO CLASS I 413056 | 956 $231,311.36
DISPOSAL FACILITIES, '

METRIC TONS
“TRANSPORTATION OF
MATERIALS TO CLASS IT '

DISPOSAL FACILETIES, 40,061.67 $32 $1,281,973.44
METRIC TONS - ' ‘
HANDLING AND
?g%?izg g%?g{}ggﬁp‘m poster | B | s1au9n7
FACILITIES, METRIC TONS
CELLULAR CONCRETE
“FOR BACKFILL o
12 | (LIGHTWEIGHT 21,130 $42 $887,460.00
CONCRETE), CUBIC . - .

8B

10A

10B

METERS , :
CONSTRUCTION ) '
MANAGEMENT COSTS (5%) $186,882.97

GRAND N
TOTAL: | $4298,308.37

CALTRANS SHARE (37%) $1,590,374.10

Date Remediation construction work started: 5/3/2011

". Date Remediation construction work ended: - 2/3/2012

1 South Van Ness Avenue 7th Floor, San Francisco, CA 84103 415.701.4500 ‘www.sfmtacoin
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