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FILE NO. 180809 RESOLUTION NO.

[Port Agreement with the National Park Service and Lease with the Golden Gate
National Parks Conservancy - Alcatraz Island Embarkation at Piers 31-33]

Resolution approving a General Agreement between the Port and the National Park
Service for a 30-year term with two ten-year obtions allowing ferry concessioners to
use Port Piers 31-33 on The Embarcadero at Bay Street (Site) under lease from the Port
as the embarkation to Alcatraz Island and other Golden Gate National Recreation Area
sites, and a Lease Agreement with the Golden Gate National Parks Conservancy to
develop and operate visitor amenities at the Site for a 30-year term with two ten-year
options, to comménce upon approval by the Board of Supervisors; affirming the Port
Commission’s Public Trust findings; and making findings under the California
Environmental Quality Act, and adopting the Mitigation Monitoring and Reporting

Program for the Alcatraz Ferry Embarkation Project located at Piers 31-33 on The

Embarcadero at Bay Street.

WHEREAS, The Golden Gate National Recreation Area (“GGNRA”), established as a .
unit of the National Park Service (“NPS”) in 1972, encompasses more than 80,000 acres of
coastal lands in Marin, San Mateo and San Francisco counties; and

WHEREAS, One of GGNRA’s most prominent sites is Alcatraz Island which is
historically significant as part of early coastal fortification systems and later as a federal
prison; and _ , |

WHEREAS, Since 1972, the Port of San Francisco has served as the embarkation
point for tourists and local residents visiting Alcatraz Island; and

WHEREAS, NPS is empowered by the federal government to issue a bid prospectus
and to select a ferry concessioner through a competitive p‘rocess; and

WHEREAS, The Port has periodically negotiated leases with ferry concessioners for
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locations for embarkation to Alcatraz Island, With the embarkation point moving from Pier 41
to Pier 31'z as diﬁer_ent ferry companies with leaseholds along Port property have been
selected through the NPS ferry-bid process; and

WHEREAS, The Port and NPS share a common goal of enhancing the Alcatraz visitor
expériénée through significant investments in landside and waterside capital improvements —
to improve the ease of movement of the more than 1.5 million visitors each year — and
interpretative installations and site amenities including food, retail, and restrooms: and
| WHEREAS, Alcatraz Island, access to which is controlled by NPS, is a one-of-a-kind
visitor destination, attraotihg thousands of people each day to the waterfront and providing
revenues rbughly double the amount the Port would expect for a similar use not associated
with Alcatraz Island; and

WHEREAS, NPS determined that a long-term embarkation site is desirable to improve

'the quality of the visitor experience and in 2008, the Port and GGNRA began discussions
. about NPS selecting a permanent embarkation point at the Port and entering a direct

agreement with the Port that governs the terms by which the embarkation point would be

leased to NPS’s concessionaires; and

WHEREAS, By entering such a direct agreement for the use of a set embarkation
point, NPS, the Port and the public could be spared the disruption of moving the service each
time a new concessioner is selected; and

WHEREAS, Port staff, based on site criteria developed in conjunction with NPS staff,
identified the following five potential Port properties for a permanent Alcatraz embarkation
location: Piers 1972, 29 %2, 31%%, 41, and 45 Shed A, as detailed in a December 3, 2009,
informational presentation to the Port Commission; and _ |

WHEREAS, NPS completed an Environmental Impact Study undef the National

Environmental Policy Act which considered the following possible alternative locations: Fort
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Mason, Pier 31%, Pier 41 and Pier 432 and Port staff in coordination with NPS staff identified
Pier 311/2_ as the preferred Alcatraz embarkation site; and

WHEREAS, Pier 31% is parf of the Northeast Waterfront area, where retail, food and
beverage, and ferry service are allowed uses in such area under the Port’s Waterfront Land
Use Plan; and

WHEREAS, NPS has devé!oped an implementable vision for the project (the “Project”)
for Alcatraz ferry service and amenities within the bulkheads and portions of the sheds of
Piers 31 and 33 and the Pier 31 % marginal wharf (the “Site”); and ‘

WHEREAS, The Site is currently operated for ferry service to Alcatraz Island with
supporting food and beverage, and the Project would expand existing uses to include a visitor
contact station and ancillary retail uses; and |

WHEREAS, NPS has partnered with the Golden Gate National Pérks Conservancy
(“Conservancy”), a local nonprofit dedicated to conservation of GGNRA lands through public
éducation, historic interpretation, public access, and capital improvements, as part of its long-
term plan for an Alcatraz embarkation site; and

WHEREAS, The Conservancy has a proven track-record of developing and operating
memorable and stimulating visitor experiences in nationally- and internationally-renowned
destinations including Alcatraz Island cell house tours and Museum Store, Golden Gate
Bridge Welcome Center, Crissy Field Center, and Lands End Visitor Center, among others;
and

WHEREAS, The shared vision of a unified visitor experience - from site entrance and

oﬁentation, to ferry embarkation, to Alcatraz Island and jailhouse — requires specialized

knowledge of and experience in historic interpretation and education: and
WHEREAS, As set forth in Administrative Code, Section 2.6-1, the Board of

Supervisors’ policy is to approve only such proposed leases involving City property or facilities
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that departments have awarded to the highest responsible bidder under competitive bidding
proéedures,‘ except where competitive bidding is impractical or impossible; and

WHEREAS, Development of an embarkation site with a visitor contact station and retail
and food and beverage amenities presents an important opportunity to provide public-serving,
cultural, historic and other significant public benefits to the people‘ of the City, the entire Bay
Area region and beyond, including an opportunity for a significantly improved one-of-a-kind
waterfront destination that Will achieve public access objectives for the Site while adding an
attractive mix of uses and destinations along the waterfront; and

WHEREAS, The achievement of the Port’s goal of retaining the Alcatraz embarkation
site and the benefits noted above on Port property requires negotiating directly with NPS and
NPS’s selected partner, the Conservancy; and

WHEREAS, NPS and Port staff negotiated, on a sole source basis, a Term Sheet
dated July 7, 2016 (the “Term Sheet”), which sets forth the essential terms upon which the
Port and NPS would negotiate in good faith to reach agreement (the General Agreement or
GA) on the terms for working together to establish the Site as the Alcatraz embarkation site,
including the business terms of two leases for Site operation attached to ‘the GA: a form lease
to be ekecuted by Port and the NPS-selected concessioner for ferry service and a lease with
the Conservancy for a visitor contact station, retail, and food and beverage uses; and

WHEREAS, On July 12, 2016, the Port Commission approved Resolution No. 16-30
endorsing the Term Sheet and authorizing the Executive Dfrector of the Port, to preseﬁt the
Term Sheet to the Board of Supervisors for its endorsement and a determination that the
proposed GA and the initial term of the Conservancy Lease are exempt from conﬁpetitive
bidding policy set forth in Administrative Code, Section 2.6-1; and

WHEREAS, On November 29, 2016, the Board of Supervisors adopted Resolution
No.497-16 endorsing the Term Sheet and exempting the Project from the competitive bidding

Supervisor Peskin :
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policy set forth in Administrative Code, Section 2.6-1; and

WHEREAS, The Port and NP S have negotiated a final GA regarding the Project and its
associated lease attachments; and ’ | '

WHEREAS, The GA between the Port and NPS includes the following'-material ierms
as further described in this Resolution and the June 8, 20’1 8‘, Memorandum to the Port
Commission which is on file \)vith.vthe Clerk of the Board of Supervi_sors in File No. 180809, and |
incorporated herein by this reference (thé “‘Memorandum?®); (i) a term of up to 50 years (30 |
years plus two 10-year options to extend) for the Alcatraz Island ferry embarkatioh 'sit‘e on

Piers 31, 31%%, and 33; (ii) designates the Site as the long-term sole visitor contact station

‘and ferry embarkation for public access to Alcatraz Island and outlines independent and joint

obliglations; (iii) describes capital obligations of the ferry concessioner, the Conservancy, and
the Port, and provides for clarity, cooperation and coordination throughout the term
(iv) provides that NPS is solely responsible for selection: of and contracting with operators for
the ferry concession (the “Ferry Concession Contract”) and Port has no role in the selection,
sdlicitation, and/or éward of a contract to a selected operator (a “Ferry Concessioner”); (v)
requires each NPS prospectué for a Ferry Concession Contract to include a form lease (a
“Ferry Concessioner Lease”) prepared and approved by the Port that the Ferry Concessioner
will be required to sign; and (vi) requires Port to enter into a Ferry Concessioner Lease
substantially in the form of the lease attached to the GA with no changes other than (A)
changes agreed to by the Port and NPS in the sole discretion of each; and (B) to add new
Laws and City Requirements effective as of the commencement daté of the Ferry |
Concessioner Lea"se’t/hat do not conflfct with federal law; and

WHEREAS, On January 18, 2018,. the National Park Service (NPS) released a
prospectus (the “Prospectus?) soliciting proposals to operate Alcatraz passengjer ferry servicé

and associated services within the GGNRA; and

Supervisor Peskin o _ :
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WHEREAS, As set forth in the Prospectus, the term of the new Ferry Concession
Contract will be for fifteen (15) years and proposals are due in summer 2018; and | |

WHEREAS, With input from Port, the International Organization of Masters, Mates,
and Pilots (MM&P) and the Inlandboatmen’s Union (IBU), the Department of Labor issued a
supplemental wage determination fér common labor classifications for a San Francisco
passenger ferry operation (e.g. Master Captain, Senior Deckhand/Mate, Deckhand and Able-
Bodied Seaman) (the “Supplemental Wage Determination”) to establish minimum wages for
employees of the prospective Ferry Concessioner and NPS incorporated the Supplemental
Wage Determination into the Prospectus on May 21, 2018; and

WHEREAS, Each Ferry Concessioner will be required to pay monthly Base Rent for its
premises, escalated annually; and

WHEREAS, In addition to Base Rent, the Ferry Concessioner shall pay monthly
Percentage Rent on the difference between the Gross Revenue minus the NPS Concession
Franchise Fee, but only to the extent that such amount exceeds Base Rent; and

WHEREAS, The NPS-selected Initial Ferry Concessioner must complete the following
no later than the 5th anniversary date of the Ferry Concessioner Lease: waterside
improvements, including new ferry barges, docks and associated infrastructure; Pier 31
Marginal Wharf deck surface and visitor amenities; Pier 33 Shed visitor restrooms: Pier 31
bulkhead restrooms; interior improvements in the Pier 31 and Pier 33 Sheds;_Piér 33 South
Bulkhead Building ticketing area improvements; and demolition of a portion of the 2nd floor of
the Pier 33 South Bulkhead Building and construction of a mezzanine area. (together, the |
“Embarkation Site Improvements”j; and

WHEREAS, Upon completion of the Embarkation Site Improvements the Initial Ferry
Concessioner shall be entitled to a reht credit in a maximum amount of $2,520,000 for the

Embarkation Site Improvements; and

Supetvisor Peskin ‘
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WHEREAS, Once the Embarkation Site Improvements are completed, certain portions
of the property will be turned over to the Conservancy; and

WHEREAS, In addition to excursions to Alcatraz Island, the Initial Ferry Concessioner
Lease allows the Initial Ferry Concessioner to conduct “interpretive park cruises” with the
following limits: 45,000 passengers in years 1 and 2; 46,125 passengers in year 3; 47,278
passengers in year 4;. 48,460 passengers in year 5; and 90,000 passengers annually in yéar 6
through lease expiration after year 15; any violation of these limits is a material default of the
initial Ferry Concession‘er Lease and will result in an equivalent reduction of the interpretive
cruise passenger limit in the following year; and _

WHEREAS, The GA prohibits interpretive park cruises from any s'ubs'equent vFerry
Concessioner Lease without the prior consent of both the Port and NPS, in each such party’s
sole disoretidn; and

WHEREAS, In acknowledgement of the concerns raised by the City of Sausalito as to
a futufe Fort Baker ferry service, the‘ GA provides that all required environmental and
regulatory reviews and approvals will be obtained when a more detailed project desoriptidn
including improvements to the vessel landing facilities at Fort Baker is proposed; and

WHEREAS, Port and NPS agree that, in order to enhance the visitor experience, NPS
selected the Conservancy to provide the interpretive retail and food and beverage services
and other public amenities at the Site and as described above; and

WHEREAS, Port has negotiated a lease with the Conservancy requiring initial site
improvements and the operation of visitor amenities including a visitor contact station and
café consistent with the GA for a 30-year term with two 10-year options; and

WHEREAS, The current exemption from the City’s competitive bidding policy under

Board of Supervisors Resolution No. 497-16 covers only the initial thirty (30) year term of the

~ Conservancy Lease, énd Port proposes to extend the exemption for the proposed two 10-year

Supervisor Peskin
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'option periods bécause it will provide for continuing capital improvements to and will continue

| to provide a cohesive visitor experience to the Site; and

WHEREAS, Under the Conservancy Lease, the Conservancy will be required to pay
monthly Base Rent, escalated annually, and in addition to Base Rent, the Conservancy shall
pay monthly Percentage Rent on the amount by which Gross Revenues exceed Base Rent |
with other material business terms are set forth in the Memorandum; and

WHEREAS, The Conservancy shall construct improvements inciuding the build-out of
the Pier 31 bulkhead cafe and in a later phase the Pier 33 visitor pontact Station/interpretive
retail center (together, the “Conservancy’s Initial Tenant Improvements”); and

WHEREAS, The Conservancy must complete the Conservancy’s Initial Tenant
Improvements no |éter than the first anniversary of each of the two phases, and upon
completion the Conservancy shall be entitled to a rent credit of $554,000 for the Initial Tenant
lmprovements as further described in the Memorandum; and

| WHEREAS, The entire Site is subject to the common law public trust for commerce,
navigation and fisheries and the Burton Act statutory trust (collectively, the “Public Trust”); and

WHEREAS, Use of Public Trust lands is generally limited to maritime commerce,
navigation, fisheries, water—oriented fecreation, including commercial facilities that must be
located on or adjacent to water, and environmental stewardship and recreation, such as
natural resource protection, wildlife habitat and study, and facilities for fishing, swimming, and |
boating; and |

WHEREAS, Ancillary or incidental uses that promote Public Trust uses or
accommodate public enjoyment of Public Trust lands such as hotels, restaurants, and visitor-
serving retail are also permitted on Public Trust lands; and

WHEREAS, The Project has been planned and designed to provide multiple Public

Trust benefits delivered via development and use of the Site as a long-term home for Alcatraz

Supervisor Peskin ' '
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ferry and other maritime excursions, with various visitor-serving amenities including public

access space and uses, an interpretive retail center and a restaurant/café serving Alcatraz

ferry passengers as well as the general public; and

WHEREAS, A Preliminary Mitigated Negative Declaration (PMND) for the Project was
prepared and published for public review on December 6, 2017; and
WHEREAS, On December 27, 2017, an appeal of the decision to issue the Final
Mitigated Negative Declaration (FMND) was filed by the City of Sausalito within the 30-day
public review period; and |
WHEREAS, The Planning Department prepared responses to Sausalito’s

comments, made minor revisions to the PMND and on February 22, 2018, the Planning

+ Commission held a public hearing on the PMND and after consideration of the points raised

by the appellant, both in writing and at the February 22, 2018, hearing, found that the contents
of the PMND and the procedures through which the PMND was prepared, publicized, and
reviewed complied with the California Environmental Quality Act (California Publfc Resources
Code, Sections 21000 et seq.) (CEQA), 14 California Code of Regulations, Sections 15000 et
seq. (the “CEQA Guidelines”) and Chapter 31 of the San Francisco Administrative Code
(“Chapter 31”) and finalized the PMND (the Final MND); and

WHEREAS, The Planning Commission found the Final MND was adequate, accurate
and objective, reflected the independent analysis and judgment of the Department of City
Planning and the Planning Commission, and reaffirmed its conclusion that the Project could .
not have a significant effect upon the environment; and

WHEREAS, On February 23, 2018, the Environmental Review Officer signed the Fivnal
MND for the Project in compliance with CEQA, the CEQA Guidelines and Chapter 31; and

WHEREAS, The Planning Commission Secretary, Jonas lonin, is the custodian of

records at 1650 Mission Street, Fourth Floor, San Francisco, California; and

Supervisor Peskin :
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WHEREAS, The Final MND and the Miﬁgation Monitoring and Reporting Program
(MMRP) preparéd by Port staff has been made available to the public, the Port Commission
and the Board of Supervisors for their review and action and which is bn file with the Clerk of
the Board of Supervisors in File No. 180809, and incorporated herein by this reference; and

WHEREAS, On June 25, 2018, the Port Commission, by Resolution No. 18-39, found

that the Final MND is adequate for its use as the decision-making body for the Project, that

|| there is no substantial evidence that the Project could have a significant effect on the

environment with the adoption of the measures contained in the MMRP to av01d potentlally
significant environmental effects associated with the Project, adopted the Final MND and the
MMRP and_ found that all required mitigation measures identified in the Final MND and
éontained in the MMRP will be included iAn the Port's Leases; now, therefdre, be it
RESOLVED, That the Board of Supervisors has reviewed and considered the Final

MND and the record as a whole, finds that the Final MND is adequatefor its use as the

,deciéion—making body for the Project, that there is no substantial evidence that the Project

could have a significant effect on the énvironment with the adoption of the meas'ures
contained in the MMRP to avoid potentially significant environmental effects associated with
the Project; a_nd, be it | |

FURTHER RESOLVED, That the Board of Supervisors .hereby adopts the MMRP on
file with the Clerk of the Board of Supervisoré in File No. 180809 and finds that all required
mitigation measures identified in the Final MND ahd contained in the MMRP will be included
as conditions to the Ieése between the Port and each succeésive Ferry Conceésioner and the
Port and the Cohservahcy, and, be it |

FURTHER RESOLVED, That the Board of Superwsors hereby adopts the Port
Commission’s Public Trust findings as its own, and finds that this Resolution is consistent Wlth

the common law public trust doctrine and the Burton Act: and, be it

Supervisor Peskin :
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- FURTHER RESOLVED That the Board of Supervisors approves the General
Agreement with the National Park Service and the Conservancy Lease and exempts the
entire term of the Conservancy Lease from the competitive bidding pollcy set forth in
Administrative Code, Section 2.6-1; and, be it

FURTHER RESOLVED, That the Board of Supénlisors authorizes the Executive
Director of the Port or her designed (the “Executive Director”) to execute the Generabl'
Agreement and the Conservancy Lease in a form approved by the City Attorney and
substantially in the form on file with the Clerk of the Board of Supervisors in File No. 180809;
and, beit | | |

FURTHER RESOLV‘ED, That the'BQard'of Supervisore authorizes the Executive
Director to enter into any additions, amendments,‘ or othermodifications to the Gener_al'
Agreement or Conservancy Lease (including, without limitation, preparation and attachment
of, or changes to, any or all of the exhibits and ancrllary agreements) that the Executive
Drrector in consultation with the Clty Attorney, determrnes when taken as whole to be in the

best interest of the Port, do not materially increase obligations or liabilities of the C|ty or Port,

and are necessary or advisable to complete the transactions which the General Agreement

and Conservancy Lease contemplate and effectuate the purpose and intent of this Resolution,
such dete‘rmi'nation to be conclusively evidenced by the execution and delivery by the
Exchtive Director of any such amendments; and, be it

FURTHER RESOLVED, That wi’rhin thirty (30) days of the General Agreement and
Conservancy Lease being fully executed by all parties the Port shall provide copies of the
General Agreement and Conservancy Lease to the Clerk of the Board for inclusion into the

official file.

Supervisor Peskin
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BUDGET AND FINANCE COMMITTEE MEETING _ ~ SEPTEMBER 13,2018

item 1 ' Department:
File 18-0809 , Port

Legislative Objective

The proposed resolution would: (1) Approve a General Agreement between the Port and the |
National Park Service (NPS) for a 30-year term with two -10-year options allowing ferry
concessioners to use Port Piers 31 and 33 on The Embarcadero at Bay Street under lease from
the Port as the embarkation to Alcatraz Island and other Golden Gate National Recreation
Area sites; (2) Approve a Lease Agreement between the Port and the Golden Gate National
Parks Conservancy (Conservancy) to develop and operate visitor amenities at the site for a 30-
year term with two 10-year options; (3) Affirm the Port Commission’s Public Trust findings;
and (4) Make findings under the California Environmental Quality Act, and -adopt the
Mltrgatlon Monltorlng and Reporting Program for the Alcatraz Ferry Embarkation Project.

Key Points

e NPS has managed ferry services from the Port to Alcatraz Island since 1972. In 2008, in
order to develop a permanent ferry site at the Port, NPS requested a long term agreement
with the Port.

¢ In 2016, Port and NPS staff negotiated, on a sole source basis, a term sheet for negotiating
a General Agreement for working to establish Pier 31} as the permanent Alcatraz
embarkation site, as well as the terms for a lease to be executed b’yvthe Port and the NPS-
selected ferry concessioner and a lease with the Conservancy. The Board of Supervisors
endorsed the term sheet in November 2016.

Fiscal Impact

e The Port will make substructure improvements to Pier 31 at a cost of $7,516,768. The
ferry concessioner and the Conservancy will make improvements with an estimated value
of approximately $33 million, and receive rent credits totaling $3,074,000.

e _Each of the leases pays rent equal to the greater of base rent or percentage rent. Base
rent in the first year of the lease with the ferry concessioner is $772,140 and with the
- Conservancy is $457,752.

e The net present value of the base rents, less the rent credlts over the first ten years of
the two leases is approximately $6,994,000.

Recomimendations

e Amend the proposed resolution to request the Port Executive Director to revise the
General Agreement to (a) specify that the term of the initial ferry concessioner lease will
be 10 years or less, unless the Director of NPS determines that a longer term is warranted,
in accordance with U.S. Government Code 36 Section 51.73; (b) make the terms consistent
with the proposed lease between the Port arid the ferry concessioner; and (c) make the
terms consistent with the proposed Lease Agreement between the Port and the
Conservancy.

e Approve the proposed resolution, as amended.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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MANDATE STATEMENT

City Charter Section 9.118(c) states that any lease of real property for a period of ten years or
more or that has revenue to the City of $S1 million or more is subject to Board of Supervisors
approval.

BACKGROUND

Since 1972, the Port of San Francisco has served as the embarkation point for visitors to
Alcatraz Island, which is part of the Golden Gate National Recreation Area managed by the
National Park Service (NPS). NPS selects a ferry concessioner through a competitive process and
the Port negotiates a lease with the ferry concessioner for locations for embarkation to Alcatraz
Island. Ferry services were provided from Pier 41 from 1972 to 2006 and have been provided -
from Pier 31% since 2006.

In 2008, the Port and NPS began discussions for (1) selecting a permanent embarkation point at
the Port and (2) entering into an agreement that would govern the terms by which the
embarkation point would be leased to NPS’s concessioners. The Port, based on site criteria
developed in conjunction with NPS, identified five potential Port properties: Pier 19%, Pier 29%,
Pier 31%, Pier 41, and Pier 45 Shed A. Following federal environmental review, Port and NPS
staff identified Pier 31% as the preferred embarkation site.

In 2016, Port and NPS staff negotlated on a sole source basis, a term sheet, Wthh set forth the
“terms upon which the Port and NPS would negotiate in good faith to reach a General
Agreement for working to establish Pier 31% as the permanent Alcatraz embarkation site. The
term sheet also included the terms for a lease to be executed by the Port and the NPS-selected
ferry concessioner and ~a lease with the Golden Gate National Parks Conservancy
(Conservancy)?, for a visitor contact station, retail, and food and beverage uses at Piers 31 and
33. In November 2016, the Board of Supervisors endorsed the term sheet and exempted the.
project from the competitive bidding requirements set forth in Administrative Code Section 2.6-
. 1 (Res. No. 497-16; File No. 16-1166). '

Existing Leases at Piers 31 and 33

Hornblower Yachts, Inc. currently leases 42,952 square feet of open pier space at Pier 31%,
60,000 square feet of submerged land, and 7,035 square feet of shed space in Pier 33. The
Hornblower lease expired on October 31, 2014, and has continued on a month-to-month
holdover basis since then.

San Francisco Pier 33 LLC currently leases portions of the Pier 33 South Bulkhead building
comprised of approximately 4,515 square feet on the ground floor and 9,030 square feet on the
second and third floors. San Francnsco Pier 33 LLC has several subtenants and the lease expires
on July 31, 2019

! The Conservancy is a local nonprofit that develops and operétes visitor centers in the Golden Gate National
Recreation Area.

SAN FRANCISCO BOARD OF SUPERVISORS ) BUDGET AND LEGISLATIVE ANALYST .
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DETAILS OF PROPOSED LEGISLATION ‘

The proposed resolution would:

¢ Approve a General Agreement between the Port and NPS for a 30-year term with-two
10-year options allowing ferry concessioners to use Port Piers 31 and 33 on The
Embarcadero at Bay Street under lease from the Port as the embarkation to Alcatraz
Island and other Golden Gate National Recreation Area sites;

e Approve a Lease Agreement between the Port and the Conservancy to develop and
operate visitor amenities at the site for a 30-year term with two 10-year options;

e Affirm the Port Commission’s Public Trust findings;

¢ Make findings under the California Environmental Quality Act, and adopt the Mitigation
Monitoring.and Reporting Program for the Alcatraz Ferry Embarkation Project.

The terms of the General Agreement with NPS and the Lease Agreement with the Conservancy
are respectively summarized.in Tables 1 and 2 below.

SAN FRANCISCO BOARD OF S.UPERVISORS : BUDGET AND LEGISLATIVE ANALYST
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Table 1: Terms of the General Agreement between the National Park Service and the Port

Premises and Permitted USes

Premises consist of 68,271 square feet of pier or building space and 60,000
square feet of submerged land on Pier 31, Pier 31}, and Pier 33

Pier 31%: ferry embarkation site for ferry excursions to Alcatraz Island and
other sites

Pier 31: food and beverage service, visitor restrooms, storage
Pier 33: visitor center, ticket sales, exhibition space,,administrative offices

Term of General Agreement -

30 years with two 10-year options to renew the ferry operations at the
discretion of NPS, totaling 50 years

Agreement may be terminated by the Port or NPS due to sea level rise impacts
or catastrophic events

Ferry Concessioner Lease Terms

Ferry concessioner will be solicited, selected, and awarded a contract by NPS

Port will enter directly into a ferry concessioner lease with the same duration
as the term of contract between the ferry concessioner and NPS

Ferry concessioner responsible for waterside infrastructure including new
ferry barges, docks and associated infrastructure, Pier 31% marginal wharf
deck surface, Pier 33 shed visitor restrooms, Pier 31 bulkhead restrooms, Pier
33 bulkhead improvements, and interior improvements to Pier 31 and 33
sheds

Rent shall be the greater of:

e Initial Phase | base rent of $43,600 per month; full premises base rent
of $64,345 per month, or *

e Percentage rent of 7.5 percent of adjusted gross revenue on ferry
service, 7.25 percent of adjusted gross revenue from ferry food and
beverage, and 8 percent of adjusted gross ancillary revenue

Annual base rent escalation will be 3 percent for office space and 2.5 percent
for all other uses-

Ferry concessioner will be provided a maximum of $2,520,000 in rent credits
Rent will be adjusted to fair market value for each extension term

Port Obligations

Pier 31% marginal wharf improvements estimated to cost up to $7,516,768

Maintenance and repair of the Pier 31 marginal wharf substructure, Piers 31
and 33 bulkhead substructure and seawall, and exteriors of Piers 31 and 33

‘sheds
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Table 2: Terms of the Lease Agreement between the Conservancy and the Port

Premises and Permitted -Uses

Lease premises consist of approximately 9,222 square feet on Piers 31 and 33
Phase | Premises V , ‘

Pier 31 Bulkhead and Shed: restaurant and storage

Phase Il Premises

Pier 33 South Bulkhead Building and Shed: visitof contact station,
administrative office space or related interpretive exhibition space

Estimated Lease
Commencement Dates

Phase | Premises: October 1, 2018
Phase Il Premises: December 1, 2020

Term of Lease Agreement

30-year lease with two 10-year options

Base Rent

" Phase | Premises: $15,300 per month, or $183,600 per year

Phase Il Premises: $20,986 per month, or $251,832 per year
On each anniversary date, Base Rent shall increase by 2.5 percent

Base Rent Phase-in

70 percent of Base Rent due in Year 1.after Phase | and Il Commencement
Dates

85 percent of Base Rent due in Year 2 after Phase i and Il Commencement
Dates

Percentage Rent

7.5 percent of gross revenue on food, beverage, and retail operations

In any calendar month in which 7.5 percent of total monthly gross revenue
(Percentage Rent) exceeds the monthly Base Rent, the Tenant shaii pay
Percentage Rent

During phase-in periods, the reduced Base Rent will be used for the basis of
calculating Percentage Rent

Rent Abatement during Alcatraz
Island Closure '

Base. Rent shall be suspended for the entire premises during periods when
Alcatraz Island closes to visitors for more than one day for reasons outside
NPS's or Tenant’s control, such as weather, earthquake damage or a
government shutdown. Percentage Rent will continue to be due.

Security Deposit

$76,292

Tenant Improvements

Tenant shall pay for improvements estimated to cost approximately
$3,692,000

Rent Credits for Tenant
Improvements

Tenant’ shaii be entitled to a rent credit in the maXimum amount of $554,000
amortized over a 48-month period taken

Utilities, Maintenance and
Repair

Port responsible for substructure of the Pier 31 marginal wharf, substructure
and exterior {including roof but excluding doors and windows) of the Pier 31
and 33 bulkhead buildings and Sheds 31 and 33, and the seawall

Tenant responsible for utilities, interior improvements, exterior windows and
doors

Port shall have no responsibility to address the effects of flooding or sea level
rise :
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Changes since Endorsement of Term Sheet
Term of Ferry Concessioner Lease

The term sheet specified that the term of the lease between the Port and the ferry
concessioner would conform to U.S. Government Code 36 Section 51.73, which pertains to
National Park Service concession contracts, and specifies that contracts must have a term of 10
years or less unless the Director of the National Park Service determines that contract terms,
including required capital improvements, warrant a longer ter'm.2 The General Agreement -
states that the term of the lease agreement with the ferry concessioner will match the duration
of the contract between NPS and the ferry concessioner, but does not specify that the term will
be 10 years or less.

Base Rent for Ferry Concessioner Lease

The term sheet and proposed General Agreement Ilst the base rent for the ferry concessioner
lease at $696,000 per year, or $58,000 per month, plus initial rent for the Pier 33 office space of
$166,032 per year, or $13,836 per month, for total first year rent of $862,032. Under the .
proposed lease with the ferry.concessioner, the full premises base rent will be $772,140 per
year, or $89,892 less than presented in the term sheet and proposed General Agreement.

According to Ms. Benassini, the General Agreement'language reflects estimates devéloped prior
to when the premises and measurements were understood in detail. The proposed lease is the
relationship the Port will have with the ferry concessioner and the ferry concessioner is not a
party to the General Agreement. According to Ms. Benassini, the base rent to be paid by the
ferry concessioner is $89,892 less than the rent in the proposed General Agreement because
the term sheet contained about 2,700 more square feet of space than:the ultimate
configuration of the premises to be leased. All of the rental rates per square foot are the same
as those reported in the term sheet.

Term of Conservancy Lease

Under the term sheet endorsed by the Board -of Supervisors in 2016, the lease to the
Conservancy was to be for 30 years. The proposed lease agreement is for 30 years with two 10-
year options to extend, matching the term of the General Agreement. The Conservancy may
only activate the first 10-year option if a number of conditions are met, including that (1) NPS
has activated the first 10-year option of the General Agreement, (2) the Conservancy has no -
events of default outstanding, and (3) the rent is subject to a market-based adjustment based
on appraisal. '

% According to the Port, the National Park Service solicitation for ferry services is for 15 years, which will be the
term of the lease between the Port and the ferry concession.
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Base Rent for the Conservancy

The term sheet and proposed General Agreement state that the base rent for the Conservancy
will be $330,000 per year, or $27,500 per month. The proposed Lease Agreement with the

Conservancy states that the base rent will be $183,600 for Phase | parcels and $251,832 for
 Phase Il parcels for a total of $435,432 per year®. According to Ms. Benassini, the figures in the
term sheet and General Agreement refer to an estimate developed when the amount of space
needed by the Conservancy for their operations was not yet final, and the terms of the Lease
Agreement supersede the term sheet and General Agreement. According to Ms. Benassini, the
base rent to be paid by the Conservancy is more than the rent in the proposed General
Agreement because about 3,000 more square feet has been allocated to the Conservancy than
previously anticipated due.to operational needs.

FISCALIMPACT — — =

Capital Repairs and Maintenance

The prdposed General and Lease Agreements identify the respective responsibilities of the Port,
ferry concessioner, and Conservancy for repairs and maintenance of the site.

Port.Responsibilities

In March 2018, the Port Commission authorized award of a construction contract in the amount
of §7,516,768 for Pier 31 and 31% marginal wharf substructure repairs and upgrades (Port .
Resolution No. 18-21). These substructure repairs and upgrades consist of below deck concrete
repairs and pile and cap repairs. According to Ms. Benassini, funds to make these substructure
repairs and upgrades were included in the Port’s FY 2017 18 capltal budget, prevnously
approved by the Board of Supervisors.

The Port will also be responsible to maintain and repair the Pier 31 marginal wharf
substructure, Piers 31 and 33 bulkhead substructure and seawall, and the exteriors of Piers 31
and 33 sheds. Ms. Benassini states that the Port is responsible for these maintenance and
repair costs because Piers 31 and 33 are multi-tenant sites, of which the ferry concessioner-and
the Conservancy are two of several Port tenants. '

Ferry Concessioner Responsibilities

The ferry concessioner selected by NPS will be responsible for the construction, maintenance
and repair to new ferry barges, docks and associated waterside infrastructure, Pier 31%
marginal wharf deck surface, Pier 31 and 33 visitor restrooms, Pier 33 buikhead improvements,
and interior impr'ovements to Pier 31 and 33 sheds. NPS estimates the costs of the embarkation
site improvements to be approximately $30 million for the ferry concessioner. The ferry
concessioner will be provided a maximum of $2,520,000 in rent credits for these costs by the
Port.

Conservancy Responsibilities

® As noted in Table 2 above, the estimated start date fof Phase | leases is October 2018 and the estimated start
date for Phase Il leases is December 2020.
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The Conservancy will pay for interior facility improvements estimated to cost up to $3,692,000.
The Conservancy will be responsible for maintaining the interior improvements and exterior
doors and windows. The Conservancy will be provided a maximum of $554,000 in rent credits .
for tenant improvement costs over the initial four years of the lease. '

Base Rent to the Port
Lease between the Port and the Ferry Concessioner

‘The ferry concessioner will pay rent to the Port equal to the greater of (a) base rent of
approximately $772,140 per year in the first year, increasing by 3 percent per year for office

" space and 2.5 percent per year for all other uses, or (b) percentage rent. Percentage rent is
equal to 7.5 percent of adjusted gross revenues for ferry service, 7.25 percent of adjusted gross
revenues for food and beverages®, and 8.0 percent of other concession revenue. According to
Ms. Benassini, base rent is based on the Port’s parameter rent schedule approved by the Port
Commission at the time the term sheet was endorsed. Percentage rent is based on rent paid by
other ferry excursion operators at the Port.

Lease between the Port and the Conservancy

According to the proposed Lease Agreement, the Conservancy will pay the Port the greater of
(a) base rent of approximately $457,752 per year®, increasing by 2.5 percent per year, or (b)
percentage rent equal to 7.5 percent of gross revenues. According to Ms. Benassini, the
proposed base and percentage rent to be paid by the Conservancy to the Port was negotiated,
based on rents paid by comparable properties adjacent to the Port for the retail portion of the
premises. The remainder of the premises base rent was set per the Port’s parameter rent
schedule approved by the Port Commission.

Estimated Lease Revenues to the Port

The net present value of the base rents, less the rent credits and phase in discounts, to be paid
by the ferry concessioner and the Conservancy to the Port over the first ten years of the two
leases would be at least $6,994,000. If percentage rent exceeds base rent in any given month of
the lease terms, rent proceeds to the Port would be higher. - :

RECOMMENDATIONS

1. Amend the proposed resolution to request the Port Executlve Director to revise the General
Agreement to (a) specify that the term of the_mltlal ferry concessioner lease will be 10 years
or less, unless the Director of NPS determines that a longer term is warranted, in
accordance with U.S. Government Code 36 Section 51.73; (b) make the terms consistent -
with the proposed lease between the Port and the ferry concessioner; and (c) make the
terms consistent with the proposed Lease Agreement between the Port and the
Conservancy.

2. Approve the proposed resolutlon as amended

* Adjusted gross revenue equals total revenues, less franchise and other pass-through fees.
® At the completion of improvements and full rent phase in.
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TO:

FROM:

SUBJECT

MEMORANDUM
June 21, 2018

MEMBERS, PORT COMMISSION
Hon. Kimberly Brandon, President
Hon. Willie Adams, Vice President
Hon. Gail Gilman
Hon. Victor Makras
Hon. Doreen Woc Ho

Elaine Forbes .
Executive Director

Adoption of the Final Mitigated Negative Declaration and the Mitigation
Monitoring and Reporting Program for the Alcatraz Ferry Embarkation Project
(2017-000188ENYV) located at Piers 31-33 on The Embarcadero at Bay Street
(Site) pursuant to the California Environmental Quality Act; and

Approval of three transaction documents: (1) a General Agreement between
the Port and the National Park Service (NPS) for a thirty-year term with two
ten-year options for use of the Site primarily as the embarkation to Alcatraz
Island including: (2) a form lease with an initial ferry concessioner to be
selected by NPS for site improvements and ferry services including from the
Site to Alcatraz Island coterminous with the ferry concession contract; and (3)
a lease with the Golden Gate National Parks Conservancy for site
improvements and to operate visitor amenities including a visitor-contact

station and café for a thirty-year term with two ten-year options coterminous

~ with the General Agreement.

(This action constitutes the Approval Action for the project for the purposes of
CEQA, pursuant to San Francisco Administrative Code Section 31.04(h).)
(Resolution No. 18-39)

DIRECTOR’S RECOMMENDATION: Approve the attached Resolution

EXECUTIVE SUMMARY

This memorandum explains and supports the Executive Director's recommendation for -
approvals for the Alcatraz Embarkation Project. It tracks changes since the Port
Commission’s February 27, 2018 and June 12, 2018 meetings. Note that this staff report
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contains no substantive changes compared with the staff report from the June 12, 2018
meeting, when Port Commissioners requested additional time to study the issues.

Staff from the Port and the National Park Service have negotiated the terms and conditions
for three transaction documents that will govern the improvement and long-term operations
of the Alcatraz Island Embarkation Site Project (the “Project’) located at Piers 31, 31%, and
33 on The Embarcadero at Bay Street (the “Site” shown on Exhibit A, Site Aerial Map).

The Project is anticipated to result in approximately $34 million of investment in the Piers
31-33 Site by the ferry concessioner ($30 million), and the Golden Gate National Parks
Conservancy ($4 million). Also, Alcatraz ferry operations at Pier 3174, which generated
about $2.3 million in 2017 in annual rent to the Port, will be retained on Port property for the
long-term. Annual rent from the upgraded operations is projected to increase to $3.2 million
in the fifth, full-year of operations, due to the increase in retail and café space dedicated to
the Alcatraz embarkation, the inclusion of a new, Interpretive Park Cruises excursion option,
and growth in gross revenues through the passage of time.

The Project will activate the Pier 31 bulkhead with a café and public restrooms, transform
the Pier 33 bulkhead into a visitor-contact station, improve the visitor experience on the
open, marginal wharf where visitors begin their ferry service to Alcatraz, and improve the
efficiency of the ferry operations. Improvements to the Site will be made through a lease
with a new tenant, the Golden Gate National Parks Conservancy (Conservancy), and
through a lease with a new ferry concessioner, to be selected by NPS through its
competitive-bid process. Since the February 27, 2018 Port Commission meeting on this
item, NPS’s competitive bid document, called a “prospectus,” has been updated to include
hourly wages for notable, passenger ferry occupations with locally relevant and competitive

wage rates. '

The Project goals are as follows:

Provide an identifiable gateway to Alcatraz Island and the GGNRA;

Create a clear orientation and quality welcoming experience to Alcatraz Island;
Establish a destination point along The Embarcadero;

Ensure efficiency for the site’s various visitor services and ferry operations;
Provide connections to other NPS sites in San Francisco Bay;

Rehabilitate the historic Port structures and tell their stories;

Preserve resources through sustainable strategies; and

Offer a safe and accessible experience for all.

ITOmMmMoOwr

The agreements (“Agreements” or “Transaction Documents”) consist of the following:

1. A General Agreement (“GA”") between the Port and NPS with a term of up to 50 years
(30 years plus two, 10-year options) for the Alcatraz Island ferry embarkation site on
Piers 31, 31%, and 33. The GA designates the Site as the long-term, sole ferry
embarkation for public access to Alcatraz Island. The agreement outlines -
independent and joint obligations, such as NPS selecting and contracting for ferry
concession services and the Port entering leases with NPS’s selected operator for
ferry concessions and with the Conservancy for visitor services and a café. The
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agreement describes capital obligations of the ferry concessioner, the Conservancy,
and the Port. The agreement provides for clarity, cooperation, and coordination
throughout the term between the Port and NPS;

2. Aform of lease between the Port and a ferry concessioner (“Concessioner”) that NPS
selects to provide initial site improvements and ferry services with a term to match
the concession contract term, the first of which is 15 years; and

3. Alease between the Port and the Conservancy for improvements and operation of
visitor amenities including a visitor-contact station and café, consistent with the term
of the GA (30-year term with two 10-year options).

‘The Project approvals before the Port Commission represent several years of effort, led by
the Port Commission, Port and City staff, and staff from both the National Park Service and
the Conservancy. Based upon the multiple benefits to the Port and the City from
implementation of this Project, staff recommends Port Commission approval of the attached
resolution.

REFINEMENTS AND ADDITIONS SINCE INFORMATIONAL ITEM

On January 9, 2018, Port staff presented the Project in an informational item to the Port
Commission. Subsequently, on February 27, 2018, Port staff again presented the Project,
seeking approval of the Transaction Documents. Most recently, on June 12, 2018 Port staff
presented updates to the wage determination provided for the Alcatraz concession contract
and provided additional information related to bay excursions departing from San Francisco.
Commissioners requested addition time to consider the issues and asked that the item be
brought back. This report includes all of the information presented in the January and
February Port Commission meetings, as well as refinements which are shown in underline

or strike-through formatting.

The changes and refinements in this staff report consist primarily of: (1) additional
information related to wage rates for the ferry concession contract as determined by the
U.S. Department of Labor and (2) information regarding the limited “interpretive park cruise”
service that is required by the National Park Service to be provided by the selected ferry
concessioner. For readability, numbers in new tables are not underlined but the table .
number and name is formatted as underline.

PORT AND PARK SERVICE ACTIONS TO ADDRESS CONCERNS RELATED TO THE
ALCATRAZ CONCESSION CONTRACT

Members and representatives of both the International Organization of Masters, Mates, and
Pilots (MM&P) and the Inlandboatmen’s Union (IBU) have raised two areas of concern
through written correspondence as well as public testimony at the February 27, 2018 Port
Commission hearing: (1) the minimum wages applicable to the Ferry Concession contract,.
as determined by the Department of Labor and set forth in the Prospectus issued by the
National Park Service; and (2) the introduction by the Park Service of ‘Interpretive Park
Cruises’ as an ancillary line of business within the Ferry Concession contract. The section
below summarizes staff efforts to address the concerns.
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Department of Labor Wage Determination

At the February 27, 2018 Commission meeting, the Port Commission directed staff to work
with partners at NPS to ask Department of Labor (‘DOL") to amend the wage determination
issued for the Alcatraz ferry prospectus. The wage determination issued by DOL sets -
minimum hourly wages for selected occupations that Alcatraz ferry operator bidders must
commit to meet or exceed in order to bid on the business opportunity. At the time of the
February meeting, the wage determination did not include occupations directly relevant

to typical, passenger ferry-related job categories, such as captain and deckhand.

Consistent with the direction to staff, the proiect team has worked to ensure that locally -
relevant occupational information is available for DOL's use in issuing an addendum to the
wage determination for the Alcatraz Prospectus. Staff sent correspondence to DOL and met
with Wage and Hour Division staff at DOL fo share the Port's knowledge of occupations and
local labor conditions.

On May 21, 2018 NPS issued an amendment to Exhibit B Operating Plan in the Alcatraz
Prospectus (see Exhibit C for amendment file). It includes new occupational categories
summarized in Table 1, below, including Master, Journeyman, and Deckhand, among other
- occupations relevant fo ferry service. ‘

Table 1. Summary of Selected Wage Determination Informatiqn*

JobTitte = | Hourly Wage - Pension/ - Benefits
: ‘ v e month | . Package
Master $42.62 __$507 (1)
Assistant Engineer - $29.25 $476 (1
Journeyman (Engineer) $30.40 $476 | (1)
Engineer | $35.86 $496 (M
Engineer | - $39.23 $496 (M
Senior Engineer $42.62 ‘ $507 (1
Port Engineer $47.78 $507 Q)
Deckhand $30.34 n/a 2)
Senior Deckhand $30.95 n/a 2)

*This table is a summary only. Please refer to business opportunity document library on Alcatraz
Prospectus website for complete and official Prospectus responses requirements.

) Benefits package at a minimum to include:
o Health and Welfare: $1,550 per month
¢ Sick Leave: 8 days after 1 year; thereafter accrues 8 hours per month

¢ Vacation: 2 weeks after 1 year; 3 weeks after 5 years; 4 weeks after 10 years; 5 weeks after
20 years

o Holidays: A minimum of ten paid holidays per year: New Year's Day, Martin Luther King Jr.'s
- Birthday, Memorial Day, Independence Day, Labor Day, President's Day, Thanksgiving Day,
Day after Thanksgiving and December 24th, Christmas Day. (A contractor may substitute for
any of the named holidays another day off with pay in accordance with a plan communicated
to the employees involved.)
) Benefits package at a minimum to include:



¢ Health and Welfare: $1,394 per month (Trust Plan or equivalent); $1,689 per month (Kaiser
Plan or equivalent)

e Sick Leave: 8 hours per month

« Vacation: 2 weeks after 1 year; 3 weeks after 5 years; 4 weeks after 10 years; 5 weeks after
20 years

« Holiday: A minimum of ten paid holidays per year: New Year's Day, Martin Luther King Jr.'s
Birthday, Memorial Day, Independence Day, Labor Day, President's Day, Thanksgiving Day,
Day after Thanksgiving and December 24th, Christmas Day. (A contractor may substitute for
any of the named holidays another day off with pay in accordance with a plan communicated
to the employees involved.)

Table 2 provides a summary of wages in the Alcatraz Prospectus and those in Blue & Gold
Fleet's contract with WETA (Water Emergency Transportation Authority) for ferry service.
These labor rates have been negotiated by Blue & Gold with the respective trade unions,
then were agreed to by WETA through their service operations agreement with Blue & Gold.
Based upon Port staff's review of publicly-available wage information for similar, local jobs,
the hourly wages in the DOL-issued Wage Determination reflect local labor market
conditions and will support the selected Alcafraz concessioner’s ability to compete for and
retain qualified staff. :

Table 2. Comparison of Alcatraz Prospectus Wages and WETA-Blue & Gold Contract Hourly
Wages '

Job Title - Alcatraz Prospectus 'WETA Contract
: “Wage Determination 2017/18 Fiscal Year
Selected Hourly Wages™" |~ Hourly Wages @

Master - $42.62 $42.37
Deckhand ~ $30.34 $30.12
Senior Deckhand $30.95 $31.63

™ Hourly wages reported for Alcatraz Prospectus reflect wages the selected ferry concessioner will
be required to pay workers at the start of the new Alcatraz contract. Per federal regulations, wages
will be adjusted by Department of Labor’s periodic issuance of a wage adjustment every two years
after contract execution. '

@ Hourly wages shown reflect contract wages for fiscal year 2017-2018 in the 2017-2021 IBU
contract. Wages typically increase by almost 3% each year during the contract term.

Interpretive Park Cruises

Description of Service

The vast majority of the business opportunity issued by the National Park Service in
association with this item will result from the Alcatraz passenger ferry service. However,
there are a number of ancillary components of the business opportunity, one of whichis a
service described as a ‘Park Cruise’, in which a ferry passenger vessel will depart from and
return to the embarkation site at Pier 31 % without stopping/disembarking at another
location. The purpose of the Park Cruises is to provide an opportunity to see a variety of
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sites within the Golden Gate National Recreation Area from the water, including Alcatraz,
while learning about such sites via a substantive on-board interpretive program fora
minimum of 45 minutes. The service will be available to visitors to the Embarkation Site who
are unable to obtain a ticket to Alcatraz due to demand exceeding supply, as often occurs
during peak season, as well as others who may not be interested in the Alcatraz trip (e.q.
those who have already been to the island) but nonetheless are interested in learning more
about GGNRA sites while enjoying views on the Bay.

The Park Cruise service is capped by the National Park Service's Concession Contract ata
maximum of 90,000 passengers per year, which represents 5% of the total number of
projected passengers embarking vessels from the Embarkation Site. This new service will
provide additional revenue streams for the selected ferry concessioner, the Park Service,
and the Port. Table 3 below illustrates the magnitude of the Park Cruise service relative to
the size of the Alcatraz service:’

Table 3. Summary of Projected Ridership and Revenue*

Categon Projected Range (2019)
Alcatraz Ferry Ridership ' 1,700,000 - 1,800,000
Park Cruise Ridership 80,000 - 90,000
Projected Park Cruise Revenue . $2.5M - $3M
Total Projected Revenue ' $44M - $52M

*This table is a summary only. Please refer to business opportunity document fibrary on Alcatraz
Prospectus website for complete and official Prospectus information.

As shown, total estimated revenue derived from the Park Cruises is approximately $3 million
annually at the high end of the projection; of this amount, the Port is expected to receive
approximately $220.000 annually via percentage rent under the terms o‘f the lease.

Concerns About Park Cruises Raised by Some Stakeholders

Several stakeholders have raised concerns about the Park Cruises service just prior to and
at the February 27, 2018 Port Commission meeting. Port staff have also had follow-up
conversations after that meeting. The concerns are focused on the potential for the Park
Cruise service to impact the bay cruise business lines of existing Port tenants. “Bay
Cruises” are excursions on vessels run by Blue & Gold (Pier 39), Hornblower (Pier 3), and
- Red & White (Pier 41) which take passengers around points of interest on the Bay, with
narration and on-board amenities. Specifically, some existing Port tenants report that some
prospective customers who were unable to go to Alcatraz island due to sellouts currently opt
to purchase Bay Cruise fickets as an alternative excursion.

! Source: National Park Service/GGNRA Prospectus No. CC-GOGA001-19, pages 15-16
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Staff Analysis

Port staff have reviewed the Park Cruise concept from the perspectives of a variety of
stakeholders and have the following observations and conclusions for the Commission’s
consideration.

e Park Cruise service relative size. The Park Service, through its concession contract,
will enforce a cap on the number of Park Cruise passengers at 90,000 per year.
Based on data voluntarily shared by other operators Port staff estimates that that
number represents approximately 5% of the current bay cruise excursions business
embarking from Port property.

¢ Timing of new service. Once the new Alcatraz concessioner is under contract in mid-
2019, the new Park Cruise service is expected to ramp up over time, as site
improvements are made to accommodate the new ferry berth and the service is
advertised to customers. Port staff does not expect the Park cruise service to reach
the cap for a few years after the start of the contract.

e Visitor ship datfa. Visitation to San Francisco is growing and most excursion operators
are well-located to take advantage of this growth. SF Travel. the San Francisco
Travel Association, reported 25.5 million visitors in 2017, the highest recorded by the
agency to date, and 2.6 million more visitors than recorded in 2013 (see Figure 1).°
SF Travel also tracks data on visitor attractions, and reports that Alcatraz is the fifth-
most visited attraction in San Francisco, drawing over 25% of all visitors based on
survey results (see Figure 2). Pier 39, the embarkation site for both the Blue & Gold
and Red & White fleets’ bay excursion operations, is the number one most-visited
tourist attraction, drawing nearly 60% of all visitors to San Francisco.

2 Data from SF Travel, the San Francisco Travel Association. SF Travel reports average annual growth in San Francisco
visitation 0f 3% since 2013. Similar to the growth reported by SF Travel, San Francisco International Airport reported
that the number of arriving passengers increased from 16.4 million in 2005 to 26.7 million in 2016, an average growth
rate of 4.5%.

-7-



Figure 1. 2017 Visitor Volume (millions per year)
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Source: Travel Forecast 2018, San Francisco Travel Association in conjunction with Tourism Economics
Figure 1 Definitions:

0vefnight Visitor— The number of people staying at least one night in San Francisco in a hotel/motel, hostel,
vacation rental, time share, Airbnb, private rental or staying with friends and family. Day Visitor— Visitors
who traveled at least 50 miles to San Francisco for leisure or business purposes (excludes daily commuters).

Staff Conclusion

In discussing this topic with stakeholders prior o and after the February Port Commission
meeting, Port staff carefully listened to and considered concerns about this new service
potentially undermining existing maritime tenants. Staff are invested in maintaining strong
and long-lasting partnerships with Port tenants and creating a thriving environment that
grows maritime business opportunities on the waterfront.

After such consideration, Port staff has concluded the following: (1) Existing Port tenants do
currently benefit from customers unable to purchase Alcatraz ferry tickets due to sellouts
choosing bay cruises as another option; (2) the Park Cruise service would comprise a
relatively small portion of the overall bay excursion market; (3) the number of visitors to San
Francisco is growing; (4) Both Alcatraz and Pier 39 are major tourist destinations, providing
both existing Port tenants and the new Alcatraz concessioner the opportunity to capture
business opportunities.

Port staff recommends that the Alcatraz ferry operator form lease include the provision
allowing the Park Cruise service. Staff bases this recommendation on its assessment that
that the operation Park Cruises business line at the Embarkation Site under the ridership
limit and updated wage determination noted above advances the Port's mission of
expanding maritime opportunities withoutf unfairly or disproportionately competing with our
existing tenants.
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Figure 2. Top Visitor Attractions in San Francisco
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KEY MILESTONES

On July 12, 2016, the Port Commission approved Resolution No. 16-30 endorsing the Term
Sheet and authorizing the Executive Director of the Port, or her designee, to execute the
Term Sheet and present the Term Sheet to the Board of Supervisors for its endorsement
and a determination that the proposed Project is exempt from competitive bidding
requirements pursuant to Administrative Code Section 2.6-1. The July 12, 2016 staff report
can be found at:
http://sfport.com/meeting/san-francisco-port-commission-july-12-2016-supporting-
documents. » '

On November 29, 2106 the Board of Supervisors adopted Resolution N0.497-16 exempting
the Project from the competitive bidding policy set forth in Administrative Code, Section 2.6-
1, including (1) a lease for ferry service to Alcatraz Island with a future concessioner
selected by NPS and (2) a lease with the Golden Gate National Parks Conservancy. The
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Board endorsed the Term Sheet, substantially in the form presented to the Board. On
December 9, 2016 Mayor Edwin Lee approved the Resolution.

On December 6, 2017, the San Francisco Planning Department published a Preliminary
Mitigated Negative Declaration (‘PMND") for the Project, marking the opening of a 30-day
public review period. On December 27, 2017, the City of Sausalito (“Appellant”) filed an
appeal of the PMND. The concerns cited in the appeal all had to do with potential impacts
related to the proposed future ferry service from the Embarkation Site at Pier 31% to Fort
Baker, located adjacent to Sausalito.

At the Port Commission meeting on January 9, 2018, Port and NPS staff presented
descriptions of the Project to the Port Commission along with the three transaction
documents that will guide development of and long-term operations at the site: the General
Agreement; the initial Ferry Concession Form Lease; and the Conservancy Lease.

On January 18, 2018, the National Park Service (NPS) released a Prospectus soliciting for
proposals to operate Alcatraz passenger ferry service and associated services within
Golden Gate National Recreation Area. The term of the new Concession Contract will be for
fifteen (15) years. Proposals are currently due on June 28, 2018. This business opportunity
can be found on NPS’ website at htips://concessions.nps.gov/goga001-19.html. This
Prospectus website contains links to all relevant contract documentation including the GA
and the ferry concession lease form.

On February 22, 2018, the San Francisco Planning Commission, after hearing the appeal
and the Planning Department staff's response to the Appellant’s issues, sustained the MND
- with minor modifications. On February 23, 2018, the Environmental Review Officer S|gned
the Final Mitigated Negative Declaration (FMND)

On February 27, 2018, Port staff made a presentation to the Port Commission requesting
approval of the three transaction documents: the February 27, 2018 staff report can be
found at: htip://sfport.com/meeting/san-francisco-port-commission-february-27-2018-
supporting-documents. At that time, the Port Commission continued the item. in order fo
provide time for Port and Park Service staff to address concerns voiced at the February 27

hearing.

BACKGROUND

Alcatraz Island is part of and managed by the Golden Gate National Recreation Area
(GGNRA), a National Park Service unit that includes numerous diverse resources within the
San Francisco area, including Fort Mason, Fort Baker, Ocean Beach, and the Presidio. One
of GGNRA's most prominent sites is Alcatraz Island which is historically significant as part of
early coastal fortification systems and later as a federal prison. Since 1972, the Port of San
Francisco has served as the embarkation point for tourists and local residents visiting
Alcatraz Island.

Each year more than 1.7 million people visit Alcatraz Island by ferry from Pier 31% on the
northern waterfront, which is the only embarkation point for service to the Island. Between
4,000 and 5,000 people visit Alcatraz Island each day. While there is some seasonal

~ variation, the Alcatraz Island ferry service operates a full daily schedule all year long. The
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number of visitors is hot dependent on ferry.capacity, but limited by NPS’s ability to provide
for an enjoyable experience on the Island and for the protection of park resources.

Between 1972 and 2005, service to Alcatraz Island was provided from Pier 41. In 2005, the
base of operations was moved to Pier 31% when Hornblower was awarded the Alcatraz
concession contract. The existing concession contract expires in May 2019.

Land Use and Planning Context

_Alcatraz as a destination is extremely popular and ferry service to the Island is one of the
Port's highest revenue-generating uses. The Port and NPS saw the benefits of a more
permanent site. In 2014 NPS began a NEPA site selection process that culminated in the
selection of Pier 31/33. Through this strategy the Port and the Park Service see several key
areas which are targeted for improvement through implementation of the three Agreements
summarized in this memorandum. The desired ouicomes of the long-term Alcatraz
Embarkation Project include:

o Long-term Embarkation site provides greater certainty for visitors and surroundmg
businesses

¢ Increased competition for the ferry concession contract, as bidders will not be
required to be existing Port tenants as they were in previous solicitations.

e Significant new investment in the Site, by both the Port and the future ferry
concessioner, which the Park Service is able to recommend due to the long-term
nature of the GA.

¢ A unified, high quality experience for visitors, through the inclusion of the
Conservancy as a tenant; the Conservancy is already responsible for interpretation
on Alcatraz Island through agreements with the Park Service.

» Collaborative governance structure between the Port and Park Service in
managing the NPS-selected concessioner/tenant and the Conservancy’s visitor
services and interpretive retail operations.

PROJECT INFORMATION

Project Location and Existing Site Characteristics

The existing Project site is located at Pier 3172 along the northern end of the Embarcadero
and within the Port. Visitors enter the site from the Embarcadero just west of the bulkhead
building and adjacent to a tour bus and drop-off area compliant with Federal Accessibility
Standards (FAS). The existing ferry embarkation site program is located primarily outdoors
utilizing the entire Pier 31% marginal wharf, and has limited operations space located in the
Pier 33 shed. A portion of the Pier 317 marginal wharf is dedicated to vehicle-parking and
contains a sump pump that provides Alcatraz Island waste removal via barge service. The
current Ferry Concessioner utilizes the Pier 33 shed area for operations, storage and
portable public restrooms.

Currently no portion of the existing ferry embarkation site program is located within the Pier
33 South Bulkhead building, which is under separate lease to another entity until July 2019.
The three story bulkhead building is currently occupied by the Alcatraz Café on the ground

floor, Alcatraz Cruises administrative office space on the entire mezzanine level and an
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independent subtenant on the entire 3 floor. The Pier 31 North Bulkhead had contained the
current Ferry Concessioner employee break area and was relocated when Pier 31 was
closed to provide for the structural and roof repair project along with the north apron repair.
In terms of existing maritime improvements, there is currently one float to accommodate two
berths at the existing site.

Visitors currently enter the site, use the stand-alone ticket booth located near the plaza
entry, circulate through several small interpretive exhibits, and enter the covered queuing
area, which has space for visitors to stand. A pre-boarding area adjacent to the gangway
offers seating for those with disabilities. Visitors are guided down the gangway and on to the
ferry.

Description of Improvements
The Project will result in the following key enhancements and improvements to the Site:

¢ Pier 33 South Bulkhead. The existing café will be demolished and the majority of
the mezzanine level removed and replaced with a two-story welcome center for
visitors, including interpretive retail uses. The 3rd floor will be retained and utilized as
office space by the ferry concessioner.

¢ Pier 33 portion of Shed. Existing restrooms will be replaced with new restrooms and
storage space.

¢ Pier 31" Marginal Wharf. The mix of auto parking, pedestrian circulation and
passenger queueing on the Pier 31% marginal wharf will be replaced with a large,
pedestrian-only plaza to guide ferry passengers through embarkation and
debarkation and to also accommodate other visitors seeking to learn more about the
Island or just out to enjoy the waterfront plaza. The existing auto parking area and
operational area which currently comprises approximately 20% of the marginal wharf
will be relocated to inside the Pier 31 shed. The reconfigured marginal wharf will
provide for an expanded public Civic Center and a newly created Aprés Tour area for

" disembarking passengers.

¢ Gangways and berths. The existing single gangway and float which accommodates
up to two vessels will be replaced with two gangways and floats to accommodate
three berths.

+ Pier 31 North Bulkhead. The currently vacant north side of the Pier 31 Bulkhead will
be restored and improved for café operations.

¢ Pier 31 portion of Shed. Currently vacant portions of the shed will be improved with
restrooms and storage space to support café operations in the Pier 31 bulkhead. The
limited number of auto spaces will be moved from the marginal wharf inside the shed
and bike parking will be provided.

The following specific improvements are planned:

In the Bay:

1. Expanded Berthing Facilities. An existing floating dock and gangway will be
replaced with two individual docking facilities, each with an ADA-accessible gangway,
float, and guide piles, to berth a total of three ferry vessels. This will allow for more
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efficient berthing for the existing ferry service and potential expanded ferry service to
other NPS sites or interpretive ferry excursions.

The landside of the proposed project is characterized by the Project components in three
zones: Embarkation, Civic Plaza, and Disembarkation.

At the Pier 31% pier deck:

2.

Ticketing and Interpretive Exhibit Area. The queuing area for ticket purchases will
be reorganized with the stand alone ticket booth removed and new ticket windows
would be constructed at the east fagade of the Pier 33 bulkhead building. An
interpretive exhibit area, including benches, will be created at the plaza area bound
by the ticket window area, the primary queuing area for boarding, and the public
restrooms in the Pier 33 shed building.

Primary Queuing Area. A visitor information desk will be installed near the entryway
to the queuing area for ticketed passengers adjacent to the Pier 33 shed building.
The queuing area will be reorganized from its current configuration, and the existing
canopy structure will be replaced by a concrete canopy structure. Benches and glass
panels will be used in places to delineate the queuing area. The glass panels will
serve as a wind break and will include opaque or semi-transparent overlays w1th
interpretive information.

Entryway and Civic Plaza. A public plaza will be created at the center of Pier 317,
extending from the sidewalk at Herb Caen Way to the eastern edge of the pier deck,
allowing for Bay views that are now partially obstructed. Stepped seating will be
installed at opposite sides of the plaza to provide seating and help organize site

“circulation. A monument sign similar in design to those found at the Exploratorium

(Piers 15/17) and the cruise terminal (Pier 27) will be installed at the Embarcadero
entrance. Pedestrian-scale light poles will line the perimeter of the plaza. The new
plaza paving will be distinct from the remainder of the deck to define the space, along
with the seating and lighting elements.

Secondary Queuing Area and Café. A secondary queuing area will be provided
adjacent to the Pier 31 shed building at the Bay edge. This area will incorporate
seating and glass panel elements as described for the primary queuing area. The
secondary queuing area will primarily serve the ferry berth used for park interpretive
cruises and a proposed future service to Fort Baker. An enclosed seating area will be
built adjacent to the secondary queue. Both the secondary queuing area and the
seating area will be covered by a single concrete canopy structure. -

At the Pier 33 bulkhead and shed buildings:

6.
- facade, and the fagade will be restored, including the historic windows and removal of

East Facade Improvements. New ticket windoWs will be installed along the east

post-1949 additions.

Interior Renovations. The bulkhead building interior will be renovated to
accommodate exhibits, retail, and a ticket office. The second floor will be mostly
demolished except for a small area to create a double height visitor contact station
along with a mezzanine level for offices and a mechanical platform. Portions of the
shed will be renovated for public restrooms, storage, and site operations. The 3™
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floor existing office space is currently highly improved and not likely to require
significant renovations.

vAt the Pier 31 bulkhead and shed buildings:

8. Interior Renovations. A café will be constructed within a portion of the ground floor
of the bulkhead building. Portions of the shed will be renovated to include public
restrooms, public bicycle parking, disabled visitor parking (3 spaces), staff and
service parking (10 spaces), and site operations.

Leadership in Energy and Environmental Design (LEED) Compliance

The Initial Tenant Improvements by both the Conservancy and the Concessioner must
achieve a Leadership in Energy and Environmental Design (“LEED®") Gold rating,
regardless of the -applicable minimum square footage threshold under the Port Green
Building Standards Code unless the Chief Harbor Engineer grants a waiver of such
certification based on the circumstances listed in Section 101.12 of the Port Green
Building Standards Code (as may be amended from time to time) and subject to any
conditions the Chief Harbor Engineer imposes as a condition to such waiver.

Waterfront Design Advisory Committee (WDAC) Review of the Project

The WDAC reviews Port Projects to ensure that they are consistent with policies and design
criteria set forth in the Design & Access Element of the Port’s Waterfront Land Use Plan.
The WDAC with the Bay Conservation and Development Commission’s (BCDC) Design
Review Board (DRB) reviewed the proposed project on August 7, 2017 and supported the
overall layout of program of uses, site elements, and circulation. The WDAC requested
changes to site furnishings, greater information on proposed wayfinding and interpretive
signage, lighting, and bicycles parking. The Project was subsequently reviewed a second
time by the WDAC and DRB on January 22, 2018, resulting in requests for minor design
modifications and a conclusion of the review by the WDAC and DRB.

Port Improvements at Pier 31%. Marginal Wharf

As a separate project, beginning in June 2018 the Port will undertake the Pier 31% marginal
wharf work through a contract authorized by the Port Commission on March 13, 2018.3 The
Pier 317 work scope includes specific substructure repairs to the wharf and apron
structures consistent with the Chief Harbor Engineer’s Directive for Maintenance and Repair
of Port Facilities (Port Maintenance and Repair Directive). These repairs also will enhance
the current and future marine operations and safety. The Port Maintenance and Repair
Directive is covered by a prior categorical exemption issued in March 2016 by the San
Francisco Planning Department to comply with requirements of the California Environmental
Quality Act (CEQA).

Compliance with Historic Resource Standards

The project is subject to review for consistency with the Secretary of the Interior's Standards
for the Treatment of Historic Properties because it is within the Port of San Francisco
Embarcadero Historic District, and includes alterations to Pier 31 and 33 and the adjacent
Pier 31%2 marginal wharf. Piers 31, 33 and portions of the adjacent marginal wharf are
_contributing resources to the historic district and listed on the National Register of Historic

éhttps://sfport.com/sites/default/ﬁles/Documents/ltem%208B%ZOContract%202790%2OAwar
d%20Contract%20Marine%20Structural%20Projects.pdf
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Places. Port Commission adoption of the historic district in 2006 included policy requiring
that the Secretary Standards apply to all Port and Non-Port projects within the district.
Because the project is also subject to environmental review pursuant to CEQA, the project
sponsor retained the firm of Anchor QEA who prepared an evaluation of the project’s
consistency with the Secretary Standards as part of the required CEQA Mitigated Negative
Declaration analysis of the Alcatraz project impacts on historic resources.

Operational Improvements Facilitated by the Project

Visitor demand'is expected to grow in line with a general growth in tourism in San
Francisco. Park Service modeling forecasts that 7,790 visitors could visit the primary ferry
embarkation site per day, or 1.9 million visitors per year, in 2018. These numbers include
-both ticketed passengers and visitors to the site without tickets, as well as passengers
taking part in interpretative park cruises and the potential for limited ferry service to Fort
Baker in the future.

The proposed Project will substantially increase the basic visitor services program’s
functional area and provide additional and improved orientation and exhibition opportunities
by the creation of an interpretive welcome center for visitors and expansion of Civic Plaza
as compared to existing conditions. The Project is designed to provide a more logical flow
for arriving visitors, and enhance the overall visitor experience. Most of the program
elements will be in the outdoor areas on the Pier 31% marginal wharf between Piers 31 and
33, including interpretive and rest areas, ferry queuing, and boat staging. The proposed
Project also includes a newly constructed café and welcome center for visitors with sale of
interpretive products in the bulkhead buildings.

These improvements will also better accommodate people who are not visiting Alcatraz
Island by providing additional information on other recreational options in the park system.
The additional berth will provide an interpretive park cruise, charter transportation for
Alcatraz special events, and, at some point in the future, limited service to Fort Baker.

Site transportation access and arrival options will be consistent with those of existing
conditions. The small existing staff parking area will be relocated inside the Pier 31 shed
with FAS-compliant access to the marginal wharf for persons with disabilities. A FAS-
compliant drop-off for tour buses and persons with disabilities will continue to be located
along The Embarcadero, adjacent to the bulkhead buildings. Visitors on foot will still enter
this site from The Embarcadero, between the two bulkhead buildings directly onto the
marginal wharf, however, because parking will be removed from the wharf, the entry will
expand to encompass the full space between the buildings. Additional pedestrian access
will be provided through the bulkhead buildings.

STRATEGIC OBJECTIVES

The proposed Project. is expected to contribute in a substantial way to meeting the
economic vitality and stability objectives of the Port's Strategic Plan.

e Economic Vitality. The proposed Project anticipates the development of a third berth
at Pier 3174 to accommodate increased bay cruise capacity, supporting the Economic
Viability objective designed to expand active water berths.

e Stability: The proposed Project retains an important Port visitor-destination and
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increases Port revenues from the Site, supporting key Stability objectives aimed at
retaining a diversified tenant base and increasing Port operating revenue.

PROJECT CONSISTENCY WITH THE PUBLIC TRUST

The entire Site is subject to the common law public trust for commerce, navigation and
fisheries and the Burton Act statutory trust (collectively, the “Public Trust”). Use of Public
Trust lands is generally limited to maritime commerce, navigation, fisheries, water-oriented
recreation, including commercial facilities that must be located on or adjacent to water, and
environmental stewardship and recreation, such as natural resource protection, wildlife
habitat and study, and facilities for fishing, swimming, and boating. Ancillary or incidental
uses that promote Public Trust uses or accommodate public enjoyment of Public Trust lands
are also permitted, such as hotels, restaurants, and visitor-serving retail.

The Project has been planned and designed to provide multiple Public Trust benefits
delivered via use of the Site as a long-term home for Alcatraz ferry and other maritime
excursions, with various visitor-serving amenities including public access space and uses,
- an interpretive retail center and a restaurant/café serving Alcatraz ferry passengers as well
as the general public.

FEDERAL CONTRACTING AND WAGES

NPS has provided the following summary of the wage determination issue that was
discussed at the January 9, 2018 Port Commission hearing. Port staff has consulted with
NPS and other interested parties and reviewed relevant DOL publications and confirms
agreement with the summary set forth below:

At the informational hearing, Port Commissioners requested more information from NPS
about the process to determine minimum wages applicable to the Alcatraz ferry service
concession contract. The Commission also received written correspondence from
International Organization of Masters, Mates, and Pilots and the Inlandboatmen’s Union
inquiring about previous wage determinations for Alcatraz Ferry Service.

The McNamara-O'Hara Service Contract Act of 1965 (“SCA”") requires that service contracts
over $2,500 issued by Federal contracting agencies, such as NPS, contain mandatory
provisions regarding minimum wages and fringe benefits, safe and sanitary working
conditions, notification to employees of the minimum allowable compensation, and
equivalent employee classifications and wage rates. The minimum wage and fringe benefits
required are based on either (1) wage determinations specifying the minimum wages and
fringe benefits for service employees or (2) if there was an immediately preceding contract
whose contractor had a collective bargaining agreement, then within the first two years of
the successor contract the wages and fringe benefits in the predecessor contractor’s
collective bargaining agreement.

Under the SCA, only the DOL has the authority to issue the required wage determinations.
Federal contracting agencies, such as NPS, must apply to DOL using established
procedures for the wage determination to be included in any solicitation for a qualifying
service contract, must update that wage determination during the solicitation process to
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reflect any DOL-issued revisions and then every two years during the contract term for
certain multi-year contracts (including the Alcatraz concession contract). By requiring that a
stand-alone Federal agency, the DOL, acting independently of the Federal contracting
agency issue applicable wage determinations, the SCA provides for objectivity and national
consistency in the issuance of minimum wages and fringe benefits for service employees.

DOL periodically reviews wage determinations and, if prevailing wage rates or fringe
benefits have changed, will issue revised wage determinations. In addition, any interested
party affected by a wage determination may request review and reconsideration. A request
for review and reconsideration may be made by a fairly wide range of interested parties,
including not only the contracting agency but also for example prospective contractors and
representatives of employees. '

Although wage determinations issued by DOL contain wages and fringe benefits for various
classes of service employees in a locality, it is possible that the contractor to whom an SCA
confract ultimately is awarded may employ a class of service employee which is not listed in
the wage determination issued by DOL. If that occurs, the standard labor clauses the SCA

" requires be included in service contracts provide for a “conforming procedure” for comparing
the appropriate level of skill comparison between unlisted classifications and the
classifications listed in the wage determination. The DOL standard labor clauses require
this conformance procedure to be initiated by the contractor prior to the unlisted employees
performing contract work. The contractor also is required to promptly provide a written
report on conformance to the Federal contracting agency that in turn reports the conforming
action to DOL, which will approve, modify or disapprove the conformance. The future
Alcatraz concession contract contains these SCA standard labor clauses, as does the
current contract.

Using DOL'’s process for requesting SCA wage determinations, NPS obtained from DOL a
wage determination in 2016 that is included in the current Alcatraz ferry contract. The 2016
wage determination is for standard occupational classifications that pertain to SCA contracts
in general (e.g. Administrative Assistant, $35.05/hour and Customer Service
Representative, $18.22/hour) as well as a supplemental wage determination for key
maritime occupations (Captain, Deckhand, Engineer and General Vessel Assistant) that are
not standard occupations and thus are not included in the standard-issue wage
determination. The standard-issue wage determination provides minimum hourly wages for
the San Francisco-San Mateo region for hundreds of occupational classifications and
covers all of the standard occupations DOL customarily issues for federal contracts. Union
partners believe that the vast majority of the occupational classifications are not relevant to
the Alcatraz contract. The 2016 wage determination for non-standard occupations
references special project vessels, tugboats and other coastal vessel harbor tug operations
and is Nationwide Applicable on the East, Gulf, West Coasts and Hawaii.

Between the January 9 and February 27, 2018 Port Commission hearings Port staff had
discussions with representatives of labor organizations, including the Masters, Mates and
Pilots and the Inlandboatmen’s Union of the Pacific, and as part of those discussions shared
a draft of the summary text provided by NPS above. In those discussions and in
subsequent written correspondence the representatives asserted that NPS had a
requirement to request a wage determination at least every two years but did not do so
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between 2008 and 2016. The representatives also noted that the vast majority of the
occupations in the existing wage determination are not relevant to the ferry concession.
These factors combined with the fact that wages in the Bay Area are significantly higher
than in other parts of the country prompted these representatives to advocate strongly for
the completion of the supplemental wage determination for the San Francisco passenger
ferry service before the conclusion of the solicitation period.

Following the February 27, 2018 Port Commission meeting, NPS is-in-the-processof
obtained a supplemental wage determination for the most commonly used labor
classifications for a San Francisco passenger ferry operation (e.g. Master/Captain, Senior
Deckhand/Mate, Deckhand and Able Bod|ed Seaman) and w+H amended the prospectus on
May 21, 2018 wi
solicitationperiod (see Prospectus Amendment Flles EXthlt B Operatmq Plan Attachment)
The contractor to whom the next Alcatraz concession contract ultimately is awarded may
employ a class of service employee which is not listed in the wage determination issued by
DOL. If so, that will be addressed post-award of the Alcatraz concession contract using the
DOL's conformance process. :

KEY TERMS OF TRANSACTION DOCUMENTS

Three transaction documents ("Transaction Documents") will govern the development and
operations of Project. In addition to the terms described in the approved Term Sheet, the
Transaction Documents include the key terms described below.

General Agreement:

The General Agreement (GA) which is a partnership agreement between the Port and NPS
that designates the Site as the long term sole visitor contact station and ferry embarkation
for public access to Alcatraz Island. The GA outlines the independent and Jomt obligations
of the Port and NPS.

NPS Obligations:

¢ NPS will conduct a solicitation for and award a Ferry Concession Contract with an
Initial Ferry Concessioner.

e The initial and each subsequent solicitation for a Ferry Concession Contract must
include as part of the information furnished in the Prospectus, a form Ferry
Concessioner Lease prepared and approved by Port that the Ferry Concessioner will
be required to sign.

o The Initial Ferry Concession Prospectus must include a description of the required
Embarkation Site Improvements and a requirement that the improvements shall be
completed no later than the date that is five (5) years after the effective date of the
Initial Ferry Concession Contract.

e Each Ferry Concession Contract will have a requirement that the Ferry Concessioner
operate Interpretive Park Cruises, which may include ferry transportation from the
Site to Fort Baker when associated infrastructure improvements at Fort Baker are
completed.
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Subsequent to the Initial Ferry Concession Contract, NPS will solicit and contract with
successive Ferry Concessioners during the Term in a timely manner.

Port and NPS agree that, in order to enhance the Visitor Experience, NPS selected
the Conservancy to provide the interpretive retail and food and beverage services
and other public amenities at the Site and that the Board of Supervisors exempted
the Conservancy Lease from the City's competitive bidding process.

NPS will complete the legally required competitive bid process for selection of a ferry
concessioner periodically during the term of the GA and execute a contract,
concurrent with the Port’s execution of a lease, with the winning bidder.

NPS is solely responsible for selection of and contracting with operators for the Ferry
Concession Contract and Port has no role in the selection, solicitation, and/or award
of a contract to a Ferry Concessioner.

As a federal agency, NPS is unable to indemnify or release the Port absent a specific
act of Congress. Port will obtain an indemnity from and be named as an additional
insured on the insurance policies of the Ferry Concessioner and the Conservancy
and other users of the Site consistent with the Port's standard lease terms. The Port
does not indemnify or release NPS and so the parties retain the ability to file claims
against the other subject to the terms of the agreement. Each party will provide
written notice to the other as soon as it has information that could result in a claim
against either party.

Port Obligations:

Subject to availability of adequate funding (which Port shall use its diligent efforts to
secure) as approved and appropriated by the Port Commission and Board of
Supervisors, Port will use its diligent efforts to perform improvements to the
substructure of the Pier 312 marginal wharf on a schedule mutually agreeable to the
Parties. -

Port is responsible for the maintenance and repair of the Pier 31 marginal wharf
substructure, Piers 31 and 33 bulkhead substructure and seawall, and the exteriors
of Piers 31 and 33 sheds.

The aprons and areas of the Pier 31/33 Water Basin outside the leased premises
must remain open for safe, unimpeded access to and from The Embarcadero and the
leased areas, including for vessel navigation

Port agrees to enter into a Lease for portions of the Site with the Ferry Concessioner
substantially in the form of the lease with no changes other than (A) changes agreed
to by the Parties in the sole discretion of each; and (B) to add new Laws and City
Requirements effective subsequent to the Effective Date of the GA but prior to the
commencement date of the Lease. ‘

Port agrees to enter into a Lease for portions of the Site with Conservancy
substantially in the form lease with no changes other than (A) changes agreed to by
Port and Conservancy in the sole discretion of each; and (B) to add new Laws and
City Requirements effective subsequent to the Effective Date of this Agreement but
prior to the commencement date of the Lease.

If space within the Site is not available, Port will use diligent efforts to identify

adjacent and/or nearby space for the Ferry Concessioner’s use for laydown/staging,

subject to the Ferry Concessioner entering into a Port license or other agreement
-19- '



subject to Port’s standard terms and conditions for such agreements and payment of
rent as specified in the then-current published Port Commission-approved rental rate
schedule; provided that, Port agrees to waive the requirement to pay rent for up to
3,000 square feet of space for up to two (2) years during construction of the
Embarkation Site Improvements.

Port will deliver premises to the Ferry Concessioner generally as follows: all parcels
except the Pier 33 South Bulkhead building upon full Lease execution and, subject to
the conditions such as Force Majeure, the Pier 33 South Bulkhead building in 2019.
Once the Ferry Concessioner completes the required Embarkation Site
Improvements on the Pier 33 South Bulkhead building, the Ferry Concessioner
Lease will terminate as to certain portions of the Pier 33 South Bulkhead building and
that space will be added to the Conservancy Lease.

Port will deliver premises to the Conservancy generally as follows: Pier 31 bulkhead
upon full Lease execution and portions of the Pier 33 South Bulkhead building after
the Ferry Concessioner completes the required Embarkation Site Improvements on
the Pier 33 South Bulkhead building.

Joint Obligations:

The GA is for a thirty year term with two extension options for ten (10) years each
exercisable by NPS.

Prior to the extension option being exercised the extension period rent will be
adjusted per the GA based upon a fair market value appraisal process.

For each successive solicitation, the Port’s form lease will be included in NPS'’s
solicitation package and the Ferry Concessioner will be required to sign the lease
without material modification.

The Parties agree to cooperate each at its own cost, to do or cause to be done, all
things reasonably necessary or advisable to carry out the purposes of this
Agreement, including the execution and delivery of any additional documents.

The GA provides both parties with various rights to terminate the Agreement during
the Initial or any Extension Term with advance written notice. Such termination rights
for one or both parties are provided under the following limited circumstances that
may impact the Site and/or Alcatraz Island: climate change/sea level rise or other
catastrophic events (either party); conditions that render the Site unusable as an
Embarkation Site (either party); closure of or suspension of visits to Alcatraz island
for one (1) year or more for reasons within the control of NPS or its Agents (Port in its
sole discretion); if the Park Service terminates the Ferry Concession Contract (NPS
only); an event of Force Majeure extends beyond four (4) years (either party).

The GA provides the parties with a clear path to Dispute Resolution, including but not
limited to non-binding mediation, in order to avoid more severe remedies such as
termination.

Ferry Concession Form Lease:

A form of lease with an initial ferry concessioner to be selected by NPS for the construction
of required initial site improvements and ferry services consistent with the GA including from
the Embarkation Site to Alcatraz Island for a term coterminous with the initial ferry
concession contract between Park Service and Concessioner. The initial lease will be for a -
term of 15 years, consistent with the recently issued Prospectus.
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The lease will be between the Port and the future NPS selected Ferry Concessioner.

The lease will become effective and expire on the same dates as the NPS Ferry
Concession Contract, including extensions (a maximum term of twenty (20) years
under current federal law).

The Ferry Concessioner will provide excursions to Alcatraz Island; Park Cruises
which start and finish at Pier 31 %%, do not make any landings, and contain
substantive interpretive materials regarding the NPS and its parks; limited ferry
service (dependent on required improvements to landing facilities) to Fort Baker
and/or other GGNRA parks; and ancillary, occasional Special Events.

The lease shall become effective on the date of award of the Ferry Concession
Contract which will occur only after completion of any Congressional notifications, the
expiration of any waiting periods required and execution of the Ferry Concession
Contract by NPS.

Port will deliver possession of the overall Site in two phases. Phase | Delivery -
Estimated as the “effective date” of the Ferry Concession Contract as defined by the
Ferry Concession Contract. The initial phase of the Premises consists of shed and
office space; submerged land; and space on the Marginal Wharf comprised of the
following and as depicted in Exhibit B: Parcel A Submerged land: approximately
60,000 sq. ft.; Parcel B Pier 31% Marginal Wharf and plaza: approximately 43,890
sq. ft. of pier-supported outdoor space; and Parcel C Pier 31 Shed: approximately
5,300 sq. ft. of non-contiguous shed space; and Parcel D Pier 33 Shed:
approximately 4,062 sq. ft. of shed space; and Parcel D-1 Pier 33 Shed:
approximately 1,240 sq. ft. of shed space. Parcels A-D will remain in the Premises for
the Term of the Lease.

Phase |l Delivery - Estimated Commencement Date: August 1, 2019: Phase Il will
consist of a total of approximately 13,775 square feet of retail and office space in the
Pier 33 South Bulkhead Building as described below. Parcel E Pier 33 South
Bulkhead Building: 1st Floor: approximately 4,612 sq. ft. of on the first floor; and
Parcel F Pier 33 South Bulkhead Building 2nd Floor: approximately 4,555 sq. ft. on
the second floor; and Parcel G Pier 33 South Bulkhead Building 3rd Floor:
approximately 4,612 sq. ft. on the third floor. As of the Phase Il Commencement
Date, Exhibit B-1 showing the Phase Il Premises will be added to this Lease as part
of the Premises without further action by the parties.

Embarkation Site Improvements will include demolition/construction of significant
portions of the Phase Il Premises and construction of an approximately 992 square
foot mezzanine to replace the second floor. Upon Completion of the Embarkation
Site Improvements to the Pier 33 South Bulkhead Building as described below and
written notice by Port (“Pier 33 South Bulkhead Building Completion Date”), Tenant
shall surrender Parcel D-1, and approximately 3,280 sq. ft. on the first floor and the
entire second floor mezzanine of the Pier 33 South Bulkhead Building. Tenant shall
surrender and deliver the relevant property to Port strictly in compliance with the
conditions and specifications in the Work Letter, including without limitation, the
Scope of Development, (including the Schematic Design and Drawings,).
Acceptance of such surrender and conditions shall be in Port’s sole discretion. As of
the Pier 33 South Bulkhead Building Completion Date, this Lease will terminate as to
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such portions of the Premises and Exhibit B-2 will replace and supersede Exhibit B-
1in its entirety without further action by the parties.

The remainder of the Pier 33 South Bulkhead Building will remain under this Lease,
consisting of: Parcel E-1 Pier 33 South Bulkhead Building: 1st Floor: approximately
1,382 sq. ft. of space on the first floor; and Parcel G Pier 33 South Bulkhead Building
3rd Floor: approximately 4,612 sq. ft. of office space.

The final premises shall consist of approximately 119,250 sq. ft. as depicted in
Exhibit B-2.

The initial Phase | monthly Base Rent will be approximately $43,600. Base Rent for
the final premises shall be approximately $64,345. All square footages and related
Base Rent will be subject to re-measurement upon completion of each phase. Base
Rent for office space will increase by 3% annually and Base Rent for all other space
will increase by 2.5% annually. '

In addition to the monthly Base Rent specified above, Tenant shall pay monthly
Percentage Rent of:

(i) 7.50% of Gross Ticket Revenue minus the NPS Concession Franchise
Fee; PLUS

(i) 8.00% of Gross Ancnlary Revenue minus the NPS Concession Franchise
Fee; PLUS

(iii) 7.25% of Gross Food and Beverage Revenue minus the NPS
Concession Franchise Fee.

The NPS franchise fee deducted from the above revenue types will be no more than
25.5% of Gross Ticket, Ancillary, and Food and Beverage Revenue, regardless of the
actual amount of the franchise fee paid to NPS. Note that the Prospectus requires
respondents to provide not less than a 35% franchise fee in bids. Therefore, the
constraint on the franchise fee deduction negotiated in the Form of Lease and GA of
no more than 25.5% limits deductions in calculating the Port’s rent.

As previously described in detail, Tenant must complete the following: waterside
improvements, including new ferry barges, docks and associated infrastructure;
Pier 31%. Marginal Wharf deck surface and visitor amenities; Pier 33 Shed visitor
restrooms; Pier 31 bulkhead restrooms; interior improvements in the Pier 31

and Pier 33 Sheds; Pier 33 South Bulkhead Building ticketing area improvements;
and demolition of a portion of the 2nd floor of the Pier 33 South Bulkhead Building
and construction of a mezzanine area no later than the 5th anniversary date.

NPS estimate the costs of Embarkation Site Project Improvements to be
approximately $30 million for the ferry concessioner. Tenant shall be entitled to a
rent credit in a maximum amount of $2,520,000 for the Embarkation Site
Improvements. Once the improvements are completed, certain portions of the
property will be turned over to the Conservancy.

Upon Completion of the Initial Tenant Improvements, Tenant shall be eligible for the

rent credit amounts shown above amortized on a straight line basis over a 48-month

period starting upon Completion of each phase yielding equal monthly amounts to be
taken at a rate of seventy percent (70%) of the total monthly Rent due.

Tenant shall have a one-time right of first refusal to use additional aprons in the -
Water Basin for lay berthing at standard rates set by the Port Commission for a
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period of up to the term of the lease. Otherwise, the aprons and water basin must
remain open for safe, unimpeded vessel navigation and routine Port maritime uses
as depicted in Exhibit B-3.

Port will maintain and repair: the substructure of the Pier 31 Marginal Wharf, the
substructure of the Pier 31 and Pier 33 bulkhead buildings; the Seawall, and the
exterior of Sheds 31 and 33 (including roof, but excluding exterior roll up doors, doors
and windows). Tenant shall be responsible for all other maintenance and repair
obligations. Under certain circumstances, Tenant may perform Port’s obligations in
exchange for rent credits. '

The Port reserves the rights to enter and use the Premises as needed for the
purpose of inspecting, repairing, and rebuilding the Seawall and/or to terminate the
Lease as needed due to the Seawall repair project. -

Tenant required to implement flood protection measures as determined to be
necessary by the Chief Harbor Engineer (CHE) to protect the Site and public health
and safety from a significant risk of flooding or other damage resulting from climate
change or sea level rise.

In the event that the Port/NPS Agreement is terminated under the Port/NPS
Agreement due to issues with Alcatraz Island, and (a) no Event of Default, and (b)
Tenant has Completed the Embarkation Site Improvements; then, Port may elect in
its sole discretion to either: (i) terminate this Lease and pay Tenant a portion of the
Improvements Costs for the Embarkation Site Improvements under the terms and
conditions specified in Lease based on the expected term of the Ferry Concession
Contract and this Lease; or (i) offer Tenant an extension option to continue this
Lease until the earliest of the following events: (A) the original expiration date of the
Ferry Concession Contract; (B) NPS chooses another party as a Ferry Concessioner;
or (C) the date the Embarkation Site Improvements are amortized.

All city requirements are contained in the Lease and none of the requirements
“conflict with federal law” including non-discrimination, local hire, prevailing wages,
HCAO.

Except as otherwise provided, the lease is on the Port’s standard form lease for
visitor-serving retail operations, including as-is provisions, compliance with laws
(including historic preservation requirements), subleasing; Port’s right to terminate,
damage and destruction and eminent domain, defaults and remedies (subject to
coordination with NPS under the General Agreement), indemnity and exculpation,
Hazardous Materials, insurance, management covenants, and financial guarantees,
including contractor’s bonds.

Golden Gate National Parks Conservancy Lease:

A lease with the Golden Gate National Parks Conservancy for initial and ongoing site
improvements and to operate visitor amenities including a visitor contact station and
café consistent with the GA for a 30-year term with two 10-year options.

Port will deliver possession of the Premises in two phases. The initial phase of the
Premises consists of approximately 3,760 sq. ft. of retail and storage space as
depicted in Exhibit B. Phase | Premises has an estimated commencement date of
October 1, 2018. The Initial Ferry Concessioner will perform improvements to the
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Phase Il Premises prior to Port’s delivery to Tenant. Upon the [nitial Ferry
Concessioner's Completion of the required improvements as defined and described
in the Initial Ferry Concessioner’s Lease, Port shall deliver the following additional
Phase Il parcels to Tenant, as depicted in Exhibit B-1

The lease term is 30 years with two 10-year extension options (options available only
if GA is extended and concurrent with the GA). With its extension option notice, the
Conservancy must submit to Port a capital investment and improvement plan
outlining its proposal for refurbishment of the restaurant and interpretive retail space
during the Extension Term. At a minimum, the Plan shall include the scope of work
for tenant improvements, a binding performance schedule, the estimated cost of such
improvements, a financial projection pro-forma and evidence of adequate financing to
implement the Plan based on the Port’s Retail Leasing Policy. The Plan will be
subject to Port’s approval in its reasonable discretion.

Base Rent: The initial Phase | monthly Base Rent will be approximately $15,300.
Base Rent for the final premises shall be approximately $38,146. All square footages
and related Base Rent will be subject to re-measurement upon completion of each
phase. Base Rent will increase by 2.5% annually.

Percentage Rent: In addition to the monthly Base Rent specified above, beginning
on each of the Phase | Rent Commencement Date and Phase [l Rent
Commencement Date, Tenant shall pay monthly Percentage Rent in an amount
equal to the difference between (i) the percentage rent for such calendar month and
(i) the Base Rent for such calendar month in any month in which the percentage rent
exceeds the Base Rent. “Percentage Rent” shall be equal to 7.50% of the total
monthly Gross Revenue.

The Conservancy anticipates entering into a series of subleases over the term of the
lease for the restaurant operations, potentially generating Excess Rent as defined in
the lease. Tenant shall pay all such Excess Rent, less subleasing expenses, as
Additional Rent. Allowable subleasing expenses include leasing commissions;
certain tenant improvements, and a Conservancy management fee, all subject to a
cap. Conservancy shall be entitled to retain from the payment of Excess Rent an
amount of up to one percent (1%) of its Gross Revenues from a Sublease for the sole
purpose of re-investing in future tenant improvements (including hard and soft costs)
other than the Initial Tenant Improvements, improvements in the Capital Investment
and Improvement Plan or any other maintenance and repair obllgatlons or
improvements required under the Lease.

Improvements including the build-out of the Pier 31 bulkhead cafe; and in a later
phase the Pier 33 visitor contact station/interpretive retail center. Port and NPS
estimates the costs of initial Tenant Improvements to be approximately $3.7 million.
Tenant shall be entitled to a rent credit of $554,000 for the Initial Tenant
Improvements. Tenant must complete the Initial Tenant Improvements no later than
the first anniversary of each of the two phases.

Upon completion of the Initial Tenant Improvements, and subject to the conditions of
the Lease, Tenant shall be eligible for the rent credit amounts shown above
amortized on a straight line basis over a 48-month period starting upon Completion of
each phase yielding equal monthly amounts to be taken at a rate of seventy percent
(70%) of the total monthly Rent due.
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¢ Port will maintain and repair: the substructure of the Pier 31 Marginal Wharf; the
substructure of the Pier 31 and Pier 33 bulkhead buildings; the Seawall; and the
exterior of Sheds 31 and 33 (including roof, but excluding exterior roll up doors, doors
and windows). Tenant shall be responsible for all other maintenance and repair
obligations.

o The Port reserves the rights to enter and use the Premises as needed for the
purpose of inspecting, repairing, and rebuilding the Seawall and/or to terminate the
Lease as needed due to the Seawall repair project.

« Tenant required to implement flood protection measures as determined to be
necessary by the Chief Harbor Engineer (CHE) to protect the Site and public health
and safety from a significant risk of flooding or other damage resulting from climate
change or sea level rise.

s All city requirements are contained in the Lease and none of the requirements
“conflict with federal law” including non-discrimination, local hire, prevailing wages,
HCAO. -

¢ Except as otherwise provided, the lease is on the Port’s standard form lease for
visitor-serving retail operations, including as-is provisions, compliance with laws
(including historic preservation requirements), subleasing; Port’s right to terminate,
damage and destruction and eminent domain, defaults and remedies (subject to
coordination with NPS under the General Agreement), indemnity and exculpation,
Hazardous Materials, insurance, management covenants, and financial guarantees,
including contractor’'s bonds and all current City requirements.

CLIMATE ACTION

Due to the long term nature of the agreements, the Port and NPS have agreed that the GA
may be terminated due to climate change/sea level rise or other catastrophic events at the
Site or Alcatraz that pose a risk to public health and safety.

In addition both the Ferry Concessioner and the Conservancy may be required to implement
flood protection measures determined to be necessary by the Chief Harbor Engineer (CHE)
to protect the Site and public health and safety from a significant risk of flooding or other
damage resulting from climate change or sea level rise. Such measures may include: (1)
temporary public access closures, sandbagging or similar temporary measures to minimize
the risks associated with wave overtopping of the pier apron; (2) waterproofing or relocation
of utility infrastructure from underneath the pier to minimize the risk of water or wastewater
discharges to San Francisco Bay; and/or (3) short perimeter flood walls, but would not
include raising first floor elevations or regional improvements such as breakwater or levee
improvements. If the CHE determines conditions continue to pose a threat to public health
. and safety, Port may terminate a lease.

_l'::NVIRONM_E_NTAL AND REGULATORY REVIEW

A final Environmental Impact Statement (EIS) was released in January 2017 as required by
the National Environmental Protection Act (NEPA). Golden Gate National Recreation Area
completed the Record of Decision (ROD) for the Alcatraz Ferry Embarkation

Plan/Environmental Impact Statement on January 11, 2018. As the project is also subject to

25



the California Environmental Quality Act (CEQA), the San Francisco Planning Department
published a Preliminary Mitigated Negative Declaration (PMND) for the Project on
December 6, 2017. The required 30-day public review period ended on January 5, 2018,
with an appeal filed by the City of Sausalito on December 27, 2017 as noted above. After
considering the appeal, the PMND was upheld by the Planning Commission on February
22, 2018 and the Final Mitigated Negative Declaration was SIgned by the Environmental
Rewew Officer on February 23, 2018.

A number of regulatory- approvals are also required including permits from the Bay
Conservation and Development Commission (BCDC), the U.S. Army Corps of Engineers
(USACE), and the Regional Water  Quality Control Board (RWQCB). Port staff will
coordinate with NPS and the Conservancy on preparing the permit applications and seeking
approvals over the course of the next 12-18 months. As described above, the project was
reviewed by the WDAC and BCDC’s DRB on August 7, 2017, and again on January 22,
2018, as part of the BCDC permit application process. These regulatory approval processes
are ongoing and will involve a collaborative effort by Port, NPS, and Conservancy staff.

ANALYSIS OF THE TRANSACTION

Since endorsement of the Term Sheet, Port and NPS staff have negotiated proposed
transaction documents implementing the Term Sheet and collaborated with City Planning
and BCDC on Project design and environmental review. Port staff has also coordinated with
Port Engineering to deliver the Pier 31% substructure repair and with Port Maritime to
maximize continued availability of berths within the Piers 31-33 water basin.

The key benefits of the proposed transaction are described below.

1) Long-term retention of:
a) One of the highest revenue operations on Port property.
b) A high-profile and important maritime operation on Port property.
¢) One of the highest volume operations on Port property, which attracts more than
one million visitors to the waterfront, providing positive economic benefits to
complementary businesses.

2) Significant private investment in Port property of approximately $30 million. |

3) Activation of a currently vacant Bulkhead and creation of a unified site.
4) Opportunity for revenue upside through the expansion of services to include a new Park
Cruise excursion.

The Port contracted with Seifel Consulting, a respected economics firm, and with R. Blum
and Associates, a MAl-certified appraiser. With assistance from these consultants staff
prepared the following revenue projections and analysis in bringing the Term Sheet to the
Port Commission. The below analysis has not changed since Term Sheet endorsement in
2016.

1. The rent structure is on par or higher than comparable recent leases. Retail,
food and beverage, base rents, and office rents reflect rates of recent leases in and
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around the waterfront. Percentage rent on ferry services — the largest by far of the
rental revenue from the Project — will continue at the recently-increased level of 7.5%
of adjusted gross receipts. This level is 0.5% below the rate achieved by New York
City Parks for Statue of Liberty ferry service (8.0% on unadjusted gross revenues)
but is consistent with San Francisco Bay Area ferry service percentage rent and
above ferry excursion percentage rents found in Southern California.

2. The Project and deal structure facilitates revenue growth for the Port. A Port
~ negotiating principle was to ensure that each component of the Project — ferry, retail,
food and beverage — met fair market value. Another principle was to ensure that the
overall Project exceeded plausible alternatives. Figure 3 illustrates these
alternatives alongside the Project, with a 15-year projection of cash flow to the Port.

Figure 3 includes:

a. Non-Alcatraz anchored site. This alternative assumes the Alcatraz ferry
moves off of Port property and the Site is occupied by a bay cruise ferry and
ancillary retail and restaurant uses. It produces the lowest estimated Site
revenue. '

b. Current site. This projection is based on current site operations.

c. Project. The two lines at the top of the chart reflect estimated Project
revenues. Year 0 reflects current site revenues and Year 1 reflects the first
year of stabilized operations.* The top line reflects gross Port rent. The
second line from the top reflects gross rent, less anticipated rent credits in
years 1 to 4.

The revenue projection for the Project, after deducting rent credits, dips slightly
below the Current site alternative for years 1 and 2 (because of the rent credits)
and then increases to appreciably above the Current site lease revenues in years
5 and beyond. The Project provides higher Port revenues and significant
investment in the Site ($30 million from tenants and $5.7 million from the Port).

* This reflects a simplification of the likely reality, which is anticipated to include more than a year of construction on
different parts of the site. However, ferry service to Alcatraz is anticipated to continue uninterrupted during construction
so years 1 and 2 revenues from the Project are projected to include a stable source of rental revenue.
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Figure 3. Project vs. lllustrative Alternatives — Projected Revenue to Port
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Figure 4 provides this similar comparison in net present terms (calculated for 30 years with
a 6 percent discount rate). The net present value (NPV) of: Project revenues to the Port total
$53 million (after rent credit deductions); Current site revenues are estimated at $43 million

- in NPV; and Non-Alcatraz NPV of revenues total $26 million.

Figure 4. Project vs. lllustrative Alternatives — Net Present Value of Revenue to Port
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It is also important to note two compromises the Port has made in pursing the proposed
transaction:
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1) The Port will not select a ferry tenant for the Pier 31%. Rather, under the GA, NPS would
conduct its mandated competitive process to select the Alcatraz ferry concessioner and
the selected operator from that process would be the recipient of both the Alcatraz
Concession Contract and the Port’s lease. NPS is the controller entity for Alcatraz Island
and the only way for the Port to retain the Alcatraz Embarkation Site on Port property
over the long-term is to rely upon NPS’s competitive process to select the Tenant.

2) The proposed lease for the retail and café portions of the Site operated by the
Conservancy is for a term concurrent with the GA, for 30 years plus 2 10-year options if
the GA is extended for that period. The Port generally prefers more frequent turnover of
these types of leases. The Conservancy’s unique role as NPS’s nonprofit partner and as
the primary entity which interprets the Alcatraz Island experience for the public set it apart
from the Port’s typical approach to visitor-serving food and beverage and retail.

Staff recognize these compromises and judge them to be fair ones, in light of the benefits
described above (among them, investment in Site and retention of high-revenue and high-
visibility use for 30-plus years) that will accrue to the Port and to the visitors to the
Waterfront who will enjoy a significantly improved plaza, retail and café amenities, and ferry
embarkation site.

TIMELINE / NEXT STEPS

Upon approval by the Port Commission, staff will submit the GA and Conservancy Lease
for Board of Supervisors (BOS) approval. Under Charter Section 9.118(c), as maritime

" leases, neither the initial Ferry Concession form lease nor subsequent ferry concessioner
leases will require BOS approval. Subsequent Ferry Concession leases will conform to the
requirements of the GA and will include the then-current standard terms and conditions in
the Port’s form lease for similar operations. These leases will also include all then-
applicable City Requirements (unless they conflict with federal law or are waived). -
Subsequent Ferry Concession leases will not require Port Commission approval, provided
there are no material changes to the above-described terms.

The form of lease for the Concessioner is attached to NPS'’s concession contract
prospectus for Alcatraz ferry service which was released on January 18, 2018. The
solicitation, award and transition process is expected to take over a year with an effective
date of mid- to late-2019 for the new concession contract. The Ferry Concession lease will
become effective at the same. The Conservancy lease will be fully executed and effective
after BOS approval and the Conservancy is expected fo take possession on October 2018.

The key project milestones are summarized below; dates shown are estimates only and
subject to change.

e NPS released Prospectus for new ferry concession contract: 1/18/2018 .

» Final Mitigated Negative Declaration (FMND) lssued by San Francisco Planning
Department: 2/23/2018

e National Parks Conservancy signs Port lease: 2/26/2048 6/18/2018

e Port Commission Approval of Transaction Documents: §/22/2018 6/25/2018
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Introduction to Full Board: MayiJune-July 2018

Board Committee: June-July 2018

Board Approval: July 2018 -

Mayor Signs Resolution: July 2018

Prospectus solicitation period ends: 6/28/2018
Conservancy takes possession for Phase |: 10/1/2018
Conservancy completes Phase | construction: 10/1/2019
Bid evaluation process, award, Congressional notification, and contract transition:
7/1/2018 — 4/30/2019 '

Concession Contract and Lease Effective Dates: 5/1/2019
Concession Construction Period: 10/1/2019 — 12/1/2023
Conservancy Phase Il construction: 4/1/2020 — 12/1/2023
Site becomes completely built out: 2024

CONCLUSION AND STAFF RECOMMENDATION

Following Port Commission and Board of Supervisors’ endorsement of a Term Sheet in
July, 2016, Port staff concluded negotiations with the National Park Service on a set of
Transactlon Documents that will facilitate a major maritime project, namely the creation of a
permanent Alcatraz Embarkation Site located at Piers 31; 31% and 33. This Project entails
significant capital upgrades to Port maritime and commermal facilities at the Site, and will
enable the Port and the National Park Service to deliver an enhanced visitor experience to
Alcatraz Island visitors, along with enhanced public access for all visitors to the Embarkation
Site, for many years to come.

Port staff recommends approval of the Alcatraz Embarkation Site project as described in
this staff report and further recommends the Port Commission take the following actions
through adoption of the attached Resolution:

e Adopt FMND and the Mitigation Monitoring and Reporting Program for the Alcatraz
Ferry Embarkation Project attached to the Resolution;

e Approve the General Agreement (GA) between the Port and NPS;

o Approve the form of lease with the initial ferry concessioner (Concessioner) that NPS
selects to provide initial site improvements and ferry services; and

o Approve the lease with the Conservancy for improvements and to operate visitor
amenities including a visitor contact station and café.

If approved the NPS and Conservancy transaction documents will be forwarded to the
Board of Supervisors for final approval. The form of lease with initial ferry concessioner will
be finally approved.

Prepared by: Jay Edwards, Senior Property Manager
Real Estate & Development

James Hurley, Project Manager
Real Estate & Development
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Rebecca Benassini
Asst. Deputy Director
Real Estate & Development

- For: Michael Martin
Deputy Director
Real Estate & Development

Byron Rhett
Port Chief Operating Officer
ATTACHMENTS :

Exhibit A: Site Aerial Map
Exhibit B: Parcel Maps .
* Exhibit C: Amendment to Prospectus: amended Wage Determination
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PORT COMMISSION
CITY AND COUNTY OF SAN FRANCISCO

RESOLUTION NO. 18-39

WHEREAS, Charter Section B3.581 empowers the Port Commission with the authority

and duty to use, conduct, operate, maintain, manage, regulate and control
the lands within Port jurisdiction; and

WHEREAS, The Golden Gate National Recreation Area (‘GGNRA") established as a

unit of the National Park Service (“NPS”) in 1972, encompasses more
than 80,000 acres of coastal lands in Marin, San Mateo and San
Francisco counties. One of GGNRA’s most prominent sites is Alcatraz
Island which is historically significant as part of early coastal fortification
systems and later as a federal prison; and

WHEREAS, Since 1972, the Port of San Francisco has served as the embarkation

point for tourists and local residents visiting Alcatraz Island; and

WHEREAS, NPS is empowered by the federal government to issue a bid prospectus

and to select a ferry concessioner through a competitive process; and

WHEREAS, The Port has periodically negotiated leases with ferry concessioners for

embarkation locations to Alcatraz Island, with the embarkation point
moving from Pier 41 to Pier 31% as different ferry companies with
leaseholds along Port property have been selected through the NPS ferry-
bid process; and

WHEREAS, The Port and NPS share a common goal of enhancing the Alcatraz visitor

WHEREAS,

WHEREAS,

experience through significant investments in landside and waterside
capital improvements — to improve the ease of movement of the more than
1.5 million visitors each year — and in interpretative installations and site
amenities including food, retail, and restrooms; and

Alcatraz Island, access to which is controlled by NPS, is a one-of-a-kind
visitor destination, attracting thousands of people each day to the
waterfront and providing revenues roughly double the amount the Port
would expect for a similar use not associated with Alcatraz Island; and

In 2008, the Port's Executive Director and the GGNRA Superintendent
began discussions about NPS selecting a permanent embarkation point at
the Port and entering a direct agreement with the Port that governs the -
terms by which the embarkation point would be leased to NPS’s
concessionaires; and
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WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,
WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

By entering such a direct agreement for the use of a set embarkation
point, NPS, the Port and the public could be spared the disruption of
moving the service each time a new concessioner is selected; and

Port staff, based on site criteria developed in conjunction with NPS staff,
identified the following five potential Port properties for a permanent
Alcatraz Embarkation location: Piers 19%2, 29 ¥, 31%%, 41, and 45 Shed A
as detailed in a December 3, 2009 informational presentation to the Port
Commission; and

NPS completed a draft Environmental Impact Study under the National
Environmental Policy Act to support its site selection process; and

Port staff in coordination with NPS staff selected Pier 31% as the preferred
Alcatraz Embarkation site and updated the Port Commission in a May 26,
2015 informational presentation; and

Pier 311/2 is part of the Northeast Waterfront area and retail, food and
beverage, and ferry service are allowed uses in such area under the Port's
Waterfront Land Use Plan,; and

NPS developed an implementable vision for the project (the “Project”) for
Alcatraz ferry service and amenities within the bulkheads and portions of
the sheds of Piers 31 and 33 and the Pier 31% marginal wharf (the “Site™);
and

The Site is currently operated for ferry service to Alcatraz Island and
supporting food and beverage; the Project would expand existing uses to
include a visitor contact station and ancillary retail uses, and

NPS has determined that a long-term embarkation site is desirable to -
improve the quality of the Alcatraz visitor experience; and

NPS has partnered with the Golden Gate National Parks Conservancy
(the “Conservancy”), a local nonprofit dedicated to conservation of
GGNRA lands through public education, historic interpretation, public
access, and capital improvements, as part of its long-term plan for the
Site; and

The Conservancy is a local nonprofit with a proven track record of
developing and operating memorable and stimulating visitor experiences
in nationally- and internationally-renowned destinations including Alcatraz
Island cell house tours and Museum Store, Golden Gate Bridge Welcome
Center, Crissy Field Center, and Lands End Visitor Center, among others;
and

The shared vision of a unified visitor experience - from site entrance and
orientation, to ferry embarkation, to Alcatraz Island and jailhouse —
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WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

requires specialized knowledge of and experience in hlStOI’IC interpretation
and education; and

As set forth in Administrative Code Section 2.6-1, the Board of
Supervisors’ policy is to approve only such proposed leases involving City
property or facilities that departments have awarded to the highest
responsible bidder under the competitive bidding procedures, except
where competitive bidding is impractical or impossible; and

Development of an embarkation site with access to Alcatraz Island, a
visitor contact station and retail and food and beverage amenities presents
an important opportunity to provide public serving, cultural, historic and
other significant public benefits to the people of the City, the entire Bay
Area region and beyond, including an opportunity for a significantly
improved one-of-a-kind waterfront destination that will achieve public
access objectives for the Site while adding an attractive mix of uses and
destinations along the waterfront; and

The achievement of the Port’s goal of retaining the Alcatraz embarkation
site and the benefits noted above on Port property requires negotiating
directly with NPS and NPS's selected partner, the Conservancy; and, -

NPS and Port staff negotiated, on a sole source basis, a Term Sheet
dated July 7, 2016 (the “Term Sheet”), which sets forth the essential terms
upon which the Port and NPS would negotiate in good faith to reach
agreement on a final agreement (the General Agreement or GA) regarding
the Project leases that will be attached to the GA: a form lease with the
NPS-selected concessioner for ferry service and a lease with the
Conservancy for a visitor contact station, retail, and food and beverage
uses; and

On July 12, 2016, the Port Commission approved Resolution No. 16-30
endorsing the Term Sheet and authorizing the Executive Director of the
Port to execute the Term Sheet and present the Term Sheet to the Board
of Supervisors for its endorsement and a determination that the proposed
Project is exempt from competitive bidding requ1rements pursuant to
Administrative Code Section 2.6-1; and

On November 29, 2106 the Board of Supervisors adopted Resolution
No0.497-16 endorsing the Term Sheet and exempting the Project from the
competitive bidding policy set forth in Administrative Code Section 2.6-1;
and

The Port and NPS.have negotiated a final GA regarding the Project and its
associated lease attachments; and
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WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

The GA between the Port and NPS has a term of up to 50 years (30
years plus two 10-year options to extend) for the Alcatraz Island ferry
embarkation site on Piers 31, 3172, and 33; and

The GA designates the Site as the long-term sole visitor contact station
and ferry embarkation for public access to Alcatraz Island and outlines
independent and joint obligations, such as NPS selecting and contracting
for ferry concession services and the Port entering leases with NPS’s
selected operator(s) for ferry concessions and the Conservancy for visitor
services and a café, and -

The GA describes capital obligations of the ferry concessioner, the
Conservancy, and the Port, and provides for clarity, cooperation and
coordination throughout the term between the Port and NPS as further
described in the June 7, 2018 Memorandum to the Port Commission that
accompanied this Resolution (the “Memorandum”); and

NPS is solely responsible for selection of and contracting with operators
for the ferry concession (the “Ferry Concession Contract’) and Port has no
role in the selection, solicitation, and/or award of a contract to a selected
operator (a “Ferry Concessioner”); and

On January 18, 2018, the National Park Service (NPS) released a
prospectus (the “Prospectus”) soliciting proposals to operate Alcatraz
passenger ferry service and associated services within Golden Gate
National Recreation Area; and

As set fdrth in the Prospectus, the term of the new Ferry Concession
Contract will be for fifteen (15) years and proposals are due in summer
2018; and

That in the support of the issuance of a timely and appropriate
supplemental wage determination (the “Supplemental Wage
Determination”), Port staff forwarded correspondence to the attention of
the Department of Labor including publicly—available data on the current
wages for relevant occupations at Port ferry operations; and

NPS published the Supplemental Wage Determination from the
Department of Labor for commonly used labor classifications for a San
Francisco passenger ferry operation (e.g. Master Captain, Senior
Deckhand/Mate, Deckhand and Able-Bodied Seaman) and has amended
the Prospectus with the Supplemental Wage Determination on May 21,
2018; and

The initial and each subsequent NPS prospectus for a Ferry Concession
Contract must include as part of the information furnished in the
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WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

Prospectus a form lease (a “Ferry Concessioner Lease”) prepared and
approved by the Port that the Ferry Concessioner will be required to sign;
and

Under the GA, the Port agrees to enter into a Ferry Concessioner Lease
for portions of the Site with the Initial Ferry Concessioner substantially in
the form of the lease attached to the GA with no changes other than (A)
changes agreed to by the Port and NPS in the sole discretion of each; and
(B) to add new Laws and City Requirements effective as of the
commencement date of the Ferry Concessioner Lease; and

Subsequent Ferry Concession Leases will be prepared by Port based on
the then-current Ferry Concessioner's Lease and the then-current
standard terms and conditions in the Port’s form lease for similar
operations, including retail/maritime uses, and shall include all then-
applicable City Requirements; and

Each Ferry Concessioner will be required to pay monthly Base Rent for its
premises, escalated annually, and

In addition to Base Rent, the Ferry Concessioner shall pay monthly
Percentage Rent on the difference between the Gross Revenue minus the
NPS Concession Franchise Fee, but only to the extent that such amount
exceeds Base Rent, and

The NPS-selected Initial Ferry Concessioner must complete the following
no later than the 5th anniversary date of the Ferry Concessioner Lease:

. waterside improvements, including new ferry barges, docks and

associated infrastructure; Pier 317 Marginal Wharf deck surface and
visitor amenities; Pier 33 Shed visitor restrooms; Pier 31 bulkhead
restrooms; interior improvements in the Pier 31 and Pier 33 Sheds; Pier
33 South Bulkhead Building ticketing area improvements; and demolition
of a portion of the 2nd floor of the Pier 33 South Bulkhead Building and
construction of a mezzanine area(together, the “Embarkation Site
Improvements”); other material business terms are set forth in the
attached Memorandum; and

Upon completion of the Embarkation Site Improvements the Initial Ferry
Concessioner shall be entitled to a rent credit in a maximum amount of
$2,520,000 for the Embarkation Site Improvements as generally described
above and further set forth in the attached Memorandum; and

Once the Embarkation Site Improvements are completed, certain portions
of the property will be turned over to the Conservancy; and
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WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

Port and NPS agree that, in order to enhance the visitor experience, NPS
selected the Conservancy to provide the interpretive retail and food and
beverage services and other public amenities at the Site and as described
above, the Board of Supervisors exempted the lease with the
Conservancy from the City’s competitive bidding policy; and

Port has negotiated a lease with the Conservancy for initial and potentially
future site improvements and to operate visitor amenities including a
visitor contact station and café consistent with the GA for a 30-year term
with two 10-year options; and

The current sole source exemption under Board of Supervisors Resolution
No0.497-16 covers the initial thirty (30) year term of the Conservancy
Lease, Port proposes to extend the sole source exemption for the two 10-
year option periods because it will provide for continuing capital
improvements to its premises and will continue to provide a cohesive
visitor experience to the Site; and

The Conservancy will be required to pay monthly Base Rent, escalated
annually, for its premises. In addition to Base Rent, the Conservancy shall
pay monthly Percentage Rent on the amount by which Gross Revenues
exceed Base Rent; other material business terms are set forth in the
attached Memorandum; and

The Conservancy shall construct improvements including the build-out of
the Pier 31 bulkhead cafe; and in a later phase the Pier 33 visitor contact
station/interpretive retail center (fogether, the “Initial Tenant
Improvements”); and :

The Conservancy must complete the Initial Tenant Improvements no later
than the first anniversary of each of the two phases, and upon completion
the Conservancy shall be entitled to a rent credit of $554,000 for the Initial
Tenant Improvements as further described in the Memorandum; and

The entire Site is subject to the common law public trust for commerce,
navigation and fisheries and the Burton Act statutory trust (collectively, the
(“Public Trust”); and

Use of Public Trust lands is generally limited to maritime commerce,
navigation, fisheries, water-oriented recreation, including commercial
facilities that must be located on or adjacent to water, and environmental
stewardship and recreation, such as natural resource protection, wildlife
habitat and study, and facilities for fishing, swimming, and boating; and

Ancillary or incidental uses that promote Public Trust uses or
accommodate public enjoyment of Public Trust lands such as hotels,
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WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

"WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

restaurants, and visitor-serving retail are also permitted on Public Trust
lands; and :

The Project has been planned and designed to provide multiple Public
Trust benefits delivered via development and use of the Site as a long-
term home for Alcatraz ferry and other maritime excursions, with various
visitor-serving amenities including public access space and uses, an
interpretive retail center and a restaurant/café serving Alcatraz ferry
passengers as well as the general public; and

A Preliminary Mitigated Negative Declaration (PMND) for the Project was
prepared and published for public review on December 6, 2017; and

On December 27, 2017, an appeal of the decision to issue the Final
Mitigated Negative Declaration (FMND) was filed within the 30-day public
review period; and

. The Planning Department prepared responses to Sausalito’s comments,

made minor revisions to the PMND and on February 22, 2018, the

- Planning Commission held a public hearing on the PMND and after

consideration of the points raised by the appellant, both in writing and at
the February 22, 2018 hearing, found that the contents of the PMND .and
the procedures through which the PMND was prepared, publicized, and
reviewed complied with the California Environmental Quality Act
(California Public Resources Code Sections 21000 et seq.) (CEQA), 14
California Code of Regulations Sections 15000 et seq. (the “CEQA
Guidelines”) and Chapter 31 of the San Francisco Administrative Code
(“Chapter 31") and finalized the PMND (the Final MND); and

The Planning Commission found the FMND was adequate, accurate and
objective, reflected the independent analysis and judgment of the
Department of City Planning and the Planning Commission, and
reaffirmed its conclusion that the Project could not have a significant effect
upon the environment; and

On February 23, 2018, the Environmental Review Officer signed the
FMND for the Project and the Final MND was issued in compliance with
CEQA, the CEQA Guidelines and Chapter 31; and

The Commission Secretary for the Planning Department, Jonas lonin, is-
the custodian of records at 1650 Mission Street, Fourth Floor, San
Francisco, California; and

Port staff prepared a Mitigation Measures and Improvement Measures
Monitoring and Reporting Program (MMRP), which material was made
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RESOLVED.

RESOLVED,

available to the public and this Commission for this Commission’s review,
consideration and action; and now, therefore be it

That retaining the high-revenue generating, maritime Alcatraz embarkation
use on Port property is a priority for economic and visibility reasons, with
no similar use able to attract the number of visitors and economic activity
generated by the internationally-known Alcatraz Island; and be it further

That the Board of Supervisors exempted the Project from the competitive -
bidding policy set forth in Administrative Code, Section 2.6-1, including (1)
a lease for ferry service to Alcatraz Island with a future concessioner
selected by NPS and (2) a lease with the Golden Gate National Parks
Conservancy; and be it further

RESOLVED, That Port Commission directs staff to seek a determination that the entire

RESOLVED,

RESOLVED,

RESOLVED,

term of the Conservancy Lease, including the two extension options are
exempt from competitive bidding requirements pursuant to Administrative
Code, Section 2.6-1; and be it further

That prior to execution of the Initial Ferry Concessioner Lease, the
Operations Plan included in the lease will be updated to reflect the
following annual limits for interpretive park cruises: 45,000 passengers in
years 1 and 2; 46,125 passengers in year 3; 47,278 passengers in year 4;
48,460 passengers in year 5; and 90,000 passengers annually in year 6
through lease expiration after year 15; and, be it further

That in addition to the remedies the Port may have for any violation of the
Operations Plan, including but not limited to the declaration of a material
default, the initial Ferry Concessioner Lease shall provide that any
violation of the limits noted above in a given year-will resulf in an
equivalent reduction of the interpretive cruise passenger limit in the
following year; and, be it further '

That a provision shall be added to the GA to prohibit interpretive park
cruises from any subsequent Ferry Concessioner Lease without the prior
consent of both the Port and NPS, in each such party’s sole discretion;
and, be it further '

RESOLVED, That in acknowledgement of the concerns raised by the City of Sausalito as

to future construction at Fort Baker, the General Agreement should be
amended to include a statement noting that the parties intend to comply

~ with any required environmental and regulatory reviews and approvals for

any proposed changes to the vessel landing operations at Fort Baker; and
be it further
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RESOLVED,

RESOLVED,

RESOLVED,

RESOLVED,

RESOLVED,

RESOLVED,

That subject to Board of Supervisors’ approval, the Port Commission
approves the GA between the Port and NPS that designates the Site as
the long term sole visitor contact station and ferry embarkation for public
access to Alcatraz Island on the terms further described in the
Memorandum; and be it further

That the Port Commission approves the form of lease for the Initial Ferry
Concessioner substantially in the form of the lease attached to the GA as
further described in the Memorandum with no changes other than (A)
changes agreed to by the Port and NPS in the sole discretion of each; and
(B) to add new Laws and City Requirements effective as of the
commencement date of the Lease; and be it further

If space within the Site is not available, Port may allow the Initial Ferry
Concessioner to use additional space under a Port license or other
agreement subject to Port's standard terms and conditions for such
agreements and payment of rent as specified in the then-current published
Port Commission-approved rental rate schedule; provided that, Port
agrees to waive the requirement to pay rent for up to 3,000 square feet of
space for up to two (2) years during construction of the Embarkation Site
Improvements; and be it further

The Port Commission authorizes Port staff to prepare and execute leases
for portions of the Site with subsequent Ferry Concessioners selected by
NPS based on the then-current Ferry Concessioner’s Lease and the then-
current standard terms and conditions in the Port's form lease for similar
operations, including retail/maritime uses, which shall include all then-
applicable City Requirements; and be it further

Each Ferry Concessioner shall have a one-time right of first refusal to use
specified, additional aprons in the Water Basin, as available and
appropriate for such use, for lay berthing subject to the Ferry
Concessioner entering into a Port license or other agreement subject to
Port’s standard terms and conditions for such agreements and payment of
rent as specified in the then-current published Port Commission-approved
rental rate schedule for a term that may exceed five years but may not
exceed the term of the associated Ferry Concessioner Lease; and be it
further

That, subject to Board of Supervisors’ approval, the Port Commission
approves the Conservancy Lease for initial and ongoing site
improvements and to operate visitor amenities including a visitor contact
station and café consistent with the GA for a thirty (30) year term with two
(2) ten (10) year options as further described in the Memorandum; and be

it further
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RESOLVED, That the Port Commission has reviewed and considered the FMND and the

record as a whole, finds that the FMND is adequate for its use as the
decision-making body for the Project, that there is no substantial evidence
that the Project will have a significant effect on the environment with the
adoption of the measures contained in the MMRP to avoid potentially
significant environmental effects associated with the Project, and hereby
adopts the FMND; and be it further

RESOLVED, That the Port Commission hereby adopts the FMND and the MMRP

RESOLVED,

RESOLVED,

RESOLVED,

attached hereto as Attachment A and incorporated herein as part of this
Resolution by this reference thereto and all required mitigation measures
identified in the FMND and contained in the MMRP will be included in the
lease between the Port and each successive Ferry Concessioner and the
Port and the Conservancy; and be it further

That the Port Commission finds that the Project, including the GA and
leases is consistent with the Public Trust in that the Project will provide
multiple Public Trust benefits delivered via use of the Site as a long-term
home for Alcatraz ferry and other maritime excursions, with various visitor-
serving amenities including public access space and uses, an interpretive
retail center and a restaurant/café serving Alcatraz ferry passengers as
well as the general public; and be it further

That, upon approval by the Board of Supervisors as described above, the
Port Commission authorizes the Executive Director of the Port, or her
designee, to execute the GA, initial Ferry Concession Lease, successive
Ferry Concession Leases and the Conservancy Lease; and be it further

That the Port Commission authorizes the Executive Director of the Port, or
her designee, to enter into any amendments or modifications to the
General Agreement, initial Ferry Concession Lease, successive Ferry
Concession leases and the Conservancy lease and to exercise associated
extension options that the Executive Director determines, in consultation
with the City Attorney, are in the best interests of the Port, do not
materially decrease the benefits to or materially increase the obligations or
liabilities of the Port, and are in compliance with all applicable laws and
are necessary and advisable to complete the transaction and effectuate
the purpose and intent of this Resolution, such determination to be
conclusively evidenced by the execution and delivery by the Executive
Director of any such documents.

I hereby certify that the foregoing resolution was adopted by the Port
Commission at its meeting of June 25, 2018.

Secretary
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PORT COMMISSION
CITY AND COUNTY OF SAN FRANCISCO

RESOLUTION NO. 18-39

WHEREAS Charter Section B3.581 empowers the Port Commission with the authority

“and duty to use, conduct, operate, maintain, manage, regulate and control
the lands within Port jurisdiction; and

WHEREAS, The Golden Gate National Recreation Area (‘GGNRA”) established as a

unit of the National Park Service (“NPS”) in 1972, encompasses more
than 80,000 acres of coastal lands in Marin, San Mateo and San
Francisco counties. One of GGNRA’s most prominent sites is Alcatraz
Island which is historically significant as part of early coastal fortification
systems and later as a federal prison; and ,

WHEREAS, Since 1972, the Port of San Francisco has served as the embarkation

point for tourists and local residents visiting Alcatraz Island; and

WHEREAS, NPS is empowered by the federal government to issue a bid prospectus

and to select a ferry concessioner through a competitive process; and -

WHEREAS, The Port has periodically negotiated leases with ferry concessioners for

embarkation locations to Alcatraz Island, with the embarkation point
moving from Pier 41 to Pier 31% as different ferry companies with
leaseholds along Port property have been selected through the NPS ferry-
bid process; and

WHEREAS, The Port and NPS share a common goal of enhancing the Alcatraz visitor

WHEREAS,

WHEREAS,

experience through significant investments in landside and waterside
capital improvements — fo improve the ease of movement of the more than
1.5 million visitors each year — and in interpretative installations and site
amenities including food, retail, and restrooms; and

Alcatraz Island, access to which is controlled by NPS, is a one-of-a-kind
visitor destination, attracting thousands of people each day to the
waterfront and providing revenues roughly double the amount the Port
would expect for a similar use not associated with Alcatraz Island; and

In 2008, the Port’'s Executive Director and the GGNRA Superintendent
began discussions about NPS selecting a permanent embarkation point at
the Port and entering a direct agreement with the Port that governs the
terms by which the embarkation point would be leased to NPS’s
concessionaires; and



WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,
WHEREAS.

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

By entering such a direct agreement for the use of a set embarkation
point, NPS, the Port and the public could be spared the disruption of
moving the service each time a new concessioner is selected; and

Port staff, based on site criteria developed in conjunction with NPS staff,
identified the following five potential Port properties for a permanent
Alcatraz Embarkation location: Piers 19%,, 29 %, 317, 41, and 45 Shed A
as detailed in a December 3, 2009 informational presentation to the Port
Commission; and

NPS completed a draft Environmental Impact Study under the National
Environmental Policy Act to support its site selection process; and

Port staff in coordination with NPS staff selected Pier 31% as the preferred
Alcatraz Embarkation site and updated the Port Commission in a May 26,
2015 informational presentation; and

Pier 31% is part of the Northeast Waterfront area and retail, food and
beverage, and ferry service are allowed uses in such area under the Port’s
Waterfront Land Use Plan,; and

NPS developed an implementable vision for the project (the “Project”) for
Alcatraz ferry service and amenities within the bulkheads and portions of
the sheds of Piers 31 and 33 and the Pier 31% marginal wharf (the “Site”);
and .

The Site is currently operated for ferry service to Alcatraz Island and
supporting food and beverage; the Project would expand existing uses to
include a visitor contact station and ancillary retail uses, and

NPS has determined that a long-term embarkation site is desirable td
improve the quality of the Alcatraz visitor experience; and

NPS has partnered with the Golden Gate National Parks Conservancy

_ (the “Conservancy”), a local nonprofit dedicated to conservation of

WHEREAS,

WHEREAS,

GGNRA lands through public education, historic interpretation, public
access, and capital improvements, as part of its long-term plan for the
Site; and

The Conservancy is a local nonprofit with a proven track record of
developing and operating memorable and stimulating visitor experiences
in nationally- and internationally-renowned destinations including Alcatraz
Island cell house tours and Museum Store, Golden Gate Bridge Welcome
Center, Crissy Field Center, and Lands End Visitor Center, among others;
and '

The shared vision of a unified visitor experience - from site entrance and
orientation, to ferry embarkation, to Alcatraz Island and jailhouse —

2-



WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

requires specialized knowledge of and experience in historic interpretation
and education; and

As set forth in Administrative Code Section 2.6-1, the Board of

Supervisors’ policy is to approve only such proposed leases involving City
property or facilities that departments have awarded to the highest .
responsible bidder under the competitive bidding procedures, except
where competitive bidding is impractical or impossible; and

Development of an embarkation site with access to Alcatraz Island, a
visitor contact station and retail and food and beverage amenities presents
an important opportunity to provide public serving, cultural, historic and
other significant public benefits to the people of the City, the entire Bay
Area region and beyond, including an opportunity for a significantly
improved one-of-a-kind waterfront destination that will achieve public
access objectives for the Site while adding an attractive mix of uses and
destinations along the waterfront; and

The achievement of the Port’s goal of retaining the Alcatraz embarkation
site and the benefits noted above on Port property requires negotiating
directly with NPS and NPS’s selected partner, the Conservancy; and,

NPS and Port staff negotiated, on a sole source basis, a Term Sheet

. dated July 7, 2016 (the “Term Sheet’), which sets forth the essential terms

upon which the Port and NPS would negotiate in good faith to reach
agreement on a final agreement (the General Agreement or GA) regarding
the Project leases that will be attached to the GA: a form lease with the
NPS-selected concessioner for ferry service and a lease with the
Conservancy for a visitor contact station, retail, and food and beverage
uses; and

On July 12, 2016, the Port Commission approved Resolution No. 16-30
endorsing the Term Sheet and authorizing the Executive Director of the
Port to execute the Term Sheet and present the Term Sheet to the Board
of Supervisors for its endorsement and a determination that the proposed
Project is exempt from competitive bidding requirements pursuant to
Administrative Code Section 2.6-1; and

On November 29, 2106 the Board of Supervisors adopted Resolution
No0.497-16 endorsing the Term Sheet and exempting the Project from the
competitive bidding policy set forth in Administrative Code, Section 2.6-1;
and

The Port and NPS have negotiated a final GA regarding the Project and its
associated lease attachments; and



WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

The GA between the Port and NPS has a term of up to 50 years (30
years plus two 10-year options to extend) for the Alcatraz Island ferry
embarkation site on Piers 31, 31%, and 33; and

The GA designates the Site as the long-term sole visitor contact station
and ferry embarkation for public access to Alcatraz Island and outlines
independent and joint obligations, such as NPS selecting and contracting
for ferry concession services and the Port entering leases with NPS’s
selected operator(s) for ferry concessions and the Conservancy for visitor
services and a café, and :

The GA describes capital obligations of the ferry concessioner, the
Conservancy, and the Port, and provides for clarity, cooperation and
coordination throughout the term between the Port and NPS as further

. described in the June 7, 2018 Memorandum to the Port Commission that

accompanied this Resolution (the “Memorandum”); and

NPS is solely responsible for selection of and contracting with operators
for the ferry concession (the “Ferry Concession Contract’) and Port has no
role in the selection, solicitation, and/or award of a contract to a selected
operator (a “Ferry Concessioner”); and

On January 18, 2018, the National Park Service (NPS) released a
prospectus (the “Prospectus”) soliciting proposals to operate Alcatraz
passenger ferry service and associated services within Golden Gate
National Recreation Area; and

As set forth in the Prospectus, the term of the new Ferry Concession
Contract will be for fifteen (15) years and proposals are due in summer
2018; and

That in the support of the issuance of a timely and appropriate
supplemental wage determination (the “Supplemental Wage
Determination”), Port staff forwarded correspondence to the attention of
the Department of Labor including publicly—available data on the current
wages for relevant occupations at Port ferry operations; and

NPS published the Supplemental Wage Determination from the
Department of Labor for commonly used labor classifications for a San
Francisco passenger ferry operation (e.g. Master Captain, Senior _
Deckhand/Mate, Deckhand and Able-Bodied Seaman) and has amended
the Prospectus with the Supplemental Wage Determination on May 21,
2018; and

The initial and each subsequent NPS prospectus for a Ferry Concession
Contract must include as part of the information furnished in the
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WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

Prospectus a form lease (a “Ferry Concessioner Lease”) prepared and
approved by the Port that the Ferry Concessioner will be required to sign;
and

Under the GA, the Port agrees to enter into a Ferry Concessioner Lease
for portions of the Site with the Initial Ferry Concessioner substantially in
the form of the lease attached to the GA with no changes other than (A)
changes agreed to by the Port and NPS in the sole discretion of each; and
(B) to add new Laws and City Requirements effective as of the
commencement date of the Ferry Concessioner Lease; and

Subsequent Ferry Concession Leases will be prepared by Port based on
the then-current Ferry Concessioner’s Lease and the then-current
standard terms and conditions in the Port’s form lease for similar
operations, including retail/maritime uses, and shall include all then-
applicable City Requirements; and

Each Ferry Concessioner will be required to pay monthly Base Rent for its
premises, escalated annually, and

In addition to Base Rent, the Ferry Concessioner shall pay monthly
Percentage Rent on the difference between the Gross Revenue minus the
NPS Concession Franchise Fee, but only to the extent that such amount
exceeds Base Rent, and

The NPS-selected Initial Ferry Concessioner must complete the following
no later than the 5th anniversary date of the Ferry Concessioner Lease:
waterside improvements, including new ferry barges, docks and
associated infrastructure; Pier 3172 Marginal Wharf deck surface and
visitor amenities; Pier 33 Shed visitor restrooms: Pier 31 bulkhead
restrooms; interior improvements in the Pier 31 and Pier 33 Sheds; Pier
33 South Bulkhead Building ticketing area improvements; and demolition
of a portion of the 2nd floor of the Pier 33 South Bulkhead Building and
construction of a mezzanine area(together, the “Embarkation Site
Improvements”); other material business terms are set forth in the
attached Memorandum; and

Upon completion of the Embarkation Site Improvements the Initial Ferry
Concessioner shall be entitled to a rent credit in a maximum amount of
$2,520,000 for the Embarkation Site Improvements as generally described
above and further set forth in the attached Memorandum; and

Once the Embarkation Site Improvements are completed, certain portions
of the property will be turned over to the Conservancy; and



WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

Port and NPS agree that, in order to enhance the visitor experience, NPS
selected the Conservancy to provide the interpretive retail and food and
beverage services and other public amenities at the Site and as described
above, the Board of Supervisors exempted the lease with the
Conservancy from the City’s competitive bidding policy; and

Port has negotiated a lease with the Conservancy for initial and potentially
future site improvements and to operate visitor amenities including a
visitor contact station and café consistent with the GA for a 30-year term
with two 10-year options; and

The current sole source exemption under Board of Supervisors Resolution
No0.497-16 covers the initial thirty (30) year term of the Conservancy
Lease, Port proposes to extend the sole source exemption for the two 10-
year option periods because it will provide for continuing capital
improvements to its premises and will continue to provide a cohesive
visitor experience to the Site; and

The Conservancy will be required to pay monthly Base Rent, escalated
annually, for its premises. In addition to Base Rent, the Conservancy shall
pay monthly Percentage Rent on the amount by which Gross Revenues
exceed Base Rent; other material business terms are set forth in the
attached Memorandum, and

The Conservancy shall construct improvements including the build-out of
the Pier 31 bulkhead cafe; and in a later phase the Pier 33 visitor contact
station/interpretive retail center (together, the “Initial Tenant
Improvements”); and

The Conservancy must complete the Initial Tenant Improvements no later
than the first anniversary of each of the two phases, and upon completion
the Conservancy shall be entitled to a rent credit of $554,000 for the Initial
Tenant Improvements as further described in the Memorandum; and

The entire Site is subject to the common law public trust for commerce,
navigation and fisheries and the Burton Act statutory trust (collectively, the
(“Public Trust”); and

Use of Public Trust lands is generally limited to maritime commerce,
navigation, fisheries, water-oriented recreation, including commercial
facilities that must be located on or adjacent to water, and environmental
stewardship and recreation, such as natural resource protection, wildlife
habitat and study, and facilities for fishing, swimming, and boating; and

Ancillary or incidental uses that promote Public Trust uses or
accommodate public enjoyment of Public Trust lands such as hotels,
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WHEREAS,

WHEREAS,

- WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

restaurants, and visitor-serving retail are also permitted on Public Trust
lands; and

The Project has been planned and designed to provide multiple Public
Trust benefits delivered via development and use of the Site as a long-
term home for Alcatraz ferry and other maritime excursions, with various
visitor-serving amenities including public access space and uses, an
interpretive retail center and a restaurant/café serving Alcatraz ferry
passengers as well as the general public; and

A Preliminary Mitigated Negative Declaration (PMND) for the Project was
prepared and published for public review on December 6, 2017; and

On December 27, 2017, an appeal of the decision to issue the Final
Mitigated Negative Declaration (FMND) was filed within the 30-day public
review period; and '

The Planning Department prepared responses to Sausalito’'s comments,
made minor revisions to the PMND and on February 22, 2018, the
Planning Commission held a public hearing on the PMND and after
consideration of the points raised by the appellant, both in writing and at
the February 22, 2018 hearing, found that the contents of the PMND and
the procedures through which the PMND was prepared, publicized, and
reviewed complied with the California Environmental Quality Act
(California Public Resources Code Sections 21000 et seq.) (CEQA), 14
California Code of Regulations Sections 15000 et seq. (the “CEQA
Guidelines”) and Chapter 31 of the San Francisco Administrative Code
(“Chapter 31”) and finalized the PMND (the Final MND); and

The Planning Commission found the FMND was adequate, accurate and
objective, reflected the independent analysis and judgment of the
Department of City Planning and the Planning Commission, and
reaffirmed its conclusion that the Project could not have a significant effect
upon the environment; and

On February 23, 2018, the Environmental Review Officer signed the
FMND for the Project and the Final MND was issued in compliance with
CEQA, the CEQA Guidelines and Chapter 31; and

The Commission Secretary for the Planning Department, Jonas lonin, is
the custodian of records at 1650 Mission Street, Fourth Floor, San
Francisco, California; and

Port staff prepared a Mitigation Measures and Improvement Measures -
Monitoring and Reporting Program (MMRP), which material was made



RESOLVED,

RESOLVED,

available to the public and this Commission for this Commission’s review,
consideration and action; and now, therefore be it

That retaining the high-revenue generating, maritime Alcatraz embarkation
use on Port property is a priority for economic and visibility reasons, with
no similar use able to attract the number of visitors and economic activity
generated by the internationally-known Alcatraz Island; and be it further

That the Board of Supervisors exempted the Project from the competitive
bidding policy set forth in Administrative Code, Section 2.6-1, including (1)
a lease for ferry service to Alcatraz Island with a future concessioner
selected by NPS and (2) a lease with the Golden Gate National Parks
Conservancy; and be it further

RESOLVED, That Port Commission directs staff to seek a determination that the entire

RESOLVED,

RESOLVED,

RESOLVED,

term of the Conservancy Lease, including the two extension options are
exempt from competitive bidding requirements pursuant to Administrative
Code, Section 2.6-1; and be it further :

That priorto execution of the Initial Ferry Concessioner Lease, the
Operations Plan included in the lease will be updated to reflect the
following annual limits for interpretive park cruises: 45,000 passengers in
years 1 and 2; 46,125 passengers in year 3; 47,278 passengers in year 4;
48,460 passengers in year 5; and 90,000 passengers annuaily in year 6
through lease expiration after year 15; and, be it further

That in addition to the remedies the Port may have for any violation of the
Operations Plan, including but not limited to the declaration of a material
default, the initial Ferry Concessioner Lease shall provide that any
violation of the limits noted above in a given year will result in an
equivalent reduction of the interpretive cruise passenger limit in the
following year; and, be it further

That a provision shall be added to the GA to prohibit interpretive park
cruises from any subsequent Ferry Concessioner Lease without the prior
consent of both the Port and NPS, in each such party’s sole discretion;
and, be it further

RESOLVED, That in acknowledgement of the concerns raised by the City of Sausalito as

to future construction at Fort Baker, the General Agreement should be
amended to include a statement noting that the parties intend to comply
with any required environmental and regulatory reviews and approvals for
any proposed changes to the vessel landing operations at Fort Baker; and
be it further



RESOLVED,

That subject to Board of Supervisors’ approval, the Port Commission
approves the GA between the Port and NPS that designates the Site as
the long term sole visitor contact station and ferry embarkation for public
access to Alcatraz Island on the terms further described in the

"~ Memorandum; and be it further

RESOLVED,

RESOLVED,

RESOLVED,

RESOLVED,

RESOLVED,

That the Port Commission approves the form of lease for the Initial Ferry
Concessioner substantially in the form of the lease attached to the GA as
further described in the Memorandum with no changes other than (A)
changes agreed to by the Port and NPS in the sole discretion of each; and
(B) to add new Laws and City Requirements effective as of the
commencement date of the Lease; and be it further

If space within the Site is not available, Port may allow the Initial Ferry
Concessioner to use additional space under a Port license or other
agreement subject to Port’s standard terms and conditions for such
agreements and payment of rent as specified in the then-current published
Port Commission-approved rental rate schedule; provided that, Port
agrees to waive the requirement to pay rent for up to 3,000 square feet of
space for up to two (2) years during construction of the Embarkation Site
Improvements; and be it further

The Port Commission authorizes Port staff to prepare and execute leases
for portions of the Site with subsequent Ferry Concessioners selected by
NPS based on the then-current Ferry Concessioner’s Lease and the then-
current standard terms and conditions in the Port’s form lease for similar
operations, including retail/maritime uses, which shall include all then-
applicable City Requirements; and be it further

Each Ferry Concessioner shall have a one-time right of first refusal to use
specified, additional aprons in the Water Basin, as available and
appropriate for such use, for lay berthing subject to the Ferry
Concessioner entering into a Port license or other agreement subject to
Port’s standard terms and conditions for such agreements and payment of
rent as specified in the then-current published Port Commission-approved
rental rate schedule for a term that may exceed five years but may not
exceed the term of the associated Ferry Concessioner Lease; and be it
further

That, subject to Board of Supervisors’ approval, the Port Commission
approves the Conservancy Lease for initial and ongoing site
improvements and to operate visitor amenities including a visitor contact
station and café consistent with the GA for a thirty (30) year term with two
(2) ten (10) year options as further described in the Memorandum; and be
it further :



RESOLVED, That the Port Commission has reviewed and considered the FMND and the

record as a whole, finds that the FMND is adequate for its use as the
decision-making body for the Project, that there is no substantial evidence
that the Project will have a significant effect on the environment with the
adoption of the measures contained in the MMRP to avoid potentially
significant environmental effects associated with the Project, and hereby
adopts the FMND; and be it further

RESOLVED, That the Port Commission hereby adopts the FMND and the MMRP

RESOLVED,

RESOLVED,

RESOLVED,

attached hereto as Attachment A and incorporated herein as part of this
Resolution by this reference thereto and all required mitigation measures
identified in the FMND and contained in the MMRP will be inciuded in the
lease between the Port and each successive Ferry Concessioner and the
Port and the Conservancy; and be it further

That the Port Commission finds that the Project, including the GA and
leases is consistent with the Public Trust in that the Project will provide
multiple Public Trust benefits delivered via use of the Site as a long-term
home for Alcatraz ferry and other maritime excursions, with various visitor-
serving amenities including public access space and uses, an interpretive
retail center and a restaurant/café serving Alcatraz ferry passengers as
well as the general public; and be it further

That, upon approval by the Board of Supervisors as described above, the
Port Commission authorizes the Executive Director of the Port, or her
designee, to execute the GA, initial Ferry Concession Lease, successive
Ferry Concession Leases and the Conservancy Lease; and be it further

That the Port Commission authorizes the Executive Director of the Port, or
her designee, to enter into any amendments or modifications to the
General Agreement, initial Ferry Concession Lease, successive Ferry
Concession leases and the Conservancy lease and to exercise associated
extension options that the Executive Director determines, in consultation
with the City Attorney, are in the best interests of the Port, do not
materially decrease the benefits to or materially increase the obligations or
liabilities of the Port, and are in compliance with all applicable laws and
are necessary and advisable to complete the transaction and effectuate
the purpose and intent of this Resolution, such determination to be
conclusively evidenced by the execution and delivery by the Executive
Director of any such documents.

I hereby certify that the foregoing resolution was adopted by the Port
Commission at its meeting of June 25, 2018.

~ Secretary
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GENERAL AGREEMENT

THIS GENERAL AGREEMENT dated for reference purposes as of , 2018, is by and
between the CITY AND COUNTY OF SAN FRANCISCO, a municipal corporation ("City"), operating
by and through the SAN FRANCISCO PORT COMMISSION ("Port"), and the UNITED STATES OF
AMERICA, NATIONAL PARK SERVICE, an agency of the United States Department of the
Interior, ("NPS"), collectively referred to as the “Parties.” The exhibits, recitals and this General
Agreement are and shall be construed as a single instrument and are referred herein as this
"Agreement". All initially capitalized terms in this Agreement are defined in Section 13.

RECITALS

This Agreement is made with reference to the following facts and circumstances:

A. Port is an agency of the City, exercising its functions and powers over property
under its jurisdiction and organized and existing under the Burton Act and the City’s Charter.
Most Port property consists of tidelands and submerged lands that are subject to the common law
public trust doctrine, the California Constitution, the Burton Act, and the related transfer
agreement under which the State of California transferred most of the San Francisco waterfront
to the City in 1969. Port has jurisdiction over the area that is the subject of this General
Agreement and depicted on Exhibit A attached hereto (“Site”).

B. NPS is an agency of the United States Department of the Interior, part of the
United States federal government. The mission of the National Park Service is to “promote and
regulate the use of the National Park System by means and measures that conform to the
fundamental purpose of the System units, which purpose is to conserve the scenery, natural and
historic objects and wild life in the System units and to provide for the enjoyment of the same in

such manner and by such means as will leave them unimpaired for the enjoyment of future
generations.” 54 U.S. C. § 100101.

C. NPS administers the Golden Gate National Recreation Area (“GGNRA”), which -
was established in 1972 as a unit of the National Park System by the GGNRA enabling :
legislation, 16 U.S.C. § 460bb et seq. NPS is entering this Agreement in accordance with the
National Park Service Organic Act, 54 U.S.C. §§ 100101, 100301-100302, 100751, and the
GGNRA enabling legislation. GGNRA encompasses over 80,000 acres of land within San -
Francisco, Marin, and San Mateo counties, including 75 miles of ocean and bay shoreline. One
of GGNRA’s most prominent sites is Alcatraz Island, which is historically significant as a famed
federal prison and also as part of early coastal fortification systems and the site that ignited the
movement for American Indian self-determination.

D. Access to Alcatraz Island is provided by a Ferry Concessioner selected by NPS
through a competitive process, as mandated by the 1998 Concessions Act and consistent with 36
CFR Part 51. Historically, the concession contract solicitation required offerors to have an
existing lease with the Port to provide the embarkation site for Alcatraz Island visitors. This
approach resulted in the Alcatraz embarkation moving around Port property, which created
challenges during concession contract transitions, limited the amount of investment that could be
made into an embarkation site and adjacent Port property, and limited competition for the
contract, since an offeror was required to have an existing Port lease to compete.

E. NPS, in close cooperation with the Port, undertook a planning effort under the
National Environmental Policy Act (“NEPA”) to identify a long-term Alcatraz embarkation site
to benefit visitors to Alcatraz and the San Francisco waterfront as well as the Parties. The NPS
published the Final Environmental Impact Statement for the Alcatraz Ferry Embarkation project
on January 24, 2017 and the Record of Decision was signed on January 11, 2018. The Site

“described herein will provide a stable location in San Francisco, with certainty for more than 1.5
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million visitors annually, neighbors, and businesses, and it will allow for long-term investment
even as Ferry Concessioners change. The Site will provide a high quality NPS welcome and
orientation, significantly enhancing the Visitor Experience and including introductions to
Alcatraz Island GGNRA, the national park system, and the Port. Additionally, the Site will
enable sound financial stewardsh1p of both Parties’ capital and operational needs.

F. The purpose of this Agreement between the NPS and the Port is to memorialize
the Parties’ partnership and designate the Site asthe embarkation point to Alcatraz Island for the
term of the Agreement and to establish the associated terms and conditions. Site investment will
be made by: future Ferry Concessioners, who will be required to invest in the Site as part of the
Ferry Concession Contract and Port lease; Golden Gate National Parks Conservancy
(“Conservancy™), NPS’ nonprofit cooperating association that will make investments in an
interpretive welcome and retail operation, a food and beverage operation, and other interpretive
opportunities at the Site as part of an NPS agreement and Port lease; and the Port, which will
repair and upgrade the marginal wharf substructure. The Parties expect these investments
coupled with new services offered as part of an expanded, long-term Site to result in both a
higher quality Visitor Experience and higher financial returns to the Parties.

G. The Parties acknowledge that the Site is the beginning and end point of the
transportation services provided for the visiting public by the Ferry Concessioner and an integral
part of the visitor services provided under the NPS ferry concession contract. Through this
Agreement, the Parties will coordinate their separate relationships with a ferry concessioner.
Assuming all pre-conditions are met for both Parties, NPS will select a concessioner on a
periodic basis through its federally-mandated competitive process and Port will execute a lease
with the selected concessioner. Each Ferry Concession Contract and lease will be coterminous
and there will be multiple ferry concession contracts and leases throughout the Term.

H. The Port of San Francisco Waterfront Land Use Plan (the “WLUP”) is Port’s
adopted land use document for property within Port jurisdiction, which provides the policy
foundation for waterfront development and improvement projects. The Site is located in the area
identified as the Northeast Waterfront Subarea in the WLUP and is located generally within the
bulkheads of Piers 31 and 33 and includes the Pier 31% marginal wharf. The Site totals about
25,000 square feet of indoor space in the bulkheads and sheds of Piers 31 and 33; about 43,000
square feet of open wharf area (Pier 31%%); and about 60,000 square feet of submerged land
(portion of water basin between Pier 31 and 33).

L Port is entering this Agreement to further its core mission and functions set out in
the Burton Act, the Port’s Strategic Plan, the Port’s Capital Plan, and the Waterfront Land Use
Plan. Consistent with these guiding documents the Agreement and associated leases will
improve and expand maritime facilities and functions consistent with Public Trust uses and
purposes; create new public access areas and improve Visitor Experience; facilitate significant
investment in the Site including an estimated $21 million investment by the future Site tenants
and an estimated $5 million investment by the Port; and secure and increase Trust revenues from
Alcatraz Island operations.

J. . Onluly 12, 2016, the Port Commission approved Resolution No. 16-30 endorsing
a non-binding term sheet describing the fundamental deal terms for the Project (“Term Sheet™)
and recommending an exemption from the Board of Supervisors from the City’s competitive
bidding policies for the successive Ferry Concessioner leases and 30-year Conservancy
lease. In the same resolution, the Port Commission directed the Executive Director, or her
designee, to work with NPS to undertake project review and negotiate the terms and conditions
of a final agreement.

K. On November 29, 2016, the Board adopted Resolution No. 497-16 endorsing the
non-binding Term Sheet between the Parties and exempting the successive Ferry Concessioner
Leases and 30-year Conservancy Lease from the City’s competitive bidding requirements.
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L. The Planning Department reviewed the long term development and operation of
an improved ferry embarkation operation at the Site to support Alcatraz Island visitors (the
“Project”) and determined that a Mitigated Negative Declaration would be appropriate because
the Project is a continuation and small expansion of an existing use. The San Francisco Planning
Department prepared a Preliminary Mitigated Negative Declaration (2017-0001888ENV) for the
proposed Project, which was subject to a 30-day public review period. The Mitigated Negative
Declaration became final on February 23, 2018 (“MND”). Compliance with the Mitigation
Monitoring and Reporting Program in the MND is an enforceable condition of the leases.

M.  NPS has or intends to enter into an agreement with the Conservancy for Alcatraz
Embarkation that addresses the Conservancy’s operations and Visitor Experience.

“N. NPS issued the prospectus on January 30, 2018 andclosed bidding in July 2018.

0. On June 25, 2018, by Resolution No. 18-39, the Port Commission, among other
things, adopted the MND and the MMRP, made findings that the Project advanced and benefited
the Public Trust (“Public Trust Determination™), approved of this Agreement, the attached form
lease for the Ferry Concessioner and the attached Conservancy Lease and authorized the
Executive Director to seek approval of this Agreement and the Conservancy Lease from the
Board of Supervisors.

P. On| 1,2018, by Resolution No. XX-XX, the Board of
Supervisors, relying on the MND, among other things, approved this Agreement, adopted the
MMRP and approved the Conservancy Lease.

Q. The Parties now desire to enter into this Agreement to establish the Site as the
long-term ferry embarkation site for Alcatraz Island and other NPS sites in the Bay Area with
expanded visitor-serving amenities and infrastructure improvements and to set forth certain
terms and conditions upon which NPS would enter into concession contracts with successive
Ferry Concessioners and the Port would enter 1nto Leases with the Conservancy and successive
Ferry Concessioners over the Term.

" AGREEMENT

Accordingly, in consideration of the foregoing and the mutual agreements set forth
herein, the Parties agree as set forth below.

1. SITE.

The “Site” is located at Piers 31, 31 %2 and 33 in the City and County of San Francisco,
and is more particularly shown on the Site Plan attached as Exhibit A. The Site is comprised of
pier sheds, pier bulkhead buildings, piers aprons, marginal wharf/plaza, and submerged lands and
associated buildings, structures, fixtures and other improvements located thereon.

2. NPS OBLIGATIONS.

2.1. Sole Ferry Embarkation Site. NPS acknowledges that the anticipated economic
and non-economic benefits to Port and to the Site were material consideration for Port entering
into this Agreement and the Leases. As a result, to enhance the possibility that the anticipated
benefits will be realized, the Parties agree that, except as specifically provided in this Section, the
Site shall be the only public Alcatraz Island visitor contact station and ferry embarkation site for
public access to Alcatraz Island. During the Term, NPS agrees that it will not authorize or
contract for any other public ferry embarkation site or excursion operation landing at Alcatraz
Island from any other location except for service to and from the Rosie the Riveter WWII Home
Front National Historic Park in Richmond; provided that such service must: (i) add, not replace,
trips from the Site; (ii) be for the purpose of developing cross-NPS programming between the
parks and not for general visitor access; and (iii) have only de minimis impacts on financial
revenue from the Site.
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The foregoing is not intended to limit NPS’s authority (i) to allow the use of other
embarkation sites for non-public trips to Alcatraz Island, such as for filming and construction
access, or (ii) to allow or offer excursion ferries from other embarkation sites to other NPS sites
other than and excluding Alcatraz Island.

2.2. Initial Ferry Concession Contract.

(a) NPS Rights; Responsibilities. Port and NPS agree that NPS is solely responsible
for selection of and contracting with operators for the Ferry Concession Contract. Port has no
role in the selection, solicitation, and/or award of a contract to a Ferry Concessioner, which is a
federal governmental process governed by applicable federal Laws including without limitation,
the 1998 Concessions Act.

(b) Solicitation and Contract. NPS will conduct a solicitation for and, subject to the
limitations of Laws (including without limitation those of the 1998 Concessions Act) and any
valid order of a court with jurisdiction, award (within the meaning of the 1998 Concessions Act)
a Ferry Concession Contract with an Initial Ferry Concessioner. The Parties acknowledge that it
is in their mutual interest as well as the interest of the visiting public that there be no disruption
of Alcatraz Island services from the Site and NPS shall use its diligent efforts to complete the
solicitation and award so that the that the Initial Ferry Concession Contract will be effective
upon the expiration date of the Ferry Concession Contract in effect on the Effective Date
(including extensions to such contract) with the goal of avoiding any disruption in Alcatraz
Island service from the Site including working with the Port to provide a smooth transition
between operators, if necessary.

NPS shall require in any solicitation for a Ferry Concessmn Contract that any offeror
submitting a proposal for that Ferry Concession Conttact acknowledge and agree in writing at
the time its proposal is submitted that NPS is solely responsible for selection of and contracting
with a Ferry Concessioner and that Port has no role in the solicitation, selection, contracting or
enforcement process for the Ferry Concession Contract.

(¢) Contract Duration; Extensions. Each Ferry Concession Contract will have a term
as determined by NPS of up to the maximum term allowed by Law and which may include
extensions by NPS in its sole discretion subject to the limitations in this subsection. NPS must
provide Port with prior written notice of its intent to extend any Ferry Concession Contract. NPS
agrees that it will not extend a Ferry Concession Contract if any material Tenant Event of
Default as defined by the relevant Lease and determined by Port in its sole discretion is
outstanding at the time NPS notifies Port of its intent to extend a Ferry Concession Contract, in
which case Port may elect by written notice to NPS to reject the extension in which case the
Lease and the Concession Contract will expire as of their original expiration dates. Subject to
Section 5.4(d) regarding rent during an Extension Term for any Ferry Concession Contract that
is in effect both before and after a relevant Expiration Date, any extension of a Ferry Concession
Contract during the initial Term shall be on all of the same material terms as the Initial Ferry
Concession Contract.

The Parties agree that upon the expiration or earlier termination of this Agreement, any
provision of a Ferry Concession Contract that concerns use of the Site shall be null and void.

(d) Form Lease. The initial and each subsequent solicitation for a Ferry Concession
Contract must include as part of the information furnished in the Prospectus, a form Ferry
Concessioner Lease prepared and approved by Port as described further in Section 3.5(a) that the
Ferry Concessioner will be required to sign. The form lease for the Initial Ferry Concessioner is
attached hereto as Exhibit B.

(e) Rent; Franchise Fee. Rent under the Initial Ferry Concessioner Lease shall be as
described in Section 3.4(c). The Parties agree that during the initial Term, the amount a Ferry
Concessioner pays to NPS as a Franchise Fee shall be excluded from the total gross revenues
used to calculate the Port’s percentage rent under the Ferry Concessioner Lease as further
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defined in the Lease and as shown in the example below. For purposes of determining the rent
under the Lease, gross receipts shall be as defined in the Ferry Concession Contract and shall
exclude only: (i) sums collected for any sales or excise tax imposed directly upon the Ferry
Concessioner by any duly constituted governmental authority (but only if stated separately from
the selling price of the goods, merchandise or services, and collected from customers, and in fact
paid to the appropriate governmental authority for which they are collected); (ii) audio and
interpretive tours revenue passed through to the Conservancy for tours on Alcatraz Island; (iii)
NPS Federal Lands Recreation Enhancement Act (“FLREA”) fees passed through to NPS; and
(iv) Angel Island Tram Tour and Park Entrance Fees passed through to California State Parks or
its concessioners. The Parties agree that administrative overhead or markups on these items will
not be excluded from gross receipts for purposes of determining rent under the Lease.
Notwithstanding the Franchise Fee as determined by NPS, the Parties agree that throughout the
Term for the purposes of determining rent paid to the Port, without Port’s approval in its sole
discretion: (i) exclusions from gross receipts under the Lease shall include only those specified .
above for purposes of calculating rent; and (ii) a Franchise Fee of no more than twenty-five and
one-half percent (25.5%) shall be excluded from the total gross receipts used to calculate the
Port’s percentage rent under any Ferry Concessioner Lease with the Port (but this provision shall
not limit NPS’s right to receive a higher Franchise Fee as set forth in the initial Prospectus or to
increase its Franchise Fee under future Ferry Concession Contracts). Adjustments to the
preceding sentence can only be made by mutual agreement of the Parties, each in its sole
discretion.

The following illustrates the calculation of gross receipts for ferry ticket sale revenues
under the Ferry Concessioner’s Lease for descriptive purposes only.

Total Monthly Ferry Ticket Sales gross $1,000,000 A
receipts under Ferry Concession '

Contract (before exclusions permitted by

gross receipts definition as modified by

Section 2.2(¢))
Total Exclusion from Gross Receipts for $250,000 B

. Ferry Ticket Sales
Adjusted gross receipts under
Port Lease for Ferry Ticket Sales $750,000 C=A-B
NPS Franchise Fee at up to 25.5% of $191.250 D=C*25.5%
gross receipts
Gross revenue under Lease for Ferry $558,750 E=C-D
Ticket Sales
Percehtage Rent Due under Lease for $41,906 F=E*7.5%

Ferry Ticket Sales (if, added to other
categories, exceeds monthly base rent).

NPS agrees that, any increase of other pass through fees included in the overall ticket
price (currently NPS “amenity fee” or Conservancy audio tour fee) or change in calculation or
collection of such fee will cause the overall ticket price to increase by the same amount, thus not
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decreasing the actual ticket revenue for the Ferry Concessioner or negatlvely affecting Port s
revenues under a Ferry Concessioner Lease.

(f) Embarkation Site Improvements. The Initial Ferry Concession Prospectus must
include a description of the required Embarkation Site Improvements (defined below in
Section 2.6(a)). The Initial Ferry Concession Contract must include as a schedule the Ferry
Concessioner Lease, which includes a requirement that the improvements shall be completed no
later than the date that is five (5) years after the effective date of the Initial Ferry Concession
Contract. Because the Initial Ferry Concession Lease and the Initial Ferry Concession Contract
address rights and obligations that, while separate and independent, nevertheless require
performance in part at the same location, NPS and the Port recognize that any material breach by
the Concessioner of the Initial Ferry Concession Lease may and any termination of the Initial
Ferry Concession Lease will affect the beginning and end point of the visitor services to be
provided by the Concessioner under the Initial Ferry Concession Contract. Consistent with this,
NPS agrees, independent of any action taken by the Port under the terms of the Initial Ferry
Concession Lease, to terminate the Initial Ferry Concession Contract in the event the
Concessioner fails to complete the required Embarkation Site Improvements (defined below in
Section 2.6(a)) within five (5) years of the effective date of the Initial Ferry Concession Contract,
with such termination to become effective (in order to allow for orderly solicitation and award of
the immediate next Ferry Concession Contract (“2nd Ferry Concession Contract™)) no later than
three (3) years after the date specified in the written notice of termination given to the
Concessioner by NPS (collectively, the “Improvements Early Termination Provision™). NPS shall
include in the 2nd Ferry Concession Contract a requirement to complete any Embarkation Site
Improvements that were not completed prior to termination of the Initial Ferry Concession
Contract and are required by the Port as well as an Improvements Early Termination Provision.
No information, notices or assurances regarding the Embarkation Site Improvements that are
provided by the Concessioner to NPS and/or by the Port to NPS shall establish a contractual
relationship between NPS and the Port.

(g) Additional Excursions. NPS shall include in the Ferry Concession Contract a
requirement that the Ferry Concessioner operate Interpretive Park Cruises. Notwithstanding any
other provision of this Agreement, there shall be no Interpretive Park Cruises allowed under any
subsequent Ferry Concession without the prior written consent of the Parties, each in its sole
discretion. NPS may also include ferry transportation from the Embarkation Site to Fort Baker
when associated infrastructure improvements at Fort Baker are completed.

During the initial Term, all Ferry operations from or to the Embarkation Site as required
or authorized in a Ferry Concession Contract, including without limitation Interpretive Park
Cruises, shall be subject to the same terms and conditions in this Agreement applicable to service
to Alcatraz Island; except that gross receipts under a Ferry Concessioner Lease shall include on-
vessel audio and interpretive tours revenues if the Interpretive Park Cruises include such
revenues.

(h) Assignment. Poit agrees that, as between Port and NPS, NPS has sole discretion
to approve or reject an Assignment of the Ferry Concession Contract, in which case Port will
consent to an Assignment of the Ferry Concessioner Lease to the new entity, provided that, as
further described in the form lease: (i) Port is given reasonable prior notice of the Assignment;
(ii) the Ferry Concessioner executes the Port standard form consent and pays the costs of Port’s
review to the extent provided in the Lease; (iii) the agreement between the assigning Ferry
Concessioner and the assignee includes the following terms: (A) assignee's express assumption
of, and acknowledgement and agreement that the assignee will be liable for, all of the Tenant's
obligations under the Lease; (B) an indemnification clause and waiver of claims provisions as
provided in the Lease; (C) provisions requiring that all of the assignee's insurance policies name
the City as an additional insured as required under the Lease and acknowledging Port's right to
demand increased coverage to amounts customarily required for similar operations under then
current market conditions; (D) a provision stating that if this Agreement or the Lease is
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terminated for any reason, the assignee's right to possession will terminate; (E) a provision under
which the assignee expressly waives any and all relocation assistance and benefits in connection
with the Lease to the extent permitted by applicable Laws; (F) Port shall participate in the
proceeds of any Assignment as provided in the Lease; and (G) if the proposed assignee is a
tenant of the Port, there must be no Event of Default under the relevant lease(s) and tenant must
be in compliance with all applicable City requirements at the time of the proposed transfer as
determined by Port in its sole discretion. The Parties acknowledge that the 1998 Concessions
Act governs assignments and NPS agrees that it will not unreasonably withhold its consent to an
Assignment to the extent that such consent is consistent with and allowed by the 1998
Concessions Act and/or other Laws.

2.3. Subsequent Ferry Concession Contracts. Subsequent to the Initial Ferry
Concession Contract, and in accordance with then applicable Law, NPS will solicit and subject
to the limitations of applicable Law (including without limitation the 1998 Concessions
Management Act) and any valid order of a court with jurisdiction, contract with successive Ferry
Concessioners during the Term in a timely manner. Unless specified below or otherwise in this
Agreement, the process and requirements (including as to timeliness) for subsequent Ferry
Concessioners will be the same as described above in Section 2.2 for the Initial Ferry Concession
Contract. The form lease for subsequent Ferry Concessioners is described in Section 3.5(a).

(a) Rent. Rent under Ferry Concessioner Leases subsequent to the Initial Ferry
Concessioner Lease shall be as described in Sections 3.5(b), 3.5(c) and 5.3(b).

(b) Interpretive Park Cruises. Asprovided in Section 2.2(g), subsequent Ferry
Concession Contracts shall not include Interpretive Park Cruises without the prior written
consent of the Parties, each in its sole discretion.

(¢) Other. In each solicitation for a Ferry Concession Contract, NPS will include as
part of the information furnished in the Prospectus and as a requirement of the Ferry Concession
Contract the terms and conditions established through the process described in Sections 4.1(e)
and 4.1(g) regarding transitions.

2.4. Conservancy. Port and NPS agree that, in order to enhance the Visitor
Experience, NPS selected the Conservancy to provide the interpretive retail and food and
beverage services and other public amenities at the Site and that the Board of Supervisors
exempted the Conservancy Lease from the City’s competitive bidding process.

2.5. Existing Leases. NPS acknowledges the following existing Port leases at the
Site:
) Port Amendment to and Restatement of Lease
No. L-125 01 as amended, with Hornblower Yachts, Inc., a California corporation
(“Hornblower Lease”) for portions of the Site compnsed of approximately: 42,952
square feet of open pier space at Pier 33 1%; 60,000 square feet of submerged land; and
7,035 square feet of shed space in Pier 33 as shown on Exhibif C (“Hornblower Lease
Premises”). The Hornblower Lease expired on October 31,2014 and has continued on a
month to month holdover basis with Port’s consent pursuant to Section 27 of the
Homblower Lease since that date.

(ii)  Port Lease No. L-15837 with San Francisco Pier 33 LLC,
a Cahforma limited liability company, as amended (“SF Pier 33 LLC Lease”) for portions
of the Pier 33 South Bulkhead building comprised of approximately 4,515 square feet on
the ground floor, and approximately 9,030 square feet on the second and third floors as
shown on Exhibit D (“SF Pier 33 LL.C Lease Premises”). SF Pier 33 LLC has several
subtenants. The SF Pier 33 LLC Lease expires on July 31, 2019.
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2.6. Permitting; Design Development for Initial Improvéments.

(a) Initial Improvements. The Initial Improvements consist of the following
improvements as more particularly described in the respective Leases: (A) by the Ferry
Concessioner (“Embarkation Site Improvements”): waterside infrastructure including new ferry
barges, docks and associated infrastructure, Pier 31% marginal wharf deck surface, Pier 33 shed
© visitor restrooms, Pier 31 bulkhead restrooms, Pier 33 bulkhead improvements, and
improvements to the interior of the Pier 31 and 33 sheds; and (B) by the Conservancy (the
“Conservancy’s Improvements”): Pier 31 interior bulkhead improvements including the build-out
of the Pier 31 bulkhead restaurant and the Pier 33 visitor contact station/interpretive retail center.
Unless specified otherwise in the respective Lease, each Tenant will construct, own and operate
and its respective Initial Improvements during the term of its Lease.

Construction of the Initial Improvements and operation of the Site require Regulatory
Approvals from Regulatory Agencies. Ferry Concessioner and/or the Conservancy as applicable
shall, at no cost to Port (other than Port’s own internal staff and attorney time and the cost of any
consultants retained by the Port), obtain all of the necessary Regulatory Approvals for
construction of the Initial Improvements no later than the date assigned to each in the schedule of
performance as required by the Leases.

In order to avoid delays as the Site transitions to the new Tenants, NPS will use diligent
efforts to complete the following no later than April 2, 2018. Port agrees that, in so doing, NPS
shall not become a permittee or be responsible for completing any improvements or associated
permit obligations, including mitigation or monitoring, contemplated to be performed by the new
Tenants. A

NPS shall:

(i) facilitate the submission of a permit application by the
Port and the Conservancy for a BCDC permit(s) for the construction of the Initial
Improvements and operation of the Site (and the Ferry Concessmner once selected, will
be added to the permit);

(i)  facilitate the submission of a permit application by the
Port for an Army Corps of Engineers permit for construction of the Embarkation Site
Improvements (including concurrence from National Marine Fisheries and US Fish and
Wildlife Service if needed) (and the Ferry Concessioner, once selected, will replace Port
as the permittee); and

(iii)  facilitate the submission of a permit application by the
Port for a RWQCB permit for construction and stormwater management (and the Ferry
Concessioner, once selected, will replace Port as permittee).

(b) Port Design Approval. The Ferry Concessioner and Conservancy shall obtain
Port’s approval (at a staff level, unless Port Commission approval is required) of the design of all
Exterior Improvements at the Site. Port shall provide such approval in a timely manner. In order
to avoid delays as the Site transitions to new Tenants, NPS may seek Port’s approval on behalf of
the Ferry Concessioner and the Conservancy in connection with the permits listed above.

(¢) Embarcadero Historic District. NPS acknowledges that the Site contains
contributing resources to the Port of San Francisco Embarcadero Historic District on the
National Register. Accordingly, all improvements are subject to review by Port for consistency
with the design policies and criteria set forth in the Waterfront Land Use Plan, Design and
Access Element, the Secretary of the Interior's Standards for the Treatment of Historic
Properties, and the Port of San Francisco Historic Preservation Review Guidelines for Pier and
Bulkhead Wharf Substructures attached hereto as Exhibit E.
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(d) Regulatory Approvals. NPS understands that Port is entering into this Agreement
in its capacity as a landowner with a proprietary interest in the Site (subject to the Public Trust)
and not as a Regulatory Agency with certain police powers and that Port has made no
representation or warranty that the necessary Regulatory Approvals to allow for construction of
the Concessioner’s and Conservancy’s Improvements and operation of the Site can be obtained.
NPS shall not submit an application for any Regulatory Approval without first obtaining the
approval of Port, which (except as set forth herein) shall not be unreasonably withheld,
conditioned or delayed, and NPS shall not become liable for completing such improvements or
associated monitoring or mitigation. Port shall cooperate reasonably with NPS in its efforts to
obtain Regulatory Approvals on behalf of the Tenants; however, NPS shall not agree to the
imposition of conditions or restrictions if: (1) Port is required to be a co-permittee under such
permit and such conditions and/or restrictions could create any obligations on the part of Port
off-Site or could otherwise encumber, restrict or change the use of Port property (other than the
Site), unless in each instance Port has previously approved, in Port's sole discretion, such
conditions or restrictions; or (2) Port is required to be a co-permittee under such permit and the
conditions or restrictions could créate any obligations on the part of Port on-Site, or could
otherwise encumber, restrict or change the use of the Site, unless in each instance Port has
previously approved, in Port's reasonable discretion, such conditions and/or restrictions.

Port shall provide NPS with its approval or disapproval under the prior paragraph in
writing to NPS within ten (10) days after receipt of NPS's written - request, or if Port's Executive
Director determines that Port Commission or Board of Supervisors action is necessary, at the
first Port and subsequent Board hearings after receipt of NPS's written request subject to notice
requirements and reasonable staff preparation time, not to exceed forty-five (45) days for Port
Commission action alone and sixty (60) days if both Port Commission and Board of Superv1sors
action is required.

Port shall join in any application by NPS or a Tenant for a BCDC permit or other
required Regulatory Approval for which Port is required to a co-permittee and execute such
permit where required, provided that Port shall have no obligation to join in any such application
or sign the permit if Port does not approve the conditions or restrictions imposed by BCDC or
other Regulatory Agency under such permit as set forth above.

2.7. Closure of Alcatraz Island.

As soon as possible after NPS knows of a potential ant1c1pated closure of Alcatraz Island
to visitors, NPS shall provide written notice to Port including the start date, estimated duration,
cause of closure, plan for re-opening, interim plan, estimated revenue impact, and other
information requested by Port of such anticipated closure.

(a) Port agrees to suspend base rent due from the Ferry Concessioner and the
Conservancy during periods when Alcatraz Island closes to visitors for more than one (1) day for
reasons outside NPS’s or its Agent’s control (such as weather, earthquake damage or a
government shutdown, but not deferred maintenance) to the extent that such interruption is not
covered by Tenant’s business interruption insurance. There shall be no abatement for base rent
for office uses (including for the upper floors of the Pier 33 South Bulkhead building) or for any
percentage rent under such circumstances.

(b) If the closure is due to deferred maintenance or other reasons within the control of
NPS or its Agents and continues for one (1) year, then, upon ninety (90) days’ prior written
notice, Port may terminate this Agreement without cost or liability. There shall be no rent
abatement or other concessions under the Leases during any such period or due to termlnatlon
under th15 Section.

(¢) While the Parties recognize that revenues will be significantly impacted during
any Alcatraz Island closure, during any such closure, NPS and Port will work together to
authorize the Ferry Concessioner to expand its offerings of Interpretive Park Cruises in a manner
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that attempts to protect the revenue stream for both Parties, subject to applicable Law, required
environmental review, Regulatory Approvals and approval processes and necessary agreements.

2.8. Subsequent Environmental Review. Without cost to Port (other than Port’s
internal staff and attorney time and the costs of any consultants retained by the Port), NPS and/or
the relevant Ferry Concessioner or the Conservancy shall conduct any environmental review
under federal, state or local Laws necessitated by NPS’s proposed changes or intensification of
uses, improvements or services beyond those approved under the Final Environmental Impact
Statement for the Alcatraz Ferry Embarkation project and MND. NPS shall not be responsible
for environmental review under federal, state or local Laws for changes or intensification of uses,
improvements or services proposed by the Ferry Concessioner or Conservancy; such
environmental review shall be the responsibility of the Ferry Concessioner or Conservancy, as
applicable, unless NPS agrees otherwise in writing.

2.9. Conditions Precedent to Ferry Concession Contract Execution. The following
are conditions precedent to NPS's obligation to execute any Ferry Concession Contracts required
under this Agreement:

(a) Port shall have performed all obligations under this Agreement required to be
performed on its part and no uncured Port Event of Default exists;

(b) No changes in Laws have occurred that would prevent the performance of NPS’s
or Port's obligations as contemplated in this Agreement;

(¢) The Ferry Concessioner shall have executed and delivered to NPS a Ferry
Concession Contract;

(d) Port and Ferry Concessioner shall have executed a Ferry Concessioner Lease in
the form included with the Prospectus that will become effective only as of the date of award
(within the meaning of 36 C.F.R. §51.3) of the Ferry Concession Contract (e.g. after completion
of any Congressional notifications and the expiration of waiting periods requlred by 54 U.S.C.
§101913(6) and execution by NPS);

(e) Asto the Initial Ferry Concessioner’s Lease, NPS shall have completed the items
relating to permitting listed in Section 2.6(a)(i) — (iii) to the extent permitted without assuming
obligations intended to be performed by the new Tenant;

(f) NPS shall have received and reasonably approved documentation submitted by
the entity selected to be the Ferry Concessioner that demonstrates its ability to meet the initial
investment requirements of the Contract. Because performance of the Contract is dependent on
Ferry Concessioner’s execution of the Ferry Concessionet’s Lease, which in turn requires the
Ferry Concessioner to construct certain improvements as described therein, NPS’s estimate of
the initial investment under the Contract shall include an amount deemed reasonably sufficient
for construction of Lease improvements by both NPS and Port. Such approval of Ferry
Concessioner’s adequate financial resources and/or financing by NPS shall in no way constitute
a guarantee to the Port of the adequacy of the amount or the availability of the funds when
needed;

.(g) Any applicable Congressional notifications required by 54 U.S.C. §101913(6) (or
any successor statute) have been completed and the waiting period prescribed by
54 U.8.C. §101913(6)(B) (or any successor statute) has expired; and

(h) Any Environmental and other regulatory review required by Law shall have been
completed.

The conditions precedent set forth above are intended solely for the benefit of NPS. Each
Party will use diligent efforts to meet or satisfy the conditions precedent within its control. If,
however, any condition precedent is not satisfied, NPS may, in its sole discretion and without
cost or liability, either waive in writing the condition precedent in question and proceed with
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execution of a Ferry Concession Contract or terminate this Agreement. NPS agrees that it will
not terminate this Agreement under this provision provided that there is an existing Port Lease in
effect with a Ferry Concessioner.

3. PORT’S OBLIGATIONS.

3.1. Pier 31% Marginal Wharf Improvements. Subject to availability of adequate
funding (which Port shall use its diligent efforts to secure) as approved and appropriated by the
Port Commission and Board of Supervisors each in its sole discretion, Port will use its diligent
efforts to perform improvements to the substructure of the Pier 31 margmal wharf as described
in this Section and in Exhibit F (“Port Pier 31% Marginal Wharf Improvements™) on a schedule
mutually agreeable to the Parties. Port shall be solely responsible for obtaining all Regulatory
Approvals required for the Port Pier 3172 Marginal Wharf Improvements. The Pier 31 %
Marginal Wharf Improvements are estimated to cost up to Five Million Dollars ($5,000,000.00).
If Port does not obtain funding to undertake the Pier 31 % Marginal Wharf Improvements by
December 31, 2019, the Port will work with the Ferry Concessioner to undertake this work in
accordance with the Ferry Concessioner Lease in exchange for rent credits.

3.2. Port’s Maintenance and Repair. Port is responsible for the maintenance and
repair of the Pier 31 marginal wharf substructure, Piers 31 and 33 bulkhead substructure and
seawall, and the exteriors of Piers 31 and 33 sheds. Port’s maintenance and repair obligations
are set forth in the Leases. Consistent with its routine maintenance and repair regime for similar
structures and subject to budgetary restrictions and appropriations, Port will (i) inspect the -
applicable substructure (including the seawall) and superstructure on a periodic and as-needed
basis, but no less frequently than every five (5) years, and (ii) will provide as-needed
maintenance and repairs in compliance with applicable codes regarding protection of health and
safety as determined in the sole discretion of the Port’s Chief Harbor Engineer in his/her
regulatory capacity as the Port’s chief building official.

3.3. Pier 31/ 33 Water Basin and Aprons. The Ferry Concessioner Lease 1ncludes
only a portion of the Pier 31/ 33 Water Basin and a portion of the Pier 31 and Pier 33 aprons.
The aprons and areas of the Pier 31/ 33 Water Basin outside the leased premises must remain
open for safe, unimpeded access to and from The Embarcadero and the leased areas, including
for vessel navigation. Accordingly, the Parties agree as follows: (A) all users of the Pier 31/ 33
Water Basin shall be required to navigate as close to the centerline as possible taking local
‘conditions (including currents) into consideration in order to leave the basin clear for the safe
maneuvering of vessels; there shall be no idling vessels in the basin; (B) each Ferry
Concessioner Lease will provide a vessel berthing, scheduling and operations plan to address use
of the Pier 31/ 33 Water Basin; and (C) except for vessels providing passenger services using the
aprons which shall be subject to NPS’s prior approval in NPS’s sole discretion based on
considerations of safety and Visitor Experience, Port reserves the right to allow use of the aprons
in connection with uses of the Pier 31/ 33 Water Basin in the case of emergencies and for the
following routine maritime uses without limitation: (1) layberthing (including potentially of the
Ferry Concessioner’s Alcatraz Island ferry vessels including under the Ferry Concessioner’s
right of first refusal as described in Section 3.4(f)), (2) maintenance and repair vessels, barges
and equipment including pile driving and dredging equipment, (3) fishing vessels associated with
the fish processing operations within the Piers 31 and 33 sheds; and (4) commercial or private
vessels laying over during regional trangit. For purposes of this Agreement, layberthing is
generally defined as berthing/storing a vessel that is not being deployed in some kind of in-water
service, typically for repairs or on stand-by orders including overnight berthing/storage.

3.4. Initial Ferry Concessioner Lease.

(a) Form Lease. Subject to satisfaction or waiver of all of the conditions set forth in
Section 3.8(a), Port agrees to enter into a Lease for portions of the Site with the Ferry
Concessioner substantially in the form of the lease attached as Exhibit B with no changes other
than (A) changes agreed to by the Parties in the sole discretion of each; and (B) to add new Laws
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and City Requirements effective subsequent to the Effective Date of this Agreement but prior to
the commencement date of the Lease.

(b) Lease Duration. Without limiting Port’s rights to terminate a Lease as provided
by the Lease, the term of the Ferry Concessioner Lease will be coterminous with the term of the
Ferry Concession Contract as described further in Section 2.2(c) of this Agreement.

(¢) Rent During Initial Term. As more particularly described in Exhibit B, initial
base rent shall be set at approximately $58,000 per month (or $696,000 per year). During the
Initial Term, percentage rent will be 7.5% of adjusted gross revenue on ferry service, 7.25% of
adjusted gross revenue from ferry food and beverage, and 8.00% of adjusted gross ancﬂlary
revenue. Rent shall be the greater of the guaranteed monthly base rent or percentage rent,
calculated and paid to the Port monthly. The Parties agree that gross receipts under the Ferry
Concessioner Lease shall exclude only the sums described above in Section 2.2(e). Annual base
rent escalation for office space will be three percent (3%). For all other parcels/uses, annual base
rent escalation will be two and one-half percent (2.5%). As more particularly described in
Exhibit B, initial rent for the Pier 33 office space shall be set at approximately $13,836 per
month (or $166,032 per year) escalated by 3.0% annually. This portion of the premises will not
be counted for purposes of calculating percentage rent.

(d) Embarkation Site Improvements. The form lease attached as Exhibit B describes
the Ferry Concessioner’s obligation to construct the Embarkation Site Improvements in
accordance with the deadlines set forth in the schedule of performance attached to the Lease and
provides monetary penalties for failure to do so. If the Initial Ferry Concessioner does not
complete the Embarkation Site Improvements, Port shall require the subsequent Ferry
Concessioner to do so.

(e) Subtenants; Mortgages. The Ferry Concessioner must obtain NPS’s and Port's
prior written consent to any Sublease, management agreement or similar agreement or of any
mortgage or other encumbrance secured by Port-owned property as provided under the terms of
the Ferry Concessioner Lease.

(f) Use of Aprons for Layberthing. Under the terms and condltlons set forth in
Exhibit B, the Ferry Concessioner shall have a one-time right of first refusal to enter into an
agreement with Port to use portions of the aprons for layberthing vessels used by the Ferry
Concessioner for Alcatraz service on the same terms and conditions as Port would allow such
uses by others.

(g) In the event that Port exercises its rights under a Ferry Concessioner Lease to relet
the premises or any part thereof to a third party for Ferry Concessioner’s account as a result of a
Ferry Concessioner’s lease default, Port agrees that it will not “relet” the Ferry Concessioner
- premises to a new tenant without the prior written concurrence of NPS.

3.5. Subsequent Ferry Concessioner Leases. Unless specified below or otherwise in
this Agreement, the lease terms for subsequent Ferry Concessioners will be the same as
described above in Section 3.4 for the Initial Ferry Concessioner Lease.

(a) Form Lease. Port will draft a form lease which shall conform with the
requirements of this Agreement and be based on the then-current Ferry Concessioner’s Lease
and the then-current standard terms and conditions in the Port’s form lease for similar operations,
including retail/maritime uses, and shall include all then-applicable City Requirements. Port will
provide NPS a reasonable opportumty to review and comment on the draft form lease as to
conformance with NPS’s planned solicitation process and requirements, provisions agreed upon
under this Agreement, and as to City Requirements to be included, whether the requirements
conflict with federal law or NPS would like to request waiver subject to Port Commission and
Board of Supervisor approval. The form lease shall be subject to approval by the Port
Commission and Board of Supervisors (if required) each in its sole discretion.
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(b) Rent During Initial Term . Rent for subsequent Ferry Concessioner Leases during
the Initial Term of the Agreement shall be as described in Section 3.4(c).

(¢) Rent During Extension Term(s) of this Agreement. Rent during any Extension
Term(s) under this Agreement shall be determined as provided in Section 5.4(b).

3.6. Conservancy Lease.

(a) Conservancv Lease. Subject to satisfaction or waiver of all of the conditions set
forth in Section 3.8(b), Port agrees to enter into a Lease for portions of the Site with
Conservancy substantially in the form attached as Exhibit G with no changes other than
(A) changes agreed to by Port and Conservancy in the sole discretion of each; and (B) to add
new Laws and City Requirements effective subsequent to the Effective Date of this Agreement
but prior to the commencement date of the Lease. Port will provide NPS a reasonable
opportunity to review and comment on the draft lease as to conformance with the requirements
of this Agreement. The lease shall be subject to approval by the Port Commission and Board of
Supervisors each in its sole discretion.

(b) Lease Duration. The Conservancy Lease shall be for a term of thirty (30) years.
The Conservancy shall have two (2) options to extend the term for ten (10) years each, provided
that this Agreement is extended for the applicable Extension Term as defined and described in
Section 5.2. The terms and conditions for extension of the Conservancy Lease are set forth in
the lease attached as Exhibit G

~ (¢) Execution and Delivery. The Conservancy will execute the Lease prior to the
Port seeking approval of this Agreement by the Port Commission. The Conservancy will take
possession of the relevant leasehold by the date that is ninety (90) days after the Conservancy
Lease is fully executed.

(d) Rent.

i) As more particularly described in Exhibit G, the rent to be
paid by the Conservancy for the initial thirty (30) year term of the Conservancy Lease
shall be approximately $27,500 per month (or $330,000 per year) escalated by 2.5%
annually. During the Initial Term, percentage rent will be 7.5% of gross revenue on
both food and beverage and retail land side operations. Rent during any extension
term(s) of the Conservancy Lease shall be determined as provided in Section 5.4(b).

The Parties agree that gross receipts under the Conservancy Lease shall exclude only the
following: (i) sums collected for any sales or excise tax imposed directly upon the
Conservancy by any duly constituted governmental authority (but only if stated
separately from the selling price of the goods, merchandise or services, and collected
from customers, and in fact paid to the appropriate governmental authority for which
they are collected); and (ii) audio and interpretive tours revenue paid to the Conservancy
for tours of Alcatraz Island; and (iii) revenues generated on Alcatraz Island, such as
sales from the on island book store.

(i)  As further described in the Conservancy Lease, Port
agrees to abate rent during the construction of the Conservancy’s Improvements for up
to a maximum period of Two Hundred Seventy (270) days.

(e) Conservancy’s Improvements. The Conservancy Lease attached describes the
Conservancy’s obligation to construct the Conservancy’s Improvements in accordance with the
deadhnes set forth in the schedule of performance attached to the Conservancy Lease.

(f) Transfer; Subtenants; Mortgages. The Conservancy must obtain Port's and NPS’s
prior written consent to any transfer (as defined in the Conservancy Lease), and Port’s and NPS’s
prior written consent to any Sublease, management agreement or similar agreement or of any
mortgage or other encumbrance secured by Port-owned property as provided under the terms of
the Conservancy Lease. :
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(g) Inthe event that Port exercises its rights under the Conservancy Lease to relet the
premises or any part thereof to a third party for Conservancy’s account as a result of a
Conservancy lease default, Port agrees that it will not “relet” the Conservancy’s premises to a
new tenant without prior consultation with NPS as to the Visitor Experience. -

3.7. Existing and New Leases.

(a) Port reserves the right to execute new leases or other property use agreements
allowing parking, temporary storage, construction lay down or similar uses at the Site or any
portion thereof prior to the anticipated delivery of the Site to the Initial Ferry Concessioner and
Conservancy, provided that any such new agreement shall expire or be terminable by Port prior
to the anticipated delivery of that portion of the Site under the Leases unless otherwise approved
by NPS. Any other new lease or other property use agreement for the Site or any portion thereof
shall be subject to NPS’s approval not to be unreasonably delayed or withheld.

(b) Port agrees to use diligent efforts including prosecution of an unlawful detainer
action should it be necessary to ensure that existing tenants or others surrender their property
rights in a timely manner upon expiration or termination of their respective agreements in order
to execute and deliver new Leases but Port shall not be liable for damages, delays or claims due
to its failure to regain possession of the Site or any portlon thereof provided that Port has used
diligent efforts.

3.8. Conditions Precedent to Lease Execution. The following are conditions
precedent to Port's obligation to execute the Leases.

(a) Ferry Concessioner Leases.

4] NPS shall have performed all obligations under this
Agreement required to be performed on its part and no uncured NPS Event of Default
exists;

(i)  If the proposed Ferry Concessioner is or was a tenant of
the Port, there must be no Event of Default occurring within the previous five (5) years
for which the Port could have terminated (after written notice to the proposed Ferry
Concessioner and opportunity to cure) under the relevant lease(s) as determined by Port
in its sole discretion;

(iii)  No changes in Laws have occurred that would prevent the
performance of NPS’s or Port's obligations as contemplated in this Agreement;

(iv)  As to the Initial Ferry Concessioner’s Lease, NPS shall
have completed the items relating to permitting listed in Section 2.6(a)(i) — (iii) to the
extent permitted without assuming obligations intended to be performed by the new
Tenant;

(v)  The Ferry Concessioner shall have executed and delivered
to Port a Lease on the form approved by Port (including any revision that has been
properly approved in accordance with applicable Laws and this Agreement) and have
delivered to Port the security deposit, satisfactory evidence of insurance and first
months’ rent as required by the Lease;

(vi)  Port shall have received and reasonably approved
evidence of adequate financing for the Embarkation Site Improvements (or subsequent
improvements by Ferry Concessioners), including evidence of its ability to meet any
debt service obligation(s) attendant thereto and duly executed and authorized
performance bonds and other guarantees required by Port;

(vii) Port and City shall have received and approved the
submissions and other actions tenants are required to make prior to Port’s execution
including those relating to City Requirements as specified the Leases; and
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(viii) Environmental and other regulatory review has been
completed in compliance with Laws and the Port Commission's and Board of
- Supervisors’ approval, by resolution, of this Agreement, the Lease and any other
transaction document to be executed by Port shall have been obtained; and

(ix) The Ferry Concessioner shall have signed the Concession
Contract and NPS shall have prepared it for submittal for applicable Congressional
notifications as described in Section 2.9(g) above.

Provided that the conditions in the above (i) — (ix) are met, Port will execute a
Ferry Concessioner Lease which the Parties agree will not become effective until the
Ferry Concession Contract becomes effective.

(b) Conservancy Lease:

@ NPS shall have performed all obligations under this
Agreement required to be performed on its part and no uncured NPS Event of Default
exists;

(ii) . No changes in Laws have occurred that would prevent the
performance of NPS’s or Port's obligations as contemplated in this Agreement;.

(iii)  NPS shall have completed the items relating to perm1tt1ng
listed in Section 2.6(a)(i) —(iii);

(iv)  The Conservancy shall have executed and delivered to
Port a Lease on the form approved by Port and have delivered to Port the security
deposit, satisfactory evidence of insurance and first months’ rent as required by the
Lease;

(v)  Port shall have received and reasonably approved
evidence of adequate financing for the Conservancy’s Improvements, including
evidence of its ability to meet any debt service obligation(s) attendant thereto and duly
executed and authorized performance bonds and other guarantees required by Port;

(vi) Port and City shall have received and approved the
submissions Tenants are required to make prior to Port’s executlon relating to City
Requirements as specified the Leases; and

(vii) Environmental and other regulatory review has been
completed in compliance with Laws and the Port Commission's and Board of
Supervisor’s approval, by resolution, of this Agreement, the Lease and any other
transaction document to be executed by Port shall have been obtained.

(¢) The conditions precedent set forth above are intended solely for the benefit of the
Port. Each Party will use diligent efforts to meet or satisfy the conditions precedent within its
control. If any condition precedent is not satisfied, Port may in its sole discretion and without
cost or liability, waive in writing the condition precedent in question and proceed with execution
of a Lease, discuss other options with NPS or terminate this Agreement. Port agrees that it will
not terminate this Agreement under this provision provided that there is an existing and
operational Ferry Concession Contract in place.

4. JOINT OBLIGATIONS.
4.1. Cooperation/Coordination.

(a) Cooperation. Subject to the terms and conditions of this Agreement, the Parties

- agree to cooperate each at its own cost, to do or cause to be done, all things reasonably necessary
or advisable to carry out the purposes of this Agreement, including the execution and delivery of
any additional documents. The obligations and covenants of the Parties are interdependent. The
Parties will each bear the costs of their own approval processes (including all levels of approval,
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e.g. Port Commission, Board of Supervisors) and no fees or reimbursement to each other will be
charged. Due to the long term nature of this partnership, the Parties agree that they will work
together to resolve differences in a cooperative manner.

(b) Copies of Official Correspondence. Each Party will provide contemporaneous
copies of official correspondence (written correspondence and not email communications) with
the Ferry Concessioner/Tenant and the Conservancy/Tenant regarding material financial and
operational matters for the Site, with redactions of information protected from disclosure by Law
(such as confidential business information or trade secrets), but either Party’s failure to do so will
not constitute a breach of this Agreement.

(¢) Timeframes. Except as otherwise provided in this Agreement, all timeframes in
this Agreement may be extended by mutual agreement of the Parties.

(d) Initial Transition; Phased Delivery of Premises; Construction Phasing.

@ Initial Transition.

(1) Laydown/Staging Space. If space within the Site is not
available, Port will use diligent efforts to identify adjacent and/or nearby space for the Ferry
Concessioner’s use for laydown/staging, subject the Ferry Concessioner entering into a Port
license or other agreement subject to Port’s standard terms and conditions for such agreements
- and payment of rent as specified in the then-current published Port Commission-approved rental
rate schedule; provided that, Port agrees to waive the requirement to pay rent for up to 3,000
square feet of space for up to two (2) years during construction of the Embarkation Site
Improvements. In order to qualify for the rent waiver, the Ferry Concessioner must demonstrate
continuous active use of such space in connection with construction of the Embarkation Site
Improvements.

(2) Condition of Premises; Maritime and Other Improvements.
The Parties will work together towards a smooth initial transition to the Conservancy and Initial
Ferry Concessioner with no interruptions to Alcatraz Island service. The Parties will meet and
confer regarding the requirements of the existing lease and ferry concession contract and will
make diligent efforts as allowed by those agreements and Laws, to achieve an orderly and
coordinated transition of operations in order to avoid disruption of services to the visiting public
and minimize transition expenses. The Parties will use diligent efforts to obtain the agreement
and cooperation of the current ferry concessioner or otherwise provide for the timely transfer of
- personal property the Ferry Concessioner is obligated to transfer on the marginal wharf to the .
next operator.

(i)  Phased Delivery of Premises. As further defined in the

Leases:

(1) Port will deliver premises to the Ferry Concessioner generally
as follows: all parcels except the Pier 33 South Bulkhead building upon full Lease execution
and, subject to the provisions of Sections 3.7(b) and 8 (Force Majeure), the Pier 33 South
Bulkhead building in 2019. Once the Ferry Concessioner completes the required Embarkation
Site Improvemerts on the Pier 33 South Bulkhead building, the Ferry Concessioner Lease will
terminate as to certain portions of the Pier 33 South Bulkhead building and that space will be
added to the Conservancy Lease.

(2) Port will deliver premises to the Conservancy generally as
follows: Pier 31 bulkhead upon full Lease execution and portions of the Pier 33 South Bulkhead
building after the Ferry Concessioner completes the required Embarkation Site Improvements on
the Pier 33 South Bulkhead building.

(e) Transition Plan For Successive Ferry Concessioners.
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@ NPS will include in any Ferry Concession Contract
requirements for transition to a new Ferry Concessioner regarding Site-specific issues
that will include the following: (1) cooperation prior to the expiration of the Ferry
‘Concession Contract regarding continuation of operations to provide for no interruption -
of service from the Site to Alcatraz Island due to a change in the Ferry Concessioner; (2)

~ cooperation with the transfer or assignment of all contracts and licenses entered into by
the Ferry Concessioner that the successor Ferry Concessioner elects to assume and (3)
provision of a detailed list of personal property owned or leased by the Ferry
Concessioner at the Site that are essential to maintaining the continuity of operations or
the special character of the concession operations..

(i)  Port will include in each Lease standard requirements
regarding surrender of the premises including that: (1) unless specified otherwise by
Port, permitted improvements constructed on or affixed to the premises shall, upon
expiration or termination of the Lease, become part of the realty owned by Port and shall
remain on the premises without compensation to Tenant; (2) before the expiration or
earlier termination of the Lease, Tenant shall remove from the premises, and repair any
damage caused by removal of, Tenant's personal property; and (3) any items not
removed shall be deemed abandoned and Port may retain, store, remove, and sell or
otherwise dispose of it pursuant to Law at Tenant's cost without cost or liability to Port.

f) Contingency Planning in Case of Delayed Transition. No less than
sixty (60) days after execution of a Ferry Concession Contract, if the Parties believe there
may be a delayed transition, the Parties will meet and confer to discuss the transition
between Ferry Concessioners. During and subsequent to this meeting, the Parties will
develop contingency plans to facilitate continued service to and from Alcatraz Island in
case of a delayed transition. These contingency plans may include an alternative
temporary Port embarkation site, subject to all required environmental review, Regulatory
Approvals and approval processes and necessary agreements.

(g) Preparation for Subsequent Ferry Concessioners. No later than forty-two (42)
months prior to the expiration of a Ferry Concession Contract, the Parties will meet to consult
and discuss coordination of the upcoming solicitation, including without limitation, any open
issues with the current operations or operator, removal of and new improvements that would
materially affect Visitor Experience, and new Federal and City Requirements. The Port will
inform NPS regarding any deferred maintenance or improvement needs for subsequent leases.

(h) Resolution of Disputes; Non-Binding Mediation. The Parties shall attempt to
resolve any matters of dispute under this Agreement at the designated staff levels as follows.
Each Party will designate staff to be the initial person or persons to discuss any apparent dispute
or disagreement between the Parties and to initiate this procedure. Each such designated person
may contact his or her counterpart at the same level at any time to raise any apparent
disagreement related to this Agreement. For the Port, the first-level person shall be the Senior
Property Manager for the Northern Waterfront; for NPS, the first-level person shall be Chief,
Business Management Division, GGNRA. For matters not resolved at the first level, the second-
level person for the Port shall be Deputy Director for Real Estate and for NPS shall be Deputy
Superintendent, GGNRA. For matters not resolved at the second level, the third level person for
the Port shall be Port’s Executive Director and for NPS shall be General Superintendent,
GGNRA. The Parties can change the designated persons at any time by written notice to the
other Party. The time period provided for dispute resolution at each level will be ten (10)
business days unless the designated level persons for both Parties agree to extend such time
period.

If a matter is not resolved at the third level of dispute resolution, either Party may initiate
non-binding mediation by providing notice to the other Party. Upon such notice, the Parties
shall, within thirty (30) days, attempt to agree upon a single mediator and the process/rules for
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such non-binding mediation. If the Parties cannot agree on a mediator, the Parties will each
prepare a two (2) page statement setting forth the nature of the dispute and provide the
statements to the San Francisco Office of Judicial Arbitration and Mediation Services, Inc. or a
similar successor entity (JAMS) and ask JAMS to appoint an appropriate mediator from the Bay
Area and to set the process/rules. Any efforts at mediation shall conclude within ninety (90)
days of the initial notice, unless the Parties mutually agree to extend the time period for

the mediation. After one (1) day of mediation, either party may terminate the mediation at any
time without penalty. Any mediation under this Agreement shall be non-binding.

Each Party shall bear its own costs for the mediation and the cost of the mediator and
other joint costs shall be split equally by the Parties.

As part of any dispute resolution process the Parties may consider commercially and
operationally reasonable measures (including amendments to this Agreement or to a Contract,
Other Agreement or Lease subject to all required environmental review, Regulatory Approvals
and approval processes) to ensure: (1) continued maximum public access to a suitable
embarkation site and (2) preservation of revenue to the Parties. These measures could include
without limitation: identifying an alternative temporary Port embarkation site to prevent or -
minimize disruption of access to Alcatraz Island, partnering with Regulatory Agencies to
develop a streamlined approach to any required Regulatory Approvals for needed improvements,
and planning and implementing new investment in a cost effective manner including by
providing rent credits to Tenants to perform work at the Site.

(i) Notice of Potential Claims. Each Party will provide written notice to the other as
soon as it has information that could result in a claim against either Party.

(i) The Parties intend to comply with any required environmental and regulatory
reviews and approvals necessary for any proposed changes to vessel landing operations at Fort
Baker.

4.2. Other Agreements. With respect to all Other Agreements, the Parties agree as
follows:

(a) Enforcement. As set forth in Section 11.14, neither party is a third party
beneficiary of the agreements of the other party. Each Party is responsible at its own cost and in
its own reasonable judgement in accordance with Laws and standard practices for enforcing all
aspects of its Other Agreements with respect to the Site. While recognizing that neither Party is
a third party beneficiary of the agreements of the other Party, the Parties acknowledge that
because the Lease and Ferry Concession Contract are interrelated to the extent they address
different actions but at the same Site, any breach by the Ferry Concessioner of the Lease or
Contract may affect the beginning and end point of transportation services to be provided to the
visiting public as well as Visitor Experience. The Parties intend to provide for an orderly
transition in the event of a material breach by the Ferry Concessioner that results in a termination
of a Ferry Concession Contract or Lease. The Parties will use the following process in the event
of a breach by the Ferry Concessioner. If a Party gives the Ferry Concessioner notice of breach
under either a Ferry Concessioner Lease (if Port) or the Ferry Concession Contract (if NPS), it
shall also provide notice of such breach to the other Party at the same time. Within ten (10) days
following notice of default, the Parties will meet and confer (in person not required) to discuss
the reasons for the notice of breach, steps that the Ferry Concessioner may be taking to cure, and
whether the Ferry Concessioner Lease or Ferry Concession Contract may be terminated. If the
Ferry Concessioner fails to cure in accordance with the cure provisions of the Ferry
Concessioner Lease or Ferry Concession Contract, and the Party elects to proceed with
termination for default, the Parties will meet and confer to discuss how to provide for an orderly
transition to a new Ferry Concessioner. The Parties intend that the transition to a new Ferry
Concessioner will follow this Agreement, subject to applicable Law, without causing an
interruption in service to Alcatraz Island.
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(b) Coterminous. As provided in this Agreement, for purposes of the Parties’
obligations to each other, the term of each Ferry Concessioner Lease and Ferry Concession
Contract are intended to be coterminous and the term of any Other Agreement is not intended to
survive the expiration or earlier termination of this Agreement. But, notwithstanding anything to
the contrary in this Agreement and for purposes of clarity, this Agreement is not intended to and
shall not preclude either Party from continuing an Other Agreement after the expiration or earlier
termination of this Agreement, provided that such Other Agreement does not purport to bind the
other Party or to create or impose any obligations or liabilities of the other Party. For example,
and as further described in Section 5.5 should Port terminate this Agreement due to a risk to
public safety at the Site, NPS’s rights with respect to its Ferry Concessioner would be not be
affected as to issues unrelated to the Site and NPS would not be required to terminate its Ferry
Concession Contract but could choose to continue with that Ferry Concessioner at an alternative
embarkation site. The leases will provide for an interim lease extension term in the event that
this Agreement terminates under either Section 5.5(a) or 5.5(e) due to conditions at Alcatraz
Island, so that the Ferry Concessioner will have an opportunity to recoup its investment in the
Embarkation Site Improvements at the Site; provided that the Ferry Concessioner has completed
the Embarkation Site Improvements, is not in default under the lease and meets other conditions
as set forth in the lease.

(¢) Amendment. The Parties shall not make any material modification or amendment
to any Other Agreement that is inconsistent with the terms of this Agreement (including
modifying required improvements or other modifications that may affect the Visitor Experience)
without the prior written consent of the other Party.

4.3. Interruption of Alcatraz Island Service Due to Construction.

The Parties do not anticipate any break in the ability to serve Alcatraz Island throughout the
Term due to construction of the Conservancy’s Improvements, Embarkation Site Improvements,
the Port’s Pier 31% Marginal Wharf Improvements or any other improvements or maintenance
and repairs by either Port or Tenants. The Leases will include provisions requiring coordination
among Ferry Concessioner, Port, and Conservancy for scheduling all work at the Site to avoid
and/or minimize any disruption in service to Alcatraz Island. If, despite the Parties’ diligent
efforts, the Port’s activities discussed in this section result in a documented loss of Alcatraz
Island customers in any month, such that a Tenant’s percentage rent due is less than that
Tenant’s base rent due, then, as the sole remedy for instances described in this Section 4.3 where
the Parties are making diligent efforts and there still is a documented loss, Port will provide rent
abatement to such Tenant in the form of a prorata reduction in base rent on a per square footage
lost basis for up to a maximum of six (6) months.

4.4. Contacts with Regulatory Agencies. The Parties acknowledge the importance of
maintaining professional working relations with state and federal agencies and acting in
accordance with their respective missions. Accordingly, the Parties agree as follows:

(a) Binding Agreements. Each Party will provide the other Party with an opportunity
to comment over a period of no less than thirty (30) days prior to entering into a binding
agreement (including a binding term of a Regulatory Approval) with a Regulatory Agency
related to the Site or that will materially affect the Ferry Concessioner’s vessel size or times in
which it could land at Alcatraz Island as to whether any proposed binding agreement relating to
the activities covered under this Agreement would, in the other Party’s view, negatively impact
that Party as to the substantive legal, strategic, design of improvements, operations, or other
material issues affecting the Site, the Ferry Concessioner’s vessel size, or times in which the
Ferry Concessioner could land at Alcatraz Island. The Parties agree to discuss in good faith any
provision of any such binding agreement.

(b) Studies. If submitted to a Regulatory Agency, each Party will provide a copy of
any required technical studies or reports pertaining to the physical condition of the Site to the
other for review and comment no less than five (5) days before submission.
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4.5. Media; Public Relations and Outreach

(a) Public Relations and Qutreach. Each Party shall notify the other at least two (2)
days in advance of press releases mentioning the Site or the other Party. The Parties may review
the other Party’s social media content for appropriateness and accuracy and can require removal
of any offensive, inaccurate or inappropriate postings.

(b) Promotional Material. Each Party shall submit to the other any new or updated
promotional material, including without limitation to brochures, videos and website information
referencing the other Party at least thirty (30) days prior to the proj ected need.

(¢) Use of'the NPS Arrowhead. In order to support and reinforce the objectives of
this Agreement, the Port shall be allowed to use the NPS Arrowhead, other NPS graphic identity
elements, and accompanying typographic identification on Port promotional channels and
materials, subject to NPS standards and guidelines. The Port may not use the Arrowhead on
merchandise, souvenirs or clothing.

(d) Port Signage and Branding. Port shall be entitled to identify the Site as Port
property, install signage and use the Site in promotion (subject to Section 4.5(b), media, and
presentations. All on-Site elements must be mutually agreed to by the Parties.

5. TERM.

5.1. Initial Term. The Term shall commence on the Effective Date and shall expire
on June 30, 2049, unless earlier terminated in accordance with the terms of this Agreement (the
"Explratlon Date")

5.2. Extension Terms. Provided that all the terms and conditions of this Section 5.2
are satisfied, NPS shall have two (2) options to extend this Agreement with respect to the
Conservancy Lease and/or the Ferry Concession for ten (10) years each (each an "Extension
Option” for an "Extension Term'"). NPS agrees that it will not extend the Term as to the
Conservancy if any material Tenant Event of Default as defined by the Conservancy Lease and
determined by Port in its sole discretion is outstanding at the time NPS notifies Port of its intent
to extend, in which case Port may elect by written notice to NPS to reject the extension in which
case the Conservancy Lease will expire as of its original expiration date. Unless extended by
mutual agreement by the Parties, no later than five (5) years prior to the Expiration Date, NPS
may exercise an Extension Option by providing Port with written notice of its intent to exercise
an Extension Option. NPS’s exercise of an Extension Option shall be non-revocable, provided
that nothing in this sentence shall limit or otherwise restrict NPS’s rights under other provisions
of this Agreement including without limitation NPS’s right to terminate this Agreement (see
Section 5.5) and conditions precedent to Ferry Concession Contract execution (see Section 2.9).
The agreement between the Parties during any Extension Term shall be upon all of the terms,
covenants and conditions of this Agreement, except that the Expiration Date shall mean the date
the relevant Extension Term expires.

If any Event of Default by NPS occurring within the previous five (5) years is
outstanding hereunder at the time of NPS's exercise of the Extension Option (after notice and the
expiration of all applicable cure periods), then Port no later than ninety (90) days after receipt of
NPS’s notice of intent to exercise an Extension Option, may elect by written notice to NPS to
~ reject NPS’s exercise of an Extension Option, whereupon the Extension Option shall be null and
void.

If NPS fails to exercise an Extension Option within the timeframe specified above or Port
rejects NPS’s exercise of an Extension Option in accordance with this Section, then this
Agreement will terminate as of the original Expiration Date.

5.3.Conservancy Extension Options . As further provided in and subject to the terms
and conditions set forth in the Conservancy Lease, if NPS exercises an Extension Option as to
the Conservancy Lease as described in Section 5.2 and Port does not reject such Extension
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Option as to the Conservancy Lease no later than ninety (90) days after receipt of NPS’s notice,
then, within ninety (90) days, the Conservancy may exercise its extension option for the same
period by providing Port with written notice of its intent. Conservancy’s exercise of an
extension option shall be non-revocable.

5.4. Terms During Extension Term(s).

(a) Ferry Concessioner Lease General Terms. Other than Ferry Concessioner’s Rent
during Extension Term(s) as provided in subsection (b), new Federal Requirements, new City -
Requirements and any terms mutually agreed to in advance by the Parties (and subject to
approval by the Port Commission, the Board of Supervisors and the Mayor, each in their
respective sole discretion if required), during any Extension Term this Agreement shall be upon
all of the same terms, covenants and conditions as during the initial Term, except that the
Expiration Date shall mean the date the relevant Extension Term expires.

(b) Fair Market Rent Determination; Appraisal Process. Rent under a Ferry
Concessioner Lease and the Conservancy Lease (if applicable) during each Extension Term shall |
be adjusted to equal the then fair market value rent to be composed of a monthly rental base rent
and percentage rate component (including exclusions and deductions from gross revenues and
the amount and treatment of the Franchise Fee as to the Ferry Concessioner) subject to
escalations as may be determined as described below (“Extension Term FMV Rent”).
Notwithstanding the Extension Term FMV Rent determination process as provided in this
Section, in no event will the base rent during an Extension Term be less than the base rent in
effect as of the original Expiration Date or the expiration date of the prior Extension Term as the
case may be.

The methodologies and standards for determining Extension Term FMV Rent shall be
consistent with the Uniform Standards of Professional Appraisal Practice (or, in the case of its
discontinuance, with any successor standards applicable to commercial properties similar to the
Site). Any appralsal conducted under this Section 5.3 (b) shall be by California licensed
commercial real estate appraisers with at least fifteen (15) years of commercial appraisal
experience who hold the MAI designation from the Appraisal Institute or if the Appraisal
Institute no longer exists, shall hold the senior professional designation awarded by the most
prominent organization of appraisal professionals then awarding such professional designations
(a “Qualified Appraiser”). For each Extension Term FMV Rent, the Qualified Appraisers shall
determine the following;:

@) Fair market value monthly rent (base and percentage) in monéy
for the premises described in the Ferry Concessioner Lease and/or the Conservancy
‘Lease;

(ii) The frequency and method of escalation of Extension Term

FMYV Rent (e.g., Consumer Price Index-based escalation or periodic fixed-percentage
escalations) and any minimum or maximum escalation expressed on a percent basis as
may be determined by the market as appropriate for (A) office use and (B) all other uses
(“Interim Escalation™).

(¢) The Extension Term FMV Rent shall be determined as follows.

All timeframes described below may be extended by mutual agreement of the Parties, but
the final Extension Term FMV Rent shall be effective on the first date of an Extension Term. In
the event that the Extension Term FMV Rent is not finally determined on the first date of an
Extension Term, the Extension Term FMV Rent as proposed by Port pursuant to
Section 5. 4(0)(1) shall take effect on the first date of an Extension Term and shall be adJusted
with an invoice or credit once the Extension Term FMV Rent is finally determined as provided
hereunder.
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@) Port shall propose the Extension Term FMV Rent for the first
Extension Term by using its good faith judgment based upon the components described
in Section 5.4(b)(i) — (ii) above and shall submit to NPS its written determination of the
Extension Term FMV Rent no less than fifty-four (54) months prior to the Extension
Term start date. If the Parties fail to mutually agree on the Extension Term FMV Rent
within nine (9) months of the date Port submitted its determination of the Extension
Term FMV Rent to NPS or by such earlier date as mutually agreed in writing by the
Parties (the “Negotiation Period”), then the Extension Term FMV Rent shall be set by the
appraisal process described below, provided, however that the Parties may mutually
agree to the Extension Term FMV Rent at any time prior to the appraisal process being
completed.

(ii) No later than sixty (60) days after the expiration of the
Negotiation Period, the Parties shall meet and confer on appraisal instructions based on
the components set forth in Section 5.4(b)(i) — (ii) above. The Parties shall negotiate in
good faith to agree on a single set of joint appraisal instructions, but nothing in this
Agreement shall be construed as requiring the Parties to agree on appraisal instructions.
No later than forty-five (45) days after the Parties meet and confer on appraisal
instructions, each Party, at its own cost and by giving notice to the other Party, shall

-appoint a Quahﬁed Appraiser to prepare an appraisal of the Extension Term FMV Rent

using the single set of agreed- -upon joint appraisal instructions if the Parties have agreed,
or using their own instructions (“Appraisal Instructions™). If a Party does not appoint a
Qualified Appraiser within such 45-day period, the single Qualified Appraiser appointed
shall be the sole appraiser and shall prepare the appraisal. Each Qualified Appraiser
shall conduct an independent appraisal based on the Appraisal Instructions within sixty
(60) days after appointment. Each Qualified Appraiser may utilize the services of
special experts, including experts to determine without limitation, property condition,
market lease rates, leasing commissions, renovation or upgrade costs and other pertinent
matters. Further, either Party may submit simultaneously to both Qualified Appraisers
any information regardmg the premises or. Lease terms and conditions that is deemed by
the Party pertinent to the determination of the Extension Term FMV Rent. The Parties
shall cause each Qualified Appraiser to submit simultaneously to both Parties his or her
written opinion of the Extension Term FMV Rent with supporting data and analysis.
Neither of the Qualified Appraisers shall have access to the appraisal of the other
(except for the sharing of objective information contained in such appralsals) until both
of the appraisals are submitted to the Parties.

(iii)  If the higher appraised monthly base rent component described in
Section 5.4(b)(i) is one hundred ten percent (110%) or less than the lower appraised
monthly base rent component, then the final FMV for that component shall be the -
average of such two (2) figures (rounded to the nearest $1.00).

For each use category analyzed by the appraisers, if the higher

appraised percentage rent is fifty (50) basis points or less than the lower appraised percentage
rent for the same category, then the final FMV for that category shall be the average of such two
(2) figures (rounded to the nearest tenth (10™) of a percentage point.

If the two Qualified Appraisers determine different Interim

Escalations, then the Parties’ Qualified Appraisers shall met and endeavor to mutually agree
upon a final Interim Escalation.

(iv) For any component or use category that exceeds the ranges set
forth above (e.g., the difference in appraised base rent is more than 110% or the
difference in any use category for percentage rent is more than fifty (50) basis points) or
if the two Qualified Appraisers cannot agree upon an Interim Escalation (collectively
“Disputed Appraisal Components™), then the Parties shall cause the first two Qualified
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Appraisers to agree upon and appoint an independent third Qualified Appraiser within
thirty (30) days after both of the first two (2) appraisals have been submitted to the
Parties and shall inform the Parties of their appointment at or before the end of such 60-
day appointment period. The third Qualified Appraiser shall also have experience acting
as a third Qualified Appraiser in cases of disputes.

) Within five (5) days of appointment, the third Qualified
Appraiser shall submit a declaration to the Parties disclosing any work performed by
such Qualified Appraiser for either Party, any entity related to either Party, or their
attorneys, principals, or officers, and any relationship between the third Qualified
Appraiser and either Party that could reasonably be construed as a conflict of interest.
Within ten (10) days of receipt of such declaration, either Party may, by written notice to
the other Party and the two Qualified Appraisers, raise a good faith objection to the
selection of the third Qualified Appraiser based on his or her failure to meet the
requirements of this Section, experience, past working relationships with the Parties, and -
any other matters relevant to the appraisal set forth in this Agreement. In such event, if
the two (2) Qualified Appraisers determine that the objection was made in good faith,
the Parties shall cause the two (2) Qualified Appraisers to promptly select (but in no
case longer than ten (10) days) another third Qualified Appraiser, subject again to the -
same process for the raising of objections. If neither Party raises a good faith objection
to the appointment of the third Qualified Appraiser within ten (10) days after receipt of
the declaration, each such Party shall be deemed to have waived any issues or questions
relating to the quahﬁcatlons or independence of the third Qualified Appraiser or any
other matter relating to the selection of the third Qualified Appraiser under this
Agreement. If for any reason the two Qualified Appraisers do not appoint a third
Qualified Appraiser within the designated period after they have submitted their two (2)
appraisals to the Parties (or within a reasonable period thereafter not to exceed sixty (60)
days in the event a good faith objection is made as provided above), then either Party
may apply to the American Arbitration Association or any similar provider of

- professional commercial arbitration services for appointment in accordance with the

rules and procedures of such organization of an independent third Qualified Appraiser
meeting the foregoing qualifications.

(vi) Each Party shall bear the fees, costs and expenses of the
Qualified Appraiser it selects and of any experts and consultants used by that Qualified
Appraiser. Each Party shall bear one-half (1/2) of the cost of any fee associated with
selecting and charged by the third Qualified Appraiser (if any).

(vii) The third Qualified Appraiser shall not perform another
independent appraisal, but within sixty (60) days after his or her appointment, shall
review the first two appraisals with respect to the Disputed Appraisal Element and, after
prior written notice to the Port and NPS, convene a meeting with the first two (2)
Qualified Appraisers to review and discuss Disputed Appraisal Elements as presented in
the appraisals prepared by each of the Parties’ Qualified Appraisers. Prior to this
meeting, the Port and NPS may each submit supplemental written information related to
a Disputed Appraisal Element to all three (3) Qualified Appraisers. If the third
Qualified Appraiser utilizes, obtains or considers any information other than that
provided in the first two appraisals or in submittals made by the Port and NPS, he or she

- must provide a written report of such information to the Parties and to the first two
Qualified Appraisers prior to the meeting. Within thirty (30) days following the initial
meeting, the third Qualified Appraiser shall convene a sécond meeting limited in
attendance only to the three Qualified Appraisers and the three Qualified Appraisers
shall reach a majority agreement on any Disputed Appraisal Element based on the
record of information provided as part of the process described in this Section. The final
determination of a Disputed Appraisal Element must be within the range set forth in the
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first two appraisals. The third Qualified Appraiser shall prepare a letter indicating the
final determination of each Disputed Appraisal Element with the written signatures of
each concurring Qualified Appraiser.

(viii) The Extension Term FMV Rent determined as provided
above shall be conclusive, final and binding on the Parties, except if (2) the Extension
Term FMV Rent was procured by corruption, fraud, or other undue means, (b) there was
corruption in any of the Qualified Appraisers, (c) the rights of a Party were substantially
prejudiced by the misconduct of a Qualified Appraiser, (d) the Qualified Appraisers
exceeded their powers and the Extension Term FMV Rent cannot be corrected without
affecting the rights of either Party, or (e) a Qualified Appraiser failed to disclose any
work that could have reasonably been construed as a conflict of interest of which the
Qualified Appraiser was then aware.

(d) Final Determination. Upon final determination of the Extension Term FMV Rent,
the Parties shall acknowledge by an addendum hereto the Extension Term FMV Rent, provided
that failure to do so shall not affect the effectiveness of the Extension Term FMV Rent. The
Extension Term FMV Rent shall be effective on the start date of the Extension Term and shall be
included (either as a specific rental amount or a description of the process) in any Prospectus,
form lease, Ferry Concession Contract and Lease that will be in effect during a possible
Extension Term.

5.5. Termination.

The Parties’ rights to terminate this Agreement during the Initial or any Extension Term
are as set forth below. Either party may invoke the dispute resolution process in Section 4.1(h)
prior to termination of this Agreement under this Section. The notice periods prior to the
termination date specified below shall be suspended (tolled) during the dispute resolution process
unless circumstances present an emergency or imminent threat to human health and safety or
property in which case the Parties will use good faith efforts to resolve the issues. If the Parties
have not resolved the issues upon conclusion of the dispute resolution process, the notice period
will re-commence and this Agreement may be terminated as provided below. For purposes of
clarity and without modifying any other provisions of this Agreement, the Parties agree that (1)
as set forth in Section 11.14, there are no third party beneficiaries to this Agreement, (2) these
termination provisions apply only with respect to this Agreement as between Port and NPS, (3)
as between Port and NPS, termination is the sole remedy for the events provided in this Section;
(4) termination of any Contract or Other Agreement will be governed by the provisions of that
Contract or Other Agreement, and termination of any Lease will be governed by the provisions
of that Lease.

(a) Upon no less than thirty (30) day’s prior written notice, either Party, in its sole
discretion and without cost or liability, has the right to terminate this Agreement due to climate
change/sea level rise or other catastrophic events impacting the Site and/or Alcatraz Island such
that flooding or other damage or conditions pose a present or imminently foreseeable risk to
public health and safety.

(b) Upon ninety (90) days prior written notice, if either Party determines that
conditions exist that the render use of the Site unusable for the purposes contemplated in this
Agreement other than those specified under Section 5.5(a), either party may terminate this
Agreement without cost or liability.

(¢) Asprovided by Section 2.7, upon ninety (90) days’ prior written notice, Port may
terminate this Agreement without cost or liability if Alcatraz Island is closed for one (1) year or
more due to deferred maintenance or other reasons within the control of NPS or its Agents.

(d) Upon no less than thirty (30) days’ prior written notice, Port in its sole discretion
and without cost or liability, may terminate this Agreement if public visits to Alcatraz Island are
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suspended or interrupted due to delays in NPS’s solicitation or contracting process and such
suspension or interruption continues for one (1) year.

(e) NPS, consistent with the legal limits on its authority under the 1988 Concessions
Act to enter into and perform concession contracts, and without cost or liability, may terminate .
this Agreement if NPS exercises its rights to terminate the Ferry Concession Contract in order to
protect park visitors, protect, conserve and preserve park resources or to limit visitor services in
the park to those that continue to be necessary and appropriate. Prior to such termination, NPS
shall provide Port with no less than ninety (90) days’ prior written notice that it intends to
terminate a Ferry Concession Contract except in circumstances involving emergencies or
imminent risk to visitors or park resources.

(f) Upon no less than thirty (30) days’ pi*ior written notice, either Party in its sole
discretion and without cost or liability, may terminate this Agreement if an event of Force
Majeure extends beyond four (4) years.

6. CASUALTY. Port will not under any circumstances be liable to NPS for any damages that
may result should any portion of the Site be damaged or destroyed due to a Casualty.

6.1. Before Lease Execution. If any damage or destruction of any portion of the Site
due to Casualty occurs before lease execution or delivery of the relevant portion of the Site or
Facility, then either Port or NPS may terminate this Agreement under the 01rcumstances set forth
in Section 5.5.

6.2. After Lease Execution. Casualty after Lease execution will be governed by the
relevant Lease.

6.3. Insurance Policies. Port will maintain its own current insurance policies and will
require current tenants to maintain coverages in amounts generally required by commercial
owners of property similar in character, age and location as the Site with respect to risks
comparable to those associated with the current use of the Site.

7. DEFAULTS, REMEDIES.

7.1. NPS Events of Default. The following shall each constitute a "NPS Event of
Default": :

(a) NPS fails to complete the items listed in Section 2.6(a) with respect to permitting
within the time frames set forth in Section 2.6(a) and such failure is not cured within thirty (30)
- days following notice from Port; or

(b) The conditions in NPS's favor to NPS’s execution of a Ferry Concession Contract
have been satisfied or waived by NPS, and NPS fails to execute such Ferry Concession Contract
where such failure is in violation of this Agreement, and continues for a period of twenty (20)
business days from the date of written notice from NPS;

(c) NPS violates any other covenant, or fails to perform any other obligation to be
performed by NPS under this Agreement, and such violation or failure continues without cure for
more than sixty (60) days after written notice from Port specifying the nature of such violation or
failure, or, if such cure cannot reasonably be completed within such sixty (60) day period, if NPS
does not within such sixty (60) day period commence such cure, or having so commenced, does
not prosecute such cure with diligence and dispatch to completlon within a reasonable time
thereafter, but in o event more than one hundred eighty (180) days.

7.2. Port Events of Default. The following shall each constitute a "Port Event of
Default": :

(a) The conditions in Port's favor to Port’s execution of a Lease have been satisfied or
waived by Port, and Port has not terminated this Agreement and Port fails to execute such Lease
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where such failure is in violation of this Agreement, and continues for a period of twenty (20)
business days from the date of written notice from NPS;

(b) Port violates any other covenant, or fails to perform any other obligation to be
performed by Port under this Agreement, and such violation or failure continues without cure for
more than sixty (60) days after written notice from NPS specifying the nature of such violation
or failure, or, if such cure cannot reasonably be completed within such sixty (60) day period, if
Port does not within such sixty (60) day period commence such cure, or having so commenced,
does not prosecute such cure with diligence and dispatch to completion within a reasonable time
thereafter, but in no event more than one hundred eighty (180) days.

7.3. Remedies. A Party shall provide written notice of an alleged default to the other
Party, including a description of the alleged default, necessary cure and applicable cure period as
specified by this Agreement. Upon issuance of such written notice, either Party may initiate the
dispute resolution process in Section 4.1(h). The cure period shall be suspended (tolled) during
the dispute resolution process. If the Parties have not resolved the dispute upon conclusion of
the dispute resolution process and the alleged defaulting Party fails to cure the alleged default
during any applicable cure period (which will commence after the conclusion of the dispute
resolution process), the alleged default may be considered an Event of Default by the non-
defaulting Party and the non-defaulting Party may terminate this Agreement upon ninety (90)
days' prior written notice to the alleged defaulting Party if the alleged breach could: materially
interfere with a third parties’ ability to comply with any Other Agreement related to the Site;
decrease or impair bargained-for benefits or rights of the non-defaulting Party under this
Agreement; shift responsibility, liability or obligations to the non-defaulting Party or to a third
party; or otherwise increase the non-defaulting Party’s responsibility, liability or obligations
under this Agreement or any Other Agreement.

7.4. Institution of Legal Actions. Either Party may institute legal action in law or
equity in a court of competent jurisdiction to obtain any available cure or remedy in case of an
Event of Default as determined as described in this Sectlon

8. FORCE MAJEURE.

For the purpose of this Agreement, neither Port nor NPS (the "Delayed Party," as
applicable) will be considered in breach of or default in any obligation or satisfaction of a
condition to an obligation of the other Party in the event of Force Majeure, and the time fixed for
performance of any such obligation or satisfaction of conditions shall be extended by a period of
time equal to the duration of the Force Majeure event; provided, however, within thirty (30) days
after the beginning of any such Force Majeure event, the Delayed Party shall have first notified
the other Party of the cause or causes of such delay and claimed an extension for the reasonably
estimated period of the enforced delay. The Parties shall each proceed with diligent efforts and
shall cooperate with one another to take measures to resolve any Force Majeure delay.

"Force Majeure" means events that cause delays in the Delayed Party's performance of its
obligations under this Agreement, or in the satisfaction of a condition to the other Party's
performance under this Agreement, due to causes beyond the Delayed Party's control and not
caused by the acts or omissions of the Delayed Party (excluding, in any case, a Delayed Party's
performance of the payment of money required under the terms of this Agreement), including:
acts of nature or of the public enemy; war; invasion; insurrection; riots; any general moratorium
in the issuance of governmental or regulatory permits applicable to the Site or the Initial
Improvements; a government shutdown; fires; floods; tidal waves; epidemics; quarantine
restrictions; freight embargoes; earthquakes; unusually severe weather (but only if such
unusually severe weather causes actual delays); unlawful detainer actions or other administrative
appeals, litigation or arbitration relating to the relocation of tenants or other users from the Site;
or any Litigation Force Majeure, provided that the Delayed Party proceeds with diligent efforts
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to defend or commence, as applicable, such action or proceeding or take other appropriate
measures to resolve any dispute that is the subject of such action or proceeding.

"Litigation Force Majeure" means any action or proceeding before any court, tribunal, or
other judicial, adjudicative or legislative decision-making body, including any administrative ‘
appeal, brought by a third party, (a) which seeks to challenge the validity of any action taken by
the City or NPS in connection with the Ferry Concessioner’s contracting process, Port’s
Pier 31% Marginal Wharf Improvements, this Agreement or the Site, including the Parties'
approval, execution, and delivery of this Agreement, the Contracts, Other Agreements or the
Leases and their performance hereunder, or other action by the City or NPS or any action
required or permitted to be performed by City or NPS hereunder, or any findings upon which any
of the foregoing are predicated, or (b) which seeks to challenge the validity of any other
Regulatory Approval required in connection with the Site. Performance by a Party hereundér
shall be deemed delayed or made impossible by virtue of Litigation Force Majeure during the
pendency thereof, and until a judgment, order, or other decision resolving such matter in favor of
the Party whose performance is delayed has become final and unappealable.

Under no circumstances shall the delay attributable to an event of Force Majeure extend
beyond four (4) years unless both Parties expressly waive such limitation. - The Parties also retain
the right to terminate this Agreement, as set forth in Section 5.5(f), if an event of Force Majeure
extends beyond four (4) years. '

9. LEFT BLANK BY AGREEMENT OF PARTIES.
10. MINERAL RESERVATION.

In accordance with Sections 2 and 3.5(c) of the Burton Act, NPS and Port acknowledge
that the State reserves certain subsurface mineral rights from a point of entry outside of the Site,
and subject to certain limitations, as more particularly described in the leases.

11. GENERAL PROVISIONS.
11.1. Notices.

(a) Manner of Delivery. Except as otherwise expressly provided in this Agreement,
all notices, demands, approvals, consents and other formal communications between Port and
NPS required or permitted under this Agreement shall be in writing and shall be deemed given
and effective (i) upon the date of receipt if given by personal delivery on a business day (or the
next business day if delivered personally on a day that is not a business day) or (ii) if mailed by
(x) the U.S. Postal Service, two (2) business days after deposit with the U.S. Postal Service for
delivery by United States certified mail, with return receipt requested or (y) a nationally
recognized overnight courier, one (1) business day after deposit with such nationally recognized
overnight courier, to Port or NPS at their respective addresses for notice designated below. For
convenience of the Parties, copies of notices may also be given by electronic mail or
telefacsimile ("FAX") to the electronic mail address or FAX number set forth below or such other
number as may be provided from time to time by notice given in the manner required under this
Agreement; however, neither Party may give official or binding notice by electronic mail or
FAX.

(b) Request for Comment/Approval. In order for a request for any comment or
approval required under the terms of this Agreement to be effective, it shall be clearly marked
"Request for Comment/Approval” and state (or be accompanied by a cover letter stating)
substantially the following:

(i) the section of this Agreement under which the request is
made and the action or response required; and
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(i)  ifapplicable, the period of time as stated in this Agreement
within which the recipient of the notice shall respond.

In the event that a request for comment/approval states a period of time for response that
is less than the time period provided for in this Agreement, the time period stated in this
Agreement shall be the controlling time period.

In no event shall a recipient's comment, approval of or consent to the subject matter of a
notice be deemed to have been given by its failure to object to such notice if such notice (or the
accompanying cover letter) does not comply with the requirements of this Section.

(c) Addresses for Notices. All notices shall be properly addressed and delivered to
the Parties at the addresses set forth below or at such other addresses as either Party may
designate by written notice given in the manner provided in this Section:

To Port: San Francisco Port Commission
' Pier 1
San Francisco, California 94111
Attention: Deputy Director of Real Estate &
. Development (Reference: NPS Alcatraz)
Telephone:  (415) 274-0400

FAX: - (415) 274-0495
With a copy to: Port General Counsel
Pier 1

San Francisco, California 94111
Telephone:  (415) 274-0486
FAX: (415) 274-0494

To NPS: Superintendent
Golden Gate National Recreation Area
Building 201, Fort Mason
San Francisco, CA 94123
Telephone: (415) 561-4720

With a copy to: Chief, Business Management Division,
GGNRA

11.2.  Conflict of Interest. No member, official or employee of the City, including
its Port, may have any personal interest, direct or indirect, in this Agreement nor shall any such
member, official or employee participate in any decision relating to this Agreement which affects
her or his personal interest or the interests of any corporation, partnership or association in which
she or he is interested directly or indirectly.

11.3. Document Sharing. The Parties, including their Agents, have the right at all
reasonable times and from time to time to inspect the public (not subject to privilege and/or other
protections from disclosure) documents and records of the other Party pertaining to compliance
with the obligations under this Agreement in a location in San Francisco during regular business
hours.
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11.4. Time of Performance.

(a) Expiration. All performance dates (including cure dates) expire at
5:00 p.m., San Francisco, California time, on the performance or cure date.

(b) Weekends and Holidays. A performance date that falls on a Saturday,
Sunday, federal or City holiday is deemed extended to the next business day.

(¢) Days for Performance. All periods for performance specified in this
Agreement in terms of days shall be calendar days, and not business days, unless otherwise
expressly provided in this Agreement.

(d) Time of the Essence. Time is of the essence with respect to all
provisions of this Agreement for which a definite time for performance is specified.

11.5.  Inferpretation of Agreement.

(a) Exhibits. Whenever an "Exhibit" or “Schedule “is referenced, it means an exhibit,
schedule or attachment to this Agreement unless otherwise specifically identified. All such
Exhibits and Schedules are incorporated in this Agreement by reference.

(b) Captions. Whenever a section or paragraph is referenced, it refers to this

- Agreement unless otherwise specifically identified. The captions preceding the sections of this
Agreement and in the table of contents have been inserted for convenience of reference only.
Such captions shall not define or limit the scope or intent of any provision of this Agreement.

() Words of Inclusion. The use of the term "including”, "include", "such as" or words
of similar import when following any general term, statement or matter shall not be construed to
limit such term, statement or matter to the specific items or matters, whether or not language of
non-limitation is used with reference thereto. Rather, such terms shall be deemed to refer to all
other items or matters that could reasonably fall within the broadest poss1b1e scope of such
statement, term or matter.

~

(d) No Presumption Against Drafter. This Agreement has been negotiated at arm's
length and between persons sophisticated and knowledgeable in the matters dealt with herein. In
addition, experienced and knowledgeable legal counsel has represented each Party. Accordingly,
this Agreement shall be interpreted to achieve the intents and purposes of the Parties, without
any presumption against the Party responsible for drafting any part of this Agreement (including
California Civil Code Section 1654).

(e) Agreement References. Wherever reference is made to any provision, term or
matter "in this Agreement," "herein" or "hereof” or words of similar import, the reference shall
be deemed to refer to any and all provisions of this Agreement reasonably related thereto in the
context of such reference, unless such reference refers solely to a specific numbered or lettered
section or paragraph of this Agreement or any specific subdivision of this Agreement.

11.6. Further Approvals. The Parties agree to execute and acknowledge such other
and further documents and take such other reasonable actions as may be necessary or reasonably
required to effectuate the terms of this Agreement. Unless this Agreement otherwise expressly
provides or unless the City's Charter otherwise requires, all approvals, consents or
determinations to be made by or on behalf of the City or Port under this Agreement shall be
made by Port's Executive Director. Unless this Agreement otherwise expressly provides, all
approvals, consents or determinations to be made by or on behalf of NPS under this Agreement
shall be made by NPS’s General Superintendent of GGNRA..

11.7. Charter Provisions. This Agreement is governed by and subject to the
provisions of the Charter of the City and County of San Francisco.

11.8. Costs and Expenses. The Party on which any obligation is imposed in this
Agreement shall be solely responsible for paying all costs and expenses incurred in the

Port/NPS Agreement 29 n:\port\as2017\1400626\01246516.docx
8/22/2018



performance of such obligation, unless the provision imposing such obligation specifically
provides to the contrary.

11.9.  Successors and Assigns. This Agreement is binding upon and will inure to the
benefit of the successors and assigns of Port and NPS. Where the term "NPS," or "Port" is used
in this Agreement, it means and includes their respective successors and assigns. Whenever this
Agreement specifies Port as a Party or the holder of the right or obligation to give approvals or
consents, if Port or a comparable public body which has succeeded to Port's rights and
obligations no longer exists, then the City (or the State, if applicable) will be deemed to be the
successor and assign of Port for purposes of this Agreement.

11.10. Non-Liability of Officials, Employees and Agents. No elective or appointive
board, commission, member, officer, employee or other Agent of either Party shall be personally
liable to the other, or its successors and assigns, in the event of any default or breach by a Party
or for any obligation of either Party under this Agreement. Under no circumstances shall either
Party, or their respective Agents be liable under any circumstances for any consequential,
incidental or punitive damages.

11.11. Transfer. This Agreement is personal and non-assignable and neither Party
may sell, convey, assign, transfer, alienate or otherwise dispose of all or any of its interest or
rights in this Agreement, without obtaining the prior written approval of the other Party, which
approval may be given, withheld, or conditioned in its sole discretion. In the event of any such
transfer, the transferring Party will be relieved from and after the date of such transfer of all
liability with regard to the performance of any covenants or obligations contained in this
Agreement thereafter to be performed on the part of that Party, but not from liability incurred by
such Party on account of covenants or obligations to be performed hereunder before the date of
such transfer.

11.12. Cumulative Remedies. All rights and remedies of either Party hereto set forth
in this Agreement are in addition to and not in limitation of other remedies including those
provided at Law or in equity, except as may otherwise be provided herein.

11.13. No Representations or Warranties.. Nothing contained in this Agreement will
operate as a representation or warranty by Port or NPS of any nature whatsoever. Each Party
acknowledges that, in executing this Agreement, it is acting on its own, independent judgment
and has either been advised by legal counsel or has decided in its sole discretion not to seek legal
counsel.

11.14. No Third Party Beneficiaries.

(a) This Agreement is made and entered into for the sole protection and benefit of
Port and NPS and their successors and assigns. No other person, including without limitation
Conservancy, any concessioner, tenant or prospective tenant shall have or acquire any right or
action based upon any provisions of this Agreement.

(b) The provisions of any Contract or Other Agreements are and will be for the
benefit only of the parties to that Contract or Other Agreements and are not for the benefit of any
third party including Port. Likewise, the provisions of any Lease are and will be for the benefit
only of the parties to that Lease and are not for the benefit of any third party including NPS.

11.15. Authority. Each of the persons executing this Agreement covenants and
warrants that the Party has full right and authority to enter into this Agreement, and that it is
authorized to bind the Party to this Agreement. Upon request, evidence reasonably satisfactory
to confirm the foregoing will be provided.

11.16. No Waiver. No waiver made by either Party with respect to the performance,
or manner or time of performance, or any obligation of the other Party or any condition to its
own obligation under this Agreement will be considered a waiver with respect to the particular
obligation of the other Party or condition to its own obligation beyond those expressly waived to

Port/NPS Agreement ' 30 ni\port\as2017\1400626\01246516.docx
8/22/2018 :



the extent of such waiver, or a waiver in any respect in regard to any other rights of the Party
making the waiver or any other obligations of the other Party.

11.17. Counterparts. This Agreement may be executed in counterparts, each of
which is deemed to be an original, and all such counterparts constitute one and the same
instrument.

11.18. Entire Agreement. This Agreement constitutes the entire agreement between
the Parties with respect to the subject matter of this Agreement and supersedes all negotiations or
previous agreements between the Parties with respect to all or any part of the terms and
conditions mentioned in or incidental to this Agreement. No parole evidence of any prior draft
of this Agreement, or of any other agreement shall be permitted to contradict or vary the terms of
this Agreement.

11.19. Amendment. Neither this Agreement nor any of its terms may be terminated,
amended or modified except by a written instrument executed by the Parties.

11.20. Governing Law. This Agreement is governed by, and shall be construed and
interpreted in accordance with, federal law, the Laws of the State of California and the City's
Charter provided that, in the event of a conflict between federal law and the laws of the State of
California and/or Clty s Charter, the federal law will govern.

11.21. Federal Anti-Deficiency Act. Notwithstanding any provision to the contrary
herein, nothing in this Agreement shall be construed as binding the United States of Americato
expend in any one fiscal year any sum in excess of appropriations made by Congress or
administratively allocated for the purpose of compliance with the conditions for this Agreement
for the fiscal year, or bind the United States under any contract or other obligation for the further
expenditure of money in excess of such appropriations or allocations, and nothing in this
Agreement may be considered as implying that Congress will at a later date appropriate funds
sufficient to meet deficiencies.

S 11.22. Severabtlujy. If any provision of this Agreement, or its application to any
person or circumstance, is held invalid by any court, the invalidity or inapplicability of such
provision shall not affect any other provision of this Agreement or the application of such
provision to any other person or circumstance, and the remaining portions of this Agreement
shall continue in full force and effect, unless enforcement of this Agreement as so modified by
and in response to such invalidation would be grossly inequitable under all of the ¢ircumstances,
or would frustrate the fundamental purposes of this Agreement. '

11.23. Nothing in this Agreement shall be construed to diminish NPS’ or the Port’s
rights or obligations under Laws. ,

12. EFFECTIVE DATE.

This Agreement shall become effective on the date the Parties duly execute and deliver
this Agreement following approval by the Port Commission, the Board of Supervisors and the
Mayor, each in their respective sole discretion (“Effective Date”).

Notwithstanding anything to the contrary contained in this Agreement, NPS
acknowledges and agrees that no officer or employee of Port has authority to commit to this
Agreement unless and until the Board of Supervisors shall have duly adopted a resolution
approving this Agreement and authorizing the transactions contemplated hereby. Therefore, any
obligations or liabilities of Port hereunder are contingent upon adoption of such a resolution and
this Agreement shall be null and void if City's Mayor and the Board of Supervisors do not
approve this Agreement, in their respective sole discretion. Approval of this Agreement by any
department, commission or agency of City shall not be deemed to imply that such resolution will
be enacted, nor will any such approval create any binding obligations on City or Port.
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13. DEFINITIONS.

For purposes of this Agreement, initially capitalized terms shall have the meanings
ascribed to them in this Section:

1998 Concessions Act” means the National Park Service Concessions Management
Improvement Act of 1998 (54 U.S.C. §101911 et seq.) and its 1mplement1ng 1egulat10ns as may
be superseded or amended.

"Agents" means, when used with reference to either Party to this Agreement or any other
person, the members, managers, officers, directors, commissioners, employees, agents and
contractors of such Party (including, for NPS the Ferry Concessioners and Conservancy) or other
person, and their respective heirs, legal representatives, successors and assigns.

"Agreement" means this Memorandum of Agreement, including its exhibits and
schedules; as it may be amended in accordance with its terms.

“Assign” or Assignment” as used in this Agreement in connection with the Ferry
Concessioner shall have the same meanings as in the 1998 Concessions Act and the Ferry
Concession Contract.

“base rent” means the minimum rent due from a Tenant as defined in the relevant Lease.

"BCDC" means the Bay Conservation and Development Commission, a State agency
established under the McAteer Petris Act.

"Board of Supervisors" means the Board of Supervisors of the City and County of San
Francisco.

"Burton Act" means the provisions of Chapter 1333 of the Statutes of 1968 of the
California Legislature, as amended, providing for the transfer to the City from the State, subject
to specified terms, conditions and reservations, of the control and management of the certain tide
and submerged lands comprising the Harbor of San Francisco.

“Casualty” means fire or other casualty, including war, earthquake tidal wave, or other
~acts of nature.

"City" means the City and County of San Francisco, a municipal corporation. “City”
shall refer to the City operating by and through its Port Comrmssmn where appropriate. All
references to the City shall include Port.

“City Requirements” means those current and future City ordinances that apply to the
Port’s agreements with the Conservancy and Ferry Concessioner, e.g., leases with the City as
landlord, and excepting only those requirements that are preempted by federal law or are waived
by the appropriate City department or Board of Supervisors each in its sole discretion.

"Claims" means all liabilities, injuries, losses, costs, claims, demands, rights, causes of
action, judgments, settlements, damages, liens, fines, penalties and expenses, including without
limitation, direct and vicarious liability of any kind for money damages, compensation, penalties,
liens, fines, interest, attorneys' fees, costs, equitable relief, mandamus relief, specific
performance, or any other relief.

“Conservancy” means the Golden Gate National Parks Conservancy, a Cahforma
nonprofit corporation.

“Conservancy’s Improvements” are defined in Section 2.6(a) and the lease attached as
Exhibit G.

"Contract” means an NPS contract with a Ferry Concessioner.
“Delayed Party" is defined in Section 8.
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“diligent efforts” means efforts that (a) are steady, earnest and energetic, (b) are in keeping
with good government practices and the respective mission of each Party, (c) do not violate
Laws, and (d) during circumstances of Force Majeure as defined in Section 8 of this Agreement,
do not exceed the obligations of the Parties set forth in that Section.

"Effective Date" is defined in Section 12.

Embarkation Site Improvements” means the Initial Ferry Concessioner’s required capital
improvements to the Site as summarized in Section 2.6(a) and the form lease attached as
Exhibit B. Required capital improvements to the Site by subsequent Ferry Concessioners will be
included in future form leases. :

"EPA" means the United States Environmental Protection Agency.

"Executive Director" means the Executive Director of Port or her or his designee.
“Expiration Date” means June 30, 2049.

“Extension Option(s)” is defined in Section 5.2.

“Extension Term(s)” is defined in Section 5.2.

“Extension Term FMV Rent” is defined in Section 5.4(b).

"Exterior Improvements" means any improvements, furnishings, fixtures, or equipment
located in the exterior areas of the Site (whether public access or not and including the roof)
and/or located in the public access areas of the buildings which may include mechanical
equipment, photovoltaic panels, satellite dishes, antennae and other communication equipment,
public art, bollards, flower baskets, benches, tables, chairs, umbrellas, heaters, railings, gates,
trash receptacles, cleats, signs, kiosks, flagpoles, canopies, awnings, landscaping, planter boxes,
light poles, lighting fixtures, fountains, ticket booths, bicycle racks, plaques, markers, tents, and
paving or other surface treatments.

"Facility" means the piers, buildings or other structure in or on which the Site is located
including the: Pier 31% Facility No. 1315; Pier 33 Bulkhead Facility No. 1330; Pier 33 Shed
Facility No. 1300; Pier 31 Shed Facility No. 1310; and the Pier 31/33 Water Basin.

“Fair Market Value” is defined in Section 5.4(b).

“Federal Requirements” means those current and future federal Laws, regulations, and
policies that apply to NPS’s agreements with the Conservancy and the Ferry Concessioner.

“FEMA” means the Federal Emergency Management Agency.

“Ferry Concession” means the visitor services authorized by NPS to be provided under a
Ferry Concession Contract.

“Ferry Concession Contract” means a valid and effective contract entered into under
authority of the 1998 Concessions Act between NPS and each successive Ferry Concessioner
authorizing a Ferry Concessioner to provide: (i) passenger ferry and associated services between
the Embarkation Site and a landing at Alcatraz Island; (ii) if authorized or required by NPS:
passenger ferry and associated services between the Embarkation Site and a landing at another
NPS site in the San Francisco Bay Area and/or a landing at a non-NPS park within the San
Francisco Bay Area for which NPS provides cooperative services through a partnership with
another entity; and (iii) Interpretive Park Cruises.

“Ferry Concessioner” means the person(s) party to a Ferry Concession Contract. There
will be successive Ferry Concessioners during the Term.

"Force Majeure" means Force Majeure or Litigation Force Majeure, as described in
Section 8.
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“Franchise Fee” means the Ferry Concessioner’s franchise fee as defined in the Ferry
Concession Contract.

“GGNRA” is defined in the Recitals.

"Hazardous Material" means any substance, waste, or material that is now or in the future
designated by any Regulatory Agency to be capable of posing a present or potential risk of injury
to human health or safety, the environment, or property. This definition includes anything
designated or defined in any Law as hazardous, hazardous substance, hazardous waste, toxic,
pollutant, or contaminant; any asbestos, asbestos-containing materials and presumed asbestos-
containing materials, whether or not part of the structure of any improvements on the Site, any
improvements to be constructed on the Site by or on behalf of Tenants, or occurring in nature;
and other naturally-occurring substances such as petroleum; including crude oil or any fraction,
and natural gas or natural gas liquids.

"Historic District" means the San Francisco Embarcadero National Register Historic
District.

“Improvements Early Termination Provision™ is defined in Section 2.2(f).

“Initial Ferry Concessioner, Initial Ferry Concession Contract or Initial Ferry Concessioner
Lease” means (i) with regard to “Initial Ferry Concessioner,” the first person awarded (within the
meaning of the 1998 Concessions Act) a Ferry Concession Contract; (ii) with regard to “Initial
Ferry Concession Contract,” the first Ferry Concession Contract awarded; and (iii) with regard to
“Initial Ferry Concessioner Lease,” the first Lease executed; each as first awarded or executed
after the Effective Date of this Agreement.

“Initial Improvements” means the Embarkation Site Improvement (by the Ferry
Concessioner) and the Conservancy s Improvements as defined in Section 2.6(a) and Exhibits B
and G.

“Interpretive Park Cruises” means an excursion departing from and returning to the
Embarkation Site without any landings in between which travels through waters within Golden
Gate National Recreation Area and 1ncludes substantive interpretive materials regarding the NPS
and NPS’s parks.

"Invitees" means the clients, customers, invitees, patrons, and guests of a Party or other
person. ’ :

"Laws" means all present and future applicable laws, ordinances, rules, regulations,
permits, codes, authorizations, orders and requirements, whether or not foreseen or unforeseen,
or in the contemplation of the Parties, which may affect or be applicable to the Tenants, Ferry
Concessioner, the solicitation, award and or administration of any Ferry Concession Contract,
the Ferry Concessioner, Alcatraz Island, the Site and any other location affected by this
Agreement or any part thereof (including their use and the buildings and improvements thereon
or affixed thereto), including all consents or approvals (including Regulatory Approvals)
required to be obtained from or issued by, and all rules and regulations of, and all building and
zoning laws (including the Waterfront Plan) of, all federal, state, county and municipal
governments, the departments, bureaus, agencies or commissions thereof, authorities, board of
officers, any national or local board of fire underwriters, or any other body or bodies exercising
similar functions, having or acquiring jurisdiction over such locations the use thereof and of the
buildings and Improvements thereon; and similarly the phrase "Law" shall be construed to mean
the same as the above in the singular as well as the plural.

"Lease" means a lease of a portion of the Site between Port and a Ferry Concessioner or
Port and the Conservancy.

"Litigation Force Majeure" is defined in Section 8.

"NPS" means the National Park Service.
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"NPS Event of Default" is defined in Section 7.1.
“NEPA” means the National Environmental Policy Act.

“Other Agreements” means those agreements between a Party and a third person that
authorizes or requires such third person to use, occupy, operate or perform construction at the
Site, including without limitation, the various Contracts and Leases. Other Agreements also
includes a site-specific agreement between NPS and Conservancy, but does not include any other
agreements between NPS and the Conservancy.

"Party" means Port or NPS as a party to this Agreement; “Parties” means both Port and
NPS as parties to this Agreement.

“percentage rent” means that portion of rent due from a Tenant in excess of the base rent
as defined in the relevant Lease.

"person" means any individual, partnership, corpofation (including any business trust),
limited liability company, joint stock company, trust, unincorporated association, joint venture or
any other entity or association, the United States, or a federal, state or political subdivision
thereof.

"Port" means the City and County of San Francisco acting by and through the San
Francisco Port Commission.

"Port Event of Default" is defined in Section 7.2.

"Port's Guidelines" means Port's Historic Preservation Review Guldehnes for Pier and
Bulkhead Wharf Substructures attached as Exhibit E.

“Port Pier 31% Marginal Wharf Improvements” is defined in Section 3.1.

“Prospectus” means the document issued by NPS under the authority of the 1998
Concessions Act inviting the public to submit proposals for the Ferry Concession Contract.

"Public Trust" means the public trust for commerce, navigatien and fisheries, including
the statutory trust imposed by the Burton Act.

“Qualified Appraiser” is defined in Section 5.4(b).

"Regulatory Agency" means the municipal, county, regional, state, or federal government
and their bureaus, agencies, departments, divisions, courts, commissions, boards, officers, or
other officials, mcludlng BCDC, RWQCB, Port (m its regulatory capac1ty) other departments
offices, and commissions of the C1ty and County of San Francisco (each in its regulatory
capac1ty) Port's Chief Harbor Engineer, the Dredged Material Management Office, SHPO, State
Lands, the U.S. Coast Guard, the Army Corps of Engineers, or any other governmental agency
now or later having Junsdletlon over Port property.

"Regulatory Approval" means any authorization, approval, license, registration, or permit
required or issued by any Regulatory Agency.

"RWQCB'" means the State of California Regional Water Qﬁality Control Board.

"Secretary's Standards" means the Secretary of the Interior's Standards for the Treatment
of Historic Properties.

"SHPO" means the State's Historic Preservation Officer.
"Site" is defined in Section 1. .
"State" means the State of California.

"State Lands" means the California State Lands Commission, a State agency.
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“Sublease” means the following events or proposed events: (a) a proposed or actual
sublease, sublicense or agreement of similar effect with a subtenant, sublicensee, manager,
vendor, concessionaire, food truck or food cart operator of all or any part of the premises as
defined in a Lease; (b) any person other than Tenant occupies or claims a right of possession to
any part of the Site; or (¢) any further sublease, sublicense or agreement of similar effect with a
subtenant of any of its interest in its sublease or premises.

“Tenant(s)” refers to the entities that will operate the Site under a Lease with Port
including Conservancy and each successive Ferry Concessioner.

“Term” means the period starting on the Effective Date and ending on the EXplratmn
Date, including any Exterision Term(s).

“Visitor Experience” refers to the space, interpretive information and amenities available
to visitors to the Site, including but not limited to: (i) opportunities for visitors to learn about -
Alcatraz Island to the maximum extent possible such that it increases visitor appreciation and
understanding of the unique resource, (ii) opportunities for the Site to serve as a gateway to
introducing GGNRA and the National Park System, and (iii) performance of Site improvements,
alterations and activities in a manner that enables such interpretive opportunities, meets
fundamental visitor needs, and demonstrates sound environmental management, stewardship and
leadership.

"Waterfront Plan" means the Port of San Francisco Waterfront Land Use Plan, including
the Waterfront Design and Access Element, for the approximately 7-1/2 miles of waterfront
property under Port jurisdiction.
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IN WITNESS WHEREOF the Parties have caused this Agreement to be executed by their
duly appointed representatives as of the date first above written.

PORT:

NPS:

CiTY AND COUNTY OF SAN FRANCISCO,
a municipal corporation act by and through the
SAN FRANCISCO PORT COMMISSION

By:

Elaine Forbes, Executive Director

Date Signed:

UNITED STATES OF AMERICA

By:

Laura E. Joss, General Superintendent,
Golden Gate National Recreation Area

Date Signed:

Prépared by: Rebecca Benassini and Jay Edwards

APPROVED AS To ForM:
DENNIS HERRERA, City Attorney

By:
Name: Rona H. Sandler
Deputy City Attorney

Port Commission Resolution No. 18-39
BoS Resolution No.
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EXHIBIT A
SITE PLAN

[Attachment on following page]
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EXHIBIT B

CONCESSIONER FORM OF L.EASE FOR
INITIAL FERRY CONCESSIONER LEASE

[Attachment on following page]
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EXHIBIT B
FORM OF LEASE FOR
FERRY CONCESSIONER

“PORT:

SAN FRANCISCO

CITY AND COUNTY OF SAN FRANCISCO
LONDON N. BREED, MAYOR

LEASE NO. L-16723
BY AND BETWEEN

THE CITY AND COUNTY OF SAN FRANCISCO
OPERATING BY AND THROUGH THE
SAN Francisco PORT COMMISSION

AND

[INSERT NAME OF TENANT]

ALCATRAZ ISLAND FERRY EMBARKATION
PIERS 31,31 Y2 AND 33

ELAINE FORBES
EXECUTIVE DIRECTOR

SAN FrRANCISCO PORT COMMISSION

KIMBERLY BRANDON, PRESIDENT
WILLIE ADAMS, VICFE PRESIDENT
GAIL GILMAN COMMISSIONER
VICTOR MAKRAS, COMMISSIONER
DOREEN WO0O Ho COMMISSIONER
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BASIC LEASE INFORMATION

Lease Number: | L-16723

Landlord or Port: | City and County of San Francisco, a municipal corporation,
operating by and through the San Francisco Port
Commission

Landlord’s Address: | Port of San Francisco

Pier 1

San Francisco, California 94111
Attention: Director of Real Estate

Telephone: (415) 274-0400
Facsimile: (415) 274-0494

Port/National Park | In order to provide a stable location in San Francisco for the
Service (“NPS”) | ferry embarkation site to Alcatraz Island, and to allow for
Agreement and | long-term investment in the site, Port and NPS entered into a
Concession Contract | long term General Agreement dated xx, xx, XXxx as may be
Background: | amended from time to time (“Port/NPS Agreement”) that

establishes portions of Piers 31, 31 ¥ and 33 and the
Pier 31/33 Water Basin as the ferry embarkation site for
Alcatraz Island (“Embarkation Site”) and sets forth various
other agreements and timing between the Port and NPS. The
Embarkation Site will provide a high quality welcome and
orientation facility, significantly enhancing the visitor
experience including introductions to Alcatraz Island, Golden
Gate National Recreation Area, the National Park System, and
the Port.

The Embarkation Site will be constructed and operated by
Tenant, as the Ferry Concessioner selected by NPS pursuant
to a federal governmental process governed solely by
applicable federal Laws including without limitation, the 1998
Concessions Act, and the Golden Gate National Parks
Conservancy (“Conservancy”), NPS’ nonprofit cooperating
association, as to other visitor amenities including food
service, under their respective leases with the Port.

Tenant acknowledges and agrees that (i) the Port/NPS
Agreement includes provisions that affect and relate to certain
provisions of this Lease, but Tenant is not a third party
beneficiary of nor does it have any rights under the Port/NPS
Agreement; and (ii) NPS is solely responsible for selection of
and contracting with operators for the Ferry Concession
Contract and Port has no role in the selection, solicitation,
and/or award of a contract to a Ferry Concessioner.

Tenant: | Alcatraz Passenger Ferry Concessioner
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Tenant’s Main Contact
Person and Mailing
Address:

Tenant's Billing Contact
and Address.

Tenant’s Emergency
Contact and Address:

- Tenant’s Insurance
Contact and Address
(not broker):

Tenant’s Parking
Contact and Address:

Contact Information for
Tenant's Agent for

~ Service of Process
(including address) :

Effective Date;
Expiration Date Term:

This Lease shall become effective on the date of award of the
Ferry Concession Contract (within the meaning of

36 C.F.R. §51.3) which will occur only after completion of
any Congressional notifications, the expiration of any waiting
periods required by 54 U.S.C. §101913(6) and execution of
the Ferry Concession Contract by NPS (“Effective Date”).

Unless earlier terminated or extended in accordance with this
Lease, the Term of this Lease shall be coterminous with the
term of the Ferry Concession Contract including any
extensions of the term of the Ferry Concession Contract by
NPS; the “Expiration Date” shall be the date the Ferry
Concession Contract expires or is earlier terminated.

Promptly following the actual Effective Date, Port and Tenant
shall execute a Memorandum substantially in the form

| attached hereto as Exhibit A, confirming the actual Effective

Date and Expiration Date, but either party's failure to do so
shall not affect the Effective Date or Expiration Date.
Similarly, promptly following any extension of the Ferry

‘Concession Contract by NPS that extends the original

Expiration Date, Port and Tenant shall execute a
Memorandum substantially in the form attached hereto as
Exhibit A, confirming the new Expiration Date, but either
party's failure to do so shall not affect the expiration of the
Term. " ”

Premises;
Commencement Dates
and Delivery:

Port will deliver possession of the Premises in two phases as
described below. Tenant’s delay in or failure to accept
possession upon delivery by Port is a material breach of this
Lease.
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Phase I Delivery - Estimated as the “effective date” of the
Ferry Concession Contract as defined by the Ferrv
Concession Contract:

The initial phase of the Premises consists of shed and office
space; submerged land; and space on the Marginal Wharf
comprised of the following and as depicted in Exhibit B:

Parcel A Submerged land: approximately 60,000 sq. ft.;

Parcel B Pier 317 Marginal Wharf and plaza:
approximately 43,890 sq. ft. of pier-supported outdoor
space; and

Parcel C Pier 31 Shed: approximately 5,300 sq. ft. of non-
contiguous shed space; and

Parcel D Pier 33 Shed: approximately 4,062 sq. ft. of shed
space; and

Parcel D-1 Pier 33 Shed: approximately 1,240 sq. ft. of
shed space.

Parcels A-D will remain in the Premises for the Term of the
Lease.

Promptly following delivery of the Phase I Premises, Port and
Tenant shall execute a Memorandum substantially in the form
attached hereto as Exhibit A, confirming the actual delivery
date (“Phase I Commencement Date™), but either party's failure
to do so shall not affect the Phase I Commencement Date.
Rent for all parcels in the Phase I Premises shall commence on
the Phase I Commencement Date (“Phase I Rent
Commencement Date”).

Phase II Delivery - Estimated Commencement Date:
August 1, 2019:

Phase II will consist of a total of approximately 13,775 square
feet of retail and office space in the Pier 33 South Bulkhead
Building as described below.

Parcel E Pier 33 South Bulkhead Building: 1st Floor:
approximately 4,612 sq. ft. of on the first floor; and

Parcel F Pier 33 South Bulkhead Building 2nd Floor:
approximately 4,555 sq. ft. on the second floor; and

Parcel G Pier 33 South Bulkhead Building 3™ Floor:
approximately 4,612 sq. ft. on the third floor;
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As of the Phase II Commencement Date, Exhibit B-1 showing
the Phase II Premises will be added to this Lease as part of the
Premises without further action by the parties. Tenant
acknowledges and agrees that the Phase II Premises and
delivery thereof will be made without representation or
warranty by Port and subject to all provisions of this Lease
including without limitation the “as-is” provisions in

Section 3. Promptly following the delivery of the Phase II
Premises, Port and Tenant shall execute a Memorandum
substantially in the form attached hereto as Exhibit A,
confirming the actual delivery date (“Phase II Commencement
Date”), but either party's failure to do so shall not affect the
Phase II Commencement Date.

Parcel G will remain in the Premises for the Term of the
Lease.

Final Pier 33 South Bulkhead Building Premises:

| As described below, Embarkation Site Improvements will
include demolition/construction of significant portions of the
Phase II Premises and construction of an approximately 992
square foot mezzanine to replace the second floor. Upon
Completion of the Embarkation Site Improvements to the

Pier 33 South Bulkhead Building as described below and
written notice by Port (“Pier 33 South Bulkhead Building
Completion Date”), Tenant shall surrender Parcel D-1, and
approximately 3,280 sq. ft. on the first floor and the entire
second floor mezzanine of the Pier 33 South Bulkhead
Building to Port in compliance with Section 26. Tenant shall
surrender and deliver the relevant property to Port strictly in
compliance with the conditions and specifications in the Work
Letter, including without limitation, the Scope of '
Development (including the Schematic Design and Drawings)
attached as Attachment 1 to the Work Letter which is attached
hereto as Exhibit E. Acceptance of such surrender and
conditions shall be in Port’s sole discretion. As of the

Pier 33 South Bulkhead Building Completion Date, this Lease
will terminate as to such portions of the Premises and

Exhibit B-2 will replace and supersede Exhibit B-1 in its
entirety without further action by the parties.

The remainder of the Pier 33 South Bulkhead Building will
remain under this Lease, consisting of:

Parcel E-1 Pier 33 South Bulkhead Building: 1st Floor:
approximately 1,382 sq. ft. of space on the first floor; and

Parcel G Pier 33 South Bulkhead Building 3'¢ Floor:
approximately 4,612 sq. ft. of office space.

Promptly following the Pier 33 South Bulkhead Building
Completion Date, Port and Tenant shall execute a
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Memorandum substantially in the form attached hereto as
Exhibit A, confirming the actual Pier 33 South Bulkhead
| Building Completion Date.

Square Footage and | All square footages are approximate. Port, upon either party’s

Rent Adjustments: | request after Completion of any phase of the Embarkation Site
Improvements, will re-measure the relevant parcel(s) and Base
Rent will be recalculated for such parcel based on the rent per
square foot as shown below. The parties will document such
technical corrections, if any, by counter-signed addenda and
replacement exhibits to this Lease which addenda and
replacement exhibits shall be fully incorporated into this
Lease.

Access to Embarkation | After the Effective Date and prior to any Commencement
Site Prior to Delivery of | Date, Port will allow Tenant to access the relevant areas of the
Parcels: | Embarkation Site for due diligence purposes under a Port
license or other agreement subject to Port’s standard terms and
conditions for such access agreements and the rights of any
existing tenants and users.

Permitted Use. | As more specifically described below and elsewhere in this
Lease and subject to all terms and conditions of this Lease,
Tenant shall use the Premises solely to operate a ferry
embarkation site and related amenities for: (i) excursions to
Alcatraz Island; (ii) as authorized in a Concession Contract:
passenger ferry and associated services between the
Embarkation Site and a landing at another NPS site in the San
Francisco Bay Area and/or a landing at a non-NPS park within
the San Francisco Bay Area for which NPS provides
cooperative services through a partnership with another entity;
(iii) Interpretive Park Cruises; and (iv) ancillary occasional
Special Events approved in writing by NPS and for no other
purpose.

Parcel A Submerged land: vessel berthing for the vessel(s)
permitted under this Lease (see below and Exhibit D); use of
floats and ramps; vessel provisioning; overnight berthing;
passenger loading and unloading;

Parcel B Pier 31% Marginal Wharf and plaza: for public
assembly; visitor circulation; ferry passenger queueing, and
staging; information kiosk, interpretive exhibits; souvenir
photography directly serving ferry passengers; protected
seating and dining area; and support for routine/minor
maintenance of ferry vessels ;

Parcel C Pier 31 Shed: maritime storage and other storage,
“including food storage; employee and accessible vehicular
parking; public restrooms; and bicycle parking;

Parcel D and D-1 Pier 33 Shed: maritime storage and other
storage, including food storage; employee break area; utility
area and public restrooms and construction activities;
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Parcel E Pier 33 South Bulkhead Building 1st Floor:
ticketing, office and circulation areas;

Parcel F Pier 33 South Bulkhead Building 2nd Floor:
office and construction activities;

Parcel G Pier 33 South Bulkhead Building 3rd Floor:
office uses.

All Permitted Uses must be consistent with the uses described
in the Final Mitigated Negative Declaration for the project
(2017-000188ENV) (“FMND”). Tenant shall seek Port’s prior
written consent for any new or modified uses subject to
further environmental review and approval by the Port
Commission and Board of Supervisors, each in its sole
discretion if required. If Port approves such new or modified
uses, Port may impose reasonable conditions on such uses.

Additional Prohibited | In addition to, and without limiting, the Prohibited Uses
Uses: | specified in Section 8.2 below, Tenant shall be prohibited
from using the Premises for any of the following activities:

Tenant shall not offer food and beverage on Parcels B-G.
Except for souvenir photography directly serving ferry
passengers, Tenant shall not offer merchandise on
Parcels B- G.

The follow uses are prohibited unless and under the terms and
conditions allowed in the approved Operations Plan:

(a) Use of vehicles on the Marginal Wharf, including for
deliveries, loading and unloading which weigh in
excess of the DOT H20 rating.

(b) Use or storage of Hazardous Materials, as defined in
+ Section 2, including without limitation engine and
hydraulic oils, diesel fuel, gasoline, compressed
gases, such as propane, acetylene, oxygen, paints and
paint-related products. No fuel tanks, temporary or
otherwise, will be allowed on the Premises.

(c) Fueling or performing maintenance of vessels or
vehicles or other machinery, fixtures or furniture,
including fluid changes or transfers; painting;
sanding; chipping; sandblasting; painting preparation
work, and engine work.

(@) Washing vessels with anything other than
biodegradable soap and clean water. Washing vessels
with biodegradable soap and clean water is permitted.

(e) Discharging bilge water or any oily liquid into Bay
waters.

Ferry Concessioner Form Lease 7/30/2018 BLI-6 n\port\as2017\1400626\01293557.docx



® Conducting hot works and welding, except with all
necessary Regulatory Approvals.

Port shall have all remedies set forth in this Lease, and at law
or equity in the event Tenant performs any of the Prohibited
Uses.

Operations Plan: | All Permitted Uses must be performed in compliance with the
Port-approved Operations Plan attached hereto as Exhibit C
and hereby incorporated.

Failure to comply with the Operations Plan is a material
breach of this Lease. Port may, from time to time, review
Tenant's Operations Plan and make recommendations for
revisions. All revisions to the Operations Plan, whether
initiated by Port or Tenant, are subject to Port approval, in its
sole discretion.

- Permitted Vessels: | Tenant may use the Premises only for Tenant-leased or owned
vessels (including Affiliate-owned vessels) used for service to
Alcatraz Island unless otherwise approved in advance in
writing by Port in response to Tenant's request no less than
three (3) business days in advance of mooring such vessel.

' Tenant must secure all required Regulatory Approvals prlor to
mooring vessels at the Premises.

Prior to the Phase I Commencement Date, Tenant shall
provide a list of vessels that it intends to operate at the
Premises which shall be attached as Exhibit D to this Lease.

- Exhibit D shall list each vessel, its ownership (including
whether it is owned by an Affiliate) and name, the state or
federal vessel registration number, the length overall (LOA),
the net registered tons and the capacity of the vessels and
include a copy of the US Coast Guard Certificate for each
vessel. Changes and additions to the vessels listed in
Exhibit D may be made with three (3) business days’ written
notice to Port which notice must include all of the above
information. Exhibit D and any additions thereto shall be
subject to Port's approval in its sole discretion.

BASE RENT

PHASE I

Parcels A-D will remain in the Premises for the Term of this Lease

Monthly Base Rent Sq. Ft. Monthly Base | Total Monthly
Months 1-12 (beginning Rate Base Rent
on the Phase I
Commencement Date):
Parcel A Submerged 60,000 $.20 $12,000
land
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Parcel B Pier 31% 43,890 $.40 $17,556

Marginal Wharf and

plaza

Parcel C Pier 31 Shed 5,300 $1.50 $7,950

Parcel D Pier 33 Shed 4,062 $1.50 $6,093
PHASE II

Upon Completion of the Embarkation Site Improvements to the Pier 33 South
Bulkhead Building, Parcel D-1 will be surrendered; Parcel G will remain in the
Premises for the Term of this Lease. Parcel E in the Phase II Premises will be
replaced and superseded by Parcel E-1 in the Final Configuration as shown below

and in the Lease Exhibits

Monthly Base Rent Sq. Ft. Monthly Base | Total Monthlyv
Months 1-12 (beginning ’ Rate Base Rent
on the 271° day after
the Phase II
Commencement Date).
Parcel D-1 1,240 $1.50 $1,860
Pier 33 Shed:
Parcel E Pier 33 South 4,612 $5.00 $23,060
Bulkhead Building 1st
Floor
Parcel F Pier 33 South 4,555 $3.00 $13,655
Bulkhead Building 274
Floor
Parcel G Pier 33 South 4,612 $3.00 $13,836
Bulkhead 3¢ Floor

FINAL CONFIGURATION AFTER PIER 33 SOUTH BULKHEAD
COMPLETION DATE FOR THE PIER 33 SOUTH BULKHEAD BUILDING

Monthly Base Rent Sq. Ft. Monthly Base | Total Monthly

Months 1-12 (beginning Rate Base Rent
on the Pier 33 South

Bulkhead Building

Completion Date).
Parcel A Submerged 60,000 $.20 $12,000
land
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Parcel B Pier 31%; © 43,890 : - $.40 $17,556
Marginal Wharf and _ :
plaza

Parcel C Pier 31 Shed 5,300 $1.50 $7,950
Parcel D Pier 33 Shed | 4,062 $1.50 $6,093
Parcel E-1 Pier 33 1,382 $5.00 $6,910
South Bulkhead 1st-

Floor

Parcel G Pier 33 South 4,612 $3.00 $13,836
Bulkhead 3*¢ Floor :

Annual Base Rent | For Parcel G, on each Anniversary Date, Base Rent shall

Adjustment. | increase by three percent (3%). For all other parcels, on each
Anniversary Date, Base Rent shall increase by two and one-
half percent (2.5%).

Phase II Construction | Base Rent for Parcels E and F in the Pier 33 South Bulkhead

Rent Abatement: | shall be waived for Two Hundred and Seventy (270) days
beginning on the Phase II Commencement Date. No Base
Rent is due for Parcels E and F during this 270-day period
provided that there is no other existing Tenant default. Tenant
shall resume Base Rent payments for Parcels E and F on the
Two Hundred Seventy First (271%) day after the Phase II
Commencement Date regardless of whether the Embarkation
Site Improvements to Parcels E and F have been Completed
(“Phase II Rent Commencement Date”). The Phase II Rent
Commencement Date shall be stated in the Memorandum for
Phase II.

Percentage Rent: | As further defined and described in Section 5, in addition to
the monthly Base Rent specified above, Tenant shall pay
monthly Percentage Rent in an amount equal to the difference
between (i) the percentage rent for such calendar month and
(ii) the Base Rent for such calendar month for all Parcels,
except Parcel G, in any month in which the percentage rent
exceeds the Base Rent.

As further defined and déscribed in Section 5, “percentage
rent” shall be equal to the total monthly: :

(1) 7.50% of Gross Ticket Revenue; PLUS
(i1) 8.00% of Gross Ancillary Revenue; PLUS
(i) 7.25% of Gross Food and Beverage Revenue.
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Rent Abatement During | Base Rent shall be suspended for Parcels A-E, during periods

Alcatraz Island Shut | when Alcatraz Island closes to visitors for more than one (1)

down: | day for reasons outside NPS's or its Agent's (including

Tenant’s) control (such as weather, earthquake damage or a
government shutdown, but not deferred maintenance) to the
extent that such interruption is not covered by Tenant's
business interruption insurance. Percentage Rent will
continue to be due for any such period.

Security Deposit | Two Hundred Eight Thousand Three Hundred dollars
($208,300) which consists of: twenty-thousand dollars
($20,000) plus an amount equal to two (2) months of the total
initial base rent for Parcels A-G ($188,300).

Tenant must Complete the following improvements as more
particularly described in the Scope of Development, including
the Schematic Design and Drawings, attached as Attachment 1
to the Work Letter which is attached hereto as Exhibit E and
incorporated (collectively, the “Embarkation Site
Improvements”): waterside improvements, including new
ferry barges, docks and associated infrastructure; Pier 31%
Marginal Wharf deck surface and visitor amenities; Pier 33
Shed visitor restrooms; Pier 31 bulkhead restrooms; interior
improvements in the Pier 31 and Pier 33 Sheds; Pier 33 South
Bulkhead Building ticketing area improvements; and
demolition of a portion of the 2nd floor of the Pier 33 South
Bulkhead Building and construction of a mezzanine area. The
Embarkation Site Improvements must achieve a Leadership in
Energy and Environmental Design (“LEED®”) Gold rating,
regardless of the applicable minimum square footage
threshold under the Port Green Building Standards Code
unless the Chief Harbor Engineer grants a waiver of such
certification based on the circumstances listed in

Section 101.12 of the Port Green Building Standards Code (as
may be amended from time to time) and subject to any
conditions the Chief Harbor Engineer imposes as a condition
to such waiver. '

Embarkation Site
Improvements:

Tenant must Complete the Embarkation Site Improvements no
later than the Fifth (5th) anniversary of the Effective Date of
this Lease (the “Embarkation Site Improvements Outside
Completion Date”).

Port and NPS estimate the costs of Embarkation Site
Improvements to be thirty million dollars ($30,000,000).

Tenant shall own and maintain the Embarkation Site
Improvements during the Term of this Lease. Unless
specified otherwise by Port in writing, the Embarkation Site
Improvements will become part of the realty upon expiration
or earlier termination of this Lease and shall remain on the
Premises at no cost to Port.
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All the Embarkation Site Improvements shall be constructed
at Tenant's sole cost and expense and in accordance with
Section 13 below and the Work Letter.

Rent Credits for | Upon Completion of the Embarkation Site Improvements by

. Embarkation Site | the Embarkation Site Improvements Outside Completion
Improvements: | Date, and subject to the conditions of Section 5.5, Tenant shall

be entitled to a rent credit in a maximum amount of Two
Million Five Hundred Twenty Thousand dollars ($2,520,000)
amortized on a straight line basis over a forty-eight (48)
month period in equal monthly amounts to be taken at a rate
of seventy percent (70%) of the total monthly Rent due.

Other than explicitly provided herein, Tenant understands and
agrees that it will not receive or seek rent credits or other
compensation or consideration for the Embarkation Site
Improvements and agrees that it will not seek additional term
for the purpose of amortizing such improvements.

Contractor’s Bond: | In an amount equal to One Hundred percent (100%) of the
construction costs in a form acceptable to Port as described in
the Work Letter.

Maintenance and | As further described in Section 11 below, the parties have the
Repair: | following maintenance and repair responsibilities:

Consistent with its routine maintenance and repair regime for
similar structures and subject to budgetary restrictions and
appropriations, Port will (i) inspect the applicable
Substructure (including the Seawall) and exterior of the
Pier 31 and Pier 33 bulkhead buildings and Sheds 31 and 33
(including roof, but excluding exterior roll up doors, doors and
windows) of the Premises on a periodic and as-needed basis,
but no less frequently than every five (5) years, and (if) will
provide as-needed maintenance and repairs in compliance
with applicable codes regarding protection of health and
safety as determined in the sole discretion of the Chief Harbor
Engineer in connection with the following:

(a) Substructure of the Pier 31 Marginal Wharf;

(b) Substructure of the Pier 31 and Pier 33 bulkhead
buildings and Sheds 31 and 33;

(c) Seawall,

) (d) exterior of the Pier 31 and Pier 33 bulkhead
buildings and Sheds 31 and 33 (including roof, but
excluding exterior roll up doors, doors and windows).

Tenant shall be responsible for all other maintenance and
repair obligations including without limitation: all Utilities;
all ferry barges, docks and associated waterside infrastructure;
Marginal Wharf deck surface; all interior improvements
within the Premises, including without limitation: Pier 33
visitor restrooms; Pier 33 ticketing area, interior of the Pier 31

Ferry Concessioner Form Lease 7/30/2018 BLI-11 n\port\as2017\1400626\01293557.docx



and 33 Sheds; the Pier 31 bulkhead restrooms; and all interiors
and exteriors of the Pier 33 bulkhead within the Premises
including exterior windows and doors.

If, for reasons other than Tenant’s or its Agents' or Invitees'
acts or omissions, Port is unable to perform its maintenance
and repair obligations such that Tenant’s vessels cannot
operate from the Premises or customers are not able to access
the vessels, Port, in its sole discretion, and subject to
appropriations by the Port Commission and Board of
Supervisors, may request that Tenant conduct the necessary
repairs provided that the costs of such repairs can be
amortized by Tenant during the remaining Term as agreed by
Port and Tenant. The parties agree that Tenant has the right
but not the obligation to perform the requested necessary
repairs. If Tenant chooses to perform the repairs, Tenant must
competitively bid the scope of work for the necessary repairs
and maintenance and Port must pre-approve such costs and a
schedule for the work. Port agrees to consider and pre-
approve changes to costs using the same process as the
original pre-approval. Upon Port’s written approval of the
costs and schedule, Tenant will undertake the work in
compliance with Section 13. Upon Completion, (a) subject to
the conditions of Section 5.5, Tenant shall be entitled to a rent
credit not to exceed the lesser of: the costs pre-approved by
Port or Tenant's actual costs amortized on a straight line basis
over the remaining Term of the Lease yielding equal monthly
amounts to be taken at a rate of seventy percent (70%) (or a
higher percentage as agreed by Port and Tenant in order for
Tenant to amortize such costs during the remaining Term) of
the total monthly Rent due; and (b) Tenant shall have no
further obligations with respect to the repairs performed by
Tenant, and Port shall resume its maintenance and repair
obligations as set forth in this Lease.

Notwithstanding any provision of this Lease, Port shall have
no maintenance and repair obligations or responsibility to
address the effects or impacts of flooding or sea level rise on
the Premises or Facility.

Port Pier 31% Marginal | Tenant acknowledges that Port intends to perform

Wharf Improvements: | improvements to the substructure of the Pier 31% Marginal
Wharf (“Pier 31% Marginal Wharf Improvements™) as further
described in Exhibit F during the Term. Tenant agrees that
Port and its authorized Agents shall have the right to enter the
Premises at all reasonable times and upon reasonable notice to |
perform the Pier 31% Marginal Wharf Improvements and
Tenant shall cooperate by providing access and other
reasonably requested assistance at no cost to Port. Port agrees
to use its commercially reasonable efforts to minimize
annoyance or disturbance to Tenant, its Subtenants (if any),
and their respective Invitees.

To the extent that Port is unable to obtain funding to undertake
the Pier 31 %2 Marginal Wharf Improvements by
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December 31, 2019, upon Port’s written notice, Tenant shall
perform the scope of work described in Exhibit F (as

| amended if needed) as determined by Port in its sole
discretion in accordance with the following provisions
provided that such scope of work can be amortized by Tenant
during the remaining Term as agreed by Port and Tenant.
Tenant must competitively bid the scope of work for the

Pier 31% Marginal Wharf Improvements and Port must pre-
approve such costs and a schedule for the work. Port agrees to
consider and pre-approve changes to costs using the same
process as the original pre-approval. Upon Port’s written .
approval of the cost and schedule, Tenant will undertake the
Pier 31% Marginal Wharf Improvements in compliance with
Section 13. Upon Completion, (a) subject to the conditions of
Section 5.5(b), Tenant shall be entitled to a rent credit not to
exceed the lesser of the costs pre-approved by Port or Tenant's
actual costs amortized on a straight line basis over the
remaining Term of the Lease yielding equal monthly amounts
to be taken at a rate of seventy percent (70%) (or a higher
percentage as agreed by Port and Tenant in order for Tenant to
amortize such costs during the remaining Term) of the total
monthly Rent due; and (b) Tenant shall have no further
obligations with respect to the repairs performed by Tenant,
and Port shall resume its maintenance and repair obligations
as set forth in this Lease.

Pier 31/ 33 Water Basin | Tenant acknowledges that this Lease includes only a portion
and Aprons: | of the Pier 31/ 33 Water Basin and a portion of the Pier 31 and
Pier 33 aprons. The Pier 31 and Pier 33 aprons serve as the
secondary means of ingress and egress to the Pier 31 and
Pier 33 sheds and must remain accessible for purposes of
access and egress to and from The Embarcadero and Tenant
shall not obstruct or restrict such access. The areas of the
Pier 31/ 33 Water Basin outside the Premises must remain
open for safe, unimpeded vessel navigation. Accordingly, the
Parties agree as follows: (A) Tenant shall navigate as close to
the centerline of the Pier 31/ 33 Water Basin as possible
taking local conditions (including currents) into consideration
in order to leave the basin clear for the safe maneuvering of
vessels; there shall be no idling vessels in the basin; (B) as
part of its Operations Plan, Tenant shall provide a vessel
berthing, scheduling and operations plan to address use of the
Pier 31/ 33 Water Basin; and (C) Port reserves the right to
allow use of the aprons in connection with uses of the
Pier 31/ 33 Water Basin in the case of emergencies and for the
following routine maritime uses without limitation: (1)
layberthing (including potentially by Tenant including under
Tenant’s Right of First Refusal as described below), (2)
-| maintenance and repair vessels, barges and equipment
including pile driving and dredging equipment, (3) fishing
vessels associated with the fish processing operations within
the Piers 31 and 33 sheds; and (4) commercial or private
vessels laying over during regional transit. For purposes of
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this Lease, layberthing is generally defined as berthing/storing
a vessel that is not being deployed in some kind of in-water
service, typically for repairs or on stand-by orders including
overnight berthing/storage.

Tenant’s Right of First-| Tenant shall have a one-time right of first refusal to enter into
Refusal for Use of | an agreement with Port to use the site(s) shown in Exhibit B-3

Aprons and Submerged | attached hereto (the “Apron Site(s)”) or any portion thereof for
Lands for Layberthing: | layberthing Tenant and/or Affiliate owned vessels used in
Alcatraz service under the following circumstances and
material terms: (i) no later than the Effective Date, Tenant has
notified Port in writing of the areas it wishes to use and the
duration of such use; (ii) Tenant agrees to use such sites
continuously for layberthing and for no other purpose; (iii) a
default of the terms of an agreement for layberthing will be a
default of this Lease and vice versa; (iv) Tenant must execute
an agreement with Port which includes the then-current
standard terms and conditions for similar operations including
all then-applicable City and Port requirements and payment of
rent as established by the then-current published Port
Commission-approved rental rate schedule and terms; and

(iv) such agreement will be subject to further environmental
review and Port Commission and/or Board of Supervisors’
approval, each in its sole discretion, as may be applicable.

Tenant agrees that the Right of First Refusal provided in this
Section is a one-time opportunity expiring on the Effective
Date and that Tenant shall have no rights to the Apron Site(s)
after the Effective Date. Upon Tenant’s exercise of its Right
of First Refusal and execution of an agreement on the terms
and conditions described in this Section, Port shall use
commercially reasonable efforts deliver such site(s) on the
Phase I Commencement Date or the earliest date possible after
such date if the Apron Site(s) are not available on the Phase I
Commencement Date. _

Tenant shall have no rights under this Section, and Port need
not enter into any agreement with Tenant to allow use of any
portion of the Apron Sites under this Section if: (i) Tenant
cannot adequately demonstrate the need for additional
layberthing space relating to its operations at the Premises; or
(i) Tenant is in default under this Lease beyond any
applicable cure period at the time that Port would otherwise
deliver the Apron Site(s); or (iii) the Apron Site is not
intended for the exclusive use of Tenant during the term of
the layberthing agreement.

Curb License: | Grant of License. In connection with this Lease, Port hereby
grants permission to Tenant to carry out the activities
described below in the area consisting of approximately one
hundred (100) linear feet of “white zone” curb space on the
eastern side of The Embarcadero in front of Pier 33 in the City
and County of San Francisco, State of California as more
particularly described on Exhibit G attached hereto and made
a part hereof, together with any and all Improvements and
Alterations (“License Area”). This license (the "Curb License")
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is a revocable, personal, non-assignable (except in connection
with a permitted Assignment pursuant to this Lease), non-
exclusive, and non-possessory privilege to enter and use the
License Area on a temporary basis that commences on the
Phase I Commencement Date and expires on the Expiration
Date unless sooner terminated pursuant to the terms of this
Lease. -

The License Area shall be used as a “white zone” solely for a
bus/shuttle stop for the drop off and pick up of Tenant’s
Invitees. This license is subject to all requirements of the Port
Harbor Code, as amended from time to time, including
without limitation Section 24(d) which states that white zones
“shall indicate stopping only for loading or unloading of
passengers, day or night, and in any such event the stopping
shall be limited to a maximum period of five (5) minutes;
provided, however, that in no event shall white zones be used,
except for taxicab operators, to originate or solicit business for
commercial tour operations or any other commercial
operations.” ‘

In addition, the following activities are prohibited in the
License Area: (a) Parking or stopping for any purpose other
than the drop off and pick up Tenant’s Invitees; (b) loading or
unloading supplies, equipment or materials; (c) interference
with the use of the roadway, sidewalk or curb of adjacent Port
property by the public, other Port tenants or the Port; (d)
installation of any signs, material or equipment. Tenant shall
actively manage the License Area to ensure compliance with
the terms and conditions set forth herein.

Except as provided herein, the rights by license described
above are for the same purposes and are subject to all of the
terms and conditions of this Lease as if the License Area is the
Premises (including without limitation Section 3.8, but Tenant
agrees and acknowledges that, the License is personal, non-
assignable (except in connection with a permitted Assignment
pursuant to this Lease), non-exclusive, and non-possessory,
and revocable and that Port may, in its sole-and absolute
discretion, upon not less than sixty (60) days’ prior written
notice to Tenant, revoke or terminate the Curb License at any
time prior to the Expiration Date, without cause and without
obligation to pay any consideration to Tenant. The parties
agree that provisions regarding the nature of the Curb License
are material and that the Port would not have granted the Curb
License absent such provisions.

Tenant shall be responsible to manage the License Area to
ensure compliance with all rules pertaining to its use, and
including if necessary, to compensate any City Agency
including the Port for the cost of any dedicated enforcement
officers, bollards, signage, repainting and minor repair to
curbs, signs and bollards.

Port has no obligation, responsibility or liability to provide

any services in on or to the License Area; to maintain or repair
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the License Area; or to remove vehicles parked in the License
Area. Tenant shall have no right to perform any
Improvements or Alterations to the License Area.

Curb License Fee. From and after the Phase 1
Commencement Date, Licensee shall pay, as Additional Rent,
a monthly License Fee (“Curb License Fee”) equal to the then-
current amount per zone adopted by the Port Commission. In
addition, Tenant shall pay an initial set up fee equal to the
then-current amount per zone adopted by the Port
Commission. On each Anniversary Date, the Curb License
Fee shall increase by three percent (3%).

Assignments, Subleases | As further described in Section 21:- (i) Port will consent to an

and Mortgages. | Assignment of this Lease if NPS approves an Assignment of
the Ferry Concessioner Contract; and (i) without NPS’s and
Port’s independent consent, Tenant shall not (A) enter into a
sublease or similar agreement allowing another person to use
the Premises or any portion thereof including without
limitation a manager, vendor or concessionaire; or (B) enter.
into a mortgage or similar agreement.

Embarkation Site | Tenant and Port will cooperate with each other and with the
Construction.| Conservancy to coordinate construction, maintenance and

Coordination: | repair and other activities at the Embarkation Site. If, despite
the parties” diligent efforts, the Port’s construction,
maintenance and repair activities discussed above or in
Sections 3.9, 13.10 or 14.3 result in a direct documented loss
of Alcatraz Island customers in any month such that Tenant’s
Percentage Rent due is less than that Tenant’s Base Rent due
for such month, then, as the sole remedy under this Lease and
upon satisfactory documentation where parties are making
diligent efforts and there is still a documented loss, Port will
provide rent abatement to Tenant in the form of a prorata
reduction in Base Rent on a per square footage lost basis for
up to a maximum of six (6) months. The Parties agree that,
for purposes of this Section, diligent efforts shall include
scheduling construction, maintenance and repair work in a
manner that preserves Tenant’s ability to continue trips to
Alcatraz Island.

Certain Regulatory | Tenant acknowledges that Port obtained the following |
Approvals: | Regulatory Approvals:

(1) a BCDC permit(s) for the construction of the Embarkation
Site Improvements and Tenant’s operations;

(i1) an Army Corps of Engineers permit for construction of
the Embarkation Site Improvements; and

(iii) a RWQCB permit for construction of the Embarkation
Site Improvements and Tenant’s stormwater management.

Prior to the Phase I Commencement Date, Tenant shall, at its
sole cost and expense, add its name to the BCDC permit and
transfer the other two permits into its name and remove Port
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from such permits. Port will cooperate with such actions at no
cost to Port (except for Port’s internal staff time). Tenant
agrees and acknowledges that it will be solely responsible at
its sole cost and expense and without liability to Port for
compliance with all the terms and conditions of these
Regulatory Approvals, including without limitation,
development, maintenance and repair of any public access
areas required by the BCDC permit (notwithstanding that Port
will be co-permittee on the BCDC permit).

Utilities: | Tenant's sole responsibility, as further described in Section 12
below. New or upgraded Utilities must be installed above the
top surface of the pier deck.

Local Hiring | Tenant shall comply with the Local Hire Plan attached hereto
Requirements: | as Exhibit H which is hereby incorporated.

City Requirements: | [Placeholder to add new Laws and City Requirements (that do
not conflict with federal law or for which NPS has not
obtained a waiver) effective subsequent to the effective date of
the Port/NPS Agreement but prior to the Effective Date of this
Lease].

Development Project. | Pier 31% Marginal Wharf Improvements; Long-term

Conservancy Lease (Port Lease No. L-16274); Seawall
Resiliency Project.

Mitigation Measures
and Improvement
Measures Monitoring
and Reporting Program
(MMRP):

In order to mitigate any potential significant environmental
impacts of the project, Tenant agrees that its development and
operation will be in accordance with the MMRP set forth in
the FMND and attached as Exhibit I and fully incorporated
herein. Tenant is responsible for implementation and
compliance with all measures relating to its activities. As
appropriate, in addition, Tenant will incorporate the MMRP
into any contract for the development and/or operation of the
Premises. Failure to comply with the requirements of this
Section shall be a default of this Lease.

Lease Prepared By:

Jay Edwards, Senior Property Manager
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LEASE AGREEMENT

This Lease Agreement, dated for reference purposes only as of the Effective Date set
forth in the Basic Lease Information, is by and between the CITY AND COUNTY OF SAN
FRANCISCO, a municipal corporation ("City"), operating by and through the SAN
FRANCISCO PORT COMMISSION ("Port"), as landlord, and the Tenant identified in the
Basic Lease Information ("Tenant"). The basic lease information (the "Basic Lease Information"),
the exhibits, schedule and this Lease Agreement are and shall be construed as a single instrument
and are referred to herein as this "Lease". In the event of any conflict or inconsistency between
the Basic Lease Information and this Lease Agreement, the Basic Lease Information will control.

1. DEMISE.

In consideration for the rents and all other charges and payments payable by Tenant, and
for the agreements, terms and conditions to be performed by Tenant in this Lease, Port does
hereby lease to Tenant, and Tenant does hereby hire and take from Port, the Premises upon the
agreements, terms and conditions of this Lease for the Term hereinafter stated.

2. DEFINITIONS.

Definitions used in this Lease are found in the specified locations in this Lease or are set
forth below. Definitions that are not capitalized below are not capitalized when used in this
Lease.

“1998 Concessions Act” means the National Park Service Concessions Management
Improvement Act of 1998 (54 U.S.C. §101911 et seq.) and its implementing regulations, as may
be superseded or amended.

"ACMs" is defined in Section 16.6 below.

"ADA" means the Americans with Disabilities Act, a federal law codified at 42 U.S.C. §§
12101 et seq., including, but not limited to, Title III thereof, and all regulations and guidelines
related thereto, together with any and all laws, rules, regulations, ordinances, codes and statutes
now or hereafter enacted by local or state agencies having jurisdiction thereof, including all
requirements of Title 24 of the State of California, as the same may be in effect on the date of
this Lease and may be hereafter modified, amended or supplemented.

"Additional Rent" means the Curb License Fee and all taxes, assessments, insurance
premiums, operating and maintenance charges, fees, costs, expenses, liabilities and obligations of
every description which Tenant assumes or is obligated to pay or discharge pursuant to this
Lease, together with every fine, penalty, interest or other charge which may be added for non-
payment or late payment, whether payable to Port or to other persons, parties or entities
designated herein.

"Affiliate" means: (i) a Person that Controls or is Controlled by Tenant, or is Controlled
by the same Person that Controls Tenant; or (ii) if Tenant is a natural Person, any designated
successor by trust, will, or court order following Tenant's death or incapacity.

"Agents" when used with reference to either party to this Lease or any other person means
the officers, directors, employees, agents, and contractors of the party or other person, and their
respective heirs, legal representatives, successors, and assigns. .

"Alterations" means any alterations, installations, improvements, or additions to any
Improvements or to the Premises.

"Anniversary Date" means the first and each subsequent anniversary of the Phase I
Commencement Date.

“Approved Pier Flood Protection Plan” is defined in Section 14.
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“Apron Sites” means open water areas for vessel berths directly adjacent to pier supported
structures adjacent to and alongside Piers 31 and 33 as generally shown on Exhibit B-3.

"Assign" or “Assignment” shall have the same meanings as in the 1998 Concessions Act
and the Ferry Concession Contract.

" Audit Period” is defined in Section 5.6.

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

"Base Rent" means the monthly Base Rent specified in the Basic Lease Information and
described further in Section 5.2 hereof.

"BCDC" means the San Francisco Bay Conservation and Development Commission.

"Books and Records" means all of Tenant's books, records, and accounting reports or
statements relating to its business, this Lease, the Embarkation Site Improvements and the
operation and maintenance of the Premises, including without limitation, cash journals, rent rolls,
general ledgers, income statements, bank statements, income tax schedules relating to the
Premises and any other bookkeeping documents Tenant utilizes in its business operations for the
Premises. Tenant shall maintain a separate set of accounts to allow a determination of Gross
Revenue generated directly from the Premises and all exclusions therefrom.

"business day" means any week day during which businesses are generally open for
‘business, excluding local, state, and federal holidays observed by Port.

"Cal-OSHA" means the Division of Occupational Safety and Health of the California
Department of Industrial Relations.

"Cash Consideration" means cash or its equivalent in immediately available funds.
“CEQA” means the California Environmental Quality Act.

"Certified Construction Costs" are Construction Costs that Port has approved through the
procedures described in Section 21.3(c).

"Changes" is defined in Section 10.2 below.

“Chief Harbor Engineer” or “CHE” means the Port’s Chief Harbor Engineer acting in
his/her regulatory capacity as the Port’s chief building official in accordance with applicable
Laws. '

“CHE Determination” as defined in Section 14.
“CHE Determination Notice” as defined in Section 14.
"City" means the City and County of San Francisco, a municipal corporation.

"City Agency" means a department of the City and County of San Francisco, a municipal
corporation. ' :

"Claims" means all liabilities, injuries, losses, costs, claims, demands, rights, causes of
action, judgments, settlements, damages, liens, fines, penalties and expenses, including without
limitation, direct and vicarious liability of any kind for money damages, compensation, penalties,
liens, fines, interest, attorneys' fees, costs, equitable relief, mandamus relief, specific
performance, or any other relief.

“Class Life” means the classification of and amortization period applicable to the
Embarkation Site Improvements under Internal Revenue Code Section 168(e).

“CMD” means the Contract Monitoring Division of the City’s General Services Agency

"Commission" means the San Francisco Port Commission.

Ferry Concessioner Form Lease 7/30/2018 2 _ n\port\as2017\1400626\01293557.docx



"Common Areas" means all areas outside of the Premises and within the boundaries of the
Facility that are not now or hereafter exclusively leased or exclusively permitted to other tenants
or permittees, and that are designated by Port from time to time for the general common use or
convenience of Port, Tenant, or other tenants of Port, and the respective authorized Agents and
Invitees of the same. The Common Areas include, without limitation, driveways, delivery areas,
pedestrian walkways, service corridors accessing loading docks, utility rooms, and other areas or
improvements provided or designated by Port for common use. The Common Areas shall not
include any parking areas located outside the boundaries of the Facility.

“Completion” or "Completed" means, as the case may be, completion by Tenant of all
aspects of (i) the Embarkation Site Improvements in accordance with the Work Letter (including
the Scope of Development), (ii)Subsequent Alterations, or (iii) any other improvements
undertaken by Tenant under the provisions of this Lease; each in compliance with all Regulatory
Approvals and Port’s issuance of applicable certificates of occupancy, completion or other
written evidence of Port’s sign-off on a building permit or other documentation as required.
Where this Lease specifies phased construction, Completion means Completion as to each
specified phase.

"Conduct Code" is defined in Section 31.13.
“Concession Franchise Fee” is defined in Section 5.1.
“Conservancy” is defined in the Basic Lease Information.

"Construction Costs" means actual costs paid by Tenant for all categories of costs for
Embarkation Site Improvements, without interest, and subject to the limitations set forth in the
Work Letter, and amortized on a stra1ght line basis over the Class Life of the Embarkation Site
Improvements

"Construction Costs Report" means a report prepared by a CPA specifying the Class Life
of and verifying Tenant's actual Construction Costs for the Embarkation Site Improvements,
accompanied by copies of documentation substantiating all expenditures, such as: (a) executed
contracts; (b) invoices for labor, services, goods, and materials, bills of lading, and other bills or
receipts marked "Paid" or similarly indicating payment in full; (c) canceled checks or other
written evidence of payment; and (d) other documents reasonably requested by Port.

"Control" means the direct or indirect ownership of: (a) fifty percent (50%) or more of
each class of equity interests in the entity; or (b) fifty percent (50%) or more of each class of
interests that have the right to nominate, vote for, or otherwise select the members of the
governing body that directs or causes the direction of substantially all of the management and
policies of the entity; or (c) the right to direct or cause the direction of substantially all of the
management and policies of the entity. :

"Core Benefits" is defined in Section 31.1(c).

"Costs of Sale" means the following costs, but only to the extent Tenant actually incurred
them in connection with a Sale: (a) reasonable (as determined by the Port in its reasonable
discretion) brokerage commissions; (b) customary closing fees and costs, including title
insurance premiums, survey fees, escrow fees, recording charges, and transfer taxes;

(c) reasonable attorneys' fees; and (d) new tenant improvements to be made solely in connection
with the Sale and performed in compliance with Section 13. Costs of Sale exclude rents, taxes,
or other income or expense items customarily prorated in connection with sales of real property.

"CPA" means an independent certified public accounting firm acceptable to Port in its
reasonable discretion.

“Curb License” is defined in the Basic Lease Information.

“Curb License Fee” is defined in the Basic Lease Information.
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"Date of Taking" means the eatlier of (i) the date upon which title to the portion of the
Property taken passes to and vests in the condemnor or (ii) the date on Wthh Tenant is
dispossessed.

"disturbed or removed" is defined in Section 13.3(g) below.
“Dredging Work" is defined in Section 11.5.

“DMMO” means the Dredged Material Management Office.
“Effective Date” is defined in the Basic Lease Information.
“Embarkation Site” is defined in the Basic Lease Information.

"Embarkation Site Improvements" means the Improvements to be constructed by Tenant as
further described in the Basic Lease Information and the Work Letter.

“Embarkation Site Improvements Outside Completion Date” is defined in the Basic Lease
Information.

"Encroachment Area" is defined in Section 3.13 below.
"Encroachment Area Charge" is defined in Section 3.13 below.

‘ "Environmental Laws" means any Laws relating to Hazardous Material (including its
Handling, Release, or Remediation) or to human health and safety, industrial hygiene, or
environmental conditions in the environment, including structures, soil, air, bay water, and
groundwater, and any environmental mitigation measure adopted under Environmental Laws
affecting any portion of the Facility.

"Environmental Regulatory Action" when used with respect to Hazardous Materials means
any mqulry, Investlgatlon enforcement, Remediation, agreement, order, consent decree,
compromise, or other action that is threatened 1nst1tuted filed, or completed by an
Environmental Regulatory Agency in relation to a Release of Hazardous Materials, including
both administrative and judicial proceedings.

"Environmental Regulatory Agency" means the United States Environmental Protection
Agency, OSHA, any California Environmental Protection Agency board, department, or office,
including the Department of Toxic Substances Control and the San Francisco Bay Regional
Water Quality Control Board, Cal-OSHA, the Bay Area Air Quality Management District, the
San Francisco Department of Public Health, the San Francisco Fire Department, the San
Francisco Public Utilities Commission, Port, or any other Regulatory Agency now or later
authorized to regulate Hazardous Materials. :

"Environmental Regulatory Approval" means any approval, license, registration, permit, or
other authorization required or issued by any Environmental Regulatory Agency, including any
hazardous waste generator 1dent1ﬁcat10n numbers relating to operations on the Premises and any
closure permit.

"Event of Default” is defined in Section 22.

"Exacerbate" or "Exacerbating” when used with respect to Hazardous Materials means any
act or omission that increases the quantity or concentration of Hazardous Materials in the
affected area, causes the increased migration of a plume of Hazardous Materials in soil,
groundwater, or bay water, causes a Release of Hazardous Materials that had been contained
until the act or omission, or otherwise requires Investigation or Remediation that would not have
been required but for the act or omission. Exacerbate also includes the disturbance, removal or
generation of Hazardous Materials in the course of Tenant's operations, Investlgatlons
maintenance, repair, Improvements and Alterations under this Lease. "Exacerbation" has a
' correlatmg meaning.
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"Excess Rent" means Sublease rent and any other sums paid or payable to Tenant under a
Sublease, excluding the value of goodwill, in excess of Tenant's concurrent Rent obligation for
the Sublease premises. '

"Expiration Date" means the date on which the Term expires as specified in the Basic
Lease Information.

"Facility" means the piers, buildings or other structure in or on which the Premises is
located including the entire Embarkation Site and Pier 31% Facility No. 1315; Pier 33 Bulkhead
Facility No. 1330; Pier 33 Shed Facility No. 1300; Pier 31 Shed Facility No. 1310; and the
Pier 31/33 Water Basin.

"Facility Systems" means the plumbing, electrical, fire protection, life safety, sécurity and
other mechanical, electrical, and communications systems of the Facility.

“Ferry Concession Contract” means a valid and effective contract entered into under
authority of the 1998 Concessions Act between NPS and each successive Ferry Concessioner
authorizing a Ferry Concessioner to provide: (i) passenger ferry and associated services between
the Embarkation Site and a landing at Alcatraz Island; (ii) if authorized or required by NPS:
passenger ferry and associated services between the Embarkation Site and a landing at another
NPS site in the San Francisco Bay Area and/or a landing at a non-NPS park within the San
Francisco Bay Area for which NPS provides cooperative services through a partnership with
another entity; and (iii) Interpretive Park Cruises.

“Ferry Concessioner” means the party identified as Tenant in the Basic Lease Information. -

"financial statements" mean a current balance sheet and profit and loss statements that
have been reviewed or examined by a CPA. '

“Force Majeure” means events which result in delays of performance of a party’s
obligations hereunder due to causes beyond the party’s control and not caused by the acts or
omissions of such party, including acts of nature or of the public enemy, war, invasion,
insurrection, riots, any general moratorium in the issuance of governmental or regulatory permits
applicable to the Premises or the Improvements, acts of the government, fires, floods,
earthquakes, tidal waves, epidemics, quarantine, restrictions, strikes, freight embargoes,
unusually severe weather (but only if such unusually severe weather causes actual delays);
delays of contractors or subcontractors due to any of the foregoing causes; strikes and substantial
interruption of work because of labor disputes (excluding strikes and labor disputes directly
related to any contracts between a party and its contractors or work performed on behalf of such
party). Force Majeure does not include (1) failure to obtain financing or failure to have adequate
funds, (2) sea level rise; and (3) any event that does not cause an actual delay.

"goodwill" means the value assigned to Tenant's intangible business assets in connection
with an Assignment, but only if the Assignee will continue to operate the same business that
Tenant operated at the Premises and Port reasonably agrees with the valuation.

“Gross Ancillary Revenue” is defined in Section 5.1.
"Gross Revenue" is defined in Section 5.1.
“Gross Food and Beverage Revenue” is defined in Section 5.1.

"Gross Sale Proceeds" means all consideration in any form directly or indirectly received
by or for the account of the Tenant in connection with a Sale, including: (a) Cash Consideration;
(b) the principal amount of any loan by Tenant to the Assignee to finance the Sale; and (c) the
fair market value of any other non-cash consideration representing a portion of the purchase
price.

“Gross Ticket Revenue” is defined in Section 5.1.
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"Habitual Late Payer" means Tenant has received (a) at least two (2) notices of monetary
default, or (b) at least three (3) notices of default within a twelve (12) month period.

"Handle" or "Handling" means to use, generate, process, manufacture, produce, package,
treat, transport, store, emit, discharge, or dispose of a Hazardous Material.

"Hard costs” is defined in Section 11.4 below.

"Hazardous Material" means any substance, waste, or material that is now or in the future
designated by any Regulatory Agency to be capable of posing a present or potential risk of injury
to human health or safety, the environment, or property. This definition includes anything
designated or defined in any Environmental Law as hazardous, hazardous substance, hazardous
waste, toxic, pollutant, or contaminant; any asbestos, ACMs, and PACMSs, whether or not part of
the structure of any existing Improvements on the Premises, any Improvements to be constructed
on the Premises by or on behalf of Tenant, or occurring in nature; and other naturally-occurring
substances such as petroleum, including crude oil or any fraction, and natural gas or natural gas
liquids.

"Hazardous Material Claim" means any Environmental Regulatory Action or any Claim
made or threatened by any third party against the Indemnified Parties, or the Premises or the
Facility, relating to damage, contribution, cost recovery compensation, loss or injury resulting
from the presence or Release of any | Hazardous Materials, including, without limitation, losses
based in common law. Hazardous Material Claims 1nclude without limitation, Investlgatlon and
Remediation costs, fines, natural resource damages, damages for decrease in value of the
Premises, any other part of the F acility, or other Port property, the loss or restriction of the use or
any amenity of the Premises, any other part of the Facility, or other Port property, and attorneys'
fees and consultants' fees and experts' fees and costs. '

"Hazardous Material Condition" means the presence, Release, or threatened Release of
Hazardous Materials in, on, or about the Premises, the Facility, other Port property, or the
environment, or from any vehicles or vessels Tenant or its Agents and Invitees uses durmg
Tenant's occupancy of the Premises.

"HEPA" is defined in Section 13.3(g) below.

"Improvements" means any and all buildings, structures, fixtures or other improvements
constructed or installed on the Premises or any other part of the Facility, including those
constructed by or on behalf of Tenant pursuant to this Lease (including, without limitation, any
trailers, signs, roads, trails, driveways, parking areas, curbs, walks, fences, walls, stairs, poles,
plantings and landscaping, and ferry barges, docks and associated infrastructure).

"Improvement Costs" is defined in Section 4.4(b).

"Improvements Pertaining to the Realty" means machinery or equipment installed for use
on the property that cannot be removed without a substantial economic loss or without
substantial damage to the property on which it is installed, regardless of the method of
installation. In determining whether particular property can be removed "without a substantial
economic loss," the value of the machinery or equipment in place and considered as part of the
realty should be compared with its value if it were removed and sold. :

"Indemnified Parties" means Port and City, including, but not limited to, all of their
respective boards, commissions, departments, agencies, and other subdivisions, and their
respective Agents.

"Indemnify" means to indemnify, protect, defend, and hold harmless forever.
"Indemnification" and "Indemnity" have correlating meanings.

“Intefpretive Park Cruises” means an excursion departing from and returning to the
- Embarkation Site without any landings in between which travels through waters within Golden
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Gate National Recreation Area and includes substantive interpretiVe materials regarding the NPS
and NPS’s parks.

"Interest Rate" means ten percent (10%) per year or, if a higher rate is legally permissible,
the highest rate an individual is permitted to charge under Law.

"Investigate" or "Investigation" when used with reference to Hazardous Materials means
any activity undertaken to determine and characterize the nature and extent of Hazardous
Materials that have been, are being, or are threatened to be Released in, on, under or about the
Premises, any other part of the Facility, other Port property, or the environment, and includes,
without limitation, preparation and publication of site history, sampling, and monitoring reports, -
performing equipment and facility testing such as testing the integrity of secondary containment
and above and underground tanks, and sampling and analysis of environmental conditions
before, during, and after Remediation begins and continuing until the appropriate Environmental
Regulatory Agency has issued a no further actlon letter, lifted a clean -up order, or taken similar
action.

"Invitees" means Tenant's clients, customers, invitees, patrons, guests, members,
licensees, permittees, concessionaires, assignees, subtenants, and any other person whose rights
arise through them.

"Late Charge" means a fee equivalent to fifty dollars ($50.00) with respect to Base Rent
and a fee equivalent to One Hundred Dollars ($100.00) with respect to Percentage Rent and
Monthly and Annual Statements.

"Law" means any present or future law, statute, ordinance, code, resolution, rule,
regulation, judicial decision, requirement, proclamation, order, decree, policy (including the
Waterfront Land Use Plan), and Regulatory Approval of any Regulatory Agency with
Jurisdiction over any portion of the Premises, including Regulatory Approvals issued to Port
which require Tenant’s compliance, and any and all recorded and legally valid covenants,
conditions, and restrictions affecting any portion of the Facility, whether in effect when this
Lease is executed or at any later time and whether or not within the present contemplation of the
parties, as amended from time to time.

"Lease" is defined in the preamble to this Lease.

“Lease Year” means the twelve (12) month period starting on each Commencement Date
and ending on the last day of the twelfth (12%) month after such date and each subsequent twelve
month period.

“License Area” is defined in the Basic Lease Information.
“Marginal Wharf” means the pier supported wharf shown on Exhibit B.
"NPS" means the National Park Service.

"Net Sale Proceeds" means Gross Sale Proceeds less Costs of Sale and goodwill. -If Tenant
made Embarkation Site Improvements at the Premises, Tenant's Adjusted Basis may be deducted
if Tenant previously complied with Section 21.3.

"Notice of Removal" is defined in Section 13.5 below.

"Notice to Cease Prohibited Use" is defined in Section 8.3 below.

"Notice to Vacate" is defined in Section 3.13 below.

"Official Records" means the official records of the City and County of San Francisco.
"OSHA" means the United States Occupational Safety and Health Administration.
"PACMs" is defined in Section 16.6 below.
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"Percentage Rent" means the Percentage Rent set forth in the Basic Lease Information and
Section 5.

"Person" means any natural person, corporation, limited liability entity, partnership, joint
venture, or governmental or other political subdivision or agency.

"Phase I Commencement Date “is defined in the Basic Lease Information.
"Phase II Commencement Date" is defined in the Basic Lease Information.

“Phase I Premises” means that portion of the Premises that is delivered on the Phase I
Commencement Date.

“Phase II Premises” means that portion of the Premises that is delivered on the Phase II
Commencement Date.

“Phase I Rent Commencement Date” the date on which the payment of Rent commences
for the Phase I Premises as specified in the Basic Lease Information.

“Phase IT Rent Commencement Date” the date on which the payment of Rent commences
for the Phase II Premises as specified in the Basic Lease Information.

“Pier 31% Marginal Wharf Improvements” is defined in the Basic Lease Information.

“Pier 31/ 33 Water Basin” means the open water area between and extending to the end of
Piers 31 and 33.

“Pier Flood Protection Measures” is defined in Section 14.
“Pier Flood Protection Plan” is defined in Section 14.
"Port" means the San Francisco Port Commission.

"Port program or project” shall mean (a) any development, removal or renovation, by
public and/or private parties, of the building, pier or seawall lot in, on or in the vicinity of the
Premises and any Development Project described in the Basic Lease Information, (b) the Seawall
Resiliency Project; and (c) the Pier 31% Marginal Wharf Improvements.

"Port representative" means Port, a City auditor, or any auditor or representative
designated by Port.

"Port's Sale Participation" means the portion of Net Sale Proceeds that Tenant must pay to
Port. '

"Port Work" is defined in Section “13.10 below.

"Premises”" means the real property descnbed in Section 3.1 below and depicted on
Exhibit B.

"preservative-treated wood containing arsenic” is defined in Section 31.12.
"prevailing party” is defined in Section 24.1 below.

"Prohibited Use(s)" is defined in Section 8.2.

“Project Requirements” is defined in the Work Letter.

“Proof of Expenditures” documentation, certified by a financial officer or other
accountant employed by Tenant who is authorized and competent to make such statements, as
accurate, complete and current, satisfactory to Port evidencing expenditures for improvements.
Proof of Expenditures shall include, without limitation, (i) copies of canceled checks, (ii) copies
of executed contracts, (iii) invoices for labor services and/or materials marked “Paid”; or
otherwise evidenced as having been paid; bills of lading marked “Paid”; other bills, and contracts
and receipts for services marked “Paid”, (iv) and such other proofs of expenditure as may be
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reasonable approved by Port, and (v) as applicable, unconditional lien waivers from all
contractors and subcontractors :

"Regulatory Agency" means the municipal, county, regional, state, or federal government
and their bureaus, agencies, departments, divisions, courts, commissions, boards, officers, or
other officials, including BCDC, any Environmental Regulatory Agency, Port (in its regulatory
~ capacity), other departments, offices, and commissions of the City and County of San Francisco
(each in its regulatory capacity), Port's Chief Harbor Engineer, the Dredged Material
Management Office, the State Lands Commission, the Army Corps of Engineers, the United
States Department of Labor, the United States Department of Transportation, or any other
governmental agency now or later having jurisdiction over Port property.

"Regulatory Approval" means any authorization, approval, license, reglstratlon or permit
required or issued by any Regulatory Agency

"Release" when used with respect to Hazardous Materials means any actual or imminent
spilling, introduction, leaking, pumping, pouring, emitting, emptying, discharging, injecting,
escaping, leaching, dumping, or disposing in, on, under or about the Premises, any other part of
the Facility, other Port property, or the environment.

"Remediate” or "Remediation” when used with respect to Hazardous Materials means to
clean up, abate, contain, treat, stabilize, monitor, remediate, remedy, remove, or otherwise
control Hazardous Materials, or to restore the affected area to the standard required by the
applicable Environmental Regulatory Agency in accordance with applicable Environmental
Laws and any additional Port requirements. "Remediation" also includes the creation of a
remedial work plan to be approved by the appropriate Environmental Regulatory Agency when
required.

"Renewable Energy System" is defined in Section 12.3 below.

"Rent" means the Base Rent, Percentage Rent, Additional Rent and all other sums
payable by Tenant to Port hereunder, including, without limitation, any Late Charge and any
interest assessed pursuant to Section 5.

"Repair Period" means two hundred ten (210) days after the date of damage to the
Premises or the Facility by fire or other casualty.

"Rules and Regulations" means the Rules and Regulations, if any, applicable to the
Facility, as may be amended from time to time.

"RWQCB" means the State of California Regional Water Quality Control Board.

"Sale" means: (a) Tenant's transfer of its entire interest in this Lease or the entire
leasehold estate, including the sale of Tenant's Property at the Premises and Tenant's goodwill to
any other Person or entity; or (b) a transfer affecting ownership of the beneficial interests in or
the business assets of Tenant.

"Sale Closing" means the date that any Sale closes.
"saltwater immersion" is defined in Section 31.12.

"Scope of Development" means schematic design and drawings, the Schedule of
Performance, the preliminary plans and any narrative description which is attached to the Work
Letter (Exhibit E) as Attachment 1. The Scope of Development includes the Schematic Design
and Drawings prepared by NPS and approved by Port prior to the Effective Date.

“Seawall” is defined in Section 3.7 and shown on Exhibit B-4 in relation to the Premises.

"Security Deposit" means the amount specified in the Basic Lease Information and as
further described in Section 7 below.
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"Significant Change" means (1) a change in the identity of Controlling Tenant, (2) the
admission of any new shareholder or other equity investor that has the right to exercise Control
over Tenant, (3) the dissolution of Tenant, or (4) the sale of fifty percent (50%) or more of
Tenant's assets, outstanding equity interests, capital or profits or of the assets, outstanding equity
interests, capltal or profits of any Person Controlhng Tenant. So long as Tenant is an entity
whose outstandmg stock is listed on a nationally recognized security exchange or if at least
eighty percent (80%) of Tenant’s voting stock is owned by another entity, the voting stock of
which 1s so listed a transfer of such stock does not constitute a Slgmﬁcant Change under this
Lease.

"Special Event" means use of the Premises for the following types of activities, which, in
each case, have been approved in writing by NPS: concerts, musical and theatrical performances
and other forms of live entertainment, public ceremonies, art or historical exhibitions or other
public or private exhibitions and activities related thereto related to programming on Alcatraz
Island or other NPS sites or programs.

“Sublease” means the following events or proposed events: (a) a proposed or actual
sublease, sublicense or agreement of similar effect with a subtenant, sublicensee, manager,
vendor, concessionaire, food truck or food cart operator for all or any part of the premises as
defined in a lease or similar agreement; (b) any person other than Tenant occupies or claims a
right of possession to any part of the Premises; or (c) any further sublease, sublicense or
agreement of similar effect with a subtenant of any of its interest in its sublease or premises.

"Subleasing Expenses" means verifiable and reasonable brokerage commissions incurred
in connection with a Sublease and the costs of any new tenant improvements for which Tenant is
responsible under the Sublease.

" "Subsequent Alteration" means all alterations, installations, Improvements, repairs to and
reconstruction, replacement, addition, expansion, restoration, alteration or modification of any
Improvements, or any construction of additional Improvements, following completion of the
Embarkation Site Improvements pursuant to the Work Letter. As otherwise provided by this
Lease, Subsequent Alterations may include: the Pier 312 Marginal Wharf Improvements and/or
specified Port’s maintenance and repair obligations if assigned to Tenant.

"Substructure" means that portion of the pier that includes all the load bearing structural
elements that are at or below the top surface of the pier deck. The load bearing structural
elements of the substructure include but are not limited to slab/deck, beams and piles. For
purposes of this Lease, "Substructure" does not include the asphalt covering the apron or the
wooden decking or any utilities located within or under the Substructure

"SWPPP" is deﬁned in Section 16.8(a) below.

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

"Tariff" means the Port of San Francisco Tariff No. 5 on file with the Federal Maritime
Commission, as amended or superseded from time to time (including amendments to the
numbering designation). Except as otherwise set forth in this Lease, Tenant is contractually
bound by all Tariff terms and conditions as if the same were set forth in full herein. In the event
of a conflict between the provisions of the Tariff and the provisions of this Lease, the prov151ons
of this Lease shall prevail.

"Tenant" means the party identified as Tenant in the Basic Lease Information. .

. "Tenant's Property" means all furniture, trade fixtures, office equipment, and articles of
movable personal property installed in the Premises by or for the account of Tenant, and any
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Improvements or Alterations constructed on or affixed to the Premises if designated under this
Lease as Tenant's Property, in either case without cost to Port.

"Term" 1s defined in Section 4.1 below.

"trade fixtures" means those items of personalty, furniture, equipment, machinery used in
trade by Tenant which are customarily removed without damage to the Premises at the end of a
lease term in the ordinary course of businesses of the type operated by Tenant at the Premises.

"Utilities" means electricity, water, gas, heat, sewers, oil, telecommunication services and
all other Utilities.

"Waiving Party" is defined in Section 17.5.
"Work" when used in reference to construction is defined in Section 13.3(c).
"worth at the time of award" 1s defined in Section 23.2 below.
3. PREMISES; AS-IS CONDITION.
3.1.  Premises.

(a) Subject to the provisions of this Lease, Port hereby leases to Tenant, and
Tenant hereby leases from Port, the Premises identified in the Basic Lease Information. The
Premises has the address and contains the square footage specified in the Basic Lease
Information. The location and dimensions of the Premises are depicted on Exhibit B attached
hereto and incorporated herein by reference. Except as otherwise set forth in the Basic Lease
Information regarding re-measurement upon Completion of the Embarkation Site Improvements,
Port and Tenant agree and acknowledge that (i) any statement of rentable or usable (if applicable)
square footage set forth in this Lease is an approximation which Port and Tenant agree is
reasonable and that the usable square footage of the Premises may be less than the rentable square
footage of the Premises; (ii) the rentable square footage of the Premises shall be used at all times
to calculate the Base Rent due and payable by Tenant under this Lease; and (iii) neither the Base
Rent nor any other economic term based on rentable square footage shall be subject to revision
- whether or not the actual rentable or usable square footage is more or less.

(b) Tenant shall have the non-exclusive right to use, together with other tenants,
the Common Areas. All of the Common Areas shall at all times be subject to the exclusive
control, regulation, and management of Port. Port shall have the right to construct, maintain,
and operate lighting facilities on all Common Areas; to patrol all Common Areas; to
temporarily close any Common Areas for maintenance, repairs or alterations; from time to time
to change the area, level, location and arrangement of Common Area fac1htles to use the
Common Areas and restrict access and use of the same during the maintenance, repair,
construction or reconstruction of buildings, additions or improvements; to erect buildings,
additions and improvements on the Common Areas from time to time; and to restrict parking by
tenants, their Agents and Invitees. Port may operate and maintain the Common Areas and
perform such other acts and make such other changes at any time and from time to time in the
size, shape, location, number and extent of the Common Areas or any of them as Port in its sole
discretion shall determine; provided, however, that no exercise by Port of its rights hereunder
shall unreasonably restrict access to the Premises.

3.2.  Accessibility Inspection Disclosure.

- California law 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 requirements. The
law does not require landlords to have the inspections performed. Tenant is hereby advised that
the Premises has not been inspected by a CASp and, except to the extent expressly set forth in
this Lease, Port shall have no liability or responsibility to make any repairs or modifications to
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the Premises in order to comply with accessibility standards. The following disclosure is
required by law:

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

3.3.  San Francisco Disability Access Disclosures. Tenant is hereby advised that the
Premises may not currently meet all applicable construction-related accessibility standards,
including standards for public restrooms and ground floor entrances and exits. Tenant
understands and agrees that Tenant may be subject to legal and financial liabilities if the
Premises does not comply with applicable federal and state disability access Laws. As further
set forth in Section 9 (Compliance with Laws), Tenant further understands and agrees that it is
Tenant’s obligation, at no cost to Port, to cause the Premises and Tenant’s use thereof to be
conducted in compliance with the ADA and any other federal or state disability access Laws.
Tenant shall notify Port if it is making any Alterations or Improvements to the Premises that
might impact accessibility standards required under federal and state disability access Laws.

3.4.  Proximity of Development Project. Tenant acknowledges that during the Term, a
Port program or project and/or the Development Project(s) described in the Basic Lease
Information, if any, is scheduled to be, or may be, constructed on the Premises or on property in
the vicinity of the Premises. Tenant is aware that the construction of such project(s) and the
activities associated with such construction will generate certain adverse impacts which may
result in some inconvenience to or disturbance of Tenant. Impacts may include, but are not
limited to, increased vehicle and truck traffic, traffic delays and re-routing, loss of street and
public parking, dust, dirt, construction noise and visual obstructions. Tenant hereby waives any
and all Claims against Port, City, and their Agents arising out of such inconvenience or
disturbance. :

3.5. No Light, Air or View Easement. This Lease does not include an air, light, or
view easement. Any diminution or shutting off of light, air or view by any structure which may
be erected on lands near or adjacent to the Facility or by any vessels berthed near the Facility
shall in no way affect this Lease or impose any liability on Port, entitle Tenant to any reduction
of Base Rent or Additional Rent, or affect this Lease in any way or Tenant's obligations
hereunder.

3.6.  Unique Nature of Premises. Tenant acknowledges that: (a) the Facility is located
along the waterfront in a building on a pier and/or wharf, supported by a partially-submerged
substructure in a marine environment, which was originally built approximately 100 years ago;
and/or (b) the Facility is located along adjacent to, or on top of, and/or bayward of the Seawall
that is in need of repair and presents increased risk of damage to property and injury or death to
persons from seismic events, as further described in Section 3.7 below; and (c) Port's regular
maintenance may involve activities, such as pile driving, that create noise and other effects not
normally encountered in locations elsewhere in San Francisco due to the unique nature of the
Premises; (d) there is a risk that all or a portion of the Premises will be inundated with water due
to floods or sea level rise; (e) there is a risk that sea level rise will increase the cost of
substructure repairs and/or prevent or limit the ability to make repairs to the substructure; and
(f) Port cannot guarantee that piers, decks, wharves, and aprons will be suitable for leased
occupancy during the entire Term of this Lease.
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3.7. Seawall. The City is engaged in an effort to prepare for a major earthquake and
to create more resilient City infrastructure. As part of this effort, the Port is developing a plan to
strengthen the Northern Waterfront Seawall which stretches from Fisherman’s Wharf to Mission
Creek (“Seawall”) to maintain viability of Port’s operations, increase protection of Port and City
assets, and enhance life safety in the face of degradation, flooding, earthquakes, climate change,
and security hazards. The Seawall was constructed over 100 years ago within the Bay and
supports reclaimed land, or fill, and as a result is more vulnerable to seismic risk. Earthquake
performance of reclaimed land is an issue for coastal communities worldwide. The Seawall
Earthquake Vulnerability Study of the Northern Waterfront Seawall, San Francisco, California
July 2016 and information about Port and City’s resiliency goals and plans and improvements
can be found on the Port’s website at: http://sfport.com/seawall. Tenant agrees that its waiver of
* Claims set forth in Section 20 below (Indemnity and Exculpation) is given with full knowledge -
of the direct or indirect, known or unknown, and foreseeable or unforeseeable losses and claims
(including the potential additional risks of injury or death to persons or damage to property) due
to the Seawall’s condition or the proximity of the Premises to the Bay and the Seawall.

3.8. As-Is Condition. Tenant acknowledges and agrees that Tenant is familiar with
the Premises, the Premises is being leased and accepted in phases in their "as-is" condition,
without any preparation, improvements or alterations by Port except for the Pier 31% Marginal
Wharf Improvements, without representation or warranty of any kind, and subject to all
applicable Laws governing their use, occupancy and possession. Tenant acknowledges that it
has been afforded a full opportunity to inspect Port’s records relating to conditions of the
Facility. Port makes no representation or warranty as to the accuracy or completeness of any
matters contained in such records and Tenant is not relying on any such information. All
information contained in such records is subject to the limitations set forth in this Section.
Tenant represents and warrants to Port that Tenant has received and reviewed the disclosures
regarding the Seawall in Section 3.7 above including The Seawall Earthquake Vulnerability
Study of the Northern Waterfront Seawall, San Francisco, California July 2016 and information
on the Port’s website; the FEMA disclosure notice attached as Schedule 3 and a copy of the
report(s) relating to the Substructure and/or superstructure of the Facility, as further described in
Schedule 2 attached hereto. Tenant further represents and warrants to Port that Tenant has
investigated and inspected, either independently or through agents of Tenant's own choosing, the
condition of the Facility and its suitability for Tenant's business and intended use including (i) its
quality, nature, adequacy and physical condition including the structural elements, foundation,
and the condition and load-bearing capacity of the piles, and all other physical and functional
aspects; (ii) its quality, nature, adequacy, and physical, geotechnical and environmental
conditions (including Hazardous Materials conditions, including the presence of asbestos or lead,
with regard to the buildings, soils, sediments and any groundwater); (iii) its suitability for the
Improvements; (iv) its zoning, land use regulations, historic preservation laws, and other Laws
governing use of or construction on the Site; and (v) all other matters of material significance
affecting the Facility and its use and development under this Lease. Tenant specifically
acknowledges and agrees that neither City, Port nor any of their agents have made, and Port
hereby disclaims, any representations or warranties, express or implied of any kind, concerning
the rentable area of the Premises, the physical or environmental condition of the Premises or the
Facility (including, but not limited to the substructure and/or the Seawall) , the present or future
suitability of the Premises for Tenant's business, any compliance with laws or applicable land use
or zoning regulations, any matter affecting the use, value, occupancy or enjoyment of the site, or
any other matter whatsoever relating to the Premlses 1nclud1ng, without limitation, any 1mphed
warranties of merchantability or fitness for a particular purpose.

3.9.  Reserved Rights Regarding Seawall. Port has the right to use the Premises on an
extended basis, without charge, and Tenant shall cooperate by providing access and other
reasonably requested assistance at no cost to Port and permit Port and its Agents to enter the
Premises upon reasonable prior notice but not less than ten (10) business days (except in the
event of an emergency which poses an imminent danger to public health or safety as determined
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by Port in its sole discretion) for the purpose of . inspecting, repairing and rebuilding the Seawall
as Port reasonably deems necessary. Nothing herein shall imply any duty upon the part of Port
to perform any work which under any provision of this Lease Tenant may be required to perform
or place upon Port any obligation, or liability, for the care, supervision or repair of the Premises
or Seawall. If Port elects to perform work on the Seawall within the Premises pursuant to this
Section, Port shall not be liable for and Tenant hereby waives any and all Claims against Port,
City and their Agents arising out of any disturbance, inconvenience, nuisance, loss of business or
other damage to Tenant by reason of the performance of such work on the Premises, or on
account of bringing necessary materials, supplies and equipment into or through the Premises
during the course thereof, provided Port uses commercially reasonable efforts to minimize
inconvenience or disturbance to the activities of Tenant, its Subtenants (if any), and their
respective Invitees. Except as provided in the Basic Lease Information in the section entitled
“Embarkation Site Construction Coordination,” in no event will inconvenience or disturbance
caused by Port’s activities under this Section constitute an actual or constructive-eviction of
Tenant, entitle Tenant to any abatement or diminution of Rent, or otherwise relieve Tenant from
any of its obligations under this Lease. If such use of the Premises is required by Port or its
Agents, then the Parties will coordinate their use of the Premises and use their good faith efforts
to minimize adverse impacts to each of their respective needs. Port will have the absolute right
to use the Premises without charge in the event of an emergency involving the Seawall.

3.10. Port's Rights Regarding Premises. Port shall have the full right and authority to
make, revoke, impose, and amend any Rules and Regulations pertaining to and reasonably
necessary for the proper use, operation and maintenance of the Facility and Tenant agrees to be
bound by any Rules and Regulations Port imposes on the Facility. Tenant also acknowlédges
that Port's exercise of any of its rights regarding the Premises and other Port property in the
vicinity of the Premises will not entitle Tenant to any abatement or diminution of Rent.

3.11. Flags. Throughout the Term, a Port flag will fly on each flagpole within the
Premises (“Flagpoles”). Port will provide the Port flags to Tenant. The dimensions of Port flags
will be similar to the dimensions of Port flags flown on the roofs of Port buildings in the Central
Waterfront. Tenant will promptly, at no charge, install, raise, lower and remove Port flags at
Port’s request. Tenant also may use the Flagpoles to fly other flags on each Flagpole, provided
that such other flags, other than the flags of the United States and the State of California, must be
placed beneath the Port flag.

3.12. Use of Intellectual Property; Music Broadcasting Rights/Port logo. Tenant is
solely responsible for obtaining any necessary clearances.or permissions for the use of
intellectual property owned by third parties, including musical or other performance rights.

3.13. No Right to Encroach.

(a) If Tenant (including, its Agents, Invitees, successors and assigns) uses or
occupies space outside the Premises without the prior written consent of Port (the "Encroachment
Area"), then upon written notice from Port ("Notice to Vacate"), Tenant shall immediately vacate
such Encroachment Area and pay as Additional Rent for each day Tenant used, occupied, uses or
occupies such Encroachment Area, an amount equal to the rentable square footage of the
Encroachment Area, multiplied by the higher of the (i) highest rental rate then approved by the
San Francisco Port Commission for the Premises or the Facility, or (ii) then current fair market
rent for such Encroachment Area, as reasonably determined by Port (the "Encroachment Area
Charge"). If Tenant uses or occupies such Encroachment Area for a fractional month, then the
Encroachment Area Charge for such period shall be prorated based on a thirty (30) day month. In
no event shall acceptance by Port of the Encroachment Area Charge be deemed a consent by Port
to the use or occupancy of the Encroachment Area by Tenant, its Agents, Invitees, successors or
assigns, or a waiver (or be deemed as a waiver) by Port of any and all other rights and remedies of
Port under this Lease (including Tenant's obligation to Indemnify Port as set forth in the last
paragraph of this Section 3.13, at law or in equity.
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(b) In addition, Tenant shall pay to Port, as Additional Rent, an amount equaling
Two Hundred Dollars ($200.00) upon delivery of the initial Notice to Vacate plus the actual cost
associated with a survey of the Encroachment Area. In the event Port determines during
subsequent inspection(s) that Tenant has failed to vacate the Encroachment Area, then Tenant
shall pay to Port, as Additional Rent, an amount equaling Three Hundred Dollars ($300.00) for
each additional Notice to Vacate, if applicable, delivered by Port to Tenant following each
inspection. The parties agree that the charges associated with each inspection of the
Encroachment Area, delivery of each Notice to Vacate and survey of the Encroachment Area
represent a fair and reasonable estimate of the administrative cost and expense which Port will
incur by reason of Port's inspection of the Premises, issuance of each Notice to Vacate and survey
of the Encroachment Area. Tenant's failure to comply with the applicable Notice to Vacate and
Port's right to impose the foregoing charges shall be in addition to and not in lieu of any and all
other rights and remedies of Port under this Lease, at law or in equity.

(c) In addition to Port's rights and remedies under this Section, the terms and
conditions of the indemnity and exculpation provision set forth in Section 20 below (Indemnity
and Exculpation) shall also apply to Tenant's (including, its Agents, Invitees, successors and
assigns) use and occupancy of the Encroachment Area as if the Premises originally included the
Encroachment Area, and Tenant shall additionally Indemnify Port from and against any and all
loss or liability resulting from delay by Tenant in surrendering the Encroachment Area including,
without limitation, any loss or liability resulting from any Claims against Port made by any tenant
or prospective tenant founded on or resulting from such delay and losses to Port due to lost
opportunities to lease any portion of the Encroachment Area to any such tenant or prospective
tenant, together with, in each case, actual attorneys' fees and costs.

(d) All amounts set forth in this Section shall be due within three (3) business days
following the applicable Notice to Vacate and/or separate invoice relating to the actual cost
associated with a survey of the Encroachment Area. By signing this Lease, each party
specifically confirms the accuracy of the statements made in this Section and the reasonableness
of the amount of the charges described in this Section.

4. TERM OF LEASE; EXTENSIONS; TERMINATION BY PORT.

4.1. Term. The term of this Lease (the "Term") shall be for the period specified in the
Basic Lease Information commencing on the Effective Date and expiring on the Expiration Date
as set forth in the Basic Lease Information and in any Memorandum executed by Port and Tenant
confirming an actual Effective Date and/or Expiration Date.

4.2.  Existing Leases. Tenant acknowledges the following existing leases as of the
Effective Date: -

(i) Port Amendment to and Restatement of Lease No. L- 12501, as amended, with
Hornblower Yachts, Inc. for portions of the Facility.

(ii) Port Lease No. L.-15837 with San Francisco Pier 33 LLC for the Pier 33 South
Bulkhead Building.

4.3.  Delivery of Premises. If Port is unable to deliver possession of the Premises or
any portion thereof to Tenant, then the validity of this Lease shall not be affected thereby and
Port shall not be liable to Tenant for any Claims resulting therefrom, and Tenant waives all
provisions of any Laws to the contrary. In such case, the Term and regular payments of Rent
shall not commence until Port delivers possession of the Premises or any portion thereof.
Notwithstanding anything to the contrary above, if Port's inability to deliver possession of the
Premises or any portion thereof on an estimated Commencement Date results from Tenant's or
its Agents' acts or omissions, then Rent payable by Tenant hereunder shall commence on the date
when Port would have delivered possession of the Premises but for such acts or omissions.
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4.4.  Port’s Termination Rights. Notwithstanding any other provision of this Lease, |

(a) Port has the right to terminate this Lease if the CHE determines, in his or her
sole and absolute discretion that, the condition of the Facility's structures, Substructure or utilities
has deteriorated to a condition that would create a foreseeable risk of hazard to health or safety.
Port may exercise this right without liability or expense, except as specifically set forth in this
Section. Port will attempt to provide Tenant with no less than ninety (90) days' prior written
notice of termination under this Subsection, but reserves the right to terminate this Lease upon
any shorter notice that the Port in its sole and absolute discretion determines is justified given the
risk of hazard. Tenant agrees and shall be required to surrender possession of the Premises by the
end of the notice period, except as provided in this Section.

- For a period ending fifteen (15) calendar days after receipt of Port's notice of termination,
Tenant may request Port's consent, in Port's sole and absolute discretion, to allow Tenant to make
the repairs required by Port in accordance with this Lease and any additional conditions
reasonably imposed by Port, in consideration of concessions by Port. If Port consents in writing,
Port's notice of termination will be deemed rescinded and of no further effect.

(b) Within sixty (60) days after Tenant's surrender under this Section, Port agrees
to pay Tenant a portion of those expenses which are documented by Tenant as having been
incurred by Tenant prior to the delivery of Port's termination notice in making alterations,
additions and improvements to the Premises which were approved in advance and in writing by
Port and which were not previously reimbursed to Tenant through rent credits, rent abatement or
other form of compensation ("Improvement Costs"). Such Improvement Costs shall be determined
by the value attributable to any alterations, additions and improvements in any Port building
permits for such work obtained by Tenant and which are approved in advance in writing by a Port
Property Manager to the extent supported by reasonable evidence of such expenditures provided
by Tenant. If no building permits are required for such work, value shall only be attributed to
such alterations, additions or improvements if the value is approved in writing by a Port Property
Manager prior to the commencement of the work and if the cost is supported by reasonable
evidence of such expenditures provided by Tenant. The portion of the Improvement Costs paid
by Port shall be a fraction, of which the numerator shall be the number of months remaining in the
Term of this Lease after Tenant surrenders the Premises, and the denominator shall be the number
of months in the Term of this Lease, or for work undertaken following the Effective Date, the
number of months beginning at the second month following the Port's approval of the
improvements and ending at the Expiration Date of the Term of this Lease. In no event shall Port
be responsible for paying any moving or relocation expense or other expense incurred by Tenant
due to any termination under this Section.

4.5.  Termination of Port/NPS Agreement Due to Alcatraz Island.

(a) In the event that the Port/NPS Agreement is terminated under Sections 5.5(a)
or 5.5(e) of the Port/NPS Agreement due to issues with Alcatraz Island, and (a) no Event of
Default, or an event that with notice or the passage of time or both would constitute an Event of
Default if not cured, has occurred and remains uncured; and (b) Tenant has Completed the
Embarkation Site Improvements; then, Port may elect in its sole discretion to either: (i) terminate
this Lease and pay Tenant a portion of the Improvements Costs for the Embarkation Site
Improvements under the terms and conditions specified in Section 4.4(b) based on the expected
term of the Ferry Concession Contract and this Lease; or.(ii) offer Tenant an extension option to
continue this Lease until the earliest of the following events: (A) the original expiration date of
the Ferry Concession Contract; (B) NPS chooses another party as a Ferry Concessioner; or (C) the
date the Embarkation Site Improvements are amortized.

(b) If Port offers an extension option and Tenant elects to extend, then the Lease
shall be on all of the terms, conditions and covenants of this Lease, including Tenant’s eligibility
for rent credits. If Tenant does not elect to extend, the Lease shall expire on the date that the
Port/NPS Agreement terminates (or such later date established by mutual written agreement for
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the convenience of the parties) and the parties will have no further obligations except those that
expressly survive the expiration or earlier termination of this Lease. In this case, Port shall have
no obligation to pay Improvement Costs or any portion thereof, moving or relocation costs or any
other responsibility or liability to Tenant except as expressly provided in this Lease

(¢) Nothing in this Section 4.5 affects Port’s or Tenant’s rights under
Section 4.4(a) or (b), Section 18 (Damage and Destruction), Section 19 (Eminent Domain) or
Section 14 (Flood Risk and Sea Level Rise).

4.6.  Month to Month Hold Over. Any holding over after the expiration of this Lease
or the expiration or earlier termination of the Port/NPS Agreement (including without limitation,
any holding over after expiration of an extension term provided in Section 4.5) shall not
constitute a renewal of this Lease, but shall be deemed a month-to-month tenancy upon the
terms, conditions, and covenants of this Lease. Fither party may cancel the month-to-month
tenancy upon thirty (30) days written notice to the other party. If Tenant holds over with the
prior written consent of Port, monthly Base Rent shall be equal to the higher of: (a) the Base
Rent payable in the month immediately preceding the expiration of this Lease increased by three
percent (3%), or (b) the then current rate for the Facility approved by the Port Commission, in
either case together with any monthly charge of Additional Rent payable under this Lease.

If Tenant holds over without the prior written consent of Port, monthly Base Rent shall
equal two hundred percent (200%) of the monthly Base Rent payable in the month immediately
preceding the expiration of this Lease plus any Percentage Rent which would be otherwise due.

Tenant shall Indemnify Port from and against any and all loss or liability resulting from
Tenant's delay in surrendering the Premises including, without limitation, any loss or liability
resulting from any claim against Port made by any succeeding tenant or prospective tenant
founded on or resulting from such delay and losses to Port due to lost opportunities to lease any
portion of the Premises to any such succeeding tenant or prospective tenant, together with, in
each case, actual attorneys' fees and costs.

4.7.  Waiver of Relocation Benefits. To the extent allowed by applicable Law, Tenant
hereby waives any and all rights, benefits or privileges of the California Relocation Assistance
Law, California Government Code §§ 7260 et seq., or under any similar law, statute or ordinance
now or hereafter in effect, except as specifically provided in this Lease.

5. RENT.

Unless otherwise specified in this Lease, Tenant’s obligation to pay Rent shall commence
on the relevant Commencement Date. Tenant shall pay Rent to Port in the manner described
below. -

5.1.  Definitions.

“Concession Franchise Fee “means the Ferry Concessioner’s franchise fee as defined in the
Ferry Concession Contract.

“Gross Ancillary Revenue” all other Gross Revenues including revenues from, without
limitation, charter transportation for Special Events and photo sales after exclusmns
above are deducted.

“Gross Food and Beverage Revenue” means the Gross Revenue from food and beverages
sales on board vessels after exclusions above are deducted.

"Gross Revenue" means, subject only to the exceptions explicitly provided in this Lease,
all sales, payments, revenues, income, fees, rentals, receipts, proceeds and amounts of
any kind whatsoever, whether for cash, credit or barter, received or receivable by Tenant
or any other party from any business, use or occupation, or any combination thereof,
transacted, arranged or performed, in whole or in part, on the Premises, including without
limitation, all returns and refunds, employee meals, discounted and comphmentary meals,
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beverages and services or similar benefits and/or goodwill, the total value, based on price,
for the tickets, cover charges, merchandise and any other items and the operation of any
event, including any Special Event or fundraising event, and catering or food delivery
business conducted by, from or at the Premises (irrespective of where the orders therefor
originated or are accepted and irrespective of where the food or beverages are consumed).
Gross Revenues shall include on-vessel audio and interpretive tours revenues if an
Interpretive Park Cruise includes such revenues. Without exception, Gross Revenues
shall be determined without reserve or deduction for failure or inability to collect
(including, without limitation, spillage and waste) and without deduction or allowance for
cost of goods sold or other costs, charges or expenses of purchasing or selling incurred by
Tenant. No value added tax, no franchise or capital stock tax and no income, gross
receipts or similar tax based upon income, profits or gross receipts as such shall be
deducted from Gross Revenues.

The following amounts shall be excluded from Gross Revenues in the manner illustrated
in Section 5.3 provided that, Tenant provide to Port separate records to support such
deductions or exclusions, as the case may be, and separate notations are made for same
on Tenant's Monthly and Annual Statements:

@) (A) sums collected for any sales or excise tax imposed
directly upon the Ferry Concessioner by any duly constituted governmental authority (but
only if stated separately from the selling price of the goods, merchandise or services, and
collected from customers, and in fact paid to the appropriate governmental authority for

- which they are collected); (B) audio and interpretive tours revenue passed through to the
Conservancy for tours on Alcatraz Island; (C) NPS Federal Lands Recreation
Enhancement Act (“FLREA”) fees passed through to NPS; and (D) Angel Island Tram
Tour and Park Entrance Fees passed through to California State Parks or its
concessioners;

(i)  the amount paid to NPS as a Concession Franchise Fee (the
deduction of which shall be no more than twenty-five and one-half percent (25.5%)).

Administrative overhead or markups on these above items will not be excluded from
Gross Revenues. Any increase of other pass through fees included in the overall ticket
price (currently NPS “amenity fee” or Conservancy audio tour fee) or change in
calculation or collection of such fee will not affect the amount of the deduction for the
purposes of determining Gross Revenues. ‘

“Gross Ticket Revenue” means the Gross Revenues from ticket sales after the exclusions
above are deducted.

5.2.  Base Rent. Tenant shall pay Base Rent for the first month for the Phase I
Premises on or before the Effective Date. Subsequently, beginning on the relevant. ’
Commencement Date for each parcel, Tenant shall pay the monthly Base Rent, in advance, on or
before the first day of each calendar month throughout the Term. If necessary, Base Rent shall
be apportioned based on a thirty (30) day month. Except as otherwise specifically set forth in
this Lease, under no circumstances shall Tenant’s obligation to pay Rent be delayed due to
failure to complete the Embarkation Site Improvements, Force Majeure, Port delays or other
reasons.

5.3.  Exclusion for Concession Franchise Fee. The following illustrates the exclusion
of the Concession Franchise Fee for descriptive purposes only assuming a 25.5% Concession
Franchise Fee:
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Total Monthly ferry ticket revenues $1,000,000 A

‘Allowable exclusions under Lease other $250.000 B
than Concession Franchise Fee

$750,000 C=A-B

Concession Franchise Fee at 25.5% $191,250 D
“Gross Revenue” under Lease for Ferry ' $558,750 E=C-D
Ticket Sales

Monthly Percentage Rent Due under $41,906 F=E*7.5%
Lease for Ferry Ticket Sales (if, added :

to other categories, exceeds monthly

base rent).

5.4. = Percentage Rent.

As further described in the Basic Lease Information, Tenant agrees to pay to Port, in
addition to the monthly Base Rent payable by Tenant pursuant to Section 5.1 above, a monthly
Percentage Rent in an amount equal to the difference between (i) the percentage rent for such
calendar month and (ii) the Base Rent for such calendar month for all Parcels except Parcel G in
any month in which the percentage rent exceeds the Base Rent the taking into consideration any
rent credits that may be applicable. Tenant shall separately determine and report percentage rent
for: (A) excursions that land at Alcatraz Island; and (B) Interpretative Park Cruises. :

(a) No reduction, change, waiver or concession by NPS with respect to the
Concession Franchise Fee will affect the calculation of Gross Revenues unless approved in
writing by Port in advance in its sole discretion.

(b) Percentage Rent shall be determined and paid by Tenant for each calendar
month within twenty (20) days after the end of the prior calendar month, except that in the event
this Lease expires or terminates on a day other than the last day of a calendar month, Percentage
Rent for such calendar month shall be determined and paid within twenty (20) days after such
expiration or termination date. At the time of paying the Percentage Rent, Tenant shall furnish a
complete statement (the "Monthly Percentage Rent Statement") in a form approved by Port. In
addition, Tenant shall furnish to Port, within thirty (30) days after the expiration of each Lease
Year, a complete statement, showing the computation of the Percentage Rent for the immediately
preceding Lease Year ("Annual Statement") in a form approved by Port. The Annual Statement is
for verification and certification of Monthly Percentage Rent Statements only and shall not result
in any averaging of monthly Percentage Rent. Each Monthly Percentage Rent Statement and
Annual Statement shall set forth in reasonable detail Gross Revenues for such immediately
preceding calendar month or Lease Year, as applicable, including an itemized list of any and all
deductions or exclusions from Gross Revenues that Tenant may claim and which are expressly
permitted under this Lease, and a computation of the Percentage Rent for the immediately
preceding calendar month or Lease Year, as applicable.

(¢) Each Monthly Percentage Rent Statement shall be certified as accurate,
complete and current by a financial officer or other accountant employed by Tenant who is
authorized and competent to make such Monthly Percentage Rent Statement. Each Annual
Statement shall be certified as accurate, complete and current by an independent CPA. Tenant
must submit payment of the balance owing together with any Annual Statement showing that
Tenant has underpaid Percentage Rent. At Port's option, overpayments may be refunded to
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Tenant, applied to any other amount then due under the Lease and unpaid, or applied to Rent due
at the first opportunity following Tenant's delivery of any Annual Statement showing an
overpayment.

(d) If Tenant fails to (1) pay the Percentage Rent on the date due as provided
above; (ii) submit the Monthly Percentage Rent Statement therewith (even if the statement
indicates that Percentage Rent is not due); or (iii) fails to submit the Annual Statement, such
failure in each instance shall be subject to a Late Charge. Tenant shall also pay any costs
including attorneys' fees incurred by Port by reason of such failure.. Additionally, if Tenant fails
to deliver any Monthly Percentage Rent Statement or Annual Statement within the time period set
forth in this Section 5.3 (irrespective of whether any Percentage Rent is actually paid or due to
Port) and such failure continues for three (3) days after the date Tenant receives (or refuses receipt
of) written notice of such failure from Port, Port shall have the right, among its other remedies
under this Lease, to employ a certified public accountant to make such examination of Tenant's
Books and Records (and the Books and Records of any other occupant of the Premises) as may be
necessary to certify the amount of Tenant's Gross Revenues for the period in question and the
certification so made shall be binding upon Tenant and Tenant shall promptly pay to Port the total
reasonable cost of the examination, together with the full amount of Percentage Rent due and
payable for the period in question, including any Late Charge. Tenant acknowledges that late
submittal of the Monthly Percentage Rent and Annual Statements and late payment of Percentage
Rent will cause Port increased costs not contemplated by this Lease, the exact amount of which
will be extremely difficult to ascertain. The parties agree that the charges set forth in this Section
represent a fair and reasonable estimate of the cost that Port will incur by reason of Tenant's
lateness.

, (e) Acceptance by Port of any monies paid to Port by Tenant as Percentage Rent

as shown by any Monthly Percentage Rent Statement or Annual Statement, shall not be an
admission of the accuracy of said Monthly Percentage Rent Statement or Annual Statement or the
amount of such Percentage Rent payment.

5.5. Rent Credits.

(a) Rent Credits for Embarkation Site Improvements. As described in this Section,
and subject to subsection (b), Tenant shall be entitled to a rent credit for Embarkation Site
Improvements that are so designated in the Work Letter Attachment 1 in an amount not to exceed
Two Million Five Hundred Twenty Thousand dollars ($2,520,000) to be taken monthly against all
Rent due in the manner described in the Basic Lease Information. The following example
demonstrates how the rent credit shall be applied.

Total Rent Credit Available: $2,520,000 divided by 48 months = $33,075

Monthly Revenues Subject to Percentage Rent: $2,000,000
Percentage rent: $150,000

Less Monthly Base Rent: $70,000

Percent Rent Due: $80,000

Total Rent due: $150,000

Maximum Rent Credit applied: $52,200
Net Rent Due: $97,500

(b) Rent Credits for the Pier 317 Marginal Wharf Improvements and/or specified
Port’s maintenance and repair obligations if assigned to Tenant. Costs expended by Tenant for
the Pier 31% Marginal Wharf Improvements and/or specified Port’s maintenance and repair
obligations assigned to Tenant as otherwise provided under this Lease must be “Certified” in order
to be eligible for rent credits. Certified costs are those hard and soft costs for which Tenant: (a)
has obtained prior written approval by Port to incur for the purposes of eligibility for rent credits
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as part of a proposed work plan or otherwise; (b) has paid any and all permit or review fees
(including, but not limited to those charged by Port); and (c) has obtained all required Regulatory
Approvals. Port agrees to consider and pre-approve changes to costs using the same process as
the original pre-approval. :

(¢) Additional Conditions for All Rent Credits. In addition to the requirements set
forth in the Basic Lease Information and the specific requirements applicable to each obligation as
set forth above in Subsections(a) and (b), the following requirements apply regarding rent credits:

(1)) Within thirty (30) days after final Completion of the
Embarkation Site Improvements, Tenant shall deliver to Port an itemized statement of the actual
costs expended by Tenant accompanied by Proof of Expenditures for such work reasonably
satisfactory to Port. Costs expended for improvements that are eligible for rent credits shall not
include any items other than those identified in the Work Letter Attachment 1 for the
Embarkation Site Improvements or items pre-approved by Port for any other scope of work and
shall not include items related to Tenant's trade fixtures, office equipment and supplies, furniture,
communications facilities or any other items of personalty not intended to be affixed to or
become a part of the Facility or Facility Systems, nor any fees, exactions, impositions, or similar
charges imposed as a condition to permit approval. To the extent Tenant (through its employees,
contractors, or any party in which Tenant has a direct financial interest) performs any of the
improvements, the costs for such labor shall be no more than the commercially reasonable,
market-rate labor charges typically charged for such work by parties in an arms-length
transaction. In no event shall the cost of any construction management fees, general
administrative costs or other forms of mark-up be eligible for rent credits unless clearly
identified in the approved scope of work. Furthermore, in no event shall maintenance, repair
and/or replacement costs for the Embarkation Site Improvements be eligible for rent credits.
Upon receipt of Proof of Expenditures, Port in its reasonable discretion shall determine in
writing the costs eligible for rent credits and Tenant may apply such rent credits in accordance
with the provisions of the Basic Lease Information and this Section.

- (2)  Rent credits cannot be applied retroactively.

(3)  Notwithstanding anything to the contrary contained herein,
~ in no event shall Tenant receive any rent credit in the event Tenant is in default, or an event has
occurred which, with the passage of time or the giving of notice, or both, would constitute a
default. Upon the occurrence of a Tenant Event of Default during period Tenant is eligible for
rent credits, Tenant’s right to apply any rent credit shall cease and shall not be reinstated until the
Tenant Event of Default is cured. If a Tenant Event of Default occurs on a day other than the
first day of the calendar month or a Tenant Event of Default is cured on a day other than the last
day of the calendar month, Base Rent due to Port shall be apportioned based on a thirty (30) day
month. In no event shall the cessation in the application of the rent credit against any Base Rent
extend the rent credit period.

(4)  Inthe event all or any portion of the rent credit available to
Tenant exceeds seventy percent (70%) (or a higher percentage as agreed by Port and Tenant as
described in the Basic Lease Information) of the monthly installment of Rent due, the remaining
portion of the rent credit shall be carried forward to the next installment of monthly Rent until
the earlier to occur of (i) the rent credit being fully applied, (ii) the expiration or earlier
termination of this Lease excluding any holdover period (with or without Port consent), or (iii)
an uncured default by Tenant of any term or condition of this Lease.

5) Tenant agrees and acknowledges that any right or claim
Tenant may have to any form of rent credit that has not yet been actually applied ("unused rent
credit") shall, upon the earlier to occur of (a) an uncured default by Tenant of any term or
condition of this Lease, (b) Tenant's failure to submit to Port within thirty (30) days following
completion of the work, Proof of Expenditures related to such improvements, as described in
Section 5.5(b); or (c) the expiration or earlier termination of this Lease excluding any holdover
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period (with or without Port consent), be immediately terminated, without notice, and Port shall
have no liability or obligation to pay or credit Tenant all or any portion of the unused rent credit.

5.6.  Books and Records. Tenant agrees that the business of Tenant upon the Premises
shall be operated with a non-resettable register and so that a duplicate dated sales slip or such
other recording method reasonably acceptable to Port shall be issued with each sale, whether for
cash, credit or exchange. Furthermore, Tenant shall keep (and shall cause its Subtenants and
assignees to keep) at the Premises at all times during the Term complete and accurate Books and
Records that contain all information required to permit Port to verify Gross Revenues and
deductions and exclusions therefrom that are in accordance with this Lease and with generally
accepted accounting practices consistently applied with respect to all operations of the business
to be conducted in or from the Premises and shall retain such Books and Records until the later
of (i) four (4) years after the end of each Lease Year to which such Books and Records apply or,
(ii) if an audit is commenced or if a controversy should arise between the parties hereto regardmg
the Percentage Rent payable hereunder, until such audit or controversy is concluded even if such
audit period extends beyond the expiration or earlier termmatlon of the Lease (the "Audit
Period").

5.7. No Joint Venture. Port's receipt of a portion of Tenant's Gross Revenues as
Percentage Rent shall be deemed strictly as rental and nothing herein shall be construed to create
the legal relation of a partnership or joint venture between Port and Tenant. ,

58. Audit.

(a) Tenant agrees to make its Books and Records available to Port, or to any City
auditor, or to any auditor or representative designated by Port or City (hereinafter collectively
referred to as "Port Representative"), upon no less than fifteen (15) business days prior written
notice to Tenant, for the purpose of examining said Books and Records to determine the accuracy
of Tenant's reporting of Percentage Rent for a period not to exceed the Audit Period after a
Percentage Statement is delivered to the Port. Tenant shall cooperate with the Port Representative
during the course of any audit, provided however, such audit shall occur at Tenant's business
office, or at such other location in San Francisco where the Books and Records are kept, and no
books or records shall be removed by Port Representative without the prior express written
consent of Tenant (provided, however, copies may be made by the Port Representative on site),
and once commenced, with Tenant's cooperation, such audit shall be diligently pursued to
completion by Port within a reasonable time of its commencement, provided that Tenant makes

available to the Port Representative all the relevant Books and Records in 2 timely manner. If an
audit is made of Tenant's Books and Records and Port claims that errors or omissions have
occurred, the Books and Records shall be retained by Tenant and made available to the Port
Representative until those matters are expeditiously resolved with Tenant's cooperation. If Tenant
operates the Premises through one or more Subtenants or Agents (other than Port), Tenant shall
require each such Subtenant or Agent to provide the Port with the foregoing audit right with
respect to its Books and Records. Upon completion of the audit, Port shall promptly deliver a
copy of the audit report to Tenant.

: (b) If an audit reveals that Tenant has understated its Gross Revenues for said
Audlt Period, Tenant shall pay Port, promptly upon demand, the difference between the amount
Tenant has pald and the amount it should have paid to Port, plus interest at the Interest Rate from
the date of the error in the payment. If an audit reveals that Tenant has overstated its Gross
Revenues for said Audit Period, Tenant shall be entitled to a credit against rent for. either Base
Rent or Percentage Rent next owed equal to the difference between the amount Tenant has paid
and the amount it should have paid to Port. If Tenant understates its Gross Revenues for any
Audit Period by three percent (3%) or more, Tenant shall pay the cost of the audit. A second
understatement within any three (3) Lease Year period of the first such understatement shall be
considered an Event of Default. .
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5.9.  Default Interest. Any Rent, if not paid within five (5) days following the due
date and any other payment due under this Lease not paid by the applicable due date, shall bear
interest from the due date until paid at the Interest Rate. However, interest shall not be payable
on Late Charges incurred by Tenant nor on other amounts to the extent this interest would cause
the total interest to be in excess of that which an individual is lawfully permitted to charge.
Payment of interest shall not excuse or cure any default by Tenant. Tenant shall also pay any
costs, including attorneys' fees incurred by Port by reason of Tenant's failure to pay Rent or other
amounts when due under this Lease.

5.10. Late Charges/Habitual Late Payer. Tenant acknowledges that late payment by
Tenant to Port of Rent or other sums due under this Lease will cause Port increased costs not
contemplated by this Lease, the exact amount of which will be extremely difficult to ascertain.
Accordingly, if Tenant fails to pay Rent on the date due, such failure shall be subject to a Late
Charge at Port’s discretion. Tenant shall also pay any costs including attorneys' fees incurred by
Port by reason of Tenant's failure to timely pay Rent. Additionally, in the event Tenant is
notified by Port that Tenant is considered to be a Habitual Late Payer, Tenant shall pay, as
Additional Rent, an amount equal to Fifty Dollars ($50.00) (as such amount may be adjusted
from time to time by the Port Commission) upon written notification from Port of Tenant's
Habitual Late Payer status. The parties agree that the charges set forth in this Section represent a
fair and reasonable estimate of the cost that Port will incur by reason of any late payment. Such
charges may be assessed without notice and cure periods and regardless of whether such late
. payment results in an Event of Default. Payment of the amounts under this Section shall not
excuse or cure any default by Tenant.

5.11. Returned Checks. If any check for a payment for any Lease obligation is
returned without payment for any reason, Tenant shall pay, as Additional Rent, an amount equal
to Fifty Dollars ($50.00) (as such amount may be adjusted from time to time by the Port
Commission) and the outstanding payment shall be subject to a Late Charge as well as interest at
the Interest Rate.

5.12. Net Lease. 1t is the purpose of this Lease and intent of Port and Tenant that all

Rent shall be absolutely net to Port, so that this Lease shall yield to Port the full amount of the
Rent at all times during the Term, without deduction, abatement or offset. Except as otherwise
-expressly set forth in this Lease, under no circumstances, whether now existing or hereafter
arising, and whether or not beyond the present contemplation of the Parties shall Port be
expected or required to incur any expense or make any payment of any kind with respect to this
- Lease or Tenant's use or occupancy of the Premises, including any Improvements. Without
limiting the foregoing, but except as expressly provided to the contrary in this Lease, Tenant
shall be solely responsible for paying each item of cost or expense of every kind and nature
whatsoever, the payment of which Port would otherwise be or become liable by reason of Port's
estate or interests in the Premises and any Improvements, any rights or interests of Port in or
under this Lease, or the ownership, leasing, operation, management, maintenance, repair,
rebuilding, remodeling, renovation, use or occupancy of the Premises, any Improvements, or any
portion thereof. No occurrence or situation arising during the Term, nor any present or future
Law, whether foreseen or unforeseen, and however extraordinary, shall relieve Tenant from its
liability to pay all of the sums required by any of the provisions of this Lease, or shall otherwise
relieve Tenant from any of its obligations under this Lease, or shall give Tenant any right to
terminate this Lease in whole or in part, except as otherwise expressly provided in this Lease.
Tenant waives any rights now or hereafter conferred upon it by any existing or future Law to
terminate this Lease or to receive any abatement, diminution, reduction or suspension of
payment of such sums, on account of any such occurrence or situation, provided that such waiver
shall not affect or impair any right or remedy expressly provided Tenant under this Lease.

5.13. Additional Charges. Without limiting Port's other rights and remedies set forth in
this Lease, at law or in equity, in the event Tenant fails to submit to the appropriate party, on a
timely basis, the items identified in Sections: 12.1 (Utilities), 16.3 (Tenant's Environmental
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Condition Notification Requirements), 16.8. (Storm Water Pollution Prevention), 31.1(d) (CMD
Form), and 34 below or to provide evidence of the required insurance coverage described in
Section 17 below, then upon written notice from Port of such failure, Tenant shall pay, as
Additional Rent, an amount equaling One Hundred Dollars ($100.00). In the event Tenant fails
to provide the necessary document within the time period set forth in the initial notice and Port
delivers to Tenant additional written notice requesting such document, then Tenant shall pay to
Port, as Additional Rent, an amount equaling One Hundred Fifty Dollars ($150.00) for each
additional written notice Port delivers to Tenant requesting such document. The parties agree
that the charges set forth in this Section 5.13 represent a fair and reasonable estimate of the
administrative cost and expense which Port will incur by reason of Tenant's failure to provide the
documents identified in this Section 5.13 and that Port's right to impose the foregoing charges
shall be in addition to and not in lieu of any and all other rights under this Lease, at law or in
equity. By signing this Lease, each party specifically confirms the accuracy of the statements
made in this Section 5.13 and the reasonableness of the amount of the charges described in this
Section 5.13.

6.  TAXES AND ASSESSMENTS.

6.1.  Payment of Taxes. During the Term, Tenant agrees to pay, when due, to the
proper authority any and all real property and personal taxes, general and special assessments,
license fees, permit fees and all other governmental charges of any kind or nature whatsoever,
including without limitation all penalties and interest thereon, levied or assessed on the Premises,
on Tenant's Property, the leasehold or subleasehold estate or Tenant's use of the Premises,
‘whether in effect at the time this Lease is entered into or which become effective thereafter, and
all taxes levied or assessed on the possession, use or occupancy, as distinguished from the
ownership, of the Premises. Tenant further recognizes and agrees that its leasehold interest may
be subject to the payment of special taxes, including without limitation a levy of special taxes to
finance energy efficiency, water conservation, water pollution control and similar improvements
under the Special Tax Financing Law in Chapter 43 Article X of the Administrative Code.
Tenant shall not permit any such taxes, assessments or other charges to become a defaulted lien
on the Premises or the Improvements thereon; provided, however, that in the event any such tax,
assessment or similar charge is payable in installments, Tenant may make, or cause to be made,
payment in installments; and provided, further, that Tenant may, through such proceeding as
Tenant considers necessary or appropriate, contest the legal validity or the amount of any tax,
assessment or similar charge so long as such assessment or charge does not become a defaulted
lien. In the event of any such dispute, Tenant shall Indemnify Port, City, and their Agents from
and against all Claims resulting therefrom.

6.2.  Possessory Interest Tax. Tenant recognizes and understands that this Lease may
create a possessory interest subject to property taxation and that Tenant may be subject to the
payment of property taxes levied on such interest. Tenant further recognizes and understands
that any sublease or assignment permitted under this Lease and any exercise of any option to
renew or other extension of this Lease may constitute a change in ownership for purposes of
property taxation and therefore may result in a revaluation of any possessory interest created
hereunder. Tenant agrees to pay taxes of any kind, including, but not limited to, possessory
interest taxes, that may be lawfully assessed on the leasehold interest hereby created and to pay
all other taxes, excises, licenses, permit charges and assessments based on Tenant's usage of the
Premises that may be imposed upon Tenant by Law, all of which shall be paid when the same
become due and payable and before delinquency. Tenant agrees not to allow or suffer a lien for
any such taxes to be imposed upon the Premises or upon any equipment or property located
thereon without promptly discharging the same, provided that Tenant, if so desiring, may have
reasonable opportunity to contest the validity of the same. San Francisco Administrative Code
Sections 23.38 and 23.39 (or any successor statute) require that the City and County of San
Francisco report certain information relating to this Lease, and any renewals thereof, to the
County Assessor within sixty (60) days after any such transaction and that Tenant report certain
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information relating to any assignment of or sublease under this Lease to the County Assessor
within sixty (60) days after such assignment or sublease transaction.

T REQUIRED FINANCIAL ASSURANCES.

7.1.  Security Deposit. Tenant shall pay to Port upon execution of this Lease, in
addition to the advance payment of the first month's Base Rent, the Security Deposit, in cash, in
the sum specified in the Basic Lease Information, as security for the faithful performance by
Tenant of all terms, covenants and conditions of this Lease. The parties agree that the Security
Deposit shall, at all times during the Term, equal twenty-thousand dollars (§20,000) plus an
amount equal to two (2) months of the then-current Base Rent. Any increase in the Security
Deposit to maintain the same ratio of Security Deposit to Base Rent shall be delivered to Port on
the same date that such increase in Base Rent is first due.

Tenant agrees that Port may (but shall not be required to) apply the Security Deposit in
whole or in part to (a) pay any sum due to Port under this Lease; (b) compensate Port for any
expense incurred or damage caused by Tenant, its Agents or Invitees; (c¢) cure any default by
Tenant; or (d) cure, or attempt to cure, any failure of Tenant to perform any other covenant, term
or condition contained herein. Tenant shall immediately upon demand pay Port a sum equal to
the portion of the Security Deposit expended or applied by Port. Port shall not be required to
keep the Security Deposit separate from its general funds, and Tenant shall not be entitled to any
interest on the Security Deposit. Nothing contained in this Section shall in any way diminish or
be construed as waiving any of Port's other remedies set forth in this Lease or provided by law or
equity.

Tenant hereby waives the provisions of California Civil Code Section 1950.7 and/or any
successor statute, it being expressly agreed that Port may apply all or any portion of the Security
Deposit in payment of any and all sums reasonably necessary to compensate Port for any other
loss or damage, foreseeable or unforeseeable, caused by the act or omission of Tenant or any
Agent or Invitee of Tenant, and that following a default by Tenant, all or any portion of the
Security Deposit may be retained by Port following a termination of this Lease and applied to
future damages, including damages for future Rent, pending determination of the same. Subject
to the foregoing, Port will return any balance to Tenant within ninety (90) days-of the expiration
or earlier termination of this Lease.

7.2.  Environmental Oversight Deposit.

(a) Tenant shall pay to Port upon execution of this Lease an Environmental
Oversight Deposit in cash in the amount of Ten Thousand Dollars ($10,000), as security for Port's
recovery of costs of inspection, monitoring, enforcement, and administration during Tenant's
operations under this Lease; provided, however, that the Environmental Oversight Deposit will
not be deemed an advance of Rent, an advance of any other payment due to Port under this Lease,
a security deposit subject to the California Civil Code, or a measure of Port's damages upon an
Event of Default.

(b) Port may use, apply, or retain the Environmental Oversight Deposit in whole or
in part to reimburse Port for costs incurred if an Environmental Regulatory Agency delivers a
notice of violation or order regarding a Hazardous Material Condition ("Environmental Notice") to
Tenant and either: (i) the actions required to cure or comply with the Environmental Notice
cannot be completed within fourteen (14) days after its delivery; or (i) Tenant has not begun to
cure or comply with the Environmental Notice or is not working actively to cure the
Environmental Notice within fourteen (14) days after its delivery. Under these circumstances,
Port's costs may include staff time corresponding with and responding to Regulatory Agencies,
attorneys' fees, and collection and laboratory analysis of environmental samples.

(c) If an Environmental Notice is delivered to Tenant, and Tenant has cured or
complied with the Environmental Notice within fourteen (14) days after its delivery, Port may
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apply a maximum of $500 from the Environmental Oversight Deposit as Additional Rent for each
Environmental Notice delivered to Tenant to reimburse Port for its administrative costs.

(d) Tenant must pay to Port immediately upon demand a sum equal to any portion
of the Environmental Oversight Deposit Port expends or applies.

(e) Provided that no Environmental Notices are then outstanding, Port will return
the balance of the Environmental Oversight Deposit, if any, to Tenant within a reasonable time
after the expiration or earlier termination of this Lease. Port's obligations with respect to the

" Environmental Oversight Deposit are those of a debtor and not a trustee, and Port may commingle
the Environmental Oversight Deposit or use it in connection with its business.

8. USE OF THE PREMISES.

8.1.  Permitted Use. The Premises shall be used and occupied only for the Permitted
Use specified in the Basic Lease Information and for no other purpose.

8.2.  Prohibited Use. Tenant agrees that the following activities, by way of example
only and without limitation, and any other use that is not a Permitted Use (in each instance, a
"Prohibited Use" and collectively, "Prohibited Uses"), are inconsistent with this Lease, are strictly
prohibited and are considered Prohibited Uses:

(a) any activity, or the maintaining of any object, which is not within the Permitted
Use; ,

(b) any activity, or the maintaining of any object, which will in any way increase
the existing rate of, affect or cause a cancellation of, any fire or other insurance policy covering
the Premises, any part thereof or any of its contents;

(¢) any activity or object which will overload or cause damage to the Premises;

(d) any activity which constitutes waste or nuisance, including, but not limited to,
the preparation, manufacture or mixing of anything that might emit any objectionable odors,
noises or lights onto adjacent properties, or the use of loudspeakers or sound or light apparatus
which can be heard or seen outside the Premises;

(e) any activity which will in any way injure, obstruct or interfere with the rights
of other tenants in the Facility or of owners or occupants of adjacent properties, including, but not
limited to, rights of ingress and egress;

(f) use of the Premises for residential, sleeping or personal living quarters and/or
"Live/Work" space; :

(g) any auction, distress, fire, bankruptcy or going out of business sale on the
Premises without the prior written consent of Port, which consent may be granted, conditioned, or
withheld in the sole and absolute discretion of Port; or

(h) the storage of any and all excavated materials, including but not limited to, dixt,
concrete, sand, asphalt, and pipes;

(i) except during construction of the Embarkation Site Improvements or
Subsequent Alterations, the storage of any and all aggregate material, or bulk storage, such as
wood or of other loose materials; or

(j) other Prohibited Uses identified in the Basic Lease Information, if any.

8.3.  Notice of Prohibited Use Charge. In the event Port determines after inspection of
the Premises that Prohibited Uses are occurring on the Premises, then Tenant shall immediately
cease the Prohibited Use and shall pay to Port, as Additional Rent, an amount equaling Two
Hundred Dollars ($200.00) upon delivery of written notice to Tenant to cease the Prohibited Use
("Notice to Cease Prohibited Use"). In the event Port determines in subsequent inspection(s) of the
Premises that Tenant has not ceased the Prohibited Use, then Tenant shall pay to Port, as
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Additional Rent, an amount equaling Three Hundred Dollars ($300.00) for each additional
Notice to Cease Prohibited Use delivered to Tenant. The parties agree that the charges
associated with each inspection of the Premises and delivery of the Notice to Cease Prohibited
Use, if applicable, represent a fair and reasonable estimate of the administrative cost and expense
which Port will incur by reason of Port's inspection of the Premises and Tenant's failure to
comply with the applicable Notice to Cease Prohibited Use and that Port's right to impose the
foregoing charges shall be in addition to and not in lieu of any and all other rights under this
Lease, at law or in equity. By signing this Lease, each party specifically confirms the accuracy
of the statements made in this Section and the reasonableness of the amount of the charges
described in this Section.

9. COMPLIANCE WITH LAWS AND REGULATIONS.

" Tenant, at Tenant's sole cost and expense, promptly shall comply with all Laws relating
to or affecting the condition, use or occupancy of the Premises and shall comply with all Laws
relating to Tenant's specific use of the Facility and all Rules and Regulations, if any, in effect
either at the time of execution of this Lease or which may hereafter be in effect at any time
during the Term, whether or not the same are now contemplated by the parties. Tenant further
understands and agtees that it is Tenant's obligation, at Tenant's sole cost and expense, to cause
the Premises and Tenant's activities and operations conducted thereon, to be in compliance with
the ADA. Tenant shall be solely responsible for conducting its own independent investigation of
this matter and for ensuring that the design of all Alterations and Improvements strictly complies
with all requirements of the ADA. If Tenant's use or occupancy of the Premises triggers a
requirement to remove barriers or perform other work to any part of the Facility outside of the
Premises to comply with the ADA, then, Tenant shall perform such work at Tenant's sole cost
and expense.

The parties acknowledge and agree that Tenant's obligation to comply with all Laws as
provided herein is a material part of the bargained for consideration under this Lease. Tenant's
obligation under this Section 9 shall include, without limitation, the responsibility of Tenant to
make substantial or structural repairs and Alterations to the Premises, regardless of, among other
factors, the relationship of the cost of curative action to the Rent under this Lease, the length of
the then remaining Term hereof, the relative benefit of the repairs to Tenant or Port, the degree to
which the curative action may interfere with Tenant's use or enjoyment of the Premises, the
likelihood that the parties contemplated the particular Laws involved, and whether the Laws
involved are related to Tenant's particular use of the Premises. Any Alteration or Improvements
made by or on behalf of Tenant pursuant to the provisions of this Section 9 shall comply with the
provisions of Section 13 below. Except as otherwise expressly set forth in this Lease, no
occurrence or situation arising during the Term, nor any present or future Law, whether foreseen
or unforeseen, and however extraordinary, shall relieve Tenant of its obligations hereunder, nor
give Tenant any right to terminate this Lease in whole or in part or to seek redress against Port,
except to the extent Tenant may have remedies against Port pursuant to this Lease or applicable
Law. Tenant waives any rights now or hereafter conferred upon it by any existing or future Law
to terminate this Lease, to receive any abatement, diminution, reduction or suspension of
payment of Rent, or to compel Port to make any repairs to comply with any such Laws, on
account of any such occurrence or situation.

10.  PORT ACTING AS OWNER OF PROPERTY; REGULATORY APPROVALS;
COMPLIANCE WITH CITY'S RISK MANAGER'S REQUIREMENTS.

10.1. Port Acting as Owner of Property. Tenant understands and agrees that Port is
entering into this Lease in its capacity as a landowner with a proprietary interest in the Premises
and not as a Regulatory Agency of the City with certain police powers. By entering into this
Lease, Port is in no way modifying or limiting the obligation of Tenant to obtain any required
Regulatory Approvals from Regulatory Agencies, and to cause the Premises to be used and
occupied in accordance with all Laws and required Regulatory Approvals. Examples of Port
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actions as a Regulatory Agency include Port issuance of building, encroachment and other
construction-related permits, and the Chief Harbor Engineer's actions to protect public health and
safety.

10.2. Regulatory Approvals. Tenant understands that Tenant's operations on the
Premises, changes in use, or Improvements or Alterations to the Premises (individually and
collectively, "Changes") may require Regulatory Approvals, including Regulatory Approvals
issued by Port in its capacity as a Regulatory Agency.

Tenant shall be solely responsible for obtaining any Regulatory Approvals, and Tenant
shall not seek any Regulatory Approval without first obtaining the prior written approval of Port.
All costs associated with applying for and obtaining any necessary Regulatory Approval shall be
borne solely and exclusively by Tenant. Tenant shall be solely responsible for complying with
any and all conditions imposed by Regulatory Agencies as part of a Regulatory Approval;
provided, however, Tenant shall not agree to the imposition of conditions or restrictions in
connection with its efforts to obtain a permit or other entitlement from any Regulatory Agency
(other than Port), if: (1) conditions and/or restrictions under such permit or other entitlement
could affect use or occupancy of the Facility or other Port property or Port's interest therein or
would create obligations on the part.of Port or could otherwise encumber, restrict or change the
use of Port property (other than the Premises), unless in each instance Port has previously
approved, in Port’s sole discretion, such conditions or restrictions; or (2) conditions and/or
restrictions under such permit or other entitlement could affect use or occupancy of the Premises
or Port's interest therein or would create obligations on the part of Port on the Premises or could
otherwise encumber, restrict or change the use of the Premises, unless in each instance Port has
previously approved, in Port’s reasonable discretion, such conditions and/or restrictions.

Any fines or penalties imposed as a result of the failure of Tenant to comply with the
terms and conditions of any Regulatory Approval shall be promptly paid and discharged by
Tenant, and Port shall have no liability, monetary or otherwise, for any fines and penalties. To
the fullest extent permitted by Law, Tenant agrees to Indemnify City, Port and their Agents from
and against any Claim which City or Port may incur as a result of Tenant's failure to obtain or
comply with the terms and conditions of any Regulatory Approval.

Without limiting the terms and conditions of Sections 10.1 and 10.2, by signing this
Lease, Tenant agrees and acknowledges that (i) Port has made no representation or warranty that
Regulatory Approvals to allow for the Changes, if any, can be obtained, (ii) although Port is an
agency of the City, Port has no authority or influence over any Regulatory Agency responsible
for the issuance of such required Regulatory Approvals, (iii) Port is entering into this Lease in its
capacity as a landowner with a proprietary interest in the Facility and not as a Regulatory
Agency of the City with certain police powers, and (iv) Tenant is solely responsible for obtaining
any and all required Regulatory Approvals in connection with any Changes. Accordingly,
Tenant understands that there is no guarantee, nor a presumption, that any required Regulatory
Approvals will be issued by the appropriate Regulatory Agency and Port's status as an agency of
the City shall in no way limit the obligation of Tenant to obtain approvals from any Regulatory
Agencies (including Port) that have jurisdiction over the Facility. Tenant hereby releases and
discharges Port from any liability relating to the failure of any Regulatory Agency (including
Port) from issuing any required Regulatory Approval.

10.3. Compliance with City's Risk Manager's Requirements. Tenant shall faithfully
observe, at no cost to Port, any and all requirements of City's Risk Manager with respectto
Tenant's use and occupancy of the Premises, so long as such requirements do not unreasonably
interfere with Tenant's use of the Premises or are otherwise connected with standard prudent
commercial practices of other landlords.
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11. MAINTENANCE AND REPAIRS.

11.1.  Port’s Obligations. Port’s obligations to maintain and repair the Premises are
strictly limited to those explicitly stated in the Basic Lease Information and nothing in this Lease
shall imply any greater duty upon the part of Port to perform any other repair or maintenance
work and under any provision of this Lease. Port shall use commercially reasonable efforts to
conduct any of the foregoing activities in a manner that, to the extent reasonably practicable, will
minimize inconvenience or disturbance to Tenant; Port will have no obhga‘uon to minimize
inconvenience or disturbance to Tenant when such work is necessary, in Port's sole and absolute
discretion, to maintain Port property in safe, hazard-free condition. In no event will
inconvenience or disturbance caused by Port’s maintenance and repair work constitute an actual
or constructive eviction of Tenant, entitle Tenant to any abatement or diminution of Rent, or
otherwise relieve Tenant from any of its obligations under this Lease. Port shall not be liable in
any manner, and Tenant hereby waives any Claim for damages, for any inconvenience,
disturbance, loss of business, nuisance, or other damage, including without limitation any
abatement or reduction in Rent, arising out of Port's or its authorized Agents entry onto the
Premises to perform its maintenance and repair obligations or on account of bringing necessary
materials, supplies and equipment into or through the Premises during the course thereof, except
damage resulting solely from the willful misconduct or gross negligence of Port or its authorized
representatives.

If Port fails to perform its maintenance and repair obligations as set forth in this Lease
and such failure materially impacts Tenant’s ability to operate, then Tenant must provide written
notice to Port specifying the nature of Port’s default and actions needed to cure. If, after receipt
of such written notice, Port’s failure to perform its obligations continues without cure for more
than one hundred eighty (180) days (or, if such cure cannot reasonably be completed within such
180-day period, Port fails to commence with due diligence and dispatch within such ninety-day
period the curing of such failure, or having so commenced, fails to diligently and with good faith
prosecute such cure to completion within twelve (12) months), Tenant shall be entitled to seek an
order for specific performance to compel Port to perform such obligations. Tenant agrees that,
notwithstanding anything to the contrary in this Lease or pursuant to any applicable Laws,
Tenant's remedies hereunder shall constitute Tenant's sole right and remedy for Port’s default
under this Section. In no event shall Tenant be entitled to offset from all or any portion of Rent
becoming due hereunder or to otherwise recover or obtain from Port or its Agents any damages
arising out of Port’s default under this Section.

11.2. Tenant Maintenance and Repair Obligations. Unless otherwise set forth in the
Basic Lease Information: (i) beginning on the relevant Commencement Date for each parcel,
Tenant shall at all times during the Term, and at its sole cost and expense, maintain, repair and
replace in good and working order, condition and repair the Premises and all Improvements and
Alterations thereon, including, but not limited to, glazing; and (ii) Port shall not be obligated to
make any repairs, replacement or renewals of any kind, nature or description whatsoever to the
Premises nor to any Improvements or Alterations now or hereafter located thereon. Maintenance
and repair shall be in accordance with the Embarkation Site Waterside Improvements and
Maintenance Specifications included in the Work Letter which is attached hereto as Exhibit E.
Tenant hereby waives all rights to make repairs at Port's expense under Sections 1932(1), 1941
and 1942 of the California Civil Code or under any similar Law now or hereafter in effect.
Notwithstanding any maintenance and repair obligations of Port that may be set forth in the
Basic Lease Information, in the event that Tenant, its Agents or Invitees cause any damage to the
Premises or any other property within Port's jurisdiction, Tenant shall be responsible for repair
and Port may repair the same at Tenant's sole cost and expense and Tenant shall immediately
reimburse Port therefor.

Tenant shall not make, nor cause or suffer to be made, any repairs or other work for
which a permit is required by any applicable building code, standard or regulation, including,
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without limitation, the Port Building Code or of any rule or regulation of Port without first
obtaining Port's prior written consent and a permit therefor.

In the event that damage or deterioration to the Premises or any portion thereof which is
Tenant's obligation to maintain results in the same not meeting the standard of maintenance
required by Port for such uses as Tenant is making of the Premises, then Tenant shall have the
independent responsibility for, and shall promptly undertake, maintenance or repair of the
Premises and complete the same with due diligence.

11.3. Port's Right to Inspect. Without limiting Section 25 below, Port may make
periodic inspections of the Premises and may advise Tenant when maintenance or repair of the
Premises is required, but such right of inspection shall not relieve Tenant of its independent
responsibility to maintain such Premises and Improvements in a condition as good as, or better
than, their condition at the Phase I Commencement Date, excepting ordinary wear and tear.

11.4. Port's Right to Repair. In the event Tenant fails to maintain the Premises in
accordance with this Lease or Tenant fails to promptly repair any damage to the Facility or the
Facility Systems caused by Tenant or its Agents, Port may repair the same at Tenant's sole cost
and expense and Tenant shall immediately reimburse Port therefore. If the cost (including, but
not limited to, salaries of Port staff and attorneys' fees) of any such repairs or replacements made
at Tenant's expense is in excess of Two Thousand Dollars ($2,000), then Tenant shall pay to Port
an administrative fee equal to ten percent (10%) of the total "Hard costs" of the work. "Hard
costs" shall include the cost of materials and installation, but shall exclude any costs associated
with design, such as architectural fees. With respect to any work where the total hard costs of
such work are less than Two Thousand Dollars ($2,000), Tenant shall pay to Port, as Additional
Rent, an amount equaling Two Hundred Dollars ($200).

In addition, upon delivery of the initial notice relating to Tenant's failure to maintain the
Premises in accordance with Section 11 ("Maintenance Notice"), Tenant shall pay, as Additional
Rent, an amount equaling Two Hundred Dollars ($200.00). In the event Port determines during
subsequent inspection(s) that Tenant has failed to maintain the Premises in accordance with
Section 11, then Tenant shall pay to Port, as Additional Rent, an amount equaling Three Hundred
Dollars ($300) for each additional Maintenance Notice, if applicable, delivered by Port to Tenant
following each inspection. By signing this Lease, each party specifically agrees that the charges
associated with-each inspection of the Premises and delivery of each Maintenance Notice
represent a fair and reasonable estimate of the administrative cost and expense which Port will
incur by reason of Port's inspection of the Premises and issuance of each Maintenance Notice.
Tenant's failure to comply with the applicable Maintenance Notice and Port's right to impose the
foregoing charges shall be in addition to and not in lieu of any and all other rights and remedies
of Port under this Lease, at law or in equity. The amounts set forth in this Section shall be due -
within three (3) business days following delivery of the applicable Maintenance Notice.

For purposes of this Lease, the term "ordinary wear and tear" shall not include any
deterioration in the condition or diminution of the value of any portion of the Premises and/or the
Facility in any manner whatsoever related directly or indirectly to Tenant's failure to comply
with the terms and conditions of this Lease.

11.5. Dredging. Tenant shall be solely respons1ble for any dredging and dredging-
related activities required in connection with its operations or use of the Premises, including
areas outside of the Premises necessary to provide access to the Premises (the "Dredging Work"),
and for all costs associated with the Dredging Work, including pre- and post-dredge
hydrographic surveys: pre-dredge sediment sampling and analyses as required by all Regulatory
Agencies; permitting; all consultant and dredging contracting; and for repair of any damages to
existing structures incurred during Tenant’s Dredging Work.

(a) Tenant must comply with all of the following conditions in connection with
any Dredging Work:
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] Dredging Work must be performed in accordance with the
requ1rements of the permits issued to Tenant by Regulatory Agencies and in accordance with the
authorizations obtained from the Dredged Material Management Office (“DMMO”).

(i) At least three (3) months prior to commencement of any Dredging
Work, Tenant must notify Port in writing of the anticipated start date, along with the anticipated
time required to perform and complete the Dredging Work, and the anticipated volume of
materials that will be dredged with each dredging episode.

@iii)  Tenant shall provide to Port copies of all pre-dredge and post-
dredge hydrographic surveys within fifteen (15) days of conducting the survey. Tenant shall
provide all submittals to DMMO and Regulatory Agencies to Port including dredging permit
applications, Sampling and Analysis Plans, Sampling and Analysis Reports and sample
analytical data, Dredge Operations Plans, Work Notices, Post-Dredging Reports and any other
information developed in connection with the Dredging Work at the time of submittal to DMMO
and Regulatory Agencies. Tenant shall provide Port approved permits issued to Tenant by
Regulatory Agencies within seven (7) calendar days after receipt of the permit from the
permitting Regulatory Agency. Tenant shall provide Port evidence of all DMMO authorizations
obtained by Tenant including, but not limited to, sampling and analysis plan and dredge
operations plan authorizations, and dredged material Suitability Determinations. As used in this
Section, a “Suitability Determination” means a DMMO authorization that dredged materials are
suitable for placement at a proposed re-use or disposal location. All reports, surveys, results,
plans, notices, sampling data, or such other information that is required to be provided to Port
under this Section 11.5 will be provided at no cost to Port. Tenant will provide Port one (1)
electronic copy (in the format then requested by the Port) of all the foregoing documents and
authorizations.

(iv)  Within seven (7) calendar days after DMMO authorization of
Tenant’s sampling and analysis plan, Tenant shall provide Port with a proposed schedule of
activities beginning with pre-dredge sediment sampling, pre-dredge hydrographic surveying,
dredging, post-dredge hydrographic surveying and concluding with the submittal of the Post-
Dredging Report.

v) Tenant shall maintain records of dredging operations, such as daily
logs, dredged material disposal documentation, and pre- and post-dredging hydrographic surveys
. to be included in a Post-Dredging Report.

(vi)  Tenant is solely responsible for notifying all vessel operators using
the Pier 31/33 Water Basin along with tenants and licensees of Port adjacent to the Premises, of
Tenant’s dredging schedule (i.e., commencement of and period of dredging).

(vii) Tenant is solely responsible for ensuring that the scheduled
Dredging Work does not interfere with other activities previously scheduled by Port or other Port
tenants near the Premises provided that Port makes such scheduling information available to
Tenant in a reasonable time prior to Tenant's commencement of the Dredging Work.

(viii) Tenant must submit post-dredging report(s) to Regulatory
Agencies and Port in accordance with the reporting schedules and documentation requirements -
specified in Tenant’s dredging permits.

(ix)  Tenant shall be solely responsible for testing, sampling, removing,
and disposing of the sediments and any associated debris or other materials excavated from the
Bay in connection with any Dredging Work performed by Tenant under this Section 11.5 and in
accordance with this Lease and any required Regulatory Approval.

(b) Beneficial Re-Use of Dredged Materials. Tenant will seek a Suitability
Determination from DMMO that the dredged materials from any Dredging Work may be
beneficially re-used at Tenant’s sole cost. Tenant will commence the applicable Dredging Work
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only after DMMO has made a Suitability Determination that the dredged materials may or may
not be beneficially re-used at an authorized beneficial re-use site. If DMMO determines that the
dredged materials may be beneficially re-used and the authorized beneficial re-use site is
accepting dredged materials, then Tenant will deposit dredged materials at the authorized
beneficial re-use site, at no cost to Port. If DMMO determines that the dredged materials are not
suitable for beneficial re-use or if the DMMO determines that the dredged materials may be
beneficially re-used and the authorized beneficial re-use site cannot accept the materials due to
scheduling, equipment, or similar beneficial re-use site constraints, then Tenant will dispose of
dredged materials at a DMMO-authorized disposal location. Should an authorized beneficial re-
use site exist on Port property, and at the Port’s request, Tenant shall prioritize and seek a
Suitability Determination from DMMO for beneficial re-use of a portion or the entire volume of
dredged materials, as determined by Port, at such Port property, and at no cost to Port.

11.6. Acts of Nature. Nothing contained herein shall require Port to repair or replace
the Premises or the Improvements thereon as a result of damage caused by acts of war,
earthquake, tidal wave or other acts of nature, except that this provision shall not affect any
obligation to make repairs to the Premises pursuant to Section 18 in the event of any damage or
destruction of the Premises. :

12.  UTILITIES AND SERVICES.

12.1. Utilities. Tenant shall make arrangements and shall pay all charges for all
Utilities to be furnished on, in or to the Premises or to be used by Tenant. Tenant shall procure
all electricity for the Premises from the San Francisco Public Utilities Commission at rates to be’
determined by the SF Public Utilities Commission. If the SF Public Utilities Commission
determines that it cannot feasibly provide service to Tenant, Tenant may seek another provider

Tenant shall be obligated, at its sole cost and expense, to repair and maintain in good
operating condition all utilities serving the Premises (whether within or outside the Premises and
regardless of who installed same). The obligation to repair and maintain includes the obligation
to routinely inspect and assess such Utilities using qualified licensed professionals and to report
the results of such inspections to Port. Tenant shall coordinate with Port and impacted Port
tenants, if necessary, with respect to maintenance and repair of any off-Premises utility
infrastructure, including providing advance notice of maintenance and repair requirements. If
Tenant requests Port to perform such maintenance or repair, whether emergency or routine, Port
shall charge Tenant for the cost of the work performed at the then prevailing standard rates, and
Tenant agrees to pay Port promptly upon billing.

If Tenant requires electric current in excess of that usually furnished or supplied for the
Premises, Tenant shall first procure the written consent of Port, which Port may refuse, in its sole
and absolute discretion, to the use thereof, and Port may cause an electric current meter to be
installed in the Premises so as to measure the amount of electric current consumed for any such
other use. The cost of any such meter and of installation, maintenance, and repair thereof shall
be paid for solely by Tenant and Tenant agrees to pay to Port promptly upon demand therefor by
Port for all such electric current consumed, as shown by the meter, at the rates charged for such
service by the San Francisco Public Utilities Commission or the local public utility, as the case
may be, furnishing the same, plus any additional expense incurred in keeping account of the
electric current so consumed.

The parties agree that any and all utility improvements (not including telephone wiring
and equipment) shall become part of the realty and are not trade fixtures or Tenant's Property.
Port makes no representation or warranty that utility services, including telecommunications
services, will not be interrupted. Port shall not be liable in damages or otherwise for any failure
or interruption of any utility services, including telecommunications services, furnished to the
Premises. No such failure or interruption shall constitute a basis for constructive eviction, nor
entitle Tenant to terminate this Lease or abate Rent. Tenant hereby waives the provisions of
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California Civil Code Section 1932(1), 1941, and 1942, or any other applicable existing or future
Laws permitting the termination of this Lease due to such interruption, failure or inability.

In the event any Law imposes mandatory or voluntary controls on Port, the Facility, or
the property or any part thereof, relating to the use or conservation of energy, water, gas, light or
electricity or the reduction of automobile or other emissions, or the provision of any other utility
or service provided with respect to this Lease, or in the event Port is required or elects to make
alterations to any part of the Facility in order to comply with such mandatory or voluntary
controls or guidelines, such compliance and the making of such alterations shall in no event
entitle Tenant to any damages, relieve Tenant of the obligation to pay the full Base Rent and
Additional Rent reserved hereunder or to perform each of its other covenants hereunder or
constitute or be construed as a constructive or other eviction of Tenant. Port shall have the right
at any time to install a water meter in the Premises or otherwise to measure the amount of water
consumed on the Premises, and the cost of such meter or other corrective measures and the
installation and maintenance thereof shall be paid for by Tenant.

Without Port's prior written consent, which Port may give or refuse in its sole and
absolute discretion, Tenant shall not place or install in the Premises any equipment that weighs in
excess of the normal load-bearing capacity of the floors of the Facility, and as may be further
described in this Lease. If Port consents to the placement or installation of any such machine or
equipment in the Premises, Tenant, at no cost to Port, shall reinforce the floor of the Premises,
pursuant to plans and specifications approved by Port and otherwise in compliance with
Section 13 below, to the extent necessary to assure that no damage to the Premises or the Facility
or weakening of any structural or substructural supports, as the case may be, will be occasioned
thereby.

12.2. Services. Except as may be otherwise provided in the Basic Lease Information,
Tenant shall make arrangements and shall pay all charges for all services to be furnished on, in
or to the Premises or to be used by Tenant, including, without limitation, garbage and trash
collection, janitorial service and extermination service.

12.3. On-Site Renewable Energy. At any time during the Term, Port shall have the
right, at its sole and absolute discretion, to install, or cause another party to install, a renewable
energy system, using sources such as solar (photovolteuc or solar thermal power), wmd tidal or
biofuel power ("Renewable Energy System') on the roof of any of the buildings within the
Premises or otherwise on or near the Facility for the purpose of supplying power to the Facility
or other locations. Notwithstanding Section 12.1, unless the cost per kilowatt of power to Tenant
from such Renewable Energy System is greater than the cost per kilowatt Tenant would
otherwise pay for power, Tenant shall purchase all or a portion of its power needs from the
operator of the Renewable Energy System.

13.  IMPROVEMENTS AND ALTERATIONS.
13.1. Port Consent Required.

(a) Tenant shall not make nor cause or suffer to be made, any Alterations or
Improvements to the Premises (i) without the prior written consent of Port, which consent shall
not be unreasonably withheld; provided, however, that Port shall have the right in its sole and
absolute discretion to consent or to withhold its consent to any Alterations or Improvements
which affect the structural portions of the Premises, the Facility or the Facility Systems, and
(ii) until Tenant shall have procured and paid for all Port and other Regulatory Approvals of the
various Regulatory Agencies having jurisdiction over the Premises, including, but not limited to,
any building or similar permits required by Port or its CHE in the exercise of its jurisdiction with
respect to the Premises.

. (b) As a condition to giving consent, Port may require Tenant to provide Port, at
Tenant's sole cost and expense, one or more financial guarantees, each in a form and issued by a
bank or surety acceptable to Port, such as: (i) a standby letter of credit or bond; and/or (ii) a

Ferry Concessioner Form Lease 7/30/2018 - 33 n\port\as2017\1400626\01293557.docx



payment and performance bond from Tenant's Contractors naming Port as co-obligee, each in a
principal amount up to one hundred fifty percent (150%) but not less than one hundred

percent (100%) of the estimated costs of the Alteration or Improvement, to ensure Port against
any liability for mechanics' and materialmen's liens, stop notices and to ensure completion of
work.

(¢) At least thirty (30) days before commencing any Alterations or Improvements
to the Premises, Tenant shall notify Port. Tenant's notice shall be accompanied by Final
Construction Documents for the Alterations or Improvements, if applicable. Port shall have the
right to object to any of the Alterations or Improvements within sixty (60) days after receipt of
notice from Tenant. Port's failure to notify Tenant of Port's objection within the 60-day period
shall be deemed Port's disapproval of the Alterations.

(d) None of the following will constitute Alterations or Improvements requiring
Port’s consent, unless the installation will affect Facility Systems or the structure of any building:
(1) installation of furnishings, trade fixtures, equipment, or decorative improvements; (ii) painting
the interior of any of the buildings within the Premises; and (iii) carpeting any of the buildings
within the Premises.

13.2. Tenant’s Obligation to Construct the Embarkation Site Improvements. Tenant
shall construct the Embarkation Site Improvements in accordance with, and subject to all the
terms, covenants, conditions and restrictions of this Section 13 and the Work Letter. Any
Subsequent Alteration shall be performed in accordance with this Section 13.

13.3. Construction Requirements; Subsequent Alterations. All Alterations and
Improvements to the Premises including without limitation all Subsequent Alterations made by
or on behalf of Tenant shall be subject to the following conditions, which Tenant covenants
faithfully to perform:

(a) All Alterations and Improvements shall be performed in a good and
workmanlike manner in accordance with plans and specifications previously approved by Port in
writing and in compliance with the applicable building, zoning and other applicable Laws,
including, but not limited to, compliance with the ADA, and in compliance with the terms of and
conditions imposed in any Regulatory Approval or any permit or authorization for the Premises.

~ (b) All Alterations and Improvements shall be performed at the sole cost and
expenses of Tenant, with reasonable dispatch and prosecuted to completion, and only by duly
licensed and bonded contractors or mechanics approved by Port, and subject to any conditions
that Port may reasonably impose.

(c¢) Tenant, while performing any subsequent construction or maintenance or
repair of the Improvements (for purposes of this Section only, "Work"), shall undertake
commercially reasonable measures in accordance with good construction practices to minimize
the risk of injury or damage to adjoining portions of the Premises and Improvements and the
surrounding property, or the risk of injury to members of the public, caused by or resulting from
the performance of'its Work. Tenant shall undertake commercially reasonably measures to
minimize damage, disruption or inconvenience caused by the Work and make adequate provision
for the safety and convenience of all persons affected by the Work. Dust, noise and other effects
of the Work shall be controlled using commercially-accepted methods customarﬂy used to control
deleterious effects associated with construction projects in populated or developed urban areas.
Tenant shall erect appropriate construction barricades substantially enclosing the area of such
construction and maintain them until the Work has been substantially completed, to the extent
reasonably necessary to minimize the risk of hazardous construction conditions.

(d) At the completion of any Work described in this Section, Tenant shall furnish
to Port one reproducible "as built" drawing of all Alterations and Improvements made in the
Premises. If Tenant fails to provide such as-built drawings to Port within sixty (60) days after
completion of the Improvements, Port, after giving notice to Tenant shall have the right, but not
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the obligation, to cause the preparation by an architect of Port's choice of "as-built" drawings, at
Tenant's sole cost, to be paid by Tenant to Port within thirty (30) days after Port's request therefor.

(e) Tenant expressly acknowledges that the Embarkation Site is a contributing
resource to the Port of San Francisco Embarcadero Historic District on the National Register.
Accordingly, all interior and exterior Alterations (including but not limited to, any repair,
alteration, improvement, or construction to the interior or exterior of the Embarkation Site) are
subject to review by Port for consistency with the design policies and criteria set forth in the
Waterfront Land Use Plan, Design and Access Element, the Secretary of the Interior's Standards
for the Treatment of Historic Properties, which are published by the National Park Service and
posted on its website at http://www.nps.gov/history/hps/tps/Standards/index.htm (the "Secretary's
Standards") and summarized in the attached Exhibit J, and the Port of San Francisco Historic
Preservation Review Guidelines for Pier and Bulkhead Wharf Substructures attached hereto as
Exhibit K ("Port's Guidelines"). Tenant expressly agrees to comply with the Secretary's Standards
for all current and future interior and exterior repair, alteration, improvement or construction.
Additionally, Tenant expressly agrees to comply with Port's Guidelines as applicable.

(f) Without limiting Section 16 below (Hazardous Materials), in the event that
asbestos-containing materials ("ACM") are determined to exist in or about the Premises, Tenant
shall ensure that all Alterations and Improvements and any asbestos related work, as further
defined in California Health & Safety Code Section 25914.1(b), is performed in compliance with
all Laws relating to asbestos, including but not limited to, Cal-OSHA regulations found in Title 8
of the California Code of Regulations, Sections 1502 and 1529. Additionally, Tenant shall
distribute notifications to all employees and contractors as required pursuant to California Health
& Safety Code Sections 25915 et seq. informing them of the existence of ACM and that moving,
drilling, boring, or otherwise disturbing ACM may present a health risk and should not be
attempted by an unqualified employee. No Alterations or Improvements affecting ACM-
containing areas or any asbestos related work shall be performed without Port's prior written
consent in each instance.

(g) Tenant, on behalf of itself and its Agents or Invitees, shall comply with all
requirements of the Port Building Code, Section 3424, and all other Laws, including, without
limitation, the California and United States Occupational Health and Safety Acts and their
implementing regulations, when the work of Alterations or Improvements disturbs or removes
lead-based or presumed lead-based paint (as described below). Tenant and its Agents or Invitees
shall give to Port three (3) business days prior written notice of any disturbance or removal of
lead-based or presumed lead-based paint. Further, Tenant and its Agents or Invitees, when
disturbing or removing lead-based or presumed lead-based paint, shall not use or cause to be used
any of the following methods: (a) acetylene or propane burning and torching; (b) scraping,
sanding or grinding without containment barriers or a High Efficiency Particulate Air filter
("HEPA") local vacuum exhaust tool; (c¢) hydroblasting or high-pressure wash without
containment barriers, without Port's prior written consent; (d) abrasive blasting or sandblasting
without containment barriers or a HEPA vacuum exhaust tool, without Port's prior written
consent; and (e) heat guns operating above 1,100 degrees Fahrenheit. Paint on the interior and
exterior of buildings built before December 31 1978, is presumed to be lead-based paint unless
lead-based paint testing, as defined in Section 3424 of the Port Building Code, demonstrates an
absence of lead-based paint on the surfaces of such buildings. Under this Section 13. 3(g), lead-
based paint is "disturbed or removed" if the work of Alterations or Improvements involves any
action that creates friction, pressure, heat or a chemical reaction upon any lead-based or presumed
lead-based paint on an interior or exterior surface so as to abrade, loosen, penetrate, cut through or
eliminate paint from that surface.

13.4. Improvements Part of Realty. Except as set forth in Section 13.5 below, all
Alterations and Improvements constructed on or affixed to the Premises by or on behalf of
Tenant shall become part of the realty owned by Port upon expiration or earlier termination of
this Lease, and, shall, at the end of the Term, remain on the Premises without compensation to
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Tenant. Tenant may not remove any such property at any time during or after the Term unless
Port so requires as further provided in Section 26 (Surrender). -

13.5.  Removal of Improvements. Prior to the Expiration Date or earlier termination of
this Lease, Port may give written notice to Tenant (herein "Notice of Removal") specifying the
Alterations or Improvements that are designated as Tenant's Property as defined in this Lease or
as may be specifically provided in the relevant permits or plans approved by Port, which Tenant
shall be required to remove and relocate or demolish and remove from the Premises in
accordance with Section 26. Any such removal is subject to the requirements of this Section,
including the requirement to obtain a Port building or similar permit. If termination of this Lease
is the result of loss or destruction of the Premises or any Improvements thereon, Port shall
deliver the Notice of Removal to Tenant within a reasonable time after the loss or destruction.
Tenant shall be obligated at its own expense to remove all Alterations or Improvements specified
in the Notice of Removal, including without limitation all telephone wiring and equipment
installed by Tenant. Tenant shall promptly repair, at its own expense, in good and workmanlike
fashion any damage occasioned thereby. If Tenant fails to complete any required demolition or
removal on or before the termination of this Lease, Port may perform such removal or demolition
at Tenant's expense, and Tenant shall reimburse Port within three (3) business days after demand
therefor.

13.6. Removal of Non-Permitted Improvements. If Tenant constructs any Alterations
or Improvements without Port's prior written consent or without complying with Section 13.2
abovel3.1, then, in addition to any other remedy available to Port, Port may require Tenant to
remove, at Tenant's expense, any or all such Alterations or Improvements and to promptly repair,
at Tenant's expense and in good workmanlike fashion, any damage occasioned thereby. Tenant
shall pay to Port all special inspection fees as set forth in any applicable building code, standard
or regulation, including, without limitation, the Port Building Code, for inspection of work
performed without required permits. The foregoing obligation of Tenant to reimburse Port for
all cost and expenses incurred by Port in connection with Tenant's failure to comply with the
provisions of Section 13 shall survive the expiration or earlier termination of this Lease.

13.7. All-Gender Toilet Facilities. 1f applicable, Tenant shall comply with San
Francisco Administrative Code Section 4.1-3 requiring at least one all-gender toilet facility on
each floor of any new building on City-owned land and within existing buildings leased by the
City, including the Premises, where extensive renovations are made. An “all-gender toilet facility”
means a toilet that is not restricted to use by persons of a specific sex or gender identity by
means of signage, design, or the installation of fixtures, and “extensive renovations” means any
renovation where the construction cost exceeds 50% of the cost of providing the toilet facilities
required by this section. If Tenant has any question about applicability or compliance, Tenant
should contact the Port's Property Manager for guidance.

13.8. Signs. Tenant shall not install business signage, awnings or other exterior
decoration or notices on the Premises without Port's prior written consent. Any sign that Tenant
is permitted to place, construct or maintain on the Premises shall comply with all Laws relating
thereto, including but not limited to, Port's Sign Guidelines, as revised by Port from time to time,
and building permit requirements, and Tenant shall obtain all Regulatory Approvals required by
such Laws. Port makes no representation with respect to Tenant's ability to obtain such
Regulatory Approval. Tenant, at its sole cost and expense, shall remove all signs placed by it on .
the Premises at the expiration or earlier termination of this Lease.

13.9. Improvements on Roof. Tenant shall not install any equipment on the roof of any
building within the Premises or on any other part of the Facility outside of the Premises without
Port's prior written consent. If Port consents, then Tenant shall have a non-exclusive revocable
license on and over the roof and/or to other areas necessary to install, maintain and repair the
equipment in a location mutually agreeable to Port and Tenant, subject to and consistent with all
necessary Regulatory Approvals, including a building or encroachment permit issued by Port.

Ferry Concessioner Form Lease 7/30/2018 36 n\port\as2017\1400626\01293557.docx



Port makes no representation with respect to Tenant's ability to obtain such Regulatory
Approvals. Tenant's use of any licensed areas shall be subject to all the terms and conditions of
this Lease and Tenant shall have the obligations and liabilities as if the licensed areas are
included in the Premises under this Section, and Sections 3.6, 9-11, 13, 16, 17, 20 and 26 of this
Lease. The license granted to Tenant hereunder is for the sole purpose of constructing,
maintaining, restoring, replacing and operating Tenant's approved equipment, including any
necessary conduits, only in connection with Tenant's Permitted Uses under this Lease and Tenant
shall not have the rlght to install any other equipment outside of the Premises, including without
limitation a telecommunications (cell) site or any other equipment that can be used for any
commercial purpose. The license granted hereby includes the right of ingress and egress through
the Facility during non-business hours for access to or from the Premises and Tenant's
equipment, provided that Tenant must notify the Port's Property Manager at least 24 hours in
advance of any access and shall comply with all reasonable requirements of such designated
person with respect to Tenant's requested access. In the event of an emergency, Tenant shall
have the right to enter the licensed areas provided it makes good faith efforts if possible to notify
- Port in advance of such entry.

13.10. Port's Work. Port reserves the right at any time to make Alterations, additions,
repairs, deletions or improvements to the Facility, the Facility Systems, or adjacent Port property
("Port Work") upon reasonable prior notice but not less than ten (10) business days (except in the
event of an emergency which poses an imminent danger to public health or safety as determined
by Port in its sole discretion). If the Port causes any damage while using the Premises for the
activities performed by Port in accordance with this Section 13.10, upon satisfactory
documentation of such damage, Port shall promptly restore the Premises to a mutually acceptable
condition at its cost. Port shall use commercially reasonable efforts to conduct any of the
foregoing activities in a manner that, to the extent reasonably practicable, will minimize
inconvenience or disturbance to Tenant; Port will have no obligation to minimize inconvenience
or disturbance to Tenant for Port Work when the Port Work is necessary, in Port's sole and
absolute discretion, to maintain Port property in safe, hazard-free condition. Except as provided
in the Basic Lease Information in the section entitled “Embarkation Site Construction
Coordination,” in no event will inconvenience or disturbance caused by Port Work constitute an
actual or constructive eviction of Tenant, entitle Tenant to any abatement or diminution of Rent,
or otherwise relieve Tenant from any of its obligations under this Lease. Tenant hereby waives
any and all Claims against Port, City and their Agents arising out of any inconvenience or
disturbance occasioned by Port Work; provided that Port uses commercially reasonable efforts to
conduct its activities in a manner that, to the extent reasonably practicable, will minimize
inconvenience or disturbance to Tenant except when the Port Work is necessary, in Port's sole
and absolute discretion, to maintain Port property in safe, hazard-free condition.

14.  FLOOD RISK AND SEA LEVEL RISE.

_ 14.1. Pier Flood Protection Measures. In addition to Tenant’s obligations to comply

with Laws and to repair and maintain the Premises if, at any time during the Term of this Lease,
and subject to compliance with CEQA, CHE determines that there is a need for Pier Flood
Protection Measures (as defined below) at the Premises or proximate to the Premises to protect the
Premises from a significant risk of flooding or other damage resulting from climate change or
sea level rise, in order to protect public health and safety (“CHE Determination”), Tenant shall be
responsible at no cost to Port for permitting, constructing and implementing any such Pier Flood
Protection Measures in the manner described in this Section. Tenant understands and agrees that
it will not receive or seek rent credits or other compensation or consideration for any Pier Flood
Protection Measures. Port and Tenant agree that neither a CHE Determination nor a Threat
Determination (as defined below) under this Section 14 shall be a Taking for purposes of this
Lease.

“Pier Flood Protection Measures” may include without 11m1tat10n (1) temporary public
access closures, sandbagging or similar temporary measures to minimize the risks associated -
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with wave overtopping of the pier apron; (2) waterproofing or relocation of utility infrastructure
from undemeath the pier to minimize the risk of water or wastewater discharges to San Francisco
Bay; and/or (3) short perimeter flood walls or similar measures to address more frequent and
serious flooding associated with stillwater levels at or above the elevation of the pier deck. For
purposes of this section, and without affecting Tenant’s other obligations under this Lease, Pier
Flood Protection Measures do not include substantial repairs, maintenance or improvements to
the Substructure, raising first floor elevations or regional improvements such as breakwater or
levee improvements which the parties acknowledge may be necessary to protect the City from
sea level rise, but are beyond the scope of this Lease.

(a) CHE Determination Notice. Promptly following a CHE Determination, Port
will deliver to Tenant notice of the CHE Determination (““CHE Determination Notice”). The CHE
Determination Notice will include a description of the need for required Pier Flood Protection
Measures and a timeline for Tenant to submit for the CHE’s approval, in his or her sole
discretion, a conceptual level scheme of the required measures along with a schedule for
completing design, securing all Regulatory Approvals and completing construction (“Pier Flood
Protection Plan”). The CHE has the sole discretion to approve or disapprove the final designs and
implementation of any Pier Flood Protection Measures to be constructed within Port’s jurisdiction
(including the Premises). Within sixty (60) days of receiving such plan, the CHE will review and
either approve the plan or request revisions to the plan. If revisions are required, Tenant will
promptly revise the Pier Flood Protection Plan and re-submit to the CHE for his or her review and
approval. Tenant will continue to revise and re-submit until the CHE approves the Pier Flood
Protection Plan, as revised; provided, however, Tenant must have obtained the CHE’s approval of
a Pier Flood Protection Plan (the “Approved Pier Flood Protection Plan”) within the time period set
forth in the CHE Determination Notice.

(b) If Tenant fails to implement any required Pier Flood Protection Measures or
the Approved Pier Flood Protection Plan within the time required in the CHE Determination, Port
shall provide Tenant with thirty (30) days written notice and the right to cure such failure. If
Tenant fails to cure within the 30-day period, Port shall have the right but not the obligation to
implement the measure(s) on Tenant’s behalf following an additional thirty (30) days’ written
notice of Port’s intent to do so (unless such failure to cure gives rise to an emergency which
creates an imminent danger to public health or safety as determined by the CHE) and Tenant shall
reimburse Port for its actual costs.

14.2. Termination. If, at any time during the Term, the CHE determines conditions at
the Premises or Facility pose an ongoing threat to public health and safety due to flood risk and
sea level rise conditions (even despite construction of the Pier Flood Protection Measures)
(“Threat Determination™), this Lease will terminate within ninety (90) days of the CHE’s written
notice to Tenant of the Threat Determination, or the termination date set forth in the Threat
Determination notice, whichever is earlier, without cost or liability to Port.

14.3. Required Flood Protection Improvements for Other Port Property. If the CHE
determines that there is a need to install flood protection measures within the Premises to protect
other Port property, Tenant shall cooperate by providing access and other reasonably requested
assistance at no cost to Port. Nothing herein shall imply any duty upon the part of Port to
perform any work which under any provision of this L.ease Tenant may be required to perform,
nor to place upon Port any obligation, or liability, for the care, supervision or repair of Port
property outside the Premises; provided that, if the Port causes any damage while using the
Premises for the activities performed by Port in accordance with this Section 14.3, upon
satisfactory documentation of such damage, Port shall promptly restore the Premises to a
mutually acceptable condition at its cost. If Port elects to perform flood protection measures for
other Port property, Port shall not be liable for inconvenience, loss of business or other damage
to Tenant by reason of the performance of such work on the Premises, or on account of bringing
necessary materials, supplies and equipment into or through the Premises during the course of
such work, provided Port uses commercially reasonable efforts to minimize the interference any
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such work may cause with the activities of Tenant, its Subtenants, and their respective Invitees.
Except as provided in the Basic Lease Information i in the section entitled “Embarkation Site
Construction Coordination,” in no event will inconvenience or disturbance caused by Port’s
activities under this Section constitute an actual or constructive eviction of Tenant, entitle Tenant
to any abatement or diminution of Rent, or otherwise relieve Tenant from any of its obligations
under this Lease.

14.4. Limitations; Waiver.

(a) Tenant's obligation hereunder in connection with the Pier Flood Protection
Measures shall include, without limitation, the obligation to make substantial or structural repairs
and alterations to the Premises regardless of, among other factors, the relationship of the cost of
curative action to the Rent under this Lease, the length of the then remaining Term hereof, the
relative benefit of the repairs to Tenant or Port, the degree to which curative action may interfere
with Tenant's use or enjoyment of the Premises, or the likelihood that the Parties contemplated the
particular Pier Flood Protection Measures involved. Further, no occurrence or situation arising
during the Term, nor any present or future Law or circumstance, whether foreseen or unforeseen,
and however extraordinary, shall relieve Tenant of its obligations hereunder, nor give Tenant any
right to terminate this Lease in whole or in part or to otherwise seek redress against Port except
with respect to Tenant’s right to terminate under the terms and conditions specified in Section 18
(Damage and Destruction) and Section 19 (Eminent Domain). Without waiving the right to
terminate as provided in Section 18 (Damage and Destruction) and Section 19 (Eminent Domain),
Tenant waives any rights now or hereafter conferred upon it by any existing or future Law to
terminate this Lease, to receive any abatement, diminution, reduction or suspension of payment of
Rent, or to compel Port to make any repairs to comply with any such Laws or on account of any
such occurrence or situation.

(b) If the CHE determines that there is a need for Pier Flood Protection Measures
or makes a Threat Determination as described in this Section, the rights and obligations of the
Parties shall be as set forth in this Section. Accordingly, Port and Tenant each hereby waive the
provisions of Sections 1932(2) and 1933(4) of the California Civil Code and Sections 1265.110,
1265.120, 1265.130, and 1265.140 of the California Code of Civil Procedure as such sections
may from time to time be amended, replaced, or restated. Notwithstanding the prior sentence,
Port and Tenant do not intend to waive their rights under Section 18 (Damage and Destruction)
and Section 19 (Eminent Domain) in the event of damage, destruction or a Taking.

14.5. Additional Improvements To Address Sea Level Rise .

At any time during the Term, Port or Tenant may propose optional additional
improvements to be performed by Tenant, at its option and at its cost that (i) are beyond the
scope of the potential Pier Flood Protection Measures contemplated in this Section; and (ii) are
not otherwise Tenant’s obligation under this Lease (including under Section 9 (Compliance with
Laws) and Section 11 (Maintenance and Repair)). Tenant acknowledges that additional
Regulatory Approvals will be required for such improvements.

15.  LIENS.

Tenant shall keep the Premises free from any liens arising out of any work performed,
materials furnished or obligations incurred by Tenant or its Agents. In the event that Tenant
shall not, within twenty (20) days following the imposition of any such lien, cause the same to be
released of record, Port shall have, in addition to all other remedies provided by this Lease or by
Law, the right but not the obligation to cause the same to be released by such means as it shall
deem proper, including without limitation, payment of the claim giving rise to such lien. All
sums paid by Port for such purpose, plus interest at the Interest Rate, and all reasonable expenses
incurred by Port in connection therewith (including, without limitation, reasonable attorneys'
fees) shall be payable to Port by Tenant upon demand. Port shall have the right to post on the
Premises any notices that Port may deem proper for the protection of Port, the Premises, and the
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Facility, from mechanics' and materialmen's liens. Tenant shall give to Port at least fifteen (15)
days' prior written notice of commencement of any Alteration, repair or construction on the
Premises. Tenant agrees to Indemnify Port, City and their respective Agents from and against
any Claims for mechanic's, materialmen's or other liens in connection with any Alterations,
repairs or construction on the Premises, or materials furnished or obligations incurred by or for
Tenant.

Without limiting the foregoing, Tenant shall not create, permit or suffer any liens or
encumbrances affecting any pottion of the Premises, the Facility or Port's interest therein or
under this Lease.

16. HAZARDOUS MATERIALS.

16.1. Requirements for Handling. Except as provided in the Operations Plan and in
full compliance with all Environmental Laws neither Tenant nor its Agents or Invitees may
Handle or permit any other person to Handle any Hazardous Material in, on, under or about the
Premises, any other part of the Facility, or other Port property.

16.2. Tenant Responsibility. Tenant agrees to protect its Agents and Invitees in its
operations on the Premises from hazards associated with Hazardous Materials in accordance with
all Environmental Laws and also agrees, for itself and on behalf of its Agents and Invitees, that
during its use and occupancy of the Premises, each of them:

(a) will not permit any Hazardous Materials to be present in, on, under or about
the Premises, any other part of the Facility, or other Port property except as perrmtted under
Section 16.1;

(b) will not cause or permit any Hazardous Material Condition; and

(c¢) will comply with all Environmental Laws relating to the Premises and any
Hazardous Material Condition, and will not engage in or permit any activity at the Premises, any
other part of the Facility, other Port property, or in the operation of any vehicles or vessels used in
connection with the Premises in violation of any Environmental Laws.

16.3. Tenant's Environmental Condition Notification Requirements.

(a) Tenant must notify Port immediately, orally or by other means that will
transmit the earliest possible notice to Port staff, followed within twenty-four (24) hours by
written notice, of and when Tenant learns or has reason to believe Hazardous Materials were
Released or, except as allowed under Section 16.1, Handled, in, on, or about the Premises, the
Facility, other Port property, or the environment, or from any vehicles or vessels that Tenant or its
Agents or Invitees use during Tenant's occupancy of the Premises, whether or not the Release or
Handling is in quantities that would be required under Environmental Laws to be reported to an
Environmental Regulatory Agency.

(b) Tenant must notify Port immediately, orally or by other means that will
transmit the earliest possible notice to Port staff, followed within twenty-four (24) hours by
written notice, and contemporaneously provide Port with an electronic copy, of:

(i) Any notice of the Release or Handling of Hazardous
Materials, in, on, or about the Premises, the Facility, other Port property, or the environment, or
from any vehicles or vessels Tenant, or its Agents and Invitees uses during Tenant's occupancy
of the Premises that Tenant or its Agents or Invitees provides to an Env1ronmenta1 Regulatory
Agency;

' (ii) Any notice of a violation, or a potential or alleged
violation, of any Environmental Law that Tenant or its Agents or Invitees receives from any
Environmental Regulatory Agency;
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(iii) Any other Environmental Regulatory Action that is
instituted or threatened by any Environmental Regulatory Agency against Tenant or its Agents or
Invitees and that relates to the Release or Handling of Hazardous Materials, in, on, or about the
Premises, the Facility, other Port property, or the environment, or from any vehicles or vessels
Tenant, or its Agents and Invitees uses during Tenant's occupancy of the Premises;

(iv) Any Hazardous Material Claim that is instituted or
threatened by any third party against Tenant or its Agents or Invitees and that relates to the
Release or Handling of Hazardous Materials, in, on, or about the Premises, the Facility, other
Port property, or the environment, or from any vehicles or vessels Tenant, or its Agents and
Invitees uses during Tenant's occupancy of the Premises; and

) Any notice of the termination, expiration, or substantial
amendment of any ‘Environmental Regulatory Approval needed by Tenant or its Agents or
Invitees for their operations at the Premises.

(¢) Tenant must notify Port of any meeting, whether conducted face-to-face or
telephonically, between Tenant and any Environmental Regulatory Agency regarding an
Environmental Regulatory Action. Port will be entitled to participate in any such meetings at its
sole election.

_ (d) Tenant must notify Port of any Environmental Regulatory Agency's issuance of
an Environmental Regulatory Approval. Tenant's notice to Port must state the issuing entity, the
Environmental Regulatory Approval identification number, and the date of issuance and
expiration of the Environmental Regulatory Approval. In addition, Tenant must provide Port with
a list of any plan or procedure required to be prepared and/or filed with any Environmental
Regulatory Agency for operations on the Premises, including a "Spill Prevention Control and
Countermeasure Plan." Tenant must provide Port with copies of any of the documents within the
scope of this section upon Port's request.

(e) Tenant must provide Port with copies of all communications with
Environmental Regulatory Agencies and all non-privileged communications with other persons
regarding potential or actual Hazardous Material Claims arising from Tenant's or its Agents' or
Invitees' operations at the Premises. Upon Port's request, Tenant must provide Port with a log of
all communications withheld under a claim of privilege that specifies the parties to and subJ ect of
each withheld communication.

(f) Port may from time to time request, and Tenant will be obligated to provide,
information reasonably adequate for Port to determine that any and all Hazardous Materials are
being Handled in a manner that complies with all Environmental Laws.

16.4. Requirement to Remediate.

(a) Tenant's Remediation obligations under this subsection are subject to
subsection (b). '

@) After notifying Port in accordance with Section 16.3(a),
Tenant must Remediate at its sole cost in compliance with all Environmental Laws and this
Lease, any Hazardous Material Condition occurring during the Term or while Tenant or its
Agents or Invitees otherwise occupy any part of the Premises. Tenant must obtain Port's
approval of a Remediation work plan, whether or not required under Environmental Laws, then
begin Remediation actions immediately following Port's approval of the work plan and continue
diligently until Remediation is complete, as determined by Port, in its sole discretion.

} (i) _In addition to its obligations under clause (i), before this
Lease terminates for any reason, Tenant must Remediate at its sole cost in compliance with all
Environmental Laws and this Lease: (A) any Hazardous Material Condition caused by Tenant's
or its Agents' or Invitees' Handling Hazardous Materials during the Term; and (B) any
Hazardous Material Condition discovered during Tenant's occupancy that any Regulatory
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Agency requires to be Remediated if Remediation would not have been required but for Tenant's
use of or Changes to the Premises.

(iii) If Environmental Laws governing Remediation require a
remedial action plan, Tenant must provide a draft of its plan to Port for comment and approval
before submittal to the appropriate Environmental Regulatory Agency, and a copy of the final
plan as submitted.

(iv) - In all situations relating to Handling or Remediating
Hazardous Materials, Tenant must take all actions that are reasonably necessary in Port's sole
judgment to protect the value of the Premises or the Facility, such as obtaining Environmental
Regulatory Approvals related to Hazardous Materials and taking measures to remedy any
" deterioration in the condition or diminution of the value of any portion of the Premises or the
Facility in any manner related directly or indirectly to Hazardous Materials.

(b) Unless Tenant or its Agents or Invitees Exacerbate the Hazardous Material
Condition, Tenant will not be obligated to Remediate any Hazardous Material Condition:
(i) caused solely by City, Port, or their Agents during Tenant's occupancy of the Premises; or
(ii) arising before the Phase I Commencement Date as to the Phase I Premises or before the
Phase II Commencement Date as to the Phase II Premises.

16.5. Port's Right to Audit. Port will have the right, but not the obligation, to inspect
and audit the Premises for any Hazardous Materials, including the right to Investigate, at
reasonable times under Section 25 (Port's Entry on Premises). Port's failure to inspect or obtain
samples or to detect conditions attributable to Tenant's operations if an inspection is conducted
may not be deemed to be a release of any liability for any Hazardous Materials subsequently
determined to be Tenant's responsibility under this Lease.

16.6. Notification of Asbestos. Port hereby notifies Tenant, in accordance with the
OSHA Asbestos Rule (1995), 59 Fed. Reg. 40964, 29 CFR §§ 1910.1001, 1926.1101 (as
amended, clarified and corrected) (OSHA Asbestos Rule); California Health and Safety Code §§
25915- 259.7 and Cal-OSHA General Industry Safety Order for Asbestos, 8 CCR § 5208 of the
presence of asbestos-containing materials ("ACMs") and/or presumed asbestos- -containing
materials ("PACMs") (as such terms are defined in Cal-OSHA General Industry Safety Order for
Asbestos), in the locations identified in the summary/table, if any, set forth in Schedule 1
attached hereto.

This notification by Port is made pursuant to a building inspection survey(s), if any,
performed by Port or its contractors qualified to perform an asbestos building survey identified in
the summary/table, if any, set forth in Schedule 1 attached hereto. Such survey(s), monitoring
data and other information are kept at Port of San Francisco, Pier 1, San Francisco, California,
94111 and are available for inspection upon request.

Tenant hereby acknowledges receipt of the notification specified in the first paragraph of
Section 16.6 hereof and the notice or report attached as Schedule 1 hereto and understands, after
having consulted its legal counsel, that it must make its employees and contractors aware of the
presence of ACMs and/or PACMs in or about the Premises in order to avoid or minimize any
damage to or disturbance of such ACMs and/or PACMs. Tenant further acknowledges its
obligations under Cal-OSHA General Industry Safety Order for Asbestos to provide information
to its employees and contractors regarding the presence of ACMs and PACMs at the Premises
and to provide a training program for its employees that conforms with 8 CCR § 5208()(7)(C).

Tenant agrees that its waiver of Claims set forth in Section 20 below (Indemnity and
Exculpation) is given with full knowledge of the presence, or possibility, of asbestos in or about
the Premises and/or the Facility and the potential consequences of such fact. Tenant is aware
that the presence, or possibility, of asbestos in or about the Premises may limit Tenant's ability to
construct Alterations to the Premises without Tenant first performing abatement of such
asbestos. The presence of asbestos in the Premises and/or the Facility and the removal or non-
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removal by Port of all or a portion of the asbestos in the Facility, whether in the Premises or
elsewhere in the Facility, shall not, however, (i) entitle Tenant to any Claim, (ii) relieve Tenant
of any of its obligations hereunder, including without limitation the obligation to pay Rent,

(1ii) constitute or be construed as a constructive or other eviction of Tenant, or (iv) constitute or
be construed as a breach of Port's covenant assuring Tenant's quiet enjoyment of the Premises.

Notwithstanding any other provisions of this Lease, Tenant agrees to Indemnify Port for
Tenant's acts or omissions that result in (1) asbestos-related enforcement actions, including both
administrative or judicial proceedings, and (2) any Claims arising from an alleged violation of
Cal-OSHA General Industry Safety Order for Asbestos and/or exposures to asbestos.

16.7. Notification of Lead. Port hereby notifies Tenant of the potential presence of
lead-containing and presumed lead-containing materials in the Premises or Facility. Disturbance
or removal of lead is regulated by, among other Laws, 29 CFR §§ 1910.1025, 1926.62;
California Health & Safety Code §§ 105185-105197 and 105250- 105257, Cal- OSHA
Construction Safety Order for Lead, Title 8 CCR § 1532.1; Title. 17 CCR Chapter 8; and Port
Building Code § 3424.

: Tenant agrees that its waiver of Claims set forth in Section 20 below (Indemnity and
Exculpation) is given with full knowledge of the presence, or possibility, of lead in or about the
Premises and/or the Facility and the potential consequences of such fact. Tenant is aware that
the presence, or possibility, of lead in or about the Premises may limit Tenant's ability to perform
any Improvements or Alterations to the Premises without Tenant first performing abatement of
such lead. The presence of lead in the Premises and/or the Facility and the removal or non-
removal by Port of all or a portion of the lead, whether in the Premises or elsewhere in the
Facility, shall not, however, (i) entitle Tenant to any Claim, (ii) relieve Tenant of any of its
obligations hereunder, including without limitation the obligation to pay Rent, (iii) constitute or
be construed as a constructive or other eviction of Tenant, or (iv) constitute or be construed as a
breach of Port's covenant assuring Tenant's quiet enjoyment of the Premises. Notwithstanding
any other provisions of this Lease, Tenant agrees to Indemnify Port for its acts or omissions that
result in (1) lead-related enforcement actions, including both administrative or judicial
proceedings, and (2) any Claims arising from an alleged violation of Cal-OSHA Constructlon
‘Safety Order for Lead and/or exposures to lead.

16.8. Storm Water Pollution Prevention.

(a) Tenant must comply with the applicable provisions of the Statewide General
Permit for Discharge of Industrial Storm Water issued by the State Water Resources Control
Board, including filing a Notice of Intent to be covered, developing and implementing a site-
specific Storm Water Pollution Prevention Plan ("SWPPP"), and conducting storm water
monitoring and reporting. Tenant's SWPPP and a copy of a Notice of Intent for Tenant's
Premises must be submitted to Port's Real Estate Division before beginning operations on the
Premises.

(b) In addition to requiring compliance with the permit requirements under
Subsection (a), Tenant shall comply with the post-construction stormwater control provisions of
the Statewide General Permit for Discharge of Stormwater from Small Municipalities and the San
Francisco Stormwater Design Guidelines, subject to review and permitting by the Port's
Engineering Division.

16.9. Presence of Hazardous Materials. California Law requires landlords to disclose
to tenants the presence or potential presence of certain Hazardous Materials. Accordingly,
Tenant is hereby advised that Hazardous Materials (as herein defined) may be present on or near
the Premises, including, but not limited to, vehicle fluids, janitorial products, tobacco smoke, and
building materials containing chemicals, such as asbestos, naturally-occurring radionuclides, lead
and formaldehyde. Further, the following known Hazardous Materials are present on the
property: asbestos in building, if any, as described in Schedule 1 attached hereto, naturally
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occurring asbestos, contamination commonly found in fill, petroleum contamination, lead-based
paint, etc. and the Hazardous Materials described in the reports listed in Schedule 4, attached
hereto, copies of which have been delivered to or made available to Tenant. By execution of this
Lease, Tenant acknowledges that the notice set forth in this section satisfies the requirements of
California Health and Safety Code Section 25359.7 and related Laws. Tenant must disclose the
information contained in this Section 16.9 to any subtenant, licensee, transferee, or assignee of
Tenant's interest in this Lease. Tenant also acknowledges its own obligations pursuant to
California Health and Safety Code Section 25359.7 as well as the penalties that apply for fallure
to meet such obligations.

16.10. Survival. Tenant's obligations under Section 16 shall survive the expiration or
earlier termination of this Lease.

17.  INSURANCE.

17.1. Required Insurance Coverage. Tenant, at its sole cost and expense, shall
maintain, or cause to be maintained, throughout the Term, the following insurance:

(a) Commercial General Liability Insurance. Tenant will maintain “Commercial
General Liability” insurance with coverage at least as broad as Insurance Services Office form CG
00 01 10 93 (or its replacement) insuring against claims for bodily injury (including death),
property damage, personal injury and advertising injury, including coverage for premises
- operations, blanket contractual liability (to the extent possible under the above-referenced policy
form or under a separate policy form) which includes coverage extending to the Indemnity in
broad form property damage, explosion, collapse and underground hazards, independent
contractors, products and completed operations, with such insurance to afford protection in an
amount not less than Five Million Dollars ($5,000,000) per occurrence and annual aggregate, and
Ten Million Dollars ($10,000,000) products and completed operations aggregate, and deleting
any exclusions for care, custody and control of real property. All such insurance may be provided
under a combination of primary and umbrella excess policies and may be provided under policies
with a “claims made” trigger as provided in Section 17.2.

(b) Worker’s Compensation Insurance. Worker’s compensation insurance as
required by Laws, U.S. Longshore and Harborworker’s Act Insurance and Jones Act insurance
with employer’s liability limit not less than Five Million Dollars ($5,000,000) for each accident,
on employees eligible for each. Tenant’s insurance must be from a carrier with an A M Best
rating of A-7 or better; must be statutory in nature; must include USL&H on an “if any basis”,
with E L coverage of $5,000,000.00. In the event Licensee is self-insured, it shall furnish
Certificate of Permission to Self-Insure signed by Department of Industrial Relations,
Administration of Self Insurance, Sacramento, California.

(¢) Comprehensive or Business Automobile Liability Insurance. Comprehensive
or Business Automobile Liability Insurance with limits not less than Five Million Dollars
($5,000,000.00) each occurrence Combined Single Limit for Bodily Injury and Property Damage,
including coverage for owned, non-owned and hired automobiles, as applicable, which insurance
shall be required if any automobiles or any other motor vehicles are operated in connection with
Tenant's activity on, in or around the License Area. If parking is a Permitted Activity under this
License, Tenant must obtain, maintain, and provide to Port upon request evidence of personal
automobile liability insurance for persons parking vehicles at the License Area on a regular basis,
including without limitation Tenant's Agents and Invitees.

(d) Watercraft Liability Insurance. Watercraft Liability Insurance acceptable to
Port, with limits not less than Five Million Dollars ($5,000,000) including coverages for owned
and non-owned watercraft.

(e) Contractor's Pollution Legal Liability Insurance. Contractor's Pollution Legal
Liability Insurance with c