
.. , 
( ! ' ~ 

950 EL CAMINO REAL 
MILLBRAE, CALIFORNIA 

GROUND LEASE 
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This GROUND LEASE is made as of this ~day of ~~ 
1984, by and bet1o1een the CITY AND COUNTY OF SAN FRANCISCO, a municipal 
corporation, acting through its Public Utilities Commission (the 
"Commission") (''Landlord"}, and GRACE RETAIL CORPORATION, a Delaware 
corporation having an otfice at c/o Orchard Supply Hardware, 1555 S. 
Seventh St., San Jose, California 95112 ("Tenant"). 

RECITALS: 

This Ground Lease is made and entered on the bas is of the 
following facts, understandings and intentions of the parties: 

A, Landlord is the owner of all that certain real property 
("the Premises") situated in the City of Millbrae, County of San Mateo, 
State of California, particularly described in Exhibit A-1 hereto and 
shown on the survey attached hereto as Exhibit A-3. 

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

NOW, THEREFORE, IN CONSIDERATION of the mutual covenants and 
promises herein contained, Landlord leases to Tenant, and Tenant does 
hereby lease and take from Landlord, the Premises upon the terms and 
conditions hereinafter set forth: 

ARTICLE ONE 

Definitions 

l.01. Additional Rent. The rent payable by Tenant pursuant to 
Section 5.04 of this Ground Lease. 

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

1.03. Commencement Date. tJ\13J , 198~. 

1.04. Development Period. The period commencing with the 
Commencement Date and expirLng on the first (1st} anniversary date 
thereof or the Opening Date, 'Whichever is the earlier. 

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

l.06. Manager. The General Manager and Chief Engineer of the San 
Francisco Water Department, 

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

l. 08. Mol"tgagee. A beneficiary under or a holder of a recorded 
deed of trust as well as a mortgagee. 

l.09. Mortgagor. A trustor under a recorded deed of trust as well 
as a mortgagor. 

1.10. Opening Date. The date on which the Tenant opens for 
business on any portion of the Premises. 



' ' 
' ' ''' 

l1 ., ' ' n f ' 

l. 11. Premises. The real property particularly described in 
Exhibit A-1 to this Ground Lease, together with all easements and rights 
appurtenant thereto. 

1.12. Rent. Any and all Annual Rent and Additional Rent to be paid 
by Tenant under this Ground Lease. 

1.13. Security Deposit. The deposit Tenant is required to pay to 
the Landlord in accordance with the provisions of ARTICLE FOUR of this 
Ground Lease. 

L 14. Tenn. The tenn of this Ground Lease as provided in ARTICLE 
THREE hereof-.~-

ARTICLE TWO 

Premises 

2.01. Demise of Premises. Landlord leases to Tenant and Tenant 
does hereby lease and take from Landlord the Premises for the Term, and 
upon the terms and conditions, hereinafter specified. 

2.02. Reservation of Easements. Landlord reserves the following 
easements in, on, over and along the Premises as follows: 

(a) Maintenance and Repair of 54-Inch Pipeline. The right 
to maintain, repair, replace or reconstruct the fifty-four (54) inch 
pipeline and appurtenances, presently located on the Premises and to 
construct, maintain, repair, replace or reconstruct additional pipeline 
and appurtenances, all within the thirty (30) foot wide strip of land 
along the existing fifty-four (54) inch pipeline as shown on the Survey, 
Exhibit A-3, attached hereto and incorporated herein by reference thereto. 

(b) Construction Within 10-Foot Strip. The right to 
construct, maintain, repair or reconstruct a pipeline or pipelines within 
a strip of land ten (10) feet in width along the southerly edge of the 
Premises, as shown in Exhibit A-3. 

(c) Existing Easements. The rights of way and easements for 
existing underground water pipelines, overhead power and communication 
lines in, over and through the Premises, as shown on Exhibit A-3. 

(d) Utility Maintenance. The right at all reasonable times, 
without unreasonably or unduly interfering with Tenant's use of the 
Premises (and subject to Tenant's reasonable right of prior approval 
where entry into buildings is required), to enter upon the Premises to 
replace, repair, maintain, operate and remove existing water pipes, and 
any other existing utility and communication facilities; provided, 
however, that the expense of any such operations shall be borne by 
Landlord, unless due to the negligence of Tenant, its agents or employees. 

(e) Supporting Rights. The foregoing shall include such 
rights of ingress and egresa as may reasonably be required to maintain, 
repair, alter and replace the foregoing easements and the improvements 
therein. 

2.03. Condition Of Easements. The easements reserved to Landlord 
pursuant to Section 2.02 shall be subject to the following rights and 
obligations: 

(a) No Improvements. Tenant shall erect no buildings within 
or place any structures upon the easement area or the lands affected 
thereby. No other improvements shall be placed or maintained within the 
easement areas without the prior written consent of Manager which shall 
not be unreasonably withheld. Without such consent, however, Tenant may 
utilize the easement areas for surface parking of motor vehicles and for 
development of open space, roadways and landscaping Cother than trees or 
perennial shrubs). 
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(b) Relocation Of Easements. Tenant shall have the right to 
replace or relocate any of the easements; provided, however, that all 
costs of such relocation shall be borne by persons other than Landlord, 
the prospective relocation, configuration and layout of the relocated 
facilities shall be subject to Manager's prior written approval, and the 
manner and method of accomplishing the work of relocation shall be 
consistent with Landlord's operating requirements as Manager shall 
determine in its discretion reasonably exercised. All costs for repair, 
replacement or removal of any improvements from time to time located in 
any easement area shall be borne by Tenant without any right over or 
claim against Landlord. 

(c) Protection Of Improvements. Tenant shall use reasonable 
efforts to protect the improvements and pipeline appurtenances located on 
the Premises as shown on Exhibit A-3. In addition, in order to prevent 
damage to Landlord's underground pipelines, Tenant's use of vehicles and 
construction equipment within 20 feet of Landlord 1 s pipelines shall be 
subject to the following restrictions: 

(i) the cover over the top of Landlord's pipelines must be 
at least 3 feet; 

(ii) the '~xle loading" of vehicles and construction 
equipment must not exceed that allowed under "AASHO Standard H-10 
Loading". H-10 loading is defined as loading caused by a two axle truck 
with a gross weight of ten tons ( 20, 000 lbs.), axles 14 feet apart, and 
rear axle carrying 8 tons (16,000 lbs.). It is Tenant's responsibility 
to provide substantiation that its equipment meets this requirement; and 

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

Improvements and pipeline appurtenances damaged or 
disturbed by Tenant shall be repaired and/or relocated by Landlord at 
Tenant's expense. 

(d) Marking Of Underground Improvements. Tenant shall use 
extreme care to protect Landlord's pipelines at all times, and shall 
mark, at its own expense, the location of Landlord's pipelines within the 
Premises. Tenant shall not use any pick, plow or other sharp tool over 
or near said pipelines, or heavy construction equipment directly over the 
pipelines of Landlord. 

(e) Landlord's Responsibility. Anything herein contained to 
the contrary notwithstanding, Landlord shall conduct the installation, 
maintenance and operation of any of the aforesaid easements, pipelines 
and other utility and communication facilities in such manner that will 
not unnecessarily or unreasonably obstruct, interfere with, or impede the 
ingress/egress of persons or vehicles to and from the Premises or any 
buildings constructed thereon and the public streets abutting the 
Premises, or the orderly flow of both pedestrian and vehicular traffic, 
or otherwise interfere with Tenant's use of the Premises or its business 
thereon. In addition, Landlord shall repair any damage which may be done 
to the surface of the Premises or to any pavement, landscaping, curbing 
or other improvements thereon or to any buildings or other improvements 
thereon which may result from the construction, installation, repair, 
maintenance or operation (or any combination thereof) of the aforesaid 
easements, pipelines and/or utility and communication facilities. 
Landlord shall be responsible for, and shall reimburse Tenant upon demand 
for, any loss, cost or expense paid or incurred by Tenant and 
attributable to any and all damage to property and injury or death to 
person or persons to the extent caused by any dangerous condition or any 
negligent act or omission of Landlord, its employees, officers, agents, 
licensees, invitees or contractors, in connection with the construction, 
installation, repair, maintenance or operation (or any combination 
thereof) of the aforesaid easements, pipelines and/or utility and 
communication facilities. 

2.04. Grant Of Access Easement. Landlord grants to Tenant a 
non-exclusive easement for the Term of the Lease and any Extended Term of 
the Lease over a portion of that certain parcel of property owned by 
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Landlord and situated immediately adjacent to the Premises, said easement 
area being more particularly described on Exhibit A-2 and located within 
the area shown on Exhibit A-3 hereto and designated thereon as "Ingress t. 
Egress Easement", for the purpose of ingress and egress by Tenant, its 
subtenants, customers, employees, invitees, licensees, agents, and 
contractors, in the conduct of its business, and any motor vehicles used 
in the conduct of business to and from the Premises onto El Camino Real 
at the signalized intersection. Tenant shall, at its sole cost and 
expense, t'elocate Landlord's automated entrance gate and security fence 
as Manager shall direct. It is understood and agreed that the Ingress & 
Egress Easement area may be altered or modified by mutual agreement 
between the parties provided, however, that throughout the Term or any 
Extended Term Tenant shall be granted (and Landlord, its successors and 
assigns shall provide and grant to Tenant) an access easement of 
substantially the same size and configuration and in substantially the 
same location as the Ingress & Egress Easement shown on Exhibit A-3 
hereto. Landlord and Tenant further covenant and agree that each shall 
keep the Ingress & Egress Easement area free at all times from 
obstructions of any nature (including, without limitation, parking of 
trucks or other vehicles, barricades, fences and landscaping) such that 
the free flow of pedestrian and vehicular traffic to and from the 
Premises and Landlord's adjacent property and the public streets through 
the Ingress & Egress Easement area shall at all times be and remain 
unimpeded and unhampered. 

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

2.06. Existing Improvements. Prior to the end of the Development 
Period, and without cost or expense to Landlord, Tenant shall remove, 
relocate or reconstruct onto adjacent real property of Landlord certain 
parking lot improvements presently located on the Premises, as shown on 
Exhibit B, all in accordance with written plans and specifications of 
Landlord and in a manner reasonably satisfactory to Landlord; provided, 
however, that the cost of such relocation shall not exceed Fifty Thousand 
Dollars ($50,000.00} (herein the "Cap Price") and Tenant shall not be 
obligated to expend amounts in excess of said sum for such relocation. 
Such work shall not disrupt parking facilities required for employees and 
invitees of the Water Department, nor shall ingress to or egress from 
such parking facilities be obstructed. Landlord shall remove the newly 
installed chain link fence along the frontage of the Premises prior to 
the Construction Period and Landlord shall retain possession of the 
fencing materials. Tenant may demolish and remove all other existing 
improvements on the Premises (excluding the pipelines, power lines and 
other items shown on Exhibit A-3). 

Prior to the co1llll'lencement of any such relocation work by 
Tenant, Tenant shall submit to Landlord a written estimate of the cost of 
all such relocation work as set forth in the aforesaid plans and 
specifications together with copies of all bids received from 
contractors. In the event the construction price of the lowest bid for 
such relocation work shall be in excess of the Cap Price, then Landlord 
shall have the right, for a period of thirty (30) days after Tenant 
delivers copies of said bids to Landlord as aforesaid, to: 

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

(ii) Modify the plans and specifications for such relocation 
work, and resubmit the same to Tenant to obtain a new construction price 
not exceeding the Cap Price. 

If Landlord shall fail to approve the lowest bid or modify its 
plans as herein provided within said thirty 00) day period, then said 
lowest bid shall be deemed approved and Landlord shall pay to Tenant the 
amount, if any, by which the construction price of such relocation work 
shall exceed the Cap Price, as hereinafter provided. Within thirty (30) 
days after completion of such relocation work, Tenant shall deliver to 
Landlord a statement certified by an officer of Tenant's Orchard Supply 
Hardware division setting forth in detail the costs of completing such 
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relocation work in accordance with Landlord's plans and specifications, 
including the computation of costs in excess of the Cap Price which are 
to be paid by Landlord. Within thirty (30) days after the delivery of 
said statement to Landlord, Landlord shall reimburse Tenant for the cost 
of completing such relocation work in excess of the Cap Price. If 
Landlord shall fail to reimburse Tenant as herein provided within said 
thirty (30) day period, then Tenant may, at its option, deduct such 
amount from the next due and succeeding payments of Minimum Annual Rent 
and other charges payable by Tenant to Landlord under this Lease. 

2. 07. Maintenance of Ingress & Egress Easement Area. Throughout 
the term of this Lease and any extensions thereof, Tenant covenants and 
agrees to maintain and repair the Ingress & Egress Easement area in good 
order and condition including, but not limited to repaving, restriping, 
filling in pot holes, removing all rubbish and debris therefrom, and 
removing all standing water and ice therefrom, provided, however, that 
Tenant shall not be obligated to repair or replace any portion of the 
Ingress & Egress Easement area, the damage to which was caused by 
Landlord, its employees, agents, officers, licensees, invitees or 
contractors, or with respect to any repair or replacement required as a 
result of the faulty or defective construction of any portion of the 
Ingress & Egress Easement area (and Landlord agrees to repair and/or 
replace the same). If Tenant shall fail to make or perform any of its 
maintenance obligations herein provided, and if Tenant aha 11 not cure 
such breach or failure within thirty (30) days after notice from Landlord 
specifying such breach or failure (or if such breach or failure shall 
reasonably take more than thirty (30) days to cure, Tenant shall not have 
cormnenced the same within said thirty (30) days and diligently prosecuted 
the same to completion), Landlord may, at Landlord's option, without 
waiving any claim for damages for breach of agreement, at any time 
thereafter cure such breach or failure for the account of Tenant, and any 
amount paid or any contractual liability incurred by Landlord in so doing 
shall be deemed paid or incurred for the account of Tenant and Tenant 
agrees to reimburse Landlord therefor. If Tenant shall fail to reimburse 
Landlord upon demand for any amount paid for the account of Tenant 
hereunder, said amount shall be added to and become due as a part of the 
next payment of Annual Rent due hereunder. 

ARTICLE THREE 

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

3.02. Extended Term. Subject to all of the provisions of this 
Ground Lease including, without limitation thereto, the provisions for 
the adjustment and reappraisal of Rent in ARTICLE FIVE, Tenant may, at 
Tenant's option, extend the Term for two ( 2) additional ten { 10) year 
periods (the ''Extended Term"), which Extended Term shall connnence at the 
expiration of the Initial Term (or the next preceding Extended Term) and 
terminate at the hour of 12:01 A.M. on the tenth (10th) anniversary of 
the date of commencement of each Extended Term, unless earlier terminated 
as hereinafter provided. 

(a) Conditions Precedent To Options To Extend • 
Tenant's right to exercise the option to extend for sn ElCtended Term 
shall be subject to the following conditions precedent: 

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

(2) Notice. At least one hundred eighty (180) days 
before the last day of the Initial Term (or next preceding Extended 
Term), Tenant shall give Landlord written notice that Tenant has 
irrevocably elected to extend the Term in accordance·with the provisions 
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of this Section 3.02, Each party shall, at the request of the other, 
execute a memorandum in recordable form acknowledging that the option has 
been exercised and the Term extended for the applicable Extended Term. 

ARTICLE FOUR 

Security Deposit 

4.01. (a) Amount. On or before the Commencement Date, Tenant 
shall pay to Landlord as initial security for the full performance and 
observance of each and all of the provisions hereof a sum equal to Sixty 
Three Thousand Dollars ($63,000.00). In the alternative, Tenant may, at 
its option and in lieu of such cash deposit, establish and maintain 
throughout the Term of this Lease, with a national or California bank 
having at least one branch office within the City and County of San 
Francisco, a confirmed irrevocable letter of credit in favor of the City 
and County of San Francisco, a municipal corporation, acting by and 
through it Public Utilities Commission, in an amount of Sixty Three 
Thousand Dollars ($63,000.00). Said letter of credit shall provide that· 
payment of the entire face amount thereof, or any portion thereof, shall 
be made to the City and County of San Francisco, upon presentation of a 
written demand to the said bank signed by the General Manager on behalf 
of the City and County of San Francisco. 

(b) Disposition of Security Deposit. If Tenant defaults in 
any covenant or agreement to be observed or performed by Tenant under 
this Lease beyond any applicable grace period as elsewhere provided in 
this Lease, Landlord may use, apply or retain the whole or any part of 
the Security Deposit (or make its demand under said letter of credit) for 
any or all of the following purposes, an in such order of priority, as 
Landlord may elect in its sole discretion: (i) to the extent of any sum 
due to Land lord; (ii) to compensate Land lord for any expense or damage 
caused by Tenant's default; or (iii) to cure the default. If any portion 
of said security deposit (or said letter of credit) is so used or 
applied, Tenant shall within thirty (30) days after written demand 
therefor, deposit cash with Landlord in an amount sufficient to restore 
and maintain the security deposit at its original amount, and Tenant's 
failure to do so shall be a default under this Lease. If Landlord shall 
apply or retain the whole or any part of such security deposit or shall 
receive any payments from the aforementioned bank under said letter of 
credit by reason of having made a wrongful or excessive demand for 
payment, then Landlord shall return to Tenant the amount by which 
Landlord's total receipts from such security deposit or letter of credit 
shall exceed the amount to which Landlord is rightfully entitled, 
together with interest at the maximum lawful rate, but Landlord shall not 
otherwise be liable to Tenant for any damages or penalties, Any such 
letter of credit hereunder shall have an original term of one year, with 
automatic extensions through the Term of this Lease, and shall provide 
for sixty (60) days notice by said bank to Landlord in the event of 
nonextension. In the event of any such nonextension, Tenant shall 
replace said letter of credit at least ten (10) days prior to expiration, 
and if Tenant fails to do so, Landlord shall be entitled to present it 
writ ten demand for payment of the entire face amount of said letter of 
credit. Any amount so received by Landlord shall be returned to Tenant 
upon replacement of the letter of credit. 

4.02. Surety Bond. In lieu of the cash security deposit and/or 
letter of credit hereinabove provided, Tenant may, at its option, obtain 
and deliver to Landlord a valid surety bond or bonds in a sum equal to 
six (6) months Annual Rent, issued by a surety company or companies 
reasonably acceptable to the Controller of the City of San Francisco and 
in such form as reasonably approved by the City Attorney of the City of 
San Francisco, which surety bonds shall be kept, at Tenant's own expense, 
in full force and effect until the sixtieth (60th) day after expiration 
or earlier termination of the Term of this Lease, as the ssme may here
after be modified, renewed or extended, to insure faithful performance by 
Tenant of all of the covenants and conditions to be performed or observed 
by Tenant hereunder according to their true intent and meaning, including 
but not limited to, provisions for payment of all rents, taxes, insurance 
and other charges, and payment of all valid claims resulting from any 
breach of this Lease. Said bond or bonds shall also provide that thirty 
(30) days' prior written notice of cancellation or material change of 
said bond or bonds shall be delivered to the Manager. 
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ARTICLE FIVE 

5. 01. Rent. During the Term, Tenant shall pay as Rent for the 
Premises, without abatement, deduction or offset, the following amounts: 

(a) Development Period Annual Rental. For the Development 
Period, Tenant shall pay Landlord as Annual Rent the sum of Twelve 
Thousand Six Hundred Dollars ($12,600.00). 

(b) Annual Rent. Commencing with the end of the Development 
Period and continuing during the Term and any Extended Term, Tenant shall 
pay Landlord as Annual Rent the sum of One Hundred Fifty Thousand Dollars 
($150,000.00), subject to (i) periodic adjustments as provided in 
Section 5.01.(c) below and (ii) the optional appraisal provided in 
Section 5.0l(d) below. 

(c) Adjustment to Annual Rent. 

( 1) Ad justed Amount. Except as otherwise provided in 
Section 5.0l(d) below, the Annual Rent shall be adjusted (subject to the 
limitations hereinafter set forth) on the fifth (5th) anniversary of the 
Commencement Date and each five (5) year anniversary date thereafter 
including, without limitation thereto, any such anniversary date 
occurring during the Extended Term (each such date being referred to 
herein as an "Adjustment Date") in accordance with Section 5.0l(c)(2) 
below. For purposes hereof, the terms "Consumer Price Index", "CPI", or 
"Index", shall mean the Consumer Price Index For All Urban Consumers, San 
Francisco/Oakland Metropolitan Area, All Items Series A, based on the 
year 1967=100, published by the United States Department of Labor, Bureau 
of Labor Statistics. 

( 2) Calculation of CPI Adjustment. The periodic 
adjustments to Minimum Annual Rent shall be calculated as follows: 

(a) The first such rental adjustment shall be made 
for purposes of calculating the Annual Rent for the five (5) year period 
commencing on the fifth (5th) anniversary of the Commencement Date. For 
such purpose, the Beginning Index Figure shall be the figure for the 
Consumer Price Index las-t pubrished immediately prior to the end of the 
Development Period, and the Adjustment Date Index Figure shall be the 
figure for the Consumer Price Index last published immediately prior to 
the fifth ( Sth) anniversary of the Coounencement Date. The Annual Rent 
for the five (5) year period commencing with the fifth (5th) anniversary 
of the Coounencement Date shall be the amount equal to the sum of: ( i) 
the Initial Annual Rent set forth in Section S.Ol(b); plus (ii) the 
amount derived by multiplying said Initial Annual Rent by the fraction, 
the numerator of which is the Adjustment Date Index Figure less the 
Beginning Index Figure, and the denominator of which is the Beginning 
Index Figure, provided, however, that in no event shall the Annual Rent 
be adjusted downward, and provided further that if the above calculation 
of CPI adjustment results in an adjusted Annual Rent which exceeds the 
Initial Annual Rent set forth in Section 5.0l(b) by 30% or more, then the 
Annual Rent for said five (5) year period commencing with the fifth (5th) 
anniversary of the Commencement Date shall be 130% of the Initial Annual 
Rent set forth in Section 5.0l(b), and provided further that Tenant may, 
at its option, elect to have the Annual Rent for said five (5) year 
period established pursuant to the optional appraisal procedures set 
forth in Section 5.0l(d) hereof. 

(b) The second such rental adjustment shall be made 
for purposes of calculating the Annual Rent for the five (5) year period 
commencing on the tenth (10th) anniversary of the Commencement Date. For 
such purpose, the Beginning Index Figure shall be the figure for the 
Consumer Price Index last published immediately prior to the fifth (5th) 
anniversary of the Commencement Date, and the Adjustment Date Index 
Figure shall be the figure for the Consumer Price Index last published 
immediately prior to the tenth (10th) anniversary of the Commencement 
Date. The Annual Rent for the five (5) year period commencing with the 

- 7 -



... 

tenth (10th) anniversary of the Commencement Date shall be the amount 
equal to the sum of: (i) the Annual Rent payable during the tenth (10th) 
Lease Year of the Term; plus (ii) the amount derived by multiplying the 
Annual Rent payable during the tenth (10th) Lease Year of the Term by the 
fraction, the numerator of which is the Adjustment Date Index Figure less 
the Beginning Index Figure, and the denominator of which is the Beginning 
Index Figure, provided, however, that in no event shall the Annual Rent 
be adjusted downward, and provided further that if the above calculation 
of CPI adjustment results in an adjusted Annual Rent which exceeds the 
Annual Rent payable during the tenth (10th) Lease Year of the Term by 30% 
or more, then the Annual Rent for said five (5) year period commencing 
with the tenth (10th) anniversary of the Commencement Date shall be 130% 
of the Annual Rent payable during the tenth (10th) Lease Year of the Term. 

(c) The third such rental adjustment shall be made 
for purposes of calculating the Annual Rent for the five (5) year period 
commencing on the fifteenth (15th) anniversary of the Commencement Date. 
For such purpose, the Beginning Index Figure shall be the figure for the 
Consumer Price Index last published immediately prior to the tenth (10th) 
anniversary of the Commencement Date, and the Adjustment Date Index 
Figure shall be the figure for the Consumer Price Index last published 
immediately prior to the fifteenth (15th) anniversary of the Commencement 
Date. The Annual Rent for the five (5) year period commencing with the 
fifteenth (15th) anniversary of the Commencement Date shall be the amount 
equal to the sum of: ( i) the Annual Rent payable during the fifteenth 
(15th) Lease Year of the Term; plus (ii) the amount derived by 
multiplying the Annual Rent payable during the fifteenth (15th) Lease 
Year of the Term by the fraction, the numerator of which is the 
Adjustment Date Index Figure less the Beginning Index Figure, and the 
denominator of which is the Beginning Index Figure, provided, however, 
that in no event shall the Annual Rent be adjusted downward, and provided 
further that if the above calculation of CPI adjustment results in an 
adjusted Annual Rent which exceeds the Annual Rent payable during the 
fifteenth 05th) Lease Year of the Term by 30% or more, then the Annual 
Rent for said five ( 5) year period commencing with the fifteenth (15th) 
anniversary of the Commencement Date shall be 130% of the Annual Rent 
payable during the fifteenth (15th) Lease Year of the Term. 

(d) The fourth such rental adjustment shall be made 
for purposes of calculating the Annual Rent for the five (5) year period 
commencing on the twentieth (20th) anniversary of the Commencement Date. 
For such purpose, the Beginning Index Figure shall be the figure for the 
Consumer Price Index last published itmnediately prior to the fifteenth 
(15th) anniversary of the Commencement Date, and the Adjustment Date 
Index Figure shall be the figure for the Consumer Price Index last 
published immediately prior to the twentieth (20th) anniversary of the 
Commencement Date. The Annual Rent for the five (5) year period 
commencing with the twentieth (20th) anniversary of the Commencement Date 
shall be the amount equal to the sum of: ( i) the Annual Rent payable 
during the twentieth (20th) Lease Year of the Term; plus (ii) the amount 
derived by multiplying the Annual Rent payable during the twentieth 
(20th) Lease Year of the Term by the fraction, the numerator of which is 
the Adjustment Date Index Figure less the Beginning Index Figure, and the 
denominator of which is the Beglnnrng Index Figure, provided, however, 
that in no event shall the Annual Rent be adjusted downward, and provided 
further that if the above calculation of CPI adjustment results in an 
adjusted Annual Rent which exceeds the Annual Rent payable during the 
twentieth (20th) Lease Year of the Term by 30% or more, then the Annual 
Rent for said five {5) year period commencing with the twentieth (20th) 
anniversary of the Commencement Date shall be 130'% of the Annual Rent 
payable during the twentieth (20th) Lease Year of the Term and provided 
further that Tenant may, at its option, elect to have the Annual Rent for 
said five (5) year period established pursuant to the optional appraisal 
procedures set forth in Section 5.0l(d) hereof. 

(e) The fifth such rental adjustment shall be made 
for purposes of calculating the Annual Rent for the five {5) year period 
commencing on the twenty-fifth (25th) anniversary of the Commencement 
Date. For such purpose, the Beginning Index Figure shall be the figure 
for the Consumer Price Index last published immediately prior to the 
twentieth (20th) anniversary of the Commencement Date, and the Adjustment 
Date Index Figure shall be the figure for the Consumer Price Index last 
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published irmnediately prior to the twenty-fifth (25th) anniversary of the 
Commencement Date. The Annual Rent for the five (5) year period 
cormnenc ing with the twenty-fifth (25th) anniversary of the Commencement 
Date shall be the amount equal to the sum of: (i) the Annual Rent 
payable during the twenty-fifth (25th} Lease Year of the Term; plus (ii) 
the amount derived by multiplying the Annual Rent payable during the 
twenty-fifth (25th) Lease Year of the Term by the fraction, the numerator 
of which is the Adjustment Date Index Figure less the Beginning Index 
Figure, and the denominator of which is the Beginning Index Figure, 
provided, however, that in no event shall the Annual Rent be adjusted 
downward, and provided further that if the above calculation of CPI 
adjustment results in an adjusted Annual Rent which exceeds the Annual 
Rent payable during the twenty-fifth (25th) Lease Year of the Term by 30% 
or more, then the Annual Rent for said five (5) year period commencing 
with the twenty-fifth (25th) anniversary of the Commencement Date shall 
be 130% of the Annual Rent payable during the twenty-fifth (25th) Lease 
Year of the Term. 

(f) If Tenant exercises its first option to extend 
the term of this Lease pursuant to Section 3. 02, then a sixth and a 
seventh rental adjustment shall be made for purposes of calculating the 
Annual Rent for the five (5) year period commencing on the thirtieth 
(30th) anniversary of the Conunencement Date and for the five year period 
commencing on the thirty-fifth 05th) anniversary of the Commencement 
Date as follows: 

(i) The Annual Rent for the five year period 
conunencing on the thirtieth OOth) anniversary of the Commencement Date, 
shall be the fair market rental determined pursuant to the procedures set 
forth in Section 5.0l(e) hereof with the Appraisal Date referred to 
therein being the twenty-ninth (29th) anniversary of the Connnencement 
Date. This adjustment to fair market rental commencing upon the 
thirtieth (30th) anniversary of the Connnencement Date shall be mandatory 
and Tenant shall not have the option of a CPI adjustment. 

(ii) For purposes of calculating the Annual 
Rent for the five year period commencing on the thirty-fifth (35th) 
anniversary of the Connnencement Date, the Beginning Index Figure shall be 
the figure for the Consumer Price Index last published immediately prior 
to the thirtieth OOth) anniversary of the Commencement Date, and the 
Adjustment Date Index Figure shall be the figure for the Consumer Price 
Index last published immediately prior to the thirty-fifth (35th) 
anniversary of the Commencement Date. The Annual Rent for the five (5) 
year period commencing with the thirty-fifth (35th) anniversary of the 
Commencement Date shall be the amount equal to the sum of: (i) the 
Annual Rent payable during the thirty-fifth (35th) Lease Year of the 
Term; plus (ii) the amount derived by multiplying the Annual Rent payable 
during the thirty-fifth (35th) Lease Year of the Term by the fraction, 
the numerator of which is the Adjustment Date Index Figure less the 
Beginning Index Figure, and the denominator of which is the Beginning 
Index Figure, provided, however, that in no event shall the Annual Rent 
be adjusted downward, and provided further that if the above calculation 
of CPI adjustment results in an adjusted Annual Rent which exceeds the 
Annual Rent payable during the thirty-fifth (35th) Lease Year of the Term 
by 30% or more, then the Annual Rent for said five (5) year period 
commencing with the thirty-fifth (3Sth) anniversary of the Commencement 
Date shall be 130% of the Annual Rent payable during the thirty-fifth 
(3Sth) Lease Year of the Term. 

(g) If Tenant exercises its second option to extend 
the term of this Lease pursuant to Section 3. 02, then an eighth and a 
ninth rental adjustment shall be made for purposes of calculating the 
Annua 1 Rent for the five ( 5) year period commencing on the fortieth 
(40th) anniversary of the Commencement Date and for the five year period 
commencing on the forty-fifth (45th) anniversary of the Commencement Date 
as follows: 

( i) The Annual Rent for the five year period 
commencing on the fortieth (40th) anniversary of the Commencement Date, 
shall be the fair market rental determined pursuant to the procedures set 
forth in Section S.Ol(e) hereof with the Appraisal Date referred to 
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therein being the thirty-ninth 09th} anniversary of the Connnencement 
Date. This adjustment to fair market rental commencing upon the fortieth 
(40th) anniversal")' of the Commencement Date shall be mandatory and Tenant 
shall not have the option of a CPI adjustment. 

(ii) For purposes of calculating the Annual 
Rent for the five year period commencing on the forty-fifth (45th) 
anniversary of the Commencement Date, the Beginning Index Figure shall be 
the figure for the Consumer Price Index last published immediately prior 
to the fortieth (40th) anniversary of the Commencement Date, and the 
Adjustment Date Index Figure shall be the figure for the Consumer Price 
Index last published immediately prior to the forty-fifth (45th) 
anniversary of the Co!Mllencement Date. The Annual Rent for the five (5) 
year period commencing with the forty-fifth (4Sth) anniversary of the 
Commencement Date shall be the amount equal to the sum of: ( i) the 
Annual Rent payable during the forty-fifth (45th) Lease Year of the Term; 
plus (ii) the amount derived by multiplying the Annual Rent payable 
during the forty-fifth (45th) Lease Year of the Term by the fraction, the 
numerator of which is the Adjustment Date Index Figure less the Eeginning 
Index Figure, and the denominator of which is the Beginning Index Figure, 
provided, however, that in no event shall the Annual Rent be adjusted 
downward, and provided further that if the above calculation of CPI 
adjustment results in an adjusted Annual Rent which exceeds the Annual 
Rent payable during the forty-fifth (45th) Lease Year of the Term by 30:( 

or more, then the Annual Rent for said five (5) year period c01mnencing 
with the forty-fifth (45th) anniversary of the Commencement Date shall be 
130% of the Annual Rent payable during the forty-fifth (45th) Lease Year 
of the Tenn. 

(3) Payment of Adjusted Annual Rent. Following each 
Adjustment Date, Tenant shall continue to pay Annual Rent at the rate 
applicable to the preceding period until such time as Landlord shall 
deliver to Tenant written notice of Landlord's determination of the 
appropriate amount of adjusted Annual Rent. Commencing upon the first 
day of the month next following Tenant's receipt of Landlord's notice of 
Landlord's determination of adjusted Annual Rent, Tenant shall pay 
Landlord adjusted Annual Rent at the rate determined pursuant to Section 
5.0l(c)(2), subject to the provisions of Section 5.0l(d)(3). Ia addi
tion, subject to the provisions of Section S.Ol(d)(3) hereof, if the 
monthly installments of adjusted Annual Rent payable by Tenant as 
determined pursuant to Section 5.0l(c)(2) shall be increased over the 
monthly installments payable by Tenant for the preceding period, then on 
the first day of the month next following Tenant's receipt of Landlord's 
notice of Landlord's deteTinination of adjusted Annual Rent, Tenant shall 
also pay to Landlord an amount equal to the difference, if any, between 
the monthly installments of Annual Rent determined pursuant to Section 
5.0l(c)(2) and the monthly inatallments of Annual Rent paid by Tenant 
from the applicable Adjustment Date to the first day of the month next 
following Tenant's receipt of Landlord's notice of Landlord's determi
nation of adjusted Annual Rent. 

(d) Optional Reappraisal of Minimum Annual Rent. 

(1) Option. At Tenant's option, the Annual Rent may be 
revised in accordance with the following procedures on the fifth (5th) 
and twentieth (20th) anniversaries of the Commencement Date (each being 
referred to as an "Appraisal Date") to an amount equal to the fair market 
rental of the Premises, exclusive of Improvements, as of the Appraisal 
Date, or the amount payable pursuant to Section 5.0l(c)(2), whichever is 
the leaser. Tenant shall exercise such option by written notice 
delivered to Landlord within thirty (30) days after each Appraisal Date. 

(2) Determination. Determination of fair market rental 
shall be based on the highest and best use of the Premises on the 
applicable Appraisal Date subject to the prov1s1ons of this Ground 
Lease. Within thirty {30) days after receipt of Tenant's notice electing 
its option to have the Annual Rent adjusted by appraisal pursuant to 
Section 5.0l(d){l) above, Landlord shall give Tenant written notice of 
Landlord's determination of the appropriate amount of the appraised 
Annual Rent. If Tenant disagrees, it may submit the question of the 
appropriate amount of the appraised Annual Rent to arbitration in 
accordance vi th the provisions of Section 5. 02 by giving Landlord the 
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notice required by Section 5.02(a) within twenty (20) days after receipt 
of Landlord's writ ten determination. If Tenant does not submit 
Landlord's determination of the sppropriste amount of appraised Annual 
Rent to arbitration within the required period, Landlord's determination 
shall be final. The decision of the arbitrators shell be final; 
provided, however, that in no event shall the Annual Rent be less than 
the amount stated in Section 5.0l(b). 

(3) Payment. If Tenant shall exercise its option under 
Section 5.0l(d) (1) hereof, Tenant shall continue to pay Annual Rent at 
the rate applicable to the preceding period until such time as Landlord 
shall deliver to Tenant written notice of Landlord's determination of the 
appropriate amount of appraised Annual Rent. Collllllencing upon the first 
day of the month next following Tenant's receipt of Landlord's notice of 
Landlord's determination of appraised Annual Rent, Tenant shall pay 
Landlord adjusted Annual Rent at the rate determined pursuant to Section 
5.0l(d) (2) or at the rate determined pursuant to Section 5.0l(c)(2), 
whichever is less, but in no event less than the Annual Rent specified in 
Section 5.0l(b). In addition, if the monthly installments of adjusted 
Annual Rent payable by Tenant shall be increased over the monthly 
installments payable by Tenant for the preceding period, then on the 
first day of the month next following Tenant's receipt of Landlord's 
notice of Landlord's determination of appraised Annual Rent, Tenant shall 
also pay to Landlord an amount equal to the difference, if any, between 
the monthly installments of Annual Rent determined pursuant to Section 
5.0l(d)(2) or at the rate determined pursuant to Section 5.0l(c)(2), 
whichever is less, and the monthly installments of Annual Rent paid by 
Tenant from the applicable Appraisal Date to the first day of the month 
next following Tenant's receipt of Landlord's notice of Landlord's 
determination of appraised Annual Rent. Notwithstanding the foregoing, 
if Tenant elects to submit the question of the appropriate amount of 
appraised Annual Rent to arbitration pursuant to Section 5.0l(d)(2), then 
Tenant shall continue to pay Annual Rent at the rate applicable to the 
preceding period until such time as the arbitrators render their written 
determination of appraised Annual Rent. Col!Dilencing upon the first day of 
the month next fol lowing the date the arbitrators shall render their 
written determination of appraised Annual Rent, Tenant shall pay Landlord 
appraised Annual Rent at the rate determined by the arbitrators or at the 
rate determined pursuant to Section 5.0l{c)(2), whichever is less, but in 
no event less than the Annual Rent specified in Section 5. Ol(b). In 
addition, if the monthly installments of adjusted Annual Rent payable by 
Tenant shall be increased over the monthly installments payable by Tenant 
for the preceding period, then on the first day of the month next 
following the date the arbitrators shall render their written determi
nation of appraised Annual Rent, Tenant shall also pay to Landlord an 
amount equal to the difference, if any, between the monthly installments 
of Annual Rent determined by the arbitrators or at the rate determined 
pursuant to Section 5.0l(c){2), whichever is less, and the monthly 
installments of Annual Rent paid by Tenant from the applicable Appraisal 
Date to the first day of the month next following the date the 
arbitrators shall render their written determination of appraised Annual 
Rent. Anything herein contained to the contrary notwithstanding, if the 
amount of Annual Rent determined by appraisal pursuant to Section 
5.0l(d)(2) or by arbitration pursuant to Section 5.02 shall be less than 
the amount of Annual Rent paid by Tenant for the preceding period, then 
commencing upon the first day of the month next following the date on 
which Tenant shall receive Landlord's notice of Landlord's determination 
of appraised Annual Rent or the date on which the arbitrators shall 
render their written determination of appraised Annual Rent, as the case 
may be, Tenant may deduct from the next and succeeding installments of 
Annual Rent due, an amount equal to the excess of the monthly 
installments of Annual Rent already paid from the applicable Appraisal 
Date to the date of determination as aforesaid over the amount of 
appraised Annual Rent as determined pursuant hereto. 

(4) Independent Elections. Failure on the part of 
Tenant to seek adjustment of Annual Rent to fair market rent shall not 
restrict or preclude exercise by Tenant of its election with respect to 
any subsequent Appraisal Date. 

- 11 -



' ' ' '' 
'·. ' ' 

(5) Base For Future Adjustments. Once Annual Rent has 
been determined by appraisal, the Annual Rent so determined shall then 
become the Annual Rent for determination of future adjustments pursuant 
to Section 5,0l(c) (2) which shall apply thereafter until such time as 
Annual Rent is again subject to adjustment to fair market rent s provided 
herein. 

(e) Annual Rent for Extended Terms. 

(l) Determination. Determination of fair market rental 
shall be based on the highest and best use of the Premises on the 
applicable Appraisal Date subject to the provisions of this Ground 
Lease. Within thirty (30) days after the applicable Appraisal Date, 
Landlord shall give Tenant written notice of Landlord's determination of 
the appropriate amount of the appraised Annual Rent. If Tenant 
disagrees, it may submit the question of the appropriate amount of the 
appraised Annual Rent to arbitration in accordance with the provisions of 
Section 5.02 by giving Landlord the notice required by Section 5.02(a) 
within twenty (20) days after receipt of Landlord's written 
determination. If Tenant does not submit Landlord's determination of the 
appropriate amount of appraised Annual Rent to arbitration within the 
required period, Landlord's determination shall be final. The decision 
of the arbitrators shall be final; provided, however, that in no event 
shall the Annual Rent be less than the amount stated in Section 5.0l(b). 

{2) Extension of term snd Option Notice Period. In the 
event Landlord shall fail to submit its determination of appraised Annual 
Rent on or before the date which is sixty (60) days prior to the date 
upon which Tenant must deliver notice to Landlord of its election to 
extend the Term pursuant to Section J,02(a){2) hereof, or if the matter 
of appraised Annual Rent shall have been submitted to arbitration 
pursuant to Section 5.0l{e)(l) hereof, and the arbitrators shall not have 
rendered their determination of appraised Annual Rent on or before the 
date which is thirty (30) days prior to the date upon which Tenant must 
deliver notice to Landlord of its election to extend the Term pursuant to 
Section 3. 02(a) (Z) hereof, then and iri any such event, the Initial Term 
or the preceding Extended TeI'lll, as the case may be, and the date by which 
Tenant must deliver notice to Landlord of its election to extend the Term 
shall each be automatically extended one (1) day for each day of any such 
delay. 

(3) Payment. Tenant shall continue to pay Annual Rent 
at the rate applicable to the preceding period until such time as 
Landlord shall deliver to Tenant written notice of Landlord's 
determination of the appropriate amount of appraised Annual Rent. 
Commencing upon the first day of the month next following Tenant's 
receipt of Landlord's notice of Landlord's determination of appraised 
Annual Rent, Tenant shall pay Landlord appraised Annual Rent at the rate 
determined pursuant to Section 5.0HeHl). In addition, if the monthly 
installments of adjusted Annual Rent payable by Tenant shall be increased 
over the monthly installments payable by Tenant for the preceding period, 
then on the first day of the month next following Tenant' a receipt of 
Landlord's notice of Landlord's determination of appraised Annual Rent, 
Tenant shall also pay to Landlord an amount equal to the difference, if 
any, between the monthly installments of Annual Rent determined pursuant 
to Section 5.0l(e)(l) and the monthly installments of Annual Rent paid by 
Tenant from the applicable Appraisal Date to the first day of the month 
next following Tenant's receipt of Landlord's notice of Landlord's 
determination of appraised Annual Rent. Notwithstanding the foregoing, 
if Tenant elects to submit the question of the appropriate amount of 
appraised Annual Rent to arbitration pursuant to Section 5.0l(e)(2), then 
Tenant shall continue to pay Annual Rent at the rate applicable to the 
preceding period until such time as the arbitrators render their written 
determination of appraised Annual Rent. Counnencing upon the first day of 
the month next following the date the arbitrators ahall render their 
written determination of appraised Annual Rent, Tenant shall pay Landlord 
appraised Annual Rent at the rate determined by the arbitrators. In 
addition, if the monthly installments of adjusted Annual Rent payable by 
Tenant shall be increased over the monthly installments payable by Tenant 
for the preceding period, then on the first day of the month next 
following the date the arbitrators shall render their written determi
nation of appraised Annual Rent, Tenant shall also pay to Landlord an 
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amount equal to the difference, if any, between the monthly installments 
of Annual Rent determined by the arbitrators and the monthly installments 
of Annual Rent paid by Tenant from the applicable Appraiul Date to the 
first day of the month next following the date the arbitrators shall 
render their written determination of appraised Annual Rent. Anything 
herein contained to the contrary notwithstanding, if the amount of Annual 
Rent determined by appraisal pursuant to Section 5.0l(e)(2) or by 
arbitration pursuant to Section 5.02 shall be less than the amount of 
Annual Rent paid by Tenant for the preceding period, then commencing upon 
the first day of the month next following the date on which Tenant shall 
receive Landlord's notice of Landlord's determination of appraised Annual 
Rent or the date on which the arbitrators shall render their written 
determination of appraised Annual Rent, as the case may be, Tenant may 
deduct from the next and succeeding installments of Annual Rent due, an 
amount equal to the excess of the monthly installments of Annual Rent 
already paid from the applicable Appraisal Date to the date of 
determination as aforesaid over the B111ount of appraised Annual Rent as 
determined pursuant hereto. 

(f) Time Place and Manner of Payment of Annual Rent. Annual 
Rent for each year of the Term shall be paid in lawful money of the 
United States in equal monthly installments in advance on the first day 
of each calendar month at the office of the Chief Accountant, San 
Francisco Water Department, located at 425 Mason Street, San Francisco, 
California 94101 (or such other place as Landlord may designate in 
writing) commencing with the first day of the first full calendar month 
during which the Development Period ends. If the Development Period ends 
on any day other than the first day of a calendar month, the first 
installment of Annual Rent shall include, in addition to the monthly 
installment to be paid in advance, a pro-rated payment of Rent for the 
month during which the Development Period ends. In addition, if the last 
dey of the Term occurs on any day other than the last day of a calendar 
month, the last installment of Annual Rent shall be appropriately 
pro-rated. 

(g) Change in Consumer Price Index. 

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

(2) If the Index is discontinued or revised during the 
Tenn, such other government index or computation which replaces it shall 
be used in order to obtain substantially the same result as would be 
obtained if the Index had not been discontinued or revised. If the 
parties are unable to agree upon the substitute index or computation no 
later than thirty (30) days prior to the next Adjustment Date, the 
appropriate substitute index or computation shall, on application of 
either party, be determined by the chief officer of the San Francisco 
Regional Office of the Bureau of Labor Statistics or its successor. 

S.02. Determination of Fair Market Rental by Arbitration. If 
Tenant disagrees with any determination of fair market rental made by 
Landlord under Section 5.01, Tenant shall have the right to submit the 
issue to arbitration as follows: 

(a) Within twenty (20) business days after receipt of 
Landlord's determination of fair market rental, Tenant shall give 
Landlord written notice of intention to arbitrate, such notice to specify 
the name and address of the person designated to act as arbitrator on 
Tenant's behalf. The party so designated shall be qualified as provided 
in Section 5.02(d). Failure to give written notice as above provided 
within such twenty (20) day period shall constitute an acceptance of 
Landlord's determination of fair ms.rket rental. 

(b) If Landlord is not willing to have the issue of fair 
market rental determined solely by the arbitrator selected by Tenant, 
then Landlord shall so notify Tenant in writing within ten {10) business 
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days after receipt of the notice demanding arbitration given by Tenant as 
provided in Section 5.02(a), such notice to specify the name and address 
of the person designated by Landlord to act as its arbitrator and in such 
case both Tenant's arbitrator and Landlord's arbitrator shall jointly 
determine the fair market rental in accordance with this Section 5.02, 
subject, however, to the appointment of a third arbitrator pursuant to 
Section 5.02(c) hereof. The person so designated by Landlord shall have 
the qualifications specified in Section S.02(d). Failure on the part of 
Landlord to specify its arbitrator within the time period and in the 
manner set forth above shall constitute agreement to have the issue of 
fair market rental determined by the person designated by Tenant. 

(c) If the issue of fair market rental is to be determined 
by a single arbitrator, the determination shall be made as diligently as 
possible and the report of the arbitrator delivered to the parties within 
thirty {30) days after expiration of the period of appointment of the 
second arbitrator pursuant to Section S.02(b). If two arbitrators are 
selected, the arbitrators shall meet within ten (10) business days after 
appointment of the second arbitrator and attempt to agree upon the issue 
of fair market rental to be determined, If the two arbitrators are 
unable to agree upon the question in issue within ten (10) business days 
after the first meeting, they shall appoint a third arbitrator who shall 
be a competent and impartial person qualified to act in accordance with 
the provisions of Section S.02(d). In the event the two arbitrators are 
unable to agree upon a third arbitrator within fifteen (15) business days 
after the first meeting, the parties themselves shall select a third 
arbitrator within a further period of ten (IO) business days. If the 
parties are unable to agree upon a third arbitrator within the required 
period, either party, on behalf of both, may request the Presiding Judge 
of the Superior Court for the County of San Mateo, acting in his private, 
non-judicial capacity, to appoint as the third arbitrator an impartial 
person qualified to act in accordance with the provisions of Section 
S.02(d) and the other party shall not raise any question as to the 
judge's full power and jurisdiction to entertain the application and make 
the appointment. The three (3} arbitrators shall decide the dispute (if 
it has not previously been resolved) by following the procedure eet forth 
in Section 5.02(g), 

(d) All arbitrators shall be qualified M.A. I. real estate 
appraisers familiar with the fair market value and rental of properties 
similar to the Premises in the County of San Mateo who could be qualified 
as expert witnesses, over objection, to give opinion testimony addressed 
to the issue in a court of c01npetent jurisdiction. 

(e) In the event of the failure, refusal or inability of any 
arbitrator to act, he shall appoint his successor; provided, however, 
that any successor to the third arbitrator shall be appointed as 
hereinbefore provided. The arbitrators shall, if possible, render a 
written decision within ten (10) business days after the appointment of 
the third arbitrator. A decision in which any two arbitrators concur 
shall in all cases be binding and conclusive upon the parties. Each 
party shal 1 pay the fee and expenses of its arbitrator and both shall 
share equally the fee and expenses of the third arbitrator, if any. Each 
party shall pay the fees end expenses of its attorneys and any witness it 
may call. 

(f) The arbitrators shall have the right to consult experts 
and competent authorities skilled in the matters under arbitration, but 
any such consultation shall be made in the presence of both parties with 
full right to cross-examine. The arbitrators shall have a counterpart 
copy of their written decision to each party. 

(g) Where an issue cannot be resolved by agreement between 
any two arbitrators, of by settlement between the parties during the 
course of arbitration, the issue shall be resolved by the three 
arbitrators in accordance with the following procedure. The arbitrator 
selected by each of the parties shall prepare a written opinion of fair 
market rental and the reasons therefor and give counterpart copies to 
each party and each of the other arbitrators. The third arbitrator shall 
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arrange for a simultaneous exchange of the proposed resolutions. The 
third arbitrator shall select which of the two proposed resolutions most 
closely approximates his determination of the issue. The third 
arbitrator shall have no right to propose a middle ground or any 
modification of either of the two proposed resolutions. The resolution 
which the third arbitrator selects shall constitute the decision of the 
arbitrators and shall be final and binding upon the parties. 

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

5.03. Late Charges. Tenant recogniz.es that late payment of any 
Rent or other sum due hereunder from Tenant to Landlord will result in 
administrative expenses to Landlord, the extent of which additional 
expense is extremely difficult and economically impractical to 
ascertain. Tenant therefore agrees that if Rent or any other payment due 
hereunder from Tenant to Landlord remains unpaid ten (10) days after said 
amount is due, the amount of such unpaid Rent or other payment shall be 
increased by a late charge to be paid to Landlord by Tenant in an amount 
of Three Hundred Dollars ($300.00). In addition, Tenant shall pay 
interest on the amount of unpaid Rent or other payment at a rate of five 
percent (51) per year above the prime rate then charged by the Bank of 
America of San Francisco, California or a successor comparable bank or at 
the maximum rate peI1Ditted by law, whichever is lower, for each day the 
Rent or other payment is delinquent. The amount of the late charge to be 
paid Landlord by Tenant on any unpaid Rent or other payment plus any 
accrued interest shall be Additional Rent payable by Tenant with the next 
succeeding installment of Rent. Tenant agrees that such amount is a 
reasonable estimate of the loss and expense to be suffered by Landlord aa 
a result of such late payment by Tenant and may be charged by Landlord to 
defray such loss and expense. The provisions of this section in no way 
relieve Tenant of the obligation to pay Rent or other payments on or 
before the date on which they are due, nor do the tet1DS of this section 
in any way affect Landlord's remedies pursuant to Section 17. 03 in the 
event said Rent or other-payment is unpaid after the due date. 

S.04 Additional Rent. 

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

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

(c) Annual Ststement. Within sixty (60) days after the 
close of each Lease Year, Tenant shall furnish to Landlord a statement 
certified as correct by an officer of Tenant's Orchard Supply Hardware 
division setting forth the Gross Revenues made in, upon or from the 
Premises for the preceding Lease Year (hereinafter said annual statement 
is referred to aa the "Annual Statement"). Contemporaneously with the 
delivery of such Annual Statement, Tenant shall pay to Landlord the 
Percentage Rental, if any, due for the preceding Lease Year as calculated 
in accordance with the Percentage Rent Schedule attached hereto as 
Exhibit "D". In addition to the foregoing Annual Statement, within sixty 
( 60) days after the expiration of Tenant's fiscal year, Tenant shall 
furnish to Landlord a statement duly certified by a certified public 
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accountant approved by Manager (which approval shall not be unreasonably 
withheld) setting forth the Gross Revenues made in, upon or from the 
Premises during such fiscal year. Landlord acknowledges that Tenant's 
fiscal year may not coincide with the Lease Year established hereunder 
and that the figure for Gross Revenues set forth in the Annual Statement 
may not be the same as the figure for Gross Revenues set forth in the 
statement of Gross Revenues for Tenant's fiscal year, it being understood 
and agreed that the determination of Percentage Rental hereunder shall be 
based upon Gross Revenues as set forth in the Annual Statement and that 
the submission of the additional annual statement for Tenant's fiscal 
year is for information purposes only and shall not increase or otherwise 
affect Tenant's obligation to pay Percentage Rental hereunder. 

(d) Audit of Gross Revenue Statements. If Tenant shall at 
any time cause a separate audit of Tenant's business conducted in or upon 
the Premises to be made by a certified public accountant, Tenant shall 
furnish Landlord with a copy of said audit without any cost or expense to 
Landlord. Tenant agrees that it will keep all source documents 
supporting its records of Gross Revenues applicable to each Lease Year 
for a period of twenty-four (24) months following the expiration of each 
Lease Year and thereafter will retain summary financial statements 
(including, but not limited to, ledgers and journals) for an additional 
twelve (12) months. Tenant further agrees that Landlord or the agents or 
representatives of Landlord may annually inspect Tenant's records of 
Gross Revenues, such inspection to be conducted at the accounting of fices 
of Tenant's Orchard Supply Hardware division, wherever such offices are 
now or hereafter located, provided such inspection is made within 
thirty-six (36) months after the Annual Statement of Gross Revenues is 
mailed or delivered by Tenant to Landlord and such inspection shall be 
limited to the period covered by such Annual Statement. In addition, 
Landlord may, in connection with its inspection of Tenant's records, 
employ an independent firm of Certified Public Accountants to verify 
Tenant's reports of Gross Revenues for such year and if such accountants 
shall determine that Tenant has underpaid its obligation for Percentage 
Rental to the extent of three (3%) percent or more for any such Lease 
Year, Tenant shall, in addition to paying Landlord the deficiency, also 
pay the cost of the audit. Any claim by Landlord for revision of any 
Annual Statement of Gross Revenues or for additional rent, which claim is 
not made to Tenant within thirty-six (36) months after the date when such 
Annual Statement of Gross Revenues is mailed or delivered to Landlord, 
shall be deemed and hereby ia waived by Landlord. 

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

S.05 Net Lease. The Rent payable by Tenant hereunder shall be 
absolutely net to Landlord. Except as otherwise expressly provided 
herein, Tenant shall pay and discharge without abatement, set-off, 
deduction or defense, all taxes, assessments, insurance premiums, 
construction costs, operating and maintenance charges and other amounts, 
liabilities and obligations which become due during the Term with respect 
to the Premises, the improvements thereon and the businesses and 
activities conducted thereon. 

6.01 
least ten 
penalty or 

ARTICLE SIX 

Taxes, Assessments and Other Expenses 

Payment by Tenant. During 
(10) days before delinquency 
other charge shall become due: 

the Term Tenant shall 
and before any fine, 

pay, at 
interest, 

(a) All real property and possesaory interest taxes, 
personal property taxes, general and special assessments (including, 
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without limitation thereto, assessments for benefits from public works or 
improvements, whether or not begun or completed prior to the Corranencement 
Date and whether or not to be completed within the Term), levies, fees, 
rents and other charges of every description which at any time arise with 
respect to, or are levied on or assessed against (i) the Premises or any 
part thereof including personal property located on the Premises or 
within the improvements, (ii) the construction, possession, ownership, 
occupancy, operations, use, repair, restoration or reconstruction of the 
Premises or any part thereof, (iii) the Rent reserved or payable 
hereunder or under any sublease, of (iv) this Ground Lease, the leasehold 
estate or any subleasehold estate created hereunder, whether belonging to 
or chargeable against Landlord or Tenant; 

(b) All other taxes, assessments, levies, fees, rents and 
other charges of every description which, during the Term, may be levied 
on or assessed against the Premises (exclusive of the easements, 
pipelines or utility or corranunication facilities reserved or installed 
and maintained by Landlord as set forth in Section 2. 02 hereof) or any 
part thereof, or imposed on Landlord or Tenant (including, without 
limitation, reimbursement of Landlord for any such taxes paid by 
Landlord) as a result of a reduction in, or the abolition of, or 
replacement of real property taxes, assessments •. levies, fees, rents or 
other charges levied on or assessed against the Premises as of the 
Commencement Date, subject, however, to the requirement that: (a) such 
replacement taxes have materially different applicability to real 
property or to the owners of real property or to rental income than they 
do to other kinds of property or to other kinds of income; and (b) the 
amount of such replacement taxes shall be determined as if the Premises 
were the only asset of Landlord, and as if the rent paid hereunder were 
the only income of Landlord. In addition, Tenant may take the benefit of 
any law allowing assessments to be paid in installments and in such event 
Tenant shall only be liable for such installments of assessments due 
during the term hereof; 

(c) Any gross receipts or similar taxes levied on, assessed 
against, or measured by, the Rent paid or discharged by Tenant hereunder, 
subject, however, to the requirement that the amount of such taxes shall 
be determined as if the Premises were the only asset of Landlord, and as 
if the rent paid hereunder.were the only income of Landlord; 

(d) All sales or use taxes which may be imposed on Landlord 
or Tenant on account of the leasing, subleasing, assignment or use of the 
Premises or any part thereof by Tenant; 

(e) All other costs, charges, amounts, liabilities, expenses 
and obligations incurred or payable from time to time during the Term by 
reason of, or in any manner connected with, or art.sing out of (i) 
Tenant's estate or interest in the Premises or any part hereof, (ii) any 
right or interest of Tenant in or under this Ground Lease or the 
leasehold estate created hereunder, or (iii) the construction, 
possession, ownership, occupancy, operations, use, management, 
maintenance, repair, restoration, reconstruction or replacement of the 
Premises or any part thereof. 

Tenant acknowledges and understands that this Ground Lease 
will create in Tenant a possessory interest subject to property taxes. 
Landlord will use its best efforts to cause the Premises, as of the 
Commencement Date of this Ground Lease, to be assessed separately for 
real estate and possessory interest tax purposes from any and all other 
parcels of property owned or leased by Landlord or other parties. 
Landlord represents, warrants, covenants and agrees that subject to the 
provisions hereof, Tenant shall only be responsible for the payment of 
those real property taxes, assessments, possessory interest taxes and 
other taxes and impositions assessed or levied solely against the 
Premises as herein described (and exclusive of all other premises or 
parcels of property). 

6.02 Exclusion of Net Income Taxes and Related Taxes. Nothing 
herein contained shall impose upon Tenant the obligation to pay any 
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franchise, corporate, estate, inheritance, succession, capital levy, 
transfer or other tax imposed upon Landlord and measured by Landlord 1 s 
net income or revenue, or a formula derived therefrom, other than taxes 
levied on, assessed against or measured solely by "gross receipts" 
consisting of the Rent, subject to the provisions of Section 6.0l(c) 
above. 

6.03 Proration of Rents. All taxes, assessments, levies, fees and 
other charges levied on, or assessed against, the Premises shall be 
prorated and apportioned between Landlord and Tenant for the tax year in 
which the Term commences and for the tax year in which the Term expires 
or terminates. 

6.04. Contest of Tax Levied. Tenant shall have the right to 
contest the validity or amount of any tax, assessment, levy, fee or other 
charge payable in whole or in part by Tenant hereunder, or to seek a 
reduction in the assessed value of the Premises, or any part thereof, by 
appropriate proceeding diligently conducted in good faith; provided, 
however, that Tenant shall indemnify and defend Landlord against, and 
save Landlord harmless from and shal 1 protect the Premises from, any 
lien, claim, demand, loss, cost, liability or expense arising therefrom. 
In the event Tenant undertakes any such contest, Tenant may withhold or 
defer payment or pay under protest; provided, however, the prior to 
delinquency Tenant shall deliver to landlord a bond in an amount equal to 
one hundred fifty percent ( 150%) of the contested charge together with 
the estimated amount of fines, interest, penalties and other charges 
which may become due thereon, issued by a corporate surety acceptable to 
Landlord, and a protecting Landlord and the Premises from any line, 
claim, demand, loss, cost, liability or expense which Landlord or the 
Premises might suffer· or incur as a consequent of the withheld or 
protested payment. Upon termination of any such contest, Tenant shall 
pay the amount finally determined to be payable, together with all fines, 
interest, penalties or other charges incurred or payable as a result 
thereof. 

ARTICLE SEVEN 

Improvement of the Premises 

7.01 Right to Improve. At its sole cost and expense, Tenant shall 
have the right to construct on the Premises such new improvements as 
Tenant may desire and to alter, modify, remove and replace the same at 
Tenant's discretion, subject to the other provisions herein contained. 

7.02 Condition of the Premises and Right to Use. Tenant has 
relied, and hereafter shall rely, entirely on its own investigation with 
respect to all matters pertaining to the Premises, the physical condition 
thereof, the right to use the Premises and governmental actions or 
approvals applicable to or potentially affecting the condition or use of 
the premises. Landlord makes no covenant or warranty with respect to the 
condition of, or the right to use, the Premises including, without 
limitation thereto, the condition of the soil or subsoil, the condition 
of the existing improvements, compliance of the existing improvements 
with building, health, safety and similar laws, codes or regulations, the 
right of Tenant to use the Premises for any purpose under zoning, 
environmental and other land use laws, codes and regulations, or any 
governmental actions or approvals applicable to the condition or use of 
the Premises or potentially affecting the condition or use of the 
Premises. Any representation or warranty of Landlord as to any matter 
affect·ing the conditions or use of the Premises, whether express or 
implied, is negated and no such representation or warranty shall be 
implied in fact or in law from any provision of this Ground Lease or any 
other circumstance whatever. Tenant may enter the Premises before the 
Commencement Date to make soil, structural engineering and such other 
tests ae Tenant considers necessary. Anything herein contained to the 
contrary notwithstanding, if Tenant is unable to obtain building pennits 
for construction of its intended buildings and improvements within 180 
days after the date of execution hereof, or if Tenant is unable to obtain 
a certificate of occupancy for the operation of a home improvement center 
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retail store with an outside sales area, nursery and pick-up area, then 
Tenant, at any time thereafter, may, at Tenant's option, terminate this 
Lease by written notice to Landlord, provided, however, that in such 
event, Landlord shall be entitled to retain the $12,600 deposit 
heretofore paid to Landlord pursuant to that certain Invitation to Bid 
for development and operation of the Premises and submitted to Landlord 
on or about October 5, 1983. 

7.03 Permit Applications. In connection with Tenant's application 
for permit or permits to the City of Millbrae and other appropriate 
agencies pursuant to Section 7. 02(d), Landlord agrees to cooperate and 
join with Tenant in applying for such permit or permits, wherever such 
action is necessary and required by law; provided, however, that Tenant 
shall indemnify and hold Landlord harmless from any costs or expenses in 
connection therewith. Notwithstanding anything to the contrary herein, 
Landlord shall not be obligated to grant or to join in conduct which 
would result in a dedication of easements or rights of way for any 
purpose, including the dedication of open space. 

7.04 Protection of Landlord Against Cost or Claim. 

(a) Payment; Contest of Lien; Indemnity. Tenant shall pay 
or cause to be paid the total cost and expense of all "works of 
improvement," as that phrase is defined in California Civil Code Section 
3106 or any comparable statute in effect when the work begins, undertaken 
upon the Premises. Tenant shall not suffer or permit to be enforced 
against the Premises, or any part thereof, any mechanic's, materialman's, 
contractor's or subcontractor's lien arising from any such work of 
improvement. However, Tenant may in good faith and at Tenant's sole cost 
and expense contest the validity of any asserted lien, claim or demand, 
provided Tenant has furnished the bond required in California Civil Code 
Section 3143 or any comparable statute then in effect. Tenant shall 
defend and indemnify Landlord against, and hold Landlord harmless from, 
all 1 iability and loss of any kind arising out of work performed on the 
Premises by or on behalf of Tenant, together with reasonable attorneys' 
fees and all costs and expenses incurred by Landlord in negotiating, 
settling, defending, or otherwise protecting against such claims. 

(b) Landlord's Right to Discharge Lien. If Tenant has not 
recorded the bond described in California Civil Code Section 3143 or 
otherwise acted to protect the Premises under any alternative or 
successor statute, and if a final judgment has been rendered against 
Tenant by a court of competent jurisdiction for the foreclosure of a 
mechanic's materialman's, contractor's or subcontractor's lien claim, and 
if Tenant has failed to stay the e'll:ecution of the judgment by lawful 
means or to pay the judgment, Landlord shall have the right, but not the 
duty, to pay or otherwise discharge, stay, or prevent the execution of 
any such judgment or lien; and all sums so paid, and/or any costs 
incurred by Landlord in connection therewith, plus interest thereon at a 
rate of five percent (5'%) per year above the prime rate then charged by 
the Bank of America at San Francisco, California or a successor or 
comparable bank, or at the maximum rate permitted by law, whichever is 
lower, shall be deemed to be Additional Rent payable by Tenant with the 
next succeeding installment of Rent. No such payment or act of discharge 
shall constitute a waiver of default, or of any right or remedy for 
default, by Landlord, or render Landlord liable for any loss or damage 
arising therefrom. 

ARTICLE EIGHT 

Use of Demised Premises 

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

8.02. Compliance with Laws. At its sole cost and expense Tenant 
shall comply, and shall cause the Premises to comply, with the laws, 
statutes, ordinances, orders, rules, regulations and requirements of the 
federal, state and City governments, and all appropriate departments, 
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commission, boards and officers thereof, which affect the Premises, the 
improvements thereon, or any part thereof, whether ordinary or 
extraordinary, including those which require the making of any 
structural, unforeseen or extraordinary changes, whether presently within 
the contemplation of the parties or constituting a change of governmental 
policy, and irrespective of cost. 

8.03. Contest of Laws. Tenant shall have the right at its sole 
cost and expense to contest the validity of any law, statute, ordinance, 
order, rule, regulation or requirement affecting the Premises, the 
improvements thereon, or any part thereof, by appropriate proceeding 
diligently conducted in good faith; provided, however, that Tenant shall 
defend and indemnify Landlord against, and hold Landlord harmless from, 
any and all liability, loss, cost, damage, injury or expense (including, 
without: limitation thereto, attorneys' fees and litigation costs) which 
Landlord may sustain or suffer by reason of Tenant's failure or delay in 
complying with, or Tenant's contest of, any such law, statute, ordinance, 
order, rule, regulation or requirement. Landlord shall have the right, 
but not the obligation, to contest by appropriate proceeding, at 
Landlord's expense, any such law, statute, ordinance, rule, regulation or 
requirement. 

8.04. No Abatement of Rent. Tenant shall not be entitled to any 
abatement, diminution, reduction or postponement of Rent as a consequence 
of loss caused by any present or future laws, statutes, rules, 
requirements, order, directions, ordinances or regulations of the 
federal, state or city governments, or of any other causes beyond the 
control of Landlord, except as expressly otherwise provided herein. 

ARTICLE NINE 

Assignment 

9.01. Definitions. All used in this ARTICLE NINE, the following 
terms shall have the following meanings: 

(a) "Assignment" shall include, without limitation thereto, 
any sale, assignment, transfer or other disposition of all or any portion 
of Tenant's estate under this Ground Lease or of Tenant's interest in the 
improvements thereon, whether voluntary or involuntary, and whether by 
operation of law or otherwise. The term "assignment" shall also include 
any transfer, ·or the aggregate transfer, during the Term, of the 
ownership interests in Tenant as follows: 

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

(2) if Tenant 
fifty percent (50%) of the 
dissolution of the trust; 

is a trust, the transfer of more than 
beneficial interat of Tenant, or the 

(3} if Tenant is a partnership or joint venture, the 
vithdrawal, of the transfer of the interest, of any general partner or 
joint venturer, or the dissolution of the partnership or joint venture~ 

(4) if Tenant is composed of 
transfer of the interest of any co-tenant, 
dissolution of the co-tenancy. 

(b) "Permitted Assignment" shall mean: 

tenants-in-common, the 
or the partition or 

(1) An Assignment to any partnership or joint venture 
of which Tenant is a general partner or joint venturer and retains, 
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pursuant to the terms of the partnership or JOlnt venture agreement, 
active and controlling management of an operationa.1 responsibility for 
the Premises; or 

(2) The acquisition of Tenant's estate under this 
Ground Lease by a Mortgagee or purchaser at a foreclosure sale pursuant 
to the provisions of Sections 11.02(3) through (7); or 

(3) An assignment to: (a) Tenant's parent corporation; 
or (b) to another subsidiary of Tenant's parent corporation; or {c) to an 
affiliated corporation; or (d) to a corporation under co1111110n control with 
Tenant's parent corporation or another subsidiary of Tenant's parent 
corporation; or (e) any corporation into which Tenant may merge or which 
may result in the consolidation of Tenant with any other corporation; or 
(f) any corporation or entity to which Tenant sells or assigns all or 
substantially all of its assets. The provisions of this paragraph shall 
apply to any assignment by operation of law as well as to any transfer or 
assignment resulting from the transfer of the corporate stock of Tenant. 

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

9.03. Conditions Precedent to Assignment. Any'assignment by Tenant 
of its interest in this Ground Lease including, without limitation 
thereto, any Permitted Assignment other than an acquisition of Tenant's 
estate under this Ground Lease by Mortgagee or purchaser at a foreclosure 
sale pursuant to the provisions of Sections 11.02(3) through (7), shall 
be subject to each and all of the following conditions precedent: 

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

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

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

(d) Assumption of Tenant's Obligations. The written 
assignment shall provide that the proposed assignee assumes the 
obligations to be performed or discharged by Tenant and agrees to comply 
with all of the terms, covenants and conditions hereof. 

Ce) Delivery of Executed Original. The proposed assignment 
shall not become effective until such time as Tenant has delivered to 
Landlord s duly executed and acknowledged original of the written 
assignment. 

(£) Participation in Excess Consideration. As a condition 
to approval of any proposed assignment pursuant to Section 9.02, fifty 
percent (50%) of the "excess consideration" the.refer shall be. paid over 
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to Landlord. For purposes hereof, the term "excess consideration" shall 
mean the amount by which the total consideration received by Tenant for 
the assignment (whether paid directly or indirectly, in cash or in kind, 
in installments or lump sum) exceeds (i) the amounts required to be paid 
hereunder, and (ii) brokerage commissions in customary amounts incurred 
in connection with the assignment. Consideration paid for improvements 
to the portion of the Premises subject to an assignment shall be retained 
by Tenant. Any dispute between the parties concerning computation of 
excess consideration, including, but without limitation, the question of 
allocating consideration paid for an assignment between amounts paid for 
improvements and amounts paid for assignment of this Ground Lease, in 
whole or in part, shall be determined fair market rental set forth in 
Section 5.02, with Landlord to be the party to initiate the proceeding by 
demanding arbitration of Tenant's proposed allocation. 

9.04, No Waiver. Landlord's failure to object, or to refuse to 
conset, or Landlord's written consent, to an assignment shall not be 
deemed to be a consent, or a waiver of Landlord 1 s right to object or 
refuse to consent, to any further assignment. 

9. 05. Other Assignment Void. Any purported assignment which does 
not comply with the provisions of this ARTICLE NINE shall be void and 
shall constitute an event of default. Landlord may, after default by 
Tenant, collect any Rent to be paid or discharged hereunder from the 
purported assignee and apply the net amount collected to the Rent herein 
reserved; but no such collection shall be deemed a waiver of the 
covenants of this ARTICLE NINE, or the acceptance of the purported 
assignee as Tenant, or a release of Tenant from the further performance 
by Tenant of the terms, covenants and conditions of this Ground Lease. 

ARTICLE TEN 

Subleases 

10.01. Qualified Right to Sublease. ·Subject to the provisions of 
this ARTICLE TEN, Tenant may sublet all or any part of the Premises; 
provided, however, that: 

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

(b) Attornment. Subject to the rights of any Mortgagee 
under ARTICLE ELEVEN, each sublease shall contain a provision 
satisfactory to Landlord requiring the sublessee, in the event of default 
by Tenant, to attorn to Landlord and, upon notice, to make sublessee's 
rental payments directly to Landlord. 

(c) Prepaid Rent. Tenant shall not accept, directly or 
indirectly, more than three (3) months' prepaid rent from any sublessee. 

(d) Notice. Tenant shall, within ten (10) days after the 
execution of ea~lease, notify Landlord of the name and mailing 
address of the sublessee and deliver to Landlord a true and correct copy 
of the sublease; and 

(e) Compliance With This Ground Lease. Each sublease shall 
require the sublessee to comply with all of the terms, covenants and 
conditions of this Ground Lease. 

ARTICLE ELEVEN 

Encumbrances 

11.01. Of Landlord's Fee Estate By Tenant. Upon not less than 
twenty (20) business days prior written notice to Landlord, Tenant shall 
have the right to encumber Landlord's fee estate in the Premises in whole 
or in part without the prior written consent of Landlord upon the 
following terms, covenants and conditions: 

(1) The instrument of encumbrance shall apply solely to 
Landlord's interest in the Premises and al 1 easements and appurtenances 
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thereto and Landlord shall not be required to execute any instrument 
which would obligate Landlord for payment in whole or in part of any such 
loan or any part thereof. 

(2) Tenant shall not be in default in performance of any 
obligation on its part to be performed pursuant to the terms of this 
Lease; 

(3) The encumbrance shall be imposed for purposes of 
securing a loan provided by an institutional lender for the purpose of 
development and construction of improvements upon the portion of the 
Premises to be so encumbered; 

(4) The proceeds of the loan shall be disbursed as 
development and construction progresses with customary and usual 
constraints and controls concerning disbursement of funds to assure that 
the funds are applied properly for development and construction of 
improvements upon the portion of the Premises so encumbered; 

the encumbrance 
interest to be 

the cost of 

(5) The principal of the loan secured by 
shall not exceed the lender's estimated value of the 
encumbered as of completion of the improvements or 
construction and development thereof, whichever is the less; 

(6) The loan secured by such encumbrance shall be payable in 
full not later than two (2) years after the date of the encumbrance; 

(7) Interest on the unpaid principal amount of the loan 
secured by the encumbrance shall not exceed three percent (3%) per annum 
in excess of the "prime rate" (constituting the rate charged by the 
lender to its best corporate customers) charged by any major national 
bank with headquarters in San Francisco, California; 

(8) The fees, charges and other compensation payable to the 
lender with respect to such loan shall not exceed three percent (3%) of 
the principal amount thereof; 

(9) Under the terms of the loan agreement, Landlord shall 
have the right (a) to assume Tenant's interest under this Lease in the 
event of Tenant's default, (b) to cure the default, and (c) to take 
whatever other steps are necessary to protect its interest in the 
Premises; 

The purpose of the foregoing shall be to provide a mechanism 
for "subordination" of Landlord's fee estate to so-called "construction" 
or "interim" loans from time to time made by institutional lenders for 
purposes of construction or development of improvements upon the Premises 
but not to provide for encumbrances of Landlord's fee estate to long-term 
or "permanent" loans. 

Default of Tenant under any such loan shall constitute a 
default hereunder. Any sums paid by Landlord to cure a default and all 
cost incurred by Landlord in connection therewith shall constitute 
Additional Rent payable by Tenant with the next monthly installment of 
Annual Rent hereunder. No such payment or other act of cure shall 
constitute a waiver of any other right may have by reason of any such 
default. 

11.02. Leasehold Encumbrances by Tenant. Tenant, may, without the 
consent of Landlord, mortgage or otherwise encumber all or a portion of 
Tenant's leasehold estate in the Premises provided that (i) the Mortgage 
or encumbrance shall not affect or become a lien upon Landlord's fee 
estate in the Premises, and (ii) the Mortgage or encumbrance shall be 
subject to each and every one of the following terms and conditions: 

(1) Mortgage Subject to Ground Lease. The Mortgage or 
encumbrance, shall be subject and subordinate to each and every one of 
the terms, covenants, conditions and restrictions set forth in this 
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Ground Lease and to all rights and interests of Landlord hereunder. In 
the event of any conflict between the provisions of this Ground Lease and 
the provisions of this Ground L~ase shall control over the provisions of 
the Mortgage or encumbrance; 

(2) Notices. Tenant shall notify Landlord in writing of the 
name and address of the nolder of any such Mortgage or encumbrance and 
shall forward to Landlord a copy of the instrument evidencing such 
Mortgage or encumbrance within ten (10) days after it is recorded, 
Landlord shall mail or deliver to the Mortgagee or other lienholder a 
duplicate copy of any and all written notices which Landlord may from 
time to time give to or serve upon Tenant under and pursuant to the terms 
and provisions of this Ground lease including, without limitation 
thereto, notice of default or breach by Tenant hereunder; 

(3) Mortgagee's Rights to Cure. A Mortgagee or other 
1 ienholder may, at its opt ion, at any time before the rights of Tenant 
shall have been tet"lllinated as provided in this Ground Lease, pay any of 
the Rent to be paid or discharged by tenant under this Ground Lease or 
cure ay other default of Tenant, and all payments so made and curative 
acts so performed shall be as effective to prevent a termination of the 
rights of Tenant hereunder as payments inade or acts performed by Tenant. 
Any Mortgage constituting an encumbrance on all or a portion of the 
Tenant's interest in the Premises may be so conditioned as to provide 
that as between the holder thereof and Tenant, the holder, upon curing 
any default on the part of Tenant, shall thereby be subrogated to any or 
all of the rights of Tenant under this Ground Lease; 

(4) Mortgagee's Right of Possession. The holder of a 
Mortgage or other encumbrance on all or a portion of Tenant's interest in 
this Ground Lease who, upon default by Tenant, pays the Rent and performs 
all of the other obligations of this Ground Lease to be paid or performed 
by Tenant in accordance with the provisions of Section 11.02(3) may enter 
into possession of that portion of the Premises affected by the Mortgage 
or encumbrance without first having assumed the obligations of Tenant 
under this Ground Lease; 

( 5) Mortgagee's Possessory Obligations. Should the holder 
of a Mortgage or other encumbrance on al 1 or a port ion of Tenant's 
interest acquire all or any part of such interest in this Ground Lease by 
foreclosure, assignment in lieu thereof, or as a result of any other 
action or remedy provided for by the Mortgage or other encumbrance, or by 
law, the holder thereof shall take Tenant 1 s interest subject to all of 
the provisions of this Ground Lease and shall so long as, but only so 
long as, it shall be the O"W"Yler and in po9sesaion of the leaseholder 
estate. assume personally the obligations of this Ground Lease; 

(6) Limitation on Landlord's Rights. Landlord shall not 
terminate this Ground Lease on account of any default or breach on the 
part of Tenant if, within sixty (60) days after service by Landlord of 
written notice of the default or breach on Tenant [and on the holder of 
the Mortgage or encumbrance if Tenant or the holder has notified Landlord 
of its existence as provided in Section 11.02(2)], the Mortgagee or other 
lienholder shall: 

(i) Cure the default or breach if the same can be cured 
by the payment or expenditure of money or, if the default or breach is 
not so curable, if the Mortgagee or other lienholder commences and 
thereafter diligently pursues foreclosure or private sale pursuant to the 
Mortgage or other encumbrance in the manner provided by law; and 

(ii) From and after commencement of foreclosure pays and 
performs all obligations required to be paid and performed by Tenant 
under this Ground Lease until such time as such interest in this Ground 
Lease shall be sold upon foreclosure, or by exercise of a power of sale 
pursuant to the Mortgage or other encumbrance, or until such Mortgage or 
other encumbrance shall be released or reconveyed. 

encumbrance, 
exercise of 

(7) Foreclosure Or Sale. Foreclosure of a Mortgage or other 
or any sale thereunder. whether by judicial proceedings or 
power of sale in the Mortgage or encumbrance, or any 
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conveyance of its interest from Tenant to the Mortgagee or other 
l ienholder through, or in lieu of, foreclosure shall not require the 
consent of Landlord or constitute a default under this Ground Lease. 
Upon such foreclosure, sale or conveyance Landlord shall recognize the 
Mortgagee or other lienholder, or any purchaser at a foreclosure sale, as 
Tenant hereunder. In the event the Mortgagee or other lienholder becomes 
the Tenant under this Ground lease, the mortgagee or other lienholder 
shall be personally liable for the obligations of Tenant under this 
Ground Lease only so long as it remains Tenant hereunder. While the 
Mortgagee or other lienholder is the Tenant under this Ground Lease its 
right to assign this Ground Lease shall be subject to the provisions of 
ARTICLE NINE. In the event the Mortgagee or other lienholder 
subsequently assigns its interest under this Ground Lease after acquiring 
Tenant• s interest by foreclosure, or by acceptance of an assignment in 
lieu of foreclosure, and in connection with such assignment takes back a 
Mortgage encumbering such interest to secure payment of the purchase 
price, the Mortgage shall be subject to, and the Mortgagee shall enjoy 
the rights and be entitled to enforce the terms, covenants and conditions 
of, this ARTICLE ELEVEN and any other provisions of this Ground Lease 
included for the benefit of a mortgagee of all or portions of Tenant 1 s 
interest in the Premises. 

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

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

11.03. Other Encumbrances. Except as otherwise provided in this 
ARTICLE ELEVEN, Tenant shall not mortgage or otherwise encumber all or 
any portion of. the Premises or Tenant 1 s interest under the Ground Lease 
without the prior written consent of Landlord. Consent by Landlord to 
any Mortgage or encumbrance shall not be construed as a consent by, or so 
as to relieve Tenant from the obligation to obtain the express written 
consent of, Landlord to any further Mortgage or encumbrance other than a 
permitted Mortgage or encumbrance under Section 11.02. 

ARTICLE TWELVE 

Waste And Inspection 

12.0l. Waste and Unlawful Use. Tenant shall not make or suffer any 
waste or any unlawful, improper, or offensive use of the Premises. 

12.02. Inspection. Landlord, its employees or agents, shall have 
the right at all reasonable times during the Term to enter the Premises 
to determine whether Tenant 1 s covenants herein are being fully observed 
and performed provided that Landlord shall give Tenant at least 
forty-eight (48) hours advance notice of any such entry and no such entry 
may be made without an agent or representative of Tenant being present at 
the time of such entry. 

ARTICLE THIRTEEN 

.Insurance 

13.01. Public Liability. At all times during the Term Tenant 
shall, at Tenant's sole cost and expense, obtain and maintain a policy or 
policies of owner's, landlord's and tenant's comprehensive general public 
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liability insurance covering, without limitation thereto, (i) fire 
damage, (ii) water damage, (iii) owned, non-owned and hired automobile, 
(iv) contractors, (v) contractual and, if applicable, (vi) host liquor, 
(vii) elevator, (viii) garage keeper's, (ix) products, and (x) completed 
operations liability, naming as insureds and separately protecting 
Landlord, its officers, agents, employees and members of the Coillll\iss ion, 
and Tenant, as their interests may appear, against any liability to the 
public, or to the occupants of the Premises, their sublessees, and their 
respective family members, guests, invitees or licensees, incident to the 
ownership, maintenance, management and/or use of the Premises or any part 
thereof, ar1s1ng from claims for personal in3ury, death or property 
damage occurring upon, in or about the Premises, the adjoining property 
of Landlord, or any fixtures or equipment located upon or within the 
Premises, or in or about any streets, sidewalks and passageways located 
within the Premises except to the extent caused by any dangerous 
condition or any negligent act or omission of Landlord, its employees, 
members, officers, agents, invitees, licensees or contractors. Limits of 
liability under such insurance for bodily injury or death shall be not 
less than Two Million Dollars ($2,000,000.00) per occurrence; and for 
property damage not less than Two Million Dollars ($2,000,000.00) per 
occurrence. Each policy: (i) shall be issued on a comprehensive 
liability basis, shall be cross-liability endorsed so as not to prejudi,ce 
the rights of a named insured with respect to any action against another 
named insured; (ii) may be maintained under blanket policies; and (iii) 
shall further provide for a full waiver of subrogation by the insurer as 
to any and all claims against the named insureds and their respective 
agents and employees, and of all defenses based on acts of the insureds 
or the existence of co-insurance. Tenant shall pay all premiums thereon 
when due, and shall, immediately upon receipt, deliver to landlord 
certificates of insurance evidencing such coverage. Not more frequently 
than once every five (5) years during the Term Landlord shall have the 
right to require Tenant to increase the amounts of such coverage if 
Landlord, in its reasonable judgment, determines that an increase is 
necessary and if the amount of the coverage required by Landlord is 
consistent with the requirements generally imposed under ground leases of 
similarly improved California real property. 

13.02. Additional Insureds. Each of the insurance policies 
required to be obtained and maintained by Tenant pursuant to this ARTICLE 
THIRTEEN shall name as additional insureds the City and County of San 
Francisco, its officers, agents, employees and members of the Commission, 
and may name as an additional insured any Mortgagee provided, however, 
that nothing contained in this Section 13.02 or the Mortgage shall 
relieve Tenant of any of its insurance obligations to Landlord hereunder 
or give Tenant or a Mortgagee any right to use and/or receive insurance 
proceeds other than in accordance with the provisions of ARTICLE 
SEVENTEEN of this Ground Lease. 

13.03. Notice of Cancellation or Modification. Each of the 
insurance policies required to be obtained and maintained under this 
ARTICLE THIRTEEN shall provide that the insurer may not cancel, amend or 
refuse to renew the policy without first giving Landlord thirty (30) days 
prior written notice by certified or registered mail. 

13.04. Waiver of Subrogation. Either Landlord or Tenant may obtain 
and maintain policies of insurance other than those required to be 
obtained and maintained by Tenant hereunder; provided, however that any 
such policy shall comply with the provisions applicable to insurance 
policies obtained and maintained under this ARTICLE THIRTEEN. Landlord 
and Tenant waive, on their own behalf and on behalf of their respective 
insurers, any claim and on behalf of their respective insurers, any 
claim, or right of subrogation to a claim, by one against the other, or 
its agents or employees, arising from any loss, damage, liability, cost 
or expense to the extent it is covered by a policy of insurance 
applicable to the Premises or any part thereof or the respective rights 
and duties of Landlord and Tenant and/or to the extent Landlord or Tenant 
is a self-insured. Each policy of insurance applicable to the Premises 
or the respective rights and duties of Landlord and Tenant shall provide 
for the waiver hereinabove set forth. In the event either Landlord or 
Tenant discovers that such a waiver is not available, it shall promptly 
give the other written notice of non-availability. 
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13.05 Workers' Compensation Insurance and Sociai Security. 
Tenant enters into this Lease as an independent contractor and not as an 
agent or employee of Landlord, as the word "employee" is defined in the 
Workers' Compensation Act of the State of California. Tenant covenants 
that none of its officers, agents or employees are employees of the City 
of San Francisco and further covenants to provide Workers Compensation 
insurance, with employer's liability limits of not less than $1,000,000 
for each accident, and such social security and unemployment compensation 
benefits as may be required by law, and wilt, upon written request, 
furnish to Landlord reasonable evidence of such coverage. 

ARTICLE FOURTEEN 

Indemnification and Non-Liability of Landlord 

14.01. Indemnification and Defense. As used in this Section 14.01, 
the term "Landlord" shall include, in addition to the City and County of 
San Francisco, the Public Utilities Commission of the City and County of 
San Francisco, and its or their respective board members, offices, 
employees, servants and agents. Except to the extent caused by any 
dangerous condition or any negligent act or omission of Landlord, its 
employees, officers, agents, licensees, invitees or contractors, Tenant 
shall indemnify and defend Landlord against, and hold Landlord harmless 
from, any and all liabilities, obligations, losses, damages, fines, 
penalties, claims, demands, suits, actions, causes of action, charges, 
judgments, costs and expenses (including all reasonable architects' and 
attorneys' fees and court coats) of any nature whatsoever which may be 
imposed upon, incurred or paid by, or asserted against Landlord, Tenant, 
the Premises or any interest therein by reason of, arising from, or in 
connection with any of the following occurring during the Term: 

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

(2) The use, non-use, condition, possession, 
occupation, operation, repair, maintenance or management of the Premises 
or any part thereof; 

(3) Any construction, reconstruction, changes or 
alterations or or to, or any 'work or thing done in, on or about, the 
Premises or any part thereof including, without limitation thereto, the 
construction of improvements, or anything done in connection therewith; 

(4) Failure of Tenant to perform or comply with any 
term, covenant and condition of this Ground Lease; or 

(5) Violation of Tenant of any contract or agreement to 
which Tenant is a party or any restriction, statute, law, ordinance or 
regulation, in each case affecting the Premises, or any part thereof or 
the ownership, occupancy, uae possession, operation, repair, maintenance 
or management of the Premises. 

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

14.02. Legal Expenses. When Landlord is the prevailing party, 
Tenant shall pay, and indemnify Landlord against, all legal costs and 
charges including, without limitation thereto, reasonable attorneys' 
fees, paid or incurred by Landlord in obtaining possession of the 
Premises after default of Tenant or upon expiration or earlier 
termination of this Ground Lease, or in enforcing any covenant or 
condition herein contained. When Tenant is the prevailing party, 
Landlord shal 1 pay, and indemnify Tenant against, all legal costs and 
charges including, without limitation thereto, reasonable attorney's 
fees, paid or incurred by Tenant in enforcing any covenant or condition 
herein contained. 
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ARTICLE FIFTEEN 

Default Provisions 

15.01. Events of Default. Each of the following events shall be a 
default by Tenant and a breach of this Ground Lease: 

(a) Failure or refusal to pay when due any Rent required to 
be paid or discharged by Tenant hereunder; 

(b) A general assignment by Tenant for the benefit of its 
creditors; or the admission in writing by Tenant of its inability to pay 
it debts as they become due; 

(c) Either (i) the appointment of a receiver or trustee to 
take possession of all or substantially all of the assets of Tenant, or 
(ii) any act ion or proceeding commenced by or against Tenant under any 
insolvency or bankruptcy act, or under any other statute or regulation 
having as its purpose the protection of creditors, which is not 
discharged within thirty (30) days after the date of commencement. Upon 
the happening of any such event, and notwithstanding any provision to the 
contrary in Section 15.02, Landlord shall have the right, subject to the 
rights of Tenant and any trustee in bankruptcy in such proceedings, to 
terminate this Ground Lease upon ten (10) days written notice (or such 
longer period as may be specified by applicable bankruptcy law or order 
of the bankruptcy court) given to Tenant and the trustee in bankruptcy. 
If under the applicable law, Tenant or the trustee in bankruptcy has the 
right to affirm this Ground Lease and continue to perform the obligations 
of Tenant hereunder, Tenant or the trustee shall, within the time period 
permitted by the bankruptcy court, cure all defaults of Tenant 
outstanding as of the date of the affirmance of this Ground Lease and 
provide to Landlord such adequate assurances as may be necessary to 
assure Landlord of the continued performance of Tenant's obligations 
under this Ground Lease. Specifically, but withoiut limiting the 
generality of the foregoing, Tenant's obligations under this Ground 
Lease. Specifically, but without limiting the generality of the 
foregoing, Tenant or the trustee in bankruptcy shall assure Landlord that 
the Rent required to be paid or discharged by Tenant shall be paid or 
discharged in full at the times and in the manner herein specified. The 
provisions of this Section 15.0l(c) have been included in this Ground 
Lease to assure that the basic understanding between Landlord and Tenant 
with respect to Tenant's use of the Premises and the benefits to Landlord 
therefrom are preserved consistent with the purpose and intent of 
applicable bankruptcy laws; 

(d) The subjection of any right or interest of Tenant in 
this Ground Lease or the Premises to attachment, execution or other levy, 
or to seizure under legal process, if not released within thirty (30) 
days; 

{e) The assignment, mortgage or encumbrance of this Ground 
Lease, or the subletting of all or any psrt of the Premises, by Tenant 
otherwise than as expressly permitted hereunder; or the transfer of this 
Ground Lease to any person, firm or corporation other than Tenant except 
in the manner permitted hereunder; 

( f) The failure or refusal of Tenant to perform or observe 
any other covenant, condition or requirement of this Ground Lease not 
hereinbefore in this Section 15.01 specifically addressed. 

15.02. Notice and Right to Cure. As a precondition to pursuing any 
remedy for an alleged default by Tenant [except for a default described 
in Section 15.0l(c) ), Landlord shall, before pursuing any remedy, give a 
notice of default to Tenant which shall specify in detail the alleged 
event of default. If the alleged default is the nonpayment of Rent to be 
paid or discharged by Tenant hereunder, Tenant shall have three (3) 
business days after notice of default is given to cure the default. With 
respect to any other default, Tenant shall promptly after notice of 
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default commence and diligently proceed to cure the default and shall 
have thirty (30) days after notice is given to complete the cure, 
provided, however, that if such default shall reasonably take more than 
thirty (30) days to cure, Tenant shall commence the same within the 
thirty (30) days and diligently prosecute the same to completion. 

15.03. Landlord's Remedies. If any default by Tenant shall 
continue uncured for the period specified and following a notice of 
default given in accordance with the provisions of Section 15.02, 
Landlord shall have, in addition to any other rights and remedies 
provided by law or equity, the rights and remedies provided in Section 
15.04, 15.05 and 15.06. 

15.04. Election to Terminate. Landlord shall have the right to 
terminate this Ground Lease by written notice of termination given to 
Tenant at any time after expiration of the applicable cure period. In 
such event this Ground Lease and the Term hereof, as well as all of the 
right, title and interest of Tenant hereunder, shall wholly cease and 
expire at the hour of 12: 01 A.M. of the day after the day on which the 
notice of termination is given, or at such later day and time as Landlord 
may specify in the notice of termination, in the same manner, and with 
the same force and effect, as if such date were the date originally 
specified herein for the expiration of the Term. Tenant shall quit and 
surrender the Premises to Landlord on such date; provided, however, that 
notwithstanding the surrender, Tenant shall remain liable as specifically 
hereinafter provided. In the event Landlord gives Tenant notice of 
termination as hereinabove provided: 

(a) Landlord, or Landlord's agents, employees or servants, 
may on the termination date specified herein or in the notice of 
tennination, or at any time thereafter, reenter the Premises and remove 
Tenant, its agents, employees and servants, and all or any of its 
property, by any suitable action or proceeding at law, and repossess and 
enjoy the Premises; and 

(b) Tenant shall also pay to Landlord all costs and expenses 
which Landlord may then or thereafter incur in connection with the 
termination, reentry, removal and repossession; and 

(c) Landlord, on the termination date specified herein or in 
the notice of termination, or any time thereafter, shall be entitled to 
recover from Tenant: 

(1) The worth at the time of award of the unpaid Rent 
which had been earned at the time of termination; 

(2) The worth at the time of award of the amount by 
which the unpaid Rent which would have been earned after termination 
until the time of award exceeds the amount of such rental loss that 
Tenant proves could have been reasonably avoided; and 

(3) The worth at the time of award of the amount by 
which unpaid Rent for the balance of the Term after the time of award 
exceeds the amount of such rental loss that the Tenant proves could be 
reasonably avoided. 

(4) The "worth at the time of award" of the amounts 
referred to in Sections 15.04(c)(l) and (c)(2) above shall be computed by 
allowing interest at the lesser of five percent (5%) per year above the 
prime rate then charged by the Bank of America at San Francisco, 
California, or a successor or comparable bank, or the maximum rate 
allowed by law. The "worth at the time of award" of the amount referred 
to in Section 15.04(c)(3) above shall be computed by discounting such 
amount at the discount rate of the Federal Reserve Bank of San Francisco 
at the time of award, plus one percent (1%). 

(5) As used herein, the term "time of award" shall mean 
eithe the date upon which Tenant pays to Landlord the amount recoverable 
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by Landlord as hereinabove set forth or the date of entry of any 
determiation, order or judgment of any court or other legally constituted 
body determining the amount recoverable, whichever first occurs. 

15.05, Refusal to Tenninate. Landlord shall have the right to 
refuse to terminate this Ground Lease and/or accept the surrender of the 
Premises after expiration of the applicable cure period. In such event 
the obligation of Tenant to pay or discharge all Rent to be paid or 
discharged hereunder shall continue until the expiration or earlier 
termination of this Ground Lease. Landlord may, without accepting, or 
being deemed to have accepted, a surrender of the Premises or Tenant's 
leasehold estate under this Ground Lease, collect and/or sue for the 
installments of Rent required to be paid or discharged by Tenant under 
this Ground Lease as and when the same shall become due. 

15.06. Landlord's Right to Cure. If Tenant shall fail, refuse or 
neglect to pay the taxes, assessments or other charges levied against the 
Premises or any mortgages, liens or encumbrances, the judicial sale or 
which will affect the fee estate of Landlord in and to the Premises, then 
after expiration of the applicable cure period, or before the expiration 
of the cure period in the event of an emergency, Landlord shall have the 
right, but not the obligation, to make any payment required to be paid or 
discharged by Tenant under any note secured by a mortgage on the 
Premises, or perform or comply with any covenant or condition imposed on 
Tenant under any such note or Mortgage, or pay any such taxes or 
assessments (subject to the right of Tenant to contest the same and to 
withhold the payment of the same pursuant to Section 6.04 hereof) and the 
amount so paid, and/or any costs or expenses incurred by Landlord in 
connection therewith, plus interest thereon at a rate of five percent 
{ 5l) per year above the prime rate then charged by the Bank of America at 
San Francisco, California, or a successor or comparable bank, or at the 
maximum rate permitted by law, whichever is lower, shall be deemed to by 
Additional Rent payable by Tenant with the next succeeding installment of 
Rent, No such payment, performance or compliance by Landlord shall 
constitute a waiver of default, or of any right or remedy for default, by 
Landlord, or render Landlord liable for any loss or damage arising 
therefrom. 

15.07. Availability of Remedies. The rights and remedies for 
default provided to Landlord under this ARTICLE FIFTEEN shall not be 
exclusive. Landlord shall have, and may exercise, any and every right 
and remedy herein or by law provided in such order and manner as Landlord 
may, in Landlord's sole discretion, determine. 

15.08. No Waiver. No failure by Landlord to insist upon strict 
performance of any term, covenant or condition of this Ground Lease or to 
exercise any right or remedy provided herein or by law as a consequence 
of default, and no acceptance of full or partial payment of Rent during 
the continuance of any default, shal constitute a waiver of the default, 
or Landlord• s right to insist upon the strict performance of any such 
term, covenant or condition, or Landlord's right to exercise any right or 
remedy with respect to the default or any subsequent default. 

ARTICLE SIXTEEN 

Damage and Destruction 

16.01. Casualty. If the improvements located on the Premises or 
any part thereof are damaged or destroyed due to any cause 'Whether 
insured or uninsured, Tenant shall, within two (2) years thereafter, 
either (i) repair, restore or replace the damaged or· destroyed 
improvements, or (ii) cause the damaged buildings to be demolished and 
the Premises to be restored to a level and clean condition free of 
rubble, wreckage and debris. Any insurance or compensation awarded or 
paid by reason of such damage or destruction shall be utilized for the 
purpose of repairing, restoring or replacing the damaged or destroyed 
improvements or for purposes of razing and clearing the Premises. All 
proceeds of any insurance or compensation awarded or paid by reason of 
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any damage or destruction shall be the sole property of Tenant, and 
Landlord hereby assigns to Tenant any and all right, title and interest 
Landlord may now or hereafter have or claim in and to any such insurance 
proceeds or compensation. 

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

ARTICLE SEVENTEEN 

Condemnation 

17.01. Total Condemnation. 

(a) If at any time during the Term, all of the Premises is 
taken or damaged for any public or quasi-public use under any statute, by 
right of eminent domain, or by private purchase in lieu of eminent domain 
domain, or by private purchase in lieu of eminent domain, then this 
Ground Lease shall terminate. All Rent to be paid and discharged by 
Tenant under this Ground Lease shall be prorated as of the date title 
vests in the condemnor. 

(b) If, after the execution of this Lease and prior to the 
expiration of the term hereof, any public or private authority shall, 
under the power of eminent domain, make a taking, or Landlord shall 
convey to said authority in lieu of such taking, and if as a result of 
such taking or sale in lieu of such taking: 

(i) the area remaining within the Premises is insufficient 
for the conduct of the usual business operations being conducted by 
Tenant or by its subtenants upon the Premises at the time of such taking; 
or 

(ii) there remains insufficient parking or conunon area to 
permit free vehicular and pedestrian access between the Premises and the 
adjacent public streets or between the buildings and improvements 
constructed upon the Premises and all remaining parts of the parking and 
common areas; or 

(iii) the remaining portion of the Premises shall not be 
sufficient in size to permit the construction and/or operation of a 
building thereon in an economically feasible basis as contemplated under 
the provisions of this Lease; 

then Tenant may, at its election, terminate this Lease by giving Landlord 
notice of the exercise of Tenant's election within thirty (30) days after 
Tenant shall receive notice of such taking. In the event of termination 
by Tenant under the provisions of this Section, this Lease and the term 
hereof shall cease and terminate as of a date not less than thirty (30) 
nor more than ninety (90) days after the date of Tenant• s notice to 
Landlord of its election to terminate this Lease, and Annual Rent and 
other charges payable by Tenant to Landlord hereunder shall be 
apportioned between Landlord and Tenant as of the date of termination of 
this Lease. 

17.02 Award. The award in condemnation or sales proceeds, less 
all expenses incurred in connection with the eminent domain proceedings 
or private sale in lieu of eminent domain, shall be paid to Landlord, as 
trustee, for the account of Landlord and Tenant, as their respective 
interests may appear. The priority and manner for the distribution of 
the condemnation proceeds by Landlord shall be as follows: 

(a) Landlord shall be entitled to the then fair market value, 
inunediately prior to such taking, of the land comprising the Premises 
(exclusive of all buildings and improvements thereon) considered as 
encumbered by this Lease (taking into account the renewal options 
available to Tenant) and including Landlord's reversionary interest 
hereunder in the land and buildings; and 
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' (b) 1'he remainder of said award or awards including, but not 
limited to, any award for the value of Tenant's leasehold estate, a 11 
buildings, improvements and site improvements, trade fixtures and 
equipment, shall be paid to Tenant. 

17.03. Partial Condemnation. If at any time during the Term, a 
portion of the Premises is condemned, and this Ground Lease shall not be 
terminated pursuant to the provisions of Section 17.01, this Ground Lease 
ehall terminate as to the portion taken, and all Annual Rent to be paid 
or discharged by Tenant under this Ground Lease after the date title 
vests in the condemnor shall be reduced in the proportion which the 
surface area of the land condemned bears to the total surf ace area of the 
land constituting the Premises immediately prior to the condemnation. 
The award for partial condemnation applicable to that portion of the 
Premises shall be paid to landlord, as trustee, for the Account of 
Landlord and Tenant and/or any Mortgagee of Tenant, as their respective 
interests may appear. Landlord shall apportion the proceeds between 
Landlord on the one hand, and Tenant or Tenant's Mortgagee on the other 
hand, pursuant to the provisions of Section 17. 02; provided, however, 
that Landlord's portion of the award for partial condemnation shall be 
determined with respect to the condemned portion of the Premises, only. 
In such event, Tenant shall restore the Premises and the improvements 
located thereon as nearly as possible to the condition immediately prior 
to the condemnation. 

ARTICLE EIGHTEEN 

Surrender of the Premises 

18.01. Surrender in Good Condition and Repair. Upon the expiration 
or earlier termination of this Ground Lease for any reason whatsoever 
(other than acquisition of title by Tenant or loss of title by reason of 
condemnation), Tenant shall surrender the Premises to Landlord with all 
improvements thereon in good order, condition and repair, (except for 
reasonable wear and tear or as otherwise provided herein) or with the 
Premises in a level and clean condition with all improvements and debris 
removed. All property that Tenant surrenders shall become Landlord 1 s 
property a termination of this Ground Lease. Title to all furniture and 
personal property of Tenant located in or upon the Premises or in or upon 
any buildings or improvements thereon shall remain in Tenant, and upon 
the expiration or earlier termination of this Ground Lease the same may, 
and upon the demand of Landlord shall, be removed and any resultant 
damage to the Premises shall be repaired by and at the expense of Tenant. 

ARTICLE NINETEEN 

Sale Or Transfer of Premises 

19.01. Effect On Lease. Landlord shall promptly notify Tenant in 
writing of any sale or transfer of the Premises or any assignment of the 
Landlord' 11 interest in this Lease, giving the name and address of the 
assignee or new owner, ss the case may be, and instructions regarding the 
payment of rent. In the event of any transfer or assignment of the 
Landlord's interest in this Lease or any change in, or transfer of, title 
in and to the Premises or any part thereof, whether voluntary or 
involuntary, or by act of Landlord or by operation of law, Tenant shall 
be under no obligation to pay rents or other charges payable by Tenant to 
Landlord hereunder, thereafter accruing, until Tenant shall have been 
notified in writing of auch transfer, assignment or change in title and 
given satisfactory proof thereof, and the withholding of rent a or other 
charges payable by Tenant to Landlord hereunder, in the meantime shall 
not be deemed a default upon the part of the Tenant. If Landlord sells 
or transfers all or any portion of its estate in the Premises, on 
consummation of the sale or transfer Landlord shall be released from any 
liability thereafter accruing under this Ground Lease. Any successor in 
interest to landlord shall take Landlord's estate in the Premises subject 
to each and every one of the conditions set forth in Section 11.01 of 
this Ground Lease. Landlord may transfer the balance of the Security 
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Deposit and prepaid Rent, if any, then held by Landlord to its successor 
and, on such transfer, Landlord shall be discharged from any further 
liability with respect thereto. 

ARTICLE TWENTY 

Miscellaneous 

20.01. Notices. All notices, demands and requests required or 
permitted under this Ground Lease shall be in writing and shall be either 
personally delivered or sent by United States registered or certified 
mail, postage prepaid, addressed as follows: 

TO LANDLORD: 

TO TENANT: 

General Manager and Chief Engineer 
San Francisco Water Department 
425 Mason Street 
San Francisco, California 94101 

c/o Orchard Supply Hardware 
1555 S. Seventh St. 
San Jose, California 95112 
Att: Director of Real Estate 

With a copy to: 

W. R. Grace & Co. 
1114 Avenue of the Americas 
New York, New York 10036 
Att: Senior Vice President, Real Estate -
Retail Group 

TO MORTGAGEE: At the most recent address furnished to 
Landlord in writing by Tenant or the Mortgagee. 

Notices, demands and requests given to Landlord, Tenant or any 
Mortgagee in the manner aforesaid shal 1 be deemed to have been received 
for all purposes hereunder upon personal delivery or forty-eight (48) 
hours after deposit in any post office or branch post office regularly 
maintained by the United States Government. Landlord, Tenant and any 
Mortgagee shall have the right to change the address for receipt of 
notice by a notice given as aforesaid; provided, however, that during the 
Term Tenant shall continuously maintain in the County of San Mateo or the 
City and County of San Francisco an office for recept of notice hereunder 
and service of process in any action arising under this Ground Lease or 
related to the Premises. 

20.02. Severability of Provisions. If any term or provision of 
this Ground Lease, or the application thereof to any person or 
circumstance, shall be invalid or unenforceable, the remainder of this 
Ground Lease, or the application of such term or provision to persons or 
circumstances other than those as to which it is invalid or 
unenforceable, shall not be affected thereby. 

20.03. Entire Agreement. This Ground Lease constitutes the entire 
agreement and understanding between the parties with respect to its 
subject matter and the Premises. There are no other agreements, 
understandings, representations or warranties, either written or oral, 
with respect thereto. This Ground Lease shall not be modified or amended 
except by a subsequent writing executed by the parties. 

20.04. Approvals and Consents. Whenever any provision of this 
Ground Lease requires an approval or consent to be given by one of the 
parties hereto, such approval or consent shall not be unreasonably 
withheld unless provision to the contrary is expressly made herein. In 
the case of Landlord, Tenant acknowledges that certain approvals required 
to be provided hereunder shall require action by the Board of Supervisors 
of the City and County of San Francisco. 
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20.05. Headings. The headings of the Articles and Sections of this 
Ground Lease are for convenience or reference only and are not a part of 
this Lease. 

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

Whenever the context 
plural, the plural the 
all genders. 

requires, 
singular, 

the 
and 

20.07. Short Form Lease. Upon the Commencement Date (or earlier if 
required to accommodate Tenant's fiancing as contemplated herein), 
Landlord and Tenant shall execute a Short Form Ground Lease substantially 
in the form attached hereto as Exhibit E and cause the original thereof 
to be recorded in the Official Records. 

20.08. Successors. Subject to the prov1s1ons of this Ground Lease 
on assignment, each and all of the terms, covenants and conditions of 
this Ground Lease shall be binding on and inure to the benefit of the 
heirs, successors, executors, administrators, assigns and personal 
representatives of the respective parties. 

20.09. Connnission. Landlord and Tenant represent and warrant to 
the other that it has not had any contact with a third person which could 
result in any claim against the other for a broker's finder's or similar 
fee or commission in connection with this Ground Lease; and each of 
Landlord and Tenant shall indemnify and defend the other against, and 
hold it harmless from, any claim for a broker's finder's or similar fee 
or commission arising out of its contacts with any third person in 
connection with this Ground Lease. 

20.10. Non-Discriminatory Employment Practices. The provisions of 
Chapters 12B and 12C of the San Francisco Administrative Code relating to 
non-discriminatory employment practices are incorporated herein by 
reference and made a part of this Ground Lease as though fully set forth 
at length herein, the provisions thereof currently in force being 
attached hereto, marked Exhibit F and incorporated herein by reference 
thereto. 

20.11. No Conflict of Interest. Landlord shall not, and shall not 
be required to, pay any money or provide any other consideration of any 
kind whatsoever or employ, contract with or sublease to or with any 
person or entity if such payment of money or provision of other 
consideration would violate or have a reasonable likelihood of violating 
any law, statute, directive, regulation, decision or opin1on now or 
hereafter enacted or promulgated by landlord, the City and County of San 
Francisco, the State of California, or any governmental, public or 
judicial body, agency or department relating in any manner to conflict of 
interest or if such payment or provision of consideration is to an entity 
which has discretionary authority or power of any kind over the 
development, use, or occupancy of the Premises or any part thereof or 
with respect to the enforcement or interpretation of this Ground Lease. 

20.12. Waiver of Future Right to Acquire Landlord's Fee. Tenant 
acknowledges that Landlord has elected to enter into this Ground Lease 
rather than to convey its fee estate in the Premises in order to retain 
its fee estate in the Premises for the benefit of Landlord, and for the 
benefit, health, safety and welfare of the residents of the City and 
County of San Francisco including, without limitation thereto, in order 
to be in a position to meet the needs of future generations. In 
consideration for Landlord's willingness, and in order to induce 
Landlord, to enter into this Ground Lease, Tenant hereby irrevocably 
waives any and all rights it might otherwise have under any law 
hereinafter enacted by the federal, state or city governments which would 
otherwise entitle Tenant to acquire, or succeed to, Landlord's fee estate 
in the Premises or reversionary interest in the Premises. Tenant 
acknowledges that Tenant's attempt to exercise any such right would 
constitute a material failure of the consideration for which Landlord has 
entered into this Ground Lease. 

20.13. Time. Time is of the essence of each and every provision of 
this Ground Lease. 
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20.14. Exhibits. The fol lowing exhibits are attached hereto and 
incorporated herein by this reference: 

EXHIBIT A-1: 
EXHIBIT A-2: 
EXHIBIT A-3: 

Description of the Premises 
Description of Ingress & Egress Easement 
Survey 

EXHIBIT B: 
EXHIBIT C: 

Parking Facilities and Miscellaneous Site Work 
Exceptions to Title 

EXHIBIT D: Percentage Rent Schedule 
EXHIBIT E: Short Form Ground Lease 
EXHIBIT F: Non-Discrimination Provisions 

20.15 Quiet Enjoyment. Landlord covenants and agrees with Tenant that 
upon Tenant observing and performing all of the terms, covenants and 
conditions on Tenant's part to be observed and performed hereunder, 
Tenant may peaceably and quietly have, hold, occupy and enjoy the Demised 
Premises without hindrance or molestation from Landlord or any other 
persons lawfully claiming by, through or under Landlord. 

20.16 Force Majeure. In the event that Tenant shall be delayed or 
hindered in or prevented from the performance of any act other than 
Tenant's obligation to make payments of rent, additional rent, and other 
charges required hereunder, by reason of strikes, lockouts, unavail
ability of materials, failure of power, restrictive governmental laws or 
regulations, riots, insurrections, the act, failure to act, or default of 
Landlord, war or other reason beyond its control, then performance of 
such act shall be excused for the period of the delay and the period for 
the performance of such act shall be extended for a period equivalent to 
the period of such delay. Notwithstanding the foregoing, lack of funds 
shall not be deemed to be a cause beyond control of Tenant. 

20.17 Waiver of Landlord's Lien. Landlord shall not have, and 
hereby expressly waives any lien granted to Landlord, whether statutory 
or otherwise, in Tenant's personal property, fixtures, inventory, or 
stock-in-trade on the Premises for nonpayment of rent, default by Tenant, 
or any other reason whatsover. 

IN WITNESS WHEREOF, the parties hereto have set their 
hands and seals the day and year first above written. 

APPROVED AS TO FORM: 

GEORGE AGNOST 
City Attorney 

B~3klts4t. t&Poc 
Utilities General Counsel 

Authorized by Public 
Utilities Commiigiion 
Resolut~O'fRJ 
Adopted IV f I q £3 , 

''Landlord 11 

CITY 
By 

OF SAN FRANCISCO 
•ties Commission 

By~---------=-=-....,,.....,.~~~~~~ 
RUDOLF 
General Manager of Public 
Utilities 

Attest: &M, 0 ~ 
Romaine S. Boldridge 
Secretary 

(SEAL) 
Attest: 

"Tenant" 

GRACE RETAIL CORPORATION 

By ~ !1:51.&By 
Assistant Secretary Edward H. Tutun 

President 
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EXHIBIT A-1 

DESCRIPTION OF PREMISES 
' 

ii "~ • . . . " 

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

Beginning at a point distant North 39°14' West, 50.08 feet from the 
intersection of the boundary line between the C.M.P. Coleman 175.20 acre 
tract and the Custodio Silva 168 acre tract and said point being distant 
South 53"46' West, 51.63 feet from the westerly line of the lands of 
Southern Pacific Railroad Company. Thence North 39°14' West a distance 
of 255.56 feet; Thence South 53°46' West a distance of 292.25 feet; 
Thence North 34°52'55" West a distance of 75.02 feet; Thence South 53°46' 
West 428.24 feet, more or less, to the northerly line of El Camino Real; 
Thence along said northerly line south 46°53' East a distance of 336.00 
feet; Thence leaving said northerly line and running parallel to and 
distant 50 feet measured at right angles northwesterly from said line 
between C.M.P. Coleman 175.20 acre tract and said Custodio Silva 168 acre 
tract, North 53°46' East a distance of 670.00 feet, more or less to the 
POINT OF BEGINNING. 

Containing 4.7505 acres of land, more or less. 
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EXHIBIT A-2 

DESCRIPTION OF INGRESS & EGRESS EASEMENT 

..... f .. ¥ • ... II. I 

All that certain real property situ.ate in the City of Millbrae, County of 
San Mateo, State of California, described as follows: 

Commencing at the northwest corner of the Lands of the City and County of 
San Francisco leased to Orchard Supply Hard~are in the City of Millbrae, 
County of San Mateo, State of California and proceeding along the northerly 
line of said lands North 53°46' East a distance of 79 feet to the TRUE POINT 
Of BEGINNING: thence continuing along said northerly line ?\orth 53"46' East·, 
a distance of 42 feet; thence North 36°14' West a distance of 2.0 feet; thence 
along a curve to the right with a radius of 4 feet from a tangent,bearing of 
South 53°46' West, through a central angle of 90° for s distance of 6.28 feet; 
thence North 36°14' West a distance of 9.46 feet; thence along a curve to the 
right with a radius of 6 feet, through a central angle of 102°12'05" for a 
distance of 10. 70 feet to a point of reverse curve; thence along a curve to 
the left with a radius of 147.0 feet, through a central angle of 6°59'46", 
a distance of 17.95 feet; thence North 36°14' ~est a distance of 27.14 feet; 
thence along a curve to the right with a radius of 120.0 feet, from a radial 
bearing of North 29°51'09" West, through a central angle of 35°44'37" for a 
distance of 74.86 feet, to a point of reverse curve; thence along s curve to 
the left with a radius of 213.0 feet, through a central angle of 30°07'30", a 
distance of 111.59 feet, to a point on the northerly line of El Camino Real; 
thence along said northerly line South 46°53' East a distance of 64.45 feet; 
thence along a curve to the right with a radius of 18.0 feet, from a radial 
bearing of South 73°15' 36" East, through a central angle of 23°01 '43" for a 
distance of 7.23 feet; thence North 39°46'07" East a distance of 10.77 feet; 
thence along a curve to the right with a radius of 43.00 feet, through a central 
angle of 45°10'01", for a distance of 33.90 feet; thence North 84°56'08" East 
a distance of 31.45 feet; thence along a curve to the right with a radius of 
38.0 feet through a central angle of 58°49'52" for a distance of 39.02 feet; 
thence South 36"14' East, a distance of 9.0 feet; thence along a curve to the 
right with a radius of 4 feet through a central angle of 90", for a distance 
of 6.28 feet; thence South 36.14' East a distance of 2.0 feet to the TRUE 
POINT OF BEGINNING. 

Containing 0.1643 acres of land, more or less. 
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EXHIBIT A-3 

SURVEY 

·, 

" 
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PUBLIC UTILITIES COMMISSION 

CITY AHO COUNTY O.F &!AH FRANCISCO 

approximately 6.752 acres of land at 950 El Camioo Real in 

Millbrae, California, which is exce$a to tne Water Dea>artment•e 

present neada, and 

w~. purauant to the ter!llS <ind con4itiona of CO!Wlliaaion 

Resolution Mo. 82-llO, adopted July 27, 1982, the Water 

Department published an invitation for sealed bids for tne 

purpose of awarding a ground lease of said premises for thirty 

tlG) years for c:olllll'!ercial use and on other terms and conditions 

provided for in the proposed lease1 and 

WHEREAS, sealed bida were received by tne ~ater Department 

from Orchard Supply Hardware, Lucky Stores. Inc., and KTW/C6H, 

which bide included the following minimum annl.lal lease rentals• 

and 

Orchard Supply Hardware 

Lucky Stores, Inc. 

X'N/ClrH 

$150,000 

$144,000 

$136,001) 

WliiRBAS, the values of the three bids and the 

.. 

qu4lif icationt of all three bidders have been considered by 

COmmiasion in ordet to determine tne succeesful bidder; now, 

therefore, be it 

RESOLVED, that this Collilllission hereby dwarda to Orchard 

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

9round lease for collUllercial use of approxi~ately 4.752 acres of 

land at 950 El Camino Real, Millbrae, California, copies of which 
. ..:..;··· 
.. ·. ::1 =""lease are on file with the Water Departmentf. for the term of 

,-.·:.a.~ 
... , ..... -.'\~ 

··-:I .... .-., .. 
;;;';1;..;:•::-I ~ 
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PUBLIC UTILITIES COMMISSION 
ClTY ANO COUNTY OF GAN FRANCISCO 

RESOLUTION No .. _____ _ 

thirty (lO) years and at the minimum rent and overage and on the 

other tereas and conditions contained in said lease, subject to 

confirmation by tbe City•a Boa.rd of. Superviaora; and be it 

fU.l'fH!l:R iBSOLVED, that City•s Board of Supervisors be 

requested to approve, by ordinanceq aw4rd of said ground lease; 

and be it 

FWlTHBR RSSOLVED, that upon approval by the Board of 

Supervisors, the General Manager of Public Utilitie~ is hereby 

authorized and directed to execute said lease. 

9083C 
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EXHIBIT C 

EXCEPTIONS TO TITLE 

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

2. General and Special Taxes for the fiscal year 1982-83, 
First Installment $34.95 PAID 
Second Installment $34.95 
Code Area 14-1 A.P. ~093 220 01 

3. EASEMENT AND RIGHT OF WAY for underground wires, cables and 
other electrical conductors as disclosed by San Francisco Water 
Department Drawing No. B-4051 dated May 2, 1978, 

Affects the Northeasterly 6 feet. 

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

4. 
Between 
and 
Dated 
Recorded 

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

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

5. EXISTING telephone line, retaining wall, 54 inch crystal 
springs pipeline, 24 inch water line and meter box all as disclosed Dy 
San Francisco Water Department Drawing No. B-4051, dated May 2, 1978, 
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EXHIBIT D 

PERCENTAGE RENT SCHEDULE 

Tenant agrees to pay to Landlord as ''Percentage Rental," an 
amount equal to one and one-quarter (1-1/4%) percent of Gross Revenues 
(as hereinafter defined) made in, on or from the Premises during each 
Lease Year in excess of the First Gross Sales Base up to an amount equal 
to the Second Gross Sales Base; one (1%) percent of Gross Revenues made, 
in, on or from the Premises during each Lease Year in excess of the 
Second Grose Sales Base up to an amount equal to the Third Gross Sales 
Base; and one half (1/2%) percent of Gross Revenues made, in on or from 
the Premises during each Lease Year in excess of the Third Gross Sales 
Base. For purposes hereof, the term ''First Gross Sales Base" for each 
Lease Year shall be deemed to mean the amount equal to the Annual Rent 
applicable to such Lease Year, divided by the number ".0125"; the "Second 
Gross Sales Base" for each Lease Year shall be deemed to mean the amount 
equal to the sum of the First Gross Sales Base applicable to such Lease 
Year plus $5,000,000; and the "Third Grose Sales Base" shall be deemed to 
mean the amount equal to the sum of the Second Gross Sales Base 
applicable to such Lease Year plus $5,000,000. 

Example: 

If the Annual Rent applicable to such Lease Year is $150,000, 
then Tenant shall pay as Percentage Rental hereunder an amount 
equal to one and one-quarter (1-1/4%) percent of Gross Revenues 
made in, on or from the Premises during such Lease Year in 
excess of $12,000,000 up to $17,000,000 of such Gross Revenues; 
one ( 1%) percent of Gross Revenues made in, on or from the 
Premises during such Lease Year in excess of $17,000,000 up to 
$22,000,000 of such Gross Revenues; and one-half (1/2%) percent 
of Gross Revenues made in, on or from the Premises during such 
Lease Year in excess of $22,000,000. 

For the purpose of determining the Percentage Rental to be paid 
hereunder, "Gross Revenues" shall mean the total receipts from all 
merchandise and services sold or rendered in the Premises by Tenant, 
whether at retail or wholesale, whether for cash or on a charge, credit 
or time basis (without reserve- or deduction for inability or failure to 
collect) lees the selling price of any goods returned by any customer (to 
the extent that the selling price of any such returned goods has been 
included in Gross Revenues) and less that part of the sales price of 
merchandise which is paid for by the trading in of other merchandise of 
the customer (although the proceeds from the subsequent sale of such 
trade-in merchandise shall be included in Gross Revenues hereunder) and 
further expressly excluding the following: 

1. Sales at a discount to employees of Tenant, revenues derived from 
service charges made for credit transactions, sums received as 
charges for delivery to customers for products sold from the 
Premises by Tenant, sales from vending machines, all sums received 
from the sale of tickets of admission to theatrical, circus, church 
and sports events (but including all commissions and fees paid to 
Tenant in connection with the sale of such tickets); 

2. All sums representing so-called sales taxes collected directly 
from customers, based upon present and future laws of the State or 
local government and collected by Tenant in the operation of its 
business on the Premises, and any other tax, excise or duty which ie 
levied or assessed against Tenant for any Federal, State, Municipal 
or local authority based on sales of specific merchandise sold on or 
from the Premises, whether or not the amount thereof is passed on 
to, or collected by, Tenant from any purchaser thereof; 
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3. The transfer of merchandise by Tenant, or a subsidiary of Tenant, 
from the Premises to another store or a place of business owned or 
operated by Tenant, or a subsidiary of Tenant shall not constitute a 
sale; 

4. Proceeds from the sale of gift certificates or like vouchers, 
provided, however, that when any such certificates or vouchers are 
redeemed for merchandise at the Premises (whether said certificates 

'or vouchers were initially sold by Tenant at the Premises or by 
Tenant at another location) , then the retail price of the goods 
allocable to such redemption shall be included in Gross Revenues; 

5. Donations or sales at discount of merchandise to nonprofit 
charitable and religious institutions; 

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

7. Charges for labor performed by independent contractors outside of· 
the Premises and arranged by Tenant• s ''Home Improvement" and 
''Decorations" Department, but including the receipts from the sale of 
merchsndise from the Premises in connection therewith. 
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EXHIBIT E 

SliORT FORM GROUND LEASE 

Recording Requeated By 
And When Recorded Return To: 

tSO EL CAMINO RE.AL 
MILLBRAE, CALU'O!UUA 

SHORT FORM Ol" 
GROUND LEASE 

Thim GROUND LEASE 1111 made thia --- day of' 

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

OF SAN FRANCISCO, a municipal corporation, acting th.rough 

it.a 1'1.1.blic Utilitie• Com111iacion (the •coramiesion") ("Land-

lord*), and ~--------------~------~ 

("Tenant.• >. 

UCITALS: 

Thi• Ground Lea•• is made and entered on the ba•i• 

of the following facts, understandings and intention• of the 

piu:tiea: 

A. Land.lord ia the owner of all that certain real 

property ("the Premise•") situated in the City of Millbrae. 
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County of San Mateo, Stat.a of California, partic:ululy 

deacribed in Exhibit A hereto. 

8. Tenant desire• to hir• the PrGUai••• frca 

Landlord in •a• ia• condition and to ha~~ the right to erect 

nev ilirprovuaenta thereon. 

c. Land.lord ia villiw.J.to l•a•• the Prmllli••• to 

Tenant and to grant Tenant the riqb.t to erect thereon new 

improveJ11enta [aubject to, and in accordance with, all applic

Ule law• and re912lationa and the proviaiona of- t.b.1111 Ground 

Leaae, ]J provided. that Tenant at its mm coat end ez:penae 

r8Jll0Ve, relocate or r•construct on adjacent real property of 

Landlord certain parking facilitiea located on th• Preaieea, 

(defin•d in Section 2.07 below), all in accordance with 

written plane and apecificatione of Landlord and in a aanner 

eatiafactory to Landlord. 

D. Tenant 1• villin9 to reJaOve, relocate or 

recon.111truct on adjacent r•Hl property of Landlord eaid 

parking facilities and iaprovemente aa requir•d by Landlord 

pursuant to Section 2.07 below. 

NOW, 'l'BEREFORB, in conaideration of the autual 

covenant• and promise• herein contained, Landlord leaaea 

to Tenant and Tenant hire• froa Landlord the Preaiaea upon 

the t.er!B8 and conditiorua 1u11t forth in that certain Ground 

Lease bearing even date herewith all of which i• incorpo

rated herein by reference, for a term of forty (40) year• 
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Tenant havin9 t.he right to extend t.he Term for &n. additional 

period of ten UO) year• 11ubject to llall t.he tenu, covenant• 

11md conditiorura contained in the Ground .~&ae. 

IN WI'nll!:SS WEER.EOF, t.he partie• hereto have exe

cuted t.his Short Fcn:m of Ground teue the day and year f'irat 

above written. 

GEORGE AGNOST CITY AND COUNTY OF SAN FRANCISCO 
City Attorney By PUblic Utilities Commission 

By By 
MCMORRIS K. oow --n=-uoo==L:-F:-:NO=THENB===-E=R=-o=----
Utili tiea General Counsel General Manager of Public Utilitiee 

Authorized by Public "Tenant" 
Utilitiea Commission 
Reaolution No. 

Attest: 
Romaine s. Boldridge 
Secret.u:y 

BY---.,,.....-----------------I ta __________________ __ 
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h it; c rdaluod by t.be Paaph: ot th• C1ty • Count7 cf 5&D ruac:l•cc.: 

Scctle>n 1. Chilpur l2C J.a a.ddRd to tbe $.A!! FnociKo Malnletntt .. Coo to r•ad 

•• fcUove: 

CllAPTD llC 

KOtmtSCllttIWATJDH u raorun catnA.Cn 

Sl!.C- U:C.l. All frop.rtr Cootnch to focl\ldit tlon41Kthtt!ltltiao Pt'aYhtona. 

.Lll contut:t11!1$ •&•net., of tha C:itf ar..d County at Saa F'ratici•i:o. or CAP d•pnt
llW~t th-.ro.a.I,,. acua1 ror or au b.tr.tt .of cb• Ctcy •Dd'. County, •b.all 1aclud• h .t.l 
citu1u•cu, h&n:chte .. e._ hu«"•• cbnt!•••li:m. or ochttr •lf•Cfllt;lllt• f!Q'Wol•tt'll t:.M t«alle, 
tfl!ntal, or other uH of ra11l prop•nty aDd 1a$Jr~_.l'U t\'t•U(.l!G o-t th.it C:h.y .eud County of 
San Fnnchc;o, ror .a ..,..dod uu:itedtq w11nt1-alu (2t) d•r• lb HJ <•hetd.u fUl'. wbec:Mr 
bJ 11ia,iuhr Of C\dlul.t.ttve toa.lrWIDl'a.t, a provhtan abl11•c:J.01 tb9 contractor, tuncht•••• 
hH•• 1 co~e•elou.ah:•• or other p.uo of ••id •are~st. tlOt r;:o diacrlatnau oa tbia 
,cot.tad or b«.au•"' at r•C.*• color~ cr1uuS. -tlon.e.l Qrt1ia., •bc.o11try, ,.,,, ••»-, ite'.n)al 
oruou.t1oa or dtHl>Utr:y •&•fmJt- any p•oon ••-t~iq 1ccomiod.atiout .Ovaat.•1.••• hd
lic:l«•, prlvUe1••• l•Nlt••• or meaberahJp 1D .all tH.1•Jtu1H, 11ocial, or dthar ••Ubltalt
MhU or org....nh4t1ou, op1:raUc:i1 tr'* 01' .. .._b>a U.H cir ••t.d real {n'Os>etty, and o1h.AU 
v111qutr• •o.c.f\ (:Mlll'actor, tt"anchl•••• l•••R•., or cotit:••do.Ml:n to 10C-lw9a a •Wlu: 
pll'o\lldon tn .cU •ubcoauact•. oubhit•••• or olhu aubi>rdiNt• a1u.-at.11 IOI' 6 pefiod 
••cHdtq tw•u.ty-oia. (29) d•)'• h1 an1 uhodH :rur. ""1•lb.•r by •'lR&Uln ar ciauhHn 
tut rum.at• let, avatded 1 N&OUac:-.d or u1..te:r:l9d tnto tbor•ubder, 

~· DdhdtiOQ. 

A.a u-.ad 10 t.hta cbaptcl' the tent.: 

"Ac•" fqr the SJVTpO•• or ecebeublp uhu to •wt ab.Ill tncll.Mi« 11ny P<tnon wbt:J ti.• 
ettdall:d CM &ga ot •:lt.btHn (U) )l'••U• n:e•pll tor b.ot:i.a Ude Hnt.ot c.ttino ot1•n.1u ... 
ttoaa. 

"'Cm:ttrac;t" ahdl llllf.&C and iodud• a1J •&'nnMIDt to OP<t¥'•U frl'Je 01' Mb u .. 111f 'e•l 
property ot tM Chy end CoWltJ ot S.P tnu.chco 111 tb• ()p.-UUOh o-1 • bUUDllH, tM>Cial. 
or ot:b.i· ••UbH•~at or ot'aatti.tatlon, 

"Coa,r•ctor .... .,ca ea.1 JHti:'llO• or 1Hfl'MUli•• tt.n.. p-a.nDlirll'btp. corpor•Uioa~ oc co.bl
n.atton (hereof• vho eut•U int;o • col\trHt U> openu fra. or NU UJ!• ot r1Hl prop•1'tJ 
,,, O• CH)' a.Dolf (bu.Dey o[ Safll Fl'&tl.C:t..eo tn tb. op•nOoo ot • buatCMiH, •eoett.1. or other 
"t11.b1'•hwnt •f •r1•n~u.tlaa.~ 

"Subc~tr.ct" 1h•ll wa1:1, a.n..i tnch1.ct. •n egre•lM!n.t or eonU•ct vnd•r or aubor41Mt• 
to a prt .. ieotituct • fr.tnd11••• lc.1111•. C>t eot1c•111•11n\ to op<111r•l• ft'R .Of" aak• 'H• ol r~l 
p~1ftJ af tha cu,. •ad Coun'C)' .:it S.n rranchco ta t:hlt O'JMt&tloa at • ~•IMH, 1oc-ial 
OI' otb•r iut&bU.dmuu. or ort•n1utJon. . 

"Y.oncHai~ .. foc:lud.u • gn7't of Sand .c-r othe:r property by or oo b•h•U of th• Cltp 
rand Cc>u-Dty of !•n 1t.enelu:o to a p•u.oa for th• pw:rpi:i-u- or iu11e •PoKtUctd tn add grant.. 

"Conc•••io-ndr-e"' 11h.t1. aoaa •nil tnclli3'!.- • p.erao~ vho h tb4 sr•tt.u• or bltndic:L•rJ 
of • t:oneoetoe; .ea hitnh daUa-4. 

"'1u1nchtM" •hall w•u aid 1a.ctud.- a riaht. or p1'ivU•1• conhn•• by ar•nr fro. the 
City 4ad County of S.n rrauc.t~. ar aft1 contt•crttaa •&•~1 tts."Jiwt, and v••t•d tn and 
tua:thorb1ii.a. ., plfaoc to ceedoca. •vch bu.tfMH~ tiOCbl. OT otber a<:Uvlt7 •• la •p•c!fhd 
!ia Uid 11'ADl. 

.. ,u!:ld5b•• .. •h-11 -.a end hclw.M • f'lt..OU who ll tl\6 8'1'HtM or b*"*ftct.ry of 4 
fraocbtae •• hcula cl.aUa.4., 

.. lutrtaiea~ ... ahal l ••n •ad lnclu.ita a coo tract. fTenehisa, l.e•••, eoac«a•toa. or attar 
,al'l'en.aac. to cpt!r.n• boa or -...u un of u.1ol pra,..rty of ttw- City aNt Co~tJ .-,,f S..n 
F'ra.adt-i::o ~ th• o,...ntioo ol • budDJ11••· •odd or otlwr Ht•blOhlMl:nt or or1.Ardut10tt. 

'"L«•H .. oball $1'&n and taclud• 11 t"m::tU'.ilct i,.,, whtcb th$ (Sty aod Cou11t1 ot Sao 
F'uochca, <II' &nJ "°btt'at:Cl'l.7.f: iiSSGt.:J thu4tat, lf'DU to 8 pqi!T..oQ tbe t-.potuy po•Hadan 
aii4 uae of pu..-rtr • fot e....,ro. ~ tbs laun •SI'••• to ratul'lt tbAt .... to tbl hraitr 
41.t a futur• t.U., 

·i.. ...... .ah4U .... IJis4 fft1:1ud• a pu·BOSt or u-mi.;..at t4i:J..ag po•.-.don of rul propau:r 
~ .. a 14..., u her•" psondod~ 

"Subluu" ab.all .ua t.Nl iatl~• • luu by vh.1eb a h•• .. or hnHlr 1uau 
or htl to •aott)tir ,..n= pcTt r1l' .. u. ot tll• h••M ud ~npnC.7 (n • 1Mru" i.n 
~ 1,mde:r vhtcb •al.cl l•••c• or- tftlADr: ratd.lt• ...., rt,:br: or tat•rut ~., c.ba 
lld&IU..1 hr..aH • 

.,ll.H.l Fu1pUtJ" Jhall .... D pd latl\MS• hod 1D Mhicb tbo Clt, f,f\od to.inty Of 
Su F'unduo holda • h1al Jatcrcu au.d lsprave81r1)t• to ••id rul pnpu-t)'. 

"So." •h.U IH&li th• Ch•UC.tier of "Jt11 -i. Dr 1-..i •• 
.. Sitx.ual OrUat•UOll"' •hdl .ua 'l11 choice of hum-a ad~lt •uwi.J part~T urcTdfn1 

io 1end•t • 
.. 1>taabilit7" h • phydc.al or twf'Ul &epti.-..at ..tttch u .. cot .,.tit. th« pt:U4JI 

lnc•pabh of ... uftj \JH of tht "co.-ad•tioa.ii, •dva11c.a1u. bdliUH,. prblle1u. 
HJY1c•• ar aaherab!p tn bud:&Ut. K<-Ul 01' oth•I' •U•hlht..'5.t• or Qt'l•nu ... cU:nia 
vHb a 1"H90-a.t.hh ecc~•tloa to hl• or hr dtHbU. h1, •l'id do•• QOt uk• th pu.tan 
tncap•bh of uktna •vc.h ..... la • -..ua1' .tltc.b ""1Uld ut: itil.dH•n ble Ot' h•r bsdtb •l\d 
c&fet7 or tbc Mdth end uf•tY of och•n, 

i..ro1:no1.rlt" •hall .. n th• ,.noo or pertiON, fin. P-"CUT•hJp, cor-pontiop Gt' cOllbl .. 
nation t~uat vho 1111t•r into • contrKft ftaodli1u, hHt, COl\CH·•tOll i11r otb.n' •atff
MDt :1Dvol¥tn1 th4i hH•, nsi~•l or ath•r u. or rul p~u,. and 1aprO't'C99ftt• tb•uon 
of the Ctt7 ud Couot1 at San Praad.~. 

SU:, UC.), VawHsut.tn.Uoa Pmwiaiou of Proertt Coutracc:e. 

tvuy ~oatraet • franchtH. laa.s• • conc•utoo or Olha-r •1r•...a:nt •ntu·lidl :lnto by ~ 
•a•nc.y cf tbs CU.7 and Couoty ot Jan rn.ochco. ot •Py 4•parc.at tlM1t60t., tiwol•ba 
th.II l•H•, rc11tal, or othH' 1'H of n•l pr~p•rtJ 1ad t•11rov .. wnt. th•reaa ef th.a Cuy 
a.ad Coucty of S..a. rraac:hco lor • parto4 ncH41DI twat11ia.e (U) 4.-t• la aay c:dtmd.ar 
yur, vbetbcr by deplar o.r c:mml•U•• tutt'U*llct. a~ll <:•&Ub tit. p"ttn'i•tsma 
followina, vhtcb 1bll t.1111 ~ u cM ibOadUcrtataatto. J'TW:hiorut cf llUC• 1,noputy 
cot1tract • 

In t!M puror.anc• of tht• CC111.uact. th• t•nanc: ••'* .. •• foUwa: 
(a) the teo•O-C or •ubteuac will not cli•crlainat• .a1aJn11t ADJ ,.. .. 1Mn:I ••&1k1•1 .ac~ ... 

dation•. adY•at:•1••• f•~illti••, pr1v1l•1••, ••n'ic•• 1 or ..-•r•b:lp i• t.bai bu.llhia••• 
•~hl etr othn Ht.•b1hhNnt or or1..oh•tioa opan.tlld by tb4 t•unt ar •ulltltt\aftt ~ tb 
nal pYOperty o.f t~ Chy and County of San Pruch~o. oa th* trou.ad ar MU\&.W of r.--e•. 
color, cnft, natioul Ol'l&in, ar.c:•1tey, •••• Na. ••a:u.111 oriaohUol'll, Di db-1iiUL1· 

(b) Sbtn:iU th• t•n•n' at 1ubrenanc. ap•r•U •• • a.mebtnhtp oraPhetton, tb• tet:Mttl 
"Ill pendt •cc.u to hh .. llbn•htp l"•Cll)tda~ l'\lha, UJUlauou awl other pittUMDl 
dolt•, bJ the ewndt.na authodt1. or t?Mi Sac. 1ratte.ia.co 8laP U&bU ~SHioo. for tb.t 
puq>oH ot iaveaU1•tJn1 to ... e•rbln c09plf•ac:• vttb thlt. nond1H"l.t•tnat$.IHI pro.,tlfou 
of thl• c~racnct.. eiid an Taquut provid• ••idH.c"• th.It t..1 or rill ~ly v1tb ttN noe
dlKrtatnatton prov .. ton• 6f thJ• ieonttut. 

(c) That OD&DI: Dr •uh tenant 1hol.U bo d•....t to b.rta brua....t thil DOGdhcrUaiA&1.l.oe 
pro•h!OD• of t.bi• coan·•c.t v:poa1 

(1) A fln.itln1 by th• Mrector ot tM Sao PtHiChcD Htmaa R:l&ht• cei.tuton or 
•Qeh othu oftictal Mho uy 'b11 d. .. !111at-.d b1 lb• a--.n. ll&"hu Caaa!Htott. th.tt 
tera.wt twie rilhllJ riobltd 11w;b GOAd:lecrialoation pr<wlr1doM, 

(?) Upon 11Ueb t&ndh1 by th• Director of t.h1 Nuaai:i 1-.t1hu ~baton~ or ot.ber 
ofUciaJ. duttu.Hd bp thtl U:u:aan 1:1ahta Coa.JHloA, tb1 avardlca 4lluthOrU1 1hli1l 
noUtr t40Ult, or aublea•at tbAl uul.e., hf dt:ao:1Htah• lo thm ••lhhc.U.on. af t.,,• 
ntne'toT <lf t.h• S•l'li hauduo Ruu.a ttahu C:0..1H1an °' etl1*1' ofHctal tledJ"M.tltd 
by the Yoaan 'l.11ht1 ec..intoa. wtthta Hc:ll ua50llt.b1- ?•r1Pd .. t.M tkaaA R.i1b.u 
C~adoo eh.all d4iter..lnc, thu ~NI vJoltU&n bu Na corHcr:"• act!uia vill :be 
t&b:o H fft futb ln aubpar.9uph (d). 

(l) Doi HUMn 111bt1 c.o.:.teaJ:on •h•ll • within nn tlaJ• o( tM Nt• of iH11act• 
ot any flndiaa br th• l)lrectcr of tho lkiMn Utht• Com&lH.ltie or otbe:r afUdd 
da•t&!141t.rd tty tM ec..s ... tco ta th-41 udorca.-r: of tbte cbapts.-, .. u to •Df prusoo 

:irc!':7 h:~~r:: :! :;!!_.~~od!::~: !:P!P:~:4!:.!1::!'::i~o::t!:::t~:hv~:'~:: 
Cbe'lr.an "2ftM Comabdoa vtthla 20 d.111• of tb4 Ut• of Milin.a ._,., e-opy •od oottca. 

(4) Fur pUTSM>H• ot lt.Pf>llal pr(ICf;tUUGB• u•dar tbh ••t:UCMn, • lfUONll •h•ll Co:l• 
•t•r of dgbt aca~u of th.II C'*lhdon. the vote of tht Mjottt)' e1f thir full 
Comihalao •h.ilJ l>I MCHHtJ' to &tftrti,. rn•u• or aodlf)' ~b d•c:i•1on•. crdH' or 
othtr &ettoa t'lmdt-ud hu•uad•;.·. !'.hould • -.bar af th.I: Ba.-.n U4hh ec.a.t .. toa b4' 
rkd.1;1u1red undu S•Ctt<H! 125.2 (it) U) of tllia aunnct.. th.41 u.l.taeiocn .,., oot 
P•tUc1pat• _lo itn 4PJHtd Q!lllMlr cAh ... u100 t:U:ept H • vii ..... 

"' -:r 



~ ..... 

(5) ThiA pn11idlns offlcet of tbt Comiutoo aball hli"H tt.. f0¥9f ttl adUcatator 
ouhe to "1.toe•••• in appeal• bafaf'll the COllll9h•hm ODd•t thls ••cUon. In th• 
e'l"ent th.at any pu·tDOa ah.Ill faU Ol' HfUH to •PJW:•r u • vltne:ftf h an7 •ueh pro ... 
ccedlnt after tietn1 nqa.ttflt to do '°• 1ad U It thall •ppeu to th• CONhtlon 
th•t bh U•ti1mn7, or booQ• nrcord• 1 doc1.meou or qth•S: thlnga und•r hh ccmtrol 
an catettal 1'1d tdCYant •• nldanc• f.a the .. tter under coMideutlcn by l:ht!: 
Coma1Hioa 1o the proce"it\I• th• pn9ldin1 ofrlcer of the CORalHton NJ •ubpc:iPna 
auch ,.rsao 1 r~utrlna hh preHnce at the procerdtn1 aod requiring hlm. to bring 
aucb boob. ncarda 1 docUM:nU or oth ... thin&• undar nte control. 

(6) All .,-pub to ti. 1luaors Uahu ~ ... too •h•ll bo opitn ta pobllc 
tn.ape:ct.toa. Upon ruchlng • daclalaa ta anJ appul. the eo..htton aluill give 
ttitteQ notice th<tt'eOf to the Director of th• !NiMn ltthU C.,_.lHlon. Of othH 
offlc.bl dHignated bJ the H119M1n Kighu C.0-le.ton, and the appellant or appdhota. 
The dechln of th• ComalHioo ahll be find •nlcH wlthln 15 day• ot th• flltna 
•nd Mni.c:• of ttlttea noti.ce thereof appropriau h1•l proc .. ·d1op an filed to 
a covrt of co.peteat Jarbdtctioa b1 any pHtJ to thh coatract, 

(1) U any unant aT •ubtuu1nt icmder coouact to ttM: City aod Cou:Qty of 
l•a P"ranctaco •h•ll fail to appemr at &ti •w-•l procttdlq or th Co.d.HlOU attn 
h.evtna b••n zhen vru.u.a. notice to appear, auch failur• to •PP•• •h•ll be around• 
fol:' cancelhtJon of the cootuict or auhcantl:'act •nd such tenent or aubtenant ah•ll 
bCI det99d to haft forfeited all rtsht.. bendtU and prbtleitH thereundu. 

(8) The Baun llsbta CowiiHtoa of ha fraoctoc.o ah.dl .,t'OWUlgat• rulH aad 
HRtdactou for th• t11ple.ot.nlo11 of the oondt.crtlld·uttoa prnldon• of thia 
contract, aod auch rule• H.cl ngulatlon• 1111ba1l, .o f.-c· H practicable, " •l•llar 
to t.hose adopted to applicabl• federal aaecvtl'l"t order•. 

(d) A bruch of th• aodllcrt•tnu:lon fToYblon• ta tha padonance of thh coritnct 
abel l ba deea&d b7 the Ctt7 and Count)' of San h'anc:l•co to be a -terhl b~uch cf c.,,o .. 
t'l'mct and baala for daurainattcm bJ tha off tear, board or a-rdtn!' authortt7 respooat-~ 
bll! for th• •-rdtn1 of lettln1 of each contract that th• t.nant or aubteruint lt 111 ' 
hn•poo1ible teuant, la••••• fr•nchl••• or conceHlondrit aa to all future contncta 

!:r t!ohe (;;«,:!r~e;!.~~~==~· or s:::i~·~!~r:.;:b~:;:u::•::r:;a!!t °:' ;,~~.: ~=r~~ 
foi-a.f.tJ' with th• oondbctlalutloa pr°"blooa of thh contnct, be dlOfftd to act •• • 
hG11at Of aabteDaat limd•r any coatract lDYOhti.01 th• le•••• rental ar oth-r uu of real 
prope:rtJ aod 1.,ro~ou th•r901l• of the C1t1 and Countp of 9H1 rreACleco. 

(e) Nothing contained la thi• coatract •hall be con•trued la any aanner 1c H to 
prevent th• Ctt1 aod Cowitr of San Pr•ac:lno hoa punulnl an7 other rt>•edi•• that .. , 
b4 ••allable •t law, 

~ hM.n liahte c:.o.iHloa Plapa!!rad. 

the Sc 'Fr&r1cl•i:o Buaitm l.l&ht• eo..t .. toa, h• pHeldlq offlcn- aod tta dinctOT 
tre h•nby 1raotcrd tho pcN'!f to do all .cU sod aae:rdM all pcrwrt referred to la 
5.ecUon 12C.2 hutof, 

~· l'w>din1. 

Th• loard o( Supervttore th.di epproprt.ate ncb foMa fl'09 tfta 1-oeral fund of tha 
City •nd Cou:at1 of Saa h'anclaco 1 aubjl!Ct to bud,.t.atT and Uacal P""'latom of th• 
ctwirur • at 1t •1 d.,.. atteH&l"J for enforceacnt of th la ordinaaca. 

~· kftrabtlity. 

tt c.a1 ct.vH, H11tcace, ptlHJ?'•Ph or part of thh titl• OT tho •ppllcation thut
of tD eny 'J>litaon or c1r1:: ... ll:ancH ah.all, for ary nuon~ ba edjudgad bJ • c.outt of 
cnip.tttnl jut"hdtcUoa to ba la.alld. 9Ur.h jurUdlctlon •hall not •ff•ct. t.p.alr ar 
tnn.lidat• tb• r ... tndu of th.it ch9.pur. 

fl.not , ...... ...,.bf\Ulry zs, 1971 
ApprO"ffd b1 Hayor-Har-cb 11. 1977 



"t • l\Irended in Cmte. 4/11/84.l~ 

FILE NO. ORDINANCE NO I K-1. .. i'~ 

(Ground Lease) 

•. 2 APPROVING AWARD OF GROUND LEASE BY PUBLIC UT!LI'I'IES COMMISSION 

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

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

6 Francisco: 

7 Section 1. Award by the Public Utilities Commission on 

2/11/94 8 
ns 

· November 8 / 
Grace Retail Corpqration . 

1983, to ~t/:lrl4t~/f.1~pp/11~/~/Jtftvl~t#, a Delaware 
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'< .t . '1 ". '. 
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21
1 . 

22 

23 

2-4 

25. 

26 

21 

28 

corporation, as the highest, qualified bidder, nf a ground lease 

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

for a term in excess of ten years and having anticipated revenue 

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

hereby approved. 

APPROVED AS TO FORM: 

GEORGE AGNOsT·, City .Attorney 

..... ,, 
9116C 

". 

•I~ • ~ • 

. .· 

. 
'•! 

RECOMMENDED: 

PUB LI COMMISSION 

By~~------~~~~~~~~~ 
General Manager of Public 

Utilities 

, '. ~ . r 



Passed for Second Reading 

Board of Supervisors, San Francisco 

APR 16 1984 ................. .:a~ii:: .................... . 
: ' ! : . 

Ayes: Supervisors .-Hongisto, Kennedy, 
Kopp, Maher, Molinari, Nelder, Renne, Silver, 

jMtJ.KER ~'. Wu1d. 

Hus: Sapex visors.;-,., ............. : ... : ..... . 

• .. ':. • ~ ' • ' .. • ' • • • • .. • • • • • • • * ' •• ~ " .. • • • • • • • .. • • • ' ., • 

, . . _ ·, BRrn\'·1 

V~ARO :~ 
Absent. Supervisors ............•.. · ........ . :.!I. . •• 

.......................... Clerk 

/Cfl/--S . 
Q..:'~ - ~ .......... . 
File No. Approved.' 

Read Second Time and FinaJly Passed 

B~'tft t:f '1f4viaors. San Francisco 

A S . BRITT! H . t K . d yes; upervlSors ~ . , ong1s o, enne y, 
Ko~, Maher, Molinari, Nelder, Renne, Silver, 
m mu•: Ward. . : . . · 

+fsu1 S ·pu ituu .......................... . 

" , WALXER :: . · 
Absent: Supervisof. '· ..... ~ ...... · . ·· .. :J. ·.: · ; · · . 

I hereby certify that the foregoing ordinance was 
finally passed by the Board o Supervisors of the 

'ty and County of co • 

....._.....,,,,
11

• tl: A .. / ............ Clerk 

./) Lf//11~/I~~ 
/, , ' 
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PUBLIC UTILITIES COMMISSION 
CITY AND COUNTY OP SAN FRANCISCO 

WHBRBAS, the San Francisco Water Departlaent owns 

approximately 4.15' ~cres of land at 950 El Camino Real in 

Millbrae, California, which is excess to tne Water Department's 

present neede, and 

w~. pursuant ta the ter!JIS and conditions of COQ!Jlliseion 

Resolution No. 82-310, adopted July 27, 1982, the Water 

Depa,rtment published an invitation for sealed bids for tne 

purpose of aw4rdin9 a ground lease of said premises for tnirty 

(30) years for COIMlercial use and on other terl'.11$ and conditions 

provided for in the proposed lease1 and 

~HERBAS# aealed bids were reoeived by the Water Department 

froia Orchard Supply Hardware, Lucky Stores, Inc., and KTW/CiH, 

which bids included the following minimu• annual lease rentalsa 

and 

Occhard Supply Hardware 

Lucky Stocea, Inc. 

l'N/C'H 

$150,000 . 

. $10,000 

$ll6,000 J:. 

t._. 

WH2RBAS, the values of the three bids and the 

qualification• of all three bidd&rs have been considered by 

COmmisston in order to determine tne successful bidaer: now, 

therefore, be it 

RESOLVED, that this Commis~ion hereby awards to Orchard 

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

ground lease foe co1D111ercial use of appro~imately 4.7Si acres of 

land at 950 ~l Ca•ino Real, Millbrae, California, copies of which 

_::lease ace on file with the Water Department!. for the term of 
<V 
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PUBi.&e:: UTIUiiES COMMISSION 
CtTY A.ND COUNTY OF BAN FRANCISCO 

RESOLUTION No. 

thirty {30) years iiDd at the zinimu• rent and overa9e and on tbe 

other tec11& and conditions contained in said lease, subject to 

confirmation by the City's Board of Superviaorai and be it 

fURTSiK RBSOLV&D, tbat City's Board of Supervisors be 

requested to approve, by ordinance, aw~rd of said ground leaaea 

and be it 

Ji"URTH&R RBSOLVED, that upon approval by the Board of 

Supervisors, the General Manager of Public Utilities is hereby 

authorized and directed to execute said lease. 

9083C 

.. 

I hereby certify that the foregoing rewlutiot1 was adopted by the Public Utilities Commiuion 

at ii.I metting of _____ NUVEMBE~ffi . • 

'"'"'"• Mi;. U<;w;., Comm~ 
' j ~ 
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ORDINANCE NO. / 8" ol." lf y f 

(Ground Lease} 

APPROVING AWARD OF GROUND LEASE BY PUBLIC U'l'ILX1'IES COivtMISSION 

FOR A TERM OF MORE THAN TEN YEARS. 

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

Francisco: 

Section 1. 

November 8 r 

Award by the Public Utilities Commission on 
Grace Retail Co:i::pqration 

1983, to ~t/:lrlf!.tfJlf.lt/.~P/l/l/V./ltKN;fttf;;!, a Delaware 

corporation, as the highest, qualified bidder, of a ground lease 

of 4.757 acres of water Department land in Millbrae, California, 

for a term in excess of ten years and having anticipat~d cevenue 

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

hereby approved. 

APPROVED AS TO FORM: 

GEORGE AGNOST, City Attorney 

;: . 
9116C 

: ' 

RECOMM~NDED: 

PUB LI COM.M.ISSION 

General Manager of Public 
Utilities 

'• 

r . 
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SHORT FORM OF GROUND LEASE 

This GROUND LEASE is made as of this Z6IJ.iday of hPR.\L , 

1984, by and between the CITY AND COUNTY OF SAN FRANCISCO, a municipal 

corporation, acting through its Public Utilities Commission (the 

"Commission") ("Landlord"), and GRACE RETAIL CORPORATION, a Delaware 

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

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

RECITALS: 

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

following facts; understandings and intentiona of the parties: 

A. Landlord is tn~{i:ner of all that certain real property 

\- n f' 
("the Premises") situated in the City of Millbrae, County of San Mateo, 

State of California, p~rt,i~·{l~ d1gc~ibed in Exhibit A-1 hereto and 

shown on the survey attache·~ hereto as Exhibit A-3. 

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

is" condition and to have the right to erect new improvements thereon. 

C. Landlord is willing to lease the Premises to Tenant and to 

grant Tenant the right to erect thereon new improvements [subject to, and 

in accordance with, all applicable laws and regulations and the 

provisions of this Ground Lease}. 
"'\. 

\ 
NOW, THEREFORE, IN CONSIDERATION of the mutual covenants and 

promises herein contained, Landlord lesses to Tenant, and Tenant does 

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

conditions set forth in that certain Ground Lease bearing even date 

herewith all of which are incorporated herein by reference, for a term of 

thirty (30) years from the Commencement Date of tl\~ \ f\8\- , 
with Tenant having the right to extend the Term for two (2) additional 

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

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

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

of the Ground Lease and any Extended Term of the Ground Lease over a 

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

immediately adjacent to the Premises, said easement area being more 

5422A-030284 
ORIGINAL 
~~~~.~~.~R'.'.····:~~~~r~°c: 
COUNTERPART$ 



• • 
particularly described on Exhibit A-2 and located within the area shown 

on Exhibit A-3 hereto and designated thereon ae "Ingress & Egrese 

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

subtenants, customers, employees, invitees, licensees, agents, and 

contractors, in the conduct of its business, and any motor vehicles used 

in the conduct of business to and from the Premises onto El Camino Real 

at the signalized intersection. 

IN WITNESS WHEREOF, the parties hereto have executed this Short 

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

APPROVED AS TO FORM: 

GEORGE AGNOST 
City Attorney 

Bya1lauw CN.fkv 
McMORRIS M. DOW 
Utilities General Counsel 

(SEAL) 
Attest: 

''Landlord" 

CITY 
By 

By· ____ ..!,..Lt.;:_:_;~,::::::::::::::=-~~~-
RUDOLF NOTHENBERG 
General Manager of Public 
Utilities 

"Tenant" 

GRACE RETAIL CORPORATION 

By 1 /'~Ii~ By 
/Aa8iatant Secretary £4r.,t#r;;2: ... ~ Edward H. Tutun 

President 
LEGA 

RE 

- 2 -
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STATE OF CALIFORNIA 

COUNTY OF 

) 
) SB: 
) 

• 
On this _u_ day of m ~ , 1984, before me, the 

undersigned, a Notary Public in and for said County and State, personally 

appeared Rudolf Nothenberg, known to me to be the General Manager of 

Public Utilities of the Public Utilities Commission of the City and 

County of San Francisco, the municipal corporation that executed the 

within instrument, and acknowledged to me that such municipal corporation 

executed the same. 

IN WITNESS WHEREOF, I have hereunto set my hand and affixed my 

official seal the day and year first above written. 

OF'P'ICIAL Sl!AL 

DONNA SMITH 
NOT~fh' PV$lfC .r·a1 :1 OA'Nl,t. 

f:>RH'fClPAL Ol:f1<.!f IN 
SAN FR~HCISt:O ,· OtJNTY 

Illy Contmin100 Explr0$ Vft:. &, Jgss 

STATE OF NEW YORK 

COUNTY OF NEW YORK 

'~-Di~ 

) 

) ss: 
) 

On this ,f~day of 

undersigned, a Notary Public in 

tr/ '1984, 

and ~=County 'and 

before me, the 

State, personally 

appeared Edward H. Tutun, known to me to be the President of Grace Retail 

Corporation, the corporation that executed the within instrument, and 

acknowledged to me that such corporation executed the same. 

IN WITNESS 'WHEREOF, I have hereunto set my hand and affixed my 

official aeal the day and year first above written, 

CARMELA ROMALDO 
Notary Public, State of New York 

No. 31-4519206 
Qualified in New York County , \, 

Commluion Expires March 30, 19 i '1. 

- 3 -
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EXHIBIT A-l 

DESCRIPTION OF PREMISES 

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

Beginning at a point distant North 39°14' West, 50.08 feet from the 
intersection of the boundary line between the C.M.P. Coleman 175.20 acre 
tract and the Custodio Silva 168 acre tract and said point being distant 
South 53°46' West, 51.63 feet from the westerly line of the lands of 
Southern Pacific Railroad Company. Thence North 39°14' West a distance 
of 255.56 feet; Thence South 53°46' West a distance of 292.25 feet; 
Thence North 34°52'55" West a distance of 75.02 feet; Thence South 53°46 1 

West 428.24 feet, more or less, to the northerly line of El Camino Real; 
Thence along said northerly line south 46°53' East a distance of 336.00 
feet; Thence leaving said northerly line and running parallel to and 
distant 50 feet measured at right angles northwesterly from said line 
between C.M.P. Coleman 175,20 acre tract and said Custodio Silva 168 acre 
tract, North 53°46' East a distance of 670.00 feet, more or less to the 
POINT OF BEGINNING. 

Containing 4.7505 acres of land, more or less. 
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EXHIBIT A-2 

DESCRIPTION OF INGRESS & EGRESS EASEMENT 

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

CC!!Ulllencing at the northwest corner of the Lands of the City and Comity of 
San Francisco leased to Orchard Supply Hardware in the City of Millbrae, 
County of San Mateo, State of California and proceeding along the northerly 
line of said lands North 53~46' East a distance of 79 feet to the TRUE POINT 
OF BEGINJ\ING: thence continuing along said northerly line ~orth 53~46' East, 
a distance of 42 feet; thence North 36°14' West a distance of 2.0 feet; thence 
along a curve to the right with a radius of 4 feet from a tangent bearing of 
South 53°46' West, through a central angle of 90° for a distance of 6.28 feet; 
thence North 36°14' West a distance of 9.46 feet; thence along a curve to the 
right 1o1ith a radius of 6 feet, through a central angle of 102°12'05" for a 
distance of 10.70 feet ta a paint of reverse curve; thence along a curve ta 
the left with a radius of 147 .0 feet. through a central angle of 6°59' 46". 
a distance of 17.95 feet; thence North 36°14' West a distance of 27.14 feet; 
thence along a curve to the right with a radius of 120.0 feet, from a radial 
bearing of North 29°51 '09" West, through a central angle of 35°44 '37" for a 
distance of 74.86 feet, to a point of reverse curve; thence along a curve to 
the left vith a radius of 213.0 feet, through a central angle of 30°07'30", a 
distance of 111.59 feet, to a point on the northerly line of El Camino Real; 
thence along said northerly line South 46°53' East a distance of 64.45 feet; 
thence along a curve to the right with a radius of 18.0 feet, from a radial 
bearing of South 73°15' 36" East, through a central angle of 23°01 '43" for a 
distance of 7.23 feet; thence North 39°46'07" East a distance of 10.77 feet; 
thence along a curve to the right with a radius of 43.00 feet, through a central 
angle of 45°10'01", for a distance of 33.90 feet; thence North 84°56'08" East 
a distance of 31.45 feet; thence along a curve to the right with a radius of 
38.0 feet through a central angle of 58°49'52" for a distance of 39.02 feet; 
thence South 36°14' East, a distance of 9.0 feet; thence along a curve to the 
right with a radius of 4 feet through a central angle of 90", for a distance 
of 6.28 feet; thence South 36°14' East a distance of 2.0 feet to the TRUE 
POINT OF BEGINNING. 

Containing 0.1643 acres of land, more or less. 
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EXHIBIT A-3 

SURVEY 
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ISCO W~TER. DEPAj•NT 

LAND USE PERMIT 
Gm-1700-85 

' ' ' 

-.. 

U'll!relna.fter eaUed "Permlttff") to occupy and utlltze the following dff.i:l'lbed parcel or premlsee owned by llle Ctty 
Md County of San Francia.co (hereinafter called "Cley'') and under jurisdiction of the Water Department: 

Along and within Paroel· 18 of fo:tmeJZ M..mi right· of wey aco::u:ding' to San Francisco 
Wat.er Department reo:>rds and as shaolrl on San Franci..S!co Water !JepaJ:tmant Drawing 
N:>. C-!183 attached hereto am nade a part hereof.------·-------... 

for the PUJ'POllll of· inStalllng a 6-inch VCP sanitary sewer and a 12-inch N:.P stonn drain 
to serve the Onfuu:ti ~y Haz:dware's lease Of mrtion Of Water h,,,,.,.~.....__t's 
Millbrae Yard. ,,..., . . . ·~"''""'' 

L Unlm otherwtw spedtleaUy provided herem thll permll shall become elfectlve wben tllll Public UtUltl1111 Com· 
m1tslon or ltl authorized repr-ntatlve end the Pmnltfff h•ve algned It. A CO(I>' shall be furnlahed to Per

. mlttee, 

2. Thi• permit l!Mt not eon1tltute 1 leau, deed ar arant ol an e11ement, or ot a fet ltttemt by .City. It I• not 
tr111111ferable 01 aulcnable, and II ravoeable at 11111 time at the option of the Publlo Ulllltln Commlulon. 

3. The UM 1uthorli:ed by thla permit la llmltad tolely to th& Pllf'POll!ll set forth heret.n. ind, except 11& exprell&ly 
htreln provided, co111tructton, excavation or lnstallatlon of 1trlll!ture1 II not authorlud. 

4. Neither Clty nor any commlulon, board, olllcer, or employee thereof shall be held ffilponJlble ot liable · Cor 
dam1111:e to any property ct the Penniltee IMtalll!d or located on th11 premlae1 covered by thla permit. 

5. Pennlt~ ilhall at all times ~P Clty'a lands In good and lightly cond!Uon, ilO far a1 the wne may be af. 
tected by Pennitte.'1 operation bel'flunder. · · 

a. In the event City lnatltutn and prevaU1 Ill ant ac:Uon for the imforcement of any ot !ta rlibta heniunder, hr· 
mitt~ will pay to Oty aucb reuonable attomey'IJ feet u ll1lll' be detetm!nlld by tho Coort, · u put or the 
coct11 ot weh edlan. 



·I ' ... ,. 
~ .. •• ... 

.. ,,,... 
1. l!'i!nnlttee WU, an Neelpt of notice to do mo and within *1.icll reuonable t!me limits u ma)' be fixed by .Wd 

notice, ailin' or ~ 11t lilli own ~ a;.y ot hi& lmpro-~-nent.t, planth-4111. er ot!:tr ~.Y to suc!t ex
tent " mey be required to 11YD!d Interference with a1Q' of Cley'1 pipe, poo.wr linft, ~ other lltnlotures nQW or 
hm!atter to oo conatruett!d. with ti.le mal.nt.enaru::e thereof, or with any other openstlGllJ or limd uae by City. 
In the wmt Perm.lttee ran. to alter or rem°"" any of hit lmprovenumW, pllllltinp, 01/' olhei' property wtthln 
!:he time limit ~ ln ~ notice, aald ~menta, plantlnp, or othST ~ illQ' be mllCIVed by City, 
the l'ltuonable ~ of 'Mlldi aha.U be p&!d lo Cit¥ bf Pmn!W!e. 

e. In the ewnt eit MY eJMf'ltl!lllY City ma¥. at IUI mole option and wtth1111t notice, lllter, rell10\"!I · ar protect at Per· 
mlttett'e expeNe, an)' lmproV111rumta, plantlnp, er other property, except utillty facilltlell owned either by a 
private company or 11. publlc agency. On notice that an emergency exilta, ownen of uWlty faeilltlet, 11.t their 
own expenae, mwit talc& Immediate 1U:tlon to protect, remove or l'fllocate »udi faelllUs u requlred to meet 
lhe~ey. 

&. Pmn!ttee ahll.ll be ~ and liable for any and all darn&ge to C!ey's ~ or property, due directly 
or Indirectly to Perm!ttee'11 occupation and 111e of City land& punuant to thll pennlt, and GhaU pl'Mlptly pay 
any juat claim therefor. Pennlttee llhall nllS\lme th11 dctcnso of and lndc1Mlf1 Md pve harmlC!lll the CltJ and 
County of San Fre.ndsco,. lta Public Utilities O>rnml.Won. c.lllcerl, and employeel from all dalml. !OSI, llerui. 
dll.m.sp, Injury and Uabillty of e<my kind. nature and dncrlption, dlreetly or lndlnctly arblng from Pflrmtt
tee'a occupation and llM of 0.ty land& pUl'llUIUll to thl.a p!!J'lllit f'l!l!'&'dlea of l'ffPOMlblllty for ~. 

10. Any p.rdanln,r or land.eeaplng ahall be l.lm1ted to low if'l1Wl.nl lhnlba, grua or plante. Plantlni of treM on 
j;ilpellne or ele-ctrlo llM rl&ht.Hf·~ I& ~ not pmnttted. 

U. To tha mrtent that any illPllCla1 cond.ltlOM aet forth befell! Clld1ci with or are ~t with !he printed 
eondltlonl, tile apeclal cond.IUorlw WU pmtall. 

12. In the event the pUl'plllle of thll pennlt I.a to allow Pennlttee to Install utility fa.clllttn underground act'OllS 
City's premlaes, the clear dlatance between the bottom of Perm!ttee'a Installation Md the top of City's exlaUng 
and propodll!d future water llnet shall not be lea than alx lncbes and Pennlttee'a uld l111tallatlon ahall be placed · 
at an ap~tely eon1tllnt an.de fUT the illitfri eroulllg. 

13. In the event the pUl'pCllle of th.Ill pennlt II to allow Pmnittee to inatall utility tacllltln underground acroa 
Qty'& premllel, Permittee ahall properly marlr. tllll allpment ot the under;Twnd inltallatlon with wltne• 
peat& 

H. All condltkw cf th.Ill permit ue aub,lect to perlcd.le review. 

15. Permittee's proposed installations within City's right of way shall be in 
ao:::ordance with Permi.ttee's drawing,bearing City's signed approval. 'Ihis 
drawing is attadlei hereto as Exhibit "A" and is hereby made a part of this 
permit. . 

16. In the event City eJCpal'Xi facilities into the permit area in the future, Permittee 
shall renow his sewer aut:rorizei 1Jnler this pecnit am relocate else.here, all 
at his o.m ~· 

17 •. Unless sooner :rEM>ked, this permit shall tel:I$late at the end of Permittee•s lease 
of adjoining land. · 

18. 'lhe Fermittee shall notify the Manager of the SUbutban Division of the San Fran
.cisco Water Depu1:m:nt, r;ilone 697-4424, five \\Orkinq days prior to the date of 
installation. 

19. 'Ihe renoval of existing trees along an1 near the sarer line authorized under this 
pei:mit is required. 'lhe Permi.ttee shall perfonn this woik u00er the direction of 
the City and at his am mcpense. 

20. '1he installation of facilities auth:>rizer:l by this pmnit is ·aU:>ject to CitY 's 
inspec:tioo and awroval.. · 

21. 'lhe City :reserves the right to alter, add, and delete from the w:>tk authorized or 
requirei under this permit. 

22. Rights granted herein shall be limited to area granted under this penni.t. Permittee 
shall not use the adjacent lands of the City withcut pri.Or approval of the General 
Manager of the San Fxancisco Water Department. · 

23. Permittee shall not accept am release his contractor for the work authorized or 
required by this penni.t before securing the approval of the City. 

24. Permittee shall install narkers identl~ location of their uOOerground facilities 
oonstructe:l tn'rler this permit. Markers am identifying infomation. ~ ~ be 
awrovect by the City. · , : · 

25. Upon carpletion of. installation permitted hereunder, Permittee shall rem:::ive all 
debris arxi e>a::EBS dirt and restore the right of W8'f to their original <Xl!ldi.tian 
to the satisfaction of the General Manager of the San Francisco Wa~ Dep!u"t:Inent. 

26. 'Ihe City shall not be taxe:l or assessed for the .iJtprovEmants pennitted hereunder. 
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prond ln orru1111 01 cor•• Co11tPOUn M4 u to t'llr11 or Cttr'• cu1 ucamer.hnlllUH 111u1 lnenue 
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J11Hltlule ltf CliJ• . 

?»Id iG218S 

CITY A.MD COUNTY 01" IAM FRANQSCO 
PUBUC UTIUTWi a>wusstoN 

QawU illuktftr at P\iblW UtWUa 

Bl Ar~C#.TenstDr=-= 
Acttng General Manager and Chief Engineer 
San Francisco Water Department 

APR 2 9 1985 Datod.~----------~~--.:.....~~~ 
.. 



SAN F NCISCO WATER DEP MENT 

LAND USE PERMIT 

Pursuant to authority granted by the Public Utilities Commlsslon, permmlon Is hereby granted to 

GRACE RETAIL CORPC!lATICN 
%ORCHARD SUPPLY HARDWARE 

P.O. OOX 6450 
SAN JOOE, CALIFORNIA 95150-6450 

A'ITENTICN: MIKE LA 'I'OJRE.TIE 

""(. 

(hereinafter called "Pennlttee") to occupy and utilize the following described pattel or premlses owned by the City 
and County o! San Francisco (hereinafter called "City") an under jurlsdlction of the Water Department: 

'The folla;,ring described real property situated in the City of Millbrae, County 
of San Matoo, State of California; 

A portion of Parcel 29 Millbrae Corporation Yard as conveyed 
by Spring Valley Water Canpany to the City and County of San 
Francisco by deed dated and recorded March 3, 1930 in VolUIOO 
491 of Official Records at Page 1, said portion caJlll:ncing at 
the intersection of northeasterly line of El Camino Real with 
the southeasterly line of Parcel 29, thence north 46° 53' west 
and along the said northeasterly line of El Cami.no Real a dis
tance of 336.00 feet, thence north 53° 46' east a distance of 
428.24 foot, thence south 36° 14' east a distance of 75.00 feet; 
thence north 53° 46' east a distance of 292. 25 feet ; thence 
south 39° 14' east a distance of 255.56 feet; thence south 
53° 46' west a distance of 670 .00 feet to the point of c::arroonce
rrent. 

Containing 4.752 acres rrore or less. 

All of which property is identified by San Francisco Water 
Departnent Drawing No. B-4()51-4 dated May 2, 1978 and revised 
January 26, 1983, attached hereto, and made a part hereof. 

for the purpose ot conducting preliminary engineering, survey and .site preparation 
work. 

• is permit is granted subject to the following conditions: 

1. Unless otherwlu speelllcally provided herein this permit shall !Jerome effective when the Public Utilities Com· 
mission or lt:i authorized representative and the Permittee have signed It. A copy shall be furnished ta Per· 
mltt~. 

2. This permit does nat constitute a lease, deed or grant of an easenu.mt, or of a fee Interest by City. It Is not 
trnnsforabie or assignable, and ls revocable at any time nt the option of the Public Utilities Commission. 

3. The use authorized by this perntlt Is Umlted solely to the purposes set (orth herein, nnd, except ns expre55ly 
herein provided. construction, excavation or Installation of structures Is not authorized. 

4. Neither City nor any comrnlsslon, board, officer, or employee thereof shall be held responsible or liable for 
damage to any property of the Permittee Installed or located on the premises covered by this pennlt. 

5. Permlttee shall at all time1I keep City's lands In good and sightly condition, so far as the same may be af
fected by Permlttee•s opue.tlon hereunder. 

•· 6.· ·In !:lie eoent Cit) htslitdl>!& &:rtd preoalls In ""' actlun foot the dlfo1ccme11t of an) of lb dghb hE1ew1dt1. P€i 
Hllttee ·•411 fl&Y @e GI~ eMell 1ee~2elde ai'l'•me)'a fees se uta) l!e <!et•rm!P1ed ~ the Oem t; M PM t of the 

F-3940-1 
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'I'. Permit!~ !Ohllli, on l'ttt!lpt of notice to do m llJld withln such re11.101U1ble Ume llmllll as may be fl.xed by said 
notice, alter <It' ttmlMI at Illa C'M1 ~ WlJ' of hlll lmprovementa, p!antinp. or other property to auch ell· 
tent 8.11 may be req~ to evotd Interference with any ot City's pipe, power llnH. or othtt mtruetuf'l!tl now or 
hereafter to be constructed, with the maintenance thereof, or with any othtt ~retlon• or land we by City. 
In the event Perm!ttee fm.Ua to alter or !'<!move any of Illa lmprwemmu. plantln1:1, or other ~ within 
I.lie ti.me Umlt spe.:IJ!ed In Wd notiee, aaJd Improvements, plant.lnp, or other property may be removed by ctty, 
tlle re&IOl\able expense of wllicb lliul.lt lire paid to City by Pmnlttee. 

iJ. In the event of any ~ City may, at Its BOie option and without notice, e.lttt, remove or protl!d at Per
mlttee's expense, any Improvement.II, pl11nt!np, or other property, u:cept utfilty facllllll!ll owned eltber by a 
private company or a public qeney. On notice that an emergency eidlt8. ownen of utillty facllltlea, at their 
own expense. mWJt take lmmedilta 111Ctloo to protect, ~ or mocat.e Slldl fecllltles a. requln><i to mE!ltt 
the emergency. 

9. Permlttee shall be respciu:lble lllld Hable for any and all damage to Cit)"• atructurl!s or property, due dll'l!'Ctlf 
or Indirectly to Permlttee'• occupation and 11111! of City l!Ulda purauant to thla permit, nnd shall promptlf Pllf 
any j111t claim therefor. Permlttee WllJ amime the ddemie of and lndemnlf7 amt save hannlea the CUy and 
Qiunty of San Frandaco, ii.I PublJc Utllltlee Cmnmiulon, otlicen, and employeea from all claims, losa, lleiu, 
damqto, Injury end liability of ~ kind, nature and description, dlreetly or lndlrectlf arising from Permit• 
tee's ocaipat!on and use of OtJ !&!Ids pumiant to tlllll pmnlt regardlea of rnpandbWty far neg~~. 

10. A.117 gardening or ~ shall be Umlted to low ~ ahtl.lba, £1'Ull Of' plants. Planting of treetl on 
p!pe1lne ar electric: line rllbtJi.ot·Wll' Ill exprenty not permitted. 

11. To the exW!tt that any qiedal eondlliom m forth llmdn CQlJllet with or llftl lncan.l!atent with the printed 
condlrJotw. tb4 spedaJ. cmdltlaill llhall prevall. 

12. In ti!& event the pUrl!OCe of thl8 pmnlt Ill to allow Pmnlttee to lnltall utlllcy facllltle11 unde~ ac"* 
C!ty'a premlaea, the clear dl.ltanee between the bottom of Pmnlttee'a lnltal!atlon and the top of Clty'a existing 
lllld p:opolled future -tel' llMe dl4ll not w leq tban aix lncba 11.Dd P!mnlttee'a said lnW!ll11tlon llhall be placed 
At illll 119J)l'CXlmatl!lJ' canstant crllde ror the entire crouJng. 

l3. l:n the event the putPQlllll ot thla permit la to allow Pmn!ttee to lrultall utility fllcl!Jtll!9 underground llCl'llSll 

City'& preml-. Pamlttee lhl1J ~ lllllrfl t.ltlt allgmnent vi the Wld.ergroond lnlt&llatlaa with wlt:ne118 
pasttl. 

14. All eondltlcM of thla permit .,.. mb$aet to pedodla review. 

15. This permit .is granted for the interim period pending confinnation for approval 
by City's Board of SUpervisors of that certain ground lease awarded to Pe:rrni ttee 
by Public Utilities Camrission, pursuant to Resolution No. 83-0483, adopted 
Novarber 8, 1983. 

16. Pemrittee shall notify Manager of Suburban Division of San Francisco Water Depart
m:int, phone (415) 697-4424, at least 24 hours prior to date of entry, for any work 
or activity to be ccnducted under this pennit. 

17. Penni ttee may enter adjoining San Francisco Water Departr?Ent • s Subuman Head
quarters lands for purpcses granted herein. 

18. Permi.ttee shall use extreoo ca.re to protect the City's existing water transmission 
pipelines at all tilres. Pernti.ttee shall not use heavy construe1:ion equiµrent over 
the City's pipelines during construction. 

19. To prevent damage to City's undergrotmd pipelines, Pennittee's use of vehicles 
and construction equiprent closer than 20 feet to City's pipelines shall be sub
ject to the foll(J/{ing restrictions: 

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

b, The "axle loading" of vehicles and construction equipment rrust not 
exceed that allo.ved under "AASOO Standard H-10 wading". H-10 
loading is defined as loading caused by a two axle truck with a 
gross weight of ten tons (20 ,000 lbs.), axles 14 feet apart, and 
rear axle carrying 8 tons (16,000 lbs). It is Pennittee's resp:>n
sibility to provide substantiation that his equiµrent meets this 
requireirent. 



20. 

\ 
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Pu0l1• l.1&1>1 HlJ and Props,.tx D&U!!! Ina11ranc•: 

P•rmi-ttee .agree• to malntaln' in force d\lrlng the ••la t•nc• ot ttt1• P•Nl t • &n<l at 1 t• eat-t and 
••P•n••• comp"n•n•iv. general lia:btlttr 1n•ur&nc.e, 1nelud.tn1 a.utomobll• an.d product• U•bllltJ' 
1nsuranco 1t ••qu1nd bJ tbe P®Uo Utlllt1ea Cona1aa1on. Tho pollcJ or poUctu ot U1d 1nturanco 
ohall na• 111 1t11u ... d, or u •dd1Uona1 lna,...,.d!, Cit,, Publlo UtilitlH Cotmn1111io10 &nQ lU '""""•"', 
t.nd the ofttce:n • 1gtnt;a and emplo1••• at ••eh. Seid pollc1 or pollci•• 1nall 1n.auN e&id persona 
•galnat loH or litolUtJ tor 4...,..a:u tor l>Od11J' 1nJ1n'J', <lutl\ or 1n•oport1 du.&'• ceca.toned l>J 
re:aaon of the op•rat.1ona o( P'•Mllltt•e 1"•01\ and. &bQ~t ~h• propert.J p•J'91tt.ed to b• occupltd bJ 01"' ue•d 
W1tll mlnil!IWll l1ab111tJ Ucitl ... ron ..... 

U,OOl>,000 colllbtnod S1ncl• Ll•tl ror bod11J' lnJ•U'J or d••tll of an1 one penon; and 
f<Jr t>odllJ 1nJ"l'J or death <>r t- or oro" pu1on•, 

tn •nt Or\.• OCC\U•N1nc• j and 
tor d&a&p to propertr n•ult1ng tro. an7 on.- oeeurrtnc:•. 

A copJ' ot a.aid lnaurano• polic7 01" pol1r:11H an•ll be turnl1h-ed. to th• O•l\•r•l Ji'!anager and Chtet 
Eogtn••r, San Franc1aco \f•t•,. O.part•nt,h.•relnaft.el" 1"9t'•rred to 11 l'!anager.i.&pon tf\• extc\lt1on ot thi• 
per"'1t &11<1 •hall contdn a proYhiort thU wr1tton noU•• ot cancellat1on or or an1 material ol\ang• 
to•l'!or onall O• del1•<1rod to IC&nager tll1rty ( )0) daJ• in adnnco of th• •ffecttn 4au thereof.In ttu 
ovent tnat otnen tl\M U\• 1.ro-rea1.ld penon.1 al"e named ln sat cl cioli'J' or- pol1t::-1e-t u 111au.l"'4f!da. or 
add1t1onal in.au,..cle,, Pera!.tt.•• •hall rumt1ft Managtr with a 1at1atact-orr ••••rUllitr at 1ntet"4•t• •n• 
d.onie1J1ent tn•n-on. Apsi:re-••<l ro..-. of th• lut two aroreaa14 end.ort.tD1rtt1 mq be otltAln.-d fl'<nt Manager. 

Th•,..t.fter encl dlll'!.nc the tn11 or tlllo P•"'1t, P'.,.•1tt .. 1nan l'Uml•ll to "4noger, rroa ttM to 
time, .a. dulr e1•cut•cl cert1Clca.t• to th• •tt•ot that tl\e tnaur.nce co .. r•&• tMmi•h•d to C1tJ 11 beln& 
ma1nt&1nod i:.1 ParmHtH. Suell poUclu er cert1ttc1t ... •tt•ll b• ln.,.d Qf l comp.tnf or co..pan1 .. ap
prand in vr1t1ng 01 CitJ'• Controller Ind u ta tor11 bJ C1t7'1 CHJ AttomoJ.PonaittH ehall increu• 
th• ato1'9aa.1d Uctu "!>on th• written dolll&nd or C1tf pro•ld•d that uld lncrunt "" reuonal>l• ancl 
J..-t1t1Ule CJ CltJ. 

8
1 /~?JlllC:pfj ··- - ~ 

ntle Vice President L~Gt-.L. · , 

CITY AND COUNTY OF SAN FRANCISCO R.::. 
PUBUC UTIUTIES COMMISSION 

Dated JQ.M .30. \~~ 



[EXHIBIT A I 
CIW'TD UC al ml SAii n.ARCISCO Aitllll1STUTIVll C®ll 

AME!mWC l1II iWi l"RAllCISCO ADMD!lSTUUV! COil! llT AD!lDIC C1W'TD 12C Tll!l!!'ro, PRO-
B 181 nltC D ISCJWllllATIOll Ill UAL FROPDff COlftB.ACT'S Oii T!IE GiOl1lD OR llEC.A.IJSE aY IAClt , 
cowa, Clll!ll, llATIO!IJJ. OUGDI, AJICl!.STll'f. AG!!, Sll, SEXllAL Ollr:R'UTIOll Oii DISABILITY. 

Be it o\'ddoad by tbe People of the Clty and County of San franeiaco: 

Sectioa 1. Cbaptn 12C U added to the San Franciaco Mainietrathe Code to r""d 

a• follove: 

CllAPT£ll 12C 

llOllDlSCll.UII!IAnOli 111 !'l\Ol'F.:!tT'f CONTllACtS 

SEC. l2C .1. All ProP"rtz Contncu to Include llondbcr imicat ioc Providon•, 

All coctracting agencie• of tbe City aGd County of San Franctoco, or a11y depart• 
aent thcre<if, actii>a for or on btrhalf of tb• CHy and County, ahllll include in all 
c.oatr•cte, fra:ochla.e.s, l••se.s, coocea•iou 01' other agreement• iDTol•ing the lea1e, 
reotal, or other ..u of real prapqrty and imprOYaoenU thuaon of the City and ConntY of 
5&11 fraacioco, for a period eue..i.1,,. CVCDty-nine (29) daya in acy calandar year, vhether 
by oiapar or cuailatiY• inat.-.-nt, • pra...tdon obligatlag the contractor, franchioee, 
le••••, c:onc•••louaire. or other p•rty of ••id ag:r-eet111ear not to di•crS..inate crti. the 
gro\.lnd or b•cauae of race. color. creed, oat.ioul origin, aixeetT1, age, 1es, aesual 
orientation or dt .. biltty aaalD9t any peraoo meek1iia acc~tl01'1•, adTant.age•. fac1-
11t1••, pri•ilqea, Hrvic••t or BCllbcrah1p in all busi11111••• 1oc.tal 1 or othat" ••tabliab
-Bt• or organi&atiew1,. operating fr-oa or 111111k.tn1 uae of Mid real propertJ'. and •hall 
r•quir• •uch coat.ractar, frauchlaee, le11ae, or c.onc.e.s•tonair• to include a alllilaT 
provl•ion in all aubcontrcct•. auble .. •a, or oth•r aubordl,..te egra....,nt• for • period 
eace•diog twenty-nine (29) da71 in an1 calendar year, 11hether by aingular or c1111111lstiYe 
iDllt~nt, let, avarded, negotiated or entered into thereunder. 

SEC. l2C.2. DdtniUOIUI. 

/la UHd in this chapter th• tera: 

"Ago" for the purpose of .....i.crob1p refen to and •ball include any pcnoa vbo has 
endued the •11• of eight•"" (18) yur•, """ept to..- bona fid• ... nior citlnn organha
tioae. 

0Contrac.t" 11hall ae.an aDd iocloda ao agreeacDt to 0t>4trate. from Dr make u•e of re.al 
pr"1"'rt7 of the City and Cow>ey of San Francbco in tbc operation of a budneu, social, 
or other e•tablishllent or organization. 

.,Coo.tractor" 111eaoa any per1on. ol' peraoaa,. fira, partOi1Brahlp, corporation. or co.t:ii
nation thereof, vho enters iato a contract to opet"att: from or .. q u•e of real property 
at th• City and County of San Franciueo in the operation of a buoinua, ooclal, or other 
••tabli•hme:ot or organiution~ 

"Subcontract" •hall MU cd include an agreement or contract Uftde.t' OI' •ubordinat:e 
to • prtae contract, franchl1c, leas•, or conee••lon to operate from Ot' ute. uae of real 

, la.A property of the City and County of Sao rrancl•co in the operetlon of a budneoa, aocial 
-- ... or other eatablhi-nt or organiut1on. . · 

"ConceHiou" includu a gTAnt of land or otller prop<!rty by or on l>ch&lf of the City 
at><I County of S•n l'T""cl.eco to a per- for the pUTpoae or 11ae •pecified in Nid grant. 

"Coac:e••ioaaire." ehall eec.p •nd lnc.lude a person who i• the gt>antec or beneficiary 
of .a conce••i011 •• h•7"tin defined. 

"fra11chiH" •lulll ...,..n cod 1acl...Se a right or priYUege ccmferred by grant from the 
City and County of Son Franchco, or •ny <:onuacting agency thereof, and noted in end 
authoridn& a 1Mr110D to conduct such b.la1nua, 80Ci"1, or other acth'ity u ia opecified 
in ••id graot. 

"Franchioee" •hell """'n and include a peraon vho io the graote" or beneficiar, of a 
franchhe u harein definod. 

••1natr~nt1' shall mean and Include a c:ontrac.t, franchi••, leaae • eonce••ion or other 
agreea.ent to operate fr09 or 1Mke nee of rul property of the Chy end C<>Wlty of SAD 
Fra11c.i1co in th• operation of a bwlinee1, 1ocial or other establt1haent or orstaniution. 

"Lcaae" •hall mean and ioclude • contract by which tbe City aDd C01lllt7 of San 
Frcnc:iaco, or any cantractiag agency thereof, granta to • peraOll the temporary potte8310o 
and u.oe of prop<!rty, for r.,,...rd, and the latt"r agr•e• to retnni th• ,._ to tho tonier 
at a future ti.a. 

'1.c .. ce" •ball ....., and includ• • pereon en t"""nt tau.,. poneH1oo of re.ol prop<!rty 
UPde r • le...., •• hudo pronded. 

"Sublcue" aba.11 - au.I iochde a lcue 11]' wbicb " l-t- or t@Cl>t ircauta 
or l•t1 to 8DOthsr peNOD p&~t or ell of the leued r""l proparty for a abo.-cer teno 
~ Wlder wicll Hid luaee or tet1Rt r•taina .,_ r~ht or 1nterut un<111:r tbe 
origi na1 1 ...... e. 

"llea.l Property" 1hall - e.od 1ocll>li• land ii> ubicb tho clty mid C.0..11ty of 
San l'nnciaco hold• • leaal inte:rc•• and lllp~t9 to odd real property. 

"Sex" oball ....,n the cb.>ractu of bdq male or f...,.lo .• 
"Sexual Orientatiou" llhall ...,..n the choice of huv&n adult •exu&l putner accordhg 

to gender. 
"Diaability" 18 a pbyUcal or IWlltilll iapdnoomt 11h1ch doe• oot ""'k" th• !"'n>ou 

incapable. of uk.1n& uae of th• acc~ation8, adYant.ages, fac1l1Ue•, pr!.YUegee, 
aenicca or ..-J>erohip ill buainea•, llOChl or other IOat•bHolBeftu or or114ntationo 
with a .-eaaollllble •ccmaaodaUoo to hi• or her dlubility, sod doeo oot lll&lr.e tbe peraon 
illupabl" of 11&Uo1 ouch 11•• 1,. 11 .... ,,,,..r which ""uld not <mdauaer Me or her health and 
oafety or the hulth and o.afety of othero. 

"Ten.ant" shall ae:an. the parson or pe.rll0118, fim, p.&l't.t1.C1:T•hip,. corporation or coebi
oatioo. thereof who· cater into a contract, fra.nchtae,. lca111e., cocc11:seioo or ot.ber cgree
aect invoh,ing the lease~ Tettt.111 or other wae of real property aad isqn:~aaent.a. therlll!'On 
of the City and County of San I'unciaco. 

SU:. l2C.l. llond1•crilrlll6t1oa Provis:l.cD.11 of l'ropntv C<n>tracu. 

En1ry c:ontuct, franchbe, lean, conceo•ioa or other agre.-nt catered into by any .. 
egency of the City .....i County of S..n fr•netaco, or any departaent thereof, in...,lrlng ' 
tho le .. e, rental, or other .,.., of r"al property sod i*Pro-U thereon of tlMo City 
and County of S&o Francisco for " p<0riod exceeding tvo:oty..,,iM (29) daye in any calendar 
year, whether by •iagular or cu:cmalati'te inetruae:ot. •hall <:ont.oin the pr<rVialiiona 
folloving, which •hall be lr.nmm "" th<e llO!Hiiecriainatico prwhiona of ouch property 
contract. 

tn the perfo...,....,,• of thJ.o contract, the t,.ll&tlt •srees •• follow•: 
(a} The tell40t or eubte11a11t vill not diacrilllinate ageinat """ per.on seekiq acc......,

datiooa, adT8"tagu, fdlcil1Uo, privileme•, Hl'Yicee, or .....Oenhip in the 1"'oinen, 
•ocial or other aatal>Ua"-nt or organiution operat..d by tha tenant or oubt=t on the 
ual property of tbe City and County of San P'rancloco, on the ground or bee•""• of race, 
color, creed. uttonal origin. anceatry. •ae. Gell. &etual orient.t tioo,, ov df.sabi li ty. 

(b) Shollld the tenant or oubtcn.ant operate ao a t>e111buahip organt ... uon, the tenant 
will penait accesa to M• ""lllheuhip records, rulu, reguhtiona end other perUnen~ 
data, by the •Yarding authority, or the S..n Franci•co Himan Rlghu Com>iuion, for the 
purpose of 1nveoUgatlng to ucertain compliance vith the n<mdiecri1>1Mtion provldol>S 
of thio contract, and oa requ<tot provide ,...ideoce that hae 1>r will C""'!'lZ vith the non
diacriainaition provto!one of thia contract. 

(c) That tenant or oubunant ohall be de"""'d to rum. breeched the nondiocriminetioll 
provieion• of this contract upon~ 

(1) A finding by the Director of the San Franc1oco 11 ..... n Righto C.,...l.seion or 
•uch other official who 1111y be deaignated by the l!uman Right& Coaoiadon, that 
teo.ant bu wilfully •iolatod ouch ncndiacriaication provblono, 

(2) Upon such findina by the Director of the HU111An llighta c....,baioo, or oth,•r 
official dedll118ted by the Human Righto Commi.,.ion, tho evarding e<1thority •hall 
notify tenant, or aubt.ena.nt c.hat unle-•• he demonstrate1111 to the oatiafa.ction of thlll 
Director of the San Funcloco H"""'n Rights eo-iuion or other official deaignated 
by the H-..n Right• Colllmiaa.ion vithin auch reasonable period as the llt.oMD Rights 
Commission shall detendne, that the violation hae been conected, aetion "ill be 
taken aa aet forth in oubparasuph (d). 

(3) The Uuraau Righto Commiooion ohall, vtthin Un day• of the date <>f ia...ancc 
of any HDding by the Director of the Ruman Rights Com:doelon or otber oHictd 
dedgnated by the Co11Diulon in the enforc"""11t of this chapter, '""il to any pen.on 
or persona af~ed by •aid finding, a copy of oaid finding, tog.Cher with nitten 
notice of hi,ifrl.ght to appeal. ilotlce of apre.al 10U9t be filed tn writing vith th• 
Chairman ofthe Commiuion within 20 days of the date o! mailing odd copy awl notice, 

(4) For pur-poHo of appeal ptoc.,edinga under tltio Hetion; • quorum ohall con
siat of dght menbero o{ the C=iuion. The vote of the llMljorHy of the full 
Comiaaion shall be necessary to af finli, reverse or modi(y """" dee lo ion•, order or 
other action rendered hereund";:. Should a mm.ber of the """""" Rights C<maiodon be " 
d••i~ted under Section 121!. 2 (c) (1) of th1• contract, th.ot e"""':l••ioner ""'l' not 
P•rtidpate in an apl>'!Al under thia •ecdon eucpt as a vitneoo. 



• 

•• 

(~) n... pruidiag officer of tbe C.-:ioiou al"'U ~ve the power to adaioiotcr 
oat:h1 to vit.n•1acs in appe•l• before the Ccrais1ioa Dder t.hia ••ctlon. 111 tbe 
event that uy person •h.&ll fail or refu..u: to appa.ar &a a vitneaa in any such pro
ceeding after b•in& requaated to do ao, aud if it oholl appear to the c...iutoo 
th.at bi.o t••ti . .aoay 1 or book.a, record#, doc:usae.nta or 0th.ctr thina,1 under bia c.ontrol 
Ate: aaterial and relnant •• evidence in t._. utter under con.aid.eration by the 
ea-1.uioo Lt> the proceediD&, the pruiding officer of the C-iuion aay •ubt>""n.a 
ouch peroou, requirtoa hia pruence at tbe proceed.ins awl nquirin& hla to bring 
euc.h book.a. rKOcda. doclllllfi.tltLI or other th.in&• under Ria coo.trol. 

(o) All 4ppctal• to tho! l!ulMln !tight• Co-1Hinn ehall be open to public 
in.ape.ct.ion. Upon rNchiq a de.ciaicn io any appeal. the Comataaton ah.all give 
written ootic.e tbcraof lo the: Direct.or of the H.ua!ran IUght• Coliaiaaion" or otb.er 
official dedguted by the H"'"'n Right• Co-1Hion, aod the appellant or •ppcllanta. 
The dec:iaioo Of thoo eo.iHiOll Shall be fl~l unlau Within 15 UJ• Of tb<a filing 
and Mrrlce of vritt..n aoUce tboareof appropriate leaal procaad1nga are filad io 
• co.at of coapctut jurilldictl.oa "1 1iJ1i7 party to tble c011tract. 

(7) U any tewwt or aubtenant under contract to th4 City &ad CD\mtJ of 
S.ao Francb<:0 •ball fail to appear at "" •ppeal proc:ndie>& of tbe ~ .. 1..., after 
having b<leo giftn written ooUce to appe<>r, Al>Ch faihre to •WU shall be 11rOUJl4ll 
lor """"8ll&t1on of the ~tract or •ubcontract aad such tcaant or 1Nbtenant •hall 
IM1 d....-.1 to haft forfdr.ed all rl;bu, l>ec&fita ....i pd•ll•ge• tber.oundu • 

(8) The llmMlll ll.igbta eo-1 ... 11n1 of Sau Pranc18co ab411 l><"""'lgate rulu and 
reauiaUooa for tb& 1mpl ..... ntat1oo of tbe nond1acrlalutiOl1 proT!ainM of chia 
contract, &Dd au.ch rul"• aAd reaulatiOl\.9 oh&ll, .., t.r •• pract1c•b1", be aiJIUar 
to tboa« adopted 1o appliubl• federal uecuthe ordau. 

(d) A breach of the noDdtocr:lainatton provilioRIO in tho p6rfora111:ice of tl>b contract 
sb.all lwi dea.od by t.be City and Count)' of Sen Puncleco to b« " ...,tertal bre.ac:h of con
tract 8lWI baaia for datenain.atioa by the officer, board or awarding authority re•poa.t
ble for tba """rdi"8 or lettlna of aucb contract that the tount ar enbt-t ia an 
irn•pon.a1bl• t•nant.. l••ac•, francb1He or conc•a•ionalre •• to all future contract• 
for tl>o ...., of real property. Sw:b per.,. fina or corporation aball oot, for a period 

· of C- (2) 7e.aro thuuftor, or uatil brfohall .,.tabli&h al>d carry out • progrua la coD
foraity witb th" ooD<liacr!.aio.atioa praY1o1008 of tbb contract, ba all""""4 to act a. • 
tlta&DC or at.tbte.Q&Dt under any coot..rac.t 1.nfttlrlug cbe lc.aae:. rental or ot:her use of riaal 
pl'QP"rty and Ulpr.,...,...nt.e tlutreoa, of t.be City aud County of San Prancioco. 

(e} llotbing coat.aiaed 111 dlb contract ab&l.l be conatrued 111 any ....-r "° .. to 
pr~t tbe City and Comity of San l!'ranci.ac:o tr ... pur•uit>& &r:r1 other r-..lia. <bat say 
ho ..... u.~1>10 at i-. 

SEC. llC.4, ~ lliaht• C:-iuion Eiopouend. 

The San l'ranct.co 11-.n !Uihta Cooaiadon, ita preoidin& officer and ita director 
are hareby arantod the -" to clo All Kt.a an4 narci .. all ~u r<tfarr..S to in 
S..Cti- uc.2 b6reof. 

SEC. l2C.5. l"u1>d!!Y!, • 

?be Board of Supen1."°r• Bh&ll i8ppropriate au.ch fund• f....., the g..,,..ral fund of cbe 
CitJ aAd County of Saa Frm>tiuo, ""l>ject ca budgatary &ftd Uacal p...,.isiooa of th« 
cbartar, .., 1t .,.,. ...._ _,.......,. for ...tor.,_,.t of th1Jo ordiwmo:<I. 

SU:. UC.6. Sctt:r&b1Hcy. 

U Pl" cl-, •"'1tGDCa, paragr.q>h or .,..rt of chis Ut1" or the applle&tlon tlMl>rio
of eo eJ>y pcnon or circ.-t&JM:U ahall, for_, ~. be adjudged by a court of 
,._cenc ju:rledictioa to ba 1.oftlid, aucJ> JarUdi<:U.Gll aball oot affect, ~r or 
i.o..l.Uatc tile ~ of thU di.apter. 

fiAal '-·~-1"7 211, 1911 
~by~ll.1'17 

:.. 
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CITY ANO COUNTY OF SAN F'RANCISCO 

PUBLIC UTILITIES COMMISSION 
SAN FRANCISCO WATER DEPARTMENT 

PROPOSED LAND TO. BE LEASED 

PORTION OF MILLBRAE PUMP STATION LOT 
9CAl..S /

1
• 100 llY 

' . .. . . ~·-.. . . 

PAR.29 S.M 
OltAWING NO. 

EXHIBIT A 


