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FILE NO. 190193 RESOLUTION NO. 

1 [Termination of Lease - Orchard Supply Company, LLC - 900 El Camino Real, Millbrae -
$1,304,915] 

2 

3 Resolution approving the terms and conditions of, and authorizing the General 

4 Manager of the San Francisco Public Utilities Commission (SFPUC) to execute a 

5 Termination of Lease between the City and County of San Francisco, through its Public 

6 Utilities Commission as Landlord, and Orchard Supply Company, LLC as Tenant, for a 

7 portion of SFPUC Parcel 29, representing approximately 4.438 acres of land, in 

8 Millbrae, California at a ground rental rate of approximately $1,304,915 per year over 

9 the remaining five-year term of the Lease, with a termination date of April 30, 2019. 

10 

11 WHEREAS, The City and County of San Francisco (City) owns in fee certain real 

12 property in Millbrae, California, under the jurisdiction of the San Francisco Public Utilities 

13 Commission (SFPUC) designated as SFPUC Parcel 29, and also known as San Mateo 

14 County APN 093-220-0101; and 

15 WHEREAS, The City, acting through the SFPUC, entered into a Ground Lease dated 

16 April 26, 1984 (Lease) with the predecessor of Orchard Supply Company, LLC (Tenant) for 

17 the lease of a portion of such property consisting of approximately 4. 7505 acres of land 

18 commonly known as 900 El Camino Real, Millbrae (Premises) for an initial term of 30 years, 

19 with two options to extend for periods of ten years each; and 

20 WHEREAS, Tenant exercised the first option to extend the term of the Lease for 1 O 

21 years, commencing on May 1, 2014, at an annual rent of $1, 117,432 subject to a CPI 

22 adjustment on May 1, 2019, which is anticipated to increase the rent to an estimated 

23 $1,304,915 for the remainder of the Lease term; and 

24 WHEREAS, The City and Tenant entered into a First Amendment to Ground Lease 

25 dated August 4, 2016 (the "First Amendment") that reduced the size of the Premises by 

San Francisco Public Utilities Commission 
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1 13,623 square feet to accommodate the SFPUC's new groundwater storage and pump station 

2 facility located on the Premises; and 

3 WHEREAS, Total lost rent from the early termination of the lease is approximately 

4 $6,525,000; and 

5 WHEREAS, Tenant has constructed substantial improvements on the Premises 

6 including a retail store, warehouse, and restaurant; and 

7 WHEREAS, Under the terms of the Lease, all of Tenant's improvements to the 

8 Premises become the property, of the SFPUC upon early termination of the Lease, at 

9 SFPUC's option; and 

1 O WHEREAS, Tenant desires to terminate the Lease and surrender the Premises as of 

11 April 30, 2019; and 

12 WHEREAS, The SFPUC desires to terminate the Lease and gain possession of the 

13 Premises as of April 30, 2019; and 

14 WHEREAS, The early termination of the Lease is expected to result in the following 

15 significant utility benefits to the SFPUC: (i) the SFPUC will be able to use an existing 

16 warehouse on the Premises as additional Utility Plumbers storage and workshop space, and 

17 other storage to serve workers displaced by unsafe conditions at the old Utility Plumbers 

18 shop, and thereby save the estimated costs (approximately $1.3 million) of constructing a new 

19 warehouse at its Millbrae Yard; (ii) future rent from a lease of the remaining lands and 

20 improvements that will not be used for a new Utility Plumbers storage facility and workshop 

21 (Remaining Premises) is expected to significantly exceed the lost ground rent because 

22 Tenant's improvements will become the property of the SFPUC upon termination, enabling 

23 the SFPUC to re-lease the Remaining Premises at full market rental rates, as opposed to the 

24 current CPI-adjusted ground rent Tenant will pay over the remaining term of the Lease; (iii) 

25 the SFPUC will benefit from the full retail rental income from the leasing of a restaurant 

San Francisco Public Utilities Commission 
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1 located on the Remaining Premises (under the terms of the Lease, the SFPUC does not 

2 share in this sublease rent, currently estimated at $150,000 per year); and (iv) termination of 

3 the Lease will provide the SFPUC with greater flexibility to address persistent pedestrian 

4 safety issues on El Camino posed by the current configuration of the driveway shared by both 

5 the SFPUC's Millbrae Yard and Tenant; and 

6 WHEREAS, The utility benefits from the early termination are projected to exceed the 

7 total lost ground rent resulting from the early termination; and 

8 WHEREAS, On January 22, 2019, the San Francisco Public Utilities Commission voted 

9 to ratify, approve and authorize all actions heretofore taken by any City official in connection 

1 O with this Termination Agreement, approve the terms and conditions of this Termination 

11 Agreement, and authorize the SFPUC to seek approval by the Board of Supervisors and 

12 Mayor for the SFPUC General Manager to execute the Termination Agreement; now, 

13 therefore, be it 

14 RESOLVED, That the Board of Supervisors hereby ratifies, approves and authorizes all 

15 actions heretofore taken by any City official in connection with this Termination Agreement; 

16 and, be it 

17 FURTHER RESOLVED, That the Board of Supervisors hereby approves the terms and 

18 conditions of this Termination Agreement; and, be it 

19 FURTHER RESOLVED, That the Board of Supervisors hereby authorizes the SFPUC 

20 General Manager to enter into any amendments or modifications to this Termination 

21 Agreement, including without limitation, the exhibits, that the General Manager determines, in 

22 consultation with the City Attorney, are in the best interest of the City; do not materially 

23 increase the obligations or liabilities of the City; are necessary or advisable to effectuate the 

24 purposes and intent of the Termination Agreement or this resolution; and are in compliance 

25 with all applicable laws, including the City Charter. 

San Francisco Public Utilities Commission 
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BUDGET AND FINANCE SUB-COMMITTEE MEETING MARCH 13, 2019 

Department: 
Public Utilities Commission {PUC} 

Legislative Objectives 

111 The proposed resolution would approve (1) termination of the existing lease between 

SFPUC, as landlord, and Orchard Supply Company, LLC, as tenant as of April 30, 2019; {2) 
the terms and conditions of the termination agreement; and (3) amendments or 
modifications to the termination agreement by the SFPUC General Manager. 

Key Points 

• In 1984, the Grace Retail Corporation {now Orchard Supply Company, LLC} entered into a 
ground lease with the City and County of San Francisco for a 206,932 square foot property 
owned by the San Francisco Public Utilities Commission {SFPUC} in the City of Millbrae. 
The term of the lease was for thirty years with two {2) ten-year options to extend the 

lease to April 2034. The Orchard Supply Company, LLC {Orchard Supply Company) 
exercised the first ten-year option to extend the iease to Aprii 2024. The square footage of 
the ground lease was reduced by 13,623 in 2016 in order for SFPUC to use the land for the 
Regional Groundwater Storage and Recovery Project. 

• On August 22, 2018, Lowe's Home Centers, LLC, the parent of Orchard Supply Company, 
announced that it would close all 99 Orchard Supply Company stores in California. In early 
November 2018, the SFPUC received a verbal offer to the SFPUC to terminate the lease. 

• The SFPUC plans to use the early termination of the lease to (1) use existing warehouse on 
the premises as additional utility plumbers' storage and workshop space and {2) rent the 
additional structures to a new tenant. 

Fiscal Impact 

• Under the existing lease, the annual rent paid by Orchard Supply to SFPUC is $1,117,432 
for the four year period from May 2014 to April 2019, which would increase by the 
Consumer Price Index {CPI) to $1,304,915 beginning on May 1, 2019. 

• Based on annual rent of $1,304,915 for the remaining five-year term of the existing lease 

from May 1, 2019 through April 30, 2024, the SFPUC will lose $6,524,577. 

• The SFPUC estimates the loss in rent will be offset by two (2) new five-year leases at 
current fair market value. 

• Under the existing lease, the SFPUC did not receive any rent from the subtenant, Kentucky 
Fried Chicken. The SFPUC is currently negotiating a 12-month extension of the existing 
Kentucky Fried Chicken restaurant lease for a minimum of $124,200 per year. Staff 
estimate it will take one year to issue a request for proposals and secure a new tenant. 

Recommendation 

• Approve the proposed resolution. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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BUDGET AND FINANCE SUB-COMMITTEE MEETING MARCH 13, 2019 

-
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City Charter Section 9.118{c) states that any modification, amendment or termination of a lease 
that had an initial term of ten years or more, including options to extend, or that had 
anticipated revenues of $1 million or more is subject to Board of Supervisors approval. 

BAGKGR0UND 

In 1984, the Grace Retail Corporation {now Orchard Supply Company, LLC) entered into a lease 
with the City and County of San Francisco for a 206,932 square foot property owned by the San 
Francisco Public Utilities Commission {SFPUC) in the City of Millbrae in San Mateo County. The 
term of the lease was for thirty years with two (2) ten-year options to extend the lease to April 
2034. The Orchard Supply Company, LLC {Orchard Supply Company) exercised the first ten-year 

option to extend the lease to April 2024. 

In 2016, the Board of Supervisors approved an amendment to the lease between SFPUC and 
Orchard Supply Company to reduce the size of leased premises for needed space for the 
SFPUC's Regional Groundwater Storage and Recovery Project. The amendment permanently 
reduced the total square footage by 13,623 square feet from 206,932 square feet to 193,309 
after construction was completed. In return, the SFPUC paid the Orchard Supply Company 
$460,673 to compensate for the lease reduction. 

On August 22, 2018, Lowe's Home Centers, LLC {Lowe's), the parent of Orchard Supply 
Company, announced that it would close all 99 Orchard Supply Company stores in California by 
the end of 2018. Lowe's appointed a Chicago brokerage firm, Hilco, to handle the liquidation 
and closing of the stores. In early November 2018, Hilco made a verbal offer to the SFPUC to 
terminate the lease, followed by delivery of a draft termination agreement on November 7, 
2018 for the SFPUC's consideration. 

On January 22, 2019, the SFPUC approved a resolution authorizing the General Manager to 
execute the proposed Lease Termination Agreement. 

DEil"All::S 0F RR0P0SED 1.!EGIStAml@N 

The proposed resolution would approve: 

• Termination of the existing lease between SFPUC, as landlord, and Orchard Supply 
Company, LLC, as tenant as of April 30, 2019; 

• The terms and conditions of the termination agreement; and 

• Amendments or modifications to the termination agreement by the SFPUC General 
Manager, that are in the best interest of the City and do not materially increase the 

obligations or liabilities of the City and are in compliance will applicable laws. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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BUDGET AND FINANCE SUB-COMMITTEE MEETING MARCH 13, 2019 

Details of the Proposed Lease Termination 

The termination agreement provides for the early termination of the lease as of April 30, 2019, 
and relieves Orchard Supply Company of its obligation to pay rent beyond the termination date. 
Orchard Supply Company will surrender possession of the premises in a broom-clean condition, 
and repair any material damage caused by its removal of inventory, fixtures and equipment. 

Alternative Uses for Space 

The SFPUC plans to use the early termination of the lease to (1) use existing warehouse on the 
premises as additional utility plumbers' storage and workshop space, and (2) rent the additional 
structures to a new tenant. 

Of the 193,309 square feet of space currently under the lease, SFPUC plans to use 6,800 square 
feet for new storage for the Millbrae Yard. The Orchard Supply Company previously built a 
warehouse at the leased premises, which will come under the ownership of SFPUC upon 
termination of the lease. According to Mr. Anthony Bardo, Assistant Real Estate Director at the 
SFPUC, the utility plumbers' materials are currently stored in a structurally unsafe building. 

The remaining 186,509 square feet includes two structures that the SFPUC plans to rent to 
outside tenants. One structure consists of a single-story, 50,000 square foot building 
constructed around 1985 that was previously occupied by the Orchard Supply Company. The 
second structure. consists of a single-story, 4,900 square foot building currently occupied by 
Kentucky Fried Chicken, which has a sublease agreement with the Orchard Supply Company. 
The SFPUC is developing a request for proposals for short-term leases of the former Orchard 
Supply Company store and the Kentucky Fried Chicken restaurant and has ordered a fair market 
rent appraisal for the two facilities. 

In addition, the termination of the lease will allow SFPUC to address pedestrian safety issues 
occurring on an easement included in the current lease. 

FISCAL IMPACT 

Under the existing lease, the annual rent paid by Orchard Supply to SFPUC is $1,117,432 for the 
four year period from May 2014 to April 2019, which would increase by the Consumer Price 
Index (CPI} to $1,304,915 beginning on May 1, 2019. The proposed termination agreement 
terminates the existing lease as of April 30, 2019. Based on annual rent of $1,304,915 for the 
remaining five-year term of the existing lease from May 1, 2019 through April 30, 2024, the 
SFPUC will lose $6,524,577. 

According to Mr. Bardo, the loss in rent will be offset by two (2) new five-year leases at current 
fair market value. The SFPUC estimates that a new fair market rent for the land and 
improvements would exceed the rent in the current ground lease. 

Under the existing lease, the SFPUC did not receive any rent from the subtenant, Kentucky 
Fried Chicken. The SFPUC is currently negotiating a 12-month extension of the existing 
Kentucky Fried Chicken restaurant lease for 9 percent of sales with a minimum base rent of 
$10,350 per month, or a minimum of $124,200 per year. According to Mr. Bardo, the 12-month 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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extension was granted as staff estimate it will take one year to issue a request for proposals 
and secure a new tenant. The draft of the request for proposals is currently being finalized. 

" ' 

REC©MMENIJ>~"l11©N 
~ = "" ~ -

Approve the proposed resolution. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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FIRST AMENDMENT TO GROUND LEASE 

TJiIS FIRST AMENDMENT TO GROUND LEASE (this "Amendment") is made as of 
fil\Gr~r ~ , 201.W, in San Francisco, California, by and between CITY AND COUNTY OF 
SAN FRANCISCO, a municipal corporation ("City" or "Landlord"), acting through its Public 
Utilities Commission ("SFPUC") and ORCHARD SUPPLY COMPANY, LLC, a North 
Carolina limited liability company ("Tenant"). 

RECITALS 

THIS AMENDMENT is made with reference to the following facts and circumstances: 

A. City and Tenant's predecessor in interest entered into that Ground Lease dated 
April 26, 1984 (the "Lease"), for the lease of approximately 4.7505 acres ofland commonly 
known as 900 El Camino Real, Millbrae, San Mateo County, California, and known in SFPUC 
records as a portion of Parcel 29, Millbrae Pump Station Lot (the "Premises"), as further 
described in the Lease. The Premises are under SFPUC's jurisdiction. 

B. The Lease provides for an initial term of 30 years, commencing May l, 1984, and 
expiring April 30, 2014, with two options to extend the term for additional periods of ten (10) 
years each. Tenant exercised the first option to extend the term for an additional 10-year period, 
commencing on May 1, 2014, at an annual rent (as determined by appraiser arbitration) of One 
Million One Hundred Seventeen Four Hundred Thirty-two Dollars ($1,117,432.00), subject to a 
rental adjustment on May 1, 2019, as required in Section 5.0l(f) of the Lease. 

C. SFPUC is undertaking the Regional Groundwater Storage and Recovery Project to 
enhance the capacity and reliability of SFPUC' s regional water system. City desires to use 
portions of the Premises for the· Project, and Tenant is willing to agree to such use, on the terms 
and conditions set forth in this Amendment. 

ACCORDINGLY, in consideration of the matters described in the foregoing Recitals, and 
for other good and valuable consideration, the receipt and sufficiency of which are mutually 
acknowledged, the City and Tenant agree as follows: 

1. Effective Date; Commencement Dates. 

1.1 Effective Date. The date on which this Amendment shall become effective (the 
"Effective Date") is the date upon which both of the following shall have occurred: (a) City's 
Mayor and Board of Supervisors, in their sole and absolute discretion, shall have adopted a 
resolution or enacted an ordinance approving this Amendment in accordance with all applicable 
laws, and (b) this Amendment shall have been duly executed and delivered by the parties hereto. 

1.2. Building Commencement Date. The "Building Commencement Date" shall be 
September 28, 2015. If City's contractor first enters the portion of the Premises identified as 
"Build & Well Area" on Exhibit A (the "Building and Well Site") and the Temporary Staging 
Area, as defined in Section 2.2, to commence staging and well construction for the Project 
pursuant to a Permit to Enter between City and Tenant ("Permit") before this Amendment is 
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executed, then such date of first entry shall be deemed the Building Commencement Date for 
purposes of determining the expiration date of the 18-month Building Construction Period, as 
defined in Section 2.2, and City's use of the Building and Well Site and Temporary Staging Area 
during the period from the Building Commencement Date until the Effectiye Date sh~il 6.e!; ):': :« 
governed by such Permit. 

1.3 Utility Line Commencement Date. The "Utility Line Commencement Date" 
shall be the date on which City's contractor commences using the areas identified as 
"Temporary Work Area" on attached Exhibit A to commence construction of the subsurface 
utility lines identified on Exhibit A and/or to commence construction staging associated with the 
installation of the well station in the Building and Well Site. The Utility Line Commencement 
Date shall be no earlier than the Building Commencement Date and no later than nine (9) months 
after the Building Commencement Date. City shall provide, or cause its contractor to provide, at 
least fourteen (14) days' advance written notice to Tenant of the Utility Line Commencement 
Date. At the request of either party, Tenant and City shall confirm in writing the Utility Line 
Commencement Date. If City's contractor first uses the Temporary Work Area to commence 
construction of the subsurface utility lines before the Effective Date, pursuant to a Permit (as 
defined in Section 1.2), then such date of initial use shall be deemed the Utility Line 
Commencement Date for purposes of determining the expiration date of the Utility Line 
Installation Period (as defined in Section 2.3); however, City's use. of the Temporary Work Area 
during the period from the Utility Line Commencement Date until the Effective Date shall be 
governed by such Permit. 

2. Modification of Premises. 

2.1. Permanent Deletion of Building and Well Site. On the later of the Building 
Commencement Date or the Effective Date, the Building and Well Site shall be deleted from the 
Premises for the balance of the Term, including any Extended Term. On the Building 
Commencement Date, Tenant shall tender possession of the Building and Well Site to City's 
contractor free and clear of any and all trash, vehicles, equipment, inventory, other personal 
property, and structures, except that Tenant, at its option, may leave the existing fence for City's 
contractor to demolish. 

2.2. Temporary Deletion of Temporary Staging Area. Commencing on the later of 
the Building Coinmencement Date or the Effective Date, and continuing until the expiration of 
the Building Construction Period, as defined below, the portion of the Premises identified as 
''Temporary Staging Area" on Exhibit A (the "Temporary Staging Area") shall be deleted 
from the Premises. The Temporary Staging Area includes those areas shaded in Cyan, green and 
red (for underground utilities) where they overlap with the pink/magenta area on Exhibit A. On 
the Building Commencement Date, Tenant shall tender possession of the Temporary Staging 
Area to City's contractor free and clear of any and all trash, vehicles, equipment or other .personal 
property, and structures. The "Building Construction Period" shall be the period commencing 
on the Building Commencement Date and expiring on the last day of the 18th full calendar 
month thereafter; however, City shall have the option to extend the Building Construction Period 
beyond that date on a month~to-month basis. A 14-day written notice will be given to Tenant if 
City elects to exercise its option for any such extension. For any such extension, City shall pay 
Tenant monthly in advance the sum of Two Thousand Sixteen Dollars ($2,016) per month 
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(which is the same rate as the portion of the Compensation (as defined in Section 4) paid for the 
Temporary Staging Area for the initial 18-month Building Construction Period, prorated on a 
monthly basis). Upon the expiration of the Building Construction Period, City shall restore the 
surface of the Temporary Staging Area as provided in Section 3, and such space shall again be 
part of the Lease Premises. 

City shall indemnify, defend and hold harmless ("Indemnify") Tenant from and against 
any and all claims, costs and expenses, including, without limitation, reasonable attorneys' fees 
(collectively, "Claims"), to the extent caused by (a) City's use of the Temporary Staging Area 
during the Building Construction Period, or (b) any negligence of City or its Agents (as defined 
below) in, on or about the Temporary Staging Area during the Building Construction Period; 
provided, however, City shall not be obligated to Indemnify Tenant or its Agents to the extent 
any Claim arises out of the negligence or willful misconduct of Tenant or its Agents. In any 
action or proceeding brought against Tenant by reason of any Claim Indemnified by City 
hereunder, City may, at its sole option, elect to defend such Claim by attorneys in City's Office 
of the City Attorney, by other attorneys selected by City, or both. City shall have the right to 
control the defense and to deterroine the settlement or compro!Pise of any action or proceeding, 
provided that Tenant shall have the right, but not the obligation, to participate in the defense of 
any such Claim at its sole cost. City's obligations under this Section shall survive the expiration 
of the Building Construction Period. The term "Agents~' when used in this Amendment with 
respect to either party shall include the agents, employees, officers and contractors of such party 

2.3. Shared Use of Temporary Work Area. During the Utility Line Installation 
Period, as defined below, City shall have the right to use the Temporary Work Area for the 
installation of the subsurface water, sewer, electrical, and telephone lines in the locations 
identified on Exhibit A (the "New Utilities") and for construction staging and activities 
associated with the installation of the well station in the Building and Well Site. The Temporary 
Work Area includes the portions of the areas shown in red, light blue and green that overlap with 
the gray area on Exhibit A, as well as the entire blue "Water Out" area shown on such Exhibit 
running along the boundary of the Premises to El Camino Real. Tenant and City's contractor 
shall cooperate in good faith to schedule the installation' of such utilities at such times and in such 
manner as to reasonably minimize disruption to Tenant's operations; provided that such efforts 
(i) do not result in a material increase in the cost of performing the utility line installation work, 
(ii) do not diminish the quality of utility installation work performed, and (iii) do not 
unreasonably restrict Tenant's ability to take delivery of necessary supplies and merchandise. 
During any scheduled installation, Tenant shall keep the Temporary Work Area free and clear of 
parked vehicles, equipment, supplies, merchandise and other obstructions, except for delivery 
trucks loading or unloading materials at Tenant's loading dock at mutually agreed upon times. 
The "Utility Line Installation Period" shall be the period commencing on the Utility Line 
Commencement Date and expiring on the last day of the ninth (9th) full calendar month 
thereafter; however, City shall have the option to extend the Utility Line Installation Period 
beyond that date on a month-to-month pasis. A 14-day written notice will be given to Tenant if 
City elects to exercise its option for any such extension. For any such extension, City shall pay 
Tenant monthly in advance the sum of Seven Thousand Four Hundred Seventy-nine Dollars 
($7,479) per month (which is the same rate as the portion 6f the Compensation (as defined in 
Section 4) paid for the Temporary Work Area for the initial Utility Line Installation Period, 
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prorated on a monthly basis). During the Utility Line Installation Period, the Temporary Work 
Area shall remain part of the Lease Premises. 

City shall Indemriify Tenant from and against any and all Claims, to the extent caused by 
(a) City's use of the Temporary Work Area during the Utility Line Installation Period, or (b) any 
negligence of City or its Agents in, on or about the Temporary Work Area during the Utility Line 
Installation Period; provided, however, City shall not be obligated to Indemnify Tenant or its 
Agents to the extent any Claim arises out of the negligence or willful misconduct of Tenant or its 
Agents. In any action or proceeding brought against Tenant by reason of any Claim Indemnified 
by City hereunder, City may, at its sole option, elect to defend such Claim by attorneys in City's 
Office of the City Attorney, by other attorneys selected by City, or both. City shall have the right 
to control the defense and to determine the settlement or compromise of any action or 
proceeding, provided that Tenant shall have the right, but not the obligation, to participate in the 
defense of any such Claim at its sole cost. City's obligations under this Section shall survive the 
expiration of the Utility Line Installation Period. 

2.4 Maintenance, Operation and Protection of the New Utilities. Landlord's 
easement under Section 2.02 of the Lease to enter the Premises t9 repair, replace, maintain, 
operate and remove existing utility facilities shall extend to and include the future repair, 
replacement, maintenance, operation and removal of the New Utilities installed in the Temporary 
Work Area by City pursuant to Section 2.3. Tenant's obligation to use reasonable efforts to 
protect improvements and pipeline appurtenances and prevent damage to City's underground 
pipelines; under Section 2.03 of the Lease, shall extend to and include the protection of the New 
Utilities. 

3. Restoration of Temporary Work Area and Temporary Staging Area. On the earlier 
of expiration of the Utility Line Installation Period (including any extension) or City's completion 
of the Project, City shall restore, as nearly as reasonably possible, the surface of the Temporary 
Work Area to its condition immediately prior to the commencement of the work related to the 
Project. On the earlier of expiration of the Building Construction Period (including any 
extension) or City's completion of the Project, City shall restore, as nearly as reasonably possible, 
the surface of the Temporary Staging Area to their condition immediately prior to the 
commencement of the work related to the Project, and such premises shall again b~come part of 
the Lease Premises. 

4. Compensation. Within.thirty (30) days after the Effective Date (as defined in 
Section 1.1), City shall pay Tenant the sum of Four Hundred Sixty Thousand Six Hundred 
Seventy-three Dollars ($460,673.00) (the "Compensation") as compensation for (i) the 
termination of the Lease with respect to the Building and Well Site, (ii) deletion of the 
Temporary Staging Area from the Lease Premises during the Building Construction Period 
(provided that additional compensation will be payable for any extension, in accordance with 
Section 2.2), (iii) City's use of the Temporary Work Area during the Utility Line Installation 
Period (provided that additional compensation will be payable for any extension, in accordance 
with Section 2.3), and (iv) City's permanent use of subsurface portions of the Premises for the 
New Utilities. Tenant acknowledges that such payment will compensate Tenant in full, and 
Tenant shall not be entitled to any rental abatement or rental reduction for the permanent deletion 
of the Building and Well Site, the temporary deletion of the Temporary Staging Area from the 
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Premises, Landlord's shared use of the Temporary Work Area, or City's permanent use of the 
subsurface areas for the New Utilities. If City's contractor commences using any part of the 
Premises before the Effective Date, pursuant to a Permit, as defined in Section 1.2, then City 
shall receive a credit toward the Compensation in the amount of any use fees paid by City (either 
in cash or as offsets against the Lease rent) under such Permit. Upon request, Tenant shall 
submit any standard forms required by the City's Controller as a condition of releasing the 
payment, including federal form W-9 and City form P-25. 

5. City Lease Provisions. The provisions set forth in attached Exhibit B are incorporated 
into and made a part of the Lease as of the Effective Date. 

6. No Joint Venture. Neither this Amendment nor any activity by the City hereunder 
creates a partnership or joint venture between the City and Tenant relating to the Lease or 
otherwise. This Amendment does not constitute authorization or approval by the City of any 
activity conducted by Tenant, and the City shall in no way be responsible for the acts or 
omissions of Tenant on the Premises or otherwise. 

7. Attorneys Fees. In the event a dispute arises concerning this Amendment, the party not 
prevailing in such dispute shall pay any and all costs and expenses incurred by the other paity in 
enforcing or establishing its rights hereunder, including, without limitation, court costs and 
reasonable attorneys' fees. For pt.lrposes of this Amendment, reasonable fees of attorneys of 
City's Office of the City Attorney shall be based on the fees regularly charged by private 
attorneys with the equivalent number of years of experience in the subject matter area of the law 
for which the City Attorney's services were rendered who practice in the City of San Francisco in 
law firms with approximately the same number of attorneys as employed by the Office of the 
City Attorney. 

8. References. No reference to this Amendment is necessary in any instrument or document 
at any time referring to the Lease. Any future reference to the Lease shall be deemed a reference 
to such document as amended hereby. 

9. Applicable Law. This Amendment shall be governed by, construed and enforced in 
accordance with the laws of the State of California. 

10. Further Instruments. The paities hereto agree to execute such further instruments and 
to take such further actions as may be reasonably required to carry out the intent of this 
Amendment. Without limiting the foregoing, the parties agree to negotiate in good faith a 
memorandum of agreement setting forth their agreement concerning construction details such as 
scheduling of City's installation of utility lines within the Temporary Work Area. 

11. Counterparts; Electronic Signature. This Amendment may be executed in 
counterparts. This Amendment shall be considered executed by a party when counterparts 
bearing the signing party's original signature are delivered to the other party or when a 
counterpart bearing the signature of such signing party is delivered in an Adobe .pdf file by email 
transmission to the other party. Such electronic signature shall be treated in all respects as 
having the same effect as an original signature. 
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12. Miscellaneous. The Lease shall remain in full force and effect as modified by this 
Amendment. The Lease as amended by this Amendment constitutes the entire agreement of the 
parties concerning the subject matter hereof, and supersedes and conceals any and all previous 
negotiations, agreements, or understandings, if any, regarding the matters contained herein. The 
execution of this Amendment shall not constitute a waiver of relinquishment of any rights that 
City may have relating to the Lease. Tenant and City hereby ratify and confirm all of the 
provisions of the Lease as amended by this Amendment. 

[Remainder of page intentionally blank] 
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In witness whereof, the parties hereto have executed this Amendment as of the first date 
written above. 

TENANT: ORCHARD SUPPLY COMPANY, LLC, a 
North Carolina limited liability company 

By:~~~~~~~~~~~
Name:~-~~--~-----~ 
Its: -------· 

LANDLORD: CITY AND COUNTY OF SAN FRANCISCO, 
a municipal corporation 

lLQJ)~ 
By:~--~------~---

HARLAN L. KELLY, JR. 
General Manager 
San Francisco Public Utilities Commission 

APPROVED AS TO FORM: 

DENNIS J. HERRERA, City Attorney 

By:~/~~~~~·~~~~~·~ 
Carolyn 
Deputy 
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EXHIBIT A 

Diagram of Temporary Work Area, Building and Well Site, 

and Temporary Staging Area 
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Site APN 

Bldg & Well Area 093-220-010 

Temp Work Area 093-220-010 

Sub-Surface Telephone 093-220-010 

Sub-Surface Water/SS/SD 093-220-010 

Sub-Surface Water Out 093-220-010 

Temp Staging 093-220-010 

I 
I 

Total OSH Lease Area 

206,931 sq, ft.± 

206,931 sq, ft.± 

206,931 sq, ft.± 

206,931 sq, ft.± 

206,931 sq, ft.± 

206,931 sq, ft.± 

Water Out 

Temporary 
Work Area 

(shared use area) 

PG&E Right-of-Way 

Easement Diagram 

Site Area Type · Color 

5,393 sq.ft.:!: Perm.Area Blue 

20,005 sq.ft.± Temp. Access Area Gray 

862 sq.ft.± Perm. Underground Area Green 

481sq.ft.± Perm. Underground Area Red 

6,887 sq.ft.:!: Perm. Underground Area Cyan 
4,373 sq.ft..± Temp.Const. Area Magenta 

Temporary Staging 
Ari~o 

Telephone 

Build & Well Area 

Water/ 
Sanitary Sewer/ 
Storm Drain 

City of Millbrae, Son Mateo Co. City and County of San Francisco 

Public Utilities Commission 
Real Estate Services 

Millbrae Corporation Yard 

Conjunctive Use Project Site 13 02/23/2015 
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EXHIBITB 

City Lease Provisions 

A. Local Hiring Requirements 

If Tenant proposes to make improvements or alterations to the Premises that exceed 
Seven Hundred Fifty Thousand Dollars ($750,000) in cost ("Covered Alterations"), unless 
otherwise exempt, Tenant shall comply with the Local Hiring Policy set forth in San Francisco 
Administrative Code Section 6.22(g) (the "Local Hiring Policy") in the construction or 
performance of the Covered Alterations. Because the Premises are located within 70 miles from 
the jurisdictional boundary of the City, the percentage requirements will apply in proportion to 
City's actual cost, if any, of the Covered Alterations compared to the total cost of the project, 
pursuant to Administrative Code Section 6.22(g)(3)(C). Before starting any such Covered 
Alterations, Tenant shall contact City's Office of Economic Workforce and Development to 
verify the Local Hiring Policy requirements that apply to the Improvements or Alteration, and 
Tenant shall comply with all such requirements. Failure to comply shall be deemed a breach of 
the Lease, and may subject Tenant to penalties as set forth in the Local Hiring Policy. 

Any capitalized term used in this Section A that is not defined will have the meaning given to 
such term in the Local Hiring Policy. 

B. NonRDiscrimination in City Contracts and Benefits Ordinance 

1. Section 20.10 and Exhibit F of the Lease are replaced in full with this Section B 
effective as of the Effective Date (as defined in Section 1.1 of the First Amendment to Ground 
Lease to which this Exhibit is attached). Section 20.10 and Exhibit F of the Lease remain 
applicable until the Effective Date. 

2. Covenant Not to Discriminate 

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

3. Subleases and Other Subcontracts 

Tenant shall include in all Subleases and other subcontracts relating to the Premises 
entered into or amended on or after the Effective Date a non-discrimination clause applicable to 
such Subtenant or other subcontractor in substantially the form of Subsection (a) above. In 
addition, Tenant shall incorporate by reference in all subleases and other subcontracts entered 
into or amended on or fter the Effective Date the provisions· of Sections 12B.2(a), 12B.2(c)-(k), 
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and 12C.3 of the San Francisco Administrative Code and shall require all Subtenants and other 
subcontractors under such subleases and subcontracts to comply with such provisions. Tenant's 
faiiure to comply with the obligations in this Subsection shall constitute a material breach of the 
Lease. 

4. Non-Discrimination in Benefits 

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

5. Incorporation of Administrative Code Provisions by Reference 

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

C. Notification of Limitations on Contributions 

By its execution of this Amendment, Tenant acknowledges that it is familiar with Section 
1.126 of the San Francisco Campaign and Governmental Conduct Code, which prohibits any 
person who contracts with the City for the selling or leasing of any land or building to or from 
City whenever such transaction would require the approval by a City elective officer, the board 
on which that City elective officer serves, or a board on which an appointee of that City elective 
officer serves, from making any campaign contribution to (a) the City elective officer, (b) a 
candidate for the office held by such individual, or (c) a committee controlled by such individual 
'or candidate, at any time from the commencement of negotiations for the contract until the later 
of either the termination of negotiations for such contract or six months after the date the contract 
is approved. Tenant acknowledges that the foregoing restriction applies only if the contract or a 
combination or series of contracts approved by the same individual or board in a fiscal year have 
a total anticipated or actual value of $50,000 or more. Tenant further acknowledges that the 
prohibition on contributions applies to each entity constituting Tenant; each member of Tenant's 
board of directors, and Tenant's chief executive officer, chief financial officer, and chief 
operating officer; any person with an ownership interest of more than twenty percent (20%) in 
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Tenant; any subcontractor listed in the contract with City; and any committee that is sponsored or 
controlled by Tenant. Additionally, Tenant acknowledges that Tenant must inform each of the 
persons described in the preceding sentence of the prohibitions contained in Section 1.126. 
Tenant shall provide City with the names of each person, entity, or committee described above. 

D. MacBride Principles • Northern Ireland 

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

E. Bottled Drinking Water 

Unless exempt, Tenant agrees to comply fully with and be bound by all of the provisions 
of the San .Francisco Bottled Water Ordinance, as set forth in San Francisco Environment Code 
Chapter 24, including the administrative fines, remedies, and implementing regulations provided 
in that statute, as the same may be amended from time to time. The provisions of Chapter 24 are 
incorporated by reference and made a part of the Lease as though fully set forth. 

F. Tropical Hardwood and Virgin Redwood Ban 

City urges companies not to import, purchase, obtain, or use for any purpose any tropical 
hardwood, tropical hardwood wood product, virgin redwood, or virgin redwood wood product. 
Except as expressly permitted by the application of Sections 802(b) and 803(b) of the San 
Francisco Environment Code, Tenant shall not provide any items to the construction of the 
Improvements or the Alterations, or otherwise in the performance of the Lease that are tropical 
hardwoods, tropical hardwood wood products, virgin redwood, or virgin redwood wood 
products. If Tenant fails to comply in good faith with any of the provisions of Chapter 8 of the 
San Francisco Environment Code, Tenant shall be liable for liquidated damages for each 
violation in any amount equal to Tenant's net profit on the contract, or five percent (5%) of the 
total amount of the contract dollars, whichever is greater. 

G. Prohibition of Tobacco Sales and Advertising 

Tenant acknowledges and agrees that no advertising ·or sale of cigarettes or tobacco 
products is allowed on ~he Premises. This advertising prohibition includes the placement of the 
name of a company producing cigarettes or tobacco products or the name of any cigarette or 
tobacco product in any promotion of any event or product. 

H. Prohibition of Alcoholic Beverage Advertising 

Tenant acknowledges and agrees that no advertising of alcoholic beverages is allowed on 
the Premises. For purposes of this Section, "alcoholic beverage" shall be defined as set forth in 
California Business and Professions Code Section 23004, and shall not include cleaning 
solutions, medical supplies and other products and substances not intended for drinking. This 
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advertising prohibition includes the placement of the name of a company producing alcoholic 
beverages or the name of any alcoholic beverage in any promotion of any event or product 

I. Disclosure 

Tenant understands and agrees that the City's Sunshine Ordinance (San Francisco 
Administrative Code Chapter 67) and the State Public Records Law (California Gov't Code 
Section 6250 et seq.), apply to the Lease and any and all records, information, and materials 
submitted to the City in connection with the Lease. Accordingly, any and all such records, 
information, and materials may be subject to public disclosure in accordance with the City's 
Sunshine Ordinance and the State Public Records Law. Tenant hereby authorizes the City to 
disclose any records, information, and materials submitted to the City in connection with the 
Lease. 

J. Food Service Waste Reduction 

Tenant agrees to comply fully with and be bound by all of the provisions of the Food 
Service Waste Reduction Ordinance, as set forth in the San Francisco Environment Code, 
Chapter 16, including the remedies provided in that statute, and implementing guidelines and 
rules. The provisions of Chapter 16 are incorporated in the Lease by reference and made a part 
of the Lease as though fully set forth in this Amendment. This provision is a material term of the 
Lease. By entering into this Amendment, Tenant agrees that if it breaches this provision, City 
will suffer actual damages that will be impractical or extremely difficult to determine. Without 
limiting City's other rights and remedies, Tenant agrees that the sum of One Hundred Dollars 
($100.00) liquidated damages for the first breach, Two Hundred Dollars ($200.00) liquidated 
damages for the second breach in the same year, and Five Hundred Dollars ($500.00) liquidated 
damages for subsequent breaches in the same year is a reasonable estimate of the damage that 
City will incur based on the violation, established iiJ. light of the circumstances existing at the 
time this Amendment was made. Such amounts shall not be considered a penalty, but rather 
agreed monetary damages sustained by City because of Tenant's failure to comply with this 
provision. 

K. Criminal History in Hiring and Employment Decisions 

Unless exempt, Tenant agrees to comply with and be bound by all of the provisions of 
San Francisco Administrative Code Chapter 12T(Criminal History in Hiring and Employment 
Decisions; "Chapter 12 T"), which are hereby incorporated as may be amended from time to 
time, with respect to applicants and employees of Tenant who would be or are performing work 
at the Premises. 

Tenant shall incorporate by reference the provisions of Chapter 12T in all subleases of 
some or all of the Premises, and shall require all Subtenants to comply with such provisions. 
Tenant's failure to comply with the obligations in this Subsection shall constitute a material 
breach of the Lease. 

Tenant and any Subtenants shall not inquire about, require disclosure of, or if such 
· information is received, base an Adverse Action on an applicant's or potential applicant for 

employment, or employee's: (i) Arrest not leading to a Conviction, unless the Arrest is 
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undergoing an active pending criminal investigation or trial that has not yet been resolved; 
(ii) participation in or completion of a diversion or a deferral of judgment program; (iii) a 
Conviction that has been judicially 'dismissed, expunged, voided, invalidated, or otherwise 
rendered inoperative; (iv) a Conviction or any other adjudication in the juvenile justice system; 
(v) a Conviction that is more than seven years old, from the date of sentencing; or 
(vi) information pertaining to an offense other than a felony or misdemeanor, such as an 
infraction. 

Tenant and any Subtenants shall not inquire about or require applicants, potential 
applicants for employment, or employees to disclose on any employment application the facts or 
details of any conviction history, unresolved arrest, or any matter identified in Subsection (c) 
above. Tenant and Subtenants shall not require such disclosure or make such inquiry until either 
after the first live interview with the person, or after a conditional 9ffer of employment. 

Tenant and any Subtenants shall state in all solicitations or advertisements for employees 
that are reasonably likely to reach persons who are reasonably likely to seek employment with 
Tenant or subtenant at the Premises, that the Tenant or subtenant will consider for employment 
qualified applicants with criminal histories in a manner consistent with the requirements of 
Chapter 12T. 

Tenant and any Subtenants shall post the notice prepared by the Office of Labor -
Standards Enforcement ("OLSE"), available on OLSE's website, in a conspicuous place at the 
Premises and at other workplaces within San Francisco where interviews for job opportunities at 
the Premises occur. The notice shall be posted in English, Spanish, Chinese, and any language 
spoken by at least 5% of the employees at the Premises or other workplace at which it is posted. 

Tenant and any Subtenants understand and agree that upon any failure to comply with the 
requirements of Chapter l 2T, City may pursue any rights or remedies available under Chapter 
12T or the Lease, including but not limited to a penalty of $50 for a second violation and $100 
for a subsequent violation for each employee, applicant or other person as to whom a violation 
occurred or continued, termination or suspension in whole or in part of the Lease. 

If Tenant has any questions about the applicability of Chapter 12T, it may contact the 
City's Real Estate Division for additional information. City's Real Estate Division may consult 
with the Director of the qty' s Office of Contract Administration who may also grant a waiver, as 
set forth in Section 12T.8. 
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950 EL CAMINO REAL 
MILLBRAE, CALIFORNIA 

GROUND LEASE 

.,, ' "'). 

HNE:hba 
7/25/83 
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Thil3 GROUND LEASE is made as of this &k:ffi day of ~~ 
1984, by and betveen the CITY ANO COUNTY OF SAN FRANCISCO, a municipal 
corporati.on, acting through its Public Utilities Commission (the 
"Commis11ion") (''Landlord"), and GRACE RE.TAIL CORPORATION, a Oelaware 
corporation having an office at c/o Orchard Supply Hardware, 1555 S. 
Seventh St., San Joee, California 95112 (''Tenant"). 

RECITALS: 

This Ground LeMe is made and entered on the basis 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, particulady 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 

1.01, Additional Rent. The rent payable by Tenant pursuant to 
·' Section 5,04 of thi.s Ground Lease. 

t.02. Annual Rent. The rent payable by Tenant pursuant to Section 
S.Ol(b) of the Ground Lease, 

1.03. Commencement Date. tl\f".;.=! , 198~. 

1.04. Development Period, The period cotnmencing with the 
Commencement Date and exp1r1ng on the first (1st) anniversary date 
thereof or the Opening Date, whichever is the earlier. 

l.05. Lease Year. The period of twelve consecutive months 
commencing upon the Commencement Date and terminating on the laet day of 
the month expiring immediately prior to the first anniversary of the 
Commencement Date, and each successive twelve month period thereafter. 

1.06. Manager. The General Manager and Chief Engineer of the San 
Francisco Water Department. 

1.07. Mortgage. A deed of trust as wetl ae a mortgage. 

1.08, Mortgagee. A beneficiary under or a holder of a recorded 
deed of trust as well as a mortgagee. 

1.09. Mortgagor. A trustor under a recorded deed of trust ae well 
as a mortgagor. 

l.10. Opening Date. The date on which the Tenant opens for 
business on any portion of the Premises. 
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1.11. 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. 

1. 14. Tenn. The term of this Ground Lease as provided in ARTICLE 
THREE hereof-. -

ARTICLE 1WO 

Premises 

2. 01. Demise of Premises. Land lord leases to Tenant and Tenant 
does hereby lease and take from Landlord the Premises for the Tenn, 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) Cons true t ion 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 cotlllll\lnication 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. 

Ce) Supporting Rights. The foregoing shall include such 
rights of ingress and egress 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 s11bject to the following right$ and 
obligations: 

Ca) 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 apace, roadways and landscaping (other 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 "axle 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 carryi~g R tons (16,000 lbs .. ) .. It is Tenaot•s rPRponi:;fbility 
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 unneceasarily 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 innnediately 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 & 
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 Premisell onto El Camino Real 
at the signalized intersection. Tenant shall, at its sole cost and 
expense, te locate 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. T,andlord and Tenant further covenant and agree that each shall 
keep the Ingress & Egress Easement area free at all times from 
obstructions of any nnture (including, without limitation, parking of 
trucks or othet 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 aimpla 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 teal 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 ahall 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 1 ink 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\encement 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 loweet bid for 
such relocation work shall be in excess of the Cap Ptice, 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 conlltruction price of said lowest bid and 
pay to Tenant the amount thereof which exceeds the Csp 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 het'ein provided within said thirty (30) day period, then said 
lowest bid shall be deemed approved and Landlord shall pay to Tenant the 
amount, if any, hy 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 exeess of the Gap 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 comp le ting auch re location 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 te= 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 lit 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 shall not cure 
auch breach or failure within thirty (30) days after notice from Landlord 
specifying such breach or failure (or if such bt"each or failure shall 
reasonably take more than thirty (30) days to cure. Tenant shsll not have 
commenced the same within said thirty (JO) days and diligently prosecuted 
the same to completion), Landlord may, at Landlord 1 a 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, sai.d 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 at the hour of 12:01 A.Ii. on the thirtieth OOth) 
anniversary of the Commencement Date unlesa (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 ad jus trnent 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 commence 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 connnencement of each Extended Term, unless earlier terminated 
as het"einafter provided. 

(a) Conditions Precedent To Options To Extend • 
'l'enant 's right to exercise the option to extend for an Extended Term 
a hall 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 p.receding Extended 
Term), Tenant shall give Landlord written notice that Tenant ha$ 
irrevocably elected to extend the Tet'lll 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 end 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 
thi e 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 Landlord; (ii) to compensate Landlord 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 cred.it 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 
written 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 same 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. 

- 6 -



.. 
'" 

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 (SlZ,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 Ann.ual 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 "Adiustment Date") in accordance with Section 5,0l(c)(2) 
below. For purpo;ee hereof, the terms "Consumer Price Index", "CPI", or 
"Index", shall mean the Consumer Price Index FoT 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 inunediately prior to 
the fifth (5th) anniversary of the Commencement Date. The Annual Rent 
for the five (5) year period commencing with the fifth (5th) anniversary 
of the Commencement Date shall be the amount equal to the sum of: ( i) 
the Initial Annual Rent set forth in Section 5.0l(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 ~ 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 cot1DDencing 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) Tile second such rental adjustment shall be made 
for purposes of calculating the Annual Rent for the five (5) year period 
cotmnencing 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) 
annivereary 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 
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tenth (10th) anniversary of the Colll!llencement 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 det'ived 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 IndeK 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) annive~sary of the Commencement 
Date. The Annual' Rent for the five (S) 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 payn.bl~ 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 (15th) Lease Year of the Term by 30% or more, then the Annual 
Rent for said five ( 5) year period coumtencing 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 immediately 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 irmnediately 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 Beginiifng 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 IndeK Figure shall be the figure for the Consumer Price Index last 

- 8 -



• : • .. 
" '•, 

published irmnediately prior to the twenty-fifth (25th) anniversary of the 
Commencement Date. '111e Annual Rent for the five (5) year period 
connnencing 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 connnencing 
with the twenty-fifth (25th) anniversary of the Commencement Date shall 
be 130'.t 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 tenn 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 Commencement Date and for the five year period 
commencing on the thirty-fifth 05th) anniversary of the CoDD!lencement 
Date as follows: 

( i) The Annual Rent for the five year period 
commencing on the thirtieth (30th) 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 Co!lllllencement 
Date. This adjustment to fair market rental commencing upon the 
thirtieth (30th) anniversary of the Connnencement Date shall be mandatory 
and Tenant ahall 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 Commencement Date, the Beginning Index Figure shall be 
the figure for the Consumer Price Index last published i=ediately prior 
to the thirtieth (30th) anniversary of the Co1IDDencement 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 
lndex 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 (35th) anniversary of the Collllllencement 
Date sha 11 be 130% of the Annual Rent payable during the thirty-fifth 
(35th) 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 
cormnencing on the forty-fifth (45th) anniversary of the Commencement Date 
as follows: 

( i) The Annual Rent for the five year period 
cormnencing on the fortieth (40th) 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 
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therein being the thirty-ninth Cl9th) anniversary of the Connnencement 
Date. This adjustment to fair market rental commencing upon the fortieth 
(40th) anniversary of the Commencement Date shall be mandatory and Tenant 
shall not have the option of a CP! adjustment. 

(ii) For purposes of calculating the Annual 
Rent for the five year period commencing on the forty-fifth (45th) 
anniversary of the Conunencement 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 ahal 1 be the figure for the Consumer Price 
Index last published immediately prior to the forty-fifth (45th) 
anniver11ary of the Commencement Date. The Annual Rent for the five (S) 
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 (4Sth) Lease Year of the Term by the fraction, the 
numerator of which is the Adjustment Date Index Figure l!!!.! 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 forty-fifth (45th) Lease Year of the Term by 30% 
or more, then the Annual Rent for said five (5) year period commencing 
with the forty-fifth (45,th) anniversary of the Commencement Date shall be 
1.3a! of the Annual Rent payable during the forty-fifth. (45th) Laase Year 
of the Term. 

(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 fol lowing Tenant's receipt of Landlord's notice of 
Lsndlord'11 determination of adjusted Annual Rent, Tenant shall pay 
Landlord adjusted Annual Rent at the rate determined pursuant to Section 
S.Ol(c)(2), subject to the provisions of Section 5,0l(d)(J), In addi
tion, subject to the provisions of Section 5.0l(d)(3) hereof, if the 
monthly installments of adjusted Annual Rent payable by Tenant as 
determined pursuant to Section 5. 01 (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 detennination 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 
S.Ol(c)(2) and the monthly installments 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 Improvemente, as of the Appraisal 
Date, or the amount payable pursuant to Section 5.0l(c) (2), whichever is 
the lesser. Tenant shall exercise such option by written notice 
delivered to Landlord within thirty (30) days after each Appnisal Date. 

(2) Determination. Determination of fair market rental 
shall be based on the highest end best use of the Premises on the 
applicable Appraisal Date subject to the provisions 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' a determination of the appropriate amount of appraised Annual 
Rent to arbitration within the required pariod, Landlord's determination 
aha 11 be. fin a 1. The decision of the arbitrators sha 11 ba fins l; 
provided, however, that in no event shall the Annual Rent be lesa than 
the amount stated in Section 5.0l(b), 

(3) Payment. 1£ Tenant shall exercise its option under 
Section 5.0l(d)(l) 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. 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 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 it>stallments of Annual Rent determined pursuant to Section 
5.0l(d)(2) or at the rate determined pursuant to Section 5. Ol(c)(Z), 
whichever is leas, and the monthly installments of llnnual Rent pa.id b~,.
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 aa the arbitrators render their written 
determination of appraised Annual Rent. Commencing upon the first day of 
the month next following 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. 01 (b). In 
addition, if the monthly installments of ndjusted 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 lees, 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' a 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 Annuel Rent to fair market rent shall not 
restrict or preclude exercise by Tenant of its election with respect to 
any subsequent Appraisal Date. 
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(5) Base For Future Adjustments. Once Annual Rent has 
been determined by appraisal, the Annual Rent ao 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 a provided 
herein. 

(e) Annual Rent for Extended Terms. 

(1) Determination, Determination of fair market rental 
shall be baaed on the highest and beat 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 shal 1 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 ,,02 by giving Landlord the notice required by Section S.02(a) 
within twenty (20) days after receipt of Landlord's written 
detennination. If Tenant does not submit Landlord's determination of the 
appropriate amount of appraised Annual Rent to arbitration within the 
required period, Landlord's detet'l!lination 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 Tenn and Option Notice Period. In the 
event Lend1-:n:d shall fail to ~mhmit its det~rmination of appraised Annual 
Rent on or before the date which ia sixty (60) days pri~~ to the date 
upon which Tenant must deliver notice to Landlord of its election to 
extend the Term pursuant to Section 3.02(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)(2) hereof, then and iri any such event, the Initial Tet'!ll 
or the preceding Extended Term, as the case may be, and the date by which 
Tenant must deliver notice to Landlord of ita 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 ahal l deliver to Tenant written notice of Landlord 1 s 
determination of the appropriate amount of appraised Annual Rent. 
Connnencing upon the first day of the month next following Tenant's 
receipt of Landlord's notice of Landlord's detet'l!lination 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's receipt of 
Landlord 1 s notice of Landlord 1 s determination of appraised Annual Rent 1 

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 S.Ol(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. Commencing upon the first day of 
the month next following the date the arbitrators shall render their 
~ritten 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 arbitratora 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 deter.mined by the arbitrators and the monthly installments 
<)f 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(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 1rritten 
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 instal lmenta 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. 

(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, Ssn Francisco, 
California 94101 (or such other place as Landlord may designate in 
wt:iting) 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 
day 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. 

(1) 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 ita successor. 

5.02. 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 ae 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 market 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 (IO) business 
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days after receipt of the notice demanding arbitration given by Tenant as 
provided in Section 5.0Z(a), such notice to specify the name and address 
of the person designated by Landlord to act as its arbitrator and in such 
case bath Tenant's arbitrator and Landlord 1 s arbitrator shall jointly 
dete=ine 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 ea designated by Landlord shall have 
the qualifications specified in Section 5,02(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 peraon 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 Saction 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 5.02(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 uf ten {10) 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 S.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 c01Dpetent jurisdiction. 

(e) tn 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 shall pay the fee and expenses of its arbitrator and both shall 
share equally the f~e and expenses of the third arbitrator, if any. Each 
party shall pay the fees and expenses of its attorneys and any witness it 
may call. 

Cf) 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 ehall 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. lne third arbitrator shall 
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arrange for a simultaneous exchange of the proposed resolutions. The 
thiTd arbitrator shall select which of the two proposed resolutions moat 
closely approidmatea 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 reaolutions. 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 connnercial arbitration rules of the American Arbitration 
Association or its successor except as modified to conform to the 
foregoing. 

5.03. Late Charges. Tenant recogni:>.ee that late payment of any 
Rent or other sum due hereunder from Tenant to Landlord wi 11 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 s rate of five 
percent (5%) 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 permitted 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 
aucceeding installment of Rent. Tenant agrees that such amount is a 
reasonable estimate of the loss and expense to be suffered by Landlord as 
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 terms 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. 

5.04 Additional Rent. 

Ca) Percentage Rental. From and after the Commencement 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 Statement. Within sixty (60) days after the 
close of each Lease Year, Tenant shall f1,1rnish to Landlord a statement 
certified as correct by an officer of Tenant's Orchard Supply Hardware 
division setting forth the Gross Reven1,1es made in, upon or from the 
Premises for the preceding Leese Year (hereinafter said annual statement 
is referred to aa the "Annual Statement"), Contemporaneously with the 
delivery of such Annual Statement, Tenant shall psy to Landlord the 
Percentage Rental, if any, due for the preceding Lease Year aa 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 auch 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 
baaed upon Gross Revenues aa set forth in the Annual Statement and that 
the submission of the additional annual statement for Tenant's fiscal 
year i.s for infomation 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 eKpiration 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 
Gro&s Revenues, such inspection to be conducted at the accounting offices 
of Tenant's Orchard Supply Hardware division, wherever ouch 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' a 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 (31) percent or awre for any auch Lease 
Year, Tenant shall, in addition to paying Landlord the deficiency, also 
pay the coat 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 is 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 vali.d 
subpoena. 

5.05 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 ~ithout abatement, set-off, 
deduction or defense, all taxes, assesements, 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. 

ARTICLE sue 

Taxes, Assessments and Other Expenses 

6, 01 Payment by Tenant. During the Term Tenant shall pay, at 
least ten (lO) days before delinquency and before any fine, interest, 
penalty or other charge ahall become due: 

(a) All real property and possessory 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 Connnencement 
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 connnunication 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) ss a result of s 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 ki11ds of property or to other kinda of income; and (b) the 
amount of such replacement taxes shall be determined as if the Premises 
were the only asset of Landlord, snd 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 arising 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 posaessory interest subject to property taxes. 
Landlord will use its best efforts to cause the Premises, as of the 
Connneneement Date of this Ground Lease, to be assessed separately for 
real estate and poseessory interest tax purposes from any and sll 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 a 
net income or revenue, or a formula derived therefrom, other than taxes 
levied on, assessed against or measured solely by "gross receipts 11 

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 Tenn 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 aeek 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 shall protect the Premises from, any 
lien, claim, demand, loss, coat, liability or eKpense at"ising 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 coipoTate 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 e:x.pense, 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 othet: lend 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 
effect·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 
tesu as Tenant considers necessary. Anything herein contained to the 
contrary notwithstanding, if Tenant is unable to obtain building pennits 
for conatruction of ita intended buildings and improvements \lithin 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 
e.gencies puts1.1ant to Section 7. 02(d), Landlord agrees to cooperate and 
join with Tenant in applying for such permit or pernita, wherever such 
action ie necessary and required by law; provided, however, that Tenant 
shall indemnify and hold Landlord harmless from any coats 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 apace. 

7.04 Protection of Landlord Against Cost or Claim. 

(a) Paymentj Contest of Lienj 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 liability and loss of any kind arising out of work performed on the 
Premises by or on behalf of Tenant, together with reasonable attorneys 1 

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 eJ<:ecution of the judgment by lawful 
meaM or to pay the judgment 1 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 ( 51;) per year above the prime rate then charged by 
the Bank of America at San Francieco, California or a successor or 
comparable bank, or at the maximum rate permitted by law, 'Whichever ie 
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. 

B.02, Compliance with Laws. At its sole cost and expense Tenant 
shall comply, and ehall cauee the Premiaes 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 officere thereof, whieh affect the Premises, the 
improvem.ents 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 ita 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 ahall 
defend and indemnify Landlord against, and hold Landlord harmless from, 
any and all liability, loss, coat, damage, injury or expense (including, 
without limitation thereto, attorneys' fees and litigation costs) which 
Landlord may suetain or suffer by reason of Tenant's failure or delay in 
complying with, or Tenant's contest of, any euch,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 cause& beyond the 
control of Landlord, except as expressly otherwise provided herein. 

ARTICLE NINE 

Assignment 

9.01. Definitions. AB used in this ARTICLE NINE, the following 
terms ahall have the following meanings: 

(a) "Assignment" ahall include, without limitation thereto, 
nny 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 tenn "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 (5<1%) 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 posseuing at least fifty 
percent (50%) o.f the total combined voting power of all claosea 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 truat, the transfer of more than 
beneficial interat of Tenant, or the 

(3} if Tenant is a partnership or joint venture, the 
withdrawal, 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 
transfer of the interest of 
dissolution of the co-tenancy. 

is composed of 
any co-tenant, 

(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 joint venture agreement, 
active and controlling management of an operational 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 ll.02(3) through (7); or 

(3) An assignment to: Ca) 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 common 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 ita assets. The provisions of this paragraph shalt 
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 thia Ground Lease 
to a Permitted Assignee. Tenant shall not assign itB interest in this 
Ground Lease to any assignee other than a Permitted Assignee without the 
prior written conaent of Landlord. The consent of Landlord shall not be 
unreasonably withheld; provided, however, that, in Landlord's reasonable 
judgment, the proposed aBeignee is financially and otherwise able and 
qualified to perform and discharge all of the obligations of Tenant 
under, and othervise 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) ~· Tenant shall give Landlord at least ninety (90) 
days written notice of the proposed assignment which shall include the 
name, address and legal - description of the proposed aasignee, Tenant's 
full and complete computation of e~cess consideration purs!Ulnt to Section 
9.03(£) and such other information aa may be necessary or appropriate to 
establish to the satisfaction of Landlord that the propond assigl'lee 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 Dehult. 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 shell be in 
a writing duly executed and acknowledged by Tenant and the proposed 
assignee and otherwise in recordable form. 

assignment 
obligations 
with all of 

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

(e) Delivery of Executed Original. The proposed assignment 
shall not become effective until such time as Tenant has delivered to 
Landlord a 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" therefor 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 conaideration 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 cormnissions 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 provisiona 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 • ..W..T!CLE 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~; 

(b) Attornment. Subject to the rights of any Mort?a?ee 
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 subleseee and deliver to Landlord a true and correct copy 
of the sublease; and 

Ce) Compliance With Thia Ground Lease. Each sublease shall 
require the sublessee tq comply with all of the terms, covenants and 
conditions of this Ground Lease. 

ARTICLE ELEVEN 

Encumbrances 

11. 01. Of Landlord' e 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' e interest in the Premises and all 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 
U!ase; 

(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 port ion 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; 

( 5) The principal of the loan secured by the encumbrance 
shall not exceed the lender's estimated value of the interest to be 
encumbered as of completion of the improvements or the cost of 
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 eKceea 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 1 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' a 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 Leese. 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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Grc>und 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 Lease shall control over the provisions of 
the Mortgage or encumbrance; 

(2) Notices. Tenant shall notify Landlord in w-citing of the 
name and address of the holder of any such Mortgage ot' encumbrance and 
@hall fot"ward to Landlord a copy of the instrument evidencing such 
Mortgage or encumbrance within ten (10) days after it is recorded, 
Landlord ahall 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) 1f2rtgagee 1s Rights to Cure. A Mortgagee or other 
lienholder may, at its option, at any time before the rights of Tenant 
shall have been tenninated as provided in this Ground Lease, pay any of 
the Rent to be paid or discharged by tenant under this Ground LeaBe 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 llUlde or acts perfonned 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 snd perfonns 
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 all or a port ion of Tenant 1 s 
interest acquire all or any part of such interest in this Ground Lease by 
foreclosure, aseignment in lieu thereof, or as a result of any other 
action or remedy provided for by the Mortgage or other encumbrance, or by 
la1.1, the holder thereof shall take Tenant 1 i; 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 owner and in possession of the leaseholder 
estate, assume personally the obligations of thie 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 obligaeions required to be paid and performed by Tenant 
under this Ground Lease until euch 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. 

(7) Foreclosure Or Sale. Foreclosure of a Mortgage or other 
encumbrance, or any sale thereunder, 'Whether by judicial proceedings or 
exercise of 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 
lienholder through, or in lieu of, foreclosure shall not require the 
consent of Landlord or constitute 4 default under this Ground Lease. 
Upon such foreelosure, sate 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 becOlllea 
the Tenant under this Ground lease, the mortgagee or other lienholdet 
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 tienholder 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 1 ienholder 
subsequently assigns its interest under this Ground Lease after acquiring 
Tenant• a interest by foreclosure, or by acceptance of an assignment in 
lieu of foreclosure, end in connection with such assignment takes back a 
Mortgage encumbering such interest to secure payment of the purchaee 
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 portiona of Tenant' a 
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 1 s leasehold estate, or assumption of the obligations of Tenant 
under this G~ound Lease, by a Mortgagee or other lienholder, or 
acceptance Qf Rent by Landlord from a Mortgagee or other lienholder, 
shall relieve, release or in any lllSnner 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 Landlotd receive written notice 
of any default and/or notice of sale under the Mortgage or other 
encumbrance. In addition, Tenant shall furnish to Landlord complete 
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 Ptemises or Tenant 1 e interest undet the Ground Lease 
without the prior written consent of Landlord. Consent by Landlord to 
any Mortgage or encumbrance ahsll 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 'lVELVE 

Waste And Inspection 

12,01, 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, Bhsll have 
the right st all reasonable times during the Term to enter the Premises 
to determine whether Tenant' a covenants herein are being fully observed 
and performed provided that Landlord shall give Tenant at least 
forty-eight (48) hours advance notice of any auch entry and no such entry 
may be made without an sgent 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 coat and expense, obtain and maintain a policy or 
policies of owner's, landlord's and tenant's comprehensive general public 

- 25 -



. ' . . . -·· ., . . ' 

liebility 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' e, <ix) products, and (x) completed 
operations liability, naming as insureds and separately protecting 
Land lord, its officers, agents, employees and members of the Cotmniss ion, 
and Tenant, as theiT interests may appear, against any liability to the 
public, or to the occupants of the Premises, their subleasees, 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, arising from claims for personal in3ury, death or property 
damage occurring upon, i.n or about the Premises, the adjoining ptoperty 
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 prejudice 
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, i.mmediately 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 cove~age if 
Landlord, in its reasonable judgment, determines that an increase is 
necessary and if the amount of the ~overage 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 Leaae. 

13.03. Notice of Cancellation or Modification. Each of the 
insurance policies required to be obtained and maintained under this 
ARTICLE TIIIRTEEN 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 Subro~ation. Either Landlord or Tenant may obtain 
and maintain policies of insurance other than those required to be 
obtained and maintained by Tenant hereunder; provided, ho\.lever that any 
such policy shall comply 1.1ith 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 La.ndlord 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 euch 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 Social 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 lees than $1,000,000 
for each accident, and such social security and unemployment compensation 
benefits as may be required by law, and wil 1, 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 tenn "Landlord" shall include, in addition to the City and County of 
Sen 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 Land lord, its 
employees, officers, agents, licensees, invitees or contractors, Tenant 
shall indemnify and defend Landlord against, and hold Landlord hannles$ 
from, any and all liabilities, obligations, losses, damages, fines, 
penalties, claims, demands, suits, actions, causes of action, charges, 
judgments, coats and expenses {including all reasonable architects' and 
!lttoroeyt1' feP.S and court costs) of any nature whateoever 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 Tenn: 

(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, ot 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 po.rty or any restriction, sto.tute, 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 writing by Landlord. 

14.02. Legal Expenses. When Landlord is the prevailing party, 
Tenant shall pay, and indemnify Landlord again at, all legal coots 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 expirati.on or earlier 
termination of this Ground Lease, or in enforcing any covenant or 
condition herein contained. When Tenant is the prevailing party, 
Landlord shall pay, and indemnify Tenant against, all legal costs and 
chargee 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 action or proceeding connnenced by or against Tenant under any 
insolvency or bankruptcy act, or under any other atatute 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 00) 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 1 imiting 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. Ol(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 1Jithin thirty (30) 
days; 

{e) The assignment, mortgage or encumbrance of this Ground 
Lease, or the subletting of all or any part of the Premises, by Tenant 
otherwise than as expressly permitted hereunder; or the transfer of this 
Ground Lease to any person, firrn 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. Landl~rd 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 eJtpiration 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 
termination, 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 (S'X) 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) AB 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 T..andlord aa 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 Terminate. Landlord shall have the right to 
refuse to tenninate this Ground Lease and/or accept the surrender of the 
Premises after expiration of the applicable cure period. In auch 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 taxee, 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 shalt 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 aama pursuant to Section 6.04 hereof) nnd the 
amount so paid, and/or any costs or expenses incurred by Landlord in 
connection therewith, plua 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 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 lose or damage arising 
therefrom. 

15.07. Availability of Remedies, The righta 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 tenn, covenant or condition of this Ground Lease or to 
exercise any right or remedy provided herein o-r by law as a consequence 
of default, and no acceptance of full or partial payment of Rent during 
the continuance of any default, ahal constitute a waiver of the default, 
or Landlord 1 s right to insist upon the strict performance of any such 
tenn, 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. OL Casualty. If the improvements lo<:&ted 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 o-r· 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 t:he 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 condemner. 

(b) If, after the execution of this Lease and prior to the 
expiration of the term hereof, any public or private authority shall, 
uncle!' the power of eminent rtom~ln:; m.q:ke 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; 
OT 

(ii) there remains insufficient parking or common 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 lees 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 end Tenant as of the date of termination of 
this Lease. 

17.02 Award. The award in condemnation or sales proceeds, less 
all expenses~rred 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 valve, 
iunnediately 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) 'l'he remainder of said award or awards including, but not 
limited to, any award fot the value of Tenant's leasehold estate, all 
buildings, improvements and site improvement a 1 trade fixtures and 
equipment, shall be paid to Tenant. 

17.03. Partial Condemnation. If at aoy 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 17.0l, this Ground Lease 
ahall terminate as to the portion taken, and all Annual Rent to be paid 
or discharged by Tenant under this Ground Lease after the date tit le 
vests in the condemner shall be reduced in the proportion which the 
surface area of the land condemned bears to the total surface area of the 
land constituting the Premises immediately prior to the condemnation. 
The award for partial condemnation applicable to that portion of the 
Premises ahall be paid to landlord, as trustee, for the Account of 
Landlord and Tenant and/or any Mortgagee of Tenant, aa thei"r respective 
interests may appear. Landlord ahall apportion the proeeede between 
Landlord on the one hand, and Tenant or Tenant's Mortgagae on the. other 
hand, pursuant to the provisions of Section 17.02; provided, however, 
that Landlord 1 e portion of the award for part isl 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 aa 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 shal 1 become Land lord 1 a 
property a terminatiou 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 tranafer of the Premises or any assignment of the 
Landlord'o interest in this Lease, giving the name and address of the 
assignee. or new owner, as the case roay 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 end 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 such transfer, aseisnment or change in title and 
given satisfactory proof thereof, and the withholding of rents or other 
charges payable by Tenant to Landlord hereunder, in tl)e meantime ahall 
not be deemed a default upon the part of the Tenant, If Landlord sells 
or transfers all or any portion of its eBtate in the Premises, on 
consummation of the ule or transfer Landlord shall be released from any 
liability thereafter accruing under this Gt'ound Lease. A:ny 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 ll.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: 

TO MORTGAGEE: 

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 AventJe of th@ AmPl"ic.n1; 
New York, New York 10036 
Att: Senior Vice President, Real Estate -
Retail Group 

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 .persona 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, 
~ith respect thereto. Thia 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. Whenever the context requires, the 
singular number shall include the plural, the plural the singular, and 
the use of any gender shall include all genders. 

20.07. Short Form Lease. Upon the Commencement Date (or earlier if 
required to acconnnodate Tenant's fiancing as contemplated herein), 
Landlord and Tenant shall e~ecute a Short Form Ground Lease substantially 
in the foT'lll 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 snd inure to the benefit of the 
heirs, successors, executors, administrators, assigns and personal 
representatives of the respective parties. 

20.09, Commission. 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 connnission 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 counnission arising out of ita 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,ll. 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 entit.y if such payment of money or prov1s1on of other 
consideration would violate or have a reasonable likelihood of violating 
any law, statute, directive, regulation, decision or opinion 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 following exhibits are attached hereto and 
incorporated herein by this reference: 

EXHIBIT A-1: Description of the Premises 
EXHIBIT A-2: 
EXJIIBIT A-3: 

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 
persona lawfully claiming by, through or under Landlord. 

20.16 Force Majeure. In the event that Tenant ahall be delayed or 
hindered in or . prevented from the perfonnance 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 perfot'lllance of 
9uch act sh.o 11 bP PxcttRE"d for the oeriod of the delav and the period for 
the perfot'l1l;~~e ~f 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' a 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<!&atMn. tJlfwl1v: 
Utilities General Counsel 

Authorized by Public 
Utilities Commi~ion 
Resolut~O tf f 3 
Adopted IV f I q £3 , 

"Landlord" 

CITY 
By 

General Manager 
Utilities 

Public 

Attest: &ML 0 ~ 
Romaine S. Baldridge 
Secretary 

(SEAL) 
Attest: 

By 

"Tenant 11 

GRACE RETAIL CORPORATION 

~ /1:51.&ay 
Assistant Secretary 

~;/#a_ 
Edward H. Tutun ~ 
President ~~ 

LEG,C\. · 'l/J .. 
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EXHIBIT A-l 

DESCRIPTION OF PREMISES 

All of that real pToperty 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 1 West, 51.63 feet from the westerly line of the lands of 
Southern Pacific Raili:oad Company. Thence North 39°14' West a distance 
of 255.56 feet; Thence South 53°46' West a diatance of 292.25 feet; 
Thence North 34°52'55" West a distance of 75,02 feet; Thence South 53"l16 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 1 East a distance of 670,00 feet, more or lese to the 
POINT OF BEGINNING. 

Containing 4. 7505 acres of land, more or less. 

- 36 -



I • , t ' ' f ~ 

'' " 
EXHIBIT A-2 

DESCRIPTION OF INGRESS & EGRESS EASEMENT 

. . . 

All that certain real property situate in the City of Millbrae, CoUilty 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 
or BEGINNING: thence continuing along said northerly line North 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 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 a 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 \lith a radius of .43.00 feet, through a centra1. 
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 \lith 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 OF SAN FRANc;:l6CO 

!lllmRSAS, the San Francisco Water Depact.lllent owns 

appr;oximately 4. 752 acres of land at 950 El Camino Real in 

~illbcae, Califocni4, which is exceis to tne Water ~pactment•a 

present need&, and 

WHBR&l\S, purauant to the terms and con4itiona of COWDi&sion 

Resolution No. S2~ll0, adopted July 27, 1982, the Watec 

Department published an invitation eoc sealed bida foe the 

purpose of awarding a ground lease of said premises for thirty 

(30) yeara for CQlUleccial use and on othec teems anQ conditions 

WHEREAS, se&led bids were received by the Watec Department 

fcoia Orchard Supply Hardware, Luck1 Stores, Inc. 1 and KTW/C•H, 

which bids included the follO'#ing minimum annl.lal lease rentalsa 

and 

Orchard Supply Hardware 

Lucky Stores, Inc. 

$150,000 

$U4.00Q 

$136,000 

'\ 

WHEREAS, the vslues of the thiee bids and the " 

qu~lification• of all three bidders have been considered by 

commiaaion in order to determine tne successful bidaec; now, 

therefore, be it 

RESOLVED, that this Commisoion hereby ~wards to Orchard 

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

ground lease foe collllllercial use of approximately 4.752 acres of 

l~nd at 950 El Camino Real, Millbrae, California, copies of which 

""' lease are on file with the Water Department!. foe the term of 
~~~ \' . '"" 
'·. 

' ... 4 -00 
~·· f ... -. ,-, ··- :) ... -, .. 
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PUBLIC UTILITIES COMMISSION 
ClTY AND COUNTY OF GAN F'R.&.Nt:ISCO 

RESOl..UTION No. _____ _ 

thirty (30) years and at the minimum rent and overa9e and on t.ne 

other ter~ and conditions contained in said lease, subject to 

confirmation by tbe City•a Board of Supervisora; and be it 

fU.a'l'Hll:R RBSOLVEO, that City•a Board of Supervisors be 

requested to ~ppro~e, by ordinance, aw4rd of said ground leasei 

and be .lt 

FURTHER RSSOtVED, that upon approval by the Board of 

SuP'itrviaors, the General Manager of Public Utilitie2 is hereby 

authorized and directed to execute said lease. 

90illC 

1•·· 



EXHIBIT C 

EXCEPTIONS TO TITLE 

l, 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, fr093 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 1 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. 
Ile tween 
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 by 
San Francisco Water Department Drawing No. B-4051, dated May 2, 1978, 
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EXHIIHT D 

PERCENTAGE RENT SCHEDULE 

Tenant agrees to pay to Landlord as ''PeTcentage 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 Salee Bas~" 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 Gross 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 es 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 1 000 of such Gross Revenues; 
one (1%) percent of Gross Revenues made in, on or from the 
Premises during such Leaae 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) less 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 aales price of 
merchandise which is paid for by the trading in of other merchandise of 
the cuetomer (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 conunissions and fees paid to 
Tenant in connection with the sale of such tickets); 

2. All sum11 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 is 
levied or sssessed 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 anothe-r 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 certificatel! 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 chat'ges, finance charges, interest and discounts 
attributable to "charge accounts" and credit cards to the extent the 
same at'e 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 labot• performed by independent contractors outside of· 
the Premises and a'franged by Tenant's "Home lmp'fovement" and 
''Decorations" Department, but including the receipts from the sale of 
merchandise from the Premises in connection therewith, 
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EXHIBIT E 

$1-iORT FORM GROUND LEASE 

~ecording Requeated By 
And When Recorded Return To: 

950 !L CAMINO RE.AL 
MILL8R.AE, CALIFORNIA 

Thiia GROUND LEASE ia lllB&de thia --- day of 

---------• 1981. by uid between the CITY AND COUNTY 

OF SA.H inv.NCtseo, • municipal col'iloration, acting through 

it.Iii PU.blic Utilitiem Commisaion (the •commiaaion•) ('"Land-

lord•). and~~~~~~~~~~~~~~~~~~~~~~ 

('"Tenant.•). 

ru!:CITALS: 

Thi• Ground Leaue ia 111Bade Wld entered on the basia 

of t.tie following facts, Wlderstandinga and intentions of the 

guu:tie111: 

A. L&ndl.or4 b the owner of all that certain real 

giroperty ('"the Premi111e111'") 111it.u111.ted in the City of Millbrae. 
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County of San Mateo, Sute of California, particularly 

deucribed in Exhibit A hereto. 

s. Tenant desire• to biru the Premi111e• fro:a 

t.111.nd.lord in •ae ill'" condition m4 to b•":~ tha right to ~u:·•c::t 

nev ilaprove.iaent.111 thereon. 

e. t.&ndlord is villi119.to laa111e the Prmdae111 to 

Ten.nt. Md to 9rant Tenia.nt the right. to erect thereon new 

improvellllenta [111ubject to, and in accordance with, 1111.ll applic

$l:)le lav111 and rec;ulations a.nd the provhioD.111 of- tbi111 Crou.nd 

Le111111e, h provided t.h&t Tenant at it.a mm coat ud e.xpenae 

remove, relocate or reeon111truc:t on adjacent real property of 

Landlord certain parkin9 facilitiea located on the Premiae&, 

(defined in section 2.01 below), all in accordance vit.h 

written pliUUB and 111pecific:atiowa of t.ancllord and in a 1111anner 

••tiafact.ory to Landlord. 

D. Tenant i• villin9 to reaove, relocate or 

recoD.111truc::t on adjacent. red pr:opert:r of Landlord 1111aid 

parki.119 facilities and improvement.Ill aa required by Landlord 

pur111uant to Section 2.01 below. 

NOW, THEREFORE, in consideration of the 11Ntual 

covenant• and promises herein contained, Landlord lea1111ea 

t.c Tenant and Tenant hire111 froa Landlord the Pre.mhee \&pon 

t.h1111 te.n1.111 and. conditiorua 111et forth in that. certain Ground 

lA&lllle b@UiD9 llWGD. date berewit.b all Of wt\ieh ie incorpo

rated herein by reference, for a term of forty (~O) year• 
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Tenant havin9 the right to extend the Term for &n additional 

period of ten (10) years aubject to all the term.o. covenant• 

&nd conditiorus contained in the Ground .~ame. 

IN WITNESS WB:EREOV, the parties hereto have exe

cuted thi11 Short Form of Ground teaH the day &nd year firat 

&J:>ove ~ritten. 

APPROVED AS 'I'O FORM: 

GEORGE A.GHOST 
City Attorney 

Sy 
-M-c~MO--RR--I~S_,.,M~.-.,,,DO"="w,.....--~~-

Uti li tiea General counsel 

Authorized by Public 
Utilities commission 
Re111olution No. 

Adopted 

"'Landlord." 

CITY MD COUNTY 01!' SAN FRANCISCO 
By l'W:llic Utilities Commission 

'"Tenant" 

Attest: By 
Romaine s. Bold.ridge ~--I~bi----~------~------~-

Secretary 
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P('O?dlft::J of t1it Clltr •ad Cmm:t)' ot San rra~heo ilL Cfl" op•rauua t1f a boata-.H. aod&l 
or oith•r aac.ah11•lmilrat ar ort•Dit.atJaoa. • 

""C.4ac.rsaiD-G .. hu:.lad .. ._ grant ef had ttr othe:-r ptop•rtY by or oo bcNilt at tM City 
i!Dd ~ty of !on f'T4!1d•t:o ti;' a p•H·CIQ for cti. P4<1tpon or uoe •PoK:tfh:d i:n uld. JTIUlt.• 

•toa.c:cseioadT• .. •hall .. us atMI. i"l~~ • f'411"S.C~ 1'bo h the sr•Ai.•• or t>flneUt:1.ary 
cf ~ eon.ec .. toc •1l het"dn dttia-4. 

"ruoch1H" 11-h#U •su .alld it11elud.a • risb.t. .,r p'tiv:lb1• tantacr.-4 hy irant fro.a rbe 
Ci'' •ad County of S.A rr~t*CO. Dr Pf co;i.ua<:t:toa •f.•P-C1 d,.-"aot' f •nd v•st.•.d fn ~ 
e1;1thorialna. A ,..fJS.(ICL to ~oDdo<:l •\I.Cb ba..tlr.eH, 41Q.Cial. Ol' ot~u: .-c:thit7 •• la apadfiad 
i.e. aatd ~a.at .. 

"'J'nucbh••• 11koll -.ca eU icclu.M • pcr.pcc ..t>O le the ST•aca:o or b'tt)lltk1't7 ef a 
fr~tM u b.uiD d•Uoe4 ... 

•buu~a~ .. 11hal l ._.a •od lac.ludo a coo tract. fTeachise. le•••• ccnw:•••toa OI" odar 
'*SI'*..-..•' lo cpt"nt• lroa or 11&lt4 ua• P• r-1 pr.c1pett7 of tbe: Clt:y •n.d Cou:atJ <t>f S..et 
FTcd•cA t:J Uw c,...uuoa ot • bu11!M: ... aoc1d or oth.'lfr •Uablhh*"nt ot" orw.ao1Utloc. 

'"l4au• •bdl ... a.n -.ad i~luda a c:ontraet try uhicb t~ (1t7 .acd Cc>uaty Qf Sao 
ruocbc.o. er &n.J c.oct-racctcg •1~1 tbaTeof .. &i'a.'\ta to e p.tT-.oo tbt- tma:ponry poeuadoa. 
tm4 W1C of p~opcn.r. fqt c..,.rd .. .W tlM: l•c:tn •P"••• '° nrup; lb.a •as to tba fentar 
4lt a futuc:o t.1-. 

""t.4 ...... ati...ll .... aa.d lnc:lud.e a f4CllOD OI' ~Q[ ~ poo: .... •ioa of real prapnt,. 
.,.,...,. • ~ N bcr•UI pro.uod. 

.. Sl.lblc.a1c0 ab.all oe-.tQ Dni toclucto 4 luu bJ' vb.tcb a •iru- .ar tc~.- a.<•QU 
or l•t• ui •~tbcr per-=. pnt d:: ... lt d tll• luh'll u11l p·u1p11tt7 hr • •twa·u<t i.nz. 
G:ru!. wider whtcb H11d l•••c• or t~' rat•li• .- rt,bt or lts.c•r .. t ¢Clod•r c.be 
·iutctn.a.1 1 ..... # 

.. l.u.l rr.a~t"tJ .. llwll -·n pd locl\MS• l•c4 iD W\icb dHI Cit; l.tiod C<tGPtY d 
Sui. f;"andaco bolda a h1al 1atcJ'Cllt •od tsvroveeci:i-t.• to ••id red fTl>f"£1J. 

"&c.1"' •MU -All th• ct:io·uu.cir of tt.la1 .. i. ~r feia.111•. 
·s~nal <>rtc:atatloo"' 1h.dl .ua &.l1• chuu o.f huaac .td.alt #&JWLJ part~T acccint1P1 

co aend"'· 
•1uubtlie," h .a "J>hrakcJ or Mf'&cl lepdn.at .tttch U.u c1n: Mh t.b• ..-raoJJ 

lat•pable. Df ...,·uaa: u1e of ch1 ac.comod•ctona, Aldva~c.ea.~•. f•ciliu...-... prlvllct~*• 
.. IY1cu ar ~T•blp tYJ bualDt.a• • .oc.td O'C otb•T ... t•lllJat....ot• or ota.nu,.ctaa. 
¥ilb a nHo~bl• •cc~aU.oa to hla or her dtaabiUt1, •M do•• Qiet aal.• th ~U.aD 
h!.c&p6bh .of ...U:ag ·Hdl ua• fa o u.mat' 1ilft.ttb -..ould not .-Ad.iir.t•r b11 ot' har ba•ldt a~ 
uht7 or th Mdtt. trw:f ut•o of othan. 

""'totn.aa.tw ah.Ill -n ch« r-r&0n O't' peroc>e.e~ fin. pq-Ca4Y:•hJ.p. ci>rporadoa eY- c=t.t-
13.adOU. t"-caa! vha· tmter Jat..ct a ~12.trac.i. t~accbi ... l••••. Cod.C.•••t~ ~r otb.r •a.rM
Mot tawlwiAg th4i lt·•••· rc.:it•l or ether IWll bf rul PY'Ol"*U1 aod ~r~t.s tb•C"•OC 
of tb-9 CH7 Rd Co=n1 oJ. Sa: l"r&DiC.iuo .. 

~.!. Vattdtc<:r!afn.tioo ~btoe.a at Pl'Of'!U.t Coatracu. 

t.vaI)' contract. fnu::icht••• lu.a•, concauioc or ott..T •&1"•'*9d;nt: ai:i~artd :1nt.o hJ ~ 
a4«11c.y al th.a CU7 -.at Couot)I ot. JLui. JT~taco. o't •or 4•p.artMDt t.huoot. l.5"01YiD&. 
the l•u•. l"<tnu.l. ac other 1l•• 4f lt••l ,rop•rty u1d l•flreva'*lmt.11 ~reaa af th.& Ctty 
acid County ot .saa. rnnct•co lor • ~riod .ueedtna twai&.tf-sia.t (U) 4-1• ill say c:alcnd.4r 
yur. vbatba:r by e1Clpla~ oi- CW11111l•tl- 1a.t.naoialllit. a~ll <:•&<.at.Cl th. pT~iaiffl.S 
followin1 • .-hid aWl k ~ u. lha. noodiecriatcad.oa ,T..,idonif of GUCll (l'rOf"Grt:r 
CDDC.ract • 

la. tb• p.4itfcr.ance of tht. 'CbG~T&CC. dur tc™tn< •1'1"'*"'• •• lllUuwa: 
(a) tts. te:i:i~ or aubt•fl.UlC will i:sot. 4i#Cr1a1n•t• .a1at1111t IUlJ ,.._i;ecm ••dlk1•g .a:c~

d.ationo, •d·nat:.ag••L facillti-. privil-au. ••niece. or ~rabtp S• Cha bwli:no.aa • 
aochL or oth.r ••t.t.bUahlic.at: or ar100..t.udan OJ'IT•ted bJ rba uaant ar eubt..u.At .o.o tM 
t"•al pTop•~t,- of t.ha Cny And Couoty of Ba~ Puitdaco. oa tn. SfftiU>d or bac.&t&.U ct r•c•,. 
«ilor, craft. utioul erl&.1."A. •~c..-atry, •S-• M& .. ••a:.u.el oriaobU06, ot: diaah:flit1. 

(b) SboaU th• taftllnt 1:1t aubt<11nan~ aparace •• • -...hnahip ioraanhetton. tb• tcn&tll 
will p•ndt. •cc.•• to hh .. llhu•bip nc:otd.a• rtsl••• nplauoa.a ad otbct1' s-.n.1Mot 
IUt•, bJ the aw..:dlna euthodty. or tb4 S.o. 1ruc.iiKo e~ l\t,e.l:tu C0-.1H1oo-. for tM 
paqioae q( laveati1•tJng to aat:•rtain comq1lfaace •1th r.ba MndiacrJ.11tnat$.Oo pro.-l•lonA 
of t.hl• ~qnec:t-. or.d an uquut p-irovJ:d• ntd•cc• tb4t ha• or rill eaepl7 v1tb tbd DCD
diKrtaJo.acion proYl•tt.ina of tht. utttraci:~ 

(c) that la:n&nt or auhtenanl sh.all lte d411-..d to \.4"n brudi.ad lchie ao611:f.acrbWl&t.loO. 
pri::i•biom i>f tbl• conti-ac.t upoat 

0) A tln4hll by tb• lltucccr ot tb4il 5.t.D Fraitd•co .lluasa 1.ic;hta CoalaJUio&l er 
au.ch oth•r oft1ctd whO M)' he 4**1•11at-.d bf th• lluc=i11o Ug"hu CoaaiHS~, c.bait 
••DMlt h.ae rilflll.17 Yiol•ud •UCb cccd1Kr"Ut1ttet.ioa. pr4'lr"1doa.o. 

(?) Upml aucb ttndill1 by tbo Uheet:or of t.ha: Mi..am Riahui t.:esba1att. or och•r 
ofUcbJ. de:di1r..s.t•d •1 lbtl lWU:c a:t&:ht. Cm:aimaSoA, th• .avardtcs autboriiry ah.All 
notH1 teo&At.. -or aulu.e1uat. tbA~ vulcap h.. dcao:iutnit•• to the ••UafacU.on. of Uta 
t>j t4C't.OJ" of tha S.tl fraud.KO }btu.Cl at;&htl Co:.hdOG <G-'t Oi:t~r Ofllc:tal d•d$Mtd 
ti.J. tht !:luaao 'l11hn C.00.:IJ.Sion wtthia •ucb r••'4U&blc ?•J'iDd 6G the 9'"11.aO Jti1P.u 
COlmla.too eh.e.ll det•nWM. (bu thli vtolniori ts. ... 'bden .con•ctM, •ctioll vtll be 
t~ a& Ott luth ill aubpar•JHpl\ {d) .. 

():) Tb4 11WMD Ught.a ComnJ.H.ton ahall. wtrhi.a t«n dA7w oC th4 iUt• of f.uvaw:• 
ot u7 fladi.og by c:h• Dtr•etcir of the ~n. kilht• Coa=l.HJCO ~r otho.r a.l!h:f.Al 
de.oi1~[d ~ CM Comtl.edcio ia th-l:i cR!orc:tt;a.nt. of th:ta cb..-pt•~t NU to •i::i.J parsoo 
or penona •l~S,Ud tJ) ••14 Uodbg, • eopr >tJf hid ft&dtis:. ~01•th.er 14f'ith wtttuu 
POUc:• a.! ttq'i:ljb~ to ap:~L '&o~1c• et appul sun be ftltd ta wltti:is vU:b t.bo 
Cbdr-.aA -oft.t\a c-.J..adoa vlthla 20 11a, .. of tb4 d.at• of millq ll0:14 co91 aDd. octlc•. 

(4) For puz~•~• of llpptal ptocaedtoga u11der tbi• uc:Uoc, • l!UOl'Ull ahdl ~· 
atat o! d1bc ~n ot th.II Coaahai.on. 11-. vcu 4lf tha .. jorit)' ot the !ult 
Cocah•ioa 11h.a1J ti. MC••Ht'1 ~o &ifln. r..-n•• or ~iff -..cb d•tl.Jt1CQa. crdn or 
otbH &etiDA rit&dtr.td huaisacf4;..·~ Should • --.bcr of tho Baaan 11,chta Cocrl•ofoa be 
d••iJ.Clltd 1End*r Seet1oa. l21J.? (it) (1) of tbb c;o111racc .. t:h4t coa1h.eimi.i,r MJ' aoc 
p41'Ud.p•t• .io c appctiel QM.cf: ~=i.t.a Mt:c.t,.. cm:elJl •• • vit121U•-

'° ~ 



~ ...... 

(.)) 11• PRllilidlq offLtat of tbe Coaiaetoa •ball bliYG tho. pqwvr tGi •dlalcihtar 
oath11 to tritoea•ct• le •rP4.nle b.afor-. t:ha C.O.l••toa under thb ••cttcn. 11'1 th• 
••1ttat th.et any -pcr:90a •ball feU OC' ufuaa to ap~•r u • vitaeo tn any •uch pro
ctedfna dtu btlnl r~attfl'd co do ao. llld U lt thAll 1ppur to tbe Co=lselon 
that bl• tft*ti.un7,, c:ir book.a, ncc:iril•• docui=ut.a or o(;bc;r: thing• vndc-c- 'bl• cqnt.rol 
an utertal and rd-ant .ea c.idenr;e {Q them .. ttar uad•r co-lderatlon by die 
C<MBmhdoa ln the proceeditll. th• pre•l4ing ofrlcci- ot the COl'OiHion -..1 .u~po~n• 
such p11re:an. r~otrlag hi• preawnce: at tM proct:edin& and nqulring hill to brfn& 
svi:b boob. ncard•. docua.nu or other tbtn&• und•r ate control. 

0) AU appub to tM 1tua:.o liahte Camdutoo •hall ~ ti?*" to public 
tm~ctioa. Upoa ruching • decbioa ta &nJ' appul~ the Cocaf.Hfon ah.all gh• 
.-rttua notlctt Chcr11tor to- the Director ol th• lh;laaq lt1hta c~1u.ton, 1:1f oth•r 
offlda1 d•dgn.ted by th.a tl.-.n JHchu ~1 .. 1.cui. and the •p,.Uant o~ appdhat•. 
Tba dechlOQ of th• Ccnmlaiuion •h•ll be f1Ml •nlua withla U d.aya ol lh• f11fn1 
aod Ml"9'ica of wrttua ootli.ca ttwreof apprQfriata lci;el proc:a.-diapi an Uled to 
• CDlll:t of cmnpc:teot. jurhdlct.ioa b1 •DJ pert.1 to thh coatract. 

(1) lf •flJ tett.e.t or nubtaca?lt tmdcr cootract to tM cur and Com:i.ry of 
Seo Frasict1eo •h•ll ran to appear at. •n appe8l proc:ttdtna or th• C~Hiou aft•r 
hawlaa b••a gh11tn trtit.tta. n.otlce to appeu·, •uch failu.r• to •PO'•• ah•ll be greunde 
for cancelhdon Gf the cootu1ct ar aubcoatract aod wch tenant or aubteu.at ahall 
b4 d«HGd to haft fotfdt.H all rt.gbta .. benct'tt. aod prhtlagaa thare:under .. 

(8) The Bmaao Usbta ea..1 .. 100 ot San fuod•co •h.111 piv.ulaata rulu aod 
re11~helori. for th• ia:plaldl:Dt4tloo. of the oondhcrtlduattao prOYldon• of tht. 
contract, aod auc:h ralaa and 1'qulaUan• aball • .o rar •• practicable. lie' •l•llH 
to ~se adopc.ed ta appl.lcabla federal. aaccut.i'We ordara. 

(4) A. breach of th• ool\dt.ertainatlon pn.tatona ta tho padonrance of thb ccatnct 
abal l tie de:eeed b7 the: City and Count.7 of 5•n PTlllllC.l1eo to IN a •tc:rtal be-uch ot coo
t'l'act and baelo !OT dat.arainatton b7 the oftlc•T• board or enrdinll &ut:horitJ re-spQflat-~ 
t.le for the •-l'din1 o~ lctttac of sach coo.tr•ct that the tenant or aubterutat to a-n ~ 
lln•pon•tbla t.aaat. l•••••. franchiH:• or coac•••lOQdr• •• to •ll futurf' contract• 

!:r t!ohe (;;c1:!r~c:!.::~;!;~·a:r s::1r~.~i'!.;:b1:~~:
1:t:;•!!t °:c;r~~-= ~:r!:!. 

fondtY vtcb the oond.bcri•iuttoa. prO'll'idooe of thia contract. be allowed t11 .ec.t •• a 
tca.aat of eu.btana:at m:id•r any Cl)atracc. icrt"OlYi.ag th• l~aac, nntel or atha!c- uae of t'Cal 
propr:uy aad i11pro~nu thercqa. of die Cit.y aud Cou.nt:1 of :Saa rra11<taco. 

(e) l'lothtna coat.dl)Cd ta thi• cootract eh.all b• r.oaatrued Ja •ar .. nnu· ao .u to 
prn-ent th• Clt1 eDd cawity of :San Jraod•co hoe. pu.l'auina •ny other rtwediu that .... , 
be .anllablc at i ... 

~ ei..n !li.nbt.• eo-t ... {qa !alpo!erad~ 

Tb• Sui. Fnacl•co Buaan &11bte co.i••iaa. it• iiH&tdln& cfftcn aod it• d!ractor 
•re tuJnb1 1nar.cd the po-r to do all ac.H llDd eatreiH •11 f<l'Mr• ulcered to la 
S..cdoa l2C~2 btsnof. 

SEC. UC.S, f'undina. 

nt• hard of SuperriflOn •b.411 oppTOprtau nch load• h'Oll cbt gwaral ftmd af the 
City and Couaty ot 6aA ruiiclsco, fhlhjut to b~,.r.a.rr nd Uac.al Pt'V'l'l•tonti of th• 
cNlt'U:T. H it MY deca aec•n•t"f for tnforc1teCJ1t of thta oirdia.aoc::• .. 

~· s.ttrahtlitz. 

IC a:c1r c:;lagH, Hi1tau;:11. p«1:a,raph OT part ot chh tit.lo OT tho appltcadoo th4rt
of to onr peraan or ctrcuru.C&ecaa ahall, far ary naaon. be tdjudgad b7 • cotttt of 
co.p.t.ttnt j~rladlcttoei to 'be ta.allfl. tllllCfl juritldlctiDD •hall not •rt•ct. illpdr GT 
t.an.ltdata tb• rn.aiodu of thh chopter. 

rtnd taauge-fo.bruacy 2s. 1971 
ApprO'ftd by Hayor-Harch u. lt17 
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FILE NO. ORDINANCE NO. / 8" ~ .. 'i/jt 

(Ground Lease) 

.2 APPROVING AWARD OF GROUND LEASE BY PUBLIC UTlLITIES COMMISSION 

.·3 ·.FOR A TERM. O.E' MORE THAN TEN YEARS. 

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

6 Francisco: 

7 Section 1. Award by the Public Utilities Commis$ion on 

i/ll/$4 a 
0 

Grace Retail Corpqration . 
to C/JtJ::/rf;f..tlJ//;Jt/.¢'1;4/J /'t./Jt/t'./$.f.M, a Delaware 

ns 
9 

10 

ll 

12 

• 1 : • ~ ' I I · .... 
14 

,. . '. 

15 

16 

17 

lS 
'; 

19 

2C' 
' 

21 ! . 
22 

23 

2-4 

25. 

26 

'J.7 

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 revenu~ 

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 

;t •• 

..... #. 

....... , 

. ' ' 
\ .. · . 

' .. 

. 
'•! 

RECOMMENDED: 

PUB LI COM1"llSSION 

By~~..._......,,...-.,--~~~_,...~...,.....,~~ 
General Manager of Public 

Utilities 



.. 

Passed for Second Reading 

Board of Supervisors, San Francisco 

APR 1 6 1984 
' •••• ~ • • • • • • .. • • .. • ~ ••• ' •• ' ~ j> • • • • • • • .. ' ... ' ...... ,. 

..ff"'IF I! ' ! t • 

Ayes: Supervisl)ra ',.._.Hongisto, Kennedy; 
Kopp, Maher, Molinari, Nelder, Renne, Silver, 

§ifJ.Km ~~~\u d . 

... ~u i: Supc1 visors,;,., ...... , .......... ;, .... , 

........ ,.~ ..................... ~,,~·••t#•• .. •••1~• 

, . _ . BRrrt·C WARD '.~ 
Absent: Supervisors ...... l .... . , .. .-: . ........ ~ .. . 

ICCJl.-S . 
~~o,~ ......... . • • ' •• t •• , .. • • .. • • • • • ~ ....... . 

File No. Approved.' 

Read Second Time and Finally Passed 

BiV« ~ff 'ij4visors, San Francisco 

A S · Bmrr' u · t K · d yes: uperv1sors ~ . > ong1s o, enne y, 
Ko~p, Maher, Molinari, Nelder, Renne, Silver, 
ur nUi": Ward. · 

mM'cue:a 2"F'f tl~ .......................... . 

. . . . ' WAU\ER :: . . 
Absent: Superviso_i. ~ ...... : , ......... .. :~. '..',; .. . 

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

'ty and County of S co. 

el_: ;4 .. / ............ Clerk 

... !.} L/41\J~~~ 
/. '. 



PUBLIC UTILITIES COMMISSION 
CITY ANO COUNTY O.P B"N FRANCISCO 

l!lllBRBAi, the San Francisco Water Departaent o~ns 

approxim&tely 4.7)2 ~cres of land at 950 El CaJUino Real in 

Millbrae, California, which is excess to tne Water Department•• 

present neede, $nd 

~H&REAS, pursuant to the terms and conaitiona of Commission 

~80lution Ho. Q2-Jl0, adopted July 27, 1982, the Water 

Dei;><ittment publisnea an invitation foe sealed bids for tne 

purpose of awarding a ground lease of said premises for tnirty 

(30) years for COl'Wllercial use and on otbec terms and conditions 

~HEREAS, aealed bids were received by the Water Department 

frOlll Orchard Supply Hardware, Lucky Stores, Inc., and KTW/C4H, 

which bids included the following minimum annual lease rentals a 

and 

Orchard Supply Hardware 

Lucky Stores, Inc. 

$150,000. 

. $144,000 

$lJ6,000 

WHEREAS, thG valuea of the three bida and the 

it 

qualif ieation• of all three bidd$[8 have been considered by 

CommisBion in order to determine the successful bidder: now, 

therefore, be it 

RESOLWD, that this Commisaion bereby awards to Or;chard 

Suppl~ Hardware, as the hiqhest, responsible, qualified oiddec, a 

ground lease for commercial use of appro~imately 4.752 acres of 

land at 950 Sl Casino Real, Millbraa, California~ copies of which 
~ 

:~;\::. ::a lease are on file with the Water Department!. for the term of 
'"('" ~-,· rY 
.:::-1 ·· 

; '....~ 4 1X) 
:1 r ... ~, t~ \.J 
:;. :::; t:. !.-" 

~.~t;.:;t:~ ~ 
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PUBLIC UilLlilES COMMISSION 
ClTY AND COUNTY OF BAN FRANCIS.CO 

RESOl..UTION No. 

thirty (30) years and at the minimu~ rent and overage and on tne 

other teraa and conditiona contained in said lease, subject to 

confirmation by the City's Board of Superviaors1 and be it 

FURTHER RESOLVED, that City's Board oe Supervisors be 

requested to approve, by ordinanc@, award of aaid 9roun0 leasea 

and be U: 

fl'UaTHSR R!WOLV£D, that upon approval by the Board of 

SuPQ'~Visors, the General Manager of Public Utilities is hereby 

authorized and directed to execute said lease. 

90UC 

I h.reby certify that the foreguing resolutio11 was adopted by the Public Utilities Commission 

at iu m .. iing of _____ NUV£MB£&,~~T . • 

'""'"" '"610 u,.;,;., COmm~ 
.l; 
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(Ground Lease) 

APPROVING AWARD OF GROUND LEASE BY PUBLIC U'l'ILl1'IES COM.MISSION 

FOR A TERM OF MORE THAN TEN YEARS. 

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

Fran~isco: 

Section 1. 

November 8, 

Award by the Public Utilities Commission on 
Grace Retail Corpqration 

1983, to fJJt.,f::/rl~tiJl!EN'/i't>l•f!/Ff,Ak.t'Y<.f<A.tN, 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 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 • ~ 1 

RECOMMC:NDED: 

:PUBLI COM.MISSION 

General Manager of Puollc 
Utilities I . 



SHORT FORM OF GROUND LEASE 

Thia GROUND LEASE is made 11s of this Z6J:1lda.y of [\,£"\S.\L. , 

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

corporation, acting through its Public Utilities Commission (the 

"CotllJJ\ission") ("Landlord"), and GRACE RETAIL CORPORATION, a Delaware 

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

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

RECITALS: 

Thie Ground Lease ie made and entered on the basis of the 

following fa.cu·, understandings and intentions of the parties: 

I 
A, Landlord is thz-q~1er of all that certain real property 

\· .~ /' 
{ 

0 the Premiaea") situated in the City of Millbrae, County of San Mateo, 

State of California, p~rticu~~/ly d¢;'cfibed in Exhibit A-1 hereto and 
• \ 1: • \ ,.-· I 

ehown on the aurvey attaehe·~ 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 

provisiona of this Ground Lease]. 

the 

""' \ 
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 set forth in that certain Ground Lease bearing even date 

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

thirty (30) years from the Commencement Date of tl\M \ 
1 

\qBtt , 
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, aaid easement area being more 

5422A-0302B4 
ORIGINAL 
NUMBER

0 
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particularly described on Exhibit A-2 and located within the area shown 

on Eithibit A-3 hereto and designated thereon as "Ingress & Egress 

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

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 

B1a1'-a1Atrrr1d Oit.f1v 
McMORRIS M. DOW 
Utilities General Counsel 

Reaoluti 
Adopted-1.:.!d~:!n~~fi..+.-'-Lfi.:::t-. 

(SEAL) 
Attest: 

''Land lord" 

CITY ~ COUNTY OF SAN FRANCISCO 
By Pflo/ic ~~lities Commiuion 

By J{)AVL 
RUDOLF NOTHENBERG 
General Manager of Public 
Utilities 

"Tenant'' 

GRACE RETAIL CORPORATION 

By Yc~fl~sy £4.£#r;;J:_ . 
Edward II. Tutun ~ /Aseietant Secretary 
President 

LEGA 

RE 

- 2 -



STATE OF CALIFORNIA 
sa: 

COUNTY OF 

On this _u_ day of _ ... ro ..... _,_9--1----• 1984 1 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 eeal the day and year first above written. 

STATE OF NEW YORK 
as: 

COUNTY OF NEW YORK 

On this<f~day of 

undersigned, a Notary Public in 

~) I 1984, 

and ~U 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 inatrument, and 

acknowledged to me that such corporation executed the same. 

IN WIT!lESS WHEREOF, I have hereunto set my hand and affixed my 

official seal the day and year first above written, 

CARMELA ROMALDO 
Notary Public, State of Naw Yo!ll 

No. ~145!920G 
Quallfl(ld In New York County , \, 

Commluion Expires March 30, 19 i "'\. 

- 3 -



EXHIBIT A-1 

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 16B 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; 
Thllnce 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; 
Thenee along said northerly line south 46•53• East a distance of 3'.16.00 
feet; Thence leaving ea id 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 1 East a distance of 670. 00 feet, more or less· to the 
POINT OF BEGINNING. 

Containing 4.7505 acres of land, more or less. 



EXHIBIT A-2 

DESCRIPTION OF INGRESS & gGRESS EASEMENT 

All that certain real property situate in the City of Millbrae, Co1mty of 
San Mateo, State of California, described as follows! 

Cam:mencing at the northwest corner of the Lands of the City and County of 
Sao 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 nEGINJ\lNG: 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 6.2B feet; 
thence North 36°14' West a distance of 9.46 feet; thence along a curve to the 
right vith 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 .O feet, throu@.h 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 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 cen'tral 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, ~ore or less. 
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ISCO W~TER. DEPAj•NT 

LAND USE PERMIT 

,'•,\, 

i" ,·.,:. 

;, 

G!!N-1700-85 

' .. 

~ ... 

(hl!relnai1er caUed "Pennlttff") to occupy and uUllie the tollowlng deacribed parcel or pl'ellllsee owned by the City 
.md C-Ounty of San Francl&oo (he~lnatter called "City'') and under Jurisdiction of tful Water Department: 

Along and within Paroel· 18 of foJ:Ill9l:' Muaj. right· of way aoo:milng to San Francisco 
Water Department records and as sham on San Francisco Water ~t Drawing 
No. C-1183 attadied hereto am nade a part. hereof. -·--· ----· -----...,,. 

tar the PUJ1!080 of. inStalllng ·a 6-inch VCP sanl.taxy sewer and a 12-inch N::P storm drain 

Mil
°? servelb the Orchard SUJ::ply Hardware's lease of i;x::irtion .of Wat;er .~t's 

raexard. ~-:-------~~~--~~~--~~~---~------------~ 

'J'li1J'Perm1t la granted 1ub~ to the following condltkina: 

L Unle11 otherw!U ~caJJy provided hermn thll permit shall bec:ome effective Whan the Public UtUlthtt1 Com· 
mlaclon or ltll authortied n:pr-ntaUve and IM l'ernllUee h•ve algned It. A copy ehall be tumlahed to Per. 

· mlttee, 

~. Thi& permit don not c0n1tltute a leaae, deed or llf'&Jlt ot an eaiement, or of a !H llltemt by .City. It Ir not 
transferable or aulanab~. and ls ravocable at any time at th& opllon or the Publlo Ulllltlee Commlealon. 

J. The tll4! authorized by thla permit la llmltad aole!y to the Plll'JIO&'!I 11tl forth hel'!lln, 11/ld, except aa •l<J>l'euly 
h~reln provided, eo1t1tructlon, el(caveU<m or ll\•tallatlon of 1tr~turea II not aulhorlud. 

4. Neither City nor any commlulon, board, otllctt, or employee thereof shall be held respcwlble or liable ·for 
d11m11g11 to 1111y property ol the Pennlltee Installed or located on the Pt'tmlsea covered by thla ~t. 

5. Pennltttt ilhsll a~ al.I times keep Cltl"a lands In gl!Od and llghtly condlUon. so tar a• the wne ~ ~ Iii· 
lected by PermittH'I operation hereunder. · · 

a. In the event City tn1Utute11 and prevaU1 Ill lllll" acUOll for the enl~ment ot SllY of !ta rlght.s hereunder, P«r· 
mlttee will P4IY to Qty 1uch reaaonable attomey'u feet ea may be dettrmlned by tlw Coort, · ·aa put of the 
COltll ot ouel1 u:Uon. 



... 
. i 
,,;}/ 

1. Pennlttoo ahall, an roeelpt of notice to do oo lllld within .W.ch l'i!U()flable tlmll llmlt.11 u ma.v be fixed by said 
noU.C.., lilter or lffilllOVll Pt liJi OWll ~any of his lmprovemllnta, planUr~ or other ~.Y to :u~h. CX• 
Wit 114 may be requlnd to almld lnterlmmce with an,v of Cl~• pliwt, power Unft. ot othl!l' ttruaturee now or 
hereafter to be conatructed. with tM tna1nwu111co thereof, or with llllY other openitlons or llll\d uae by City. 
In tho eV<lllt Permttt.eo talhl to alter ar remove IU1Y of hit lmprove111l!11ta. plo.ntlnst, or othet' property Within 
I.he t1ml! !Jlnlt ~ed In eal4 notice, said Improvements, pla.ntl.np. or othl!'I' ~ ltllll1 be mnoV1ld by City, 
the "uon4ble ~ of whld!. ahal1 be paid to ct~ by Pmnlttlll'I. 

II. l'.n the ovent tit liJ\Y eJMfllOl111Y City may, at It.II 1011 option and wlthO\lt notie&, alter, J't!ll10W ·01' protect at Pet· 
mlttee'e experuie, IUl)' lm~ntl, !Jlantlllp. ar other property, except utilllf factllt.lew owned either by a 
private comvanY or a publlo q-eney. On notice that an emergency exlata, ownen of uWity facilltleo, at their 
<)W1t upenae, muat tllk& llnmedlalAI 11ctlon to pniteet, l'O!n0\16 <ll' l'ftlOcate sucb taclllt.lell u requ!Nd to rntet 
lhe~C)'. 

&. .Permtttee ahllll be ~ wd Uable for all1 and all dl.ll\lllle to Cl~• lltrllCturu or prcperty, dut dlreetly 
or Indirectly to Permlttee'a occupation nnd 1111e of Qty lnnd& pumiant to thb pennlt, and ahall promptly pay 
any jUJt claim thereror. Pennlttee shall nm1rn& the dctcnro or and Indemnify Md f.11\'e harmlC1111 tb11 City ond 
Olunty ot San .Francl-. lta Public Utllltlu COmmlnlon. ot!ICl'ra, and employees from all cllllma. !os.a, liens. 
damag;t, lll,IW')' and Uabfilty ot ~ ldnd. nature 11t1d dellicl'lptlon, directly or lndlNCtly artatng from P<lrmlt· 
tee's occupation and \111111 of Cl~ lands plll'llUIUIC to thla po!nllit rega.rdless of retpOIUllblllty tar neiUgenett. 

10. Niv gardening or lllMAlcaplllg lihall hi! llmlted to low llt'QWlng ahnlb&I, llfBD or plente. Planting of tre11t on 
ptpellne or electric line ri&hta-of•waf Ill ~ not permitted. 

1l. To the eoctent that any !!pOllial condlUOM aet forth hmlll. COllAlet with 0: are ~t with IM print~ 
<:filldltlon-, the apecllll C\llldltlolul ahal1 !IM'fdl. 

12. In the event the plfrP04I& of lhlll permit la to allow Pennitte& to In.stall utility facU!tlllll undt!l'gf'OWld ncl'031 
Oty'a premlaetl, the clear dl.lltAnce between the bottom or Permtttee'a llllrtallatlon and the top ot City's eidsUng 
aJUS ~ future water 1lnea ahaU not be lea than elx Inches lllld Pennlttee'a 11111d l111tallatlon lhall be placed · 
11t an approJdmate.17 eon11!4fit ~ fur the entlfa eroalni. 

l3. In the mmt the P1J1'lll*I of lhla pennlt Ill to allow Pmnlttee to lnataU utility facllltlell underground acrou 
CllY• pmn1la. Petmlttee ahll.I proporly m.arlr. the alignment ot the lln~ lnstallatkln with wltnen 
llO'ls. 

lt. All ccr.dltter..: cf th!: perm!t L~ a.ubject to P!!!od!c r@VffW:: 

15. Permittee's prop:>aed installations within City's right of way shall be in 
acoordance with P&mittee's drawing,bearing City's signed approval. 'lllis 
drawing is attache:l hereto as Exhibit "A" and is hereby trade a pa.rt of this 
permit. ' 

16. In the event City expand facilities into the permit area in the future, Petmitt.ee 
shall renove his sewer aut.rorize:l under thls peon.it and relocate else.here, all 
at his ~ expense. 

17 •. IJnless sooner :revoked, ·this pe.nni.t shall tel:r$l.ate at the end of Permittee's lease 
of adjoining land. · 

lB. 'lhe Permittee shall. notify the Manager of the SUbut:ban Division of the san Fran
.ci.sa:l Water Dai;:a.rtnalt, {ilone 697-4424, five i.orkinq days prior to the date of 
installation. 

19 • 'lhe rau:>val of existing trees along and near the sewer line authorize:l under this 
pei:mit is required. 'lhe Permittee shall perfOnn this work under the direction of 
the City and at his own expe:nse. 

20. 'lhe installation of facilities. ~rlze:l by thiS permit a· awject: to CitY's 
inspecticn and a,wrowl. · 

21. 'lhe City reserves the right to alter, add, and delete from the w:>Ik autho:ri~ed or 
required under this permit. · 

22. Rights granta:I herein shall be limited to area granted under this penni.t. Penrd.ttee 
shall not use the adjacent lands of the City wit.hoot pri.Or approval of the-General 
Manager of the San Francisoo water Department. · 

23. Permittee shall not accept and release his Cbntractor fOr the work authorized or 
requi:red by th.is permit before securing the approval of the City. 

24. Permittee shall install narkers identifyinq location of their underground facilities 
constructe:l. lll'rler t.ltls permit. Mark.em and identifying infonna.tian. ~ ~ll be 
approved by the City. · 1 : • 

25. Upon corrpletion of. installation pennitted hereunder, Penrd.ttee shall rarove all 
debris and excess dirt and restore the right of way to their original condition 
to the satisfaction of the General Manager of the San Francisco Wa~ Department. 

26. 'lhe City shall not be taxed or assessed for the· ~ts pe.cnitted hereunder. 
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lllt ·41,~ f2:i fL.____ 
Arthur R. Jensen~ 

'G ~ ; t ,i· I" 

Acting General Manager and Ch1ef Eng1neer 
San Francisco Water Department 

APR 2 9 1985 Dated......_..._~----~~~---~~~~ 
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SAN F NCISCO WATER DEP fl. MENT 

LAND USE PERMIT 

Puruuant to authority granted by the Public Utilities Commlllslon, p<irrn!Bston Is hereby grantl!d lo 

GAACE RETAIL COBPCIWl'ICN 
%OROIARD SUPPLY HARDWARE 

P.O. OOX 6400 
SAN JOSE, CALIRJRNIA 95150-6450 

A'ITENI'ICN: MIKE LA 'lDURl!.TIE 

(hereinafter called "Pennlttee") to occupy and utilize the following d~r!bed parcel or prernlses owned by the City 
and County ot San Francisco (heretnaftcr called "City") an under Jurlsdlctlon of the Water Department: 

'The follo.ving described real property situated in the City of Millbrae, C.ounty 
of San Mateo, State of California; 

A p0rtion of Pa.reel 29 Millbrae C.orp0ration Yard as conveyed 
by Spring Valley Water Ccmpany to the City and County of San 
Francisco by de€d dated and :rerorded March 3, 1930 in Volume 
491 of Official Records at Page 1, said portion cooirencing at 
the intersection of northeasterly line of El Camino Real with 
the southeasterly line of Parcel 29, thence north 46° 53' west 
and along t.a.'1.e said· nor+t,J.'1.easterly line of El CarniJ10 Real a dis
tance of 336.00 feet, thence north 53° 46' east a distance of 
428.24 feet, thence south 36° 14' east a distance of 75.00 feet; 
thence north 53° 46' ea.st a distance of 292. 25 feet; thence 
south 39° 14' ea.st a distance of 255.56 feet; thence south 
53° 46' west a distance of 670.00 feet to the i;x>int of comrence
rrent. 

Containing 4. 752 acres m:ire or less. 

All of which property is identified by San Francisco Water 
Depa.t.'tirent Drawing No. B-4051-4 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. 

1~s granted subjeet to the followtng conditions: 

I. Unless otherwise opeclllcl\l!y provided herein thts !l"rmit shall b<.~-ome elfeetlve when the Public Utilities Com• 
ml!lSlon or lt:i authorized representative and the Pennltte-e have signed It. A copy shall be furnished to Per· 
mil tee. 

2. Tltls permit dOl!ll not constitute a lease, deed or grant of an easement, or of a fee Interest by City, It Is not 
trnnsrcrablc or aSJ!l~able, and Is revocable nt. nny time o.t the option of the Public Utilities Commission. 

3. TM use authorized by thl• pennlt Is limited solely to the purposes S<lt forth herein, nnd, except ns expre!!Sly 
herein provided, construction, excavation or lmtnllaUon of structures Is not authomed. 

4. Neither City nor any commlsslon, b<.>ard, officer, or employee thereof shall be held re5p0nslble or liable for 
damage to any property of the Permlttee installed or located on the premlses covered by tltls pennlt 

5. Permlttee shnll at all tl.rnt!1I keep City's land3 In good snd s.lghtly condltlon, St> tu os the tl4l'ne may be llf· 
l~ted by Permlttee's op<?ratlcn hereunder. 

•· 6; ·In f:11e e+eut Cit) btot±tdl>!a "''d pieoalls &1 1011 a<tlv11 kit the e11fu1ecme11t et""' of lbi dglib hE1em1de1, Pei 
ffitttee 'l'HI pay te Glly •!!eh ¥••-able a~el'>'te) '• lees "" may ea 5eterm!n<d "1 !he C&M t; i!<S pat t o! ~he 
ea9!9 et aYeh oel-lono 

F-3940-1 



,•. .... .. . : 

1. Permllle<i a!Ulll, on ~pt at n<it!ce to do lllO &lid within such rewo:inab!e lime 1lmltll u may be fixed by aald 
natl.:.!, &.lter at' nmove at ltla own ~ any of hill lmprovemenca, p!antlnp, or oth~r ~ to well eJC• 
tent 8.! may be req~ to al/Old Interference with 111\)t ot Clt)"1 pipe, powvr llnes, or other atruetuM!ll naw or 
h~rea.H"r to be t'ONtructi!d, with Uut maintenance thereof, or with any othu Ol"1ralloo• or land uae by City, 
In the event PmT\lttee raua to alter ar remove e.ny ol hll lmprwemaiu. plantlnge, Ot' oth@f p~ wtlhln 
the tlme llmlt ~Uled In tald notice, aald lmprovementa. p\antlnp, or other property ITIJIY be removed by ctty, 
Ute reuonable expense ot wbldl ehaU be pa.Id to City by Pmnlttee. 

a Jn the event ol lllW ~ey City may, at ltll flOle optlotl and wtthout notice, alter, l"!mOVll at pt'Olttt at Per
mlttee's expense, any tmpl'\Wl!llll!llfJI. plantlnp, or otber property, except utlllty !acUltlee owned ell.lier by a 
private (1)111.J>!Ull' or a publle egem;y, On nollce th-t Ill\ emergency fllliats. ownm o( uUUty tacUIUn, &t their 
own expmse. mu.at talta lmmediata 1t11:tloo to protect, mmvo or relocate llUilh facUltLeu -. requjl'"<!d to meet 
the emeriiency. 

9. Pemtlttea llhall be ffi!POn.lible and Uable far any end all darnega to CltY• otruct\11'1!1 err p~rty, du& dJrtetly 
or Indirectly to PmnlttEe'• oceutiatloo Md UBI! o1. Oty lllltda punruant ta thll permit, lllld aha.II promptly pay 
any jll.llt cl&lln ther11for. Pennlttee !hall auume the dtfemie of and lndellUllfl' ond 11.11ve hannlellll the C!ly and 
Coonty ot San Franc!-. It.II Publlc U!llltlee Comml.ulon, o6lct?n, and emplO)fefl lroot all claims, loss, Uena, 
dlllllage', Injury and liability of ~ lclnd, naturlll lllld dell(:flpUon, dlHctly or lndl~tly a!'U!ng from Permit• 
~· ocai1>11Uon and UM of City lands plll"l\l.Mt to th la pmnl( regardlea of rupan&lblllty for negllgence. 

10. A.111 g~ Of ~ aball be Umlt.ed to low llYoOW!nt ahrllba, ll'f8Jll or planU. Planting o( tl"eE!'JI on 
plpellM or eleelrlt \ID4I rtah!H!·WU7 la expren!,y not pmnlttl!d. 

11. To the extent that eny spedal aindlli<ma at forth h.it'8ln ctmJUet ..!th or lll'll lnl:an.ld4tent with thtt printed 
llOlldltlonB, Iba 8(l<IClal. ccmdltlmls llhaJ.I prevail. 

12. In 1h& event the~ of thlll pmnlt 111 to sllow Permit~ to !nitall utlllty tacllltlet underground ecroe$ 
City'• pmnlaes, Uti! clear dlatance between the bGttom Of Pt1"mlttte'a lnltal!stlon llJld the top ot Clty'a existing 
and propoeed l\Jtl.lr'e mter llJWllll ah4ll not be less tban alll lndlel llJld Ptmn11tee'1 l4ld lnaWlaUon llhall be ph1C1>11 
o.t t111 ap)ll'OXimatelJ' conatant cndia fOt' the entire croulng. 

13. In the went W. purpaas tlf thlll peml!t la to &llow Pmnlltee tG lrultall utility lacUJtlee underground acrou 
Clty'a premt-. Pa'mlttea &h.a.ll ~ lllllrk the ~t al Ille Wld.ft1lt'OUnd lnlt&llal.IDQ wttb wltneu 
post& 

14. All condl!SoM of lhla pmnlt an rubjeet to PErlodJG review. 

15, 'Il1is permit is granted for the interim period pending confirmation for approval 
by City's Board of SUpervisors of that certain ground lease awarded to Perntlttee 
by Pt1blic Utilities Carmission, pursuant to Resolution No. 83-0483, adopted 
Noverrber 8, 1983, 

16. Pennittee shall notify Man~r of Suburban Division of San Francisco Water Depart
rrent, phone (415) 697-4424, at least 24 hours prior to date of eritry, for any work 
or activity to be caaducted under this pennit. 

17. Penni ttee may enter adjoining San Francisco Water Depa.rtmant 's Subuman Head
quarters lands for purpa.5es granted herein. 

18. Permittee shall use ext:rane care to protect the City's existing water tra:nsmi.ssion 
pipelines at all tirres. Pennittee shall not use heavy construction equiµnent over 
the City's pipelines during construction. 

19. To prevent darnllge to City's underground pipelines, Permittee's use of vehicles 
and construction equiprrent closer than 20 feet to City's pipelines shall be sub
ject to the follcwing restrictions: 

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

b. TI1e "axle loading" of vehicles and construction equiµnent must not 
exceed that allowed under "AASID Standard H-10 wading". H-lD 
loading is defined as loading caused by a two axle truck with a 
gro.ss weight of ten tons (a:> ,000 lbs. ) , a..'tles 14 feet apart, and 
reax axle carrying 8 tons (16,000 lbs). It is Perntlttee's respon
sibility to pluvide substantiation that his equiµnent meets this 
requirerrent. ~~~~~~~~~~~~~~~~~~~~~~~~~--..,, 



/ 
20. Publia l.U..blllll and Prop41'tx Du.ab lnaurancwt 

Permitttt• cg.re11 '>O malntaln'1n ro-ree d\lrlns th• c-claOnctt ot th1• p«l"\llllt., f.nd a.~ tte ¢0•' and 
oxp•nae, c:aaxpl"O:n•n•1¥Ct guner•l U.abtlitF ln&\lr&nct, including a.utol\oblh and product• UtbUltJ' 
1n1urance it raquired 1>1 the Public Ut1Ut1e• Con:U111on .. Th• poller or pa11ch·• or 1e.1d 1n1urana• 
th&ll "-*•as ttUDu,...d. or u. a.ddB1ona1 tna.u.rtr48. Cltr, PubllO: UttUt1 ... Commtruiot! &nd 1tt m•itn.b•n. 
IUld. Uta otticcn, 11gont• ar\d •'B!Plora•• at each+ 3a1d p0Uc7 or poUci•• •nell 1naure a&td. perJona 
•galn•t lo .. or UaolUt1 tor d..,...gu fol" b0411.Y lnJUl71 d .. tll or propertr dlUnll~t oeeaolon•d ~1 
reuon at th• oparac.tong ot P'er111tte• irt,o.n an4 &bQi..t ~h• pros:ert1 p41!ril1tted to b• occ~pltd bJ 0¥ ueed 
•1th a1lnlmWJ1 11ab11UJ Ueitl ae rollowll 

u,000,000 co..,lntd 3lnr;l• Llan ror bod11J' lnJu..,, OP ~••tll ot "'' one pe,..on; and 
t'ol" tiod111 tnjul'f or dee.th or tn er mor. p•raona, 

tn •nt Ol"I• oec\lrrtnc•; and 
tor d.411.11.ge to propertr re•v.lUns t...m an7 <ino uecurrence. 

A c.op.r at 1.ald trwuranoe _policy or pol1C1itl l.l'U1.ll be turnlth•d to in• OtnoreJ "•nagtr and Ch1tt 
Eogin••l"• San Pra.nQ:hco W•t•r O.part.men,,tl•re1ne.ttor r.t•rf"td t.o ll Ji!anager.upan ttle tJtcution ot thi1 
p11tm.1t e.nd a-hall i:.anta.tn A pro¥h1on t.nat. written nQtlo• of' c•netll•~1o.n oro of anJ material Qf\&ng• 
ttl•r•ot anall tJ• dtl1vervd to )(.an•ti•r th.trty ( )O) da.tt tn l.dw&nc• of th• •ffeettv• datt t.htreot.ln tn• 
ovt!nt t/'\&t oth•n tne.n th• aro-roeeald iuu•sona are nt.ined 111 aatd poller or poUet&t u l111uNtda 1 OP 
ad.d1t1onal inaund.8, F'•nn.1tt.•• attall rurnttb Manas.tr- with a 1at1staotory ••••ra.olUtr of lnter·e•u wn• 
donn>ont tnenon. Approved roru of th• lut two arortt••14 tnd.ort0Dtnt1 i=er be obt&1ne-4 troa Kan1.e;9r. 

Tho,..arur "'"' durtnc the te.., or th1• po"'1t, V•nltto• ehaU O.mtan to 14n•ger, rroa ttae to 
t.1•. a. dulr •r•eutm.S. cet"tlClc:ate ta the •tt•ot ttlt.t tl\e tnaur.ance co<nil"•&• rumhh•d t.o CltJ to t>•ln& 
ma1nta.1n•d bl l'armitt••· 3ucll pol1al•• or c•rtttto1tte thel-1 be 111utd b1 • com;:i&nr or ccmpan.lta •P· 
prcT•d tn writing bJ Clt.r'• Cont.roll.er and u ta ton by Clt.r'• Citr Attom•r~Pann..tetee 1hall increue 
th• •Coreaa.td l1'1Ha ""°" th• wrnt"" dolll&n\\ or cur l>C'O'fldod. t~ot uld tnor ... nt •ro reuonllll• eml 
JW>tlrl&t>l• ~1 cu,. 

PERMl'l'TEE: 

9L,. GRACE RE.TAII; OORPOAATICN 

By /~ll1CWI/£ ··- - '!;t_ 
Title Vice President LEGf-',L. , 

ClTll' AND COtJNn OF SAN FRANCISCO RZ -
PUBLIC U1'1LlTIES COMMJSSION 

Dated ch.vi, .3Q, \~e+ 
' 
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~ 12C UY Tl!! Ml! n.AllClSCO AmlilllsnAnv.& c:ai11 

Alll!Zll)!BC TI!I 11U1 l"BJlliClSCO AlJKillISTllATlVZ alli'il!. llY AOOlliG caAl"l'Dl UC ~. Pll.O
nrn1nffG DlSOU!illiATIOli DI ilEAL PilOl'pff CORTBJ.CTS Qli T!IE GWUlll) 01 lltc..WS£ fJT RAC!, 
COLO&, can:D, !IATIONIJ. O!UGDI, AllCllSTllt, AGE, S!X, SllllAL ORlmlATIOl!I (la PISAB1UT1. 

k Lt o«la1....S by the People of the C1ty aJlld County of San Frenciaco: 

Sc.cticm 1. Cb...llpC«i- l2C U added to th\IJ San Francis.co Adain11111trat.iwe. Coda to nuad 

aa follave: 

CIL\PTEli. 12C 

Jl1)NDISClltml!AnCJli Ill i'l\m'l!:RTT CON'Tli.ACTS 

Stt .. l2C.1 .. All fTopcrtz Contract• to In.elude Noodi•criminat1oc PTarl.aious. 

All eocu:ac.tiaa egcncies of the Clty .acd County of San Francisco, or .any depilf't-
... ,.t thereof, actiag for or ou behalf of th• City and County, ah"11 iocludc in all 
~ontr.ec~e, frml<::hi•e.&t lczesca, cooceasiO'QS or otbar .a.gret!lllCrtt• irrirol•ioa the le.a.ea, 
rentel, or oth...- """ of real prop«rty and lmprOT""""'t• thereon of the City and Coen~ of 
Sac rrancisco. for a period CEC.ea-d.ic; CWCDty-tliDO (29) days ic any c.alsnd.ar year, vh-echer 
by eia.plar or cuaul.mtiY• 1.oatl"'Ulllll!!Dt,. c prOYlaion obligatillg the contractor. fracchimcc. 
lcscu1:c,. .canc:ccoion.aire. ox other P•rty of said agteesaeat: cwt ta dtscrlainate 00. the 
ground or 'b•c•uoo 0-f race. eolor. creed. oat.10'0.Al oriain. artc.eet:-r1. age. 1H1J:. •~l 
orientation or diMbiltt:y aaainat auy peraoa aech..lna •ecOlllllllOCiatteu-, a.d.-ant.agc•. fac1-
11t1•• • pri•ilqaa., Mrvicc.•• or .aab&ruhip ia. all h'1aincss 1 aocial • or other 4at.ablish
QIQl:Ut• or or4cni&atiooa, opara~ing froea or aiek.ing uae of a.aid real property, .and ahall 
require such cont:ractor, frauchi.&eG 1 l•aeao, or c.onc:cao:ton.a.iro to iuc.tude a 11.:mil•i
prD"Yi.eion in ell aubcontracta .. aubleu•a .. ot tithe.r aubordlute qreementa for a period 
V<cudiog tventr••<>.ln• (29) d&Y• in any celomdar yur. 11bether by dagular or c""'11atlve 
inot.f"\lalUlt. let 0 awarded, aegotiat4d or eutered into therevndcr. 

SEC. 12C.Z. ll<tfinitiO<UI. 

As uud 1., thiJO chapter th• tcmo.: 

.. Ag• 11 fgr the purpoao of llllCilbc:rebip rctf¢re to atld •hall iuclod« sny pcrsou vho bas 
attmioe:d tbe age of eightoen (18) yur•. aJtCcpt. fo'"" boD.'1 fida mentor c.it1:.eu ocgaut~

~ione1. 
••eontraet" shall ae.vm ao.d lac.lode an agrceacrat. to op«:rate. f~om or m.ake u•e of real 

pt"oporty of the City and Coun~ of S.t.o fraw:.i•c.o- in tbe oper4t1on of a buaiae••, social, 
or ot.her e•tabliahaent or organization. 

"Coucrac'tor11 aeaa.e- any poraoc. OT perl\Oo•. firm, pnrtoetahlp. corpoorat1an, or ccsbi
ution thereof. uho e:a.t.era iat.o a contract to operate from or nab u.•e of real property 
af the City and county of San Francteeo tn the operation ot a buaiDea•, social, or other 
••tabli•tmae..at: or organi:u.idon .. 

"Subccutract" shall oc.an and, 1cclodc- an agreement or contra~t under Of' •ubordinat:e 
to a priac contract. franchi••• lea••• or conceoaion to operate from or uli:.e. uae of rul 
prope.rt:r of the City and Count.y of Sao rranc1aco in tbe ope-rotloo of a bu.1ioe.1a, 1oc1al 
or otht:r eatiiblio.bment or organiutioo.. . 

0 C4ncessiCD.'• includem a g-rant of land or other pt'operty by or oa. l:>ch.alf of the City 
attid Cot.laty of San Yra».ci•co to a P•t'eon for the purpose or u•e •pec:ified in .aid grant.. 

"Concc.ami.oc.a.1.rc0 ehall ~ •nd inc.ludc a peracc. ubo is the g-ralltec. or beneficiary 
or a conce.••Lni .a• hcrtin defi1utd. 

nhanch1H'' ahall eeian and ioclud• a right or privilege ccm.ferrcd by grant fr-am the 
City and County of San Prmnciaco. OT any c.ont.rac.ting ag~y thereof. and Yeated in and 
author1i::1ng a paraaa to conduct •ucb W.incsa, eoclal 1 or other &t;:t1-..tty an i• epe.cified 
1n .. id grant. 

'"Franchimff .. sh.all ..ua. and inc.lud~ a, pcraon vho i• the gt'antec or beneficiary of • 
fraAchise u herein defin4d. 

.. luetC"\.llllld:nt .. shall aean and include a contract. franchi••, leaae, concession or other 
agreem.ent. t.o operate froa or S&ke ue of re.al prope.rey of the City •nd County of S&n 
Franc.isco 1n the operaU.on of a hwline•1. eocial or- other eatablt1haent or orAan1Ut.ion. 

0
Lca.a.e" •hall me.an and include a contract by which the City aad COtmty of Sau 

Frcachco, or any cautrirctiag ageacy tl>eroof, granta to • pen'111 the temporary pooeas1on 
atld UJ1e of prop-erty, for- revard, and the latter Bgrece to returo tha aaie to the former 
at ill future tiac. 

~'-c•cce" shall acau md iw::lude a perPO:P er t.cnant t.U.iq po1nea•1on of re.al propercy 
g:pdec a .lc-..c as h•r•iD p-rortded. 

"Soblcaac." sb&ll pe.an and inc.ll<lde a lea.se by wb.ieb a l~lJ..$Cl8 or t~ct g-rat1ta 
or leta tc mot.her person p.a~t or all of the lea.eed re.al proparty for e aborter tera 
and 1111.der vhich e&i4 haoee or t""4Dt r•~•ill& - righ~ or iBterut undu tluo 
oriJin.al leaae. 

"11.ea.l Property" oh.all _,,,, mJ>d 1ocllkl• ilD<I in omicb t"" clty and eo .. ncy of 
San rranciac.o holda e le:ae.l intera:sc and 1.atp~u ~o 11a.ld re.al propn-ty .. 

0 Sex'' eh.all ldalJ the: dsaractct' of Wtug male OT faa.el~ ... 
1111 Scxua.l O:r1.r:nt11.t.ioa" a.hall ae.an the clJOit:c of hUlllUl .a.dul.t sexual partner aec:c;rrdt.~c 

to gender. 
"Dieability" 1• a pbyeic&l "" tllel>td i&;Mli~t lltl1cll doe• not ""'k" tile p<tr.>011 

incapable. of e.akin&. uac of the. ac.cQfillllOdat1cn81~ .e.d'l'ant.ascu. fac111ttea, prl'f1leges, 
aenicc• or asi~Tahip iD bueinue. aocUl or othc'I' e:et-ablialacc.ts or oTganixationa 
..ttb a reaaouable acc""""°"atlon to hi• or Iler dioabiHty. and doee Dat aalte the pcUOll 
incapahl" of ui.ing •uch use fo a aanner vhich would not mdaugcr hi• or her health and 
1afety or t:he b.ulth and aafe:t7 of others .. 

1'T~o.e:nt.11 ab.all me.a the person or perOQ119.,- firm,. p&l'tneTa.h!p. co~r&tion or cO!B:bi
oatiou. thereof vho· cater into a coutrac;t t franchi1u~ .• lea.Ge.., e:occe:aeioo Ct' otbcr cgrce
mcct involriug the lease,. rcttt.al OT other u.ae of ru.l propcrt1 aad ispt'Qlte1111Cnts thereon 
of the City aDd County of S&n Funci•co. 

SEC. 12C.l .. llondi<ocrWooti011 l'rovisl.Clo.a of ~rvn~tI Col>tr..cu. 

Enry i;ootract. f £e.nch1ae. lu•e • concessiOll or other ugreeiilt!nt cut.erod into try any 
sgencr of tile City D.J>d Covnty of Sao Fraaciaco. or any de1'4rtamt thereof, 1uV'Olrlna 
the lea•e. r~ntAl .. or other u.e~ of rc41 prop.crty acd ie:pro~t.• thereca of the City 
and County of Seo Francisco for " pci~iod cx.c:ceding tventy-ninc (29) daye in any calc:&idar 
year• vhcth.cr by einpla.r er Cm:au.lative it1$Cru1111Cat. shall c:ontoin chc prOTieions 
following. which -eball be IL.nova. &D the nondl=icr:Udnation praviaioaa of iaucb pcoperty 
c::ontrace. 

In the p.e.rforunca of this contract. the ten.&.et •gree.11 a:a follows: 
(a) The tewint or aubtenant "111 aot diecruunetit •a:ainet aay J><!r&on uelticg acc°"""-

4'.U.cos1 a.tra.~tagu., fs.c111ti-e.e:, privilege• .. s.e:rvicee, or miet1ll>t!Tehip in t:hc bu1inc1u1. 
social or oth·er aatabli.ohmil!nt or organl.utioIJ operated by the tan.ant or oubtC'IUIUlt on the 
r-eal pt"Operty of tbe CitJ' aod CoU11ty of S.itn Franctoco. on the sroUPd or be.ca.use of race, 
color. creed, ILilt1o:uil origin. ancestry"" age, &eJ:, sexual arieat.Ation. or diaab1lity .. 

(b) Should tbe tt:oant or subtcn.r:mt cperate as 11 aeaber1hip organi:.atioft. the tenant 
will permit at:cesa to hl• IZll!l!lberahlp reccrda. TUle.e. i-egulattou a.nod other pertinent: 
data,. b7 the ,1varding .authoTitJ 1 or the Sac Fraucidco Buman Rigbtt Coma1$A1on., for t:hs 
purpose: of ill'rest.f.gating to uceruin cogpliance vit.h the nc:nad1ec.T1;J1n..ttioP provisJoo.s 
of thie cootr.1ct., a:ad on request pt"O'Yide evidence thAt ha-o or rill c:vcply vi.th the w:m
d1acriaiD.4lt:iQll pi:-o.,-101on11 of t:hia. contract. 

(c) That uin.aot or eubt.e:Mnt- a.hall be de~d t:o have breached the condiecriai.p.p.tion 
proviat.on1 of this contract upon~ 

(l) A finding by the Director of the Sau Ptane1oco a ...... n Rights C.,.,..iuian or 
eu.eh other offici•l vho may be deaigo.ac.ed by the Hum.an Right& Commiaidon, t.hat 
tel1&Jlt. bu, wilfull7 •ioLated aucb nondia.criat1nat.1on provislono. 

{2) Upon such findina by the Pirector t>f ~he HUlll&n Righta COllZl1iUi<m, or oth,.~ 
official daoiguatad by t.he lhc:ian R:f.ghta Coe:mi•eion, the avardlng ~u.lthorit-y •hall 
notify t<e:n11.n~, or au.btcnant. chat unle-11• he demoaJStratee to the aattafaction of the 
Oil:ectcr of t.bc San Pranc.taco 8mg;n Rlght• Com:iii•aion er otbe:r official dca;ignate:d 
by che B:mun Rights Counla•ion vitbin •u.c.h re.asotu1.bJe period a.a the lttJ:MUl Rights 
Cmi=!a.sian ahall diet.end.Pe. tha.t th~ viol:&t:ioc ba.e bectt corrected, aetUJn 11111 be 
taken as :oet forth in cubpe.i"BgT.aph {d}. 

(3) The !!uaan Bights Commiaston ahall. vtthia ten <1a.ya of t.ha date ol i•suan.cc 
of ao.1 Clnding by tbet Director of t.bc Ruman Rights Ccm::das.ion or other offict.al 
de:aign.at1ed by c:be Co1:rmia•1on in the cnfoi'e~t of thi• cheptctr, mail to acy perwo 
or perao1ll3 af~cd by ••id finding, a copy of sa11i find.lag .. together with vritte:n 
notice o.f hi1{rTght to a.ppeol. Notice of apreal '"""t be filed 1n vriting vith th• 
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FILE NO. 160711 RESOLUTION NO. 329-16 

1 [Real Property Lease Amendment - Orchard Supply Company, LLC - San Francisco Utilities 
Commission Parcel No. 29 in Millbrae, CA - $460,673] 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

Resolution authorizing the amendment of Orchard Supply Company, LLC's lease of 

property from the City and County of San Francisco, to reduce the size of the leased 

premises to accommodate the San Francisco Public Utilities Commission (SFPUC) 

Regional Groundwater Storage and Recovery Project, Project No. CUW30103, in 

consideration of City's payment of $460,673; adopting environmental findings under 

the California Environmental Quality Act (CEQA), CEQA Guidelines, and Administrative 

Code, Chapter 31; adopting findings of consistency with the General Plan, and eight 

priority policies of Planning Code, Section 101.1; and authorizing the Director of 

Property and/or the SFPUC General Manager to execute documents, make certain 

modifications, and take certain actions in furtherance of this Resolution. 

14 WHEREAS, The City and County of San Francisco ("City") owns in fee certain real 

15 property in Millbrae, California, under the jurisdiction of the San Francisco Public Utilities 

16 Commission ("SFPUC") designated as SFPUC Parcel No. 29, and also known as San Mateo 

17 County APN 093-220-0101; and 

18 WHEREAS, The City, acting through the SFPUC, entered into a Ground Lease dated 

19 April 26, 1984 (the "Lease") with the predecessor of Orchard Supply Company, LLC 

20 ("Tenant") for the lease. of a portion of such property consisting of approximately 4.7505 acres 

21 of land commonly known as 900 El Camino Real, Millbrae (the "Premises") for an initial term 

22 of 30 years, with two options to extend for periods of 10 years each; and 

23 

24 

25 
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15 

16 
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19 

20 
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23 
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WHEREAS, Tenant exercised the first option to extend the term of the Lease for 10 

years, commencing on May 1, 2014, at an annual rent of $1, 117,432, subject to rental 

adjustment on May 1, 2019, in accordance with the Lease; and 

WHEREAS, The SFPUC has developed and approved the Regional Groundwater 

Storage and Recovery Project ("Project"), Project No. CUW30103, a capital improvement 

project included as part of the Water System Improvement Program ('1WSIP 11
), with the 

primary purpose of providing additional dry-year regional water supply capacity; and 

WHEREAS, The Project is located in the County of San Mateo and its completion 

would help the SFPUC achieve the WSIP Level of Service goal for Water Supply adopted by 

the SFPUC in Resolution No. 08-200; and 

WHEREAS, An Environmental Impact Report ("EIR") as required by the California 

Environmental Quality Act ("CEQA") was prepared for the Project by the San Francisco 

Planning Department, File No. 2008.1396E; and 

WHEREAS, The San Francisco Planning Commission on August 7, 2014 1) certified 

the Final EIR ("FEIR") for the Project by Motion No. M-19209; 2) adopted findings under 

CEQA, including the adoption of a Mitigation Monitoring and Reporting Program ("MMRP") 

and a statement of overriding considerations ("CEQA Findings") by Motion No. M-19210; 

and 3) found the Project consistent with the General Plan, and eight priority policies of 

Planning Code, Section 101.1 ("General Plan Findings") by Motion No. M-19211, a copy of 

the motions is on file with the Clerk of the Board of Supervisors under File No. 150616, 

which is incorporated herein by this reference; and 

WHEREAS, The Board of Supervisors on October 28, 2014, adopted Resolution No. 

1400-14, which included the adoption of CEQA Findings and the adoption of the San 

Francisco Planning Commission's General Plan Findings for the Project; a copy of which is 

San Francisco Public Utilities Commission 
BOARD OF SUPERVISORS 
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1 on file with the Clerk of Board of Supervisors under File No. 140945, which is incorporated 

2 herein by this reference; and 

3 WHEREAS, Implementation of the Project requires that the City amend the Lease to 

4 recover permanent possession of a portion of the Premises for construction of Project 

5 improvements and temporary possession of portions of the Premises for construction staging 

6 and installation of utility lines; and 

7 WHEREAS, SFPUC staff, through consultation with the Office of the City Attorney and 

8 the Director of Property, have negotiated with Tenant a proposed First Amendment to Ground 

9 Lease ("Lease Amendment"), a copy of which is on file with the Clerk of the Board of 

10 Supervisors under File No. 160711, which is incorporated herein by this reference, by which 

11 City would pay Tenant the sum of $460,673 as compensation for the necessary permanent 

12 and temporary modifications of the Premises, subject to additional payments if City extends 

13 the periods of temporary possession, all of which is pursuant to an approved appraisal report 

14 dated January 9, 2015; and 

15 WHEREAS, On August 12, 2014, by SFPUC Resolution No. 14-0127, a copy of which 

16 is on file with the Clerk of the Board of Supervisors under File No. 140945, which is 

17 incorporated herein by this reference, SFPUC adopted CEQA Findings, approved the Project, 

18 and authorized the SFPUC General Manager and/or the Director of Property to undertake the 

19 process to acquire possession of the needed portions of the Premises, and, following Board of 

20 Supervisors approval of the necessary lease amendment, to accept and execute the lease 

21 amendment and any other related documents necessary to consummate the transactions 

22 contemplated therein, in form approved by the City Attorney; and 

23 WHEREAS, San Francisco Charter, Section 8B.121(a) grants the SFPUC Commission 

24 the exclusive charge of the real property assets under the Commission's jurisdiction, and 

25 Charter Section 9.11 S(c) requires that any amendment of any City lease of real property 

San Francisco Public Utilities Commission 
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1 having a term of ten or more years be approved by resolution of the Board of Supervisors; 

2 and 

3 WHEREAS, The Project files, including SFPUC Resolution Nos. 08-200 and 14-0127 

4 and San Francisco Planning Department File No. 2008.1396E have been made available 

5 for review by the Board of Supervisors and the public, and those files are considered part of 

6 the record before this Board; and 

7 WHEREAS, The Board of Supervisors has reviewed and considered the information 

8 contained in the FEIR, and the CEQA Findings, including all written and oral information 

9 provided by the Planning Department, the public, relevant public agencies, the SFPUC and 

1 O other experts and the administrative files for the Project; now, therefore, be it 

11 RESOLVED, The Board of Supervisors, having reviewed and considered the FEIR 

12 and record as a whole, finds that the proposed Lease Amendment is within the scope of the 

13 Project analyzed in the FEIR and previously approved by the San Francisco Planning 

14 Commission, the SFPUC, and the Board of Supervisors; and, be it 

15 FURTHER RESOLVED, The Board finds that the FEIR is adequate for its use as the 

16 decision-making body for approval of the Lease Amendment and hereby incorporates by 

17 reference the CEQA Findings made in Resolution No. 400-14, Board File No. 140945 

18 concerning the Project; and, be it 

19 FURTHER RESOLVED, The Board further finds that since the FEIR was finalized, 

20 there have been no substantial Project changes and no substantial changes in Project 

21 circumstances that would require major revisions to the FEIR due to the involvement of 

22 new significant environmental effects or an increase in the severity of previously identified 

23 significant impacts, and there is no new information of substantial importance that would 

24 change the conclusions set forth in the FEIR; and, be it 

25 

I 
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1 FURTHER RESOLVED, The Board of Supervisors hereby incorporates by reference 

2 the General Plan Findings made in Resolution No. 400-14, Board File No. 140945 

3 concerning the Project; and, be it 

4 FURTHER RESOLVED, That in accordance with the recommendations of the 

5 SFPUC General Manager and the Director of Property, the Board of Supervisors hereby 

6 approves the Lease Amendment and the transaction contemplated thereby in substantially 

7 the form of such instrument presented to this Board; and, be it 

8 FURTHER RESOLVED, That the Board of Supervisors authorizes the Director of 

9 I Property and/or the SFPUC's Genera! Manager to enter into any additions, amendments, 

1 O or other modifications to the Lease Amendment (including, without limitation, the attached 

11 exhibits) that the Director of Property and/or the SFPUC's General Manager determines are 

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

13 City or materially diminish the benefits to the City, and are necessary or advisable to 

14 complete the transaction contemplated in the Lease Amendment and effectuate the 

15 purpose and intent of this resolution, such determination to be conclusively evidenced by 

16 the execution and delivery by the Director of Property or the SFPUC's General Manager of 

17 the Lease Amendment and any amendments thereto; and, be it 

18 FURTHER RESOLVED, That the Director of Property and/or the General Manager 

19 of the SFPUC are hereby authorized and urged, in the name and on behalf of the City and 

20 County, to execute and deliver the Lease Amendment with Tenant, in substantially the form 

21 of such instrument presented to this Board, and to take any and all steps (including, but not 

22 limited to, the execution and delivery of any and all certificates, agreements, notices, 

23 consents, and other instruments or documents) as the Director of Property or SFPUC 

24 General Manager deems necessary or appropriate in order to consummate the modification 

25 of the Premises pursuant to the Lease Amendment, or to otherwise effectuate the purpose 

I 
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1 and intent of this Resolution, such determination to be conclusively evidenced by the 

2 execution and delivery by the Director of Property or SFPUC General Manager of any such 

3 documents. 

4 

5 

6 

7 

8 

g 

RECOMMENDED: 

\' 

RECOMMENDED: 

uq~ 
General Manager 
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Resolution authorizing the amendment of Orchard Supply Company, LLC's lease of property from 
the City and County of San Francisco, to reduce the size of the leased premises to accommodate 
the San Francisco Public Utilities Commission (SFPUC) Regional Groundwater Storage and 
Recovery Project, Project No. CUW30103, in consideration of City's payment of $460,673; adopting 
environmental findings under the California Environmental Quality Act (CEQA), CEQA Guidelines, 
and Administrative Code, Chapter 31; adopting findings of consistency with the General Plan, and 
eight priority policies of Planning Code, Section 101.1; and authorizing the Director of Property 
and/or the SFPUC General Manager to execute documents, make certain modifications, and take 
certain actions in furtherance of this Resolution. 
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PUBLIC UTIUTI COMMISSION 

City and County of San Francisco 

RESOLUTION NO. 19-0016 

WHEREAS, The City and County of San Francisco (City) owns in fee certain real 
property in Millbrae, California, under the jurisdiction of the San Francisco Public Utilities 
Commission (SFPUC) designated as SFPUC Parcel 29, and also known as San Mateo County 
APN 093-220-0lO1; and 

WHEREAS, The City, acting through the SFPUC, entered into a Ground Lease dated 
April 26, 1984 (Lease) with the predecessor of Orchard Supply Company, LLC (Tenant) for the 
lease of a portion of such property consisting of approximately 4.7505 acres of land commonly 
known as 900 El Camino Real, Millbrae (Premises) for an initial term of 30 years, with two 
options to extend for periods of I 0 years each; and 

WHEREAS, Tenant exercised the first option to extend the term of the Lease for I 0 
years, commencing on May 1, 2014, at an annual rent of$ I, 117,432 subject to a CPI adjustment 
on May I, 2019, which is anticipated to increase the rent to an estimated $1,304,915 for the 
remainder of the Lease term; and 

WHEREAS, The City and Tenant entered into a First Amendment to Ground Lease dated 
August 4, 2016 (the "First Amendment") that reduced the size of the Premises by l 3,623 square 
feet to accommodate the SFPUC's new groundwater storage and pump station facility located on 
the Premises; and 

WHEREAS, Total lost rent from the early termination of the lease is approximately 
$6,525,000; and 

WHEREAS, Tenant has constructed substantial improvements on the Premises including 
a retail store, warehouse, and restaurant; and 

WHEREAS, Under the terms of the Lease, all of Tenant's improvements to the Premises 
become the property oftl~~ SFPUCuP,on early termination of the Lease, at SFPUC's option; and 

'\ 1 ~ ·~..;. , ' 1, , : \ • 

WHEREAS, Tenant desires to terminate the Lease and surrender the Premises as of April 
30,2019;and 

WHEREAS, The SFPUC desires to terminate the Lease and gain possession of the 
Premises as of April 30, 2019; and 

WHEREAS, the early termination of the Lease is expected to result in the following 
significant utility benefits to the SFPUC: (i) the SFPUC will be able to use an existing warehouse 
on the Premises as additional Utility Plumbers storage and workshop space, and other storage to 
serve workers displaced by unsafe conditions at the old Utility Plumbers shop, and thereby save 
the estimated costs (approximately $1.3 million) of constructing a new warehouse at its Millbrae 
Yard, (ii) future rent from a lease of the remaining lands and improvements that will not be used 
for a new Utility Plumbers storage facility and workshop (Remaining Premises) is expected to 
significantly exceed the lost ground rent because Tenant's improvements will become the 
property of the SFPUC upon termination, ennbling the SFPllC to re-lease the Remaining 



Premises at full market renlal rates, as opposed to the current CPI-adjusted ground rent Tenant 
will pay over the remaining term of the Lease, (iii) the SFPUC will benefit from the full retail 
rental income from the leasing of a restaurant located on lhe Remaining Premises (under the 
terms of the Lease, the SFPUC does not share in this sublease rent, currently estimated at 
$150,000 per year), and (iv) termination of the Lease will provide the SFPUC with greater 
flexibility to address persistent pedestrian safety issues on El Camino posed by the current 
configuration of the driveway shared by both the SFPUC's Millbrae Yard and Tenant; and 

WHEREAS, The utility benefits from the early termination are projected to exceed the 
total lost ground rent resulting from the early termination; now, therefore, be it 

RESOLVED, That this Commission hereby ratifies, approves and authorizes all actions 
heretofore taken by any City official in connection with this Termination Agreement and, be it 

FURTHER RESOLVED, That this Commission hereby approves the terms and 
conditions of this Termination Agreement; and be it 

FURTHER RESOLVED, Thal this Commission hereby authorizes the SFPUC to seek 
approval by the Board of Supervisors and Mayor for the SFPUC General Manager to execute the 
Termination Agreement; and be it 

FURTHER RESOLVED, Thut this Commission hereby authorizes the SFPUC General 
Manager to enter into any amendments or modifications to this Termination Agreemci1t, 
including without limitation, the exhibits, that the General Manager determines, in consultation 
with the City Attorney, are in the best interest of the City; do not materially increase the 
obligations or liabilities of the City; are necessary or advisable to effectuate the purposes and 
intent of the Termination Agreement or this resolution; and are in compliance with all applicable 
laws, including the City Charter. 

I hereby certify that the.f(>regoing resolution was adopted by the Public Utilities Commission ot 
its meeting oflamuu:v 22, 2019. 

Secretary, Public Utilities Commission 



PUBLIC UTILITIES COMMISSION 

City and County of San Francisco 

RESOLUTION NO. 14-0127 

WHEREAS, San Francisco Public Utilities Commission (SFPUC) staff have developed a 
project description under the Water System Improvement Program (WSIP) for the improvements 
to the regional water supply system, otherwise known as Project No. CUW30103, Regional 
Groundwater Storage and Recovery; and 

WHEREAS, The primary objective of the Project is to provide an additional dry-year 
regional water supply. Specific objectives of the Project are to: 

• Conjunctively manage the South Westside Groundwater Basin through the 
coordinated use of SFPUC surface water and groundwater pumped by the Daly 
City, San Bruno, and California Water Service Company ("Participating 
Pumpers"); 

Provide supplemental SFPUC surface water to the Participating Pumpers in 
normal and wet years, resulting in a corresponding reduction of groundwater 
pumping, which then allows for in-lieu recharge of the South Westside 
Groundwater Basin; 

Increase the dry-year and emergency pumping capacity of the South Westside 
Groundwater Basin by up to an average annual volume of 7 .2 mgd; and 

Provide a new dry-year groundwater supply for SFPUC customers and increase 
water supply reliability during the 8.5-year design drought cycle. 

WHEREAS, On August 7, 2014, the Planning Commission reviewed and considered the 
Final Environmental Impact Report (FEIR) in Planning Department File No. 2008.1396E, 
consisting of the Draft Environmental Impact Report (EIR), the Comments and Responses 
document and found that the contents of said report and the procedures through which the FEIR 
was prepared, publicized and reviewed complied with the provisions of the California 
Environmental Quality Act (CEQA), the CEQA Guidelines and Chapter 31 of the San Francisco 
Administrative Code and found further that the FEIR reflects the independent judgment and 
analysis of the City and County of San Francisco, is adequate, accurate and objective, and that 
the Comments and Responses document contains no significant revisions to the Draft EIR, and 
certified the completion of said FEIR in compliance with CEQA and the CEQA Guidelines in its 
Motion Nos. 19209; 192010; 192011; and 

WHEREAS, This Commission has reviewed and considered the information contained in 
the FEIR, all written and oral information provided by the Planning Depaitment, the public, 
relevant public agencies, SFPUC and other experts and the administrative files for the Project 
and the EIR; and 

vVHEREAS, The Project and FEIR files have been made available for review by the 
SFPUC and the public in File No. 2008.1396E, at 1650 Mission Street, Fourth Floor, San 
Francisco, California; and those files are part of the record before this Commission; and 



WHEREAS, SFPUC staff prepared proposed findings, as required by CEQA, (CEQA 
Findings) in Attachment A to this Resolution and a proposed Mitigation, Monitoring and 
Reporting Program (MMRP) in Attachment B to this Resolution, which material was made 
available to the public and the Commission for the Commission's review, consideration and 
action; and 

WHEREAS, The Project is a capital improvement project approved by this Commission 
as part of the WSIP; and 

WHEREAS, A Final Programmatic EIR (PEIR) was prepared for the WSIP and certified 
by the Planning Commission on October 30, 2008 by Motion No. 17734; and 

WHEREAS, Thereafter, the SFPUC approved the WSIP and adopted findings and a 
MMRP as required by CEQA on October 30, 2008 by Resolution No. 08-0200; and 

WHEREAS, The FEIR prepared for the Project is tiered from the PEIR, as authorized by 
and in accordance with CEQA; and 

WHEREAS, The PEIR has been made available for review by the SFPUC and the public, 
and is part of the record before this Commission; and 

WHEREAS, The SFPUC staff will comply with Government Code Section 7260 et seq. 
statutory procedures for possible acquisition of interests (temporary or permanent) in the 
following real property in San Mateo County (1) Assessor's Parcel# 002-410-050 in Daly City, 
owned by Lake Merced Golf and Country Club, (2) Assessor's Parcels # 002-072-240, -250 and 
002-201-650 in Daly City, owned by John Daly Boulevard Associates/West Lake Associates, (3) 
Assessor's Parcels# 006-111-540 and 006-111-460 in Daly City, owned by Jefferson School 
District, (4) Assessor's Parcel # 008-421-120 in Colma, owned by TSE Serramonte, (5) 
Assessor's Parcel's # (unknown) for property owned by BART/SAMTRANS in South San 
Francisco, (6) Assessor's Parcel # 010-212-100 in South San Francisco, owned by Costco 
Wholesale Corporation, (7) Assessor's Parcel# 010-292-210 in South San Francisco, owned by 
Kaiser Foundation Hospitals, (8) Assessor's Parcel # 093-220-010 in Millbrae, leased by 
OSWLowes Corporation, and (9) Assessor's Parcel# 014-320-0lOin San Bruno, owned by the 
U.S. Department of Veterans Affairs. The total combined purchase price for the acquisition of 
these property interests is estimated to not exceed $1,500,000; and 

WHEREAS, The Project includes work located on the property of the City of South San 
Francisco, Town of Colma, Lake Merced Golf Club, Jefferson Elementary School District and 
the Participating Pumpers, and SFPUC staff may seek to enter into Memoranda of Agreement 
(''MOAs") with these entities, addressing such matters as (a) SFPUC's commitments to restore or 
replace, pursuant to agreed specifications, certain improvements owned by the respective 
entities, (b) cooperative procedures and fees relating to local permits, if any, inspections, and 
communications to the public concerning Project construction, (c) the form of necessary 
encroachment permits or other property agreements for Project construction, and (d) the parties' 
respective indemnification and insurance obligations; and 



WHEREAS, The Project will require Board of Supervisors approval of Mitigation 
Agreements with ilTigators overlying the South Westside Basin under Charter section 9.118; and 

WHEREAS, The Project requires the General Manager to negotiate and execute an 
Operating Agreement with the Pmticipating Pumpers, and related agreements to carry out the 
Operating Agreement . The Operating Agreement to be negotiated and executed is substantially 
in the form attached to this Resolution as Attachment C; and 

WHEREAS, The Project MMRP requires the SFPUC to negotiate and execute Mitigation 
Agreements with Cypress Lawn Memorial Park Cemetery; Eternal Home Cemetery; Hills of 
Eternity/Home of Peace/Salem Cemeteries; Holy Cross Catholic Cemetery; Italian Cemetery; 
Olivet Cemetery; and Woodlawn Cemetery in Colma, and the California Golf Club in South San 
Francisco. The Mitigation Agreements to be negotiated and executed are substantially in the 
form attached to this Resolution as Attachment D; and 

WHEREAS, The Project MMRP requires the SFPUC to l) negotiate and execute an 
amendment to the 2009 Water Supply Agreement (WSA) with the SFPUC's wholesale water 
customers regarding delivery of replacement water from the Regional Water System as an 
interim mitigation action to irTigators overlying the South Westside Basin; and 2) negotiate and 
execute a wheeling agreement with California Water Service Company for delivery of 
replacement water to i1Tigators overlying the South Westside Basin as an interim mitigation 
action; and 

WHEREAS, Implementation of the Project mitigation measures will involve consultation 
with, or required approvals by, state regulatory agencies, including but not limited to the 
following: California Department of Health, San Francisco Bay Regional Water Quality Control 
Board, State Water Resources Control Board, Bay Area Air Quality Management District, State 
Historic Preservation Officer, and California Depmtment of Fish and Game; and 

WHEREAS, The Project may require the SFPUC General Manager to apply for and 
execute various necessary permits, encroachment permits, or other approvals with, including but 
not limited to, the California Department of Transportation; County of San Mateo; Town of 
Colma, and cities of Daly City, Millbrae, San Bruno, and South San Francisco, and those permits 
shall be consistent with SFPUC existing fee or easement interests, where applicable, and will 
include terms and conditions including, but not limited to, maintenance, repair and relocation of 
improvements and possibly indemnity obligations; now, therefore, be it 

RESOLVED, This Commission has reviewed and considered the FEIR, finds that the 
FEIR is adequate for its use as the decision-making body for the actions taken herein, and hereby 
adopts the CEQA Findings, including the Statement of Overriding Considerations, attached 
hereto as Attachment A and incorporated herein as part of this Resolution by this reference 
thereto, and adopts the MMRP attached to this Resolution as Attachment B and incorporated 
herein as part of this Resolution by this reference thereto, and authorizes a request to the Board 
of Supervisors to adopt the same CEQA Findings, Statement of Overriding Considerations and 
MMRP; and be it 



FURTHER RESOLVED, That this Commission hereby approves Project No. 
CUW30103, Regional Groundwater Storage and Recovery Project and authorizes staff to 
proceed with actions necessary to implement the Project consistent with this Resolution, 
including advertising for construction bids, provided, however, that staff will return to seek 
Commission approval for award of the construction contract; and be it 

FURTHER RESOLVED, That this Commission hereby authorizes the SFPUC General 
Manager and/or the Director of Real Estate to undertake the process, in compliance with 
Government Code Section 7260 et seq., with the San Francisco Charter and all applicable laws, 
for possible acquisition of interests (temporary or permanent) in the following real property in 
San Mateo County (1) Assessor's Parcel# 002-410-050 in Daly City, owned by Lake Merced 
Golf and Country Club, (2) Assessor's Parcels # 002-072-240, -250 and 002-201-650 in Daly 
City, owned by West Lake Associates/John Daly Blvd. Assoc, (3) Assessor's Parcels # 006-111-
540 and 006-111-460 in Daly City, owned by Jefferson Elementary School District, (4) 
Assessor's Parcel # 008-421-120 in Colma, owned by TSE Serramonte, L.P. and leased by 
Kohl's Depaitment Store, (5) Assessor's Parcels (unknown) for property owned by 
BART/SAMTRANS in South San Francisco, (6) Assessor's Parcel# 010-212-100 in South San 
Francisco, owned by Costco Wholesale Corporation, (7) Assessor's Parcel # 093-331-080 in 
South San Francisco, owned by the City of South San Francisco, (8) Assessor's Parcel # 010-
292-210 in South San Francisco, owned by Kaiser Foundation Hospitals, (9) Assessor's Parcel# 
093-220-010 in Millbrae, leased by OSH/Lowes Corporation, and (10) Assessor's Parcel# 014-
320-010 in San Bmno, owned by the U.S.A., and to seek Board of Supervisors' approval if 
necessary, and provided that any necessary Board approval has been obtained, to accept and 
execute final agreements, and any other related documents necessary to consummate the 
transactions contemplated therein, in such form, approved by the City Attorney; and be it 

FURTHER RESOLVED, The General Manager will confer with the Commission during 
the negotiation process on real estate agreements as necessary, and report to the Commission on 
all agreements submitted to the Board of Supervisors for approval; and be it 

FURTHER RESOLVED, That this Commission hereby authorizes the General Manager 
to negotiate and execute Memoranda of Agreement, if necessary, to perform work on the 
property of the City of South San Francisco, Town of Colma, Lake Merced Golf Club, Jefferson 
Elementai·y School District and the Participating Pumpers (collectively the "Project MOAs") in 
a form that the General Manager determines is in the public interest and is acceptable, necessary, 
and advisable to effectuate the purposes and intent of this Resolution, and in compliance with the 
Charter and all applicable laws, and approved as to form by the City Attorney. The Project 
MOAs may address such matters as (a) SFPUC's commitments to restore or replace, pursuant to 
agreed specifications, certain improvements owned by the respective local jurisdictions, (b) 
cooperative procedures and fees relating to local pennits, inspections, and communications to the 
public concerning Project construction, (c) the form of necessary encroachment permits or other 
prope1ty licenses required to permit Project construction, and (d) the pmties' respective 
indemnification and insurance obligations, subject to the San Francisco Risk Manager's 
approval; and be it 



FURTHER RESOLVED, That this Commission hereby authorizes the SFPUC General 
Manager to seek Board of Supervisors approval for the Controller's release of reserve for the 
Project; and be it 

FURTHER RESOLVED, That this Commission hereby authorizes the SFPUC General 
Manager to negotiate and execute an Operating Agreement with the City of Daly City, the City 
of San Bruno, and California Water Service Company, substantially in the form attached to this 
Resolution as Attachment C, along with more detailed site specific agreements for the operation 
of Project wells by the Participating Pumpers and the shared use of facilities owned by the 
Participating Pumpers for water treatment and distribution, as contemplated by the Operating 
Agreement; and be it 

FURTHER RESOLVED, That this Commission hereby authorizes the SFPUC General 
Manager to negotiate and execute Mitigation Agreements with Cypress Lawn Memorial Park 
Cemetery; Eternal Home Cemetery; Hills of Eternity/Home of Peace/Salem Cemeteries; Holy 
Cross Catholic Cemetery; Italian Cemetery; Olivet Cemetery; and Woodlawn Cemetery in 
Colma. and the California Golf Club in South San Francisco substantially in the forms attached 
to this Resolution as Attachment D, and to seek Board of Supervisors approval of the Mitigation 
Agreements under Charter Section 9.118, along with the approval of the settlement of any CEQA 
appeals filed by these irrigators based on the terms of the Mitigation Agreements; and be it 

FURTHER RESOLVED, That this Commission authorizes the General Manager, or his 
designee, to consult with, or apply for, and, if necessary, seek Board of Supervisors' approval, 
and if approved, to accept and execute permits or required approvals by state regulatory 
agencies, including but not limited to, the Califomia Department of Public Health, the Regional 
Water Quality Control Board, the State Water Resources Control Board, the Bay Area Air 
Quality Management District, the State Historic Preservation Officer, and the California 
Depru:tment of Fish and Wildlife, including terms and conditions that are within the lawful 
authority of the agency to impose, in the public interest, and, in the judgment of the General 
Manager, in consultation with the City Attorney, are reasonable and appropriate for the scope 
and duration of the requested permit or approval, as necessru:·y for the Project; and be it 

FURTHER RESOLVED, That this Commission authorizes the General Manager, or his 
designee, to apply for and execute various necessary permits and encroachment permits or other 
approvals with, including but not limited to, the California Department of Transportation; 
County of San Mateo; Town of Colma; and the cities of Daly City, Millbrae, San Bruno, and 
South San Francisco, which permits or approvals shall be consistent with SFPUC's existing fee 
or easement interests, where applicable. To the extent that the terms and conditions of the 
permits will require SFPUC to indemnify the respective jurisdictions, those indemnity 
obligations are subject to review and approval by the San Francisco Risk Manager. The General 
Manager is authorized to agree to such terms and conditions, including but not limited to those 
relating to maintenance, repair and relocation of improvements, that are in the public interest, 
and in the judgment of the General Manager, in consultation with the City Attorney, are 
reasonable and appropriate for the scope and duration of the requested use as necessary for the 
Project; and be it 



FURTHER RESOLVED, That this Commission authorizes the General Manager to work 
with the Director of Real Estate to seek Board approval if necessary, and provided any necessary 
Board approval is obtained, to accept and execute the real property agreements authorized 
herein; and be it 

FURTHER RESOLVED, That this Commission authorizes the General Manager, or his 
designee, to enter into any subsequent additions, amendments or other modifications to the 
permits, licenses, encroachment removal agreements, leases, easements, other Use Instruments 
or real property agreements, Operating Agreements, and Mitigation Agreements or amendments 
thereto, as described herein, that the General Manager, in consultation with the Real Estate 
Services director and the City Attorney, determines ~rre in the best interests of the SFPUC and 
the City, do not materially decrease the benefits to the SFPUC or the City, and do not materially 
increase the obligations or liabilities of the SFPUC or the City, such determination to be 
conclusively evidenced by the execution and delivery of any such additions, amendments, or 
other modifications. 

I hereby cert~fy that the foregoing resolution was adopted by the Public Utilities Commission at 
its meeting of August 12, 2014. 

Secretary, Public Utilities Commission 



Services of the San Francisco Public Utilities Commission 

525 Golden Gate Avenue, 13th Floor 

San Francisco, CA 94102 
T 415.554.3155 

F 415.554.3161 

TTY 415.554.3488 

TO: 

FROM: Christophe Whitmore, Policy and Government Affairs 

DATE: 

SUBJECT: 

February 11, 2019 

Resolution approving the terms and conditions of, and 
authorizing the General Manager of the San Francisco 
Public Utilities Commission to execute, a Termination of 
Lease between the City and County of San Francisco, 
through its Public Utilities Commission as Landlord, and 
Orchard Supply Company, LLC as Tenant 

Please see the attached resolution approving the terms and conditions of, and 
authorize the General Manager of the San Francisco Public Utilities Commission to 
execute, a Termination of Lease between the City and County of San Francisco, 
through its Public Utilities Commission as Landlord, and Orchard Supply Company, LLC 
as Tenant, for a portion of SF PUC Parcel 29, representing approximately 4.438 acres of 
land, in Millbrae, California at a ground rental rate of approximately $1,304,915 per 
year over the remaining five-year term of the lease. 

The following is a list of accompanying documents (2 sets): 

1. Board of Supervisors Resolution 
2. Original Lease (1984) 
3. SFPUC Reso 14-0127 CUW30103 Regional Groundwater Storage Recovery 
4. BOS Resolution - Ground Lease First Amendment 
5. Executed First Amendment to Ground Lease 
6. SFPUC Reso 19-0016 Approve Termination of Lease - OSH 

Please contact Christopher Whitmore at (415) 934-3906 if you need any additional 
information on these items. 

OUR MISSION: To provide our customers with high-quality, efficient and reliable water, power and sewer 
services in a manner that values environmental and community interests and sustains the resources entrusted 
to our care. 

London N. Breed 
Mayor 

Vince Courtney 
President 

Ann Moller Caen 
Vice President 

Francesca Vietor 
Commissioner 

Anson Moran 
Commissioner 

Ike Kwon 
Commissioner 

Harlan L. Kelly, Jr. 
General Manager 



File No. 190193 
FORM SFEC-126: 

NOTIFICATION OF CONTRACT APPROVAL 
(S.F. Campaign and Governmental Conduct Code§ 1.126) 

City Elective Officer Information (Please print clearly.) 

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

Contractor Information (Please print clearly.) 
Name of contractor: Orchard Supply Company, LLC, a North Carolina limited liability company 

Please list the names of (I) members of the contractor's board of directors; (2) the contractor's chief executive officer, chief 
financial officer and chief operating officer; (3) any person who has an ownership of 20 percent or more in the contractor; (4) 
any subcontractor listed in the bid or contract; and (5) any political committee sponsored or controlled by the contractor. Use 
additional pages as necessmy. President- Timothy L. Cooksey, Executive Vice President and Chief Financial Officer- David 
M. Denton, Secretary- Ross W, Mccanless, Senior Vice President and Chief Accounting Officer- Matthew V. Hollifield, 
Senior Vice President Corporate Finance and Treasurer- Tiffany L. Mason, Senior Vice President Enterprise Strategic Sourcing 
and Real Estate- Timothy L. Cooksey. Orchard Supply Company, LLC is a wholly owned subsidiary of Lowe's Companies, 
Inc., a publicly traded company under ticker symbol LOW. 

Contractor address: 1000 Lowe's Boulevard, Mooresville, NC 28117 

Date that contract was approved: I Amount of contract: Current rent of approximately 
$1,3 04,915 per year. 

Describe the nature of the contract that was approved: Ground Lease dated 4/26/1984 as amended by First Amendment to 
Ground Lease dated 8/4/2016. 

Comments: Contractor is seeking termination of the Ground Lease. 

This contract was approved by (check applicable): 

D the City elective officer(s) identified on this form 

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

D the board of a state agency (Health Authority, Housing Authority Commission, Industrial Development Authority 
Board, Parking Authority, Relocation Appeals Board, and Local Workforce Investment Board) on which an appointee 
of the City elective officer(s) identified on this form sits 

Print Name of Board 

Filer Information (Please print clearly.) 
Name of filer: Contact telephone number: 
Angela Calvillo, Clerk of the Board ( 415) 554-5184 

Address: E-mail: 
City Hall, Room 244, I Dr. Carlton B. Goodlett Pl., San Francisco, CA 94102 Board.of.Supcrvisors@sfgov.org 

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

Signature of Clerk of the Board of Supervisors Date Signed 

C: \Users \I wong\App Data \Roaming\L5\ Temp\ 7 ce5 4 3 7 e-064 5-4c22-b96e-bd6b c0b3 5 e5 8. doc 




