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FILE NO. 190193 RESOLUTION NO.

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

Resolution approving the terms and conditions of, and authorizing the General
Manager of the San Francisco Public Utilities Commission (SFPUC) 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 SFPUC Parcel 29, representing approximately 4.438 acres of land, in
Millbrae, California at a ground rental rate of ap'proximately $1,304,915 per year over

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

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 093-220-0101; 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, Milibrae (Premiseé) for an initial term of 30 years,
with two options to extend for periods of ten years each; and

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 a CPI
adjustment on May 1, 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

San Francisco Public Utilities Commission
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13,623 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 thé property, of the SFPUC upon early termination of the Lease, at
SFPUC's option; and

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 expecte-d 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, enabling
the SFPUC to re-lease the Remaining Premises at full market rental rates, as opposed to the
current CPl-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

San Francisco Public Utilities Commission
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located on the 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; and

WHEREAS, On January 22, 2019, the San Francisco Public Utilities Commission voted
to ratify, approve and authorize all actions heretofore taken by any City official in connection
with this Termination Agreement, approve the terms and conditions of this Termination
Agreement, and authorize the SFPUC to seek approval by the Board of Supervisors and
Mayor for the SFPUC General Manager to execute the Termination Agreement; now,
therefore, be it

RESOLVED, That the Board of Supervisors 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 the Board of Supervisors hereby approves the terms and
Conditions of this Termination Agreement; and, be it ,

FURTHER RESOLVED, That the Board of Supervisors hereby authorizes the SFPUC
General Manager to enter into any amendments or modifications to this Termination
Agreement, including without limitation, the exhibits, that the General Manager determines, in
consultation with the City Attorney, are in the best interest of thé 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.

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

Item 8 Department:
File 19-0193 Public Utilities Commission (PUC)

Legislative Objectives

e 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

e 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 exiend the iease to April 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.

e 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.

e 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

e 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 (CPI1) to $1,304,915 beginning on May 1, 2019.

e 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.

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

e 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

e 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

MANDATE STATEMENT

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 S1 million or more is subject to Board of Supervisors approval.

BACKGROUND |

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 permanentiy
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.

DETAILS OF PROPOSED LEGISLATION

The proposed resolution would approve:

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

e The terms and conditions of the termination agreement; and

e 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



BUDGET AND FINANCE SUB-COMMITTEE MIEETING 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.

RECOMMENDATION

Approve the proposed resolution.

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

THIS FIRST AMENDMENT TO GROUND LEASE (this “Amendment”) is made as of
MGusr , 201, 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 of land 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 1, 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 5.01(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:

L 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

1 OSH Lease Amendment {4-12-16 gjs).doc
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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 Effective Date shall be: !+
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 Commencement 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

2 OSH Lease Amendment (4-12-16 cfs).doc
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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 (“Indemmify”) 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 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 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 arca 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 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 Seven Thousand Four Hundred Seventy-nine Dollars
($7,479) per month (which is the same rate as the portion of 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.
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City shall Indemnify 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 settiement 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.

24  Maintenance, Operation and Protection of the New Ultilities. Landlord’s
easement under Section 2.02 of the Lease to enter the Premises to 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 become 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 Ultilities. 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 party in
enforcing or establishing its rights hereunder, including, without limitation, court costs and
reasonable attorneys' fees. For purposes 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.  Fuarther Instruments. The parties 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
countérpart 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. o

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

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

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

APPROVED AS TO FORM.:

DENNIS J. HERRERA, City Attorney

By: g_,;iﬂémﬁ ﬁ/m/

Carolyn gohnscﬁ Stein
Deputy ity Attorney
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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 Total OSH Lease Arez Site Area Type " Color
Bldg & Well Area 093-220-010 206,931 s5q,ft.+ 5,393 5q.7t. Perm. Area Blue
Temp Work Area 093-220-010 206,931 sq,ft.t 20,005sq.ft.+  |Temp. Access Area Gray
Sub-Surface Telephone 093-220-010 206,931 sq,ft.t 862 sq.ft.x Perm. Underground Area| Green
Sub-Surface Water/S5/SD| 093-220-010 206,931 sq,ft.t 481 sq.ft.+ Perm. Underground Area| Red
Sub-Surface Water Cut 093-220-010 206,931 sq,ft.+ 6,887 sa.ft.t Perm. Underground Area| Cyan
Temp Staging 093-220-010 206,931 sq,ft.+ 4,373 sq.ft.+  |Temp.Const. Area Magenta
[
<
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O
=
m Tempeorary Staging -
O Aresa -
El >
= M
[o]
= Temporary
2 Work Area
/ {shared use areq) Build & Well Area
/
Water Out

Water/
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Telephone

City and County of San Francisco

Public Utilities Commission

Real Estate Services

Easement Diagram City of Millbrae, San Mateo Co.
Millbrae Corporation Yard

Conjunctive Use Project Site 13

02/23/2015
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EXHIBIT B

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 vsed in this Section A that is not defined will have the meamng given to
such term in the Local Hiring Policy.

B. Non-Discrimination 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/HIV 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
failure 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 also 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 the 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 Aicoholic 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

B ~'3 OSH Lease Amendment (4-12-16 cjs).doc



a
J

O

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 Bavironment 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 in 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 offer 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 12T, City may pursne 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 City’s Office of Contract Administration who may also grant a waiver, as
set forth in Section 12T.8. :
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950 EL CAMIND REAL
MILLBRAE, CALIFORNIA

GROUND LEASE

This GROUND LEASE ia made as of this Zlsmy\day of _ |- N
1984, by and between the CITY AND COUNTY OF SAN FRANCISCQ, a municipal
corporation, acting through its Public Utilities Commission (the
"Commigsion') (“Landlord™, =and CRACE RETAIL CORPORATION, a Delaware
corporation having an office at c/o Orchard Supply Hardware, 1555 8.
Seventh St., San Jose, California 95112 ("Tepant").

RECITALS:

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

A. Landlord is the owner of all that certain real property
("the Premises"™) situated in the City of Millbrae, County of San Mateo,
State of California, particularly deseribed 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 ia
Yag 18" 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 fortht ,

ARTICLE ONE
Definitions

1,01, Additional Rent. The rent payable by Tenant pursuént to
Section 5,04 of this Ground Lease.

1.02, Annual Rent. The rent payable by Tenant pursuant to Section
5.01(b) of the Ground lease.

1.03. Commencement Date. }f\Fx¢{ \ ., 198&&.

1.04, Development Period. The period commencing with the
Commencement Date and expiring on the firat (lst) anniversary date
thereof or the Opening Date, whichever is the earlier,

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

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

1.07, Mortgape. A deed of trust as well as a mortgage.

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

1.09. Mortgagor, A trustor under a recorded deed of trust as well
48 & mortgagor.

1.10. Opening Dake. The dates on which the Tenant opens for
business on any portion of the Premises.



1.11. Premiges. 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 sll 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. Term. The term of this Ground Lease as provided in ARTICLE
THREE hereof.

ARTICLE TWO
Premiges
2.01. Demise of Premises. Landlord 1leases to Tenant and Tenant

does hereby lease and take frowm Landlord the Premises for the Term, and
upon the terms and conditions, hereinafter specified.

2,02, Reservation of Easements. Landlord reserves the following
easements in, on, over and along the Premises as follows:

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

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

(c) Existing Easements. The rights of way and easements for
existing underground water pipelines, overhead power and communication
limes 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
Premigses {and subject to Tenant's reasonable right of prior approval
where entry into buildings is required), to enter upon the Premises to
replace, repair, maintain, operate and remove existing water pipes, and
any other existing utility and communication facilities; provided,
however, that the expense of any such operations shall be borme by
Landlord, unless due to the negligence of Tenant, its agents or employees.

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

2,03, Condition Of Fasements. The easements reserved to Landlord
pursuant to Section 2.02 shall be subject to the following rights =and
obligations:

(a) ¥o 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
eagement areas without the prior written consent of Manager which shall
not be unreasonably withheld. Without such consent, however, Tenant may
utilize the easement areas for surface parking of motor vehicles and for
development of open space, roadways and landscaping (other than trees or
perennial shrubs).



(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 borme 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.

(¢) 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'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;
A

(ii) the "axle loading™ of vehicles and construction
equipment must ~not exceed that allowed wunder "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 1bs,), axles 14 feet apart, and
rear sxle carrying 8 tons (16,000 1be.). Tt is Tenant's rvesponsibility
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) lLandlord's Responsibility. Anything herein contained to
the contrary notwithstanding, Landlord shall conduct the installation,
maintenance and operation of any of the aforesaid easemeats, pipelines
and other utility and communication facilities in such manner that will
not unnecessarily or unreasonably obstruct, interfere with, or impede the
ingress/egress of persons or vehicles to and from the Premises or any
buildings constructed thereon and the public streets abutting the
Premises, or the orderly flow of both pedestrian and vehicular traffic,
or otherwise interfere with Tenant's use of the Premises or its business
thereon. In addition, Landlord shall repair any damage which may be done
to the surface of the Premises or to any pavement, landscaping, curbing
or other improvements thereon or to any buildings or other improvements
thereon which may result from the construction, installation, repair,
maintenance or operation (or any combination thereof) of the aforesaid
emsements, ' pipelines and/or wutility 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, vrepair, maintenance or operation (or any combinarion
thereof) of the aforesaid easements, pipelines and/or utility and
communication facilities.

2.04. Grant Of Access Easement, Landlord grants to Tenant &
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 owmed by




Landlord and situated immediately adjacent to the Premises, said easement
area being more particularly described on Exhibit A-2 and located within
the area shown on Exhibit A~3 hereto and designated thereon as 'Ingress &
Egrese Eagement", for the purpose of ingress and egress by Tenant, its
subtenants, customers, employees, invitees, licensees, ageats, and
contractors, in the conduct of its business, and any motor vehicles used
in the conduct of business to and from the Premises onto E1 Csmino Real
at the gignalized intersection, Tenant shall, at its sole cost and
expense, relocate 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 ghall 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 substantislly the
same location as the Ingress & Egress FEasement shown on Exhibit A-3
hereto. Landlord and Tenant further covenant and agree that each shall
keep the 1Ingress & Egress BGasement area free at all times from
obstructions of any nature (including, without limitation, parking of
trucks or other vehicles, barricades, fences and landscaping) such that
the free Fflow of pedestrian and vehiecular 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 holda title to the Premises in

fee simple absolute subject to no exceptions other than those gpecified

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 Llandlord, 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 shall not disrupt parking facilities required for employees and
invitees of the Water Department, nor shall ingress to or egress from
such parking facilities be obstructed. Landlord shall remove the newly
installed chain link fence along the frontage of the Premises prior to
the Construction Period and Landlord shall retain possession of the
fencing materials. Tenant may demolish and remove all other existing
improvements on the Premises (excluding the pipelines, power lines and
other items shown on Exhibit A-3).

Prior to the commencement of sny 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 aforessid plans and
gpecifications together with copies of all bids received -~ from
contractors. In the event the construction price of the lowest bid for
such relecation work shall be im excess of the Cap Price, then Landlord
shall have the right, for a period of thirty (30) days after Tenant
delivers copies of said bids to Landlord as aforesaid, to:

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

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

If Landlord shall fail to approve the lowest bid or modify its
plans as herein provided within said thirty (30) day period, then said
lowest bid shall be deemed approved and Landlord shall pay to Tenmant the
amount, if any, by which the construction price of such relocation work
shall exceed the Cap Price, as hereinafter provided. Within thirty (30)
days after completion of such relocation work, Tenant shall deliver to
Landlord a statement certified by an officer of Tenant's Orchard Supply
Hardware division setting forth in detail the costs of completing such



relocation work in accordance with Landlord's plans and specifications,
including the computation of casts in excess of the Cap Price which are
to be paid by landlord. Within thirty (30) days after the delivery of
said statement to Landlord, Landlord ghall reimburse Tenant for the cost
of completing sueh relocation work in excess of the Cap Price. If
Landlord shall fail to reimburse Tenant as herein provided within said
thirty (30) day period, then Tenant may, at its option, deductr 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 Inpress & FEpress Eagement Area. Throughout
the term of this Lease and any extensionsg 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 pet holes, rtemoving all rubbish and debris therefrom, and
removing all standing water and ice therefrom, provided, however, that
Tenant shall not be ohligated to repair or veplace any portion of the
Ingress & FEgregs Easement .area, the damage to which was caused by
Landlord, its employees, agents, officers, liceasees, invitees or
contractors, or with regpect to any repair or replacement required as a
result of the faulty or defective construction of any portion of the
Ingress & Egress Easement ares (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
guch breach or failure within thirty (30) days after notice from Landlord
specifying euch breach or failure (or if such breach or failure shall
reasonably take more than thirty (30) days teo cure, Tenant shall not have
commenced the same within gaid thirty (30) days and diligently prosecuted
the same to completion), Landlord may, at Landlord’'s option, without
waiving any claim for damages for breach of agreement, at any time
thereafter cure such breach or failure for the account of Tenant, and any
amount paid or any contractual liability incurred by Landlord in so doing
shall be deemed paid or incurred for the account of Tenant and Tenant
agrees to reimburse Landlord therefor. If Tenant shall fail to reimburse
Landlord upon demand for any amount paid for the account of Tenant
hereunder, gaid amount shall be added to and become due as a part of the
next payment of Annual Rent due hereunder.

ARTICLE THREE

.

Term

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

3.02. Extended Term. Subject to all of the provisions of this
Ground Lease including, without limitation thereto, the provisions for
the adjustment and reappraisal of Rent in ARTICLE FIVE, Tenant may, at
Tenant's option, extend the Term for two (2) additional ten (10) vear
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,HM. on the tenth (10th) anniversary of
the date of commencement of each Extended Term, unless earlier terminated
as hereinafter provided.

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

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

(2) Notice. At least one hundred eighty (180) days
before the last day of the Initial Term (or next preceding Extended
Term), Tenant shall give Landlord written notice that Tenant has
irrevocably elected to extend the Term in accordance with the provisions



of this Section 3.02, Each party shall, at the request of the other,
execute a memorandum in recordable form acknowledging that the option has
been exercised and the Term extended for the applicable Extended Term.

ARTICLE FOUR

Security Deposit

4,01. (a) Amount. On or before the Commencement Date, Tenant
shall pay to Landlord as initial security for the full performance and
observance of each and all of the provisions hereof a sum equal to Sixty
Three Thousand Dollars ($63,000.00). 1In the alternative, Tenant may, at
its option and in liew of such cash deposit, establish and waintain
throughout the Term of this Lease, with a natiomal 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 ot agreement to be observed or performed by Tenant under
thig lease beyond any applicable grace period as elsewhere provided in
this lLease, 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 portionm
of Bsaid security deposit (or said letter of credit) is so used or
applied, Tenant shall within thirty (30) days after written dewand
therefor, deposit cash with Landlord in an amount sufficient to restore
and maintain the security deposit at its original amount, and Tenant's
failure to do so shall be a default under this Lease. If Landlord shall
apply or retain the whole or any part of such security deposit or shall
receive any payments from the aforementioned bank under said letter of
credit by reason of having made a wrongful or excessive demand for
payment, then Landlord shall return to Tenant the amount by which
Landlord's total receipts from such security deposit or letter of credit
shall exceed the amount to which Landlord is rightfully entitled,
together with interest at the maximum lawful rate, but Landlord shall not
otherwise be liable to Tenant for any damages or penalties. Any such
letter of credit hereunder shall have an original term of one year, with
automatic extensions through the Term of this Lease, and shall provide
for gixty (60) days notice by sgaid 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 £ails 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 80 received by Landlord shall be returned to Tenant
upon replacement of the letter of credit.

4.02. Surety Bond. 1In 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 paywent of all valid claims resulting from any
breach of this Lease., 8Said bond or bonds shall also provide that thirty
(30) days' prior written notice of cancellation or material change of
said bond or bonds ghall be delivered to the Manager.
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ARTICLE FIVE
Rent

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 Anmual Rental. For the Development
" Period, Tenant sbhall pay Landlord as Annual Rent the sum of Twelve
Thousand Six Hundred Dollars ($12,5600,00),

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

(¢) Adjustment to Annual Rent.

(1) Adjusted Amount. Except as otherwise provided in
Section 5,01(d) below, the Annual Rent ghall be adjusted (subject to the
limitetions hereinafter set forth) on the fifth (5th) anniversary of the
Commencement Date and each five (5) year anniversary date thereafter
including, without limitation thereto, any such anniversary date
occurring during the Extended Term (each such date being referred to
herein as an “Adjustment Date') in accordance with Section 5.01(c}(2)
below. For purposes hereof, the terms "Consumer Price Index", '"CPI", or
"Index', shall mean the Consumer Price Index For All Urban Consumers, San
Francisco/Oakland Metropolitan Area, All Items Series A, based om the
year 1967=100, published by the United States Department of Labor, Bureau
of Labor Statistics.

(2) Calculation of CPI Adiustment. 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 last published immediately prior to the end of the
Development Period, and the Adjustment Date Index Figure shall be the
figure for the Consumer Price Index last published immediately prior te
the fifth (5th) anniversary of the Commencement Date. The Annual Rent
for the five (5) year periocd 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 5.01(b); plus (ii) the
amount derived by multiplying said Initial Annual Rent by the fractionm,
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 CPL adjustment results in an adjusted Annual Rent which exceeds the
Initial Annual Rent set forth in Section 5.01(b) by 30% or more, then the
Annual Rent for said five (5) year period commencing with the fifth (5th)
anniversary of the Commencement Date shall be 130X of the Initial Annual
Rent set forth in Section 5.01(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 5.01(d) hereof.

(b) The second such rental adjustment shall be made
for purposes of calculating the Annual Rent for the five (5) year period
commencing on the tenth (10th) anniversary of the Commencement Date. For
such purpose, the Beginning Index Figure shall be the figure for the
Consumer Price Index last published immediately prior to the fifth (5th)
anniversary of the Commencement Date, and the Adjustment Date Index
Figure shall be the figure for the Consumer Price Index last published
immediately prior to the tenth (10th) anniversary of the Commencement
Date. The Annual Rent for the five (5) year period coummencing with the
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teath (10th) anniversary of the Commencement Date shall be the amount
equal to the sum of: (i) the Annual Rent payable during the teanth (10th)
Lease Year of the Term; plus (ii) the amount derived by wmultiplying 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.

(¢) The third such rental adjustment shall be made
for purposes of calculating the Annual Rent for the five (5) year period
commencing on the fifteenth (15th) anniversary of the Commencement Date.
For such purpose, the Beginning Index Figure shall be the figure for the
Consumer Price Index last published immediately prior to the teanth (10th)
anniversary of the Commencement Date, and the Adjustment Date Index
Figure shall be the figure for the Consumer Price Index last publighed
immediately prior to the fifteenth (15th) anniversary of the Commencement
Date. The Annual Rent for the five (5) year period commencing with the
fifteenth (15th) anniversary of the Commencement Date shall be the amount
equal to the sum of: (i) the Annual Rent payable during the fifteenth
(15th) lemse Year of the Term; plus (ii) the amount derived by
multiplying the Anmual Rent payable during the fifteenth (15th) Lease
Year of the Term by the fraction, the numerator of which is the
Adjustment Date Index Figure less the Beginning Index Figure, and the
denominator of which is the Beginning Index Figure, provided, however,
that in no event shall the Annual Rent be adjusted downward, and provided
further that if the above calculation of CPI adjustment results in an
adjusted Annual Rent which exceeds the Aonual Rent payable during the
fifteenth (15th) Lease Year of the Term by 307 or more, then the Annual
Rent for said five {(5) year period commencing with the fifteenth (15th)
anniversary of the Commencement Date shall be 130% of the Annual Rent
payable during the fifteenth (15th) Lease Year of the Term.

(d) The fourth such rental adjustment shall be made
for purposes of calculating the Annual Rent for the five (5) year period
commenting 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
publigshed immediately prior to the twentieth (20th) anmniversary 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 smount 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 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
twentieth (20th) Lease Year of the Term by 30X or more, then the Anmnual
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 rhe Term and provided
further that Tenant way, 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 5.01(d) hereof.

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

(£) If Tenant exercises its first option to extend
the term of this Lease pursuant to Section 3.02, then a sixth and a
seventh rental adjustment ghall be made for purposes of caleulating the
Aonual 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 (35th) anniversary of the Commencement
Date as follows:

(i) The Annual Reat for the five year period
commencing on the thirtieth (30th) anniversary of the Commencewent Date,
shall be the fair market rental determined pursuant to the procedures set
forth in Section 5.01(e) hereof with the Appraisal Date referred to
therein being the twenty-ninth (29th) anniversary of the Commencement
Date. This adjustment to fair market vrental commencing upon the
thirtieth (30th) anniversary of the Commencement Date shall be mandatory
and Tenant shall not have the option of & 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 immediately prior
to the thirtieth (30th) anniversary of the Commencement Date, and the
Adjustment Date Index Figure shall be the figure for the Consumer Price
Index last opublished 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-fifrh (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 fractionm,
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 ghall 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, them the Annual Rent for said five (5) year period
commencing with the thirty—fifth (35th) anniversary of the Commencement
Date shall be 130% of the Annual Rent payable during the thirty~fifth
{35th) Lease Year of the Term.

(g) If Tenant exercises its sacond option to extend
the term of this Lease pursvant to Section 3.02, then an eighth and a
ninth rental adjustment shall be made for purposes of caleulating the
Annual Rent for the five (5) year period commencing on the fortieth
(40th) anniversary of the Commencement Date and for the five year period
commencing on the forty-fifth (45th) anniversary of the Commencement Date
as follows:

. (i) The Annual Rent for the five year period
commencing on the fortieth (40th) anniversary of the Commencement Date,
shall be the fair market rental determined pursuant to the procedures set
forth in Section 5.01(e) hereof with the Appraisal Date referred to



therein being the thirty-ninth (3%h) anniversary of the Commencement
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 CPI adjustment.

(ii) For purposes of ealculating the Annual
Rent for the five year period commencing on the forty-fifch (45th)
anniversary of the Commencement Date, the Beginning Index Figure shall be
the figure for the Consumer Price Index last published immedistely prior
to the fortieth {40th) anniversary of the Commencement Date, and the
Adjustment Date Index Figure shall be the figure for the Consumer Price
Index last published immediately prior to the Fforty-fifth (45ch)
anniversary of the Commencement Date. The Annual Rent for the five (5)
year period commencing with the forty-fifth (45th) aaniversary 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 wmultiplying the Annual Rent payable
during the forty—fifth (45th) Lease Year of the Term by the fraction, the
anumerator 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 ghall the Annual Rent be adjusted
downward, and provided further that if the above calculation of CPL
adjustment results in an adjusted Annual Rent which exceeds the Annual
Rent payable during the forty-fifth (45th) Lease Year of the Term by 307
or wore, then the Annual Rent for said five (5) year period commencing
vith the forty-fifth (45th) anniversary of the Commencement Date shall be
1307 of the Annual Rent paysble during the forty-f£ifth {45th) lLease Year
of the Term.

(3) Payment of Adjusted Anpual Rant. Following each
Adjustment Date, Tenant ghall 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 Aonual Rent. Commencing upon the first
day of the month next following Tenant's receipt of Landlord's notice of
Landlord's determination of adjusted Annual Rent, Tenant shall pay
Landlord adjusted Annual Rent at the rate determined pursuant to Section
5.01(e)(2), subject to the provisions of Section 5.01(d)(3). 1In addi-
tion, subject to the provisions of Section 5.01(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 Laridlord's
notice of Landlovd’s determination of adjusted Annual Rent, Tenant ghall
also pay to Landlord an amount equal to the difference, if any, between
the monthly installments of Annual Rent determined pursuant to Section
5.01(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 Ldndlord's determi-
nation of adjusted Annual Rent.

(d) Optional Reappraisal of Minimum Annual Remnt.

(1} Option. At Tenant's option, the Annual Rent may be
revised in accordance wich the Ffollowing procedures on the fifth (5th)
and twentieth (20th) anniversaries of the Commencement Date (each being
referred to as an "Appraissl Date') to an amount equal to the fair market
rental of the Premises, exclusive of Improvements, as of the Appraisal
Date, or the amount payable pursuant to - Section 5.01(c)(2), whichever is
the lesser. Tenant shall exercise such option by written notice
delivered to Landlord within thirty (30) days after each Appraisal Date.

(2) Determination. Determination of fair market rental
shall be based on the highest and best uge of the Premisea 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 5.01(d)(1) above, Landlord shall give Tenant written notice of
landlord'e 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 Sectiovn 5.02 by giving Landlord the
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notice required by Section 5.02(a) within twenty (20) days after receipt
of Llandlord's written determination. If Tenant does not submit
Landlord's determination of the appropriate amount of appraised Annual
Rent to arbitration within the required period, Landlord's determination
shall be. final. The decision of the arbitrators shall be final;
provided, however, that in no event shall the Annual Rent be less than
the amount stated in Section 5.01(b).

(3) Payment. If Tenant shall exercise its option under
Section 5.01(d){1) herecf, Tenant shall continue te 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
5.01(d)(2) or at the rate determined pursuant to Section 5.01(e)(2),
whichever ig less, but in no event less than the Annual Rent specified in
Section 5.01(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 wmonth next following Tenant's receipt of Landlord's
notice of Landlord's determination of appraised Aonual Rent, Tenant shall
also pay to Landlord an amount equal to the difference, if any, between
the monthly installments of Annual Rent determined pursuant to Section
5.01(d)(2) or at the rate determined pursuant to Section 5.01(c)(2),
whichever is less, and the wmonthly installmeats of Amnual 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 Sectiom 5.01(d)(2), then
Tenant shall continue to pay Annual Rent at the rate applicable to the
preceding period until such time as the arbitrators render their written
determination of appraised Annual Rent. 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 5.01(c)(2), whichever is less, but in
no event less than the Annual Rent gpecified in Sectiom 5.01(b). In
addition, if the monthly installmente of adjusted Annual Rent payable by
Tenant shall be increased over the monthly installments payable by Tenant
for the preceding period, then on the first day of the month next
following the date the arbitrators shall rvender their written determi-
nation of appraised Annual Rent, Tenant ghall 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 5.01(c){(2), whichever is 1less, and the wonthly
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
5.01(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 wmonth 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 srbitrators ghall
render their written determination of appraised Annual Rent, as the case
may be, Tenant may deduct from the next and succeeding installments of
Annual Rent due, an amount equal to the excess of the monthly
installments of Annual Rent already paid from the applicable Appraisal
Date to the date of determination as aforesaid over the amount of
appraised Annual Rent as determined pursuant hereto.

(4) Independent Elections. Failure on the part of
Tenant to seek adjustment of Annual Rent to fair market rent shall not
restrict or preclude exercise by Tenant of its electiom 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 so determined shall. then
become the Annual Rent for determination of future adjustments pursuant
to Section 5.01(c)(2) which shall apply thereafter until such time as

Annual Rent is again subject to adjustment to fair market rent s providad
herein.

(2) Annual Rent for Extended Terms.

(1) Determination. Determination of fair market rental
shall be based on the highest and beat use of the Premiszes on the
applicable Appraisal Date sgubject to the provisions of this GCround
Leage. Within thirty (30) days after the applicable Appraisal Date,
Landlord shall give Tenant written netice of Landlord's determination of
the appropriate amount of the appraised Annual Rent, If Tenant
digagrees, it may submit the question of the appropriate amount of the
appraised Annual Rent to arbitration in accordance with the provisions of
Section 5.02 by giving Landlord the notice required by Section 5.02(a)
within twenty (20) days after vreceipt of Tlandlord's written
determination, IF Tenant does not submit Landlord's determination of the
appropriate amount of uappraised Annual Rent to arbitration within the
required period, Landlord's determination shall be final. The decision
of the arbitrators shall be final; provided, however, that in no event
shall the Annual Rent be less than the amount stated in Section 5.01(b),

{2) Extension of Term and Option Notice Period. In the
event Landlord shall fail to submit its determination of appraised Annual
Rent on or before the date which is sixty (60) days prior to the date
upon which Tenant must deliver notice to Landlord of its election to
extend the Term pursuaat to Section 3,02(a)(2) hereof, or if the matter
of appraised Annual Rent shall have been submitted to arbitration
pursuant to Section 5.01{e) (1) 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 Temant must
deliver notice to Landlord of its election to extend the Term pursuant to
Section 3.02(a)(2) hereof, then and in any such event, the Initial Term
or the preceding Extended Term, as the case way be, and the date by which
Tenant must deliver notice to Landlord of its election to extend the Term
shall each be automatically extended one (1) day for each day of any such
delay. i

&) Payment, Tenant shall continue to pay Annual Rent
at the rate applicable to the preceding period until such time as
Landlord shall deliver to Tenant written notice of Landlord's
determination of the appropriate amount of appraised Annual Rent.
Commencing upon the first day of the month next following Tenant's
receipt of Landlord’s naotice of Landlord's determination of appraised
Annual Rent, Tenant shall pay Landlord appraised Annual Rent st the rate
determined pursuant to Section 5.01(e)(1). In addition, if the monthly
ingtallments of adjusted Annual Rent payahle by Tenant shall be increaged
over the monthly installments paysble 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, betwean the monthly installments of Annual Rent determined pursuant
to Section 5.01(e)(1) and the monthly installments of Annual Rent paid by
Tenant from the applicable Appraisal Date to the firse day of the month
pext following Tenant's receipt of Landlord’s notiece of Landlord's
determination of appraised Amnnual Rent. Notwithstanding the foregoing,
if Tenant elects to submit the question of the appropriate amount of
appraised Annual Rent to arbitration pursuant to Section 5.01(e)(2), cthen
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 cthe arbitrators shall render their
written determination of appraised Annual Rent, Tenant shall pay Landlord
appraised Annual Remt at the rate determined by the arbitrators. In
addition, 1if the mouthly installments of adjusted Anpnual Rent payable by
Tenant shall be increased over the monthly installments payable by Tenant
for the preceding period, thean on the first day of the month next
following thé date the arbitrators shall render their written determi-
nation of appraised Annual Rent, Tenant shall also pay to Landlord an
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amount equal to the difference, if any, between the monthly installments
of Annual Rent determined by the arbitrators and the moathly installments
of Annual Rent paid by Tenant from the spplicable Appraisal Date to the
first day of the month next following the date the arbitrators sehall
render their written determination of appraised Anmnual Rent. Anything
herein contained to the contrary notwithstanding, if the amount of Annual
Rent determined by appraisal pursuant to Seetion 35.01(e)(2) or by
arbitration pursuant to Section 5.02 shall be lese than the amount of
Annual Rent paid by Tenant for the preceding period, then coumencing upon
the first day of the month next following the date on which Tenant shall
receive Landlord's notice of Landlord's determination of appraised Annual
Rent or the date on which the arbitrators shall render their written
determination of appraised Annual Rent, ss 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 aof
determination as aforesaid over the amount of appraised Annual Rent as
determined pursuant hereto.

(£) Time Place and Manner of Payment of Annual Rent. Annual
Rent for each year of the Term ghall be paid in lawful money of the
United States in equal monthly installments in advance on the first day
of each calendar month at the office of the Chief Accountant, San
Francisco Water Department, located at 425 Mason Street, San Francisco,
California 94101 (aor such other place as Landlord may designate in
writing) commencing with the f£irst day of the first full calendar month
during whieh the Development Period ends. If the Development Pericd ends
on any day other than the first day of a calendar wmonth, the first
installment of Annual Rent shall include, in addition to the monthly
ingtallment to be paid in advance, a pro-rated payment of Rent for rhe
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
go that the base year differs from that used to compute the Beginning
Index Figure, the Index shall he couverted in accordance with the
¢conversion factor published by the United States Department of Labor,
Bureau of Labor Statistics.

(2) If the Index is discontinuved or ravised during the
Term, such other govermment index or computation which replaces it shall
be wsed 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 gubstitute index or computation sghall, on application of
either party, be determined by the chief officer of the Sanm Francisco
Regional Office of the Bureau of Labor Statistics or its successor.

5.02, Determination of Pair Harket 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 desipnated to act as arbitrator on
Tenant's behalf. The party eo designated shall be qualified as provided
in Section 5.02(d}). Failure to give written notice as above provided
within such twenty (20) day period shall constitute an acceptance of
Landlord's determination of fair market rental.

(b) 1If landlord is not willing to have the issue of fair

market rental determined solely by the arbitrator selected by Tenant,
then Landlord shall so notify Tenant in writing within ten {10) business
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days after receipt of the notice demanding arbitration given by Tenant as
provided in Section 5.02(a), such notice to specify the name and address
of the person designated by Landlord to ackt as its arbitrator and in such
case bath Tenant's arbitrator and Landlord's arbitrator shall jointly
determine the fair market rental in accordance with this Section 5.02,
subject, however, to the appointment of a third arbitrator pursuant to
Section 5,02(c) hereof. The person so designated by Landlord shall have
the qualifications specified in Sectiom 5.02{(d). Failure on the part of
tandlord to specify its arbitrator within the time period and im the
manner set forth above shall constitute agreement to have the issue of
fair market rental determined by the person designated by Tenant.

(¢) 1I1f the issue of fair market rental is to be determined
by a pingle arbitrator, the determination shall be made as diligently as
possible and the report of the arbitrator delivered to the parties within
thirty (30) days safter expiration of the period of appointment of the
second arbitrator pursuant to Section 5.02(b)., If two arbitrators are
selected, the arbitrators shall meet within ten (10) business days after
appointment of the second arbitrator and attempt to &gree upon the issue
of fair market rental to be determined. If the two arbitrators are
unable to agree uvpon the question in issue within ten (10} business days
after the first meeting, they shall appoint a third arbitvator who shall
be a competent and impartial person qualified to ‘act in accordance with
the provisions of Section 5.02(d). 1In the event the two arbitrators are
unable ¢o agree upon a third arbitrator within fifteen (15) business days
after the first meeting, the parties themselves ghall select = third
arbitrator within u further period of 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 appeint as the third arbitrator anm impartial
person qualified to act in accordance with the provisions of Section
5.02(d}) and the other party sghall 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 set forth
in Sectiom 5.02(g).

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

{e) 1In the event of the failure, refusal or inability of any
arbitrator to act, he shall appoint his successor; provided, however,
that any succeassor to the third arbitrator shall be appointed as
hereinbefore provided. The arbitrators shall, if possible, render a
vwritten decision within ten (10) business days after the appointment of
the third arbitrator. A decigion 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 arbitrater and both shall
share equally the fee and expenses of the third arbitrator, if any, Each
party shall pay the fees and expenses of its attormeys and any witness it
may call.

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

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

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

5,03, Late Charges. Tenant recognizes that late payment of any
Rent or other sum due hereunder from Tenant to Landlord will result in
adminigtrative expenses to Landlord, the extent of which additional
expense is eaxtremely difficult and economically impractical to
agcertain. Tenant therefore agrees that if Rent or any other payment due
hereunder from Tenant to Landlord remains unpaid tem (10) days after said
amount 18 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
intevest on the amount of unpaid Rent or other payment at e 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
accerued interest shall be Additional Rent payable by Tenant with the next
succeeding installment of Rent. Tenant agrees that such amount is a
reasonable eatimate 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 Sectiom 17.03 in the
event said Rent or other ‘payment is unpaid after the due date.

5.04  Additiomal Rent.

(a) 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 hervein 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 Tensat's Orchard Supply Hardware division sgetting forth the
Gross Revenues received by Temant in, upon or from the Premises during
the preceding quarter.

(c) Annugl Statement. Within aixty (60) days after the
close of each Lease Year, Tenant shall furnish to Landlord a statement
cercified as correct by an officer of Tenant's Orchard Supply Hardware
division setting forth the Grose Revenues made in, upon or from the
Premises for the preceding Lease Year (hereinafter said annual statement
is referred to as 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 as calculated
in acecordance 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 publie
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accountant approved by Manager (which approval shall not be unreasonably
withheld) setting forth the Gross Revenues made in, upon or from the
Premises during such fisecal 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 pame as the figure for Gross Revenues set forth in the
statement of Grosa Revenues for Tenant's fiscal year, it being understood
and agreed that the determination of Percentage Rental hereunder shall be
based upon Gross Revenues as set forth in the Annual Statement and that
the submission of the additional anoval statement for Tenant's fiscal
year ie for information purposes omly and shall not increase or othervise
affect Tenant's obligation to pay Percentage Rental hereunder.

(d) Audit of Gross Revenue Statements. If Tenant sghall at
any time cause a geparate audit of Tenant's business conducted in or upon
the Premises to be made by a certified public accountant, Tenant shall
furnish Landlord with s copy of said awdit without any cost or expense to
Landlord,  Tenant agrees that it will keep all source documents
gupporting its records of Gross Revenues applicable to each Leasse Year
for a period of twenty-four (24) months following the expiration of each
Lease Year and thereafter will retain summary financisl statements
(including, but not limited to, ledgers and journals) for an additional
twelve (12) months, Tenant further agreea that Landlord or the agents or
vepresentatives of Landlord may annually inspect Tenant's racords of
Grogs Revenues, such inspection to be conducted at the accounting offices
of Tenant's Orchard Supply Hardware divisiom, wherever such offices are
now or hereafter located, provided such inspection ig made within
thirty-six (36) months after the Annual Statement of Gross Revenues is
mailed or delivered by Tenant to Landlord send such inspection shall be
limited to the period c¢overed by such Annual Statement. In additionm,
Landlord may, in connection with its inspection of Tenaunt's records,
employ an independent fiym of Certified Publiec Accountants to verify
Tenant's reports of Gross Revenues for such year and if such accountants
ghall determine that Tenant has underpaid irs obligation for Percentage
Reuntal to the extent of three (3%) percent or more for any such Lease
Year, Tenant shall, in addition to paying Landlord the deficiency, also
pay the cost of the audit, Any claim by Landlord for revision of any
Annual Statement of Gross Revenues or for additional rent, which claim is
not made to Tenant within thirty-six (36) months after the date when such
Annual Statement of Gross Revenues is mailed or delivered to Landlord,
ghall 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, fimm or
corporation, the amount of sales made by Tenant in or from the Premises
except such disclosures as wmay be absolutely rtequired (i) to its
employees or agents in the normal course of its business, (ii) to its
suditors, (iii) to bona fide lending institutions and/or purchasers, (iv)
in judicial or arbitration proceedings, or {(v) in response to a valid
subpoena.

5,05 Net lLease. The Rent payable by Tenant hereunder shall be
abaolutely net to Landlord. Except as otherwise expressly provided
herein, Tenant shall pay and discharge without abatement, set-off,
deduction or defense, all taxes, assesements, insurance premiums,
construction costs, operating and maintenance chargea 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 SIX

Taxes, Assesgments and Other Expenses

6,01 Payment by Tenant. During the Term Tenant shall pay, at
least ten {(10) days before delinquency and before any fine, interest,
penalty or other charge shall become due:

(s) All real oproperty and possessory interest taxes,
personal property texes, 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 Commencement
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
respeect 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 iwmprovements, (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 communication facilities reserved or installed
and maintained by Landlord as set forth in Section 2.02 hereof) or any
part thereof, or imposed on Landlord or Tenant (including, without
limitation, reimbursement of Landlord for any such taxes paid by
Landlord) as a result of a reduction in, or the abolition of, or
replacement of real property taxes, assessments, levies, fees, rents or
other charges levied on or assessed against the Premises as of the
Commencement Date, subject, however, to the requirement that: (a) such
replacement taxes have materially different applicability to real
property or to the owners of real property or to rental income than they
do to other kinds of property or to other kinds of income; and (b) the
amount of such replacement taxes shall be determined as if the Premises
were the only asset of landlord, and as if the rent paid hereunder were
the only income of Landlord. In addition, Tenant may take the benefit of
any law allowing assessments to be paid in installments and in such event
Tenant shall only be 1liable for such installments of assegsments 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 amny part thereof by Tenant;

(e) All other costs, charges, amounts, ligbilities, expenses
and obligations incurred or payable from time to time during the Term by
reason of, or im any manner comnected with, or arising out of (4)
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, ovnership, occupancy, operations, use, management,
maintenance, repair, restoration, reconstruction or replacement of the
Premises or any patt thereof.

- Tenant acknowledges and understands that this Ground Lease
will create in Tenant a possessory interest subject to property taxes.
Landlord will use its best efforts to cause the Premises, as of the
Commencement Date of this Ground Lease, to be assessed separately for
real estate and possessory interest tax purposes from any and all other
parcels of property owned or leased by Landlord or other parties.
Landlord represents, warrants, covenants and agrees that subject to the
provisions hereof, Tenant shall only be responsible for the payment of
those real property taxes, assessments, posseggory interest taxes and
other taxes and impositions assessed or levied sgolely against the
Premiges 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's
net income ov revenue, or a formula derived therefrom, other than taxes
levied on, assessed against or measured solely by “gross receipts"
counsisting of the Rent, subject to the provisions of Section 6.01(c}
above.

6,03 Proration of Rents, All taxes, assessments, levies, fees and
other c¢harges levied on, or assessed against, the Premises shall be
prorated and apportioned between Landlord and Tenant for the tax year in
which the Term commences and for the tax year in which the Term expires
or terminates.

6.04. Contest of Tax Levied. Tenant shall have the right to
contest the validity or amount of any tax, assessment, levy, fee or other
charge payable in whole or in part by Tenant hereunder, or to seek a
reduction in the assessed value of the Premises, or any part thereof, by
appropriate proceeding diligently c¢onducted 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, c¢laim, demand, loss, cost, liability or expense arising therefrom.
In the event Tenant undertakes any such contest, Tenant may withhold or
defer payment or pay under protest; provided, however, che 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 way become due thereonm, issued by & corporate surety acceptable to
Landlord, and a protecting Landlord and the Premises from any line,
claim, demand, loss, cost, liasbility or expense which Landlord or the
Premises might suffer or incur as a consequent ¢f 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 tesult
thereof.

ARTICLE SEVEN

Tmprovement of the Premises

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

7.02 Condition of the Premises and Right to Use., Tenant has
relied, and hereafter shall rely, entirely on its own investigation with
respect to all matters pertaining to the Premises, the physical condition
thereof, the right to vuse the Premises and governmental actions ot
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 aoil or subsoil, the cemndition
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 PFremises for any purpose under zoning,
environmental and other land use laws, codes and regulations, or any
governmental actions or approvals applicable to the condition or use of
the Premises or potentially affecting the condition or use of the
Premises. Auny representation or warranty of Landlord as to any matter
gffecting the conditions or use of the Premises, whether express or
implied, is negated and no such representation or warranty shall be
implied in fact or in law from any provision of this Ground Lease or any
other circumstance whatever., Tenant may enter the Premises before the
Commencement Date to make soil, structural engineering and such other
tests as Tenant considers necessary. Anything herein contained to the
contrary notwithstanding, if Tenant is unable to obtain building permits
for comstruction of its intended buildings and improvements within 180
days after the date of execution hereof, or if Tenant is unable to obtain
a certificate of occupancy for the operation of a home improvement center
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retail atore with an outside sales area, nursery and pick-up area, then
Tenant, at any time thereafter, may, at Tenant's optiom, terminate this
Lease by written mnotice to Landlord, provided, however, that in such
event, Landlord shall be entitlad to retain the $12,600 deposit
heretofore paid to Landlord pursuvant to that certain Invitation to Bid
for development asad operation of the Premises and submitted te Landlord
on or about October 3, 1983,

7.03  Permit Applicatious, In comnection with Tenant's application
for permit or permits to the City of Millbrae and other appropriate
sgencies pursuant to Sectiom 7.02(d}, Landlord agrees Lo cooperate and
join with Tenant in applying for such permit or permits, whersver such
action ig necessary and required by law; provided, however, that Tenant
shall indemnify and hold Landlord harmless from any costs or expenses in
connection therewith. Notwithstandinmg anything to the contrary herein,
Landloxrd 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, ineluding the dedication of open space.

7.04  Protection of Landlord Apainat Cost or Claim.

(a) Payment; Contest of Lien; Indemnity. Tenant shall pay
or causs to be paid the total cost and expense of all "works of
improvement," as that phrase is defined in Califormia Civil Code Section
3106 or any comparsble statute in effect when the work begins, undertaken
upon the Premises. Tenant shall not suffer or permit to be enforced
against the Premises, or aay part thereof, any mechanic's, materialwman'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 liem, 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
Premiges by or on behalf of Tenant, together with reasonable attorneys'
fees and all costs and expenses incurred by Landlord in negotiating,
settling, defending, or otherwise protecting against such claims.

(b) ‘Landlord's Right ta Discharge Lien. If Tenant has not
recorded the bond described in Califormia Civil Code Section 3143 or
otherwise acted to protect the Premises under any alternmative or
successor statute, and if a final judgment has been reandered against
Tenant by a court of competent jurisdiction for the foreclosure of a
wechanic's materialman’s, contractor's or subcomtractor's lien claim, and
if Tenant has failed to stay the execution of the judgmwent by lawful
meang or to pay the judgment, Landlord shall have the right, but not the
duty, to pay or otherwise discharge, stay, or prevent the execution of
any such judgment or lien; and all sums so0 paid, and/or any costs
incurred by Landlord in connection therewith, pluas interest thereon at a
rate of five percent (5%) per year above the prime rate them charged by
the Bank of America at San Francisco, California or a successor or
comparable bank, or at the maximum rate permitted by law, whichever is
lower, shall be deemed to be Additiomal 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 Llandlord, or render Landlord liable for any loss or damage
arising therefrom.

ARTICLE EIGHT

Use of Demised Premisges

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

B.02, Compliance with Laws. At its eole cost and expense Tenant
shall comply, and shall cause the Premises to comply, with the laws,
atatutes, ordinances, orders, rules, regulationes and requirements of the
federal, atate and City governments, and all appropriate departments,
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commission, boards and officers thereof, whi¢h affect the Premises, the
improvementa thereon, or any part thereof, whether ordinary or
extraordinary, including those which require the wmaking 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 Lawa. Tenant shall have the right at its sole
cost and expense to contest the validity of any law, statute, ordinance,
order, rule, regulation or requirement affecting the Premiges, the
improvements thereon, or any part thereof, by appropriate proceeding
diligently conducted in good faith; provided, however, that Tenant ghall
defend and indemnify landlaord against, and hold Landlord harmless from,
any and all liasbility, loss, cost, damage, injury or expense (including,
without limitation thereto, attorneys' fees and litigation costs) which
Landlord may sustain or suffer by reason of Temant's failure or delay in
complying with, or Temant's contest of, any such law, statute, ordinance,
order, rule, regulation or requirement. Landlord shall have the right,
but not the obligation, to contest by appropriate proceeding, at
Land}urd’a expense, any such law, statute, ordinance, rule, regulation or
requiremant.

8,04, Wo Abatement of Rent. Tenant shall not be entitled to any
abatewent, diminution, reduction or postponement of Rent as & consequence
of loss caused by any present or future laws, statutes, rules,
requirements, order, directions, ordinances or regulations of the
federal, state or city pgovernments, or of any other causes beyond the
control of Landlord, except as expressly otherwise provided herein.

ARTICLE NINE

Asgignment

9.01. Definitions. As used in this ARTICLE NINE, the following
terms shall have the following meaninge:

(a) "Assigoment™ ahall  include, without limitation thereto,
any sale, assigonment, tranefer or other dispoeition of all or any portion
of Tenmnt's eastate under this Ground Lease or of Tenant's interest in the
improvements thereen, whether voluntary or involuntary, and whether by
operation of law or otherwise. The term “"assigmment" shall also include
any transfer, or the aggregate transfer, during the Term, of the
ownership interests in Tenant as follows:

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

(2) if Tenant is a trust, the tranafer of wmore than
fifry percent (50%) of the beneficial interst of Tenant, or the
digssolution of the trust;

(3) if Tenant is & partnership or joint venture, the
vithdrawal, of the transfer of the interest, of any general partner or
joint veaturer, or the dissolution of the partnership or joint venture;

(4) if Teasnt is composed of tenants-in-common, the
transfer of the interest of any co-tenmant, or the partition or
dissolution of the co-tenancy.

{(b) "Permitted Assignment® shall mean:

(1) An Assignment to any partnership or joint venture
of which Tepant 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 managemeat of an operational respousibility for
the Premises; ov :

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

(3) An assignment to: (a) Tenant's parent corporation;
or (b) to another subsidiary of Tenant's parent corporation; or (c} to an
affiliated corporation; or (d) to a corporation under 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
(£) any corporation or entity to which Tensnt sella ov assigns all or
substantially all of its assets. The provisions of this paragraph shall
apply to any assignment by operation of law as well as to any transfer or
assignment resulting from the tranafer of the corporate stock of Tenant.

9.02, Qualified Ripght of Assipgnment. Subject to the provisions of
Secting 9.03 and 9.04, Tenant ahall have the right, without the prior
written consent of Landlord, to assign its interest in this Ground Lease
to a Permitted Assignee. Tenant ghall nor assign ita interest in this
Ground Leage to any assignee other than a Permitted Agsignee without the
prior written ¢onsent of Landlord. The consent of Landlovd shall not be
unreasonably withheld; provided, however, that, in Landlord's ressonable
judgmeni, the proposed asmignee is financially and otherwise able and
qualified to perform and discharge all of the obligations of Tenant
under, and otherwise comply with the terms, covenants, and conditiona of,
this Ground Lease.

9.03. Conditions Precedent to Agsipgnment. Any asgigoment by Tenant
of 1its interest in this Ground Lease including, without limitation
thereto, any Permitted Assignment other than en acquisition of Tenant's
estate under this Ground Lease by Mortgagee or purchaser at a foreclosure
gale pursvant to the provisions of Sectionms 11.02(3} through (7), shall
be subject to each and all of the following conditions precedent:

(a) HNotice. Tenant phall give Landlord at least ninety (90)
days written notice of the proposed assignmenr which shall include the
name, address and legal description of the proposed assignee, Tenant's
full and complete computation of excess consideration pursusnt to Section
95.03(£) and such other information as may be necessary or appropriate to
establigh to the satisfaction of Landlord that the proposed assignee is
either a Permitted Assignee or financially and otherwise able and
qualified to perform and discharge the obligations of Tenant under, and
otherwige comply with the terms, covenants and conditions of, this Ground
Lease.

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

(¢} Written Assignment. The proposed assignment sghall be in
a writing duly executed and acknowledged by Tenant and the proposed
assignee and otherwise in recordable form.

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

(e) Delivery of Executed Originzl. The proposed assignment
shall not become effective until such time as Tenant has delivered to
Landlord a duly erecuted and acknowledged original of the written
assignment.

(f) vParticipation In Excess Counsideration. As a condition
to approval of any proposed assignment pursuant to Section 9.02, fifty
percent (50%) of the “excess congideration” 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 consideration received by Tenant for
the assignment (whether paid divectly or indirectly, in cash or in kind,
in ingtallments or lump sum) exceeds (i) the amounts required to be paid
hereunder, and (ii) brokerage commissions in customary amounts incurred
in connection with the assignment., Consideration paid for improvements
to the portion of the Premises subject to an assighment shall be retained
by Tenant. Any dispute between the parties concerning computation of
excess consideration, imcluding, 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 allocatiom.

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

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

ARTICLE TEN
Subleases
10.01. Qualified Ripght to Sublease. -Subject to the provisions of

this ARTICLE TEN, Tenant may sublet all or any part of the Premises;
provided, however, that:

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

(b) Attormment. Subject to the rights of any Mortgagee
under ARTIGLE 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) VNotice. Tenant sghall, within ten (10) days after the
execution of each sublease, notify Landlord of the name and mailing
address of the sublessee and deliver to Landlord a true and correct copy
of the sublease; and

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

ARTICLE ELEVEN
Encumbrances

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

(1) The instrument of encumbrance shall apply solely to
Landlord's interest in the Premises and 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
Lease;

(3) The encumbrance shall be imposed for purposes of
securing a loan provided by an institutional lender for the purpose of
development and construction of improvements upon the portion of the
Premises to be 8o encumbered;

(4) The proceeds of the 1loan ghall 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 primcipal 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 1improvements or the cost of
construction and development thereof, whichever is the less;

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

(7) 1Interest on the unpaid principal amount of the loan
secured by the encumbrance shall not exceed three percent (3%) per annum
in excess of the "prime rate" (comstituting the rate charged by the
lendsr to its best corporate customers) charged by any major national
bank with headquarters in San Francisco, Califormia;

(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 4dre necessary to protect its interest in the
Premises;

The purpose of the foregoing shall be to provide a mechanism
for "subordination'" of Landlord's fee estate to so-called "construction'
or "interim"” loans from time to time made by institutional lenders for
purposes of comstruction 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. HNo 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
congent of Landlord, wmortgage or otherwise encumber all or a portion of
Tenant's leasehold estate in the Premises provided that (i) the Mortgage
or encumbrance shall not affect or become a lien upon Landlord's fee
estate in the Premises, and (ii) the Mortgage or encumbrance shall be
subject to each and every one of the following terms and conditions:

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

s

(2) HNotices. Tenant shall notify landlovd in writing of the
name &nd address of the holder of any such Mortgage or encumbrance and
shall forward to Landlord s copy of the instrument evidencing such
Hortgage or encumbrance within tem (10) days after it is recorded,
Landlord g¢hall mail or deliver to the Hortgagee 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 rthis Ground lease including, without limitation
thereto, notice of default or breach by Tenant hereunder;

(3) Mortpapee's Riphts to Cure. A Mortgagee or other
lienholder wmay, at its option, at any time befare the rights of Tenant
ghall have been terminated as provided in this Ground Lease, pay any of
the Rent to be paid or discharged by tenant under this Ground Lease ot
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 made or acts performed by Tenant,
Any Mortpage constituting an encumbrance on all or a portion of the
Tenant's interest in the Premises may be aso conditioned as to provide
that as between the holder thereof and Tenankt, the holder, upon curing
any default on the part of Tenant, shall thereby be subrogated to any or
21l of the rights of Tenant under this Ground Lease;

) (4) Moctgagee's Right of Possession. The holder of a
Mortgage or other encumbrance on all or a portion of Tenant's interest in
this Ground Lease who, upon default by Tenant, pays the Rent and performs
all of the other obligations of this Ground lLease 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) Mortpapee's Pogsessory Oblipations. Should the holder
of a Mortgage or other encumbrance on all or a portion of Tenant's
interest acquire all or any part of such interest in this Ground Lease by
foreclasure, assignment in lieu thereof, or as a result of any other
action or remedy provided for by the Mortgsge ar other encumbrance, or by
law, the holder thereof shall take Temant's interest subject to all of
the provisions of this Ground Lease and shall so long as, but ounly so
long as, it shall be the owner and in possesgion of the leaseholder
estate, assume personally the obligations of this Ground Lease;

(6) Limitarjon on lLandlord’s Rights. Landlord shall not
terminate this Ground Lease on account of any default or breach on the
part of Tensnt if, within sixty (80) days after service by Llandlord 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 uotified Landlord
of its existence as provided in Seection 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 puresues foreclosure or private sale pursuant to the
Mortgage or other encumbrance in the manner provided by law; and

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

(7) Foreclosure Or Sale. Foreclosure of a Mortgage or othaer
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 Hortgagee or other
lienholder through, or in lieuw of, foreclosure shall not require the
congent of Landlord or constitute & default under this Ground Lease.
Upon such foreelosure, sale or conveyance Landlord shall recognize the
Mortgagee or other lienholder, or any purchaser at a foreclosure sale, as
Tenant hersunder. In the event the Mortgagee or other lienholder becomes
the Tenant undéer this Ground Jlease, the mortgagee or other lienholder
ghall be personally liable for the obligations of Tenant under this
Ground lLeasse only so long as it remains Tenant hereunder. While the
Mortgagee or other lienholder is tha Tenant under this Ground Lease its
right to assign this Ground Lease shall be subject to the provisions of
ARTICLE NINE, In the event the Mortgagee or other lienholder
subsequently assigns its interest under this Ground Leasse after acquiring
Tenant's interest by foreclosure, or by acceptance of an assigmment in
tieu of foreclogure, and in connection with such assignment takes back a
HMortgage encumbering such interest to secure payment of the purchage
price, the Mortgage shall be subject to, and the Mortpagee shall enjoy
the rights and be entitled to enforce the terms, covenants and conditions
of, this ARTICLE ELEVEN and any other provieions of this Ground Lease
inciuded for the benefit of =z mortgagee of all or portions of Tenant 8
interest in the Premises.

(B) No_ Release of Tenant. Except as expressly otherwise
provided in this Ground Lease, no foreclosure, asgsignment or sale of
Tepant's leasehold estste, or assumption of the obligations of Tenant
under this Gtound Lease, by a Mortgagee or other 1lienholder, or
acceprance of Rent by Landlord from a Mortgagee or other lienholder,
ghall relieve, release or in any manner affect the liability of Tenant
hereunder;

(9) Request For WNotice Of Default. Imediately after a
Mortgage or other encumbrance om all or a portion of the Tenant's
interest in the Premises is rvrecorded, Tenant, at its own expense ahall
caunse to be duly recorded s request that Landlerd receive written notice
of any default andfor notice of sale under the Mortgage or other
encumbrance. In addition, Tensat 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 Premises or Tenant's interest under the Ground Lease
without the prior written consent of Landlord. Consent by Landlord to
any Mortgage or encumbrance shall not be construed as a consent by, or so
as to relieve Tenant from the obligation to obtain the expreas written
consent of, landlord to any further Mortgage or encumbrance other than a
permitted Mortgage ovr encumbrance under Section 11.02.

ARTICLE TWELVE

Waste And Ingpection

12,01, Waate and Unlawful Use. Tenant shall not wmake or suffer any
wagte or any unlawful, improper, or offensive use of the Premises.

12.02. Inspection. Landlord, its employees or sgents, shall have
the right at all recasonable times during the Term to enter the Premises
to determine wvhether Tenant's covenants herein are being fully observed
and performed provided that Landlord shall give Tenant at least -
Eorty=eight (48) hours advance notice of any such entry and no such entry
nay be made without an agent or representstive of Tenant being present at
the time of such entry.

ARTICLE THIRTEEN
Insurance
13.01. Public Liability. At all times doering the Term Tenant

shall, at Tenant' a sole cost and expense, obtain and mainteain a policy or
policies of owner's, landlord’s and tenant's comprehensive general public




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's, (ix) products, and (x) completed
operations liability, naming as insureds and separately protecting
Landlord, its officers, agents, employees and members of the Commission,
and Tenant, as their interasts may appear, against any liability to the
public, or to the occupants of the Premiseg, their sublessees, and their
respective fawily members, guests, invitees or licensees, incident to the
ovnership, maintenance, management and/or use of the Premises or any part
thereof, arising from claims for personal injury, death or property
damage occurring upon, in or about the Premises, the adjoining property
of Landlord, or any fixtures or equipment located wupon or within the
Premises, or in ovr about any streets, sidewalks and passageways located
within the Premises except to the extent caused by any dangercus
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 Dollare ($2,000,000,00) per occurrence; and for
property damage not less than Two Million Dollars ($2,000,000.00) per
occurrence. Each policyt (i) shall be issued on a comprehensive
liability basis, shall be cross-lisbility endorsed so as not to prejudice
the rights of a named insured with regpect to any action against another
named insured; (ii) mey be maintained under blanket policies; and (iii)
shall further provide for a full waiver of subrogatiom by the insurer as
to any and all claims against the named insureds and their respective
agents and employees, and of all defenses based on acts of the insureds
or the existence of co-insurance. Tenant shall pay all premiums thereon
when due, and shall, immediately upon receipt, .deliver to landlord
certificates of insurance evidencing such coverage. Not more frequently
than once every five (5) years during the Term Landlord shall have the
right to require Tenant to increase the amounts of such coversge if
Landlord, in its reasonable judgmeot, determines that an idcresse is
necessary and if the amount of the c¢overage required by Landlord is
¢congistent with the requirements generally imposed under ground leases of
similarly improved California real property.

13.02, Additional Insureds. Each of the ingurance policies
required to be obtained and maintained by Tenant pursuant to this ARTICLE
THIRTEEN shall name as additiomal 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 Tepant or a Mortgagee any right to use and/or receive insurance
proceeds other than 1in accordance with the provisions of ARTICLE
SEVENTEEN of this Ground Lease.

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

13.04. Waiver of Subrogetion. Either Landlord or Tenant may obtain
and maintain policies of insurance other than those required to be
obtained and maintained by Tenaat hereunder; provided, however that any
such policy shall. comply with the provisions applicable to ingurance
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 ageots or employees, arising from any loss, damage, liability, cost
or ‘expense to the extent it is covered by a policy of insurance
applicable to the Premises or any part thereof or the respective rights
and duties of Landlord and Tenant and/or to the extent Landlord or Tenmant
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. 1In the event either Landlord or
Tenant discovers that such a waiver is not available, it shall promptly
give the other written notice of non~availability.
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13.05 Workers' Compensation Insurance and Social Security.
Tenant enters into this Lease as an independent contractor and not a&s an
agent or employee of landlord, ae the word “employee' is defined in the
Workers' Compensation Act of the State of California. Tenant covenants
that none of its officers, apgents or ewmployees are employees of the City
of San Prancisco and further covenants to provide Workers Compensation
insurance, with employer's liability limits of not less than §1,000,000
for each accident, and such social security and unemployment compensation
" benefits as may be vequired by law, and will, upon written request,
furnish to Landlord reasonable evidence of such coverage.

ARTICLE FOURTEEN

Indemnification and Non-Liability of Landlord

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

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

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

(3) Any c¢onstruction, reconstruction, changes or
alterations or or to, or any “work or thing done in, on or about, the
Premises or any part thereof including, without limitatiom thereto, the
construction of improvements, or aanything done in conmection therewith;

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

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

In the event any action or proceeding the gubject 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 against, all legal costs and
charges including, without limitation thereto, reasonable attorneys'
fees, paid or incurred by Landlord in obtaining possession of the
Premises after default of Tenant or upon expiratiom or earlier
termination of this Ground Lease, or in enforcing any covenant or
condition herein countained, When Tenant is the prevailing party,
Landlord shall pay, and indemnify Tenant against, all legal costs and
charges including, without limitation thereto, reasonable attorney's
fees, paid ov 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 & 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 pgeneral assignment by Tenant for the benefit of its
creditors; or the admission in writing by Tenmant 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 commenced by or against Tenant under amy
insolvency or bankruptey act, or under any other statute or regulation
having as 1its purpose the protection of creditors, which 1is 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 bankruptey in such proceedings, to
terminate this Ground Lease upon ten (10) days written notice {or such
longer period as may be gpecified by applicable bankruptey law or order
of the bankruptcy court) given to Tenant and the trustee in bankruptey.
If under the applicable law, Tenant or the trustee in bankruptcy has the
right to affirm this Ground Lease and continue to perform the obligations
of Tenant hereunder, Tenant or the trustee shall, within the time period
permitted by the bankruptcy court, cure all defaults of Tenant
outstanding as of the date of the affirmance of this Ground Lease and
provide to Landlord such adequate assurances as may be necessary to
assure Landlord of the continued performance of Tenant's obligations
under this Ground Lease. Specifically, but withoiut limiting - the
generality of the foregoing, Tenant's obligations under this Ground
Lease. Specifically, but without limiting the generality of the
foregoing, Temant or the trustee in bankruptey 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 15.01(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 Temant in
this Ground Lease or the Premises to attachment, execution or other levy,
or to seizure under legal process, if not released within thirty (30)
days;

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

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

15.02. Notice and Right to Cure. 4s a precondition to pursguing any
remedy for an alleged default by Tenant [except for a default described
in Section 15,01(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 nonpaywent 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 reascnably take more than
thirty (30) days to cure, Tenant sghall commence the same within the
thirty (30) days and diligently prosecute the same to completion.

15.03.  Landlord's Remedies. If any default by Tenant shall
continue uncured for the period specified and following a notice of
default given in accordance with the provisions of Section 15.02,
Landlord shall have, in addition to any other rights and remedies
provided by law or equity, the rights and remedies provided in Section
15.04, 15,05 and 15,06.

15.04. Election to Terminate. Landlord shall have the right to
terminate this Ground Lease by written notice of termination given to
Tenant at any time after expiration of the applicable cure period. In
such event this Ground Lease and the Term hereof, as well as all of the
right, title and interegt 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 terminatiom, in the Same manner, and with
the same force and effect, es if such date were the date originally
specified herein for the expiration of the Term, Tenant shall quit and
surrender the Premises to Landlord on such date; provided, however, that
notwithstanding the surrender, Tenant shall remain liable as specifically
hereinafter provided. In the event Landlord gives Tenant notice of
termination as hereinabove provided:

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

(¢) 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 loas that
Tenant proves could have been reasonably avoided; and

(3) The worth at the time of award of the amount by
vhich 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)(1) and (c){2) above shall be computed by
allowing intereat at the lesser of five percent (5¢) per year above the
prime rate then charged by the Bank of America at San Francisco,
California, or a sguccessor 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 (1X). :

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

15.05, Refusal to Terminate. Landlord shall have the right to
refuse to terminate this Ground Lease and/or accept the surrender of the
Premises after expiration of the applicable cure peried. In such event
the obligation of Tenant ¢o pay or discharge all Rent to be paid or
digcharged 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, Llandlord's Right to Cure. If Tenaunt shall fail, rafuse or
neglect to pay the taxes, assessments or other charges levied against the
Premises or any mortgages, liens or encumbrances, the judicial sale or
which will affect the fee estate of Landlord in and to the Premises, then
after expiration of the applicable cure pericd, or before the expiration
of the cure period in the event of an emergency, Landlord shall have the
right, but not the obligation, to make any payment required to be paid or
discharged by Tenant wunder 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
pragessments {subject to the right of Tenant to contest the same and to
withhold the payment of the same pursuant to Sectiop 6.04 hereof) znd the
amount so paid, and/or any costs or expenses incurred by Landlord in
connection therewith, plus interest thereson at a rate of five percent
(5Z2) 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 puch payment, performance or compliance by Landlord shall
constitute a waiver of default, or of any right or remedy for default, by
Landlord, or vrender Landlord 1liable for any loss or dJdamage arising
therefrom.

15.07. Availability of Renedieg. The vrights and tremedies 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 Llandlord to insist upon strict
performance of any term, covenant or conditiom of this Ground Lease or to
exercise any right or remedy provided herein or by law as s consequence
of default, and no acceptance of full or partial payment of Rent during
the continuance of any default, shal coustitute a waiver of the default,
or Landlord's right to insist upon the strict performance of any such
term, covenant or condition, or Landlord's right to exercise any right or
‘remedy with respect to the default or any subsequent default.

ARTICLE SIXTEEN

Damage and Destruction

16.01. Casualty. If the improvements located on the Premises or
any part thereof are damaged or destroved due to any cauvse whether
insured or uninsuved, Tenant shall, within two (2) years thereafter,
either (i) repair, restore or replace the damaged -or - destroyed
improvements, or (ii) cause the damaged buildings to be demolished aud
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
improvementa or for purposes of razing and clearing the Premises. All
proceeds of any insurance or compensation awarded or paid by reason of
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any damage or destruction shall be the sole property of Tenant, and
Landlord hereby assigns to Tenpant 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
elsevhere 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) 1If at any time during the Term, all of the Premises is
taken or damaged for any publiec or quasi-public use under any statute, by
right of eminent domain, or by private purchase in lieu of eminent domain
domain, or by private purchase in lieu of eminent domain, then this
Ground Lease shall terminate. All Rent to be paid and discharged by
Tenant under this Ground Lease shall be prorated as of the date title
vests in the condemnor.

(b) 1f, after the execution of this Lease and prior to the
expiration of the term hereof, any public or private authority shall,
under the power of eminent domain, make a taking, or Landlord shall
convey to said authority in lieu of such taking, and if as a result of
such taking or sale in lieu of such taking:

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

(ii) there remains insufficient parking or common area to
permit free vehicular and pedestrian access between the Premises and the
adjacent opublic 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
gufficient 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 mot less than thirty (30)
nor more than ninety (90) days after the date of Tenant's notice to
Landlord of its election to terminate this Lease, and Annual Rent and
other charges payable by Tenant to Landlord hereunder shall be
apportioned between Landlord and Tenant as of the date of termination of
this Lease.

17.02 Award. The award in condemnation or sales proceeds, less
all expenses incurred in connection with the eminent domain proceedings
or private sale in lieu of eminent domain, shall be paid to Landlord, as
trustee, for the account of Llandlord 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 ghall be entitled to the then fair market value,
immediately 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) The remainder of gaid award or awards including, but not
limited to, any award for the value of Tenant's leasehold estate, all
buildings, improvements and gsite improvements, trade fixtures aud
equipment, shall be paid to Tenant.

17.03, Partisl Condemnation. If at any time during the Term, a
portion of the Premises is condemned, and this CGround Lease shall not be
terminated pursuant to the provisions of Section 17.01, this Ground Lease
shall terminate as to the portion taken, and all Annual Rent to be paid
or discharged by Tenant under this Ground Leasa after the date title
vests in the condemnor shall be reduced in the proportion which the
surface area of the land condemned bears to the total surface area of the
land constituting the Premises immedistely prior to the condemnation.
The award for partial condemnation applicable to that portion of the
Premises shall be paid te landlord, as trustee, for the Account of
Landlord and Tenant and/or any Mortgagee of Tenant, as their respective
interests may appear. Landlord shall apportion the proceeds between
Landlord on the one hand, and Tenant or Tenant's Mortgagee on the other
hand, pursuant to the provisions of Section 17.02; provided, however,
that landlord's portionm of the award for partial condemnation shall be
determined with respect to the condemned portion of the Premises, only.
In such event, Tenant shall restore the Premises and the improvements
located thereon z2s nearly as possible to the condition immediately prior
to the condemnation.

ARTICLE EIGHTEEN

Surrender of the Premises

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

ARTICLE NINETEEN

Sale Or Tranafer of Premises

19,01, Effect On lease. Landlord shall promptly notify Tenant in
writing of any sale or transfer of the Premises or any assignment of the
Landlord's interest in this Lease, giving the name and address of the
assignee or new owner, as the case may be, and imstructions regarding the
payment of rent. In the event of any transfer or asesignment of the
Landlord’s interest in this Lease or any change in, or transfer of, title
in and to the Premises or any part thereof, whether voluntary or
involuntary, or by act of Landlord or by operation of law, Tenant shall
be under no obligation to pay rents or other charges payable by Tenamnt to
Landlord hereunder, thereafter accruing, until Tenant shall have been
notified in writing of such transfer, assigmment or change in title and
given satisfactory proof thereof, and the withholding of rents or other
charges payable by Tenant to Landlord hereunder, in the wmeantime ahall
not be deemed a default upon the part of the Temant. If Landlord sells
or transfers all or any portion of its estate in the Premises, on
consummaticn of the ssle or tranefer Landlerd shall be released from any
liability thereafter sccruing under this Ground Lease. Any successor in
interest to landlurd shall take Landlord's estate in the Premises subject
to each and every one of the conditions set forth in Section 11.01 of
this Ground Lease. Landlord may transfer the balance of the Security
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Deposit and prepaid Rent, if any, then held by Landlord to its successor
and, on such transfer, Landlord shall be discharged from any further
liability with respect thereto.

ARTICLE TWENTY

Migcellaneous

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: General Manager and Chief Engineer
San Francisco Water Department
425 Magon Street
San Franciseo, California 94101

TO TENANT: ¢/a Orchard Supply Hardware
1555 S. Seventh St.
San Jose, California 95112
Att: Director of Real Estate

With a copy to:

W. R. Grace & Co.

1114 Avenue of the Americas

New York, New York 10036

Att: Senior Vice President, Real Estate -

Retail Group

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

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

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

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

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

20.06. Number and Gender. Whenever the context requires, the
singular number shall include the plural, the plural the singular, and
the use of any gender ehall include all genders.

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

20.08. Succegsors. Subject to the provisions of this Ground Lease
on assignment, each and all of the terms, covenants and conditions of
this Ground Lease shall be binding on and inure to the benefit of the
heirs, Bsuccessors, 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 commission in connection with this Ground Leage; 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 conmission arising out of its coatacts with any third person in

connection with this Ground Lease.

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

20,11. No Conflict of Interest, Landlord shall not, and shall not
be required to, pay any money or provide any other consideration of any
kind whatsoever or employ, contract with or sublease to or with any
person or entity if such payment of wmoney or provision of other
consideration would violate or have a reasonable likelihood of violating
any law, ostatute, 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 couflict of
interest or if such payment or provision of consideration is to an entity
which has discretionary suthority 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 lLease.

20.12. Waiver of Future Ripght to Acguire 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 1in order to induce
Landlord, to enter inte 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 Premiges 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: Description of Ingress & Egress Easement
EXHIBIT A-3: Survey

EXHIBIT B: Parking Facilities and Miscellaneous Site Work
EXHIBIT C: 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
Premiges without hindrance or molestation from Landlord or any other
persons lawfully claiming by, through or under Landlord.

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

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

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

APPROVED AS TO FORM: . "Landlord"

GEORGE AGROST CITY AND UNTY OF SAN FRANCISCO
City Attorney By Pub ildties Commission

By Q ‘é@‘m“ Z%Qﬂ{ By
MecMORRIS M. DOW RUDOLF NOTHENBERG
Utilities General Counsel General Manager of Publie
Utilities

Authorized by Public
Utilities Commiﬁgion

Resoluti No. -0 1/23

Adopted

Attest:
Romaine §5. Boldridge
Secretary
"Tenant "
GRACE RETAIL CORPORATION
(SEAL)
Attest:
By }wwaw /<?Z o vy Dl S o
Assistant Secretary Edward H. Tutun
President //
LEEAL, ‘
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EXHIBIT A-1

DESCRIPTION OF PREMISES

A1l of that real property situate in the City of Millbrae, Caunty of San
Mateo, State of California, described as follows:

Beginning at a point distant North 39°14" West, 50.08 feet from the
intergection of the boundary line between the C.M.P. Coleman 175.20 acre
tract and the Custodio Silva 168 acre tract and said point being distant
South 53%46' West, 51.63 feet from the westerly line of the lands of
Southern Pacific Railroad Company. Thence North 39°14' West a distance
of 255.56 feet; Thence South 53°46" West a distance of 292.25 feet;
Thence Norkh 34°52'55" West a distance of 75,02 feet; Thence South 53°46'
West 428.24 feet, more oy lesa, to the northerly line of El Camino Real;
Thence slong said northerly linme 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, NWorth 53°46' East a distance of 670,00 feet, more ov less to the
POINT OF BEGINNING, ’

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

DESCRIPTION OF INGRESS & EGRESS EASEMENT

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

Commencing at the northwest corner of the Lands of the City and County of

San Francisco leased to Orchard Supply Hardware in the City of Millbrae,
County of San Mateo, State of California and proceeding along the northerly
line of said lands North 53°46' East a distance of 79 feet to the TRUE POINT
OF BEGINNING: thence continuing along said northerly line Korth 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 33°46' West, through a central angle of 90° for p distance of 6.28 feet;
thence North 36°14' West a distance of 9.46 feet; thence along 2 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 centra}l angle of 6°59746",

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 Worth 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 feat, 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 a8 curve to the right with a radius of 18.0 feet, from a radial .
bearing of South 73715'36'" East, through a central angle of 23°01'43" for a
distance of 7.23 feet; thence North 39°46'07" East a distance of 10.77 feet;
thence along a curve to the right with a radius of 43.00 feet, through a central
angle of 45°10'01", for a distance of 33.90 feet; thence North 84°56'08" East
a distance of 31.45 feet; thence along a curve to the right with a radius of
38.0 feet through a central angle of 58°49'52" for a distance of 39.02 feet;
thence South 36°14' East, a distance of 9.0 feet; thence along a curve to the
right with a radius of 4 feet through a central angle of 90°, for a distance
of 6.28 feer; 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

CTITY AND COUNTY OF GAN FRANCIECO

RESOLUTION Nuaa‘-ﬁd’ 83

HUEREAB, the San Francigsco dater Department owns
approximately 4,752 acres of land at 950 El Camino Real in
“illbrae, Californta.'uhicn i3 exceds to the Watat Department's .
prasaﬁt neads, and

WHERRAS, purauant to the terms and conditions of Commisaion
Rasolution Ho. 82-~310, adopted July 27, 1982, the Water
Dapartment published an invitation for sealed bids for the
pucrpose of awatding a ground lease of said premises for thirty
{30} yeare for commercial wse and on other terms and conditlons
provided for in the proposed lease; and

WHEREAS, sealed bids were regeived by the Water Depalcment

from Orchard Supply Hardware, Lucky Stores, Inc., and KTW/C&H,

"which bids included the following minimum annual lease rentalss

Orchard Supply Hardware $150,000 T
Lucky Stores, Inc. $144,000
ETH/Cel $136,000 -5

and -

WHERBAS, the values of the thgee bids and the 1
qualificationg of all three bidders have been consldered by
Commission in order to determine the successful bidder; now,
therefore, be it '

RESQLVED, that this Commission hereby awards to Otcﬁard
Supply Hardwars, as the highest, responsible, qualified bidder, a
ground lease for commercial use of approximately 4.752 acres of
land at 950 Bl Camino Real, Millbrae, California, coples of which

lease are on file with the Water Department, for the term of
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PUBLIC UTILITIES COMMISSION

CITY AND CQUNTY OF BAN FRANCISCO

RESOLUTION No...

thirty (30} years and at the minimum rent and overage and on the

other terms and conditlons contalned in said lease, subject to

conflemation by the City‘*s Beard ofASuperviao:a: and be it

PURTHER BBSOLVED, that City's Board of Bupervisors be

tequestad to approve, by ordinance, award of said ground lease;
and be it !

FURTHER RESOLVED, that upon approval by tha Board of
Supervieors, the General Manager of Public Utilities is hexeby

authorized and directed to execute said lease,

2083C

1 hereby certify that the foregoing resvlution was adopted by the Public Utilities Commission

" at its mesting of NUVEMBER 8 1983

./ M

Secmmy, Public Unlmc: Commission




EXHIBIT C

EXCEPTIONS TO TITLE

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

24 General and Special Taxes for the fiscal year 1982-83,
First Installment $34.95 PAID
Second Installment $34.95
Code Area 1l4-1 AP, £093 220 01

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

Affects the Northeasterly 6 feat,

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

[ UNDERGROUND CONSTRUCTION AGREEMENT by and

Between i Pacific Telephone and Telegraph Company, a corporation
and : The Lowrie Paving Company, Inc.

Dated : October 25, 1957

Recorded ¢ October 30, 1957

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

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




EXHIBIT D

PERCENTAGE RENT SCHEDULE

Tenant agrees to pay to Landlord as "Percentage Rental," an
amount equal to one and one~quarter (1-1/4%) percent of Gross Revenues
(as hereinafter defined) made in, on or from the Premises during each
" Lease Year in excess of the First Gross Sales Base up to an amount equal
to the Second Gross Sales Base; one (1%) percent of Gross Revenues made,
in, on or from the Premises during each Lease Year in excess of the
Second Gross Sales Base up to an amount equal to the Third Gross Sales
Bage; and one half (1/ZX) percent of Gross Revenues made, in on or from
the Premises during each Lease Year in excess of the Third Gross Sales
Base. For purposes hereof, the term "First Gross Sales Base" for each
Leage 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" Ffor each lLease 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 as Percentage Rental hereunder an amount
equal to one and one-quarter (1-1/4%¥) percent of Gross Revenues
made in, on or from the Premises during such Lease Year 1in
excess of $12,000,000 up to $17,000,000 of such Gross Revenues;
one (12) percent of Gross Revenues made in, on or from the
Premises during such Lease Year in excess of $17,000,000 up to
$22,000,000 of such Gross Revenues; and one-half (1/2%{) percent
of Gross Revenues made in, on or from the Premises during such
Lease Year in excess of $22,000,000,

For the purpose of determining the Percentage Rental to be paid
hereunder, "Gross Revenues" shall mean the total receipts from all
merchandise and services gold or rendered in the Premises by Tenant,
whether at retail or wvholesale, 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 returnmed by any customer (to
the extent that the selling price of any such returned goods has been
included in Gross Revenues) and less that part of the sales price of
merchandige which is paid for by the trading in of other merchandise of
the customer (although the proceeds from the subsequent sale of such
trade~in merchandise shall be included in Gross Revenues hereunder) and
further expressly excluding the following:

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

2. All sums representing so-called sales taxesg 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 assessed against Tenant for any Federal, State, Municipal
or local authority based on sales of specific merchandise sold on or
from the Premises, whether or not the amount thereof is passed on
to, or collected by, Tenant from any purchaser thereof;

_[.1_



3. The tramsfer of merchandise by Tenant, or a subsidiary of Tenant,
from the Premises to another atore or a place of business owned or

operated by Tenant, or a subsidiary of Tenant shall not constitute a
sale;

4. Proceeds from the sale of gift certificates or like vouchers,
provided, however, that when any such certificates or vouchers are
redeemed for merchandise at the Premises (whether said certificates
‘or vouchere were initially sold by Tenant at the Premises or by
Tenant at another location), then the retail price of the goods
allocable to such vedemption shall be included in Gross Revenues;

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

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

7. Charges for labor performed by independent contractors outgide of’
the Premiges and arranged by Tenant's ‘'Home Improvement" and
"Decorations' Department, but including the receipts from the nale of
wmerchandise from the Premises in connection therewith.
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EXRIBIT &

SHORT FORM GROUND LEASE

HNE: gz
3/7/83

Recording Requested By
and When Recorded Return To:

T W  E wDy e wn Wk VR AR ew R G GO WY N o MO G W GR MO WD G GO W W

250 EL CAMINO REAL
MILLBRAE, CALIFORNIA

SHORT FORM QF -
GROUND LEASE

This GROUND LEASE is made this day of

. 1983, by and between the CITY AND COUNTY

OF SAN FRANCISCO, a muni¢ipal corperation, acting through
its Public Utilities Commission (the “Commission®} ("Land-
lord®}), and

{“Tenant®).

RECITALS:

Thie Ground Lease iz made and enterad on the basis
of the following facts, underatandinges and intentions of the
parties:

A. tLandlord is the owner of all that certain real

propazty ("the Premises®)} situated in the city of Hillbrae,
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county of San Hateo, State of California, particularly
described in Exhibit A ho;eto.
B. Tenant desires to hire the Premises ftoh

Landlord in "ew i8” condition and to have the right to eract
nev improvements thereon.

e. Landlord is willing to leease the Premises to

Tenant and te grant Tenant the right to erect thereson new
improvements [subject to, and in accordance with, all applice
able laws and regulations and the provisions of thie Ground
Lease, }; provided thet Tenant at ite own ctost and expense
remove, relocats er reconstruct om adjacent real property of
Lendlord certain parking facilities located on the Premisees,
{dafinad in section 2.07 belovw), all im accordance with
written plans and lpacitiéutionn of Landlord and in a manner
satiefactory te Laﬁdlotd.

B. Tenant is willing to remove, relocats or
reconstruct on adjacent real p:oporﬁ} of Landlord said
plikinq facilities and improvements a®s required by Landlerd
pursuant to Sectiom 2,07 below.

H¥OW, THEREFORE, im consideration of the mutual
covenante and promiges herein contained, Landlord leases
toe Tenant and Tenant hires freoa pandlozd the Premiees upon
the terme end conditions set forth in that certain Ground
Lease bearing even date herewith all of which is incorpo-

rated herain by reference, for a tarm of forty (40) years
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from the Commencement Date of

s, Wwith

Tenant having the right to extend tha Term for an additional

period of ¢en {10) yesars subject to all the terms, covenants

and conditions contained in the Cround Leese.

IN WITHNESS WHEREQF, the parties harato have exg-

cuted thie Short Form of Ground fease the day and year firse

above written.

APPROVED AS TOQ FORM:

' GEORGE AGNOST
ity Attorney

By
HMeMORRIS B, DOW
gtilities Ganersl Counssl

“Landloxrd® -

CITY AND COUNTY OF SAN FRANCISCO
BY Public Utilities Commission

By

RUDCLF NOTHENBERG
Ceneral Hanager of Public Utilities

Authorized by Public “Tenant®
Utilities Commimsion
Regolution MHo.
a
Adopted
Attest: By
fomaine S. Boldridge ite

Sacretary
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EXRIBIT F

NON-DISCRIMINATIOE PROVISIONS

CAPTER 13C F TIE 548 YRANCISCO ADMESISTRATIVE D8

AKENDIRG THE SAN PRANCISCO ADXIRISTRATIVE COOE 2Y ADDING CRAPTER 1IC THERETO, PRO~
AIBLTING DISCRIMINATION IN BXAL PROFERTT CONTRACTS O3 THE GROUHD OR NXCAUSE OF RACE,
COLDA, CREED, MATIONAL ORIGIM, ASCESTEY, AGE, SZX, SEXUAl ORTENTATION On DISABILITY.

Sa 1 prdeined by tha FPasple of The City apd County &f San Frauciacss

Section 1, Chapter IC ix sdded Ko tbe San Fraacfsca ddsinlstrstive Code o reud
2o fotlows:

CHaPYER L2C

HONDISCEIMIMATION 1IN PROPERTY COMIRACTS

SEE. 12C.1. al} Propercy Cootracts to Iuclude Mondiserininotion Provislosa.

A1l contrsctiag sgencles of the Ciey nod County of Sen Frascisco, ar eny deperc—
pent theresl, sctisg for or as behalf of cha Cley snd County, shell loclude {n il
coatracce, franchiszs, luesce, tana or other &g ts involving the leads,
tental, or othsr use of real property and improvemsents therson of ths Civy aod Cousty of
San Francisco, (or s perfod exceeding twenty-nins (29) days in amy coleosar yesr, whether
by slaguler of cusulstive iosirusst, a provision obligating tha contracter, tranchiees,
lusore; copcrepiannire, or athel pavty of mald igrecmaag wol to dimcrininats oo the
groved or becsuse of Tace, color, creed, matlons} arigid, ancewtry, age, BoX, sexual
earlentation or disebllicy sgafnst any person sreking sccommodaticas, wdvantsgss, foci-
Micics, privileges, sarvices, or membarship 1o 411 busjoass, social, or crbar establish-
Bents or organikstions, opsrating from or makiag use of watd real property, and shell
vequire such coairactor, fraochlase, lessem, ar coocrasicnsire to 16cluds a aimtler
proviefon in i} subcootracts, sub. 2, of other wubordinate agreessuca for & period
enceading twanky-uine (20} days Ia suy calendar yeor, vhethst by singular or cumulative
tastruseac, let, svarded, negotlared ar entexed into Chersunder.

Sec. 12c.2. Befinitiony.

An used io thio thapter the toym:

“Tage" for the purpanc of msubership refers to aud shall include soy parson who hae
stiained che age of sightnsn {18} ywers, emcapc for boua fide senlof citifrd ovgabird-
tiove.

*Contract” shall mean and ioclude op sgTeenant ta operste (roo ar maks vee of real
groperty of tha City spd County of San freocisco 18 Khe opexation ol 2 busipses, sociel,
or bther estadlisharol or orgaaisetion,

Caniractar” weens any perscm of parsons, fire, partnarehip, corporetien, or combi~
netion therenf, who snters Into 4 cONEIBCE L0 OpErpLa {row oF aske use of veal propacey
of tha City mnd Tousty of Saa Francisse in the cparotias of o businaps, socisl, or other
sorablichesns or orgenizacian.

"Subconrrpct” ahal} mren ond include an agreenent ar contract under or subsrdinste
to @ prime contrsct, franchies, leass, o toncesslon co operste from oy meke uaw of resl
propescy of the City end County of San Francloco 1a che operation of s buslaess, socisl
or other matsdlistmant or orgsniestion, -

“fogressios™ incladse a grane sf iand or other propercy by or oo beholf af the City
and Couoty of Ssn Freoclesop e @ peTson fer the purpass or use epaciiied in sedd grenz,

“toncezeloarire”™ shall mean and ioclods o person who 12 tha grestse of bensficisry
of B concasmion sn batain defiowd.

“Franchisa” ahall sesu sxd toclude @ righl ov privilage conferced by grent £rom che
Cicy aod County ol San Framcisco, ot soy copliecting agmesy theswot, and vested in and
suthovialog A peyzoa Lo conduct such business, socisl, or ofber activity as is wpncsfied
in Baid grant.

“Yranchises™ sholl oean sud doclude @ parsos wvho te the greuces or benafizisty of &
fraochise se harsio defioed.

“isarrument™ ahakl mesn aod foclude a cootract, fronchiss, lzzse, concescicn or exhar
agrecmant 1o opdraxy froa or maks use ot vesl praperty of rhe City aad Councy of San
Fruncisco to ha speratloo of & buslness, socisl oF othar ssreblisheant or organtieation.

“Lanee™ ohell meen snd forluda a contract by which tha City aod County of San .
Franat . ©f sny ODL {og sgmuzy thaves{, gTunts to ¢ parson the Lexporsry poescagion
a0é use gf praperty, fof tvemssrd, end the ilstter agrees Lo Faruym The oEwme 1o The fermaup
#t o future tima.

eses” pball mzan Bnd Inclode o perscs oF Cenanz taklng pousmseion of real propsety
woday o lesus sp beruin provided.

“sublesge’” shall pesn ond tacivde a lesse by wvhich a Jessen ar tenent geaais
or Yuts 1t anctber persca patt o all of the leseed resl propucty (or o shocter term
ané usder which sald lesses OF teunl fulelss mome right or tuCerasf sodes the
‘ariginal lease.

"2eal Property” shsll mean aod Juclude lsod ip which the Clty and County of
San Franziseo holde & Jegal intzreat and Ispravesents to peld resl proparty.

"Sex” ghall sesn the chavscrer of belug mals or feasls.

“Sexual Orizntetlion™ shall meas the choics of bumse adult seryus! partoer sccovding
to gendes,

"Divability” ta & phyaiczl or oentsl iepeirmest which dess Do meke tha person
tacapadle of meking wge of che sccommodations, sdvapcapen, Lscilirles, privileges,
ver¥icas ar mesbershlp in busineas, soctel of othe¥ aatsdljolmants or orgenitstisos
wilh & veamonebls accommodefiso to hia or bar disabilicy, end doer mot mahe the pareon
incepsbls of naking such uses fn o manmar which would not endanger his or her haelth and
safety of the heslih gnd satery of others.

“Tensat” ghall meam the pereon ot persode, 2iwre, partamership, corporstion or cosbi-
vation therea! who eorer inte a costfact, f: 1 Jease, or other Rifae—
m2ot fowsiviog tha leene, restal or cthar uss of real property and imprewemsnts thareon
of the City sod Comnty ef Ban Prancisco.

BIC. 12C. 1, ¥oudizctiminatios Provistons af Froparty Contracse,

fvery contrset, franchise, lezes, concsurico oY other sgresmsnt sntared inte by spy
agoncy of ths City aod Cousty of Baa ot sny theroof, {ovolving
the luase, sentsl, ox other ues of xesl property sod imgravements thirean of the Ctry
and County of Kao Frencisce foxr s paricd sxcseding tweanty-mine (2%) days In say calgndar
ytstr, wvhether by ologulsar or commlative 1 ahall 16 ths provisiens
following, which nhall be hovem s the posdiscrimicstiom prewietons of such preperty
contract.

In the petfarmence of this coatract, the EeRent egrees me folluwve:

{2} The tencat or subrepant will pot dfecriminefe 2gsinst any parecs saakisg zccimms~
dstione, advsatages, fecilities, privileges, servicss, of mandarabip fm tha baninasp,
social or other estsblishsent or orgenfitation oparatad by tha teaadt or subtenant so the
vasl property of the {ity and Lounty of Ban Prancisco, on the ground or bacsuse of race,
coloy, creed, national origin, ascestry, age, sz, seazxusl erisotatfos, of disedility.

(3} Shonld rhe tenant or subrenant operstes ok & pemborship vrgenisatioun, tbe teoant
will permit acceer to his easbarship rwcords, rules, rojulations smd otber gertinent
dste, By the avarding autbority, or tha Ssn Francisco Bumsn Kights Commissios, for the
purposs of $nveatigating to sacertain tomplfance with tba nondiscvimination proviefpns
of this contract, and ¢n Taquasg provide avidence that bas or will comply with the non-
éipcriminacion pravisions of this contract.

(¢} That tensot pr eubteoent ahsll be daemed to bhavs breschod the nocdiscriminascios
provisions of this contract upoa:

{1} & finding by the Director of tha Ban Preucisco Mumen Righta Commissisa or
such other offictal who say ba designatsd By the Ruman Righta Commfesicn, that
venant hae wilfully violsted such sondiscrimiuarion provislons,

{2} Upon such ¢inding by the Director of thr Human Righta Commipetun, or other
offfoial designseed by the Buman &ights Commissins, the svardlog suthoricy shall
vot(fy tesaat, or subtrasut that usless he demonsizatas to the pattefection of the
Dirsctor of tha Sen Prancieco thumas Riphts Losmisslas or ether offficis) designeced
By the Humsn Righte Cosanlesion within such vessomsbly perind se the Suman Righrs
Coumlaxlon ghall detaTmine, that tha vicluation hss been forreceed, sceian will bhe
taker a8 pst farth fn subparugreph {d4).

{3) The Humao Righte Commigaion shall, wizhis trm days of the dete of fsdusnce
of apy fisdsog by ths Direckox of the Buman Righta Coemigeios of atber offscial
dasiyg 4 by the Commissficn in the eaf of thie chayter, meil to &5y person
or parsons af ed by tsid fioding, ¢ copy of safd findfagy, Sogethsr with writtsn
eotica of b1/ Tight to appeal. Horice of appeal sust be flled in writing wizh chs
Chairmas oftha Comaission withia 20 daye of the dsce of maillag sptd copy apd norics.

{4} For puzposes of eppesld proceediogs urdar ebia pectloa, 3 quorun shall cose
s1st of eight membhero of tha Cozmission. 7The vere af tha majoriey of the full
Comyfasfon whall bBe necumancy zo zftirw, revexse oc wodily such deciatons. stder of
othef ection rendeved harassdas. Should » eewber af 1he Hnmmn fghts Comdiseion be
deafgnated under Sectias 1282 {c) (I} of tbis contracr, that comsiseismsr way oot
pariicipesas 10 on appesl under thia secilon exkept 22 @ witpasmy.
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(3) Ths prestdiag offtces of tbe Commiseica shsi) have the powes to aduingstar
onchs to witnesees in appeals before the Commiseloo undar this eection. In the
equant that any person shall feil o¢ refuse Co sppesr av & witoess {n a&ny such pro-
ceeding after being tequesled to do 29, aud A{ iz shall eppesr Lo the Cosmisslon
that hle teatimouy, or books, cocorde, docuwsmnta or other ¢hinge umder his comtrol
are asteris} snd relevanz 09 cvidence fn the matter under corsideratlen By the
Commissica In the proceeding, the preaiding officer of the Comaission may subporns
such persson, teqouiring his presence st the proceeding eod reguiring him te bring
och books, records, documente or other chinge under ole conttol.

{6} 811 sppeale to the Rusan Rights Commisstoo shall de apen ta public
inspeciion. Upen reeching ¢ decision fn any sppesl, the Cosmtpsion shall give
writtea notice theresf Lo the Director of the Human Righte Commajeston, af other
official designeced by the Buman Rights Coumlenion, and the sppelisnt oz sppellente.
The dzcielon of tha Commission shall be final unless within 15 daye of the filing
eod sarvice of written wotice thereof spproprinte legal procaediogm are [iled in
6 court of competest jurisdiction by amy porty to thie centrasct,

{7} 1f any teasnt or subtecent under soutract to the City and Couwnty of
San Prancteco shell fall to sppesr ot =n appesl procxeding of cba Commiesion ufter
haviog bwen given written norlce to sppear, such faflure tc appes ahall be grounds
for cancellation of the contract ar subcontrect mod euch tenant or eublensnt shali
ba deemad to have fotfatted all vightn, benefits sod privilages thoveunder.

{8) The Husan Bighta Commission of Sen Frsoclace shall promulgste rules and
tapulaticne for the implemnatatioa of the pondlscrimivaticn provisions of thie
contrace, and such rules oud vegulstionas shall, 2o far as practicable, be pimtler i
to those adopted 15 applitable federsl ezecutive orders.

{d) A breach of the oondlecriminacion provisione in the parformance of thiy comtract
shall be deemed by the City and County of 3ea Prancisco to be & esterfal dresch of con-
tract and baete for determination by the officer, bosrd or ding suthority \
ble for the awarding or lexting of soch toatract that the tenani or subtones? fe an
f{zresponsibla tensut, lesses, frenchisee OF concesnionaire ss to oll furure contrscca
for the use of real property. Such per {ire or corporation mhall wvog, {or a perfod
of two (2) yeare theresfter, or until hmu eatablieh and cerry out & progrs® ic con—
Iormity wich the sondiscriminstion provislons of thie coatract, be allowed to 2ct se &
teasnt of sudtemant under any coatract iovelving the leaes, rentsl or other use of veal
propeety sod isprovesencd thareon, of the City and County of Sen Framcteco.

(e) Mothlag contained fo this coutract shell ba conetrued in any asnner #o sz to
preveot the City end County of San Praacisco frem pursulng sny other remedies thal wmay
be avetlable st law,

SrC. 13C.4. Buman hts Commisgfon red.

The Sgn Frencleco Human Rigbts Commdeolon, {te presiding offfcer snd 1ts diractor
ore hereby granted the pover to do ell scte snd azeccies sli powerd rafecred to in
Saction 12C.2 hareo?.

SEC., 12,8, Fuoding.
Ths Bosrd of Scpervisorxs shall sppropriste such funde from the gapazsl fund of the

City and County of Ban Frsocisco, subject o budgetary end fiecal provietons of the
charter. or it oty decu 7 for of this ordl .

3EC. 17C.5, Zaversdility.

I soy clause, pentsocs, peragraph o7 part of thie title of the application there-
of to any parson or circumstancta shall, for eny remson, be edjudged by e court of
compatent jurisdictiom tn be favalld, such jurisdiction shall por affect, impair ar
invaltdete the remainder of this chepter.

Tinal Passage-Tadruscy 28, 1977
Approved by Msyor-Msren 11, 1977
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FIL‘EINO _éf'«'ff/“"\sw ORDINANCE NO. /3"3‘3%

(Ground Lease)
APPROVING AWARD OF GROUND LEASE BY PUBLIC UTILITIES COMMISSION

" 'FOR A TERM OF MORE THAN TEN YEARS. .

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

Franciscos

Section 1. Award by the Public Utilities Commission on
Grace Retail Corporation

November 8, 1983, to DLAMAIA/AMEDLY /AAEEMALE), 2 Delaware

corporation, as the highest, qualified bidder, of a‘ground lease
of~4'757 acres of»Water Depa:tﬁent land in Millbraé, California,
for a term in excess of ten years and having anticipated cevenue
to the City and County of San Francisco of $1 million or more, is

' hereby approved,

APPROVED AS TO EORM: RECOMMENDED:

GEORGE AGNOST, City Attorney PUBLIGW UL ITLIES COMMISSION
TR

( a7 -‘

By | CQA/W Qi/ﬂﬂnf‘ By %
Utilities General Counsel General Manager of Public
' : Utilities

3116C, st

amended in Cmte. 4/11/84.




= 3
Passed for Second Reading : ' Read Second Time and Finally Passed '
Board of Supervisors, San Francisco Bryﬁl gf fwgviaors, San Francisco
...................... RPRIG 184 L
B B
Ayes: Supervisors ~ Hongista, Kennedy, Ayes: Bupervisors - » Hongisto, Kennedy,

Kopp, Maher, Molinari, Nelder, Renne, Silver, Kopp, Maher, Molinari, Nelder, Renne, Silver, .
: dﬂ&m Ward, L o

JALKER s7-Werem

' N '.1‘ .

. S -

Absent: Supervisors. .. .. ‘BRHTL . WARD-:E ......... C et RPN PP REREE

I hereby certify that the foregoing ordinance was -

finally passed by the Boord of Supervisors of the
ity and County of 8

...........................................

..........................

Approved’
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PUBLIC UTILITIES COMPMISSION

CITY AND COUNTY OF BAN FRANCIBCO

RESOLUTION Na83;3‘133

WHERRAS, the 3an Prancisco Water Department owns
approximately 4.752 acres of land at 950 Bl Camino Real in
#illbrae, California, which is excess to tne Water Department's
present needs, and

WHEREAS, pursuant to the terms and conditions of Commisaion
Ragolution No. 82-310, adopted July 27, 1382, the Water
Department published an invitation for sealed bids for the
putpose of awarding a ground lease of said premises fbr thirty
{30) years for commercial use and on other terms and conditions
provided for in the proposad lease; and

WHERBAB, sealed bids were reoeived‘by the Water Department
Exom Orchard Supply ﬂardw&ze. Lucky Stoces, Inc., and KTW/C&H,

"which bids included the following minimum annual lease rentals:

Occhard Supply Hardware

$150,000- \
Lucky Stoces, Inc. " $144,000
| KTW/Cell $136,000

and h

WHERBAS, the values of the three bids and the i
qualificatione of all three bidders have been considered by
Commiseion {n order to determine the successful biddar; now,
therafore, be it

RESOLVED, that this Commisyion hereby awards to Otchacd
Supply Hardware, as the highest, responsible, qualified pidder, a
ground lease for commercial use of approximately 4.75% acres of
land at %50 Bl Camino Reml, Millbraam, Califoenia, coples of which

leage are on file witn the Water Department, gor the term of
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PUBLIC UTILITIES COMMISSION

CITY AND COUNTY OF BAN FRANGISCO

RESOLUTION Noo e

thicty (30} years amd at the minimum rent and overagqe and on the
other terme and conditions contained in said lease, subject to
confirmation by the éity'a Board of Supervisors; and be it
PURTHER RBSOLVED, that City's Board of Supetvisors be
zequéstad to approve, by ordinance, award of said ground leasae;
and be it |
FURTHER RESOLVED, that upon approval by the Board of

Supervisors, the General Manager of Publlc Utilities is hereby

authorized and directed to execute said lease.

2083C

{ hereby ceriify that the foregoing resolution was adopted by the Public Utilities Commission

at its mesting of NOVEMBER Wil 8 1983 VA I

Lillhdys

Secretary, Public Utilities Commission A
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FILE &o éff'f.f/“d* ORDINANCE . NO. /5‘“'?’3'%

(Ground Lease)

3

APPROVING AWARD OF GROUND LEASE BY PUBLIC UTILITIES COMMISSION

FOR A TERM OF MORE THAN TEN YEARS.

Be it ordained by the People cf the City and County of San ‘
Francisco:
Section 1., Award by the Public Utilities Commission on

Grace Retail Corporat
November 8, 1983, tg @fwafd//qtinbbﬂﬂ/métt,waté/. a Delaware

corporation, as the highest, qualified bidder, of a ground lease
of 4.757 acres of Water Department land in Millbraé, California,
for a term in excess of ten years and having anticipated revenue
ko the City and County of San Francisco of $1 million or wmore, is

hereby approved.

APPROVED AS TO FORM: RECOMMEMDED:
GEQRGE AGNOST, City Attorney PUBLICA UL ITLIES COMMISSION |
i
By | /¢ ( ){W’“’? :)1/ ﬁﬂr/‘ By . |
Utilities General Counsel General Manager of Pudlic
Utilities
9116C Coat

[




SHORT FORM OF GROUND LEASE

This GROUND LEASE is made ns of this 2 Hiday of [5_\2335 ,

1984, by and between the CITY AND COUNTY OF SAN FRANCISCO, a municipal
corporation, acting through its Public Utilities Commission (the
"Commiggion™) ("Landlord™, and GRACE RETAIL CORPORATION, 3 Delaware
corporation having an office at e/fo Orchard Supply Rardware,
15535 S. Seventh $t., San Jose, Californié 95112 ("fenant™).
RECITALS:

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

A, Landlord is thifq@ner of all that certain real property

s
/
{("the Premises') situated i1\the City of Millbrae, County of San Mateo,
[ N
scribed in Exhibit A-1 hereto and

State of California, p%?t}cvfa?ly d¢
. N
shawn on the survey attacﬁéq heretq»us Exhibit A=-3,
B. Tenant desires to lease the Premises from Landlord in “as
ia" condition and to have the right to erect new improvements thereom.
C. Landlord is willing to lease the Premises to Tenmant and to

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

in accordance with, all applicable laws and regulations and the

N

|

provisions of this Ground Leasel. \
NOW, THEREFORE, IN CONSIDERATION of the mutual covenants and
promises herein contained, Landlord leases to Tenant, and Tenant does
hereby lease and take from Laendlord, the Premises upon the terms and
conditions set forth in that certain Ground Lease bearing even date
herewith all of which are incorporated herein by reference, for a temm ;E

thirty (30) years from the Commencement Date of }p\tx}& \ \C\Efix— ,
J A

with Tenant having the right to extend the Term for two (2) additiomnal

periods of ten (10) years each, subject to sll 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 Landlovd and gituated

iomediately adjacent to the Premises, said easement area being more

54224-030284

ORIGINAL

NUMBER,

COUNTERPARTS



particularly described on Exhibit A~2 and located within ;he area shown
on Exhibit A-3 hereto and designated thereon as “Ingress & Egresas
Eagement', 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 uged
in the conduct of business to and from the Pramisea onto El Camino Real
at the sigralized intersection.

IN WITNESS WHEREOF, ébe parties hereto have executed this Short

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

APPROVED AS TO FORM: "Landlord"
GEORGE AGNOST CITY COUNTY OF SAN FRANCISCO
City Attorney By P 1c U?illtles Commisgion
oy DhelQigmst (1 A
McMORRIS M. DOW RUDOLF NOTHENBERG
Utilities General Counsel General Manager of Public
Utilities

Authorized by Public

Utilities Commisgion
Rmmluti% No. 23* 04 §3
Adopted /

£4

Attest:
Romaine S. Boldridge
Secretary
"Tenant™
GRACE RETAIL CORPORATION
(SEAL)
Attest:
vy V Aprein AFS By /
“Agsistant Secretary Edward H. Tutun
President
residen LEGA
RE e



STATE OF CALIFORNIA )
) sa:
COUNTY OF )
On this |} day of mM\ , 1984, before me, the

undersigned, a Notary Public in and for said County and State, personally
appeared Rudolf Nothenberg, known to me to be the Gemneral 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 WHEREQF, T have hereunto get my hand and affixed my

official seal the day aund year first asbove written.

OFFICIAL SRay @ oorl
DONNA SMITH

T
? NOoTARY PUBLIG .raq ) URNOA
3‘;R‘~C‘pAL OREVSE 1N
FRANCISCO . oynTy .
My Cametission Expires bye, 5, 1988 Rotary Fublis

STATE OF NEM YORK )

COUNTY OF REW YORK )

On this\3 é‘-l’day of /”)7/“)14// , 1984, before me, the

underaigned, a Notary Public in and gaid County and State, personally
appeared Edward H. Tutun, known to me to be the President of Grace Retail
Corporation, the corporatidn that executed the within instrument, and
acknowledged to me that such corporation erecuted the same.

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

official seal the day and year first sbove written.

CARMELA ROMALDO
Kotary Pubfic, State of few York
No. 31-4519206 i
Qualified in New York County L\’ . a Publ
Sommissian Expires March 30, 19 1.



EXHIBIT A-1

DESCRIPTIION OF PREMISES

A1l of that real property situate in the City of Millbrae, County of San
Mateo, State of Californis, 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 snd 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;
Thence North 34°52'55" West g distance of 75,02 feet; Thence South 53°46'
West 428.24 feet, more or less, to the northerly line of El Camino Real;
Thence along 8aid northerly line south 46°53' East a distance of 336.00
feet; Thence 1leaving said northerly line and running parallel to and
distant 50 feet wmeasured 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' Bast a distance of 670.00 feet, more or less to the
POINT OF BEGINNING,

Containing 4.7503 acres of land, more or less.
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EXHIBIT A~2

DESCRIPTION OF INGRESS § EGRESS EASEMENT

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

Commencing at the northwest corner of the Lands of the City and County of

San Francisco leased to Orchard Supply Hardware in the City of HMillbrae,
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 POIRT
OF BEGINNING: thence continuing along said northerly line Korth 53°46' East,

a distance of 42 feet; thence North 36°147 West a distance of 2.0 feet; thence
zlong & 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 s 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 lefr with a radius of 147.0 feet, through a centyal anpgle of 6°58'46",

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 & radial
bearing of North 29°51'09" West, through a central angle of 35°44'37" for a
distance of 74.B86 feet, to a point of reversg 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 om the northerly line of El Camino Realj;
thence slong 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 redial
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 feer;
thence along a eurve 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 & curve to the right with a radius of
38.0 feet through a central anpgle of 58°49'52" for a distance of 39.02 feet;
thence South 36°14' East, a distance of 9.0 feet; thence along s curve to the
right with a radius of 4 feet through a central angle of 90°, for a distance
of 6.28B feet; thence South 36°14" East a distance of 2.0 feet to the TRUE
FOINT OF BEGINNING,

Containing 0.1643 acres of land, more or less,



bamai $1o03 T D rn 4o 4E e b e

Drartvon 4G g s et b ir wg P Sy Mt SAED oL
T AanEiop U5 SOl Adeey S FLYES Wesi B K¢

i W mevive Tase B Misewid mef

[yt gy

I

AR T A

===

«

BLe

+
BRSO

R
o ‘;.-"
oo R
sd
»
g §g. 7
PR ,‘."1\3.’

EXHIBIT A-3

SURVEY

@
) @

oeR M er cu T

L2 F 7]
oS ALD SN *

o
>/./.? SO SERET

N,

UW_‘M"IM pﬁmxmfﬁfmﬂxmmom

N
.

[T

o
i e \4
= S

r3
“

-y,

BT R 8 5T

P’y

P rg

Fyrg

o~y @ st $y-y Reverr—y

T-EneETRn o amses

e o ) 8 P et E T

sucaninga

AROL eE it BF Sg0 ey 4 W 3 AvT peemvm
B N e R

Aorgoy o oo

i

LR R R A TRl

T vy CHRLIR pe KRED Ma TV eYITE Abisealt (D4E GCOSIVI Loy o

Atherer e =

LDTTVE Samn T v

BEMIBE LEASE PEPEM/IGES
AND ACCESE BASK

&g‘l G i BKIER & WRIGHT
. ¥ 3 MENT ARE A CIVIL ENGINEERS & SURVEVORS, INC.
R ORI UL R 1350 Scon Boulevard . Building 22 M A
e, LETAR Y ) fanta Clora, Califoania $50%1 & FAELS ]




: ARISCO WATER DEPA
ST LAND USE PERMIT

‘ GEN-1700-85
 Pursuent to suthority granted by the Publle Utilltfes Comunisaion, permission Is hereby granted to

’ ¢

ORCHAFD SUPPLY HARIMARE

{hareinalter called “"Pormittze™) to accupy end utilize the following described parcel or premises awned by the City
arnd County of San Francisce (herelnafter catled "Clty") and under jurisdictlon of the Water Department:
Along and within Parcel 18 of fommer Muni right of way according to San Francis

: - 0
Water Department records and as shown on San Franeisco Water Department Drawing

+ C~1183 attached hereto and made a part hereof,

for the purposs of . installing-a 6~inch VP sanitary sewer and a 12-inch ACP storm drain
‘ ilslgrnali ;:lsidOrdm:d Supply Hardware's lease of portion of Water Department.'s

.

THIs permit s granted subject to the following conditions: .
1. Unless otherwizs spacifically provided heeain this permit shall bacome eflective when the Publie Utilitles Com-
miselon or Its nuthortzed representative and the Permittee have signed it A copy ehal)l be furnlshed to Per-
. mkm.
2. Thig permit does not conetitute & Jeaes, deed or grant of an easement, oF of a fee Interest by .City, It Ig not
transferable or assignable, and s ravocable at any fime &t the option of the Publle Utliltles Commission,
3. The use ruthorized by this parmit (a limited solely ta the purposes gat forth hersin, and, except ae expreisly
kereiln pravided, construction, excavation or lnstallation of struvtures is not suthorized. e
4. Neither City nor any commission, board, officer, or employee thereof shall be held respansible or Nable for
damage to any property of the Permittse installed or located on the premises covered by this permit,
5. Permittes shall at all times keep City's lands In good and sightly comdition, g0 {ar as the same may be af-
tected by Permittes’s operstion bareunder. '
In the avent City Institutes and prevalls in any actlon for the enforcement of any of {ta rights hereunder, Per-
mittee will pay to City such ressonable attorney’s fees as may be determined by the Court, 2s part of the

costs of gueh sction,
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. Permittes shall, on receipt of notice to do 2o and within mich reasonable tlme Hmits as may be fixed by eatd

notles, alter or revmove pt s own expenss any of hils Improvements, plantings, or other proparty to such e
tant a8 msy be required to avold interference with any of City’s pips, power lines, ot other struatures now or
hereafter to be consiructed, with the malntananca thereof, or with any other opsrations or land usge by City.
In the evant Permittes fails to alter or remove any of his improvements, plantings, or other property within
tha ttme Hmit specifed In esid notice, said improvements, plantings, or other progerty may ba removed by Clty,
the reasonsble sxpanse of which shall ba pefd to City by Permittss,

In the avent of any emsrgoney Clty may, at {ta sole option and without notice, altor, remove or protect at Per.
mittes’s expenss, any improvements, plantings, of other property, except utility facilities owned sither by a
private company oz & publie agency. On notice that an emergency exists, owners of utility facilitfes, at their
oum expenss, must taks Immediate action to protect, remove or relocate such faellittes an required te meet
the erasrgency.

Permittee shull be responsible and Usble for auy and all demage to City’s etructures o property, due direetly
or indirectly to Permittes’s occupation and use of City lands purguant to this permit, and shall promptly pay
any just claim therefor, Permittee shall nssume the defense of and indemnify and gave harmleas the City and
County of San Franciece, fts Public Utllittes Commission, ofiiters, and employees fram all elaims, foss, lens,
damage, Injury and lsbility of every kind, nsture snd description, directly or indirectly ariaing from Pormit-
tee's occupation and use of City lands pursuant to thia permit regardless of responaibliity for negligence.

Any gerdening of landseaping shell be Lmited to low growing shrube, grass ¢v plents, Planting of trees on
Dipatine or electris Une rights-ofvway 14 expresely not permitted.

11. To the extent that any special conditlons set forth hereln confilet with or are inconsistent with the printed

2o
f

15.

16,

17,

18.

19.

20.
21.
22.
23.
2,

25,

26.

conditions, the spectal conditions shall prevall,

. In the event the purpose of this permit s (o allow Permittes to install utility feeflittes underground across

City's premises, the clear distance between the bottom of Permittee’s Installation and the top of City’s exdsiing
and proposed future water lines shall not be less than six incheg and Permitiec's satd Installation shall be placed -
4t an approximately conatant grade {or the entlie crowaing.

In the svent the purposs of this parmit iz to wlow Permittes to inatall utiiity facilities underground across
City's premises, Permittes ghall properiy mark the allgnment of the underground installation with witness
poats,

All conditions of ¢hls paremit sre subjest to perlodle review.

Permittee's proposed installations within City's right of way shall be in
accordance with Permittee's drawing bearing City's signed approval. ‘This
drawing is attached hereto as Exhibit "A" and is hereby made a part of this
pexrmit.

In the event City expand facilities into the permit area in the future, Permittee
shall remove his sewer authorized mﬁer this permit and relocate elsewhere, all
at his am expense.

Unless sooner revoked, 'this permit shall teminate at the end of Pemitt:ee's lease
of adjoining land,

The Permittee shall notify the Manager of the Suburban Division of the San Fran-
ingtallation.

-cisco Water Dapartment, phone 697-4424, five working days prior to the date of

The removal of existing trees along and near the sewer line authorized under this
pemit is required, 'mePemitteasmuperfonnthismﬂ:mﬁattheduectionof

the City and at.his oWn expense.

The installation of facilities authorized by this pemit is’ aubject to City -]
inspection and approval. .

The City reserves the right to alter, add, and delete fmm the work authorized or
required under this permit.

Rights qrantedhereinshallbelmitedtnareaqrantedmderthispemt. Permd ttee
shall not use the adjacent lands of the City without prior approval of the General
Manager of the San Francisco water Department.,

Permittee shall not accept and relesse his Contractor for the work authorized or
:equiredbyﬂﬁspemitbefcresecuringtheappmaloftmcity :

Permittee ghall install markers identifying location of thair \mdergmm\d facilities
conatructed udar this permit. Ma_rkem and identifying information 'dmereg\ spall be
apoved by the City.

Upon campletion of. installation permitted hereunder, Permittee shall remve all
dabris and excess dirt and restore the right of way to their original condition
to the patiafaction of the General Manager of the San Francisco Water Department.

The City shall not be taxed or assessed for the inprovements permitted hereunder.

F-5940-2



Pormittse agraes ¢o meintain'in (orce during the emistence of thia pormid, and &t 1te sost and
sapenes, couhrencnolve gsneral 1lability tnsuednge, including Butemowile and produste liavility
tnaursnoe (F pequired By the Publie Usiilgles Coemlsslon, The peliey o¢ pelleles of sald Lnesursnce
anatl nems s Llnsuped, or 48 Additlonel Lnsureda, Citp, Pubits Utilitiee Coumivelon 4nd Als mectere,
snd the olfff¢a?s, agente and employees of esdh, Said polisy or polidles ahall insure seid persous
agetnst loss oF Liability foF Jdenmsgey For Odadlly tnjuvy, desth OF prapersy damage avdBetoned by
reason of the operetioas of Peeattloe La,on &nd cbout the prapersy perdlited to ke oceceupled by o usee
with mintuum Mesilicp iatse as fellowst .

. §1,000,800 Combined Single LiG2S for bodily fnjury oF death of Sny ane perien) wnd
- fop bodily Injury or deetb of R0 OF BOFE Pereons,
. in eny oA OLOuUFrenco]
Cer dusage to property resulting (Pes Ay ona YeauPranee.

& wopy ¢f eeld fhaurense golley op polfeies shell be furmitohed 80 the Uene¥ul Waneger and Cmief
Engineer, Sen Prencisco Vetor Depuriment Nereinaftar reforred %o an Managee,upon the esesutlon of this
- permbt  ond ehell contein & provicion Lhat wpltten notice of cencelletion o¢ of any meturial e¢henge
taereof §nall be duliversd to Hanager thisty ()0) duye L advance of the effectirs dete thereof.ls the -
evant nas othere ihen the aforvield perwons ore named in  sald policy of polldtes ea insureds, of
additional insureds, Permltise shall furniph Jwnager with 2 astlafeotory severenilicy of (ntarests en-
dorsepant thoreon, Appreved Porms af the ladt tue aforesaid endorsamsnts eap be obtelned fvem Ranagee.
therwafter and duplng the term of fhia paraik, Pereilteo shell fumiled to Wenegsr, Fros tles to
time, 8 duly esncuéed dertificnte e the effesd thak Sha insurenue eoverage furnlehed L@ City 1w belng
mainsaingd by Permitboe. HAuah fallates op gortifiectes ebell be Looued by & ompunp OF coRpEALEs ap~
peevad in weiting by CAtp'e Contpellep ond ad Lo form by Citp‘e LRty Attopney.loradites ohall Snersbse
the aforedeld limile upen the uritien Gymand oF Cliy provided thas ¢old inerasdee are rensonsble ond
Juselifieble by Clig. :

Datad 4022403
; ' PERMITTER :
: CRCHARD SUPPLY BARDWARE

. : ‘. ay-—g—

Titla,

. W g
CITY AND COUNTY QF SAN FRARCISOD . ‘
FUBLIC UTILITIER COMIMISSION
Canveve) Miansger of Publle Utilltise

By aAj‘/&AAA/f Bw ll«\’—'

Arthur R, Jensen?
Acting General Manager and Chief Engineer
San Francisco Water Department

patea  APR2 91985

D¥rector/Store Planning




" SAN FIRANCISCO WATER DEPARTMENT
LAND USE PERMIT

i ad

Purguant to authority granted by the Public Utllities Commission, permission is hereby granted to

GRACE RETAIL CORPCRATI(N
SORCHARD SUPPLY HARDWARE
P,0. BOX 6450
SAN JOSE, CALIFORNIA 95150-6450

ATTENTIQN: MIKE LA TOURETIE

(hereinafter called “Permittes”) to occupy and utilize the following described parcel or prefises owned by the Clty
and County of San Francisco (hereinafter called “City*) an under jurisdiction of the Water Department:

The following dsscribed real property situated in the City of Millbrae, County
of San Mateo, State of California;

A portion of Parcel 29 Millbrae Corporation Yard as conveyed
by Spring Valley Water Campany to the City and County of San
Francisco by deed dated and recorded March 3, 1930 in Volume
491 of Official Records at Page 1, said portion commencing at
the intersection of northeasterly line of E1 Camino Real with
the southeasterly line of Parcel 29, thence north 46° 53' west
and along the said northeasterly 1mc of El Caminc Rezl a dis-
tance of 336.00 feet, thence north 53° 46' east a distance of
428.24 feet, thenoe south 36° 14' east a distance of 75.00 feet;
thence north 53° 46' east a distance of 292.25 feet; thence
south 399 14' east a distance of 255.56 feet; thence south

539 46’ west a distance of 670.00 feet to the point of comrence-
ment.

Containing 4,752 acres more or less,
All of which property is identified by San Francisco Water

Department Drawing No, B-4051-4 dated May 2, 1978 and revised
January 26, 1983, attached hereto, and made a part hereof.

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

1@3 granted subject to the following condltions:

1. Unless otherwise specifically provided herein this permit shall become effective when the Publle Utilities Com-
mission or tts authorized representative and the Permitice have signed it. A copy shall be furnished to Per-
miitee.

3, Thiy permit does not constitute a lease, deed or grant of an ersemaent, or of a fes interest by City, It is not
transferable or asssignable, and s revocable at any time at the option of the Publie Utilittes Commission.

3. The use authorized by this permit is limited solely to the purposes set forth herein, and, except ag expressly
hetein provided, ¢onstruction, excavation or jnstallation of structures is not authorized.

4, Neither City nor any comumission, board, officer, or employee thereof shall be held responsible or llable for
damage to any property of ihe Permittee instailed or located on the premises covered by thig permit,

5. Permittee shall st all times keep City's lands in good and sightly condition, so far as the same may be af-
tected by Permittee’s operation hereunder.

F-3940-1



ot

' T

it

12,

j58

16.

17.

18.

19.

Permittee sitall, on receipt of notice to do po and within such ressonable tme iimita as may be fixed by said
natice, slier or remove at his own cxpense any of his Improvements, plantings, or other property to such ex.
tent a¢ may be required to avoid Inferference with any of City’s pipe, power Hnes, or other ytructures now or
hereafter to be constructed, with the maintenance thereof, or with any ather operstions or land use by Clty,
In the svent Permiilee {aila to tlter or remove any of hia improvements, plantings, or othér property within
the time Jimit speelfied in ald notlce, said improvements, plantings, or sther property may be removed by City,
the reasonsble expenge of which shail be paid to City by Parmiites,

In the event of any emevgency City may, at its sole option and without notice, alter, remove or protect at Per-
mittee's expense, any improvements, plantinge, or other property, sxcept utllity facllitles owned elther by o
private company or & publie agency, On notice that an emergency exdsts, owners of utility facititles, st their
own expense, must taka Uramediste pction to profect, remove or relocate such factiitles g required to meet
the emergency.

Permittes ghall be responsible and iable for any and all damage to Clty's structures oF property, due direstly
ar indirectly to Permittee’s occupaticn and use of City tands pursusnt {o this permit, and shail promptly pay
any just clalm therefop, Parmittee zhall the def of and indemnify and gave harmnless the City and
County of Sen Francisco, its Publie Utlitles Commission, officern, and employess fromy all claims, loss, liens,
damage, infury and labllity of every kind, nature and degeeiption, directly or indirectly arising from Permit.
tea's occupation and use of City lands pureuant to this permit regardless of respansibility far negligence.

Any gardenlng of landscaping shell ba mited to low growing shruba, geass or plants. Planting of trees on
pipeling or electric Une rights-of-way la expressly not permitted,

To the etent thet any speciel conditiona et forth hereln confiietl with @@ are Inconsistent with the printed
conditions, the speciel conditions shal) preveil.

In the event the purposs of this permit 18 to sllow Permitiee to Install wtility facilitfes underground acroes
City’s premises, the clear disiance batween the bottom of Permittee's installation and the top of City's existing
&nd proposed future weter lineg shall not be lems than six fnches and Permittee’s sald installation shall be plnced
at an sppraximastely constant grada for the entire crogsaing.

In tha gvent the purposa of this permit I8 to allow Permittag to inatall utliity {ecilitles underground across
City’s premiscs, Permittee shall properly merk the allgnment of the underground installetioss with witnees
poate,

All eonditiome of this permit ave subjact to pertodio peview,

This permit is granted for the interim period pending confirmation for approval
by City's Board of Supervisors of that certain ground lease awarded to Permittee
by Public Utilities Cormission, pursuant to Resolution No. 83-0483, adopted
Noverber 8, 1983,

Permittee shall notify Manager of Suburban Division of San Francisco Water Depart-
ment, phone (415) 697-4424, at least 24 hours prior to date of entry, for any work
or activity to be conducted under this permit.

Permittee may enter adjoining San Francisco Water Department's Suburban Head-
quarters lands for purposes granted herein.

Permittee shall use extreme care to protect the City's existing water transmission
pipelines at all times. Permittee shall not use heavy construction equipment over
the City's pipelines during construction.

To prevent damage to City's underground pipelines, Permittee's use of vehicles
and construction equipment closer than 20 feet to City's pipelines shall he sub-
ject to the following restrictions:

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

1, 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 Ibs,), axles i4 feet apart, and
rear axle carrying 8 tons (16,000 lbs). It is Permittee's respon-
sibility to provide substantiation that his equipment meets this
requirerent.

/

P-3940-2



Publis liaptliiey and Propeety Damage Ynsurancet

Permittee sgreas 50 maintain‘in forcw during the exlstence of thie perwmit, and at ity cost and
sapenee, comprenenaive genersl liasbility Inayrance, including sutoncbile and products lisbiilty
ingurance 1f required by the Publio Utilities Commisaion. The pollcy or policies of seid {nsurance
shell name as insured, of 38 additicnsl {nsureds, City, Publfis Ut1litles Commigsion a4nd ity members,
and the afficers, agents snd ewmployese of each, 3Jeid pollcy or policies snall insure seld parsane
againet lose or lleollity for damages Cor bodily injury, death of propsrcy damage occssioned by
resson of the oparascions of Permittee in,an end ehout the property persitted ke be cccupled by or used
with atnimum 1iabilicy lisite ee Collowe:

$1,000,000 Coxbined Single Lieft for bodily injury or death of xny one person; and
for bodily injury or dasth of two or wore perpoOnE,
tn eny one occurrence; and
for damsge vo property resulting from uny ane occurrence.

A copy of pald insurenee policy or poligies whall be furnished to the Oeneral Manager and Chief
Enginder, San Francisco Yater Department hereinafter referred to a3 Muinager,upon the execution of thie
permit and shall contain a provislon thet weittan notice of canceilation ar of any meterfal change
taereof chsll U delivervd to Mansger thirty (30} days in advence of the s¢ffective date thereof.ln the
gvent tAGt others snan the aforeeald persont are named In wsid palley or polictes ss lmeureds, oF
additional inaureds, Permitice shell furnish Manager with s sstiefgerory seversvllity of intecssts ene
dorsewmant tnervan, Approved forme of the lust two aforesald endorsements cey be cbtained from Hanager.

Therealter end during the kera of thils perait, Peraittee ehall Nirnlash vo Manager, Crom time tO
time, & duly esecutmd certificate to the effeat thet the insurance coverege furnished to City (s being
®sintained by Permittes. Juch polliclse or certificetes shell be lewued by & company or companles ap-
provad in writing by City’s Controller snd sa ta fors by City's Clty Attorney.Permittee shall increase
the aforesedd llmite upon the written demand of City provided thet vald increeses are reaeonsdle and
Justiflable by City.

Dated L RMUMERY_27, VI

PERMITTEE ;

erpga._{J

Tike Vie President LEG

CITY AND COUNTY OF SAN FRANCISCO RE
PUBLIC UTILITIES COMMISSION

J San Francisco Water Department

. pated_joga 2O, \‘)%




EXHIBIT A

CHAPTEL 1IC OF TEE SAH PRARCISCO ADMINISTRATIVE CODE

JHEEDYSG THE SAN FRANCISCO AUHINISTRATIVE COOE BY ADDIEG CRAPTER 12C PEEWETO, #RO~
BIBITIHG DISCRIMINATION IF REAL FROPEZRTY CONTRACTS OX THE GROUAD OR BECAUSE OF RACE,
CoLOR, CHEED, NATIONAL GRIGIN, ABCESTRY, AGE, SEX, SEXUAL ORIERTATION OR DISABILITY,

Be 1t ovdained by the People of the City and County of Sen Frencisco:

Section 1, Chspter 12C 1s sdded to the Ssn Frencisco Administretive Codz to vead
as followe:

CHAPTER 12C

REMISCRINIKATION IE PROPERTT CONTRACTS

SEC. 12C.1. All Property Coutracts to Include Fondiscriminstios Provisions.

a1l ¢optracting agencies of the City sad County eof San Framuciaco, or gny depart~
went thereof, acting €or or on bebalf of the City and County, shail doclude 1o all
coatrecte, franchises, leases, concepsions or othar agreements imvolviny the leasa,
rentel, or other use of resl property aod toprovements thervecm of the City and County of
Ssn Prancisco, for s peciod sxceeding twenty-nine (29) days in any calendar year, whecher
by siagular or ecumulativa iostrusent, s provimion obligatiocg the contractor, fraschisce,
lesese, toncessionaire, or other party of said sgreement not to discriminete on the
ground or because of race, color, creed, satiomal origin, soceatey, age, sex, sexusl
orientation or dissbility mguinst any person secking sccosmodaticons, advantsges, faci-
lities, privilegen, services, or wemberahip in all business, social, or other establish-
wmote or organizaticns, operating from or weking use of said resl property, and shalld
require such contractor, frauchisee, legsae, or couccssionaire to fuclude a similar
provision in all aubcontracts, sublesses, or other subordinste sgreements for a period
exceading twenty-nine (29) deys in any celendar yesr, vhether by siogular or cumulative
foptrusent, let, awerded, necgotisted or entered into thercunder.

SEC._12C.2. Defiunicions.

49 used io this chapier tha term:

“4ge" for the purpose of membersbip refers te and shall include snoy person who has
sttained the age of eightaen (18) years, except for bona fide menior citizen orgsuice-
tione.

"Contract” shzll mesn and foclode sn sgreement to operate fros or make use of resl
property of the City and County of Sea Prancisce in the operation of & business, gocial,
or other sstabliskmeat or organization.

“Contractor” mesns any pereost or pereoms, firm, partearship, corporation, or combie
psrion theracf, who enters into & contract to operate from or maks use of resl property
of the City snd Couoty of Sen Francisco in the operation of s busicess, goclal, or other
astablishment or organization. .

"Subcontract” shall wean and facloude an agreement of contract under or subordinate
to & prime contract, franchise, lecase, or concesaion to operste from or moke use of real
property of the City end County of Gan Franclsco in the operstlon of & busioess, sacfsl
or other estazblischwent aox organization, . '

“Concession” includes 2 grant of land or other property by or on behslf of the Ciry
and County of San Frascisco ta & pereon for the purpome or use specified in said grant.

"Conceseianaire” ghall eean end include a persen who is the grenteg or bencficiary
of & consession aa hevrein defined.

“Franchige" ghsll mezn snd doclude s right or privilege conferred by grant from the
City aud County of Sen FPrancieco, or amy contracring agency thereof, and vested in and
suthoriring & parson %o conduct such busincss, soclal, or other sctivity am is epecified
10 eésid grant.

“Franchises” shall wean and include a person who is the graotee or beneficiary of a
frasnchise as berein defined.

"Ilostruweents® shall mean and fnclude a cootract, franchise, lease, concession or other
sgreeaent to operate from or make use of real properry of the City end County of San
Frencisco in the operation of a business, social or other establishwent or organization.

“Lease" shall oesn and intlude s contract by which the City mnd County of San .
Franclsce, or gpy contrmeting agency theveof, grente o o person the temporary poeszssion
and use of property, for reward, and tha latter sgrees fo Teturn the sgme to the former
st @ future time. .

“Lesseze” ohall mesu end include s perpon or tensnt teking possession of resl property
wuder @ lessa as herein provided.

"sublcese” shall sean and include & lease by which a lesven oF fensat grants
or lets to snother peresn part o gll of the lessed resl proparty for g showter term
atd under which eald lessee of Cenant ratelns esee yight or intersst under the
original lease.

"2esl Property”™ shall wezn pod ioclude lend fu which tha Cliy and Couoty of
Son Prencisco holde a legel interesc end L@provesents to said real property.

“Sex" shall wmean the churacter of being male or femsle.

“Sexusl Orientakion"” shall meas the choice of hummo sduls sexual partner according
Eo gender.

"Disability” s a physical or pental ispairesnt which does not make the pevson
incapeble of gaking use of the accommodetions, gdvantages, facilitice, privileges,
services or aimbership in bueiness, soclal or other estszblishments or organizations -
with & reascusble accommndation ta his or her disabilfity, sod doce cat make the perzon
incapeble of meking such uss in ® macner wvhich would pot endsunger bis or her heslth and
safety or the health and safety of others.

*Tepant’ shall memn the person or perscus, firm, psvtuership, corperstion or combi~ |
nation thereof who cater into s contract, franchise, leswe, coocespion or other sgree-
meot involeing the lease, tents}l or other use of real property aod improvemcots thereco
of the City and County of San Prancieco.

$EC, 12C.3. Roodiscriminstion Provisicns of Property Cootracta.

Zvory coutvact, frenchise, lease, concessfon or other agrecsent entersd into by any
egency of the City and County of San Prancisco, or aoy department thereof, t{owolwing
the lease, rental, or other use of rsal property apd improvepents thereca of the {ity
snd County of Sam Francisco for g pariod exceeding tventy-nine (29) dsye in any calendar
year, vhether by eingular or cumulstive fastrument, shall contein cthe provisions
fellowing, which ohall be known ss the neadiscrimination provisions of such property
tontract.

In the performance of this contrasct, the tenent sgress as follows:

(s} The tepant or gubtenant will not discriminste sgatnst amy perecn eeeking accomso-
dations, advastages, fpcilities, privileges, services, or memberohip fn the busincae,
socisl or other estsblishumot or organizaticn operated by tha tensnt or subtenant on the
cesl property of the City sud Couney of Saa FPraocisco, ou the ground or becsuse of race,
¢oler, creed, natloosl origin, ancestry, sge, sem, sexual orientation, or disabiligy.

(b) Should the tenant or subtenant operele 25 a Bembership organimtion, the tenant
will permit access to his emberahip recerds, Tules, vegulations end other pertinent
data, by the gwarding authority, or the San Francisco Humsn Rights Coumnigsion, for the
porpasze of inveatfgating to sscertsln complisnce with the nondiecriminstion provisions
of thie contract, and on request provide evidence that has or will cowply with the nou-
discriminacien provisions of this cootract.

(¢) That cenant or subtessst ghall be deemed to have Sresched the oondiecrimiparion
provigione of this contract upon:

(1) A finding by the Director of the Sam Franciece Humen Rights Commissian or
such other official who mmy ba designated by the Human Rights Comnission, that
tenant has wilfully violated such nondiscrimination provimions.

{2} Upon such finding by the Director of the Human Rights Commiseion, or other
official designated by the Human Rights Commiselon, the swarding authority shall
ootify tenant, er subtenant chat unless he demonstrates to the satisfaction of the
Director of the San Francisco Human Rights Comission or other official designated
by ¢he Bman Rights Commission within such ressonsble pericd as the Human Rights
Counmigsion shall determinme, that the violat{on ba2 been corvected, sction will be
teken as set forth in subpavagraph {d).

(3) The Bumao Bights Cowmipsion ahsll, within ten days of the date of isgusnce
of any finding by the Director of the Ruman Rights Comaission or other official
degignated by the Comrlasion fn the enforcement of this ¢hepter, sail to sny person
or persons af ed by sald finding, o copy of safd findlog, fogether with written
notice of his/right to eppenl. Hotice of appeal mugt be filed in writing with the
Chairman ofthe Commission within 20 days of the date of malliog said copy snd motice.

{4) For purposes of appeal procesdings under this nc:ian; 8 quotwa shall con-
siat of zight weabers of the Commission. The vote of the aajority of the full
Comaiasion shell be necessary to affire, reverse or sodify such dectnions, order or
other action rendered bereundez. Should a member of the Human Rights Cowmission be
designated under Section 12B.2 (c) (1) of this coniract, thse commissloser may not
participate in an appesl under this section except as z witness.

e




{3) Tha presidiag officer of tbe Coemilssion shell have ths power to sdminlster
osths to vitnesgses in appesle before che Commispion under this section. Ia the
event that aoy person shall fail or reffuse to appear &s » witness in eny such pro-
ceading after belng requested to do so, 8ad 1f it shell eppesr to the Cowmisaticn
thet his testiscoy, of books, rocords, documente or other things under his control
axe material and relevant as evidence ia the mstter under consideration by the
Commigsion &n the procceding, the presidtag officer of the Coemission may subpoens
such person, tequiring his praseace at the proceeding and rzquiring him to brimg
such books, records, documente or other things undsr ails coatrol.

(6) all appecsls to the Buman Righte Commission shall be open to public
inspection. Upon reaching a dacisien i any appeal, the Coamission shall give
written notice thersof to the Director of the Hman Righes Loamiszion, or other
official desiguated by the Human Rights Cowmipeion, end the appellant or zppellants.
The decisfon of the Comaiseion shall be final unleas within 15 deye of ths filing
end servica of written sotice thareof appfopriate lega) procecdings arc filed ia
& couxt of competent jurisdictfon by any psrty to Chie comtract.

{7) 1f any tepent or subtenant under coptract.ta tha CiCy sod County of
$an Francisco shall €ail to appear st ap sppeal proceeding of the Commiszion sfter
baving been given written potice to appear, such failure to sppea 3hall be grouands
for cancallatfon of the contract or subcontract sod such tenent or subtenant shall
be deemsd to heve forfleited all Tights, bevefite and privileges thereunder.

{8) The Bumap Rights Commission of San Prancisco ghall prosulgsté rules and
regulationa for the implementation of the nondlscriminscion provisions of thie
contract, and such rules end vegulations shell, eo far as practicable, be similer
to tbose adopted io applicable fedaeral exacutive orxders.

(d) & breach of the noodfscrimination proviejous in the pevrformsnce of thip coptract
shall ba doemad by the City and County of Sen Francisco €o be » material breach of coa-
tract and bazis for decerminntion by the cfficer, boerd or awarding autherity responai-
ble for tha swarding or letcing of such contract that the temast or aubtenant iz sa
ircresponaible tenant, lseses, franchisee or coucegpionatre gz to all future contracte
for the cse of real propercy. Suck pcmﬁh‘l or corporstion shall wvot, for s period

- of two (2) yoare thaereafter, or umtil shall establinh and carry out a program im coo

formity with the mondiscrisingcion provistions of chis contract, be slloved to act as &
temant or subtenant under any coutfact involving che lease, gentel or other use of real
preperty sod isproveseacs tharecn, of the Cicy and County of Sen Francieco.

() Mothing contsinsd in thim congract shall be coustrusd in 20y mamner B0 as to
prevesc thae City and County of San Francisco from pursuing any otbher remedies that may
be awveilable at la=w,

SEC. 12C 4, thmen Righcs Commission Papowered.

The Sap Francisco Hussn Bights Commlssion, its preeiding officer amd itz director
are bareby granted tha posser €o do all acts and emmrcise 8ll posers referred to fn
Seccion 12C.27 bhereof.

SEC. 12C.5. Punding.

The Bagzd of Supervisors sbhall approprisce guch funds from the general furd of the
City aod County of Saa Pramcisto, subject to budgatary and fiscal provisions of the
chartar, as it may docm vecessary for eaforcement of this ordinsnce.

SEC. 12C.6, Seversbilfcy.

If any clsuse, seatence, paragraph or psft of chis title or the epplicatien thiere-
of to any poredo o circumscances shall, for suy resson, Ve adjudged by a couxt of
campeteat jurisdiction to be iovalid, euch juxiedicCiom sball mot effect, tmpeir or
iovalldace the remsiedar of this chaptar.

Finsl Prssege-ebruery 8, L9717
Approved by Hepor-iarch 12, 1977

~




-~

THERN PACIFIC AR

- 50U —_
e £ U
e AT " AWY —
—FOoRMER Mﬁf“, Dgsssdal oo
P = — g 1 ~aT
B N 2 (Jpres ! ﬁ
) 535'; Z omn?’ud i
\] fo h’ 6? !
N xr:ifg . ,
g meter box [ ‘
N\ e ppeline
® —%r >-e
§( ‘ {
= I
8 |
Exwhnq ovh'd powserling g
! to meter box oleo ‘ a
'.é avk'd radio 'Q -
| communication line. {1y <« ™
e 102 Q oy
lo-0'wide casemens o
To be r;c.grvnn‘ , \D
far ex. 31’9 24" J *
e BAsE AREA water, mz Service
4752 heRE= | | ing Airport — - ES
417 &'waterhne I L\
3/ for hydrant. I'i q &
% » Wc ey /'g :‘:; ;:) §
IR AL <
. NOTE Al existin
HﬂﬁVQUMCfB pipaliings, poweo—hgos M g
> g arng commumication lines <
< |3 may e raiocated | g~
2 i’ sold cost ¢ expense
;J k of Lessae. }
/& ‘
22 Sm'zu?gs%o‘%’esgﬂ s‘ja -
Jo'o' wide easemént e /,‘-/‘_\ ‘
70 e rese,rved For ”'3'-' 2 T > —_—
exrsfg SFWD 54° - -
v 58
/,‘/.’Tﬁ'z 5

CITY AND COUNTY OF SAN FRAMCISCO

PUBLIC UTILITIES COMMISSION
SAN FRANCISCO WATER. DEPARTMENT

PROPOSED LAND TO.BE LEASED

PORTION OF MILLBRAE PUMF‘ STATION LOT PAR.29 SM

REPPROVED

{ scare /s j00°

a8y

APPROVED

REVIEWED

GENERAL HMANAGER AKD CHER ENGINER®A

:n@- Wz 2

DATE §-2.75 REVISED), 52 0%

ORAWING WO,

B-4051-4

EXHIBIT A




Ko} (o] ~ (o)} [¢)] E=N w N -

N
[an]

12
13
14
15
16
17
18
19
20
21
22
23
24
25

FILE NO. 160711 RESOLUTION NO. 329-16

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

Resolution authorizingthe 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 Codé, 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.

WHEREAS, The City and County \of San Francisco (“City”) owns in fee certain real
property in Millbrae, California, under thé jurisdiction of the San Francisco Public Utilities
Commission (“SFPUC”) desighated as SFPUC Parcel No. 29, and also known as San Mateo
County APN 093-220-0101; and

WHEREAS, The City, acting through the SFPUC, entered into a Ground Lease dated
April 26, 1984 (the “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 800 Ei Camino Real, Millbrae (the “Premises”) for an initial term

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

San Francisco Public Utilities Commission
BOARD OF SUPERVISORS
Page 1
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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 ("WSIP"), with the
primary purpose of providing additional dry-year regional water supply capacity; and

WHEREAS, The Pfoject 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 Com‘mission on August 7, 2014 1) certified
the Final EIR (“FEIR”) for the Project by Motion No. M-19209; 2) adopted findings under
CEQA, inpluding 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.
400-14, 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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on file with the Clerk of Board of Supervisors under File No. 140945, which is incorporated
herein by this reference; and

WHEREAS, Implementation of the Project requires that the City amend the Lease to
recover permanent possession of a portion of the Premises for construction of Project
improvements and temporary possession of portions of the Premises for construction staging
and installation of utility lines; and |

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

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

Supervisors under File No. 160711, which is incorporated herein by this reference, by which
City would pay Tenant the sum of $460,673 as compensation for the necessary permanent
and témporary modifications of the Premises, subject to additional payments if City extends
the periods of temporary possession, all of which is pursuant to an approved appraisal report
dated January 9, 2015; and |

WHEREAS, On August 12, 2014, by SFPUC Resolution No. 14-0127, a copy of which
is on file with the Clerk of the Board of Supervisors under File No. 140945, which is
incorporated herein by this reference, SFPUC adopted CEQA Findings, approved the Project,
and authorized the SFPUC General Manager and/or the Director of Property to undertake the
process to acquire possession of the needed portions of the Premises, and, following Board of
Supervisors approval of the necessary lease amendment, to accept and execute the lease
amendment and any other related documents necessary to consummate the transactions
contemplated therein, in form approved by the City Attorney; and

WHEREAS, San Francisco Charter, Section 8B.121(a) grants the SFPUC Commission
the exclusive charge of the real property assets under the Commission’s jurisdiction, and

Charter Section 9.118(c) requires that any amendment of any City lease of real property

San Francisco Public Utilities Commission
BOARD OF SUPERVISORS
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having a term of ten or more years be approved by‘resolution of the Board of Supervisors;
and

WHEREAS, The Project files, including SFPUC Resolution Nos. 08-200 and 14-0127
and San Francisco Planning Department File No. 2008.1396E have been made available |
for review by the Board of Supervisors and the public, and those files are considered part of
the record before this Board; and |

WHEREAS, The Board of Supervisors has reviewed and considered the information
contained in the FEIR, and the CEQA Findings, including all written and oral information
provided by the Planning Department, the public, relevant public agencies, the SFPUC and
other experts and the administrative files for the Project; now, therefore, be it

RESOLVED, The Board of Supervisors, having reviewed and considered the FEIR
and -record as a whole, finds that the proposed Lease Amendment is within the scope of the
Project analyzed in the FEIR and previously approved by the San Francisco Planning
Commission, the SFPUC, and the Board of Supervisors; and, be it

FURTHER RESOLVED, The Board finds that the FEIR is adequate for its use as the
decision-making body for approval of the Lease Amendment and hereby incorporates by
reference the CEQA Findings made in Resolution No. 400-14, Board File No. 140945
concerning the Project; and, be it |

FURTHER RESOLVED, The Board further finds that since the FEIR was finalized,
there have been no substantial Project changes and no substantial changes in Project
circumstances that would require major revisions to the FEIR due to the involvement of
new significant environmental effects or an increase in the severity of previously identified
significant impacts, and there is no new information of substantial importance that would

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

San Francisco Public Utilities Commission
BOARD OF SUPERVISORS
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FURTHER RESOLVED, The Board of Supervisors hereby incorporates by reference
the General Plan Findings made in Resolution No. 400-14, Board File No. 140945
concerning the Project; and, be it

FURTHER RESOLVED, That in accordance with the recommendations of the
SFPUC General Manager and the Director of Property, the Board of Supervisors hereby
approves the Lease Amendment and the transaction contemplated thereby in substantially
the form of such instrument presented to this Board; and, be it |

FURTHER RESOLVED, That the Board of Supervisors authorizes the Director of
Property and/or the SFPUC’s General Manager to enter into any additions, amendments,
or other modifications to the Lease Amendment (including, without limitation, the attached
exhibits) that the Director of Property and/or the SFPUC’s General Manager determines are
in the best interest of the City, do not materially increase the obligations or liabilities of the
City or materially diminish the benefits to the City, a‘nd are necessary or advisable to
complete the transaction contemplated in the Lease Amendment and effectuate the
purpose and intent of this resolutidn, such determination to be conclusively evidenced by
the execution and delivery by the Director of Property or the SFPUC’s General Manager of
the Lease Amendment and any amendments thereto; and, be it

FURTHER RESOLVED, That the Director of Property and/or the General Manager
of the SFPUC are hereby authorized and urged, in the name and on behalf of the City and
County, to execute and deliver the Lease Amendment with Tenant, in substantially the form
of such instrument presented to this Board, and to take any and all steps (inciuding, but not
limited to, the execution and delivery of any and all certificates, agreements, notices,
consents, and other instruments or documents) as the Director of Property or SFPUC
General Manager deems necessary or appropriate in order to consummate the modification

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

San Francisco Public Utilities Commission
BOARD OF SUPERVISORS
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and intent of this Resolution, such determination to be conclusively evidenced by the

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

documents.
$460,673.00 available
Index Code: 730150

TN
ont®7
RECOMMENDED: ’
"\ (.
Y
Director of Rrgperty/|

Real Estate Division|

RECOMMENDED:

A >t

General Manager
San Francisco Public Utilities Commission

San Francisco Public Utilities Commission
BOARD OF SUPERVISORS
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City and County of San Francisco City Hall
1 Dr. Carlton B. Goodlett Place

TailS San Francisco, CA 94102-4689

Resolution

File Number: 160711 Date Passed: July 26, 2016

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.

July 20, 2016 Budget and Finance Sub-Committee - RECOMMENDED

July 28, 2016 Board of Supervisors - ADOPTED

Ayes: 10 - Avalos, Breed, Campos, Cohen, Farrell, Kim, Peskin, Tang, Wiener
and Yee
Absent: 1 - Mar

File No. 160711 I hereby certify that the foregoing
- Resolution was ADOPTED on 7/26/2016 by
the Board of Supervisors of the City and
County of San Francisco.

LA EY)
Abgdaléanvitio
~ Clerk of the Board

)
Dfow s ACAIE?

Mayor (/ Date Approved

City and County of San Francisco Page 43 Printed at 3:31 pmon 7/27/16



PUBLIC UTILITIES 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 (SFPUCY) designated as SFPUC Parcel 29, and also known as San Mateo County
APN 093-220-0101; 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 10 years each; and

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 a CPI adjustment
on May 1, 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 13,623 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, of Ltwhif; S,;FPU!C;upczn early termination of the Lease, at SFPUC’s option; and

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, enabling the SFPUC to re-lease the Remaining



Premises at full market rental rates, as opposed to the current CPl-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 the 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, That 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, That this Commission hereby authorizes the SFPUC General
Manager to enter into any amendments or modifications to this Termination Agreement,
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 foregoing resolution was adopted by the Public Utilitries Commission at
its meeting of January 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:

J 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”);

J 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-licu 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

e 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 Department, the public,
relevant public agencies, SFPUC and other experts and the administrative files for the Project
and the EIR; and

WHEREAS, 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 Cosico
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
OSH/Lowes Corporation, and (9) Assessor's Parcel # 014-320-010in 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 irrigators 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 Participating 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 1) 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 irrigators overlying the South Westside Basin; and 2) negotiate and
execute a wheeling agreement with California Water Service Company for delivery of
replacement water to irrigators 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 Department 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 Department 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 Bruno, 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
Elementary 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 permits, inspections, and communications to the
public concerning Project construction, (¢) the form of necessary encroachment permits or other
property licenses required to permit Project construction, and (d) the parties' 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; Lternal Home Cemetery; Hills of Eternity/Home of Peace/Salem Cemeteries; Holy
Cross Catholic Cemetery; [talian 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 California 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
Department 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 necessary 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 are 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.

[ hereby certify that the foregoing resolution was adopted by the Public Utilities Commission at
its meeting of August 12, 2014.

71

Secretary, Public Utilities Commission




Water

Services of the San Francisco Public Utilities Commission

TO: ‘Angela Calvillo, Clerk of the Board

FROM: Christophe Whitmore, Policy and Government Affairs
DATE: February 11, 2019

SUBJECT: 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 SFPUC 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):

Board of Supervisors Resolution

Original Lease {1984)

SFPUC Reso 14-0127 CUW30103 Regional Groundwater Storage Recovery
BOS Resolution — Ground Lease First Amendment

Executed First Amendment to Ground Lease

SFPUC Reso 19-0016 Approve Termination of Lease - OSH

ou s W

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.

525 Golden Gate Avenue, 13th Floor
San Francisco, CA 94102

T 415.654.3155
F 415.554.3161
TTY 415.554.3488

London N. Breed
Mayor

Vince Courtney
President

Ann Meller Caen
Vice President

Francesca Vietor
Commissioner

Anson Moran
Commissioner

lke 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 (1) members of the contractor’s board of directors; (2) the contractor’s chief executive officer, chief
Sfinancial officer and chief operating officer, (3) any person who has an ownership of 20 percent or more in the contractor; (4)
any subcontractor listed in the bid or contract; and (5) any political committee sponsored or controlled by the contractor. Use
additional pages as necessary. 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: Amount of contract: Current rent of approximately
$1,304,915 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):
O the City elective officer(s) identified on this form

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

O 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, 1 Dr. Carlton B. Goodlett P1., San Francisco, CA 94102 | Board.of.Supervisors@sfgov.org

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

Signature of Clerk of the Board of Supervisors Date Signed

C:\Users\wong\AppData\Roaming\L5\Temp\7ce5437e-0645-4¢22-b96e-bd6bc0Ob35e58.doc





