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FILE NO. 190193 . RESOLUTION NO.

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

Resolution approving the terme 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 Comnﬁission,‘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 0\}er 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, Millbrae (Premises) for ah 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 Franciseo Public Utilities Commission '
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13,623 squére 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 léase is approximately
$6,525,000; and

WHEREAS, Tenant has constructed substantial improvements on the Premises
including a retail store, warehouse, and restauraht; 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 unéafe conditions at the old Utility Plumbers
shop, and theréby save.the estimated costs (approximately $1.3 rﬁiilion) of constructing a new
warehouse at its Millbrae Yard; (i) 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 groﬁnd 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
BOARD OF SUPERVISORS . ' ‘ Page 2
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located o‘n 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 eériy 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 Commissiori voted
to ratify, approve and authorize all actions heretofore taken by any City official in oonnéction 4
with this Termination Agreement, approve the terrris and conditions of this Terminatioh
Agreement, and authorize the SFPUC to seek approval by the Board of Supervisors and
Mayor for the SFPUC General Manager to éxecute the Termination Agreement: now,
therefore, be it , A

RESOLVED, That the Board of Supervisors hereby ratifies, abproves and authorizes all
actions heretofore taken by any City official in connection with this Termination Agreement;
and, be it | } » |

FURTHER RESOLVED, That the Béard of Supervisors héréby approves the terms and
conditions of this Termination Agreement and, beit

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 Geheral 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‘iéws, including the City Charter.

San Francisco Public Utilities Commission .
BOARD OF SUPERVISORS Page 3
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BUDGET AND FINANCE SUB-COMMITTEE MIEETING : ‘ MarcH 13, 2019

ltem 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 (Orfchard Supply Company)
exercised the first ten-year opiion to exiend the iease to Aprii 2024. The square footage of
the ground lease was reduced by 13,623 in 2016 in order for SFPUC to use the land for the
Regional Groundwater Storage and Recovery Project.

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) rént 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 (CPI) 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 Iease
from May 1, 2019 through April 30, 2024, the SFPUC will lose $6,524,577.

e The SFPUC estlmates the loss in rent will be offset by two (2) new flve—yearleases 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
- 14
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BUDGET AND FINANCE SUB-COMMITTEE MEETING 4 4 : MARCH 13, 2019

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

In 1984, the Grace Retail Corporation (now Orchard Supply Company, LLC) entered into a lease
with the City and County of San Francisco for a 206,932 square foot property owned by the San
Francisco Public Utilities Commission (SFPUC) in the City of Millbrae in San Mateo County. The
term of the lease was for thirty years with two (2) ten-year options to extend the lease to April
2034. The Orchard Supply Company, LLC (Orchard Supply Company) exercised the first ten-year
option to extend the lease to April 2024.

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

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

2018 for the SFPUC's consideration.

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

The proposed resolution would approve:

° Termmatlon 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
' 15
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BUDGET AND FINANCE SUB-COMMITTEE IMIEETING : MARrcH 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.
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oufside 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.

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 (CPl} 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
16
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BUDGET AND FINANCE SUB-COMMITTEE MEETING i MARCH 13, 2019

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.

Approve the proposed resolution.

SAN FRANCISCO BOARD OF SUPERVISORS - BUDGET AND LEGISLATIVE ANALYST
17
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FIRST AMENDMENT TO GROUND LEASE

THIS FIRST AMENDMENT TO GROUND LEASE (this “Amendment”) is made as of
UG UST , 20110, 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 SEPUC
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 desctibed in the foregoing Recitals, and
for other good and valuable consideration, the receipt and sufficiency of which are mutually
acknowledged, the City and Tenant agree as follows:

1. Effective Date; Commencement Dates.

i1 Effective Date. The date on which this Amendment shall becoms 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

7]6 7 . OSH Lease Amendraent (4-12-16 ¢js).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 Atea

during the period from the Building Commencement Date until the Effective Date shall Be!iv: 1

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 canse its contractor to provide, at
least fourteen (14) days' advance written notice to Tenant of the Utility Line Commeéncement
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, Teinporary Deletion of Temporary Staging Area. Cornmencing 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 structores. 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

OSH {ease 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 (“Indemnify”) Tenant from and against
any and all claims, costs and expenses, including, without limitation, reasonable attorneys’ fees
(collectively, “Claims”™), to the extent caused by (a) City’s use of the Temporary Staging Area
during the Building Construction Period, or (b) any negligence of City or its Agents (as defined
below) in, on or about the Temporary Staging Area during the Building Construction Period;
provided, however, City shall not be obligated to Indemnify Tenant or its Agents to the extent
any Claim arises ot 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 Amendrient with

respect to either party shall include the agents, employees, officers and contractors of such party

2.3.  Shared Use of Temporary Work Area. During the Utility Line Installation
Period, as defined below, City shall have the right to use the Temporary Work Area for the
installation of the subsurface water, sewer, electrical, and telephone lines in the locations
identified on Exhibit A (the “New Utilities”) and for construction staging and activities
- associated with the installation of the well station in the Building and Well Site, The Temporary’
Work Area includes the portions of the areas shown in red, light blue and green that overlap with
the gray area on Exhibit A, as well as the entire blue “Water Out” area shown on such Exhibit
running along the boundary of the Premises to El Camino Real. Tenant and City’s contractor
shall cooperate in good faith to schedule the installation of such utilities at such times and in such
manner as to reasonably minimize disruption to Tenant’s operations; provided that such efforts
@) 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 veticles, 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,

OSH Lease Amndment (4-12-16 js).dos
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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.

A

City shall Indemyify 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 Utlhty 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 heteunder, 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 partxmpate 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 Utilities. Landlord’s
easement under Section 2.02 of the Lease to enter the Premises to tepair, 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 1mmed1ately pnor 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 accotdance .
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

O5H Lease Ameadinent (4-12-16 cis).doe
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Premises, Landlord’s shared use of the Temporary Work Area, or City’s permanent use of the

. subsurface areas for the New Utilities, If City’s contractor commences using any part of the
Premises before the Bffective 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 ot
omissions of Tenant on the Premises or otherwise,

7. Attorneys Fees. In the ¢vent 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 insttument or document
at any time referring to the Lease. Any future reference to the Lease shall be deemed a reference
to such document as amended hereby.

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

10.  Further Instraments. The parties hereto agree to execute such further instruments and
to take such further actions as may be reasonably required to catry 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 deliveréd 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 modifiéd by this
Amendment. The Lease as amended by this Amendment constitutes the entire agreement of the
parties concerning the subject matter hereof, and supersedes and conceals any and all previous
negotiations, agreements, or understandings, if any, regarding the matters contained herein. The
execution of this Amendment shall not constitute a waiver of relinquishment of any rights that
City may have relating to the Lease. Tenant and City hereby ratify and confirm all of the
provisions of the Lease as amended by this Amendment,

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

written above.

TENANT:

LANDLORD:

APPROVED AS TO FORM:

DENNIS J. HERRERA, City Attorney

By: ;Z&MO ﬁm/

Carolyn éohns?/é Stein
Deputy ity Attorney

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

il

Name S

Its \\M\‘&

By:
Name:
Its:

CITY AND COUNTY OF SAN FRANCISCO,
a municipal corporation

 Ho0Co.

HARLAN L. XKELLY, JR.
General Manager .
San Francisco Public Utilities Commission
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EXHIBIT A
Diagram of Temporary Work Area, Building and Well Site,

and Temporary Sfaging Area
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EXHIBIT B

City Lease Provisions

A. Local Hiving 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
petformance 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 requirernents. 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 defiried will have the meanmg 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
Iease 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 clanse 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 pursnant to state or local law
authorizing such registration, subject to the conditions set forth in Sectmn 12B.2(b) of the San
Francisco Administrative Code,

5. Incorﬁoration of Administrative Code Provisions by Reference:

The provisions of Chapters 12B and 12C of the San Francisco Administrative Code
' lelatmg 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 comrmencement 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 ot 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 comumittee 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 it 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.

E. Tropical Hardwood and Virgin Redwood Baﬁ

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 Advertlsl_ng

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 Alcoholic Beverage Advertising

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

1. 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

C‘nuvrn Wackte Radits o o~ pat Frth Py ~ion o
VIce Yy asie Keduclion v;uuiduv@, as set forth in the San Francisco Ba vironment \.‘de,

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) liguidated damages for the first breach, Two Hundred Dollars ($200.00) liquidated
damages for the second breach in the same year, and Five Hundred Dollaxs ($500.00) liguidated
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 C1ty 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: (1) 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 divetsion 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; ot

(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 requite 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 pursue any rights or remedies available under Chapter -
12T or the Lease, including but not limited to a penalty of $50 for a second violation and $100
for a subsequent violation for each employee, applicant or othet 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 CAMINO REAL
MILLBRAE, CALIFORRIA

GROUND LEASE

This GROUND LEASE ia made as of this 2o day of Eggg) N
1984, by and between the CITY AND COUNTY OF SAN FRANCISCO, a municipal
corporation, acting through its Publie Utilities Commwaiou (the
"Commission™) ("Landlord™), and GRACR RETAIL CORPORATION, a Delaware
corporation having an office at c/o Orchard Supply HRacdware, 1555 S.
Seventh St., San Jose, California 95112 ("Teqant"}.

RECITALS:

Thia Ground Lease is wade and entered on the bagia of the
following facts, understandings and intenticas of the partieas:

A, Landlord is the owner of all that certain real property
("the Premises”) siruated in the Gity of Millbrae, Counry 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 Premigses from Landlord in
“ag is" condition and to have the right to erect new improvementa thereon.

NOW, THEREFORE, IN CONSIDERATION of the mutual covenants and
promiges herein contained, Landlord leases to Temant, and Tenant does
hereby lease and take from Landlord, the Premises upon the terma and
conditions hereinafter set fortht

ARTICLE OWE

Definitions

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

1.02, Aonual Rent. The rent payabie by Tenant pursuant to Section
5.01(b) of the Ground Lease.

1.03. Commencement Date. \\I\}\\{ \ y 193&.‘

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

1.05, lease Year. The period of twelve consecutive montha
commencing upon the Commencement Date and terminating on the last day of
the wonth expiring immediately priar to the first anniversary of the
Commencement Date, and each successive twelve month periecd thereafter.

1.06. Maneger. The General Manager and Chief Engineer of .the Sanm
Francisco Water Department,

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

1.08," Hortgagee. A benaficiary under or a holder of a re¢orded
deed af truat as well ag a mortgagee.

1.09. Mortgagor. A trustor under & recorded deed of truat es well
ae &8 mortgagor.

1.10. Opening Date. The date on which the Tenant openas for
business on any portion of the Premises,
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1.11. Premiges. The real property particularly described in
Exhibit A~1 to this Ground Lease, topether with all ecasements and rights
appurtenant thereto. i

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.

N

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

does hereby lease and take frow Landlord the Premises  for the Tem, and
upon the terms and conditions, hereinafter specified,

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

(a) 'Majutenance and Repair of 54-Inch Pipeline. The right
to maintain, repair, replace or reconstruct the Eifty-four (34) dinch
pipeline and appurtenances,. presently located om the Premises and to
construct, maintain, repair, rTeplace or recomstruct additional pipeline
dnd mppurtenances, all within the thirty (30) foot wide strip of 1land

along the existing £ifty-four (54) inch pipeline as shown on the Survey,
Exhibit A-3, attached herete and incorporated herein by reference thereto.

. (b) Construction Within 10-Foot Strip. The right to
construct, maintain, repair or recomstruct & 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.

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

(d) Utility Majntenance. The vight at all reasonable times,
without unreasonably or unduly interfering with Tepant's use of the
Premises {and subject to Tenant's reasonable right of prior approval
where entry into buildings is' required), to enter upon the Premises to
replace, repair,  maintain, operate and remove existing water pipes, and
any other existing utility and communication facilities; provided,
however, that the expense of any such operations sghall be borme by
Landlord, unleas 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 Easements. The essements reserved to Landlord
pursuant to Section 2.02 shall be seubject to the following vights and
obligations:

(a) No Improvements, Tenant shall erect no buildings within
or pldce any structurea upon the easement area or the lands affected
thereby. No other improvements shall be placed or waintained within the
eagement areas without the prior written consent of Hanager 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).
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- (b) Relocetion Of Easements, Tenant shall have the right to
replace or relocate any of the easements; provided, however, that all
coste 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
marner and method of accomplishing the work of relocation shall be
consistent with Landlord's operating requirements as Manager ehall
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 borme by Tenant without any right over or
claim againgt Landlord.

(c¢) Protection Of Improvements. Temant 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 vestrictions:

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

v

(ii) the ‘'axle loading™ of vehicles and comstruction
equipment wust - not exceed that allowed wunder 'AASHO Standard B-10
Loading", H~-10 loading is defined as loading caused by a two axle truck
with a gross weight of ten tona (20,000 1bs,), axles 14 feet apart, and
rear sxle carrying 8 tons (16,000 1bs.). Tt is Tenant's vesponsibility

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 Landlocd 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 ite own expense, the location of Landlord's pipelines within the
Premises. Tenant shall vot use any pick, plow oxr other sharp tool over

or near said pipelines, or heavy construction equipment directly over the
pipelines of Landlord.

(e) Landloxd's Remponsibility. Anything herein contained to
the contrary notwithstanding, Landlord shall conduct the inptallation,
maintenance and operation of any of the aforesaid easements, pipelines
sand other utility and communication facilities in such manner that will
not unnecessarily or unreasonably obstruct, interfere with, or impede the
ingress/egresa of persons or vehicles to and Ffrom 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 vesult from the construction, installation, repair,
maintenance or operation (ox any combination thereof) of the aforesaid
eagements, - pipelines snd/or vutility and commumication facilities.
Landlord shall be responsible for, and shall reimburse Tenant upon demand
for, any loss, cost or expense paid or dincurred by Tenant and
attributable to any and all damage to property and injury or death to
person or persomns to the extent caused by any dangerous condition or any
negligent act or omission of Landlord, its employees, officers, agents,
licensees, invitees or contractors, in connection with the construction,
installation, repair, meintenance or operation {or any combination
thereof) of the aforesaid easements, pipelines and/or utility and
communication facilities.

2.04, Grant Of Access Easement. Landlord grants to Tenant =&
non—exclusive essement for the Term of the Lease and any Extended Texm of
the Lease over a portion of that certain parcel of property owned by
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Landlotd and situated immediately adjacenk to the Premises, said easement
area being more particularly described on Exhibit A-2 and located within
the area showa on Exhibit A-3 hereto and designated thereon as “Ingress &
Egress Edsement", for the purpose of ingress snd egress by Tenant, its
subtenants, cuatoners, emplcyees, inviteea, licensees, agents, and
contracturs, in the conduct of its business, and any wmotor. vehicles uged
in the conduct of business to and from the Premises onto E1 Csmino Real
at  the eignalized intersection, Tenant shall, ar 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 avea way be alterad or modified by mutual agreement
between the parties provided, however, that throughout the Term or any
Extended Term Tenant shall be granted (and Landlord, its successors and
asgigns shall provide and grant to Tenant) an access easement of
substantially the same size and configuration and in substantially the
same location a8 the Ingress & Egress FEagement shown on Exhibic A-3
hereto, Tandlord and Temant further covemant and agree that each shall
keep the 1Ingrese & Egress Eagement area free at all times from
obstructions of any nmature (including, without limitation, parking of
trucks or other vehicles, barricades, fences and landscaping) such that
the free Fflow of pedestrian and vehicular traffic to apd from the
Premises and Landlord's adjacent property and the public streets through

the Tngress & Egress Eagement area ghall at all times be and remain
unimpeded and unhampered.

2.05. Conditiocus Of Title, Landloxd holds title to the Premises. in
fee simple sbsolute subject to no exteptions othexr than these specifisd
in Exhibit C, attached hereto and incorporated herein by this reference-

2.06. Existing Improvemeuts. Prior to the end of rhe Development
Period, and without cost or expense to landlord, Tenant shall remove,
relocate o recoustruct onto adjacent teal property' of Landlord certain
parking lIot improvemente presently located om the Premises, as shosm on
Exhibit B, 81l in accordance with written plans and specifications of
Landlord and in a manner reasonably satisfactory to Landlordy provided,
however, that thae cost of such ralocation shall not exceed Fifty Thousand
Dotlars ($50,000.00) (herein the "Cap Price™ and Tenant shall not be
obligated to expend amounts iIw excess of said sum for such relocation.
Such work shall not disrupt parking facilities required for employees and
invitees of the Water Depacrtment, nor shall ingress to or egresa from
such parking facilities be obgtructed. Landlord shall remove the newly
installed chain link fence along the frontage of the Premises prior to
the Comstruetion Period aend Landlord shall rvetain possession of the
Eencing materials, Tenant wmay demolish and remove all other existiog
improvements on the Premises (excluding the pipelines, power lines and
other items shown om Exhibit A-3).

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

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

(i1) Hodify the plans and gpecifications for such relocation

work, and resubmit the same to Tenant to obtain a new construction price
not exceed:mg the Cap FPrice.

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 sghall be deemed approved and Landlord shall pay to Tenant the
amount, if any, by which the construction price of such relocation work
shall exceed the Cap Price, as hereinafter provided. Within thirty (30)
days after completion of such relocation work, Tenant shall deliver to
Landlord a ststement certified by an officer of Tenant's Orchard Supply
Hardware division setting forth in detail the costs of completing auch
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relocation work in accordance with Landlord's plans and specifications,
{ncluding the computation of casts in excens of the Cap Price which are
te be psid by landlord. Within thirty (30) days after the delivery of
said statement to Landlord, landlord shall reimburse Tenant for the cost
of completing such relocation work in excess of the Cap Price, If
Landlord shall fall to reimburse Tenaut as herein provided within said
thirty (30) day period, thenm Tenaut way, at its optiom, deduct such
amount from the next due and succeeding payments of Minimem Annual Rent
and ather charges payable by Tenant to Landlord under this Lease.

2.07. Haintenance of Inpress & Egress Easement Area. Throughout
the term of this Lease and any extensions thereof, Tenant covenants and
agrees to maintain and repair the Ingress & Egress Easement area in good
order and condition including, but not limited to repaving, restriping,
filling in pot holes, removing all rubbish and debris therefrom, and
removing all atanding water and ice therefrom, provided, however, that
Tenant shall not be obligated to repair or veplace any portion of the
Ingress & REgress Eagement .avea, the damage bto which was caused by
Landlord, its employees, agents, officers, liceasees, invitees ox
contractors, or with respect to any repair. or replacement required as a
result of the faulty or defective conastruction of any portion of the
Ingress & BEgress 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 Tensnt sghall mnot cure
auch breach ov failure within thirty (30) days after notice from Landlord
specifying such breach or failure (or if such breach or failure shall
..,,_,.0.‘314., eale more 'Ch.’:n thl'*ty (’20\ ,x.“m to oure, Tansnt chall nat haove
commenced the same within said thirty (30) days and diligently prosecuted
the same to completion), Landlord may, at Landlord's option, without
waiving any claim Ffor 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 Temant shall fail to reimburse
Landlord upon demand for any amount paid for the account of Tenant
hereunder, said amount shall be added to and become due as a part of the
next payment of Aunual Rent due hereunder.

ARTICLE THREE
Term

3.01. Igitial Term. The Term shall commencé on the Commencement
Date and ghall expire at the hour of 12:01 A.M. on the thirtisth (30th)
ammiversary of the Commencement Date unlesa (i) the Term ia extended in -
accordance with the provigioms of Section 3.02 or (ii) earlier terminated
as hereinafter provided,

) 3,02, Extended Teyrm. Subject to all of the provisions of this
Ground Lease including, without .limitation thereto, the provisions for
the adjustment and reappraisal of Remt in ARTICLE FIVE, Tanant may, atb
Tenant's option, extend the Term for two {(2) additiomal ten {(10) year
perwds (the "Extended Term'), which Extended Term shall commence at the
explratmn of the Initial Term (or the next preceding Extendsd Term) and
terminate- at the hour of 12:01 A.HM. on the tenth (I10th) ampiversary of
the- date of commencement of each Extended Term, unless earlier terminated
as hereinafter provided.

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

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

(2) Notice. At least one hundred eighty (180) days
before the last day of of the Initial Term f{ov next preceding Extended
Term), Tenant shall give Landlord written mnotice that Tenant hag
irrevocably elected to extend the Term in accordance with the provisions
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of this Section 3.02, FEach party shall, at the request of the other,
éxecute a meworandum 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 smecarity for the full performance and
observance of each and all of the provisiouns hereof a sum equal to Sixty
Three Thousand Dollare ($63,000.00). 1In the alternative, Tenant may, at
its option and in liew of such cash deposit, establish and wmaintain
throughout the Term of this Lease, with a national or California bank
having at least one branch office within the City and- County of San
Francisco, a confirmed irrevocable letter of credit in favor of the City
and County of San Francisco, a municipal corporation, acting by and
through it Public Utilities Commissionm, in an amount of Sixty Three
Thousand Dollars ($63,000.00). Said letter of credit shall provide that-
payment of the entire fgce amouut therxeof, or sny portion thereof, shall
be made to the City and County of San Francisco, upon presentation of a
written demand to the said baok 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 .
this leape beyond any applicable grace period as elsewhere provided in -
this Lease, Landlord may use, apply or retain the whole or any part of
the Security Deposit (or make its demand under said letter of credit) for
any or all of the following puvrposes, 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 auy expense or damage
caused by Tenant's default; or (iii) to cure the default. If any portion
of gmaid security deposit (or said letter of credit) is 8o used or
applied, Tenant shall within thirty (30) days after written demand
therefor, deposit c¢ash with Landloyd in an amount pufficient 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 dewmand for
payment, then Landlerd shall return to Tenant the amount by which
Landlord's total receipts from such security deposit or letter of credit
shall exceed the awmount to which Landlerd is rightfully eéantitled,
together with interest at the waximum lawful rate, but Landlord shall not
otherwise be liable to Tenant for any damages or penaltiea, Any such
letter of credit hereunder shall have an original term of one year, with
automatic extensions through the Term of this Lease, =nd shall provide
for gixty (60) days notice by gaid bank to Landlord in the event of
. nonextension. In the event of any such uonextension, Tenant shall
replace said letter of credit at least ten (10) days prior to expirationm,
and if Tenant f£ails to do so, Landlord shall be entitled to present it
written dewand for payment of the entire face amount of said letter of
credit. Any amount sc received by Landlord shall be returned ta Tenant
upon replacement of the. letter of ecredit.

4.02, Surety Bond. 1In lieu of the cash security deposit and/or
letter of credit hereinabove provided, Tenant mway, at ita option, obtain
and deliver to Landlord a valid surety bond or bonds in a' sum equal to

. six (6) months Annual Rent, issued by & surety company or companies
reasonably acceptable to the Controller of the City of San Francisco and
in such form as reasonably approved by the Gity Attormey of the City of
San Francisco, which surety bonds shall be kept, at Tenant's own expense,
in full force and effect until the sixtieth (60th) day after expiration
or earlier termination of the Term of this Lease, as the same may here—
after be modified, renewed or extended, to insure faithful performance by
Tenant of all of the covenants and conditions to be performed or observed
by Tenant hereunder according to their true intent and meaning, including
but not limited to, provisions for payment of all rents, taxes, insurance
and other charges, and payment of all valid claims resulting Ffrom any
breach of this Lease, Said boand or bounds 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,

Y
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ARTICLE FIVE
Rant

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 Amnual Rental. For the Development
" Period, Tenant shall pay Landlerd as Amnnual Rent the sum of Twelve:
Thousand Six Hundred Dollars ($12,600.00),

(b) Annual Rent. Commencing with the end of the Development
Period and continuing during the Term and any Extended Term, Tenant shall
pay Landlord as Amnual 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. '

(e¢) Adjustment to Annual Rent.

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

(2) Calculation of CPI Adjustment. The periodic
adjustments to Minimum Annual Reut 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) amniversary 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 period commencing with the fifth (5th) anniversary
of the Commencement Date shall be the amount equal to the sum of: (i)
the Initial Annval Rent set forth im Sectiom 5.01(b); plus (ii) " the
amount derived by multiplying said Initial Annual Rent by the E£ractiom,
the numerator of which is . the Adjustment Date ‘Index Figure less the
Beginning: Imdex Figure, and the denominator of which is the Beginniung
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 adjustwent results in an adjusted Annual Rent which exceeds the
Initial Annusl Rent set forth in Section 5.01(b) by 30X or more, them the
Annual Rent for said five (5) year period commencing with the fifth (Sth)
anniversary of the Commencement Date shall be 130 of the Initial Annual
Rent set forth in Section 5.01(b), and provided further that Tenant may,
at ite 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 adjustwent shall be made
for purpases of caleculating the Annual Rent for the five (5) year period
commencing on the tenth (10th) anniversary of the Commencement Date. Far
such purpose,. the Beginning Index Figure zhall be the figure for the
Consumer Price Index last published immediately prior to the Fifth (5¢th)
smmiversary 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 Annusl. Rent for the five (5) year period commencing with the

1817



tenth (10th) ' anniversary of the Commencement Date ghall be the smount
equal to the sum of: (i) the Annual Rent payable during the tenth (10th)
Leage Year of the Term; plus (ii) the asmount derived by multiplying the
Aonual Rent payable during the teath (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 im 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 Temm 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 asueh reatal 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 Figore shall be the figute for the
Conpumer Price Index last published immediately prior to the teanth (10th)
anniversary of the Commencement Date, aad the Adjustment Date Index
Figure shall be the figure for the Consumer Price Index last published
immediately prior to the fifteenth (15th) anniversary of. the Commencement
Date. The Annual Rent for the ‘five (5) year period commencing with the
fifteenth (15th) anniversary of the Commencement Date shall be the amount
equal to the sum of: (i) the Apnual Rent payable during the fifteenth
(15th) Tlesmse Year of the Term; plus (ii) the amount derived by
waltiplying the Annmual Rent payable during the £ifteeath (15th) Lease
Year of the Term by the f£raction, the numerator of which ig the
Adjustment Date Index Figure less the Beginning Index Figure, and the
denominator of which is the Beginuing Index Figure, provided, however,
that in no event shall the Aonual Rent be adjusted downward, and provided
further that if the above calculation of CPI adjustwent results in an
adjusted 'Annual Rent whic¢h exceeds the Aonual Rent payable during the
fifteenth (15th) Lease Year of the Term by 30% or more, then the Annual
Rent for said five (5) year period commencing with the fifteenth (15th)
anniversary of the Commencement Date shall be 130Z of the Annual Rent
payable during the fifteenth (15th) Lease Year of the Term.

(d) The fourth auch rental adjustment shall be made
‘for purposes of calculating the Aunual Rent for the five (5) year period
commeneing on the twentieth (20th) anniversary of the Commencement Date.
For such purpose, the Beginning Index Figure shall be the figure for the
Congumer Price Index last published immediately prior to the fifteenth
(15th) anniversary of the Commencement Date, and the Adjustment Date
Index Figure shall be the figure for the Consumer Price Index last
published immediately prior to the twentieth (20th) anniversary of the
Commencement Date. The Annual Rent for the five (5) year period
commencing with the twentieth (20th) anniversary of the Commencement Date
ghall be the amount equal to the sum of: (i) the Annual Rent payable
during the twentieth (20th) Lease Year of the Term; plua (ii) the amount
derived by wultiplying 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 np event shall the Annual Rent be adjusted downwatd, and provided
further that if the above calculation of CPI adjustment vesults in an
adjusted Annual Rent which exceeds the Amnual Rent payable during the
twentieth (20th) Lease Year of the Term by 3® or worxe, then the Annual
Rent for said five (5) year period commencing with the twentieth {(20th)
aaniversary of the Commencement Date shall be 1307 of the Annual Rent
paysble during the twentieth (20th) Lease Year of the 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 tweaty~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 Consumér Price Index last
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published immediately prior to the twenty-fifth (25th) anmiversary of the
Commencement Date. The Annual Rent for the five (5) year period
commencing with the tweaty-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 duripg the
twenty-fifth (25th) Lease Year of the Term by the fractiom, the numerator
of which is the Adjustment Date Index Fipgure less the Beginning Index
Figure, and the denominator of -which ia the Beginning Index Figure,
provided, however, that in no event shall the Annual Rent be adjusted
dowmward, and provided further that if the ashove calculation of CPI
adjustment results in an adjusted Annual Rent which exceeds the Annual
Rent paysble 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
geventh rtental adjustment ghall be made for purposes of calculating the
Anpual 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) Thz Annual Reat for the Ffive year. perisd
commencing on the thirtieth (30th) anniversary of the Commencement Date,
shall be the fair warket rental determined pursuant to the procedures set
forth in Section 5.01(e) hereof with the Appraisal Date referred ta
therein being the twenty-ninth (29th) anniversary of the Commencement
Date., This adjustment to fair market rental commencing upon the
thirtieth (30th) aoniversary of the Commencement Date shall be mandatory
and Tenant shall not have the option of a CPI adjustment.

(ii) .For purposes of calculating the Annual
Rent for the five yvear period commencing oun the thirty-fifth (35th)
anniversary of the Commencement Date, the Beginning Index Figore 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 published immediately prior to the thirty~fifth (35th)
anniversary of the Commencement Date. The Annual Rent for the five (5)
year period commencing with the thirey-fiftrh (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 ie the Adjustment Date Index Figure lesa the
Beginning Index Figure, and the denominator of which is the Beginning
Index Figure, provided, however, that in no event sghall the Annual Rent
be adjusted downward, and provided further that if the above calculation
of CPI adjustment results in an adjusted Annual Rent which exceeds the
Annual Rent payable during the thirty~fifth (35th) Lease Year of the Term
by 30 or more, then the Annual Rent for said five (5) year period
commencing with the thirty-fifth (35th) anniversary of the Commencement
Date shall be 130% of the Annual Rent payable during the thirty~fifth
(35th) Lease Yeaxr of the Terw,

(g) If Tenant exercises its second optionm to extend
the term of this Lease pursvant to Section 3.02, then an eighth and a
ninth rental adjustment shall be made for purposee of caleulating the
Annual Rent for the five (5) year period commencing on the fortieth
(40th) anpiversary 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
commencmg on the fortieth (40th) aoniversary of the Commencement Date,
ghall be the fair market rental determined pursuant to the procedures set
Eorth in Section 5.01(e) hereof with the Appraisal Date referred to
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therein being the rhirty+ninth (3%h) asnaiversary of the Commencement
Date. This adjustment to Fair market rental commencing upom the Fortieth
(40th) anniversary of the Commencement Date shall be mandatory and Tenant
shall not have the option of s CPI adjustment.

(1i) Yor purpuses of ealculating the Annual
Rent for the five year peried commencing on the Fforty—fifth (45th)
anniversary of the Commencement Date, the Begiuning Index Figure shall be
the figure for the Consumer Price Index last published immediately prior
to the fortieth {40th) anciversary of the Commencement Date, and the
Ad justment Date Index Figure ahall be the figure For the Consumer Price
Index last published {mmediately prior to the Fforty-fifth (45ch)
annivergary of the Commencement Date. The Annual Rent for the five (5)
year period commencing with the Fforty-fifth (45th) amniversary of the
Commencement Date shall be the amount equal to the pum of: (1) the-
Annual Rent payable during the forty—£ifth (45th) Leask Year of the Term;
plus (ii) the amount derived by multiplying the Annual Rent payable
during the forty-fifth (45th) Lease Year of the Term by the fraction, the
numerator of which is the Adjustment Date Index Figure less the Begiuning
Index Figure, and the denominator of which is the Beginning Index Figure,
provided, however, that in no event shall the Aonual Rent be adjusted
downward, and provided further thak if the above calculation of GCPL
adjustment tesults in an adjusted Annual Rent which exceeds the Annual
Rent payable during.the forty—fifth (45th) Lease Year of the Term by 30%
or wore, then the Annual Rent for said five (5) year period commencing
with the forty—fifth (45th) anciversaty of the Commepcement Date shall be
1308 of the Annual Rent payable during the forty-fifth (45th) Lease Year
of the Term.

(3) Payment of Adjusted Aunual Rent. 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 tuo Tenant written notice of Landlord’'s determination of the
appropriate amount of adjusted Aonual Rent. Commencing upon the Ffirst
day of the month next following Tenant's receipt of Landlord's notice of
Landlovd's determination of adjusted Aonmual Rent, Tenant shall pay
Landlord adjusted Anpual Rent at the rate determined pursuant to Section
5.01(e){(2), subject to the provisione of Section 5,01(d)(3). In addi-
tion, subjeet 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 incressed aver. the
monthly installments psyable by Tenant for the praceding period, then on
. the first day of the month next following Tenant's receipt of Landlord's
notice of Landlord's determination of adjusted Annnal Rent, Tepant ghall
also pay to Landlord an awmount equal to the difference, if any, between
the monthly installments of Annuzl Rent determined pursuant to Section
5.01(e)(2) and the wonthly installments of Annual Rent paid .by Tensat
from the applicable Adjustment Date to the first day of the month next
following Tenant's receipt of Landlord's notice of Lindloxd's detarmi-
nation of adjusted Annual Rent.

(d) Optional Reappraisal of Minimum Annual Rent.

(1) Dpkicn. At Tenant's option, the Annual Rent may be
revised in accordance with the Following procedores om the Fifth (5th)
and twentieth (20th) anniversaries of the Commencement Date (each being
referred to as an "Appraissl Date") to an smount equal to the Fair market
vental of the Premiges, exclusive of Improvements, as of the Appraisal
Date, or the amount payable pursuant to-Sectiom 5.01(c)(2), whichever is
the lesser. Tenant shall exercise such optiom by written natice
delivered to Landlord within thirty (30) days after each Appraisal Date.

(2) Determination. Determination of fair warket rental
shall be based on the highest and best uwse of the Premises on the
applicable Appraisal Date subject to the provisions of this Ground
Lease, Within thirty (30} days after receipt of Tepant's notfce electing .
itg option to have the Anpual Rent adjuated by appraiesl pursuant to
Section 5.01{d)(1) above, Landlord shall give Tenant wuwritten notice of
Landlord's determination of the appropriate amount of the appraised
Annual Rent., If Tenant disagrees, it may submit the question of the
appropriate amount of the appraised Annwal Rent to arbitration in
sccorvdance with the provisions of Section 5.02 by giving Lendlord the

_Lo-.
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notice required by Section 5.02(a) within twenty (20) days after receipt
of Landlord's written determination. 1f Tenant doeéa not submit
Landlord's determination of the appropriste amount of appraised Annual
Rent to arbitrationm within the required period, Landlord's determination
gshall 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 Sectiom 5,01(b).

(3) Payment. If Tenant shall exercise its optiocn under
Section 5.01(d)(1) hereof, Tenant shall continue to pay Annual Rent at
the rate applicable to the preceding period until such time as Landlord
ghall deliver to Tenant written notice of Landlord's determination of the
appropriate amount of appraised Aanual Rent. Commencing upon the first
day of the month next following Tenant's receipt of Landlord's notice of
Landlord's determination of appraized Annmal Rent, Temant 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 is less, but in no event less than the Amnual Rent specified in
Section 5.01(b). In addifion, if the momnthly installments of adjusted
Annual Rent payable by Tenant shall be increased over the monthly
installmenta payable by Tenant for the preceding period, then on the
first day of the wonth next following Tenant's receipt of Landlerd'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(e)(2),
whichever is less, and the wonthly installments of Asmual Rent paid by
Tenant from the applicable Appraisal Date to the first day of the month
next following Tenant's raceipt of Landlord’s notice of Landlord's
determination of appraised Annual Rent. Notwithstanding the foregoing,
if Tenant elects to submit the question of the appropriate’ amount of
appraised Annual Rent to arbitration pursuant to Section 5.01(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 Reat. Commencing upon the first day of
the month uext following the date the arbitrators shall render their
written determination of appraised Ammual 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 specified in Section 5.01(h), 1Im
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 wmonth next:
‘Following the date the arbitrators shall render their written determi—
nation of appraised Annual Rent, Tenant ghall also pay to Landlord .an
gmount 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 wmonth 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 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 srbitrators shall
render their written determination of appraised Annual Rent, as the case
may be, Tenant may deduct from the next and succeeding installments of
Aanual 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) 1Independent Elections. Failure on the part of
Tenant to seek adjustment of Annual Rent to fair market rent shall not

restrict or preclude exercise by Tenant of its election with respect to
any subsequent Appraisal Date.
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(5) Base For Future Adjnstments. 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 ia again subject to adjustment to fair market rent s provided
herein.

(2) Annual Rent for Extended Terms.

(1) Determination, Determination of fair market rental
shall be based on the highest apnd beat use of the Premises on the
applicable Appraisal Date subje¢t to the provisions of this Cround
Lease. Within thirty (30) days after the applicable Appraisal Dare,
Landlord shall give Tenant written notice of Landlord's determination of
the appropriate amount of the appraised Annual Rent, If Tenant
digagrees, it wmay submit the question of the appropriate amount of the
eppraised 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 lLandloxd's written
determination. IE Tenant does not aubmit Landlord's determination of the
appropriate amount of uppraised Annual Rent to arbitration within the
required pericd, Landlord's determination shall be final. The decision
of the arbitrators shall be Finalj provided, however; that in no event
ghall the Annual Rent be less than the amount stated in Sectiom. 5.01(b),

{2) Extension of Term and Optlon Notice Period. In the
avent Landlord shall £ail to submit its determination of appraised Annual
Rent on or before the date which ia sixty (60) days prior to the date
upon which Tenant must deliver notice to Landlord of "its election to.
extend the Term pursuant to Section 3.02(a)(2) hereof, or if the matter
of appraigsed Anmual Rent shall have been subnmitted to arbitration
pursusnt to Section 5.01{e) (1) hereof, and the arbitrators shall not have
rendered their determination of appraised Apnual Rent on or before the
date which is thirty {(30) days prior to the date upon which Tenant must
deliver notice to Landlord of its election to extend the Term pursuvant to
Section 3.02(a)(2) herecf, then and in any such event, the Initial Term
at the preceding Extended Term, as the case may be, and the date by which
Tenauot must deliver notice to Landlord of its election to extend the Term
shall each be automatically extended ome (1) day for each day of any such
delay.

. . (3) Payment. Tenmant shall continue to pay Anmual Rent
at the rate applicable to the preceding period until such time as
Landlord shall deliver t¢ Tenant writtem notice of lLandloxd's
determination of the appropriate samount of appraised Annual Rent.
Commencing upon the first day of the month next following Tenant's
receipt of Landlord’s natice of Landlord's determination of appraised
Annual Remt, Tepnant shall pay Landlovd appraised Annual Rent at’ the rate
determined pursuant to Section 5.01(e)(1). In addition, if the mouthly
. installments of adjusted Annual Rent payable by Tenant shall be increased
over the monthly installments payable by Tenant for the preceding peried,
then on the first day of the mouth next following Tenant's receipt of
Landlord’'s notice of landlord's determination of appraised Annual Rent,
Tenant shall also pay to Landlord an amount equal to the difference, if
any, between the monthly installments of Annual Rent determined pursuant
to Section 5.01(e) (1} and the morthly installments of Annual Reant paid by
Tenant from tha applxcable Appraisal Date to the first day of the wonth
next follewing Tenant's receipt of Landlord’'s notice of Landlord's
determination of appraised Annual Rent. Fotwithstauding the E£oregoing,
if Tenant elects to submit the question of the appropriate amount of
appraised Annual Rent to arbitration pursuant to Sectiom 5.01(e)(2), cthen
Tenant shall coatinue to pay Annual Reént at the rate applicable to the
preceding period until asuch time as the arbitrators render their written
determination of appraised Annual Rent. Commencing upon the first day of
tha month next Following the date the arhitrators shall render their
written determinstion of appraised Annual Rent, Temant shall pay Landlord
appraised Annual Rent at .the rate determined by the arbitrators. In
addition, if the moathly installments of adjusted Anpual Rent payable by
Tenant shall be increased over the meonthly installments payable by Tenant
for the preceding period, then 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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aomount equal to the difference, if any, between the wonthly installments
of Annual Rent determined by the arbitrators and the monthly imstallments
o¢f Annual Rent paid by Tenant from the applicable Appraisal Date to the
first day of the mouth next following the date the arbitrators chall
render their written determination of appraised Aunual Rent. Anything
herein contained to the contrary notwithstanding, if the amount of Annual
Rent determined by appraisal pursuant to Section 5.01(e)(2) or by
arbitration pursuant to Section 5.02 ghall be less than the amount of
Anpual Rent paid by Tenant for the preceding period, then coumencing upon
the first day’ of the month next following the date on vhich Tenant shall
receive Landlord's notice of Landlord'e determination of appraised Anmual
Rent or the date on which the arbitratora shall render their written
determination of appraised Annusl Rent, as the case may be, Tenant way
deduct from the next and pucceeding installments of Annual Rent due, an
amount equal to the excess of the monthly installments of Annual Rent
already paid from the appliceble Appraisal Date to the date of
determination as aforesaid over the ammount of appraised Annual Rent as
determined purguant hereto,

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

A Change in Consumer Price Index.

(1) If the Index is chanped at sny time duripng the Term
go that the base year differs from that used to compute the Beginming
Index Figure, the Index shall bhe converted in accordance with the

convergion factor published by the United States Department of Labor,
Bureau of Labor Statistics.

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

5,02, Determination of Pair Harket Rental by Arbitration. If
Tensnt disagrees with any determination of fair market rental wmade by
Landlord uander Section 5.01, Tenpant shall have the nght to submit the
issue to arbitration as follows.

(a) Within twenty (20) business days after receipt of
Landlord's determination of fair market vental, Tenant shall give
_ Landlord written notice of intention to arbitrate, such notice to specify
the name and address of the person desipgnated to asct as arbitrator om
Tenant's behalf. The party so designated shall be qualified am provided
in Seetion 5.82(d). Failure to give writtem notice as above provided
within such twemty (20) day period shall coustitute an acceptance of
Landlord's determination of fair market rental.

(b) 1f landlord i not willing to have the issue of fair
market rental determined solely by the arbitrator selected by Tenant,
then Landlord shall so notify Tenmant in writing within ten {10) business
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days after receipt of the notice demand*mg arbitration given by Tenant as
provided in Section 5.02(a), such notice to specify the name and address
of the person designated by Landlord to act as its arbitrator and in sueh
case bath Tenant's arbitrator and Landlord's arbitravor shall jointly
determine the fair market rental in asccordance with this Section 5.02,
subject, however, ta the appointment of a. third arbitrator pursuant to
Section 5.02(c) hereof. The person ao designated by Landlord shall have
the qualifications specified in Sectiom 5,02(d). Failure on the part of
Landlord to wspecify its arbitrator within the time period and im the
marmmer set forth above shall comstitute agreement to have the issue of
fair market rental determlned by the persom deaignated by Tenant.

(¢) If the issue of faxr market vental is to be decemined
by a eingle arbifrator, the determination shall be made as diligently as
possible and the report of the arbitrator delivered to the parties within
thirty (30) days after expiration of the period of appointment of the
second arbitrator pursuant to Sactionm 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 agree upon the issue
of fpiy market rental to be determined. Tf the two arbitrators are

" unable to agree uvpon the question in issue within ten (10) business days
after the first meeting, they shall appeint a third arbitvator who shall
be 8 competent and impartial personm qualified to act in neccordance with
the provizions of Section 5.02(d). 1In the event the two arbitrators are
unable to agree upon a third arbitrator within fifteen (15) business daya
after the fitst meetmg. the partxes themaelves ghall select a third
arbitrator within a further period of tea {10} busimess days. If the
parties are unable to agree upom a third arbitrator within the required
period, either party, onm behalf of both, may request the Presiding Judge
of the Superior Court for the County of San Mateo, acting in his private,
non~judicial capacity, to appoint as the third arbitrator am impartial
person qualified to act in accordance with the provisious of Section
5.02(d} and the other party ghall not vraise 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) AIl arbitrators shall be qualified M.A,1. real estate
apypraisers familiar with the fair market value and rental of properties
similar to the Premises in the County of San Mateo who could be qualified
ag expert witnesses, over objection, to give opinion testimony addressed
to the issue in a court of cowpetent jurisdictiou.

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

(f) The arbltratora shall have the right to consult experts
and compe:ent anthorities skilled in fhe wmatters under arbitrvatiom, buk
any such consultation shall be made in the presence of both partims with
full right to crosg—examine. The arbitrators shall have a counterpark
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 eae¢h of the paxties shall prepare a written opinion of fair
market rental and the reagons therefor and give counterpart copies to
each party and each of the other arbitrators. Thae third arbittator shall
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arrange for a simultaneous exchange of the proposed rtesolutions. The
third arbitrator shall select which of the two proposed repolutions mask
¢losely approximates his determination of the isasue. The third
arbitrator shall have no right to propose a middle ground or any
modification of either of the two proposed reseolutions. The resolution
which the thivd arbitrator selects shall constitute the decigion of the
arbitratore and shall be final and binding upon the parties.

(h) ‘The judgement - or the sward reodered in any arbitration
initisted and conducted in accordance with this BSection 5.02 way be
entered in any court of competent jurisdiction and shall be final and
binding upon the parties, The arbitration shall be conducted and
determined in the City and County of San Francisco in accordance with the
then prevailing commercial arbitration rules of the American Arbitrarion
_Association or 1its succesgor excépt 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
sdministrative expenases to ZLandlord, the extent of which additiomal
expenge i3 extremely difficult and economically impractical to
ageertain. Tenant therefore asgrees that if Rent or any other payment due
hereunder from Tenant to Landlord remsmins unpaid ten (10) days after said
emount is due, the amount of such unpaid Rent or ather payment shall be
increased by a late charge to be paid te Landlord by Tenant in an amount
of Three Hundred Dollars (§300,00)., Tn addition, Tenant shall pay

jntevest on the amount of unpaid Rent or other payment af a rate of Five
percent (51) per year above the prime rate then charged by the Bank of
‘America of Sau Francisco, California or a successor comparable bank or at
the waximum rate permitted by law, whichever is lover, for each day the
Reunt or cther payment is delinquent. The amount of the late charge to be
paid Lapdlord by Tenant on. sny unpaid Rent or other payment plus any
acerved 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 o6r other payments on or
before the date on which they are due, nor do the terms of this section
in any way affect Landlord’s remedies pursuant to Section 17.03 in the
event said Rent or other payment is unpaid after the due date.

S.04  Additiomal Rept.

) (a) Percentsge Rental., From and after the Commencement Date
and continuing during the Term, Tenamt shall also pay aas Additional Rent
to Landlerd, without abatement, deduction or offset, the amounts
gpecified on the Percentage Rent Schedule attached hereto, warked
Exhibit D and incorporated herein by this reference, as applied to "Gross:
Revenues" as therein defined.

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

(¢) Aonual Statement., Within sixty (60) days after the
cloge of each Lease Year, Tenant shall furnish to Lapndlord a statement
cartified as correct by an officer of Tenant's Orchard Supply Hardware
dividion setting forth the {ross Revenues made in, upon or from the
Premises for the preceding Leasé Year (hereinafter said annual statement
is teferred to as the "Annual Statement™). Contemporaneously with the
delivery of such Annual Statement, Tenant shall pay to Landlord the
Parcentage Remtal, if any, due for the preceding Lease Yeaxr as caleulated
in sccordance with  the Percentage Rénmt Schedule attached hereto as
Exhibit '"D". In addition to the foregoing Annual Statement, within sixty

“(60) days after the expiration of Tenant's fiscal year, Tenant shall
furnish to landlord a statement duly certified by a certified public
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accountant npproved by Manager (which approval shall not be unreasonably
withheld) setting forth the Gross Revenues made in, .upon or fFram the
Premises during such fiscal year. landlord acknowledges that Tenant's
fiseal yesar may not coincide with the Lease Year established hereunder
and that the figure for Gross Revenues set forth in the Annual Statement
may not be the same as the figure Ffor 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 Remtal hersunder shall be
based upon Gross Reveuues as set forth in the Annual Statement and that
the pubmission of the additional annual statement for Tenant's fiscal
year ie for information purposes only and shall not inerease or otherwise
affect Tenant's obligation to pay Percentage Rental hereunder.

(d) Avdit of Gross Revenue Statements. If Tenant ghall at
any time cause 8 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 a copy of said audit without any cost or expense to
Landlord.,  Temant agrees that it will keep all source documents
supporting its records of Gross Revewues applicable to each Lease Year
for a period of twenty-four (24) months following the expiration of each
Lease Year and thereafter will retain sowmary financial statemeats
(including, but not limited to, ledgers and journals) for an additional
twelve (12) wonths, Tenaut further sgreea that Landlord or the agents or
vepresentatives of Landlord wmay annually inspect Tenant's records of
Gross Revenues, such inspection to be conducted at the accounting offices
. of Tenaat's Orchard Supply Hardware division, wherever much offices are
now or heresfter located, provided such inapection is made within
thirty-gix (36) months after the Annual Statement of Gross Revenues is
mailed or delivered by Temant to Landlord snd such inspection shall be
limited to the period c¢overed by such Amnval Statement. In addition,
Landlord way, in connection with its inspection of Tanant's records,
employ an independent firm of Certified Public Accountants to verify
Tenant's reports of Gross Revenues for such year and if such sccountants
shall determine that Temant has underpaid irs obligation for Percentage
Rental to the extent of three (3%} percent or more for any such Lease
Year, Tevant shall, in addition to paying Landlord “the deficiency, alao
pay the cost of the audit, Any claim by Landlord for revision of any
Annval Statement of Gross Revenues or for additional rent, which claim is
not made to Tenant within thirty-eix (36) wonths after the date whenm such
Annual Statement of Gross Revenues is mailed or delivered to Landlord,
shall be deemed and hereby is waived by -Landlerd.

(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 ro any person or persons, Ffirm ot
corporation, the amount of sales wade by Tenant in or from the Premises
except such disclosures as wmay. be absolutely required (i) to its
employeea or agents in the normal course of its business, (ii) to its
auditors, (iii) to bona fide lending institutions and/or purchasers, (iv)
in judieial or arbitration proceedinge, or (v) in response to a valid
subpoena.

5,03 Net Leasse. The Rent payable by Tenant heresnder shall be
abaolutely net to Landlord. Except as atherwise expressly provided
herein, Tenant shall pay and discharge without abatement, set-off,
deduction ox defense, all taxes, assessments, insurance premiums,
construction casts, operating and maintenance charges and other amounts,
lisbilities 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, Agssessments aud Qther Expenses

6.01 Payment by Tepant. During the Term Tenant shall pay, at
least ten {10) daye before delinquency and hefore any fine, interest,
penalty or other charge shall become due:

(a) All real property and possessory interest taxes,
personal property texes, genecal and special assessments (including,
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without limitation thereto, ascessments for benefits from public works or
improvements, whethar or not begun or completed prlor to the Commencement
Date and whether or mot to be completed within the Term), 1ev1es, feesg,
rente and other charges of every description which at any time arise with
respect to, or are levied on or assessed against (i) the Premises or any
part - thereof including personal property located on the Prewmises or
within the improvements, (ii) the construction, possession, ownership,
occupancy, operations, use, repair, restoration or reconstruction of the
Premises or any part thereof, {iii) the Rent reserved or payable
hereunder or under any sublease, of (iv) this Ground Lease, the leasehold
estate or any subleasehold estate created heresunder, whether belonging to
or chargeable against Laundlord or Tenant;

(b) All other taxes, assessments, -levies, fees, rents and
other éharges of every description whick, 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 Sectionm 2.02 hereof) 'or any
part thereof, or imposed on Lsndlexrd or Tenant (including, without
limitation, reimbursement of Landlord for any such  taxes paid by
Landloxd) 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 epplicability to real
property or to the owners of real property or to rental income than they
do te 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. Inm addltxon, Tenant may take the benefit of
any law allowing assessments to be paid in installments and in such event

Tenant shall only be liable for such installments of assessments due
during the terxm hereof;

(¢) Any gross receipts or similar taxes levied on, assessed
agalnst, 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 aasset of Landloxd, 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, asalgnment or use of the
Premises or amny part thereof by Tenant;

(e) All other costs, charges, amounts, liabilities, expenses

and obligations incurred or payable from time to time durlng the Term by
reason of, or im any manner counected wich, or arising out of (1)
Tensnt's estate or intexest 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, ownerahlp, occupancy, operations, use, management: ,

maintenance, repair, rtestoration, reconatruction or replacement of the

Premises or any part thereof.

- Tenant acknowledges and understands that this Ground Leasge
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 asassessed 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
proviaions hereof, Tenant shall only be responsible for the payment of
those real property taxes, assessments, possegsory interest taxes and
other taxes and impositions assessed or levied solely against the
Premises as herein described (and. exclusive of =all other premises or
parcels of property).

6.02 Exclusion of Net Income Taxes and Related Taxes. Nothing
herein contained shall impose upon Tenant the obligation to pay any
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frapchise, corporate, estate, inheritance, succession, capital levy,
transfer or other tax imposed upon Landlord and measured by Landlord's
net income ot revenue, or a formula derived therefrow, ot:her than taxes
levied on, assessed against or neasured aolely by "gross receipts'
congisting of the Rent, aubject to the provisions of Sectiom 6.01(c}
abova.

6.03  Proration of Rents. All taxes, ascessments, levies, fees .and
other charges levied on, or assessed against, the Premises shall be
prorated and apportioned between Landlord and Tenant for the tax year in
which the Term commences and fot 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, laevy, fee oy other
charge payable in vhole or in part by Temant hereunder, or to sgeek a
reduction in the asaessed value of the Prem.ses, or any part thereof, by
appropriate proceeding diligently ec¢onducted in good faithj provided,
however, that Tenant shall indemnify and defend Landlord againet,. and
gave Landlord harmless from and shall protect the Premises from, any
lien, eclaim, demand, lass, cost, liability or expénse arising therefrom.
In the event Tenant undertakes army such contest, Tenant may withhold or
defer payment or pay under -protest; provided, however, the prier to
delinquency Tenant shall deliver to landlord a bend in an amount equal to
one hundred fifty percent (1508) of tbe contested charge together with
the estimated amount of fines, interest, penalties and other charges
which may become due thereom, issued by a corpovate gurety sccaptabls Eo
Landlord, and a protecting Landlord and the Premises from any line,
claim, demand, loss, cogt, liability or expense which Landlérd or the
Premises wight suffer’ or incur as a consequent o¢f the withheld or
protested payment, Upon termipation of any. such contest, Tenant shall
pay the amount finally determined to be payable, together with all Fines,
interest, penalties or other charges incuxred or payable as a rtesult
thereof.

ARTICLE SEVEN

Tmprovement of the Premises

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

7.02  Conditiom of the Premises and Right to Use, Tenant has
relied, and herveafter shall rely, entirely on its own iaveatigation with
regpect to all matters pertaining to the Premises, the physical condition
thereof, the right to wvwse the Premises and governmantal actions or
_ approvals applicable ta or potentially affecting the condition or use of
the premises. Landlord makes no covenant or warranty with respect to the
condition of, or the right to use, the Premises including, without
limitation thereto, the condition of the soil or eubsoil, the coendition
of the existing improvements, compliance of the existing improvements
with building, health, safety and similar lawas, ¢odes or regulations, the
right of Tenant to use the Fremises Ffor 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 Premisea or potentially affecting the condition or wuse of the
Premisea. Anmy repredentation or warranty of Landlord as to any matter
gffecting the conditions or use of the Premimes, whether express or
implied, is negeted and no such representatxon 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
Gommencewent Date to make soil, structural engineering and such other
tests as Tenank counsiders 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 iz unable to obtain
a certificate of occupaney for the operation of u home improvement center
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retail store with am outside sales area, nursery and pick-up area, then
Tenant, at any time thereafter, may, st Teunant's option, terminate this
Lesse by written notice to Landlord, provided, however, that in such
avent, Landlord shall be entitled to retain the §12,600 deposit
heretofore paid to landlord pursuant to that certain Invitation to Bid
for development and operation of the Premises and submitted to Landlord
on or about October 5, 1983,

~ 7.0% Permit Applications, In comnection with Tenauk's .application
for permit or permits to the -City of Millbrae and other appropriate
agencies pursuant to Sectionm 7.02(d), Landlord agrees to cooperate and
join with Tenant in .applying for such permit or permits, wherever such
action is necessary and required by law; provided, however, that Tenant
ghall indemnify and’ hold Landlord harmless from any costs or expenses in
connection therewith. Wotwithstanding anything to the contrary herein,
Landlord shall wot be obligated to grant or to join in conduct which:
would result in a dedication of easements or rtights of way for any
purpose, inmcluding the dedication of open space.

7,04 Protectios of Lendlord 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 California Civil Code Bection
3106 or any comparable. atatute in effect when the work begins, undertaken
upon the Premises. Tenant shall not suffer or permit to bhe enforced
against the Premises, or any part thereof, any mechanic's, materialman's,
contractor's or subcontractor's lien arising from any such work of
improvement. However, Tenant may in goed faith and at Tenant's sole cost
snd expense contest the validity of any asserted liem, claim or dewand,
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 Landloxd harmless from,
all liability and loss of any kind arising out of work performed on the
Premiseg by or on behalf of Tenant, together with reasonable attorneys'
fees and all costs and expenses incurred by Landlord in pegotiating,
settling, defending, or otherwise protecting against such claims.

(b) ‘Landloxd’'s Right ta Discharpe Lien. If Tenant has not
recorded the bond described in California Civil Code Section 3143 or
otherwise ncted to protect the Premises onder .any alternative or
successor statute, and if a final judgment has been rendered against
Tenant by a caurt. of competent jurisdiction for the foreclosure of a
mechanic’s materialman’s, contractor's or subcountractor's lien claim, and
if Tenuut has failed to stay the executian of the judgment by lawful
meand or to pay the judgment, Landlord shall have the 'right, but unot the
-duty, to pay or otherwise discharge, stay, or prevent the execution of
any such judgment or lien; and all sums so paid, andfor any costs
incurred by Landlord in comnection therewith, plus interest thereon at a
rate of five percent (5%) per year sbove the prime rate then charged by
the Bank of America at Sen Francisco, Califormia or a auccessar or
comparable bank, or at the maximum rate permitted by law, whichever iy
lower, shall be deemed to be Additionel 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 rendsr Landlord liable. for any loss or damage
arising therafrom.

ARTICLE. EIGHT-

Use of Demised Premisea

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

8.02., Compliance with Laws. At its sole cost and expense Tenant
shall comply, and shall cause the Premises to comply, with the laws,
atatutes, ordinances, orders, rules, regulations and requirements of the
federal, atate and City governments, and all sappropriamte departments,
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comnission, boards and officers thereof, whi¢h affect the Premises, the
improvements thereon, or any part thereof, whether ordinary or
extraordinary, including these which require Cthe wmaking of any
atructural, unforeseen or extraordinary changes, whether presently within
the contemplation of the parties or ronstituting a change of governmental
policy, and irrespective of cost.

8.03. Contest of Laws. Tenant ghall have the right at its gole
cost and expense to contest the validity of any law, statute, ordinance,
order, rule, regulstion orf requirement affecting the Premises, the
improvements thereon, oxr amy part thereof, by appropriate proceeding
diligently conducted in good faith; provided, however, that Tenant ghall
defend and indemnify lawdlord sgaiust, and hold Landlord Harmless From,
any and all lisbility, loss, cost, damage, injury or expense (including,
without limitation thereto, attorneys’ Fees and litigation costs) which
Landlord may sustain ar suffer by reason of Tenant's failure or delay in
complying with, ot Tenant's contest of, any such law, statute, ordinawce,
order, rule, regulation or requirement. Landlord shall have the right,
but not the obligation, to contest by appropriate proceeding, at

Landlord's expense, any such law, statute, ovdinance, rule, regulation or
requirement.

8,04, No Abatement of Rent. Tenant shall mot be eatitled to any
abatement, diminution, reductian 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 governments, or of any other causes beyond the
contral of Landlord, -except =za expressly othervise provided harein,

ARTICLE NINE

Assignment

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

(a) "Assigoment™ shall .include, witbout limitation thersto,
ariy sale, assigoment, transfer or other disposition of all or any portiom
of Tenant's estate under this Ground Lease or of Tenant's interest in the
improvements thereon, whether voluntary or involuntary, and whether hy
operation of law or otherwise. The term “smssigrument” shall also include
ady transfer, or the aggregate transfer, during the Term, of the
ownership interests in Tenant as follows:

(1) if Tenant is a corporatiom, (i) any dissolurien,
merger, consolidation, or otlier reorganization of Tenant, or (ii) a sale
- of more than Eifty percent (5(%) of the value of the mssets of Tenant, or
(iii) 1if Tenant is a corporation with fewer thaun five hundred (500)
ghareholders, the sale or other transfer of a controlling percentsge of
the capital stock of Tenant. "Controlling percentage" wmeans the
ownership of, and the right to vote, stock posseasing at least f£ifty’
percent (50%) of the. total combined voting power of all classes of
Tenant's capital stock isgued, outstanding and permitted to vore for the
election of directors}

: (2) 4if Tenant is a trust, the tranafer of more than
fifty percent (3) of the bensficial interat of Temant, or the
diggolution of the trust; ) .

(3) if Tenant is a partnership or joint venture, tLhe
vithdzawal,” of the transfer of the interest, of any general partner or
joint veanturer, or the diesolution of the partnership or joint venture;

(4) if Teasat is composed of tenmants-in-common, the
transfer of the interest of any co-temant, or the partition or
dissolution of the co-tenancy.

(b) "Permitted Assignment™ shall mean:

(1) An Assignment to amy partnership or joint venture
of which Temant ie a general partner or joint venturer and retains,
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pursuant to the terms of the partnership or joint venture agreement,
active and controlling management of an operacional reaspounsibility for
the Premises; or

(2) The acquisition of Tenant's estate under this
Ground Lease by & Hortgagee or purchaser at a foreclosure sale pursuant
to the provigions of Sectioms 11,02(3) through (72 or

{3} An assignment to: (&) Tenant's parent corporation;
or (b) to another subsidiary of Tenant's parent corporation; or (¢} to an
affiliated corporation; or (d) to a corporation under common control with
Tenant's parent corporation or another subsidiary of Temant's parent
corporation; or (e) any corporation into which Tenant may merge or which
may result iun the consolidation of Tenant with any other corporation; or
(£) any corporation or entity to which Tenant sells ov assigns all or
substantially all of its assets. The provisions of this paragraph shall
apply to amy assignment by operxation of law as well as to any trensfer or
agaignment resulting from the tranafer of the corporate stock of Tenant.

. 9.02, Qualified Right of Assipument. Subject to the provisions of -
Secting 9.03 and 9.04, Tepant shall have the right, without the priox
written consent of Tandlord, to agsign its interest in this Ground Lease
to a Permitted Asgignees. Tenant ghall nor assign its interest in this
Ground Lease to any assignee other than a Permitted Assignee without the
prior written ¢onsent of Landlord. The congent of Landlord shall not be
unreasonably withheld; provided, however, that, in Landlord's ressonable
judgmeni, the proposed assignee is financially and othevwise able and
qualified to perform and discharge all of the obligations of Tenant

under, and otherwise comply with thé texms, covenants, and conditmns of,
this Ground Lease,

9.03. Conditions Precedent to Agsignment. Any assignment by Tenant
of its interest im this Ground ZLease including, without limitation
therets, any Permitted Assigoment other than an acquisikion of Tenant's
estate under this Ground Lease by }{ottgagae or purchagser at a foreclosure
gdle purseant to the provisions of Sectioms 11.02(3) through (7), shall
be subject to each and all of the Following condirions precedent:

(a) Notice. Tenant shall give Landlerd ar least ninety (90)
days written notice of the proposed assignment which shall include the
name, address and legal description of the proposed assignee, Tenant's
full and cowmplete computation of excess consideration pursusut to Sectien
9.03(f) and such other information ae may be necessary or appropriate to
astabligh to the satisfaction of Landlord that the proposed assignee is
either a Permitted Assignee or financially and otherwise able and
qualified to perform and diacharge the obligations of Tepant under, and
otherwige comply with the tetms, covenants aud conditions of, this Ground
Lease.

(b} No. Default. Tenant shall not be in default vnder this
Cround lease eithar at the time the foregoing notice iIs given or at the
time the assignment is consummated.

(¢} Written Assigmment. The proposed asgignment shall be in
a writing duly executed. and acknowledged by Tenant sund' the proposed
agsignee and otherwise in recordable Form.

(d) Aseumption of Tenant's Obligatiouos. The written
apsignment shall provide that the proposed agaignee assumes the
obligations to be performed or discharged by Tenant and agrees to comply
with all of the terms, cavenants and conditions hereof.

{e} Delivery of Executed Originsl. The proposed assignment
shall not become effective until auch time as Tenant has deliverad to
Landlord a duly executed and acknowledged origimal of the written
assignment. .

(£) Participation In Excess Considerstion. As a condition
to approval of any proposed assignment pursuant to Section 9.02, Fifty
percent (50%) of the “exoess congideration therefor shall be paxd ovar
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to Landlord. For purposes hereof, the temm "excess consideration' shall
meari the amount by which the total consideration received by Tenant for
the agsignment (whether paid directly or indirectly, in cash or.in kind,
in installments or lump sum) exceeds (i) the amounts required to he paid
hereunder, and (ii) brokerage commissions in customary amounts imcurred
in connectionm with the assignment. Consideration paid Ffor improvements
to the portion of the Premises subject to an agsignment shall be retained
by Tenant. Any dispute between the parties coucerning computation of
exeess consideration, including, but without limitation, the question of
allocating consideration paid for an mssignment betyeen amounts paid for
improvements and amounts paid' for assignment of this Ground Lease, in
whole or im part, shall be determined fair market rental set forth in
Section 5.02, with Landlord to be the party to initiate the proceeding by
demanding arbitration of Tenant's proposed allocation.

9.04, "No Waiver., Landlord's failure to objeet, or to refuse to
conget, or Landlord's written consent, to an assigoment shall not be
deemed to be a comsent, or a waiver of Landlord's right to object or
refuse to consent, to any further assignment. :

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

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

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

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

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

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

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

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

ARTICLE ELEVEN
Encumbrances

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

(1) The instrument of encumbrance shall apply sgolely to
Landlord's iaterest 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 oblipgate Landlord for payment in whole or in part of any such -
loan or any part thereof. )

(2) Tenant shall not be in default Ain 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 portiom of the
Premises to be 8o encumbared;

(4) The proceeds of the 1loan shall be disbursed as
development and constructiom progresses with customsry and usual
constraints and controls concerning disbursement of funds to assure that
the funds are applied properly for development and construction of
improvements upon the portion of the Premises so encumbered;

(5) The principal of the loan secured by the encumbrance
shall not exceed the lender's estimated value of the interest to be
encumbered a3z of completion of the improvements or the cost of
construction and development thereof, whichever is the less;

(6) The loan gecured by such encumbrance ghall be payable in
full not later tham two (2) years after the date of the encumbrance;

{7) Interest on the unpaid principal amount of the loan
secured by the encumbrance shall uot exceed three percent (3%) per annum
in excess of the "prime rate" (comstituting the rate charged by the
lender to its best covporate customeras) 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 ta such loan shall not exceed three percent (3%) of
the principal amount thereof;

(9) tUnder the terms of the lomn agreement, Landlord shall
have the right (a) ro 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 &teps. are necessary to protect its interest in the
Premises; : :

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

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

constitute a waiver of any other right may have by reason of any such
default.

11,02, Teasehold Encumbrances by Teunant. Tenant, may, without the
consent of Landlord, mortgage or otherwise encumber all or a portion of
Tenaut's leasehold estate in the Premises provided that (i) the Mortgage
or encumbrance shall not affect or become a lien upon Landlord's fee
egtate in the Premiges, and (ii) the Mortgage or encumbrance shall be
subject to each and every one of the following terms and conditionas:

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

(2) Hotices. Tenamt shall notify Landlerd in writing of the
uame and address of the holder of any such Hortgage or encumbrance and
shall fotrward to Landlord a copy of the instrument evidencing such
Hortgage or encumbrance within tem (10) days after it is recorded,
Landlord ghall mail or deliver to the HMortgagee or other lienholder a
duplicate copy of any and &ll written notices vhich Landlord may from
time to.time give to or serve upon Tenant under and pursuant to the Lerms
and provisions of this Ground lesse including, without limitarion
thereto, notice of default or breach by Tenant hereunder;

(3) Hortpapgee's Rights to Cure. A Mortgagee or .other
lienholder way, at its option, at any time hefare 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 Leasa ot
cure ay other defsult 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 ackts parformed by Tenant,
Any Mortgage constituting an encumbrance on all or a portion of the
Tenant's interest in the Prewmises may be ao conditioned as to provide
that as between the holder thereof and Tenant, the helder, upon curing
- any default on the part of Tepant, shall thareby be subrogated to any ar
all of the rights of Tenant under this Ground Lease;

) (4) Moctpagee's Right of Possession. The holder of a
. Hortgage or other encumbrance om 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 Graund Lease to be paid or performed
by Tenent in accordance with the provisions of Section 11,02(3) may enter
into possession of that portion of the Premisea affected by the Mortgage
or encumbrance without first having assumed the obligatioms of Tenant -
under thia Ground lease;

(5) Mortpagee's Pomsesaory Obligations. Should the holder
of a Mortgage or other encumbrance om all or & portion of Tenant's
interest acquire all or any part of such interest in this Ground Lease by
foreclesure, agsignment in lieu thereof, or as a result of any other
action or remedy provided for by the Mortgage or other encumbrance, or by
law, the holder therecof ghall take Tenant's interest subject to all of
the provislons of this Cround Lease and shall so long as, but ouly so
long as, it shall be the owner and in pogsession of the leaseholder
estate, assume personally.the obligations of this Ground Laaae;

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

(i)} Cure the default or breach if the same can be cured
by the payment or expénditure of money or, if the default or breach is
not 8o curable, if the Mortgagee or other liecholder commences and
thereafter diligently pursues foreclosure or private sala pursuant to the
Mortgage or othér encumhrance in the manner provided by law; and

(ii) TFrom and after commencement of foreclosure pays and
performs all obligations required to be paid and performed by Tanant
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 e¢ncumbrance, or umtil such Mortgage or
other encumbrance shall be released or reconveyed.

{7) Forsclosure Or Sale. Foreclodure of a Mortgage or other
encumbrance, or any sale thereunder, whether by judicial proceedings or
exercise of power of sale in the Mortgage or encumbrance, or any
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conveyance of its . interest from Tenant to the Hortgagee or other
lierholder through, or in liew of, foreclosure shall nor require the
consent of Lapdlerd or constitute gz defsault under this Ground Lease.
Upon such Ffoteelosure, sala or conveyance Landlord shall recognize' the
Hortgagee or other liemholder, or -any purchaser at a foreclosure rale, as
Teriant hersunder. In the event the Mortgagee or other lienholder becomes
the Tenant undar this Ground lease, the mortgagee or other lienholder
ghall be personally Lliable for the obligations of Tepant under this
Ground Leagse only s¢ leng as it remsing Tenant hersunder. While the
Mortgagee or other lienhelder iz the Tenant under this Ground Lease its
right to assign this Ground Lease shall be subject to the provigions of
ARTICLE NINE, In the event the Hortgapee or other lienholder
subgequently assigns its interest under thiz Ground Lease after acquiring
Tenant's interest by foreclosure, or by acceptance aof ‘an asaigmnment in
lieu of foreclosure, and in connettion with such assignment takes back a
Hortgape encumbering such interest to secure payment of the purchase
prica, the Mortgage shall be subject to, and the Mortgagee shall enjoy
the rights and be entitled to enforce the terms, covenapts and conditions
. of, this ARTICLE ELEVEN and sny other provisions .of this Ground Lease
included for the benefit of =z mortpagee of sll .or portions ot‘ Tenant's
interest in the Premises. :

(B) ¥Wo Release of Tenant. Except as expresaly otherwise
provided in this Ground Lease, no foreclosure, assigoment or sale of
Tepant's leasehold estate, or assumption of the obligations of Temant
under this Ground Leasse, by a Mortgagee or other lienholder, or
aceeprance of Rent by Landlord from a Mortgagee or other lienholder,
shall relieve, release or in any manner affect the liability of Temant
hereunder; :

(9) Request TFor Notice Of Default. Immediately after a
Mortgage or other encumbrance onm all or a portion of the Tenant's
interest in the Premises is rvecorded, Tenant, at its own expense shall
¢avse to be duly recorded & request that Landlord receive written nstice
of any default and/or mnotice of sale under the Mortgage or other’
encumbrance. In addition, Tenaut shall furnish to Landlord complete
copies of the Mortgage or other encumbrance and the note ot other
obligation secured thereby,

11.03, Other FEncumbrances. FExcept as otherwvise 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 pot be construed sg a consent by, or so
as to relieve Tenant from the obligation to obtain the express written
consent of, Landlord to any further Morxtgage or encumbrance ather than &
permitted Hortgage ar euncumbrance under Section 11.02.

ARTICLE TWELVE

Waste Aond Ingpection

12.01, Waste and Unlawful Use. Tenant shall not wmake or suffer any
waate or aay unlawful, improper, or offenaive uge of the Premises.

12.02, Inspection. Landlord, its employees or sgents, shall have
the Tight at all reasonable times during the Texrm to enter the Premises
to determine whether Tenant's covenants herein are being fully obaerved
and, performed provided thast Landlord shall give Tenant st least:
‘Borty-eight (48) hours advance notice of any such entry and no such entry
way be wade without an agent or representstive of Tenant being present at
the time of such entry.

ARTICLE THIRTEEN

JInsurance

13.01. Public Liability. At all times during “the. Term Tenant
shall, at Tenant B gole cost and expense, obtain and maintain a policy or
policies of ouner's, landlord’s and tenant's coomprehensive general public
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liebility {imsurance covering, without limitation thereto, (i) fire
demage, {(ii)} water damage, (iii) owned, non~owned and hired automobile,
(iv) contractors, (v) contrectual snd, if applicable, (vi) host liquor,
(vii) elevator, (viii) garage keeper'e, (ix) producte, and (x) completed
operations lisbility, naming as insureds and separately protecting
Landlord, its efficers, agents, employees and members of the Commission,
and Temant, as their interssts may appear, against any liability to the
public, or to the occupanta of the Premises, their sublessees, and their
respective family members, guests, invitees or licensees, incident to the
ovmership, 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 Landldrd, or any fixtures or equipment located wpon or within the
Fremises, or in or sbout any streets, sidewalks and passageways located
within the Premises except to the extent cassed by ajy dangerouas
condition or amy negligent act or ouwisaion of Landlord, its employeesg,
members, officers, agents, invitees, licensees or contractors. ULimits of
liability under such insurance for bodily injury or death shall be not
less than Two Million Dollars ($2,000,000,00) per occurrence; and for
property dawdge not less than Twe Million Dollars ($2,000,000.00) per
occurrence, EBach polieyt (i) shall be issued on 3 comprehensive
1iability bamis, shall be crosa-liability andorsed so as not to prejudice
the rights of a named insured with regpect to .any action against another .
named ineured; (ii) may be maintained under blanket policiea; and (iii)

ehall further provide for a full waiver of subrogationm by the insurer as

to any and all claims against the nawed iInsureds and their respective

agents and employees, and of all defenses based on acts of the inaureds .
or the existence of co-insurance. Tenant shall pay all premiums thereom

when due, and shall, {mmediateély upon receipt, .deliver to Llandlord

certificates of insurance evidencing such covarage. Not more frequently

than once every five (5) years during the Term Landlord shall -have the

tight to require Tenant to increase the amounts of such coverage if

Landldxd, in . ita reasonable judgmeut, determines that an 1increase is

necessary and if the amount of the c¢overage required by Landlord is

congistent with the requirements generally imposed under grownd leases of

similarly improved California real property.

13.02, Additional Insureds, Each of tha insurance policies
required to be obtsined and maintained by Temant pursuant to this ARTICLE
THIRTEEN ghall name as additional insureds the City and County of San
Francisco, its officers, agents, employees and members of the Commission,
and may name a&s an additional insurad any Mortgagee provided, however,
that nothing contained in this Section 13.02 or the Mortgage shall
relieve Tenant of any of its insuxance obligations-te Landlord hereunder
or give Tepant or a Mortgagee any right to use and/or receive insurance
proceeds nther tham in accordance with the provisions of ARTICLE
SEVENTEEN of this Ground Lease. '

13.03, Notice of Cancellation ovr MHodificarion. Bach of the
insurance policies required to be obtained and maintained under this
ARTICLE THIRTEEN shall provide .that the insurer may net cancel, amend or
refuse to renew the policy withour Eirst giving Landlord thirty (30) days
prior written notice by certified or registared mail.

13.04. Waiver of Subrogation. Either Landlord or Tanant mey abtain
and maintain policies of insurance other than those required to be
obtained and msintained by Tenant hereunder; provided, however thar any
such  policy shall, comply with the provisions applicable to ingurance
policies obtained and maintained under this ARTICLE THIRTEEN, Landloxd
and Tepant waiva, on their own behalf and on behalf of their respective
ingurers, any claim and on behalf of their respective insurers, any
claim, or right of subrogation to’'a claim, by ome against the other, or
its agents or employees, arising from any loss, damsge, lisbility, cost
or ‘expense to the exteat it is covered by a policy of insursnce
applicable tq the Premisze or any part thereof or the respective rights
and duties of Landlord and Tenant snd/or to the extent Landlord or Tenant
is a sgeli~insured. FEach policy of insurance applicable to the Premises
or the respective righty and duties of Laudlord and Tenant shall provide
for the waiver hereinabove set forth. In the event either Landlord or
Tenant digcovers that spuch a waiver is wot 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 independenkt contractor and not as an
agent or employee of Landlord, as the word “employee" is defined in the
Workerg' Compensation Act of the State of California., Tenant covenants
that none of its officers, apents or ewployees are employeeas of the City
of San Francigeo and further covenants to provide Workers Compensation
insurance, with ewployer's lisbility limits of unot less than §1,000,000
for each accident, and such social security and unemployment compensation
" benefits as may be required by law, and will, upon written request,
furnish to Landlord reasonable avidence of such coverage.

ARTICLE FQURTEEN

Indemnification and Won-Lighility of Landlord

14,01, Indemnification and Defemse. As used in this Bection 14.01,
the term "Landlord" ghall include, in addition to the City and County of
San Francigeo, the Public Drilities Commission of the City and County of
San Frencisco, "and its or their respective board wemberg, offices,
employees, servants and agents. . Except to the extent caused by any
dangerous conditien or any neglipent act or omission of Landlord, its
employees, officers, agents, licensees, invitees or contractors, Tenant
ahall indemnify and defend Landlord against, and hold landlord harmless
from, any and all liabilities, obligations, losses, dawages, fines,
penalties, clsims, demands, suits, actions, causes of actiom, charges,
judgments, coats and expenses {(including all reasonable architecta' and
attorneye' fees and court costs) of any nature whatscever which may be ’
iposed wpoan, incurcred or paid by, or &sseried againet Landlord, Tenaut,
the Premises or any interest therein by veason of, arising from, or in
cormestion with any of the following occurring during the Term:

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

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

(3) Any construction, reconstruction, . changés or -
alterations or or te, or any ‘work or thing done in, on or about, the
Premises or &ny part thereof including, without limitation thereto, the
construction of improvements, or anything done in connection therewith;

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

(5) Violation of Tenant of any contrasct or agreement to
vhich Tenant is s party or any restriction, statute, law, ordinance or
regulation, in each case affecting the Premises, or any part thersof or
the ownerahip, oc¢cupancy, use possession, operation, tepair, maintesance
or wmanagement of the Premises.

In the event any action or proceeding tha 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 im writing by Landlord. :

14.02. Legal Expenses. When Landlord is the prevailing party,
Tenant shall pay, &nd indemnify Landlovd against, all legal costs and
charges including, without limitation thereto, veasonable attorneys'
fees, paid or incurred by Lasndlord in obtaining posseasion of the
Premizes after default of Tenant or wupon expiration or earlier
termination of this Ground Lease, or. in enforcing anmy covenant or
condition herein contained, When Tenant is the vprevailing party,
Landlord shall pay, and indemnify Tenant against, all legal costs and
charges includipg, without limitation thereto, reasonable attorney's
fees, paid ov incurred by Tensnt in enforcing any covenant or condition
herein contained. '
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ARTICLE FIFTEEN

Default Provisions

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

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

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

(c) Either (i) the appointment of a teceiver or trustee to
take possession of all or substantially all of the sssets of Tenant, or
(i1) any sction or proceeding commenced by or against Tenant under any
insolvency or bankruptey act, or under any other atatute or regulation
having as its purpose the protection of ereditors, which 1s 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 unotice (or such
longer period as may be specified by applicable bankraptey law or order
of the bankruptcy court) given to Tenant and the trustee in bankruptey.
If under the applicable law, Tenant or the trustee im bankruptey has the
right to affirm this Ground Lease and continue to perform the obligations
of Tenant hereunder, Tenmant or the trustee shall, within the time period
permitted by the bankruptcy court, cure all defaults of ‘Tepant
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 1limiting the generality of the
foregoing, Tenant or the trustee in bankruptcy shall assure Landlord that
the Rent required to be paid or discharged by Tenant shall be paid or
discharged in full at the times and in the manner herein specified. The
provisions of this Section 15.01{c) have been included in this Ground
Leage 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 Premiseas to attachment, execution ot other levy,
or to seizure under legal process, if not released within thirty (30)
days;

(e) The apsignment, mortgage or encumbrance of thies 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 persom, firm or corporation other than Tenant except
in the manner permitted hereunder; ’

(£} The failure or refusal of Tenmant to perform or observe
any othear covenant, comndition or requirement of this Ground Leasse not
hereinbefore in this Section 15.01 specifically addressed.

15.02. Notice and Right to Cure. As a precondition to purauing any
remedy for an alleged default by Tenant [except foxr a default described
in Section 15,01(e) ], Landlord shall, before pursuing any remedy, give a
notice of default to Tenant which shall specify in detail the alleged
event of default. If the alleged default is the nonpayment of Rent to be
paid or discharged by Tenant hereunder, Tenant shall have three (3)
business days after notice of default ig 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 asuch default shall reasonably take more than
thirty (30) days to cure, Tenant shall commence the same within the
thirty (30) days and diligently prosecute the same to completiocn.

15.03. Lendlord's Remedies. If any defavlt by Tenant shall
continue uncured for the period specified and following & 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. Imn
such event this Ground Lease and the Term hereof, as well as all of the
right, title and interest of Temant hereunder, shall wholly c¢esse and
expire at the hour of 12:01 A.M. of the day after the day on which the
notice of termination is given, or at such later day and time as Landlord
may specify in the notice of termination, in the same manner, and with
the same force and effact, as if such date were the date originally
specified herein for the expiration of the Term, Tenant shall quit and
aurrender the Premises to Landlord on such date; provided, however, that
notwithstanding the surrender, Tenant shall remain liable as specifically
hereinafter provided. 1In the event Landlord gives Tenant notice of
termination as hereinabove provided:

(s) Landlord, or Landlord's agents, employees or servants,
may on the termination date specified herein or in the notice of
termination, or at auy time thereafter, reenter the Premises and remove
Tenaut, its agents, employees and servants, and all or 4oy of its
property, by any suitable action or proceedxng at law, and repossess and
enjoy the Premisesj and

{b) Tenant shall also pay to Landlord .all costs and expenses
which Landlord may then or thereafter incur in comnection with the.
" termination, rteentry, removal and repossession; and

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

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

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

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

(4) The "worth at the time of award" of the amounts
referred to in Sectious 15.04(c)(1) and (e)(2) above shall be computed by
allowing interest at the legser of five percent (5¢) per year abave the
prime rate then charged by the Bank of America at San Francisco,
California, or a successor or comparable bank, or the maximum rate
allowed by law. The '"worth at the time of award" of the amount referred
to in Section 15,04(c)(3) above shall be computad by discounting such
amount at the discount rate of the Federal Reserve Bank of San Francisco
at the time of award, plus one percent (11).

(5) As used herein, the term "time of award" shall mean.
exthe the date upon which Tenant paya to Landlord the amount recoverable
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by Landloxd as hereinabove. met forth or the date of entry of any
determigtion, order or judgment of any coutt or other legally constituted
body determining the amount recovarable, whichever firat occurs.

15.05, Refusal to Terminate. Landlord shall have the right to
refuse to terminate this Ground Lease amd/or accept the surrender of the
Premigses after expiration of the applicable cure period. In such event
the obligation of Temant tp pay or discharge all Rent to be paid or
digcharged hereunder shall continue weatil the expiration or earlier
temination of this Ground Llease. 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 eue for the
installments of Rent required to be peid or discharged by Tenant under
thig Ground Lesse 'as and when the same shall become due,

15,06, Landlord's Right to Cure. 1If Tenant shall fail, rafuse or
-neglect to pay the taxes, assessments or other charges levied against the
Premisen or any mortgages, liems or encumbrances, the judicial sale or
which will affect the fee estate of Landlord in and te the Premises, then
after expiration of the applicable euvre peviod, or before the expiration
of the cure pericd in the event of an emergency, Landlord shall have the
right, but got the obligation, to make any payment tequired to be paid or
discharged by Tenant under any note eecured 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
ragessments (subject to the right of Tenant to contest the same and to
withhold the payment of the sama pursuant te Section 6.04 hersof) and the
amount so paid, and/or any costs or expenses incurred by Landlerd in
connection therewith, plua interest thereon at a rate of five perceat
(5%} per year above the prime rate then charged by the Bank of America at
San Francisco, Californiz, or a successor or comparable bank, or at the
naximum rate permitted by law, whichever is lower, shall be deemed to by
Additionsl Rent payable by Tenant with the next succeeding installment of
Rent. Ne guch payment, performance or complisuce by Landlord shall
constitute a waiver of default, or of any right or remedy for default, by
Landlord, ox vender Landlord 1liable for any lass: or damage arising
therafrom.

15.07.  Availability of Remedieas. The rights and remedies Ffor
default provided to Landlord under this ARTICLE FIFTEEN shall not be
exclusive.  Landlord shall have, and may exercise, any and every right
and vemedy hevein or by law provided in such order and manner as Landlord
may, in Landlerd’s sole discretion, detertmine.

15,08, No Waiver.. No failure by landlord to insist upon strict
performance of any term, covenant or condition of this Ground Lease or to
exercise any right or vemedy. provided herein or by law as a consequence
of default, and no acceptance of full or partial payment of Reut during
the contiouanee of any default, shal comnstitute & waiver of the default,
or Landlord's right to insist upon the strict pecrformance of any such
term, covenant or coudition, or Landlord's right to exercise any right or
‘remedy with respect to the default or any subsequent defmulr.

ARTICLE SIXTEEN

Damage and Destruction

16.01. Casualty. If the improvementa located oun the Premises or
any part thereof are damaged or destroyed due to any cauwse whether
insured or uninsurved, Tenant sghall, within two (2) years thereafter,
either (i) repair, restore or -replace the damaged -or- destroyed
improvements, or (ii) cause the demsged buildings to be demolished and
the Premises to be restored to a level and clean condition free uof
rubble, vreckage and debris. Any insurance ox compensation awarded or
paid by reason of such damage or destruction shall be utilized For the
purpose of repairing, restoring or replacing the damaged or destroyed .
improvements or for purposes of rasing and clearing the Premises. AIl
proceeds of any insurdnce or compensation awarded or paid by reasom of
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any damwage or destruction shall be the sole property of Tenant, and
Landlord hereby assigns to Tenant any and all right, title and interest

Landlord may now or hereafter have or claim in and te any such inaurance

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) If at any time during the Term, all of the Premises is
taken or damaged for any publie 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 lieuw of eminent domain, then this
Ground lease shall terminate. All Rent to be paid and discharged by
Tensnt under this Ground Lease shall be prorated as of the date title
vests in the condemnor.

(b) 71f, after the execution of this Leanse and prior to the
expiration of the term hereof, any public or private authority shall,
under the powsr of eminent domain, mske a taking, or Landlerd ghall
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 subtemants 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 public streets or between the buildings and improvements
constructed upon the Premises and all remaining parts of the parking and
common areas; or

. (iii) tbe remaining portion of the Premises shall not be
gufficient in fize to permit the construction and/or operation of a

building thereon in an economically feasible basis as contemplated under

the pitovisions of this Lease;

then Tenant may, at its election, terminate this Lease by giving Landlord
wotice of the exercise of Temant'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 Sectiom, this Lease and the term
hereof sball cease and terminate as of a date not less than thirty (30)
nor more than ninety (90) days after the date of Tenant's mnotice to
Landlord of its election to terminate this Lesase, 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
thin Lease.

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

(a) Tandlord ehall 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 said award or awsrds including, but not
limited to, any award fov the value of Tenant's ledsehold estate, all
buildings, improvements and site improvements, trade fixtures aund
equipment, shall be paid to Tenant.

17.03, Partial Condemnation. IF at any time during the Term, a
portien of the Premises is condemned, and this Ground Lease shall not be
terminated pursuant to the provisions of Section 17.01, this Ground lease
shall texmminate as to the portion taken, and all Annual Rent to be paid
ov discharged by Tenant under this Ground lease after the date title
vests in the condémmor ' shall ba reduced in the proportiom which the
surface area of the land condemned bears to the total surface area of the
land constituting the Premises immediately prior to the condemnation.
The award for partial condemnation applicable to that portion of the
Premises shall be paild to landlord, as trustee, for the Account of
Landlord and Tenant and/or eny Mortgagee of Tenant, aa their respective
interests way appear. Landlord shall apportion the proceeda between
Landlord on the one hand, and Tenaat or Tenant's Mortgdgee on the -other
hand, pursuant to the provisions of BSection 17.02; provided, however,
thst tandlord's portion of tha award for partial condemnation shall be
determined with respect to the condemned portion of the Premises, only.
In such event, Tenant shall restore the Premises and the improvements
located thereon as nearly an possible to the condition inmediately prior
to the ¢ondemnation. .

ARTICLE EIGHTEEN

Surrender of the Premisas

18.01. Surrender in Good Coudition and Repair. Upon the expiration
or earlier termination of this Ground Lease For any reason whatsoever
(other than aequisition of title by Tenant or loss of title by reason of
condemnation), Tenant shall surreader the Premises to Landlord with all
improvements thereon in good order, condition. and Tepair, (except for
reasonable wear and tear or as othexwise provided herein) or with the
Premises in a level and clean conditionm with 511 iwprovementa 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 Fremises or in or upon
any buildings or improvements thereon shall remain in Tenant, and upon
the expiration or earlier termination of this Ground Leasa the same may,
and upon the demand of Landlord shall, be removed and any resultant
damsge to the Premises shall be repaired by and at the expense of Tenant.

ARTICLE NINETEEN

Sale Or Trausfer of Premizes

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 thig Lease, pgiving the name and address of the
assignee or new owner, as the case way be, and instructions regarding the
payment of rent. In the event of any transfer or aesignment of the
Landlord’s intersst in this Lesse or any change in, oxr transfer of, title
in and to the Premises or =any part thereof, whether wvoluntary or
involuntary, or by act of Landloxrd or by operation of law, Tenant shall
be under no obligation to pay rents or other charges payable by Tenaumt to
Landlord hereunder, thereafter accruing, until Tenant shall have been
notified in writing of auch transfer, assigmment or change in title and
given satisfactory proof thereof, and the withholding of renks or other
charges payable by Teoant te Landlord hereunder, in the wesutime aball
not be deemed a default upon the part of the Temant, If Landlord sells
or transferg all or any portion of its eptate din the Premises, on
congummation of tha psle or transfer Landlozd shall be releesed from any
liability thereafter accruing under this Ground Lease. Any guccessor in
interest to landlord shall take Landlord's estate in the Premises eubject
to each and every ona of the conditions set fotth in Section 11.01 of
thia Cround 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 diecharged from any faurther
liability with respect. thereto. .

ARTICLE TWENTY

Miscellaneous

20.01. Notices. All notices, demands and' requests required or

permitted under this Ground Lease shall be in writing and ghall 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 Franciseco, California 94101

TO TENANT: " ¢fo Orchard Supply Hardware
1555 §. Seventh St.
$an Jose, California 95112
Att: Director of Real Estate

With a copy to:

W. R. Grace & Ca.

1114 Avenne of the Americas

Few York, New York 10036

Att: Senior Vice President, Real Estate -
Retail Group

*TO HMORTGAGEE: At the most recent address furnished to
Landlord in writing by Tenant or the Mortgapee.,

Notices, demands and requests given to Laudlord, Tenant or any
Mortgagee in the manner aforesaid shall be deewed to have- been received
for all purposes hereunder upon personal delivery or forty-eight (48)
hours after deposit in any post office or branch post office regularly
maintained by the United States Govermment. Landlord, Tenant and amy
Hortgagee 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 continucusly waintain in the County of San Mateo or the
City and County of San Francisco an office for recept of notice hereundex
and service of process in any action arising under this Ground Lease or
related to the Premises.

20,02. Severability of Provisions. 1If any term or provision of
this Ground Lease, or the application thereof to any person or
circumstance, shall be invalid or unenforcesble, the remainder of this
Ground Lease, or the application of such texm or provision to persoms or
circumstances other  than those as to which' it is invalid or
unenforceable, shall not be affected thereby.

20,03, Entire Agreement. This Ground Lesse conntirutes the entire
agreement and understanding between the parties with respect to its
gubject matter and the Premises. There are na other agreements,
understandings, representations or warranties, either written or oral,
with respect theceto. This Ground Lease shall not be modified or gmended
except by ‘a subsequent writing ewecuted by the parties.

20,04, Approvals snd Consents., Whenever any provision of this
Cround 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, Hesdings. The headings of the Articles and Sections of this
Ground Leage are for convenience or reference only and are not a part of
this Lease,

20,06, Number and Gender. Whenever the context requires, the
eingular number shall include the plural, the plural the aingular, and
the uge of any gender shzll include all genders. :

20.07. Short Form Lease. Upon the Commencement Date (or earlier if
required to accommodate Tenant's fignéing a8 contemplated therein),
Landlord and Temant shall execute a Short Form Ground Lease substantially
in the form attached hereto as Exhibit E and cause the original thereof
to be recorded in the Official Records.

20,08. Successors. Subject to the provisions of this Ground Lease
on agsignment, each and all of the terms, covenants and conditions of
this Ground Lease shall be binding on and inure to the benefit of the
heirs, successors, executors, administrators, assigns and personal
representatives of the respective parties.

20.09. Commigsion. Landlord and Tenant represent and warrant to
the other that it has not had any contact with a third person which could
result in any claim against the other for a broker's finder's or similar
fee or commission in connection with this Ground Lease; and each of
Landlord and Tenant ghall indemnify and defend the other against, and
hold it harmless Erom, any claim for a broker's finder's or similar fee
or commissica &rising out of its coutscts with any third person in
comnection with this Ground Lease.

20.10. Nou-Discriminatory Emwployment Practices. The provisions of
Chaptera 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 curremntly in force being
attached hereto, marked Exhibit F and incorporated herein by reference
thereto,

20/11. Ko Conflict of Interest, TLandlord shall not, and shall not
be required to, pay auy money or provide any other considération of anmy
kind whatsoever or employ, contract with or sublease to or with any
person or entity if such payment of money or provision .of other-
consideration would violate or have a reasonable likelihood of violating
any law, etatute, directive, regulation, decision or opinicn now or
hereafter enacted or promulgated by landlord, the City and County of San
Francisco, the State of California, or any governmental, public or
judicial body, agency or department relating in any manner to conflict of
interest or if such payment or provision of comsideration is to an entity
which has discretionary authority or power of any kind over the
development, use, or occupancy of the Premises or any part thereof or
with respect to the enforcement or interpretation of this Ground lLease.

20.12. Waiver of Future Right to Acquire lLandlord's Fee. Tenant
acknowledges that Landlord has elected to enter inte 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 Landlowd, and for the
benefit, health, safety and welfare of the residents of the City and
County of San Framcisco including, without limitation thereto, in order
to be in a position to meet the needs of future generations. In
cousideration for Landloxd's willingness, and in order to induce
Landlord, to enter into this Ground Lease, Tenant hereby irrevoeably
waives any and all rights it might otherwvise have under any law
hereinafter enacted by the federal, state or city governmeats which would
otherwise entitle Tenant to acquire, or succeed to, Landlord's fee astate
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 comsideration 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 ave 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 observxng 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 amy other
persons lawfully claiming by, through or under Landlord.

20.16 TForce Majeure. In the event that Tenant ghall be delayed or
hindered in or prevented from the performance of any act other than
Terant ‘s oblxgatlon to make payments of rent, additional rent, and other
charges required hereunder, by reason of attxkea, lockouts, unavail-
ability of materials, failure of power, regtrictive governmental laws or
regulations, riots, insurrections, the act, failure to act, or default of
Landlord, war or other reason beyond ite control, then performance of
aneh 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
ghall not be deemed to be a cause beyond control of Tenant.

20,17 Waiver of Landlord's Lien., Landlord shall wnot 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 rent, default by Tenank,
or any other reason whateover.

IN WITNESS WHEREOF, the partié¢s hereto have set thelr
lands and seals the day and year £irst above written.

APPROVED AS TO FORM: . "Landlord"
GEORGE AGNOST CITY AND UNTY OF SAN FRANCISCO
City Attorney By Bub ties Commission

B h;é ( é gmﬂ‘ﬁ [ %Qﬂ({— By
HeHORRTS M. DOW RUDOLF NOTHENEERG

Utilities General Counsel General Manager of Public
Utilities

Authorized by Public
Utilities Commi

sion
Resoluti No. % "'/1?3

Adopted
Romaine 5. Boldtldge
Secretary ’
“Tenant™
GRACE RETAIL CORPORATION
(SEAL)
Attest!

EizzAamL&cldm, /K;é f;ixJA4 By, oo &
Assistant Secretary - Edward H. Tutun

President
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EXHIBIT A-1

DESCRIPTION OF PREMISES

A1l of that real property situate in the City of Millbrae, Cuunty of .San
Mateo, State of Galiformia, described &s follows:

Beginning at 8 point distant North 39°14 West, S50.08 feet from the
intersection of the boundary line between the C.M.P. Coleman 175.20 acre
tract and the Cuztodio Silva 168 acre tract and said point beiog distant
South 53°46' West, 51.63 feet from the westerly line of the lands of
Southern Facific Railroad Company. Thence North 39°14' West a distance
of 255.56 feet; Thence South 53°46' West a distance of 292,25 feet;
Thence North 34°52'55" West a distance of 75,02 feet; Thence South 53°46!
West 428.24 feet, wote or lees, to the northerly lipe of ElL Camino Real;
Thence along aaid northerly line south 46°5}' East a distance of 336.00
feet; Thence leaving said northerly line and running parallel to and
distant 50 feet wmeasured at right angles northwesterly from said line
between C.H.P. Colemsn 175.20 acre tract and said Custodio Silva 168 acre
tract, North 53°46' East a distance of 670,00 feet, more or less to the
POINT OF BEGINNING, ’

Containing 4.7505 acres of lahd, more or leas.
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EXHIBIT A~2

DEBCRIPTION OF INGRESS & EGRESS FASEMENT

All that certsin real property situate in the City of Millbrae, Cownty of
San Mateo, State of California, descridbed as follows:

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

gan Francisco leased to Orchard Supply Hardware in the City of Millbrae,
County of San Mateo, State of California and proceeding along the mortherly
line of said lands North 53°46° East a distance of 79 feet to the TRUE POIRT
OTF BEGINKING: thence continuwing along said northerly lire Korth 53°46° East),

a distance of 42 feet; thence North 36°14" West s distance of 2.0 feet; thence
along & curve to the right with a radius of 4 feet from 4 tangent.bearing of
South 33°46' West, through a central sngle of 90° for s distance of 6.28 feet;
thence North 36°14' West a distance of 9.46 feat; thence along a curve to the
right with a radius of 6 feet, through a central argle of 102°12'05" for a
distance of 10.70 feet to a point of reverse curve; thence along a curve to
the left with a radius of 147.0 feet, through a central angle of 6°59746",

a distance of 17.95 feer; thence North 36°l4' 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 35944'37" for a
distance of 74,86 Faet, to a point of reverss curve; thence along a curve o
the left with a radius of 213.0 feet, through a central angle of 30°07'30", a
distance of 111,59 feet, to a point on the northerly line of El Cawino Real;
thence along said northerly line South 46°53' East a distance of 64.45 feet;
thence along 8 curve to the right with a radius of 18.0 feet, from a radial .
bearing of South 73°15'36" East, through a central angle of 23°01'43" for a
distance of 7,23 feet; thence North 39°46'07" East a distance of 10.77 feet:
thence along a curve to the right with a radfus 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 4 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 & central angle of 90°, for a distamce
of 6.28 feet; rhence South 36°14' East a distance of 2.0 feet to the TRUE
POINT OF BEGINNING. ’

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

SURVEY
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PUBLIC UTILITIES COMMISSION

CITY AND COUNTY OF SAN FRANCIBCO

RESOLUTION Noga"ﬁ‘?%

HHERRAS, the San Francisco Water Department owns
approximately 4,752 acres of land at 950 Bl Camino Real in
Willbraa, California, which is excede to the Watar Department's .
prasaﬁt needs, and

WHERRAS, purauvant to the terms and conditions of Commisgion
fesolution Hoa, 82-310, adopted July 27, 1982, the Water
Gapartment published an invitation for sealed bids for the
purpose of awagding a ground lease of maid premises for thicty
{30} years for commercial use and qn other tecrms and conditlons

»
&

+T

o
AL

I

provided £or

3

roposed laasey and
WHEREAS, sealed bids were regeived by the Water Department
trom Orchard Supply Hardwara, Lucky Stores, Inc., and KTR/C&H,

"which bids included the following minimum annual lease rentalst

Orchard Supply Hardware $150,000 s
Lucky Stores, Inc. ‘ $144,000
ETH/CEH $136,000

and -

WHERBAS, the values of the thzee bids and the e
qualificationg of all three bidders have been éonsidered by
Coumission in order to determine the successful biddatr; now,
therefore, be it '

RESOLVED, that this Commission hareby dwards to'Otcﬁard
Supply Hardware, as the highest, raespongible, quaiified bldder, a
ground lease for comwercial use of approximately 4.752 acres of
land at 950 Bl Camino Real, Willbrae, California, coples of which

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

CITY AND COUNTY OF BAN FRANGISGO

RESOLUTION No.

thirty (30) years and at the minimum rent and ovarage and on the
other terms and conditlons contained {n said lease, subject to
contirmation by the ciity‘a Board of Supervisors; and be it
‘ FURTHER RESOLVED, that City's Board of Bupervisors be
gequeastad to approve, by ordinance, award of said ground lease:
and be it
FURTHER RESOLVED, that upon &pproval by the Boacdk of

Suparvizors, tha General Hanager of Public Utilities is hereby

“authorized and directed to execute maid leage.

%083C

I horety certify that the foregaing resvlution was adopled by the Public Utilitiss Commission

" ab its mesting of  NOVEMBER P 8 1983

. Secretary, Public Utilities Commission  \ ¢
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EXRIBIT C

EXCEPTIONS TO TITLE

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

2. General and Special Taxes for the fiscal year 1382-83,
First Installment $34.95 PAID :
Second Inatallment $34.95
Code Area 14-1 AP, #0893 220 01

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

Affects the Northeasterly 6 feat,

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

[ URDERGROUND CONSTRUCTION AGREEMENT by and

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

Dated . Ockeber 25, 1957

Recorded : October 30, 1957

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

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




EXHIBIT D

PERCENTAGE RENT SCHEDULE

Tenant agrees to pay to Landlord as "Percentage Rental," an
amount equal to one and- one-quarter (1-1/41) percent of Gross Revenues
(as hereimafter 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 (1X) percent of Gross Revenues made,
in, on or from the Premises during each Lemse 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 wade, im om 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
lLease Year shall be deemed to-mean the mmount equal to the mnnual Rent
applicable to such Lease Year, divided by the number '.0125%: the "Second
Grosg Seles Base" far each Lease Year shall be deemed to mesn the amount
equal to the eum of the First Gross Sales Base applicable ta 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 Tenent shall pay as Percentage Rental hereiinder an amount

equal to one and one—quarter (1~1/4%) percent of Gross Revenues

made in, on or from the Premises duting such Lease Year in

excess of $12,000,000 up to $17,000,000 of such Gross Revenues;

one (1) percent of Gross Revenues made in, on or from the

Premises during such Lease Year in excess of $17,000,000 up ta.
$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 serviceas sold or rendered in the Premises by Tenant,
whether at retail or wholesale, whether for ‘cash or on a charge, credit
ot time bagis (without reserve or deduction for inability or failure to
collect) leas the selling price of any goods returned by dny customer (to
the extent that the selling price of any such returned goods has been
ineluded 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 proceads 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 wade 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 asports events (but including all commissions and fees paid to
Tenant in connection with the sale of such tickets);

2. All sumg representing so-called pales taxes collected directly
from customers, baged upon present and future laws of the State or
local govermment and collected by Tenant im the .operation of its
business on the Premises, and any other tax, excise or duty which is
levied or assessed against Teoant for any Federal, State, Municipal
or local suthority based on sales of specific merchandise sold on or
from the Premisesy; whether or not the amount thereof is pagsed on
to, or collected by, Tenant from. any purchaser thereof;

- 41~
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3. The transfer of merchandise by Tenant, or a subsidiary of Tenant,
from the Premises to another atore or a place of businegs ouned or

operated by Tenaunt, 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 vouchars are
vedeemed for merchandise at the Premises (whather said certificates
"or vouchers vere initially sold by Tenant at cthe Premises or by
Tenant at asnother location), then the retail price of the goods
alloceble to such redemption shall be included in Gross Revenuwes)

5. VDonatiens or sales at discount of wmerchandise to nonprofit
charitable and religious institutions;

6. Service charges, finance charges, interest and digscounts
attributable to "charge accounts" and credit cards to the extent the
esme are paid to Temant by customers of Tenant, or to the extent the

sawme are paid for by Tenant to, or charged to Tenant by, credit card
companies; and .

7, Charges for labor performed by independent contractors outside of
the Premises and arranged by Tenant's 'Home Improvement’ and
"ecorations” Departwent, but including the receipts from the sale of
merchandige from the Premises in connection therewith, ’

- 47 -
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EXHIBIT E

SHORT FORM GROUND LEASE

HNE:qz
3/1/83

flecording Requeated By
And When Racorded Raturn To:

T TN e MR b e e W W M@ e ke O D e e W M G e ey s il e et e d

950 EL CAMING REAL
HILLERAE, CALIFORNIA

SHORT FORM OF -
GROUND LEASE

This GROUND LEASE is made thim day of

. 1983, by and batween the CITY AND COUNTY
OF SAaN FEANClséO. a muniéipal corporation, ucting through
its Public Utilitiea Commimsion (the QConmisnlon") {*Land-
loxd™y, and

(YTenant¥).

RECITALS:

Thig Ground Leass is mada and enterad onm the bhasisa

of the following facta, underatandings and intentions of the
partiaea:

A. Landlord is the owner of all that certain real

proparty ("the Premises®) situated in the City of Millbrae,

~- 43 -
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county of San Hateo, State of Crlifornia, particularly
describaed in Exhibit §~h3§eto.
B. Tenant deslires to hire the Premises !roé

Landlord in “as is* condition and to have the right to aerect

nevw improvements thereon.

C. Lindlord is willing to lease the Pramigsaes to

‘Tenant and to grant Tenant the right to ersct therson new
improvements [subject to, and in accordance with, all applic-
able laws and iequlationl and the provisions of this Ground
Laase, }; provided that :anant at its ocwn cosat and'expenzo.
remova, relocats or reconstruct on adjacent rxaal prxoperty of
Landlord cextain parking facilities located on the Premises,
{definad in Section 2.07 balow), all in accordance with

written plans and spacifications of tandlord and in a manner
satisfactory to L&gdldr&.

D. Tenant is willing to remove, ralocats or

reconstruct on adjacent raal p:oparfy of fandlord said
paiking facilities and improvements a® required by Landlord
pursuant to Section 2.07 below.

NOW, THﬁREFORE. in conpideration of the mutual
covenants énd'promisas herein containad, Landlord laasen
to FTenant and Tenant hires from Landlord tha Premises upon
the terse and conditions set forth in that certain Ground
Lease hearing aven date herswith all of which is incorpo-

rated herein by reference, for m tarm of forty (40) yeara

- U ~
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from the Commencement Date of ¢ with

Tenant having the right te axtend tha Term for an additional

period of ten (10) years wmubject to all the terms, covenants

and conditiona contained in the Ground Laase.
IN WITNESS WHEREQOF, tha partiss harato have exa-

cuted this Short Form of Ground Leasa the day and year firat
above written.

APPROVED AS TO FORM: “Landlord™ -
" GEORGE AGNOST

CITY AND COUNTY OF SAN FRANCISCO
City Attorney

By Public Utilitles Commimsion

By By
MCeMORRIS M, DOW .
Utilitiea Ganeral Counsel

RUDOLF NQTHENBERG
General Hanager of Public Utilities

Authorized by Public "Tenant®
Utilitier Commimsion
Regolution No.

kdopted

Atteat: BY,
Romaina 3. Boldridge its
Sacretary

~ 45 -
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(Grﬁund Lease) A
APPROViNG AWARD OF GROUND LEASE BY PUBLIC UTILITIES COMMISSION
."FOR A TERM OF MORE THAN TEN YEARS. - ‘
Be it ordained by the People of tﬁe City and County of San
Fréncisco: |
Section 1. Award by the Publie Utilities Commission on

Grace Retail Corporation

November 8, 1983, to QFIFHiA ANpblY JUAFAMALS, 2 Delaware

o

corporation, as the highest, qualified bidder, of a‘ground lease
of‘4‘757 acres of\Nater Departﬁent land in Millbraé, California,
for a term in excess of ten years and having anticipated revenue
'to’the City and County of San Francisce of §$l million or more, is

' hereby approved;

- APPROVED AS TO FORM ¢ - RECOMMENDED:

GEORGE AGNOST, City Attorney =~ PUBLIC\URTTLIES COMMISSION

Y,
S ( 7T -

s e frrmn Oy D 2y
Utilities General Counsel General Manager of Puolic
: - : : Utilities

vt
$L16C, SR ;

829
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Passed for Second Reading
Board of Supervisors, San Francisco

APR 16 1984

P R P R T R LI IR A B P

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

HALKER s or

ARD |

e
"i
AN SN

L A LR A I R R e v

I
'
-~ 3

v .
Absent: Supervisors....”.!

{ Sp&#w_ws
DR I I I N S R RS e

File No. Approved’

Read Second Time and Finailly Passed *

B?\eﬁl gfﬂswﬁviaors, San Francisco |

| ~ (I
Ayes: Supervisors ~anj» Hongisto, Kennedy,
Kogp, Maher, Molinari, Nelder, Renne, Silver, .

Ward.

“evrv ey
'

I hereby certify that the foregoing ordingnee was - i

finally passed by the Board

of Supervisors of the
ity and County of
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' PUBLIC UTILITIES COMMISSION

CITY AND COUNTY OF BAN FRANCIBCQ

RESOLUTION N°83"U‘333

'

WHERBAB, the 8San Prancisco Water Départmant owns
approximately 4.752 acres of land at 950 ELl Camino Raal in
Hillbrae, Californis, which is excess to the Watac Dapartment ‘s
ptéaent neade, and ‘

WHEREAS, pursuant to the terms and conditions of Commisaion
Ragolution Ho. 82-310, adopted July 27, 1982, the Water
Departmant published an invitation for sealed bids for the
pucpose of awarding a ground lease of aaid-premisea for thirty
{30) years for commercial use and on other terms and conditions

provided Eor in the proposed leasey and

WHEREAS, sealed bids were received by the Water Department

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

which bids included the following minimum annual lease rentalsi

Orchard Supply Hardwate $1%0,000- ¢
Lucky &tores, Inc. "'$144,000
" ETH/CeH $136,000 :
and 2 ' o - “
QHEREAS. the values of the three bids and the v

qualifications of all three bidders have been conaidered by
Commiseion In ordeg to dotermine the successful bidder; now,
theralore, be it

RESOLVED, that this Commisuion hereby awarda to Orcﬂard
Supply Hardware, as the niqhest, responsibie, qualified pidder, a
ground lease for éomme:cial uge of approximately 4.752 acres of

land at %50 Bl Camino Reml, Hillbraa, Califognta, coples of which

lease ara on file with the Water Department, gqor the term of

831
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PUBLIC UTILITIES COMMISSION

CITY ANIF COUNTY OF BAN FRANCIGCO

RESOLUTION Now,

thirty (30} years and at the minimum rent and overaga and on the
other terms and conditions contained in said lease, subjact te
confirmation by the éity's Board of 3Jupervisera; and be it
FURTHER RESOLVED, that.City'a Board of Supetvisors be
requested to approve,; by ordinance, award of gaid ground leasaj
and be it ' |
FURTHER RESOLVED, that upon approval by the Board of

Supesvisors, the General Manager of Publlc Utilities is hexeby

authorized and directed to execute said lease,

3083C

I hereby ceriify fhal the foregoing resolution was adopted by lhe Public Utilities Commitsion

at l!.! mgstmg of ND VEMBER 8 1g83

Drmani (| B 45@%

Secretary, Public Utilities Commusian
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(Ground Lease}

3

APPROVING AWARD OF GROU@D LEASE BY PUBLIC UTILITIES COMMISSION

FOR A TERM OF MORE THAN TEN YEARS.

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

Section 1. Award by the Public Utilities Commission on

' Grace Retail Corporation
November 8, 1983, to Qrihdyd/ QUnbIA /RAFBALE, a Delaware -

Fat ik s A 2 ol < ™ 4

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

te the City and County of San Francisco of $1 million or wmore, is

hereby approved.

APPROVED AS TO FORM: RECOMMEBNDED:
GEORGE AGNOST, City Akttorney PUBLICAULITLIES COMMISSION

r
? !

By \ Y e ){W Qi/iﬁﬂf“‘ By

Utilitles General Counsel

General Manager of Public
~Ukilities

4
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SHORT FORM OF GROUND LEASE

This GROUND LEASE is made nas of this Zzﬁ]ﬂday of E>§§5235 ,

1984, by and between the CITY AND COUNTY OF SAN FRANGISCO, a municiﬁal
¢orporation, acting thréugh its Public Urilities Commi;sion (the
"Comnigsion") ("Landlord™, and GRAGE RETAIL CORPORATION, a Delaware
corporation having an office at c¢fo Orchard Supply Hardwa;e,
1555 S. Seventh St., San jose, Califprni; 95112 ("Tenant™).
RECITALS :

Thia Groond Lesse im made and eptered on the basis of the
following Eacts) understandings and intentions uf the parties:

A.  Landlotd is th%réaner of all that certain real property

-4\}
{("the Premisas") situated in\tha City of Millbrae, County of San Mateao,
r‘*-‘?‘. It

State of California, pé“?tic‘rl'a:?ly ddacTibed in Exhibit A-1 hereto and
RERENREN =

H
shawm om the sutvey aCtacheq hereto ns Exhibit A-3.

B,  Tenant desires to lease the Premises from Landlord in “as
is" ¢ondition and to have the right to erect new improvements thereaou.

C. Landlord is willing to lease the Premises to Temant and to
grant Tenant the right to erect thereon new improvements [dubject ro, and
in accordance with, all applicablg laws and regulatiouns and the

AN

provisions of this Ground Lease]. p

\
NOW, THEREFORE, IN CONSIDERATION of the mutusl ¢ovenants and

pro@&see herein contained, Landlord leases to Teﬁant, and Tenant does
hereby lesse and take from Lendlevd, the Premises upon the terms ané
.'conditiona sat forkh in that certain Ground Lease bearing even dgte
herewith all of which aré incorporated herein by refarence, for a temm ;E

thirty (30) years from the Commencement Date of _JJ\J>Q4 \ \C\Ezixa .
T "

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

periods of ten (10) vears each, gubject to all of the terms, covenants
and conditiona contained in the Ground Lease; TOGETHER WITH, and Landlord
hereby grants and demisea to Tenaut, a nonexclugive easement for the Term
of the Ground Lease and any Extended Term of the Ground Lease over a
portion ;E that certain parcel of property owned by Landlovd and situated

iumediztely adjacent to the Premises, said easement area being more

54224~030286 - ORI %N/“\i;

NUMBER 5 ..........
...‘,.............8 EXLCUTEDR
COUNTERPARTS,
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particularly described on Exhibit A-2 and located within Fhe area shown
on Exhibit A-3 hereto and deaignated therean se “Ingress & Egreas
Eagement”, for the purpone of ingress and egress by Tenant, its
aubtenants, customers, employees, invitees, licensees, agents, and
contractors, in the conduct of its business, and any motor vehicles used
in the conduct of business to and from the Premises onto El Camino Real
at the signalized intersection.

IN WITNESS WHEREOF, the parties hereto have executed this Bhovt

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

APPROVED AS TO FORM: "™.andlord"
GEORGE AGNDST CITY COUNTY OF SAN FRANCISCO
City Attorney By P Iic Ut}ilities Commission
i A
Bv%b(ﬁﬁm (. Lm By }M L~
McMORRIS M. DOW ) : RUDOLF NOTHENBERG
Utilities Ceneral Counsel General Manager of Public
Utilities

Authorized by Public’

Utilities Commisgion
Resolution No. 3-04¥3
Adopted

Atpast:
. Romaine 5. Boldridge
Secretary
"Tenant™
GRACE RETAIL CORPORATION
(SEAL) v
Attest?
7 Shece v Pla it 27 ol
vy VY dorecin S By Bty L i
“Agpistant Secretary Bdward H. Tutun
President
raen LEGA
— 2 -
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STATE OF CALIFORNIA )
. ) sa:
COUNTY OF )

On this __H day of YY) O0Aq , 1984, before me, the

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

appeared Rudolf Nothenberg, known to we to be the Gemersl Manager of
Publiec Utilities of the Public Utilities Cowmission of the City and
County of San Francisco, the municipal corporation that executed the
within inatrumen't, and acknowledged to me that such municipal corporation
executed the same. 4

IR WITNESS WHEREQOF, I have hereunto set my hand aud affixed my

official seal the day and year first above written,

OFFICIAL RRAL " 0
DONNA sMITH
NGTARY PUBLIC .ravi) oA
PRINCIPAL O 1301 4 Af,
SAN Fﬂmcisc; iy ,,'0‘,7” fh o A MA-A00,
HYCammimonSxplmuuc‘ﬁ,lWﬂ | Notary Public

STATE OF NEW YORK )
) as:
COUNTY OF NEW YORK )

on this S day of 7 aned s, 1986, before me, the
underaigned, a No;:ary Public in and gzrr/eaid County ‘and State, personally
appeared Edward H.l Tutun, known to me to be the President of Grace Retail
Corporation, the corporatiovn that executed the within instrument, and
acknowledged to we that such corperation erecuted the same.

IR WITRESS WHEREOF, I have hereunto set my hand and sffixed my

official seal the day and year first above written.

CARMELA ROMALDO ‘
Natary Public, State of How York
No. 314519206 arm et M4

Qualifiad in New York County L\’ . w
Gommission Explres March 30, 19% .
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EXHIBIT A-1

DESCRIPTION OF PREMISES

411 of that real property situate in the City of Millbrae, County of San
Hateo, State of Californim, 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 173,20 acre
tract snd the Custodio Silva 168 acre tract and sdid point being distant
South §3°46' West, 51.63 feet from the westerly line of the lands of
Southern Pacific Railrosd 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°32'55" West a distance of 75.02 feet; Thence South 53°46!
West 428,74 feet, more or less, to the northerly lime of El Camino Real;
Thence aloug said northerly line south 46°53* East a distance of 336.00
feet; Thence leaving said northerly line and running parallel to and
digtant 50 feet wmeasured at tight angles northwesterly from said line
between C.M,P. Coleman 175,20 acre tract and said Custodio Silva 168 acre
tract, North 53%46' East a distance of 670,00 feet, more or leas 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 Matéo, State of California, described as follows: -

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

Sap Francisco leased to Orchard Supply Hardware in the City of Millbrae,
County of San Mateo, State of California and proceeding along the northexly
line ‘of said lands North 53°46' East a distance of 79 feet to the TRUE POINT
OF BEGINRING: thence contimuing along said northerly line Korth 33°46' East,

a distance of 42 feet; thence North 36°14" West a distence of 2.0 feet; thence
aleng a curve to the right with a radins of 4 feet from a tangent bearing of
South 53°46' West, thraugh a central angle of 907 for a distance of 6.28 feet;
thence North 36°14' West a distanece of 9.46 feet; thence along & curve to the
right with a radius of 6 feet, through a central angle of 102712'05" for a
distance of 10.70 feet to a peint of reverse curve; thence along a curve to
the lefr with a radius of 147.0 feet, through a tentral angla of 6°59746™,

a distance of 17,95 feet; thence North 36%14' West & distance of 27,14 feary
thence along 8 curve to the right with a radius of 120.0 feet, from a radial
bearing of North 29°51'09" West, through a central angle of 33°44'37" for a
distance of 74.86 feet, to a point of raverss 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 peint on the northerly line of El Camino Realy
thence slong sald northerly line South 46°53' East a distance of 64.45 feet)
thence along @ curve to the right with a radius of 18.0 feet, from & radial
bearing of South 73°15'36" East, through a central angle of 23°01'43" for a
distance of 7.23 feet; thence North 39°46'07" East a distance of 10.77 feer;
thence along a curve to the right with a radius of 43.00 feet, through a central
angle of 45°10'01", for s distance of 33.90 feet; thence North 84°S6'08"™ East
a distance of 31.45 feet; thence slong a& curve to the right with a radius of
38.0 feer 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 & curve to the
right with a radius of 4 feet through a central angle of 90°, for a distsnce
of 6.28 feet; thence South 3614 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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s LAND USE PERMIT
. ) ) ' GEN-1700-85
. . Purmuent to suthortty grantad by tha Publlo Utillties Comanission, permission 1s hereby granted to

Coape ot
¥ . 0 ‘ s ¢

ORCHARD) SUPPLY HARTWARE

(hm:lnnher called "Permittes™) to occupy rnd utllize the following dezceribed parcel or premises owiied by the City
ard County of San Francisca (hetelnatter called "Cley") and under jurisdictlon of the Water Depactment:

along and within Parcel 18 of former Mmi right:of way according to San Francisoo

Water Department records and as shown on San Francisoo Water Departrent Drawin
No. C-1183 attached hereto and made a part hereof, praving

for the purpese of . installing-a 6-inch VOP sanitary sewer and a 12-inch PCP storm drain
o &m ;i;;ad()rdiard Supply Hardware's lease of portion of Water Department's

THIE permit ix granted subject to the tollawing conditiona: S

1. Unléss otherwise specifically provided horein thiy permit shiall become effective when the Public Utiitles Cam-

mitslon or Ity nutharkzsd reprossntative and the Permittze have signad it A copy shal) be fumnished to Pare
« mittee, .

2. Thig permit does not conetltute a Isase, dead or grant of an earement, or of a {ey Intarest by .City, It It not
transferable or axaignable, and i ravocable at any itma at tha option of tha Publle Utilitles Commibstian,

3, The use wuthorized by thia parrmit [ Umitad golely ta the purposex ent forth hersin, and, except as apreduly
hetein provided, comatruction, excavation o ihstallation of strictures Is not authorized,

4. Nefther City nor any commission, board, officer, or employee thereof shall be held respansible or llable ‘for
damege to any property of the Permiltee inatalled or lbeated on the premises coverad by this permit,

3. Permitted ghall at all times keep Clty's Jands In good and sightly condlifon, 20 far as the same may be af-
tected by Permittea’s operatien bareunder, ! !

8. In the svent City lnstitutes and peevalls In any gotion Cor the enfarcement of any of (12 rghts ;ydmunaer, Per-
mittee will pay to Clty auch reazonable attorney’s feea ag may be datermined by tha Court, ax part of ths
costs of guuhy action, :
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1. Permittes chall, on receipt of notice to do sa’ and within sich reasonable flms Hmits us may be fixed by gald
notlee, alter op remove Bt hils own sRpansy any of hls Improvements, plantings, v other pragarty fo such exe
tant s msy bs required to svald Interference with any of City's pipe, power linen, of other gtruatures now.ov
hareafter to be constructed, with the malntananca therea?, or with iny other opsratiany or land uge by Clty,
I the event Permittes fails to alter or remove any of his improvements, plantings, or other property within
tha time Hmit specified In sxld notice, asid Improvements, lantings, or other proparty may ba remaved by City,
the ressonable expense of which eha)l ba pafd to Clity by Parmittes, :

8, In the avont of any emacgonay Clty may, at ita eole option and without notice, alter, remove ar protect at Pere
mittag's expenss, any dmprovements, plentings, af other proparty, except utility facilitles owned aither by &
private company or & publie agency. On notlce that an emergency exdats, Gwners of utility facilitles, at their
oant expenas, must teke tmmsdiate ection to ‘protect, remove o relocate sueh facilitted ag required to Toeet .
tha emergency, .

5. Permittes shall bs responsible end Uable for puy and alt demage to City's structures e propsrty, dus direatly
or Indlrectly 1o Permlties's ccoupation and use of City lands pursuant to this permit, and shadl promptly pay
any just clabm therefor, Permittee shall nesume the defense of and indemnily and gave harmieas the City and
County of San Franclees, fta Public Utilittes Commiwsdon, officers, and employees fram all cloims, loss, Hens,
damage, Hjury and Babillty of every kind, natwre snd dezeription, directly or indlirectly arining from Parmit-
tee’s oceupation and uzs of Clty lande prsusnt to this permit regardless of yesponubliity for negligence.

10, Any gacdaning or landsckpitg shell be lmitsd to low growing shrubs, grasa ¢v plents, Flantlig of trees on

Pipeline o slectcde Une vighteolway ig expressly not permitied.

11, To the txtent that any speaisl conditlons ast forth hereln confilet with o are Inconsistent with the printed

conditions, the spectal conditions shall prevadl,

. 19, Tr the event the purposs of this parmit I to allow Permittes to install utility faeliitten onderground sercss
Clty's premises, the clear diatance between the bottom of Permittee's installation and the toprof City's exdating
and propesed futime water lnea shall not be less than uix Inches and Permitiee's ssid Instellation shall be placed -
at &n approxmately cenatant grede fur the entls erosaing,

13, In the svent the purposs of this parmit i1 to allow Permittes to inatall utility facilities underground across
City's premizea, Permittes shull properiy mark the allgnment of the underground installation with witness
potts,

AR conditions of dhils parmlt sve suibfact to peelodln raview.

- 15, Permittee's proposed installationg within Clty's right of way shall be in
. accordance with Permittee's drawlng bearing Clty's signed approval. This
drawing is attached hereto ag Exbibit "A" and is hereby mede a part of this
pexmit, :

16. In'the event City expand facilities into the pernit area in the future, Permittes
ghall remove his sewer authorized under this permit and relocate slsewhere, all
at hizs om expense. : ’ ’

e
ji3

17. Unless sconer revoked, 'this permit shall terminate at the end of Permittee's lease
of adjoining land, X -

18, The Permittee shall notify the Manager of the Suburban Division of the San Fran-

.cigeo Water Dapartment, phone 697-4424, £ive working days prior to the data of

19. The renoval of existing trees along and near the sewer lina authorized under this
permit is required., The Permdttee shall perform this work under the direction of
the City and at his own expense. . RN

20. The installation of facilities authorized by this permit is’subject to Clty's

* inspection and approval. ' : s

21. The City reserves the right to alter, add, and delete from the work authorized or
required under this permit, - , »

2. Hights granted herein shall be limited to area gramted 'm}der thig pexmdt. Permittes

- ghall not use the adjacent lands of the City without prior approval of the.General
#anager of the San Francison Water Departwent. ‘ N

23. permittee shall not accept and relesse his Contractor for the work awthordized or
required by this permlt before securing the approval of the Cly. .

24, Permittes shall install markerg identifylng location of thelr undergroumd facilities
construcked under thig permit. Markers and identifying information therepn shall be
- approved by the City. ' P
25. Upcn campletion of. installation permitted hereunder, Permittee shall remove all
debris and excess dirt and restore the right of way to their original condition
to the gatisfaction of the Ceneral Manager of the San Francisco Water Departmemt.

26. The City shall ot be taxed or assessed for the improvements permitted hereunder.

F-3040-2
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Pormittue agans $o maintaintin (orae during the extutente of this permik, and at 1ts aspat and
xpanEa,  aDEQIYAMNSIVe ganaral labliivy  1nsursnos, inqludlag  Butomosils and produsta Liapility
inaurunde {Ff tequired By the Publig Uaidl¥lee Coemiselon, The podley or pallelen o€ vald Lnsurance
snal)l name a3 Insurad, or 88 Additvlonal Lnaureda, Cxty, Fubile tellivias Conmlnalon and ius EAXDAIE,
snd the offi¢ars, dgents and oemployess of edah, 3a1d polidy or poliofes ahall lnsure datg parsoun
agelnst Joss of LAlanllity for dansgeu Pow baslly Infuvy, destn of proparsy damage Addnsioned by
reason of the oparations of Fecaltide fn,ea and sbout the prupeysy purwitiad o bn pasupied by or uased
with aintmum Jiabiiley laise as Faifouss R

§1.,000,600 Comtinad 9kogis Lisld for bodlly fnjury o® dzatn of iny one peran) snd
for bodily Injury or deakh df fwd ar more pericas,
in any gne otourTenos) 4nd .
(or damage o property rewulting frea 6ay ona svaurrqnsa.

& vopy ¢f waid fnaurancs poliey op polietes ahall ba Curmilahed to the Uonessi nuucn? and tmief
Enginasr, San Pronoisco Water Dapirimant hwrelnafter rafereed ¥o an Manager,upon Shw gaxesutlon of this
perait and ghall contein & provisfon Lhas written sotica ol cansellstion or of any matarial ehangs

tasreol ahall be daliversd to Hanagsr thirty (30} duys in advanoe of the efCectirs daks Shersof.ln the -

evant tnA%  othave han he aforeiald percon  are named LW 1akd polloy or polidten a4 fnsureds, or
addivional insureds, Favaitias shall furnish fenager With a astlstsotory severasiifvy of Inturests en-
derssmany thereon. Kppreved tom\u the Jads tha AfDressio endorsamsnts say he cbisined Iroa Managar.

Tnermaftar and durlng the tera of Whia parmik, Parmiltes shadl fumish to anagar, Itom tima to
tlme, & duly mascutad <ertilicnis le thy offesd thak it inssranse asverngs fusnlshad Lo City 1a being
raintained bp Feralttoe. Bush gollaten or sortifiestes ahall ke Lygusd 4y & tvmpey OF cowpyniay ap~
pravad An wpiting oy Clep's Controlise end 38 to form by Gliy's LRty Attormey.lsrmitkoe ahALl indrsasa
the aforadald Linils upen the uritien dymand of CIly provided Khed geld {ndvassss abd ressonsdle and
Jusstilebla by CI3y. :

Datsd 4/22(85
‘ PEAMITTER - N
. (RCHARD SUFPLY BARDWARE
By, K Aok~

v

' e Dgreotox/s_tore Planning

. vqu 1 pd
CITY AND COUNTY QF AN FRARCIZO0 - !
PUBLIC UTILITIER COMMISSION

Qumeral Manager of Public Ut

Arthur R, Jensenl/

g

Acting General Manager and Chief Engineer

San Francisce Water Reparimant 4
‘patea  APR 291985

H N
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(hereinafter called "Permlitee”) to occupy and utilize the following desccibed parcel or prepises swned by the Clty

" SAN ERANCISCO WATER DEPARTMENT

LAND USE PERMIT

Purguant to authority granted hy the Publie Utllittes Commiasion, permission s hereby granted to

GRACE RETAIL CORPCRATION
IORCHARD SUPPLY HAHDWARE
P,0. BOX 6450
SAN JOSE, CALIFORNTA 95150-6450

ATTENTIQN: MIKE LA TOURETTE

and County of San Franclsco (herefnafter called “City’*} an under jurisdiction of the Water Department: -

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

A portion of Parcel 29 Millbrae Corporation Yard as conveyed
by Spring Valley Water Company 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 El Camino Real with
the southeasterly line of Parcel 29, thence north 467 53" west
and along the said northessterly line 0 El Camino Resl a dis~
tance of 336.00 feet, thence north 537 46' emst a distance of
428,24 feet, thence south 36° 14 east a distance of 75.00 feet:
thence north 53° 46' east a distance of 292.25 feet: thence
south 39° 14" east a distance of 255.56 feet; thence south

539 46" west a distance of 670.00 feet to the point of commence-—
ment.

Containing 4,752 acres more or less,
A1l of which property is identified by San Francisco Water

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

fof the purpose of  conducting preliminary engineering, survey and site pmpération

work.

his permit ig granted subject to the following conditions:
1. Unless othetwise specificatly provided herein this permit shall become effectlve when the Publle Utllities Com-

9

mission or Its authorized representative and the Permittee have signed . A copy shsll be furnished to Per-
miltee,

Thiy permit does not constitute a {erse, deed or grant of an easemgnt, or of & fea interest by Clty, It Is not
transforable ov asalgnable, and ls revocable nt any time at the option of the Publie Utilittes Commission,

3. The use authorized by this permit is IImited solely to the purposes set {ovth hereln, ond, except ng expressly

hetein provided, construction, excavation or Installatlons of structures Is not authorized.

£, Nelther City nor eny commission, board, officer, or employee thereof shall be held responsible or lable for

5

\

dumage to any property of the Permittee instailed or Jocated on the premises covered by thig permit,

Permittee sholl st oll timen keep Clty's lands in good and sightly conditon, so far as the same may be af-
fected by Permittee’s operation hereunder.

F-3940-1
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Permittes lisl], on receipt of natice ta do po and wiihin such reazonable time limite ax msy ba fixed by enid
ml!ce. alter ot Temove at hiz own axpense any’ of Nl Improvements, plantings, or other property to auch ex-
tent a8 may be required to avold Interference with any of City’s plps, power Unex, or ather struttures now or
herealter to be constructed, with tha maintenance thereof, or with any other operations or land use by Clty,
In the avent Permiiiee {nils to tlter ar remove any of hla improverents, plantings, ot other property within
the tims |imit speelfied in 1ald notlcd, sald improvements, plantings, ar other property may be removed by City,
the roszanshle expente of which ghall be pald to City by Permittes,

In the event of any smevgency City may, at ity gole optlon and without notice, alter, remova or protect at Pere
mittee's expense, any improvements, plantings, er other property, axcept utllity (scllitles owned eittier by a
private company or & publiy agency, On notice that an emergency exdats, ownera o utitity facilitles, st thely
own expense, must taks immediate gotlon to protect, remove o relocate such foclitlet £ required Lo meat
thy emergency.

Parmittee ghall be responsibls and itable for sany and ali damage to City's structutes or property, duw direetly
or indirectly to Permittee's cceupation and usa 6f Oty bunds purauant (o this permit, and shall promptly pay
any just clalm therefor, Petmlttee xhall the defense of amd indemnify and aave harmleas the City and
County of San Francisco, its Publle Utllitley Commizsion, ofiicers, and employess from all slalins, loss, liens,

- damage, Injury and Usbility of every kind, natute and deseription, directly or indirectly arising trom Permite

IL

12.

X 8

&

16.

17.

i8.

&

tee’s oceupatlon and uss of City lands purtuant to this permit regardlens of responsibility for negligence.

Any gardening or landecaping shicll ba lmited to low growing zhrubs, grass or plmtz Planting of tress on
plpelifs ar electrie Ung righta-of-way la expresely not permitted,

To the extent thut any special conditlons st forth hérein eonfiict with or are Incendatent with the printed
conditlons, the special conditions phall prevall,

In tha event the purpees of this peemit 18 to sllow Permittes to install utility facllities underground acroes
Clty's premulsed, the clear dlatance batween tha botton of Permittee's installation and ths top of Clty’s existing
ind proposed future wler lineg thall not be oy tbnndxbmhumd?vmdueumldlmmumonuhdlbe ploced
at an approcdmately constant grada for the entire crosaing.

In tha gvent tha purposa of this permit In to allow Permittze ta install utitity {acilitles undarground acroxe
City's premises, Permittes shall properly mark tho:ummant of the undergtound inxtaliatlon with witnesa
poate,

All eonditiona of this permit are subjoct to pertodia review.,

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 Comission, pursuant to Resolution No, 83-0483, adopted
Noverber 8, 1983,

Permitteé 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 exireme care to protect the Clty's existing water transmission
pipelines at all times. - Permittee shall not use heavy construction equipment over

the City's pipelivnes 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 be sub-

ject to the following restrictions:

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

b, The “"axle loading" of vehicles and construction equipment must not
exceed that allowed under "AASHD Standard H-10 Loading", H-10
loading is defined as loading caused by a two axle truck with a
gross weight of ten tons (20,000 lbs,), axles 14 feet apart, and
rear axle carrying 8 tons (16,000 1bs), It is Permittee's Tespon—
sibility to provide substantmtion that his equipment meets this

reqmrﬂement

FI3402
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20. punlic Lisntlivy end Proparty Damuge Inwurancet

Permittue &gredd £0 valntalnin forcw during the existence of thie permit, and at {ty dost end
¢xpanse, comprensneive ganersl liabiliry lnsyrance, ineluding autonobile and produckty lisbility
insurancs LFf regquired by the Fublic Utilities Comizaion. The policy or policies af 2aid (nsursnce
shell name as insured, op 53 additlonal insureds, .City, Publfz Ut1}itles Commigsics xnd ity mambers,
xnd the offticern, agenty end ewployasu of each. Suid policy or policisye shall ifnsure said perzone
against loea or Liaollity for davages Cor bodily fnjury, death of property dakage occasloned uy
reason 4f the oparatfions of Permittes fn,an wnd sbout’ the property parsitted ke Se docupled by or used
wich wminimus 3isbillty iisite as followay . .

$1,000,000 Coxbined Singls lialt for bodily injury or death of ny one person; and
for bodily injury or desth of two or zore pereons,
I eny one occurprenca; and
for dadige to property revsulting (rom #ny ane gecurrenca.

A copy of sald insurense policy or polivies ¥hall be furmished to the Oenerel Maneger and Chiel
Enginesr, 3an Francinco Yater Depurtment, hervinafter referred to &3 Hinager,upon the execution of thiw
permit and shall cantain a provision thet written notica of cancellation ar of iny material change
tasrenl shall be deliversd to Hankger thirty {10} dxys in xdwvxnee of the srffective date thareof,in the
svent tnaat others than the sforeeald persona are namsed in sald policy or pelicies s lnwureds, aw
additfonnl inaurvds, Permitive shall Turnish Hanager with s sxtisfactory peverssllity of latarssce wn-
dorsement tharson, Approved forme af the lest wo aforessld endorserqnts usy de abtained from Hanagev.

Therealtse end during the tevw of thix permit, Yermittew shell furnish Yo Ranager, Cram time Yo
time, 4 duly ¢xwcublwd cartificate to the alffeet thet the inaurance cavarege furnizhed to Clty fs being
msiotained by Permittee. 3Juch pollalse or certificetes yhell be lsuuvd by & cowpiny or companles Xp-
erovad inm writing by City's Controller and as ta for® by City's City Attarney.lermittze whall incresse
the Aforesstd lluita upon the Written denand of CIty provided Lh&t 2ald incredsws kie Treagonuble ond
Justirianle vy City. .

Drtsd_ I TNUERY_ 27, VI IY-

PERMITTEE :

Tibe Vice President LEGAL-

CITY AND COUNTY OF SAN FRANCISCG RE
PUBLIC UTILITIES COMMISSION

General y&n?' of Publlle Utifities

By.. v,éﬂlw

4 porBUGENE/ 3. KELLEHER
70 General Managér and Chi

San Francisco Watex Department

.- pated_cloun 3@\3%

845

-



*8F3UTA ¥ ru Jdaoxs uoyIdas ATYI Jepen 17#dde uz 0§ PITdIyIEd
qu Lva 1owoyrsyEmod ITYT ‘WeIued 2192 yo (1) (3) T 4Z1 woyIdes xzpun pajomdyesp
N ¥q UOTEITOROD $IYRTY uwewnyy I3 3o IPqURm @ PINOYS  CIIPURITIY PIIIPUDI WOTADP IIYIo
. 39 13plo ‘muOlPLIYP Yons LJTpow io wrIsazl *TIFFFU O AIWS30590 9q [I9YF UOTFEYCEO)
TIny 343 yo L3Fzofew 3yl yo 930a oy TUOPIETTIO) Iy3 jo mivgmam Iydya Jo INE
-3 Tiwys wnyonb ¥ ..cu.“uuon #I43 aspor sBurpavsoxd yradde 3o sazodind Joi (y)
"3371308 puv Ldoz pyes Buyryem Ju wiwp ayy jo #40p 07 VTYIFA wopssTmmo; IYIF0 MNWITEYY
43 YITA TUFITIA U poyty wg 3tnm Tvadde yo asjiog .ﬂtﬂu&d 03 348 u\k«c Jo 32y300
HIIILIA Y3pa JoyIaBoy 'EnYpury pyvs Jo Ldos w “Buypury pywvs £q vu&%.ﬁuuq eubead 1o
. sotr3d [ny o3 T¥TE ‘lzydeyd #yy3 jo IcIwedloyus =yl Oy usysryEmo) g3 Lq vn.u-d.wﬂw.mv
. TeI2F330 290 I0 uOITrTENO) FIYRTY UFENY OYI §O I010213q vy Lq Buypury Lfur 3o
SOUINLEY Jo 9P wya yo sL¥p UL DFYIIA ‘TTPYR UGTEUTGEDDY eayByy wweny oyy (g)

. -{py ydwiFezedgns uy yixoy I9x #¥ uwonEy
#9 TT¥4 HOTIIE {p33D52100 WO PR TOIIVIOFA 29T ITUI ‘ddymisisp 1T94% ua«quwﬂuao
23y3yy ovwny Syl ¥ porasd arquuoEmEs3 yonr WISITA USTHRTmROY EIYBTY nvemyg suy Lq
poIvusyaap TUIIIII0 I3A0 10 uotesymmony F14BTy bgumy AINYDURII U¥G 4T JO 10IBITQG
FU 3O TOTIIWINIING Syl 0TI EIIIIPUCTHP Iy PEITUN IPYI upudlgne Io ‘yuwnay £3130m
1IPys Lapaogine Suypiens 43 ‘ueyesyomon sIydry vy sy3 Lq peywnfyesp (RIOTIIO
90 2o ‘uoTsrImNe) FIYSTY CEONH Iyl JO 30339a¥d Syl Lq futput’ wons uodp (7}

*9UOTRTACId COTIPUYILIILTPUCY YOINS PIIeOTA LT{ngTIM €vq Ioruay
394y ‘uoywTumron »3yBYE ummny oy3 Lg psieviirap vq Awn oga TYYSTIFO ITYIC YIne
0 noteryumc) s3yITY uwAng OISTITUIL UPS IYI FO 103IBIYQ a4q1 £g Fuypur3y v {1}

. joadn 3oeXgol FTYI Jo PuoTetacid
OOTIVDYETIZOTPUST YI PIYIPBIY 3amy OF poxasp aq TITHE IWygIIqnE 2o amwuwy Iwql ()
*IINIIVOD OTY3 yO JuUoTATAOZd UOPIVTIMLIIITP
~0ow 3y yAtA L7dmes IR 30 SPY 194D FIVIPTAI FpLacid tsenbar wo por ‘IDEIHoD oLy 30
SUNTEIADIA COTITUTETISSTPULT DY YITA I3urPTdR0d UTLIIFSEv O3 SugyeFy3094TT jo wsodand
4} loy ‘uoTriyTne) siQETY uttmg oleysursy ©ES I 10 ‘Lifioqine BurpIEar oyy £q ‘eawp
0IUTIZIE IIRY0 PUP STORIETATRL *sINL ‘spiovel dyyelsquen eIy o3 wEIoIE ITHIsd TTIA
. WrUIY 3Yz ‘worirsjuedio drisisqmou v or 319100 JUTUSIQDE Ip JuRDIY IG pImEQS (Q)
. *43¥1pqURIp YO ‘ROYIPIUSTIY YITEEe ‘¥9¢ ‘afe *L1jEsvuv ‘uyfiic yruoylNn ‘pIard ‘ietas
‘33PX Jo 9¥nwISY 10 punsclf INI MO ‘od8yINwyy Urs Ja L3mmoy poe L2372 993 Jo Lazsdoad teas
YT U0 JoFUIIqRS 15 JUeur) B9l Lg panisde uolivzToriio 20 juseysr{qriss I3qI0 Jo Trisos
| “nEsuyEaq oyl oy dINelRquIR 2o feosTAlas e3aTIATAd ‘suT3pTIOs) ‘eelmaitape *guoyavp
_ ~Cee3nE SuyEsse udyind Lav J0UTERC $I0UTHTIOETP 300 TR Igwseaqae 10 YUTDI1 Yl {¥)

IEADTTOR ¥ w3 JOTUSY Iy "IFBINUOT Ayyy Jo IouweIogInd Sy1 Ul
“33833003
L31adoxd yone Jo SupTrIADId TOFIEUTHIIDEIPUOC 9GI BY wAOTY FQ 1T7ye gatgn ‘Tuyimotyoy
suoyerasid »y3 uTPINOd [TFyx ‘IUSEnIISUT IATITIAMS 1o Juynfute Lg 13qIdyn ‘reak

Ivpuspes loe uy elop {47) Iuyv-Livany Buppaasxs poried ¢ oy oospouwyy ey Fo Ljono) puw.

4313 203 Jo woIXPYI wIumesacidet par Lazodoad TESA FJO den IsyIc 10 ‘TYIVYS ‘esEer Iy
Buratarny ‘JoIyaqs juamIIPdap Luw 10 *ooEysUBIy NPS Jo Ljmno) pmw L31) 993 30 &ousls
{uw g oyuy poadrue JuMIelysE I3YID 30 TOTAPIIUOD CIFVIT ‘ISPYOURIY CI3wIINLD Liaag

QL EECECTT 0 €32 d JO BUOTEIADI{ UoTISUTWIISAIPROR "L DL *J4S

. “odeyouriy ues Jo Liunop por Li1y) 3y jo

TOIIND gAoSeaacadNT pop {318d0ld [EII JO IET ISYIC I0 Jeyusl *pewdT Ay Surayoany joswm

~3218r 22430 30 COTEERDOOD ‘OREIT ‘TUICLII IOTIIACT ¥ ojuf 1330V .OGYA JoSIIGI Toplwa
- T ~1®03 2o motielodiod ‘dyyerrurisd ‘mxyy ‘smesxsd 10 oosisd oyl mEsm [IYYr |, ITRURl,

*BI2YID JO L3@jww puy YITEIY Y3 Io Lyujyes

pu® gifesy x5y 30 £7Y zolnopar Jou pYNOs PTYR IPUNEW B Uy oxn yons faypxwe Jo Iqrdrocy

uoz2sd 9q3 SYFM 3o wI0p Pus *LIFTTGRAYP XIY JO BTY O3 UOTIYPOEmOIIW ITQEUOSYIL T YITh

o SCOTIOITUNEl0 10 EYUSEITIGYIND 1PYI0 30 [TFICP ‘veIUTenq U7 dIUIIaqEyR 1O £3I7AIvE

- 2383174124 ‘¥ TTFOP} PUSHRIUEAPY ‘TuOIIBpommESITE wy3 jo Iwn IUIYRT Jo viqedeauy
nosaad Pyl SYEW Jou S0P UITYM IUAITESN] TUINOw X Teoysiyd v g1 , LITTIQUEIq,

. *xapa2l 01
Shtpisoor zonzaed [enxss ITAPY oEENY JO IDTOYI 9GY JUOE Trwym ,GOTIWIUITIG TEXRS,
"YIOmMIT 1o ITWE Fuprq 3o 1IADEIwd Byl urda LYY ,X3IT,

23

L3asderd yved prwr 03 sinaeacldmy pa¥ IfeIdjup Telsr e wpyoy oSwydcrld oeg-

30 L1onoy pow 1310 Q3 GO¥GA oY puwy apRld0f pov¥ ures TImas ,4£3x3daig TweE,
" *I¥UIT Tvupditie
YT ISpun 3enIIIOT 10 IYFYT o0 SUTUIVI JUPEI Jo SHUEAT (IPE (OIGA IIpun puw
w33 22331049 b Xoj L3xedold Tewa pesroy an3 Jo TIT 30 jaxd pomYad JIsyicuy O3 BIBY Io

p3oeall I0Peey 2o moasd] ¥ 4OTUA L3 2ETGT @ 2PAADCT pov OTG TTRYS IBIOTQRS,

. .
. 1d UTeIsY €¥ DEwsT ® Fupun
£339doxd t¥ox 3o uolesassod Furyr: justsl 1o Dosiwd § uvnaﬂvﬁﬂwﬂ H-Mﬂ qudno ..nv”uﬁ.
. : -of¥y 2Inyny ® 1P
3010y Ayl 03 VAP PI CINIFL 03 ¢IAITY IMIPY SYI puw ‘pimrsx Joy *L3radoxd Jo aen pur
oopgsateod Liwxodmdy oyl vosksd e 03 83uv3R ‘Josiswy Lousdw Soyyssiymon {ur 1o ‘erepoumiy
ueg 3o L3nao) paw 437y Iq3 qoyys Aq FamAdTOD IPNIITY pOT uwDa [[¥Ye , IEw,
“HOTIXTTUREI0 30 JUSAUSTTqEITY I9Yl0 I8 TWYI0R 'Ssoureng w 30 norIEIado Yy uY oosYoUEiY
urs 3o Lamnod pur L3175 w3 3o A339d03d TeI1 Jo @ eywe Jo ®OIJ 231v1ado 03 Juswsdide
IDYIC I0 UGTEEIOUAY TREFIT ‘@rydumwly ‘IVEIT0OD T UPATIAL pUF UWIE TTENF IUmmnIT40],,
: “PRUIFIP BIFIPY FE IETYDURAF
T 3o Kxeysyyaulq 2o >vavead syl #T oya uwonsd ¥ UpATUNY pUT uTLA TTEYS ,esppyduEf,,
” +3uwad pres oy
PaTIToade £7 e LITATIBP 33410 10 ‘TEIDOE ‘YBDUIEH] UINS IDNPUCD O3 nomand ¥ Fapxproqane
PU¥ U pR1eRA pur "Jodzayy Lyuedv Ruriveiincy {ur 10 ‘gysysunii nes jo L3mmos pur LI¥D
ays moyjy 3uead £q praIaney 38yyyayad do I14ITI ¥ espulduy pov uvem [IWys WM TYSURLY,,
. “PIUTIFP UFILIY WU UOTEEIIDOD ® IO
Lxwyopyounq 30 ¥33u93 Sy3 07 ogn woRiad w SPNTIUT puv UERE TTPYP SIATWISTAEIDUOD,,

v3uv1¥ pyFe UT PIrJIoeds swn 10 Iwodand Iy I0J woelsd v oy OIXIOOWII GPS Fo L3mno] PUT”

4373 9qa 3o FITUPq wo ao Lq L3319doad 19YI0 X0 PUF] jo juwId ¥ PIPNTIUT ,UOYTEIIULY,,

. : ‘0eTIedTOrSI0 AD JUIEUTTIQRISY IFYIV IO

TetacR ‘s¥a0TEng ¥ JO Goyisiado 3y) UY OdFIduUTII U¥I Fo LiGne) pUr £3¥) Iy Jo L3iyvdodrd

. ¥RX IO 9Em PYYE 10 wOI} I1v1Id0 O3 UIFFIFINOD 10 Pheesy ‘ATYIUEI] ‘IdUIiuod d>ayyd ® o3
‘IPUTPIAqNE IO IPPUN IDWAJUSD 3o 1udaaniBv uT IpaToUy pue T TIPYF ,IPBIITOIQRS,,

y “upTIFEFOvilo 10 jusemryrqeIse

I8436 X0 ‘TRI308 ‘syeoyeng ¥ Jo uopjvivdo sya UP oosiouwag uws Jo Limnog poe £33n oyl jo

£319d03d 1233 JO 380 ¥ypw 30 moly FIMIFEO 03 IIEITUOD ¥ OIN] OISICI OYR ‘JOTIY uOLITU
~Jquo3 X0 ‘usyiviodios ‘dyysivaiavd ‘wity “suoeIvd 30 uwosysd Loe SUFSE | 301IWITNOT,,

‘TOFIR2YOESI0 I0 JUIMMTITGEIAX JBYIQ An

(qwyoos ‘greureng w Jo coyaviade 243 VY GUSPOURI] VIS jo Limvoy puw L3I wyy Jo Lyzodoad

1801 jo ven IYATR 3o ®013 I3e2ado 03 Juwemaxfv oy mpayouy pur ured (Twyr ,3OTIlmOl,

- puayy

~wzynrdic waz}IID 10T0ar IPYTy vuoq loj F4I0uw ‘siwad (gy) weviydyz jo ¥y gz paruywlv
sey oya mosaad Lue apafony [Teye pud o3 0x332x digsriaqea= yo veodind sqy 3sy 0By,

IBIPY Wyl kun:—JAu 4Ty By pasn SV

“EBOIITTEFM 72T COES

*IFPUAIITYR CIVT PRITILI 10 prIvTIONNT ‘pIpaear ‘o7 ‘Iuwmiyouy
IATINIOEND 30 IVInBUTE Lq 1qIega ‘el Irpuried A0V Uy eLeP (52) eurv-LITIRl BDIpYeoNs
poTivd ¥ 107 EINSIORATE IIPUTPICANE IBUIL IO ‘TIEWITYNE ‘rISTITTOIGNEY (Y2 WY cojryacad
24TTOTS B IPHTORT O3 BIFFTOIAEIDUOD Io ‘OPEIDT ‘peeyydaUI] 'IoITEITOAD Yons srinkal
Y940 puy ‘£339doad [#31 prrs 3o sn Supyen 10 moly Fuyiwiado ‘vmoIrITurFio o syvam
~gETqrIey J9gid o 'IRIsem 'ssuuTsnq TIV OF dpyrisqedsm s ‘syopalss ‘svBerrarad ‘it
—FP¥F '#aReINEAPE ‘EUOpIePOWDOSTE DuTyoSE uoeled [ue jruywe [11yiqUeYp x& TolIFIUITIC
Trnxae ‘xve 3%y *Li3gevum ‘upfisc TEUSTITC ‘pedxd fiotos ‘aswa jo ounedwy 3o punoid
uyy wo IACTTWIIISYP O0F JOT ITFEIIBF prus 30 L3ivd 19qic Io "wITYOOTEBIOUOY ‘Dweed]
faamyyonELS *I0IBIINOT 9n? TayIwSITqe UOFATAsId 5 ‘IuTENIISCY BAYINTOANI 10 Jwinfuye Lq
13q3ons ‘irel swpusies Lne UF slep (57) ouln-LA3Taay Paypesaxs potaad v 203 “olepnuvay ues
30 K3unng pur £330 Y Jo vovieyy PIuvenaoaday pAv Lizsdoad ol Fo D IBGI0 30 CTYINIL
fpg¥a] 3 FITAYOAN} PIgHeasly ITYIO 10 FUOITEITNOT ‘spuvd] ‘evsiydorl) fRIDEIICOY
117 Ut OpaTsST ITRYY ‘iluncy pow L115 Y3 Jo jTvdaq ue 1o o3 Fuyidw fJolaagl JuIw
~13wdap Luv I0 4o38(omEly Uys Jo £3unod per L31) w3 jo sarouafe Buy1owsINed ItV

“EUCTBLAOLY GQJINTIWFIVCIPAOY IpAYIU] nu. TINIIVOY Adxpdox) TV “1°92Z1 "IAS

SIOYREIN0D 1I¥340%4 F1 ROLIVNIMIEDSTOION

92V WSLAVHD
) teAOTI07 UT
prul 03 ePOJ BATIPIISTUTSPY OITIOULIL TFS ©QI 03 psppe g1 HIT Ix3dEWy Y ©OTAINS
"Oum«unnu..m wes jo Lyohog pow L3135 =g go »Tdosg age £q pouieps O 37 3§
*LLTTIOYSIC %0 ROXIVDNRIEO TVOXZS ‘X35 ‘207 ‘ILISRoMy )XIOTED TYRDIIVH ‘miZYd “¥0100
fEOVE 20 ZE0VIET YO QUAOED FEL KO SIJVELNOD II¥RJ0Md TYAE NI EOLIVHINTEDSTQ OMILRGTR
~084 ‘OY¥¥ERL H71 ERLIVED DWICAY 1T ZOOI AATIVELSIHIRAY COSITRYEd RYS THX o€ IURERY

000 FALIVIISINIRIY OJSIONVAL HVE FHI A0 07T TIIIVED

v LIGIHX3

v
i

846



e~

161 1Y murmpetnley Ly pesaxidy
1167 ‘g7 fxTnrgey-sfesToy yrurd

cIANIe FTYI JO IopOfSTRI 1 SIEpTreAS)

10 ayedery ‘aowyye Joc TYRs VOYIIYpeTn] QO ‘pyTeaui g 03 ooyIorperf ImoIdmsd

. 70 300> ¥ L4 pelpe[pe 3q 'ooewel Lww 30] TV SSOUPILEMIXYS ¢ voared fuz o3 Jjo
~919m3 voplwoFrddy oy Xo PTILY SYYA IO 13wd Io GdviSwivd ‘aourIcer ‘wewuwrys fov g3

IITTIREI5AmE 5 021 IaS

reIYOYPID FYUI JO 10Jep 107 Lrw g fvm 31 ow ‘xwiyvyd

»q2 yo vuoywyaoyd 19ISF} puw Livislpng o3 39°{qns ‘olrymwly oEy Jo LIunol pow L3570
g3 o pony t¥Iewei aql wol; epony gIns adryadoadde (YTYY sioopadsdng Jo pIvog IqI

~¥aypend "5 0ZV O3S

. “3oe3eq 7071 wotINeg
Ty 031 polleyrl flmsod (iw 2PTIITAI paw 109 T[T op 0 Jpwod »qY poiurid Lqmavq axw
10399ITp ¥IT PUT IodFjyo Bulpyesid 2317 ‘aoyseresod siqfyy oveng OONOTVIL UFG gy

“Puxenodyg UoyEeTES0) FIUETH wIwerg -y oLy COAS

car] 3% SIqETYEAY g

fom 1vgy saypswyl IvMme £97 fumeond woay couyvcEls uerg yo Lyanod paw £313 equ dgmasyd

oy #9 o3 ISUCEYW fuw uwj PRUIIYUOD &g [TRGE ITWIICLD AYIY3 Uy peoirioed Saygion (3)
cgasyouwry urs Jo Laumod pov LIy YYI 3o ‘nollvyl SIDTWIAOLIEY PO {yivdoad
Twe2 Jo sgn 15GI0 10 [PITIT TewIT VY3 PORATCAVT IvTIIRCD Ln® IFpAn IoTHIQRE Io JUVOIY
9 gv 138 03 POAOTTY Pq *30¥I1u0D FIY2 Jo rUOFITA0Xd UCTIFUTCIIIETPUOT oyl WIPA f3TRic)

~xod vy mwvafoxd s 3Ino LIIWd puv yuTIREIed uﬂ% Traun Jo ‘felyesavyy sxwvl (T) oAl o -

potand ® I8F ‘0w YI¥ys COTIrIodI0d A0 WMITT 1ad nong Lyasdord TeaI 30 ¥n = 303

#3omIZEED 2INANY TP 03 ¥ JIYVUOTLEBdUCT U IETHOUw] ‘sr83PY ‘Iuwuvl oYArsuodaAAAT

0B g7 IVFOIIQUY 1o 0Ty LY IXYT IIPITWOT PRSI uyyyy fo Puypruay euid JoJ oYq

- ~ppoodeax LypIoqane SUTpITAY Jo pavSq ‘1y0FFI0 vqy fq DOTITUTVIIIIP I0F DIERY puw IDRII

~002 jo YIwwIq 1Plamive ¥ ¥4 03 09TICwiy ves jo Lymnen pur L3113 g3 Lq Pewsep wq TTTUS
I3v1II003 #3qa jo Iouvmiozasd oy3 UY MuoTsTacld TOTIWUTHEADYIPUOVB Y3 3o @IWIIS ¥ (P)

T220p10 JATINDWXD [RAzpI »1gwIYydds mY po3dopr POOUI B)

2e1yE]9 pq ‘Diqeoaswad BE Jwy o9 ‘1Yvys ste3ITINEIA puw gyiul yYonz puv ‘IBEIIROY

BIYT 3O PUOTUTALIE UOTIVDTWIIVITPUON QI JO VOTIPIUNEITIDT IMI I07 wuoyiviniaza
pay gapal 7avdTnecad TIVYY ooATIUER] weg JO BOTSTYmeod #3qlyy cwmng wyy ()

*opuneoq esfsTIATId puw BITIwSQ ANgIY TY¥ pOITRIIO] O0A%Y O} pIMIID Oq
TIPys 30FRIIQNT IO IOPUSY Yong PO IJVAJuSDGNY o IPXIIVED Q) ¥o UATIVYITOURT 30)
gpuno3l 8q TYvyE esddy 03 WInE yONP ‘yvidddy 01 IO DYITTIR uATE OINQ Butaay
1931% mopesTEEO) Sy jo WuTprssoxd Yveddsr aw uv Ieadde 03 [YL) Y[TUY OSYYOUPLY ows
Jo Lunoy pow £330 YL 07 ADFIINOD Jopun JUVUIIQNA 1o JUUDII Low 31 (L)

*35¥1376d w3 01 L3193 Luv ig voyysypstm{ JUIIadwod Jv IMOd B

o7 poTF) 917 sfuypoeooad (rfay swpsdosdde yOSIvQY SITICC UFIITIA O UDTAIIY puv

ToyT1d 793 39 sdvp 41 UFYIta eowyun [wuy} o4 [ITUT COPEETMOD DY JO VOEIIIp Iy

»gyuetyaddy 1o Juvilsddr 993 puy ‘uolsfymmon waydty uwemp Q3 fq peyvudeap TTOTIIC

39930 I0 ‘ucpreywsol FIYETY uvenrg Y3 jo ICIDIITE SYI OY JOuUA3YI S0TIOT UWRRITIR

SAYS [194F uoyeRTEPO3 WY1 °yedddw fuw uy WOYvEIrp v Buyyowox uodn  ~wopIvadany
311qnd 03 usdo 3q Tyeys woleeTwmon wiqiyy Treng I o3 sreaddy YTV (%)

-101380> FIv zopon vduypyy IO I0 syusmIdop "dpacdaz ‘yynoQ yms
futiq oy wyy Royaynbsi pov Suppeedold sq3 Iw edvaszad w1y Bupainboi ‘uosizd gons
vusodqne Lwa SOTEsfEmol 83 jo a3IF}F0 Fouppysazd gy YBuypreroid myi Uy ULYETmmO)
sy3 Ag WOT1RIFPIEUOD Ispin JVIIVE BYY T} ITCOPTAV €F JUPALYOL pUR [FYIVIVHE IIw
1033005 o3y x3pen e¥uyyl IvYloc ad FICHTmoop ‘Eplodml ‘miooq Jo ‘foowrysasy I¢ jeyy .
poyeaTEmo) YT 03 awadde [ragw 1} T pue ‘ow op oI pesswnbos Fupeq xei3yr Fuypess
-o3d yoas {uz uy exvuITA € yr Epddy 03 ENFPY 1o 1Tv; LTWUF voriad Lfow 1UYI Iusad
593 ¥} ‘ROY3IPAW FIYY Ivpun HoTESTEmOD) SyI RIcydIq wyraddr uy srwsdUITA 01 ByISO
IDASTUTER? 03 iamod Yy SANY [y¥yw wofdsywach 291 Jo 3w373ie Jurpresad »ay  (£)

847



?
-~

L SOUTHERN PACIFlC RR.

NS

g

..,_/:ozzw.&."-

PRI o T 0T
MUN ;@‘,’VZ’ —
"5’346‘4'2_ :,;Z%ﬁ ol Y AP
Tl :1“'-—_ Voosa0
ey 4 Exicetls oot ‘—T 1 ﬂ

oaser en%?mn ted x}* iy 5

l

to FET4T

xistyg - T b
meter bax |
gl pepefine

s

N 234G '8 Z294Z 25¢

ta meter box olew
ayhld radio ,
cammunicatian lins.

00"

) "'{

10-a"Wide gasemens

To be racerved .
for e.x..‘ﬂ"g 247

water ine Servics

ing Airport —-

!
{

I e It
C;xid"ﬁnq ovh'd pcunr’linei
|

[*rl=N=2=4

ROAD

-
T—
G ¢ £)

&

LEAZE AREA
4772 ACRES

-

&'waterine
for hydrant.

S 58 dam W

ZAAVAZ

U AN L

NQTE: All existing
HEAFRUAETE plrelings, poweriines
and commumcation lines
may e relocated
s0la cost ¢ expensa
of Lessae.

GARCIA
(FPRINVATE

VEWAY

NS4 425,

2y
S

FORTION OF AssBosom!
0 Wu%-tlo‘%)} =Ror's
. ot \'\

N et
JO!-O‘ W]d‘ﬂ a4a3e.m T //::\ R
70 ke reserved for W"‘” T
—

existg SFWD 547 -y B
capL. '/(/\< - ' . 3500 1 —
5
\ .
/

CITY AND COUNTY OF SAN FRANCISCQ
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FILE NO. 160711 RESOLUTION NO. 329-16

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

Resolution authorizingvthe amendment of Orchard Supply Company, LLC’s lease of
propetty from the City and County of San Francisco, to reduce the size of the leased
premises to accommodate the San Ft;ahcis'co Public Utilities Corﬁmission (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 P.Ién, and eight
priority policies of Planning Codé, Section 101.1; and authorizing the Di‘r'e‘ctor 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 Millorae, California, under the jurisdiction of the San Francisco Public Utilities

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

1| 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 El 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 Utilittes Commission
BOARD.OF SUPERVISORS
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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 inciuded as part of the Water Sysiem Improvement Program ("WSIP"), with the
primary nurpose of providing additional dry-year regional water supply capacity; and

WHEREAS, The Pioject is located in the County of San Mateo and its completion
would help the SFPUC achieve the WSIP ievel of Service goal for Water Supply adopted by
the SFPUC in Resolution No. 08-200; and

WHEREAS, An Environmental [mpact Report (“EIR") as required by the California
Environmental Quality Act (“CEQA") was prepared for the Project by the San Francisco
Planning Departrment, File No. 2008.1396E; and

‘ WHEREAS, The San Francisco Planning Commission on August 7, 2014 1) certified
the Final EIR ("FEIR”) for the Project by Motion No. M-19209; 2) adopted findings under
CEQA, including the adoption of a Mitigation Monitoring end 'Reporting Program (“MMRP")
and a statement of overriding considerations (“CEQA Findings”) by Motion No. M-19210:

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

Plannlng Code, Section 101.1 ("General Plan Fmdmgs”) 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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bn file With the Cletk 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

imprdvements' and temporary possession of portions of the Premises for construction staging
and installation of utility lines; and |
WHEREAS, SFPUC staff, through consu[tation with the Office of the City Attorney and

thé Director of Property, have negotiated with Tenant a proposed First Amendment to Ground
Lease. (“Lease Amendment”), a copy of which is on file with the Clerk of the Board of
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 temporary modifications of the Premises, subject to additional payments if City extends
the periods of temporary posséssion, 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 Wh.iCh'
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 Chartef, 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
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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

||land San Francisco Plannmg Department File No. 2008.1396E have been made available

for revrew 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 info'rmation‘
contained in the FEIR, and the CEQA Findings, including all written and oral information
provided by the Planning Department, the public, relevant public agen ies, 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 Resolutlon 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 signiﬁcan’r environmental effects or an increase in the severity of previously identified
significant impacts, and there i Is no new information of substantial rmportance that would

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

San Francisco Public Utllities Commission
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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 Né. 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 Superviksors authorizes the Director of
Property and/or the SFPUC’s General Manager fo enter into any ad-ditions, amendments,
or other modifications to the Lease Amendment (includihg, 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 hecessary or advisable to
complete the transaction contemplated in the Lease Amendment and effectuate the
purpose and intent of this resolutién, such determination to be conclusively evidenced by
the execution and delivery by the Director of Property or the SFPUC’s Genefal Managei’ of
the Lease Amendment and any amendments thereto; and, be it

FURTHER RESOLVED, That the Director of F’roperty 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 (including, but not
limfted 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 pursuaht to the Lease Amendment, or to otherwise effectuate the purpose

San Francisco Public Utilities Commission
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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@u
RECOMMENDED:

N8

{
Director of Rrdperty/|
Real Estate Division)

RECOMMENDED:

General Manager
San Francisco Public Utilities Commission
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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 authoftizing the amendment of Orchard Supply Company, LLC's lease of property from
the City and County of San Francisco, o reduce the size of the leased premises fo accommodate
the San Francisco Public Utilities Commission (SFPUC) Regional Groundwater Storage and
Recavery 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 26, 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.

LAY
/ A%é{a(éalvillo
2 _ Clerk of the Board

5 V%%h//@w 34101
- A

Mayor Date Approved

City and County of San Francisco o Page 43 Printed at 3:31 pmon 7/27/16
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PUBL!C 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 (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, Millbrae (Premises) for an initial term of 30 years, with two
options to extend for periods of 10 years each; and

WHERFAS 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
' 1meunder 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 1mprovements on the Premises includin
a retail store, warehouse, and restaurant; and

WHEREAS Under the terms of the Lease, all of Tenant’s improvements to the Premises
become the pmperty Qf thﬁ S‘FPUC ARON € "'ly:termmatton of the Lease, at SFPUC’s option; and

WHEREAS, Tenant dCSII‘CS to teximmate the Lease and surrender the Premises as of April
30, 2019; and

WHEREAS, The SFPUC desires to terminate the Lease and gmn 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 fo 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 Remainin g
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Premises at full market rental rates, as opposed to the current CPI-adjusted ground rent Tenant
will pay over the remaining term of the Lease, (iii) the SFPUC will benefit from the full retail
rental income from the leasing of a restaurant located on 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

JFURTHER RESOLVED, That this Conumnission 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 Ivmyor for the SFPUC General Manager to execute the
Termination Agreement; and be it

FURTHER RESOLVED, That this Comrmission 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 complmme with all applicable
laws, including the City Charter.

I hereby certify that the foregoing resolution was adopted by the Public Utilities Commission at
its meeting of January 22, 2019.

Secretary, Public Utilities Commission.
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PUBLIC UTILITIES COMMISSION
City and County of San Francisco

RESOLUTION NO. 14-0127

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

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

. Conjunctively manage the South Westside Groundwater Basin through the

h coordinated use of SFPUC surface water and groundwater pumped by the Daly

City, San Bruno, and California Water Service Company (“Participating
Pumpers”y; ‘

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

J 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

J ‘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 Guidelizes 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 publie,
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
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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 Comm1ss1on
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

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

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

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

WHEREAS, The SFPUC staff will comply with Government Code Section 7260 et seq.-
statutory procedures for possible acquisition of interests (temporary or permanent) in the
following real property in San Mateo County (1) Assessor's Parcel # 002-410-050 in Daly City,
owned by Lake Merced Golf and Country Club, (2) Assessor's Parcels # 002-072-240, -250 and
002-201-650 in Daly City, owned by John Daly Boulevard Associates/West Lake Associates, (3)
Assessor's Parcels # 006-111-540 and 006-111-460 in Daly City, owned by Jefferson School
District, (4) Assessor's Parcel # 008-421-120 in Colma, owned by TSE Serramonte, 5
Assessor's Parcel’s # (unknown) for® property owned by BART/SAMTRANS in South San
Francisco, (6) Assessor's Parcel # 010-212-100 in South San Francisco, owned by Costco
Wholesale Corporation, (7) Assessor’s Parcel # 010-292-210 in South San Francisco, owned by
Kaiser Foundation Hospitals, (8) Assessor’s Parcel # 093-220-010 in Millbrae, léased 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 lecal permits, if any, inspections, and
communications to the public concerning Project conmstruction, (c) the form of necessary
encroachment permits or other property agreements for Project construction, and (d) the parties'
respective indemnification and insurance obligations; and |
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WHEREAS, The Projéct 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 fo 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 ’
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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 applicablle 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) Assessot’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 en
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 replice, 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 conceining 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

861



Sl

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

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

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

FURTHER RESOLVED, That this Commission authorizes the General Manager, or his
designee, to consult with, or apply for, and, if necessary, seek Board of Supervisors' approval,
and if approved, to accept and execute permits or required approvals by state regulatory .
agencies, including but not limited to, the 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
Depattment 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 autherizes 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 consisterit 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 Attomey, are
reasonable and appropriate for the scope and duration of the requested use as necessary for the
Project; and be it
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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 authotized
herein; and be it

FURTHER RESOLVED, That this Commission authotizes 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 Agreernents 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.

I hereby certify that theforegoing resolution was adopted by the Public Utilities Commission at
_its meeting of August 12, 2014.
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Secretary, Public Utilities Commission
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San Francisco T 525 Golden Gate Avenue, 13th Floor

San Francisco, CA 94102
%ﬁy ﬁiggﬁ F 415.554.31F

T 4155543155
Services of the San Francisco Public Utilitles Commission . T1v 415.554.34,

AL 4
TO: ‘Angela Calvillo, Clerk of theBb“““aL e
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 accompénying 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

SR A

Please contact Christopher Whitmore at (415) 934-3906 if you need any additional

information on these items. London N. Breed

. Mayor-
Vince Courtney
President

Ann Moller Caen
Vice President

Francesca Vietor
Commissioner

Anson Moran
Commissioner

fce Kwon
Commisstoner -

Hartan L. Kelly, J.
General Manager

OUR MISSION: To prowde our customners with high-quality, efficient and refiable water, power and sewer

services in a manner that values environmental and community interests and sustains the resources entrusted
to our-care.




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 direciors; (2) the contractor’s chief executive officer, chief
financial officer and chief operating officer; (3) any person who has an ownership of 20 percent or more in the contractor; (4)
any subcontractor listed in the bid or contract; and (5) any political committee sponsored or controlled by the contractor. Use
additional pages as necessary. President- Timothy L. Cooksey, Exécutive 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 appro{/ed: ‘ 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 Fran01sco Board of Supervisors
Print Name of Board

[0 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 Beard
Filer Information (Please print clearly.)
Name of filer: Contact telephone number:
Angela Calvillo, Clerk of the Board (415)554-5184
Address: A E-mail:
City Hall, Room 244, 1 Dr. Carlton B. Goodlett Pl., San Francisco, CA 94102 | Board.of.Supervisors@sigov.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\twong\AppData\Roaming\L5\Temp\7ce5437e-0645-4¢22-b96e-bd6bcOb35e58.dos
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