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FILE NO. 190920 RESOLUTION NO. 

1 [Lease Amendment- Lexington Lion San Francisco, LP - 350 Rhode Island Street-North -
$2,600,000 Rent Credit] 

2 

3 Resolution authorizing the execution and acceptance of the First Amendment 

4 to Lease of that certain lease dated September 28, 2017 ("Lease"), by and 

5 between Lexington Lion San Francisco, LP, a Delaware Limited Partnership, 

6 and the City and County of San Francisco, for the real property located at 350 

7 Rhode Island Street-North, facilitating the provision of a rent credit to the City 

8 in the amount of $2,600,000 in consideration for a waiver of certain real estate 

9 expense pass-through protections afforded to the City under the Lease, to 

10 commence upon approval by the Board of Supervisors. 

11 

12 WHEREAS, The property at 350 Rhode Island Street-North (the "Property"), is 

13 a multi-user office building of 125,122 square feet, for use by the District Attorney's 

14 Office, to be delivered in phases upon natural terminations of several privately held 

15 . leaseholds; and 

16 WHEREAS, The Lessor is interested in selling the Property; and 

17 WHEREAS, The Lease affords the City certain protections from increased real 

18 estate expense pass-throughs (property tax increases) should the property be sold 

19 prior to July 24, .2021, and affords the City zero protections from said real estate 

20 expense pass-through increases after July 24, 2021; and 

21 WHEREAS, The Lessor could choose to sell the Property at this time at a 

22 lower price (reflecting the impact of the City's expense pass-through protections), or 

23 choose to sell the Property on or after July 25, 2021, at a higher price, with no 

24 financial protections to the City in such event; and 

25 

Real Estate Division 
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1 WHEREAS, The Real Estate staff has negotiated an Amendment to Lease 

2 that would facilitate a sale during calendar year 2019 that waives certain real estate 

3 expense pass-through protections in consideration for a rent credit in the amount of 

4 $2,600,000 payable to the City in installments (as a rental credit) over a 48 month 

5 period of time that best addresses the City's cash flow requirements relative to the 

6 Lease; and 

7 WHEREAS, The Real Estate staff have analyzed the fiscal implications to the 

8 City as Tenant in the event of a deferral of this sale to after July 24, 2021, versus 

9 facilitating a sale at this time, and finds the negotiated rent credit is the best financial 

1 0 option for the City; now, therefore, be it 

11 RESOLVED, !hat in accordance with the recommendation of the Director of 

12 Property, the execution, delivery and performance of the Amendment to Lease is 

13 hereby approved and the Director of Property (or his designee) are hereby authorized 

14 to execute the Amendment to Lease, in substantially the form referenced herein, on 

15 behalf of the City and any such other documents that are necessary or advisable to 

16 complete the transaction contemplated by the Amendment to Lease and effectuate 

17 the purpose and intent of this Resolution; and, be it. 

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

19 of Property (or his designee), in consultation with the City Attorney, to enter into any 

20 additions, amendments or other modifications to the Amendment to Lease and any 

21 other documents or instruments necessary in connection therewith, that the Director 

22 of Property determines are in the best interests of the City, do not materially decrease 

23 the benefits to the City with respect to the Property, do not materially increase the 

24 obligations or liabilities of the City, and are necessary or advisable to complete the 

25 transaction contemplated in the Amendment to Lease and that effectuate the purpose 

Real Estate Division 
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1 and intent of this Resolution, such determination to be conclusively evidenced by the 

2 execution and delivery by the Director of Property (or his designee) of any such 

3 additions, amendments, or other modifications; and, be it 

4 FURTHER RESOLVED, That the Director of Property shall provide the Clerk 

5 of the Board of Supervisors a fully executed copy of the Amendment to Lease within 

6 thirty (30) days of signature of same. 
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BUDGET AND FINANCE COMMITTEE MEETING OCTOBER 16, 2019 

Item 1 Department: 
File 19-0920 Real Estate Division 
{Continued from October 9, 2019) 
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Legislative Objectives 

•. The proposed resolution would authorize the first amendment to the City's lease with 
Lexington Lion San Francisco LP (Lexington) for 350 Rhode Island Street, providing a 
$2,600,000 credit to the City in exchange for removing the City's protection from the pass 
through of increased property taxes from the sale of the property prior to July 2021. 

Key Points 

• In October 2017, the Board of Supervisors approved a lease between the City as tenant 
and Lexington, as landlord to relocate the District Attorney's Office and the Police 
Investigations Unit from the Hall of Justice to 350 Rhode Island Street. 

• The owner of 350 Rhode Island is planning to sell the property, which will trigger a re­
assessment of the property and an increase in property taxes. Section 4.7 in the current 
lease provides property tax pass-through protections to the City if the property is sold 

prior to July 2021, but gives the owner the right to purchase those protections from the 
City. If the amount of the property tax pass-through protection paid by the owner to the 
City is underestimated, the City will receive a credit. 

• The proposed first amendment to the lease removes Section 4.7. Under the proposed first 
amendment, the property tax pass-through credit "in no event shall ... exceed $2.6 
million". The $2.6 million pass-through credit is a negotiated amount, based on the 
estimated property sale price of $134 million and the resulting property tax increase due 
to the reassessment of the property at the time of sale. Under the proposed first 
amendment, the City would not receive additional credit if the increase in property taxes 
to be passed through to the City exceeds $2.6 million. 

Fiscal Impact 

• According to the Real Estate Division, the City's determination of the property's market 
value is approximately $134 million. The property's estimated new assessed value would 
increase the City's property tax payable by approximately $55,302 per month. The 
proposed $2,600,000 rent credit is equivalent to approximately 47 months of property tax 
pass-through protection. 

e Although the proposed first amendment to the lease removes Section 4.7 that provides 
for a credit to the City if the actual increase in property taxes passed through to the City is 
more than the estimated property tax to be passed through, based on our calculations, 
the actual increase in property taxes is not likely to be more than the $2.6 million 
property tax pass-through credit. 

Recommendation 

0 Approve the proposed resolution. 

SAN FRANCISCO BOARD OF SUPERVISORS 
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City Charter Section 9.118{b) requires Board of Supervisors approval of amendments to 
agreements with a fiscal impact of more than $500,000, if the original agreement had a term of 

more than ten years or an amount of $10 million or more. 
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350 Rhode Island lease 

In October 2017, the Board of Supervisors approved a lease between the City as tenant and 
Lexington Lion San Francisco_ LP (Lexington), a Delaware limited partnership, as landlord to 
relocate the District Attorney's Office and the Police Investigations Unit from the Hall of Justice 
to 350 Rhode Island Street (File 17-1109). The lease term is for 15 years from July 25, 2018 
through July 24, 2033, with one five-year option to renew for a total 20 year term through 
2038. The District Attorney's Office is moving into 350 Rhode Island Street in phases, as the 
leases with existing tenants at that location expire. The District Attorney's Office has completed 
Phase I of the relocation implementation and is currently moving some of its operation into its 
leased location at 350 Rhode Island with Phase II completion and full relocation to be 
completed before the end of 2020. Under the lease agreement, the City to date has paid 
approximately $5.5 million in rent and operating costs, increasing to $8.9 million by 2020, when 

. the District Attorney's Office moves into all of the leased space in the building. Over the term of 
the 15-year lease, the City is projected to incur rent and operating costs of $149,467,245. 

Commercial property owners are able to pass through property tax increases resulting from the 
sale of the property. 1 The current lease includes a provision that protects the City .from the 
pass-through of property tax increases that may occur from sale of the property if the sale 
occurs prior to July 2021. 
"' - '!'"' "' 
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The proposed resolution would authorize the first amendment to the City's lease with 
Lexington for 350 Rhode Island Street, providing a $2,600,000 credit to the City in exchange for 
removing the City's. protection from the pass through of increased property taxes from the sale 
of the property prior to July 2021. All other provisions of the current lease agreement will not 
change. 

As noted above, the current lease does not allow the pass-through of increased property taxes 
if the property is sold prior to July 2021. However, Section 4.7 of the current lease provides for 
the owner to purchase the value of the property tax pass through ("Proposition 13 Purchase 
Price"), based on a calculation defined in the lease. 

1 Property taxes are levied based on the assessed value· of the property. Under Proposition 13, the assessed value 
of the property is based on the sale price, and can only increase by 2 percent per year or by the Consumer Price 
Index {CPIL whichever is lower. Sale of the property triggers a reassessment of the property value, which results in 
increased property taxes if the assessed value increases. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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Pending Building Sale 

According to Mr. John Updike, Real Estate Division Special Project Manager, the owner of 350 
Rhode Island is planning to sell the property to a new owner, which will trigger a re-assessment 
of the property and an increase in property taxes. Under the current lease, if the property sells 
prior to July 25, 2021, the new owner would not be able to pass through the increase in 
property taxes to the City. Under the proposed first amendment, the new owner could pass­
through the increase in property taxes to the City in exchange for $2,600,000 in rent credits. 

According to the Real Estate Division, the City only leases a portion of the property located at 
350 Rhode Island and the other tenants are private businesses. Therefore, the Real Estate 
Division would not recommend that the City purchase the 350 Rhode Island property. 
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According to the Real Estate Division, the City's determination of the property's market value is 

approximately $134 million. 2 As shown below in Table 1, the property's estimated new 
assessed va!ue wou!d increase the City's share of property taxes for ::\SO Rhode Island by 
approximately $55,302 per month. The proposed $2.,600,000 rent credit is equivalent to 
approximately 47 months of property tax pass-through protection. 

Table 1: Calculation of Change in Property Taxes 

Current 

Upon Building Sale 5 

Difference 

Value of Rent Credit 

Months of Property Tax Protection 6 

Source: Real Estate Division 

Estimated 
Assessed Value 

$60,000,000 

$134,000,000 

$74,000,000 

Annual 
Property Tax3 

$697,800 

$1,558j420 

$860,620 

City 
Share4 

$538,074 

$1,201,698 

$663,624 

Property Tax 
. Per Month 

$44,839 

$100,141 

$55,302 

$2,600,000 

47 
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Section 4. 7 in the current lease provides property tax pass-through protections if the property 

is sold prior to July 2021, as noted above. The protections would extend through the term of 
the lease through July 2033. Section 4.7 gives the owner the right to purchase those protections 
from the City, contingent on the owner paying to the City the amount of the increased property 
taxes through July 2033. Under Section 2.4, because the purchase of the property tax pass­
through protection is based on an estimate of the increase in property taxes from the sale of 

2 
The estimated transfer taxes to the City in FY 2019-20 from the proposed sale of 350 Rhode Island are $4 million. 

3 
Based on property taxes of 1.163 percent of assessed value. 

4 
Based on the City occupying 77.11 percent of the building. 

5 
This is Real Estate Division's estimated market value if the building was to be sold today. 

6 
Months of Property Tax Protection is calculated by dividing the $2.6 million rent credit by the estimated $55,302 

increase in property taxes. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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the property, if the amount paid by the owner to the City is underestimated, the City will 
receive a credit. 

The proposed first amendment to the lease removes Section 4.7. Under the proposed first 
amendment, the property tax pass-through credit "in no event shall ... exceed $2.6 million". The 
$2.6 million pass-through credit is a negotiated amount, based on the estimated property sale 
price of $134 million and the resulting property tax increase due to the reassessment of the 
property at the time of sale. Under the proposed first amendment, the City would not receive 
additional credit if the increase in property taxes to be passed through to the City exceeds $2.6 
million. 

Based on the Budget and Legislative Analyst's calculations, the $2.6 million property tax pass­
through credit under the proposed first amendment is sufficient to compensate the City for an 
increase in property taxes at the estimated sales price of $134 million. Although the proposed 
first amendment to the lease removes the Section 4.71anguage that provides for a credit to the 
City if the actual increase in property taxes passed through to the City is more than the 
estimated property tax to be passed through, based on our calculations, the actual increase in 
property taxes is not likely to be more .than the $2.6 million property tax pass-through credit. 7 

Therefore, we recommend approval of the proposed resolution. 

Approve the proposed resolution. 

7 The Budget and Legislative Analyst calculated the net present value of the property tax pass-through to the City 
at a range of sales prices, and found that the $2.6 million was sufficient to credit the City for the increase in the 
property tax pass-through. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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lteml Department: 
File 19-0920 Real Estate Division 
(Continued from October 2, 2019} 

': ~"'~ ~::,0%::,_ ~ """~"" ~~'"":: %;'s~ "'"' _"" "" ? dJ:'"'fr= "'~'"',""F~ "-"J~: "' '%- '00 """' , "' =~ " 00 "' ~ ; kJ;:;:"":GV!B 

;Sa<w~C3~1lh~~!!tNIN!~~~ ~ '~ ,~"L ;;J,,, , , ,,~ , , ,' ',, , , ""' w , , ," ",~,, "s 
Legislative Objectives 

• The proposed resolution would authorize the first amendment to the City's lease with 
Lexington Lion San Francisco LP (Lexington) for 350 Rhode Island Street, providing a 
$2,600,000 credit to the City in exchange for removing the City's protection from the pass 
through of increased property taxes from the sale of the property prior to July 2021. 

Key Points 

Cl In October 2017, the Board of Supervisors c;~pproved a lease between the City as tenant 
and Lexington, as landlord to relocate the District Attorney's Office and the Police 
Investigations Unit from the Hall of Justice to 350 Rhode Island Street. 

• The owner of 350 Rhode Island is planning to sell the property, which will trigger a re~ 
assessment of the property and an increase in property taxes. Section 4.7 in the current 
!ease provides property tax pass-through protections ~o the City if the property is sold. 

prior to July 2021, but gives the owner the right to purchase those protections from the 
City. If the amount of the property tax pass-through protection paid by the owner to the 
City is underestimated, the City will receive a credit. 

. ' 
• The proposed first amendment to the lease removes Section 4.7. Under the proposed first 

amendment, the property tax pass-through credit "in no event shall ... exceed $2.6 
million". The $2.6 million pass-through credit is a negotiated amount, based on the 
estimated property sale price of $134 miiiion and the resulting property tax increase due 
to the reassessment of the property at the time of sale. Under the proposed first 
amendment, the City would not receive additional credit if the increase in property taxes 
to be passed through to the City exceeds $2.6 million. 

Fiscal Impact 

• According to the Real Estate Division, the City's determination of the property's market 
value is approximately $134 million. The property's estimated new assessed value would 
increase the City's property tax payable by approximately $55,302 per month. The 
proposed $2,600,000 rent credit is equivalent to approximately 47 months of property tax 
pass-through protection. 

• Although the proposed first amendment to the lease removes Section 4.7 that provides 
for a credit to the City if the actual increase in property taxes passed through to the City is 
more than the estimated property tax to be passed through, based on our calculations, 
the actual increase in property taxes is not likely to be more than the $2.6 million 
property tax pass-through credit. 

Recommendation 

• Approve the proposed resolution. 

SAN FRANCISCO BOARD OF SUPERVISORS 
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City Charter Section 9.118{b) requires Board of Supervisors approval of amendments to 
agreements with a fiscal impact of more than $500,000, if the original agreement had a term of 

more than ten years or an amount of $10 million or more. 
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350 Rhode Island lease 

In October 2017, the Board of Supervisors approved a lease between the City as tenant and 
lexington lion San Francisco LP (Lexington), a Delaware limited partnership, as landlord to 
relocate the District Attorney's Office and the Police Investigations Unit from the Hall of Justice 
to 350 Rhode Island Street (File 17-1109). The lease term is for 15 years from July 25, 2018 
through July 24, 2033, with one five-year option to renew for a total 20 year term through 
2038. The District Attorney's Office is moving into 350 Rhode Island Street in phases, as the 

leases with existing tenants at that location expire. The District Attorney's Office has completed 
Phase I of the relocation implementation and is currently moving some of its operation into its 
leased location at 350 Rhode Island with Phase II completion and full relocation to be 
completed before the end of 2020. Under the lease agreement, the City to date has paid 
approximately $5.5 million in rent and operating costs, increasing to $8.9 million by 2020, when 
the District Attorney's Office moves into all of the leased space in the building. Over the term of 
the 15-year lease, the City is projected to incur rent and operating costs of $149,467,245. 

Commercial property owners are able to pass through property tax increases resulting from the 
sale of the property. 1 The current lease includes a provision that protects the City from the 
pass-through of property tax increases that may occur from sale of the property if the sale 
occurs prior to July 2021. 

DET~ILS OE BROP9SED l.lEGISI.l~l!I(])N 

The proposed resolution. would authorize the first amendment to the City's lease with 
Lexington for 350 Rhode Island Street, providing a $2,600,000 credit to the City in exchange for 
removing the City's protection from the pass through of increased property taxes from the sale 
of the property prior to July 2021. All other provisions of the current lease agreement will not 

change. 

As noted above, the current lease does. not allow the pass-through of increased property taxes 
if the property is sold prior to July 2021. However, Section 4.7 of the current lease provides for 
the owner to purchase the value of the property tax pass. through ("Proposition 13 Purchase 
Price"), based on a ca.lculation defined in the lease. 

1 Property taxes are levied based on the assessed value of the property. Under Proposition 13, the assessed value 
of the property is based on the sale price, and can only increase by 2 percent per year or by the Consumer Price 
Index (CPI), whichever is lower. Sale of the property triggers a reassessment of the property value, which results in 
increased property taxes if the assessed value increases. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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Pending Building Sale 

According to Mr. John Updike/ Real Estate Division Special Project Manager/ the owner of 350 
Rhode Island is planning to sell the property to a r:1ew owner/ which will trigger a re-assessment 
of the property and an increase in property taxes. Under the current lease/ if the property sells 
prior to July 251 20211 the new owner would not be able to pass through the increase in 
property taxes to the City. Under the proposed first amendment/ the new owner could pass­
through the increase in property taxes to the City in exchange for $21 6001000 in rent credits. 

According to the Real Estate Division/ the City only leases a portion of the property located at 
350 Rhode Island and the other tenants are private businesses. Therefore/ the Real Estate 
Division would not recommend that the City purchase the 350 Rhode Island property. 
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According to the Real Estate Division/ theCitis determination of the propertis market value is 
approximately $134 million. 2 As shown below in Table 11 the propertis estimated new 
r:~sspssPrl vr:~luP would increasP the City1s share of property taxes for 350 Rhode Island by 
approximately $551 302 per month. The proposed $2 1 6001000 rent credit is equivalent to 
approximately 47 months of property tax pass-through protection. 

Table 1: Calculation of Change in Property Taxes 

Current 

Upon Building Sale 5 

Difference 

Value of Rent Credit 

Months of Property Tax Protection 6 

Source: Real Estate Division 

Estimated 
Assessed Value 

$60,000/000 

$134,000,000 

Annual 
Property Tax3 

$697/800 

$11558A20 

City 
Share 4 

$538/074 

$1/201/698 

Property Tax 
Per Month 

47 

Section 4.7 in the current lease provides property tax pass-through protections if the property 
is sold prior to July 20211 as noted above. The protections would extend through the term of 
the lease through July 2033. Section 4.7 gives the owner the right to purchase those protections 
from the City/ contingent on the owner paying to the City the amount of the increased property 
taxes through July 2033. Under Section 2.41 because the purchase of the property tax pass­
through protection is based on an estimate of the increase in property taxes from the sale of 

2 The estimated transfer taxes~ to the City in FY 2019-20 from the proposed sale of 350 Rhode Island are $4 million. 
3 Based on property taxes of 1.163 percent of assessed value. 
4 Based on the City occupying 77.11 percent of the building. 
5 This is Real Estate Division's estimated market value if the building was to be sold today. 
6 Months of Property Tax Protection is calculated by dividing the $2.6 million rent credit by the estimated $55,302 
increase in property taxes. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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the property, if the amount paid by the owner to the City is underestimated, the City will 
receive a credit. 

The proposed first amendment to the lease removes Section 4.7. Under the proposed first 
amendment, the property tax pass-through credit "in no event shall. .. exceed $2.6 million". The 
$2.6 million pass-through credit is a negotiated amount, based on the estimated property sale 
price of $134 million and the resulting property tax increase due to the reassessment of the 
property at the time of sale. Under the proposed first amendment, the City would not receive 
additional credit if the increase in property taxes to be passed through to the City exceeds $2.6 
million. 

Based on the Budget and Legislative Analyst's calculations, the $2.6 million property tax pass­
through credit under the proposed first amendment is sufficient to compensate the City for an 
increase in property taxes at the estimated sales price of $134 million. Although the proposed 
first amendment to the lea5e removes the Section 4.7 language thatprovides for a credit to the 
City if the actual increase in property taxes passed through to the City is more than the 
estimated property tax to be passed through, based on our calculations, the actual increase in 
property taxes is not likely to be more than the $2.6 million property tax pass-through credit. 7 

Therefore, we recommend approval of the proposed resolution. 
-

RE€(J)MMEN1!>~1li0N 

Approve the proposed resolution. 

7 The Budget and Legislative Analyst calculated that the net present value of the property tax pass-through to the 
City at a range of sales prices, and found that the $2.6 million was sufficient to credit the City for the increase in 
the property tax pass-through. 

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST 
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Legislative Objectives 

• The proposed resolution would authorize the first amendment to the City's lease with 
Lexington Lion San Francisco LP (Lexington) for 350 Rhode Island Street, providing a 
$2,600,000 rent credit to the City in exchange for removing the City's protection from 
increases in rent due to the pass through of increased property taxes from the sale of the 
property prior to July 2021. All other provisions of the current lease agreement will not 
change. 

Key Points 

• In October 2017, the Board of Supervisors approved a lease between the City as tenant 
and Lexington, as landlord to relocate the District Attorney's Office and the Police 
Investigations Unit from the Hail of Justice to 350 Rhode Island Street (File 17-1109). 

• The current lease protects the City against the pass-through of property tax increases 
triggered by a property sale if the sale occurs prior to July 25, 2021. 

• According to the Real Estate Division, the owner of 350 Rhode Island is planning to sell the 
property to a new owner, which will trigger a re-assessment of the property and an 
increase in property taxes. The Real Estate Division agreed to negotiate the $2,600,000 in 
rent credits in exchange for giving up the City's protection from the pass-through of 
increased property taxes because the Real Estate Division determined that the rent cost 
to the City, including rent credits, would likely be less under the proposed first 
amendment than under the existing lease. According to the Real Estate Division, because 
commercial property sales prices will likely increase between 2019 and June 2021, when 
the property tax pass-through protection ends, the City could P<1Y significantly higher rent 
due to the property tax pass-through if the property sells after June 2021. 

Fiscal Impact 

• According to the Real Estate Division, the City's determination of the property's market 
value is approximately $134 million. The property's estimated new assessed value would 
increase the City's property tax payable by approximately $55,302 per month. The 
proposed $2,600,000 rent credit is equivalent to approximately 47 months of property tax 
pass-through protection. 

Recommendation 

• Approve the proposed resolution. 
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City Charter Section 9.118(b) requires Board of Supervisors approval of amendments to 
agreements with a fiscal impact of more than $500,000, if the original agreement had a term of 
more than ten years or an amount of $10 million or more. 

350 Rhode Island Lease 

In October 2017, the Board of Supervisors approved a lease between the City as tenant and 
Lexington Lion San Francisco LP (Lexington), a Delaware limited partnership, as landlord to 
relocate the District Attorney's Office and the Police Investigations Unit from the Hall of Justice 
to 350 Rhode Island Street (File 17-1109). The lease term is for 15 years from July 25, 2018 
through July 24, 2033, with one five-year option to renew for a total 20 year term through 
2038. The District Attorney's Office is moving into 350 Rhode Island Street in phases, as the 
leases with existing tenants at that location expire. The District Attorney's OffiCe has completed 
Phase i of the relocation implementation and is currently moving sorne of its operation into its 
leased location at 350 Rhode Island with Phase II completion and full relocation to be 
completed before the end of 2020. Under the lease agreement, the City to date has paid 
approximately $5.5 million in rent and operating costs, increasing to $8.9 million by 2020, when 
the District Attorney's Office moves into all of the leased space in the building. Over the term of 
the 15-year lease, the City is projected to incur rent and operating costs of $149,467,245. 

Commercial property owners are able to pass through property tax increases resulting from the 
sale of the property. 1 The current lease· includes a provision that protects the City from 
increased rent due to the pass through of increased property taxes from the sale of the 
property if the sale occurs prior to July 2021. 

The proposed resolution would authorize the first amendment to the City's lease with 
Lexington for 350 Rhode Island Street, providing a $2,600,000 rent credit to the City in 
exchange for removing the City's ·protection from increases in rent due to the pass through of 
increased property taxes from the sale of the property prior to July 2021. All other provisions of 
the current lease agreement will not change. 

Pending Building Sale 

According to Mr. John Updike, Real Estate Division Special Project Manager, the owner of 350 
. Rhode Island is planning to sell the property to a new owner, which will trigger a re-assessment 
of the property and an increase in property taxes. Under the existing lease, if the property sells 
prior to July 25, 2021, the new owner would not be able to pass through the increase in 
property taxes to the City. Under the proposed first amendment, the new owner could pass-

1 Property taxes are levied based on the assessed value of the property. Under Proposition 13, the assessed value 
of the property is based on the sale price, and can only increase by 2 percent per year or by the Consumer Price 
Index (CPI), whichever is lower. 
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through the increase in property taxes to the City in exchange for $2,600,000 in rent credits. 
Atcording to Mr. Updike, the City agreed to negotiate the $2,600,000 in rent credits in 
exchange for giving up the City's protection from the pass-through of increased property taxes 
because the Real Estate Division determined that the rent cost to the City, including rent 
credits, would likely be less under the proposed first amendment than under the existing lease. 
According to Mr. Updike, because commercial property sales prices will likely increase between 
2019 and June 2021, when the property tax pass-through protection ends, the City could pay 
significantly higher rent due to the property tax pass-through if the property sells after June 
2021. 2 

According to the Real Estate Division, the City only leases a portion of the property located at 
350 Rhode Island and the other tenants are private businesses. Therefore, the Real Estate 
Division would not recommend that the City purchase the 350 Rhode Island property. 

Ar.c:ording to the Rer1! Fstr1te Division, thP. rity's dptf>rminrJtion of the propPrty's mr1rket vr1lue is 

approximately $134 million.3 As shown below in Table 1, the property's. estimated new 
assessed value would increase the City's share of property taxes for 350 Rhode Island by 
approximately $55,302 per month. The proposed $2,600,000 rent credit is equivalent to 
approximately 47 months of property tax pass-through protection. 

Table 1: Calculation of Change in Property Taxes 

Current 

Upon Building Sale 6 

Difference 

Value of Rent Credit 

Months of Property Tax Protection 7 

Source: Real Estate Division 

Approve the proposed resolution. 

Estimated 
Assessed Value 

$60,000,000 

$134,000,000 

$74,000,000 

Annual 
Property Tax4 

$697,800 

$1,558,420 

$860,620 

City 
Share 5 

$538,074 

$1,201,698 

$663,624 

Property Tax 
Per Month 

$44,839 
$100,141 

$55,302 

$2,600,000 

47 

2 According to the Budget and Legislative Analyst's calculations, the net increase in rent to the City under the 
proposed first amendment is .less than the net increase in rent under the existing lease, if the property were to sell 
after June 2021 for an amount ranging from 10 percent less to 15 percent more than the current estimated sales 
price. 

· 
3 The estimated transfer taxes to the City in FY 2019-20 from the proposed sale of 350 Rhode Island are $4 million. 
4 Based on property taxes of 1.163 percent of assessed value. 
5 Based on the City occupying 77.11 percent of the building. 
6 This is Real Estate Division's estimated market value if the building was to be sold today. 
7 Months of Property Tax Protection is calculated by dividing the $2.6 million rent credit by the estimated $55,302 
increase in property taxes. 
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FIRST AMENDMENT TO LEASE 

THIS FIRST AMENDMENT TO LEASE (this "First Amendment") is made as of 
September_, 2019, by and between LEXINGTON LION SAN FRANCISCO L.P., a 
Delaware limited partnership ("Landlord"), and the CITY AND COUNTY OF SAN 
FRANCISCO, a municipal corporation ("CitY" or "Tenant"). 

RECITALS 

A. Landlord and Tenant are now parties to that certain Lease dated as of September 28, 
2017 (the "Lease"), as supplemented by that certain Notification of Rentable Square Footage of 
Phase I dated November 30, 2017, executed by CBRE, Inc. as managing.agent for Landlord, that 
certain Notice to Install Rooftop Equipment dated May 23, 2019, and those certain letter 
agreements between Landlord and Tenant dated April24, 2018, June 18,2018, October 10,2018, 
and January 15, 2019. Pursuant to the Lease, Tenant leases certain Premises in that certain building 
located at 350 Rhode Island Street-North, San Francisco, California. The Premises are more 
particularly described in the Lease. Capitalized terms used herein without definition shall have 
the meanings defined for such terms jn the Lease. 

B. Landlord and Tenant desire, subject to the terms and conditions set forth below, to 
amend the Lease to, among others things, (i) provide Tenant with a credit against rent coming due 
under the Lease in the amount of$2,600,000 and (ii) amend the definition of Real Estate Taxes to 
delete any exclusion from increases in Real Estate Taxes attributable to any transfer of any of 
Landlord's interest in the Building or the real property on which the Building is located. 

NOW~ THEREFORE, in consideration of the foregoing Recitals, which are incorporated 
herein by this reference, the mutual promises and conditions contained herein, and for other good 
and valuable consideration, the receipt and sufficiency of which are hereby acknowledged, 
Landlord and Tenant ·hereby agree as follows: 

1. Rent Credit. Commencing on the first day of the next calendar month after the effective 
date of First Amendment, and continuing through May 1, 2023, Tenant shall be entitled to 
a credit against the Rent due under the Lease in accordance with the schedule below. In 
no event shall the total credit against Rent provided for in this Section 1 exceed $2,600,000. 

733415679.4 

Schedule of Rent Credits: 

Date of Credit 

1st day of month following effective date 
May 1, 2020 
November 1, 2020 
May 1, 2021 
November 1, 2021 
May 1, 2022 
November 1, 2022 
May 1, 2023 

1 

Amount of Credit 

$357,357 
$357,357 
$313,308 
$313,308 
$319,572 
$319,572 
$309,7()3 
$309,763 



2. Definitions. The defmition of Real Estate Taxes set forth in Section 4.5 of the Lease is 
deleted in its entirety and replaced with the following: 

"Real Estate Taxes" means all taxes, assessments and charges levied upon or with 
respect to the Property or Landlord's interest in the Property. Real Estate Taxes shall 
include, without limitation, all general real property taxes and general and special 
assessments, charges, fees, or assessments for transit, housing, police, fire, or other 
governmental services, any tax on or measured by the rent, or imposed against the right to 
rent or against the business of leasing any portion of the Property (measured as if the 
receipts from the Property were the only receipts of Landlord), induding but not Hmited to 
the Homelessness Gross Receipts Tax set forth in San Francisco Business and Revenue 
Code Article 28, Sections 2801 through 2814 (the "Proposition C Tax"), service payments 
in lieu of taxes that are now or hereafter levied or assessed against Landlord by the United 
States of America, the State of Califorilla or any political subdivision thereof, public 
corporation, district, or any other political or public entity, and shall also include any other 
tax, fee or other excise, however described, that may be levied or assessed as a substitute 
for, or as an addition to, in whole or in pa..rt, any other Real Estate Taxes. Notwithstanding 
the foregoing, Real Estate Taxes shall exclude (1) franchise, transfer, inheritance, capital 
stock taxes or income taxes measured by the net income of Landlord from all sources 
unless, due to a change in the method of taxation, any of such taxes is levied or assessed 
against Landlord as a substitute for, or as an addition to, in whole or in part, any other tax 
that would otherwise constitute a Real Estate Tax, (2) any penalties, fines, interest or 
charges attributable to the late payment of any taxes, except to the extent attributable to 
City's failure to pay its portion of Real Estate Taxes hereunder and (3) any personal 
property taxes payable by City hereunder or by any other tenant or occupant of the 
Building. Notwithstanding the foregoing, (1) Landlord agrees to use commercially 
reasonable efforts to obtain an exemption from the Proposition C Tax with respect to the 
rent paid by Tenant, based on an exemption to the Proposition C Tax for payments made 
by government agencies (and Tenant shall cooperate with obtaining such exemption), and 
(2) upon receipt of such exemption, anJamount that is actually so exempt shall not be 
included in "Real Estate Taxes" under this Lease, and any Proposition C Tax payments 
that Landlord must make with respect to rents received from other tenants in the Building 
shall be allocated among such other tenants. In addition, for the avoidance of any doubt, 
nothing contained in this Lease is intended to excuse City from paying its pro rata share of 
Real Estate Taxes (including, without limitation, as a result of reassessments) resulting 
from any transfer of any of Landlord's interest in the Building or the real property on which 
the Building is located, or any construction arid/or improvements made to the Building or 
the real property upon which it is located." 

3. No Prop 13 Protection. The last paragraph of Section 4.7 of the Lease is deleted in its 
entirety and, as such, City shall not be entitled to the benefit of any Prop 13 Protection 
Amount or any Prop 13 Purchase Price. 

4. Miscellaneous. 

(a) This First Amendment is the entire agreement between the parties with respect to . 
the subject matter hereof and supersedes all prior and contemporaneous oral and written 
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agreements and discussions. This First Amendment may be amended only by an agreement 
in writing, signed by the parties hereto. 

(b) This First A men<imflnt will hecome effective on the later of: (a) the effective date 
of a resolution adopted by the City's Board of Supervisors approving this First 
Amendment, and (b) the date that this First Amendment is duly executed by Landlord and 
City. This First Amendment is binding upon and. shall inure to the benefit of the parties 
hereto, and their respective successors and assigns. 

(c) This First Amendment may be executed in any number of counterparts, each of 
which shall be deemed an original, but all of which when taken together shall constitute 
one and the same instrument. The signature page of any counterpart may be detached 
therefrom without impairing the legal effect of the signature(s) thereon provided such 
signature page is attached to any other counterpart identical thereto except having 
additional signature pages executed by other parties to this First Amendment attached 
thereto. 

(d) Except as amended and/or modified by this First Amendment, the Lease is hereby 
ratified and confirmed and all other terms of the Lease shall remain in full force and effect, 
unaltered and unchanged by this First Amendment. In the event of any conflict between 
the provisions of this First Amendment and the provisions of the Lease, the provisions of 
this First Amendment shall prevail. Whether or not specifically aniended by this First 
Amendment, all ~fthe terms and provisions of the Lease are hereby amended to the extent 
necessary to give effect to the purpose and intent of this First Amendment. 

[Signatures are on the next page.] 
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IN WITNESS WHEREOF, the parties hereto have executed this First Amendment as of 
the day and year first above written. 

LANDLORD: 

LEXINGTON LION SAN FRANCISCO L.P., 
a Delaware limited partnership 
By: Lexington Lion San Francisco GP LLC, 

a Delaware limited liability company, its general partner 

By: CLPF~LXP/LV, L.P., 
a Delaware limited partnership, its sole member 

By: CLPF-LXP/LV GP, LLC, 
a Delaware limited liability company, its general partner 

By: Clarion Lion Properties Fund Holdings, L.P., its sole member 

LANDLORD: 

By: CLPF -Holdings, LLC, its general partner 

By: Clarion Lion Properties Fund Holdings REIT, LLC, 
its sole member 

By: Clarion Lion Properties Fund, LP, 
its managing member 

By: Clarion Partners LPF GP, LLC, 
its general partner 

By: Clarion Partners, LLC, 
its sole member 

By:~~ Name~3\\is~~ 
Title: Authorized Signatory U 

Acknowledged and agreed 
this~ day of Setk\l\1?eV, 2019: 

CITY AND COUNTY OF SAN FRANCISCO, 
a municipal corporation 

By: ___________ _ 

Name: Andrico Q. Penick 
Title: Director of Property 

'/33415679.4 
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Approved as to Form: 

Charles Sullivan 
Deputy City Attorney 



725343661.6 

LEASE 

between 

LEXINGTON LION SAN FRANCISCO L.P ., 
as Landlord 

and 

CITY AND COUNTY OF SAN FRANCISCO, 
as Tenant 

Suites 100, 110, 130, 140, 200, 210, 220, 230, 300, 350, 360 and 400 

350 Rhode Island Street-North. 
San Francisco, Califo1:nia 

Septem~er 28,2017. 
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DEFINITIONS 

"ACM" shall haye the meaning set forth in Section 23.34. 

"Actual Knowledge" whether or not capitalized, when referring to Landlord, shall have the 
meaning set forth in Section 21.2. 

"Additional Charges" shall have the meaning set forth in Section 1 and Section 4.4. 

"Additional Serviqes" shall have the meaning set forth in. Section 9.7. 

"Affiliate" of a person or entity shall mean a person or entity that directly or indirectly owns or is 
owned by, controls or is controlled by, or under conunon ownership control with anothet · 
party. For purposes of this definition, the term "control" shall mean the possession; directly 
or indirectly, of the power to direct or cause the direction of the management or policies of 
such person, whether through the ownership of voting rights or by contract or otherwise. 
Without limiting the foregoing, an Affiliate shall include any person that beneficially owns 01' 

holds more than thirty five .percent (35%) of any voting interest or equity interest in another 
person or entity. 

"Affiliate Lien" shaH have the meaning set forth in Section 15.5. 

"Agents" shall have the meaning set forth in Section 23.5. 

"Allowance" shall have the meaning set forth in Section 1 and Section 22.1 (j). 

"Alterations'' shall have the meaning set forth in Section 7.1. · 

"Award" shall have the meaning set forth in Section 13.1. 

"Banking Use" sh~ll have the meaning set forth in Section 5.1 (b). 

"Base Building Improvements" shall have the meaning set forth in Section 2.4. 

"Base Rent" shall have the meaning set forth in Section 1 and Section 4.1. 

"Basic Lease Information" shall have the meaning set forth in Section 1. 

''BORP" shall have the meaning set forth in Section 23.35. 

"Building" shall have the meaning set forth in Section 1 and Section 2.1. 

"Building Rules and Regulations" shall have the meaning set forth in Section 5.2. 

"Building Systems" shall have the meaning set forth in Section 8.1. 

"Casualty" shall have the meaning set forth in Section 12.1. 

"Casualty Notice" shall have the meaning set forth in Section 12.3. 

"CERCLA" shall have the meaning set forth in Section 21.1. 

"City" shall have the meaning set forth in the introductory paragraph., 

"City Program Affiliate" shall have the meaning set forth in Section 14.2. 

"City Requirements" shall have the meaning set forth in Section 23 .36. 

"City Service Charges" shall have the meaning set forth in Section 4.4(a). 

"City's Extension Notice" shall have the meaning set f01th in Section 3.3(b). 

Definitions- Page 1 
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"City's Percentage Share" shall have the meaning set forth in Section l-and Section 4.5. 

"City's Personal Property" shall have the meaning set forth in Section 7.3. 

"City's Representative" shall have the meaning set fOlth in Section 4.9(b). 

"Claims" shall have the meaning set forth in Section 16. 1. 

"CMD" shall have the meaning set forth in Section 23.25(d). 

"Code'' shall have the meaning set forth in Section 23.27. 

"Commencement Date" shall have the meaning set forth in Section 1 and Section 3 .1. 

"Common Areas" shall have the meaning set forth in Section 2.2. 

<'Confidential Information'' shall have the meaning set forth in Section 4.11. 

"Confidential Trade Secret" shall have the meaning set forth in Section 4.11. 

"Constmction Administration Fee" shall have the meaning set forth in Section 6.1(d). 

"Consultation Period" shall have the meaning set forth in Section 3A(d). 

"Cosmetic Alteration" shall have the meaning set forth in Section 7 .1. 

"Daily Basis" shall have the meaning set folth in Section 9 .1. 

"Date of Taking" shall have the meaning set forth in Section 13 .1. 

"DBI" shall have the meaning set fo1th in Section 23.35. 

"Disabilities Laws" shall have the meaning set forth in Section 1 0.1. 

''Effective Date" shall have the meaning set forth in Section 1 and Section 23.30. 

· "Encumbrance" shall hav~ the meaning set forth in Section 11. 

"Environmental Laws" shall have the meaning set forth in Section 21.1. 

"Essential Services'' shall have the ineaning set forth in Section 4.14. 

"Estimated Coillmencement Date" shall have the meaning set fmth in Section 1. 

"Event of Default'~ shall have the meaning set forth in Section 15 .1. 

"ExcessPo1tion'' shall have the meaning set forth in Section 15.5. 

"Exercise Notice" shall have the meaning set forth ill Section 22.1. 

"Expense Shortfall" shall have the meaning set fmth in Section 4.6. . . . 

"Expense Year" shall have the meaning set forth in Section 4.5. 

"Expiration Date" shall have the meaning set forth in Section 1. 

"Extended Outside Delivery ]_)ate" shall have the ineaning set fotth in Section 3.3(b). 

"Extension Authorizing Resolution;, shall have the meaning set forth in Section 3.4 (b). 

"Extension Exel'cise Notice'' shall have the meaning set forth in Section 3.4(a). 

"Extension Option" shall have the meaning set forth in Section 1 and Section 3.4. 

"Extension Term" shall have the meaning set forth in Section 3.4. 
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?'Extraordinary Improvements" shall have the meaning set forth in Section 20. 

"Financial Institution" shall have the meaning set forth in Section 5.1. 

"Financing Lien" shaH have the meaning set forth in Section 15.5. 

"Hazardous Material" shall have the meaning set forth in Section 21.1. 

''HEP A" shall have the meaning set forth in Section 6. 7. 

"Indemnify" shall have the meaning set forth in Section 16.1. 

"Independent CP N' shall have the meaning set f01th in Section 4.9( c). 

"Initial Term" shall have the meaning set forth in Section 3.1. 

"Invitees" shall have the meaning set forth in Section 23.5. 

"Judgment Lien" shall have the meaning set fC!1th in Section 15.5. 

"Landlord" shall have the meaning set forth in the introductory paragraph and Section 1. 

"Landlord Delay" shall have the meaning set forth in Section 3.1(b). 

"Landlord's Expense Statement" shall have the meaning set forth in Section 4.6: 

"Landlord's Suspension Notice" shall have the meaning set forth in Section 3.3(b). 

"Landlord's Suspension Request" shall have the meaning set forth in Section 3.3(b). 

"Landlord's Tax Statement" shall have the meaning set forth in Section 4. 7. 

"Laws" shall have the meaning set forth in Section 1 0.1. 

"Lease" shall have the meaning set forth in the introductory paragraph. 

"Leasehold Improvement Work" shall have the meaning set forth in Section 6.1 (a). 

"Leasehold Improvements" shall have the meaning set forth in Section 1 and Section 6.1(a). 

"Legislative Approval Deadline" shall have the meaning set f01ih in Section 22.1 (g). 

"Life Safety Laws" shall have the meaning set forth in Section 10 .1 . 

. "Major Damage or Destruction'' shall have the meaning set forth in Section 12.3, 

"Market Rent" shall have the meaning set f01ih in Exhibit G. 

"Memorandum of Lease'' shall have the form set forth in ·section 23.26 and Exhibit K. 

"Operating Costs" shall have the meaning set forth in Section 4.5. 

"Option Rent" shall have the meaning set forth in Section 3 .4(c). 

"Outside Agreement Date" shall have the meaning set forth in Section 3.4(d). 

"Outside Delivery Date" shall have the meaning set forth in Section 3.3(b). 

"Permitted LTV Ratio" shall have the meaning set forth in Section 15.5. 

"Pel'mitted Use" shall have the meaning set forth in Section 5 .1. 

"Planning Deadline" shall have the meaning set forth in Section 22.l(g). 

"Premises" shall have the meaning se:t forth i;n Sections 1 and 2.1 and shown inExhibitA. 

Definitions- Page 3 
725343661.6 



"P~ohibited Use" shall have the meaning set fmth in Section 5.1(a): 

"Projected Completion Date;; shall have the meaning set forth in Section 3.3(b). 

"Projected Repair Time') shall have the meaning set forth in Section 12.3. 

"Property" shall have the meaning set forth in Section 2 .. 1. 

"Proposed Option Rent Notice" shall have the meaning set forth' in Section 3.4(d). 

''Prorated Abatement Days'' shall have the meaning set forth in Sectiort22.l(i). 

"Real Estate Taxes'' shall have the meaning set forth in Section 4.5. 

"Recapture" shall have the meaning set fotth i.n Section 14.3 (b). 

"Release" shall have the meaning set forth in Section 21.1. 

''Removal Items" shall have the meaning set f01ih in Section 20. 

"Rent" shall have the meaning set forth in Section 4.4. 

"Rentable area" shall have the meaning set forth in Section 2.1 (b). 

''Rentable square feet" shall have the mea.ni:Qg set forth-in Section 2.1(b). 

''ROM Budgef) shall have the meaning set forth in Section 22.1(e). 

"Rules and Regulations" shall have the meaning set forth in Section 5.2. 

"Seismic Safety Laws') shall have the meaning set forth in Section 10 .1. 

'~Self-insure" shall have the meaning set forth in Section 17 .1. 

"SNDA'' shall have the meaning set forth in Section 11.2. 

"Sole Cost" shall have the meaning set forth in Section.4.5(c). 

"Sublet Notification" shall have the meaning set forth in Section 14.3(b). 

"Sublet Premises" shall have the meaning set f01th in Section 14.3(b). 

"Substantially Completed" and "Substantial Completion" shall have the meaning set forth in 
Section 6.2. · 

"Taking;, shall have the meaning set fmth in Section 13.1. 

"Tax Shortfall" shall have the meaning set forth in Section 4.7. 

~'Ta~ Year;; shall have the meaning set forth in Section 4.5 .-

"Tenant" shall have the meaning set forth in the introductory paragraph and Section 1. 

·"Tenant Delay" shall have the meaning. set forth in Section 3.l(c). 

"Term" shall have the meaning set fo~ih in Section 1 and Section 3.l(e). 

"Termination Notice" shall have the meaning set forth in Section 3.3 (b). 

"Tetmination Trigger Date" shall have the meaningset forth in Section 3.3(b). 

"Transfe1· Premium" shall have the meaning set forth in Section 14.3(e). 

~~Transferee" shall have the meaning set forth in Section 14.3(e). 
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"Unavoidable Delay'; shall have the meat:rlngset forth in Section 3.l(d). 

"Unsafe Condition'' shall have the meaning set forth in Section 4.14. 

"Work Letter" Md ''Work Letters" shall have the meaning set fol'th in Section 6.1(a). 
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LEASE 

THIS LEASE (this "Lease"), dated for reference purposes only as of September 28, 2017 
is by and between LEXINGTON LION SAN FRANCISCO L.P ') a Delaware limited partnership 
("Landlord''), and the CITY AND COuNTY OF SAN FRAN~ISCO, a municipal corporation. 
(''City" or "Tenant"). · 

Landlord and City hereby agree as follows: 

1. BASIC LEASE INFORMATION 

The following is a summary of basic lease information (the "Basic Lease Information''). 
Each item below shall be deemed to incorporate all of the terms in this Lease pertaining to such 
item. In the event of any conflict between the information in i:his Section and any more specific 
provision of this Lease, the more specific provision shall controL 

Lease Reference Date: 

Landlord: 

Tenant: 

Building (Section 2.1): 

Phase I Premises (Section 2.1): 

Rentable Area of Phase I 
Premises. (Section 2.1 ): 

725343661.6 

September 28, 2017 

LEXINGTON LION SAN FRANCISCO L.P. 

CITY AND COUNTY OF SAN FRANCISCO 

350 Rhode Island Street~North, San FranCisco, 
California 

The Phas.e I Premises shall consist of certain 
rentable space on the second, third and fourth floors 
ofthe Building; provided, however, the Phase I 
Premises shall be reduced by any portion of the 
Phase I Prenlises that Landlord does not include as 
pmt ofthe Phase I Premises on the Commencement 
Date (collectively, the "Non~Delivered Phase I 
Prem~ses") because, for example, any of the 
existing subtenants did not agree to early 
termination of their respective sublease with respect 
to the NonMDelivered Phase I Premises and/or did 
not timely sun·ender their respective portion of the 
Non-Delivered Phase I Premises. The Phase I 
Premises are shown outlined and labeled on 
Exltibit A consisting of Suites 200 and 210 and the 
entire 3rd and 4th :floors of the Building excluding 
any Non-Delivered Phase I Premises. 

84,695 rentable square feet; provided,.however, the 
Rentable Area of the Phase I Premises shall be 
reduced by the amount of the rentable square feet of 
the Non-Delivered Phase I Premises. 
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Phase II Premises (Section 2.1): 

Rentable .Ai'ea of Phase II 
Premises (Section 2.1 ): 

Parking Rights ($ection2.3): 

Te;rm (Section 3): 

Estimated Cori.11Uenceme:nt Date~ 

Esl:imated Phase.II . 
Commencement Date and Phase 
II Commencement Date: 

725343661.6 

Subject to the provisions of Sectio:n2.1, the Phase II 
Premises shall consist of cettain rentable spaqe on 
the first and second floors ofthe Building and any 
Non-Delivered Phase I Pre:tnises. Subject to the . 
provisions ofSection 2.1, the :Phase II Premises are 
shown outlined and labeled on Exhibit A consisting. 
of Suites 100, 110, 130·, 140,220 and230 and any 
Non-Delivered Phase I Pre:tnises. 

40,427 rentable square feet plus the rentable square 
feet of :my Non-Deliyered Phase I Premises; 
provided, however, that the Phase 1I Pre:tnises may 
be delivered in phases as provided for in this Lease. 

The Pre:tnises shall mean the total area leased by 
r-r1 • J ' ' • · o 1 /"""\. 11 1""1 ' • •' 'I 

1 enanr a~ any g1ven Th.'lle. un me \.....ommencemem 
· D~:J.te; the Premises shall mean the Phas.e I Premises. 
Upof1 Landlprd's delive1y ofthe Phase II Premises 
in accordance with the Lease, the Premises shall 
include the Phase II Pre:tnises. 

City has the right during the Term to two (2) 
parldng space~ for every 1,200 rentable square feet 
of City's then-existing Premises, at the then 
prevailing market rate plus all applicable taxes as 
se~ f~.nth ih Section 2.3. 

Fifteen (15) years, commencing on the 
Commencement Date and ending on the Expiration 
j)ate, subject to City's Extension Option as set forth 
in Section 3.4. The Term shall be extended one day 
for each day ofUnavoidable Delay or Landlord's · 
Delay that causes the Commencement Date to occur 
later than December 31 ~ 2018. 

The "Estimated Commencement Date" shall be 
b~tween July 1, 2018 and December 31, 2018. 

The "Estimated Phase II Commencement Date" 
shall be on or about April 1, 2020; provided, 
however, that (a) if either or both of Citibank with 
re~pect to Suite 140 and Freeman XP with respect 
to Suites 220 and 230 elect to extend the te1m of 
their respective leases with respect to their 
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Commencement Date: 
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respective premises 'pursuant to existing extension 
rights, then the Estimated Pha,se II Commencement 
Date for those applicable portion(s) of the Phase II 
Premises so extended shall be approximately six (6) 
months after the expiration or earlier tennination of 
such respective tenant's lease with respect those 
applicable portion(s) ofthe Phase II Premises leased 
by such tenant, but the Estimated Phase II 
Commencement Date for Suites 100, 110 ap.d 13 0 
shall continue to be Aprill, 2020 (e.g. if only 
Citibank elects to extend the term of its lease. for 
Suite 140 and Freeman XP does not elect to exten,d 
the term of its lease for Suites 220 and 23 0, then the 
Estimated Phase IT Commencement Date for 
Freeman XP' s Suites 220 and 23 0 shall be on or 
about Aprill, 2q20, and the Estimated Phase II 
Commencement Date for Citibank's Suite 140 shall 
be Aprill, 2025 or such eal'lier date as Landlord 
may designate in writing to City), and each phase so 
delivered shall have its own Phase II· 
Commencement Date, and (b) if there is any Non­
Delivered Phase I Premises, then the Estimated 
Phase II Commencement Date for the applicable 
portion(s) of the Non-Delivered Phase I Premises 
shall be approximately six (6) months after the 
expiration or earlier tennination of the applicable 
lease with respect to those applicable portion(s) of 
the Non-Delivered Phase I Premises. The "Phase II 
Commencement Date" shall be the earlier of (i) the 
date Substantial Completion of the Leasehold 
Improvements for the applicable portion ofthe 
Pb,ase II Premises occurs and (ii) the date 
Substantial Completion ofthe Leasehold 
Improvements for the applicable portion of the 
Phase II Premises would have occurred but for 
Tenant Dvlay. Tenant acknowledges and agrees 
that the Phase II Premises may be delivered in 
phases and that the parties shall promptly execute 
an acknowledgement of the date(s) of the Phase II 
Commencement Date with respect to each such 
phase as when the Phase II Commencement Date 
for such applicable portion of the Phase II Premises 
occurs. 

The "Commencement DateH shall be the earlier of 
(i) the date of Substantial Completion of the 
Leasehold Improvements for the Phase I Premises 
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Expiration Date: 

Extension Option (Section 3.4): 

Base Rent for Premises (Section 4.1): 

725343661.6 

and of the Base Building Improvements and (ii) the 
date of Substantlal Completion of the Leasehold 
Improvements for the Phase I Premises would have 
occurred but fot Tenant Delay (but in no event 
earlierthanJuly 1, 2018). 

Landlord shall provide to Tenant not less than 90 
days' notice of the Commencement Date and for 
each Phase II Commencement Date. The parties 
ackn:owledge that the Phase II Premises may be 
delivered in phases. · 

The "Expiration Date" shall be the date 
immediately preceding the fifteenth (151h) 

anniversary of the Commencement Date, subject to 
· one day. of extension for each day of Unavoidable 

Delay or Landlord Delay that causes the 
Commencement Date to occU1' later than December 

·31,2018. 

City shall have the option to extend the Term for 
one (1) term offive (5) years, as set forth in 
Section 3.4. 

Annual Base Rent per rentable square foot on a 
triple net basis for the Premises shall be computed 
in accordance with the following schedule, subject" 
to adjustment as set forth below: 

Period ofTeim 

4 

Year 1 
Year2 
Year3 
Year4 
YearS 
Year6 
Year? 
Year 8 
Year9 
Year 10 
Year 11 . 
Year 12 
Year13 
Year 14 
Year 15 

Arinual Base 
RentPerRSF 

$51.00 
$52.53 
$54.10 
$55.72 
$57.39 
$59.11 
$60.88 
$62.71 
$64.59 
$66.53 
$68.53 
$70.59 
$71.59 
$72.59 
$73.59 



Additional Charges (Section 4.4): 

City's Percentage Shru:e (Section.4.5): 

Use (Section 5.1):. 

Throughout the Term, City shall pay, in addition to 
Base Rent, City's Percentage Share of Operating' · 
Costs and Real Estate Taxes as described in 
Section 4.4. 

The percentage of rentable space leased by City at 
.. · any given time during the Tei:ni compared to 

. 127,100 (i.e., the total rentable space in the 
Building). 

General office, administrative and incidental uses, 
as permitted by law (but not for the detention of any 
persons who are under active criminal investigation) 
for the San Francisco District Attorney's Office and 
San Francisco Police Department and, subject to the 
limitations set forth below, other City departments 
and other public or nonprofit agencies for the 

· performance of their services under contract with 
the City and ·uses incidental thereto, including 
public programs ancillary to the primary use of the 
Premises, if required by the City's Charter or Laws, 
provided that at all times use of the Premises shall 
be consistent with standards of a first-class office 
building. 

Without limiting other uses that are inconsistent 
with the· standards of a fttst-class office building, 
City expressly agrees' that the Premises shall not be 
used for any of the following purposes: (i) drug 
counseling or treatment; (ii) the detention of 
crj.minals; (iii) parole' or probation programs, 
counseling or meetings; (iv) medical clinics, mental 
health programs or other medical services; (v) 
general assistance/welfare disburse1nents or job 
training/counseling or other programs for the 

. recipients of general assistance/welfare 
·disbursements and/or (vi) detention of any persons 
who are under active criminal investigation .. 

In addition, City shall not use or permifthe use of 
the Pre~ises or any portion thereof for Banking Use 
(as defined in Section 5.1). 

Leasehold Improvements (Section 6.1): Landlord shall provide Leasehold Improvements for· 

725343661.6 

· both the Phase I ~remises and the Phase II 
Premises, each pursuant to plans agreed to by City 
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Allowance (Section 6.l(a)): 

Additional Construction 
Allowance (Section 6.1(b)): 

Utilities and Services (Section 9.1): 

Common Area and Building 
·Services (Section 9.2): 

Janitorial Services to Premises 
(Section 9..4): 

Notice Address of Landlord (Section 23.1): 

725343661.6 

and Landlord, as fmther setf01th in Section 6.1 and 
in the applicable Work Letter. 

Landlord shall provide an Allowance of (i) $80.00 
per rentable square foot of the Phase I Pretpises and 
(ii) $80.00 per rentable square foot of the Phase II 
Premises for the construction of the Leasehold 
Improvements as provided in Section 6.1(a) and in 
the applicable Work Letter. 

Landlord shall make av~ilable an Additional 
· Construction Allowance in the amount of (i) $20.00 
per rentable square foot of the Phase I Premises and 
(ii) $20.00 per rentable square foot of the Phase II 
Premises for the construction of the Leasehold 
Improvements as provided in ~ection 6.1(b). City 
shall repay the Additional Construction Allowance 
in the manner described in Section 6.1(b). 

Landlord shall furnish the utilities and services set 
forth :in Section 9 .1. Landlord shall pay ( suhj ect to 
City's payment of City's Percentage Share of 
Operating Costs and subject to City's obligation to 
pay for excess and afterMhours usage, when 
applicable) all utility costs and services, as provided 
in Section 9.1; 

Landlord shall furnish, at Landlord's cost (subject 
to City's payment of City's Percentage Share of 
Operating Costs), janitorial services to the Common 
Areas of the Building and Building security services 
and graffiti removal, as provided in Section 9 .2. 

Landlord shall furnish, at City's cost, mutually 
agreed janitorial services within the Ptemises, as set 
forth in Section 9.4. · 

c/o Clarion Partners· 
601 S. Figueroa Street, Suite 3600 
Los Angeles, CA 90017 
Attn: Christy Hill, CLPF Portfolio Management 
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). 

with copy to: · 

Notice Address for Tenant (Section 23.1): 

with a copy to: 

Contact for Tenant: 

Tenant Contact Telephone No.: 

Alternate Contact for Tenant: 

Alternate Contact Telephone No.: 

Cleaning Products Requirements 
(Section 22.2): 

Bicycle Storage Facilities (Section 23.27): 

Brokers (Section23.8): 

Secu1ity Deposit: 

725343661.6 

c/o Clarion Partners 
601 S. Figueroa Street, Suite 3600 
Los Angeles, CA 90017 
Attn: Christine Kang, CLPF Asset Mfuiager 

City and County of San Francisco 
Real Estate Division 
25 VanNess Avenue, Suite 400 
San Francisco, CA 94102 
Attn: Director of Property 
R~: 350 Rhode Island Stre~t ~North 
Fax No.: (415) 552~9216 

Office of the City Attorney 
City Hall, Room 234 · 
1 Dr. Carlton B. Goodlett Place 
San Francisco, CA 94102-4682, 
Attn: Real Estate/Finance Team 
Re: 350 Rhode Island Street~ North 
Fax 1\[o.: (415) 5~4-4755 

Brian O'Connor, Client Services Manager 

415-554-9877 or 415~725-1475 (cell) 

Marta Bayol, District General Manager 

415-554-9865 or415-699-3569 (cell) 

Landlord shall use commercially reasonable e:ffqrts 
to follow the green cleaning procedures described in 
Section 22.3 and Exhibit 0, provided that City shall 
be responsible for any additional costs incurred by 
Landlord in order to comply with such procedures. 

City shall have non-exclusive access to existing 
Bicycle Storage Facilities and adjacent shower 
facilities located in the underground par~dng garage · · 
beneath the Premises, to which City is entitled to 
use without charge (other than payment of · 
Operating Costs) under Section 2.3 and as provided 
in Section 23.27~ 

CBRE, Inc. 

None 
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2. PREMISES 

2.1 Lease Premises 

(a) Landlord leases to City and City leases from Landlord, subject to the provisions 
of this Lease, those premises in the building identified in the Basic Lease Information (the 
"Building") and shovvn in Exltibit A, the Phase I Premises and the Phase JI Premises, collectively 
referred to herem (upon Landlord's delivery of the space in accordance with this Lease) as the 
"Premises". The Building, the land upon which the Building is located and all other 
improvements on or appurtenances to such land are refen-ed to collectively as the "Property.'' 

(b) The Premises is located on the floors of the Building, and contain the rentable 
area, specified in the Basic Lease Information. Landlord and City hereby stipulate that the 
rentable area of the Premises shall be as set forth in the Basic Lease Information. Landlord and 
Tenant agree that the usable area of the Premises has been verified by both parties and that 
Landlord is utilizing a deemed add-on load factor of24.8% to compute the rentable area ofthe 
"?remises. 

(c) Tenant acknowledges that the Estimated Phase I Commencement Date as 
contemplated in this Lease is subject to Landlord entering into a lease amendment and 
termination agreement, inform and content acceptable to Landlord in the exercise ofLandlord's 
sole discretion, with CEC, the cmrent tenant leasing the Phase I Premises (and subject to CEC 
entering into sublease amendments, in fmm and content acceptable to CEC in the exercise of its 
sole discretion, with the current subtenants leasing the applicable portions of the Phase I 
Premises). If Landlord fails for any reason to enter into such lease amendment and termination 
agreement (and/or CEC fails for any reason to enter into any such sublease amendments), then 
Landlord shall have no liability to City in coooection with such failure and City shall have no 
right to terminate this Lease with respect to any portion 'ofthe.Phase I Premises that is not 
included :in the Phase I Premises as of the Commencement Date (i.e., theNon-belivered Phase I 
Premises), but Landlord shall be required to deliver the applicable portion(s) of the Non~ 
Delivered Phase I Ptemises to City as and when such portion(s) is/are available for lease to CitY, 
which shall be approximately six (6) months after the expiration or earlier termination of CEC's 
lease with respect to the applicable portion(s) of such Non-Delivered Phase I Premises. . 
Accordingly, Landlord and City agree that, notwithstanding anything to the contrary contained in 
this Lea~e, the Non~ Delivered Phase I Premises (including construction ofthe Leasehold 
Improvements within the Non-Delivered Phase I Premises) may be delivered to City in phases. 

(d) Tenant acknowledges that the April I, 2020 Estimated Phase II Commencement 
Date as contemplated in this Lease is subject to Landlord entering into lease amendments, in 
fmm and content acceptable to Landlord in the exercise of its sole discretion, with the current 
tenants leasing the applicable portions of the Phase II Premises. If Landlord fails for any reason 
to enter into any of such lease amendments, then Landlord shall have no liability to City in 
connection with such fail me and City shall have no right to terminate this Lease with respect to 
any pmiion.ofthe Phase II Premises, but Landlotd shall be required to deliver the applicable 
portion(s) of the Phase II Premises to City as and when such po1tion(s) is/are available for lease 
to City, which shall be approximately six ( 6) months after the expiration or earlier termination of 
the applicable tenant's lease with respect to the applicable portion(s) of such Phase II Premises. 
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Accordingly~ Landlord and City agree that, notwithstanding anything to the contrary contained in· 
this Lease, the Phase II Premises (including construction of the Leasehold Improvements within 
the Phase II Premises) may be delivered to City in: phases. 

2.2 Common Areas 

City shall have the non~exclusive right to use, together with other tenants and occupants 
of the Building and subject to the Rules and Regulations, the portions of the Building designated 
by Landlord from time to time for the common use or benefit of occupants of the Building, 
including lobbies, corridors, elevators, stiritways, and loading an~ parking areas of the Building 
and the Propmty (collectively, the "Common Areas"); and the non-exclusive right, together with 
other tenants and occupants of the Building and subject to the Rules and Regulations~ of access 
to and from the Premises by ~he entrances to. the Building and the Property. Landlord shalJ have 
the right to (i) change the arrangement and/ or location of any amenity, installation or · 
improvement in the Common Areas, and (ii) utilize portions ofthe Common Areas from time to 
time for entertainment, displays, product shows, leasing of kiosks or such other uses that in 
Landlord's sole judgment tend tq enhance the Building, so long as such changes or uses· do not 
materially interfere with or materially impair City's access to· or use or occupancy of the. 
Premises or the parking areas. Subject to the provisions of this Lease, City shall have access to 
the Premises 24 hours per day and 365 days per y(?ar . 

. City acknowledges having been advised by Landlord that (i) the real property of which · 
the. Premises are a portion is part of a separate (3) parcel project, consisting of Assessor's Block 
3957, Lot 3 (the "North Parcel"), Assessor's Block 3957, Lbt4 (the "South Parcel"), and · 
Assessor's Block 3957, Lot 2 (the ~'Garage Parcel''), referred to collectively as the "Parcels", and 
(ii) the Garage Parcel tontainmg the parking garage for the Building is not owned or managed by 
Landlord. City has had the opportunity to review the declaration establishing reciprocal . · 
easements, covenants and restrictions running with the land (the "Declaration") which governs 
and facilitates the joint operation, use and enjoyment of the Parcels. 

2.3 Parking 

(a) Subject to the provisions ofthis Section 2.3, City·shall have the right during the 
Term, at prevailing market rates plus all applicable taxes, to lease from the owner of the parking 
garage two (2) unreserved self ... park parking spaces within the Building's parking garage for 
·every fulll,200 rentable square feet of the Premises then being leased to City. As ofthe date of 
this Lease, (i) the hours of operation for access to the on-site parking garage are twenty-four (24) 
hours per day, seven (7) days per week and (:ii) the current monthly rate for parking is $200 per 
parking space per month plus all applicable taxes. The hours of operation are subject to change 
at any time, effective upon posted notice. City ac1mowledges that City shall be required to 
contract directly with the owner of the parking garage for the use of the parking spaces provided 
for herein. · 

(b) All parking pursuant to this Section 2.3 shall be subject to reasonable and 
nondiscriminatory rules and regulations adopted by Landlord and/or the parking garage owner 
from time to time for the orderly operation and use of the parking garage, including the . 
implementation of any sticker or other identification system established by Landlord and/or the 
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parking garage owner. Such rules and regulations, and reasonable additions or modifications 
thereto, shall be binding upon City after delivery to City of a copy thereof (and a reasonable 
implementation period, if reasonably necessary), provided that such rules and regulations shall 
not reduce City's obligations hereunder, shall not conflict with the provisions ofthis Lease, shall 
not materially increase the burdens or obligations upon City or City staff, and shall not impose a 
charge upon City for services ot rights which this Lease contemplates will be provided to City at 
no charge. City shall abide by, and exercise reasonable efforts to cause City's Agents and 
Invitees to abide by such rules and regulations. Landlord and/or the parldng garage owner may 
engag~ a parldng operator fo1· the garage in the Building, in which case such parldng operator 
shall have all the rights of control reserved hereunder by Landlord and/or the parldng garage 
owner. 

(c) Landlord and/or the parking garage owner specillcally reserves the right to 
change the size, configuration, design, layout and other aspects of the parldng garage at any time. 
City aclmowledges and agrees that Landlord and/or the parldng garage owner may, without · 
incuning any liability to City and without any abatement of Rent under this Lease, fi:om time to 
time, temporarily close-off or restrict access to the parkh!g garage for purposes ofpennitting or 
facilitating any such construction, alteration or improvements, provided that Landlord and/or the 
parldng garage owner shall (i) provide City with reasonable advance written notice of such · 

· disruption, (ii) allocate any parldng spaces which remain accessible during such disruption in a 
nondiscriminatory manner, (iii) diligently attempt to make City's parldng spaces available as 
promptly as possible, and (iv) keep City apprised of Landlord's and/or the parldng garage 
owner's efforts. Landlord and/or the parking garage owner shall not be liable to City, nor shall 
this Lease be affected, if any parldng is impaired by any moratorium, initiative, referendum, law, 
ordinmice, regulation or orcier passed, issued or made by any governmental or quasi­
governmental body. 

(d) In no event shall Landlord, the parking garage owner and/or parldng operator be 
· Hable for any damage of any nature to, or any theft of, vehicles or the contents thereof, in or 

about the parking garage, and at Landlord's, parking garage owner's and/or parldng operator's 
request, City shall cause persons using its allocated parking spaces to execute a commercially 
reasonable standard agreement confuming the same. 

(e) City's parldng rights hereunder may not be assigned or transferred apart from this 
Lease, provided that the foregoing shall not prohibit use of the parking spaces by City's Pro gram 
Affiliates or subtenants under an approved sublease. Upon the expjration or earlier tmmination of 
this Lease, City's parking rights hereunder- shall automatically terminate. 

(f) Notwithstanding anything to the contrary contained herein, (i) the use ofthe 
parking garage shall be subject to the rules and regulations adopted by the garage owner from 
time to time for the use of the parldng facilities, (ii) parking rentals shall be due and payable to 
the garage owner or its agent in advance on the first day of each month during which parldng 
spaces are leased hereunder, (iii) City and its pa1'king facility users shall not intetfere with the 
rights of the garage owner or others entitled to similar use ofthe parking facilities, (iv) the 
garage owner shall have the right to change, reconfigure, or remTange the parking facilities, to 
reconstruct-or repair any portion thereof, and to restrict or eliminate the use of any parldng 
facilities and do such other acts in and to such areas as the garage owner deems necessary .or 
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desirable without such ·actions being deemed an eviction of City or a disturbance of City's use of 
the Premises and without Landlord being deemed in default hereunder; provided, that Landlord 
shall cause the garage ownet to use commercially reasonable efforts to minimize (to the extent 
consistent with legal requirements)the extent and duration of any resulting interference with 
City's parking rights, (v) the garage owner may, in its·sole discretion, convert the parking · 
facilities to a reserved andlot controlled p'arking fac*lity, or operate the parking facilities (or a 
portion thereof) as a tandem, attendant assisted and/or valet parldng facility, and (vi) the garage 
owner shall have the right at any time to assign parking spaces, and City shall thereafter be 
respons~ble to insure that its pruking users park in the designated areas. 

2.4 Base Buildfug Improvements 

Landlord, at no cost to City, shall complete the following improvements to the Building, 
all as reasonably determined by Landlord (collectively, the "Base Building Improvements''): (i) 
allrestrooms shall'ce>mply with applicable Disabilities Laws; (ii) all path of travel :in Common 
Ar~as and leading to the Premis'es shall comply with applicable Disabilities Laws;. (iii) fire and 
life safety systems in the Building shall meet the requirem~nts of applicable Laws; (iv) the 
energy systems in: the Building provided by Landlord shall conform to ASHRAE Standard 90.1-
2007; (v) the HV AC loop in place; (vi) water sprinlders in place for the shell condition Premises 
accordance with applicable Laws; and (v) except as may be required in connection with the · 
Leasehold Improvements, the improvements within the Premises shall be demolished and clear 
and free of debris. City acknowledges that (i) Landlord may complete the Base Building 
Improvements concurrently With the construction of the Leasehold Improvements and (ii) the 
Base Building Improvements applicable to. any Phase· IT Premises need only be completed by 
Landlord at the time of and in connection with the construction of the applicable Leasehold 

. Improvements .for such Phase II Premises. 

3. TERM 

3.1 J'erm ofLe~se 

(a). The Premises are leased for an :initial term (the "Initial Term'') commencing on 
the Commencement Date and expiring on the Expiration Date, or such earlier date on which this 
Lease terminates pursuant to the provisions of this Lease, subject to City's right to extend the 
Term pursuant to Section 3.4. · 

(b) Except to the extent reSlflting from a Tenant Delay or an Unavoidable Delay (as . 
defined below), "Landlord Delay" shall mean any actual delays in the Substantial Completion of 
any Leasehold Improvements or the Base Building Ill.lprovements resulting from (i) the failure 
by Landlord to deliver space plans, pricing plans, estimated construction costs, working 
drawings or other construction documents or to otherwise comply with its obligations under the 
Work Letter qy the dates or within the time periods ?et forth therein, (ii) any Changes requested 
by Landlord :in the Space Plans, Working Drawings or Final Plans, after approval thereof by 
Landlord and City (except for changes necessary due to unforeseen conditions or to comply with 
unforeseen interpretations of applicable Laws), and (iii) any delay caused by the Landlord's 
contractor ox the subcontractors including, without litnitation, the failure ofLandlord's architect 
to provide or revise plans, drawings or documents in a reasonably expeditious mrumer or the 
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failure of Landlord's contractor o.r the subcontractors to process and execute (or disapprove) any 
Changes in a reasonably expeditious manner. 

(c) Except to the extent resulting ft:om a Landlord Delay or an Unavoidable Delay, 
"Tenant Delay" shall mean any actual delays in the Substantial Completion of any Leasehold 
Improvements resulting from (i) a City Change Order (as defined in the applicable Work Letter), 
(ii) City's failure to comply with any deadline set forth in the applicable Work Letter, (iii) review 
of plans by the Mayor's Office of Disability failing 'to occur within thirty (3 0) days after request 
by .Landlord, (iv) City's seeking to obtain LEED certification for such construction; (y) the 
perfonnanc_e of any work to be performed by City, including, but not limited to, the installation 
of City's Connections and any other trade fixtures or specialty equipment, or (vi) any other act or 
omission of City (acting in its capacity as tenant under this Lease) or any of City's Agents, which 
materially interferes with or delays constmction of the Leasehold Improvements or which is 
defined as a "Tenant Delay" in the applicable Work Letter. Notwithstanding the foregoing, 
matters otherwise designated hereunder as Tenant Delays which first occur following Landlord's 
contractor's establishment of an estimated completion date shall be Tenant Delays only to the 
extent Substantial Completion of the applicable Leasehold l:tnprovcmcnts is delayed beyond the 

· estimated completion date as a result thereof which shall be set forth in the Construction 
Schedule prepared by the Contractor pursuant to the applicable Work Letter. After Landlord 
becomes aware of any occurrence that will, or is likely to, result in a Tenant Delay, Landlord 
shall use reasonable good faith efforts to promptly notify City of such occurrence together with 
Landlord's then good faith estimate of the probable duration of such Tenant Delay. 

(d) As used in this Lease, "Unavoidable Delai' shall mean any delay by reason of 
fire, acts of God, accidents, breakage, repairs, strikes, lockouts, other labor disputes, inability to 
obtain labor, materials, fuels or energy after using diligent arid timely efforts, inclementweather, 
enemy action; national emergency, acts of war or terrorism, criminal acts, unforeseen conditions 
(which shall not include conditions which could reasonably have been foreseen in the exercise of 
reasonable care), civil commotion, protests, riots, demonstrations, actions .or inactions of other 
tenants or occupants of the Building, or by any othel' reason without fault and beyond the 
reasonable control of the party obligated to perform. In the event of the occurrence of any such 
Unavoidable Delay, the time or times for performance of the obligations of the delayed party will 
be extended for the petiod of the delay; provided, however, that as a condition to claiming an 
Unavoidable Delay, (i) within thirty (30) days after the beginning of any such delay, the delayed 
party shall have notified the other party in writing of the cause or causes of such delay, which 
notice shall inClude the reasonably estimated period of the delay (ptovided that the estimate 
contained in such notice shall not be binding, and the delayed party shall be entitled to extend the 
date for performance by the actual number of days ofUnavoidable.Delay, notwithstanding the 
estimate) and (ii) the delayed party cannot, through commercially reasonable and diligent efforts 
(but without any obligation to pay premiums for overtime labor or to incur any other additional 
expense), .make up for the delay within the time period remaining prbr to the applicable 
performance date. Notwithstanding anything to the contrary in this definition, the lack of credit 
or fmancing shall not be considered to be a matter beyond a party's control and therefore shall 
not be considered an Unavoidable Delay for purposes of this Lease. 

(e) The word "Te1m" as used herein shall refer to the period commencing on the 
Commencement Date and ending on the Expiration Date, as extended, if applicable. For each 
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day that the Commencement Date extends beyond December 31, 2018 due to Unavoidable Delay 
01' Landlord Delay, th~re will be one day added to the Expiration Date: There will be no such 
extension for Tenant Delay. · 

3.2 Confirmation of Dates 

Within thitty ·(30) days following the Conunencement Date~ Landlord and City shall 
execute a notice substantially in the form of Exhibit B cor.rfitming the actual Commencement 
Date, but the failure to do so shall not affect"the commencement of the Term with respect to such 

· space or the other matters included in such notice. 

3.3 Delivery of Possession; Delay in Delivery of Possession. 

(a) Delivery. Landlord shall use commercially reasonable and diligent efforts . 
(without any obligation to pay premiums for overtime labor) to deliver possession of the Phase I 
Premises with all ofthe Base Building Improvements and the Leasehold Improvements for the 
Phase I Premises Substantially Completed on or before the Estimated Phase I Commencement 
Date, and, subject to the. other provisions of this Lease, the Phase II Premises with all of the 
Leasehold 'Improvements for the Phase II Premises Substantially Completed on or l)efore the 
Estimated Phase II Conunencement Date. · ..... 

(b) City Option to Terminate Due to Delay. 

(i) Generally. If Landlord is Utlable to deliver possession of the Bl').se 
Building Improvements and Phase I Premises in the condition required hereunder by the last day 
of the Estimated Commencement Date (as extended by the number of days of delay due to 

·unavoidable Delay or Tenant Delay), then, subjectto the provisions ofthisSection, the validity 
of this Lease shall not be affected by such inability to deliver. If Landlord is unable to deliver 
possession of the Base Building Improvements and Phase I Premises to City as required 
hereunder by the date which is one hundred eighty (180) days after the last day of the Estimated 
Commencement Date (which date shall be extended by the number of days of delay due to 
Tenant Delay or Unavoidable Delay) (the "Outside Delivery Date"), then City may, at its option, 
terminate this Lease upon written notice to Landtord (the "Termination Notice'') given prior to 
delivery of possession ofthe Phase I Premises to City, and this Lease shall terminate effective on 
the date which is ten (10) business days after the date of the Termination Notice (the 
11Tennination Date"). 

(ii) Landlord Suspension Notice; Notice of Projected Completion Date; 
Automatic Suspension of Termination Date. Notwithstanding the foregoing, if City delivers a 

··Termination Notice, and Landlord's conttactor's reasonable, good-faith estimate of the date by 
which Substantial Completion of the Base Building Improvements and Leasehold Improvements 
in the Phase T Premises will occur (the "Projected Completion Date") is not later than ninety (90) · 
days after the Outside Delivery Date, Landlord shall have the right to suspend the termination of 
the Lease until the Projected Completion Date, unless construction has not commenced as of the 
Outside Delivery Date, in which event this Lease shall terminate on the original Termination 
Date. In order to susp~nd the Termination Date pursuant to the foregoing, Landlord must deliver 
to City, within three (3) business days after receipt of City's Termination Notice, notice of such 
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suspension ("Landlord's Suspension Notice"), which notice shall include Landlord's contractor's 
reasonable, good~faith estimate ofthe Projected Completion Date. IfLandlord timely delivers 
Landlord's Suspension Notice and actually delivers the Base Building ltnprovements and Phase I 
Premises to City in the condition required hereunder not later than the Projected Completion 
Date set forth in Landlord's Suspension Notice (as extended by the numbet of days of delay 
following Landlord's Suspension Notice due to Tenant Delay), then the Termination Notice and 
City's exercise of the right to terminate tlus Lease shall be null and void and of no force or 
effect. 

(iii) Landlord's Suspension Request; City's Extension Notice and Agreed 
Suspension of Termination Date. If the Projected Completion Date is more than ninety (90) days 
after the Outside Delivery Date, and Landlord nevertheless wishes to continue construction of 
the Leasehold Improvements, Landlord may elect to deliver to City, within three (3) business 
days after receipt of City's Termination Notice, a written request for a suspension of the 
Termination Date ("Landlord's Suspension Regue~t"), which request shall include Landlord's 
contractor's reasonable, good~ faith estimate of the Projected Completion Date and shall state 
Lao.J.dlord's desired new outside delivery date (the "Extended Outside Delivery Date"). City may 
agree to the Extended Outside Delivery Date, at its sole election, by written notice to Landlord 
given within five (5) business days after City's receipt of Landlord's Suspension Request 
("City's Extension Notice"). If Landlord timely gives a Landlord's Suspension Request and City 
timely gives City's Extension Notice, the Termination Date shall be postponed until the · 
Extended Outside Delivery Date (as such date is extended by the number of days of delay 
following Landlord's Suspension Request due to Tenant Delay), and if Landlord thereafter 
actually delivers possession of the Phase I Premises to City with the Leasehold Improvements 
Substantially Completed prior to the Extended Outside Delivery Date, then the Termination 
Notice and City's exercise of the right to terminate this Lease shall be null and void and of no 
force or effect. 

(iv) If City terminates this Lease pursuant to this Section 3.3 (b), neither party 
shall have any obligations to each other under this Lease, except for obligations that expressly 
survive the expiration or earlier tennination of this Lease. The foregoing restriction shall be 
inapplicable if Landlord intenti~nally fails to complete the Leasehold Improvements or deliver 
the Premises to City by the Outside Delivery Date (as such date may have been extended 
pursuant to the terms hereof), in which case City shall have the right to pursue a claim for City's 
costs and expenses fot the Leasehold Improvements or other installations in the Building, 
including any portion of City's Contributio:ri made prior to the termination of this Lease. 

3.4 Extension Option· 

(a) Extension Option; Exercise. Subject to the terms and conditions set forth in this 
Section 3.4, City shall have the tight to extend the Term (the "Extension Option") with respect to 
the entire Premises only for one (1) additional term of five (5) years (the "Extension Tenn") 
commencing upon the expiration ofthe Initial Term of the Lease. City may exercise the 
Extension Option, if at all, by giving written notice (the "Extension Exercise Notice") to 
Landlord no earlier than fifteen (15) months and not later than twelve (12) months prior to 
expiration of the Initial Tem1. 
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(b) Extension Authorizing Resolutions. City's delivery of an Extension Exercise 
Notice shall be binding upon City, subject only to the condition subsequent 9fthe enactment of a 
resolution (an "Extension Authorizing Resolution') by City's Board of Supervisors, in its sole 
and absolute discretion, approving and authorizing the exercise of the Extension Option and 
lease of the Premises for the Extension Term. Within ten (10) business days following City's 
delivery of an Extension Exercise Notice ·and determination of Option Rent in accordance with 
Section 3.4(d) below, City's Director of Property shall either (i) commence the process required 
to seek an Extension Authorizing Resolution from City's Board of Supervisors, or (ii) provide 
Landlord with written notice that City is withdrawing City's Extension Exercise Notice, if City's 
Director of Property does not reasonably believe the Board of Supervisors or the Mayor wlll 
approve of the Option Rent so determined or will not .otherwise authorize the exercise of the 
Extension Option and lease of the Premises for the Extension Term. If the Extension :E;xercise 
Notice is withdrawn within such 1 0-business day period or if the Exte11sio:.p_ Authorizing 
Resolution has not been finally adopted ~nd become binding on City within ninety (90) days 
after the date the Option Rent is detel.mined pursuant to Section 3 A( d) below (subject to any 
mutually agreed upon extensions, which Landlord may agree to or not in Landlord's sole 
discretion), then City's Extension Exercise Notice shall become null ar1d void without cost or 
penalty and the Term shall not be extended and the Extension Option shall terminate. 

'(c)· Terms and Conditions. The Extension Term shall be on all of the terms and 
conditions contained in this Lease, except that (i} commencing on the first day of the Extension 
Term, the Base Rent payable for the Premises during the Extension Term (the "Option Rent") 
shall be adjusted to the Market Rent as. that term is defmed in Exhibit G attached hereto and 
determined in accordance with the provisions of Section 3 .4( d) below, (ii) City shall take the· 
Premises in their "as is'' condition as of the commencement of the Extension Term and Landlord 
shall have no obligation to remodel, improve or alter the Premises or to provide City with any 
construction cir refurbishment allowance, and (iil) ·City shall have no further right to extend the 
Term after expiration of the Extension Term. In addition, Landlord shall have no obligation to 
pay any brokerage commission to any representative of City in connection with City's exercise 
of any Extension Option. · 

(d) Determination of Option Rent. 

(i) Initial Designation of Proposed Option Rent. In the event City timely and 
properly exercises the Extension Option by delivery of an Extension Exercise Notice, Landlord 
shall provide City with written notice of Landlord's good faith detennination of the Option Rent 
(the "Proposed Option Rent Notice") within thirty (30) days of receipt of City's option exercise. 

(ii) City's Right to Dispute: If City disputes the Option Rent set forth in the 
Proposed Option Rent Notice City shall so notify Landlord in writing within fifteen (15) days of 
receipt of thereof. 

. (iii) Failure to Dispute. If City fails to dispute the Option Rent set forth in the 
Proposed Option Rent Notice within such fifteen (15) day period, the Option Rent ptoposed in 
the Proposed Option Rent Notice shall be the Option Rent, and the last day of Sll.Ch fifteen (15) . 
day period shall be deemed to be the date on which Option Rent was established for the purposes 
of Section 3.4(b) above .. 
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(iv) Consultation Period; Rent Arbitration. If City timely disputes the Option 
Rent set forth in the Proposed Option Rent Notice, then during the thirty (3 0) day period 
following City's written disapproval notice (the "Consultation Period"), Landlord and City shall 
attempt in good faith to meet no less than two (2) times, at a mutually agreed upon time and 
place, to attempt to establish the Option Rent. Landlord and City's Director of Property may 
agree in writing to extend the Consultation Period for a reasonable period to resolve their · 
disagreement, provided that the Consultation Period shall not be extended beyond the date that is 
one hundred eighty (180) days prior to the expiration of the Initial Term (the "Outside 
Agreement Date"). If Landlord and City fail to reach agreement on the Option Rent by the 
Outside Agreement Date, then the Option Rent shall be established in accordance with the 
procedures set forth in Ex/db it G attached hereto. 

(e) ' General Provisions. The following general provisions shall apply to the 
Extension Option: 

(i) The Extension Option must be exercised, if at all, only with 1'espect to the 

(ii) Notwithstanding anything to the contrary contained herein, if an uncured 
material Event of Default exists at the time of exercise of the Extension Option, Landlord may 
reject such exercise by delivering written notice thereof to City within three (3) business days of 
receipt of the Extension Exercise Notice. 

(iii) . Citi s right to exercise the Extension Option is personal to, and may be 
exercised only by, the City. 

. (iv) If City shall assign this Lease then immediately upon such assignment; 
City's right to exercise the Extension Option shall terminate and be of no further force and · 
effect, and if City shall sublet more than twenty-five (25%) percent ofthe rentable, area of the 
Premises (other than space sharing arrangements pursuant to Section 14.2 below), then 
immediately uponsuch subletting, City's right to exercise the Extension Option shall 
simultaneously terminate and be of no further force or effect. No assignee or subtenant shall 
have any light to exercise the Extension Option. 

(v) After the Base Rent payable during the Extension Term is determined, the 
Parties shall memotialize the extension of the Term and the atn.ount ofthe Base Rent payable 
during the Extension Term in writing in a form reasonably acceptable to both Parties. 

(vi) Subject to the provisions of this Section 3 A, after exercise of the 
Extension Option, all references in this Lease to the Tenn shall be deemed to refer to the Tettn as 
extended, unless the context clearly provides to the contrary. 

(vii) If City shall fail to timely exercise the Extension Option, the Extension 
Option shall terminate and be of no further force and effect, subject to the provisions of 
Section 23.15. If this Lease shall tenninate for any reason, then immediately upon such 

. terffiination the Extension Option shall simultaneously terminate and become null and void, 
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4. RENT 

4.1 Base Rent 

.. .,_ 
'· , ... 

Beginning on the Commencement Date, City shall pay to Landlord during the Term the . 
annu~l Base Rent at the applicable :rates per rentable square foot of the Premises then being 
leased by the City as specified in the Ba13ic Lease Infonnation-(the "Base Rent"). Com..ffiencing 
on the Phase II Commencement Date for the applicable Phase II Premises, City shall pay Base 
Rent for the Phase II Premises, as the same may be delivered, at the same rate per rentable square 
foot payable during the .Term for the Phase I Premises. Subject to Section 4.2 below, City shall 
pay Base Rent to Landlord, in advance, in equal ;monthly installments, commencing on the . 
Commencement Date, and thereafter on or before the fu·st day of each calendar month during the 
Term at the address specified for Landlord in the Basic Lease Infmmation, or such other place as 
Landlord may designate in writing upon not less than sixty ( 60) days' advance notice. The Base 
Rent rates per rentable square· foot shall be adjusted from time to time as set forth in the Basic 
Lease Information .. During the Extension Term, if applicable, the new Base Rent rates 
established for the Extension Term shall be in accordance with Section 3.4 above. . 
Notwithstanding the foregoing, to the extent reasonably possible, City agrees to make Rent 
·payments by electronic transfer. City shall pay the Base Rent without any prior demand and 
without any deductions or setoff except as otherwise provided in this Lease. If the 
Commencement Date occurs on a day other than the first day of a calendar month or the. 
Expiration Date occurs on a day other than the last day of a calendar month, then the monthly 

. payment of the Base Rent for the applicable space for such fractional month shall be prorated 
based 011 a 28, 29, 30 or 31 day month as the case may be. 

· City ~cknowledges and agrees that this Lease is intended to be a triple net lease such that, 
notwithstanding anything to the contrary. con.tained in this Lease, except for the items specifically 
excluded from Operating Costs under this Lease, all costs and expenses incurred or accrued by · 
Landlord in connection with the Property ·Shall be included rui part of Operating Costs. . . 

4,2 Intentionally Deleted 

4.3 Intentionally Deleted 

4.4 Additi~nal Charges 

(a) Additional Charges. Except as otherwise expressly set forth in this Lease, 
Landlord shall pay, ~t Landlord;s cost (subject to applicable reimbursement provisions of this 
Lease),.all Real Estate Taxes, Operating Costs~ and all other costs, fees and charges in 
connection· with the management, operation, maintenance and repair of (and all references to 
repair as pa1t of Operating Costs shall also be deemed to include replacements with respect to) 

· the Building and in fulfllling Landlotd's obligations under this Lease, including, but not limited 
to the cost ·of any and all improvements and repairs made to the Building w;hether or not required 
by applicable Law. City shall reimburse Landlord, on a monthly basis upon receipt of 
appropriate invoices, for the following: (i) the after~hours or excess services and utilities costs a,s 
set forth in Section 9.1(c), (ii) the costs incurred by Landlord for any alterations ol' other ··· 1. · 

·modifications to any part of the Property reque~ted by City, and (iii) any services requested by 
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City or otherwise as set f01th in Section 9.7. The charges payable by City pursuant to the 
preceding sentence are sometimes refened to as "C1ty Service Charges." In addition, City shall 
pay to Landlord as additional Rent, City's Percentage Share of Real Estate Taxes and Operating 
Costs as provided in Sections 4.5 through 4.8. All of the reimbursements, payments and charges 
referred to in this Section 4.4 are collectively referred to in this Lease as the "Additional 
Charges." Additional Charges shall be payable to Landlord at the place where the Base Rent is 
payable, without deduction, offset or abatement, except as expressly set forth in this Lease. 

· Landlord shall have the same remedies for a default in the payment of any Additional Charges as 
for a default in the payment of Base Rent. The Base Rent, Additional Charges, and all other 
additional payments due to Landlord by City under this Lease are collectively referred to in this 
Lease as "Rent." 

(b) Statements; Disputes. If City reasonably believes that the amount of City's 
Setvice Charges or Additional Charges invoiced by Landlord has been incorrectly calculated, 
City may provide notice of such dispute to Landlord and Landlord shall promptly· investigate and 
either (i) equitably recalculate the amounts itivoiced or (ii) if the amount can be justified in good 
faith, provide a written justification to City, together with back-up calculations and materials, 
within thirty (30) days of City's notice. City may withhold the disputed amount; however any 
disputed amounts shall not affect payment of non-disputed amounts. The parties shall use good 
faith efforts to promptly resolve any dispute. 

4.5 Defmitious 

(a) Generally. For pmposes hereof, the following terms shall have the meanings 
hereinafter set forth: · 

"Citv's Percentage Share" means the percentage ofrentable space leased by City :fi:om 
time to time compared to. the total rentable space in the Building .. 

·"Expense Year" means the Commencement Date to December 31 of that calendar year, 
and each calendar year commencing January 1st thereafter during the Term. 

"Operating Costs" means the total costs and expenses actually paid or incurred by 
Landlord, subject to imputed insurance costs as set forth below and "gross-up" provisions set 
forth in Section 4.5(b), in connection with the management, operation, maintenance and repair of 
(and all references to repair as pru.t of Operating Costs shall also be deemed to include 
replacements with respect to) the Property, including, but not limited to: (1) the cost of air 
conditioning, electticity, steam, water, heating, mechanical, telephone, ventihiting, escalator and 
elevator systems and all other utilities, (2) the cost of repairs and all labor and material costs 
related theteto, and the cost of general maintenance, jru:iitorial, cleaning and service contracts and 
the cost of all supplies, tools and equipment required in connection therewith, (3) the cost 
incuned by Landlord for insU1'ance (including an imputed premium and deductible if Landlord 
self-insures all or a portion of the insurance for the Property, provided that such imputed 
premium and deductible shall not exceed the amount of the insurance premium and deductible 
that would have been incuned if Landlord obtained third~party insurance for such self-insured 
risks comparable to that obtained by other institutional owners of Class A office buildings in the 
South of Market area); ( 4) wages, salaries, payroll taxes and other labor costs and employee 
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benefits relating to employees of Landlord or its Agents engaged in the operating, repair, ~r 
:maintenance of the Building, allocated in proportion to the percentage of such person's working 
time actually spent working in connection with the Building, (5) management fee~, subject to the 
limitation set forth in Exhibit C, (6) accounting and legal expenses, (7) depreciation on personal 

. property, including, without limitation, carpeting in public corridor and Common .f\reas and 
window coverings provided by Landlord, (8) to the extent not directly reimbursed by City, the 
cost of capital expenditures incurred after the Commencement Date, to the extent allowed under 
Item 1 of Exhibit C, (9) all costs and expenses for which Landlord is responsible for payin,g 
under the Declaration including, without limitation, any amo1mts billed by any association or 
similar entity established in connection with the Declaration, and (1 0) all other expenses incurred 
in connection with the management, operation, maintenance or.-repair of the Building ( <;>ther than 
Real Estate Taxes and any services for which Landlord is separately and directly reimbursed by 
City or other tenants in the Building) which would generally be considered an operating expense. 
With respect to the costs of items included in Operating Costs under clause (8) above, such costs 
shall be amortized over the useful.life thereof as reasonably det~rmined taking into account 
relevant factors, together with interest.on the unamortized balance at an interest rate specified in 
Item 1 of Exhibit C. Notwithstanding the foregoing, "Operating Costs" shall exclude the items 
described on the attached Exhibit C. 

"Real Estate Taxes': means all taxes, assessp1ents and charges levied upon or with :~:espect 
to the Property, or Landlord's intetest in the Property. Real Estate Taxes shall include, without 
limitation; all general real property taxes and general and special assessments, charges, fees, or 
assessments for transit, housing, police, fire, or other governmental serviCes thereof, any tax on 
or measured by the rent, or imposed against right to rent or against the business ofleasing any 
portion of the Property (measured as if the receipts from the P1•operty were the only receipts of 
Landlord), service payments in lieu oftaxes that are now or hereafter levied or assessed against 
Landlord by the United States of America, the State. of California or any political subdivision · 
thereof, public corporation, district, or any other political or public entity, ·and shall also include 
any other tax, fee or other excise, however described, that may be levied or assessed as a 
substitute for, or as an addition to, in whole or in part, any other Real Estate Taxes. 
Notwithstanding the foregoing, Real Estate Taxes shall exclude (1) franchise, transfer, 
inheritance, or capital stock taxes ot income taxes measured by the net income of Landlord from 
all sources unless, due to a change in the method of taxation, any of such taxes· is levied or 
assessed against Landlord as a substitute for, or.as an addition to, in whole or in part, any other 
tax that would otherwise constitute a Real Estate Tax, (2) any penalties, fines, interest or charges 
attributable to the late payment of any taxes, except to the e:x:tent attd.butable to City's 'failure to 
pay its portion of Real Estate Taxes hereunder, (3) any personal property taxes payable by Ciiy 
hereunder or by any other tenant or occupant of the Building, or ( 4) any increase in Real Estate 
Taxes during the Initial Term due to any reassessment pursuant to the terms of Proposition 13 
("Reassessment") based solely upon a transfer of any of Landlord's interest in the Building or 

. Landlord's interest in the real prope1ty on which the Building is located which occurs during the 
flrst three (3) years ofthe Initial Term ("Tax Increase") (for purposes of clarity, Landlord and 
City aclrnowledge and agree that any and all increases in Real Estate Taxes due to any such 
Reassessment based solely upon a transfer of any of Landlord's interest in the Building or 
Landlord's interest in the real property on which the Building is located occul'l'ing after the first 
three (3) years of the Initial Term shall be included within the calculation of Real Estate Taxes).·, 
For the avoidance of doubt, "Tax Increase" shall mean that .tJOrtion ofthe Real Estate Taxes, as · 
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calculated immediately following the Reassessment, which is attributable solely to the 
Reassessment. Accordingly, the term "T~ Increase" shall not include (and City shall be 
required to pay for) any portion of the Real Estate Taxes, as calculated immediately following 
the Reassessment, which is attributable to (i}the initial assessment of the value of the Property, 
the base, shell and core ofthe Buil4ings, or the tenant :iinprovements located in the Building, 
(ii) assessments which were pending prior to the Reassessment or which would otherwise have 
occurred unrelated to the change in ownership, or (iii) the annual inflationary increase of Real 
Estate Taxes. In addition, nothing contained in this Lease is intended to excuse City from paying 
the full amount of any Real Estate Taxes (including, without limitation, as a result of 

. reassessments) resulting from any construction and/ or improvements made to the Building or the 
land upon which it is located by Landlord or City or any other 'party at time. 

"Tax Year" means each calendar yeru: during the Term; provided that Landlord, upon 
notice to City, may change the Tax Year fi:om time to time to any other twelve (12) consecutive 
month period and, in the event of any such change, City's Percentage Share ofReal Estate Taxes 
shall he equitably adjusted for the Tax Year involved in any such change. 

(b) Adjustment for Occupancy Factor. City and Landlord intend that Operating Costs 
which vary by occupancy (or density of occupancy) be equitably adjusted to reflect a 100% 
occupied and fully functioning Building. To accomplish the foregoing, all vmiable components 
(i.e. costs that vary ba$ed onoccupancy and density) of Operating Costs for each calendar. year 
shall be adjusted to the amount such variable components would have been if all space in the 
Building had been fully occupied at densities typical for the Building's office and other uses 
during the entire calendar year, and tp.e adjusted amount of the variable components shall be used 
in determining Operating Costs for the calendar year.· In the event that the Building is less than 
one hundred percent (100%) occupied (with densities typical and customary for office and other 
existing uses), Landlord shall appropriately and equitably adjust the Opetating Costs for the 
Expense Year, in accordance with industry custom, to reflect such one hundred percent (1 00%) 
occupancy ievel. · 

In no event shall Landlord recapture more than one hundred percent (100%) of any line 
item Operating Costs in any Expense Year. 

Landlord and City acknowledge that there are many variables to determining the 
appropriate expenses for a 100% occupied building when the building is not 100% occupied at 
typical densities, and that, without malice, errors may be made benefitting either party in 
establishing the Expense Year Operating Costs. 

If City' Percentage Share of Operating Costs in any year are not typical of comparable 
buildings' costs, and City reasonably believes that one or more of the adjustments required by 
this Section has.been incorrectly calculated, City may provide notice of such dispute to Landlord 
and Landlord shall promptly investigate and determine the reason why the challenged amount 
does not follow the typical unit cost amount and either (i) equitably recalculate the adjustment(s) 
or (ii) if the expense can be justified in good faith for other legitiinate and allowed reasons, 
provide a written justification to City, together with back-up calculations and materials, within 
thir.ty (30) days of City's notice. 
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During the next forty five.( 45) days Landlord and City shall meet at least twice and use 
good faith efforts to attempt to equitably resolve t~e matter. 

If City and Landlord continue to disagree after the expiration of such period; City may 
give notice to Landlord of City's election to arbitrate the.matter, in whlch case the following 
procedure shall be followed. · 

Each party shall select (within thirty (3 0) days of City's notice) a Certified P~blic 
Accountant experienced in San Francisco high rise property operating expenses, and occupancy 
adjustments. The representatives so selected shall in good faith investigate, meet .and confer and 
try to equitably res9lve the matter within sixty (60) days of the last representative's appointment. 
In the event the two representatives.do not agree·by the expiration of such period, the 
representatives shall select a mutually agreeable third qualified representative, and Landlord 
shall engage such third representative within forty five (45) c;lays of the expiration of the 60-day 
period given for the. representatives to resolve the.dispute. ·Within thirty (30) days after·Landlord 
engages such third party representative, the two initial representatives shall each submit a written 
analysis and justification for its position. ·:rfnecessary, the third representative shall also meet 
with both :t:epresentatives. The third representative shall then select one or the others posit~on as 
equitable. The party whose position was not selected shall pay the actual and reasonable costs of 
all representatives engaged to resolve the dispute. 

(c) ·Clarification Regarding "Sole Cost" .. The pruties agree that statements in this 
Lease to the effect that Landlord; is to perform certain of its obligations hereunder at its own cost 
or sole cost and expense shall not be interpreted as excluding any cost from Operating Cost or 
Real Estate Taxes if such cost is an Operating Cost or Real Estate Tax pursuant to the terms of 
this Lease (except where such cost is specifically excluded from Operating Costs or Real Estate 
Taxes). · · · 

4.6 . Payment of Percentage Share of Operating Costs 

City shall pay to Landlord each month, as Additional Charges, one twelfth (1/12) of 
City's Percentage Share. ofthe Operating Costs. City shall make such payments, in ~dvance, in 
an amount estimated by Landlord in reasonable detail in a writing delivered to City by · 
Nqvember of the previous year (e.g., by November 2017 for the calendar year 2018 payments). 

· Landlord may revise such estimates of Operating Costs during an Expense Year if done in a 
writing delivered to CitY prior to May 1st, and City shap thereafter make payments on the basis 
of such revised estimates, commencing on the first day of the calendar month which is thirty 
days after City's receipt of the revised.estimate. With reasonable promptness not to exceed one 
hundred eighty days (180). days after the expiration of each Expense Year, Landlord shall furnish 
City with a statement (herein called "Landlord's Expense Statement"), setting forth in reasonable 
detail the Operating Costs for ·such Expense Year and City's Percentage Share of the Operating 
Costs for such Expense Year. Landlord shall also fumi.sh City with Landlord's reasonable 
estimate ofthe Landlord's Expense Statement not later than seventy five (7 5) days after the 
expiration of each Expens~ Year, provided that sp.ch estimate shall not be binding on Landlord. 
If City's Percentage Share of the actual Operating Costs for such Expense Year exceeds the total 
amount paid by City for such Expense Year pursuant to this Section 4.6, City shall pay to 
Landlord (whethe1' or not this Lease: has terminated) the difference betWeen the total amount of 
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estiniated Operating Costs paid by City and City's Percentage Share ofthe actual Operating 
Costs for such Expense Year (the "Expense Shortfall") as follows: the amount of the Expense 
Shortfall up to five percerit (5%) of the total amount of estimated Operating Costs paid by City 
for such Expense Year shall be payable within thirty (30) days after Landlord's delivery of 
Landlord's Expense Statement to City, and the balance of the Expense Shortfall, if any, shall be 
paid at the beginning of City's next fiscal year. If the total amount of estimated Operating Costs 
paid by City for any Expense Year exceeds City's Percentage Share of the actual Operating 
Costs for such Expense Year, such excess shall be credited against the next installments of Rent · 
due from City to Landlord hereunder, or, if this Lease has terminated, then refunded to City 
within thirty (30) days after Landlord's delivery of Landlord's Expense Statement to City. . 

Notwithstanding the foregoing, any failure or delay in the delivery of Landlord's Expense 
Statement or Landlord estimate of City's Percentage Share of Operating Costs for the succeeding 
calendar year shall not operate as a waiver of Landlord's right to collect City's Percentage Share 
of Operating Costs owing to· Landlord, and in such event City shall make estimated payments for 
such Expense Year based on the estimate for the prior Expense Year. · 

4. 7 . Payment of Percentage Share of Real Estate Taxes 

City shall pay to Landlord each month~ as Additional Charges, one twelfth (1/12) of 
City's Percentage Share of Real Estate Taxes for that Tax Year. City shall make such payments, 
in advance, in an amoUnt estimated by Landlord in reasonable. detail in a writing delivered to 
City by Januaryofthe previous Tax Year (e.g., by January 31,2018 for the Tax Year2018-2019 
payments). With reasonable promptness not to exceed sixty (60) days after Landlord has 
received the tax bills for any Tax Year, Landlord shall furnish City with a statement ("Landlord's 
Tax Statement") setting forth the amount of Real Property Taxes for such Tax Year and City's 
Percentage Share ofthe Real Estate for such Tax Year. If City's Percentage Shate ofthe actual 
Real Estate Tax for such Tax Year exceeds the total amount paid by City for such Tax Year 
pursuant to this Section 4.7, then within sixty (60) days, City shall pay to Landlord (whether or 
not this Lease has tenninated) the difference between the total amount of estirqated Real Estate 
Tax paid by City and City's Percentage Share ofthe actual Real Estate Tax· for such Tax Year 
(the "Tax Shortfall") as follows: the amount of.the Tax Shortfall up to five percent (5%) of the 
total amount of estimated Real Estate Tax paid by City for such Tax Year shall be payable within 
thirty (30) days after Landlord's delivery of Landlord's Tax Statement to City, and the balance of 
the Tax Shortfall, j£ any, shall be paid at the beginning of City's next fiscal year. If the total 
amount of estimated Real E~tate Tax paid by City for any Tax Year exceeds City's Percentage 
Share of the actual Tax Expense for such Tax Yeai', such excess shall be credited against the next 
installments of Rent due from City to Landlord hereunder, ot, ifthis Lease has terminated, then 
refunded to City within thirty (30) days after Landlord's delivery of Landlord's Tax Statement to 
c~ . 

Notwithstanding the foregoing, any failure or delay in the delivery of Landlord's Tax 
Statement or Landlord's estimate of City's Percentage Share of Real Estate Taxes for the 
succeeding calendar year shall not operate as a waiver of Landlord's right to collect City's 
Percentage Share of Real Estate Tax owing to Landlord, and in such event City shall make 
estimat~d payments for such Tax Year based on the estimate for the prior Tax Year. 
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The amount of Real Estate Taxes which City is not obligated to pay or will not be 
obligated to pay in collllection with a Reassessment as provided for in clause ( 4) in the definition 
of Real Estate Taxes shaH be sometimes referred.to hereafter as the "Prop 13 Protection 
Amount.'1 If the occurrence of a Reassessment is reasonably foreseeable by Landlord and the 
Pl'Op 13 Protection Amount attributable to such Reassessment can be reasonably quantified or 
estimated for each Tax Year commencing with the Tax Year in which such Reassessment will 
occll1', the terms of this paragraph shall apply to such Reassessrrl.ent. Upon not less than sixty 
(60) days prior notice to City, Landlord shall have the right to purchase the Prop 13 Protection 
Amount .t;elating to the applicable Reassessment by paying to City an amount equal to the Prop 
13 Purchase Price (defined below). As used herein, "Prop 13 Purchase Price'' shall mean the 
present value of the Prop 13 Protection Amount remaining dU1'ing the Initial Term as of the date 
of payment of the Prop 13 Purchase Price by Landlord. · Such present value s!J.all be calculated (i) 
by using the portion C!fthe Prop 13 Protection Amount attributable to each remaining Tax Yeav 
(as though the portion of such Prop 13 Protection Amount benefited City at the end of each Tax 
Year) as the amounts to be discounted, and (ii) by using discount rates for the amount to be 
discounted equal to the average rates of yield for United States Treasury Obligations with 
maturity dates as close as reasonably possible to the end of each Tax Year durhlg which the 
portions of th~ Proposition 13 Protection Amount would have benefited City, which rates shall 
be those in effect as of Landlord's exercise of its right to purchase as set forth in this paragraph. 
Upon such payment ofthe Prop 13 Purchase Price, the provisions of clause (4) in the defmition 
of Real Estate Taxes shall be deemed deleted in their entirety and shall no longer have any force . 
or effect. Since Landlord is estimating the Prop 13 Purchase Price because the applicable 
Reassessment has not yet occlll'red, if Landlord has underestimated the Prop 13 Purchase Price 
when such Reassessment occurs, th~n upon notice by Landlord to City, City's Rent next due 
shall be credited with the amount of such underestimatio~ ·and if Landlord ·has overestimated the 
Prop 13 Purchase Price, then upon notice by Landlord to City, City's Rent n~xt due shall be 
increas~d by the amount ofthe overestimation. · 

4.8 Proration 

If any Commencement Date or Expiration Date occurs on a date other than the fhst or 
last day of a Tax Year or Expense Year, the applicable City's Percentage Share ofReal Estate 
TaXes or Operating Costs for the Tax Year or Expense Year in which such Commencement J)ate 
or.Expiration Date occurs shall be prorated based on a 365-day year. 

4.9 Review and Audits 
. . 

(a) City shall have the right, by written notice to Landlord given within one hundred . 
eighty (180) days after City's receipt of the annual statement, to request reasonable back-up 
documentation for specific Operating Costs and Real Estate Taxes shown on such annual 
statement, or specific categories thereof, and Landlord shall provide City with (or make available 
to City at Landlord's offices in San Francisco) reasonable supporting documentation for any 
expenses or category of expenses questioned by City in such notice. Promptly after the receipt 
of such written request fi:om City, Landlord arid City shall endeavor in good faith to resolve 
City's questions or dispute. 
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(b) FUither, City shall have the right, not more frequently than once during any 
calendar year and upon not less than thirty (30) days' written notice to Landlord, to audit the 
books and records of the Building related to Operating Costs and Real Estate Taxes for any or all 

. of the prior three (3) Expense Years and Tax Years. Such audit may be conducted by the City 
Controller qr his or het designee or by an independent accounting fil'1n selected by City ("City's 
Representative") and may be made in connection with City's review of back-up documentation 
described above or independent of such review. Upon completion of the audit, City shall deliver 
a copy of the audit report to Landlord. Within thirty (30) days ofLandlord's receipt of City's 
audit repo1t, Landlord shall notify City as to whether Landlord agrees or disagrees with the 
.conclusions reached in City's auditor's reporl. Disclosure of materials provided by Landlord in 
connection with the audit shall be subject to the terms of Section 4.11 below. In no event may 
City audit the same Expense Year or Tax Year more than once. 

(c) Thirty (30) days after receipt ofthe City's audit report, the parties shalt meet and 
endeavor in good faith to resolve the dispute. If the parties fail to reach agreement within ninety 
(90) days after City's receipt of Landlord's objection, Landlord shall provide to City, within 
thirty (30) days after expiration of suuh ninety (90) day period, a list of Ull't:ti (3) indepeudt)ut 
certified public accounting finns that are not currently providing, and have not within the five (5) 
previous years provided, services to L<;1ndlord or City's Controller or Department ofReal Estate. 
Each of the firms shall be nationally or regionally recognized firms with experience in · 
accounting related to commercial office buildings. In order to accommodate the foregoing, City 
shall provide to Landlord, within ten (1 0) business days after request, a ·complete list of all 
certified public accounting frrms that are currently providing; or have within the five (5) previous 
years provided, services to City's Controller or Department of Real Estate. Within thirty (30) 
days after receipt of the list of accounting firms from Landlord, City shall select one of the three 
(3) :furus by written notice to Landlord, which frrm is referred to herein as the "Independent 
CPA". The Independent CPA shall be engaged by Landlord on a non-contingency basis and 
must sign a· confidentiality agreement in a form reasonably acceptable to Landlord. The 
Independent CPA shall examine and inspect the recordsofLandlotd concerning the disputed 
components of Operating Costs and/or Real Estate Taxes for the Expense Year or Tax Year in 
question and make a determination regarding the accuracy of City's audit. The Independent 
CPA shall begin such examination and inspection within sixty ( 60) days after selection and shall 
diligently pursue such audit to completion as quicldy as reasonably possible. 

(d) If the Independent CPA (or, if Landlord does not engage the Independent CPA as 
provided above, then City's audit following the resolution, if any, of any dispute between 
Landlotd and City as provided in the first sentence of Section 4.9(c) above) dete1ruines that 
Landlord's Expense Statements or Tax Statements were in error, and the conection of such · 
enors would reduce City's Percentage Share of Operating Costs or Real Estate Taxes for any of 
the past four ( 4) Expense Years or Tax Years, then Landlord shall refund to City the amount of 
any overpayment by City within thirty (30) days following City's demand or permit City to 
credit such amount against the Rent as it next becomes due and owing. City shall pay the cost of 
City's audit and shall reimburse Landlord for one~ half (1/2). of the cost of the exarnihation and 
inspection by the Independent CPA, provided that if the Independent CPA review (or, if 
Landlord does not engage the Independent CPA as provided above, then City's audit following 
the resolution, if any, of any dispute between Landlord and City as provided in the first sentence 
of Section 4.9(c) above) discloses any enors that result in a reduction in the amount of City's 
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Percentage Share of Operating Costs or Real Estate Taxes of five percent ( 5%) or more for any 
Expense Year or Tax Year, then Landlord shall pay the costs reasonably incurred for such audit 
and review for such Expense Year or Tax Year. In no event shall City be permitted to make a 
claim against Landlord for any errors or omissions in an Expense Statement or in Landlord's Tax 
Statement that was delivered. to City more than three (3) years prior to the date of the claim, or, if · 

·City exercjses its right to audit Landlord's books and records, more than three (3) years prior to 
the date such audit was commenc~d. 

4.10 Records 

Landlord shall maintain in a conunercially reasonable manner all material records 
pertaining to Operating Costs, Real Estate Taxes, and a.ny other charges paid by City pursuant . 
hereto, for the greater of five ( 5) years following the yeat to which the record pertains or the 
resolution of any dispute between Landlord and City regarding the Operating Costs, Real Estate 
taxes, and any other charges for the applicable year (or such longer period that Landlord; in its 
sole discretion detetmines appropriate). City aclmowledges that it is commercially reasonable to 
retain the rec.ords in electronic format, provided that such fonnat allows for delivery to City of 
reasonable back up documentation, such as invoices and contracts (which may be retained and 
delivered in an electronic fotmat such as pdf) . All such books. and records shall be available for 
inspection, copying and audit by City and its representativys, at City's expense, subject to th~ 
provisions of Section 4.9 (Audits) above. Landlord shall not charge for electronic delivery of 
documents. · 

4.11 Disclosu:res; Confidentiality 

The California Public Records Act (Government. Code Section 6250 et seq.) is the State 
law governing public access to the :records of State and local agencies. The San Francisco 
Sunshine Ordinance (Administrative Code Chapter 67) imposes additional requirements 
affecting the public's access to records. The premise of both the Public Records Act and the 
Sunshine Ordinance is that records in the possession of govenunent generally are public 
property. Absent some specific and limited exceptions, City agencies niust make those records 
available for the public to inspect arid copy. 

Landlorq anticipates that in connection with the audit rights contemplated by this Lease, 
Landlord may share with Cf{l'tain representatives of the City certain confidential info1mation that 

· is exempt fi:om discovery under the California Public Records Act and the San Francisco 
Sunshine Ordinance. As used in this Section, "Confidential I:Qformation'' means certain 
technical and non~ technical proprietary information that constitutes the trade secrets of I:andlord. 

If Landlord believes in good faith that any infonnation required to be reported or 
disclosed by this Section contains Confidential Information, Landlord shall provide the 
information to the City Representative requiring such information; conspicuously marked with a 
"Confidential Trade Secret" legend, and shall notify the City in writing of that belief, detailing 
the basis of the belief as to each specific item of information the person claims is Confidential 
Information and identifying the specific statute oJ.' judicial authority under which the claim is 
made. 
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City agrees that to use reasonable care to safeguard the Confidential Information fl:om 
disclosure to any third party other than employees and contractors of City departments who have 
a need to 'have access to and knowledge of the Confidential Information for the purpose of 
conducting the audit authorized above. Notwithstanding the foregoing, if and to the extent any 
Confidential Information may be subject to disclosure by City pursuant to federal, state, or local 
law, including the California Public Records Act or the San Francisco Sunshine Ordinance, or a 
court order, City may disclose such Confidential Information to the exte:pt required thereby, and 
such disclosure shall not be deemed a violation of this Lease. City shall use reasonable efforts to 
notifY Landlord of a disclosure request not less than 48 hours prior to any disclosure by City, 
provided that City's failure to notifY Landlord shall not result in any liability to City. If City 
receives a request for disclosure of information identified by Landlord as Confidential 
Information, City shall inform Landlord eithe1· that the City will refuse to disclose the purported 
Confidential Information or, that City has determined that there is no proper basis for such 
refusal and that City intends to disclose the information·unless ordered otherwise by a court. 
Upon receipt of notice from City of a disclosute request, Landlord may at its election provide 
City with any information Landlord believes is relevant to the detennination ofwhether·such 
information is exempt from discovery under the California Public Records Act and the Sail 
Francisco Sunshine Ordinance, or seek injunctive relief against such disclosure, Landlord shall . 
not seek to prevent or limit the disclosure of any inf01mation subject to a disclosure request or an 
orde1; by a court ot governmental agency unless Landlord has a reasonable, good faith belief that 
the information is privileged or otherwise exempt from disclosure. 

Notwithstanding the foregoing, City shall have no obligation with respect to Confidential 
Information that (i) was rightfully in possession of or known to City without any obligation of 
confidentiality prior to l'eceiving it from Landlord; (ii) is, or subsequently becomes, legally and 
publicly available without breach of this Lease; (iii) is rightfully obtained by City from a source 
other than Landlord without any obligation of confidentiality; or (iv) is developed by or for the 
City without use ofthe Confidential Information. 

4.12 Rent Abatement and Termination Rights for Unsafe Condition or 
Interruption in Essential Services 

If City's ability to cany on its business in the Premises is materially impaired as a result 
of (i) Landlord's inability to supply any of the Building's sanitary, electrical, heating, air 
conditioning, water, or elevators serving the Premises ("Essential Services") or (ii) the Premises 
or the Common Areas or any portion thereofbeing tendered unsafe for human occupancy (an 
"Unsafe Condition"), and such disruption :in Essentiai Services or Unsafe Condition continues 
for three (3) Ol' more consecutive business days after notice to Landlord of the disruption in 
Essential Services or Unsafe Condition, then commencing on the third (3rd) business day Rent 
payable hereunder shall be abated based on the extent such disruption in Essential Service or an 
Unsafe Condition materially impairs City's ability to carry on its business at the Premises. The 
provisions of the preceding sentence shaH only apply to the extent that Landlord collects rent 
loss insurance proceeds during the abatement period. Such abatement shall continue until the 
Essential Services have been restored or the Unsafe Condition has been Temedied so that such 
matter no longer materially impairs City's ability to cany on its business in the Premises. In 
addition, if City's use of the Premises is materially impaired as a result of a disruption in · 
Essential Services .or an Unsafe Condition that is (i) within Landlord's reasonable control and 
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continues for ninety (90) or more consecutive days after ~ity's written notice thereof to 
Landlord, or (ii) outside of Landlord's reasonable control (provided that such interruption, failure 
or inability did not arise from any act, negligence or willful misconduct of City or any other City 
Parties) and continues for three hundred sixty five (365) or more consecutive days after City's 
written notice thel'eofto Landlord, then City shall have the right to te1m:inate this Lease upon 
thirty (30) days written notice to Landlord given during the period of such failure, without 
limiting any of its other rights or remedies hereunder or at law or :in equity; provided, however, 
that if during such thirty (30) day period City's use of the Premises is no longer materially 
impaired or the Unsafe Condition is remedied, then City's termination notice shall be deemed 
rescinded. Notwithstanding the foregoing, (i) nothing in this Section shall limit or .expand the 
parties' rights and responsibilities with respect to any disruption due to casualty pursuant to 
Article 12 (Damage. and Destruction) or Article 10 (Compliance with Laws), and (ii) notlring in 
this Section shall create additional maintenance or repair obligations that Landlord does not 
otherwise have under the terms of this Lease. Notwithstanding the foregoing, City shall not be 
entitled to any abat~ment ofBase Rent or City's Percentage Share of Operating Costs and Real 
Estate Taxes or right to terminate if the Unsafe Condition or Landlord's inability to supply 
Essential Services to City is due to the acts~ omissions or negligence of City, its Agents or 
Invitees. To the extent the disruption of Essential Services or Unsafe Condltion results from 
damage or destruction to the Building, the Rent abatement and termination provisions of 
Article 12 shall control. 

5.. USE 

5.1 Permitted Use and Zoning.Matters 

(a) City may use the Premises for·such uses as may be specified in the Basic Lease 
Information (the "Permitted Use',), and for no other use without the prior written c~msent of . 
Landlord; which shall not be unreasonably withheld or delayed. City shall not use the Premises 
or Common Areas or permit anything to be done by City or Citts Agents or Invitees in or about 
the Premises or the Common Areas, 9r any other portion of the Building or Property, which 
would umeasonably interfere with or unreasonably disturb the rights of Landlord or other 
occupants of the Building, or cause, maintain or permit by City or City's Agents or Invitees any 
nuisance or waste in, on or about the Premises, or Commou Areas or any other portion of the 
Building or Property. City aclmowledges that the operation of Property is subject to the 
Declaration and City shall be required to comply with requirements of the Declaration. Without 
limiting the generality of the foregoing, City expressly agrees that City shall not use the 
Premises for any of. the following purposes: (i) drug counseling or treatment; (ii) the detention of 
criminals; (iii) parole or probation programs, counsel:ing or meetings; (iv) medical clinics, mental 
health programs or other medical services; (v) general assistance/welfare disbursements or job 
training/counseling or other programs for the recipients of general assistance/welfare 
disbursements; and/or (vi) the detention of any persons who are under active criminal 
investigations (each, a "Prohibited Use"), without Landlord's prior written consent, which 
Landlord may not delay but !D-ay withhold in its sole absolute discretion. 

(b) In addition~ City shall have no right to use the Premises for any Banking Use, 
wlthout Landlord's prior written consent, which consent may be withheld in Landlord's sole and 
absolute discretion. For purposes of this Lease, "Banking Use" means retail or wholesale 
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banking operations, including, without limitation, receiving deposits, offering checking accounts, 
making loans (including, without limitation, home mortgage loans and automobile loans), issuing 
credit or debit cards, providing automated teller machines, or selling securities (e.g., stocks and 
mutual funds) or giving investment advice to the general public, whether done by a Financial 
Institution or other entity or individual and whether accomplished by means of full service, 
express service, automated teller machines or other self-service banking devices or otherwise. 
''Financial Institution" means any state bank, national bank, savings and loan association, 
savings bank, credit union, investment or stock brokerage firm>. or other similar entity. The 
foregoing shall not be deemed to prohibit City from the collection of taxes or fees. 

(c) City acknowledges and agrees that, except as expressly provided for in Section 
21.2, neither Landlord nor any agent of Landlord has made any representation or warranty with 
respect to the condition of allot any portion of the Premises or the Building, and/or the 
suitability of the Premises or the Building for the Petmitted Use, and City waives any implied 
warranty that the Premises or the Project are suitable for the Permitted Use. City shall obtain all 
required governmental approvals to conduct the Perinitted Use at the Premises. 

5.2 Observance ofRules and Regulations 

City aclmowledges and agrees to observe the current Building rules and regulations 
attached hereto as Exltibit D (the "Building Rules and Regulations" and/or the ''Rules and 
Regulations~'). Landlord may make reasonable additions or modifications thereto, which shall be 
binding upon City within a reasonable implementation period upon Landlord's delivery to City 
of a copy thereof, provided that such additions or modifications shall not reduce Landlord's 
obligations hereunder nor unreasonably interfere with City's business othetwise pennitted to be 
conducted in the Premises in accordance with this Lease, and such additions or modifications 
must be applicable to the other Building tenants, ,not conflict with the provisions of this Lease, 
not materially increase the burdens or obligations upon City, not impose a charge upon City for 
services which this Lease expressly states are to be provided to City at no charge, and not 
materially adversely affect the conduct of any business in the Premises which City is permitted 
to conduct pursuant to Section 5.1 hereof. Landlord shall administer the Rules and Regulations 
in a fah· and nondisc11minatory manner arid use reasonable efforts to cause other Building tenants 
to comply with them. 

6. LEASEHOLD IMPROVEMENTS 

6.1 Leasehold Improvements. 

(a) Leasehold Improvements. Landlord, through its general contractor approved by 
City, shall demise the Premises, perform the work and make the installations in the Premises and 
the Conunon Areas pursuant to the Construction Docllinents approved by City, and in 
accordance with the provisions of the Work Letter attached as Exhibit E hereto (the "Work 
Letter"). The te1m "Leasehold Impmvement Work" shall mean all of the work of designing, 
constructing and installing the Leasehold Improvements. The term "Leasehold Improvements" 
with respect to the Premises shall have the respective meanings given to them in the Work 
Letter. The Work Letter for the Phase II Pre:tni.ses shall be the same as for the Phase I Premises, 
with such site specific adjustments as needed to reflect the Leasehold Improvement Worlc to be 
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performed in the Phase II Premises. For the avoidance of any doubt, the form of Work Letter 
attached hereto as Exhibit E is not the final Work Letter for each phase of the Premises but 
rather the agreed upon template that will be used as the basis for the Worlc Letter for such phase, · 
but in no event may the Work Letter utilized for each phase contain terms and conditions which 
are inconsistent with the tetms and conditions contained jn.the template Work Letter attached 
hereto as Exhibit E unless mutually agreed to by the parties .. The cost of the design and 
constmction ofthe Leasehold Improvements and all costs and expenses in connection therewith 
shall be paid by City, subject to the Allowance provided by Landlord, as described in the Basic 
Lease Infor.niation and the Work Letter. Without limiting Landlord)s obligation under 
.Section 10.1 regarding complianpe with applicable Laws, Landlord shall not be required to make 
·any stmctural improvements, modifications or alterations as pru:t of ~y Leasehold Im.provement 
Work or Leasehold Improvements. . 

· The Leasehold Improvements shall be constructed pursuant to cqnstruction plans· and 
specifications prepared by Landlord's architect and mutually agreed to by City and Landlord. 
With respect to the Phase I Premises; City. shall be required to have agreed with Landlord 
regarding the construction plan and specifications for th~ Phase I Premises by December 15, 
2011; provided, however, that such date shall be extended on a day for day basis for each day, if 
any, between 'the date that is seven (7) days after the Effective Date and the date that Landlord 

·provides the Section 23.30 Notification. With respect to each portion of the Phase II }>remises, 
City shall be r~quiredto have agreed with Landlord regarding the construction plan and 
specifications for each portion of the Phase II Premises within thirty (3 0) days aft~r Landlord 
notifies City ofthen'scheduled expiration. or earlier termination date of the existing lease With 
respect to such portion of the Phase II Premises. 

Since the timing of the lease of the Phase II Premises is subject to Landlord entering into 
a/¥ey1J1,~:qts with existing tenants. as elsevyhere P!ovided in thi~ Lease~ no portion of the 
Allowance for the Phase II Premises shall be made available for use by City unless and until 
Landlord confirms in writing to City the size of the Phase II Premises and the timing of the . 
delivery of the Phase II Premises, which may be in phases, that will be leased by City so that the 
amount of the Allowan~e for the appli~able Phase II Premises may be calculated. 

(b) Additional Construction Allowance. At City's request, in addition to the amount 
of any construction allowall.ce provided by Landlord pursuant to the Work Letter, Landlord shall 
.provide an additional allowance for .;;onstruction of improvements to the Premises (the 
"Additional Construction Allowance') in the Basic Lea{le Information. Commencing on the 
Commencement Date wit~ respect to the Phase I Premises, and on the applice~.ble Phase II 
Commencement Date with respe~t to the applicable Phase II Premises, and contiJiuing until such 
sum is repaid in full, City shall pay Landlord on a wonthly basis, as additional Rent, the sum 
required to amortize the Additional Construction Allowance on a straight-line basis with interest 
on unpaid sums at eight percent (8%) per annum over the period conunencing on the 
Commencement Date for the Phase I Premises and conunencing on the applicable Phase II 
Commencement Date for.the applicable Phase II Premises and ending on the Expiration Date 
(with(:mt regard to Extension Options) (each such monthly payment, an "Additional Construction, 
Allowance Amortization Payment"). The interest provided for above shall commence to accrue 
from the applic~;~.ble dates of disbursement of the Additional Constr\)ction Allowance. For the 
each of the Phase I Premises and the Phase II Premises, Landlord and City. shall confirm in 
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writing the amounts fo'r such Additional Construction Allowance in an Amortization Schedule. 
City may prepay part or all of the Additional Construction Allowance at any time without pre-
payment penalty. · 

Since the timing of the lease of the Phase II Premises is subject to Landlord entering into · 
te11nination agreements with existing tenants as elsewhere provided in this Lease. no portion of 

. the Additional Construction Allowance for the Phase II Premises shall be made available for use 
by City unless and until Landlord confirms in writing to City the size of the Phase II Premises 
and the timing of the delivery of the Phase U Premises, which may be. in phases, that will be 
leased by City so that the amount of the Additional Construction Allowance for the applicable 
Phase II Premises may be calculated. 

(c) Construction Administration Fee. Landlord shall be entitled to a construction 
administration fee (the "Construction Administration Fee") equal to two percent (2%) ofthe cost 
of the design and construction of the Leasehold Improvement Work. The Construction 
Administration Fee shall be deducted from and be payable out of the Allowance. 

6.2 Substantial Completion 

The tenus "Substantially Completed" and "Substantial Completion" for purposes of this 
Lease shall mean (i) the applicable improvements or other work shall have been completed 
substantially in accordance with the approved Construction Documents and the tenus of the 
Work Letter or other plans or specifications or standards set forth in this Lease, as certified by 
the architect cif record for the Construction Documents by delivery of AlA Document G704, 
Certificate of Substantial Completion, so that City can occupy the Premises and conduct business 
therein, (ii) Landlord has procured a temporary or fmal certificate' of occupancy or fmal . · 
inspection and sigu..off on the job card for the applicable improvements or other work and all 
necessary inspections required for occupancy of the applicable improvements or other work have 
been completed and signed ·off as approved by the appropriate governmental agencies, and has 
delivered evidence thereofto City, (iii) Landlord has completed a three (3) day running "burn 
off'' of any HVAC system :>erving the applicable improvements or either work following 
completion of all floor installations and,painting to dissipate fumes and dust, (iv) Landlord has 
delivered an air balance report showing any HV AC system serving the applicable improvements 
or other work is operative as designed, (v) Landlord and City have completed a joint walk~. 
through of the space with Landlord's architect, which shall be scheduled within three (3) days of 
Landlord's written notice to City that the applicable Leasehold Improvements are ready for 
walk~ through inspection, and during which Landlord's architect and City shall compile a written 
punchlist of items that have not yet been completed in accordance with the Construction 
Documents, and (vi) Landlord shall have delivered to City keys or access cards for the applicable 
space. Obtaining LEED Gold certification shall not be a requirement of Substantial Completion, 
which is City's responsibility. The date of Substantial Completion shall, upon tequest by either 
party, be memorialized in a writing signed by both Landlord and City. The applicable 
improvements or other work shall be deemed Substantially Completed even though there may 
remain minor details that would not matedally interfere with City's use. Landlord shall 
diligently pursue to final completion all such details. Notwithstanding the foregoing, City shall 
have the right to present to Landlord, within thirty (3 0) days after City's acceptance of the 
Premises, a supplemental written punch list consisting of any incomplete or defective items that 
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have not been finished in accordance with the Construction Documents and the tenns of the 
Woric Letter, provided that such incomplete or defective items were not reasonably obsetvable 
on the earliei· walkthrough inspection of the Premises and are not the result of damage caused by 
City du:ting or· after its move-in. Landlord sha11 use commercially reasonable efforts to complete 
all defective or incomplete items identified in such punchlist within thirty (30) days after the 
delivery of such list, or as soon thereafter as reasonably practicable. City's failure to include any 
item on such list shall not constitute any waiver of any latent defects but the same shall be. 
subject to and governed by any construction warranty period provided for in the construction 
contract with the general contractor for the Leasehold Improvements. 

No approval by City or any of its Agents of the pricing plans, Construction Documents or 
completion of the .Leasehold Improvement Work for plirposes of this Lease shall be deemed to 
constitute approval of any governmental or regulatory authority with jurisdiction over the 
Premises, and nothing herein shalllimit·Landlord's obligations to obtain all such approvals .. 

6.3 Installation of Telecommunications and Other E.quipment 

Landlord and City acknowledge that the Leasehold Improvement Work will be 
completed by Landlord exclusive of the installation of telecommunications, data and computer 
cabling facilities and equipment. City shall be responsible for installing such 
telecommunications, data and computer cabling facilities and equipment at its sole cost , · 
provided that Landlord shall furnish reasonable access to City and its consultants and contractors 
to the main telephone service serving the floor(s) on which the Premises are located and all other 
parts of the Building for which access is needed for proper installation of all 'such facilities and · 
equipment including, but not limited to, wiring. Landlord and City shall cooperate in 
determining the horizontal ru.id vertical locations of the risers and other areas of the Building (if 
any) through which City'stelepho:ne and data cables will be installed, in orde!t~ satisfy City's 
reasonable requirements, without interfering with the operation of Building Systems or other 
tenants' or occupants' systems arid· without inte1fering with Landlord's ability to provide services 
and utilities to other tenants or occupants. In addition, City acknowledges that its cabling will 
connect to a MPOE used by other tenants ofthe Building. Subject to the provisions of the 
Building Rule~ and Regulations, and Landlord's ·approval of any tradesmen in Landlord's sole · 
discretion, City shall have the right to enter the Premises and such other portions of the Building 
at reasonable times during the course of construction of the Leasehold Improvements .in order t9 
install City's facilities and equipment. City shall have the right to entet• the Phase I Premises 21 
days before the Commencement Date, and the Phase II Premises 21 days before the Phase II 
Commencement Date, to install wiring, cable, furnitul'e, equipment and fixtures. City and 
Landlord shall use their good faith effmts to coordinate any such activities to allow the 
Leasehold Improvements and the installation of such facilities and equipment to be completed in 
a timely and cost-effective manner, without interference with Landlord~s construction activities. 
City shallnot be eharged for freight elevators, security, access to loading docks, utilities and 

· HV AC du:ting City's move into the Building, and shall not pay Base Rent or Operating Costs for 
the applicable spa,ce during the early access periods. 
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6.4 Intentionally Deleted. 

6.5 Graphics; Building Directory. 

(a) Building Directory. To the extent not already existing, prior to the 
Commencement Date, Landlord shall install or constmct a Building directory in the lobby of the 
Building containing a listing of City's name and such other inf01mation as City shall reasonably 
require (including, at City's option, the names of all of City's businesses, telated entities, 
assignees and sublessees and the suite numbers occupied), provided that City's listing on the 
directory shall be in a size and manner that is representative of City's proportionate share of 
space in the Building. Landlord, at City's expense, shall pay the cost of constmcting the 
directory in the lobby and the cost of maintaining (but not constmcting) the directory shall be an 
Operating Cost. 

(b) City Signage. All City graphics visible in or from elevator lobbies, public 
conidots or the exterior of the Premises· shall be subject to Landlord's pdor written approval. 
City shall not display any signs or graphics of City visible from the exterior ofthc Building 

. without Landlord's prior written approval, which Landlord with withhold in its sole discretion. 

6.6 Intentionally Deleted 

6. 7 Good Construction Practices 

· All construction with respect to the Leasehold Improvements shall be accomplished 
expeditiously, diligently and in accordance with good construction and engineering practices and 
applicable Laws. City acknowledges that all construction shall be perfo1med in accordance with 
the Building Rules and Regulations, and subject to Landlord's.prior written approval of any 
tradesmen, in Landlord's sole discretion. The following provisions shall apply with respect to 
construction of Leasehold Improvements in connection with the Phase II Premises: (i) Landlord 
shall undertake commercially reasonable measures to minimize damage, disruption or 
inconvenience caused by such wm'.k and make adequate provision for the safety and convenience 
·of all persons affected by such work, (ii) dust, noise and other effects of such work sha11 be 
controlled using commercially reasonable methods customarily used to control deleterious 
effects associated With similar office construction projects (i.e., after-hours core drilling), and 
(iii) Landlord, while perf01ming any construction, shall undertake commercially reasonable 
measures in accordance with good construction practices to minimize the risk of injury or 
damage to adjoining offic.es, or the risk of injmy to members of the public, caused by or resulting 
from the perf01mance of such construction. 

6.8 Construction Improvements that Disturb or Remove Exterior Paint 

If applicable, Landlord shall comply with all requirements of the San Francisco Building 
Code Section 3407 and all othm: applicable Laws, including but not limited to the California and 
United States Occupational and Health Safety Acts and their implementing regulations, when the 
work of improvement or alteration disturbs or removes exterior lead-based or "presume(i" lead­
based paint (as defined below). Landlord or its Agents shall give to City three (3) business days 
prior written notice of any disturbance or removal of extedor or interior le.ad-based or presumed 
lead-based palnt. FUlther, Landlotd and its Agents, when disturbing or removing exteriot or 
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'inte1ior lead~based or presumed lead-based paint, shall not use or cause to be used any of the 
following methods: (a) acetylene or propane burning and ~arching; (b) scraping, sanding or 
grinding without containment barriers or a High Efficiency Particulate Air filter ("HEPA") local 
vacuum exhaust tool; (c) hydro blasting or high-pressure wash without containment barriers; 
(d) abrasive blasting or sandblasting wit):wut containment barriers or a HEPA vacuum exhaust . 
tool; and (e) heat guns operating above 1,100 degrees Fahrenheit. Paint on the exterior of· 
buildings built before December 31, 1978 is presumed to be lead-based paint unless lead-based 
paint testing, as defined in Section 3407 of the San francisco Building Code, demonsti·ates an 
absence ofleadHbased paint on the exterior surfaces of such buildings. Under this Section, lead~ 

. based paint is "disturbed or removed" if the work of improvement or alteration involves any 
action that creates friction, pressure, heat or a chemical reaction upon any lead-based or 
presumed lead-based paint on an exterior surface so as to abrade, loosen, penetrate, cut through 
or eliminate paint from that surface. Notice to City under this Lease shall not constitute notice to 
the City's Department of Building Inspeciion~·equired under Section 3407 of the San Francisco 
Building Code. 

6.9 LEED Certification 

. Landlord shall reasonably cooperate (at no additional cost and without liability to 
Landlord) with City's efforts to seek a minimum ofLEED. Gold certification, as outlined by the 
U.S. Green Building Council, with respect to the Leasehold Improvements. Landlord shall 
engage LEED profes.sional(s) to consult with Landlord in connection with the design and 
construction of the Leasehold Improvements, provided that City shall pay all fees and costs of 
such LEED professionals and all costs incurred in connection with LEED doc:umentation and the 
filing of all LEED applications. Landlord shall provide to City, for City's approval or. 
disapptoval, a budget or other satisfactory estimate of the fees of such professionals p1ior to · 
engaging them. The foregoing LEED costs may be paid out ofthe Allowance and the costs for 
iniprov.ements related to LEED. certLfioation shall be treated as part of the Leasehold 
Improvement Work, and shall be paid out of the Allowance, regardless of the location of the 
irnptovement in the Building (including, but not limited to, improvements to the Common Areas 
or Building Systems). Further, the above notwithstanding, Landlord shall not be obligated to 
malce :improvements or changes to Building Systems or operations which directly and adversely 
impact the Building's system operations or other facilities. Any delay in Substantial Completion 
resulting from City's election to seek LEED certification shaU constitute a Tenant Delay, except 
to the extent such delay results from a Landlord Delay. After Landlord becomes aware of any 
factor that will, or is likely to, result in a Tenant Delay due to City's election to seek LEED 
certification, Landlord shall use reasonable .gqod 'faith efforts to promptly notify City of such 
occurrence, together with Landlord's then good faith estimate of the probable duration of such 
Tenant Delay, buf failure to provide such notice shall not constitute a waiver of such Tenant 
Delay. Landlord shall cooperate with City to minimize; to the extent reasonably possible, the 
Te:o,ant Delay 1'esulting fi:om City's election to seek LEED certification. Failuxe to obtain LEED 
certification shall not imp9se any liability on Landlord or diminish City's obligations under this 
Lease. 
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7. ALTERATIONS AND PERSONAL PROPERTY 

7.1 Alterations by City 

(a) City shall not make cirpermit any alterations, installations, additions or 
:irllprovements (collectively, "Alterations") to the Premises without first obtaining Landlord's 
written consent, which consent shall not be umeasonably withheld or delayed. Notwithstandj:ng 
the foregoing, City shall have the right, without Landlord's consent but following prior written . 
notice to Landlord as provided below, to make any Alteration that meets all of the following 
criteria (a "Cosmetic Alteration"): (a) the Alteration is decorative in nature (such as paint, carpet 
or other wall or floor finishes, movable partitions or other such work) and will not produce 
noxious fumes from VOC's or other chemicals; (b) at least ten (10) business days' prior to 
conimencement of work with respect to such Alteration, City provides Landlord with reasonably 
detailed-plans with respect thereto or, if the Alteration is of such a nature that formal plans will 
not be prepared for the work, City provides Landlord with a reasonably specific written 
description. of the work; (c) such Alteration does not require any alteration in, or adversely affect, 
the Building Systems or.any structural components ofthe Building or any part of the Building 
outside the Premises, and if after review of City's plans or description of the proposed work, 
Landlord, in Landlord's sole discretion, exercised in good faith, determines that the proposed 
work may affect any one or more of the Building Systems or any structural components of the 
Building or any pali of the Building outside the Premises, then such proposed work shall not be 
deemed a Cosmetic Alteration, and must be performed in accordance with all of the requirements 
of this Article 7; (d) the work uses only new materials comparable in quality to those being 
replaced and is performed in a workmanlike manner and in accordance with all Laws; and 
(e) such Alteration does not, in the aggregate, cost more than One Hundred Thousand Dollars 
($100,000.00), considering the project as an integral whole. Cosmetic Alterations shall comply 

·with all of the other provisions of this Aliicle 7, excluding only the requirement to obtain . 
Landlord's prior written consent thereto. Any Alterations permitted hereunder shall be made at 
City's cost in compliance with applicable Laws and iti. accordance with reasonable procedures as 
then established by Landlord arid the provisions of this Article 7. Landlord shall use 
commercially reasonable effolis to cooperate with City in securing building and other permits · 
and authorizations needed in connection with any peri::nitted Alterations; provided, however, 
Landlord shall not be required to expend any funds in connection therewith. hi connection with 
all Alterations, Landlord shall be entitled to a fee equal to the greater of (i) two and one-half 
percent (2.5%) of the hard and soft costs of the Alterations or (ii) the out-of-pocket costs 
reasonably incuned by Landlord in reviewing the plans and specifications for City's proposed 
Alterations. City acknowledges that City must comply with the Building Rules and Regulations, 
and with Landlord's approval of any tradesmen, in its sole discretion. In no event shall any 
Altetations by City produce noxious fumes fl:om VOC' s or other chemicals. 

(b) City shall be solely responsible for compliance with all applicable Laws in 
connection with all Alterations. Without limiting the generality of the foregoing, City shail be 
responsible for the cost of any additional alterations required by applicable Laws to any portion 
of the Building as a result of Alterations, including work in the Common Areas or elsewhere 
outside the Premises. Notwithstanding the foregoing, Landlord may elect to perform all such 
work outside the Premises, in which event City shall teimbmse Landlord for the reasonable and 
actual cost thereof within thirty (3 0) days after written request accompanied by an invoice or 
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other reasonable supporting documentation. Further, if Landlord estimates that the cost of the . 
work to be performed outside.the Premises will exceed Five Thousand Dollars ($5,000.00); · 

· Landlord may require City to deposit the estimated cost of such work with Landlord prior to the 
co:tnmencement thereof. Within thirty (30) days after the actual cost of such work is detennined, 
Landlord shall refund any overpayment to City or City shall pay any sh(}rtfall to Landlord, as the 
case may be.' City shall complete or cause completion of all Alterations with due diligence after 
commencement in order to cause the least disruption to Building operations and occupants. 

(c) If requh:ed by Landlord in writi.ng at the_ time Landlord provides consent to. an 
Alteration C:Provided that at the tinie City (or any applicable assignee or sublessee) submits its 
plans and specifications to Landlord for approval, City (or any applicable assigll.ee or sublessee) 
requests in bold. typeface or all capital letters, that Landlord identify Alterations to be removed), 
City shall, prior to the expiration o:fthe Term or earliertermination of this Lease, remove such -
Alteration at City's cost and expense and restore the Premises to the condition existing prior to 
the installation of such Alteration~ If City fails so to do, then after written notice to City 
Landlord may remove such Alteration and perform such restoration and City shall, within thirty 
(30) days, reimburse Landlord for the cost and expense reasonably incurred by Landlord to 
pmform such removal and restoration (which obligation of City shall survive the expiration or 
earlier termination of this Lease). City shall repair at its cost arid expense. all damage to the 
Premises or the Building caused by the removal of such Alteration. Notwithstanding the 
foregoing, in no event shall Landlord require the removal of Alterations which are not 
Extraordinary Improvements, as defmed in Article 20. Subject to the foregoing provisions 
regarding removal, all Alterations remaining at the Premises at the expiration or earlier 
termination of this Lease shall be Landlord's property from and after the expiration or earlier 
termin~tion of this Lease, without compensation to City. · 

7.2 Title to Improvements 

Subject to the provisions of Section 7.1 and Article 20, except for City's Persomil 
Property, all appurtenances, fixtures,· improvements, equipment, additions and other property 
pe1manently installed in the Premises as ofthe Comme)lcement Date or during the Term shall be 
and remain Landlord's property. City may not remove such property unless Landlord consents 
thereto. · 

7.3 City's Personal Property; Removal; Equipment Waiver 

All :furnitui·e, furnishings, equipment, trade fixtures and ruticles of movable personal 
property. installed in the Premises by or for the account of City and ihat can be removed without 
structural damage to the Premises (collectively, ~'City's Personal Property") shall be and remain 
City's pro petty. At any time during the Term or at the expiration thereof, City may remove any 
of City's Personal Property provided-City shall repair any damage to the Premises resulting from 
such removal. Upon the expiration or earli~r termination of this Lease, City shall remove City>s 
Personal Property from the Premises in accordance with Section 20 (Surrender of Premises), to 
the extent required thereunder. Landlord aclmowledges that. some of City's Personal Property 
may be financed by an equipment lease financing or otherwise be subject to a security interest, or 
owned by an equipment company and leased to City. Landlord, upon City's reasonable request, 
shall execute and. deliver a waiver, in a form reasonably approved by Landlord, of certain rights 
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Landlord may have or acquire with respect to City's Personal Propetty, so long as the supplier, 
equipment lessor or lender agrees to terms and conditions reasonably requested by Landlord. 
Landlord shall recognize the rights of a supplier, lessor or lender who has an interest in any items 
of City's Personal Property to ente1· the Premises and remove such property at any time during 
the Te1m or within a reasonable time thereafter, subject to such terms, conditions and restrictions 
as Landlord reasonably and customarily imposes~ and provided that City shall reimburse 
Landlord for any attomeys' fees or other costs reasonably and actually incurred by Landlord in 
negotiating an agreement with such supplier, lessor or lender within thirty (30) days after written 
request accompanied by an invoice or other reasonable supporting documentation. 

7.4 Alteration by Landlord 

Landlord shall use commercially reasonable effmis to minimize interference with or 
disruption to City's use and occupancy of the Premises .during the performance of any 
alterations, installations, additions or improvements to the Building, including, without 
limitation, any leasehold improvement work for other tenants in the Building. Landlord shall 
take co!n:tnercially reasonable steps to remedy any such interference or disruption upon receiving 
City's notice thereof. 

8. REP AIRS AND MAINTENANCE 

8.1 Landlord's Repairs 

(a) Landlord shall repair and maintain, in good condition, in a manner consistent with 
maintenance standards for privately~owned, Class A Buildings in the Potrero Hills atea of the 
South of Market area (subject to ordinary wear and tear consistent with such standard and 
Landlord's obligations following damage and destruction as set forth in Article 12), at 
Landlord's cost (but as part of Operating Costs subject to any express exclusions from Operating 
Costs expressly provided for in this Lease), all portions of the BUilding including without 
limitation, the roof and roof decks, foundation, bearing and exterior walls and sub:flooring, 
elevators, current Building systems including lighting, heating, ventilating, air conditioning, 
plumbing, electrical, fire protection, life safety, back4 up power, back~ up water, security and 
control systems, and other current mechanical, electrical and communications systems of the 
Building (collectively, the "Building Systems") and the Common Areas, other than (i) the 
Preniises (except as otherwise provided in this Lease), (il) the premises of other tenants or 
occupants of the Building, and (iii) non~ Building standard systems installed by ot at the request 

. of City or any other tenant of the BUilding (unless City or such other tenant directly reimburses 
Landlord for the entire amount of such costs). Without limiting the foregoing, Landlord shall 
maintain the Building and the Building Systems in a manner generally consistent with 
comparable tiered facilities (subject to ordinary wear and tear consistent with such comparable 
facilities and Landlord's obligations following a Casualty). City acknowledg~s that, without 
relieving Landlord of its obligations hereunder, Landlord shall be entitled to delegate its repair 

·and maintenance responsibilities to a qualified third party selected by Landlord in Lalldlord's 
:t:easonable discretion. Landlord shall use commercially reasonable efforts not to permit any 
other tenants or occupants of the Building to disturb or interfere with City's use of the Premises 
o1· pennit to be done in or about the Building or anything that is illegal, is dangerous to persons 
or prope1ty or constitutes a nuisance, 
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8.2 City's RepaiX's 

Subject to any construction warranties or guaranties received in connection with 
Landlord's completion of the Leasehold Improvements and Landlord's repair and maintenance 
obligations hereunder, City shall keep the interior of the Premises and non-Building standard 
systems installed by or at the request of City in good wm1dng order and in a safe and sanitary 
condition, except for ordinary wear and tear and damage by Casualty. City shall make any 
required repairs and replacements (i) at City's cost, (ii) by City employees qr by contractors or 
mechanics selected by City and reasonably approved by Landlord, (iii) so that same shall be at 
least substantially equal in quality, value and utility to the original work or installation prior to 
damage thereof, (iv) in a manner and using equipment and materials that will not materially 
interfere with or impair the operations, use or occupation of the Building or the Building · 
Systems, and (v) in compliance with all applicable Laws, including, without limitation,· any 
applicable C<;Jntracting requirements under City's Charter and Administrative Code and, to the 
extent applicable, the provisions of Article 7 of this Lease. At all times during the Term,­
Landlord shall, subject to terms and conditions that Landlord may reasonably impose, upon 
reasonable notice by City) afford City and its Agents with access to those portions of the 
Building which are necessary to maintain or repair the telecommunications and data and 
computer cabling facilities and equipment installed by City (other than those which are to. be 
maintained by Landlord pursuant to this Lease). Similarly) at all times during the Term1 City 
shall afford Landlord access to those portions of the Premises which are necessary to install, 
maintain, repair or replace cabling and facilities serving Landlord or tenants or occupants of the 
Building, provided that Landlord shall give City reasonable advance notice of the proposed work 
and shall tak~ all reasonable steps to cause all such work to be done in such a manner as to cause 
as little :interference to City as possible. Exc;;ept as explicitly set forth to the contrary in this 
Lease, City hereby waives all rights, including those provided in California Civil Code Section 
1941 or any successor statute, t6 make repairs which are Landlord's obligation under this Lease 
at the expense of Landlord or to receive any setoff or abatement of Rent or in lieu thereof to 
vacate the Premises or terminate this Lease. 

8.3 Liens 

City shall keep the Premises and the Building free from liens arising out of any work 
performed, matedal furnished or obligations incurred by or for City. Landlord shall have the 
right to post on the Premises any notices permitted ot required by Law or that Landlord deems 
are needed for the protection of Landlord, the Premises, or. the Building~ from mechanics', 
material suppliers' or other liens and to take any other action at the expense:of City that Landlord 
deems necessary or appropriate to prevent, remove or discharge any such lien, provided that 
Landlord shall first allow the City the reasonable opportunity to contest such lien or talce other 
appropriate action to remove or bond over the lien for a period of not less than thirty (3 0) days 
(or such shorter pedod as may be required in connection with any financing or sale of the 
Building). City shall Indemnify Landlord for all Claims which may be asserted against 01' 

incurred by Landlotd as a result of City's failure to comply with the obligations of this 
Section8.3 (which indemnity obligation shall survive the Expiration Date or earlier termination 
of this Lease). City shall give Landlord at least ten (1 0) business days prior written notice of 
commencement of any repair or constJ.uction by City on the Premises to allow Landlord to post a 
Notice of Non-Responsibility with respect to the work. · 
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9. UTILITIES AND SERVICES 

9.1 Landlord's Provision of Utilities and Services fo:u: the Entire Premises 

(a) General. Subject to limitations, if any, iniposed by applicable Laws, L.andlord 
shall, at Landlord's cost (as an Operating Cost, to the extent applicable), furnish the following 
utilities and services to the office portion Premises): (i) heating, air conditioning and ventilation 
in amounts required :for City's comfortable use atid occupancy of the Premises, from 8:00AM 
(so long as the Building temperature is stabilized by 8:00AM, which in most cases will require 
system activation prior to 8:00AM) to 6:00PM Monday through Friday (''Daily Basis"); (ii) 
passenger elevator set'Vice Monday-Sunday; (iii) water from the municipal water distribution 
·system for lavatory, kitchen and drinking purposes Monday-Sunday; (iv) janitorial services on a 
Daily Basis in accordance with the requirements of Section 9.4 and Se'ction 22.3; (v) HV AC 
service 24 hours ·per day, seven days per week to IDF/Computer room servicing City's Premises; 
and (vi) freight elevator service upon City's reasonable request, in each case subject to Section 
.2.,1(0 below and Landlord's scheduling rules and the rights of other tenants to use the freight 
elevator. During the Term, City shall have access to the Premises at aH times Monday-Sunday, 
subject to City's compliance with Landlord's reasonable access procedures and Landlord's right 
to: prevent access in the case of an emergency. For purposes of item (i) above, Landlord shall be 
conclusively deemed to have provided heating, air conditioning and ventilation in amounts ' 
required for City's comfortable use and occupancy if Landlord operates the heating, air 
conditioning and ventilation system in a manner consistent with the applicable AS BRAE 
standards. 

(b) Electrical Service. Landlord shall also provide (or arrange with the appropriate 
utility to provide), electric current in amounts required for the intended operation of the · 
equipment in the Premises, including computers, air conditioning units, electrified furniture, 
personal computet'S, servers ahd other normal office machines and equipment, along with 
emergency back-up power sufficient for critical building system operations subject to available 
generator capacity, provided that City's electrical loads must not exceed a five (5) watts per 
rentable square foot on an annualized connected load basis. Electrical service to the Premises 
shall be provided at Landlord's cost (as an Operating Cost, to the extent applicable). Upon 
City's request and at City's cost, Landlord shall, where feasible, install separate meters within 
the Premises to measure the amount of electricity consumed in the Premises. City shall be 
charged based on actual usage, without markup. ·Notwithstanding the fotegoing, (i) Landlord 
shall have the right to require City to contract directly with PG&E or SFPUC with respect to any 
of the meters at the Property in which case City shall pay the applicable utility bills directly, and 
(ii) City aclrnowledges that BVAC power for the Building and the other improvements on the 
Parcels comes through one meter and cannot be sub-metered. 

(c) Mter~llours RV AC and E:xcess Services. In the event that City requests 
HV AC, janitorial, security or other services in addition to the services pro.vided by Landlord 
pmsuant to Sections 9.1 (a), 9.2, 9.4, or 9.7, or if Citis use requires additional security services, 
then City shall pay to Landlord the Landlord's standard fees (as charged to other tenants 
requesting such additional services, if applicable) for providing such janitorial, security or other 

. services. As of the Commencement Date, after hours HVAC services shall be charged at a rate 
of$250.00 per hour, or for only fan ventilation use after hours, a rate of $100.00 per hour, with 
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24 hours advanced notice whenever reasonably possible; provided, however, that the foregoing 
rates shall be subject to.reasonable annual increases by Landlord during the Term. City shall 
keep Landlord info1med in advance of any public meetings in the Building, through use of a . 
monthly calendar or otherwise, that are scheduled outside of the period of 8:00 a.m. to 6:00 :p.m., 
Monday through Friday), or are scheduled on New Year's Day, Martin Luther King Day, 
President's Day, Memorial Day, Independence Day, Labor Day, Thanksgiving Day ·and the day 
after, and Christmas Day ali of which holiday days are considered after hours, so that Landlord 
and City can agree upon the potential need for additional services. Notwithstanding the 

· foregoing, if Landlord reasonably determines that additional services not previously agreed upon 
are required at any time, it shall notify City of such fact as soon as possible, and City shal1 either 
discontinue the meetings, change the time of the meetings, or agree to pay for the additional 
services. 

9.2 Services for the Common Areas and Building 

(a) Common Area Janitorial Seriice, Landlord shall provide at its cost (as an 
Operating Cost, to the extent applicable) janitorial service to the Comm~n .c'\reas :in accordance 
with the specifications 'set forth in Exhibit H attached hereto. Landlord reserves the right to 
reasonably revise the janitorial services from time to time during the Term, provided that such 
revised service is sufficient to maintain the Common Areas in a clean and orderly condition, is 
consistent with the janitorial service provided fi:om time to time in comparable Glass A office 
buildings. · 

(b) Building Security Service. Landlord shall provide at its cost (as an Operating 
Cost, to the extent applicable) security for the Building. City aclmowledges that security 
currently consists of one security officer that patrols the Parcel~. Landlord reserves the right to 
reasonably revise the security services from time to time during the Te1m, consistent with 
security provided from time to time in comparable Class A office buildings~ and in no event for 
fewer than twenty~four (24) hours per' day, seven days per week. Subject to Landlord's prior . 
approval, which approvru shall not be unreasonably withheld, conditioned ot delayed, City may 
install and operate its own access control to the Premises; provided that City's acc.ess control 
system shall not' interfere with Landlord's access control system of the Building. · City shall be 
responsible for all security necessitated by City's use of the Propetty. City acknowledges and 
agrees that Landlord shall at all times have access to the Premises in the event. of an emergency ... 
and as reasonably necessary to provide the services to be ~urnished by Landlord under this Lease. 

(c) Building Graffiti Removal. Landlol'd, during normal business hours, shall 
promptly remove graffiti (as an Op~rating Cost, to the extent applicable) from Building surfaces 
outside the Premises. 

9.3 Intentionally Deleted 

9.4 Janitorial Services· 

Landlord shall provide, at City's cost, janitoriai services to the Premises (including, 
without limitation, all restrooms on the floors being leased in their entirety by City) in 
accordance with the specifications contained in Exltibit H ~ttached hereto and in accordance 
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with the requirements of Section 22.3 below. City may, at City's discretion, use City employee 
forces to perform janitorial services within the Premises in accordance with the specifications 
contained in Exhibit H attached hereto; provided, however, that City shall cooperate with 
Landlord and Landlord's janitorial vendor, as necessary, so that operations at the Building are in 
compliance with Laws. If City elects to use its own employees as permitted pursuant to the 
preceding sentence, City (and not Landlord) shall be responsible for managing such employees. 

City reserves the right, with Landlord's reasonable approval~ to revise the janitorial 
services to be provided to the Premises from time to time during the Term, provided that such 
revised service is not unduly onerous or unreasonable and is sufficient to maintain the Premises 
iri a clean and orderly condition and is consistent with the janitorial servipe provided from time 

·to time in comparable first-class office buildings; provided, however, in the event any such 
revisions or changes to the janitorial services result in additional or incremental costs to 
Landlord, City shaH be responsible for such costs as additional City Service Charges under 
Section 4.4 above. Janitorial service providers shall be required pursuant to their contract or bid 
to do work at the Premises to comply with California Labor Code sections 1420, et al., 
·("Property Service Workers Protection), and a State and FBI fingerprint-based criminal offender 
record check shall be conducted on all building and service personnel who have access to the 
District Attorney's Offices and Criminal Justice Information including record· storage areas 
containing documents with such information, including without limitation, custodial staff and 
engineering staff(Cal. Reg. Code, title 1, Div. 1, Chap. 7;Art. 1, subsections 703(d) and 707(b)) 
and such persons shall attend Security Awareness Training provided by the City and the San 
Francisco Police Department (Criminal Justice Information Services, Security Policy section 
5.2.1 (California Law Enforcement Telecommunications System ("CLETS") PPPs)). Landlord 
shall not have any liability for any breach of the foregoing requirements by any janitorial service 
providers, except as otherwise pwvided by Code. 

9.5 Conservation 

Landlord may establish reasonable measutes to conserve energy and water, including 
automatic light shut off after hours and efficient lighting forms, so .long as these measures do not 
unreasonably interfere with City's use of the Premises. 

9.6 Disruption in Essential Utilities or Services 

In the event of any failure, stoppage or intelTuption of any utilities or services to be 
:fi.unished by Landlord hereunder, Landlord shall use reasonable efforts to restore service as 
promptly as possible and shall keep City apprised of its efforts. 

9.7 Additional Services 

City reserves the right to request that the Landlord, at City's cost, petf01m minor Lease 
related services or incur additional expenses not covered under this Lease that the City may 
require from time to time as reasonably requested by the City and approved by the Real Estate 
Division, acting through the Director of Property o1· his or her designee ("Additional Services"), 
provided that if Landlord, in its sole and absolute discretion, agrees to perform such services or 
incur such additional expenses, City shall reimburse Landlord for the pre-approved cost for such 
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expenses as additional Rent within thuty (30)' days after receipt of Landlord's in~oice therefor, 
which cost shall be at the rates customarily charged by Landlord to other tenants or occupants of 
the Building (if applicable). Landlord shall provide City. with invoices for all Additional 
Services in a format reasonably approved by City, which fonnat shall in all events include a 
reference to the suite or City depmiment t~ .which such Addi~ional Services Were provided. 

10. COMP~IANCE WITH LAWS; PREMISES ·coNDITION 

'10.1 Compliancewith~aws; Covenants ofLandlord 

Landlord shall make, at its cost (a:s an Operating Cost, and at Landlord's·sole cost to the . 
extent the applicable cost is expressly excluded in this Lease from being included as part of 
Operating Costs), any and all modifications to the Premises, the Building or the Building · 
Systems as may be required by applicable Laws for use for use of the Premises for general office 
purposes. Laridlord shall (as an Operating Cost, and at Landlord's sole cost to the extent the 
applicable cost is expressly excluded in this Lease from being included as part of Operating 
Costs) at all times during the Term cause the Property, the Building, the Common Areas and the 
Building Systems serVing the Premises to be in compliance with applicable present or future 
federal, state, local·and administrative laws, niles, regulations, orders atid other governmental 
requirements, the requirements of any board of fire underwriters or other similar body, any 
directive or occupancy certificate issued pursuant to any law by any public offi9er or officers 
acting in their regulatory capacity (collectively, "Laws"), including, without limitation:, . 
Disabilities Laws, Seismic Safety Laws, and Life Safety Laws. Notwithstanding the foregoing, 
if and to the extent (a) City's status as a governmental entity or (b) City's proposed or actual use 
of the Premises for other than general office use, requires changes w upgrades to the Building or 
special serVices in the Building· in order to comply with applicable Law, (i) Landlord shall 
provide City with prior written notice of t~e requir~d additional changes, upgrades or services 
and Landlord's good faith estimate .of the cost fuereof, (ii) City shall be· responsible for"the cost 
of the additional changes, upgrades or services that result from City's status as a govermnental 
entity or City's proposed or actual use of the PJ;emises for other than general office use, ·and (iii) 
City shall reimburse Landlord, promptly upon demand accompanied by an invoice and . 
supporting documentation, as additional Rent, for any costs or expenses that Landlord reasonably 
incurs arising from such additional changes, upgrades or services, provided that prior to . 
incurring such costs or expe~es Landlord shall provide City; for City's reasonable approval or 
disapproval, with written notice ofthe required Building changes or upgrades and a bud get or 
other satisfactory estimate of the costs and expenses to be incurred in connection ther~with. If 
Landlord is required to make Building changes or upgrades due to a use by City which is not a 
general office use, City shall have the option oftenninating such use and instead using the space 
as general office space, provided that such tennination shall not reduce or eliminate the City's · 
obligations with respect to any additional changes, upgrades or services that arose prior to such 
tennination becoming effective. Nothing contained herein shall prevent Landlord from 
contesting any alleged violation of Laws in good faith, including, but not limited; to, the right to . 
apply for and obtain a waivei' or deferment of compliance, the right to assert any and all defenses 
allowed by applicable Laws, and the right to appeal any decisions, judgments ot mlings to the 
fullest extent permitted by applicable Laws. 
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·10.2 City's Compliance with Laws 

City shall use the Premises during the Term in compliance with applicable Laws, the 
provisions of alll'ecorded documents affecting any portion of the Building and all life safety 
programs, procedures and rules implemented or promulgated by Landlord, and shall not do or 
permit to be done, or bring or keep or permit to be brought or kept, :in or about the Premises, or 
any other portion of the Building, anything that :is prohibited by or will in any way conflict with 
any Law, the provisions of any recorded documents affecting any portion of the Building and all 
life safety programs, procedures and rules implemented or promulgated by Landlord; provided, 
however, that City shall not be required to physically make any alterations, additions or othei' 
modifications to th~ Premises or the Building in order to comply therewith, including, without 
lit+lltation, structural alterations, except to the extent that such modifications are necessary 
because of: (a) any Alterations to the Premises made by City pursuant to Section 7.1 
(Alterations by City); or (b) City's use of the Premises for other than general office purposes; or 
(c) City's status as a government entity (by way of example, but not limitation, modifications 
that would not be necessary if the Premises were leased exclusively to pl'ivate general office · 
users instead of City). Wlthout litniting the generality ofthe foregoing, City shail be responsible 
for complying with any requirement ofthe Disabilities Laws relating to the placement of City's 
furniture or other City Personal Property and the operation of any programs in the Premises, 
other than any requirement relating to fue path of travel to the Premises, which is Landlord's 
obligation to the extent provided in Section 10.1 (Landlord's Compliance with Laws) and City's 
obligati9n to the extent provided in Section 7 .1. Without limiting Section 16.1 (City's 
Indemnity), City shall Indemnify Landlord against any and all Claims arising out of City's 
failure to comply with all applicable Laws as provided in this Section 1 0.2. 

10.3 Cio/'s Compliance withinsurance Req~rements 

City shall not conduct or permit any activity or any use in or about the Premises, and 
shall not conduct or permit any activity or use in any other pot:tion of the Building by City or 
City's Agents (and shall use commercially reasonably efforts to prevent any such activity or use 
by any City Invitee) that would: (~)invalidate or be in conflict with any fire or other casualty 
insurance policies covering the Building or any ptoperty ~ocated therein, (b) result in a 
cancellation of any existing policy or insurance or a refusal by fire insurance companies of good 
standing to insure the Building or any such property in amounts reasonably satisfactory to · 
Landlord or the holder of any mortgage or deed of trust encumbering the Building, (c) cause an 
increase in the fire insurance premium for the Building unless City agrees to pay such increase, 
or (d) subject Landlord.to any liability or responsibility for injury to any person or property by 
reason solely of any activity being conducted or permitted by City or any employee, officer; 
Agent, board, comrhission or invitee of any of them in the Premises; p1'ovided, however, 
Landlord shall use commercially reasonable eff01ts to provide City with reasonable prior written·· 
notice of any applicable insurance requirements. 
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11. SUBORDINATION . 

11.1 Existing Encumbrances 

Landlord represents and warrants to City that as of the Effective Date, the Prope1ty is not 
subject to any Encumbrance other than an existing Encumbrance in favor of Bank of America 
recorded in the Official Records of the County of San Francisco. As used in this Lease, the term 
''Encumbrance" shall rnean: (i) any ground leases or other underlying leases affecting 
Landlord's interest in the Property, or any portion thereof, (ii) the lien of any mortgage or deed 
of trust in any amount for which any part Of the PropertY owned by Landlord, any ground leases 
or underlying leases, or Landlord'$ interest or estate therein, is speCified as security, and (iii) any 
other interest in the Property that could, upon foreclosure or other exercise of l'ights· by the holder 
of su~:;h interest, terminate this Lease. Concun-ently with the mutual execution and delivery of 
this Lease, Landlord shall obtain from Existing Len4er, a subordination, nondisturbance and 

· attornment agreement ("SNDA") substantially in the form of Exhibit F attached hereto or in · 
such other commercially reasonable form as may be reasonably acceptable to the City arid 
Existing Lender. · · · 

11.2 Subordination to FutJJ.re Encumbrances 

In the event Landlord desires to make this Lease subject and subordinate to a future 
Encumbrance, then: as a condition of City's willingness to subordinate its Lease to such 
Encumbrance,. Landlord shall obtain for City from the holder of the Encumbrance a SNDA 
substantially in the form of Exhibit F attached hereto or in such other commercially reasonable 
form as may be reasonably acceptable to the City, such holder, and Landlord, provided that 
nothing in such document shall deprive City of any material rights or entitlements specifically 
provided in this Lease. Landlord shall not require any subordination of this Lease that vjolates 
the terms of any existing SNDA. In the event that any ground lease or underlying lease 
terminates for any reason or any mortgage or deed of trust is foreclosed or a conveyance in lieu 
of foreclosure is made for any reason, City shall pay. subsequent Rent and attorn to and become 
the tenant of such successor Landlord provided that City has received proper written notice of 
such succession and the name and address of the successor landlord. From and after the date of 
written notice from Landlord providing the identity and address of the holder of an 
Encumbrance, City shall give the holder of the Encumbrance a copy of any notice of default 
under this Lease serve<:J. upon Landlord at the same time as such notice is given to Landlord. 

12. DAMAGE AND DESTRUCTION 

12.1. Waiver of Civil Coqe Sections 

Landlord and City intend that this Lease fully govern all of their rights and obligations in 
the event any :fire, eatthquake or other casualty (collectively, a "Casualty") damages or destroys 
the Premises or the Building. Accordingly, Landlord and City each hereby waives the provisions 
of Sections 1932(2) mid 1933(4) of the California Civil Code, and the provisions of any similar 

. law, statute or ordinance now or hereafter in effe'ct, as such sections may from time to time be 
amended; replaced, or restated, to the extent such rights are inconsistent with the provisions 
hereof. 

'43 
7:25343661.6 



12.2 Landlord Repai:r Obligations 

If the Premises, the Leasehold Improvements or Alterations in the Premises, portions of 
the Building necessary for access to or use of the Premises or any Building Systems serving the 
Premises are damaged by a Casualty, subject to the provisions of this Article 12, Landlord shall 
repair the same with commercially teasonable diligence so as to make the Building ot Building 
Systems at least equal in condition to the condition existing immediately prior to the occurrence 
of the Casualty and as sinrilm· to it in character as is practicable and r~asonable (i) but only the 
extent possible -with the available insurance proceeds (so long as Landlord has maintained the 
insurance described in Section 17(a) of this Lease, and provided that the amount ofLandlord~s 
deductible shall he deemed included in the available insurance proceeds), and (ii) in accordance 
with then-applicable Laws (including, but not limited to, any required code upgrade's necessru_y 
for the Building to be used for the :Permitted Use and for general office uses and subject to any 
then~existing zoning requirements), Notwithstanding the foregoing, City shall pay the costs of 
repairing any Leasehold Improvements and any Alterations. City may also replace orTepait, at 
(";itv's cost and exnense. Citv's Personal Prouertv. · 

,.1 .1. ~ .... ..... .., 

12.3 Landlord's and Ci.ty's Termination Rights 

Upon the occmTence of a Casualty affecting the Premises or portions of the Building.or 
Building Systems impacting City's access to or use of the Premises, Landlord shall notify City 
('~Casualty Notice") as SOO:tl as practical, but in no event later than forty-five ( 45) days following 
the Casualty, of Landlord's contractor's reasonable estimate of (i) the hm·d and soft costs to 
repair or restore the damage or destruction and (ii) the time required to repah· or restore the 
damage or destruction (when such repairs or restoration are made -without the payment of 
overtime or other premiums) measured from the date of such damage (the "Projected Repair 
Time"). As used in this Lease, the term "Major Damage 01' Destruction" shall mean that (A) the 
Building is damaged by a peril covered by Landlord's ptoperty insUTance ( Ol' which would have 
been ·covered if Landlord had maintained the property insurance coverage described in Section 

· 17(a) ofthis Lease) and the hm·d costs anci soft costs to repah or restore the damage or 
destruction are reasonably estimated by Landlord's contractor to exceed ten percent (10%) of the 
cost of replacing the Building in its entirety (whether or not the Premises are affected), or (B) the 
Building is damaged by an uninsured peril, and the hm·d costs and soft costs to repair or restore 
the damage or destruction are reasonably estimated by Landlord's architect and contractor to 
exceed two percent (2%) of the cost of replacing t.he Building :in its enthety (whether or not the 
Premises ru_·e affected), or (C) the Projected Repair Time teasonably estimated by Landlord's 
architect and contractor to exceed eighteen (18) months measured from the date of such damage. 
In the event of Major Damage or Destruction, Landlord may elect, by written notice to City 
delivered within twenty-one (21) days after delivery ofthe Casualty Notice to City, to tmminate 
this Lease. In the event the Projected Repair Time exceeds eighteen (18) months, City may 
elect, by written notice to Landlord delivered within twenty-one (21) days after delivery of the 
Casualty Notice to City, to tenninate this Lease. If neither party terminates this Lease as 
provided above, this Lease shall remain in full force and effect, and Landlord shall use 
commercially reasonable diligence to repair and restore the damage or destruction to the 
Premises and/or portions of the Building or Building Systems· impacting City's access to and use 
ofthe Premises, subject to Unavoidable Delays. 
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} 

12.4 Removal of City's Personal Property an·d Rent Abatement Rights 

In the event of any Lease termination, City shall be given a reasonable period of time to 
remove all of City's Personi!l Pl'Operty from the Premises, and Rent shall be abated for such part 
of the Premises rendered unusable by City in the conduct of its business during the time prior to 
termination that such part is so unusable·. · · · ' 

12.5 Abatement of Rent During Repairs or Restoration 

During any repait or restoration, this Lease shall remain in full force and: effect, except 
that to the extent sue}). damage or destruction did not result fwm the negligence or willful act or 
omission of City or City's subtenants or any oftheir respective Agents or licensees, Base Rent 
and City's obligation to pay City's Percentage Share of Operating Costs and Real Estate Taxes 
shall abate for such part of the Premises rendered unusable by City in the conduct of its business 
during the time such part is so unusable, in the proportion that the rentable area contained in the 
unusable part of the Premises bears to the total rentable area ofthe Premises. 

12.6 Lender's Claim· to Insurance Proceeds 

Notwithstanding anything to the contrary contained in this Article 12, Landlord· shall 
have no obligation to repair or restore the damage or destmction, and Landlord mayinstead elect 
to terminate this Lease, 'in the event the hard costs and soft costs to repait or restore the damage 
or destruction are reasonably estimated by Landlord's contractor to exceed the insurance 
proceeds available for the repair by two percent (2%) of the 'COSt of replacing the Building·in its 
entirety due to the exercise of its. rights by any holder of a mortgage or deed of trust, provided 
that (i) such holder is not an Affiliate of Landlord (or if such holder is an Affiliate of Landlord, 

. the retention of insurance proceeds by such party is then common practice in the State of 
California for similar losses and such party consistently retains insurance proceeds in connection. 
with similar losses), and (ii) Landlord has used reasonable good faith efforts to obtain the 
insurance proceeds. · 

12.7 Damage Near End of Term 

Notwithstanding anything to the contrary contained in this Article 12 and in addition to 
. Landlord's right to terminate this Lease in accordance with the provisions of Section 12.3 or 
Section 12.6 above, if all or any inaterial portion of the Premises or portions of the Building tfiat 
impact City's access to or use of the Premises are damaged or destroyed by a Casualty during the 
last eighteen (18) months of the applicable Term, then Landlord shall have the right, in its sole 
discretion, to terminate this Lease by notice to City if Landlord canno't reasonably expect to 
complete the tepair or restoration within ninety (90) days after the date ofthe Casualty. Such 
termination shall be effective on' the date specified in Landlord's notice to City, but in no event 
sooner than ninety (90) days after Landlord's delivery of the termination notice. 
Notwithstanding the foregoing provisions of this Section 12.7, if City has an unexpired 
Extension Option with respect to the Premises, and within ninety (90) days following City;s 
receipt of the termination notice, City completes all steps necessary to exercise such Extension 
Option and to cause the Extension Exercise Notice to become binding and enforceable against 
the City, then Landlord's notice of termination under this Section 12.7 shall be deemed cancelled 
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and rights and obligation,s·ofthe parties shall be determined in accordance with Section 12.3 and 
Section 12.6 above. 

13. EMINENT DOMAIN 

13.1 Definitions 

(a) "Taking'' means a taking or damaging, including severance damage, by eminent 
domain, inverse condenmation or for any public or quasi-public use under Law. A Taking may 
occU1' pursuant to the recording of a fmal order of condemnation, or by voluntary sale or 
conveyance in lieu of condemnation or in settlement of a condenmation action. 

(b) ~~Date of Taking" means the earlier of (i) the date upon whici1 title to the portion 
of the Prope1ty taken passes to and vests in the condemnor or (ii) the date on which City is 
dispossessed. 

(c) "Award'' means all compensation, sums or a1'1yihing ofvaJuc paid, avvarded or 
received for a Taking, whether pursuant to judgment, agreement, settlement or otherwise. 

13.2 General 

If during the Term or during the period between the execution of this Lease and the 
Commencement Date, there is any Taking of all or any part of the Premises or any interest in this 
Lease, the rights and obligations of the parties hereunder shall be determined pursuant to this 
Section. City and Landlord intend that the provisions hereof govern fully in the event of a 
Taking and accordingly, the parties each hereby waive any right to terminate this Lease in whole 
or :in part under' Sections 1265.110, 1265.120, 1265.130 and 1265,140 of the California Code of 
Civil P~ocedure or under any similar law now or hereafter in effect. 

13.3 Total Taking; Automatic Termination 

. Ifthere is a total Taking ofthe Premises, then this Lease shall terminate as of the Date of 
Taking; 

13.4 Partial Tailing; Election to· Terminate 

(a) Ifthere is a Taldng of any portion (but less than all) of the Premises, then this 
Lease shall terminate in its entirety if all of the following exist: (A) the pruiial Taking, in City's 
reasonable judgment, renders the remaining portion of the Premises untenantable or unsuitable 
for continued use by City for its general office uses or otherwise materially adversely affect 
City's normal general office operations in the Premises, (B) the condition rendering the Premises 
untenantable or unsuitable either is not curable or is curable but Landlord is unwilling or unable . 
to cure such condition, and (C) City elects to terminate. 

(b) In the case of a partial Taking of a substantial p01tion of the Building, and if 
subsection (a) above does not apply, City and Landlord shall each have the right to terminate this 
Lease by written notice to the other within thirty (30) days after the Date of Taking, provided 
that, (i) as a condition to City's right to terminate, the portion of the Building taken shall, in 
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City's reasonable judgment, render the remaining Premises unsuitable for continued use by City 
for general office pmposes or otherwise materially adversely affect City's normal operations in 
the remaining Premises, and (ii) as a condition to Landlord's right to terminate, the portion taken 
must include a portion of the Premises and City must be unwilling to decrease the size ofthe 
Premises to eliminate the portions taken. 

(c) Either party electing to terminate under the provisions of this Section 13.4 shall 
do so by giving written notice to the other party before or within thirty (30) days after the Date of 
Taking, and thereafter this Lease shall terminate upon the later ofthe thlxtieth (30th) day after 
such written notice is given or the Date of Taking. · 

13.5 Rent; Award 

·upon termination of this Lease pursuant to Section 13.3 (Total Taking: Automatic 
Termination) or an election under Section 13.4 (Partial Taking; Election to Tef.tninate), then: 
(i) City's obligation to pay Rent shall continue up until the date of termination> and thereafte1; 
shall cease, except that Rent. shall be reduced as pmvided in Section 13.6 (Partial Taking: 
Continuation of Lease) for any period during which this Lease continues in effect after the Date 
of Taking, and (ii) any Award made in connection with the Taking shall be allocated (subject to 
the rights of any holder of any Encumbrance) as follows: 

(a). first, to either Landlord or City> as applicable, for reimbursement of the actual and 
reasonable costs of collecting the Award; · 

(b) second, if this Lease is not terminated as a result of such Taking, to the costs of 
any repair or restoration to the Building or Premises as a direct result of the Taking; and 

(c) third, Landlord (subject to the rights of any holder of any Encumbrance) and City 
shall each be allocated the value of their respective interests in the Building and the Premises (to 
the extent Taken), together with interest thereon from the Taldng Date to the date of payment at 
the rate paid on the Award, and attomeys' fees and costs, to the extent awarded. The values of 
Landlord's and City's respective interests in the Building and the Premises shall be established 
by the same court of law that establishes the amount of the Award. Factors to be considered in 
determining the value of City's interest shall include, but not be iimited to (a) the remaining 
Lease Term including the_Extension Options, (b) the value of City's leasehold interest in the 
Premises, and.(c) the then~unamortized cost of Leasehold Improvements paid by Landlord which 
would have been recovered by Landlord as a component of the Base Rent payable under this 
Lease. · 

13.6 Partial Taking; Continuation of Lease 
•, 

If there is a partial Taking of the Premises under circumstances where this Lease is not 
terminated in its entirety .under Section 13.4 (Partial Taking; Election to Terminate), then this 
Lease shall terminate as to the portion of the Premises so taken, but shall remain in full force and 
effect as to the portion not taken, and the rights and obligations of the parti~s shall be as follows: 
(a)'Rent shall be reduc~d pro rata based upon the lost rentable square footage of the Premises (by 
comparing the area ofthe Premises taken to the area of the Premises prior to the Date of Taking 
with the same per rentable square foot rent amount), and (b) Landlord shall be entitled to the 
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entire Award in connection therewith, provided that City shall receive ariy separate Award mad.e 
specifically for City's relocation expeDBes or the interruption of or damage to City's business or 
damage to City's Personal Property. · 

13.7 Temporary TakilJ.g 

Notwithstanding anything to contrary in this Section, if a Taking occurs with tespect to 
the Ptemises for a limited period of time not in excess of ninety (90) consecutive days, this Lease 
shall temain unaffected thereby, and City shall continue to pay Rent and to perform all of the 
tenus, conditions and covenants of this Lease. In the event of such temporary Taking, City shall 
be entitled to receive that poi·tion of any Award representing compensation for the use or 
occupancy of the Premises during the Term up to the total Rent owing by City for the period of 
the Taking. 

14. ASSIGNMENT AND SUBLETTING . 

14.1 Use hy Other City Departments 

Since Landlord agreed to enter into this Lease based on the critical City functions being 
undertaken at the Premises (which Landlord understands may reduce the potential for the City to 
elect to tenuinate this Lease pmsuant to Section 23.23 ), City shall not have the ]:ight, without the 
prior written consent of Landlord, which may not be unreasonably withheld, to allow employees 
of City departnients other than the Police Department or District Attorney's Office to use all or 
any part of the Premises. Any use consented to by Landlord shall be solely for the Permitted Use 
and not for any Prohibited Use or Banking Use. Any request made to Landlord shall identify the 
applicable City depmtment(s) and provide a description of the portion of the Premises to be 
utilized by such employees. City's rights under this Section 14.1 shall apply only to City and 
shall not inure to the benefit of any assignee, sublessee or other transferee of City's interest in 
this Lease. 

14.2 Space Sharing with Agencies, City Vendors, Contractors and/or Nonprofit 
Businesses 

Since Landlord agreed to enter into this Lease based on the critical City functions being 
undertaken at the Premises (which Landlord understands may reduce the potential for the City to 
elect to terminate this Lease pursuant to Section 23 .23), City shall not have the right, without the 
prior written consent of Landlord which may be granted or withheld in Landlord's sole and 
absolute discretion, to pem1it the use and occupancy of all or any ofthePremises by (a) any 
vendor or contractor of City as part of a contract with and in connection with sm:vices to be 
provided to City, or (b) any nonprofit agency, public service organization, governmental agency, 
or joint power board with whom City is working on particular projects or with whom City has 
strategic alliances or as part of a contract with. and in connection with services to be provided by 
or to City (each of (a) and (b), a "City Program Affiliatd'). If consented to by Landlord, such use 
shall not be deemed to be a sublease pursuant to the terms of this Lease for any pmpose 
(including the determination of the percentage of the Premises subject to sublease) provided that 
(i) such City Program Mfiliate shall use the Premises solely for the Permitted Use and not a 
Prohibited Use or Banking Use, and (ii) City does realize a profit with respect to the space so 
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used by any nonwgovemmental City Program Affiliate (and at Landlord's request, City shall· 
represent and warrant to Landlord that City is not realizing a profit with respect to the occupancy 
of such space by such party). City must request Landlord's consent to any such space sharing 
arrangement at least thirty (30) days before the intended effective date of such agreement, which 
request must specify in reasonable detaiL the specific identity of such City Program Affiliate and 
such City Program Affiliate's specific business use of the Premises. If Landlord's consent is 
granted, City shall cause each City Pro gram Affiliate to comply with all of the terms and 
conditions of this Lease, including, without limitation, the insurance provisions set f01ih in 
Article 17 and Exhibit L of this Lease (provided that with respect to City Program Affiliates the 
required limits of liability for contractual liability coverage shall be One Million Dollars 
($1,000,000) per occurrence and in the aggregate, and provided further that any governmental 
entity shall be entitled to self insure). If Landlord's consent is granted, City .shall supply 
Landlord with a certificate of insurance evidencing such compliance no later than five (5) 
business days prior to the occupancy of any such City Program Affiliate. Notwiths.tanding use of 
the Premises by any City Program Affiliate, City shall remain liable for the performance of City 
as Tenant under this Lease, City's insurance obligations set forth i11Article 17 and Exhibit L of 
this Lease shall be applicable and unmodified by such use, and City shall be responsible for the 
acts or omissions of any Agents or Invitees of any City Program Affiliate as if they were the acts . 
or omissions of City's Age~ts or Invitees. City's rights under this Section 14.2 shall apply only 
to City an\i shall not inure to the benefit of any assignee, sublessee or other tran~feree of City's 
interest in this Lease. 

14.3 Assignment and Subletting to For Profit Businesses; Landlord's Right of 
First Refusal 

(a) Except as provided in Sections 14.1 and 14.2 ~bove, City shall not directly or 
indirectly sell, assign, encumber, pledge or otherwise transfer or hypothecate all or any part of its 
interest in or rights with respect to the Premises or· its leasehold estate hereunder, permit all or 
any portion of the Premises to be occupied, or sublet all or any portion of the Premises, without 
Landlord's prior written cons~nt in each instance, which consent sh;ill not be unreasonably 
withheld or ·delayed. Without limiting other circumstances in which it is reasonable for Landlord 
to refuse consent, it shall be deemed reasonable for Landlord to refuse to consent to any sublet o:r: 
assignment to (i) any transferee Who will use all Ol' any part of the Premises for a Prohibited Use 
or Banking Use, (ii) any transferee whose use or identity would create a materially increased 
security risk to the occupants of the Building, (iii) any transferee whose use woUld place a 
materially greater burden on Building Systems or services provided Under this. Lease, (iv) any 
transferee whose use or identity would materially decrease the marketability, financeability, 
leasability or value of the Building, (v) any transfe1·ee where Landlord determines, ~nits sole and 
absolute discretion, that there is a greater·risk of the City exercising its te1mination right under 
Section 23.23 than would exist in the absence of such assignment or subletting, or (vi) any 
existing tenant in the Building or in any other building owned and controlled by Landlord in San 
Fran:cisco or any prospective tenant that Landlord has shown comparable space to in the Building 
during the preceding six ( 6) months, provided that in each case described in this item (v), 
(A) Landlord has been actively and continuously negotiating with such party regarding space in 
the Building since a date prior to the date City offered such space to Landlord pursuant to 
Section 14J(b), and (B) Landlord has or will have available space in the Building that is 
comparable to the Premises or the portion thereof subject to such subletting, as applicable, or that 
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otherwise meets such tenanfs or prospective tenant's needs. No sublease or assignment by City 
under this Lease shall relieve City of any obligations under this Lease.. Whether or not Landlord 
shall gtant consent, City shaH pay, within thirty (3 0) days after written request by Landlord 
accompanied by an invoice or other reasonable supporting documentation, all reasonable legal 
fees incurred by Landlord in connection with any proposed Transfer, not to exceed $2,500. 

(b) In the event City should decide to sublet or assign all or prut of the Premises to an 
unaffiliated third party not pennitted under Section 14.2 above, City shall first offer the part of 
the Premises that City intends to sublet or assign (the "Sublet Premises") to Landlord at the rent 
and on the terms that the Sublet Premises will be offered to the real estate market. The rent and 
other tenus shall be contained in a written notice ('~Sublet Notification") from City to Landlord. 
Landlord shall have thirty (30) days following delivery of the Sublet Notification date to: 
(i) offer to take back the Sublet Premises permanently and remove the Sublet Premises from this 
Lease for all purposes hereunder (a "Recapture''); or (ii) offer to sublet or assume the Sublet 
Premises on the tenus set forth in the Sublet Notification. 

(c) If Landlord offers to Recapture the Sublet Premises, the patties shall memoriaJize 
the Recapture in writing. The Recapture shall permanently remove the Sublet Premises from the 
Premises for all purposes hereunder, and City and Landlord shall be relieved of all of their 
respective rights and obligations hereunder with respect to the Sublet Premises, except to the 
extent the Saine would, by their express terms or by their nature, survive the expiration or 
termination of this Lease. The document memorializing the Recaptute shall not include any 
additional terms other than the deletion of the Sublet Premises from the Premises and the 
conesponding reduction in Base Rent and City's Petcentage Share and other appropriate 
modifications resulting from such deletion of the Sublet Pre:rpises. 

(d) If Landlord offers to sublet or assume the Sublet Premises on the terJ:nS set forth 
in the Sublet Notification, the parties shall negotiate in good faith to reach agreement on a. 
sublease or an assignment and assumption on such terms. If the parties fail to agtee upon the 
form ofthe sublease or assignment within sixty (60) days after City's receipt ofLandlord's offer 
to sublet or assume the applicable Sublet Premises, subject to such extensions as may be agreed 
to by the pruties, then Landlord's offer to sublet or assume the Sublet Premises on the terms set 
forth in the applicable Sublet Notification shall be null and void. Any such sublease or 
assignment and assumption shall be subject to the approval of the City's Board of Supervisors by 
resolution, and the approval of Landlord, each in their sole discretion, and the sublease or 
assignment shall not be effective until such approval have been obtained. If such approvals shall 
not have been obtained within ninety (90) days following the parties agreement on the form of 
the sublease or assignment, subject to such extensions as may be agreed to by the pruties, then 
Landlord's offer to sublet or assume the Sublet Premises on the terms set f01th in the applicable 
Sublet Notification shall be null and void, and the· applicable Sublet Premises shall remain prut of 
the Premises. · 

. . 
(e) lf Landlord does not elect a Recapture, or if the patties are not able to agree on the 

terms of the sublease or assignment or to obtain approval of the sublease or assignment within 
the time periods specified above, then City shall have the right to enter into the sublet or 
assignment on the terms set forth in the Sublet Notification (as modified during any negotiations 
with Lancllord) or on terms more favorable to City than those set forth in the Sublet Notification, 
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' 
subject to Landlord's prior written approval of the proposed assignee or subtenant (the 
HTransferee") and the form of the sublease or assignment documen~~tion, which approval shall 
not be unreasonably withheld or delayed. City shall furnish Landlotd with financial statements of 
the proposed Transferee for the two (2) fiscal years immediately preceding the date ofthe 
Transfer Notification, if available, which financial statements shall b.e certified by an. officer, 
partner or owner thereof, and any other information reasonably requested by Landlord to 
evaluate the proposed Transferee. A '~Transfer Premium" equal.to fifty percent (50%) of any net 
subleasing. or assignment ''profits)' realized by City under any such assignment or sublease jn 
excess of the Base Rent and Additional Charges (including any costs relating to the Leasehold 
Improvements payable by City under this Lease) payable hereunder with respect to the Sublet 
Premises shall be paid to Landlord, after City has first recovered the following costs of entedng 
into each pru.ticular sublease or assignment (with no requirement to amortize such costs): (i) the 

· .cost o;f tenant improvements made in connection with the particular trims action and any tenant 
improvement allowance paid by .City in connection with the partiGular transaction, (ii) brokerage 
commissions, if any, (iii) advertising costs, and (iv) attomeys j fees (including the fees of deputy 
City attomeys calculated at the then applicable rate charged to City departments for such legal 
.services). City shall promptly provide Landlord with such information regarding the assign111ent 
or sublease costs as Landlord may reasonably request If City shall enter into multiple transfers, 
the Transfer Premium payable to Landlord shall be calculated independently with respect to each 
transfer. The Transfer Premium due Landlord hereunder shall be paid within forty-five (45) days 
after City receives any Transfer Premium from the Transferee. Landlord or its authorized 
representatives shall have the right at all reasonable times to audit the books and records of City 
relating to any transfer~ and shall have the right to make copies thereof. If the Transfer Premium 
respecting any transfer shall be found to be understated, City shall pay the deficiency within 
thhty (30) days after demand. 

(f) In the event City is not able to sublet or assign the Sublet Premises on the terms 
set forth in the Sublet Notification (as modified during any negotiations with Landlord) or terms 
more favorable to City, then City shall give mwther Sublet Notification with a reduced rent or 
such other terms as City is then willing to offer to the real estate market, and Landlord's i·ight to 
a Recapture and Landlord's first right of refusal as set forth above shall be repeated with respect 
to the revised tenns. 

(g) Notwithstanding the foregoing) .if any Event of Default by City is outstanding 
.hereunder at the time of City's Sublet Notification, then Landlord may elect by notice to City to 
refuse to consy,nt to City's propos~d sublet or assigrUnent and, following any required cure 
period Uiidet• this Lease, pursue any of its tight or .remedies under this Lease. 

(h) Notwithstanding anything to the contrary in this Lease, in the event City at any 
time sublets or assigns mot·e than twenty five percent (25%) ofthe rentable area ofthe Premises 
(as the same may be expanded from time to time) to an unaffiliated third party (not including any 
use under Sections 14.1 or 14.2 above), then Citts remaining Extension Option under· 
Section 3.4 (if any) shall all automatically terminate,' and upon request by Landlord, City shall 
promptly execute and deliver an addendum to this Lease, memorializing the termination of such 

. rights. · · 
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(i) Any Transfet made without complying with this Article 14 shall, at Landlord's 
option; be null, void and of no effect, or shall, following written notice and an oppmtunity to · 
cure, constitute an Event ofDefaultunder this Lease. Landlord's consent to a transfer shall not 
be deemed consent to any further transfer by either City or the Transferee. City shall deliver to 
Landlord promptly after execution, an original executed copy of all documentation pertaiiring to 
a transfer in form reasonably acceptable to Landlord. If this Lease shall be terminated during the 
term of any sublease, Landlord shall ~ve the right to: (i) treat such sublease as cancelled and 
repossess the Sublet Pre:mises by any lawful means, or (ii) require that the subtenant attorn to and 
recognize Landlord as its landlord under any such sublease. 

14.4 Certain Transfers 

For pmposes ofthis Lease, a "transfer" shall include: (a) if Tenant is a partnership, the 
withdrawal or change, voluntary, involuntary or by opetation oflaw, of a general partner or a 
majority of the partners, or a transfer of a majority of partnership interests, or the dissolution of 
the partnership; (b) if Tenant is a limited liability company, the withdrawal or change, voluntary, 
involuntary, or by operation of law, of a majority of members, or a transfer of a majority of the 
membership interests, or the dissolution of the limited liability company; and (c) if Tenant is a 
·corporation, the dissolution, merger, consolidation or other reorganization of Tenant, or the sale 
or other transfer of more than an aggregate of fifty percent (50%) of the voting shares of Tenant 
(other than (i) sales on a public stock exchange or (ii) transfers to immediate fa:mily members by 
reason of gift or death), or the sale, mortgage, hypothecation or pledge of more than an aggregate 
of fifty percent (50%) of Tenant's net assets. Upon request by Landlord from time to time, 
Tenant shall deliver to Landlord a list of all of its shareholders (if Tenant's stock is not publicly 
traded), members, or partners, as the case may be. 

15. DEFAULT; REMEDIES 

15.1 Events of Default by. City 

Any of the following shall constitute an event of default ("Event of Default") by City 
hereunder (following the applicable notice and grace period provided): 

(a) City's failme to malce any timely paym:ent of Rent and to cure such nonpayment 
within five (5) business days after receipt of written notice theteof:fi:om Landlord, provided that 
for the first payment of Rent at the beginning of the Tetm and for the monthly payment ofRent 
after the beginning of each new fiscal year for City, City shall have thirty (30) days to cure any 
such nonpayment after written notice thereof from Landlord; 

(b) City's abandons the Premises (within the meaning of California Civil Code 
Section 1951.3); or 

(c) City's failure to perfonn any other covenant or obligation of City hereunder (not 
involving the payment of money) and to cure such non-performance within thirty (30) days of 
the date of receipt of notice thereof:fi:om Landlord, provided that if more than thirty (30) days are 
reasonably required for such cute, no Event of Default shall occur if City commences to cure 
within such period and diligently prosecutes such cure to c:ompletion. 
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15.2 L'and.lo~d's Remedies 

Upon the occurrence of any Event of Default by City that is not cured within the 
applicable grace period as provided abovej Landlord shall have all rights and remedies available 
pursuant to law or granted hereunder, including the following: · 

(a) The rights and remedies provided by California CivH Code Section 1951.2 
(damages on termination fot breach)> including, but not limited to, the right to terminate City's 
right to possession of the Premises and to recover (i) the worth at the time of awatd of any 
unpaid Rent which has been earned at the time of such termination plus (ii) the worth at the time 
of award of the amount by which. the unpaid Rent which would have been earned after 
termi.nation until the time Df award exceeds the amount of such rental loss that City proves could 
have been reasonably avoided plus (iii) the worth at the time of award of the amount by which . 
the unpaid Rent for the baJance of the Term aft~r the time of award exceeds the amount of rental 
loss for the same period that City proves could have been reasona~ly avoided, as computed· 
pursuant to subsection (b) of such Section 1951~2. 

(b) The rights and remedies provided by California Civil Code Section 1951.4 
(continuation of I easy after breach and abandonment), which allows Landlord to conti:t).ue this 
Lease in effect and to enforce all of its rights and remedies under this Leasej inchicling the right 
to recover Rent as it becomes due, for so long as Landlord does not terminate City's right to 
possession, if City has the right to sublet or assign, subject only to reasonable limitations. 

(c) City waives redemption or relief from forfeiture under California .Code of Civil 
Procedure Sections 1174 and 1179, or under any other present or future law, if City is evicted or 
Landlord takes possession of the Premises by reason of any default of City hereunder. · · 

(d) During the continuance of any Event of Default, Landlord may, at its option, after 
written notice to City, take any rea:sonable.actionto cure·the Event of Default, without waiving 
its rights and remedies against City or releasing City from any of its obligations hereunder. All 
reasonable out-of-pocket costs actually paid by Landlord in pmforming City's obligations as set 
forth in this Section15.2(d) shall be deemed additional.Rent hereunder. 

·l' 

. (e) Landlord may, withoufwaiving or t:eieasing any ol City's obligations under this 
Lease, make any payment required to have been made by City or perform any act required to 
have been performed by City. All sums so paid or costs so incurred by Landlord shall be· 
payable to Landlord as Additional Charges. Nothing herein shall be construed to create or 
impose a duty on: Landlord to mitigate any damages resulting from any City defaUlt under this . 
Lease.· · · · 

(f) Late payment by City to Landlord of Rent ap.d/or other sums payable to Landlord 
wiil cause Landlord to incur costs not contemplated by this Lease, the.exact amount ofwhich 
will be extremely difficult and impractical to ascertain. Such costs include, but are not limited 
to, processing and accounting charges and late charges that may be imposed on Landlord under 
any mortgage covering the Property. Therefore, if City fails to pay Landlord any amounts owed 
to Landlord with ten (10) business days after Landlord's notice sp.ecifying such failure, City·shall 
pay to Landlord interest on the amount of such past due amounts from the date due until paid at 
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an annual r~te equal to twelve percent (12%) per annum or the highest rate permitted by ~aw (the 
HDefault Rate"), whichever is less. City shall be permitted one late payment per calendar year, if 
said payment is received by Landlord not niore than thirty (30) days after due date, without 
penalty or additional fee. 

15.3 Landlord's Default 

City agrees that Landlord shall n.ot be Hable for damages for failure to fumish or delay in 
furnishing any service, or for any dimiimtion in the quality or quantity thereof except to the 
extent such failure or diminution is caused by Landlord .or its Agents, and, subject to City's 
rights under Section 4. 14, such failures or delays or diminution shall never be deemed to 
constitute an ev~ction of City's use and possession of the Premises. Furthermore, in no event 
shall Landlord be liable for a loss of, or injury to, or interference with, City's business, including, 
without limitation, loss of profits, resulting from a failure to furnish any services or utilities. 
Landlord shall, however, not be in default l;lllder this Lease unless Landlord fails to perform any 
of its obligations ·hereunder within thirty (30) days after written notice from City specifying such 

· failure (unless such performance will, due to the nature of the obligation, require a petiod of time 
in excess of 30 days, then after ~mch period of time as is reasonably necessary). Upon any 
default by Landlord, City shall give notice by registered or certified inail to any holder of an 
Encumbrance covering the Premises and City shall offer such holder a teasonable opportunity to 
cure the default, including time to obtain possession of the Building by power of sale or a 
judicial action if such should prove necessary to effect a cure; provided, Landlord shall have 
furnished to City in writing the names and addresses of all such persons who are to receive such 
notices. · 

15.4 Limitation on Representations and Warranties 

Notwithstanding anything to the contrary in this Lease, (i) all representations and 
warranties by Landlord shall survive the expiration or termination of this Lease for a period of 
one (1) year following the date the Effective Date, and (ii) in the event of a breach of a 
representation or warranty in this Lease, the Landlord's liability to City for all such breaches, in 
the aggregate, shall not exceed One Million Dollars ($1,000,000). 

15.5 Non"Recourse 

City shall look solely to Landlord's interest in the Property for recovery of any damages 
for breach of this Lease by Landlord or execution on any judgment in connection therewith, 
except to the extent provided in the next sentence. City in seeking recovery of any damages for 
breach of this Lease by' Landlord or execution on any judgment in connection therewith, shall be 
entitled to look to Landlord's assets in addition to Landlord's interest in the Property, up to the 
amount, if any, that the Financing Liens exceed the Pe1mitte~ LTV Ratio, as determined at the 
time that .the Financing Lien was recorded. As used in this Section 15 .5, the term "Financing 
Lien" shall rnean any rnonetaty lien encumbering the Property that was created by recordation 
with Landlord's permission, of a mortgage, deed oftrust, financing statement or similar 
documentary encumbrance to secure repayment by Landlord of a loan, and the "Permitted LTV 
Ratio" shall be eighty percent (80%) of the appraised value of the Building, as determined by the 
beneficiary of the FinancingLien in its sole discretion (so long as the beneficiary is not an 
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Affiliate of Landlord). None of the persons or entities comprising or representing Landlord 
(whether partners, shareholders, officers, directors, trustees, employees, beneficiaries, Agents or 
otherwise) shall ever be personally liable under this Lease or liable for any such damages or 
judgment and City shall have no right to effect any levy of execution against any assets of such 
persons or entities on account ofany such liability or judgment. Any lien obtained by City to 
enforce any such judgment ("Judgment Lien''), and any levy of execution thereon, shall be 
subject and subordinate to any Financing Liens (except to the extent such Financing Liens 
exceed the Permitted LTV Ratio if the limitation on Permitted LTV Ratio described in the 
sycond sentence of this Section 15.5 is applicable at such time) now or hereafter affecting o:r 
e~cumbering the Property or any part thereof or interest therein that was recorded before the 
recordation of the Judgment Lien, and to any and all advances made on the secutity thereof or 
Landlorci' s interest the:rein, and to all renewals, modifications,· consolidations and extehsions 
thereof, provided such Judgment Lien shall not be subject Ol' suborcl:i'J)_ate to the Excess Portion 
(as de:fin.ed below) of ?IllY monetary Hen encumbering the Property that was created by 
recordation with Landlord'.s permission after recordation of the Judgment Lien by the City. As 
used herein, "Excess Portion" means the amount by which such monetary Hen exceeds the 
amount secured by any monetary lien as of the ·date that the Judgment Lien was recorded against 
the Property. · · ·· · · · · 

16. INDEMNITIES 

16.1 City's Indemnity 

City shall indemnify, defend and hold haunless ("Indemnify") Landlord and its Agents 
from and against any and all claims, cause· of action, obligation, liability, costs and expenses, 
including, without limitation, reasonable attorneys' fees, {collectively, '~Claims"), incurred as a 
result of (a) City's use of or activities in or on the Premises or Property, (b) any default by City 
in the performance of any of its material obligations under this Lease or any breach of any 
representations or warranties made by City under this Lease, or (c) any negligent acts or 
omissions of City, City's Program Affiliates. or City's Agents or Invitees, or in, on or about the 
Premises or the Property; provided, however, City shall not be obligated to Indemnify Landlord. 
or its Agents to the extent any Claim arises out of the negligence or willful misconduct of 
Landlord or it11 Agents. In any action or proceeding brought against Landlord or its Agents by 
reason of any Claim Indemnified by City hereunder, City may, at its sole option, elect to defend 
such Claim by attomeys in City's Office of the City Attomey, 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, p~ovided that Landlord shall have the right, but not the · 
obligation, to pru:ticipate in the defense of any such Claim at its sole cost. City's obligations 
under this Section shall survive the tetmination of this Lease. 

16.2 Landlord's Indemnity 

Landlord s,hall It~.demnify City and its Agents against any and all Claims incuned as a 
result of (a) Landlord's activities on the Premises or Property that cause injury or damage to . 
person or property, (b) any default by Landlord in the performance of any of its material 
oqligations under this Lease or any breach ofany representations or wananties made by 
Landlord unde1· this Lease, or.( c) any negligent acts or omissions or willful misconduct of 
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Landlord or its Agents in, on or about the Premises or the Property; provided, however, Landlord 
shall not be obligated to Indemnify City or its Agents to the extent any Claim arises out of the 
negligence or willful misconduct of City, City's Program. Affiliates or City's Agents or Invitees. 
In any action or proceeding brought against City or its Agents by reason of any Claim 
Indemnified by Landlord hereunder, Landlord may, at its sole option, elect to defend such Claim 
by attorneys selected by Landlord. Landlord shall have the right to control the defense and to 
determine the settlement or comptomise of any action or proceeding, provided that City shall 
have the right, but not the obligation, to participate in the defense of any such Claim at its sole . 
cost. Landlord's obligations under this Section shali'smvive the termination ofthis Lease. 

16.3 Duty to Defend 

Each party hereto specifically acknowledges and agrees that, with respect to each of the 
indemnities contained in this Lease, the i:tidemnitor has an immediate and independent obligation 
to defend th~ indernnitees from any claim which actually or potentially falls within the indemnity 
provision, even if such allegation is or may be groundless, fraudulent or false, which obligation 
a1'iscs at tho time such claim 'is tendered to the it1deiUtlitor by the indemnitee and continues at all 
times thereafter. 

16.4 Waiver 

City agrees that neither Landlord nor its Agents shall be liable to City or City's Program 
Affiliates, or City's Agents or Invitees, and City waives all claims against Landlord and its 
Agents, for any injury to or death of any person or for loss of use of or damage to or destruction 
of property in or about the Premises, the Building orthe Property by or from any cause 
whatsoever, including but not limited to, earthquake or eatth movement, explosion, gas, fire, oil, 
electricity or water leakage from the roof, walls, basement or other portion of the Premises, the 
Building or the Property, and including any such injmy, death or damage caused by any active or 
passive act, omission or neglect of Landlord or its Agents, except to the extent such inj my, death 
or damage is caused by the gross negligence or willful misconduct of Landlord or its Agents and · 
except acts o1· omissions for which strict liability may be imposed or to the extent such limitation 
on liability is prohibited by law. 

17. INSURANCE 

17.1 City's SelfMinsurance 

(a) Landlord acknowledges that City maintains a program of self-insurance and 
agrees that City shall not be required to carry any third-party insurance with respect to this 
Lease. At all times during the Te1m (and periods prior to or after the Term that City has access 
to or occupies the Premises), City's self-insurance shall include such coverage as would have 
been covered by (a) a standard Commercial General Liability Insurance with respect to the 
Premises with limits of liability not less than Ten Million Dollars ($1 0,000,000) per occurrence 
and in the aggregate, and (b) causes of loss- special form "All Risk" Property Insurance for 
City's Personal Property, the Leasehold Improvements and Alterations. For purposes of the 
waiver of subrogation provision in Section 17.5 below, the amount of any deductible shall be 
deemed included in the proceeds City receives. Cityl s self-insurance shall also equal the 
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coverage per the attached Exhibit L. If City assigns this Lease or sublets some or all of the 
Premises to a third party, Landlord may require as a condition to Landlord's consent to· any such 
assignment or sublease (or if Landlord ·consent is not required, th.e City shall require in the 
applicable sublease) an amendment to be executed to this Lease requil'ing the assignee to carry 
Sll;ch insurance as is consistent with Landlord's insurance requirements for other comparable · 
tenants in the Building and otherwise as Landlotd deems necessary, as determined by Landlord 
in Landl?rd's reasonable discretion. The Director ofPropetty shall be authorized to sign any 
such amendment without the need fcir commission or other governmental approvals. . . 

·(b) For the purposes of this Section 17.1, "self-insure" sha11 mean that City is itself 
acting as though i~ were the insurance company providing the insurance required under the 
provisions hereof and City shall pay amoUn.ts due in lieu of insurance proceeds because of self~ 
insurance, which amounts shall be treated as insurance proceeds for all purposes under this 
Lease. City's program of selfwinsurance shall provide Landlord with the same rights and 
privileges to which Landlord is otherwise entitled under the terms of this Lease when there is a 
third-party insurer. 

(c) All amounts which City pays or is required to pay and all loss or damages 
resulting from risks for whi9h City has elected to self-insure shall be subject to the waiver of 
subrogation provisions hereof and shall not limit any of City's indemnification obligations under 
this Lease. · · 

17.2 Certificate of Selfwlnsurance 

In the event City elects to self-insure, City shall provide Landlord and Landlord's 
mortgagee and any ground lessor with certificates of self-insurance specifying the extent of self­
insurance coverage hereunder and containing waiver of subrogation provisions reasonably 
satisfactory to Landlord. Any insurance coverage provided by City shall be for the benefit of 
City, Landlord, the frrst mortgagee and any ground lessor, as their respective interests may 
appear, and shall name mortgagee undet a standard mortgagee provision. 

17.3 Landlord~s Insurance 

(a) At all times during the Tenn, Landloi·d shall keep the Building (excluding the 
land upon which.it is located and foundations, footings and other underground improvements, 
the Leasehold Imptovements·and Alterations) insured against damage and destruction by fire, 
vandalism, malicious mischief, sprinlder damage and other perils customarily covered under a 
causes ofl_oss-special form property insurance policy in an amount equal to one hundred pe~cent 
of the full insurance replacement value (replacement cost new, including, debris removal and 
demolition and code upgrades) thereof, provided that Landlord may carry a deductible of not 
more than the greater of $1,000,000 or the amount then being carried by· other institutional 
owners of Class A office building in· the South of Market Area for. the property insurance 
coverage required above under this Section 17.3(a). Landlord shall, upon request by City, 
provide to City a cettificate of insurance issued by the insurance canier, evidencing the 
insurance required above. In addition to the insurance required to be maintained by Landlord 
under this Lease, Landlord may elect to maintain such additional insurance (with coverages and 
limits as detemlined by Landlord) as Landlord may determine necessary. 

57 
725343661.6 



(b) In addition, Landlord shall procure and keep in effect at all times during the Term 
minimum insurance as follows: (i) Commercial general liability insurance with limits not less 
than Two Million Dollars ($2,000,000) each occun·ence combined single limit for bodily injury 
and property damage, including contractual. liability, independent contractors, broad-form 
property damage, fire damage legal liability (of not less than Fifty Thousand Dollars ($50,000)), 
personal injury, products and completed operations, and explosion, collapse and underground 
(XCU); and (ii) Workds Compensation Insurance as required by applicable Laws and 
Employer's Liability with a limit not less than $1,000,000. each accident with respect to 
employees engaged on-site in connection with the operation or management of the Building and 
(iii) Excess Coverage with respect to Commercial General Liability and Employer's Liability 
with a per occm'tence limit ofTen Million Dollars ($10,000,000). · 

(c) Notwithstanding the foregoing, so long as Clarion Partners, Landlord or a. 
successor Landlord has a net worth of at least Five Hundred Million Dollars ($500,000,000), 
Landlord shall be entitleq to self-insure for any or all of the foregoing coverage, provided that (i) 
the. self-insurance program, in the reasonable judgment of City, City's Risk Manager and the 
City Attorney, provides adequate, en±cH·ceable, sufficiently funded and long-term coverage for 
the risks to be insured against, (ii) Landlord warrants and rep1~esents it is adequately self-insured, 
which warranty and representation shall be a continuing one throughout the Term hereof, for all 
purposes under this Lease for the particular risk, and (iii) such program of self-insurance shall 
provide City with the same rights and privileges to which City is otherwise entitled under the 
terms of this Lease when there is a third-party insurer. At City's written request, Landlord shall 
provide to City's Risk Manager all documents that City requests that are necessary to permit a 
complete review and analysis of the self~insurance program.. If, as a supplement to Landlord's 
self-insurance program, LandJord obtains an insurance policy or policies fi:om an insurance 
company, the provisions of Section 17:3 shall apply in full to such insurance policy or policies 
and ifLandlord ceases to self-insure Landlord shall give noti<te thereof to City and shall . 
immediately comply with the provisions ofthis Section 17.3 relating to the policy of insurance 
required. This right to self insure is personal to Clarion Partners, Landlord or a successor 
Landlord having a l)et worth of at least Five Hundred Million Dollars ($500,000,000), and shall 
not otherwise inure to the benefit of any successor or assign of Landlord: 

17.4 S~If~Insnrance Cia~ Process 

In the event that either party elects to self-insure and an event or claim occurs for which a 
defense and/or coverage would have been available :fi:om the insurance company, such party 
shall: 

(a) undertake the defense of any such claim, including a defense of the other party if 
applicable, at the self-insuring party's sole cost and expense, and . 

(b) use its own funds to pay any claim or replace any property or otherwise provide 
the funding which would have been paid by the insuter under the circumstances had such party 
pmchased the insurance required under this Article 17 instead of electing to self-insure. 
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17.5 Waiver of Subrogation 
,'I··· 

Notwithstanding anything to the contrary contah1ed herein, Landlord hereby waives any 
right of recovery against City for any loss or damage sustained by. Landlord with respect to the 
Building or the Premises or any portion thereof or the contents of the same or any operation 
therein, whether or not such loss is caused by the fault or negligence of City,- to the extent such 
loss or damage is covered by property insurance which Landlord is required to purchase under 
this Lease or is otherwise actually recovered from valid and collectible insurance covering the 
Landlord;-provided, however, ·that, notwithstanding anything fo the contrary contained in this 
Lease, City shall be required to pay the applicable deductible(s) as part of Operating Costs. 
Landlord agrees to obtain a waiver of subrogation endotsement'from, each insurance carrier 
issuing policies relative to the Building or the Premises, provided Landlord's failure to do so 
shall not affect the above waiver. For purposes of this· Section 17 .5, Landlord shall be deemed to 
be. carrying the insurance policies that it is are required to carry pUrsuant to Section 17.4 but does 
not actually carry, including in such deemed cqverage any policies not carried because Landlord 
has elected to self-insure. Notwithstanding anything to the contrary contained herein, City for 
itself and for its Agents and Invitees hereby waives any right of recovery against Landlord for 
any loss or damage sustained by City or such subtenant or assignee other person or entity with 
respect to the Building or the Premises or any portion thereof or the contents of the same or any 
operation therein, whether or not such loss is caused by the fault or negligence of Landlord) to 
the extent such loss or damage would have been coyered by property insurance which City 
would have been required to provide under this Article 17 had City not been entitled. to self­
insure. With.respect to subtenants or assignees of City, if such persons are required to obtain 
insurance hereunder, Citi s waiver shall apply to the extent such loss or ~age is covered by 
insurance they are required to purchase under this Lease or is otherwise actually recovered from 
valid and collectible insurance covering such subtenants or assignees. If City, or any successor 
to City, obtains any policy of insurance with respect to the Building or the Premises or any 
portion thereof or the contents of the same or any operation therein City, for itself and its 
successors, agrees to obtain a waiver of subrogation endorsement from each insurance carrier· 
issuing policies relative to the Building. or the Premises, provided City's or its successors' failure 
to do so shall not affect the above waiver. · · 

18. ACCESS BY LANDLORD 

Landlord reserves for itself and any designated Agent the right to enter the Premises at all 
reasonable times-and, except in cases of emergency (in which event Landlord shall give any 
reasonable notice) or to provid~ routine janitorial services, after giving City at least twenty f<;>ur 
(24) hours' advance written or oral notice, for the ptirpose of (i) 'inspecting the Premises, 
(ii) supplying any service to be provided by Landlord hereunder, (iii) showing the Premises to 
any prospective purchasers, mortgagees, or investors, or (iv) showing the Premises to· · 
prospective tenants dming the last nine (9) months of the Term, (v) posting notices of non­
responsibility, and (vi). altering, improving or repairing the Pteinises and any p01tion of the 
Building, and Landlord mayfor that purpose erect, use andmaiJ?.tainnecessary.structures in and 
through the Premises where reasonably required by the character of the work to be performed, 
provided that the entrance to the Premises shall not be blocked thereby, and fw.ther provided that 
City1 s use shall not be interfered with. Landlord shall exercise its rights under this Article 18 in a 
manner which is designed to minimize interference to City's oper8;tions in the Premises, and 
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Landlord shall comply with City's reasonable security regulations of which Landlord has been 
advised in writing and which do not unreasonably interfere with Landlord's rights hereunder. 

19. ESTOPPEL CERTIFICATES 

City, from time to time during the Term, witlrin thirty (30) days after W1:itten request fl·om 
Landlord, shall execute, acknowledge and deliver to Landlord, or such petsons or entities 
reasonably designated by Landlord, a certificate substantially in the form of Exhibit N attached 
hereto. Similarly, from time to time during the Term, witlrin thirty (30) days after written 
request by City, Landlord shall execute, acknowledge and deliver to City, or such other persons 
or entities 1:easonably designated by City, a certificate substantially in the form of Exhibit N 
attached het·eto, reasonably modified to reflect the fact that Landlord (and not City) is making the 
certification. 

20. SURRENDER OF PREMISES 

Upon the expiration or sooner termi11ation of this Lease, City shall sunender the Premises 
to Landlord in good order and condition, reasonable use and wear and damage by frre or other 
casualty excepted, and City shall remove from the Premises and the Building all of City's 
Personal Propetiy, City's telecommunications, data and computer cabling and facilities, and m.w 
Alterations City desires or is required to remove from the Premises pursuant to the provisions of 
Section 7.1 (Alterations by City) or Section 7.3 (City's Personal Property; Removal; Equipment 
Waiver), above (collectively, the "Removal Items''). City shall repair and restore in a good and 
workmanlike manner, to the condition existing prior to the installation of the Removal Items, any 
damage to the Premises or the Building resulting :fi:om the removal of the Removal Items, 
provided that, at Landlord's election, City may pay to Landlord the actual, reasonable cost of 
performing such repair. and restoration in lieu of performing such work provided that City has 
first approved written estimates for such work and provided further that Landlord provides 
invoices or other satisfactory documentation of the cost of such w~rk. Without limiting the 
generalitY of the foregoing, City shall demolish cabling and related equipment pack to its source 
(e.g., back to the network room ot MPOE). Notwithstanding anytlring to the contrary in this 
Lease, the partivs agree that, at Landlord's election made by written notice to City delivered at 
least sixty (60) days priot to the expiration of the Tenn, City shall notxemove its server racks 

. and reusable telecommunication, data and computer cabling. Fmther, City shall not be required 
to re:niove any Leasehold Improvements :fi·om the Pxemises unless Landlord notifies City in 
writing of such removal requirement at the time Landlord approves of the plans fot such 
Leasehold Improvements or Alterations, as the case may be, and such Leasehold Improvements 
or Alterations, as the case may be, are specialized and have i:J.o useful purpose for general office 
use as reasonably determined by Landlord (e.g., an internal stairway, a cafeteria, concrete vaults, 
safes, or dumb waiters, but not service counters, kitchens or coffee rooms, batlu·oom facilities, 
pa1iitions or modular walls) (such improvements, collectively "Extraordinary Improvements"). 

· If City fails to remove any Leasehold Improvements that it is required to remove, then after 
providing Written notice to City ofthe required work together with a budget or other satisfactory 
estimate of the costs and expenses to be incurred in connection therewith, Landlord may remove 
such Leasehold Improvements and perform such restoration and upon receipt of an invoice and 
supporting documentation for such work City shall, within thhiy (30) days, reimburse Landlord 
for Landlord's cost and expense reasonably inc:u.rred to perform such removal and restoration. 
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City's obligations under this Section shall survive the expiration or earlier termination of this 
Lease. · 

. 21. HAZARDOUS MATERIALS 

21.1 Definitions 

. As used in this Lease, the following terms shall have the meanings hereinafter set forth: 

(a) "Environmental Laws'' shall mean any federal, state, local or administrative law, 
rule, regulation, order or requirement !'elating to industrial hygiene, environmental conditions 01' 

Hazardous Material, whether now in effect or hereafter adopted. 

(b) "Hazardous Material" shall mean any material that, because of its quantity, 
concentration or physical or chemical characteristics, is deemed by any federal, state or local 
governmental authority to pose a present or potential hazard to human health o1· safety otto the 
enviromnent. Hazatdous Material includes, without limitation, any material or substance defined 
as a ''hazardous substance," ot· "pollutant" or "contaminanf' pursuant to ·the Comprehensive 

. Enviro:umental Response, Compensation and Liability Aet of 1980 ("CERCLA", also commonly 
known as the "Superfund" law), as amended, (42 U.S.C. Sections 9601 et seg.), or pmsuant to 
Section 25316 ofthe California Health & Safety Code; any "hazardous waste" listed pmsuant to 

. Section 25140 of the Califoinia Health & Safety Code; any asbestos and asbestos containing 
materials whether or not such materials are pait of the structure ofthe Building or are naturally 
occurring substances on or about the Property; and petroleum, including crude oil or any fraction 
thereof, natural gas or natural gas liquids. 

(c) "Release>> when used with respect to H~ardous Material shall include any actual 
spilling, leaking, pumping, poming, emitting, emptying, discharging, injecting, escaping, 
leaching, dumping, or disposing into or inside the Building, or inl on, or under the Property. 

21.2 Landlord's Representations And Covenants · 

Landlord represents and warrants to City that the following statements are true and 
correct and will be true and correct as of the date hereof: 

. (a) To Landlord's !:lCtual knowledge, that there is no Hazardous Materials 
contamination at the Premises requiring investigation or remediation by any governmental 
authoJ.ities. As used in this Section 21.2(a), the t€mn "actual knowledge" (whether or not 
capitalized) of Landlord or terms of similru· meaning means the actual knowledge, without duty 
of investigation, of Christine Kang. City acknowledges and agrees that Christine Kang, in her 
role as Landlord's asset manager, shall have no personal Jiability under this Lease and City shall 
have no rightto bring any claim(s) against Christine Kang in connection with this Lease, and in 
the event of any breach by Landlord of the representations and warranties set forth in this Lease, 
City may pursue any claims that City may have against Landlord (and not Chtistine Kang). 

(b) Subject to City's obligations under this Section below, Landlord shall maintain 
the Property throughout the Term in compliance with all Environmental Laws applicable to the 
health, safety and welfare ofCity>s employees or City's use, occupancy or enjoyment ofthe 
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Premises for general office uses, Landlord shall have the right to contest any alleged violation of 
Environmental Laws in good faith, including, without limitation, the right to apply for and obtain 
a waiver or deferment of compliance, the right to assert any and all defenses allowed by Laws, 
and the right to appeal any decisions, judgments or i.ulings to the fullest extent permitted by 
Laws. 

21.3 Landlord's Environmental Indemnity 

Without limiting Landlord's Indemnity in Section 16.2 (Landlord's Indemnity), Landlord 
shall Indemnify City and its Agents against any and all Claims arising during or after the Term 
of this Lease (a) as a result of any breach of any of Landlord's representations, warranties or 
covenants in the preceding Section 21.2, or (b) in connection with any presence or Release of 
Hazardous Material in the Building or on, or under the Property which was caused by Landlord 
or its Agent's, except to the extent City, City's Program Affiliates, or City's Agents or Invitees 
caused or contributed to such Release. 

21.4 

Neither City nor its Program Affiliates, Agents of Invitees shall cause any Hazardous 
Material to be brought upon, kept, used, stored, generated or disposed of in, on or about the 
Premises or the Property, or transported to or from the Premises or the Property, in violation of 
any Environmental Laws, provided that City may use such substances in such limited amounts as 
are customarily used in offices so long as such use is in compliance with all applicable 
Environmental Laws and manufacturer recommendations. 

21.5 City's Environmental Ind_enmity 

Without limiting City's Indemnity in Section 16.1 (City's Indemnity), if City breaches its 
obligations contained in the preceding S~ction 21.4 (City's Covenants), orif City, City's 
Program Affiliates, or City's Agents or Invitees cause the Release of Hazardous Material from, 
in, on or about the Premises or the Property, then City shall Indemnify Landlord against any and 
all Claims arising during or after the Term ofthis Lease as a result of such Release, except to the 
extent Landlotd or its Agents caused or contributed to such Release. The foregoing Ind~mnity 
shall not include any Claims resulting from the non-negligent aggravation by City, City's 
Ptogram Affiliates, or City's Agents or Invitees of physical conditions ofthe Premises, or other 
parts of the Property, existing prior t~ City's occupancy. 

22. SPECIAL PROVISIONS 

22.1 Intentionally Deleted 

22.2 Cleaning Products Requirements 

Without limiting the provisions of Section 9.4 above, Landlord agrees that it shall use 
commercially reasonable efforts to follow the green cleaning procedures set folth on Exhibit 0. 
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2:4.3 Pest Management Procedures 

Without limiting the provisions of Section 9.4 above, Landlord agrees that it shall use 
commercially reasonable efforts to follow the pest managemenfpractices set f01ih on Exhibit 0 . . 

22.4 Submetering of Electricity and Other Utilities 

Landlord.agrees that City may, at City's sole cost and expense, install submeters within 
the Premises to measure the amount of electricity, chilled watet and other utilities consumed in 
the Premises solely for the purposes of facilitating City's efforts to achieve LEED certification 
and to facilitate City's sustainability initiatives; provided, however, City's election to install such 
submeters shall h~ve no impact whatsoever on City's obligations under this Lease, including, 
without limitation, City's obligation to pay Base Rent, City's Percentage Share ofReal-Estate 
Taxes and Operating Costs, Additional Charges and all other amounts due and payable under this 
Lease. City specifically aclmowledges that the readings taken from any such submeters installed 
by City shall be irrelevant to the manner in which City pays fo'r the applicable utility service 
which is being measured and that City shall pay for such service in ac.cordance with Sections 4 
and 9 of this Lease, as applicable. 

22.5 Rooftop Righ,ts 

Landlord shall provide to City, at no additional cost, locationif on the roof for installation 
of a sa;tellite dish and microwave antenna and related equipment shelter, as well as vertical 
access te such locations through the Building for City's own use related to the Permitted Use .. 
City shall pay, at City's sole cost, for the installation, maintenance, removal and ~estoration of 
any such satellite dish or microwave antenna installed by City. Any such instaliation shall be m 
accordance with plans and specifications approved by Landlord, which approval will not be 
unreasonably withheld or delayed. 

23. GENERAL PROVISIONS 

23.1 Notices 

Except as otherwise specifically provided in this Lease, any notices, requests), approvals 
or consents given under this Lease shall be in writing and given by delivering the notice, request, 
approval or consent in person or by commercial courier, or by sending it by first-class mail, 
certified mail, return receipt requested, or Express Mail, teturn receipt requested, with postage 
prepaid, to: {a) City at City's addtess(es) set forth in the Basic Lease Information; or 
(b) Landlord at Landlord's address( es) set forth in the Basic Lease Information; or (c) such 'othei' 
address( es) as either Landlord or City may designate as its new address for such pmpose by 
notice given to the other party in accordance with this Section. Any notice hereunder shall be 
deemed effective on the date it is p~rsonally delivered or, in all other cases, on the date upon 
which delivery is actually made at the party's address for notices (or attempted if such delivery is 
refused or rejected). For convenience of the parties, copies of notices may also be given by 
telefacsimile to the telefacsimile number set f01th in the Basic Lease Information or such other 
number as may be provided from time to time; however, neither party may give official 01' 

binding notice by telefacsimile. 
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23.2 No Implied Waiver 

No failure by either party to insist upon the strict performance of any obligation of the 
other party under this Lease or to exercise any right, power or remedy consequent upon a breach 
thereof shall constitute a waiver of any such breach o1· of such term, covenant or condition. No 
acceptance of full or partial Rent by Landlord while City is in default hereunder shall constitute a 
waiver of such default by Landlord. No express written waiver of any default or the 

. performance of any provision hereof shall affect any other default or performance, or cover any 
other period of time, other than the default, performance or period oftime specified in such 
express waiver. One or more written waivers of a default or the performance of any provision 
hereof shall not be deemed to be a waiver of a subsequent default or performance. The consent 
of Landlord or City given in one instance under the terms of this Lease shall not relieve the other 
party of any obligation to secure the consent to any other or future instance under the te1ms of 
this Lease. · 

23.3 Amendments 

· Neither this Lea$e nor any terms or provisions hereof may be changed, waived, 
dischatged or terminated, except by a written instrument signed by the party against which the 
enforcement of the change, waiver, discharge or termination is sought. No waiver of any breach 
shall affect or alter this Lease, but each and every term, covenant and conditio:n. of this Lease 
shall continue in full force and effect with respect to any other then-existing or subsequent 
breach thereof. Whenever this Lease requires or pennits the giving by City of its consent Ol' 

approval, the Director of Property, or his or her designee shall be authorized to provide such 
approval, except as othetwise provided by applicable Law, including the City's Charter, Any 
amendments or modifications to this Lease, including, without limitation, amendments to or 
modifications to the exhibits to this Lease, shall be subject to the mutual written agreement of 
City and Landlord, and City's agreement may be made upon the sole approval of the Director of 
Property, or his or her designee; provided, however, material amendmet).ts or modifications to 
this Lease (i) changing the legal description of the Premises, (ii) increasing the Term, 
{iii) increasing the Rent, and (iv) any other amendment or modification which materially 
increases City's liabilities or fin.ancial obligations under this Lease shall additionally require the 
approval of City's Board of Supervisors as required under applicable Law. 

23.4 . Authority 

Landlord represents and wanants to City that the execution and delivery of this Lease by 
Landlord has been duly authorized and, to Landlord's actual knowledge, does not violate any 
provision of any agreement to which Landlord or the Property is subject as of the Effective Date. 

23.5 Parties and Their Agents; Approvals 

If applicable, the word "Landlord" as used in this Lease shall include the plural as well as 
the singular. As used in this Lease, the te1m "Agents" when used with respect to eithe1' party 
shall include the agents, employees, members, officers and contractors of such party, and when 
used with respect to the City shall include City Program Affiliates and City's subtenants and 
assigne~s and each of their respective agents, employees, members, officers and contractors. 
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The term ~'Invitees" when used with re1?pect to City shall include the clients, customers, invitees, 
guests and licensees of City, its assignees, and subtenants and City· Program Affiliates.· All 
approvals, consents or other determinations permitted or required by City under this Lease shall 
be made by or through City's·Directo:r: ofPioperty unless otherwise provided in this Leftse, 
subject to any applicable limitations in City's Charter ap_d Administrative Code. 

23;6 · Interpretation of Lease 

The captions preceding the articles a:nd sections of this Lease and in the table of contents 
have been inserted for convenience of reference only and such captions shall in no way def:fue or 
limit the scope odntent of any provision of this .Lease. This Lease has been negoiiated at arm's. 
length and between persons sophisticated and knowledgeable in the matters dealt with herein and 
shall be interpreted to achieve the intent and purposes of the parties, without any presumption 
against the party responsible for drafting any part of this Le1;1se. Except as otherwise speCifically 
provided herein, wherever in this Lease Landlord or City is required or requested to gh:e its 
consent or approval to any matter or action by the other, such consent or approval shall no·t be 
unreasonabiy withheld or delayed and the reasons for disapproval of consent shall be stated-in 
reasonable detail in writing. Provisions in this Lease relating to number of days shall be calendar 
days, unless otherwise specified, provided that if the last day of any period to give notice, reply 
to a notice or to undertalce any other action occurs on a Saturday, Sunday or a banlc or City 
holiday, then the last day for undertaking the action or giving or replying to the .notice shall be 
the next succeedingbus.iness day. Use of the word "including" or similar words shall not be .. 
construed to be restrictive, and lists following such words shall not be interpreted to be 
exhaustive or limited to items of the same.type as those enumerated, whether or not language of 
non-limitation, suqh as "without limitation') or similar words, are used. Use of the words "shall," 
Hwill," or "agrees'~ are mandatory, and "may" is permissive. 

23.7 Successors and Assigns· 

Subject to the provisions of Section 14 (Assignment and Subletting) relating to 
assignment and subletting, thet~rms, covenants and conditions contained in this Lease shall hind 
and inure to the benefit. of Landlord and City and, except as otherwise provided her~in, their 
p~rsonal representatives and successors .and assigns. There are no third-party beneficiaries to 
this Lease. · · 

23.8 Brokers 

. Neithet' party has had any contact or dealings regarding the leasing of the Premises, or 
any C011lUl1.IDication ill coimection therewith, through any licens'ed real e~tate broker or other 
person who could claim a.right to a commission or finder's fee in connection with the lease 
contemplated herein, except for the brokers identified in the ':Basic Lease Infonnation, wliose 
commission, if any is due, shall be the sole responsibility of Landlord pursuant to a separate 
written agreement between Landlord and such broker, and City shall have no liability therefor · 
and Landlord shall Indemnify City for any claims by such brolcers against City. In the event that 
any other broker ·or finder perfects a claim for a commission or finder's fee based upon any such 
contact~ dealings or communication; the party through whom the broker or finder makes his 
claim shall be responsible for such commission or fee and shall Inde:nmify the other party from 
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any and all Claims i11curred by the indemnified .i:nirty in defending against the same. Landlord 
acknowledges and agrees that City shall have no liability for, and Landlord shall indemnify City 
for, any connnissions, fees or claims made. by any brokers claiming to have represented 
Landlord's predecessor-in-interest in the Building in connection with this Lease. The provisions . 
of this Section shall survive any termination of this Lease. 

23.9 Severability 

If any provision of this Lease or'the application thereof to any person, entity or 
circumstance shall, to any extent, be invalid or unenforceable, the remainder of this Lease, or the 
application of such provision to persons, entities or circumstances other than t4ose as to which it 
is invalid or unenforceable, shall not be affected thereby, and each other provision of this Lease 
shall be valid and be enforceable to the _full extent pe1mitted by law. 

23.10 Governing Law 

This Lease shall be construed and enforced in accordance with the laws of the State of 
Calilornia and City's Charter. 

23.11 Entire Agreement 

The parties intend that this Lease (including aU of the attached exhibits, which are made a 
part of this Lease) shall be the fmal expression of their agreement with respect to the subject 
matter hereof and may not be contradicted by evidence of any prior or contemporaneous written 
or oral agreements or understandings. The parties :ftuther intend that this Lease shall constitute 
the complete and exclusive statement of its terms and that no extrinsic evidence whatsoever 
(including prior drafts hereof and changes therefrom) may be introduced in any judicial, 
administrative or other legal proceedirig involving this Lease. · 

23.12 · Attorneys' Fees 

In the event that either Landlord or City fails to perform any of its obligations under this 
Lease or in the event a dispute arises concerning the meaning or interpretation of any provision 
of this Lease, the defaulting party or the party not prevailing in such dispute, as the case may be, 
shall pay any and all costs and expenses incm!ed by the other party ill enforcing or establishing 
its rights hereunder (whether or·not such action is prosecuted to judgment), including, without· 
limitation, comt costs and reasonable attorneys' fees. For purposes of this Lease, reasonable fees 
of attomeys of City's Office of the City Attomey shall be based on the fees regulady charged by 
private attorneys with the equivalent number of years of experience in the subject matter area of 
the law for which the City Attomey' 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. Similarly, for purposes of this Lease, reasonable fees of attorneys of 
Landlord's in~house a shall be.based on the fees regularly charged by private attorneys with the 
equivalent number of years of experience in the subject matte!' area of the law fot which 
Landlord's in-hpuse attorneys' services were rendered wP,o practice in the City of San Francisco 
in law firms with approximately the same number of attorneys as employed by Landlord's Legal 
Department. · · · 

66 
725343661.6 



. "·~ .. 
} 

23.13 Holding Over 

Should City hold oyer in possession of the Premises after the expiration or earlier 
· termination ofthe Ter:m with Landlord's consent, such holding over shali not be deemed to 

extend the Term or renew this Lease; but such tenancy thereafter shall.continue as a month-to­
month tenancy. Such tenan~y shall be on all the terms and conditions set forth in this Lease and 
at such rent as Landlord and City may mutually agree in writing as a condition to Landlord's 
consent to such holding over, and City shall continue as a month-to-month tenant until the 
tenancy shall be terminated by Landlord giving City or City giving Landlord at least thirty (30) 
days' prior written notice of termination. Should City hold over without Landlord's consent, 
City's contin~ed occupancy shall be on all ofthe terms and conditions contained herein, except 
that (i) during the first thirty (30) days (or ·any portion thereof) of such holdover, the Base Rent 
payable by City shall be one hundred twenty-five percent (125%) of the Base Rent in effect 
during the last month of the Term and (ii) the Base Rent payable by City thereafter shall be one 
hundred. fifty percent(150%) of the Base Rent in effect during the last month of the Term. 
Nothing contained in this Section 23.13 shall be construed as consent by Landlord to any holdmg 
over by City. 

23.14 Cumulative Remedies 

AU rights and remedies of either party hereto set forth in this Lease shall be cUmulative, · 
except as may otherwise be provided'herein. 

· 23.15 Time of Essence 

Time is of the essence with respect to all provisions of this Lease in which a definite time 
for performance is specified. Notwithstanding anything to the contrary set forth in this Lease; 
(i) in the event that City fails to exercise the Extension Option before the applicable expiration 
date, Landlord shall provide City notice of such failure and City shall have a period of twenty 
(20) days following such notice in which to exercise the Extension Option, and (ii) in the event 
City has submitted an item for Boarfi of Supervisor approval under this Lease and continues to 
seek such approval in good faith but has not yet received such approval within pinety (90) days 
as contemplated by this. Lease, then City shall have a period of an additional thirty (3 0) days in 
which to obtain such Board of Supervisor approval. · 

23.16 Survival of Indemnities 

. Termination of this Lease shall not affect the right of either party to enforce any and all 
indemnities and representations and warranties given or made to the other party under this Lease, 
nor shall it effect any provision of this Lease that expressly states it shall.survive termination 
hereof. · 

23.17 Signs 

City may erect or post signs inside the Premises subject to Landlord's prior approval. 
Landlord reserves the right to review t~e placement, design, and plan for any such sign prior to 
its erection or posting and agrees that the approval thereof shall not be unreasonably withheld or 
delayed .. 

67 
725343661.6 



23.18 Qniet Enjoyment and Title 

Landlord covenants and represents that, as of the Effective Date, it has fee title to the 
Property, with the full right, power and authority to grant the leasehold estate hereunder, and 
covenants that, subject to the provisions of Article 11, City, upon paying the Rent hereunder and 
performing the covenants hereof, shall peaceably and quietly have, hold and enjoy the Premises 
and all appurtenances during the full Term as against all persons or entities cla:iming by and 
through Landlord. Without limiting the provisions of _Syftion 16~ (Landlord's Indemnity), 
Landlord agrees to Indemnify City and its Agents against Claims arising out of any assertion that 
would interfere with City)sright to quiet enjoyment as proyided in this Section. 

23.19 Bankruptcy 

Landlord represents and warrants to City that, as of the Effective Date, Landlord. has 
neither filed nor been the subject of any filing of a petition under the federal banlauptcy law or . 

· any federal or state insolvency laws or laws for composition of indebtedness or for the 
reorganization of debtors, and, to the Landlord's actual knowledge, no such :filing is threatened. 
Landlord and City agree that City's leasehold estate created hereby includes, without limitation, 
all rights to receive and enjoy all services, facilities and amenities of the Premises and the 
Building as provided herein, and that if any of such services, facilities or amenities are 
terminated, or materially limited or restricted on account of any such case or proceeding, City 
shall have the right to (i) contract directly with any thh·d-pmty provider of such services, 
facilities or amenities tp obtain the same, and (ii) offset against the Base Rent or other charges 
payable hereunder any and all reasonable costs and expenses incurred by City in obtaining such 
services, faciHties or amenities. 

23.20 Transfer of Landlord's Interest 

Landlord shall have the rightto transfer its interest in the Property to any other person or 
entity; provided Landlord simultaneously assigns, and such transferee assumes, all of Landlord's 
obligations under this Lease m·ising after the date of such transfer. In the event of any such 
transfer and assumption, Landlord shall be relieved, upon notice to City of the name and address 
of Landlord's successor, of any obligations accruing hereunder from and after the date of such 
transfer and assu111ption. · 

23.21 Non-Liability of City Officials, Employees and Agents 

Notwithstanding anything to the contrmy in this Lease, no elective or appointive board, 
commission, member, officer, employee or Agent of City shall be personally liable to Lm1dlord, 
its successors and assigns, in the event of any default or breach by City or for any amount which 
may b~come due to Landlord, its successors and assigns, or for any obligation of CitY under this 
Lease. 

23.22 MacBride Principles- Northern Ireland 

The City and County of San Francise:o urges companies doing business in Northem 
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.l, et g:g. 
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The City and County of S~n Francisco also urges San Francisco companies to do business with 
corporations that abide.by the MacBride Principles. Landlord·acknowledges.that it has .read and 
understands the above St!:J.teme:nt of the City and County of San Francisco concerning doing 
busiriess in Northern Ireland. 

23.23 Controller's Certification of Funds 

The terms ofthis Lease shall be governed by and subject to the budgetary and fiscal 
provisions ofthe City's 'Charter. Notwithstanding anything to the contrary contained in this 
Lease, there shall be no obligation for the payment or expenditure of money by City under this 
Lease unless the Controller of the City and County of San Francisco first certifies, pursuant to 
Section 3.105 of the City's Charter, that there is a valid appropriation from which the 
expenditure may be made and that unencumbered funds are available from the appropriation to 
pay the expend~ture. · Without limiting the foregoing, ifin any fiscal year of City after the fiscal 

. year in which the Term commences, sUfficient :funds for the payment of Rent under this Lease 
(including Base Rent and any other payments required hereunder) are not appropriated, then City 
may terniinate fr.Js Lease in its entirety only (and City shall not have the right to exercise any 
'partial termination of this Lease), without penalty, liability or expense of any kind to City, as of 
the last date on which sufficient funds are appropriated. City's Real Estate Division Staff·sl?.all 
use reasonable efforts to give Lap.dlord at least nine (9) months advance notice of any such 
projected termination. In no event shall City give less than sixty ( 60) days advance notice of any 
such actual termination. City's Real EstateDivision Staffshali, a? part of City's budgetary 
process, seek to obtain the necessary appropriation of funds from City's Board of Supervisors 
and certification of the availability of :funds from the Controller. If City terminates this Lease 
due to lack of appropriated funds under this Section 23.23, then City shall not appropriate funds 
in the fiscal year that such termination occurs, or the subsequent fiscal year, for the purpose of 
purchasing a builqing, or renting new or additional space in any other privately~owned building, 
to operate any of the City progr<')nls that were located in the Premises in the fiscal year that this 
Lease terminated. 

23.24 Prevailing Wages and Working Conditions 

Any undefined> initially-capitalized term used in this Section shall have the meaning 
given to such term in San Francisco Administrative Code Section 23 .61. Landlord agrees to 
require its Contractors and Subcontractots pe1forriling. (i) labor in the construction of a "public. 
work" as defined in California Labor Code Section 1720 et seq. (which includes certain 
construction, alteration, maintenance, demolition, installation, repair, carpet laying, or refuse 
hauling if paid for in whole or part out of public funds), or (ii) Covered Const.I.uction at the 
Premises to (1) pay workers performing such work not less than the Prevailing Rate of Wages, 
(2) provide the same hom·s, working conditions and benefits as in each case are provided for 
similar work perfonried in San Francisco County, and (3) employ Apprentices in accordance 
with San Francisco Administrative Code Section 23.61 (collectively, "Prevailing Wage 
Requirements"). Landlord agrees to cooperate with the City in any action or proceeding against a 
Contractor or Subcontractor that fails to comply withthe Prevailing Wag~ Requirements. 

Landlord shall include, and require its Contractors and Subcontractors (regardless of tier) 
to includ~, the Prevailing Wage Requirements and the agreement to cooperate in City 
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enforcement actions in any Construction Contract with specific reference to San Francisco 
Administrative Code Section 23.61. Each such Construction Contract shall name the· City and 
County of San Francisco, affected workers, and employee organizations formally representing 
affected workers as third party beneficiaries for the limited purpose of enforcing the :Prevailing 
Wage Requirements, including the right to file charges and seek penalties against any Contractor 
or Subcontractor in accordance with San Francisco Administrative Code Section 23.61. 
Landlord's failure to comply with its obligations under this Section shall constitute a matedal 
breach of this Lease. A Contractor's or Subcontractor's faihu·e to comply with flus Section will 
enable the City to seek the remedies specified in San Francisco Administrative Code 
Section 23.61 agairist the breaching party. 

23.25 Non Discrimination in City Contracts and Benefits Ordinance 

(a) Covenant Not to Discriminate 

In the perfonnance ofthi~ Lease, Landlord agrees not to discriminate against any 
employee o±~ any City employee working with Landlord, or applicant for employment with 
Landlord, 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, coior, creed, religion, national origin, ancestty, 
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. 

'(b) Subcontracts 

Landlord shall include in all subcontracts of Contractors contracting directly with 
Landlord relating to the Premises a nondiscrimination clause applicable to such subcontractor in 
substantially the f01m of subsection (a) above. In addition, Landlord shall incorporate by 
reference in all subcontracts the provisions of Sections 12B.2(a), 12B.2( c )-(k) and 12C.3 of the 
San Francisco Administrative Code and shall require all subcontractors to comply with such 
provisions. Landlotd's failure to comply with the obligations in this subsection shall constitute a 
material breach of this Lease. Notwithstanding the foregoing, Landlord and City acknowledge 
and agree that the provisions of this paragraph shall not apply to any existing subcontracts 
relating to the Building or the Premises existing as of the Commencement Date. 

(c) Non-Discrimination in Benefits 

Landlord does not as of the date of this Lease and will not during the Te1m, in any 
of its operations in San Francisco, on real property owned by City, or where the work is being 
perf01med for the City elsewhere within the United States, discriminate .in the provision of 
bereavement leave, family medical leave, health benefits, membershlp or membership discmmts, 
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 pattnership has been register~d with a govenunental entity pursuant to state or local 
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law authorizing such registration, subject to· the conditions set forth in Section 12B.2(b) ofthe. 
San Francisco Administrative Code. 

(d) C:MD Fonn 

Except for any waiver that may be granted by City, as a condition to this Lease, 
Landlord shall execute the "Chapter 12B Declaration: Nondiscrimination in ContJ:acts and 

. Benefits" form (Form CMD-12B-101) with supporting documentation and secure the approval. of 
the fonn by the City's Contracts Monitoring Division ("CMD"). Except for any waiver that may 
be gra:p.ted by City, Landlord hereby represents that prior to execution of this Lease: 
(a) Landlord executed and submitted to the CMD F01m CMD-12B-101 with supporting 
documentation, and (b) the CMD approved such form. · 

(e) Incorporation of Administrative Code Provisions by Reference 

The provisions of Chapters 12B and 12C oftheSanFrancisco Administrative 
· Code relath1.g to non-discrimination by parties contracv.ng fot' the lease of property to City are 
incorporated in this Section by reference and made a part of this Lease as though fully set fo1th 
herein. Landlord shall comply fully with and be bound by all of the provisions that apply to this 
Lease under such Chapters of the Administrative Code, including but not limited to the remedies 

· provided in such Chapters. Without limiting the foregoing, Landlord understands that pursuant 
to Section 12B.2(h) of the San Francisco Adnrlnistrative Code, a penalty of Fifty Dollars ($50) 
for each person for each calendar day during which such person was discriminated against in 

. violation of the provisions of this Lease may be assessed against Landlord and/or deducted from 
any payments due Landlord. . · 

23.26 Tropical Hardwood and Virgi,n Redwood Ban 

(a) Except as expressly petmitted'bythe application of Sections 802(b) and 803(b) of 
the San Francisco Environmental Code, neither Landlord nQr any of its contractors shall provide 
any items to qity in the construction of the Leasehold Improvements or otherwise in the 
perfonnance of this Lease which are tropical hard woo&, tropical hardwood wood products, 
virgin redwood, or virgin redwood wood products. 

(b) The City and County of San Francisco urges companies not to import, purchase, 
obtain or use for any purpose;" any tropical hardwood, tropical hardwood product, virgin 
redwood, or virgin redwood wood products. 

(c) In the event Landlord fails to comply in good faith with any ofthe provisions of 
Chapter 8 of the San Francisco Envirolirhental Code, Landlord shall be liable for liquidated 
damages for each violation in any amount equal to LandlOl'd' s net profit on the contract, or five 
percent (5%) of the total amount of the contract dollars, whfchever is greatest. Landlord 
acknowledges and agrees that the liquidated damages assessed shall be payable to the City and 
County of San Francisco upon demand and may be set off against any monies due to Landlord 
from any contract with the City and County of San Francisco. 
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23.27 Bicycle Storage Facilities 

Article L5, Section 155.1, of the San Francisco Planning Code ("Code») requires the 
provision of bicycle storage at City leased buildings at no cost to Landlord and if funds are 
available. In the event public or private donations, grants or other funds become available, at 
any time during the Term including any extension thereof, City may; by giving sixty (60) days 
advance written notice to Landlord and the parking garage owner and its parking operator and 
subject to Landlord's approval and the approval of the p~rking garage owner and its parking 
operator, at Citis sole cost, convert some or.all of the parking spaces to which City is entitled to 

·use under Section 2.3 to a caged bicycle storage facility in a location to be reasonably designated 
.by Landlord or the garage owner. City shall be charged monthly rent for any parkmg spaces 
. used for such bicycle parking. Landlord, the garage owner and/or the parking operator shall 
have the right to reasonably relocate any such bicycle storage area at City's sole cost in the event 
the same interferes with the efficient operation of the Building's parking facilities. 

23.28 Resource~Efficient City Buildings and Pilot Projects; Preservative-Treated 
Wood 

(a)· Landlord acknowledges that the City and County of San Francisco has enacted 
San Francisco Environment Code Sections 700 to 707 relating to resource-efficient City 
buildings and resomce-efficient pilot projects. Landlord hereby agrees that it shall comply with 
all applicable provisions of such code sections as of the Effective Date of this Lease provided 
that such agreement is made on reliance. of City's representation, wananty and covenant that 
neither the Building nor any part thereof is required to achieve any LEED certification level or 
the equivalent under any City Law. To the extent that (i) City wants or requires, or (ii) the status 
ofthe City as a tenant or any use to which the Premises is put by the City imposes any obligation 
on Landlord to make or take: (A) any improvement, alteration or modification to the Building or 
any part thereof; or. (B) any procedures or retention of any consultants, contractors, advisors or 
Agents; to achieve LEED certification or other energy efficiency standards, City shail specify 
and pay for (subject to application of the Allowance to the extentfunds are available therefor) 

· such improvements, alterations, modifications, procedures or retention in the Leasehold 
Improvement Work subject to the provisions of Article 6 and the applicable Work Letter. 

. (b) Landlord acknowledges that Landlord may not purchase preservative-treated 
wood products containing arsenic in the performance of this Lease unless an exemption from the 
requirements of Environment Code, Chapter 13 is obtained from the Department of 
Environment under Section 1304 of the Environment Code. The term "preservative-treated 
wood containing arsenic" shall mean wood treated with a preservative that contaills arsenic, 
elemental arsenic, or an arsenic copper combination, including, but not limited to, chromated. 
copper arsenate preservative, ammoniac coppe1· zinc arsenate preservative, or ammoniacal 
copper arsenate preservative. Landlord may pmchase preservative-treated wood products on the 
list of environmentally preferable alternatives prepared and adopted by the Depm:tment of 
Environment. This provision does not preclude Landlord from pmchasing preservative-treated 
wood containing arsenic for saltwater immetsion. The tenn "saltwater immersion" shall mean a 
pressme-treated wood that is used for construction purposes or facilities that are pmi:ially or 
totally immersed in saltwater. 
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23.29 Counterparts 

This L~ase may be executed in two or more counterpmts, each of which shall be deemed 
an original, but all of which taken together shall constitute one and the same instrument 

~3.30 Effective Date 

The date on which this Lease shall become effective (the '•Effective Date") is the later of 
(i) the date upon which this Lease is executed and exchanged by the patties hereto, or (ii) the 
date on which the City's Board of Supervisors and Mayor, each in their sole discretion, enact a 
resolution approving this Lease in accordance with all applicable laws. Notwithstanding the .. 
foregoing or anything to the contrary contained in this Lease, (x) Landlord shall have the right to 
terminate this Lease if, after using good faith efforts, Landlord is unable to obtain the required 
approvals from Landlord's lender with respect to this Lea.Se and/ or enter into a lease amendment 
and termination agreement, in form and content acceptable' to Landlord in its sole discretion, 
with Career Education Corporation ("CEC',) on or before the date that is thirty (30) days after the 
Effective Date (the HOutside Date"), and (y) neither Landlord nor City shall have any obligations 
under this Lease nor any liability to one another under this Lease until, if at all, Landlord notifies 
City that Landlord entered into such termination agreement with CEC prior to the Outside Date, 
If this Lease is not tenninated pursuant to the provisions of this Section 23.30, L~dlord shall 
provide notice {the "Section 23.30 Notification") to City with the location and rentable squ~re 
footage of the Phase I Premises that will be delivered to City on the Commencement Date as 
Phase I Premises, and any portion of the originally contemplated Phase I Premises not delivered 
on the Commencement Date shall be Non-Delivered Phase I Premises and shall be delivered as . 
and when portions of the Phase II Premises are delivered. In addition, notwithstanding anything· 
to the contrary contained in this Lease, Landlord shall have the right to terminate this Lease if the 
Effective Date does not occur by November 3, 2017. 

23.31 Certification by Landlord 

By executing this Lease,· Landlord certifies that neither Landlord nor any of its officers or 
members have beet). suspended, disciplined or disbarred by, or prohibited fl·om contracting with 
any fedetal, state or local governmental agency. In the event Landlord or any of its officers or 
members have been so suspended, dis batted, disciplined or prohibited from contracting with any 
governmental agency, it shall immediately notifY the City of same and the reasons therefor 
together with anyreleva1;1t facts or information requested by City. Any sp.ch suspension, . 
disbarment, discipline or prohibition may result in the termination or suspension of this Lease. 
Landlord aolmowledges that this certification is a material term of this Lease, 

:23.32 Conflicts oflnterest 

Through execution of this Lease, Landlord aclmowledges that it is familiar with the 
provisions of Section 15.103 ofthe City'~ Charter, Article III, Chapter 2 ofthe City's Campaign 
and Governmental Conduct Code, and Sections 87100 et seq. and Sections 1090 et seq. of the 
Government Code of the State of Califomia, and certifies that it does not know of any facts 

· which constitute a violation of said provisions and agrees that if it becomes aware of any such 
fact during the tenn of this Lease, Landlord shall immediately notify the City. 
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23.33 Notification of Limitations on Contributions 

Through its execution of this Lease, Landlord 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 o1· building to or 
from the City whenever such transaction would require approval by a City elective officer or the 
board on which that City elective officer serves; from making any campaign contdbution to 
(1) an individual holding a City elective office if the contract must be approved by the 
individual, a board on which that individual serves; or a board on which an appointee of that 
individual serves, (2) a candidate fat the office held by such individual, or (3) a committee 
controlled by such individual, at any time from the commencement of negotiations for the 
contract until the later of either the termination of negotiations for such contract or six months 
after the date the contract is approved. Landlord aclmowledges that the foregoing restriction 
applies only if the contract or a combination or series of contracts approved by the s.ame 
individual or board in a fiscal year have a total anticipated or actual value of $50,00.0 cir more. 
Landlord further acknowledges that the prohibition on contributions applies to each prospective 
party to tb.e contract; each member of Landlord's board of directors, chairperson, chief executive 
officer, chief fmancial officer and chief operating officer; any person with an ownership interest 
o~ more than 20 percent in Landlord; any subcontractor listed in the contract; and any committee 
that is sponsored or controlled by Landlord. Additionally, Landlord acknowledges that Landlord 
must inform each of the persons described in the preceding sentence ofthe prohibitions . · 
contained in Section 1.126. Landlord further agrees to provide to City the names of each person, 
entity or committee described above. · 

23.34 Asbestos-Containing Material · 

Landlord has advised City that there is asbestos-containing material C'ACM") in the 
Building. Attached hereto as Exltihit J is a disclosUl'e statement regarding ACM in tb.e Building. 
Landlord gives this notice in aecordance with the tequirements of Section 25915 et seq. and 
Section 25359.7 of the California Health and Safety Code. 

23.35 Building Occupancy Resumption Program 

The City's Department ofB'qilding Inspection C'DBI';) has developed a Building 
Occupancy Resumption Program ("BORP") whereby private building owners can pre-certify 
private inspectors to provide builciing. safety assessment evaluations following an earthquake or 
other catastrophic event.. The pUl'pose ofBORP is to allow a quick and thorough evaluation of 
possible damage to a stmcture by qualified persons so as to permit the re-occupancy of a 
building at the earliest pdssible date following such a catastrophic event. To participate in 
BORP, building owners must submit and maintain a BORP plan, and enter into an: agreement 
with qualified inspectors, approved by DBI. Upon approval, DBI will send the building owner 
verification ofBORP participation and will place the building on DBI's BORP list. Additional 
information about BORP can be found on the DBI section of City's website at 
http://www.sfgov.org/site/dbi_page.asp7id=11515. As a material part of the consideration for 
this Lease, Landlord covenants and agrees to participate in BORP and to keep and maintain the 
Building on DBI's BORP list throughout the Term. 
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23.36 _City Requirements 

Landlord and City expressly agree that: (i) Landlord shall be obligated to comply, by 
reason of this Lease, with the provisions of the San Francisco Administrative Code ~xpressly. 
incorporated herein by reference (collectively the ~'City Requirements") as such City 
Requit:ements exist on the Effective Date, and, except as specifically provided in such City 

/ Requirements, shall not be subject to any amendments or supplements of such City 
Requh·ements, excepting only amendments, supplements or replacements to the City 
Requirements for the payment of prevailing wages for the construction of improvements in the 
Premises as set forth in Section 23.24 above; and (ii) Landlord's obligation to comply with City 
Requirements shall automatically temlinate upon City's assignment of this Lease (provided that 
any successor Landlord shall be obiigated to comply with such City Requirements). 
Notwithstanding the foregoing, nothing in this Lease shall preclude the City from applying 
provisions of the San Francisco Administrative Code, as amendecL supplemented or replaced 
from time to titne, to Landlord or to the Building if such provisions have generally applicability 
(as opposed to applicability to parties with whom the City enters into a contract or a lease), 

23.37 Memorandum of Lease 

· On the Effective Date, Landlord and City shall execute the memorandum oflease in the 
form attached hereto as ExltihitK(the "Memorandum of Lease"), and Landlord shall cause the 
Memorandum of Lease to be recorded in the Official Records of the City and County of San 
Fran9isco within five (5) business days after the Outside Date. 

NOTWITHSTANDING ANYTHING TO THE CONTRARY CONTAINED IN THIS LEASE, . 
LANDLORD ACKNOWLEDGES· AND AGREES THAT NO OFFICER OR EMPLOYEE OF 
CITY HAS AUTIIORITY TO COMMIT CITY HERETO UNLESS AND UNTIL CITY'S 
BOARD OF SUPERVISORS SHALL HAVE DULY ADOPTED A RESOLUTION OR 
ENACTED AN ORD:JNANCE APPROVING THIS LEASE AND AUTHORIZING 
CONSUMMATION OF TilE TRANSACTION CONTEMPLATED HEREBY. THEREFORE, 
ANY OBLIGJ~.TIONS OR LIABILITIES OF CITY HEREUNDER ARE CONTINGENT 
UPON ADOPTION OF SUCH A RESOLUTION, AND THIS LEASE SHALL BE NULL AND 
VOID UNLESS CITY'S MAYOR AND BOARD OF SUPERVISORS APPROVE THIS 
LEASE, IN THEIR RESPECTIVE SOLE AND ABSOLUTE DISCRETION, AND IN 
ACCORDANCE WITH ALL APPLICABLE LAWS. APPROVAL. OF THIS LEASE BY ANY 
DEP ARTM.ENT, COMMISSION OR AGENCY OF CITY SHALL NOT BE DEEMED TO 
IMPLY THAT SUCH RESOLUTION WILL BE ADOPTED NOR WILL ANY SUCH 
APPROVAL CREATE ANY BINDING OBLIGATIONS ON CITY. 

Remainder of page intentionally left blank 
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Landlord and City have executed this Lease as of the date flrst written above. 

LANDLORD: 

LEXIl.\TGTON LION SAN FRANCISCO L,P., 
a D"elaware J:imited pm:tnership 

By: Lexington Lion San Francisco GP LLC, 

CITY: 

a Delaware limited liability company, its general partner . 

By: CLPF-LXP/LV, L.P., 
a Delaware limited partnership, its sole member 

]3y: CLPF-LXP/LV GP, LLC, 
a Delaware limited liability oompany,. its general partner 

By: Clarion Lion Properties Fund Holdings, L.P., 
its sole member 

By: CLPF-Holdings, LLC, its general pattne~· 

By: Clarion Lion Properties Fund Holdings REiT, LLC, 
its sole member 

By: Clarion Lion Properties Foo.d, LP, 
its managing member . 

By: C1arionPaithers LPF GP, LLC, 
its genetal partner 

;By: Cl.ation Partners, LLC, 
its soJe member 
By:. _______ _ 
Na:tne:. _______ _ 
Title: Authorized Signatmy 

CITY AND COUNTY OF SAN F~CISCO, 
a 1nunicipal corporati\:-\ · / . 

By: \ . 
John Updike, Dir&t~r} · Pr ~e 

ttoriiey 
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Landlord and City h~V.<:J exe~mted this Lease as of the date fir~t wtitten above. 

L4NDLO~D:· 

. LEXINGTON LION SAN FRANCI.SCO L.P,, 
a·belaw~:tre limited pattrlel':lWP 

By: Le)!:ington Lion San Francisco GP LLC, 
a bel aware limited H~bi:Ut~ comp;:tp.y, its genetf!l partp.er 

By: CLPF~I.J~P/LV,.LP~, 
a Delaware Illhited parthe:tshlp, its sol~ member 

By: CLPF"LXP/f}{ GP, Ltd, 
a Delaw~re lim_ited liability company7 jts general partner 

By: Clarion Lion Properties Fund i-toidings, ;L.P ., 
it~ so.~e member · · 
By: CLPF,Holdings, LLC7 its g!3ri¢ral partnQr 

By: Ciatiop. Lion Prqperl;ies F11l'J4Holdit1gs REiT; LLC, 
its solememher · 

By: Clarion Lion. Properties Fllpd, tp, 
its. tQaij.~ging member 

By: Clai:ion Partners LPF GP, LLC; 
its · enetal · artnet , .... . JS ..... p.. .. 
·:ay: Qlarion Partners, LLC, 

~~·~ Na~ ru;&/.7:Kt<:{l\~ 
Titl¢: A\tlhofizeQ SignatQry J 

¢ITY AMP CQl)NTY OF SAN FRANCISCO, 
amunicipa:I corporation 

APPROVED AS TO FORM: 

DENNfS J~ JffiRR:ERA, City Attorney 

By: --------------~~~~---­
Charles Sullivai11 Deppty Clty. Attorney 
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EXHIBIT A 

FLOOR PLANS OF PHASE I AND PHASE ll PREMISES 

i . 

... .. · · ..... , ·· · ; ... :-~-: · ... · .. _., .i ,·::~ ·! '; · r· · 
. ,' .... . .. 1,·.·.· .• :.:'1 .·-.. !.~.··~~:_ .. ! .. •'· ... , ..... ,. ·~ .. ·. 

·; .. ~·:.... ~ 

I :L;: :(·:;teL: : I ··· 
· .. 
.... ..... -----., i 

ExhibitA-l 

_u, ____ ___j 

'I 

J 



Exhibit A- 2 
725343661.6 



Exhibit A- 3 
725343661;6 



..... ··-·---·1-· ••••.• ·1-· ·-·· [... -··· .. ~--... ·-- .. 

Exhibit An 4 
725343661.6 



........ . ~ ........ 
I ) 

EXHIBlTB 

NOTICE OF COMMENCEMENT DATE 

[Insert Date] 

John Updike 
Director of Property· 
Real Estate Division 
City and County of San Francisco 
25 Van Ness Avenue~ Suite 400 
San Francisco, CA 94102 . 
RE: Aclmowledgement of Commencement Date for Lease Between LEXINGTON LION SAN 

. FRANCISCO L.P ., a . limited partnership ("Landlord"), and the CITY 
AND COUNTY OF SAN FRANCISCO ("Tenanf'), for premises located at 350 Rhode. 
I::;laml Slteet ~ Norlh, San Fnwcisco, California. 

Dear Sir or Madam: 

In accordance with Section 3.2(a) of the Lease, this letter will confirm that for all 
purposes of the Lease, ihe Commencement Date for the Lease is 20 . 

Please acknowledge your acceptance of this letter by signing and re!urning a copy of this 
letter. · 

. [Signatures on next page] 
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Very truly yours, 

LEXINGTON LION SAN FRANCISCO L.P., 
a Delaware liinited partnership · 

By: Lexington Lion San Francisco GP LLC, 
a Delaware limited liability company, its general partner . 

By: CLPF~LXP/LV, L.P., 
a Delaware limited partnership, its sole member 

By: CLPF~LxP/LV GP,'LLC, 
. a Delaware limited liability company, its general partner 

By: Clarion Lion Properties Fund Holdings, L.P., 
its sqle member · 

· By: CLPF-Holdmgs, LLC, its general part:p.er 

. By: Clarion Lion Properties Fund Holdings REIT, LLC, 
its sole member 

By: Clarion Lion Properties Fund, LP, · 
its managing member 

By: Clarion Partners LPF GP, LLC, 
its general partner 

. By: Clarion Partners, LLC, 
its sole member · 

By: ______ _ 

Nanie: __ ~----­
Title: Authorized Signatory 

Accepted and Agreed: 
CITY AND COUNTY OF SAN FRANCISCO, 
a municipal corporation 

By:. __________________ __ 
John Updike 
Director of Property 

Dmed:. ________ ~------
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EXHIB.ITC 

EXCLUSIONS FROM OPERATING COSTS . 

The following shall be exclud<;Jd from Operating Costs for the purpose of determining 
City's Percentage Share of Operating Costs: 

L Capital Costs. Capital Expenses, which for the purposes of this' Exhibit shall be defined 
as any expenditure which (x) provides a benefit in excess of one year, (y) is a non-recurring · 
expenditure (i.e., such that the subject expenditure is not expected to recur in a two (2) year 
period), and (z) cost, in the aggregate including all associated and related expenditures for 
consulting fees~ permits, installment payments, etc .. , in excess of $25,000 ("Capital Expenses"), 
except as specifically included in items (i) and (ii) of this Item 1 and Item 2 below. 

(i) Capital Costs for New Building Regulations. Operating Costs may include the cost of 
capital improvements and/or capital repairs (a) required in order to comply with Laws· 
(other than Laws that the Common Areas were specifically reqUired to comply with 
as of the date·ofthis Lease), (b) needed to repair or replace ·existing Building Systems 
or Building improvements, (c) triggered by City's use of the Premises or City's 
Leasehold Improvements or Alterations, amortized over the useful life of the 
applicable capital improvement and/or capital repair, plus interest in the amount 
described below, except to the extent such capital improvements are attributable to or 
are made for the primary benefit of a tenant or occupant other than City. 

(ii) Capital Costs Which Reduce Operating Costs. Operating Costs may include the cost 
of capital improvements and/or capital repairs installed for the purpose of causing a 
reduction in other Operating Costs, amortized over the useful life of such capital 
improvements and/or capitBJ repairs, ph~s interest in the amount described below, 
provided, howeyer, that the costs of such capital improvements and/or capital repairs 
may only be included if, at the time such costs were incurred, Landlord reasonably 
estimated that the annual savings that would result from the applicable capital 
improvement and/or capital repair (commencing with the first year after the 
completion of such improvement and/or repair) would be equal to or exceed the 
annual amortized amount of the costs to be included in Operating Costs ·for the 
applicable capital improvement and/or capital repair, and at City's request Landlord 
shall provide City with a writteri..statement and explanation of Landlord's estimation. 

·Nothing in this clause (ii) ofitem 1 is intended to limit Landlord's rights to make 
capital repairs and/or capital improvements under clause (i) of this Item 1. 

Capital Expenses describe.d in (i) or (ii) above included in Operating Costs shall be 
amortized over the useful life thereof (as reasonably determined by Landlord, provided that 
such period shall be within the range use~ to amortize such costs by landlords of Class A 
office buildings in the San Francisco South of Market area in accordance with generally 
accepted property management practices), together with (A) interest on the unamortized 
balance ofthe Capital Expense at the actual interest rate incmred by,Landlordin connection 
with such Capital Expense if the funds for such Capital Expense are borrowed from a third 
party lender, or (B) presumed interest on the unamortized portion of such Capital Expense at · 
the Bank of America Reference Rate plus two percent (2%) ifthe funds are not borrowed 
from a third party lender. 
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2. Capital Equipment RentaL Rentals and other' related expenses for items which if 
purchased rather than rented, would constitute a Capita;!: Expense that Landlord is expressly 
prohibited from including as part of Operating Costs (except when needed in connection with 
normal repairs and maintenance of permanent systems and further excepting equipment that is 
not affixed to the Building and is used ill providing janitm1al services or similar services) .. 

· 3. Casualty Costs. Costs (other than insurance related costs which shall be included as part 
of Operating Costs) incurred by Landlord in the event any portion of the Building ·is made 
untemintable by·:fire or other casualty, including costs for the repair of the Building. 

4. Eminent Domain Costs. Costs incurred as a result of the exercise of the right of eminent 
domain. 

5. · Other Tenant Improvement Costs. Costs, including, without limitation, interior 
improvements, base building improvements, code ,upgrades, permit, license and inspection costs, 
incurred with respect to the installation of improvements made for tenants or other occupants of 
the Building other than City or incurred in renovating or otherwise improving, decorating, · 
painting or redecorating space to be leased by other tenants or other occupants in the Building. 

6. Depreciation, Amortization and. Interest. Depreciation, amortization and interest 
payments, except (i) depreciation on paintings, sculptures and other works of art located in the 
Building's common ground floor lobby, provided the cost of depreciation of such items included 
in Operating Costs does not materially exceed the cost for such items typically included by 
landlords offirst~class office buildings in the San Francisco South of Market area), (ii} to the· 
extent provided herein pursuant to items 1 (i) and 1 (ii) above, and (iii) on materials, tools, 
supplies and vendor-type equipment purchased by Landlord to enable Landlord to supply 
services ;Landlord might otherwise contract for with a third party wliere such depreciation, 
amortization and interest payments would otherwise have been included in the charge for such 
third party's services, provided that when depreciation or amortiza~ion is permitted or required, 

· the item shall be amortized over its useful life (as reasonably determined by Landlord, provided 
that such period shali be within the range used to amortize such costs by landlords offirst~class 
office buildings in the San Francisco South of Market area in accordance with generally accepted 
property tnanagement practices).· 

1. · Marketing and Leasing Costs. Advertising ~d promotional expenses, marketing costs, 
leasing co~issions, attorneys' and other professionals' fees, space planning costs and all other 
costs and expenses in connection with nego1;iations with present or prospective tenants or other 
occupants in the Building. . . 

8. Lease Enforcement and Dispute Costs. Litigation costs, attorneys' fees, costs of 
settlement, judgments and .payments in lieu thereof, and other costs and expenses incurred in 
connection with: (i) lease enforcement; (ii) disputes or potential disputes with prospective, 
former or current Building tenants or occupants; (iii) disputes or potential disputes with any 
prospective, former or current employee, agent, contractor or vendor (except to the extent that 
Landlord reasonably anticipates that, for the majority of the tenants of the Building or City, the 
economic benefits of a successful outcome would exceed the costs incurred, in which event 
reasonable costs and expenses incurred in connection therewith may be included iri Operating 
Costs on the condition that Landlord identify such cost, together with a description of the 
anticipated economic benefit to be realized, in Landlord's Expense Statement for the Expense 
Year in which such costs were included); (iv) disputes or potential disputes with any present o1· 
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future ground lessors or holders of any mortgages or other encumbrances affecting any of the 
Building; (v) the defense of Landlord's title to the Building or the real property on which it is· ' 
located; or (vi) other potential or actual disputes, claims, litigation or arbitration pertaining to· 
Landlord or. the Building (except to the extent that Landlord reasonably anticipates that, for the 
majority of the tenants in the Building or City the economic benefits of a successful outcome· 
would exceed· the costs incurred, such as tax disputes where the tenants of the Building would 
benefit if Landlord prevails, in which event reasonable costs and expenses incurred in connection 
therewith may be included in Operating Costs on the condition that Landlord identify such cost, 
together with a description ofthe anticipated economic benefit to be realized, in Landlord's 
Expense Statement for the Expense Year in which such costs were included). 

9. Intentionally Omitted. 

10. . Costs ofViolations ofRules, Laws or Contracts. Costs, including without limitation 
fines, penalties and damages, inculTed by Landlord due to violation by Landlord or any tenant or 
other occupa.11t of the Building of the terms Bnd conoitions of any lem:e, p;ro1md lease, mortgage 
or deed of trust, or other covenants, conditions or restrictions encumbering the Building or the 
real property on which it is located, except to the extent Landlord would have incurred such costs 
as an Operating Cost absent such violation. 

11. Self~Dealing Costs. Overhead and profit increments paid to Landlord or to subsidiaries 
or affiliates of Landlord, for management or other services, supplies or materials, to the extent 
the same materially exceed the costs of such goods and/or services rendered by unaffiliated third 
parties providing the same quality and scope of services and with a comparable level of relevant 
experience and skill on a competitive, arms-length basis. 

12. Concierge or other Concession Costs. Any compensation paid to clerks, attendants or 
other persons in coinmercial concessions operated by or for Landlord, includmg, without 
limitation, concierge service, athletic or recreation club or luncheon club. 

13. Ground Lease. Any ground lease rental or rental under any other underlying leases. 

14. Amortization and Interest. Except as specifically permitted by Items 1 (i), 1(ii) and 6 
above, interest, principal, points and fees on debts or amortization on any mortgage, deed of trust 
or any other debt instrument encumbering any of the Building or the real property on which it is 
located. · · 

15. Ptope1j:y Management Fee Cap. Property management costs including wages, salaries, 
and management office expenses, to the extent that such costs exceed management costs 
normally payable for comparable management services in comparable buildings in the 
downtown San Francisco financial district, are permitted Operating Costs, but shall be capped at 
2.5% of the gross rent (i.e. the sum of Base Rent and Operating Costs). 

16. Reimbursed Costs and Costs Benefitting Other Tenants. All items, services and benefits 
(i) for which City or any other tenant or oqcupant of the Building separately reimburses Landlord 
(other than through such tenant's or occupant's proportionate share of Operating Costs), or (ii) 
which are not offered to City (or for which City is charged directly), but which are provided to 
another tenant or occupant of the Building without reimbursement. 

17. Signage. The costs of acquiring and installing signs in or on any of the Building 
identifying the owner of the Building or any tenant or other occupant of the Building. 
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18. . Intentionally Omitted . 

.-., 
I } 

. · 19. ADA Costs. Subject to Section 10 of the Lease and as otherwise provided forin the 
Lease, costs incuned in connection with upgrading the Conunon Aieas to comply with disabled 
access, life, fire and safety codes in effect prior to the date of the Lease, and costs incurred in 
connection with upgrading the Conunon Areas to comply with the Americans with Disabilities 
Act of 1990 and Title 24 of the California Code ofRegulations (or its successor), the San · 
Francisco Sprinlder Ordinance and the San Franpisco Unreinforced Masonry Building 
Ordinance. 

20. Late Payment. Penalties or fees incurred as a result of Landlord's negligence, inability or 
unwillingness to make payments, including tax: payments, when due. 

21. Hazardous Materials Costs. Costs arising from the presence of or incurred in connection 
with the abatement or remediation of Hazardous Material in or about the Building, including, 
without limitation, groUhdwater or soil conditions ("Hazardous Materials Costs''); provided, 
however; Operating Costs may include minor costs attributable to those actions taken by 
Landlord to comply with any laws, rules and regulations or otherwise commonly performed 
pursuant to prudent property management practice, provided such actions are incidental to the 
ordinary operation and maintenance of the Building_(and not triggered by or made in connection 
with tenant :improvewents or a particular special use by a tenant or occupant, such as a 
laboratory, dental or medical practice, cleaners or photo processing), including (i) costs of 
routine monitorillg of and testillg for Hazardous Material in: or about the Building and (ii) costs 
incurred in removing and disposing of de minimis amounts of Hazardous Materials from tht? 
'Building when such removal .is directly related to such ordinaiy maintenance and operation of 
the Building. Nothllig contained herein shall excuse City from liability which City has for 
Hazardo~s Materials tinder the other provisio~s of this tease. · 

22. Charitable and Political Contributions. Landlord's charitable or political contributions. 

23. Available Warranties. Costs forrepairs that are rennbursed by a contractor or 
manufacturerpursuant to a warranty. 

24. Art. Costs for sculpture, paintings or other objects of artj other than de minimis costs ~f 
routine maintenance of and insurance preiniums.for art work and decorations on display in the 
Common Areas. 

· 25. · Sale and Financing Costs. All direct costs of :financing, refinancing, selling, exchanging 
or otherwise transferring ownership of the Building or the real property on which it is located or 
any interest therein or portion thereof, including broker commissions, attorney's fees and closing 
cost~. . . · 

26. Bad Debts and Reserves. Bad debt loss, rent loss, sinking funds or reserves for bad debts, 
rent loss, capital ite~ns or further Operating Costs. 

' . 

27. Violation of Law. Costs, penalties or fines arising from the violation by Landlord or any 
tenant or other occupant of the Building of any applicable governmental rule, regulation, law or 
authority, except to the extent such costs reflect costs that would have been incurred by Landlord 
absent such violation. · 

28. Overhead. Landlord's general cotporate overhead and general and administrative 
expenses not directly related to the operation or management of the Building. 
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29. Special Service Expense Items. In addition to the foregoing, Landlord shall make good 
faith efforts (i) to exclude from Operating Costs those items, ser-Vices or benefits ("Special 
Service Expense Items") that are incurred solely for the direct benefit of specific typ~s of tenants 
or us~rs in the Building ("Special Service Users") other than City, or (ii) to equitably reduce 
Operating Costs to reflect materially disproportionate use of Special Service .Expense Items by 
Special Service Users (when eompared to the typical Building tenant). Special Service Users 
may include, but shall not be limited to retail tenants, medical or dental offices. · 

Notwithstanding the. foregoing or anything to the contrary contained in this Lease, Landlord may 
equitably increase City's Percentage Share for any item of expense or cost reimbursable by City 
that. relates to a repair, replacement, utility or service that benefits only the City, the Premises or 
only a portion of the Building that includes the Premises or that vaties with occupancy or use. 
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EXIDBITD 

RULES & REGULATIONS 

350 Rhode Island Street ~ North 

-·~ 

I } 

1. The rights of City in the sidewalks, entrances, corridors, stairw!'LYS, elevators and 
escalators of the Building are limited to ingress to and egress from the Premises for City, its 
Agents or Invite~s, and City sb,all not invite to the Premises, nor permit the visit thereto by, 
persons in such numbers or under such conditions as to interfere with the use and enjoyment by 
others ofthe sidewalks, entrances, corridors, stairWays, elevators, escalators or any other 
facilities of the Building .. Fire exits and stairways are for emergency use only, and they shall not 
be used for any other purpose by any of City, its Agents m; Invitees. Landlord shall have the 

· right to regulate the use of and operate the public portions of the Building, as well as portions 
funrlshed for the coniiuon use of tenants, m such manner as it deems best for the benefit of 
tenants generally. 

2. Landlord reserves the right to exclude from the Building between the hours. of 6 P.M. and 
7 A.M. and at all ~ours on Saturdays, Sundays and holidays all persons who do not present a 
pass to the B-qilding signed by Landlord. Landlord will furnish passes to persons for whom any 
tenant requests the same in writin·g. In case of invasion, riot, public excitement or other 
commotion, Landlord may prohibit all access to the Building during the continuance of the same, 
by closing doors or otherwise, for the safety of tenants or protection of property in the Building. 
Landlord shall, in no way, be liable to City for dan'lages or loss arising from th.e admission> 
exclusion or ejection of any person to or from the Premises or the Building under the provisions 
of this rule .. Landlord may 'require any person leaving the Building with any package or other 
object to exhibit a pass from City from whose Premises the package or object is b'ein:g removed, 
but the establishment or enforcement of such requirement shall nqt impose any responsibility on 
Landlord for the protection of City against the rein oval of property from '0e Premises of City. · . 

3. Where any damage to the public portions ofthe Building or to any portions used in 
common with other tenants is caused by any of City, its Agents or Invitees, the cost ~f repairing 
the same shall be paid by City upon demand. 

4. · Landlord shall have the right to prescribe the weight and position 'of safes and other 
objects of excessive weight, and no safe or other object whose weight exceeds the lawful load for 
the area upon which it would stand shall be brought into or kept upon the Premi~es. If, in the 
judgment oftandlord, it is necessary to distribute the concentrated weight of any safe or other 
heavy object, the work involved in such distribution shall be done in such manner as Landlord 
shall determine and the expense thereof shall be paid by City. The moving of safes and other 
heavy objeqts shall take place only upon previous notice to, and at times and in a manner 
approved by, Landlord~ and the persons employed to move the same in and out of the Building 
shall be ac.ceptable to Landlord. No machines, machinery or electrical or electronic equipment 
or appliances of any kind shall be placed or operated so as to disturb other tenants. No tenant 
shall drive nails, screw or drl11 into, the partitions, woodwork or plaster ot in any way deface 
such premises or any. pmt thereof, except for non structural drywall surfaces as approved by 
Landlord. Freight, furniture, business equipment, merchandise and packages of any description 
shall be delivered to and removed from the Premises only in the freight elevators and through the 
service entrances and conidors, and only during hours and in a manner appwv~d by L;;mdlord. 
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Landlord will not be responsible for loss of or damage to any such safe or property from any 
cause, and all damage done to the Building by moving or maintaining any such safe or other 
property shill be repaired at the expense of the City. 

. . 
s: There shall not be used in any space, or in the public areas of the Building, either by any 
tenant or others, any hand, trucks ex:cept those equipped with rub bet tires and side guards. No 
other vehicles of any kind shall be brought by any tenant into or kept in or about any premises· in 
the Building. · · 

6. No noise, including the playing of any musical instrument, radio or television, that, in the 
judgment of Landlord, might disturb other tenants in the Building, shall be made or permitted by 

. City. No animals (except as otherwise allowed pursuant to ADA regulations and codes) shall be 
brought irito ot ·kept in the Building or the Premises. No dangerous, inflammable, combustible or 

. explosive object or material shall be 'brought into or kept in the Building by City or with the 
permission of City, except as permitted by law. and the insurance companies insuring the 
Rnildinp- or the nronertv therP.in. C:itv shflll not P.:iuse or nermit rJnv odors of oookinu or other ·- .,, .. ···-·u -~~ ~···· ..r-~-r--~.; ------~-~-· ---., ---- ------~ ~~- · --J. ~·-~ ~-,_~ ·-- · · - v 

processes, or any unusual or other objectionable odors, to permeate in or emanate fro~ the 
Premises. · 

7. No tenant shall alter any lock or install a new or additional lock or any bolt on any door 
of its premises without the prior written consent of Landlord. If Landlord shall give its consent, 
City shall in each case furnish Landlord with a key for any such lock. There may be sensitiv~ 
areas. of the Premises that require, unless an emergency threatens life and safety and/or material 
and substantive damage to'property, Landlord's entry be accompanied by City staff with .. 
reasonable prior notice. Landlord may malce a reasonable charge for keys. City shall not have 
any .such keys copied or any keys made. Each tenant, upon the termination of the tenancy, shall 
deliver to Landlord all the· keys and access cards of or to the Building, offices, rooms and toilet 
rooms which shall have been furnished to the city or which City shall have had made.. · 

8. Each tenant shall see that the doors of its premises are closed and secUl'ely locked and 
must observe strict care and caution that all water faucets or water apparatus are entirely shut off 
before the City or its employees leave such premises, and that all utilities shall likewise be 
carefully· shut off, so as to prevent waste or damage, and for any default or carelessness the City 
shall make good all injuries sustained by other'tenants 'or occupants of the Building or Landlord. 
No door (other than a door in an interior partition ofthe Premises) shall be left open at any time. 

9. City shall give Landlord prompt notice of any accidents. to or defects in the Building, 
including, but not limited to, water pipes, gas pipes, electric lights. and fixtures, heating apparatus 
or any other service equipment. City shall promptly notify Landlord of any inspection of the 
Premises by governmental ag~ncies having jurisdiction over matters involving health or safety. 

10. No tenant shall use, keep or permit to be used or kept in its'·premises any foul or noxious 
gas or substance or pennit or suffer such premises to be occupied or used in a manner offensive 
'or objectionable to Landlord or other occupants of the Building. 

1 L Ali food storage areas shall be adequately protected against vermin ~ntry by a contractor 
approved in advance by Landlord. · 

12. Drain pipes shall be kept free· of obstructions and operable at all times.· 

13. Exit signs shall be illuminated, a11d other exit identification shall be operable, at all times. 
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14. Eme.rgency lighting, including battery components, shall be in good worldng condition at 
·all times. · 

. . 

15. City shall not britig or keep, or allow to be brought or kept, in the Building, any bicycles, 
roller blades, in line or other skates or other type of wheeled P,edestJ:ian form of locomotion. . 

16. Mail pick-up and delivery shall be re~ponsibility of City. 

17. 'No sign, placard, picture, name, advertisement or notice, visible from the exterior of · 
leased.premises shall be inscribed, painted, affixed or otherwise displaced by any tenant eifuer·on 
its premises or any part of the ~uilding without the prior written collf?ent of Landlord, and 

· Landlord shall have the tight to rem!)ve m:J.Y such sigr4 pla~;ard, picture, name;· advertisement or 
notice without notice to ahd at the expense of the City. 

If Landlord $hall have given suc];J. consent to any tenant at any time, whether before or after the 
execution of the Lease, such consent shall in no way operate as a waiver or release of any of the 
provisions hereof or of such Lease, and shali be (j.eenied to relate only to the particular sign, 
placard, picture, nam~;;, advertisement or notice so consented to by Landlord a.rid shall not be 
construed as dispensing with the necessity of obtaining the specific written ·consent ofLandlqrd 
with respect to any other such sign, pl!icard, picture, name, advertisement or ~otice. 

No signs will b~ permitt~d on any entry door unless the door is glass. All glass door signs must · 
. be approved by Landlord. Signs or lettering shall be printed, painted, affixed or inscribed at the 

expense of the Gity by a person approved by Landlord. · · 

18. The lobby directories of the Building will be provided exclusively for the display of the 
name and location of te11~ts only and Landlord re~erves the right to ex~lude any other names 
there :fi:om. Landlord reserves the right to restrict the amount of directory space utilized by City 
and to charge for names associated with City to be placed thereon at rates applicable to all 
tenants, and to charge for changes or supstitutions thereto.· · · 

19.. No curtains, blinds, shutters, shades, screens or other coverings, hangings or decorations 
shall be attached to, hung or placed in, or used 1n connection with any window o.l). any premises 
without the prior written consent ofLandlord. In l;llly event, with the prior written consent of 
Landlord, all such items shall comply with Landlord's building standards. No articles shall b_e 
placed or kept on the windowsills so as to be visible from the exter~or of the Building. 

20. The doors, windows, light fixtures and any lights or skylights that reflect or admit light 
into·the halls or other portions offue Building shail not be covered or obstructed .. 

21. No tenant shall obtain for use upon its premises ice, drinking water, food, beverage, towel 
or other similar services, or accept barbering or shoe shining services in its premises; except for· · 
deliveries and from persons authorized by Landlord, and at hours and under regulations fixed by 
Landlord. No vending or food beverage dispensing machine or machine of any description shall 
be installed, maintained, or operated upon the Premises odn the Building without Landlord's 
prior written permission, which shall not be unreasonably ·withheld. 

22. The toilet rooms; toilets, urinals, wash bowls and other apparatus shall not be used for 
any purpose other than that for which they were constructed and no foreign substance of any 
kind whatsoever shall be .thrown therein, and the expense of any breakage, stoppage or damage 
resulting from the violation of this· rule shall be born by the City who, or whose employees or 
invitees shall have caused· it. 
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23. Except with the prior written consent of Landlord, no tenant shall sell, or permit the sale 
at retail of newspapers, magazines, periodicals, theater tickets or any either goods or merchandise 
in.or on any premises, nor shall any tenant carry on, or permit or allow any employee or other 
person to carry on, the htTSiness·of stenography, typewriting or any similar business in or from 
any premises for the service or accommodation of occupants of any other portion ofthe ·. 
Building, not shall the premises of any tenant be used for the storage of merchandise or for the 
manufacturing of any kind, or the business of a public barber shop, beauty parlor, or any 
business or activity other tha:r:i that specifically provided for in such tenant's lease. 

24. Landlord will direct electricians as to where and how telephone, telegraph and electrical 
wires are to be introduced or installed. No boring or cutting for wires will be allowed without 
the prior written consent of Landlord. The location of telephones, call boxes and other offic<;l 
equipment affixed to all premises s~all be subject to the written approval. of Landlord. All 
electrical appliances must be grounded and must meet UL Label Standards. City shall pay all 
expenses incurred in connection wi:th the 'installation and removal of its equipment, including any 
telephone, telegraph, data and electricity distribution equipment. . 

25. No tenant shall lay linoleum, tile,. carpet or any other floor covering so that the same shall 
be affixed to the floor of its premises in any manner except as approved in wdting by Landlor4. 
The expense of repairing any damage resulting from a violation of this rule or the removal of any 
floor covering shall be bqrne by the City by whom, or by whose contractors, employees or 
invitees, the damage shall have been·caused. 

· 26. Each tenant shall store all its trash and garbage within the interior ofits premises. No 
.Jnaterial shall be placed in the 1tash boxes or receptacles if such material is of such nature that it 
may not be disposed of in the ordinary and customary manner of removing and disposing of trash 
and garbage in the City of San Francisco without violation of any law or ordinance governing 
such disposal. All trash, garbage and refuse disposal shall be made only through entryways and 
elevators provided for such purposes and at such times as Lanr,llord shall designate. City agtees 
to make reasonable efforts to cause its employees and invitees using the courtyard to dispose of 
trash in the receptacles provided and otherwise keep the Common Area in a neat and clean · 
condition. All employees of Licensee performing deliveries or removing trash from the Premises 
must be registered in advance with the Building's management office and carry appropriate 
identification with them at all times when perfortning such duties. 

27. ·canvassing, soliciting, distribution of handbills and other written materials and peddling 
in the Building are prohibited and each tenant shall cooperate to prevent the same .. 

28. Landlord, in order to comply with the requirements of California Assembly Bill Number 
13 of 1994, has designated the Building a ":No Smoking" building, which prohibits smoking in 
the tenants' premises and all common areas. City agrees to make reasonable efforts to enforce 
this prohibition on smoking among its employees and invitees, and to utilize the.ash urns in the · 
designated smoking areas. 

29. City shall abide by all energy conservation measures employed by Landlord, including 
but not limited to requirements that lights be extinguished upon leaving the Premises, and that 
draperies be closed at time specified by Landlord. 

. . 

30. Feeding birds on any portion of the Project is strictly prohibited. City agrees to make 
reasonable effort to enforce the prohibition among its employees and invitees. 
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·31. Landlord shall have the rightto prohibit an:y advertising by any te11;ant which, in 
Landlord's opinion, tends to :lmpait the reputation of the Building or its desirability as a building 
for.offi.ces, and upon written notice from Landlord, City shall refrain from or discontinue such 
advertising. · 

32. City agrees to promptly notify Landlord of any security threats to persons or property 
lmown to City at the Property known to City and, if they are related to City's occupancy of the 
Premises, City agrees to take reasonable. safety precautions to protect the safety of occupants and 
11sers ofthe·Ptoperty and prevent damage to the Property. - . . . 

3 3. ;Landlord reserves the right to rescind, alter or waive any .rule or regulation at any time 
prescribed by Landlord when, in its judgment~ it deems it necessary, desirable or proper for its 
best interest or for the best interests of tenants, and no rescission; alteration or waiver of any rule 
or regulation in favo;r of one tenant shall operate as a rescission, alteration or waiver in favor of 
any other tenant. Landlord shall not be responsible to City for the nonobservance ot violation by 
any other tenant of any of the rules or regulations at any time prescribed by Landlord·. 
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Loading D~ck ~Tenant Use: 

Loading/Unloading Only- 15 minute limit CVC22658(a)Subject to being towed at the vehicle's 
owner expense.(Signs are posted inside of the loading dock) · 

For Towed Vehicles Call: 
P & STowing 415-861~4200 
SFPD 415-553-1239 

Loading Dock Requirements 

The loading dock is opened Monday tbru. Friday from 6am until 6pm, and is closed during the 
'w ... ~PAt'""P:IJ.U.:J~ ~"t'i'U;l U--.U 1.l.lU_.U{:;I,.... ........... /A ...... ·_, '"'.A. ..... - 1...,.... .. .,....., .......................... ,.,_.. ,.;( .... ,....,....,1rl 1.....-... .........,..,.,.tn. ;l~_..,n.n.i-lTT +- +1.-..a ~..,.r'l.......,~"f'<f'tr 

~v~~v• ~ ~ uay;:,, \_.t'lliJ aJ.Vvl HUUJ. .li:>I.J.U.'-'i>L i>.UU_U.H.l- Uv .lllaUv U..U.vVUJ LV"-'-'-' jJ'-VjJ'-''-L,Y 

management) 

During business hours: · 

The loading dock is for ALL ofthe tenants on a first arrival basis (15 minute loading/unloading 
limit does apply). Special arrangements for the use of the loading dock can be arranged with the 
property management. 

Tenants who require up to an additionall5 minutes in the loading dock should reach out to 
security either in the North Lobby or via phone: 415-745-0976 

Also, please note the following: 

1.) Staging of equipment inside of the loading dock should be limited to 15 minutes unless 
you receive permission from the property·management. · 

2.) Be conscientious ofyour surroundings:· 
- Don't block doors, sidewalk an.d walkways. 
~If you spill food or liquids notify security so that we can avoid further incidents. 
~If you witness something damaged, any slip hazards, or anything out of place, please 
notify security. 

3.) No work (except loading/unloading of vehicle) shall be conducted inside of the loading 
dock unless permission from the property management has been granted-- This 
includes:· 
-No Soldering 
-No Use ofPower Tools (Excluding Pallet Jack) 
-No Use of Hand Tools (Excluding Floor Dolly) 
-No Use QfGas Tanks/Generator 

-~Any work that has been authorized requires signage or cones within the designated 
work space as to prevent other people whom are using the loading dock-from being 
~~ . . 
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4.) There's NO BLOCKJNG of the sidewalk leading into theloading dock as this creates a 
hazard for pedestrians and people with special needs. · 

· 5.) Propping ofthe loading dock door into the North Lobby is not allowed. Remain with 
your vendor while deliveries are being made ,or arrange for special access for your 
vendor. . . 
~ For additional access cards please notify the property management or ifyo-q. have access 
into the workorder system; please make the request through there. 

Blue I Green Bins & Compactor 

Recyclable Items (Blue Bins): 

o Computer paper I Letterhead! Copy machine paper 

o NCRforms 

o "Post-it'' notes 

o Carbon copies (minus carbon sheet) 

o Paperboad( cereal box type) 

o Catalogs, magazines~ ·envelopes, newspaper · · 

o Paper Wrappers, blue prints, phone books, glossy brochures 

o File folders, pressure sensitive envelopes 

o Junk mail, telephone books and miscellaneous colored forms 

o Pens, pencils, rubber bands 

o Plastic b~ttles~ glass bottles- clear and colored, aluminum cans 

o Ferrous metal and bi-metal cans. 

Compostable Items (Green Bins): 

o Coffee Gtolllids 

o Fooditems 

o Paper cups, plates & card board boxes (Soiled by food) 

o Plants or flowers 

o Tea bags and wet waste 

Non~recyclable items (Trash Compactor): 

o Ceramics 

o Plastic utensils, stir-sticks 

o Styrofoam (all types) 
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o Acetate sheets (microfi~he) 

o CarbonPaper 

o Cellophane 

o Computer diskettes 

o Light Bulbs 

o Mirrors 

Bo:x: Compacto:r: 

o Must be at least 18 yeats of age to operate. 

o DO NOT operate unless you've been properly trained to do so. 

o Cardboard Boxes ONL Y(Non-soiled boxes) .. 

o Bail the boxes inside ofthe compactor when it's 60% Full. 

o Don't overfill past 60%(Its difficult for the vendors to pick up) 

o Don't leave boxes next to compactor. (Clean up after yourself.) 

o Always use all four strands ofyarn when bailing. (Yarn will break!) 

Exhibit D- 8 
725343661.6 



I ) 

EXHIBIT:E 

-WORK LETTER 

350 Rhode Island North 

I } 

. This Work Letter is part of the Office Lease dated as of , (the "Lease"), 
executed concurrently herewith, by and between LEXINGTON LION SAN FRANCISCO L.P., 
a Delaware limited partnership, as Landlord, and the City and County of San Francisco, as 
Tenant, coveritJ.g certain premises described in the Lease. All terms that are·capitaiized but not 

. defined herein shan have the same meanings given to them in the Lease. 

The parties acknowledge that the Premises shall be delivered in multiple phases so that this 
Work Letter shall apply separately to each phase of the construction of Leasehold Improvements 
within the Premises. Accordingly, references herein to terms like (i) "Premises" shall mean the 
portion of the Premises applicable to that phase, (ii) "Leasehold Improvements'' shall mean the 
leasehold improvements applicable to such phase, (iii) "Allowance" and "Additional 
Construction Allowance" shall mean the allowances being provided by Landlord applicable to 
such phase, and (iv) "Construction Schedule" shall mean the construction schedule applicable to 
suchphase. · 

The cost of the design and construction of the Leasehold Improvements and all costs and 
.expenses in connection therewith shall be paid by City, subject to the Allowance and Additional 
Construction Allowance provided by Landlord. Landlord through its general contractor 
reasonably approved by City (the "Contractor"), shall furnish and install within the Premises the 
improvements shown on the Construction Documents finally approved by City and Landlord 
pursuant to paragraph 1 below (the "Leasehold I:iriprovements"), in accordance With the 
provisions of this letter. · 

1. Plans and Specifications. 

a. Schematic Design Documents. City and Landlord shall work 
collaboratively and in a diligent and efficient manner to mutually approve schematic design 
plans for the Leasehold Improvement Work for the Premises (the "Schematic Design . 
Documents") in accordance with th~ program requirements of City. 

b. Design Development Documents. Based on the approved Schematic 
Design Documents and any adjustments approved by City, within the timeframe provided for in 
the Construction Schedule the after mutual approval. of the Schematic Design Documents, 
Landlord shall have caused its architect or space planner reasonably approved by City (the 
''Architect'') and its qualified and licensed engineer approved by City (the "Engineer") to prepare 
and submit to City for its approval plans and specifications expanding in greater detail the 
representations of the Schematic Design Documents and fixing and desc:dbing the size and 
character of the Leasehold Improvements, including, without limitation, architectural, structural, 
materials and such other elements as may be appropriate, together with fuUy d~veloped floor 
plans, wall and building sections (collectively, the ('Design.Developm.ent Documents"). The 
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Design Development Documents shall be subject to approval by City in accordance with 
Paragraph l.e below. 

c. Construction Documents. Based on the approved Design Development 
Documents and any further adjustments approved by City, within the timefratne provided for in 
the C~:mstruction Schedule, Landlord shall have caused its Architect and Engineer to prepare and 
submit to City f01' its approval final plans, specifications and working drawings for the Leasehold 
Improvements, setting forth in detail all aspects of the design, function afid construction of the 
Leasehold Improvements, in form sufficient for bidding of all elements of construction, and in 
conformity with all of the requirements of this Work Letter (collectively, the "Construction 
Documents"). Such Construction Documents shall be subject to approval by City in accordance 
with Paragraph l.e below. · 

d. Design :lh Accordance with City's ADA Requirements. City shall prepare 
and submit to Landlord for Landlord's approval documents which outline City's space 
requirements for the Premises. Landlord's Architect shall design the Premises and prepare all 
plans and specifications hereunder, including the Design.Development Dqguments and 
Construction Documents, in conformity with the agreed upon documents. Landlord's Architect 
shall consult and hold periodic meetings with City and its architectural consultants and space 
planners as needed, in the preparation of the Design Development Docum~nts and Construction 
Documents. 

e. City's Approval of Plans. The Design Development Do~uments and 
Construction Docurrients (and any Landlord Change Orders·thereto, as described below) shall be 
subject to approval by City, which approval shall not be unreasonably withheld or delayed, in . 
accordance with the following procedure. After submission of the Design Development 
Documents, Construction Documents or proposed Change Order by Landlord to City, qty shall 
have five (5) days to disapprove any element thereof. If City does so, then City shall notifY 
Landlord within such period of its disapproval and of the revisions that City reasonably requires 
in order to obtain approval coll:sistent with the terms of this Work Letter. As soon as reasonably 
possible thereafter, but in no event later than five (5) days after receipt of such notice, Landlord 
shall submit to City dbcuments incorporating the required revisions. Such revisions shall be 
subject to approval. by City, which shall not be unreasonably withheld or delayed. Such 
revisions shall be deemed approved by City if City fails to notify Landlord of any objection 
within five (5) days after receipt of the revision. · 

f. Notwithstanding anything to the contract contained he:rein, it shall be 
considered Tenant Delay if the Construction Docuri:lents have not been agreed to by the parties 
(i) with respect to the Phase I Premises, by December 15, 2017; provided, however, that such 
date shall be extended on a day for day basis for each day, if any, between the date that is seven 
(7) days after the Effective Date and the date that Landlord provides the Section 23.30 
Notification, and (ii) with respect to each portion of the Phase II Premises, within thirty (3 0) days · 
after Landlord notifies City ofihen scheduled expiration or earlier tennination date of the 

· existing lease With respect to such portion of the Phase II Premises. 

g. Payment for Plans. The costs of preparing the Schematic Design 
Documents, Design Development Documents and the Construction Documents shall be paid by 
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Landlotd and shall be deducted from the Allowance (as defined in paragraph 4.b below), subject 
to City's prim approval of such costs as pmvided in paragraph 4.c below. Landlord shall 
evidence ~uch costs by invoices and other substantiation as City.may reasonably requite. 

h. Changes to Approved Construction Documents. 

i. City Change Orders. If following Landlord's and City's approv:al 
ofthe Construction Documents; City'requests any change, addition or alteration thereto relating 

· ~ to the design or specifications of the Leasehold Improvement Work ("City Change Order"), 
Landlord shall cause the Architect or Engineer, as applicable, to prepare plans and specifications 
with respect to such change, addition or alteration. Within a reasonable period after City's · 

·request, Landlo:t:c!. shall notify City of~e cost that would be incurred by reason of such proposed 
City Change Order and any delay in the anticipated date of Substantial Completion that would 
result from such City Change Order . .If City approves the cost of the City Change Order within 
five (5) days of receipt from Landlord, then Landlord's. Contractor shall proceed with such City 
Change Order as soon as reasonably practical thereafter. If City does not approve such cost 
within the above-mentioned five (5) day period, construction of the Premises shall proceed in 
accotdance with the Driginal completed and approvec;l Construction Documents. City shall be 
responsible for 'ltle reasonable cost actually incurred by Landlord in the preparation of the plans 
and specifications relating to any City Change Order, as evidenced by invoices or other 
substantiation reasonably requited by City. The time period required to address any City Change 
Order request, whether or not the same is implemented, shall constitute Tenant Delay if the delay 
in any way· delays the date the Leasehold Improvements would have been Substantially 
Completed. 

ii. Landlord Change Orders. Iffollowing Landlord's and City's 
apptoval of the Construction Documents, Landlord requests or is required to make any change, 
addition or alteration thereto relating to the design or specifications of the Leasehold. 
Improvement Work ("Landlord Change Order'·'); Landlord shall provide City with proposed 
plans and specifications with respect to such change, addition or alteration, together with notice 
. of any delay in the anticipat~d date of Substantial Completion that would result from such 
Landlord Change Order. Any such Landlord Change Order shall be subject to City's prior·. 
written apptoval, in accordance with Paragraph l.e .above. No approval by City of any such 
Landlord Change Order shall.relieve or modify Landlord's obligations hereunder to complete the 

. construction of the Leasehold Improvements in accordance with the apptoved Construction 
Sched~le, ·nor shall any such approval limit any of Cit;y' s· rights or remedies hereunder or Un,der 
the Lease. If the Landlord Cha.t"'lge Order request is simply an~ solely the result of a Landlord 
preference with respect to the Leasehold Improvements (as opposed to a change required by .. 
applicable legal requirements or necessitated by field conditions in both of whiqh cases aU of the 
costs in corinection with such Landlord Change Order shall be paid for out of the Allowance), 
Landlord shall be solely responsible for the cost of the Landlord Change Order, including, 
without limitation, the costs of preparing the plans and specifications relating thereto, and no 
such amount shall be paid or deducted from the Allowance. 

. 111. Appointment of Representatives. City and Landlotd shall each 
designate and maintain at all times during the design and construction period a project 
representative C'Representative"), and an alternate for such Representative ("Alternate"), each of 
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whom shall be authorized to confer and attend meetings and represent such party on any matter 
relating to this Work Letter. Only Landlord's and City's Representative shall make any inquiries 
of or requests to, and shall riot give any instructions or authorizations to, any other employee or 
agent of the other party, including without limitation, the other party's architect, engineers, 
consultants and cbntractors or any of their agents or employees, with regard to matters associated 
with this Worl( Letter. The initial Representatives and Alternates shall be: · 

City: Representative-- ____________ _ 
Alternate --

---------~------

Landlord: .Representative- Ryan Hawkins 
Alternate- Yvonne Fischer 

Each party may at any time and from time to time change its Representative or Alternate by 
writtenno!ice to tl:le other party. Each party's Representative or Alternate shall be available 
d1L.1'"1.Jlg ordinar,y business hours so that questions and problerr."s may be quiclcly resolved ~nd so 
that the Leasehold Improvements may be completed economically and in accordance with the 
Construction Schedule. All approvals made by City's Representative or Alternate shall be made 
in writing. 

2. Pennits. 

a. . Responsibility for Obtaining Pennits. Landlord shall have the 
responsibility for obtaining all governmental permits and approvals required to commence and 
complete the Leasehold Improvement Work, and promptly upon receipt thereof shall deliver 
copies of all of such permits and approvals to City. Landlord shall use its commercially 
reasonable efforts to obtain all such approvals and permits promptly after the parties have agreed 
on so called permits set based on the. Construction Documents for the Leasehold Improvements. 
Landlord shall have the responsibility of calling for all inspections required by City's Bureau of 
Building Inspection. · 

3. Construction. 

a. Construction of Leasehold Improvements. Following City's approval of 
the Construction Documents, Landlord shall cause the Leasehold Improvements to be 
constructed and installed in a good and professional manner in accordance with sound building· 
practice and in conformity with the Construction Documents, as revised by any Change Orders, 
and the terms ofthis Work Letter. City shall not have any obligation with respectto any such 
work other than as provided herein. · 

b.· · Construction Schedule. Landlord shall commence construction of the 
Leasehold Improvements promptly after the Premises are available for construction but only 
after obtaining the required permits for construction in accordance with the approved 
Constructi.on Documents, and Landlord shall diligently pursue construction to completion, all in 
accordance with the construction schedule (the "Construction Schedule") to be prepared by the 
Contractor subject to the consent of City and Landlord, which consent shall not be unreasonably 
withheld, conditioned or delayed. 
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c. · Status Reports; Inspections. Landlord shall keep City apprised of the 
status of permit app;roval and the progress of construction. Landlord or its Contractor shall meet 
weekly with the City's Representative(s) on site or such other location as acceptable to the . 
Parties so as to m.o:rritorthe construction. From'tin+e to time during the design and constructio:Q. 

. of the Leasehold Improvements) City shall have the right upon reasonable advance oral or 
written notice to Landlord to enter the Premises at reasonable times to inspect the Premises, 
provided such inspections do not unreasonably interfere with the construction. Landlord or its 
Representative mE~-y accompany City during any such inspection. 

d. · General Conditions. The performance of all Leasehold Improvement 
Work by Landlord shall be subject to the following terms and conditions: 

. i. All of the Leasehold Improvement Work shall be performed in 
compliance with all laws) codes,.regulations and building requirements (collectively, "Laws") 
bearing on construction of the Leasehold Improvements; 

ii. · Without limiting the foregoing, the construction of the Leasehold 
Improvements shall comply with all requirements of the Americans With Disabilities Act of 
1990 and Title 24 of the California Code ofRegulations and all other applicable federal, state, 

· local and administrative laws, rules, regulations, orders and requirements intended to provide 
equal accessibilitY fo:t persons with disabilities (collectively, "Disabled Access Laws"),. and with 
City's work plan for accessibility improvements as set forth in the Construction Documents_; 

iii. Landlord or its Contractor shall be responsible for all requited 
insurance; and 

iv. At City's request, Landlord shall require at least three (3) 
competitive bids from subcontractors in each m~ or trade in connection With all work performed 
by Landlord or its Contractor hereunder. . 

e. Cooperation. 'Landlord shall cooperate at all times with City in bringing 
about the timely completion of the Leasehold Improvements. Landlord and City shall resolve 
any and all disputes arising out of the construction of the Leasehold Improvements in a marmet 
which shall allow work to proceed expeditiously. 

f. Teleconimunications, Data and Computer Cabling Installation Work to be 
Perfo!11led by Citv. City, or its consultants and contractors, shall, at City's cost, perform surveys 
and develop plans and specifications for the installation of telecommunications, data ap.d 
computer cabling for City's occupancy of the-Premises. Landlord shall cause the Contractor to. 
reasonably cooperate with City in the :installation work and coordinate such work with the 
Leasehold Improvement Work Landlord shall be responsible for providing telecommunications, 
data and computer cabling up to the point where it is stubbed out in the BUilding's core area. . 
Beyond that point, City shall be responsible for installing such cabling at its expense. Landlord 
agrees to cause Contractor to cooperate reasonably with City and its consultants, contractors and 

. subcontractors during all surveying work and the installation of such telecommunications, data 
q.nd computer cabling. The foregoing obligation shall include, without limitation, an obligation 
to give City and its consultants, contractors and subcontractors access and entry to the Premises 
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and sufficient opportunity and time during each work day without separate charge therefor, to 
e:t).abie City to install such telecommunications, data and computer cabling; provided, however, 
that Cicy's work shall not delay or impede the construction of the Leasehold Improvements. 
Such access shall include reasonable access to the elevator in the Building designated for freight 
use (i) o.n a non-exclusive basis during normal business hours and (ii) on 'an exclusive basis after 
hours as ·reasonably needed from time to time. Landlord understands that the conduit for th,e 
telecommunications, data and computer cabling shall be included in the Construction Documents 
and installed by' Contractor. Union install required for horizontal cabling. · · 

g. Asbestos Related Work. In the event that City, its consultants, contractors 
or subcontr~ctors encounter any asbestos containing materials (ACM) in the Building·fu 
connection with the installation of City's telecommunications, data and computer cabliri.g, · · 
La;ndlord agre~s to be responsible for all legally required work or. other work necessary relating 
to the proper containnierit, abatement, removal arid disposal of such ACM and all costs thereof. 
In no event s1'mll any such costs be deducted from the Allowance or otherwise be City's 
responsibility. Any delay in Substantial Complf:tion due to the presence of unknown ACM in 
the Building shall be considered a Landlord Delay. 

h. Construction Improvements that Disturb or Remove Exterior Paint. 
Landlord, on behalf of itself and its agents, employees, officers and contractors, shall comply 
with all requirements of the San Francisco Building Code Chapter 34 and all other applicable 
local, state, and Federal laws, iri.cluding but not limitf!d to the California and United States 
O~cupation.al and Health Safety Acts and their implementing regulations, when the work of 
improvement or alteration disturbs or removes exterior or interior lead-based or "presumed" 
lead-based paint (as defined below). Landlord, its agents, employees, officers and contractors 
shall give to City three (3) business days prior written notice of any disturbance or removal of . 
exterior or interior lead-based or presumed lead-based paint. Landlord acknowledges that the 
required notification to the Department of Building Inspection regarding the disturbance or 
removal of exterior-lead-based paint pursuant to Chapter 34 of the San Francisco Building Code 
does not constitute notification to Gity as Tenant under the Lease and similarly that notice under · 
the Lease does not constitUte notice under Chapter 34 of the San Francisco Building Code. 
Further, Landlord and its agents, employees, officers .and contracto1's, when disturbing or 
removing exterior or interior lead-based or presumed lead-based paint, shall not use or cause to 
be used any of the following m~thods: (a) acetylene or propane burning and torching;' (b) 
scmping, sanding or grinding without containment barriers or a High Efficiency Particulate ,Air 
filter ("HEPA") local vacuum exhaust tool; ( c )hydro blasting or high-pressure wash without 
containment barriers; (d) abrasive blasting or sandblasting without containment barriers or a 
HEPA vacuum exhaust tool; and (e) heat guns operating above 1,100 degrees Fahrenheit. 
.L'andl0rd covenants and agrees to comply with the requirements of Title 17 of the California 
Code of Regulations when·taking measures that are .designed to reduce or eliminate lead hazards. 

· Under thi~ Paragraph, paint on the exterior or interior of buildings built before January 1, 1979 is · 
presumed to be lead-based paint unless a lead-based paint tes~ as deflned by Chapter 34 of the 
San Francisco Building Code, demonstrates an absence of lead-based paint on the interior or 
exterior surfaces of such buildings. Under this Section, lead-based paiht is "disturbed or 
removed" ·if the work of improvement or alteration involves any action that creates friction, 
pressure, heat or a chemical reaction upon any lead-based or presumed lead-based paint on a 
surface so as to abrade, loosen, penetrate, cut through or eliminate paint from that surface. 

. ' 
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4. Payment for Work; Allowance. 

a. Accessibility Improvements. Landlord shall complete the Base Building 
. Improvements at Landlord's sole cost and expense (and no such costs shall be deducted from the 

Allowance). 

b. ·Other Leasehold' Improvement Work. Subject to patagraph 4.a aboye, 
· City shall, subject to the Allowance and the Additional Consiluction Allowance, pay for the cost 
of constructing and installing the Leasehold Improvements. The Allowance may only be used 
for the Leasehold Improvement Work No unused portion of the Ailowance may be credited 
against Base Rent next due or payable under the Lease or refunded to City. In the event that the 
actual costs to construct Md install the Leasehold Improvement Work incurred by La;ndlord · 
exceed the amount of the Allowance, City shall pay such excess costs upon receipt of required 

. documentation in accordance with subparagraph d below. Except for the Consttuction 
A&irinistration Fee, City shall not be responsible for, and the AJlowance shall exClude, any 
review, supervision, administration or management fees o:f any person or entity; any overhead or · 
other general expenses of Landlord or any other person or entity, and' any charges for parking or 
use ofhqists odreight elevators. Landlord shall be solely responsible for the Base Building 
Improvements and no portion of the Allowance sh~l be applie4 to any such costs. City shall be 
solely responsible for the costs of the telec()tnmunications, data and computer cabling work· 
described above, except as provided hereinabove. 

c. · City's Approval of Costs, The Leasehold Improvem~nt Wqrk shall 
include costs based on a detailed construction budget p;repared by Landlord or Contractor and 
approve~ by City. Prior to the Start of Construction, Landlord shall provide City with an 
updated construction bvdget for its approv!ll which shall not be unreasonably withheld, 
c'onditioned or delayed. If the Leasehold Improvements cannot be completed in strict conformity 
with the most recently approved cpnslruction budget, Landlord shall immediately submit to City 
for its approval a revised construction budget and shall identify to City changes fu line items and 
the reasops for the changes. If :further changes are required, Landlord shall seek City's·approval, 
following the sa;me procedures. No costs shall be included in ihe Allowance, ·and City shall not 
be obligated to pay any costs in excess of' the Allowance, unless and until it approves the 
consfrl:!.ction budget and any revisions thereto. In ihe event the Construction Budget exceeds the 
ROM Budget, City shall have the right to approve or disapprove any construction budget .or 
revisions in its reasonable judgment No such approval or disapproval shall be unreasonably 
withheld, delaye4 or conditioned. The most recently approved construction budget shall 
supersede all previously approved budgets. All City approvals with regard to budgets and 
updated budgets are required within five (5) days after request fromLandlo:r::d. 

d. Required Documentation of Costs. landlord shall provide City with 
copies of (i) all invoices received by Landlord from the Contractor in connection with the 
consttuction of the Leasehold Improvements, (ii) satisfactory evidence of payment of such 
invoices, and (iii) such additional supporting data substantiating the Contractor's: right to . 
payment as City may reasonably require, such as copies of reqUisitions from subcontractors and · 
material suppliers. 
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e. Progress Payments. After the Allowance has been exhausted in full and 
provided that the conditions set forth in Paragraph 4.e below with respect to documentation of 
costs have be.en met, City shall make monthly progress payments for the cost of the Leasehold 
Improvement Work. Funds will be 'disbursed by City on or about the tenth (1Oth) day of each 
month in amounts equal to ninety percent (90%) of the amount of costs associated with the 
Leasehold Improvement Work which City and Landlord have determined is owing to Contractor; 
provxded, howevet~ that such amount'shall not exceed ninety percent (90%) of the line item cost 
breakdown set forth. .in the approv~ construction budget for such items. At least ten (1 0) days 
before the date established for each progress payment, Landlord shall submit to City an itemized. 
application'for payment for work completed in accordance with the approved construction 
budget. Such applications may not include requests for payment of amounts Landlord· does not 
intend to pay to Contractor because of a dispute or otherwise. Landlord shall promptly apply all 
such payments from City to the payment of the invoice or invoices to which the payment relates. 
The remaining ten percent (1 0%) withheld by City as provided for above with respect to each 
disbursement request shall be paid by City promptly upon evidence to City that the work that is 
the subject of s:uch disbursement ryquest ha~ been completed. 

f. Allowance. City agrees that at least fifty percent (50%) of the per rentable 
square foot of the Allowance attributable to each phase/suite of the Premises shall be used for 
Leasehold Improvements for such phase/suite of the Premises .. Any portion of the Allowance not 
used for any phase/suite of the Pr~mises may used for any other phase/suite of the Premises; 
provided, however, that any portion of the Allowance and/ or Additional Construction Allowance 
not disbursed within twelve (12) months after the date that City is required to begin paying Base 
Rent for any such phase/suite of the Pre:n;llses shall be deemed forfeited. 

5. Substantial Completion. 

a. Construction Schedule. Landlord shall use its reasonable efforts to 
.. complete the Leasehold Improvement Work in accordance with the agreed upon Construction 

Schedule, as the same may be reasonably amended by Contractor from time to time. When 
construction progress so permits, but not less than fifteen (15) days in advance of completion, 
Landlord shall notify City of the approximate date on which the Leasehold Improvement Work 
will be substantially completed in accordance with the approved Construction Documents and 
the provisions hyreof. Landlord shall notify City when the Leasehold Improvement Work is in· 
fact Substantially Completed and the Premis.es are ready for occupancy by City, a:nd City or its 
representatives shall be permitted to accompany Landlord or its architect on an inspection of the 

. Premises on such date or other mutually agreeable date soon thereafter. 

b. Substantial Completion.· The Leasehold Improvements shall be deemed to 
be "Substantially Completed" for purposes hereof when (i) all necessary inspections required for 
occupancy of the Premises have been completed and signed off as approved by the appropriate 

·governmental authority(ies), (ii) fire alarm sign office has been obtained from the San Francisco 
Fire Department, and (iii) the Architect l'easonably determines and certifies in wtiting to City 
that the Leasehold Improvements·· have been Substantially Completed in accordance with the 
Construction Documents to the extent necessary to enable City to occupy the Premises arid to 
conduct its normal business operations therein without unreasonable impairment or interference, 
but subject to "punchlist" items, the completion oJwhich will not unreasonably interfere with 
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City's normal busin.ess operations therein. Notwithstanding the foregoing, in no event shall 
Landlord· be responsible for obtaining any govetnmental permits or approval~ required for any 
specific activities that City intends to unde1talce at the Premises. City shall not disapprove the 
Leasehold Improvements if there remain minor details that would not.interfere with City's use. 
Landlord shall diligently putsue to completion all such details. Notwithstanding the foregoing, 
City shall have the right to present to Landlqrd within thirty (30) days after acceptance of the 
Premises, or as soon thereafter as practicable but in no event later tQ.an an additional thirty (30) 
days, a written "punchlist" consisting of any items that have not been finished in accordance with 
tQ.e Construction Documents and the tenns of this Work Letter. Landlord shall promptly 
complete all defective or incomplete items identi:qed in such punchlist, and in any event as soon 
as reasonable possible (with the goal being to complete such items within thirty (3 0) days after . 
Landlord's receipt of the punchlist). City's failure to include any item on such list shall not alter 
Landlord's responsibility hereunder to complete all Leasehold Improvement Work in accordance 
with tl,le Construction Documents and the provisions hereof; nor constitute a waiver of any l.atent 
defects. Tenant shall have one year after Substantial Completion of each portion of the Premises 
within which to notifY Landlord of any such construction def~ct discovered by Tenant in such 
portion of the Premises, and Landlord shall request that the Contractor remedy any such 
construction defect as soon as reasonably possible thereafter (with the goal being to remedy such 
defect within thirty (30) days after Lat).dlord's receipt of notice of such defect). 

6. Delays in Construction. 

a. Unavoidable Delays.· For purposes hereof, "Unavoidable Delays" shall 
mean any delays by reason of acts of God, a~cidents, breakage; repairs, strikes, lockouts, other 
labor disputes, inability to obtain labor or materials after using diligent and·timely efforts, enemy 
action, civil commotion, protests, riots, demonstrations, or by any other reason without fault and 
beyond the reasonable control of the party obligated to perform. In the event of any such delay, 
the party affected by such delay shall give ptompt written notice to the other of the occurrence of 
such event and the projected delay in performance, and thereafter shall keep the other party · 
regularly infonn~d of the status of such Unavoidable Delay. 

b. Tenant Delays. Subject to any Unavoidable Delay, City shall be 
responsible fot any actual and reasonable delay in the constructiqn 0fthe Leasehold 
Improvements due to the extent any of the following (colleptively, "Tenant Delays"): (i) 'a delay 
in granting its reasomi.ble approval of plans and specifications (beyond the period granted 
therefor or, if no period is provided, a reasonable period) and/or any delay in obtaining in permits 
or other required City approvals , (ii) City Change Orders to the Construction Documents, 
provided such delay shall be limited to the n~ber of days consented tci by City, (iii) City's 
delay in granting its reasonable approv.al of any costs to be included in the Allowance (beyond 
the pe#od granted therefor) and/or any delay in payment by the City of any such amoun~s owed 
,by City, (iv) any delays caused by City's failure to install its Telephone and Data equipment 
pursuant to the Construction Schedule, (v) City's request for materials, finishes or installations 
requiring unusually long lead times, (vi) City's delay in providing information critical to the 
normal progression of Leasehold Improvements, and/or (vii) any other act or omission by City or 
its agents or invitees (or persons employed by any of such persons). Such Tenant Delays in the 
subst!llitial completion of construction of the Leasehold Improvement Work shall extend the date 
of the Esti:tnated Commencement Date for the Phase I Premises and for each, Estimate<:f. Phase ii 
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Conunencement Date hereunder, as applicable. Notwithstanding the foregoing, City shall be 
re~ponsible and the date for Substantial Completion shall be extended only to the extent any 
delays are actually and directly caused by Tenant Delays .. 

7. General Provisions. 

a. . Notices .. Except as may be otherwise specifically provided. herein, any 
notice given under this Work Letter shall be in writing and given by delivering !he notice in 
person, by commercial courier or by sending it by first claSs mail, certified mail with a return 
receipt reques~ed, or Express Mail, return receipt requested, with postage prepaid, and addressed 
to the parties as follows: 

City: 

Landlord: 

Real Estate Division 
25 Van Ness Avenue, Suite 400 
San Francisco, CA 94102 
Attn: Director of Propt:riY 

At the address provided for Lan~lord in the 
. Lease. 

·--------~------------

or such other address as a party may designate to the others as its new address for such p}ll1Jose 
by notice given to the others in accordance with the provisions of this para~aph. Any notice 
hereunder shall be deemed to have been given and received two (2) days after the date when it is 

· mailed if sent by first chiss, certified mail, one day after the date when it is mailed if sent by 
overnight courier, or upon the date personal delivery is made. Neither party may give official or 
binding notice by facsimile. · · 

. b. . Landlord's Duty to Notify City. Landlord sha:ll promptly notify City in 
writing of (i) any written communication that Landlord may receive from any governmental, 
judicial or legal authority, giving notice of any claim or assertion that the Property, Building or 
Leasehold Improvements fail in any respect to comply with .applicable laws, rules and 
:regulations; (ii) any known material adverse change in the physical condition of the Property, 
including, without limitation, any damage suffered as a result of earthquakes; and (iii) any 
lrnown d~fault by the C9ntractor or any subcontractor or material supplier, or any known 
material adverse change in the fmancial condition or business operations of any of them. 

c. Prevailing Wages for Constt.uction Wo:rk. Landlord agrees that any 
person performing labor in the construction of the Leasehold Improvements which Landlord is 
obligated to provide imder this Work Letter 'shall be paid not less than the highest prevailing rate 
of wages and that Landlord shall include, in any contract for construction of the Leasehold · 
Improvements, a .requirement that all persons performing labor "Qnder such contract shall be paid 
not less than the highest prevailing rate of wages for the labor so performed. Landlord further 
agrees that, as to the construction of the Leasehold Improvements under this Work Letter, 
Landlord shall comply with all the provisions of subsection (b) of San Francisco Charter Section 
A7.204 and Section 6.22(E) of the San Francisco Administrative Code. 
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d. . Tropical Hardwood and Virgin Redwood Ban. Except as expressly 
pennitted by the application of Sections 802(b) and 803(b) of 'the San Francisco Enviromnent · 
Code, neither Landlord nor any of its contractors shall prov~de any items to City in the 
construction of the Leasehold I:tnprovements or otherwise in the performance of this Lease which 
are tropical. hardwood, tropical hardwood wood products, virgin redwood, or virgin redwood 
wood prqducts. · 

. The City and County of San Francisco utges companies not to import, 
purchase~ obtain or use for any purpose, any tropical hardwood; tropical hardwood p~oduct, 
virgin redwood, or virgin redwood wood products. 

In the event Landlord fails to comply in good faith with any of the 
provisions of Chapter 8 of the San Francisco Environment Code, Landlord shall be liable to City 
for any damages e:xpressly·mandated 'by ~aw. Landlord acknowledges and agrees that the · 

.liquidated damages assessed shall be payable to the City and County of San Francisco upon 
demand if there is breach of forgoing obligation by Landlord and may be set off against ~y 
monies due to Landlord.from any contract with the City and County of San Francisco. 

. e. Days. Unless otherwise provided herein, all p·eriods ·specified by a 
number o.f days shall refer to business days. Saturdays, Sundays and l'ecognized City holidays 
shall not constitute business days. · 

. . 
f. Approvals. Landlord un4erstands and agrees that City is entering ln.to this 

Work Letter in its proprietary capacity and not as a regulatory agency with certain police powers. 
Notwithstanding anything to the contrary herein, no approval by City of the plans for the 
Leasehold hnprovements (including the Design Development Documents or Construction 
Documents), completion of the Leasehold Improvenie:p.t'Work nor any other approvals by.City 
hereunder shall be deemed to constitute approval of any govermnental or regulatory authority 
with jurisdiction over the Premises. All approvals or other determinations of City as tenant 
hereunder may be made by City's Director of Property' unless otherwise specified herein. 

8. T:ime ofthe Essence. Time is of the essence with respect to all provisions of this 
Work Lett~r in which a definit<;J time fo,r perfonnance is specified, inclu9ing, without limitation, 
the date for Substantial_ Completion. 
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EXHIBITF 

SUBORDINATION, NON~DISTURBANCE AND ATTORNMENT AGREEMENT 

Sl.JBORDlNATWN; NON-nXSTIJRBANCE 

A$ ATTORNMlJ:NT AGREJ.t:M)!;NT 

·nus SuBORDINATION, }:TON~DJSTtJ.RBANCE AND ATTORNMeNT 
AGREEMENT (t]lis "Agl!ee~nenf1) is made all of this day of_ -__..;.-.---,;-----> 

·*0~ whieh date shall be fP.e effective· date of this Agreement, b~tw~en 
a. · (11Tenant'1) and BANK 

Oli' AMERIC~ N.A., a nation~l banking association, a ·wholly owned subsidiary . of 
Bank.Ameriof.l. Corporation; and having its_principal offices ill'Charlotte1 North Carolina (together 
With its !!Uccessors and/or assigns, "'..(:.eb.(Je:r"). · 

· Tenant is the le~:see under the lease desc.rib~d in Exhibit A attached hereto (as the same 
mu.y P:Pm ti.me to time be assigned, subleased, renew~ extended, amended, modified or 

· supplement~ cQllective1y thi' F'Lease'1). 

Lender has previously tnade or is ab9ut to make a loan to 
~ . m b 

successor lllldlor assigns with ~spect to ihe landlord's interest under .tho Lease eLmdlord"), 
evidenced by a promissory nu\11 in th" orlgil;J.nl .principal amount of approximately 

· $ exeeuted 'Qy L&ndlord and pay~blc to· Lender and secured by a flrst prlo~ty 
deed. of trust, mortgage or deed to secure debt on ce:rtain re~l and personal property and 
improvement!! (the ~'Premises''). recorded or to be recorded in lhe appropriate rc;cords of 

72534366!.6 

______ County, (the ''Mortgage"). 

. Lender has requested Tenant to con:fir.tn the fact that the tease is subject and subordinate 
to the Mortgage. 

TeJ:i.an.t is willing to .confirm the subordination of the ~ease, provided it obtains asSilra,nce 
from Lender that its possos~>ion of the premises demised under the Lease (the ''Demised 
Pr.em.:ises"), which Demised Premi!le'B is ~U or a portion of the Premises, and its righ1 to ulie any 
common arel\S will rtot l!e disturbed by reason of or in the evem of the foreclosure of 1he 
Mortga~~ · 

Lender is willin~ to give such assurance. 

NOW, THEREFORE1. for .and in coil!'lderation ofthe mutual agreements herein contained 
and other .!iood and valuable consideration, the parties hereto do hereby mrttua).Iy covenau.t and 
tigtee BS follows: · 
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1. Tenant hereby suboxdi.na.tes the Lease and ·all t~nns ap.d conditions ~ontained therein and 
ail rights, options, Hens and qharges crea1ed thereby to the Mortgage and the lien thereof, · 
and to ·an present or futur~.t advances under the obligations secured thereby and to all 
renewals, eittensiooo, amendments, modifications and/or supplements of same, to the full 
extent of allatnoun;ts secured thereby from time to time. 

2. So long as no event of default on the part of Tenant under the Lease aball exiat which 
would entitle Lan.\fiord to terminate the Lease, or if such an event of default shall ~xist, so 
long as Tenant's time to cure the default shall not have expired, the term ()f the Lease 
shall not be terminated ~;>r modifie1:l iri. any respect wha~oever and Tenant's light of: 
posses!<ion to .ilie Demised Premises arid its rights in and to any cornm.on areas and its 
other rights. arising Q.ut of the Lease will all be fully recognized and protected by Lender . . .. 
and shall not be disturbe~ c!lhceled, terminated or otherwise affected by reason of the 
Mortgage or.auy action or proceedir).g in11tituted by Le.n!lvr to foreclose the Mortgage, or 
any extensiQn, renewal; consolidatiqn or repl~ent'<tlt of sm:ti~, irrespective Of whether 
Tenant shall have been joined in any action o·r pwceeding. 

3. 1n the event th~t Lender 1akes possession of the Premises, either as the result of, 
foreclosure of the Moltgage or accepting a deed to the Pre~ises in lieu of foreclosure, or 
otherwise, or the Premises shall be j;lurchased at such a foreclosure by a third party,. 
Tenant shall attorn to Lender or such third party and recognize Lender or such third party 
as its l!Uldloql. undor tho LeMe, and Lender or such third party will recognize and ~t 
Tenant as its tenant thereunder, whereupon, the Lease shall con~ue in full force and 
effect as a direct le(ISe between Lender or such third party and Tenant for the full term 
thereof. together with all extensions .tmd renewals thereof. and Lender or such third party 
shall thereafter assume and perform all of Landlord's obligations, as Landlord under the 
L~ase -with the same force and effect as if Lender or such third party were original1Y 
named therein as Landlord; provided, however, that Lender or such third party shall hot 
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(a) · liable for any act or omission of any p~or landlord (including Landlord), 
except to the extent Lender was ·furnished notice and opportunity to cure 
the same in accordance with the proviaipns pf this Agreement prior to 
taking possession of ~ch Premises; Qt. · 

(b) subject to any offset;:; or defenses which Tenant might have again~t any 
prior landlord (including Landlord), except to the extent L~er was 

(c) 

(d) 

. fumishednotice ~d opportunity to cure the same in accordance with the 
provisions .of this Agreement pr:ior to :taking possession of such Premises; · 
or 

bol).D.d by any rent or additional rent which Tenant might have paid for 
· · more than .one (1) month in advance to any priOJ; landlord (including 

Lfl):liilord); or 

bound by any amen.dlJ1eut or modification of ihe Loase not consented to in 
wr~lil:!g ·by Lender. · 
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Notwfthstan.ding anything to the contrary in this Agreement or lillfe.rwise, in the evepf 
Lender or a third party takes possession of the Premises as provided fn paragraph 3 
above, the liability of Lender or ·such third party under the Lease shall i:Je limited to 
Lender's or such thitd pru:ty's, as the Case may be, interest in, the !?remises, and upon any 
assignment or other lransft:Jr of Lender's or such third-part}''·s futer¢St ln the Premises, 
Len~er or such third piJ.:r!Y, as applicable, shall be discharged and released from any 
obligation or: liability under the Lease arising or accruing after the date of such 
assignmel)t or transfer. 

4. Tenant agre\iS not to subordinate the Lease to lU?Y other lien or .enct!JPbrtince which 
(i) affects the Premises under the Lelll!ej or any part th!'}reof, or (ii) is junior to the 
Mortgage, witho'!lt- the express written consent of Lender. and any suclf su boriiination or 
~y such attempted subordination-o~ ~greement ·to subord.mat<;: :without auoh consent of · 
Lender, shall· be void and of no force and effect. 

5. · Tenl!llt agtees to provide copies of all notices given .Landlprd 1lnaer the Lease to Lender 
at the followi~g address! · 

Lender: Bank of Amerfc~ N.A. 
Capital Markets Servicing Group 
900 West Trarle Stre:et, Suite 650 
Mail Code: NC1~026-06~01 
Charlotte, NC 28~55 
Telephone: (866) 531-0957 
Facsimile: (704) 317-45.01 

or to ~uch other address as Lenper shalJ designate in writing; and aU such notices shall be ~ 
writin~ !llld shall be considered as properly given if (i) mailed to the addressee by frrst cl~:Ws 
United Stafus mail, postage prepaid~ regiStered or certified with retw:n receipt requested, (ii) by 
delivering sam.e in person to the ad(lressee, or (iii) by delivery to a third; PIU1Y commercial 
~elivery service for 'same day or next day delivery to fue office of the addressee with proof of 
delivery; any notice so giVen shall be effective, as applicable1 upon (a) the third (3rd) day 
following the day such notice is deposited with the United SWes mail, (b) delivery to the 
addressee, or (c) upou delivery to such third party delivery service; atJd any notice giVen in any 
oth.er manner shall be .effective only if and when received by the addrcsaoc. ·· ·· 

6. 
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In the even~ Landlord shall fail to perfonn or observe any of the tonns, conditions or 
agreements in the ·Lease, Ten·ant shall give written notice thereof to lAnder llO.d Lender 
shall bl\.Ve the right (but not the obligation) to cure such default Tentmt shan not !:;ike 
~y acti(}n w.ith respect to ~uch default under the Lease (including witholJ.t limitation any 
action m order to tenninate, rescind or avoid the !,ease or to withhold any .rent or other 
n;wnetary obligations therc:und~r) for a period of thirty (30) days f91lowing receipt of 
such written ll.Otioe by Lender; provided, howev!'lt, that i1;1 fue case of any default Which 
cannpt with diligence be cured wHhin such thirty (30) day peri.od, if Lender shall proceed 
promptly to cU:re such defaclt and thereafter prosecute the cuting of su~h default wit)l. 
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diligent~ and continuity, then the time within which such default may be cured shall be 
ex,t~nded for sucb period as may be necessary to complete the curing of such default with 
diligence and continuity, · · 

7. Nothing contained in this Agreenrent ~:~hall in any way impair or af:f~t;:t the lien created bY 
the Mortgage, ex'Cept as specifically set forth h~rein, 

8, · !his Agreement f!hall be binding upon and inure to the benefit of the parties hereto ~d 
· their tespective successors and assigns; provided, however, that :in the event of the 
aasignmen~ or transfer of the interest of Lender to a party that as!lumes Lender's . 
obligations and liabilities hereunder, all obligatiorls ang, liabilities of Lender under this 
Agreement shall terminate, and thereupon all such obligations and liabilities shall be the 
respo!lSibiHty of t;he party to whom Lender's interest is assigned or transferred. 

9. · In tho e'II'Qnt of any litigation or other l~al proceeding arising between the 'pllrlies to this · 
Agreement, Whether relating to the enfortemei;it of a party's rights under this Agreement 
or otherwise1 the p:revailing party shall b~ entitled to receiVQ its .reasonable attorney's fees 
and costs of 'suit from the non~prevailhlg party in (lUcl;J. amount as the co'i.ut shall 
detemrlne, 

·[NO FlJRTHER TEXT ON TillS PAGE) 

. ,. 
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TEN ANI': 

WITNESS/ATIEST: . 

WITNESS/ATTEST,: ~Y···~ ----------------------~ 

Nmne:.~----~------~----------
Title!. _____________ _ 

W;tTNESS/ATTEST: . LBNQER: 

DANK OJ<' A.l\1ERICA, N.A., a national 

banking asso9iation, 

WITNESS/A'ITEST: 

By:~------------
Name:. ______________________ __ 

Title: _________________ _ 
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STATE OF 
~------

COUNTY OF 
--~--~ 

I, _________ __, a Notazy Public of the County and Stfl,te aforesaid, 
certifY that , persona1ly oame befuro tne . this day and 
acknowledged 1hat. (s)he is· a of 

the of 
· that executed the 

foregoing instrument, and aQkQ.owledged to me that the sa,me was the act of the said 
· and that (s)he executed the. same as th~;~ act of such.-:----,----

for the purposes and consideration. therein e-xpressed IUld in. the capacity therein. stated. 

20_. 
'\VITNBSS my h_and and official stamp or seal, this __ day of ______ ._J 

Notary Public 

My Co:annlssion Expir~;~s: 

(Notary Seal) 

EilibitF- 6 
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STATE OF-------:---

COUNTY OF _______ ~ 

. !, a Notary Public of the County and State afor~sai~, 
certifY .that persona1ly came before me this day- and 
acknowledged th~t (s)ne is a . of B~ of America, N.A., a national 
ba$ng ~sociation, that cx?Cutad the fur&going iusftuincnt, and a.ckrto~tledged to me that the 

·same· was the Mt of the said association, and that (s)hce executed the same as the f\Ct of such 
association for the purposes and consjdeJ;ation therein expressed, and in the capacity therein 

. stated. 

WITNESS my hand and official stamp or seal, this __ day of ____ _, 20_. -: 

No~ry PUblic 

My t~om:rn.is!lion Expires: 

(Notary Seal) 

725343661,6 
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}JJXHIDI'I'b, 

LEASE 

'rhat cert.ain_~------------.-J dated.as of ____ ~ _ _, 
by and between • aa · t~nant, and 
~-----c:---::------.....:.._ ____ __,______, a,s la.ndlo:rd, ifilating to the Premises generally · 
descrlbed as 

:as · aasigned, subleased, renewed,. 
extended, .amend~d, modified or supplement!3d fuim time to time. 

ExhibitF- 8 
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EXHIBITG 

MARKET RENT DETERMINATION 

When detennining Market Rent, the following rules and instructions shall be follovyed. 

PART ONE. DEFINITION AND CALCULATION 

1. Relevant Factors. The "Market Rent", as used in this Lease, shall be derived 
from an analysis (as such derivation and analysis are ·set ·forth in this Exhibit G) of the 
"Equivalent Lease Rates," of the ''Comparable Transactions." The MatketRent shall be equal to 
the annual rent per rentable square foot as would be applicable· on the commencement of the 
Extension. Tenn at which tenants are, pursuant to transactions con·summated within th13 twelve 
(12) month period immediately preceding the first day of the Extension Term (provided that 
timing adjustments shall be made to reflect any perceived ~hanges which will occur in the 
Market Rent following the date of any particular Comparable Transaction up to the date of the 
cornmenc_ement of the Extension Tenn) leasing non-sublease, non-encumbered, non~equity space 

·comparable in size, location and quality to the Premises, for a comparable temi, in an arm's­
length transaction, which comparable space is located in the "Comparable Buildings", as that 
t~rm is defined in Section 2 of this Part One (transactions satisfying the foregoing criteria shall 

· 1:Je known as the "Comparable Transactions"). The tenns of the Comparable Transactions shall 
. be calculated as an Equivalent Lease Rate pursuant to the terms of this Exhibit G and shall take 
into consideration only the following terms and concessions: (i) the rental rate and escalations 
for the Comparable Transactions, (ii) the expenses paid directly by the tenant, (iii) the amount of 
parking rent per parking permit paid in the Comparable Transactions, (iv) the standard of 
measurement by which. the rentable square footage is measured and the ratio of rentable ·square 
feet to usable square feet, (v) operating expense and tax escalation protection granted in such 
Comparable Transactions such as a base y~ar -or expense· stop; (vi) tenant improvements or 
allowances provided or to be provid~d for such comparable space, taking into acvount the value 
of the existing improvements, if any, in the Premises and/or improvement allowances granted to 
City, such value of existing improvements to be based upon the age, quality and layout of the 
improvements and the extent to which the same could be utilized by general office users (as 
contrasted to City), and (vii) rental abatement concessions, if any, being granted such tenants in 
connection with such comparable space; provided, however, that no consideration shall be given 
any period of rental abatement, if any, granted to tenants in Comparable Transactions in 
conn~ction with the design, permitting and constmction of tenant improvements in such. 
comparable spaces. The Market Rent shall include adjustments to the rental nite for the 
Premises, to the extent deemed proper by the Landlord or, if applicable, the arbitrator 
establishing Market Rent pursuant to Part Two below, based on the views from the Premises as 

· compared to the views from the comparable space. · 

2. Comparable Buildings. For purposes of this Lease, the tenn <(Comparable 
Buildings» shall mean the Building and those certain other similarly sized and otherwise 
comparable Class A, multi-tenant office buildings located in the area bounded by 23rd Street to 
the south, I-280 to the east, and Bryant to the west and north (the "Market Area"). 
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3. . Methodology for Reviewing and Comparing the Comparable Transactions. 
In order to analyze fue Comparable Transactions based on the factors to be considered in 
calculating Market Rent, and given that the .Comparable Transactions may vary in tenns of 
length or term, rental rate, concessions,. etc., equitable and ·reasonable steps shall be taken into 
consideration to "adjust» the objective data fi:om each of fue Comparable Transactions to 
determine an "Equivalent Lease Rate'' for each of the Comparable Transactions which will allow 
for an "apples to apples" comparison of the Comparable Transactions. 

PARTTWO. ARBITRATION 

1. If City timely disputes the Option Rent set forth in Landlord's proposed Option 
Rent Notice, and thereafter Landlord and City fail to reach agreement as to the Option Rent by 
the. Outside Agreement Date, as defined in Section 3.4(d) of the Lease; then each party shall 
thereafter make a separate dete:tmination of the Option Rent, within ten . (1 0) business days 
following the Outside Agreement Date, and such determinations shall be submitted to arbitration 
in accordance wifu Section 2 ofthis Part Two below. 

2. Landlord and City shall each appoint one arbitrato~ who shall by profession be a 
MAl appraiser, real estate broke:~; or real estate lawyer who shall have been active over the ten 
(1 0) year period ending on fue date of such appointment in the appraising and/o~ leasing of Class 
A office properties in the Market Area, and who shall have prior experience in fair mruket rental 
proceedings/arbitrations. The determination of the arbitrators shall be litnited solely to the issue 
aiea of whether Landlord's or City's submitted Option Rent is the closest to th~ actUal Option 
Rent as determined by the arbitrators, taking into account the requirements of this Exhibit G. 
Each such arbitrator shall be appointed within fifteen (15) days after the Outside Agreement 
Date. Landlord and City may consult with their selected arbitni.tors prior to appointment and 
may sel~ct an arbitrator who is favorable to their respective positions (i:q.cluding an arbitrator 
who has previously represented Landlord and/or City, as applicable). The arbitrators so selected 
by Landlord and City shall be de.emed "Advocate Arbitrators.;' · 

2.1 The two Advocate Arbitrators so appointe~ shall be specifically requi.t;ed 
pursuant to ari engagement letter within ten (1 0) days of the date of the appointment of the last 
appointed Advoc·ate Arbitrator to agree upon and appoint a third arbitrat~:>r ("Neutral Arbitrator") 
who shall be qualified under the same criteria set forth hereinabove for qualification of the two 
Advocate Arbitrators except that (i) neither ih.e Landlord or City or either parties' Advocate 
Arbitrator may, directly or indirectly, consult with the Neutral Arbitrator prior or subsequent to 
his or b,er appearance, and (ii) the Neutral Arbitrator cannot be someone who has represented 
Landlord and/or City during the :five (5) year period prior to such appointment. The Neutral 
Arbitrator shall be retained via an engagement letter jointly prepared by Landlord's counsel and 
City's counsel. 

2.2 Within ten (10) d~ys following the appointment of the Neutral Arbitrator, 
Landlord and City shall enter into an arbitration agreement (the "Arbitration Agreement") which 
shall set forth the following: 

Exhibit G - 2 · 
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2·.2:1 Each of Landlord's and City's best and final and binding 
determination of the Option Rent exchanged by the parties pursuant to Section 1 above; 

. . 2.2.2 An agreement ·to be signed by th~ Neutral Arbitra~9r, the form of 
which agreement shall be attached as an exhibit to the Arbitration Agreement, whereby the 
Neutral Arbitrator shall agree to undertake the arbitration and render a decision in accordance 
with the tel'fl?.S of this Lease, as modified by the Arbitration Agreement, and shall· requite the 
Neutral Arbitrator to demonstrate to the reasonable satisfaction of the parties that the Neutral 
Arbitrator has no conflicts o:f interest with either Landlord .or City; 

2.2.3 Instructions to be followed by the Neutrai Arbitrator . when 
conducting such arbitration; 

2.2.4 That Landlord and City shall each have the right to submit to the 
Neutral Arbitrator (with· a copy to the other party), on or before the date that occurs fifteen'(15) 
business days following the appointment of the Neutral i\.rbitrat,qt, an· advocate statement (and 
any other information such patty deems relevant) prepared by or on behalf of Landlord or City, 
as ihe case may be, in support of Landlord's or City's respective determinatiqn of Option Rent 
(the "Briefs"); 

2.2.5 That within ten (10) business days following the exchange of 
Briefs, Landlord and City shall each have the right to provide the Neutral Arbitrator (with a copy 
to the· other party) with a written rebuttal to the other party's Brief (the "First Rebuttals')); 
provided, however, such First Rebuttals shall be limited to the facts and arguments raised in the 
.other party's Brief and shall identify clearly which argument or fact of the other party's Brief is 
intended to be rebutted; 

2.2.6 The date, time and location of the .arbitration, which shall be 
mutually and reasonably agreed upon by Landlord and City, taking into consider~tion the 
schedules of the Neutral Arbitrator, the Advocate Arbitrators, Landlord and City, and each 
party's applicable consultan~s, which date shall in any event be within forty-five (45) days 
following the appointment of the Neutral Arbitrator; 

2.2. 7 That no discoveq shall take place in cobnection with the 
arbitration, other ihan to verify the factual information that is presented by Landlord or City; 

2.2.8 That the Neutral Arbitrator shall not be allowed to undertake an 
independent investigation or consider any factual iilfowation other than presented by Landlord 
or City, except that the Neutral Arbitrator shall be peimitted to visit the Project and the buildings 
containing the Comparable Transactions; 

2.2.9 The specific persons that shall be allowed to attend the arbitration; 

2.2.10 City shall have the right to present oral arguments to the Neutral 
Arbitrator at the arbitration for a peri<;>d of time not to exceed two (2)' hours ("City's Initial 
Statement"); 
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2.2.11 Fallowing City's Initial Statement, Landlord shall have the right to 
.Present oral arguments to the Neutral Arbitrator at the arbitration for a period of time not to 
exceed two (2) hours ("Landlord's Initial Statement"); · · 

2.2.12 Following Landlord,'s Initial Statement, City shall have up to one 
(1) additional hour to present additional arguments and/or to rebut the argum'ents of Landlord 
("City's Rebuttal Statement"); 

2.2.13 Following City's Rebuttal Statement, Landlord shall have up to 
one (1) additional hour to present additional arguments and/or to rebut the arguments of City 
(''Landlord's Rebuttal Statement"); · 

2.2.14 That, not later fuan ten (10) days after the date ofthe arbitration, 
the Neutral Arbitrator shall render a decision (the "Ruling'') indicating-whether Landlord's or 
City's S'!Jbmitted Option Rent i~ closer to the Option Rent; 

2.2.15 That following notification of the Ruling, Landlord's or City's 
submitted Option Rent detennination, whlchever is selected by the Neutral Arbitrator as being 
closer to the Option Rent shall become the then applicable Option Rent; and 

. . 

Landlord and City. 
2.2.~6 That the decision .of the Neutral Arbitrator shall be binding on 

Jf a date by which an event.' described in this Section i al;>Ove, is to occur falls on a 
weekend or a holiday, the date shall bt; deemed to be the next business day. 

23 In the event that fue Option Rent shall not have been deternrined pursuant 
to the terms hereof prior to the commencement of the Extension Term, City 'shall be required to 
pay the Option Rent, initially provided by Landlord to City, and upon the final detennination of 
the Option Rent, the payments niade by City shall be reconciled with the ~ctual amounts due, and 
the appropriate party shall make any correspo~ding payment to the other party. 
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EXHJBITH 

STANDARl)S FOR JANITORIAL SERVICE 

COMMON AREA MINIMUM SCOPE OF WORK 
The following Mini.m:um Scope of Work is intended to define and describe the requirements for 
Janitorial Services for the Building's Common Areas to be provided by Landlord at Landlord's 
cost at 350 Rhode Island Street~ North. 

. I. MAIN FLOOR LOBBY and PuBLIC CORRIDORS ~ General Specifications 
A. Nightly S~rvices (Monday- Friday), except City holidays 

1. Spot clean all glass including low partitions and the corridor side of all windows and 
glass. P,oors 

2. Spot clean all brightwork including, guard's desk, security monitors, swinging door 
hardware, kick .plates, base partition tops, .handrails, waste paper receptacles, planters, 
elevator call button plates, hose cabinets and visible hardware on the corridor side of the 

· tenant entry doors 
3. Mop and/ or vacuum lobby floors. 
4. Empty, clean and sanitize all waste paper baskets and refuse receptacles as required. 
5. Vacuum aU carpets 

B. Weekly Service (Once pel' week) 
1. Thoroughly clean all door saddles of dirt and debris 
2. Spot clean and dust the directory board glass, signage, art, benches and ledges, as 

required · 

C. Quarterly Services (Once per quarter) 
1. Scrub and buff to a high luster Building lobby flooring. 

II. PAS SENGER ELEVATOR- General Specifications 
A Nightly Service (Monday~ Friday), except City holidays 

i. Spot clean cab walls and interior door 
2. Spot clean the outside surfaces _of all elevator doors and frames 
3. Clean all cab floors thoroughly. Edge thoroughly 

B. Weekly Services (Once per week) 
1. Thoroughly clean the entire interior and exterior surfaces of all doors and frames 

C. Semimonthly Services (Twice per month) 
1. Thoroughly clean all elevator thresholds 

D. Quarterly Services (Once per quarter) 
1. Wipe clean elevator cab lamps 

E. Annual Services (Once per year) 
1. Wipe clean entire cab ceiling 

III. BUILDING EXTERIOR and GROUNDS SERVICES- General Specifications 
A. Daily Services (Monday- Friday), except City holidays 

Exhibit H - 1 . 
725343661.6 



1. Spot clean accumulations of dirt, paper and leaves in all comer areas where winds cause 
debris to collect 

2. Spot clean all exterior glass doors at ihe building entrances 

B. Three Times Per Week Services 
1. Lift nap on all entry walk -off mats with a heavy bristle brush and vacuum, as necessary 
2. Sweep sidewalk, stairs and remove all gum as required or as directed 

C. · Monthly Service (Once per monih) . 
1. Power wash sidewalk around perimeter ofihe building 

n: Seilli-annual Services Wash all exterior windows including glass, ledges and window frames 
· to be wiped clean and dry · 
E. Annual Sezyice 

1. Wash interior side of exterior windows in ihe Prenlises 

IV. COMMON AREA RESTROOM SERVICE- General Specifications 
A. Daily Services (Monday- Friday), except City holidays 

1. Re-stock all restrooms including paper towels, toilet tissue, seat covers and hand soap, as 
required. · 

2. Re-stock all sanitary napkin and tampon dispensers from the contractor's supplies, as 
required. Monies collected from the coin dispensing machines are the sole responsibility 
of the Contractor. · 

3. Wash and polish all mirrors, dispensers, faucets, flushometers, and brightwork with a 
non-scratch disinfectant cleaner. · 

4. Wash and sacltize all toilets, toilet seats, urinals, and sinks with a non-scratch disinfectant 
cleaner. Wipe all sinks dry. 

5. Remove stains and scrub toilets, urinals, and sinks as required. . 
6. Mop all restroom floors with disinfectant, gmmioidal cleaners. Scrub all baseboards, 

inside comers ?J}d hard to reach areas. . 
7. Empty and sanitize all sanitary napkin and tampon waste receptacles. 
8. Remove all restroom trash. 
9. Spot clean :fingetprints, marks, and graffiti from walls, partitions, doors, glass, aluminum 

and light switches as required. · 

B. Semimonthly Services (Twice per month) 

1. Dust all low and high reach areas, including bufnot limited to, structural ledges, mirror 
tops, partition tops and edges, air conditioning diffusers and return air grilles. 

2. Wipe and clean all walls, metal partitions, and privacy screens. J;>artitions should be left 
clean and not streaked after this work is performed. · 

C. Monthly Services (Once pel' mop.th) 

1. Clean all ventilation grilles 

· D. Quarterly Services (Once per quarter) 
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1. Thoroughly clean and strip permanent sealer and reseal all ceramic/CT tile floors using 
approved sealers 

2. Dust all doorjambs 

E. Consumable Supplies 
1. Landlord shall supply all consumable supplies required including paper towels, toilet 

tissue, hand soap, sanitary disposal bags, plastic trash bags, compostable trash bags, toilet 
seat covers, cleaning products and/or supplies, batteries; etc. 

V. DAY PORTER SERVICES -Daily Services (Monday~ Friday) 
A qualified day porter. Worlchours to be: from 7:00am to 3:00pm and Monday through Friday 
(with a lunch break), except City. holidays. Day Porter shall work under the supervision of the 
Building Manager for 350 Rhode Island Street- North and may be asked to perform duties not 
specifically described herein, but which may be considered a part of the Day Porters' general 
responsibilities as customary for a first class San Francisco office building. 'The daily duties of 
the Day Porter shall be, but not be limited to, the following: 
A. Entrance Lobby and Exterior Perimeter Area 
The lobby and exterior sidewalk and peri:cyteter areas are to be kept clean and neat at all times. 
Day Porter is expected to perlorm the following minimum cleaning operations, as required. 

1. Clean or spot clean floors and carpet runners as necessary 
2. Clean or spot clean all metal, stone or other hard surfaces, including the security guard 

station daily as necessary 
3. Wipe and clean glass doors twice daily and as necessa:ty 
4. Empty garbage receptacles as necessary 
5. Remove graffiti from the exterior of the bll;ilding and all street furniture, including 

planters as neces.sary or as requested. 
6. Remove gum and foreign matter from the sidewalks and tree containers surrounding the 

building each day and a:s required or directed by the Building Manager 
7, Hose down sidewalk around the perimeter of the buildmg, as necessary 

B. Elevators · 
1. Keep freight elevator broom clean daily and as needed 

C. Restrooms 
1. Check and confirm night crew cleaned and re-stocked each bathroom 
2. Spot clean all bathrooms each day. Restock restroom supplies ~s required. 
3. Fill soap, paper towel, seat cover and toilet tissue dispensers as required. 
4. Report all mechanical and plumbing problems and other deficiencies to the Building 

Manager (e.g., leaky faucets, malfunctioning urinals or toilets, etc.). 
5. Spot clean all mirrors, powder shelves and lavatory tops. Minors should be wiped clean 

to remove all spots and streaks. 
6. Empty paper towel waste recept~cles daily and as needed or requested. 

D. Public Areas 

1. Stairwells -Police and keep in clean condition. -sweep, dust, hand wipe as necessary and 
as requested. 
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2. Publ~c Corridors ~ Vacuum and keep in clean condition as necessary and as requested 
3. Assist in changing interior lamps and light bulbs throughout the building as required 
4. Spot clean lobby signage and building directories and all other appropriate glass 

enclosures. . 
5. In the 9th floor public areas, empty trash cans daily, police area and planters for debris 

and maintain in clean condition. Vacuum as needed. 

E. Building Service Areas 
1. Lay down and remove lobby runners during inclement weather, as necessmy and as 

requested. 
2. Assist in replacing lamps and light bulbs throughout the Building as required; clean 

diffusers and grilles when relamping. 
3. Assist in recycling lamps and light bulbs, ballasts, chemicals, electronics by putting them· 

in designated areas for recycling these products in the Building. 
· 4. Keep recycling area and bins clean and areQ. swept 

PREMISES SCOPE OF WORK 

The following Scope of Work is intended to describe and outline the initial requirements for 
Janitorial Services for the interior Premises to be provided by Landlord at Landlm:d, s cost (as 
part of Operating Costs). · · . 

. I. SERVICES FORT~ PREMISES (Monday- Friday after 7:00pm) 

A. Nightly Services 

1. Secure all lights as soon as possible each night 
2. Vacuum high traffic areas and as needed. Move electric cords to prevent damage to the 

corner bead. · 
3. Spot clean stains on carpet . 
4.. Dust all desktops and office furniture wt,th dust cloths. Papers and folders on the desktop 

are not to be moved ; 
5. Wipe and clean all tables, counters, and desktops. 
6. Empty all waste paper baskets and other trash containers and remove all trash from floors 

to the designated trash areas. Remove recyclable material and compost to Building's 
centralized recycle bins. . 

7. Return chairs and wastebaskets'to proper positions. 
8. Glass: 

a. Clean both sides of entrance glass door. 
b. Spot clean interior glass windows, 'as nece~sary. 

B. Weelcly Ser:vices (once per week) 

1. Dust mop all resilient and composition floors with dust mops. Damp mop the floors to 
remove spills and water stains as required. . 

2. Remove fingerprints, dirt smudges~ :Q;om all doors, frames, glass partitions, ·windows, light 
switches, Wii11S, elevator doorjambs and elevator interiors 

3, Police ali interior public planters, if any. · 

ExhibitH ~ 4 
725343661.6 



c. 

,·····\ 
i ) ... ' 

I ) -

4. Wipe clean smudged ~rightwork': 

1. 

2. 
3. 

. 4. 
5. 

Monthly, Services (once per month) .. 
Dust all high reach areas including, but not limited to, tops of doors, ·frames, furniture, 
ledges, air conditioning diffusers and return grilles, tops of partitions, picture frames, etc. 
Dust and or vacuum all window coverings. . 
Dust all low reach areas including, but not l.i.tiuted to, chair rungs, structural and furniture 
ledges, baseboards, windov,; sills, door louvers, wood paneling molding, etc. 
Clean all door thresholds & jan:).bs. · 
Wipe all exposed vinyl bases. 

D. Quarterly Services (onceper quarter) 

1. Thoroughly scrub all resilient or composition flooring. 
2. Vacuum upholstered furniture and wipe down vinyl chair pads. 

E. Annual Services (once.per year) 

1. Recondition all resilient or composition flooring to provide a level of appearance 
equivalent to a completely refinished floor. 

2. Move all plastic carpet protectors and thoroughly vacuum under and around all desks and 
office fumiture. 

ll. GE~ERALREQUffiEMffiNTS 

A Quality Standards . . 
1. Landlord's janitorial service contractor ("contractor') must have a minimum of :five (5) 

years of relevant experience. 

2. Any work completed by the Landlord's conttactor that does not meet the first class office 
building·quality standards as determined by the CitY department, shall be re-done by the 
contractor at no cost to the City. 

3. The Building Manager will keep a janitorial log in which deficiencies in performance and 
special problems or instructions will be noted. 

4. Contractor accepts all responsibility for determining that all necessarY" safeguards for the 
protection of Contractor's employees will be furnished to employees e.g., gloves, masks, 
aprons, support belts. All work perfonned must conform to CAL-OSHA standards. 

5. Contractor must comply wifu all laws and government regulations. 

6. Contractor must be fully insured and bonded to standards typical of :first class office 
buildings in San Francisco. · 

7. Contr~ctor shall not unplug any of City's equipment. Contractor shall not move any 
papers or folders on City work sulfac~s. 
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· 8. Contractor shall take all actions to prevent and shallbe responsibl~ for any damage to the 
Premises (including but not limited to dragging extension cords around comers and 
spilling cleaning products on the carpeting, broken glass, etc.). 

B. Employees 
1. All contractor employees (:including coordinators and supervisors) must wear uniforms. · 

All personnel must have a visible company name, logo, badge, etc., on their Uhiforms. 

2. All employees must be fully trained in the custodial service trade. 

3. The City may request contractor remove any janitor :froni the Premises for inappropriate 
behavior or alleged inappropriate behavior at any time it desires a:Ud for any reason 
whatso~ver, ·and the contractor-shall provide an immediate replacement. 

C. Maintenance Reporting 
1. The contractor's employees shall report maintenance requirements (such as broken glass, 

missing or burnt out light bulbs, inoperative fixtures, etc.) to·the Building Manager. 

D. Materials and Equipment . . 
1. Landlord, at no cost to the City, shall provide adequate space in the building to the 

contractor for the storage of supplies and equipment. . 

2. The contractor shall furnish all labor, cleaning materials (paper and cloth towels, ·cleaning 
chemicals, floor wax, wax stripper, protective gloves, and other expendable supplies), 
equipment (including, but not limited to, ladders, vacuum cleaners, extractors, floor 
machines, mops, hoses, and buckets) and occupant supplies (including hand soap, paper 
hand towels, toilet tissue, paper· seat covers and deodorants for tenant use only) required 
to perfonn the janitorial service as specified. Upon request the contractor shall submit to 
City for its reasonable approval a complete list of products to be used, together with 
Material Safety Data Sheets (MSDS) fqr each f?leaning chemical. Contractor shall use 
environmentally friendly products, including unscented products, Green Seal certified 
pr~ducts, or EcoLogo certified products. · 

3. · City shall supply trash, recycling, and composting cont~ners within the.Premises. 
Contractor shall supply liners. 

E. Recycling 
1. The City's Recycling Program includes recycling materials and composting. Contractor 

will be responsible for the safe and sanitary removal of such recyclables and compost and 
appropriately depositing such materials in a Landlord provided central collection·point in 
the building. 

III. SPECIAL SERVICES - GENERAL 
City shall have the right, at City's sole cost, to request additional or other cleaning services not 
included in this scope of work The fee for these services shall be charged directly to City. The 
fee for such services shall be agreed upon by City and Landlord before such services are 
performed. Landlord shall supply to City a Written quote for such City requested work and 
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Landlord shall promptly perform such work upon receipt of City's authorized acceptance of fue 
cost. 
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EXIDBITJ 

DISCLOSURE STATEMENT REGARDING ASBESTOS-CONTAINING MATERIALS 

California law requires that employees working in a building kllown to have asbestos 
containing construction materials (ACCM) be provided written notice of the presence of these 
materials. Asbestos containing construction materials contain asbestos, a naturally occurring 
fibrous mineral. Because of its properties, asbestos was once Widely used (although often in very 
low percentages) :in construction materials. such as structural fireproofing, acoustical ceilings, 
floor tiles, and insulation around pipes, ·boilers, and duct system. B~ the late 19JOs, the use of 
asbestos in many common building materials were banned by the United States Environmental 
Protection Agency because of research linking indu~trial asbestos exposures (e.g. mining, 
milling, shipbuilding) to various respiratory diseases and cancer. This building has been 
surveyed .for the presence of asbestos.. A summary of lrnown asbestos containing construction 
materials in the above-referenced building are available for. review. An asbestos survey 
summary, full survey reports, monitoring data, etc., are available for :review along with an 
Operations & Maintenance Plan that provides guidance on the maintenance. and management of 
the asbestos in the building. Copies of these documents can be obtained from Hudson Pacific 
Properties. As required by California law and the Operations and Maintenance Plan, in addition 
to notifying employees, the asbestos notice should also be provided to sub~tenants and 
contractors working in the building. The procedures for this notification are outlined in the 
Operations and Maintenance Plan. The mere presence of asbestos containing construction 
materials does not present a health hazard. Hazards may exist when asbestos materials are 
damaged and fibers are released into the air. Inhalation of asbestos fibers may potentially result 
in health risks such as lung diseases, cancer and other serious illnesses. The condition of the 
asbestos containing construction materials in this building is monitored. However, to prevent 
damage to the asbestos containing construction materials, moving, drilling, boring, or otherwise 

. disturbing those materials should not be attempted by an employee who is not ·quali:qed and 
approved to handle asbestos~containing construction material. 
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EXHIBITK 

'FORM OF MEMORANDUM OF LEASE 

RECORDING REQUESTED BY, 
AND WHEN RECORDED MAIL TO·: 

No Documentary Transfer Tax due; 
term of lease less than 35 years. 

'MEMORANDUM OF LEASE 

THIS MEMORANDUM OF LEASE ("Memorandum") is dated as , 
201.._; by and between CITY AND COUNTY OF SAN FRANCISCO, a municipal corporation 
("Tenant''), and -------

RECITALS 

A. Landlord owns the improved real.property (the "Property") located in the City 
and County of San Francisco, State Of California, commonly known as 350 Rhode Island Street 
North (the "Building") and m:ore particularly described on Exhi?it "N' attached hereto. 

B. Concurrently with the execution of this Memorandum, Landlord and Tenant are 
entering into that_certain unrecorded Lease dated as of , 2017 (the"~"), 
pursuant to which Landlord agrees to lease to Tenant, and Tenant agrees to lease fi:om Landlord, 
a portion of the Building, as described in the Lea,se (the "Pre:mises"). 

C. Landlord and Tenant desire to record this Memoranduin to provide notice to all 
third parties of certain rights of Tenant under the Lease, and certain restrictions on Landlord 
under the Lease. 

NOW, TIIEREFORE, in. consideration of the Premises and for other valuable 
consideration, the receipt and sufficiency of which are hereby acknowledged, Landlord and 
Tenant agree as follows: 

L Lease. Terms. 'Ib,e lease of the Premises tb Tenant is on all of. the terms· and 
conditions set forth in the Lease, wnich is incorporated in this Memorandum by reference 

2. Term. The term of the Lease is approximately fifteen (15) years commencing on 
the Commencement Date ·established in accordance with Section 3.1 of the Lease and expiring 
on the date immediately preceding the fifteenth-(15th) anniversary of the Commencement Date. 
Pursuant to Section 3.4 of the Lease, Tenant has one (1) option tci renew the term of the Lease· 
for five (5) years, subject to the tefllls and conditions set forth such Section 3 .4. 

. . 

3. Incorporation of Lease. This Memorandum is prepared and recorded for the 
purpose of providing the public with.constructive notice of the Lease. This Memorandum in no 
way modifies or otherwise affect the terms and conditions of'the Lease. In the event of any 
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inconsistency between the. terms ·and conditions of this MemorandUm. and the terms and 
conditions of the Lease, the terms and conditions of the Lease shall controL 

4. . Counterparts. . This Memorandum may be executed in. any number of 
counterparts, each of which shall constitute an original and all of which shall constitute but one 
and the same document. · 

[Sign~tures on Following Page] 
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IN WITNESS WHEREOF, the parties have. executed this Memorandum as of the date 
first set forth above. 

TENANT: 

CITY AND COUNTY OF SAN FRANCISCO, 

a municipal corporation 

By: 
JOHN UPDIKE 
Direct~r of~roperty · 

APPROVED AS TO FORM: 

DENNIS). HERRERA, City Attorney 

By: ------------------­
Charles Sullivan 
Deputy City Attorney 

LANDLORD: 
By:. __________________ __ 

Name: 
Its: 

725343661.6 
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EXIDBITL 

.. ·· CITY INSURANCE REQUIREMENTS 

. 1. City's self~ insurance program. shall not violate any laws, statutes, ordinances or governmental 
regJJlations or requirements CU]J:'ently in force or at any future date. 

2. All references to insurance proceeds in this Lease shall be deemed to include any and all 
proceeds of self~insurance, including that which is considered a deductible or self insured 
retention, which shall be payable to the same extent, in the same amounts aild to the party 
entitled to the same, as if actual policies of insurance set forth in this Lease had been obtained. 

3. Such self-insurance shall be. treated· as if Tenant actually procured and maintained all of the 
following requited policies and coverages: · 

a. Commercial General Liabilit<J Insurance viith respect to the Pr~mises with limits of 
liability not less than Ten Million Dollars ($10,000,000) per occurrence and in the 
aggregate, including products liability coverage if applicable, owners and contractors 
protective coverage, blanket contractual coverage including both oral and written 
contracts, and personal injury coverage; 

b. Causes ofloss :-special form "All Risk" Property Insurance for City's Personal Property, 
the ;Leasehold Improvements and Alterations, including a vandalism · and malidous 
mischief endorsement, sprinkler leakage coverage and earthquake sprinkler leakage, in an 
amount equal to the full replacement value .new without deduction for depreciation; 

c. Worker's Compensation covera:g~ as required by applic.able law; and 

d. Business interruption, loss of income and extra expense insurance covering any failure or 
interruption of Tenant's business equipment (including, without limitation, data and 
telecommunications equipment) and covering all oilier perils, failures or interruptions 
sufficient to cover a period of inteituption of not less than twelve (12) months. 

4. The waiver of subrogation set forth in Section 17.5 shall apply to all self insurance and all 
. commercially procured insurance. 
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Intentionally Deleted 
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· EXHffiiTN 

FORM ESTOPPEL CERTIFICATE 

TO: 

RE: Lease Dated: 

Landlord: 

Tenant: 

Premises: 

___ ,___ _____ ("Landlord") 

City and County of San Francisco, a municipal 
corporation ("Tenant'') · 

Approximately_·_ square feet located at 
________ __,__("Premises") 

. Ladies and Gentlemen: 

The undersigned hereby certifies to , a 
_______ _____., and its successors and assigns ("Buyer") as of the date hereof as 
follows: 

1. The undersigned is the "Tenant" under the above-referenced lease (''Lease") 
covering the above-referenced Premises ("Premises''). 

2. The Lease, attached hereto as Exhibit A, constitutes the entire agreement petween 
Landlord and Tenant with respect to the. Premises and the Lease has not been modified, changed,· 
altered or amended in any respect except as follows (if none, so state): 

3. The term of the Lease commenced on , 20 _, and, 
including any presently exercised option or renewal te~ will expire on 20_. 
Tenant has accepted complete possession of the [Phase I and Phase II] Premises and is the actual 
occupant in possession and has not sublet, assigned or hypothecated or otherwise transferred all 
or any portion of Tenant's leasehold interest. All improvements to be constructed on the 
J?remises by Landlord have been completed to the satisfaction of Tenant and accepted by Tenant 
and any tenant construction allowances have been paid in full. [revise as appropriate if Phase II 
Premises not yet completed] All duties of an inducement nature required of the Landlord in the 
Lease have been fulfilled. To Te1;1ant's knowledge, all of the Landlord's obligations which have 
accrued prior to the date hereof have been performed. 

4. To Tenant's knowledge, there exists no breach or default, nor state of facts nor 
condition which, with notice, the passage of time, or both, would result in a breach or default on 
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the part of either Tenant or Landiotd. To the best ofTenant's knowledge, no claim, controversy, 
dispute, quarrel or disagreement exists between Tenant and Landlord.· 

5. Tenant is currently obligated to pay annual base rental in monthly installments of 
$ per m<:mth and monthly installments of annual ret;ltal have been paid through 
___ ,, 20_. In addition, Tenant is currently obligated to pay a proportionate share of_% 
of Operating Costs and Re~ Estate Taxes. Tenant presently pays Operating Costs. and Real 
Estate Taxes equal to $ per month. Reconcilement for the Tenant's proportionate 
share of Operating Costs and Real Estate Taxes have been made through , 
20_, and Tenant or Landlord, as appropriate, has been fully and finally reimbursed for any 
deviatio:nB between the estimated payments and the actual expense therefor as indicated on 
Landlord's annual statement. The foregoing certificati~n shall in no way waive or limit Tenant's · 
audit rights under the Lease. No other rent has been paid in advanc~ and to Tenant's knowledge 
Tenant has no clainl or defense against Landlord UJider the Lease and is asserting no· offsets or 
credits against either the rent ·or Landlord. Tenant lias no claim aga;inst Landlord for any 
security, rental; cleaning or other deposits, except for a security deposit in the amount of 
$ which was paid pursuant to the Lease. 

6. The Lease is ill full force and effect in accordance with its terms and is a binding 
· obligation of the undersigned. 

7. Tenant has no option or preferential right to purcha~e ~ or any part of the 
Premises (or the real property of which the Premises are a part) nor any right or interest with 
respect to the Premises or the real property of which the Premises are a part. Tenant has no right 
to renew or extend the te1ms of the Lease or expand the Premises except extension option set 
forth in Section 3.4' of the Lease. · 

8. Tenant has made no agreement with Landlord or any agent, representative or 
employee of Landlord concerning free rent, partial rent, rebate of rental payments or any other 
type of rentai or other economic inducement or concession except as expressly set forth in the 
Lease. · 

9. There has not been filed by or against Tenant a petition in bankruptcy, voluntary 
or otherwis~, any assignment for the benefit of creditors, any petition seeking.reorganization or 
arrangement under the bankruptcy laws of the United States, or any state thereof, or any other . 
action brought under said bankruptcy laws with respect to Tenarit. . 

10. The undersigned (i) is not presently engaged in nor does it prese:p.tly permit,· (ii) 
has not at any time in :the past engaged in nor permitted, and (iii) has no k:J?.owledge that any third 
person or entity engaged in or permitted any operations or activities upon, or any use or 
occupancy of the Premises, or any portion thereof, for the purpose of or in any way involving 
the handling, manufacturing, treatment, storage, use, transportation, spillage, leakage, dumping, 
discharge or disposal (whether legal or illegal, accidental or intentional) of any radioactive, toxic 
or hazardous substances, materials or wastes, or any wastes regulated under any local, state or 
federal law, except as follows: 
___________________________ (ifnone, so state). 
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13. The undersigned acknowledges·that: 

(a) . Buyer or Buyer's assignee is purchasing Landlord's interest in the 
property which includes the Premises and, in connection with that purchase, will be receiving an 
assignment of Landlord's interest under the Lease; 

(b) Landlord, Buyer and Buyer's successors, agents and assigns (including, 
but not limited to subsequent purchasers, lender(s) and title insurers) will be relying upon· each of 
the statements contained herein in connection with ;Buyer's purchase of the property of which the 

·Premises are, a pru.t; and 

(c) The undersigned will attorn to and recognize Bq.yer as the Landlord under 
'the Lease and will pay all rents and other amounts due thereunder to Buyer upon proper notice to 
the undersigned that Buyer has become the owner of Landlord's interest in the P;remises under 
.theLease. . · 

14. As used herein, Tenant's "knowledge" means the actual knowledge as of the date 
hereof of [msert name of individual] of the [insert department nameJ. 

EXECUTED this · day of , 20 __ . ------- ------------- ~ 

TENANT: 

By: 
Name: 
Title: 
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EXffiBITO 

GREEN CLEANING PROCEDURES AND PRODUCTS 

A ! anitorial services shall follow accepted green cleaning procedures to the. extent 
commercially reasonable, including the continued implementation of the cleaning 
program established for the building that utilizes the efficient use .of Green Seal Certified 
cleaning p;roducts to reduce exposutes' in Part.A ~Green Cleaning Procedures. 

B. All major categories of cleaning products ate environmentally preferable products 
certified by an eco-label or designated by a national program, as specified in Part B'­
Green Cleaning Products. 

C. All tenant consumable supplies, such as janitqrial papers and bags, shall be. 
environmentally preferable products, and meet the specifications contained in ,Part B -
Green Cleaning Products. 

D. All pest management activities consist of the use of an integrated pest management 
apprmich. and restrict the use of pesticide products to those found on the San Francisco. 
Reduced Risk Pesticide List. 

E. Pest Management 

Landlord, and any pest management contractors operating on :the leased property, ·shall 
comply with all requirements of San Francisco's Integrated Pest Management (!PM) 
Ordinance (Chapter 3, San Francisco Environment Code). 

These requirements include, but are not limited to: . 

1. Using.pesticides as.a last resort & only using pesticides on the current SF 
Reduced Risk PeSticide LiSt. 

2. . Posting notjfications of all pesticide applications tbree days before 
·treatment, and leavfug these postings for at least four days after treatment. 

3. Report all pesticides used by s.tiff or contractors. 

PART A- GREEN CLEANING PROCEDURES 

1. Planning: The building has a specific gre~n cleaning plan in place. 

2. Efficient use of materials and cheinicals 

725343661.6 

a. Require proper use·ofblend centers' and dispensing systems (if available) for 
cleaning products .. Automated systems reduce chemical use, save money, and 
increase safety for workers and building occupants. 

b. Do not use disinfectants in non~critical areas, such as office floors, walls, 
windows. Specify disinfectants only for surfaces that are touched frequently 
(doorknobs), or according to health regulations for child~care facilities and food 
preparation areas. 

c. Use high-risk products with extra care, and only for deep cleaning (i.e., acid toilet 
bowl cleaners, disinfectants, floor strippers, tile cleaner, metal cleaner) 
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d. Do not specifically require floor stripping on a calendar-based schedule. Instead, 
require inspection at regular intervals and maintenance of floor appearance to a 
particular standard, for example, "maintain a levd of appearance equiyalent to a 
completely refurished floor." Only strip floors when tp.e finish is worn, generally· 
pnce a year or less. 

e. Specify that f\oor stripping must be done. on weekends or during other periods 
when few building occupants a.i:e present. 

f. Use fragrance-free products to the maximum extent possible. 

3. · Pest management 

a. Clean drains frequently and rinse with water nightly to stop flies from br~eding. 

b.. Clean & dry garbage cans as needed to_ avoid fly problems. 

c. Report all pest problems to supervisor immediately. 

PART B- GREEN CLEANING PRODUCTS 

A. Purpose and Mandates. Environmentally prefera.Qle or "green" j ani to rial services are 
provided, in order to: · 

1. · Minimize the total environmental iri:J.pact of cleaning activities, including the iinpact of 
product manufacturing and disposal processes; · 
2. Maximize health benefits for building occupants, building users, and custodial workers; 
3 .. Comply with the following mandates: 
a. Precautionary Purchasing Ordinance (SF Environment Code, Chapter 2) and Executive 
Directive 08-02 regarding the purchase of environmentally preferable products and services. 
b. Resource Conservation Ordinance (SF Environment Code, Chapter 7) 
c. Mandatory Recycling and Composting Ordinance, (SF Environment Code, Chapter 19) 
4. Achieve the maximum number of credits feasible under the US Green Building Council's 
Leadership in Energy and E~viro:nirl.ental Design for Existing Buildings - Operations & 
Maintenance certification (LEED. EB-O&M- 2009). 

B. Tenant-consumable S-q_pplies Ganitorial papers, cleaners, bags) 
1. Landlord shall supply all tenant consumable supplies including paper towels, toilet tissue, 
hand soap, .sanitary disposal bags, compostable plastic bags:, plastic trash bags, and toilet seat 
covers. 
2. Janitorial papers 
a. Paper towels must contain 40+% post consumer waste (PCW) recyCled content; roll cores 
must cqntain 100% recycled fiber (unless.specified otherwise by proprietary towel dispensers). 
b. · Mechanically operated, universal roll dispensers are preferred over multi-fold, 
propdetary roll or battery operated roll dispensers 
c. Toilet tissue must contain' 20+% PCW recycled content: Roll cores must contain 100% 
recycled fibers. 
d. 'Toilet Seat Covers must contain 20+% PCWrecycled content 
3. Bags 
a. . Compostable plastic bags are for lining composting containers only. These bags must 
never be used to line :t:ecycling or waste (trash, landfill) containers. 
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i. Products must be oettified compostable by the Biodegradable Products Institute (BPI), 
Din Ce1tco AIB'Vin9otte Triter (Belgium), Japan Bioplastics Association or Australian 
Environmental Labeiing Association. 
ii. Bags must fit each of the composting cont¢ners properly. Bags must remain on the rim 
when items are discarded and not hang above th.e bottom of the container 
b. Plastic refuse bags must meet th~ following reqUirements: 
i. The products and/ or wholesalers are to be on the most recent Ca1Recyole compliance list 
for bags With recyded content. 
ii. All plastic bags are clear in color 
c. . Sanitary disposal bags pmst be made of waxed paper. 
4. · · Hand soap must be'either ceiti:fied under G:teen. Seal (GSH41) or Environmental 
Choice/EcoLogo (CCD-104). No antimicrobial hand soaps may be supplied. 

C. Cleaning products 
1. General purpose, glass, bathroom tub and tile cleaners, and clean~rldegreasers must be · 
cettified un.der Green Seal GS-37. 
2. Carpet and upholstery cle'!llers must be certified under: 
a. Environmental Choice/Ecologo CCD-148 -OR-
b. Green Seal GS-37 (2008 version or later) 
3. Hard floor care systems must be certified under: 
a Environmental Choice/Ecologo CCD-147 (Hard Floor Care Products)- OR:--
b. Green Seal40 (Industrial and Institutional Floor care Products) 

4. Enzymes are used for Drain cleaning, odor control products, or 
digestion additi:ves for cleaning and odor control must be certified 
u:q.der Environmental Choice: 

a. CCD-112 for digestion additives for cleaning and odor control· 
b. CCD-113 for drain or grease trap additives 
c. CCD-115 for odor contt:ol additives 

5. · Disinfectants must be hydrogen-peroxi4e based. when possible.· 
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,jU, · .. 

London N. Breed, Mayor 
Naomi M. Kelly, City Administrator 

September 9, 2019 

Through City Administrator Naomi Kelly 

Honorable Board of Supervisors 
City and County of San Francisco 
City Hall, Room 244 
1 Carlton B. Goodlett Place 
San Francisco, CA 94102 

Subject: Amendment to lease- 350 Rhode Island Street-North 
Rent Credit to City of $2,600,000 

Dear Board Members: 

Andrico Q. Penick 
Director of Real Estate 

Attached for your consideration is a Resolution approving and authorizing an Amendment to 
Lease for the subject property. 

Background 

Pursuant to unanimously approved Resolution No. 388-17, dated November 3, 2017, the 
Board of Supervisors approved a lease of up to 125,122 square feet of the subject property 
{accepted in phases as natural lease terminations occurred). The lease primarily served to 
enable the District Attorney's Office to relocate from the deteriorating Hall of Justice at 850 
Bryant Street That lease formally commenced on July 24, 2018. 

Current ownership has engaged in a sales process for the building. In connection with such 
a potential sale, ownership and Real Estate staff negotiated terms and conditions of a modest 
Amendment to Lease that would facilitate the sale and modify certain expense protections 
provided to the City going forward. 

Resolution 

Specifically, the Resolution approves the provision of a rent credit in the total negotiated 
amount of $2,600,000, payable to the City as a credit against rent owed over the course of 
48 months, in a schedule developed in coordination with budget staff and included in the 
Amendment to Lease. In consideration for this credit, the City would waive its current real 

Office of the Director of Re<;~l Estate e 25 Van Ness Avenue, Suite 400 .. San Francisco, CA 94102 
(415} 554-9850 '" FAX: {415} 552-9216 



estate expense pass-through protections related to property tax increases. Under the 
existing lease, those provisions expire on July 25, 2021. 

The City's existing lease provides limited fiscal protection (until July, 2033) against a pass­
through tax impact from a sale (Prop 13 Protection) - only in the event a sale occurs prior to 
July 25, 2021. Recognizing this, the existing owner has the opportunity to sell the property 
today, which would result in a sales price reduction estimated at roughly $10 M (to reflect 
the cost of 18 years of Prop 13 Protection which would be a discount to the buyer), or the 
owner can wait and effect a sale after July, 2021 (and probably at a higher sales price), in 
which case the City receives no protection (City would absorb the tax increase immediately 
upon sale in summer, 2021). 

Given the large fiscal impact from the Prop 13 Protection resulting from an immediate sale, it 
is most likely that the owner will simply wait for the Protection period to expire in July, 2021, 
absent this Amendment to Lease. We see no evidence that the market for prime, fully­
leased office buildings will be in decline prior to that date, further supporting the notion that 
the owner's patience would be rewarded. Additionally, the Amendment to Lease facilitates 
the receipt of transfer taxes from this pending sale, in the amount of $41000,000 this fiscal 
year. 

rhe owner and City staff have negotiated a proposed rent credit to facilitate an earlier sale of 
the property and thus a waiver of the Prop 13 Protection, in an amount that is favorable to 
the City as compared to the outcome of a deferred sale in summer of 2021 - a credit that is 
the equivalent of 48 months of Protection (until approximately October, 2023). 

If you have any questions regarding this lease amendment, please contact me or John 
Updike at john.updike@sfgov.org. 

Respectfully, 

. L~/ ~7>;7~~). 
/~~~~~~~ 
Andrico Q. Penick 
Director of Property 



DocuSign Envelope 10: 41196E66-5908-4E96-B2BA-2074BEDD3F2B 

San Francisco Ethics Commission 
Received On: 

25 Van Ness Avenue, Suite 220, San Francisco, CA 94102 

Phone: 415.252.3100. Fax: 415.252.3112 

ethics.commission@sfgov.org. www.sfethics.org 

File#: 
190920 

Bid/RFP #: 

Notification of Contract Approval 
... . SFEC Form 126(f)4 

(S;F:· Campaign and Governmental Conduct Code§ 1.126(f)4} 

A Public Document 

Each City elective officer who approves a cq,_ntract that has a total anticipated or actual value of $100,.000 or 
more must file this. form with the Ethics c6~~ission within five business days of approval by: (a) the City elective 
officer, (b) any board on which the City electiye icer serves, or (c) the board of any state agency on which an 
appointee of the City elective officer serves. information, see: https://sfethics.org/compliance/citv: 

AMENDMENT DESCRIPTION- Explain reason for amendment 

NAME OF FILER'S CONTACT TELEPHONE NUMBER 

Angela Calvillo 415-554-5184 

FULL DEPARTMENT NAME EMAIL 

office of the clerk of the Board Board.of.supervisors@sfgov.org 

DEPARTMENT CONTACT TELEPHONE NUMBER 

John Updike 4157027194 

FULL DEPARTMENT NAME DEPARTMENT CONTACT EMAIL 

ADM Admin services - Real Estate john.updike@sfgov.org 

SAN FRANCISCO ETHICS COMMISSION- SFEC Form 126(f)4 v.12.7.18 
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EMAIL 

, NY 10169 

DATE CONTRACT WAS APPROVED BY THE CITY ELECTIVE OFFICER(S) ORIGINAL BID/RFP NUMBER 

190920 

DESCRIPTION OF AMOUNT OF CONTRACT 

$2,600,000 

NATURE OF THE CONTRACT {Please describe) 

Lease Amendment providing rent credit to city .~,~der city's Lease of 350 Rhode Island street 
- North. 

[] 
A BOARD ON WHICH THE CITY ELECTIVE OF~ICER(S) SERVES 

Board of supervisors 

THE BOARD OF A STATE AGENCY ON WHICH AN APPOINTEE OF THE CITY ELECTIVE OFFICER($) IDENTIFIED ON THIS FORM SITS 

D . 

SAN FRANCISCO ETHICS COMMISSION- SFEC Form 126(f)4 v.12.7.18 2 
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1 Belford Jeb CEO 

2 Hopkins CFO 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 
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, A) members of the contractor's board of directors; (B) the contractor's principal officers, including chief 
executive offi ,';c~jgf financial officer, chief operating officer, or other persons with similar titles; (C) any individual or entity 
who has an ownersbfp'i,pterest of 10 percent or more in the contractor; and (D) any subcontractor listed in the bid or 
contract. ··.'-'··· '' ·.o 

# LASTN FIRST NAME TYPE 

20 

21 

22 

23 

24 

25 

26 

27 

28 

29 

30 

31 

32 

33 

34 

35 

36 

37 

38 
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members of the contractor's board of directors; (B) the contractor's principal officers, including chief 
executive offi ,,cbJef financial officer, chief operating officer, or other persons with similar titles; (C) any individual or entity 
who has an owne~%ip i11terest of 10 percent or more in the contractor; and (D) any subcontractor listed in the bid or 

~p . 
contract. 

# LASTNAM FIRST NAME TYPE 

39 

40 

41 

42 

43 

44 

45 

46 

47 

48 

49 

50 

D Check this box if you need to include additional names. Please submit a separate form with complete information .. 
Select "Supplemental" for filing type. 

I have used all reasonable diligence in preparing this statement. I have reviewed this statement and to the best of my 
knowledge the information I have provided here is true and complete. 

I certify under penalty of perjury under the laws of the State of California that the foregoing is true and correct. 

SIGNATURE OF CITY ELECTIVE OFFICER OR BOARD SECRETARY OR 
CLERK 

BOS clerk of the Board 

SAN FRANCISCO ETHICS COMMISSION- SFEC Form 126(f)4 v.12.7.18 

DATE SIGNED 

5 


