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AMENDED IN COMMITTEE
10/16/2019

FILE NO. 190920 RESOLUTION NO.

[Lease Amendment - Lexington Lion San Francisco, LP - 350 Rhode Island Street-North -
$2,850,000 Rent Credit]

Resolution authorizing the execution and acceptance of the First Amendment
to Lease of that certain lease dated September 28, 2017 (“Lease”), by and
between Lexington Lion San Francisco, LP, a Delaware Limited Partnership
and the City and County of San Francisco, for the real property located at 350
Rhode Island Street-North, facilitating the provision of a rent credit to the City
in the amount of $2,850,000 in consideration for a waiver of certain real estate
exp}ense pass-through protections afforded to the City under the Lease, with no

change to the term, to commence upon approval by the Board of Supervisors.

WHEREAS, The property at 350 Rhode Island Street-North (the “Property”), is
a multi-user office building of 125,122 square feet, for use by the Distri‘ct Attorney’s
Office, to be delivered in phases upon natural terminations of several privately held
leaseholds; and

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

WHEREAS, The Lease affords the City certain protections ffom increased real
estate expense pass-throughs (property tax increases) should the property be sold
prior to July 24, 2021, and affords the City zero protections from said real estate
expense pass-through increases after July 24, 2021; and

WHEREAS, The Lessor could choose to sell the Property at this time at a
lower price (reflecting the impact of the City’s expense pass-through protections), or
choose to sell the Property on or after July 25, 2021, at a higher price, with no

financial protections to the City in such event; and

Real Estate Division
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WHEREAS, The Real Estate staff has negotiated an Amendment to Lease
that would faoilitate a sale during calendar year 2019 that waives certain real estate
expense pass-through proteotionsAin consideration for a rent credit in the amount of
$2,850,000 payable to the City in installments (as a rental Credif) over a 48 month

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

~ Lease; and

WHEREAS, The Real Estate staff have analyzed the fiscal implications to the
City as Tenan{ in the event of a deferral of this sale to after July 24, 2021, versus
facilitating a sale at this time, and finds the negotiated rent credit is the best financial
option for the City; now, therefore, be it |

RESOLVED, That in accordance with the recommendation of the Director of
Property, the execution, delivery and performance of the Amendment to Lease is
hereby approved and the Director of Property (or his designee) are hereby auth'orized

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

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

complete the ;[_ransaction contemplated by the Amendment to Lease and effectuate
the purpose and intént of this Resolution; and, be it
FURTHER RESOLVED, That the Board of Supervisors authorizes the Director

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

- additions, amendments or other modifications tothe Amendment to Lease and any

other documents or instruments necessary in connection therewith, that the Director ‘
of Property determines are in the best‘interests of the City, do not materially decrease
the benefits td the City with respect to the Property, do 'not materially increase the
obligations or liabilities df the City, and are necessary or advisable to complete the

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

Real Estate Division

- BOARD OF SUPERVISORS S ) T T TPage 2

929




—

© ®w N O o N~ W N

o R ® N A O © o ~N oo 0O N~N- N o O

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

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

additions, amendments, or other modjifications; and, be it

- FURTHER RESOLVED, That the Director of Property shall provide the Clerk
of the Board of Supervisors a fully executed copy of the Amendment to Lease within

thirty (30) days of signature of same.

Real Estate Division : :
BOARD OF SUPERVISORS A . .~ Page 3
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- BUDGET AND FINANCE COMMITTEE MEETING . ‘ OcroBer 16, 2019

Iltem 1 g ' Department;
File 19-0920 ' Real Estate Division
| (Continued from October 9, 2019)

Legisiative Objectives
s. 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
s 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.
s The owner of 350 Rhode Island is planning to sell the property, which will trigger a re-
assessment of the praperty and an increase in property taxes. Section 4.7 in the cufrent
.lease provides preperty tax pass-through protections to thé 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.
o~ 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 m property taxes
to be passed through to the City exceeds $2.6 million.
Fiscal Impact
a 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 52,600,000 rent credit is equivalent to approximately 47 months of property tax
pass-through protection. A
o 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
mote 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 mrlhon
property tax pass—through credlt
Recommendatxon
e Approve the proposed resolution.

SAN FRANCISCO BOARD OF SUPERVISORS o v BUDGET AND LEGISLATIVE ANALYST
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BUDGET AND FINANCE COMMITTEE MEETING . . OCTOBER 16, 2019

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 landiord 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 | of the relocation implementation and is currently moving some of its operation into its
leased locatiori at 350 Rhode Island with Phase Il 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. 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
‘oceurs prior to July 2021.

E PROPOSED I.EG SLATI

The proposed’ resolution would authorize the first amendment to the City’s lease Wxth
Lexington for 350 Rhode Island Streét, providing a 52,600,000 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 Iease does not aHow 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. ‘

* 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 resuits in
» increased property taxes if the assessed value increases.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
- : o 2 . :
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BUDGET AND FINANCE COMMITTEE MEEETING ~OcroBeRr 16, 2019

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 abte 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 Cxty 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.

According to the Real Estate Division, the City’s determination of the property’s market value is
approximately $134 million.? 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

Estimated Annual ‘ City Property Tax

: Assessed Value Property Tax® Sharé®  Per Month
Current $60,000,000 $697,800  $538,074  $44,839
Upon Building Sale® : $134,000,000  $1,558;420 $1,201,698 - $100,141
Difference _ $74,000,000 $860,620  $663,624 $55,302
Value of Rent Credit o ' ' . - $2,600,000
Months of Property Tax Protection® ' ' 47

Source: Real Estate Division

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

? The estimated transfer taxes to the City in FY 2019-20 from the proposed sale of 350 Rhode Island are $4 million.
@ Based an property taxes of 1.163 percent of assessed value.
* Based on the City occupying 77.11 percent of the building.
Thts is Real Estate Division’s estimated market value if the building was to be sold today.

® Months of Property Tax Protection is calculated by dwldmg the $2.6 million rent credit by the estlmated $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 Clty is underestimated, the City Wl” .
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 Crty 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 amendnient is sufficient td 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 4.7 language 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 lilkely to be more than the $2.6 million property tax pass-through credit. 4
Therefore, we recommend approval of the proposed resolution. :

Approve the preposed resolution.

? 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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| (Continued from October 2, 2019)

Item1-
File 19-0920

Department:
Real Estate Division

Legislative Objectives .

e 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 prier to July 2021.

' Key Points

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

e The owner of 350 Rhode Island is planning to sell the property, which will trlgger are-
assessment of the property and an increase in property taxes. Section 4. 7 in the current
ledse 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. .

e 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 propert-y taxes
to be passed through to the City exceeds $2.6 million.

Fiscal Impact

o Accordmg to the’ Reai Estate D1v1510n 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 tnonth. The
proposed $2,600,000 rent credit is equivalent to approxnmately 47 months of property tax
pass-through protection.

s 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 mlllxon
property tax pass-through credit.

Recommendation

e Approve the proposed resolution.

SAN FRANCISCO BOARD OF SUPERVISORS o B BUDGET AND LEGISLATIVE ANALYST
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City Charter Section 9. 118(5) 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 SlO 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 | of the relocation implementation and is currently moving some of its-operation into its

- leased location at 350 Rhode island with Phase Il 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.” 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 rf the sale
" oceurs 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 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. ’

! 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 (CP1), whichever is lower, Sale of theproperty 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 intrease 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 poftion 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.

According to the Real Estate Division, the City’s determination of the property’s market value is
approximately $134 million.” 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
approxxmately $55,302 per month. The proposed $2,600,000 rent credit is equxvalent to
approx:mateiy 47 months of property tax pass-through protection.

Table 1: Calculation of Change in Property Taxes

Estimated Annual City Property Tax

Assessed Value Property Tax® Share® . Per Month

" Current - $60,000,000 $697,800  $538,074 $44,839
Upon Building Sale® $134,000,000  $1,558,420 $1,201,698 - $100,141
Difference , : . §74,000,000 $860,620  $663,624 $55,302
Value of Rent Credit - ’ , ‘ $2,600,000
Months of Property Tax Protection® ‘ . .47

Source: Real Estate Division

Section 4.7 in the current lease provides property tax pass-through protections-if the property
is sold prior 1o July 2021, as noted above. The: protections would extend through the term of
the lease throughi-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

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

® Based on property taxes of 1 163 percent of assessed value.

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

Th]S is Real Estate Division's estimated market value if the building was to be sold today. '

® Months of Propérty 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 pro.pdsed 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 5134 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 éxceeds $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 comipensate 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 4.7 language 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. ’
Therefore, we recommend approval of the proposed resolution. :

Approve the proposed resolution,

” 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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ltem 4 Department:
File 19-0920 Real Estate Division

Legss!atlve Objectives

o The proposed resolution would' authorlze the first amendment to the City’s lease wnth
Lexington Lion San Francisco LP (Lexmgton) for 350 Rhode lsland Street, provxdmg a
$2,600,000 rent credit to the City in exchange for removing the City’s protection from
intreases in rent due to the pass through of increased property taxes from the sale of the

property prior to July 2021 AH 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 Hall of Justice to 350 Rhode Island Street (File 17-1108).

o 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 Fstate 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
amendm‘en‘c‘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 pay significantly higher rent
due to the property tax pass-through if the property sells after June 2021.

Fiscal Impac;c

e According t0 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 52 600,000 rent credit is equivalent to approximately 47 months of property tax
pass- through protection, :

Recommendation

¢ Approve the proposed resolution.

SAN FRANCISCO BOARD OF SUPERVISORS ' BUDGET AND LEGISLATIVE ANALYST
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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 milllon 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 Deélaware 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 il 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 Attarney’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. * 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 fent 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-

" property taxes are levied based on the assessed value of the property. Under Proposition 13, the assessed valde
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.
According 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
hecause the Real Estate Division determined that the rent cost to the City, including rent
credits, would fikely 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
20217

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.

According to the Real Fstate Division, the City’s determination of the property’s market value is
approximately $134 million.® 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 mohth. 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

Estimated Annual. City Property Tax l
" Assessed Value Property Tax® - Share®  Per Month
Current ' $60,000,000 -$697,800  $538,074 . 544,839
Upon Building Sale $134,000,000 $1,558,420 $1,201,698 $100,141
Difference . $74,_OO0,000 $860,620 $663,62_4 $55,302
Value of Rent Credit . A $2,600,000
Months of Property Tax Protection’ S : .47

Source: Real Estate Division

Approve the probosed resolution.

* According to the Budget and Leglslative Analyst’s calculations, the net Increase In rent to the Clty 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
pnce

The estimated transfer taxes to the City in FY 2019-20 from the proposed sale of 350 Rhode Island are $4 mlll)on

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

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

Thxs is Real Estate Division's estimated market value if the building was tobe sold today.

7 Manths 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 corporatlon (“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 April 24, 2018, Junc 18,2018, October 10, 2018,
and January 15,2019. Pussuant to the Lease, Tenant Jeases certain Premises in that certain bu11d1ng
located at 350 Rhode Island Street-North, San Francisco, California. The Premises ate more
particularly described in the Lease. Capitalized terms used herein without definition shall have
the meanings defined for such terms in 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 (i) 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 irterest in the Building or the real property on which the Building is located.

NOW, THEREFORE, in conmderaﬁon 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 sufﬁc1ency of which are hereby acknowledged
Landlord and Tenant heteby 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 throtigh 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.

Schedule of Rent Ci‘editS:

-Date of Credit ' Amount of Credit
1%t day of month following effective date $357,357
May-1,2020 . $357,357
November 1, 2020 - $313,308
May 1, 2021 : ' . $313,308
November 1, 2021 ' $319,572
May 1, 2022 ' : $319,572.
November 1, 2022 . $309,763
May 1, 2023 $309;763

1
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2. Definitions. The definition of Real Estate Taxes set forth in Section 4.5 of the Lease is
deleted in its entirety and replaced with the following:

“Rea] Estate Taxes” means all taxes, assessments and charges levied upon or with
respect o the Property or Landlord’s intefest 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
governmenta] 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), including but not limited to
the Homelessness Gross Receipts Tax set forth in San Franeisco Business and Revenue
Code Axticle 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 Ametica, 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 eg 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, capital
stock taxes or income taxes measured by the net income of Landlord from all soutces
umless, die to a change in the method of taxation, any of such taxes is levied or assesséd
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 commetcially
reasonable efforts to obtain an exemption from the Proposition C Tax with respect to the
rent paid by Tenant, based on an exermption 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, any amount that is actually so exempt shall not be
included in “Real Bstate Taxes” under this Lease, and any Proposition C Tax payments
that Landlord must make with respect to rents teceived 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 and/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
entitety and, as such, City shall not be entitled to the benefit of any Prop 13 Protection
Amount or any Prop 13 Purchase Price.

4, Miscellaneo’us;

(a) This First Amendment is the entire agreement between the partiés with respect to
the subject matter hereof and supersedes all prior and contemporaneous oral and written

733415679.4
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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 Amendment will hecome effective on the later of: (a) the effective date
of a resolution adopted by the City’s Boatd of Supervisots 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 jnure to the benefit of the parties
hereto, and their respective suceessors and assigns,

(© 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 sighature page of any counterpart may be detached
therefrom without. impeiring the legal effect of the signature(s) thereon provided such
signature page is attached to any other counterpart identical thereto except having
additional s1gnature pages executed by other pa.rtles to this First Amendment attached
thereto.

(d  Exceptasamended and/ot modified by this First Amendment, the Lease 1s hereby
ratified and confirmed and all ofher terms of the Lease.shall temain 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 amended by this First
Amendment, all of the 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.]

7334156794
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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 11ab111ty company, its general partner

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

By: CLPF-LXP/LV GP, LLC,
a Delawate limited habﬂﬁy conipany, its general partner

By:  Clarion Lion Properties Fund Holdmgs L.P., its sole member
' By:  CLPF-Holdings, LLC, its general partner

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

By: Clation Lion Propertiés Fund, LP,

its managing member ‘
By:  Clarion Partnets LPF GP, LLC,
its general partner

By: " Clarion Partners, LLC,
its sole member

iy ﬂ%ﬁsﬁ%\(’: 6/

Title: Authorized S1gnatory

LANDLORD:

Acknowl edged and apreed
this | day of Sgﬂma/ 2019:

CITY AND COUNTY OF SAN TRANCISCO, : Approved as to Form;
a municipal corporation

By:
Name: Andrico Q. Penick , Charles Sullivan :
Title: Director of Property : Deputy City Attorney
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. LEASE
betiveen.

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, California

September 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 refemng to Landlord, shall have the
meaning set forth in Section 21.2.

. “Additional Charges” shall have the meaning set forth in Section { and Section 4.4.
“Additional Serviges” shall have the meaning set forth in Section 9.7,

“Affiliate” of a person or entity shall mean a petson or entity that ditectly ot indirectly owns ot is
owned by, controls or is controlled by, or under cotmon ownership control with anothet -
party, For purposes of this definition, the term “control” shall mean the possession, directly
or indirectly, of the powet 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 shafl include any person that beneficially owns or
holds more than thirty five percent (35%) of any voting interest or equity ititerest in another

oty o

person ot eutity.

“Affiliate Lien” shall have the meaning set forth in Sec’uon 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(1.
“Alterations” shall have the meaning set forth in Section 7.1. -

“Award” shall have the meaning set forth in Section 13.1.

“Banking Use” shall have the meaning set forth in Section 5.1(b).

“Base Building Improvements” shall have the meén;ing 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 Regﬁlations” shall have the meaning set forth in Section 5.2.
“Building Syétems” shall have the meaniﬁg set forth in Section 8.1.

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

“Casualty Notice” shall have the meening set forth in Section 12.3.

“CERCLA. shall have the meahing set forth in Section 21.1,

“City” shall have the meaning set forth in the introductoty paragraph.

“City Program Affiliate” shall have the rheaning set forth in Section 14.2.

“City Requirements” shall Hiave 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 forth in Section 3,3(b).

' : . ' Definitions — Page 1
7253436616~
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“City’s Percentage Share” shall have the meaning set forth in Seetion Iand 8 eqﬁoﬁ 4.5
“Cify’s Personal Property” shall have the meaning set forth in Section 7.3.

“City’s Representative” shall.have the meaning set forth in Section 4.9(b).

“Clains” shall have the meaning set forth in Section' 16,1,

“CIMD® shall have the meaning set forth in Section 23.25(d),

*Code” shall have the meaxﬁng set forth in Section 23.27.

“Commencement Date” shall have the meaning set forth ih‘Secﬁon 1 and Section 3.1.

“Conimon 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 Section4.11, -
“Construction Administration Fee” shall have the meaning set forth in Section 6,1( d).
“Consultation Period” shall have the meaning sét forth in Section 34(d).
“Cosmetic Alteration” shall have the meaning set forth in Section 7.1,

“Daily Basis” shall have the meaning set forth in Section 9.1, »

“Date of Taldng” shall have the meaning set forth in Section 13.‘1‘ ‘

“DBI” shall have the meaning set forth in Section 23.35.

“Disabilities Laws” shall have the meaning set forth in Section 10.1.

“Effective Dgfe” shall have the meaning set forth in Seotion 1 and Section 23,30,
- “Encumbrance” shall have the meaning set forth in Section 11, - |

“Environmental Laws” shall have the meaning set forth in Section 21.1,
“Essential Services” shall have the neaning set forth in Section 4.14.

- “Estimated CénirnehCément Date” shall have the meaning set forth in Section. 1.

“Evex;t of Default” shall have the méaning set forth in Section 15.1,

“Bxcess Portion™ shall have the meaning set forth in Section 15.5.

“Exercise Notice” shall have the meam’ﬁg set forth in Section 22.1.

“Bxpense Shortfall” shall have the meaning set forth in Section 4.6,

.“Expensc 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 Date” shall have the ieaning set forth in Section 3.3(b).
“Hxtension Authotizing Resolution” shall have the meaning set forth in Section 3.4 (b).
“Bxtension Exetcise Notice” shall have the meéning set forth in Section 3.4(a).
“Bxtension Option” shall have the meaning set forth in Section 1 and Section 3.4

“Extension Term” shall have the meam'ng set forth in Section 3.4.

Definitions — Page 2
725343661.6 : :
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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” shall have the meaning set forth in Section 15.5.
“Hazardous Material” shall have the meaning set forth in Section 21.1.
“HEPA” shall have the meaning set forth in Section 6.7,

“Indernnify” shall heve the meening set forth in Section 16.1,

“Independent CPA” shall Bave the meaning set forth in Section 4.9(c).
“Tritial Term” shall have fhe 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 forth in Section 15.5.

“Landlord” shall have the meaning set forth in the introductoty pata graph and Section 1,
““Landlord Delay” shall have the meaning set forth in Section 3.1(b). .
~“Landlord’s Expénse' 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 iri Section 4.7. '

“L;aws” shall have the meaning set forth in Section 10.1.

“Lease” shall have the meaning set forth. in the‘introductory patagraph.

“Leasehold Improvement Work” shall have the meaning set foﬁh in. Section 6,1(a).

“Leasehold Improvements” shall have the meaning set forth in Section 1 and Seotion 6,1(a).

“Legislative Approval Deadline” shall have the meaning set forth in Section 22.1(g). .

“Life Safety Laws” shall have the meaning set forth in Section 10.1. '
“Major Damage ot Destruction” shall have the meaning set forth in Section 12.3.

“Matket Rent” shall have the meaning set forth in Exhibit G.

“Memotandum of Lease” shall have the form set forth in Section 23.26 and Exibit K.

“Operating Costs” shall have the meaning set forth in Se;ctio,n 4.5.

“Option Rent” shall have the meaning set forth in Secﬁon 3.4(c).

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

“Outside Delivety Da’fé” shall have the medning set forth in Section 3.3(b).

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

“Permitted Use” shall havé the meaning set forth in Section 5.1.

“Planning Deadline” shall have thé meaning set forth in Section 22.1(g):

“Premises” shall have the meaning set forth in Sections 1 and 2.1 and shown in Exhibit A.

Definitions — Page 3
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- “Prohibited Use” shall have the meaning set forth in Section 5,1().

“Projected Completion Date” shall have the meaning set forthin 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 i in Section 22,1(),

“Real Estate Taxes” shall have the medning set forth in Section 4.5.

“Recapture” shall have the meaning set forth in Section 14.3(b).

“Release” shall havc the meamng set forth in Section 21.1.

“Removal Troms” shall have the meanmg set forth 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 foet” shall have the meantng set forth in Section 2,1(b).

“ROM Budget” shall have the meaning set forth in Section 22.1(e).

' “Rules and Regulations” shiall have the meaning set forth in Section 5.2.

“Seismic Safety Laws” shall have the meaning set forth in Seotion 10.1.
“Self-insure” shall have the meaning set forth in Section 17.1,

- “SNDA” shall have the mesaning 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 forth in Section 14,3(b).

“Substannally Complcted” and “Substantial Completion” shall have the meaning set forth in
Section 6.2.
_ “Taking’ shall havé the meaniﬁg set forth in Section 13.1.

“Tax Shortfall” shall have the meém'ng set forth in Section 4.7.

“Tax Year” shall have the meaning set forth in Section 4.5. :
"‘Tenaﬁt" shall have the meaning set forth in the introductory paragtaph and Section 1 .
. “Tenant Delay” shall have the meaning set forth in Section 3.1(c).

“Term?” shall have the meaning set forth in Section 1 and Section 3.1(e). '
-“Termination Notice” sﬁaﬂ have the meaning set forth in Section 3 3(b).

“T.erminéﬁon Trigget Date” shall have the meaning set forth in Section 3.3(b).

“Transfer Premium” shall have the méaning set forth in Section 14.3(e).
© “Transferee” shall have the meaning set forth in Section 14:3(e).

_ Definitions — Page 4
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“Unavoidable Delay” shall have the meaning set forth in Section 3.1(d). .
“Unsafe Condition™ shall have the meaning set forth in Section 4,14,
" “Work Letter” and “Work Letters” shall have the meaning set forth in Section 6.1(a).

Definitions — Page 5
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LEASK,

THIS LEASE (this “Lease”), dated fot referetice purposes only ag of September 28, 2017
is by and between LEXINGTON LION SAN FRANCISCO L.P., a Delaware limited partmsrshlp
(“Landlord”), and the CITY AND COUNTY OF SAN FRAN CISCO a munieipal corporation
(“»Q_‘_t:i” Of “TG ﬂaﬂt”)

Landlord and City hereby agtee as follows:
1. BASIC LEASE INFORMATION

, The following is a summary of basic lease information (the “Basic Lease Information”
Each item below shall be desmed to incorporate all of the terms in this Lease pertaining to such
item. In the event of any conflict between the information in this Section and any more specific
provision of this Lease, the more specific provision shall control.

L ease Raferénce Date: . September 28, 2017 A
 Taudlord: | B IEXINGTON LION SAN FRANCISCO LP,
. Tenant: - CITY AND COUNTY OF SAN FRANCISCO
Building (Section 2,1): ‘ 350 Rhode Island Street—North San Franomco,
A Callforma
Phase I Prémise's (Section 2.1): The Phase I Premises shall consist of certais,

tentable space on the second, third and fourth floors
of the Building; provided, however, the Phase I
Premises shall be reduced by any portion of the
Phase I Premises that Landlord does not include as
part of the Phase I Premises on the Commencement
Date (collectively, the “Non-Delivered Phase I -
Premises™) because, for example, any of the
-exigting subtenants did not agree to early
termination of their respective sublease with respect
to the Non-Delivered Phase I Premises and/or did
not timely surtender their respective portion of the
Non-Delivered Phase I Premises. The Phase I
Premises ate shown outlined and labeled on
Exhibit A consisting of Suites 200 and 210 and the

 entire 3" and 4™ floors of the Building excluding
any Non-Delivered Phase I Pretmises.

Rentable Area of Phase 1

Premises (Section2.1): . ‘ 84,695 rentable square feet; provided, however, the
Co ' Rentable Area of the Phase I Premises shall be
reduced by the amount of the rentable square feet of
the Non-Delivered Phase [ Premises.
1
725343661.6
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Phase Il Premises (Section 2.1):

Rentable Atea of Phase IT
Premises (Section 2,1):

Premises

- Parking Rights (Section 2.3):

Term (Section 3):

EBstimated Coramencement Date;

Estimated PhaseII
Commencement Dats and Phase
I Commencement Date:

7253436616

Subject to the provisions of Section 2.1, the Phase II
Premises shall consist of certain rentable space on
the first and second floors of thé Building and any
Non-Delivered Phase I Premises, Subject to the
provisions of Section 2.1, the Phase Il Preniises are
shewn ouflined and labeled on ExTiibif A consisting,
of Suites 100, 110, 130, 140, 220 and 230 and any
Non-Deliveted Phage I Premises, '

40,427 rentable square feet plus the rentable square
feet of any Non-Delivered Phase I Premises;
provided, however, that fhe Phase II Premises may
be delivered in phases as provided for in this Lease,

The Premises shall mean the total area leased by
Tenant af any given time. On the Comrencersent

“ Date, the Premises shall mean the Phase I Premises.

Upon Landlprd’s delivery of the Phase 1l Premises
in accordance with the Lease, the Premises shall
include the Phase I Premises.

City has the right during the Term to two (2)
palkmg spaces for every 1, 200 fentablé square feet.
of City’s then-existing Prernises, at the then
prevailing market rate plus all apphcable taxes as
set forth ih Section 2.3,

Fifteen (15) years, comnmencing on the
Commencement Date and ending on the Expitation
Date, subject to City’s Extension Option as set forth
in Section 3.4. The Term shall be extended one day
for each day of Unavoidable Delay or Landlord’s
Délay that causes the Commencement Date to oceur

later than Decembel 31, 2018

. The “Bstimated Commencement Date” shall be

between July 1, 2018 and Decéniber 31,2018,

The “Estimated Phase Il Commencement Date”
shall be on or about April 1, 2020; provided,
however, that (a) if eithet or both of Citibank with
respect to Suite 140 and Freeman XP with respect
to Suites 220 and 230 élect to extend the term of
their respective leases with respect to their

961



Commencement Date:

725343661.6
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respective premises pursuant to existing extension
rights, then the Bstimated Phase 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 termination of
such respective tenant’s lease with respect those
applicable portion(s) of the Phase II Premises leased
by such tenant, but the Bstimated Phage I
Commencement Date for Suites 100, 110 and 130
shall continue to be April 1, 2020 (e.g. ifonly
Citibank elects to extend the texm. of its lease for
Suite 140 and Freeman XP does not elect to exiend
the term of its lease for Suites 220 and 230, then the
Estimated Phase II Commencement Date for ,
Freeman XP’s Suites 220 and 230 shall be on or
ebout April 1, 2020, and the Estimated Phase II
Cominencetnent Date for Citibank’s Suite 140 shall
be April 1, 2025 or such.eatlier date as Landlord
may designate in writing o City), and each phase so
delivered shall have its owt Phase IT-
Commencement Date, and (b if there 1s any Non-
Delivered Phase I Premises, then the Bstimated
Phase Il Commencement Date for the applicable
portion(s) of the Non-Delivered Phase I Premises
shall be approximately six (6) months after the

* expiration or earliex termination of the applicable

lease with respect to those applicable portion(s) of .
the Non-Delivered Phase I Premises. The “Phase I
Commeticement Date” shall be the earlier of (i) the
date Substantial Completion of the Leasshold
Improvements for the applicable portion of the
Phase 1 Premises occurs and (i) the date

- Substantial Completion of the Leasehold

Tmprovements for the applicable portion of the
Phase II Premises would have ocourred but for

. Tenant Delay. Tenant acknowledges and agrees
_ that the Phase I 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
00ouTS.

The “Commencement Date” shall be the earliet of
(@) the date of Substantial Completion of the
Leasehold Improvements for the Phase I Premises

3
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Expiration Date:

Extension Option (Section 3,45:

Bage Rent for Pretises (Section 4.1):

7253436616

and of the Base Building Improvements and (i) the -
date of Substantial Completion of the Leasehold
Iraprovements for the Phagse I Premises would have
occurred buit for Tenant Delay (but in no event
earfier than July 1, 2018).

Landlord shall provide to Tenant not less than 90
days’ notice of the Commencement Date and for
each Phase [I Commencement Date. The parties

" acknowledge that the Phase I Premlses may be

delivered in phases.

The “Bxpitation Date” shall be the date
immediately preceding the fifteenth (15t
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 occm‘ later than December

~31 2018.

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

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

~ Annual Base
Period of Term . . RentPer RSF
Year] . $51.00
Year 2 $52.53
Year 3 $54.10
Year 4 " $55.72
Yeat 5 . $57.39
Year 6 $59.11
Year 7 $60.88
Year 8 $62,71
Year 9 C 56455
Vear 10 - $66.53
Year 11 . $68.53
Year 12 . $70.59
Year 13 $71.59
Year 14 © - $72.5¢ -
© Year15 . $73.59 -
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Additional Charges (Section 4.4):
’City’s Percentage Sha:e. (St}cﬁoﬁ{l.fi):

Use (Seo’cién 51

Leasehold Irnprovements ‘(Seqﬁon 6.1 )

" 7253436616

Throughout the Term, City shall pay, in.addiﬁon_ to
Base Rent, City’s Percentage Share of Operating -
Costs and Real Estate Taxes as deserfbed in

- Section 4.4,

B The parcentage' of rentable spacé leased by City at
.- any given time during the Term compared to '
. 127,100 (i.e., the total rentable space in the

Buxldmg)

General office, administrative and incidental uses,
as permitted by law (but not for the detention of any
persons who ate under active criminal inyestigation)

. for the Sen Frdncisco Disitict Attorney’s Office and
San Francisco Police Department and, subject to the

Himitations 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 ancillaty to the primary use of the
Premises, if required by the City’s Charter or Laws,
provided that at all titnes use of the Premises shall
be consistent with standards of a fitst-class office
building.

‘Without limiting other uses that are inconsistent
with the standards of a first-class office building,
City expressly agrees that the Premises shall not be
used for any of the following purposes: () drug

* counseling or treatthent; (if) the detention of

ctiminals; (i) parole or probation progiams,
counseling or meetings; (iv) medical clinics, mental

. health programs or other medical services; (v)

genetal assistance/welfare disbursements or job

. training/counseling or other programs for the
. révipients of general assistance/welfare

disbursernents and/or (vi) detention of any petsons
who are under active criminal investigation, .

In addiﬁon City shall not use or permitthe use of
the Premises or any pornon thereof for Bankmg Use

(as defined in eetlon 5.0,

Landlord shall provide Leaseholdilmprovemehts for -

" both the Phase I Premises and the Phase II

Premises, each pursuant to plans agreed to by City
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Allowanee (Section 6.1(a)):

: Additional Construction
Allowance (Section 6.1(b)):

and Landlotd, as further set’ f()l'th in Secnon 6.1 and
in the applicable Work Letter.

Landlotd shall provide an Allowance of (i) $80. 00

-pet rentable square foot of the Phase I Premises and

(i) $80.00 per rentable square foot of the Phase IT

. Premises for the construction of the Leasehold

Improvements as provided-in Section 6.1(a) and in
the applicable Work Letter.

Landlord shall make available an Additional

- Construction Allowance in the amount of (£) $20.00

per rentable square foot of the Phase I Premises and
(if) $20.00 per rentable square foot of the Phase II
Premises for the construction of the Leasehold
Improvements as pro vided in 3 BCLiOIl 6.1(b). City

" shall repay the Additional Construction Allowance
in the manner descnbed in Section 6.1(b).

- Utilities and Services (Section 9.1):

Comumon Area and Building
* - Services (Section 9.2):

Janitorial Services “co‘ Premises
. (Section 9.4):

Notice Address of Landlord (Section 23,1):

Landlord shall furnish the utilities and services set

. forthin Section 9.1. Landlord shall pay (subject to

City’s payment of City’s Percentage Share of
Operating Costs and subject to City’s obligation to.
pay for excess and after-hours usage, when
apphcable) all utility costs and servmes, as provxded
in Section 9.1

Landlord shall futmish, 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 4nd 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 PiSmISBS, as set
forth in Section 9.4.

c/o Clarion Parmers'

601 S. Figueroa Street, Suite 3600

Los Angeles, CA 90017

Attn Chnsty Hill, CLPF Portfolio Management

725343661.6—
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Wlth copy to:

Notice Address for Tenant (Section 23.1);

with & copy to:

Contact for Tenant;

Tenant Contact Telephone No.:
Alternéte Contact for Tenant: ‘
Alternate Contact Telephone No.: |

Cleaning Products Requitements
(Section 22.2):

Bieyole Storage Facilities (Section 23.27):

Brokers (Section 23.8):

© Security Deposit:

725343661.6

et

¢fo Claion Partners

. 601 8. Figneroa Street, Suite 3600

Los Angeles, CA, 90017 )
Aftn! Christine Kang, CLPF Asset Manager

City and County of San Francisco
Real Bstate Division.

25 Van Ness Avenue, Suite 400

San Francisco, CA 94102 .

Attn: Director of Property

Re: 350 Rhode Island Street - North
¥ax No.: (415) 5529216 |

Office of the City Attorney

City Hall, Room 234 - :

1 Dr. Carlton B, Goodlett Place.

San Francisco, CA 94102-4682 .
Atin: Real Estate/Finance Team

Re: 350 Rhode Island Street - North
Fax No.: (415) 554-4755

Brian O°Connor, Client Services Manager -

415-554-9877 or 4157251475 (cell)

- Marta Bayol, District General Manéger

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

- Landloxd shall use commeréially reasonable efforts

to.follow the green cleaning procedures described in
Section 22.3 and Exhibit O, provided that City shall
be responsible for any additional costs incurred by
Laudlord 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 parking 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, Ine.

None

7
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2, PREMISES
20 LeasePfemiSes

(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 shown in Exhibit 4, the Phase I Premises and the Phase Il Premises, collectively
‘referred to herein (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 refetred 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 ag 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 of 24.8% to compute the rentable area of the
r’ramm&q C

(o) _Tenant acknowledges that the Bstimated Phase I Commencement Date as
conternplated in this Lease is subject to Landlord entéring into a lease amendment and
termination agreement, in form and content acceptable to Landlord in the exercise of Landlord’s
sole discretion, with CEC, the current tenant leasing the Phase T Premises (and subject to CEC
entering into sublease amendments, in form 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 tefmination
agreement (and/or CEC fails for any reason to enter into any such sublease amendments), then
Landlord shall have no lability to City in connection with such faiture and City shall have no
right to terminate this Lease with respect to any portion of the Phase I Premises that is not
included in the Phase I Premises as of the Commencement Date (i.e., the Non-Delivered Phase I
Premises), but Landlord shall be required to deliver the applicable pomon(s) of the Non-
Delivered Phase I Premises to City as and when such portion(s) is/are available for leass to City,
which shall be approximately six (6) months afier the expiration or eatlier termination of CEC’s
- lease with respect to the applicable portion(s) of such Non-Delivered Phase I Premises,
Accordingly, Landloxd and City agree that, notwithstanding anything to the contrary contamed in,
this Lease, the Non-Delivered Phase I Premises (inchuding construction of the Leasehold
Tmprovements within the Non-Delivered Phase I Premises) may be delivered to City in phases.

(d)  Tenant acknowledges that the April 1, 2020 Estimated Phase 1] Commencement
Date as contemplated in this Lease is subject to Landlord entering into lease amendments, in
form and content acceptable to Iandlord 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 failure and City shall have no right to terminate this Lease with respect to
any portion of the Phase II Premises, but Landlord shall be required to deliver the applicable
portion(s) of the Phase II Premises 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
the applicable tenant’s lease with respect to the applicable portion(s) of such Phase IT Premises.
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Accordingly, Landlord and City agtee that, notwithstanding anything to the-contrary contained in'
this Lease, the Phase 1T Premises (including construction of the Leasehold Improvements within
the Phase II Premises) may be delivered fo City it phases. : : :

2.2 Common Areas

City shall have the non-exclugive right to use, to gether with other tenants and 00¢upants
of the Building and subject to the Rules and Regulations, the pottions of the Building designated
by Landlord from time to time for the comumon use or bensefit of oceupants of the Building,
including lobbies, corridors, elevators, staitways, and Joading and parking areas of the Building
and the Property (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 acéess
to and from the Premises by the entrances to the Building and the Property. Landlord shall have
the right to (1) change the arrangement dnd/or location of any amenity, installation or
improvenent in the Common Areas, and (if) utitize portions of the Cotnmon Ateas fom time to
time for entertainment, displays, product shows, leasing of kiosks or such other uses that in
Landlord’s sole judgment tend o 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 .
Prermises or the parking areas, Subject to the provisions of this Lease, City shall have acoess to
the Prermises 24 hours per day and 365 days per year.

_ Cl’cy acknowledges havmg beent advised by Landlord that (i) the real property of wluch
the Premisés ate 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, Lot 4 (the “South Parcel”), and

. Assessor’s Block 3957, Lot 2 (the “Garage Parcsl”), referred to co]lectwely as the “Parcels”, and
(1) the Garage Parcel containing the parking garage for the Building is hot owned or managed by

‘Landlord. City has had the opportunity to review the declaration establishing reciprocal -
eagements, covenants and restrictions running with the land (the “Declaration™) Whlch govetns

and faolhtates the joint operatxon use and enj oyment of the Patoels.

2.3 Parking

(8  Subject to the provisions of this Section 2.3, City-shail bave the right during the
Term, at prevailing matket rates plus all applicable taxes, to lease from the owner of the parking
garage two (2) unreserved self-park patling spaces within the Building’s parking garage for
every full 1,200 rentable square feet of the Premises then being leased to City. As of the date of .
this Lease, () the hours of operation for access to-the on-site parking garage ate twenty-four (24)
houts per day, Seven (7) days per week and (i) the current monthly rate for parking is $200 per
parking space per month plus all applicable taxes. The hiouts of operation are subj ect to change

- at any time, effective upon posted notice. City acknowledges that City shall be required to

contract ditectly. with the owner of the parking garage for the use of the parking spaces provided
for herein,

()  All parking pursuant fo this Section 2,3 shall be subject to reasonable and
nondisctiminatory rules and regulations adopted by Landlord and/or the parking garage owner

. from time to tiine for the ordetly operation and nse of the parking garage, inchiding the .
mplementatxon of any sticker or other identification system estabhshed by Landlord and/or the
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patking 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 4 teasonable
implementation period, if teasonably necessary), provided that such tules and regulations shall

* not tbduce City’s obligations hereunder, shall not conflict with the provisions of this Lease, shall
not materially inotease the burdens or obligations upon City or City staff, and shall not impose a
charge upon City for services ot tights which this Leasé contemplates will be provided to City at
no charge. City shall abide by, and exercise reasonable efforts fo cause City’s Agents and
Invitees to abide by such rules and regulations. Landlord and/or the parking gatage cwnet may
engage a patking operator fot the garage in the Building, in which case such parking operator
shall have all the tights of control reserved hereundm by Landlord and/or the patking garage
owner,

“(¢)  Landlord and/or the patking garage owner specifically reserves the tight to

- change the size, configuration, design, layout and other aspects of the patking garage at any time.
City achowledges and agrees that Landlord and/or the parking garage owner may, without -
incurting any lability to City and withowt any abatement of Rent under this Lease, from time to

~ time, temporarily close-off ot restrict access to the patking garage for purposes of pexmitting or

_ facilitating any such construction, alteration or improvements, provided that Landlord and/or the
parking garage.owner shall (i) provide City with reasonable advance written notice of such

- disruption, (i) allocate any parking spaces which remain accessible during such distuptionina
nondiscriminatory manmer, (iii) diligently attempt to make City’s parking spaces available as
prompﬂy as possible, and (iv) keep City apprised of Landlord’s and/or the patking garage
owner’s efforts. Landlord and/ox the park'mg garage owuer shall not be liable to City, nor shall
this Lease be affected, if any parking is impaired by any moratorium, initiative, refmendum, law,
ordinance, regulation or order passed, issued or made by any govemmental ot quas1—
governmental body.

(d)  Inno event shall Landlord, the parking garage owner and/or parking operator be
" liable for any damage of any nature to, or any theff of, vehicles or the contents thereof, in or
about the parking garage, and at Landlord’s, parking garage owner’s and/or parking operatot’s
request, City shall cause persons using its allocated parking spaces to execute a commercially
teasonable standard agreement confirming the same. :

(e)  City’s parking 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 Program
Affiliates or subtenants under an approved sublease. Upon the expiration or earlier termination of
this Lease, City’s parking rights hereunder shall automatically tetminate.

(f)  Notwithstanding anything to the contraty contained herein, (i) the use of the
patking garage shall be subject to the rules and regulations adopted by the garage owner flom
timeto time for the use of the parking 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 parking
spaces are leased hereunder, (i) City and its parking facility users shall not interfere with the
rights of the garage owner or others entitled to similar use of the parking facilities, (iv) the
garage owner shall have the right to change, reconfigure, or rearrange the parking facilities, to
teconstruct-ot repair any portion thereof, and to restrict or eliminate the use of any patking
facilities and do such other acts in and to such areas as the gatage ownet deems necessaty or
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desirable without such actions being deetned an eviction of City or a distarbance of City’s use of
the Premises and without Landlord being deemed in default hereunder; provided, that Landlord
shall cause the garage owner to use commercially reasongble efforts to minimize (to the extent
con31stent with legal requitements)-the extent and duration of any resulting interference with
City’s parking rights, (v) the gatage owner may, it its sole discretion, convert the parking - |
facilities to a teserved and/or controlled parking facility, ot operate the parking facilities (or a

" pottion thereof) ag a tandem, attendant assisted and/or valet patling facility, and (vi) the garage

" owner shall have the tight st any time fo assign patking spaces, and City shall thereafter be
respons1ble to insure.that its parking users park in the des1gna’red areas.

2.4 Base Buﬂdmg Improvements

Landlord at no costto C1ty, shall complete the following mprovements to the Building, -
~ all as reasonably defermined by Landlord (collectively, the “Base Buildisg Improvements”) @
all restrooms shall comply with applicable Disabilities Laws; (i) all path of travel in Cornmon
Areas and leading to the Premises shall comply with applicable Disabilities Lawsy (ii) fire and
 life safety systems in the Building shall meet the requirements of applicable Laws (@v) the
energy systems i the Building provided by Landlord shall confoim to ASHRAE Standard 90,1~
2007; (v) the HVAC Joop in place; (vi) water sprinklers in place for the shell condition Premises
. accordance with applicable Laws; and (v) except as may.be tequired in connection with the -
Leagehold Improvements, the improvements within the Premises shall be demolished and clear
and free of debris, City acknowledges that (i) Landlotd may complete the Base Building
Improvements concurrently with the construction of the Leasehold Improvements and (if) the
Base Building Improvements applicable to"any Phase I Premises need only be completed by
Landlord at the time of and in connection with the constmctlon of the applicable Leasehold
- Improvements.for such Phase I Premlses

3. TERM
31 Term of Lease

- (8). ThePremises ate leased fot an initial term (the “Imtwl Term”) commencing on
the Commencement Date and expmng on the Expiration Date, or such earlier date on which this
Lease tetminates 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 resylting from a Tenant Delay or an Unavoidable Delay (as .
defined below), “Landlord Delay” shall mean atiy actual delays in the Substantial Cormpletion of
any Leasehold Improvements or the Base Building Inyprovements resulting from (1) the failure
by Landlord to deliver space plans, pricing plans, estimated construction costs, working
drawings ot othet construction docurments ox to otherwise comply with its obligations under the
Wotk Letter by the dates or within the time periods set fotth therein, (if) anty Changes requested
by Landlord in the Space Plans, Working Drawings or Final Plans, after approval theteof by
Lendlord and Cify (except for changes necessary due to unforeseén conditions ot to edmply with
unforeseen interpretations of applicable Laws), and (iif) any delay caused by the Landlord’s
.conttactor or the subcontractors including, without limitation, the failure of Landlord’s architect

o provide or revise plans, drawings or docutments in a :reasonably éxpeditious manner or the
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failure of Landlord’s contractor or the subcontractors to plocess and execute (or disapprove) any
Changes in a teasonably expeditious manner.

(©)  Exceptto the extent resulting from a Landlord Delay or an Unavoidable Delay,
“Tenant Delay” shall mean any actual delays in the Substantial Completion of any Leasehold
Improvements resulting from (1) a City Change Order (as defined in the applicable Work Letter),
(i1) 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-(30) days after request
by Landlord, (iv) City’s secking to obtain LEED certification for such construction, (v) the
performance of any work to be performed by City, including, but not limited to, the installation
of City’s Conuections 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 intetferes with or delays construction of the Leasehold Improvements or which is -
defined as a “Tenant Delay” in the applicable Work Letter, Notwithstanding the fotegoing,
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 Improvements 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
becornes 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 occurtence together with
Landlord’s then good faith estimate of the probable duration of such Tenant Delay. ~

(d)  ‘Asused inthis Lease, “Unavoidable Delay” shall mean any delay by reason of
fire, acts of God, accidents, breakage repairs, sttikes, lockouts, other labor disputes, inability to
obtain labor, materials, fuels or energy after using diligent and timely efforts, inclement weather,
enemty action, national emergency, acts of war or terrorism, criminal acts, unforeseen conditions
(which shall not include conditions which could reagsonably have been foreseen in the exercise of
reasonable care), civil commotion, protests, tiots, demonstrations, actions or inactions of other
tenants or oceupants of the Building, or by any other reason without fault and beyond the

. reasonable control of the party obligated fo perform. In the event of the occurrence of aty 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 canses of such delay, which
notice shall inchude the reasonably estimated period of the delay (provided that the estimate
contained in such notice shall not be binding, and the delayed party shall be entitled fo extend the
date for performance by the actual number of days of Unavoidable Delay, notwithstanding the
estimnate) and (ii) the delayed party cannot, throtigh commetcially reasonable and diligent efforts
(but without any obligation to pay premiums for overtime labor oz fo incur any othier additional
expense), make up for the delay within the time petiod temaining priot to-the applicablé
performance date, Notwithstanding anything to the contrary in this definition, the lack of eredit

~or financing shall not be considered to be a matter beyond a party’s control and therefore shall

~ not be considered an Unavoidable Délay for purposes of this Lease, :

()  Theword “Term” as used herein shall referto the peridd 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
or Landlord Delay, there will be one day added to the Expiration Date. Thete Wﬂl be no such -
extension for Tenant Delay.

32 Conflxmation of Dates

Within thirty (30) days following the Commencement Date, Landlord and City shall
exeoute a notice substantially in the form of Exhibit B confitming the actual Commencement
Date, but the failure to do'so shall not affect the commencement of the Term with tespect to such

- space or the other matters included in such notice,

33 Delii’ery of Possession; Delay in Delivery of Possession

(@ De hvery Landlord shall use co:mmermally reasonable and dﬂ1gent efforts
(without any obligation to pay premiums for overtime labor) o deliver possession of the Phase I
Premises with all of the Base Building ImprOVements and the Leasehold Iraprovemments for the
Phase I Premises Substantially Completed on or before the Estimated Phase ] Commencement
Date, and, subject to the other provisions of this Lease, the Phase I Premises with all of the.
Leasehold Tmprovemetits for the Phase I Premises Substantially Completed on or before the
Estimated Phage Il Commencement Date, R :

(b)  City Option to Terminate Due to Delay.

() . Generally, If Landlord is uriable to deliver possession of the Base

Building Improvements and Phase I Premises in the condition requited hereunder by the last day.
~of the Estimated Conumencement Date (as extended by the number of days of delay due to-
Unavoidable Delay ot Tenant Delay), then, subject to the provisions of this Section; the validity
of this Lease shall not be affected by such inability to deliver. If Landlotd is unable to deliver
possession of the Base Building Improvements and Phase I Premises to City as required
hereunder by the date which is ong 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 “Qutside Delivery Date™), then City may, at its option,
terminate this Lease upon wrltten notice to Landlord (the “Termination Notice™) given prior to
delivety of possession of the Phase I Premises to City, and this Lease shall tetminate effective on
the date which is ten (10) business days after the date of the Texmination Notice (the

“Termination Date™).

(i) Land[md Suspension Notice: Notice of Projected Compleuon Date:
Automauc Suspension of Termination Daté, Notwithstanding the foregoing, if City delivers a
" Termination Notice, and Landlord’s conttactor’s reasonable, good-faith estimate of the date by
which Substantial Cémpletion’ of the Base Building Improvements and Leasehold fmprovements
" in the Phase ] Premises will ocour (the “Projected Completion Date™) is not later than nitety (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 ordet to suspend the Tetmination 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 of the Projected Completion Date. If Landlotd timely delivers
Landlord’s Suspension Notice and actually delivers the Bage Building Iinprovements 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 number 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 this Lease shall be null and void and of no force ot
gffect, :

(i)  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
aftet the Outside Delivery Date, and Landlord nevettheless wishes to continue construction of
the Leasehold Iniprovements, Landlord may elect to deliver to City, within three (3) business
days after receipt of City’s Términation Notice, a written request for a suspension of the
Termination Date (“Landlord’s Suspension Request”), which request shall include Landlord’s
contractor’s reasonable, good-faith estimate of the Projected Completion Date and shall state
Landlord’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 Clty’s receipt of Landlord’s Suspension Request
(“City’s Extension Notice™). If Landlord tiraely gives a Landlord’s Suspension Request and City
‘timely gives City’s Extension Notice, the Termination Date shall be postponed until the -

- Bxtended 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 possesswn of the Phase I Premises to City with the Leasehold Improvements
Substantially COmplctcd prior to the Extended Outside Delivery Date, then the Termination
Notice and City’s exercise of the right to terrmnate this Lease shaﬂ be mull and void and of no -
force or effect, 4

(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 termination of this Lease. The foregoing restriction shall be
inapplicable if Landlotd intentionally 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 for the T.easehold Improvements or other installations in the Building,
including eny portion of City’s Contribution tmade prior to the termination of this Lease.

3.4  Extension Optioxw

(a) - Extension Option: Exercise. Subject to the terms and conditions set forth in this
Section 3.4, City shall have the right to extend the Term (the “Extension Option®) with tespect to
the entire Premises only for one (1) additional term of five (5) years (the “Extension Term”)
commencing upon the expuatmn of the Initial Term of the Lease. City may exercise the
Extension Optlon, if at all, by giving written notice (the “Extension Exercise Notlce”) to
Landlord no earlier than fifteen (15) months and not later than twelve (12) months ptior to
expitation of the Initial Texm.
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: (b) Extensmn Authorizing Resolutmns -City’s delivery of an Extenswn Exercise
Notice shall be binding upon City, subject only to the condition subsequent of the enactment of a

tesolution (an “Bxtension 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 decordance with
Section 3.4(d) below, City’s Director of Property shall either (i) commence the process tequired
to seel an Bxtension Authorizing Resolution from City’s Boatd of Supervisors, or (i) provide
Landlord with written notice that City is withdrawing City’s Extension Exercise Notiee, if City’s
Director of Property does not reasonably believe the Board of Supervisors or the Mayor will
approve of the Option Rent so detetmined or will hot otherwise authorize the exercise of the
Extension Option and lease of the Premises for the Extension Term. Tf the Extension Exercise
Notice is withdrawn within such 10-business day period or if the Extension Authorizing
Resolution has not been finally adopted and become binding on City within ninety (90) days
after the date the Optmn Rent 18 determined pursuant to Section 3 .4(d) below (subject to any
mutually agreed upon extensions, which Landlord may agtes to or not in Landlord’s sole .
discretion), then City’s Extension Exetcise Notice shall become null and void without cost or
penalty and the Term shall not be extended atd the Extension Option shall terminate.

(¢): . Tenmns 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
Termm, the Base Rent payable for the Premises dutmg the Bxtension Term (the “Option Rent”) -
shall be adjusted to the Market Rent, as that term is defined in Exhibit G attached hereto and
determined in accordance with the provisions of Section 3.4(d) below, (if) 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 orto provide City with any
construction ¢t refurbishment allowance, and (iif) City shall have no further tight to extend the
Tetm after expiration of the Extension Tetm. - In addition, Landlord shall have no obligation to

pay any brokerage commission to any tepresentative of Cxty in connection with City’s exetcise -

of any Extension Option.
@ - Deterrmnatmn of Optlon Rent

. @ Initial Designation of Provosed Option Renit. In the event City timely and
properly exetcises the Extension Op’uon by delivery of an Bxtension Exercise Notice, Landlord
shall provide City with written notice of Landlord’s good-faith detetmination of the Option Rent
~ (the “Broposed Option Rert Notice™) within thirty (30) days of receipt of City’s option exercise.

. (i) - City’s Rightto Dispute; If City disputes the Option Rent set forth in the
. Proposed Option Rent Notice C1’cy shall so notify Landloxd in weiting within fifteen (15) days of
receipt of thereof,

. (ii'l) 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 proposed in,
the Proposed Option Rent Notice shall be the Option Rent, and the last day of such fifteen (15) -
day petiod shall be desmed to be the date on which Option Rent was established for the puzposes

of Section 3 4§b) above.
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L (#v) . Consultation Period; Rent Arbmatmn If City timely dlsputes the Option
Rent set forth in the Proposed Option Rent Notice, then during the thitty (30) day period
following City’s written disapproval notice (the “Consultation Period”), Landlord and City shall
atternpt 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 Ditector of Propetty may
agree in writing to extend the Consultation Period fot a reasonable period fo resolve theit
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 “Qutside
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
pmcedures set forth in Exlibit G attached hereto

(¢)  General Provmlons The following general provmmns shall apply to the
Extension Option:

(i) The Extensmn Option must be exercised, if at all, only with respect to the
entire Premises then leased by Cily. :

({y  Notwithstanding anything to the contrary contained herein, if an uncured
material Bvent of Default exists at the time of exercise of the Extension Op’uon, Landlotd may
reject such exercise by delivering written notice thereof to City within three (3) business days of
receipt of the Extension Exercise Naotice, .

‘ (i), City’s right to exercise the Extension Option is personal to and may be
exercised only by, the City,

(v)  If City shall assign this Lease then immediately upon such asszgnment
C1ty s tight to exercise the Extension Option shall terminate and be of no further fotce and
effect, and if City shall sublet more than twenty-five (25%) peatcent of the rentable area of the
Premises (other than space sharing arrangements pursuant to Section 14.2 below), 'then
immediately upon such sublstting, City’s right to exercise the Extension Option shall
stmiltaneously terminate and be of no further force or effect. No assignee or subtenant shall
have any right to exetcise the Extension Option.

(v)  Afterthe Base 'cht payable during the Extension Term is determined, the
Parties shall memorialize the extension of the Term and the amount of the Base Rent payable
dunng the Bxtension Term in writing in a form reasonably acccptable 1o both Parties.

(vi)  Subjectto the proVLsmns of this Sectlon 3.4, after exercise of the
Extension Option, all references in this Lease to the Term shall be deemed to refer to the Tettu as
extended, unless the context clearly provides to the contrary.

(vil) If City shall fail to timely exercise the Extension Optton, ‘che Bxtension
Option shall terminate and be of no further force and effect, subject to the provisions of
Section 23.15, If this Lease shall terminate for any reason, then immediately upon such
. temnna‘aon the Extensmn Option shall simultatieously terminate and become null and void,
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4. RENT |
41  Base Rent

. Beginning on the Commencement Date, City shall pay to Landlord during the Term the
annual Base Rent at the applicable tates per rentable square foot of the Prethises then beifig
leased by the City as specified in the Bagic Lease Information:(thé “Base Rent”), Commencing
on the Phase Il Comtmencement Date for the applicable Phase I Premises, City shall pay Base
Rent for the Phase II Premises, as the same may be delivered, at the same rate per tentable 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 ot before the fitst day of each calendar month during the

Term at the address specxﬁed for Landloxd in the Basic Lease Information, or such other place as
Landlord may des1gnate in writing upon not less than sixty (60) days® advance notice. The Base
Rent rates per rentable squate foot shall be adjusted fiom time to time as set forth in the Basic .
Lease Information. During the Extension Tetm, if applicable, the new Base Rent rates
established for the Extension Tetm shall be in accordance with Section 3.4 above,
Notwithstanding the foregoing, to the extent reasonably possible, City agrees to make Rent
‘paymetits by electronic transfer. City shall pay the Base Rent without any prior demand and
swithout any deductions or setoff except as otherwise provided jn this Lease. [fthe "
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 on 4,28, 29, 30 or 31 day month as the case may be. '

 City acknowledges and agress that this Lease is intended to be a triple net Jease such that,
notwithstanding anything to the contraty. contained in this Lease, except for the items specifically
* excluded from Operating Costs under this Lease, all costs and expenses incurred or acerved by
Landloxd in connection with the Property shall be included as part of Operating Costs,

4,2 Tntentionally Deleted
43 infenﬁdnallyll)eleted

4.4 Additiqnai Charges

() . Additional Charges. Except as otherwise expressly set forth in this Lease,
Landlord shall pay, at Landlotd’s cost (subject to applicable reimbutsement provisions of this
Lease), all Real Estate Taxes, Opetating. Costs, and all other costs, fees and charges in
connection with the management, operation; maiutenance and tepait of (and all references to
repair as part of Operating Costs shall also be deemed to include replacements with respect 10)

- the Building and in fulfilling Landlord’s obhgatxons wnder this Lease, including, but not imited

to the cost ofany and all improvements and repaits made to the Building whether or not required

by apphcable Law. City shall reimburse Landlord, on'a monthly basis upon receipt of
approprlatc invoices, for the following: (i) the after-hours or excess setvices and utilities costs as.
set forth in Section 9.1(c), (i) the costs incurred by Landlcnd for any alterations ox other -

: modlﬁcaﬁons to any part of the Property requested by City, and (iif) any services requested by
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City or otherwise as set forth in Section 9.7. The charges payable by City pursuant to the
preceding sentence are sometines referred to as “City Service Charpes.” In addition, City shall
pay to Landlord as additional Rent, City’s Percentage Shate 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 refetred to in this Lease as the “Additional .
Charges.” Additional Charges shall be payable to Landlord at the place whete 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 ift the payment of Basé Rent. The Base Rent, Additional Charges, and all other

additional payments due to Landlord by City under this Lease are collectively 1eferred toin t}ns
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 incotrectly calculated,
City may provide notice of such dispute to Laudlord and Lendlord shall promptly-investigate and
either (1) equitably recalculate the amounts invoiced or (ii) if the amount can be justified in good

 {aith, provide a writien justification to-City, together with back-up calculations and matetials,
within thirty (30) days of City’s notice, City may withhold the disputed amount, howevet any
dispitted amounts shall not affect payment of non-disputed amoun’ts The partxes shall nse good
feith efforts to promptly resolve any dispute.

" 45 Definitions

(&) Generally For purposes hereof, ihe following terms shall have the meamngs
hereinafter set forth: : A .

“City’s Percentage Shars” means the percentage of rentable space leased by City from -
time to time compared to. the total rentable space in the Building.

“Bxpense 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 inicurred by
‘Laundlord, 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 part 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, ventilating, escalatot and
elevator systems and all other utilities, (2) the cost of repairs and all labor and matetial costs
related theteto, and the cost of general maintenance, janitorial, cleaning and service contracts and
the cost of all supplies, tools and equipment requiréd in connection therewith, (3) the cost
incurred by Landlord for insurance (including an imputed premium and deductible if Landlord -
self-insures all or a portion of the insurance for the Property, provided thet such imputed
 premium and deductible shall not exceed the amount of the insurance premium and deductible
that would have been incurred if Landlord obtained thxrd«party insurance for such self-insured
1isks comiparable to that obtained by other institutional owners of Class A office buildings in the
South of Market area); (4) wages, salaries, payroll taxes and othet labor costs and employee
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benefits relating to employees of Landlord or its Agents engaged in the operating, repait, or
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 fess, 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 Areas and
window coverings provided by Landlord, (8) to the extent tot ditectly reimbutsed by City, the
cost of capital expenditures incurred after the Comienicernent Date, to the extent allowed under
Ttem, 1 of Exhibit C, (9) all costs and expenses for which Latidlord is responsible for paying
under the Declatation including, without Himitation, any amounts billed by any association or
similar entity established in contiection with the Declaration, and (10) all other expenses inctrred:
in connection with the management, operation, maintenance orxepair of the Building (other than
Real Estate Taxes and atiy services for which Landlord is sepatately and directly reimbursed by
City or other tenants in the Building) which would genetally be considered an opetating expense.

With respect fo the costs of items included in Operating Costs under clause (8) above, such costs - -

~ shall be amortized over the useful life thereof as reasonably determined taking into account
relevant factors, together with mterest on the nnamortized balance at an interest rate specified in
- Tiem 1 of Exhibir C, Notwithstanding the foregoing, “O peratmg Costs” shall exclude the items .
desctibed on the attaohed Exhzb it C.

“Real Estate Taxes” means all taxeés, assessments and charges levied upon or with respect
to the Property, or Landlord’s interest in the Propesty. Real Hstate Taxes shall include, without
Limitation, all general real property taxes and general and special assessments, charges, fees, ot
assessments for transit, housing, polics, fire, or other governmental services thereof, any tax on
or measuted by the rent, ot imposed against tight 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), service payments in lieu of taxes that are now ot hereafter levied or assessed against
Landlord by the United States of America, the State. of California ot any political subdivision
- thereof, publie 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 or income taxes measured by the net income of Landlord from:
all sources ynless, due to a change in the method of taxation, any of such taxes is levied or
assessed against Landlord as a sybstitute for, or as'an addition to, in whole or in patt, any other

. tax that would otherwise constitute a Real Estate Tax, (2) any penalties, fines, interest or charges
dttributable 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, (3) any personal property taxes payable by City
heretndet or by any other tenant or oceupant 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 property on which the Building is located which occurs during the
first three (3) years of the Initial Term (“Tax Indrease”) (for purposes of clatity, Landlord and -
City acknowledge 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 occurring after the first
three (3) yeats of the Initial Term shall be included within the calculation of Real Estate Taxes).®
For the ayoidance of doubt, “Tax Increase” shall mean that portion of the Real Estate Taxes, as
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calenlated immediately following the Reassessment, which is attributable solely to the
Reassessment. Accordingly, the term “Tax Increase” shall not include (and City shall be
required to pay for) any portion of the Real Estate Taxes, as calenlated immediately following
the Reassessment, which is attributable to (i)-the jnitial assessment of the value of the Property,
the base, shell and core of the Buildings, or the tenant improvements located in the Building,
(i) assessments which were pending prior to the Reassessment or which would othemsc have
oceurred unrelated to the change in ownership, or (ii1) the annual inflationary increase of Real
Estate Taxes. In addition, nothing contained in this Lease is intenided to excuse City from paying
the full amount of any Real Estate Taxes (including, without Hmitation, as a result of
.reassessments) resulting from any construction and/or improvements made fo the Building or the
land upon which it is located by Landlord or City ot any othet patty at time.

“Tax Year” means each calendar yeat during the Term; provided that Landlotd, upon
notice to City, may change the Tax Year from time to time to any ather twelve (12) consecutive
month period and, in the event of any such change, City’s Percentage Shate of Real Estate Taxes
shall be equitably adjusted for the Tax Year involved in any such change.

(b)  Adiustment 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%
oceupied and fully functioning Building. To accomplish the foregoing, all variable componetits
(i.e. costs that vary based on occupancy 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 the adjusted amount of the vatiable components shall be used
in determining Operating Costs for the calendar year.- In the event that the Building is less than
one hundted percent (100%) occupied (with desisities typical and customary for office and other
existing vses), Landlord shall approptately and equitably adjust the Opetating Costs for the
Expense Year, in accordance with industry custom, to reflect such one ‘hundred percent (100%)
oceup ancy lavel,

In no event shall Laundlord 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 vatiables to determining the
approptiate expenses for a 100% occupied building when the building is not 100% occupied at
typical densities, and that, without malice, exrots 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 compatable”
buildings’ costs, and City reasonably believes that one or more of the adjustments required by .
this Section has been incortectly 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 legitimate and allowed reasons,
provide a written justification to City, together with back-up calculations and materials, within
thirty (30) days of City’s notice. '
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Duung the next forty five (45) days Landlord and City shall meet at least twice and use
good faith efforts to attempt to equltably resolve the ma’ctel

If City and Landlord continue to d1sagl ee af\:e1 the expnatmﬁ of such period, City may
give notice to Landlord of City’s election to atbitrate the matter, in which case the following
procedure shall be followed.

Each party shall select (within thirty (30) days of City’s notice) a Certified Public
Acocountant experienced in San Francisco high rise propetty opetating expenses, and occupandy
adjustments. The tepresentatives so selected shall in good faith investigate, meet and confer and -
try o equitably resolve 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 reptesentative, and Landlord
shall engage such third representative within forty five (45) days 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. If necessary, the thitd representative shall also meet
with both representatives, The third representative shall then select one or the others position as
equitable.” The party whose position was not selected shall pay the actual and reasonable costs of
all representatives engaged to tesalve the dispute.

(o) Clarification Regarding “Sole Cost”, . The parties 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 putsuant to the tetms of
this Leass (except where such cost is speclﬁcally excluded from Operahng Costs or Real Fstate -
Taxes). :

4.6 . Payment of Percentage Share of Opal ating Costs

_ Clty shall pay to Landlord each month as Additional Charges, one twelfth (1/ 12) of
City’s Percentage Share of the Opérating Costs. City shall make such payments, in advance, in
an amaunt estimated by Landlord in reasonable detail in a writing delivered to City by’
November of the plevious yeat (e.g., by November 2017 for the calendar yeat 2018 payments).

- Landlotd may revise such estimates of Operating Costs during an Expense Year if done ina
wiiting delivered to City priot to May 1%, and City shall 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 elghty days (180) days after the expiration of each Bxpense Yeat, Landlord shall furnish
City with a statement (herein called “Landlord’s Expense Statement™), setting forth in reasonable
detail the Operating Costs for such Expense Yeat and City’s Petcentage Share of the Operating
Costs for such Expense Year. Landlord shall also furnish City with Landlord’s reasonable
estimate of the Landlord’s Bxpense Statement not later than seventy five (75) days after the
expiration of each Expense Year, provided that such estimate shall not be binding on Landlord.
Tf City’s Percentage Share of the actual Operating Costs for such Expense Year exceeds the total
amovnt paid by City for such Expense Year putsuant to this Section 4.6, City shall pay to
Landlord (whether or not this Lease has terminated) the difference between the totel amount of
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estinlated Operating Costs paid by City and City’s Percentage Share of the 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 amomnt of estimated Operating Costs paid by City

for such Expense Yeat 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. Ifthe total amount of estimiated Operating Costs -
paid by City for any Expense Year exceeds City’s Percentage Share of the actnal Operating

Costs for such Expense Year, such excess shall be credited against the next installments of Rent -

" due from City to Landlord heteunder, or, if this Lease has terminated, then refunded to City

within thirty (30) days after Landlord’s delivery of Landlord’s Expense Statetnent to City.

Notwithstanding the fotegoing, any failure or delay in the delivery of Landlord’s Expense
Statement or Landlord estimate of City’s Percentage Shate 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 Opetating Costs owing to Landlord, and in such event City shall make estimated payments for
such  Bxpense Year based on the estimate for the priot Expense Year,

4.7 Payment of Percentage Share of Real Estate Taxes

. C:Lty shall pay to Landlord each month, as Additional Charges, one twelfth (1/12) of
Crcy s Percetitage 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 J anuary of the previous Tax Year (e.g., by January 31, 2018 for the Tax Year 2018-2019
payments). With reasonable promptness not to exceed stxty (60) days after Landlord has
received the tax bills for any Tax Year, Landlord shall fumish City with a statement (“Landlord’s
- Tax Staternent”) setting forth the amount of Real Property Taxes for such Tax Year and City’s

~ Percentage Share of the Real Estate for such Tax Year. If City’s Percentage Shate of the 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 ot
not this Lease has terminated) the difference between the total amount of estimated Real Estate
Tax paid by City and City’s Percentage Share of the actual Real Estate Tax for such Tax Yeat
(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, if any, shall be paid at the beginning of City’s next fiscal year, If the total
amount of estimated Real Estate Tax paid by City for any Tax Year exceeds City’s Percentage
Shate of the actual Tax Expense for such Tax Yeat, such excess shall be credited against the next
installments of Rent due from City to Landlord hereunder, of, if this Lease has terminated, then

~ refunded to City within thirty.(30) days after Landlord’s delivery of Landlord’s Tax Statement to

City.

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
sucoeeding calendar year shall not operate as a watver of Landlord’s right to collect City’s
Percentage Share of Real Estate Tax owing to Landlord, and in such event City shall make
estimated 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 notbe
. obligated to pay in connection with a Reassessment as provided forin clause (4) in the definition
of Real Estate Taxes shall be sometimes referred to hereafier as the “Prop 13 Protection
Amount,” If the ocourrence of a Reassessment is reasonably foreseeable by Landlord and the
Prop.13 Protection Amout attributable to such Reassessment can be reasonably quantified or
estimated for each Tax Year commencing with the Tax Year in which such Reassessment will
occut, the terms of this patagtaph shall apply to such Reassessment. Upon ot less than sixty
(60) days ptior notice to-City, Landlord shall bave the xight to pnrchase the Prop 13 Protection
Amount relating to the applicable Reassessment by paying to City an amount equal to the Prop
13 Purchase Price (defined below). As used berein, “Prop 13 Purchase Price” shall mean the
present value of the Prop 13 Protection Amount reniaining during the Initial Term as of the date
. of payment of the Prop 13 Purchase Price by Landlord, Such present value shall be caleulated (1)
by using the portion of the Prop 13 Protection Amount attributable to each remaining Tax Year
(as though the portion of such Prop 13 Protéction Amount benefited City at the end of each Tax
Year) as the amounts to be discounted, and (i) by using discount rates for the amount to be
discounted equal to the average rates of yield for United States Treasury Obligations with
matutity dates as close as reasonably possible to the end of each Tax Year during which the
portions of the Proposition 13 Protection Amount would have benefited City, which rates shall
be those in effect as of Landlord’s exercise of its right to putchase as set forth in this paragraph,
Upon such payment of the Prop 13 Purchase Price, the provisions of clause (4) in the definition
of Real Estate Taxes shiall be desmed 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 ocourred, if Landlord has undetestimated the Prop 13 Purchase Price
when such Reassessment occuts, then wpon notice by Landloxd to City, City’s Rent next due
" shall be credited with the amount of such underestimation, and if Landlotd has overestimated the
Prop 13 Purchase Price, then upon notice by Landlord to City, City’s Rent next due shall be
increased by the amount of the overestimation.

4.8- . Proration

, If any Commencement Date ot Expiration Date occurs on a date othet than the first or
last day of a Tax Year ot Expense Yeat, the applicable City’s Petcentage Share of Real Bstate
Taxes or Operating Costs for the Tax Year or Expense Year in which such Commencement Date
or.Bxpitation Date ocenrs shall be prora’ccd based on a 365-day year.

4.9  Review and Audits

() Clty shall have the right, by written notice to Landlord given Wlthm one hundxed ,
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 i San Francisco) reasonable supporting documentation for any
expenses ot category of expenses questioned by City in such notice. Promptly after the receipt
of such written request from City, Landlord and City shall endeavor in good faith to res,olve
Clty 5 questlons or dlSp'lItC : :
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(b)  Further, City shall have the right, not more frequently than once duting any
calendar year and upon not less than thirty (30) days’ written notice to Landlord, to audit the
books and recotds of the Building related to Operating Costs and Real Estate Taxes for atiy or all

- of the prior three (3) Expense Years and Tax Years, Such audit may be conducted by the City
Controller or his or het designee or by an independent accounting firm selected by City (“City’s
Representative”) and may be made in connection with City’s review of back-up documentation
desctibed 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 of Landlord’s receipt of City’s
audit report, Landlord shall notify City as to whether Landlord agtees or disagrees with the

.conclusions reached in City’s auditor’s report. Disclosure of materials provided by Landlord in
comnection with the audit shall be subject to the tetms of Section 4,11 below, In no cvem may
-City audit the same Expense Year or Tax Year more than once.

o (c) ’I‘Jurty (30) days after receipt of the City’s audit report, the parties shall meet and
- endeavor in good faith to resolve the dispute. Ifthe parties fail to reach agreement within ninety
(90) days aftet City’s receipt of Landlord’s objection, Landlord shall provide to City, within
thirty (30) days after expiration of such nimety (50) day period, a list of three (3) independeitt
. certified public accounting firms that are not currently providing, and have not within the five (5)
previous yeats provided, services to Landlord or City’s Controllet or Department of Real Estate,
Each of the firms shall be nationally or regionally recognized fiums with experience in,
accounting related to commercial office buildings. In order to accommodate the foregoing, City
shall provide to Landloxd, within teh (10) business days after request, a'complete list of all v
certified public accountmg firms that are cutrently providing; or have within the five (5) previous
- yeats provided, services to City’s Controller or Department of Real Estate, Within thitty (30)
days after receipt of the list of accounting firms from Landlord, City shall select one of the three
(3) firms by written notice to Landlord, which firm is referred to herein as the “Independent
CPA”, The Independent CPA shall be engaged by Landlotd on a non-contingency basis and
moust sign a confidentiality agtesment in a form reasonably acceptable to Landlord. The
Independent CPA shall examine and inspect the records of Landlotd concerning the disputed
components of Opexating 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 andit to completion as quickly as reasonably possible,

(d)  Ifthe 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
Landlord and City.as provided in the first sentence of Section 4.9(c) above) determines that

- Landlord’s Expense Statements or Tax Statéments were in ertor, and the correction of such -
‘errots 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 teimburse Landlotd for one-half (1/2), of the cost of the examination and -
inspection by the Independent CPA, provided that if the Independent CPA review (or, if
Tandlord does not engage the Independent CPA as provided above, then City’s audit following
the resolution, if any, of any dispute between Landlord and Cify as provided in the first sentence
of Section 4.9(c) above) discloses any errors that result in a reduction in the amount of City’s
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Percentage Shate of Operatlng Costs or Rea] Estate Taxes of five percent (5%) or more for aﬁy
Expense Year ot Tax Yeat, then Landlord shall pay the costs reasonably incurred for such audit
-and review for such Expense Year or Tax Year. Inno event shall City be pemutted to make a
claim against Landlord for any errots or omissions in an Bxpense Statement ot iri Landlord’s Tax
Statement that was delivered to City more than three (3) years ptior to the date of the claim, ot, if
City exercises its tight to audit Landlord’s books and records, more than three (3) yeats priorio
the date such audit was commenced. . .

4.10 Records

Landlord shall maintain in a commercially reasonable manner all material records
pertaining to Operating Costs, Real Estate Taxes, and any other chatges paid by City putsuatt .
hereto, for the greater of five (5) years following the yeat to which the record pertalns or the
resolution of atiy dispute between Landlord and City regarding the Operating Costs, Real Estate
. taxes, and any other charges for the applicable year (or such longer perlod that Landlord; in its
sole discretion dstermines-appropriate), City acknowledges that it is commercially teasonable to
retain the records in electronic format, provided that such format allows for delivery to City of
teasonable back up documentation, such as invoices and contracts (which may be retained and
delivered in an electronic format such as pdf) , All such books.arid records shall be avatlable for
mspectlon, copying and audit by City and its representatives, at City’s expense, subject fo the
provisions of Section 4.9 (Audits) above. Landlord shall not charge for electronic dehvery of
documents.

411 D1sclosu1 es; Confidentiality  °

The California Public Records Act (Govarnment Code Section 6250 et seq.) is the State
. Taw governing public access to the tecords 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 premisé of both the Public Records Act and the
Sunshine Ordinance is that records in the possession of government generally are public
_ property. Absent some specific and limited exceptions, City agencies must make those records
available for the public fo inspect ard copy.

* Landlord anticipates that in connection with the audit rights contemplated by this Lease,
Landlord may share with certain representatives of the City certain confidential information that
-is exemnpt fiom discovery under the California Public Records Act and the San Francisco
Sunshine Ordinance, As used in this Section, “Confidential Information” means certain
technical and non»techmoal pmprletary infotmation that constitutes the trade secrets of Landlotd.

If Landlord beheves in-good faith that any information required to bc 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 itern of information the person claims is Confidential
Information and identifying the spemﬁc statute or Jud101a1 authorify under which the clann g -
made. :
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City agrees that to use reasonable cate to safeguard the Confidential Information flom
disclosure to any third party other than employees and contractors of City departments who have
aneed 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 Francisce Sunshine Ordinance, or a
couxt order, City may disclose such Confidential Information to the extent 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 Confidentia]
~ Information, City shall inform Landlotd either that the City will refuse to disclose the purpotted
Confidential Information or, that City has determined that thete is no ptoper basis for such
refusal and that City intends to disclose the information nnless ordered otherswise by a court,

- Upon receipt of notice from City of a dis¢losute request, Landlord may at ifs electiont provide
City with any information Landlord believes is relevant to the determination of whether such
information is exempt from discovery under the California Public Records Act and the San
Francisco Sunshine Ordinance, or seek injunctive relief against such disclogure, Landlord shall
nof seek to prevent or limit the disclosure of any information subject to a disclosure request or an
order by a court or 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 (1) was rightfully in possession of ot known to City without any obligation of
confidentiality prior to receiving it from Landlord; (if) s, or subsequently becores, legally and
publicly available without breach of this Lease; (iif) is rightfully obtained by City from a source
other than Landlord without any obligation of conﬁdentlaﬁty, or (iv) is developed by or for the
City without use of the Confidential Information.

4,12 Rent Abatement and Termination Rights for Unsafe Condition or
Interruption in Xssential Services :

It Clty s ability to carty on its business in the Premlses is materially impaired as a result
of (i) Landloxd’s inability to supply any of the Building’s sanitary, electrical, heating, aif
conditioning, water, or elevators serving the Premises (“Essential Services™) or (i) the Premises
or the Common Areas or any portion theteof being rendered unsafe for human occupancy (an
“Unsafe Condition™), and such disruption in Essential Services or Unsafe Condition continues
for thres (3) or more consecutive business days affer notice to Landlord of the disruption in
Essential Services or Unsafe Condition, then commencing on the third (3°) business day Rent
payable hereunder shall be abated based on the extent such dismiption in Essentlal Service ot an
Unsafe Condition materially impairs City’s ability to carty on its business at the Premises, The
provisions of the preceding sentence shall only apply to the extent that Landlord collects rent
loss insurance proceeds during the abatement period. Such abateraent shall continue until the
Essential Services have been restored or the Unsafe Condition has been remedied so that such
-matter no longer materially impaits City’s ability 1o catty on its business in the Premises, In
addition, if City’s use of the Premises is materially impaitred as a result of a disruptionin
Hssential Services or an Unsafe Condition that is (1) within Landlotd’s reasonable control and
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continues for ninety (90) or more consecutive days after City’s written notice thereof to
Landlord, or (if) outside of Landlord’s reasonable control (provided that such interruption, failure
or inability did not atise from any act, negligence or willful misconduct of City or any other City
Parties) and continyes for three hundred sixty five (365) ot mote consecutive days after City’s
wtitten notice thereof to Landlord, then C1ty shall have the right to terminate this Lease upon. .
thirty (30) days written notice to Landlord given during the period of such failure, without
limiting any of its other tights or remedies heteunder 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, () nothing in this Section shall limit or .expand the
parties” rights and responsibilities with respect to any distuption due to casualty pursuant to
Article 12 (Damage.and Destruction) or Article 10 (Comphance with Laws), and (if) nothing in
this Section shall create additional maintenance or repair obligations that Landlord does not

- otherwise have under the tetms of this Lease. Notwithstanding the foregoing, City shall not be
entitled to any abaternent of Base Rent or City’s Percentage Share of Operating Costs and Real
Estate Taxes ot right to ternrinate if the Unsafe Condition or Landlord’s inability to supply
Essential Services to City is due to the acts, omissions ot negligence of City, its Agents or
Invitees, To the extent the distuption of Essential Services ot Unsafe Condition results from
damage ot destruction to the Building, the Rent abatement and temunahon provisions of

Article 12 shall control :

5. USE
51  Permitted Use and Zéning.Matt{ers

(a)  City may use thé Premises for-such uses as may be speclﬂsd in the Basic Lease
Information (the “Permitted Use™), and for 1o othet use without the prior written consent of
Landlord, which shall not be unreasonably withheld or delayed. City shall not use the Premises
or Common Areas or permit anything to be dons by City or City’s Agents or Inryitees in or about
the Premises or the Common Areas, or any othet portion of the Building or Property, which
would unreasonably 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
nuigance or waste in, on or about the Premises, or Common Areas or any other portion of the
Building or Property, City acknowledges that the opetation of Property is subject to the
Declaration and City shall be requited to comply with tequirements of the Declaration, Without
limiting the generality of the foregoing, City expressly agtees that City shall not use the
Premises fot any of the following purposes: (i) drug counseling or treatment; (if) the detention of
criminals; (iii) parole or ptobation pro grarms, counseling ot meetings; (iv) medical clinics, mental
health programs or other medical sexrvices; (v) general assistance/welfare disbursements ot _]Ob
trainidig/counseling or other programs for the recipients of general assistance/welfate
' disbursements; and/or (vi) the detention of any persons who are undet active criminal

inyestigations (each, a “Prohibited Use™), without Landlord’s prior written consent, which
. Landlord may not delay but may withhold in its sole absolute discretion,

(b)  TInaddition, Clty shall have no right to use the Premises for any Bankmg Use,
without Landlord’s prior written consent, which consent may be withheld in Landloid’s sole and
absolute discretion,. For purposes of this Lease, “Banking Us ” means retail or wholesale
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" banking opetations, 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 o other self-service banking devices or atherwise.
“Financial Institution” means any state bank, hational bank, savings and loan association,
savings bank, credit wnion, investment or stock brokerage firm, or other stmilar entity. The'
foregoing shall not be deemed to prohibit City from the collection of taxes or fees.

(¢)  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 all ot any portion of the Premises or the Building, and/or the
suitability of the Premises or the Building for the Permitted Use, and City waives any implied
warranty that the Premises or the Project are suitable for the Permitted Use. City shall obtain all
required govertimental approvals to conduct the Permitted Use at the Premises.

82  Observance of Rules and Regulatioﬁs

City acknowledges and agrees to observe the current Building rules and regulations
a’ttached hereto as Exitibit D (the “Building Rules and Regulations” and/ot the “Rules and
Regulations”), Landlord may make reasonable additions or modifications theteto, which shall be
binding upon City within a reascnable implementation period upon Landlord’s delivery to City
of a copy thereof, provided that such additions or modifications shall ot reduce Landlord’s
obligations hereunder nor unreasonably interfere with City’s business otherwise petmitted to be
conducted in the Premises in accordance with this Lease, and siich additions ot 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 ate to be provided to City at no charge, and not
materialty advetsely 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 fair and nondlsmmnnatory tnantier and use 1easonable effofcs to cause other Bulldmg tenants
to comply with them. '

6 . LEASEHOLD IMPROVEMENTS

61 Leasehold Tmprovements,

(a)  Leasehold Improvements, Landlord, through its general contractor approved by
‘City, shall demise the Premises, perform the wotk and make the installations in the Premises and
the Common Areas pursuant to the Construction Documents approved by City, and in ,
accordance with the provisions of the Work Letter attached as Exhibir E hereto (the “Work *

- Letter™), The term “Leaschold Improvement Work” shall mean all of the work of designing,
constructing and installing the Leasehold Iinptovements. 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 TI Premises shall be the same as for the Phage ] Premises,

-with such site specific adjustments as needed to reflect the Leasehold Improvement Wark to be
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performed it the Phase II Premises, For the avoldance of any doubt, the form of Work Letter
attached heteto 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 Work Letfer for such phase, -
but in no event may the Work Letter utilized for each phase contain terms and conditions which
ate inconsistent with the tettns and conditions contained jn the template Work Letter atiached -
hereto ag Bxlibit E uoless mutually agteed to by the parties. The cost of the design and :
canstruction ofthe Leasehold Improvernents and all costs and expenses in connection therewith,
shall be paid by City, subject to the Allowance provided by Landlord, as desoribed in the Basic
Lease Information and the Work Letter, Without limiting Landlotd*s obligation under . ‘
‘Section 10.1 regarding compliance with applicable Laws, Landlord shall not be required to make
‘any structural improvements, modifications or alterations as part of any Leasshold Improvement
Work or-Leasehold Impro%ments

*"'The Leasehold Improvements shall be constmoted pursuant to constrdotion plans and
specifications ptepared by Landlord’s architect and mutually agreed to by City and Landlord.
With respeot to the Phase I Premises, City.shall be required to have agreed with Landlord
regarding the construction plan and specifications for the Phase I Premises by Decembes 15,
2017 3 provided, however, that such date shall be extended on a day for day basis for each day, if
any, betwean the dato'that is seven (7) days after the Bffective Date and the date that Landloxd

 provides the Section 23.30 Notification. With respect to each portion of the Phase II Premises,
City shall be required to have agreed with Landlord regarding the construction plan and
specifications for each pottion of the Phase Il Premises within thirty (30) days after Landlord .
notifies City of then scheduled expiration, or earlier termination date of the existing lease with
respeot 10 such portion of the Phase I Premises. -

 Since fhe titning of the lease of the Phase II Premises is subJ ect to Landlord entering into
agreements with existing tenants as elsevhere provided in this Lease; no portion of the
 Allowangce for the Phase II Prefnises shall be made-available for use by City unless and until
- Landlord confirms in writing to City the size of the Phase IT 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 Allowange for the applicable Phase Il Premises may ba calculated.

(b)  Additional Construction Allowancs, At City’s request, in addition to the amount
of any constroction allowance provided by Landlord purstiant to the Work Letter, Landlord shall
:provide an additional allowance for construction of improvements to the Premises (the
“Additional Construction Allowance”) in the Basic Lease Information. Commencing on the
Commencement Date with respect to the Phase I Premises, and on the applicable Phase I
Commencement Date with respect to the applicable Phase Il Premises, and continuing umtil such
sum is repaid in full, City shall pay Landlord on a monthly 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 commencing on the
Commeticement Date for the Phase I Premises and commencing on the applicable Phase II
Commencement Date for the applicable Phase I1 Premises and ending on the Expitation Date
(withput regard to Extension Options) (each such monthly payment, an “Additional Construction
Allowance Amottization Payment”). The intetest provided for above shall commence to accrue
from the applioable dates of disbursement of the Additional Construction Allowance. For the
‘each of the Phase I Premises and the Phase II Premises, Landlotd and City shall confirm in
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“writing the amovgts for such Add1t16na1 Construction Allowance in an Amortization Schedule,
City may prepay part or all of the Addltlonal Construction Allowance at any time without pre-
payment penalty. .

Since the timing of the lease of the Phase II Prermises is subject to Landlord entering into -
termination agreements with existing tenants as elsewhere provided in this Lease, no portion of
. the Additional Construction Allowance for the Phase IT Premises shall be made &vailable for use
by City unless and until Landlord confirms in writing to City-the size of the Phase I 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 Additional Construction Allowance for the apphcable
Phase TI Premises may be caloulated

() Constmctmn Administration Fee. Landlord shall be entntled to a construction
administration fee (the “Construction Administration Fee™) equal to two percent (2%) of the cost
~ of the design and construction of the Leasehold Improvement Work., The Construction
. Administration Fee shall be deducted from and be pa,yable out of the Allowance.

6.2 Substantlal Complehon

The terms “Substantiallumple’ced” and “Substantial Completion” for putposes 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 terms of the
Work Letter or other plans or specifications or standards set forth in this Lease, as cettified by
the architect of record for the Construction Documents by delivery of ATA Document G704,
Certificate of Substantial Completion, so that City can oceupy the Premises and conduot busmess
therein, (i) Landlord has procited a temporary or final certificate of occupancy or final
‘inspection and sign-off on the job card for the applicable improvements or other work and all.
" necessary inspections tequired 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 thereof to City, (iif) Landlord has completed a three (3) day running “burn
off” of any HVAC system serving the applicable improvements or othet work following
completion of all floor installations and peinting to dissipate fumes and dust, (iv) Landlord has
delivered an air balance report showing any HVAC 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 af
Landlord’s written notice to City that the applicable Leasehold Improvernents 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 requirernent of Substantial Completion,.
which'is City’s responsibility. The date of Substantial Cormpletion shall, upon request 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 materially 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 thitty (30) 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 Constructlon Documents and the terms of the
Work Letter, provided that such incomplete or defective items were not teasonably obsetvable
on the eatliet walldthrough i mspecuon of the Premises and are not the result of damage caused by
City during of after its move-in. Landlord shall wse commercially xeasonable efforts to complete
all defective or incomplete items identified in such punchlist within thirty (30) days after the
delivery of such list, or as soom thereafter as reasonably practicable. City’s failure to include any
itera 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 petiod provided for in the construstion
contract w1th the general contractor for the Leasehold merowments

No approval by City or any of its Agents of the pricing plans, Construction Docuinents or
~completion of the Leasehold Improvement Work for purposes of this Lease shall be deemed to
constitute approval of any govetnmental or regulatory authority with jursdiction over the
Prémises, and nothing herein shall imit Lendlord’s obligations to obtain all such approvals. .

6.3  Installation of Telecommupmications and Other Equlpmen’t

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 facilitles and equipment at ifs 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 ate 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, witing, Landlord and City shall cooperate in
determining the horizontal end vertical locations of the risers and other areas of the Building (if
any) through which City’s telephone and data cables will be installed, in ordet to satisfy City’s
reasonable requirements, without interfering with the operation of Building Systetis or other
fenants’ or oceupants’ systems and without interfering with Landlord’s ability to provide services
‘and utilities to other tenants or oceupants. In addition, City acknowledges that its cabling will
- connect to a MPOE used by other tenants of the Building, Subject to the provisions of the
‘Building Rules 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 othet portions of the Building
at reasonable times during the conrse of construction of the Leasehold Improvements in order to
install City’s facilities and equipment. City shall have the right to entet the Phase I Premises 21
days before the Corumencement Date, and the Phase II Premises 21 days before the Phase II
Commencement Date, to install wiring, cable, furnitute, equipment and fixtures. City and
Landlord shall use their good faith efforts to coordinete 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 shall not be ehdrged for freight elevators, security, access fo loadmg docks, utilities and
"HVAC during City’s move into the Building, and shall not pay Base Rent or Opera‘ang Costs for
the applicable space dm'mg the early access periods,
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6'4 Intentionally Deleted.
6.5 Graphics ; Building Directory.

()  Building Directory. To the extent not already ex1stmg, prior fo the
Commencement Date, Landlord shall install or construct a Building directory in the lobby of the -
Building containing a listing of City’s name and such other infotmation as City shall reasonably
require (including, at City’s option, the names of all of City’s businesses, related entities,

* assighees and sublessees and the suite numbers occupied), provided that City’s listing on the
directory shall be in a size and manner thatis representative of City’s proportionate share of

- space In the Building. Landlord, at City’s expense, shall pay the cost of constructing the .
directory in the lobby and the cost of mam’[azmng (but not constmctmg) the directory shall be an.

- Operating Cost.

(b)  City Signage. All City graphics visible In or from elevator lobbies, public
corridors or the exterior of the Premises shall be subject to Landlord’s prior wiitten approval,
City shall not display anty signs or graphics of City visible from the exterior of the Building
~W1thout Landlord’s prior written approval, which Landlotd with withhold in its sole discretion,

6.6  Intentiomally Deleted
6.7  Good Construction Practices

" All construetion 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 performed in accordance with
the Building Rules and Regulations, and subject to Landlord’s 'pn'm written approval of any
tradesmen, in Landlord’s sole discretion. The following provisions shall apply with respectto .
construction of Leasehold Improvements in connection with the Phase II Premises: ® Landlord
shall undertake commercially reasonable measures to minimize damage, distuption or :
inconvenience caused by such work and make adequate provision for the safety and conivenience

‘of all persons affected by such work, (il) dust, noise and other effects of such work shall be
controlled using commercially reasonable methods customarily used to control deleterious
effects associated with similar office construction projects (i.c., after-hours core drilling), and

- (if) Landlord, while performing any construction, shall undertake commetcially reasonable
measures in accordance with good construction practices to minimize the risk of injury or
damage to adjoining offices, orths risk of injury to members of the public, caused by or resulting
from the performance of such constructton

6.8 - Construction Improvements that Distaxb or Remaove Exterior Paint

If applicable, Landlord shall comply Wlth all reqmrements of the San Francisco Building
Code Section 3407 and all othex applicable Laws, including but not limited to the California and
United States Occupational and Health Safety Acts and their impletenting regulations, when the
+ work of improvement or alteration disturbs or removes exterior lead-based or “presumed” 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 exterior or intériot lead-based or presumed
lead-based paint, Further, Landlord and its Agents, when disturtbing or removing exterior or
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'interior lead-based or presumed lead-based paint, shall not nse or cause to be used any of the
following methods: (a) acetylene or propane burnihg and torching, (b) sctaping, sanding or
prinding without containment barriers or a High Efficiency Partioulate Ajr filter (“HEPA) local
vacuum exhaust tool; (¢) hydro blasting or high-pressure wash, without containment bartiers;

* (d) abrasive blasting ot sandblasting without contalutrient barriers or'a HEPA vacuum exhaust , -
tool; and (&) heat gung operating above 1,100 degrees Fahrenhéit. 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 ¥rancisco Building Code, demonstiates an
absence of lead-based paint on the exterior surfaces of such buildings. Under this Section, lead-

‘based paint is “disturbed of 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 ot an exterior sutface so as to abrade, loosen, penetrate, cut thtough
ot elitninate paint from that suiface, Notice to City under this Lease shall not constitute notice o

. the City’s Department of Building Inspection 1equ1red undet Section 3407 of the San Fiancisco

N Bmldlng Code

6,9 LEED Ceriification

Landlozd shall reasonably coopetate (at no addmonal cost and wﬁhout Hability to

Lendlord) with City’s efforts to seek a minimum of LEED Gold cettification, as outlined by the
. U.S. Green Building Council, with xespect to the Leasehold Improvements, Landlotd shall

- engage LEED professional(s) to consult with Landlord in connection with the design and
construction of the Leasehold Tmprovements, provided that City shall pay all fees and costs of
such LEED professionals and all costs incurred in connection with LEED documentation and the
filing of all LEED applications. Landlord shall provide to City, for City’s approval or .
disapproval, a budget or other satisfactory estimate of the fees of such professionals prior to,’
engaging them. The foregoing LEED costs may be paid out of the Allowance and the costs for
improvements related to LEED certifioation shall be treated as part of the I easehold
Improvement Worlk, and shall be paid out of the Allowance; regardless of the location of the
Improvernent 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 t6
make improvemerits or changes to Building Systems or operations which directly and adversely
- impact the Building’s systetn opetations or other facilities. Any delay in Substantial Completion
resulting from City’s election to seek LEED certification shall constitute a Tenant Delay, except
to the extent such delay results from a Landlord Delay. After Landlord becomes aware of aty
factor that will, or i likely to, result in a Tenant Delay due to City’s election to sesk LEED
cettification, Landlord shall use reasonable good faith.efforts t prompily notify City of such
oceutrenice, together with Landlord’s then good faith estimate of the probable duration of such
Tenant Delay, but 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 -
Tenant Delay tesulting from City’s election to seele LEED certification, Failute to obtain LEED
certification shall not impose any liability on Landlord or dimlmsh Cfny s obligations undet this
Lease. : :
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7. ALTERATIONS AND PERSONAL PROPERTY
7.1 Alferations by City -

(&)  City shall not make or permit any alterations, installations, additions or

improvements (collectively, “Alterations™) to the Premises without first obtaining Landloxd’s
" written copsert, which consent shall not be unréasonably withheld or delayed. Notwithstanding
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

- commencement of work with tespect to such Alteration, City provides Landlord with reasonably
detailed-plans with respect thereto or, if the Alteration is of such a natute that formal plens will
not be prepared for the work, City provides Landlord with a reasonably specific written
-~ description.of the wotk; (c) such Alteration does not requite any alteration in, or adversely affect,
the Building Systems or.any structural components of the 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 ot mote of the Building Systems or any structural components of the
Building or any part 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 intogral whole. Cosmetic Alterations shall comply ‘
~with all of the other provisions of this Article 7, excluding only the requirement to obtain
Landlozd’s prior written consent thereto, Any Alterations permitted hereunder shall be made at
‘City’s cost in compliance with applicable Laws and in accordance with reasonable procedures as
then established by Landlord and the provisions of this Asticle 7. Landlord shall use
commercially reasonable efforts to cooperate with City in securing building and othet permits
and authorizations needed in connection with any permitted Alterations; provided, however,
Landlord shall not be required to expend any funds in connection therewith, In connection with
all Alterations, Landlord shall be entitled to a fes 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 incurred by Landlord in reviewing the plans and specifications for City’s ptopesed
Alterations. City acknowledges that City must comply with the Building Rules and Regulations,
- and with Landlord’s approval of any tradesmen, in its sole disoretion. Inno event shall any
Alterations by City produce noxious fimes from VOC’s ot-other chemicals.

‘(b)  City shall be solely responsible for compliance with all apphcable Laws in
connection with all Alterations, Without limiting the generality of the foregoing, City shall 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 reimburse Landlord for the reasonable and
actual cost thereof within thirty (30) days aftet written requést accompanied by an invoice or

34

7253436616

993



Sz s
e

other reasonable supporting documentation. Further, if Landlord estimates thet the cost of the |
work to be petformed outside the Premises will exceed Five Thousand Dollars ($5,000.00), -

- Landlord may requiré City to deposit the estimated cost of such work with Landlord prior to the
commtencement thereof. Within thirty (30) days after the actual cost of such work is determined,
Landlord shall refund any-overpayment to City or City shall pay any shortfall to Landlord, as the
case may be. City shall complete or cause completion of all Alterations with due dilipence after
commencement in order to cause the least disraption to Building operaﬁons and occupants, -

(c) Ifrequired by Landlord in witing at the time Landlord pr ovides consent to, an
Alteration (provided that at the time City (or any applicable assignee or sublessee) submits its
plans and specifications to Tandlord for approval, City (or any applicable assignes or sublessee)
requests in bold typeface or all capital letters, that Landlord identify Alterations to be remadved),
City shall, prior to the expiration of the Term or earlier termination of this I.ease, remove such -
- Alteration at City’s cost and expense and restore the Premises to the condition existing prior to
the installation of such Alteratior. If City fails so to do, then after writtens notice to City
Landlord may remove such Alteration and perform such restoration and City shall, within thirty
~ (30) days, reimburse Landlord forthe cost and expense reasonably incurred by Landlord to
- perform such removal and restoration (which obligation of City shall survive the expiration or
earlier termination of this Lease). City shall repair at its cost and expense all damage to the
Premises or the Building caused by the removal of such Alteration. Notwithstanding the
foregoing, in no event shall Landlotd requite the tremoval of Alterations which are not
© Extraotdinaty Improvements, as defined in Article 20, Subjectto the fore going provisions
regarding removal, all Alferations remaining at the Premises at the expiration or earlier
termination of this Lease shall be Lendloxrd’s property from and af:er the expiration or earher
termmatlon of this Leage, without compensation to City.

7.2 Title to Improvemeénts

Subject to the provisions of Section 7.1 and Article 20, except for City’s Personal.
Property, all appurtenances, fixtures, itprovements, equipment, additions aud othet property
pelmanently Installed it the Pretaises as of the Commencemernt Date ot during the Term shall be
and temain Landlord’s pr operty. Clty may nof remove such property unless Landlord oonsents
Thereto .

73 City’s Personal Property; Removal; Equipmant Waiver

All fupniture, fumlshmgs equipment, trade fixtutes and articles of movable personal
property installed in the Premises by or for the account of City and that can be temoved without
structural damage to the Premises (collectively, “City’s Petsonal Property”™) shall be and remain
City’s propetty. At any time during the Term or at the expiratjon thereof, City may temove any
of City’ s Personal Property provided City shall repair any damage to the Premises resulting from
such removal, Upon the expiration or ezrlier termination of this Lease, City shall remove City’s
Personal Propetty from the Premises in accordance with Section 20 (Surtender of Premises), to
the extent requited thereunder, Landlord acknowledges thatsome of City’s Personal Property
may be financed by an equipment lease financing or otherwise be subject to a security interest, ot
owned by an equipment company and Jeased to City. Landlord, upon City’s reasonable request,

“ shall execute and deliver a waiver, in'a form reasonably approved by Landlord, of certain tights
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Landlord may have or acquire with respect to City’s Pezsonal Propetty, so 1ong ag the supphel
equipment lessor ot lender agrees to terms and conditions reasonably requested by Landlord,
Landlord shall recognize the rights of a supplier, lessor or lendet who has an interest in any items
of City’s Personal Property to entet the Premises and remove such property at any time duting
the Term or within a teasonable time thereafter, subject to such terms, conditions and restrictions
as Landlord teasonably and custornarily imposes, and provided that City shall reimburse
Landlozd for any attorneys’ fees ot other costs reasonably and actually incutred by Landlord in
negotiating an agreement with such suppliet, lessot ot lender within thirty (30) days after Wntten
request accompanied by an invoice or other reasonable supportmg documentation. : '

74  Alteration by Landloxd

Landlord shall use commercially reasonable efforts to minimize interference with or
disruption to City’s use and occupancy of the Premises during the performance of any
alterations, installations, additions ot improvements to the Building, including, without
limitation, any leasehold improvement work for other tenants in the Building. Landlord shall
take commercially reasonable steps to remedy any sucn interference or dmmpnoq upon receiving
City’s notice thereof,

8. ©  REPAIRS AND MAINTENANCE '
81  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 Matket area (subject to ordinary wear and tear consistent with such standard and
Landlord’s obligations following damage and destruction as set forth in Asticle 12), at
Landlord’s cost (but as part of Operating Costs subject to any express exclusions from Opetating
‘Costs expressly provided for in this Lease), all portions of the Buiilding including without

 limnitatjon, the roof and roof decks, foundation, bearing and exterior walls and subflooring,
elevators, current Building systems including lighting, heating, ventilating, air conditioning,
plurbing, electrical, fire protection, life safety, back-up power, back-up watet, secutity 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
Premises (except as otherwise provided in this Lease), (if) the premises of other tenants or
occupants of the Building, and (ifi) non-Building standard systerns installed by of 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 acknowledges that, without
relieving Landlord of its obligations hereunder, Landlord shall be entitled to delegate its repair

-and maintenance tespohsibilities to a qualified third party selected by Landlord in Landlord’s
teasonable disoretion, Landlord shall nse commetcially reasonable efforts not to permit any
other tenants or ocoupants of the Building to disturb or interfere with Clty s use of the Premises

ot permit to be done in or about the Building oz anyﬂnng that is illegal, is dangerous to persons

or property or oonstrfutes a nuisance,
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8.2  City’s Repaits

. Subject to any construction wartantiés or gnaranties recetved ih connection. with
Landlord’s completion of the Leasshold Improvements and Landlord’s repair and maintenance
obligations heteunder, City shall keep the intetior of the Premises and non-Building standard
systems installed by or at the request of City in good working order and in a safe and sanitary
condition, except for ordinary wear and tear and damage by Casualty, City shall make any
required repeirs and replacements (i) at City’s cost, (if) by City employees or by contractors ot
mechanics selected by City and reasonably approved by Landlord, (iif) so that sate shall be at
least substantially equal in quality, value and utility to the original work or installation prior to
dsmage thereof, (iv) in a manner and using equipment and materials that will not materially -

interfere with ot impair the operations, use or occupation of the Building or the Building

. Systems, and (v) in complance with all applicable Laws, including, without limitation, any
applicabls contracting requirements under City’s Chatter and Administrative Code and, to the
extent applicable, the provislons of Article 7 of this Lease. At all times duting 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 ate to.be
maintained by Landlord pursuant to this Lease). Sitnilarly, at all times dvring the Term, City
shall afford Landlord access to those portions of the Premises which are necessary to install
mainfain, tepair or replace cabling and facilities serving Landlord or tenants ot ocoupants of the
Building, provided that Landlord shall give City reasonable advance notice of the proposed work:
and shall take all reasonable steps to cause all such work to be done in such a manner as o cause
. as little interference to City as possible. Except as explicitly set forth to the contrary in this
Lease, City hereby waives all rights, including those provided in California Civil Code Section
1941 ot any successor statute, to make repairs which are Landlord’s obhgatlon 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 tetminate thls Lease

8‘3 Liens

City shall keep the Premises and the Building free from liens atising out of any work
pexformed, matetial furtdshed or obligations incurted by or for City. Landlord shall have the
tight to post on'the Premises any notices permitted or required by Law ot that Landlord deerns
are needed for the protection of Landlord, the Premises, or.the Building, from. mechanics’,
matetial suppliets’ or other Hens and to take any other action at the expense.of City that Landlord
deems necessary ot appropriaté to prevent, remove or discharge amy such Hen, provided that
Landlotd shall first allow the City the reasonable opportunity to contest such lien or take other
appropriate action to remove or bond over the len for a perjod of ot less than thirty (30) days
(or such shorter period as may be requited in conmection with any financing or sale of the

~ Building), City shall Indemnify Landloxd for all Claims which may be asserted against ot
incurred by Landlotd as'a result of City’s failure to comply with the obligations of this o
Section 8.3 (which indermnity obligation shall survive the Expiration Date or earlier termination
of this Lease), City shall give Landlord at leastten (10) business days prior wiitten notice of
commencement of any repair ot construction by City on the Premises to allow Landlord to post a
Notice of Non-Responsibility W1th tespect to the work
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9, UTILITIES AND SERVICES
9.1 Landlord’s Provision of Utilities and Services fox the Entire Premises

. (8  General. Subjectto limitations, if any, imposed by applicable Laws, Landlord
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 tequited for City’s comfortable use and occupancy of the Premises, from 8:00 AM
(so long as the Building temperature is stabilized by 8:00 AM, which in most cases will require
system activation prior to 8:00 AM) to 6:00 PM Monday through Friday (“Daily Basis™); (i)
passenger elevator service Monday-Sunday; (iii) water from the municipal water distribution
- gystem 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 Section 22.3; (v) HVAC
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
9.1{c) below and Landlord’s scheduling rules.and the tights of other tenants to use the freight
elevator. During the Term, City shall have acoess to the Premises at all times Monday-Sunday,
subject to City’s compliance with Landlord’s reasonable access procedures and Landlord’s right
to prevent access-n the case of an emergeney, For purposes of item (i) above, Landlord shall be
conclusively desmed to have provided hieating, air conditioning and ventilation in amounts
required for City’s comfortable use and oceupancy if Landlord operates the heating, air
conditioning and Ven’cllatlon system in a manner consistent with the applicable ASHRAE
standards,

- (b) Electrlcal Service. Landlord shall also provide (or atrange wﬁ:h the appropnate
utility to provide), electric current in amounts 1equ1red Tor the infended operation of the
equipment in the Premises, including computers, ait conditioning units, electrified furniture,
personal computers, servers and other normal office machines and equipment, along with
emergency back-up power sufficient for critica] 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 setvice 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, Landloid 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 foregoing, (1) Landlord
shall have the right to requne City to contract directly with PG&E or SFPUC with tespect to any
of the meters at the Property in which case City shall pay the applicable utility bills directly, and
(i{) City acknowledges that HVAC powet fot the Building and the other 1mp1ovements onthe
Parcels comes through one meter and cannot be sub-metered.

(c) After~Hours HYAC and Excess Sermces In the event that City requests
HVAC, janitorial, security or other services i addition to the services provided by Landlord
. pursuant to Sections 9.1 (a), 9.2, 9.4, or 9.7, or if City’s use requires additional security services,
* then City shall pay 6 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 Commmencement Date, after houts HVAC services shall be charged at a rate
of $250.,00 pet hour, or for only fan ventilation use after hours, a rate of $100.00 pet hour, with
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24 hours advanced notme Whenever reasonably possible; provided, however, that the foregoing
ratés shall be subject to reasonable annual increases by Landlord during the Téxm. City shall
keep Landlord informed in advance of any public mestings in the Building, thtough use of 2
monthly calendar or otherwise, that are scheduled oniside of the period of 8:00 auy, to 6:00 pam,
Monday through Friday), or ate scheduled on New Year’s Day, Martin Luther King Day,
President’s Day, Memorial Day, Independence Day, Tabor Day, Thanksgiving Day aud the day
after, and Christmas Day all of which holiday days ate considered after hours, 56 that Landlord
and City can agtee upon the potential need for additional services. Notwithstanding the

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

9.2 Services for the Common Areas and Building

(8 + Common Area Janitorial Service, Landlord shall provide at its cost (as an
Operating Cost, to the extent applicable) janitorial service to the Common Areas in accordance
with the specifications set forth in Exhibit H attached heteto. Leandlord 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 otdetly condition, is

 consistent with the janitorial service provided from time to time in comp arable Class A office
buﬂdmgs

(b)  Building Security Setvice, Landlord shall provide at its cost (as an Qperating

Cost, to-the extent applicable) security for the Building, City acknowledges that security
currently consists of one security officet that patrols the Parcels, Landlord resetves the nght to
reasonably revise the security services from time to time during the Term, consistent rith
secuity provided from time to time in comparable Class A office bulldmgs and in no event for -
fewer than twenty-four (24) hours per day, seven days per week. Subject to Landlord’s prior
approval, which approval shall not be unteasonably withheld, conditioned or delayed, City may
install-and operate its own access control to the Premises, provided that City’s access cotitrol
system shall not interfere with Landlord’s access control system of the Builditig. *City shall be -
responsible for all security necessitated by City’s use of the Property. City acknowledges and

_ agrees that Landlord shall at all times have acoess to the Premises in the event.of an emergency .
and as reasonably necessaty to provide the services to be furnished by Landlord undez this Lease. -

(© Bmldmg Graffiti Removal, Landlord, durmg nortnal business hours, shall
promptly remove graffiti (as an Operatmg Cost, to the extent applicable) from Building surfaces
outside the Premises.

9.3 Intentionaﬁy Deleted

94  Janitorial Sexvices'

- Landlord shall provide, at City’s cost, janitorial services fo the Premises (inchiding,

without limitation, all restrooms on the floots being leased in their entirety by City) in
accordance with the specifications contained in Exhibit H attached hereto and in accordance
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with the requitements of Section 22,3 below. City may, at City’s discretion, use City employee
forces to perform janttorial services within the Premises in accordance with the specifications
contained in ExFibit H attached hereto; provided, howevet, 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 fo the -
preceding sentence, City (and not Landlord) shall be tesponsible for managing such employees.

City reserves the right, with Landlord’s reasonable appioval, to revise the janitorial
services o be provided to the Premises from time to tims during the Term, provided that such -
revised service is not unduly onerous or unreasonable and is sufficient to'maintain the Premises
in a clean and orderly condition and is consistent with the janitorial service 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
Landloxd, City shall be responsible for such costs as additional City Service Charges under :
Section 4.4 above. Janttorial service providers shall be required pursuant fo their contract or bid
1o 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 cnmmal 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, inctuding without limitation, custodial staff and
enginéering staff (Cal, Reg. Code, Title 1, Div, 1, Chap, 7, Axt. 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 Tustice Information Services, Seourity Policy section
5.2,1 (California Law Enforcement Telecommunications System (“CLETS™) PPPs)), Landlord
shall not have any Hability for any breach of the foregoing requirements by any janitorial service
providers, except as otherwise provided by Code. '

9.5 .- Conservation

Landlord may establish reasonable measutes to conserve energy and watér, including
automatic light shut off after hours and efficient lighting forms, so Iong as these measures do not
unreasonably interfere with City’s use of the Prcmlses :

9.6 - Disruption in Essenﬁal Utilities ox Services '

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

977  Addidional Services

City resetves the right to request that the Landlord, at City’s cost, petform minor Lease
related services or incur additional expenses not covered undet this Lease that the City may
requite from time to time as reasonably requested by the-City and approved by the Real Estate
Division, acting through the Diréctor of Property or his ot her designee (“Additional Services™,
provided that if Landlord, in is 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 thirty (30) days affer receipt of Landlord’s invoice therefor,
which cost shall be at the rates customarily charged by Landlord to other tenants or ocoupants of
the Building (if applicable), Landlord shall provide City with invoices fot all Additional
Services in a format reasonably approved by City, whichl format shall in all events include a
reference to the suite ot City department to which such Additional Services were provided.

10 COMPLIANCE WITE LAWS; PREMISES CONDITION
10 1 Compliance with Lavs; Covenants of Landlord

, Landlord shall make, at its cost (a8 an Oparatmg Cost, and at Landlord’s- sole cost o the
extent the applicable cost is expressly excluded in this Leage 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, Lardlord shall (as an Operating Cost, and at Landlotd’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 dulmg the Term cause the Propcrty, the Building, the Common Areas and the
Building Systetns serving the Premises to be in compliance with applicable present or future
federal, state, local and administrative laws, 1u1es, regulations, orders and other governmental
requirements, the tequirements of any board of fire underwriters or other similar body, afy -
directive or ocoupdncy certificate issued pursuant to any lave by any public officer or officets
acting in their tcgulaiory capamty (collectively, “Laws™), including, without Hmitation, . .
Digsabilities Laws, Seistnic Safety Laws, and Life Safety Laws, Notwithstanding the foregoing,
if and to the extent (a) City’s status as a governmentel entity or (b) City’s ptoposed or actual use
* of the Premises for other than genetal office use, requires changes. or upgrades to the Building or
special setvices in the Building in order to comply with applicable Law, (i) Landloxd shall
provide City with prior written notice of the requited additional changes, upgrades or setvices
and Landlord’s good faith estimate of the cost thereof, (ii) City shall be responsible for the cost
of the additional changes, upgrades or services that result from City’s status as a governmertal
entity or City’s proposed ot actual use of the Premises for othet than gencral office use, and (iif)
City shall reimbutse Landlord, promptly upon demand accompanied by an inyoice and . .,
supportmg documentation, as additional Rent, for any costs or expenses that Landlord reasonably
incuts arising from such additional changes, upgtades ot services, provided that prior to
incurring such costs or expenses Landlord shall provide City; for City’s reasonable approval or
disapproval, with written notice of the requived Building changes ot upgrades and a budget or
other satisfactory estimate of the costs and expenses fo be incurred in connection therewith, Tf
Landlotd is required to make Building changes or upgrades due to a use by City whichis nota |
general office use, City shall have the option of terminating such use and instead using the space
as genetal office space, provided that such termination shall not veduce or eliminate the City’s =
obligations with respect to any additional changes, upgrades or setvices that arose priorto such
tetmination, becoming effective. Nothing contained herein shall prevent Landlord fiom
contesting any alleged violation of Laws in good faith, including, but not limited to, the right to

- apply for and obtain a waivet or deferment of compliance, the tight to assert any and all defenses
allowed by applicable Laws, and the right to appeal any declsmns, judgments ot rulings to the
fullest extent penmtted by apphcable Laws,
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102 Cxty’s Cﬂmphance with Laws -

Clty shall use the Premises during the Term in oomphance with applicable Lavs, the
provisions of all vecorded documents affecting any portion of the Building and all life safety
programs, procedules and rules implemented or prommigated by Landlord, and shall not do or
permit to be done, or bring or keep ot permit to be brought or kept, in or about the Premises, or -
any othet portion of the Buﬂdmg, 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 riot be required to physically make any alterations, additions or othet
modifications to the Premises or the Building in ordér to comply therewith, including, without
limitation, structural alterations, except to the extent-that such modifications are necessary
because of! (a) any Alferations to the Premises made by City pursuant to Section 7.1 -
(Alterations by City); or (b) City’s use of the Prermises for othet 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 ptivate general office
users lustead of City). Without limiting the generality of the foregoing, City shall be responsible
for complying with any requirement of the 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 the 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
obligation 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 10.2, :

103 City’s Compliance with Tusurance Reguirenents

City shall not conduct or petmit any activity or any use in ot about the Premises, and:
* shall not conduct or permit any activity or use in any other portion 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: (g) invalidate ot be in conflict with any fire or other casualty
insurance policies covering the Building or any property located therein, (b) resultina
cancellation of any existing policy or insurance or ‘a refusal by fire insurance companies of good
standing to insure the Building or any such pro petty 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 fo any person or property by
teason solely of any activity being conducted or permitted by City or any employes, officer;
Agent, board, commission or invitee of any of them in the Premises; provided, however, .
Landlord shall use commercially reasonable efforts to provide City Wlth 1easonab1e, prior written
notice of any applicable i insurance 1equnemen‘cs
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1. SUBORDINATION -
111 " Existing Encumbrances

Tandlord represents and wattants to City that as of the Bffective Date, the Property is not
subject to any Encumbrance other then an existing Encumbrance in favor of Bank of America
recorded in the Official Records of the County of San Franéisco. As used In this Lease, the term
“Encumbrance” shall mean: (i) any ground leases ot other wnderlying leases affecting '
* Landloxd’s interest in the Property, or any portion thereof, (if) the Hen of any mortgdge or deed
of frust in any amount for which any part of the Property owned by Landlord, atty ground leases
ot underlying leases, or Landlord’s intetest or estate therein, is specified as security, and (i) any
other interest in the Property that could, upon foreclosure or other exercise of rights by the holder
of such interest, terminate this Lease, Concurtently with the mutual execution and delivery of
this Lease, Landlord shall obtain from Exlsting Lender, a suborchna’aon, nondisturbance and

" attornment agresment (“SNDA”) substantially in the forra of Exhibit F attached heteto or in. -
such other commercially reasonable form as 108y be reasonably acceptable to the City and
Existing Lender

112  Subordination fo Fut.;lre Encurbrances

In the event Landlord desires to-meke this Lease subject and subordinate to a future

- Encumbrancs, then as a conidition of City’s willingness to. subordinate its Lease to such

. Encumbrance, Landlord shell obtain for City from the holder of the Encumbrance a SNDA
substantially in the form of Exhibit ¥ attached hereto or in such other commetoially 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-éntitlements specifically
provided in this Lease, Landlord shall not require any subordination of this Lease that violates
the terms of any existing SNDA. In the event that any ground Jease or undetlying lease .
terminates for any reason or any mortgage or deed of trust is foreclosed or a conveyance in Heu
of foteclosure 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 suceessor Jandlord. From and aftet the date of
written notice from Landlord providing the identity and address of the holder of an
Engumbrance, City shall give the holder of the Encumbrance a copy of any notice of default -
undel this Lease served upon Landlord atthe same time as Suoh notice is glven ) Landlord

12. DAMAGE AND DESTRUCTION
12.1. Waiver of Civil Cede Sections

Landlord and City intend that this Lease fully govern all of their rights and obligations in
the event any fire, earthquake ot 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) and 1933(4) of the California Civil Code, and the provisions of any similar

. law, statute or ordinance now or hereafter in effect, as such sections may from time to time be
amended, teplaced, or 1estated to the extent such rights are inconsistent with the plOVlSlOIlS
hereof.
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12.2  Landlerd Repaix Obligations

 If the Premises, the Leasehold Tmprovements or Alferations in the Premises, portions of

the Building necessary for access to or use of the Premises or any Building Systems serving the
Premises ate damaged by a Casualty, subject to the provisions of this Article 12, Landlord shall
tepait the same with commercially reasonable diligence so as to make the Buﬂdmg ot Building
Systems at least equal in condition to fhe condition existing immediately ptior to the occutrence
of the Casualty and as similar to it in charactet as is practicable and reasonable (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 of Landlord’s
deductible shall be deemed included in the available insurance proceeds), and (if) in accordance
‘with thep-applicable Laws (including, but not limited to, any required code upgrades necessary

for the Building to be used for the Permitted Use and for general office uses and subject to any
‘ then~ex1stmg zoning requirements), Notwithstanding the foregoing, City shall pay the costs of
repairing any Leasehold Imptovements and any Alterations. City may also replace or: repait, at
City’s cost and expense, City’s Personal Pronertv

123 Landlord’s and City’s Termination Rights

Upon the occurrence of a Castialty 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 soot 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 hard and soff costs to
repalt ot testore the damage or destruction and (if) the time requited to repair or restore the
damage or destruction (when such tepairs or restoration are made without the payment of
overtime or other premiums) measured from the date of such damage (the “Projected Repair .
Time™), Asused in this Lease, the term “Major Damage or Destruction” shall mean that (A) the
Building is damaged by a peril covered by Landlord’s property insurance (ot which would have -
been covered if Landlord had maintained the property insurance coverage described in Section
"+ 17(a) of this Lease) and the hard costs and soft costs to repair 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 perit, and the hard costs and soft costs to repair or restore
the damage or destruction are reasonably estimated by Landlotd’s architect and contractor to
exceed two percent (2%) of the cost of replacing the Building in its entirety (whether or not the
Premises ate affected), ot (C) the Projected Repair Time reasonably estimated by Landlord’s
architect and confractor 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
delivéred within twenty-one (21) days after delivery of the Casualty Notice to City, to terminate
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 ferminate this Lease. If neither party tevminates this Teaseas
© provided above, this Lease shall rerain in full force and offect, and Landlord shall use
- commercially reasonable diligence to repait and restore the darnage or destruction to the .

Premises and/or portions of the Building or Building Systems impacting City’s access 1o and use
of the Premises, subject to Unavmdable Delays.

44

725343661 6 "' R

1003



2, 4 Removal of City’s Personal Property and Rent Abatement Rights

* In the event of any Lease termmatlon City shall be given a reasonable period of tlme 1o
remove all of City’s Personal Property from the Premises, arid Rent shall be abated for such part
of the Premises rendered unusable by City in the conduot ofits business during the time priorto -
terraination that such patt is so unusable

125  Abatement of Rent Durmg Repairs or Restoration

Duting any repair or restoration, this Lease shall remain in full force and effect, except
that to the extent such damage or destruction did not result from the negligence or willful-act ot
omission of City or City’s subtenants or atry of their respective Agents or licensees, Base Rent
and City’s obligation 16 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
duting the time such part is so unusable, in the propottion that the rentable area contained in the
unwsable part of the Premises bears to the total rentable atea of the Premises.

12.6 ~Lender’s Claim to I‘nsurance Proceeds

Notwithstanding anything to the contrary contained in this Article 12, Landlord shall
have no obligation to repair or testore the damage or destructiots, and Landlord way instead elect
to terminate this Lease, in the event the hard costs and soft costs to tepair or restors the damage
or destruction are reagonably 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 ot 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
Califotnig, for similar losses and such party consistently retains insurance proceeds in connection.,
with similat losses), and (i) La.ndlord has used reasonable good faith efforts to obtain the
Insurance proceeds, )

12 7 Damage Near End of Term

Notwithstanding anythmg to the contrary contained in thm 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 haterial portion of the Premises or portions of the Building that
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 ferminatethis Lease by notice to City if Landlord cannot teasonably expect to
complete the repair or restoration within ninety (90) days after the date of the Casualty. Such. -
termination shall be effective on the date specified in Landlord’s notice to City, but in to event
soonex than ninety. (90) days afer Landlord’s delivery of the texmination notice,
Notwithstanding the foregoing provisions of this Section 12.7, if City has an woexpired
Extension Option with respect to the Premises, and within ninety (90) days following City’s
teceipt of the termination notice, City completes all steps necessary to exercise such Extension
Option and to causé the Extension Exercise Notioe to become binding and enforoeable agamst
the City, then Landlord’s notice of termination under this Seotion 12,7 shall be deetmed oanceﬂed
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and rights and obligations-of the parties shall be determined i in accordance Wi’[h Sectmn 12.3 and
Section 12.6 above.

13, EMINENT DOMAIN
| 134 Deﬁniﬁons'

(a) “Taking” means a taking or damaging, including severance damage, by eminent
domain, invetse condemnation or for any public or quasi-public use under Law. A Taking may
oceut pursuant to the recording of a final order of condemnation, or by vohintary sale or
conveyance in lien of condemnation or in settlement of a condemnation action.

: (b)  “Date of Taking” means thé eatlier of (i) the date upon which fitle to the portion '
of the Property taken passes to and vests in the condemnor or (i) the date on Whlch City is
dispossessed. :

Y ©A 3 o~ s e ! T,
(&) ‘Award” means all u(huyoua“h()“l BUIGS O m‘lvuuuB of value ngm) ayy,u”t“'{ or

received for a Taking, whetlier pursuant to judgment, agreement, setflement or otherwise.
13. 2 General

If dux:lng the Term or during the pertod between the execution of this Lease and the

" Commencement Date, thete 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 detetmined pursuant to this
Section, City and Landlord intend that the provisions heteof govern fully in the event ofa
Takmg and accordingly, the perties sach 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 Procedute or under any similar law now or hereafter in effect.

133 T otal Taking; Automatic Termination

If there is a total Takmg of the Premlses then this Lease shall telmmate as Qf the Date of
' Takug .

134 Partial Taking; Election to Terminate

(a)  Ifthereis a Taking of any portion (but less than all) of the Premises, then this’
Lease shall termninate in its entivety if all of the following exist: (A)the partial 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 rendeting the Premises
untenantable or unsuitable either is not curable or is curable but Landlmd is unwilling or unable :
to cute such condition, and (C) City elects to telmmate

() In the case of a partial Taking of a substantial portion 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, (f) 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, rendet the remaining Premises unsuitable for continued use by City
for general office putposes or otherwise materially adversely affect City’s normal opetations in
the retaining Premises, and (if) as a condifion to Landlord’s right to {erminate, the portmn taken
must include a portion of the Premises and City must be unwilling to dectease the size of the
Premises to eliminate the pomons taken. '

(o)  Bither party olecting 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 (3 0) days after the Date of
Taking, and thereatter this Lease shall terminate wupon the later of the thirtieth (30™) day after
such written notice is given or the Date of Taking.

135  Rent; Award

"Upon termination of this Lease putsuant to Section 13.3 (Total Taking: Automatic
Termination) or an election under Section 13.4 (Partial Taking; Election to Terminate), then:
(@) City’s obligation to pay Rent shall continue up until the date of tetmination, and thereafter .
shall cease, except that Rent shall be reduced as provided in Section 13.6 (Pamal Taking:
Contintation of Lease) for any penod during which this Lease continies in effect after the Date
of Taking, and (i) any Award made ih connection with the Taking shall be allocated (subject to

the nghts of any holdet of any Encumbtance) as follows: :

(a) fitst, to either Landlord or City, as apphoable for reunburscmen’c of the actual and .
reasanable costs of collecting the Award;

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

(c)  thitd, Landlord (subject to the rights of any holdet 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 Taking Date to the date of payment at
the rate paid on the Award, and attorneys’ 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 limited to (2) the rematning
Lease Term mcludmg 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 recoveted by Landlord as a component ofthe Base Rent payable under this
Lease. ' : :

13.6  Partial Taking QOnﬁnuaﬁon of Lease

.. Ifthere is a pattial Taking of the Premises under circumstances whete this Lease is not
terminated in it entirety under Section 13.4 (Partial Taking; Election to Termmate), 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 parties shall be as follows:

" (a) Rent shall be reduced pro rata based upon the lost rentable square footage of the Premises (by
“comparing the area of the Premises taken ‘to the ates of the Premises prior to the Date of Taking
with the same per tentable square foot rent amount), and (b) Landlord shall be entitled to the
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entire Awatd in cormection therewith, ptovided that City shall receive any separate Award made
specifically for City’s relocation expenses or the mten:upﬁon of or damage to City’s busmess or
. damage to City’s Personal Propetty.

13.7  TYemporary Taking

Notwithstanding anything to contrary in this Section, if a Taking occurs with respect to
the Premises for a limited period of time not in excess of ninety (90) consecutive days, this Lease
shall remain unaffected thereby, and City shall continue to pay Rent and to perform all of the
terms, conditions and covenants of this Lease, In the eyent-of such temporary Taking, City shall
be entitled to receive that portion of any Award representing cotnpensation for the use or
occupancy of the Premises duting the Term up to the total Rent owing by City for the period of
the Taking,

14, ASSIGNMENT AND SUBLETTING .

141 Useb jy Other ‘l,/lLy T.)\”;)o.(t ents

Since Landlord agreed to enter into this Lease based on the critical City functions bemg
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 writtenr consent of Landlotd, which may not be unreasonably withheld, to allow employees
of City depattments 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 ot Banking Use, Any request made to Landlord shall identify the
applicable City department(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 ass1gnee sublessee or other transferee of City’s mterest in
this Lease. :

142 Space Sharmg with Agencies, Cn&y Vendors, Coutractors and/or Nonp1 ofit
Businesses

_ Since Landlord agited to enter into this Lease based on the critical Cfcy fanctions being

* undextaken at the Premises (which Landlord understands may reduce the potential for the City to
elect to terminate this Lease putsuant to Section 23.23), City shall not have the right, without the
prior written consent of Landlord which fmay be granted or withheld in Landlord’s sole and -
absolute discretion, to permit the use and ocoupancy of all or any of the Premises by (a) any
vendor or contractor of City as part of a contract with and in connection with services to be
provided to City, or (b) any nonprofit agency, public servicé organization, governmental agency,
or joint power board with whom City is working on particulat projects or with whom City has
strategic alliances or as part of a contract with and in connection with services to be provided by
ot to City (each of (a) and (b), a “City Program Affiliate”). If consented to by Landlord, such use
shall not be deemed to be a sublease pursuant to the terms of this Lease for any putpose
(including the determination of the petcentage of the Premises subject to sublease) provided that
(i) such City Prograr Affiliate shall use the Premises solely for the Permifted Use and not a
Prohibited Use or Banking Use, and (i) City does realize a profit with respect to the space so
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used by any non-govetnmental City Program Affiliate (and at Landlord’s request, City shall-
represent and warrant to Landlozd 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
pranted, City shall cause each City Program Affiliate to comply with all of the terms and
conditions of this Lease, including, without limitation, the insurance provisions set forth in
Atticle 17 and Exhibit L of this Lease (provided that with respect to City Program Affiliates the
required Hmits of Lhability for contractual habﬂ1ty coverage shall be Oné Million Dollars
($1,000,000) per occurrence and in the aggregate, and provided further that any govethmental
entity shall be entitled to self insare). 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 ocoupancy of any such City Program Affiliste. Notwithstanding 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 in Article 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 Agents or Invitees. City’s mghts under this Section. 14,2 shall apply only
to City and shall not inure to the benefit of any assignee, sublessee or other transferee of City’s
inferest in this Lease.

143 Assignment and Subletting to For Profit Busmesses, Landlord’s Right of
First Refus al

(a)  Bxceptas provided in Sections 14.1 and 14.2 above, City shall not directly or
indirectly sell, assign, encumbet, pledge or othetwise 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 ocouplied, or sublet all or any portion of the Premises, without
Landlord’s prior written consent in each instance, which consent shall not be unreasonably
withheld or delayed. Without limiting other circumstances in which 1t is reasonable for Landlord
to xefuse consent, it shall be deemed reasonable for Landlord to refuse to consent to any sublet ot
assignment to (1) any fransferee who will use all or any part of the Premises for a Prohibited Use -
ot Banling Use, (i) any transferee whose use or identity would create a matetially increased
security risk to the occupants of the Building, (iii) any transferee whose use would place a
materially greater burden on Building Systerns or services provided under this Lease, (iv) any
transferee whose use or identity would materially deorease the marketability, financeability,
leasability ot value of the Building, (v) any transferee where Landlord determines, in its sole and
absolute discretion, that thete is a greaterisk of the City exetcising its termination tight uider
Section 23.23 than would exist in the absence of such assighment or subletting, or (vi) any
existing tenant in the Building or it any other building owned and controlled by Landlord in San
Franicisco or any prospective tenant that Landlord has shown comparable space to in the Building
- during the preceding $ix (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 14:3(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 tenant’s or prospective tenant’s needs. No sublease or assignment by City
“under this Lease shall relieve City of any obligations under this Lease, Whethet or not Landlord
shall grant consent, City shall pay, within thirty (30) days after wiitten request by Landlord
accompanied by an invoice or other reasonable supporting documentation, all reasonable legal
fees incurted by Landlord in connection with any proposed Transfer, not to exceed $2,500.

(b)  Inthe event City should decide to sublet or assign all or part of the Premises to an
unaffiliated third party not permitted 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 teal estate market. The rent and
other terms 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:
() offer to take back the Sublet Premises petmanently and remove the Sublet Premises from this
Lease for all purposes hereunder (a “Recapture™); or (it) offer to sublet Ot assume the Sublet
Premises on the terms set forth in the Sublet Notification.

(c) If Landlord offers to Recapture the Sublet Premises, the patties shall memorialize
the Recaptute in writing, The Recapture shall permanently remove the Sublet Premises from the
Premises for all purposes heteunder, 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 same 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
corresponding reduction in Base Rent and City’s Percentage Share and other appropriate
modifications rcsultmg from such delefion of the Sublet Premises. :

(d)  IfLandlord offers to sublet or assume o the Sublet Premises on the terms set forth
in the Sublet Notification, the patties shall negotiate in good faith to reach agreement on 2
sublease or an assignment and assumption on such terms, If the parties fail to agree upon the
- form of the sublease ot assignment within sixty (60) days after City’s receipt of Landlord’s offer
to sublet or assume the applicable Sublet Premises, subject to such extensions as may be agreed
to by the parties, 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 Supervisots by -
resotution, 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 approvalé shall
net 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 patties, then
" Landlord’s offet to sublet ot assume the Sublet Premises on the terms set forth in the apphcable '
Sublet Notification shall be mull and yoid, and the-applicable Suble’c Premises shall remain part of
the Premises.

(e)  If Landlord does not elect a Recapture, or if the patties are not able to agree on the
termns of the sublease or assignment or fo obtain approval of the sublease or assignment within
the time periods specified above, then City shall have the right to entei into the sublet or
assignment on the terms set forth in the Sublet Notification (as modified during any negotiations -
with Landlord) oron terms mote 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
“Trapsferee”) and the form of the sublease or assignment documentation, which approval shall
not be unreasonably withheld ot delayed. City shall furnish Lapdlord with financial statements of
the proposed Transferee for the two (2) fiscal yeats irnmediately preceding the date of the
Transfer Notification, if available, which financial statements shall be certified by an officer,
partner ot owner thereof, and any other information reasonably requested by Landlord to
evaluate the proposed Transferee. A “Transfer Premium” equalto fifty percent (50%) of any net
subleasing or assignment “profits” tealized by City under any such assignment or sublease in
excess of the Base Rent and Additional Charges (inchuding any costs reldting to the Leasehold
Improvetnents payable by City under this Lease) payable hersunder with respect to the Sublet
Premises shall be paid to Landlord, after City has first recoveted the following costs of enteting . .
into each patticular sublease or assigninent (with no requiremnent to amortize such costs): (i) the
" cost of tenant improvements made in cotmection with the particular trarsaction and any ténant
improvement allowance paid by City in connection with the partieular transaction, (i) brokerage
commissions, if any, (iif) advertising costs, and (iv) attorneys’ fees (including the fees of deputy
City attorneys calculated at the then applicable rate charged to City departments for such legal
~ sexvices). City shall promptly provide Landlord with such information regarding the assignmient
or sublease costs as Landlord may reasonably request. If City shall enter into multiple transfers,
the Transfer Premtum payable to Landlord shall be caloulated independently with respect to each
transfer, The Transfer Premium due Landlord heteunder shall be paid within forty-five (45) days
after City receives any Transfer Premium from the Transferee, Landlotd or its authorized
representatives shall have the right at all reasonable times to audit the books and records of City
relating to any ttansfer, and shall have the right to maks copies thereof. If the Transfer Premium
respecting any transfer shall be found to be understated, Clty shall pay the dcﬁcmncy w1thm
thitty (30) days after demand. .

) Inthe event City isiot able 6 sublet o 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 another 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 right to
a Recapture and Landlord’s first right of 1efusa1 as set forth above shall be repeated with respect
to the revised terrus,

(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 t6 City to
refuuse to consent to City’s proposed sublet or assignment and, following any requned cure
period under this Lease, pursue any of ifs right ot remedies under this Léase. '

) Notwithstanding anything to the contrary in thls Leage, in the event City at any
time sublets or assigns more than twenty five percent (25%) of the rentable area of the Premises
(as the same may be expanded from time to time) to an unaffiliated third party (ot including any
use under Sections 14.1 or 14.2 above), then City’s remaining Extension Option under

- Section 3.4 (if any) shall all automatically terminate, and upon request by Landlord, City shall
promptly execiite and dehve1 an addendum to this Lease, memorializing the termination of suoh
_ rights.
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() Any Transfer made without complying with this Atticle 14 shall, at Landlord’s
option, be null, void and of no effect, or shall, following written notice and an opportunity to -
cure, constitute an Bvent of Default under this Lease, Landlord’s consent to a fransfet shall not
be deemed consent to any further fransfer by either City or the Transferee. Clty shall deliver to
Landlord prompﬂy after execution, an original executed copy of all documentation pertaining to
a transfer in form reasonably acceptable to Landlord. Ifthis Lease shall be terminated during the
term of any sublease, Landlord shall have the right to: (i) treat such sublease as cancelled and
tepossess the Sublet Premises by amy lawful tmeans, ot (i) require that the subtenant attorn to and
recognize Landlord as its landlord under any such sublease.

144  Certain Transfers:

For putposes of this Lease, a “ransfer” shall include: (a) if Tenant is a partnership, the
withdrawal or-change, voluntary, involuntary or by opetation of law, of a general partner or a
majotity of the pattners, o a transfer of a majority of partnetship interests, or the dissolution of
the partnership; (b) if Tenant is a Hmited hablhty 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, corisolidation 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 family members by
reason of gift or death), or the sale, mortgage, hypothecation or pledge of mote 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 ofits shareholders (if Tenant’s stock is not publicly
traded), members, or partners, as the case may be. ‘

- 15, DEFAULT; REMEDIES
" 151 Events of Default by City

Any of the foﬂb.wiﬂg shall constitute an event of default (“Event of Default”) by City
hereunder (following the applicable notice and grace period provided):

(a)  City’s failure to make any timely payment of Rent and to cure such nonpayment
within five (5) business days after teceipt of written notice theteof from Landlord, provided that
for the first payment of Rext at the beginning of the Tern1 and for the monthly payment of Rent
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 ebandons the Premises (within the meaning of Cahforma Civil, Code
Section 1951,3); or

(c) Cﬂy g faﬂure to perform any othet covenant or obligation of City heleunder (not
involving the payment of money) and to cure such non-performance within thirty (30) days of
“the date of receipt of notice thereof from Landlord, provided that if more than thirty (30) days are
reasonably tequired for such curé, no Event of Default shall ocour if City commences to cure
Wlthm such petlod and diligently prosecutes such cure to completion.
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15,2 L’and,lond’s Remedies A

‘Upon the ocourrence of any Event of Default by City that is not cured within the
applicable grace period as provided above, Landlord shall have all rights and remedies available :
pursyant to law or granted hereunder, mcludmg the following:

(a) The ngh’cs and remedies provided by Califonia Civil Code Section 1951.2

(damages on termination for 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 award of any
unpaid Rent which has been earned at the time of such termination plus (if) the worth at the time
of award of the amount by which. the unpaid Rent which would have been earned after
termination until the time of award exceeds the amount of such rental loss that City proves could

“have been reasonably avoided plus (iif) the worth at the time of awatd of the amount by, which
the unpaid Rent for the balance of the Term after the time of award sxceeds the amount of rental
loss for the same period that City proves could have been reasonably avoided, as computed
pursuant to subsection (b) of such Sacﬁon 1951.2. A

(b)  Therights and remedles prowded by Califortia Civil Code Section 1951.4
(continuation of leas after breach and abandonmient), which allows Landlord to continue this
Lease in effect and to enforce all of its rights-and remedies under this Lease, including the tight
to recover Rent as it becomes dus, for so long ag 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 wajves redemption or relief from forfeiture under California-Code of Civil
Procedure Sections 1174 and 1179, or under any other present 6t future law, if City is evxcted or
Landlord takes possession of the Premises by reason of any default of City hereunder, -

(d Duringthe continuance of any Event of Default, Landlord may, at its option, after
written notice to City, take any reasonable action to gure'the Event of Defaylt, without watving
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 performing City’s obligations as set
forth'in this Section 15.2(d) shall be deemed additional Rent hereunder.

"(e)  Landlord may, without waiving or releasing any of City’s obligations under this
Lease, make any payment required to have been made by City or pexform any.act required to
have been performed by City.” All sums so paid or costs so incutred by Landlord shall be’
payable to Lendlord as Additional Charges, Nothing hetein shall be construed to create or
impose a duty on Landlord to mitigate any damages resulting from any City default undel this
Lease. : .

. )  Late payment by C1ty to Landlmd of Ren’c and/01 other sums payable to Landlord
will cause Lapdlord to ineur costs not conternplated by this Lease, the exact amount of-which
‘will be exhemely difficult and impractical to ascertain. Such costs include, but ate not limited
to, processing and acoounting 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 Landlotd’s notice specifying such failure, City shall
pay to Landlord interest on the amonnt of such past due amounts from the date due until paid at
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an annwual rate equal to twelve petcent (12%) per annum or the highest rate permitted by law (the
“Default Rate™), whichever is less. City shall be permitted one late payment per calendar year, if
- sald payment is received by Landlo1d not more than thirty (3 0) days after due date, without

- penalty or addmonal fee. -

153  Tandlord’s Default

City agrees that Landlord shall not be liable for damages for failure to futnish or delay in .
furnishing any service, or for any diminution 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
tights under Section 4.14, such faifutes or delays or diminution shall never be deemed to
- constitute an eviction of City’s use and possass:[on of the Premises. Furthermore, in o event -
shall Landlord be Jiable for a loss of, or injur y to, ot inferference with, City’s business, including,
without limitation, loss of ploﬁts, resulting from a faflure to furnish any services or utilities.
Landlord shall, however, not be in default under 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 such period of time 4s is reasonably necessary), Upon any
- default by Landlord, City shall give notice by registered or certified tail to any holder of an
Bncumbrance covering the Premises and City shall offer such holder a reasonable 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 cute; provided, Landlord shall have
furnished to City in Wn’cmg the names and addresses of all such petsans who are to receive such
notices, . .

154 Lxmltatmn on Representaﬁons and Warranﬁes

No‘mnthstandmg anything to the contrary in this Lease, (f) 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 ofa -
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 N6n~Recourse

City shall look solely to Landlord’s interest in the Propetty for recovery of any damages

for breach. of this Lease by Landlord or execufion 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 Landlotd 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 Permitted LTV Ratlo, as determined at the
 time that the Financing Lien was recorded. Asused in this Section 15.5, the term “Financing
Lien” shall mean any’ monetaiy lien encumbering the Property that was created by recordation
with Landlord’s petmission, of a mortgage, deed of trust, financing staternent ot similar
documentary encutnbrance to secure repayment by Landlord of a loan, and the “Permitted LTV
Ratio” shall be eighty pércent (80%) of the appraised value of the Building, as determined by the
beneficiary of the Financing Lien in its sole discretion (so long as the beneficiaty {s not an
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Affiliate of Landlord), Noue of the persons or entities comprising or representing Landlord
(whether partners, shateholdets, officers, directors, trustess, employees, beneficiaries, Agents or
otherwise) shall ever be personally liable under this Lease or liable for any such damages or
judgtment and City shall have no right to effect any levy of execution against any assets of such
persons or entities on account of-any such 11ab111ty 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 Petmitted LTV Ratio if the imitation on Permitted LTV Ratio described ih the
second sentetice of this Section 15.5 is applicable at such time) now ot heteafter affecting ot
encumbering the Property ot any part thereof or interest thersin that was recorded before the
recordation of the Judgment Lien, and to any and all advances made on the security thereof or
- Landlord’s interest therein, and to all renewals, modifications, consolidations and extensions
thereof, provided such Judgment Lien shall not be subject or subordinate to the Excess Portlon
(as defined below) of any monetary lien encumbering the Property that was created by
recordation with Landlord’s permission after recordation of the Judgment Lien by the City, As
- used herein, “Bxcess Portion” means the amont by which such monetauy lien exceeds the
amount secured by any monetary hen as of the date that the Judgment Lien was recorded against
the Property. : .

16,  TNDEMNIFIES
16.1 Cﬁy’s Tndemuity

City shall indemnify, defend and ho]d hatmless (“Ind@mgy_”) Landlord and its Agents
from and against any and all claims, cause-of action, obligation, liability, costs and expenses,
including, without limitation, reasonable attomeys® fees, (collectively, “Claims”), incurred as a
_ resuft 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 ot any breach of any
representations or warranties made by City under this Leass, ot (c) any negligent acts ot
omissions of City, City’s Program Affiliates. or City’s Agents ot Tnvitees, 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 orits Agents. In any action or proceeding brought against Landlord ot its Agents by
reason of any Claim Tndemnified by City herennder, City may, at its sole option, elect to defend
such Claim by attorneys in City’s Office of the City Attorney, by other attorneys selected by
City, ot both. City shall have the right to control the defense and to determine the settlement ot
commpromise of any action or proceeding, provided that Landlord shall have the right, but not the’
obligation, to patticipate in the defense of any such Claitn af its sole cost. C1ty’s obligations
under this Section shall survive the fermination. of this Leass.

162 Landlord’s Fudemnity

Landlord shall Inderonify City and its Agents against any and all Claims incurred as a
result of (a) Landlord’s activities on the Premises or Property that cause injury or damage to .
petson or propetty, (b) ahy default by Landloxd in the-performance of any of its material
obligations under this Lease or any breach of any representauons or wattanties made by
Landlord under thig Lease, or- (¢) any negligent acts or omissions ot wﬂlﬁﬂ misconduct of
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Landlord orits 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 ot willful misconduct of City, City’s Program Affiliates or City’s Agents or Invitees,

" In auy 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 tight to control the defense and to
determine the settlement ot cornpromise of any action ot proceeding, provided that City shall
have the right, but not the obligation, o participate in the defense of any such Claim at its sole .
cost. Landlord’s obligations under this Section shall swvive the termination of this Lease,

163 Duty to Dbfend

Each party hereto specifically acknowledges and agrees that, Wlth respect to each of the -
indemnities contained in this Lease, the indemnitor has an immediate and independent obligation
to defend the indemnitees 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
arises at thé timoe such claim is tendered to the indemmitor by the indemmnites and continues at all
times thereafter, ' :

164 Walver

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 ar for loss of use of or damage to or destruction
" of property it or about the Premises, the Building or'the Property by or from any cause
whatsoevet, including but not limited to, earthqualke ot eatth movement, explosion, gas, fire, oil,
- electricity or water leakage from the roof, walls, basemernt or other portion of the Premises, the
Building or the Property, and including any such injury, death or darnage caused by any active or
passive act, omission or neglect of Landlord or its Agents, except to the extent such injury, death
or damage is caused by the gross negligence or willful misconduct of Landlord or its Agents and -
except acts ot omissions for which strict liability may be imposed or to the extent such limitation
on liability is prohibited by law.

17. INSURANCE
171 Clty’s SeIfJnsurance

(a)  Landlord acknowledges that C:xty maintains apxogram of self-nsutance and
agrees that City shell not be required to carry any thud-party instirance with respect to this
Lease. At all times during the Term (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 coveted by (a) a standard Commercial General Liability fnsurance with respectto the
Premises with limits of Hability not less than Ten Million Dollars ($10,000,000) per occurrence
and in the aggregate, and (b) canses of loss — special form “All Risk” Property Insurance for
City’s Personal Property, the Leasehold Improvements.and Alterations. For purposes of the
walvet of subtogation provision in Section 17,5 below, the amount of any deductible shall be
deemed included in the proceeds City receives. City’s self-ingurance shall also equal the
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covetrage pet the attached Exlubir I, 1f 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, the City shall require in the

" applicable sublease) an amendment to be executed to this Lease requiring the assignee to carry
such insurance, as is consistent with Landlord’s insutance requiretnents for other comparable -
tenants in the Building and otherwise as Landlotd desms necessaty, as determined by Landlord
in Landlord’s reasonable discretion. The Ditector of Propetty shall be authorized to sign any
such amendment without the need for commission ot other governmental approvals,

‘(b)  Forthe purposes of this Section 17.1, “self-ingure” shall mean that City is itself
actmg as though it were the insurance company prov1d1ng the insurance required under the
prowsmns hereof and City-shall pay amounts dus in lieu of insurance proceeds becausé of gelf-
insurance, which amounts shall be treated as insutance proceeds for all purposes under this
Lease. City’s program of self-fnsurance shall provide.Landlord with the same rights and
privileges to which Land]ord is otherwise entitled under the ferms of this Laase when thereis a
third-p arty insurer.

- () All amounts which C1ty pays or is 1equ1red to pay and all loss or damages
resulting from tisks for which City has elected to selfinsure shall be subject to the waiver of .
subtogation provisions hereof and shall not lirnit any of City’s indemnification obhgahons under
this Lease. -

112 Cex'tifica’ce of Selfulnsurance

, In the event City elects to self-insure, City shall provide Landlotd and Landlord’s
mortgagee and any ground lessor with certificates of self-insurance specifylng the extent of self-

insurance coverage hereunder and containing waiver of subrogation provisions reasangbly

satisfactory o Landlotd, Any insurance coverage provided by City shall be for the benefit of

City, Landlord, the first mortgagee and any ground lessor, as their tespective interests may

~ appear, and shall name mortgagee undet a standard mortgages provision,

17.3 Laﬁdlérd’-s 1nsuraﬁcé

(@ At all times duting the Term, Landlord shall keep the Building (excluding the
Iand wpon which it is located and foundations, footings and ofher underground fmprovements,
the Leagehold Tmprovernents and Alterations) insured against damage and destruction by fire,

" vandalism, malicious mischief; spmnldcr damage and other perils customarily covered under a
cauges of loss-special form property insurance policy in an amount equal fo one hundred percent
of the full insurance replacement value (teplacernent cost new, including, debris temoval and
demolition and code upgrades) thereof, provided that Landlord may catry a deductible of not
more than the greater of $1,000,000 or the amount then being cattied by other institutional
owners of Class A office building in-the South of Market Area for the property insmance
caverage required aboye under this Section 17.3(a). Lahdlord shall, upon request by City,

" provide to City a certificate of insurance issued by the insurance cartier, evidencing the
insurance tequired above. In addition to the insurance required to be maintained by Landlord
under this Lease, Landlord may elect to maintain such additional insurance (W1th coverages and
limits as deteﬁmned by Landlord) as Land101d may detenmne necessary :
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(b)  In addition, Landlord shall ptocute and keep in effect at all times during the Tetm
minitium insurance as follows: (1) Commercial general liability insurance with limits not less
- than Two Million Dollars ($2,000,000) each occurretice combined single limit for bodily injury
and property damage, including contractual, liability, independent contractors, broad-form
propetty damage, fire damage legal liability (of not less than Fifty Thousand Dollars ($50,000),
petsonal injury, products and completed operations, and explosion, collapse and underground
(XCU); and (if) Worker’s 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
+ (itf) Excess Coverage with tespect to Commercial General Liability and Braployer’s Tiability
with a per oceurrence limit of Ten Million Dollars ($10,000,000), :

(c) Notwi‘chst-anding the foregoing, so long as Clarion Partners, Landlord ora.
successor Landlord has a net worth of at least Five Hundred Million Dollars ($500,000,000),
Landlord shall be entitled 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 Managet znd the
City Attorney, provides adequate, entorceable, sufficiently funded and longktem coverage for
the risks to be insured agaihst, (if) Landlord warrants and repiesents it is adequately self-insured,
which warranty and representation shall be a continuing one throughout the Tertn hereof, for all
purposes under this Lease for the particular risk, and (iif) such program of self-insurance shall
provide City with the same rights and privileges to which City is otherwise entifled under the
terms of this Lease when there is a third-party insurer. At City’s written request, Landlord shall
provide to Clty s Risk Manager all documents that City requests that are necessary to permita
complete review and analysis of the self-insurance program, If, as a supplement to Landlord’s -
self-insurance program, Landloxd obtains an insurance policy or policies from an insurance -
compaty, the provisions of Section 17.3 shall apply in full to such insurance policy or policies
and if Landlord ceases to self-insure Landlotd shall give notice thereof to City and shall |
immediately comply with the provisions of this 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 pet worth of at least Five Hundred Million Dollats, ($500,000,000), and shall :
not otherwise inure to the benefit of any suceessor of ass1gn of Landlord: -

174  Selt-Iusurance Claim Process

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

(a) uﬁdcr‘take the defense of any such claim, holﬁdmg a defense of the other party if
applicable, at the self-insuring paity’s sole cost and expense, and

(b)  use its own funds to pay any claim or replace any propetty or otherwise provide

the funding which would have been paid by the insurer under the circumstances had such party
putchased the insurance required under this Artlcle 17 instead of eleoting to self-insure.
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1715 Waiver of Subrogatxon

s

Notwﬂhstandmg any’chmg to the contrary contamed herein, Landlord heteby waives any
right of recovery against City for atiy loss or damage sustained by Landlord with respect to the
Building or the Premises or any portion theteof ot the contents of the same or any opetation
therein, whether ormnot such loss is caused by the fault or negligence of City, to the extent such
loss ox damage is covered by property insurance which Landloxrd is required to purohase under
this Lease or is otherwise actually recovered from valid and collectible insurance covering the
Landlord; provided, however, that, notwithstanding anything to the contrary contained in this
Lease, City shall be required to pay the applicable deductible(s) as part of Operating Costs,
Landlord agtees to obtain a waiver of subrogation endotsement from each insurance carrier
issuing policigs 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.carying the insutance policies that it is are required to carry putsuant to Section 17.4 but does -
notactually catty, including in such desmed caverage any policies not cartied because Landlord
has elected to self-tnsure, Notwithstanding anything to the contrary contained herein, City for
. itself and for its Agents and Invitees hereby waives any tight of recovery against Landlord for
any loss ot damage sustained by City or such subtenant or assignee other petson o entity with -

© . “tespect to the Building or the Premises or any portion thereof ot the contents of the same or any

operation therein, whether ot not such loss Is caused by the fault or negligence of Landlord, to
the extent such loss or'damage would have been covered by property ihsurance which City
would have been fequited to provide under this Atticle 17 had City not been entitled.to self-
insure. With respect to subtenants or assignees of City, if such persons are requited to obtain
insurance hereunder, City’s waiver shall apply to the extent such loss or damage is covered by
insurance they are required to purchase under this Lease or is otherwise actually recovered from
valid and collectible insurance coveting such subtenants ot 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 ar 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 ingurance carrier -
issuing policies relative to the Bmldmg or the Premises, proyvided City’s or its suOCessors fatlure
to do so shall not affect the above watver. : '

18, ACCESS BY LANDLORD

- Landloxd reserves for itself and any designated Agent the right to enter the Premises at all
reasonable times and, except in cases of emergency (m which event Landlord shall give any
reasonable notice) or to provide routine janitorial services, after giving City at least twenty four

(24) hours’ advance written or oral notice, for the purpose of (1) nspecting the Premises,
@) supplying any service to be provided by Landlord hereunder, (iii) showing the Pretmises to
axy prospective purchasers, mortgagees, or investors, or (iv) showing the Premises to’
. prospective tenants during the last nine (9) months of the Tetm, (v) posting notices of non-
responsibility, and (vi) altering, improving or repairing the Premises and any portion of the
Building, and Landlord may for that purpose erect, use and maintain necessary structures in and
through the Premises where reasonably required by the character of the work to be performed,
- provided that the entrance fo the Premises shall not be blocked thereby, and further provided that
City’s use shall not be interfered with. Landlord shall exercise its rights under this Atticle 18 in a
mannet which is designed to minimize interference to City’s operations in the Premises, and
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Landlord shall comply with City’s reasonable security regulations of which Landlord has been
advised in yniting and which do not unteasonably interfere with Landlord’s rights hereunder,

19, ESTOPPEL CIRTIFICATES

City, from time to time duting the Term, within thirty (30} days after wiitten request from
" Landlord, shall execute, acknowledge and deliver to Landlord, or such petsons ot entities
reasonably designated by Landlotd, a certificate substantially in the form of Exhibit IV attached
hereto, Similarly, from time to time during the Term, within thirty (30) days after written
request by City, Landlord shall execute, acknowledge and deliver to City, ot such othet persons
"ot entities teasonably designated by City, a cettificate substantially in the form of Exhibit N .
attached hereto, reasonably modified to reflect the fact that Landlord (and not City) is making the
cerhﬁoa’cxon '

20.  SURRENDER OF PREMISES

Upon the expiration or sooner te;mmaﬁon of this Lease, City shall surrender the Pwnnse>

~to Landlord in good order and condition, reasonable use and wear and damage by fire or other
casualty excepted, and City shall remove from the Premises and the Building all of City’s
Personal Property, City’s telecornmunications, data and computer cabling and facilities, and any

* 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; Bquipment
Waiver), above (collectively, the “Removal Items™). City shall repair and restore in & good and
workmanlike manner, to the condition existing prior to the installation of the Removal Ttems, any
damage to the Premises or the Building resulting from the removal of the Removal Items,
provided that, at Landlord’s election, Clty may pay to Landlord the actnal, reasonable cost of
performing such repair and restoration in lisu 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 docuinentation of the cost of such work, Without limiting the
generality of the foregoing, City shall demolish cabling and related equipment back to its source
(e.g, back to the network room or MPOE). Notwithstanding anything to the contrary in this
Lease, the parties agres that, at Landlord’s election made by written notice to City delivered at
least sixty (60) days prior to the expitation of the Term, City shall not remove its server racks

. and reusable telecommmunication, data and computer cabling. Further, City shall not be requned
to remove any Leasehold Improvements from the Premises unless Landlord notifies City in
wiiting of such removal requitement at the time Landlord approves of the-plans for such
Leasehold Improvements or Alterations, as the case may be; and such Leasehold Tmprovements.
or Alterations, as the case may be, ate specialized and have no useful purpose for general office
use as reasonably determined by Landlord (é.g., an internal stairway, a cafeteria, concrete vaults,
safes, or dumb waiters, but not service counters, kitchens or coffee rooms, bathroom facilities,
partitions or inodular walls) (such improverents, collectively “Extraordinary Improvements™).-
'If City fails to remove any Leasehold Improvements that it is required to remove, then after
providing written notice to City of the 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 wpon receipt of an invoice and
supporting documentation for such work City shall, within thitty (30) days, reimburse Landlord
for Landlord’s cost and expense reasonably incurred to perform such removal and restoration.
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City’s obligations under this Seoﬁon shall survive the expiration or earher termination of thls
Lease,

21, HAZARDOUS MATERIALS
211 Definitions '

. As uéed in this Lease, the following tetms shall have the meanings hereinafter st forth;

(8  “Bnvironmental Laws™ shall mean any federai, éfcate, local or administrative law,

rule, regulation, order or requirement relating to industrial hygiene, environmental conditions or
Hazardous Matetial, whether now in effect ot heteafter adopted.

(b)  “Hazardous Matetial” shall mean any material that, because of its quantity,
concentration or physical or chemical characteristics, is deemed by any federal, state or local
governmental authotity to pose a present ot potential hazard to human health ot safety o to the
environment. Hazardous Maferial includes, without limitation, any material or substance defined
. as a *hazardous substance,” ot “polhutant” or “contaminant” pursuant to the Comprehensive

.Environiental Response, Compensation and Liability Act of 1980 (“CERCLA”, also commonly
known ag the “Superfund” law), as amended, (42 U.S.C, Sections 9601 et seq.), or pursuant to
Section 25316 of the California Health & Safety Code; any “hazatdous waste” listed pursuant to

. Section 25140 of the Califoinia Health & Safety Code; any asbestos and asbestos containing
materials whether ot not such matetfals are part of the structure of the Building or are naturally
occurring substances on or gbout the Property; and petrolenm, including orude oil or aty fraction

. thereof, natural gas or natural gas liquids,

(c)  “Release” when used with respect to Hazardous Material shall include any actual
spilling, leaking, pumping, pouting, emitting, emptying, discharging, injecting, escaping,
leaching, dumping, or disposing into or inside the Building, or'in, on, or under the Property.

21,2  Landlord’s Representations And Covénants ’

Laridlord tepresents and warrants to City that the following statements are ttue and
correct and will be true and correct as of the date heteof:

(a) To Landlord’s actual knowledge, ’chat there is no Hazardous Materials
oon‘cammatlon at the Premises requiring investigation or remediation by any governmental
- authorities. As used in this Section 21.2(8), the tetm “actual knowledge” (whether or not
capitalized) of Landloxd or tetms of similar meaning means the actual knowledge, without duty
of investigation, of Christine Kang, City acknowledges and agtees that Christine Keng, in her
role as Landlord’s asset manager, shall have no personal liability under this Lease and City shall
have no rightto bring any claim(s) against Christitie Kang in connection with this Lease, and in
the event of any breach by Landlotd of the represeitations and watranties set forth in this Lease,
City may putsue any olaims that Clty mey have against Landlord (and not Christine Kang),

(b)  Subject to City’s obligations under thls Section below, Landlord shall maintain

the Property throughout the Term in compliance with all Environmental Laws applicable to the
health, safety and welfare of City’s employees or City’s use, occupancy or enjoyment of the
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Premises for general office uses, Landlord shall have the right to contest any alleged violation of -
Bnvironmental Laws in good faith, including, without limitation, the right to apply for and obtain
. awatver or deferment of compliance, the right to assert any and all defenses allowed by Laws,
- and the right to appeal any declsmns, Judgments or nﬂmgs to the fullest extent permltied by
Laws.

213 Landlord’s Elmronmentai Indemnity

Without Hmiting Landlmd’s Indemntty in Section 16.2 (Landlord’s Indemnity), Landlord -
shall Indemnify City and its Agents against any and all Claims arising during or after the Tertn
of this Tedse (a) as e result of any breach of any of Landlord’s representations, wattanties or .
.. covenants in the preceding Section 21.2, or (b) in connection with any presence or Releage 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 Invfcees
. caused or confributed to such Release.

214 City’s Covenanis

Neither City nor its Program Affiliates,; Agents of Invitees shall.cause any Hazardous
Matetial 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 Bovironmental Laws, provided that City may use such substances in such limited amounts as
are customarily used in offices so Iong as such use is in compliance with all applicable
Environmental Laws and manufacturer 1eoommendat10ns

215 Cify’s Frvironmental Tndémnity

Without limiting City’s Indemmity in Section 16.1 (City’s Indemuity), if City breaches its
obligations contained in the preceding Section 21.4 (City’s Covenants), or if 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 Indemmnify Landlord against any and
all Claims arising during or after the Term of this Lease as a result of such Release, except to the
extent Landlord or its Agents caused or contributed to such Release, The foregoing Indemnity
shall not include any Claims resulting from the non-negligent aggravation by City, City’s
Progiam Affiliates, or City’s Agents or Invitees of physical conditions of the Premises, or other
‘parts of the Property, existing prior to City’s dccupancy. - '

22.  SPECIAL PROVISIONS
221 TIntentionally Deleted
222 Cleaning Products Requirements

Without limiting the provistons of Section 9,4 above, Landlord agrees that it shall use
commercially reasonable efforts to follow the green cleaning procedures set forth on Exhibit .

62

T 7253436616

1021



22.3 Pest Managém ent Procedures

Wﬁhout limiting the provisions of Section 9.4 above, Landloxd agrees that it shall use
eommemlally reagsonable efforts to follow the pest management practices set forth on Exhibit O..

22.4 Submetermg of Electnmty and Other Utilities

Landlord_agtees that City raay, at City’s sole cost and expense, install submetets within
the Premises to measure the amount of electricity, chilled water and other utilities consumed in .
the Premises solely for the purposes of facilitating City’s efforts to achisve LEED cettification
and to facilitate City’s sustainability initiatives; provided, however, City’s election to install such
submeters shall have no frpact whatsoever on City’s obligations undet this Lease, including,
without limitation, City’s obligation 16 pay Base Rent, City’s Percentage Share of Real Estate
Taxes and Operating Costs, Additional Charges and all other amounnts due and payable under this.
Lease, City specifically acknowledges that the readings taken from any such.submeters installed
by City shall be irrelevant to the manner in which City pays for the applicable utility service
which is being measured and that City shall pay for such service in accordance with Sections 4
and 9 of this Lease, as applicable. :

225 Rooftop Rights

Landlord shall provide to City, at no additional cost, locations on the roof for installation
of a satellite dish and microwave antenna and related equipment shelter, as well as vertical
acceéss to 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 installafion, inaintenance, removal and restoration of
any such satelfite dish or microwave antenna installed by City. Any such installation shall be in
accordance with plans and specifications approved by Landlord, which approval will hot be
unreasopably withheld or delayed.

23, GENERAL PROVISIONS
23,1  Notices

Except as otherwise specifically provided in this Lease, aty notices, requests, approvals
or consents given under this Lease shall be in Wmtmg and given by delivering the notice, request,
appioval or consent in pesson or by commercial couriet, or by sending it by first-class mail,
" certified mail, return receipt requested, or Express Mail, return receipt tequested, 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 Torth in the Basic Lease Information; or (¢) such othet
" addvess(es) as either Landlord or City may designate as its new address for-such purpose by
notice given to the other party in accordance with this Section. Any notice hereunder shall be
deemed effective on the date it is petsonally 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 conventence of the parties, copies of notices may also be given by .
telefacsimile to the telefacsimile number set forth in the Basic Lease Information or such other
number as may be ptovided from time to time; howwm neither patty may give ofﬂclal or,
binding notloe by telefacsimile,
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232 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, powet or remedy consequent upon a breach

-thereof shall constitute-a waiver of any such breach or of such tertn, covenant or condition. No
»accep‘tance of full or partial Rent by Landlord while City is in default hereunder shall constifute a
waiver of such default by Landlord. No express written waiver of any default or the

. performance of any provision hersof shall affect atty other default or petfotmance, or cover any

* other period of time, other than the default, performance or period of time specified in such
express watver, -One or more written waivers of a default or the petformance of any provision

hereof shall not be dt:emed to be a waiver of a subsequent default or petformance. The consent.
of Landlord or City given in one instance undet the terms of this Lease shall not relieve the other

party of any obligation to secure the consent to any other or future mstance under the terms of

this Lease.

233 Amendments

"Neither this Leage not 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, watver, discharge ot termination is sought. No waiver of any breach
shall affect or alter this Lease, but'each and every term, covenant and condition of this Lease
shall continue in full force and effect with Tespect to any other then~existing or subsequent
breach thereof. Whenever this Lease requires or permits the giving by City of its consent ot
approval, the Director of Property, or his or her designee shall be authorized-to-provide such
approval, except as otherwise provided by apphcab]e Law, including the City’s Chatter. 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 ot her designee; provided, however, material amendments 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 financial obligations under this Lease shall additionally requite the

- approval of City’s Board of Supermsors as required under apphcable Law.

23.4 Authomty

. Landlord represents and warrants to City that the execution and delivery of this Leass 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 Pa»rﬁes and Theix Agents; Approvals

If applicable, the word “Landlord” as used in this Lease shall include the plural as well as
the singular. Asused in this Lease, the term “Agents” when used with respect to either party
shall include the agents, employees, members, officers and contractors of such party, and when
uged with respect to the City shall include City Program Affiliates and City’s subtenants and
assignees and each of their respective agents, employees, members, officets and contractors.
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The term “Invitees” when used with regpect to City shall include the clients, customers, ihwitees,
guests and Heensees of City, its assignees, and subtenants and City Program Affillates.” All
approvals, consents or other detetminations petmitted ot requited by City under this Lease shall
be made by or through City’s-Director of Propetty unless otherwise provided in this Lease,
subject to any applicable limitations in City’s Charter and Administrative Code.

23.6 Interpretation of Lease

. The captions preobding the articles and sections of this Lease and in thetable of contents
have been inserted for convenience of reference only and such captions shall in no way define or
limit the scope or:intent of any provision of this Lease. This Lease has been negotiated at arm’s.
length and between petsons sophisticated and knowledgeable in the matters dealt with hetein and
shall be intetpreted to achieve the intent and purposes of the parties, without atty presumption
against the party responsible for drafting any part of this Lease. Except as otherwise specifically
provided herein, wherever in this Lease Landlord or City is required or requested 16 give its
consett or approval to any matter or action by the other, such consent or approval shall not be
unteasonably withheld or delayed and the teasons for disapproval of consent shall be stated-in

‘reasonable detail in writing, Provisions in this Lease relating to hiumbez of days shall be calendar
days, nnless otherwise specified, provided that if the last day of any petiod to give notice, reply
to a notice or to undertake any other action ocouts on a Saturday, Sunday or a bank or City
holiday, then the last day fot undertaking the action ot giving or replying to the notice shall be
the next sycceeding business 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 ot limited to ftems of the satne type as those enumerated, whether or not language of

. non~hm1tat10n, suoh as “without limitation” or similar words, are used. Use of the words “shall,”

“will,” or ¢ agrees ate mandatory, and “may” is petmissive.

' 23 7 Successors and Assigns-

Subject to the provisions of Section 14 (Ass1gnment and Sublettmg) 161at1ng to
assigtnment and subletting, the terms, covenants and conditions contained in this Lease shall bind
and irure to the benefit of Landlord and City and, except as othétwise provided herein, their
personal representatives and successors and a331gns. There are 1o thjrd-party beneficiaties to
this Lease,

23.8 Brokers

. Neither party has had any contact or dealings regarding the leasing of the Premises, or
any communication in cotnection therewith, through any licensed real estate broker or other
person who could claim arightto a commission or finder’s fee in connection with the lease
contemplated herein, except for the brokers identified in the Basic Lease Information, whose
commiission, if any is due, shall be the sole responsibility of Landlord pursuant to a separate
written agteement between Landlord and such broker, and City shall have no liabitity therefor
and Landlord shall Indemnify City for any claims by, such brokers 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 ot communication, the party through whom the broker or finder makes his
claim shall be responsible for such commission or fee and shall Indemnify the other party from

65 .

725343661,6

1024



any and all Claims incurred by the indemnified party in defending against the same, Landlord
acknowledges and agrees that City shall have no liability fot, and Landlord shall indemnify City
for, any commissions, fees or claims made by any brokers claiming to have represented
Landlord’s predecessor~1n—1ntelest 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 theteof to any person, entity ot
citcumstance shall, to any extent, be invalid or unetforceable, the remainder of this Lease, or the
apphcatioﬁ of such provision to persons, entities or circumstances other than those 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 permitted by law,

2310 GovernmgLaw

This Lease shall be sonstrued and enforced in accoldance with thc laws of the State of
California and City’s Charter.

23.11 Entire Agreement

The parﬁes intend that this Lease (mcludmg all of the attached exhlbits, which ate made a
part of this Lease) shall be the final 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 firther 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 proceedmg mvolvmg this Lease,

- 23,12 Attorneys’ Fees

 In the event that either Landlord or City fails to petform any of its obligations under this

Lease or in the event a dispute ariges concerning the meaning or interpretation of any provision

of this Lease, the defaulting party ot the party not prevailing in such dispute, as the case may be,

shall pay any and all costs and expenses incurted by the other patty in enforoing or establishing

- its rights hereunder (whether ornot such action is prosecuted to judgment), including, without -
limitation, court costs and reasonable attorneys® fees. For purposes of this Lease, reasonable fees
of attorneys of City’s Office of the City Attotney shall be based on the fees regulatly charged by
private attorneys with the equivalent nimmber of years of experience in the subject matter area of
the law for which the City Attotney’s services were rendered who practice in the City of San
Francisco in law firms with approximately the same nuraber of aftorneys as employed by the

. Office of the City Attorney, Similarly, for purposes of this Lease, reasonable fees of attomeys of
Landlord’s in-house a shall be based on the fees regulatly charged by private attorneys with the
equivalent number of years of expenencc in the subject mattet area of the law for which
Landlord’s in-house attorneys’ services were rendered who practice | in the City of San Francisco
in law fixos with appr oximately the same number of attorneys as employed by Landlord’s Legal
Department.
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2343 Holding Over

_ Should City hold oyer in possession of the Premises after the expiration or eatlier
termination of the Term with Landlord’s consent, such holding over shall not be deemed to
extend the Term ot renew this Lease, but such tenancy thereafter shall continve as a month-to-
month tenancy. Such tenancy 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 fo Landlord’s
consent to such holding over, and City shall continue as a month-to-month tenant vntil the
tenancy shall be terminated by Landlotd giving City ot City giving Landlord at least thitty (30)
days’ ptiot written notice of termination. Should City hold ovet without Landlord’s consent, ‘
City’s continued occupancy shall be on all of the termus and conditions contained herein, except -
that (1) during the fixst thirty (30) days (or any portion thereof) of such holdover, the Base Rent
payable by City shall be one hundred twenty-five petcent (125%) of the Base Rent in effect
during the last month of the Term and (ii) the Base Rent payable by City theteafter shall be one
* humdred fifty percent (150%) of the Base Rent in effect during the last month of the Tertn.
Nothing contained in this Sectlon 23.13 shall be construed as congent by Landlord to any holding
over by City. A . ‘

_23,14 Cumulative Rf:medi‘es

All ights and remedies of eitlier patty hereto set forth in this Lease shall be comulative, -
except as may otherwise be provided herein. :

2315 Tinee 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;
(1) in the event that City fails to exercise the Extension Option before the applicable expiration .
date, Laudlord shall provide City notice of such failute and City shall have a perod of twenty
- (20) days following such notice in which fo exercise the Extension Option, and (if) in the event
City has submitted an item for Board of Supervisor approval under this Lease and continues to
seek such approval in good faith but has not yet received such approval within ninety (90) days
as conternplated 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 Swurvival of lndemnities

Termination of this Lease shall not affect the right of either party to enforce any and all
indemnities and replesentauons and warranties given or made to the other party tnder this Lease,
nor shall it effect any promsmn of this Lease that expressly states it shall survive Terrmnatmn
hereof.

23,17 Signs
City may erect or post signs inside the Premises subject to Landlord’s prior appr oval.
Landlord reserves the tight to review the placernent, design, and plan for any such sign prior to

its erection or postmg and agrees that the approval theleof shall not be unreasonably thhheld or
delayed..
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23.18 Quiet Enjoyment and Title

. Landlord covenants and represents thet, as of the Effective Date, it has fee title to the
Propetty, with the full right, powet and authority to grant the leasehold estate hereundet, and
covenants that, subject to the provisions of Axticle 11, City, upon payifig the Rent heteunder 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 claiming by and
through Landlord. Without limiting the provisions of Section 16.2 (Landlord’s Tndemnity),
Landlord agrees to Indemmify City and its Agents against Claims arfsing out of any assertion that
would inferfere with City’s tight to quiet enjoyment as provided in this Section,

23.19 Bankruptcy

* Landlord represents and watrants 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 barkruptey 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 third-party provider of such services,
facilities or amenities to obtain the same, and (if) offset against the Base Rent or othet charges
payable hereunder any and all reasonable costs and expenses incurred by City in obtaining such
services, facilities ot amenities. ' :

23.20 Transfer of Landlord’s Tnterest

Landlord shall have the right to transfer its interest in the Property to any other person or
entity; provided Landlord stmultaneously assigns, and such fransferee assumes, all of Landlord’s
obligations under this Lease arising 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 accrumg hereunder from and afi:el the date of such
transfer and assumption

2821 Non-Liability of City Officials, Employees and Agents

Notwithstanding anything to the contrary in this Lease, no elective ot appointive board,
commission, membet, officer, employee or Agent of City shall be personally liable to Landlord,
its successors and assigns, in the event of any defanlt or breach by City or for any amount which
may become due to Landlord its successors and assigns, orfor any obhgatton of City under this
Lease

23.22 MacBridé Principles - Northern Ireland
The City and County of San Francisco urges companies dofng busmeSS in Northern
Treland to move towazd resolving employment mequmes and encotirages them to abide by the

MacBride Principles as expressed in San Francisco Administrative Code Section 12F.1, et seq.
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The City and County of San Francisco also urges San Francisco companies to do busitiess with

cotporations that abide by the MacBride Principles, Landlord: ‘acknowledges.that it has read and

. understands the above statement of the Clty and County of San Franmsco concerning doing ‘
“busitess in Northern Ir eland. ~ :

23.23 Contro]ler’s Certiﬁcation of Funds

The terms of this Lease shall be governed by and subject to the budgetary and fiscal
‘provisiony of the City’s Charter. Notwithstanding anything to the conttary contained in this
Lease, there shall be no obligation for the payment or expendxture of money by City under this
Lease unless the Coniroller of the City and County of Sah Francisco first certifies, pursuant to

" Section 3.105 of the City’s Charter, that there is a valid apprapriation from Whlch the
expenditure may be made and that tmencumbered funds are available from the appropriation to
pay the expenditure, - Without limiting the foregoing, if in any fiscal year of City after the fiscal -

. year in. which the Term comtmences, sifficient funds for the payment of Rent undet this T.ease
(mc]udmg Base Rent and any other payments required heteunder) are not appropriated, then City
may terminate this Lease in its entirety only (and City shall not have the nght to exetcise any
partial termination of this Lease), without penalty, liability or expense of any kind to City, as of
the last date on which sufficlent funds are appropriated. City’s Real Bstate Division Staffshall

" yise reasonable efforts to give Landlord at least nine (9) months advance notice of any such -

projected termination. Inno event shall City give less then sixty (60) days advance notice of any
such actual termination. City’s Real Estate Division Staff shall, as part of City’s budgetary
process, seek to obtain the necessaty approptiation 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 building, or tenting new or additional space in any other pnvately~owned building,
to operate any of the City progtams that were located in the Prarmses in the fiscal year that this

Lease temnnated :

2324 Prevailing Wages aud Working Conditions

Any undefined; initially-capitalized term used in this Section shall have the meaning
given to such term in San Francisco Administrafive Code Section 23.61, Landlord agrees to
requite its Contractors and Subcontractots performing (i) labor in the construction of a “piblic
work” as defined in California Labor Code Section 1720 et seq. (which includes certain
construction, alteration, maintenance, demolition, installation, zepair, carpet laying, or refuse
hauling if paid for in whole or part out of public funds), or (i) Covered Construction afthe
Premises to (1) pay workers performing such work not less than the Prevailing Rate of Wages,
(2) provide the same houts, working conditions and benefits as in cachi case ate provided for .
similar work performed in San Francisco Gounty, 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 with the Prevailing Wage Requirements.

Landlord shall include, and require its Contractors and Subcontractors (regardless oftier)
to include, the Provailing Wage Requirements and the agreement to coopetate in Clty
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enforcement actions in any Construction Contract with specific refetence to San Francisco
Admipistrative Code Section 23,61, Each such Construstion Contract shall name the City and
County of San Francisco, affected workers, and employee organizations formally representing
affected workers as third patty beneficiaries for the limited purpose of enforcing the Prevailing
Wage Requirements, including the tight to file charges and seek penalties against any Confractor
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 material
breach of this Lease. A Contractor’s or Subcontractor’s faiture to comply with fhis Section will
enable the City to seck the remedies specified in San Francisco Admlmstratwe Code

Section 23. 61 aga;mst the breaching party. :

23.25 Non Discrimination in City Contracts and Benefits Oxdinance
()  Covenant Notto Discriminate

In the performance of this Lease, Landlord agrees not to discriminate against any
employee of, any City employee working with Landlord, or applicant for employment with
" Landlord, or against any person seeking accommodationis, advantages, facilities, privileges,
services, or membership in all business, social, or other establishments or organizations, on the
basis of the fact ot perception of a person’s race, color, creed, religfon, national origin, ancestty,
age, height, weight, sex, sexual orientation, gender identity, domestie partner status, marital
status, disability or Acquired Immune Deficiency Syndiome 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 contractmg directly with

,Landlord relating to the Premises a nondiscrimination clause applicable to such subcornttactor in
substantially the form of subsection () 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 patagraph shall not apply to any existing subcontracts
relating to the Building or the Premtises existing as of the Commencement Date,

(¢)  Nom-Discrimination in Benefits

Lendlord does not as of the date of this Lease and will not during the Tetm, in any
of its operations in San Francisco, on real property owned by City, or whete the work is being
performed for the City elsewhere within the United States, discriminate.in the provision of
bereavement leave, famﬂy medical leave, health benefits, membership or membership discounts,
moving expenses, pension and retirement benefits or travel benefits, as well s any benefits o’[her
than the benefits specified above, between employees with domestic partners and employees
with spouses, and/or between the domestic partners and spouses of stich employees, where the
domestic partnership has been registered with a governmental entity putsuant to state or local
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law authonzmg such registration, subject to-the conditions set forth in Section 12B. Z(b) of the,
San Francisco Administrative Code,

@  CMD Fom

Except for any waiver that may be granted by City, as a condition to this Leage,

" Landlord shall execute the “Chapter 12B Declaration: Nondiscrixnination in Confracts and

. Benefits” form (Form CMD-12B-101) with supporting documentation and secure the approval of
the form by the City’s Contracts Monitoring Division (“CMD”} Except for any waiver that may
be granted by City, Landlord hersby represents that prior to execution of this Lease:

() Landlord executed and submiited 1o the CMD Form CMD- 12B~1 01 with supporting
docummtailon and (b) the CMD approved such form.

() Incorporatlon of Adm1mstrat1ve Code Provisions by Reference

The provisions of Chapters 12B and 12C of the San Francisco Administrative

"Code relating to non-discrimination by parties contracting for the lease of ‘property to City are
incorporated in this Section by reference and made a part of this Lease as though fully set forth
herein. Landlord shall comply fully with and be bound by all of the ptovisions that apply to this .
Lease vnder such Chapters of the Administrative Code, including but not limlted to the remedies
" provided in such Chapters. Without limiting the foregoing, Landlord understands that pursuant -
to Section 12B.2(h) of the San Francisco Adnilnistrative Code, a penaliy of Fifty Dollats ($50)
for each person for each calendar day during which such person was discriminated against in
-violation of the provisions of this Leasé may be assessed agamst Landlord and/or deducted from -
. any payments due Landlord. ~

2326 Tropical Hardwood and Virgin Redwood Ban

(a)  Except as expressly pemutted by the application of Sections 802(b) and 803(b) of
the San Francisco Envitonmental Code, tieither Landlotd nor any ofits contractors shall provide
any items to City in the construction of the Leaseliold Impravéments or otherwise in the
performance of this Lease which are tropical hardwoods, tropical hatdwood wood products,
virgin redwood, or virgin redwood wood products.

&) The City and Comty of San Francisco utges companies not o import purchase,
obtain or use for any purpose; any tropical hardwood, tropmal hardwood product, virgit
tedwood, or vitgin redwood wood products.

(o) In the event Landlord fails o cotaply in good faith With any of the provisions of
Chapter 8 of the San Francisco Envirotithental Code, Landlord shall be liable for liquidated
damages for each violation in any amount equal to Landlord’s net profit on the contract, or five
. petcent (5%) of the total amount of the contract dollars, whichever is greatest. Landlord .
aclnowledges 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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2327 Bicycle Storage Facilities

Article 1.5, Section 155.1, of the San Francisco Planning Code (“Code™) tequires the
provision of bicycle storage at City leased buildings at no cost to Landlord and if funds are
~available, Tn the event public or private donations, grafits or other funds become available, at

any time duting the Term including aty extension thereof, City may, by giving sixty (60) days
advance wiitten notice to Landlord and the patldng garage owner and its parking operator and
subject to Landlord’s approval and the approval of the parking garage owner and ifs parking
operator, at City’s 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 patking 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 1nterferes with the efﬁcwn’c opétation of the Building’s parkmg facilities,

S 2328 ResourceJZfﬁcmnt City Bulldmgs and Pilot Projects; Presewathe—Treated
Wood

(@)  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 resource-efficient pilot projects. Landlord hereby agrees that it shall comply ‘with
all applicable provisions of such code sections ag of the Effective Date of this Lease provided
that such agteement is made on reliance of City’s representation, warranty 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 wauts or requires; or (if) the status
of thé City as a tenant or any usé 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 ox retention of any consultants, contractors, advisors ot
Agents; to achieve LEED certification or other energy efficiency standards, City shall specify
* and pay for (subject to application of the Allowance to the extent funds are available therefor)
- such improvements, alterations, modifications, procedutes or retefition in the Leasehold
Tmprovetnent Work subject to the provisions of Atticle 6 and the applicable Work Letter.

_ (b)-  Landlotd 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—meated
wood contalmng arsenic” shall mean wood treated with a preservative that contains arsenio,
elemental arsenic, or an arsenic coppet combination, including, but not lmited to, chromatcd
coppet atsenate preservative, ammoniac copper zihc arsenate preservative, or ammoniacal
copper arsenate preservative. Landlord may putchase preservative-treated wood products on the
list of environmentally preferable alternatives prepared and adopted by the Depattment of
Environment, This provision does not preclude Landlord from purchasing preservative—treated
wood containing arsenic fof saliwater immetsion, The term “saltwater immersion” shall mean a
pressure-treated wood that is used for construction purposes or facilities. that are pattially or

- totally immersed in saltwater,
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23.29 Counterparts

"This Lease may be executed in two or more counterparts, each of which shall be deemed
‘an original, but all of which taken together shall constitute one and the same instrument. '

23,30 Tiffective Date

The date on which this Lease shall become effective (the “Effective Date”) 1s the later of
(i) the date upon which this Lease is executed and exchanged by the parties hereto, or (if) the
date on which the City’s Board of Supervisors and Mayor, each in their sole discretion, enacta
tesolution approving this Lease in accordance with all applicable laws, Notwithstanding the
foregoing or anything to the contraty contained in this Lease, (x) Landlord shall have the xight 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 Lease and/ot entet into & lease amendment -
and texmination agreement, o form and content acceptable to Landlord in its sole discretion,
with Career Bducation Cotporation (“CEC”) on or before the date that is thirty (30) days after the
Effective Datoe (thé “Outside 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 terminated pursuant to the provisions of this Section 23.30, Landlord shall
provide notice (the “Section 23.30 Notification”) to City with the location and rentable square
footage of the Phase I Premises that will be delivered to Cliy on the Commencement Date as
Phage I Premises, and any portion of the otiginally contemplated Phase I Premises not delivered
on the Commeneement Date shall be Non-Delivered Phase I Premises and shall be delivered as | .
" and when portions of the Phase II Premises are delivered. Ih 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 oceur by November 3, 2017,

2331 Certification by Landlord

By executing this Lease, Landlord certifies that neither Landlord nor any of its officers or
membets have been suspended, disciplined or disbarred by, or prohibited from contracting with
any federal, state or local governmental agency, In the event Landlord or any of its officers or
members have been so suspended, disbarted, disciplined or prohibited from confracting with any
governmental agency, it shall immediately notify the City of same and the reasons therefor
together with any relevant facts or information requested by City. Any sich suspension,
disbarment, discipline or prohibition may result in the termination or suspension of this Lease.
Landlotd acknowledges that this certification is a matetial term of this Lease,

23,32 Conflicts of Interest

Through execution of this Lease; Landlord acknowledges that it is famdliar with the
provisions of Section 15.103 of the City’s Charter, Article TII, Chapter 2 of the City’s Campaign
and Govetnmental Conduct Code, and Sections 87100 et seq. and Sections 1090 et seq, of the
" Government Code of the State of California, 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 term of this Lease, Landlord shall imumediately notify the City. C
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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 Catnpaign and Governmental Conduct Code, which prohibits
any person who contracts with the City for the selling or leasing of any land or building fo or
from the City whenever such transaction would require approval by a City elective officer or the
board on which that City elective officet serves, from making any campaigh conttibution 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
individusl serves, (2) a candidate for the office held by such individual, ot (3) a committee
controlled by such individual, at any time from the commencement of negotiations for the
contract until the latet of elther the termination of negotiations for such contract ot six months
after the date the contract is approved. Landlord acknowledges that the foregoing restriction
-applies only if the Contract or a combination or series of contracts approved by the same
individual or board in 4 fiscal year have a total anticipated or actual value of $50,000 6r mote.
Landlord further acknowlédges that the prohibition on confributions applies to each prospective

- party 'to the contract; each member of Landlord’s board of directors, chairperson, chief executive
officer, chief financial officer and chief operating officet; any person with an ownership interest
of more than 20 percent in Landlord; any subcontractor hs‘ced in the contract; and any committee
that is sponsored or contralled by Landlord. Additionally, Landlord acknowledges that Landlord
must inform each of the persons described in the preceding sentence of the prohibitions =
contained in Section 1.126. Landlord further agrees to p1ov1dc to City the names of each person,
entity or committee described above. .

23.34 Asbestos~Containing'MateriaI C

Landlord has advised City that there is asbestos-containing material (“ACM”) in the
Building. Attached hereto as Exhibii J is a disclosure statement regarding ACM in the Building.
Landlord gives this notice in accordance with the requirements of Section 25915 ¢t seq. and
Section 25359.7 of the Cahfmma Health and Safety Code.

23.35 Buﬂdmg Occupancy Resumption Program

The City’s Department of Building Inspection (“DBI”) has developed a Building
Occupancy Resumption Program (“BORP”) whereby private building owners can pre-certify
private inspectors to provide building safety assessment evaluations following an earthquake or |
other catastrophic event, The purpose of BORP is to allow a quick and thorough evaluation of
possible damage to a structure by qualified persons so as to permit the re-occupancy of a
building 4t 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 DBL, Upon approval, DBI will send the building owner
verification of BORP 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://wwov.sfgov.org/site/dbi_page.asp?id=11515. ‘As a matetial part of the constderation for
this Lease, Landlord covenants and agrees to patticipate in BORP and to keep and maintain the
Building on DBI’s BORP list throughout the Term.
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2336 City Requiremonts

Landlord and City expmssly Bgree that: (i) Landlord shall be obligated to comply, by
reason of this Ledse, with the provisions of the San Francisco Administrative Code expressly
incotporated hetein by reference (collectively the “City Requirements™) as such City
Requirements exist on the Bffective Date, and, except as specifically provided in such City

" Requirements, shall not be subject to any amendments or supplements of such City ’
Requirements, excepting only amendments, supplements or replacements to the City
Requirerents for the payment of prevailing wages for the construction of improvements in the
Premises as set forth in Section 23.24 above; and (i) Landlord’s obligation to comply with City
Requirements shall antomatically texminate upon City’s assignment of this Lease (provided that
any successor Landlord shall be obligated to comply with such City Requlraments)
Notwithstanding the foregoing, nothing in this Lease shall preclude the City from applying
provisions of the San Francisco Administrative Code, as amended, supplemented or replaced
from titne to titne, to Landlord or to the Building if such provisions have generally applicability:
(ag opposed to applicability to p,arties with whom the City enters into a contract or a lease).

23.37 Memorandum of Leasa

- On the Effective Date, Landlord and Clty shall exeeute the memorandum of lease in the
form attached hereto as Exhibit K(the “Memorandum of Lease™), and Landlord shall cause the
Memotandnm of Lease to be recorded in the Official Records of the City and County of San
Frangisco within five (5) business days affer the Outside Date.

NOTWITHSTANDING ANYTHING TO THE CONTRARY CONTAINED IN THIS LEASE,

- LANDLORD ACKNOWLEDGES AND AGREES THAT NO OFFICER OR EMPLOYEE OF
CITY BHAS AUTHORITY TO COMMIT CITY HERETO UNLESS AND UNTIL CITY"S
BOARD OF SUPERVISORS SHALL HAVE DULY ADOPTED A RESOLUTION OR
ENACTED AN ORDINANCE APPROVING THIS LEASE AND AUTHORIZING
CONSUMMATION OF THE TRANSACTION CONTEMPLATED HERERY. THEREFORE,
ANY OBLIGATIONS 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 LEASEBY ANY
DEPARTMENT, COMMISSION OR AGENCY OF CITY SHALL NOT BE DEEMED TO

 IMPLY THAT SUCH RESOLUTION WILL BE ADOPTED NOR WILL ANY SUCH
APPROVAL CREATB ANY BINDING OBLIGATIONS ON CITY.,

Remaxnder of page intentionally left blank
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Landlord and City have executed this Léase‘ as of the date first written above,

LANDLORD:

LEXINGTON LION SAN FRANCISCOLP.,
a Delawate Jimited partnership

By:

Lexington Lion San Francisco GP LLC,

* 2 Délaware fimited lability company, its general pa.ltnel

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

By: = CLPE-LXP/LV GP,LLC,
a Delawale limited Hability company, its genelal partnel

By:  Clation Lion Properties Fund Holdings, L.P.,
- its sole member
By: bJ_:L’F"DL}luUlUb LIG, its gﬁumol paitner
By:  Clarjon Lion Properties Fund Holdings REIT, LLC,
its sole member .
By:  Clarion Lion Properties Fund, LP
its managing membe -
By:  Clarion Paitiers LPF GP, LLC,
its g;ne;i‘*al partper
By:  Clation Partners, LLC,
: its sole member

By:

Name:

+ Title: Authorized Signatory

CITY:
CITY AND COUNTY OF SAN FRA;‘JCISCO

By:

amounicipal corpor atm\

John Updike, Dirésor

APPRoV‘ED AS TO FORM:

DENNIS IZ@W {/Aty mey
N '

T253436616
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Landlord and City ,hava exeouted this Lease as'of the date first wntten above -

LANDL ORD:

"LEXINGTON LION SAN FRANCIS CcoLP,
a Delawire limited partnelslup

By:  Lexington Lion San Francisco GP LLC

aDelawate limited habmty company, 1ts genarzl partnel

 By:  CLPELXP/LY,LP,

a Delawate limited parthétship, its sole member .

By:  CLPF-LXP/LV 6P, LLG,

a Delaware limited habllity company, its general partnel
By ‘Clarion Tiof Propertiés Fund Holdlngs LP.,

it§-sole member

By:  CLEE-Holdings, LLC, its gerisial partoer
By:  Claiion Liot Praperties Fund Holdmgs REIT, LLC, .

its sole member

By Clarion. Lmn Properties Fimd, 1LP,

ils managing member -
By: ' Clatlon Partiers LPF GP, LLC,
its geheral partnet
Clarion Partners, LLC

By,

- CITY:
CITY AND COUNTY OF SAN: FRANCIS CO
amumictpal corporation

By:

Tohn Uptike, Dirogior of Proporty
APPROVED AS TO FORM:
DENNIS J, HERRERA, Gity Attorney .

By: ' : . .
Charles Sullivan, Deputy City Attorney
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- EXHIBIT B |
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! Acknowledgement of Commencement Date for Loase Between LEXINGTON LION SAN
" FRANCISCOLP, a i lirnited partnership (“Landlord”) and the CITY
AND COUNTY OF SAN FRANCISCO (“Tenant”), for premlses located at.350 Rhode.

Islund Street - Noith, D(Hl_f,ldnblbbu California.

Dear Sir or Madam:

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

Please acknowledge your acceptance of this 1etter by signing and returning a copy of this
Tetter. - : '

. [Signatures on next page]

Bxhibit B-1
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Very truly youis,

LEXINGTON LION SAN FRANCISCO L P,
a Delaware litnited partnership -

‘By:  Lexington Lion San Francisco GP LLC,
* aDelaware limited liability company, its general partner .

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

By: .

" Accepted and Agreed:

CLPE-LXP/LV GP,ILC,

_ a-Delaware limited liability company, its general partner

By: Clation ion Properties Fund Holdings, L.P.,
its sole member

- By:  CLPR-Holdings, LLC, its gcncral patther

~By:  Clarion Lion Propertws Fund Hold:mgs REIT, LLC,
" its sole member :

By:  Clation Lion Properties Fund .LP

its managing member
By: Clation Partners LPF GP, LLC,
its general patiner

By:  Clation Partpers, LL.C,
its sole member

By:

Narie:

“Title: Authonzed Signatory

CITY AND COUNTY OF SAN FRANCISCO,
a muonicipal corporation

By:

John Updike

Director of Propetty

Dated;

725343661.6
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EXHIBIT C
EXCLUSIONS FROM OPERATING COSTS

Tb.e following shall be exoluded from Opetating Costs for the purpose of determmmg
City’s Percentage Share of Operating Costs:

1. . Capital Costs. Capital Expenses, which for the purposes of this"Ex}ﬁbit shall be defined
as any expenditure which () provides a benefit in excess of one year, (v) is a non-recurting -
expenditure (1.e., such that the subject expenditure is not expected to recur in a two (2) yeat
period), and (z) oost inthe aggregate including all associated and related expenditures for

. consuliing fees, permits, installment payments, etc., in excess of $25,000 (“Capital Expenses”)
except as specifically included in ftems (i) and (if) of this Ttera 1 and Ttem 2 below;

@

(@)

Capital Costs for New Building Repulations. Operating Costs may include the cost'of
capital improvements and/or capital repairs () required-in order to comply with Laws

" (other than Laws that the Common Areas were specifically required to cormiply with
‘a5 of the date'of this 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
Teasehold Improvements or Alterations, amortized over the usefiil life of the,
applicable capital itmprovement and/or capital repair, plus interest in the amount
described below, except o the extent such capital itnprovements are attributable to or
are tnade for the primary benefit of a tenant or occupant other than City.

Camtal Costs Whick Reduce Operatmg osts. 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, atortized over the useful Iife of such capital
improvements and/or capital repairs, plus interest in the amount described below,

. provided, however, that the costs of such capital improvements and/or capifal repairs

may only be included if, at the time such costs wete 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 repait) would be equal to of exceed the
annual amortized amount of the costs to be included in Operating Costs for the
applicable capital mproyvement and/or capital repair, and at City”s request Landlord
shall provide City with & written statement and explanation of Landlord’s estimation.

“Nothing in this clauge (i) of Ttem 1 is intended to limit Landlord’s rights to make

capital repairs and/or capital improvements under clause (i) of this Ttem 1.
Capital Expenses described in (i) or (i) 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 used to amortize such costs by landlords of Class A
office buildings in the San Prancisco South of Market atea in accordance with generally

- ncoepted propetty management practices), togéther with (A) interest on the unamortized
balance of the Capital Expense at the actual interest rate incurred by Landlord in connection

- with such Capital Expense if the funds for such Capital Expense are bortowed from a third
party lender, or (B) presumed inferest on the unamortized portion of such Capital Expense at
the Bank of America Reference Rate plus two percent (2%) if the funds are not borrowed
from a third party lender.
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2. Capital Equipment Rental, ch‘tals and other'related expenses for items Wthh if
purchased rather than rented, would constitute a Capital Expense that Landlord is expessly

. 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 ig used mprowdmg Jamtonal serviees ot similar services) .

"3, Casualty Costs. Costs (other than i insurance related costs which shall be included as part
of Opetating Costs) mcurrcd by Landlord in the event any portion of the Building is made .
untcnaintablc by fire or other casualty, including costs for the re‘pair of the Building,

4, Emmcnt Domain Costs, Costs inoutred as a result of the exercise of the right of eminent
domati.
5. Other Tenart Improvetnent Costs. Costs, including, without limitation, inteﬁor'

improvements, base building improvements, code upgrades, petmit, lcenge and inspection costs,
ingurred with respect to the installation of improvements made for tenants or other occupants of
the Building other than City or incutred in renovating ot otherwise improving, decoraung, -
painting of redecorating space to be leased by other tenants or other occupants in the Building,

6. Depteoiation, Amortization and Interest, Depreciation, amortization and inferest ,
payments, except (1) depreciation on paintings, sculptures and othet works of art located in the
Bmldmg s Common ground floor lobby, provided the cost of depreciation of such ifems included
i Operating Costs does not materially exceed the cost for such items typically included by
landlords of fitst-class office buildings in the San Francisco South of Market ates), (if), to the
extent provided herein pursuant to items 1(1) and 1(ii) above, and (i) onmaterials, tools,
supplies and vendor-type equipment purchased by Landlord to enable Landlord to supply
services Landlord might otherwise contract for with a third party where such depreciation,
amortization and inferest payments would otherwise have been included in the charge for such
third patty’s setvices, ptovided that whet depreciation or amortization is permitted ot required,

" the iter shall be amortized over its useful life (as reasonably determined by Landlord, provided
that such petiod shall be within the tange used to amottize such costs by landlords of first-class
office buildings in the San Francisco South of Market atea m accordance Wﬂ'h generally accepted
* -property management practices)..

7. - Markefing and Leasing Costs. Advertising and promotional cxpenses, mafkcﬁng COBts,
lcasmg commissions, attorneys” and other professionals’ fees, space planhing costs and all other
costs and expenses in connection W1th negotiations with prcscnt of prospective tenan'ts or other
occupants in the Building.

8. Lease Enforcement and Dispute Costs. Litigation costs, attomcys fees, costs of

- settlemett, judgments and payments in leu thereof, and other costs and expenses incurred in
connection with: (i) lease enforcement; (if) disputes ot potential disputes with prospective,
former or current Building tenants ot ocenpants; (iii) disputes ot 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 excesd the costs incutred, in which event
reasonable costs and expenses incurred in connection therewith may be included in Operating
Costs on the condition that Laudlord identify such cost, togethet 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 ot

Bxhibit C-2 I
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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 oz 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 Incutred, such as tax disputes where the tenants of the Building would

. benefit if Landlord prevails, in which event reas ongble costs and expenses inenrred in connection
thetewith may be included in Operating Costs on the condition. that Landlord jdentify such cost,
together with a description of the anticipated economic benefit to.be realized, in Landlord’s
Expense Statement for the Bxpense Year in which such costs were mcluded)

9, Intennonally Omitted.

10. . Costs of Violations of Rules, Laws ot Conttacts. Costs, including without limitation
fines, penalties and damages, incurred by Landloxd due to violation by Landlord or any tenant or
nther ocoupant of the Buﬂdma of the termg and conditions of any lease, m‘mlhd lease, mortgage
or deed of frust, or other covenants, conditions or restrictions encmnbenng the Building or the
real property on which it is Jocated, except to the extent Landlord would have incurred such costs
as an Operating Cost absent stich violation. :

11, . Self-Dealing Costs. Overhead and profit increments paid to Landlotd or to subsidiaties
or affiliates of Landlord, for management or other services, supplies or materials, to the extent
the same matetially exceed the costs of such goads and/or services rendered by unaffiliated third
pafnes providing the same quality and scops of services and with a comparabla level of relevant
expetience and skill on a compehtLVe arms-length basis.

“12. Concwrge or othér Concession Costs. Any compensatton paid to clerks, attendants or
other petsons in commercial concessions operated by or for Landlord, including, WLthou’c
limitation, concierge service, athletic or recreation club or Iuncheon club,

13.  Ground Lease. Any ground lease rental or rental under ay other undcrlying leases.

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

“15. Propertv Management Fee Cap, Propetty management costs including wages, Salarles,
and management office expenses, to the extent that such costs exceed management costs
normally payable for comparable management services in compatable buildings in the
downtown San Francisco fluancial 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.  Reimbutsed Costs and Cosis Bensfitting Other Tenants. All items, services and benefits

- (1) for which City or any other tenant or occupant of the Building separately reimburses Landlord
(othet than through such tenant’s ot oceupant’s proportionate share of Operating Costs), or (i)
which ate not offered to City (or for which City is charged directly), but which ate pmvlded to
another tenant or occupant of the Building without reimbursement.

17. . Signage. Thé 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.

" Bxhibit C -3
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18,  Intentionally Omitted, : :
©19,  ADA Costs, Subject to Secﬁon 10 of the Lease and as otherw1se provided for in the

- Lease, costs incurred in connection with upgradmg the Common Areas to comply with disabled

access, life, fite and safety codes in effect ptior to the dats of the Lease, and costs incurred in
'c_onnection with upgrading the Common: Areas to comply with the Ameticans with Digabilities
Act of 1990 and Title 24 of the California Code of Regulations (or its successor), the San
‘Francisco Sprinkler Ordinance and the San Franc1sco Unteinforced Masonry Building
Ordinance.

20.  Late Payment. Penalties or fces incurted as & result of Landlord’s neghgence mabmty or
unwillingness to make payments, including tax payments, when due. ,

21. * Hazardous Materials Costs. Costs atising from fhe presence of or mcurred in conmection
with the abatement or temediation of Hazardons Matetial in or about the Building, including,
~ without limitation, groundwater or soil conditions (“Hazardous Materials Costs”); provided,
howevet, Operéﬁng Costs may inchude minor costs atttibutable to those actions taken by
Landlord to eoraply with any laws, rules and regulations or othetwise commonty performed
pursuant to prudent ptoperty management practise, provided such actions ate incidental to the
ordinary operation and maintenance of the Building (and not triggered by or made in connection
with tenant improvements o a particular special use by a tenant or occupant, such as a
Taboratory, dental er medical practice, cleaners or photo processing), including (1) costs of
routine momtormg of and testing for Hazardous Materlal ful ot about the Building and (if) costs
incurred in removing and dispoging of de minimis amounts of Hazardous Materials from the
‘Building when such removal is directly related to such ordinary maintenance and operation of
the Building. Nothing contained herein shall excuse City froin liability W}noh Cityhas for
Hazardous Materials tinder the other provisions of this Lease,

92, Charitable and Political Contctbunons Landlord’s charitable or pohttcal coniributions.

23,  Available Warrantjes. Costs for repaxrs that are reimbitsed by a contraotor or
manufactuter pursuant to a warranty.

24,  Art. Costs for sculpture, pa:lntmgs ot other abjects of art, other than de minimis costs of
. routine maintenance of and i insuranee preiniurms.fot art work and decotations on display i the
Common Areas.

.25, Sale and Financing Costs, All direct costs of financing, refinaticing, selling, exchanging '
or otherwise transferting ownership of the Building or the real property on which it is located or
any intetest therein or portion thereof, including broker commlssmns, attomey g fees and closing
costs.

26.  Bad Debts and Resarvcs' Bad debt loss, rent 1oss, sinldng funds or reserves for bad dsbts,.
rent loss, capital items or further Operating Costs )

27.  Violation of Law. Costs, penalties or fines arlsmg from the vmla’aon by Landlord of any
tenant ot other ocoupant of the Bu;tldmg of any applicable governmental rule, tegulation, law or
authority, except to the extent such costs reflect costs that Would have been incurred by Landlord .
gbsent such violation. .

28.  Overhead. Landlord’s general corporate overhead and general and admlmstratlve '
expenses not directly related to the operation or management of the Bmldmg
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29.  Special Service Expense Items. In addition to the foregoing, Landlord shall make good
faith efforts (1) to exclude from Operating Costs those items, services ot benefits (“Special
Service Expense Ttems™) that are incurred solely for the direct benefit of specific types of tenants
or usets in the Building (“Special Service Users™) other than City, ot (i) to equitably reduce
Operating Costs to reflect materially disproportionate use of Special Service Bxpense Items by
Special Service Users (when compared to the typical Building tenant). Special Service Users
may include, but shall not be limited to retail tenants medical ox dental offices.

Notwithstanding the foregoing or anything to the contrary contained in this Leage, Landlord may
equitably increase City’s Percentage Share for any item of expense ot cost reimbursable by City
thatrelsdtes to a repair, replacement, utility or service that benefits only the City, the Premises or
only a portion of the Building that includés the Premises or that varies with occupancy or use.
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EXHIBIT D | o
* RULES & REGULATIONS |
350 Rhode Island Street - North -

1. The rights of City in the sldeWalks, entrances, cottidors, stairways, elevators and

. . escalators of the Building are litnited to ingress fo and egress from the Premises for City, its
Agents or Invitees, and City shall not invite to the Premises, nor permit the visit thereto by,
pexsons in such numbers or under such conditions as to interfere with the use and enjoyment by
others of the sidewalls, entrances, corridors, stairways, elevators, escalators or any other

.+ facilities of the Building. Fite exits and stairways ate for emergency use only, and they shall not

be used for any other purpose by any of City, its Agents or Invitees. Landlord shall have the

- right to regulate the use of and operate the public portions of the Biiilding, as well as portions
furnished for the common iise of tenants, in such Ianer as it deems best for the benefit of
tehants genarally ‘ .

-2, Landlord reserves the right to exclude from the Bmldmg betWeen the hours of 6 P M. and
7 AM. and at all hours on Safurdays, Sundays and holidays all persons who do not present a
- pass fo the Building s1gned by Landlord. Landlord will fornish passes fo persons for whom any

"+ tenant requests the same in writing. In case of invasion, riot, public excitement or other

commotion, Landlord may prohibit all access to the Building during the cottinuance 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 damages or loss atising from the 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 Budlding with any package or other
object to extibit a pass from City from whose Preruises the package ot object is being removed,
but the establishment o énforcement of such requiremnent shall not impose any responsibility on
Landloxd for the protection of City against the removal of ptoperty from the Premises of Cily.

3, Whete any damage to the public portions of the Building or to aty portions nsed in
common with other tenants is caused by any of City, its Agents or Invitees, the cost of tepairing 4
the same shall be paid by City upon, demand. - ~

4, . Landlord shall have the right to prescribe the weight and posmon of sa;fes and other
objects of excessive weight, and no safe or other object whose weight exceeds the lawiful Toad for
the area upon which it would stand shall be brought foto or kept upon the Premises. If, in the

" judgment of Landlord, it is necessary to distrdbute the cohcentrated weight of any.safe or other
heavy object, the work involved in such disttibution shall be done in such manner as Landlord
shall determine and the expense thereof shall be paid by City, The moving of safes and othér
heavy objeqts shall take place only upon previous notice to, and at times and in & manner -
approved by, Landlord, and the persons employed to move the same in-and out of the Building
shall be acceptable to Landlord. No machines, machinety or electrical or electronic squipment
or appliances of any kind shall be placed or operated so as to disturb other tenants, No tenant
shall drive nails, screw or drill into, the partitions, woodwork or plaster of in any way deface
such preroises or any part thereof, except for non struectural drywall surfaces as approved by
Landlord. Freight, furniture, business equipment, merchandige and packages of any description
shall be delivered to and removed from the Premises only in the freight elevators and through the
service enfrances and corridors, and only during hours and in a mannet approved by Landlord. -
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Landlord will not Ee responsible for loss of or damage to any such safe or ;Srcpexty from aty
“cause, and all damage done to the Building by moving or maintaining any such safe or other
~ property shall be repaired af the expense of the City. : :

5. There shall not be nsed in any space, ot in the public areas of the Buﬂdmg, either by any
tenant or othets, any hand trucks except those equipped with rubbet tires and side guards. No
other vehicles of any kind shall be brou@t by atry tenant into or kept in or about any premisesin
the Building, : :

- 6, - Nohoise, mcludmg the playing of any musical instrument, radio or telewslon, 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 into ot kept in the Building ot the Premises. No dangerous, inflammable, combustible or
.explosive object or material shall- be brought into or kept in the Building by Clty or with the

“permission of City, except ag permitted by law and the insurarice companies insuting the
Ruilding or the property therein. City shall not cauise or permit any odors of cooking or other
processes, or any utusual or other ob; ectionable odors, to petmeate in or emanate from the
Premises,

7. No tenant shall alter any lo ck or install'a new or additional lock or any bolt on any door

" of its premises without the prior written consent of Landlord. If Landloxd shall give its consent,
City shall in each case furnish Landlord with a key for any such lock. - There may be sensitive
ateas.of the Premises that require, unless an emergency thteatens life and safety and/or material
and substantive damage to property, Landlord’s entry be accompanied by City staff with,
reasonable pijor notice. Lendlord may make 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 finished to the City or which City shall have had made.. B

‘8. . Bach fenant shall see that the doors of its premises are closed and securely locked and
must obsetve strict care and caution. that all water faucets or water apparatus ave entirely shut off
before the City or its employees leave such premises, and that all utilities shall likewise be
carefirlly-shut off, so as to prevent waste or damage, and for any default of carelessness the City -
shall make good all injuries sustained by other tenants or ocoupants of the Building ot Landlord.
No door (other than a doot in an interior partition of the 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 tp, water pipes, gas pipes, electric lights and fixtures, heating apparatus
_ or any other service equipment, City shall prompily notify Landlord of any inspeotion of the
Premises by govennnental agencies having jurisdiction over matters involving health or safety.

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

11.  Allfood storage areas shall be adequately protected against vermin entry by a contractor
gpproved in advance by Landlord. ,

12, Drain pipes shall be kept free of obstructions and opolable at all times.
13, Exit signs shall be ﬂluimnated and other exit identification shall be op erable at all times.
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14, * -Emergency hghtmg, moludmg battery components shall be in good Worldng condition at
-all times. .

15. City shall not brmg or keep, or allow to be brought or kept in ’che Building, any bmyoles ;
roller blades, in line or other skates or other type of wheeled pedestnan form of locomotion.

16.  Mail pickp and delivery shall be respons1bﬂ1ty of City.

17. "No s1gn, placard, picture, name, advertisement or notics, visible :Erom the exterior of

" Jleased. premxses shall be inscribed, paitted, affixed or otherwise displaced by any tenant eifher-on

its.premises or amy part of the Building without the prior written consent of Landlord, and

"~ Landlord shall have the right to remove amy such sign, placard, plc’mna name, advertlsement or
notioe withoutnotice to ahd at the expense of the City. - =

Big Landlord shall have given such consent to any tenant at aty tune whether befora or after the
execution of the Lease, such consent shall in no way operate as a waivet or releage of any of the
prowsmns hereof or of $uch Lease, and shall be déemed to relate only to the particular sign, '
placatrd, picturé, name, advertisement or notice so consented to by Landlord and shall not be
construed as dispensing with the necessity of obtaining the specific written consent of Landlord
with respect to any other such sign, placard picture, name, advertisement or notice,” )

© Na signs will be permitted on any enfry door utiless 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 City by a person apptoved by Landlord. - '

18.  The lobby ditectorles of the Building will be provided exclusively for the display of the'
narne and location of tepatts only and Landlord reserves the right to exclnde any othet names
thete from. Landlord reserves the tight to restrict the amount of directory space utilized by City
. and to charge for names associated with City to be placed ’chereon at rates apphcable to all
tenants, and to charga for changes or substitutions thereto,

19.  No curiains, blmds, shariters, shades, screens or other coverings, hangmgs or decoratlons
shall be attached to, hung or placed in, or used in connection with any window on any premises
without the prior written consent of Landlord. In any event, with the ptior written consent of
Landlord, all such items shall comply with Landlord’s building standards. No articles shall be
placed or kept on the windowsills so as to be visible from the exteriot of the Building.

20. - The doors, windows, light fixtutes and any lights or skylights that reflect or admit hght
- into-fhe halls ot other portions of the Building shall not be covéred or obstructed.

. 21.  No tenant shall obtain for use upon its premises ice, drnﬂcmg water, food bavcrage towel

or other sfmiler 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 maohme or machine of any deseription shall
be installed, mamtamed, ot operated upon the Premises or in the Building without Landlord’s

prior wriften permission, which shall not be vnreasonably withheld,

22, Thetoilet rooms, toilets, urinals, wash bowls and other apparatus shall not be used for
any putpose other than that for Wthh 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, théater tickets or any cther goods or merchandise
in or on any premises, nor shall any tenant catry on, or permit or allow any employee ot other
persorLto carry on, the business-of stenogtaphy, typewriting or any similar business in or from
any premises for the setvice ot accommodation of occupants of any other portion of the .
Building, nor shall the premises of any tenant be nsed for the storage of merchandise or for the
manufacturing of any kind, ot the business of a public barber shop, beauty parlor, or any
business ot activity other than that specifically ptovided for in such tenant’s Jeage.

24, Landlord will direct electricians as to where and how telephore, telegtaph and electrical
wires ate to be‘introduced o installed, No boring or cutting for wires will be allawed without
the priox written consent of Landlord. The location of telephones, call boxes and other office
squipment affixed to all premises shall 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 it connection with the installation and vemoval of its equipment, including any
telephone, telegrapli, data and electricity distribution equipment.

25.  No tenant shall lay. 1moleum, tile, carpet or any other floor covering so that the sare shall
be affixed to the floot of its premises in any manner except as apptoved in weiting by Landlord.
The expense ofrepairing any damage resulting from a violation ofthis rule or the removal of any
floor covering shall be borne by the City by whom, or by whose contractors, employses or
invitees, the damage shall have been-caused.

- 26, Each tenant shall store all ifs {rash and garbage within the interjor of its premises. No
material shall be placed in the ttash boxes or receptacles if such material is of such nature that it
may not be disposed of in the ordinaty and customary manner of removing and disposing of trash
and gatbage in the City of San Francisco without violation of any law or ordinance governing
such disposal, All trash, garbage and tefuse disposal shall be made only through entryways and
elevators provided for such purposes and at such times as Landlord shall designate. City agtees
to make reasonable efforts to cause its employees and invitees using the courtyard fo dispose of

- trash in the receptacles provided and otherwise keep the Common Area in a neat and cloan
condition. All employeses of Licensee performing deliveries or retnoving trash from the Premises
must be registered in advance with the Building’s management office and cau:ry appropnate
identification with them at all times when perforting such duties.

27.  Canvassing, sohomng, distribution of handbills and other written materials and peddlmg ’
in the Building ate prohibited and each tenant shall coopetate to prevent the same.

. 28.  Landlozd, 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 stmoking among its etnployees and invifees, and to utilize the.ash urns in the
designated smoking areas.

29, City shall abide by all energy conservation measures employed by Landlord, ‘mciuding'
but not Hmited to requirements that lights be extinguished upon Ieavmg the Premises, and that
draperies be closed at tirme specified by Landlord.

30.  Feeding birds on any portlon of the Project is strictly prohibited. City agrees to make
reagonable effort to enforce the prohibition among its employees and invitees.
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31. Landlord shall have the right to prohibit atty adVertlsmg by any tenant Whlch in
Landlord’s opinion, tends to impair the reputation of the Building or its desirability as a building.
fot.offices, and upon written notloe from Landlord, City shall refrain from ot discontinue such
advertising, . .

30 City agrees o promptly notify Landlord of any security threats to persons or property
Imowneto City at the Property known to City and, if they are related to City’s occupancy of the
Premises, City agtees to take reasonable safety precautions to protect the safety of occupants and
users of the Property and prevent damage to the Propetty. o

33.  Landlord reserves the ngh‘c to regeind, alter or waive any rule or regulation at any time
presexibed by Landlord when, in its judgment, it déems it necess ary, desirable or proper for its -
best intetest or for the best inferests of tenants, and no rescission, alteration or waivet of any ruls
or regulation in. favor of one fenant shall operate ag a. rcscission, altetation. ot walver 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 re gulaﬁons at any time presc;ubed by Landlord
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Lo admg D ock Tenant Use:

Loading/Unloading Only - 15 minute Jmit CVC2265 8(a)Sub3 eot to being towed at the yehicle® s'
owner expense.(Sighs are posted msnie of the loading dock)

For Towed Vehicles Call:
P & S Towing 415-861-4200
SFPD 415-553-1239

‘ Loadiﬁg Dock Requirements

T

The 1oadmg dock is Opened Monday thru Friday from Gam yutil 6pm, and is closed duxmg the
veekends and on holidays. \An“ after hour request should be made ditectly to the property
’ managemant) '

During business howrs:

‘The loading dock is for ALL of the 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 additional 15 minutes in the loading dotk should reach out fo
secutity either in the North Lobby or via phone 415-745-0976

Also, please note the following:

1.) Staging of eqmpmen’c inside of the loading dock should be 11nnted 015 mmutes unless
youreceive permission from the property Inanagement :

2.) Be conscientious of your surroundings;
- Don’t block doors, sidewalk and walkways,
= Tf you spill Tood or liquids notify security so that we can avoid further mo1dents
- If you witness sometbmg damaged, any shp hazads, or anything out of place, please
notify security.

3 .} No work (except loadmg/unloadmg of Vehwle) shall be conducted inside of the loading
. dock unless permission from the property management has been granted—— Th1s
includes:
- No Soldering ‘
~ No Use of Power Tools (Bxcluding Pallet Jack)
- No Use of Hand Tools (Excluding Floor Dolly)
- No Use of Gas Tanks/Genetator

—~Any work that has been authorized requires sighage ot cones within the designhated
work space as to prevent other people whom are using the loading dock-from being
. injured.
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4.} -There’s NO BLOCKING of the sidewalk leading into the.loading dock as this creates a
hazard for pedestrians and people with special needs,

- 5.) Proppmg of the loading dock doot into the North Lobby is ot allowed. Remam with
your vendor whilé deliveriés ate being made or arrange for special access for your '
vendot.

- For additional access cards please notify the property management or if you have acgess
into the workordet system; please make the request through there.

ne

Blue / Green Bins & Compactor

" I
\

Recyclable Ttems (Blue Bins):
o Computer paper / Letterhead/ Copy machine paper
" o NCRforms '
o - “Post-it” notes
o Carbon copies (minus carbon sheet) »
o Papel‘boad(cerealvblox type)
o Catalogs, magazines, envelopes, ne{&spaper
o Paper Wrappers, blue prinits, phone books, glossy brochures
o File folders, pressure seusitive envelopes
o Jook mail, telephone books and miscellaneous colored forms
o Pens, pencils, rubber bands
o ‘ Plastic bottles, glass bottles — clear and colored, aluminum cans
o Ferrous metal and bi-motal cans, '
Compostable Items (Green Bins):
o Coffec Gronmnds .
o Food Items
o Papét oups, plates & card board boxes (Soiled by food)
.o Plants or flowers | '
. . o Teabags and wet wasto .
’ Non~recyclable items (Trash Compactor):
o Ceramics .
o Plastic utensils, stir-sticks
o Styrofoam (all types)
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Acetate sheets (microfiche)
Carbon Paper ‘ '
Cellophane

 Computer diskettes

Light Bulbs

Mirrors

Box Compactoxs -

@)
O

O

Must be at least 18 years of aée to opetate.

DONOT éperate unless you’ve been properly trained to do so. |
Cardboatd Boxes ONLY(Non-soiled boxés)

Bail the boxeg inside of thé compactor when it’s 60% Full.

* Don’t overfill past 60%(fts difficult for the vendors to picl up)

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

Always use all four strands of yarn when bailing. (Yarn will break!)
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EXHIBIT B
SWORK LETTER
350 Rhode Ysland North

. This Work Letter is part of the Office Lease dated as of " (the “Lease™), .
executed concurtently herewith, by and between LEXINGTON LION SAN FRANCISCOL.P,,
a Delawate limited partnershlp, as Landlord, and the City and County of San Francisco, as
Tenant, coveting certain prermises described in the Lease. All terms that are capitalized but not

. deﬁned herein shall 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 Tmprovements
within the Premises. Accordingly, references herein to terms like (f) “Premises” shall meat the
portion of the Premises applicable to that phase, (if) “Leasehold Imptovements™ shall mean the
leasehold improvements applicable fo such phase, (jii) “Allowance” and “Additional
Construction Allowance” shall mean the allowances being provided by Landlord applicable to
such phase, and (iv) “Construction Scheduls” shall mean the construction schcdule apphcable to
such phase, .

The cost of the design and construction of the Leasehold Improvemetits and all c'osts 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 contractot
reasonably apptoved 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 Improvements”) in accordance with the .
provisions of this letter, . . :

1. Plans and Smciﬁcations

' a. Schematic Desiph Documents. Clty and Landlord shall work -

. oollaboratwely and in a diligent and efficient manner to mutnally approve schematic design
plans for the Leasehold Improvement Work for the Premises (the “Schematic Design
Documents”) in accordance with the program requitements of City. '

b. Design Development Documents. Based on the approved Scliematic
Design Documetits and any adjustents approved by City, within the timeframe provided for in.
the Construction Schedule the after murtual 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 Heerised engineer approved by City (the “Engineer”) to prepate
and submit to City fot its approval plans and specifications expanding in greater detail the
representations of the Schematic Design Documents and fixing and describing the size and
character of the Leasehold Improvements, including, without limitation, architectural, structural,
materials and such other elements as may be appropriate, together with fully developed floor
plans, wall and building sections (collectively, the “Design.Development Documents”). The
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Ijesign Developmeﬁt Documents shall be subject to apptoval by City in-accordance with
Paragraph 1.e below.

C. Counstruction Documents. Based on the approved Design Development
Documents and any further adjustments approved by City, within the timeframe provided forin .
the Construction Schedule, Landlord shall have caused its Azchitect and Engineer fo prepare and
submitto City fof its approval final plans, specifications and working drawings for the Leasehold
Tmprovements, setting forth in detail all aspects of the design, function and 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 (collestively, the “Construction
Docurnents”). Such Construction Documen’cs shall be subject to approval by Clty in accordance
- with Paragraph 1.e below,

d.  Design i Accordance with City’s ADA Reqmements City shall prepare
and submit to Landiord 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 Documents and
Construction Documeits, in conformity with the agreed upon documents. Landlord’s Architect
shall consult and hold periodic meetings with City and its architectural consultants and space
planmers as needed, in the preparatlon of the Des1gn Development Documents and Constructmn
Documents. .

e. City’s Approval of Plans, The Design Development Documents and
Constryetion Documents (and any Landlord Change Orders-thereto, as described below) shall be
subject to approval by City, which approval shall not be unteasonably withheld or delayed, in
accordance with the following procedurs. . After submission of the Design Development
Documents, Construction Documents ot proposed Change Order by Landletd to City, City shall
have five (5) days to disapprove any element thereof. I City does so, then City shall notify
" Landlord within such petiod of its disapproval and of the revisions that City reasonably requires
'in order to obtain approval congistent with the terms of this Work Letter. As soon as reasonably
possible thercafter, but in no event later than five (5) days after rscelpt of such notice, Landlord
shall submit to City documents incarporating 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 Clty if City fails to notify Landlord of any objection
within five (5) days after rccelpt of the revision.’

£ Notwﬁhstandmg anything to the contract contained herein, it shall be
cons1dered Tenant Delay if the Construction Docurnents have not been agreed to by the parties -
(1) with respect fo the Phage 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 (if) with respect to sach portion of the Phase Il Premises, within thirty (30) days
after Landlord notifies City of then scheduled expiration or earlier termination date of the
- existing lease with respect to Such portion of the Phase I Prem:ises

g Paytentfor Plans. The costs of prepating the Schematic Design
Documents Design Dcvelopment Documents and the Construction Documcmts shaﬂ be paid by -
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Landlord and shall be deducted from the Allowance (as defined in patagraph 4.b below), subject -
to City’s priot approval of such costs as provided in paragraph 4.c below, Landlord shall
evidence such costs by invoices and other substantiation as Cxty may reasonably requite.

h. Changes to Approved Construquon Docmnents.

1, City Change Orders. If following Landlord’s and City’s approval = -
© ofths Construction Documents, City requests any change, addition or altératior 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, additior or alteration, -Within a reasonable period after City’s :
request, Landlord shall notify City of the 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 ag soon as reasonably practical thereafter. If City does not apprive such cost
within the above-mentioned five (5) day petiod, construction of the Premises shall proceed in
accordance with the original completed and approved Construction Documents. City shall be
responsible forthe 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 required by City. The timde petiod requited to address any City Change
. Order request, whefher 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 Substantlally
Completed ‘

o Landlord Change Ordets. If followmg Landlord’s and City’s
approval of the Construction Documents, Landlord requests or is required to make any change,
addition or alfetation 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 anticipated date of Substantial Completion that would result from such
Landlord Change Oxder, Any such Landlotd Change Order shall be subject to City’s prior’
written approval, in accordance with Paragraph 1.6 above. No approval by City of any such
Landlord Change Order shall relieve or modify Landlord’s obligations hereunder to cotnplete the -
. construction of the Leasehold Improvernents in accordance with the approved Construction
Schedule, nor shall any such approval limit any of City’s rights ot remedies hereunder or tnder
the Lease. ¥f the Landlord Change Order request is simaply and solely the result of a Landlotd-
preference with tespect to the Leasehold Improvements (as opposed to a change required by - .
apphcable legal requitements or necessitated by field conditions in both of which cases all 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 Ordet, including,

- without limitation, the costs of preparing the plans and specifications Ielatmg thereto, and no
- such amount shall be paid or deducted from the Allowance,

' i,  Appointment of Representaﬁves Cfcy and Landlord sha]] each
deSLgnate and maintain at all times during the design and construetion peériod a project
representative (“Representative”), and an alternate for guch Representative (“Alternate”), cach 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 inquities
of or tequests fo, and shall not give any instructions or authotizations to, any other employee or
agent of the other patty, including without limitation, the other party’s architect, enginegrs,
consultants and contractors ot any of their agents or employees, with tegatd to matters associated
with this Work Letter. The initial Representatives and Alternates shall be: -+~

City: Representative -
Alternate -

‘Landlord:  Representative — Ryan Hawling
: Alternate — Yvonne Fischer

Each pacty may at any time and from time to time change its chresentatwe or Alternate by
- ‘written notice to the other party. Each party’s Representatwe or Altérate shall be available
during ordinacy business hours so that questions and problems may be quickly resolved and so
that the Leasehold Improvements may be completed economically and in accordance with the
Construction Schedule. All approvals mads by City’s Repxesentahve or’ Alternate shall be made
in writing,. -

2. Permits.

a. RESDQnSﬂ)ﬂltY for Obtaining Permits. Landlord shall have the
respons1bﬂ1ty for obtammg all governmental permits and approvals requited to commence and
complete the Leasehold Improvomont 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 sich approvals and permits promptly after the parties have agreed
on so called petmits set based on the Construction Documents for the Leasehold Improvements.

. Landlord shall have the responsibility of calling for all mSpBCtlonS 1equ1red by City’s Burean of
Building Inspection.

3. Construction.

a. . Construoﬁon of Ieasehold fmprovements. 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 tevised by any Change Orders,

and the terms of this Work Letter: City shall not have any obh gatlon W1th rcspoot to any such
worl other than as provided herein, .

b.- - Construction Sohodulo. Landlord shall commence construction of the
Leasehold Improvements prompily after the Premises are available for construction but only
aftef obtaining the required permits for construction in accordance with the approved
Construction Documents, and Landlord shall diligently pursue construction to completion, all in
accordance with the construction scheduls (the “Construction Schedule”) to be prepared by the
Contractor subject to the consent of City and Landlord, Whloh consent shall not be unreasonably
withheld, conditioned or delayod
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: ¢..  Status Reports, Inspections. Landlord shall keep City apprised of the
status of permit approval and the progress of construction. Landlord ot its Contractor shall meet "
weekly with the Gity’s Representative(s) on site or such other location as acceptable to the .
Parties so as to mopitor the construction, From time to time during the design and construction

" . of'the Leasehold Improvements, City shall have the 1ight upon reasonable advance oral or

written notice to Landlord fo entet the Preraises at reasonable times to ingpect the Premises, -
provided such inspections do not unreasonably interfere with the construction, Landlozrd or 1ts
Representative may 2000mpany Czty during any such mspeoﬁon

a d. General Conditions. The petformance of all Leasehold fmprovement
Work by Landlord shall be subj eot to the following tertns and condltlons

L All of'the Leasshold Improvement Work shall be performed in
comphanoe with all laws, codes, regulations and building reqmrements (collectively, “Laws”)
beanng ot construction of the Leasehold Improw:men‘rs,

il Without limiting the foregomg, 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 of Regulations and all other applicable federal, state, -
* local and administrative laws, rules, regulations, orders and requirements intended to provide
equal accessibility for persons with disabilities (collectively, “Disabled Access Laws”), and with
. City’s work plan for access1bﬂfcy improvements as set forth in the Constmcnon Doouments S

iit.  Landlord orits Contractor shall bo 16Sp omlble for all requu:cd
insurance; and ‘

i . Af City’s request, Landlord shali tequire at least three (3)
competitive bids from subconttactors in each major trade in connection with all work performed
by Landlozd or its Contractor hereunder, -

) e Cooperation, Tandlord shall cooperatc at all tirmes Wlth City in bringing
about the timely compleuon of the Leasehold Improvements, Landlord and City shall zesclve
any and all disputes arising out of the construction of the Leasehold Improvements it a manner

~which shall a11oW watk to proceed expedltxously ~ ~

: f Telecommunications, Data and Computer Cabling Installation Work fo be
Performed by City, City, or its consultants and contractors, shall, st City’s cost, perform surveys
and develop plans and specifications for the installation of telecomnmunications, data and
computet cabling for City’s occupaney of the Premises. Landlord.shall cause the Contractor to.
teasonably cooperate with City in the installation work and coordinate such work with the
Leasehold Improvement Wotk, Landlord shall be 1espon31ble for providing telecormmunications,
data and computer cabling up to the point where itis 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 Contractot to cooperate reasonably with City and its consultants, contractors and
. subcontractors during all surveying worlc and the installation of such telecommunications, datd
and cotpufer cabling, The foregoing obligation shall inctude, without limitation, an obligation
fo give City and its consultants, contractors and subcontractots access and entry to the Prcmises
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and sufficient opportunity and time during each work day without separate charge therefor, to
enable City to instal] such telecomrmunications, data and computet eabling; provided, however,
that City’s work shall not delay or iripede the construction of the Leasehold Improverments.
Such access shall include reasonable access to the elevator in the Building designated for freight
use (1) on a non-exclusive basis during normal business hours and (if) on 'an exclusive basis after
houts as teasonably heeded from time to time. Landlord understands that the conduit for the ,
telecommunications, data and computer cabling shall be included i the Constriction Dooumen‘cs
and installed by Contractot. Union install tequired for horizontal cabling.

4 g. . Asbestos Related Work. Tn the event that City, its consultants, confractors
or subcontractors encounter any asbestos containing materials (ACM) in the Building in
connection with the installation of City’s telecommunications, data and computer cabling,
Landlord agrees to be responsible for all legally required work or other work necessaty relating
to the proper containmerit, abatement, femoval ad disposal of such: ACM ang all costs thereof.
In no event shall any such costs be deducted from the Allowance or otherwise be City’s )
responsibility. Any delay in Substantial Completion due to the presence of unknown ACM 1 fin -
the Buﬂdmg shall be considered a Landlord Delay -

, h, Construc’aon Improvements that Disturb or Remove Extenor Paint,

- Landlord, on behalf of itself and its agents, employees, officers and contractors, shall cormply
with all requirements of the San Francisco Building Code Chapter 34 and all other applicable
local, state, and Federal laws, including bt not limited 1o 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 or interior lead-based or “presumed”

- lead-based paint (as defined below). Landlord, its agents, employees, officers and comiractors
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-baged paint. Landlord acknowledges that the
required notification to the Department of Building Inspection tegarding the disturbance or .
temoval of exterior lead-based paint pursuant to Chapter 34 of the San Francisco Building Code

~ does not constitute notification-to City as Tenant undet the Tease and similarly that notice under
the Lease does not constitdte notice under Chapter 34 of the San Francisco Building Code.
Futther, Landlord and its agents, employees, officers and contractots, when disturbing or
removing extetior or interior lead-based or presumed lead-based paint, shall not use or cause to
be used any of the following methods: (&) acetylene or propane burning and torching; (b).
soraping, sanding or gnndmg without confainment barriers or a High Efficiency Particulate Air
filter (“HEPA”) local vacuym exhaust tool; (c), hyd:coblastmg ot high-pressure wash without

* containment barriers; (d) abrasive blasting or sandblasting without: containment bartiers ot a
HEPA vacuum exhaust tool; and () heat guns operating above 1,100 degrees Fahrenheit,
Landlerd covenants and agrees to comply with the requitements of Title 17 of the California
Code of Regulations when taking measures that are designed to reduce or eliminate lead hazards,
- Under this Paragraph, paint on the exterior or inferior of buildings built before Janwary 1, 1979 is
presumed 1o be lead-based paint unless a Jead-based paint test, as defined by Chapter 34 of the
San Francisco Building Code, dsmonsttates an absence of lead-based paint on the nterior ot
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 &
surface so ag to abrade, loosen, penetrate, cut through or eliminate paint from that surface.
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4, Pavment for Work: Allowance,

a. Acoesmbﬂ1erments Iandlord shall completo the Base Building
, Improvements at Landlord’s sole cost and Sxpense (and no such costs shall be deducted from the’
Allowance).

b,  -Othber Leasehold Improvement Wor]c SUbJGCt to pat agraph 4.a above,
" City shall, subject fo the Allowance and the Additional Construction 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 Allowance 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 and install the Leasehold Improvement Work incurred by Landlord -
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 Construction
Administration Fes, City shall not be responsible for, and the Allowance shall exclude, atty
teview, supetvision, administration or management fees of any person or entity, any overhead or-
. other general expenses of Landlord or any other person ot entity, and any charges for packing or
use of hoists or'freight elevators. Landlord shall be solely: responsible for the Base Building
Fmprovements and no portion of the Allowance shall be applied to any such costs. City shall be
solely responsible for the costs of the telecommunications, data and computer cabling wotk-
described. above, except as provided hcrema'bovc

c.”  City’s Approval of Costs, The Leasehold Improvement Work shall
mclude costs based on a detailed construction budget prepared by Landlord or Contractor and
approved by City. Prior to the Start of Construction, Landlord shall provide City with an -

updated constroction budget for its approval which shall not be unreasonably withheld,
conditioned or delayed. If the Leasehold Improvernents cannot be completed in strict conformity
with the most recently approved construction budget, Landlord shall immediately submit to City
for its approval a revised construction budget and shall identify to City changes in line ftems and
theteasons for the changes. Iffirthet chahges ate tequired, Landlord shall seek City’s-approval,
following the same procedures No costs shall be included in the Allowance, and City shall not
be obligated to pay any costs in excess of the Allowance, unless and nntil it approves the
construction budget and any revisions thereto. In the event the Construction Budget exceeds the
ROM Budget, City shall have the right to approve or disdpprove any construction budget.or -
revisions in ifs reasonable judgment. No such approval or disapproval shall be unreasonably
withtield, delayed or conditioned. The most recently approved construction budget shall
supersede all previously approvéd budgets. All City approvals with regard to budgets and
npdated budge’ts are required within five (5) days after request from Landlorcl

d, Required Documentaﬂon of Costs. Landlord shall provide City thh
copies of (i) all invoices received by Landlord from the Contractor in connection with the
construction of the Leasehold Tinprovements, (i) satisfactory evidence of payment of such
. invdices, and (i) such additional supporting data substanﬁanng the Contractor’s right to .
payment ag City may rc:asonably reqmre such as oop1es of requisitions from subconttactors and -
material suppliers.
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6. Progress Payments. After the Allowance has been exhausted in full and
provided that the conditions set forfh in Paragraph 4.6 below with respect to documentation of
costs have beet met, City shall male monthly progtess payments for the cost of the Leasehold
TImprovement Work. Funds will be disbursed by City on or about the tenth (10th) 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 dwing fo Contractot;
provided, however, that such amount shall not exceed ninety percent (90%) of the line item cost
breakdown set forth in the apptoved construction budget for such items. Atleastten (10) 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 Contxactor because of a dispute or otherwise, Landlord shall promptly apply all
such payments from City to the payment of the invoice ot invoices to which the payment relates.’
The remaining ten percent (10%) withheld by City as provided for above withrespect to each
* disbursement request shall be paid by City promptly upon eyidence to City that the work that is
 the subject of such disbursement request has been completed.

£ Allowarice. 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 Tmprovements for such phase/suite of the Premises. Any portion of the Allowance not
used for aty phase/suite of the Premises may used for any other phase/suite of the Premises;
provided, however, that any pottion of the Allowance and/or Additional Construction Allowance
not disbursed within twelve (12) months after the date that City is required to begmpaymg Base
Rent for any such phase/suite of the Premises shall be deemed forfeited, '

5. Substantial Completion.

a. Construction. Schedute. Landlord shall use its reasonable efforts to
., cornplete the Leasehold Impro¥ement Wotk in accordance with the agreed upon Construction.
Schedule, as the same may be reasonably amended by Contractor from time to time. When
construction progiess 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 hereof. Landlord shall notify City when the Leaséhold Tmprovement Work isin’
fact Substantially Completed and the Premises are ready for occupancy by City, and City. or its
- representatives shall be permitted to accompany Landlord or its architett on an inspection of the
" Premises on such date or other mutually agreeable date soon thereafter,

b. Substan’clal Cbmnletion "The Leasshold Iraprovements shall be deemed to
be “Substantially Conapleted” for purposes hereof when (i) all necessary inspections required for
~oceupancy of the Premises have been oompleted and signed off'as approved by the appropriate

" governmental authotity(ies), (if) fire alarm sign office has been obtained from the San Francisco

~ Fire Department, and (iii) the Archifect reasonably determines and certifies in writing to City
that the Leasehold Improvements: have been Substantially Completed in accordance with the
Construction Documents to the extent necessary to enable City {o occupy the Premises and to
conduct its normal business operations therein without unteasonable impaitment or interference,
but subject to “punchlist” items, the completion of which will not unreasonably interfere with
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City’s notinal business operations therein, Notwithstanding the foregoing, inno event shall
Landlord be responsible for obtaining any governmental permits or approvals required for any |
specific activities that City intends to undertake at the Premises. Cily shall not disapprove the
Leagehold Improvements if there remain minor details that would not.interfere with City’s use.
Landloxd shall diligently putsus to completion all such details. Notwithstanding the foregoing,
City shall have the right to present to Landlord within thirty (30) days after acceptance of the
Premises, or as soon thereafter as practicable but in no event later than an additional thirty (30)
days, a written “punchlist” consisting of any items that have not been finished in accordance with
the Construction Documents and the terts of this Work Letter. Landlord shall promptly
complete all defective or incomplets items identified in such punchlist, and in any event as soon
as reasonable possible (with the goal being to complete such items within thirty (30) days after .
Landlord’s receipt of the punchlist). City’s failure to Include any item on such list shell not alter
Landlord’s responsibility hereunder to complete all Leasehold Improvement Work in accordance

 with the Construction Documents and the provisions heteof; nor constifute a waiver of any. latent
defeots. Teriant shall have o year after Substantial Completion of each pottion of the Premises
within which to notify Landlord of any such construction defect 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 Landlord’s teceipt of notice of such defect)

6.  Delays mConsﬁuc’aon

a. Unayvoidable Déla@ For purposes heteof, “Unavoidable Delays” shall -
mean a.ny delays by reason of acts of God, accidents, breakage, repairs, strikes, lackouts, other
Isbor 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 prompt written notice to the other of the occuttence of
such event and the projected delay in performance, and thereafter shall Iceep the othet party
regularly informed of the status of such Unavoidable Delay.

b. - TenantDelays. Subjectto any Unavmdable Delay, City shall be
responsible for any actual and reasonable delay in the construction ef the Leasehold
Implovements due to the extent any of the following (collectively, “Tenant Delays™): (1) & delay
in granting its reasonable approval of plans and specifications (beyond the period granted
. therefor of, if no period is provided, a reasonable period) and/or any delay in obtaining in permits

or other requited City approvals , (if) City Change Ordets to the Construction Docuyments,
provided such delay shall be limited to the number of days comsented to by City, (i) City’s
delay in granting its reasonable apptoval of any costs to be included in the Allowance (beyond
the petjod granted therefor) and/or any delay in payment by the City of any such amounts owed
by City, (iv) any delays caused by City’s failure to install #ts 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 dmission by Ciiy or
its agents or fnvitess (or persons employed by any of such persons). Such Tenant Delays in the
substantial completion of construction of the Leasehold Iimprovement Work shell extend the date
of the Estimated Cammencement Date for the Phase I Premises and for each Bstimated Phase II
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Commencement Date hereunder, as applicable. Notwﬁhstandmg the foregoing, Clty shall be
responsible and the date for Substantial Completion shall be extended only to the extent any
delays are actually and directly caused by Tenant Delays. |

7. (reneral Provisions.

, a, Notlces .Except as may be otherwise sp ecifically provided herein, any
notice gwen under this Work Letter shall be in writing and given by delivering the notice in
person, by commercial coutier or by sending it by fitst class mail, certified mail with a retum
receipt requested, or Express Mail, return Iece1pt requested, with postage prepaid, and addressed
to the parties as follows: '

- City: Real Bstate Division
25 Van Ness Avenve, Suite 400
San Francisco, CA 94102
Aitn: Director of Property

Landlord: At the address provxdcd for Landlord in the

. Lease.

- or such other address as a party may designate to the others as its new addrtess for such purpose
by notice given to the others in accordance with the provisions of this paragraph. Any notice
herennder shall be deemed fo have been given and received two (2) days afier the date when it is

-mailed if sent by first class, certified mail, one day after the date when it is mailed if sent by
overnight courier, or upon the date personal delivery is made. Nelther patty may g1ve ofﬁmal or.
binding notice by facsimile. |

b, Landlord’s Duty to Notify Cxty Landlord shaﬂ prompﬂy notlfy City in
’ wntmg 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
Teasehold Itaprovements fail in any respect to comply with applicable laws, rules and
regnlations; (il) any known matetial advetse change in the physical condition of the Property, -
~ including, without limitation, any damage suffered as a result of eatthquakes; and (ifi) any
Jenown default by the Contractor or any subcontractor or material supplier, or any known
matérial adverse change in the fmanclal condition or busmess operations of any of them.

c. Prevailing Wages for Construction Wor_lc. Landlord agrees that any
petson performing labor in the construetion of the Leasehold Improvements which Landlord is
obligated to provide under this Work Letter shall be paid not less than the highest prevailing rate
of wages and that Landlord shall include, in any confract for construction of the Leasehold
Improvements, arequirement that all persons performing labor tmder such contract shall be paid
not less than the highest prevailing rate of wages for the labor so petformed. Landlord further
agrees that, as to the construction of the Teasehold 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 Vzrgm Redwood Ban, Except as expressly

o ‘pemu‘cted by the apphcatlon of Sections 802(b) and 803(b) of the San Francisco Envitonment -

Code; neither Landlord nor any of its contractors shall provide any items to City in the

* construetion of the Leasehold Iinprovements or otherwise in the performance of this Lease which

are tropical hardwood, tropical hardwood wood products, virgin Iedwood, or virgin redwood
wood produots

The City and County of San Francisco urges comparies not to iraport,
purchas &, obtain or uge for any puzpose, any tropical hardwood; troplcal hardwood product,
virgin redwodd, or virgin redwood wood products )

: In the event Landlord fails to comply in good falth Wlth any ofthe
provisions of Chapter § of the San Francisco Environment Code, Landlord shall be Hiable to City
for any damages eXpressly mandated by Law. Landlord acknowledges and agrees that the

liquidated.damages assessed shall be payable to the City and County of San Fraticisco upon
* demand if there is breach of forgoing obligation by Landlord and may be set off against any
monies due to Landlord from any contract with the City and County of San Francisco.

6. Days. Unless otherwise provided herein, all periods SPecuﬁed bya
numbe1 of days shall refer to business days. Saturdays, Sundays and reco gmzed City hohdays
shall fot constitute busmess days, :

£ Approvals. Landlord understands and agrees that City is entering into this
Work Letter in its proprietary capacity and not as a regulatoty agency with ceitain police powers.
Notwithstahding anything to the confrary herein, no approval by City of the plans for the
Leasehold Fmprovements (including the Design Development Docnments or Construction
Documents), completion of the Leasehold Improvement Work nor any other approvals by City
“hereunder shall be deemed to constitute approval of any goyetnmental or regulatory authority
with jurisdiction over the Premises. All approvals or othet determinations of City as tenant
" hereunder may be made by City’s D'lreotor of Property unless otherwise Ipe ecified here'm

8. Time of the Essence. Time is of the essence with respect to all provisiofis of tbis
Wortk Letter in which a definite time for pcrfonnance is specified, including, without limaitation,
the date for Substantial Completlon :
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EXHIBIT F
SUBORDINATION, NON~DISTURBAN CE AND ATTORNMENT AGREEMENT

SUBORDINATION, NON-DISTURBANCT
AND ATTORNMENT AGREEMENT

THIS SUBORD]NA’IION NON—DISTURBANCE AND ATIORNMBNT

AGREBMENT (this “Agresment”) {s nade 4s of thig _ dayof .
20_. .., which dafe shall De fhe effective date of this Agreemcnt betwcen
i - (“Tenant’) and BANK

OF AMRICA, NA., § ostionsl bankmg asgaciation, & whony owned subsidiary of
BankAmerion Corporanon and, having its principal offices in'Charlotte, North Carolina (together
~ with its Buceessors &nd/ox asmgns, “Lsnder”}

Tenat Ig the losses under the loase described in Bxhibit A aftached hexeto (as the same
may from tige fo time be assipned, sublessed, rencwed, extended, amandnd, motified oy
. Bupplamented, sollectively the “Lease™),

Londer has prcmously made or i wbout to meke & lomm, o -
: g - oox s
suscessor and/or assigng with respect = the Izmdloxd’s Taierest undx:r thc Leasa (“Landlord”),
ovidénced by » promissary molé in the orginel piloeipal amoudt of approximately
¥ exeouted by Landlord and paysble to- Lerder and seopred by a fitst prioyity
. deed. of trust, morigage or desd to secure dsbt on cerfain yesl and pessonal property end
improvement (the “Premises”); retorded or fo be tecorded in the appropriate records of
: : Connty, (Fhe “Mortgage™.

. TLender has fequested Tenant 1o confirm the fact that tha Lease (g E\ﬂJjBGt and subordmabs
to the Mortgage.

, Tenaat is willing to confirm the subordination of the Lonse, pmvxded it obtains agsiwanch
frorn Lender that it possession of tho premises demdsed under the Leass (the *“Domiveil
Pxenplses™), which Demised Premises is alf or 2 portion of thie Promises, and it right to uso any
eommon. areas Will not be distutbed by reason of or i the event of the foreclosrs of the '
Mortgige,

Lender is willing to give such assutance.
NOW, THEREFORE, for snd in considera’uon of ﬁm mutvel agresmenis hereln contained

and other good and VaIuable congideration, the patties hereto do hereby muituafly covenant and
_ igres ng follows;
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Tenant herdby subordinates the Lease and all tetpns and conditions ¢ontained therein and
pll tights, options, Hens and cherges ereatod thereby to the Mbrigage and the lien thereof,
and 16 all present o fiture advapces nnder the dbligationy secured thereby and to all
xenewals, extenslons, smendmonts, modifications and/or suppléments of same, to the full
extent of all anmun,m seoured thereby from time 1o thme.

So long as no ovent of dofnlt on the part of Tenant under the Lease shall exist which -
would entitle Tandlord o terminate the Leass, or if such-an event of defbuli shall exist, go
long as Tenant’s time to cwe the default shall not have sxpired, the ferm of the Lease
shall not be fermingled or modifietl It any respect whatspever and Tenant's vight of
possession to the Demised Premises and its xights in and to any common #tess gud ils
other rights. atlsing aut of the Leass will all be fally xecognized and protecied by Tender ..
and shall not be disturbed, canceled, terminated or otherwise affected by reason of the
Mortgage or.any action or procesding instited by Londsr to foreclose the Moxtgage, or
any extension, renswal, consoliddfion ox roplaconient of snie, irrespective of whether
Tenant shall have hesn joined in any action or procesding.

Tn the event that Lender fakes possession of the Premises, offher as the resolt of
foreclosure of the Mottgage or aeeppting a deed to the Premizes in liew of foreclosure, or
otherwise, ot the Premises shall be purchased at such a foreclosyre by a third party, .
Tenant shall attorn to Lender or such third party and recognize Lender ox guich thivd party
a8 its landlord wnder the Lease, and Lender or such third party will recognize and accept
Tenant as its tensnt thersinder, wherenpon, the Lease shall contiaue i full force and
effect ax & direct leass botween Lender ox such third party and Tenant for the full term
thoreof, together with all éxbensions fmnd renswals thereof, and Lender or such third party
shall thersafter assume and pecform all of Landlprd’s obligations, as Landlord under the
Loase with the sams foxce and effect as if Lender or such thixd party were originally

" npmed therein as Landlord, provided, howevey, that Lender or such third phrty shall not

be;

(8) * lable for any act or omisgion of any prior landlord (including Landlord),
except o the extent Lender was fiurnished notice and opperhunity to cure
the same in accordauce with the provisions of this Agreement prlor to
taking possession of such Premxses, or, 4

(b subject to any offsety or defenses which Tenant might have against auy
priot Jandlord (inclnding Landlond), except to the extent Lender was
. fupoislied noties and opportunity to cure the same in acoordance with the
provxsmns of this Agroement prior £ fo ’cakmg possession of such Premises; -
or

(9  bound by any rent or adnhtlonal rent which Tenant might hava paid fax
" more then one (1) month in advance to any pror landlord (mcludmg
Lapdlord), or ;

(dy  ‘bound by any amendment ox modification of the Tease not conbented 10 in
S wutmg by Lender, A .
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Notwithstanding anything to the contrary in this Apreement or othc;wise, in the event
Lender or ¢ third parfy fakes possession of the Preraises as provided iy paragraph 3
above, the llablhty of Lender or wuch third party undex the Lesse shall be Hwmited to
Lender’s or such thixd party’s, as the tage may be, interest in the Premisag, and wpon any
assignnent or other transfor of Lender’s or such third-party’s thierést in the Premises,

. Lender or sich third parly, as epplicable, shall be discharged and relonsed from mny

obligation o Hebility under the Lease atisiog or accmmg gfter the date of mach
assignment or transfer,

“Tenant pgress ﬁot fo subordiiate the Tease to any other liem or pnou.mbrtince which

() affecty the Premiges wnder the Legse, ox any part tersof, or (i) is jumdor o the
Mortgage, withous the express written consént of Lender, and-any such swbordination ox
any such aﬁ:emoted yubordination or agresment o subordinate withont gnch consent of -
Lender, shall-be void end of no force and effect :

* Tenant agyees to provide coples bf all notices given Landlord tinder the Lease hieS Lender

atthe followmg addregs

Lender: Bank of AJnarlca, NA.
' Capifal Markets Servicing Group
900 West Trade Street, Suite 650
Mail Code: NC1-026-06-01
Charlotte, NC 28255
Tclcphonc (B66) 531-0057
Facsimﬂe (’704) 317-4501

or to such other address as Lander ghall des1gnate in writing; and g1l such notices shall be in
wiiting sd shall be considered ds propedy given if (i) mailed to the addressos by first class
United States matl, postage prepaid, registered or certified with retuyn receipt requestad, (i) by
delivering same jn person to the addresses, or. (i) by delivery to a third party commereial

" delivery sorvioe for sae iy or next day delivery fo the office of the addressee with proof of
delivery; any nofice so gwan shall be effective, as applicable, upon () the third (3xd) day
following the day such notice is deposited with the Unlted States mail, {b) de]Wery o the
addresses, or (c) wpon delivery to such thivd party delivery service; and any notice given in any
other manner shall be sffective only if and when received by the addressoe, ™~

6.

725343661,6

In the event Landlord shall Fail to perform or observe any of the forms, conditiois or
agreements in the Tease, Tenant shall give writien notice thereof to Lender and Lender

" shall have the fght (but not the bligation) to cure such defeult,” Tenant shall nog take

aay action with xespeot to such dofault under tho Lease (inclnding withous limitation any
action it order to terminate, rescind or avoid the Lease or to withhold any rent or other
mongtary obligations thercungder) for a period of thn*ty (30 days following receipt of
guch ‘written notice by Lender; provided, however, that in the case of any defanlt which
canngt with diligence be enred ‘withio such thirty (30) day panod if Lender shell proceed
prompily fo cire such defanlt and thercafter prosecnte the curing of such defauli with

BxhibiiF - 3
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diligeriee and- contmmty, then the time within which such default may be enred ghall be
exfended for sach petiod a3 may be necessaxy fo complete the cnting of sich default with
diligence and conthuuity, -

. Nothing contalned in this Agreement shall in any way. Impair ox affect the Hen created, by

the Mortgage, oxcept as speoifically sot forth herein,

~'This Agreement shall be binding upon and inwe to the beneﬁt of tha parties hareto and
fheir respective succespors and assigns, provided, however, thet i the gvent of fhe

pssignment or fransfer of the interest of Lender to a parfy that assumes Lender’s

obligations and liabilities hereunder, all obligations aud Habilitles of Lender under this
Agreement shall ferminate, and fhereupon 41l such obligations and ligbilities shall be the ™
responsiblllty of the petty fo whom Lender’s intexest is asmgned or {ransferred. '

In thé event of any ltigation or other lagal procebding arising between the pariies to this

‘Agrecmment, whethér relating o the enfortement of a pa:rty’s rghts tnder this Agresment

or otherwise, the prevmling perty shall be entitlod to recaive its reasonable attorney’s fees
and coBts of suit from the non»prevalhng patly in’ guch emonnt 8§ fthe colimt ghall
dstBrmme,

-INO FURTHER TEXT ON THIS PAGE]
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TENANT:
 WITNBSS/ATTEST:
WITNESS/ATTEST: _ By:
. " Nams,
Title!
WITNESS/ATTEST: - LENDER:
DBANK OF AVIERICA, N.A., s nationl
banklng association
WITNBSS/ATTEST:
By:
Name:
' Title: ‘
Exhibit F - 5
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4TATE OF

" COUNTY OF
: , & Notaxy Piiblio of the Couniy and Sfgte aforesaid,
cortify that .~ . . ¢ , persona]ly came befors me. this day wmd

acknowledged that” (ghe iy a : o of
: - : s the - of

' ‘ “that  executed  the
foregping instrument, and admowledged o o that the same “wes the ach of fhe sald
, and that (s)he executed the same ar the act of such
for the purposes and consideration therein exprossed rnd i in the oapaclty therein stated,

WITNESS tny hiand fnd officisl stémp or soal this___ - day of .,
20 . T '
Notapy fublic
My Comumnission Expites;
(Notary Seal)

' - BxhibitF -6
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STATE OF

COQUNTY OF
L L & Notaty Public of the County and State aforeseid, -
cemfy it _ _ , personelly cams befors, me this day and
ackuowlcdgcd that (s)ha v g __ of Bank of Amorios, N.A., & national

- banking associatlon, that toxponted the mz«“ﬂﬁg zx‘x}ﬁﬁ"&fﬁﬁuu and aokdowlsdged © me that e
“game was the act of the said association, and thet (s)he executed the same as the act of sudh
association for the purposes and cons,ldaraﬂon therein exmessed. zmd in the caps,cxty thersm

. stared. .

WITNESS my hand and officisl stemg or seel, this_____ day of 20

Notary Public
© My Commtission Expires:
(Notary Seal)
Bxhibit ¥ -7
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X HIBI
LEASE
That certain T T o, dated ag of

by and between : ~ 5 u4 -tonand, a.ud ,
; : . ' , A8 landlord, Iﬁla’dng to the Premises genaral}y

desoribad Py

R 28 - assxgned sub]eased, rencwed .
extended, amcnded, modlﬁed or supplemented o s to time

' ExhibitF - 8
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EXHIBIT G
MARKET RENT DETERMH\IATION
Wheén determlmng Market Rant the foHowmg rules and instrictions shall be fo llowed.

PART ONE, DEFINITION A:ND CALCULATION

L Relevant Factors. The “Market Ren‘c”, 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
- “Bquivalent Lease Rates,” of the “Comparable Transactions.” The Market Rent shall be equal to
the anmmal rent per tentable square foot as would be applicable on the commencement of the
Extension Term at which tenants ate, pursuant to transactions consummated within the twelve
(12) month period immediately preceding the first day of the Extension Term (provided that
timing adjustments shall be made to reflect atty petceived changes which will occut in the
Matket Rent following the date of any pattiouldr Comparable Transaction up to the date of the
commencement of the Extension Tetm) leasing non-sublease, non-encumbered, non-equity space
‘comparable in size, location and quality to the Premises, for a comparable tern, in an arm’s-
" length fransaction, which comparable space is located in the “Comparable Buildings”, as that
term is defined in Section 2 of this Patt One (transactions satisfying the foregoing cntena shall
"be known as the “Comparable Ttansactions”). The terms of the Comparable Transactions shall
be caloulated as an Equivalent Leage Rate pursuant to the terms of this Exhibit G and shall take
info consideration only the following terms and concessions: (1) the tental raté and escalations
for the Comparable Transactions, (if) the expenses paid directly by the tenant, (i) the amownt of
parking rent per parking permit paid in the Comparable Transactions, (iv)the standard of
measurerent 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 year.or expense stop; (vi) tenant imptovements ot
allowances provi ded or 1o be provided for such cormparable space, taking into acgount the value
of the existing 1mprovements if any, in the Premises and/or fmptovement 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 piven
any period of rental abatement, if any, granted to tenants in Comparable Transactiohs in
connection with the design, permitting and construction of tenant itiprovements in such
compatable spaces, The Market Rent shall include adjustments to the rental rate for the
Premises, to the extent deemed proper by the Landlord or, if apphoable the arbitrator
establishing Market Rent pursuant to Part Two below, based on the views ﬂom the Premises as
* compared to the views from the comparable space. : -

2. Comparable Buildings. For purposes of this Lease, the term “Comparable
Buildings” shall mean the Building and those certain other similarly sized and otherwise
compatable Class A, multi-tenant office buildings located in the area bounded by 23™ Strest to
the south, 1-280 to the east, and Bryant to the west and north (the “Market Area™).

Exhbibit G- 1
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3. . Methodology for Reviewing and Comparing the Comparable Transactions,
In order to analyze the Comparable Transactions based on the factors to be considered in
calculating Market Rent, and given that the .Comparable- Transactions may vaty in terms of
length or tetm, rental rate, concessiotts,. éte., equitable and reasonable steps shall be taken info
consideration to “adjust” the objective data from each of the 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,

PART TWO. ARBITRATION o o o

1. . I 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 defetmination of the Option Rent, within ten (10) business days
following the Outside Agreement Date, and such determinations shall be submitted to arbﬂ:ration
in acco:cdance ‘with Section 2 of this Part Two below, .

2. Landlord and City shall each appoint one arbitrator who shall by profession be a
MAT appraiset, real estate broket or real estate lawyer who ghall have been actlye over the ten
(10) year period ending on the date of such appointment-in the appraising and/or leasing of Class
A office properties in the Market Area, and who shall have prior experience in fair market rental
proceedings/arbitrations. The determination of the arbitrators shall be limited. solely to the issue
atea of whether Landlord’s or City’s submitted Option Rent is the closest to the actnal Option
Rent as determined by the arbitratots, taking into account the requitements of this Exkibit G.
Bach such arbitrator shall be appointed within fiffeen (15) days after the Outside Agreement
Date, Landlord and City may consult with their selected arbitrators prior to appointment and
- may select an arbitrator who is favorable to their respective positions (including an arbitrator
who has premously teptesented Landlord and/or City, as applicable). The arbitratots so seleoted
by Landlord and Clty shall be deemed “Advooate Arbitrators,”

2.1  The two Advocate Arbxtratom 50 appomted shall be speolﬁcally reqmred
pursuant to an engagement letter within ten (10) days of the date of the appointment of the last
appointed Advocate Arbitrator to agree upon and appoint a third arbitrator (“Neutral Arbitrator™)
who shall be qualified wnder the samé criteria set forth hereinabove for qualification of the two
Advocate Arbitrators except that (i) neithet the Landlord or City or either parties’ Advooate
Arbitrator may, directly or indirectly, consult with the Neutral Arbitrator prior or subsequent to
his or her appearance, and (if) the Neutral Arbiirator canhot be someone who has represented
Landlord and/or City during the five (5) year period prior to such appointment. The Neutral
Arbittator thall be retained via an engagement letter Jomﬂy prepared by Landlord’s counsel and
. City’s connsel. ’

22 Within ten (10 days following the appointment of the Neutral Atbitrator,
Landlord and City shall enter into an arbltraﬂon ag;ceement (the “Arbitration Ag;reement”) which
shall set forththe following:

Exhibit G~2
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2.2.1 Fach of Landlord’s and City’s best and final and binding
detérmination of the Optlon Rent exchanged by the parties pursuant to Seetion 1 1 above;

222 An agresment to be signed by the Neutral Arbittator, the form of
which agteement shall be attached as an exhibit to the Axbitration Agreement, whereby the
Neutra] Arbitrator shall agree to undertake the arbitration and render a decision in accordance
with the ferms of this Lease, as modified by the Arbitration Apgreement, and shall' requite the
Neutral Arbitrator to demonstrate to the reasonable satisfaction of the parties that the Neutral
Arbitrator has no confhcts of intetest with efther Landloz:d or City; '

22 3 Instructions to be followed by the Neutral Arbﬂ:rator _when
conduatmg such arbitration; .

924 That Landlord and City shall each have the right to ‘subrmit to the

. Neuﬁal Ar;brirator (with a copy to the other party), on or before the date that occurs fifteen (15)

business days following the appoiniment of the Neufral Arbitrator, an advocate siatement (and
aty othet information such party deems relevant) ptepared by or on behalf of Landlord or City,
as the case may be, in support of La:ndlord’s or City’s respecth determination of Option Rent
(The °Bnefs”), ' .

22,5 'That within ten (1 O) business days following the exchange of

Briefs, Landlord and City shall each have the right to provide the Neutral Arbitrator (with a copy

1o 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; ,

22.6 The date, time and location of the arbitration, which shall be
mutually and reasonably agreed upon by Landlord and City, taking into consideration the
schedules of the Neutral Arbitrator, the Advocate Arbitrators, Landlord and City, and each
party’s applicable consultants, which date shall in any event be within forty-five (45) days
following the appointment of the Neutral Atbitrator;

2.2.7 That po discovery shall take place in conmection with the
, arbltranon ofher than to verify the factnal information that is presented by Landlord or City;

, 228 That the Neutral Arbitrator shall not be allowed to undertake an
independent investigation or consider any factual information other than presented by Landlord
. or City, except that the Neutral Arbitrator shall be permitted to visit the PIO] eot and the buildings

confaining the Comparable Transactions;

2 2.9 The specific persons that shall be allowed to attend the atbitration;
2.2.10 City shall have the right to present oral arguments to the Neutral

Arbitrator at the acbittation for a penod of tlme not to exceed two (2) hours (“City’s _Initial
Statement’™); .

Exlibit G- 3
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2.2.11 Following City’s Initial Statement, Landlotd shall hava the right to
present oral arguiments to the Neutral Arbitrator at the arbifration for a petiod of time 1101: to
exceed two (2) hours (“Landlord’s Initial Staternent”); *

2212 Following Landlord’s Initial Sfatement City shall have up tb one
(1) additional hour to present additional arguments and/or to tebut the arguments of Landlord
(“City’s Rebuttal Statement”); ,

2.2.13 Following City’s Rebuttal Statement Landlord shall have up fo
one (1) additional hour to present additional arguments and/or to rebut the arguments of City
(“Lendlord’s Rebuttal Staterment”); ,

2214 That, not later than ten (10) days after the date of the arbittation,
the Neutral Arbitrator shall render a decision (the “Ruling”) mchoatmg ‘whether Landlord’s ot
City’s submitted Option Rent i closer to the Option Rent;

2.2.15 That following notification of the Ruling, Landlord’s or City’ 8
submitted Option Rent determination, whichever is selected by the Neutral Arbitrator as being
closer to the Optlon Rent shall become the then apphoable Optmn Rent; and 4

T 22,16 That the decision of the Neutral Arbﬁrator shau be bmdmg on
Landlord and City. ’

If a date by which an 'evént’described in this Secﬁon 2 above, 15‘ to occur falls on a
Weekend or a holiday, the date shall be deemed to be the next business day.

23 Tnthe event that the Option Rent shall not have been determmed pursuatt
to the terms hereof prior to the commencement of the Exteénsion Term, City shall be required to
pay the Option Rent, initially provided by Landlord to City, and upon the final determination of
the Option Rent, the payments made by City shall be reconciled with the actual amounts due, and
the appropnate party shall make any corresp ondmg payment to the other party.
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EXHIBIT &
STANDARDS FOR JANITORIAL SERVICE

COMMON AREA MINIMUM SCOPE OF WORK

The following Minimum Scope of Work is intended to define and des cnbe the quulrements for
Janitorial Services for the Building’s Common Areas o be provided by Landlord at Landlord’s
cost at 350 Rhode Island Street - North.
1. MAIN FLOOR LOBRY and PUBLIC CORRIDORS - General Specifications

. A Nrg_bﬂy Services (Monday — Friday), except City holidays

. Spot clean all glass including low pattitions and the cotridor side of all windows and
glass doots

2. Spot clean all brightwork including, guard’s desk, security menitors, swinging door
hardware, Iick plates, base partition tops, handrails, waste paper receptacles, planters,
elevator call button plates, hose cabinets and visible bardware on the corridor side of the

- tenant entry doors

3. Mop and/ or vacunm lobby floors,

4. Empty, clean and sanitize all waste paper baskets and refuse receptacles as requited. -

5. Vacuum all carpets

B. Weekly Service (Once per week)
1. Thoroughly clean all doot saddles of dirt and debris
2. Spot clean and dust the directory board glass signage, att, benches and ledges as,
reqmred .

C. Quarterly Services (Once per quarter)
1. Serub and buffto a high luster Building lobby flooring.

I PASSENGER ELEVATOR General Speolﬂdauons

A. Nightly Service (Monday — Friday), except City hohdays

1. 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 tholoughly "

. 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. Antual Services (Once pet year)
1. Wipse clean entire cab ceiling

TIL BUILDING EXTERIOR and GROUNDS SERVICES General Spemﬁcatwns
A. Daﬂy Services (Monday — Friday), except City hohdays

 ExhibitH -1
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1. Spot clean accumulations of dirt, paper and leaves in all corner areas where winds caise
debris to.collest
2. Spot clean all exterior glass doors at the building entrances

B Three TUDGS Per Week Services ‘ '
1. Lift nap on all entry walk-off mats with a heavy btistle brush and vacuum, as necessary
2. Sweep sidewalk, stairs and remove all guo as required or as directed

C. Monthly Service (Once per month)
1. Power wash sidewalk around petimeter of the building

D. Scm1—annua1 Services Wash all exterior windows mcludmg glass, ledges and window frames
-to be wiped clean and dry - -

E. Annual Service -~ : B
© 1. 'Wash interior side of exterior windows in the Premises

IV, COMMON AREA RESTROOM SERVICE — General Specifications

A, Daily Services (Monday — Friday), except City holidays

1. Re-stock all restrooms including paper towels, toilet tissne, seat covers and hand soap, as
required.

2. Re-stocl all sanitary napkin and tampon dispensers from the contractor’s supplies, ag
required. Monies collected from the coin dispensing machines are the sole responsibility
of the Contractor,

3. 'Wash and polish all mitrors, dlspensers faucets, flushometers, and brightworl with 2
non-scratch disinfectant cleaner,

4, “Wash and sanitize all toilets, toilet seats, urinals, and sinks with a non-scratch d1smfectant :

cleaner. Wipe all sinks dry.

Remove stains and scrub toilets, urinals, and sinks as required,

6. Mop all restroom floors with disinfectant, germicidal cleaners. Sctub all baseboards,
inside corners and hard to reach areas.

Brapty and sanitize all sanitaty napkin and tamp on Waste :receptacles

.. Remove all restroom trash.

Spot clean fingerprints, matks, and graffiti from walls, artltxons do ors; glass, aluminum
and light switches as required.

o .

© %0

B. Semimonthly Services (Twice pet month)

1. Dustall low and high teach areas, including butnot limited to, structural ledges, mirror
tops, partition tops and edges, air oonchttonmg diffusers and refurn air grilles, :

2. Wipe and clean all walls, metal partitions, and privacy screens. Partitions should be left -
clean and not streaked after this work is performed. '

C. Monﬂﬂy Services (Onee per month)
1. Clean all ventilation grilles
- D. Quarterly Services (Once per quarter) '

Exhibit H - 2
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L. Thomughly clean and strip permanent SGalei‘ and reseal all ceramic/CT tile floors using
approved sealers
2. Dhust all dootjambs

E. Consumable Supplies
1. Landlord shall supply all corisumable sapplies required mcludmg papet towels, toilet
tissue, hand soap, sanitaty disposal bags, plastic trash bags, compostable trash bags, tollet
seat Covers, oleanmg produots and/or supplies, battenes etc

V. DAY PORTER SERVICES Daily Services (Monday — Friday)
A qualified day porter. Work howrs to be: from 7:00 am to 3:00 pm and Monday through Friday
(with a Tunch break), except City holidays. Day Porter shall work under the supervision of the =
Building Manager for 350 Rhode Tsland Stteet - North and may be asked to petform 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 daﬂy dutles of
the Day Porter shall be, but not be limited to, the following:
A. Bntrance Lobby and Exterior Perimeter Area
* The lobby and exterior sidewalk and perimeter areas ave to be kept clean and neat at all fimes..
Day Porter is expected to perform the following mintmum cleaning cperations, as required.

1. Clean or spot clean floors and carpet runners as necessary

2. Clean or spot clean all metal, stone or othet hard surfases mcludmg the secunty guard

- station daily as necessary

3. Wipe and clean glass doors twice daily a:ud as necessary

4. Empty garbage receptacles ag necessary

5. Remove graffiti from the exterior of the building and all sttcet flm:u‘m:ce including

planters .as necessary or as requested.
6. Remove gur and foreign matter from the sidewalks and tree containers srrounding he
building each day and as requited or directed by the Building Manager
7: Hose down sjdewalk around the perimeter of the building, as necessary

B. Elevators =~ . ' ‘
1. Keep freight elevator broom clean daily and as needed’

~ C. Restrooms . : :

Check and confirm night ctew eleaned and re-gtocked each bathroor

Spot clean all bathrooms each day. Restock restroom supplies as required.
Fill soap, paper towel, seat cover and toilet issue dispensers as required.

Report all mechanical and plurabing problems and other deficiencies to the Building
Manager (e.g., leaky faucets, malfunctioning urinals or toilets, ete.).
. 5. Spot clean all mirrors, powdet shelves and lavatory tops, Mirrors should be wiped clean
to remove all spots and streaks.
6. Empty paper towel waste receptacles daily and as needed or requested. _

P

D, Pubnc Azeas .

1. Staxrweﬂs —Police and keep in clean condition, Sweep, dust, hand wipe as necessary and
as requested.
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Pubhc Comdors ‘Vacuum and Keep in clean condition as necessary and as requested
Assistin cha.ngmg interior lamps and light tulbs thronghout the building as required
Spot clean lobby siglage and building directoties and all other appropriate glass
enclosures. »
I the 9th floot pubhc areas, empty trash cdns daily, police area and planters for debrls
and maintain in clean condition. Vacuuem as needed,

E. Bmlchng Service Areas

1.
C 2,
3.

-~ 4,

Lay down and remove lobby runners during incletnent Weather, as necessary and as
requested.

Assist in replacing lamps and light biilbs throughout the Building as required; olean
diffusers and grilles when relamping.

Assist in reoyeling larnps and light bulbs, ballasts, chemicals, electronics by putting ﬂlem
in designated areas for recycling these products in the Building. -

Keep recycling area and bins clean and area swept

PREMISES SCOPE OF WORK

The following Scope of Work is intended to deseribe and outline the initial reé;uirements for .
Janitorial Services for the interior Premises to be provided by Landlord at Landlord’s cost (as

part of Operating Costs),
. I. SERVICES FOR THE PREMISES (Monday Fnday after 7:00 pm)
A. Nightly Semce
"~ 1. Secure all lights as soon as POSSlbIC each night.
2.+ Vacuum high traffic ateas and as needed, Move electric cords to prevent damage to the
cormer bead,
3. Spot cléan stains on carpet .
4. Dustall desktops and office furniture with dust cloths. Papers dnd folders on the desktop .
" are not to be moved :
5. Wipe and clean all tables, oounters, and desktops. ‘
6. BEmpty all waste paper baskets and other trash containets and remove all trash from floors
~ to the desighated frash areas. Remove recyclable matenal and compost to Building’s
centralized recycle bins,
7. Return chairs and wastebaskets'to proper posmons
8, Glass:

a. Clean both sides of entrance glass door.
b, Spotclean intetior glass windows, as ncoessary

- B. chkly Services (onoe 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 fingerptints, dirt smudges, from all doors, frames, glass partmons ‘windows, hght

3,

switches, walls, elevator dootjambs and elevator interiors
“Police all interior public planters, if any.
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Wipo clean smudged brightwork:

Monthly, Services (once per month)

© Dust all h:xgh teach atreas including, but not hmlted to, tops of doors, frames, funn’mre

ledges, dir conditiohing diffusers and returt gnlles tops of partfuons picture frames, eto.
Dust and or vacunm all window covenngs

. Dust all low reach areas including, but not limited to, chair rungs, structural and furniture

ledges, baseboards, window sills, door louvers, Wood panelmg molding, ete.
Clean g1l door thresholds & jambs.
Wipe all exposed vinyl bases.

D. Quarteﬂy Servme (once per quarter)

Thotoughly setub all resilient or composltlon ﬂoonng
Vacuum upholstered furniture and wipe down vinyl chair pads. -

' ) Annual Services (onceper year)

. Recondition afl resilient or composition ﬂoormg to prov1de alevel of appearance

equivalent to a completely refinished floor,
Move all plastic catpet proteoctors and thoroughly vacuum under and around all deslcs and
office furniture,

I1. GENERAL REQUIREMENTS

A. Quality Standards

1.

725343661.6

Landlord’s janitorial service oontractor( ‘contractor”) must have a minimum of five )
years of relevant expetience. :

Any work completed by the Landlord’s contractor that does not meet the first class office

' building ‘quality standards as determined by the Cxty department, shall be re- done by the

oontrax:tor atno cost to the City.

The Building Manager will keep a janitorial log in which deﬁoiencies n pefformance and

special problers or instructions will be noted.

Caontractor acée‘pt's all responsibility for determining that all necessary safeguards for the
protection of Contractor’s employees will be furnished to employees ¢.g., gloves, masks,
aprons, support belts, All work performed must conform to CAL-OSHA standards.

. Contractor must comply with all laws and government regulations.

Contractor must be fully insured and bonded 1o standards typxcal of first class office
bmldmgs in San Francisco:

Contractor shall not unplug any of Clty 8 eqmpment Contractor shall not move any
papets or folders on City wotl surfaces.

CExhibitH -5
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8. Conttactor shall take all actjons to prevent and shall be respongible for any damage to the
Premises (including but not limited to dragging extension cords around corners and
Splﬂmg cleaning products on the caipeting, broken glass, etc,).

B. . Employees :
1. All contractor employess (ihcluding coordinators and supemsors) must weat upiforms. -
" All petsonnel must have a visible company hame, logo, badge, etc., on theit uniforms. . -

2. All employess must be fully trained in the custodial service trade.

3. The City majr request contractor remove aty janitor fror the Premises for mapprbpnate o
behavior ot alleged inappropriate behaviot at any time it desires and for any reason
whatsogve, and the contractorshall provide an m)medlate replacement

C, Maintenanoe Reporting : :
1, Thé contractor’s employees shall report maintenance requirements (such as broken gl ass,
missing or burnt out light bulbs moperatwe fixtures, ote. ) to-the Building Manager

D. Matetials and Equipment
1. Landlord, at no cost to the Clty, shall provxde adequate space m the biilding to the
contractor for the storage of supphes and equipment. .

" 2. The contractor shall furnish all labor, cleaning materials (paper and cloth towels, cleamng
' chemicals, floot wax, wax stripper, protective gloves, and other expendable supplies),
equipment (including, but not limited to, ladders, vacyum cleanets, extractors, floor
machines, mops, hoses, and buckets) and ocoupant supplies (including hand soap, paper
- hand towels, toilet tissue, papér-seat covers and deodotants for tenant use only) requited
to perform the janitorial service as specified. Upon request the contractor shall subimit to
City for its teasonable approval a complete list of products to be used, together with
Material Safety Data Sheets (MSDS) for each cleaning chernical, Conttactor shall use -
“environmentally friendly products, including unscented products, Green Seal certitied
products, or EcoLogo certified products. ‘

3. City shall supply trash, reoycling, and oomposhng contalners within the Premises.
Contractor shall supply linets.

E. Recycling :

1. The City’s Recycling Pro gram inclydes recycling materials and oomposhng Confractot
will be responsible for the safe and sanitary removal of such recyclables and compost and
appropriately depositing such matenals in a Landlord provxded cenifral collection point in
the building. .

ITI, SPECIAL SERVICES — GENERAL

City-shall have the right, at City’s sole cost, to request addfuonal or other cleanmg 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 T.andlord before such services are -
performed. Landlord shall supply to Cﬂy a written quote for such City reques‘fed work and
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Tandlord shall i)romﬁtly ﬁ,etform such work upon reveipt of City’s authorized acogptance of the
cost. : . S . .
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- EXHIBIT J
DISCLOSURE STATEM])NT REGARDWG ASBESTOS CONTAINING MATERTAYXS

" Califoimia law requires that employees working in a building known to have asbestog
containing construction materials (ACCM) be provided written notice of the presence of these
materials. Asbestos confaining construction materials contain agbestos, & 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, By the late 1970s, the use of
asbestos in. many comumon building materials ‘were banned by the United States Envitonmental
Protection Agency because of research linking industrial asbestos exposutes (e.g. mining,
milling, shipbnilding) to various tespiratory diseases and cancer. This building has been

- surveyed for the presence of asbestos. A summary of known asbestos contammg construction
matetials in the above-teferenced bmldmg ate available for review. - An asbestos survey
sumnmary, full smvey reports, monitoring. data, eto., are available for review along with an
Operations & Maintenance Plan that provides guldance on the maintenance and management of
the asbestos in the building. Coples of these documents can be obtained from Hudson Pacific
Properties. As tequired by California law and the Operations and Meintenance Plan, in addition
to notifying 'employees, the asbestos notice should also be provided to sub-tepants and
contractors working in the building, “The procedures for this notification are outlined in the
Operations ahd Maintenance Plan. The mere presence of asbestos contalning construction

" materials does not present a health hazard. Hazards may exist when asbestos materals are

damaged and fibers are released into the air. Inhalation of asbestos fibers may potentially result
in health risks such as hung diseases, cancer and other serious illnesses. The condition of the
asbestos containfng construction matetials in this building is monitered. Howevet, to prevent -
damage to the agbestos containing construction materials, moving, drilling, boring, or otherwise

. disturbing those materials should not be attempted by an employee who is not qualified and

approved to handle asbestos-containing construction material.

. Bxhibi T =1~
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EXHIBIT K
FORM OF MEMORANDUM OF LEASE

RECORDING REQUESTED BY,
AND WHEN RECORDED MATL, TO:
No Documentary Trausfer Tax due;
_ . term of lease legs than SS.years.
‘MEMORANDUM OF LEASE

THIS MEMORANDUM OF LEASE (“l\l[emorandum”) is dated as
201_, by and betwoen CITY AND- COUNTY OF SAN FRANCISCO 2 mumaipal corporatlon
(“Tenant”) and

RECITALS

A, Landlord owns the meroved real property (thc “ ropergg”) located in the City
and Coutity of San. Francisco, State of California, commonly known as 350 Rhode Island Street
North (the “Building”) and more particularly described on Exhibit “A” attached hereto.

" B. Concurrently with the execution of this Memotandum, Landlord and Tenant are
entering into that certain unrecorded Lease dated as of : , 2017 (the “Lease™),
pmsuant to which Landlord agrees to léase to Tenant, atid Tenant agrees tg lease from Landlord,
aportion of the Buﬂdmg, ag desonbed in the L ease (the “Premises™).

C. Landlord and Tenant desire to record this Metnotanduin to provide notice te all
third patties of cettain rights of Tenant tnder the Lease, and cettain restrictions on Landlord
under the Lease, ‘ ’

NOW, THEREFORE, in consideration of the Premises and for other ”valuable
consideration, the receipt and sufficlency of which & are hereby acknowledged, Landlord and
Tenant agree as follows

1. Lease, Terms. The lease of the Premises to Tenant is on all of the terms and
conditions set forth in the Lease, which 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 expiting

on the date immediately preceding the fifteenth.(15%) anniversary of the Commencement Date.

Putsnant to Section 3.4 of the Lease, Tenant hag one (1) option to renew the term of the Lease”
+ for five (5) years, subject to tbc tetms and conditions set fotth such Section 3.4.

3. Inco:moratlon of Leagse. This Memoraﬂdum is prepared and recorded for the
purpose of providing the public with constructive notice of the Leage. 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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/

-mcons1stenoy between the terms and condifions of thig Memorandum dnd the terms and
. conditions of the Lease the terms and condmons of the Lease shall control

4, Cmmteggatts + This Memorandum may be executed in. any number of

‘ éounterparts each of which. shall constltuta an otriginal and all of ‘which shall constitute but one
. and the same docurnent,

- [Signatures on Following Page]

- ’ T Exhiblt K -2
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IN WITNESS WHEREOF, the pa:ctxes have executed this Memorandum ag of the date
first set forth above.

TENANT:
CITY AND COUNTY OF SAN FRAN CISCO

A mumc1pa1 comoramon

By:
JOEN UPDIKE"
Directar of Property -

APPROVED AS TO FORM:

DENNIS.J. HERRERA, City Attomey

By:

Charles Sullivan
Deputy City Attomey

LANDLORD:
- By
Name:
s -

: _ Bxhibit K- 3
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EXHIBIT L
C]?I‘Y INSURANCE REQUIREMENTS

1 City’s self~1nsurance program shall not violate any laws, statutes, ordinances ot goVemmcn’cal
regulations ot requitements currently in force or at any fiture date. ’

2. All references to insurance proceeds in this Lease shall be deemed to include amy and all
proceeds of selfinsurance, including that which is considered a deductible or self insured
“retention, which shall be payable to the same extent, in the same atiounts ahd to the party

. entitled 1o the sarne, as if actual policies of insutance set forth in this Lease had been obtained.

3. Such self-insurance shall be. treated as if Tenant aomally proouxed and mamtamed all of the
following requited pohcms and coverages:

8. Commuetcial General u1abﬂ1ty Insutance with respect.fo the rremlbes wiilt linlts of
1igbility 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
oontracts and personal 1 111]1Ity coverage; .

b. Causes of loss — special form “All Risk” Property Insurance for City’s Personal Property,
the Leasehold Improvements and Alterations, including a vandalism'and malicious
mischief endorsement, sprinkler leakage coverage and earthquale sprinkler leakage, in an
amount equal to the full replacement value new without deduction for depreciation;

- . Worker’s Compensation coverags as requited by applicable law; and

d. Busmess interruption, loss of income and extra expense insurance covering any faﬂure or
interruption of Tenant’s business squipment (including, without limitation, data and
telecommunications equipment) and covering all other perils, failutes or interruptions .
sufﬁclent 1o cover a period of mtexmphon of not less than twelve (12) months.

4, The waiver of subrogation set forth in Sechon 175 shall apply to all self insurance and all
~ commercially pro cured nsurance,

. ExhibitT.- 1
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- EXHIBIT N
FORM ESTOPPEL CERTIFICATE
0 ‘

RE: ALeaSe Dated:.

Landlord:
(“Landlord™)
Tenant: City and County of San F.rancis‘oov, a mumicipal
' corporation (“Tepant™ -
Premises: App:cdximately ' squaxa fest 1ocated at
PN . . (“PI‘B]IHSGS”)
. Ladies and Genflemen:
The ‘undermgnsd hexaby certifies  to B , a
- , and its successors and assigns (“Buyer”) as of the date hereof Bs
follows:
1 The wndersigned is the “Tenant” under the abova»referenct:d lease (Iease”)

covering the above-referenced Premises (“Premises”).

2. The Lease, attached hereto as Exhibit A, constitutes the entire agreement between

Landlord and Tenant With respect to the. Premises and the Lease has not been mod:ﬁed, changed," .

altered ot amended in any respect except as follows (1f 101, 50 s’cate)

3, The term of the Lease commenced on ., 20, and,
including any presently exetcised optmn or renewal termn, will expire on 20 .
Tenant has accepted complete possession of the [Phase I and Phase IT] 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 intetest. All improvements to be constructed on the

Premises 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 I
Premises not yet completed] All duties of an inducement nature required of the Landlord in the

_ Lease have been fulfilled, To Tenant’s knowledge, all of the Landlord’s obligations which have -

acorued prior to the date hereof have been performed.

4. To Tenant’s knowledge, there exists no breach ot default, nor state of facts nor
condition which, with notjce, the passage of time, or both, would result in a breach or default on
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the part of either Tenant or Landlord. To the best of Tenant’s knowledge, no clalm, conttoversy,
dispute, quarrel or disagreement exists bctWeen Tenant and Landlord.”

3. Tenant is cuxrenﬂy obhgated to pay annual base rcntal n monthly 1nsta11ments of
$ per month and monthly installments of annual rental have been paid through
, 20__. In addition, Tenant is currently obligated to pay a proportionate share of %
of Operahng Cos’cs and Real Hstate Taxes. Tenant presently pays Operating Costs and | Real
Estate Taxes equal to § per month, Reconcilement for the Tenant’s propomonate
shate 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
. deviations between the estimated payments and the actval expense therefor as indicated on
Landlord’s annual statement. The foregoing certification shall in no way waive or limit Tenant’s -
andit tights under the Lease. No other rent has been paid in advance and o Tenant’s knowledge
Tenant has no claim or defense against Landlord under the Lease and is asserting no-offsets or
credits against either the rent or Landlord. Tenant has no claim against Landlord for any
security, rental, cleaning or other deposits, except for a seounty dBpOnl't in the amount af
3 which was paid pursuant to the Lease. -

. 6. The Lease is it full force and effect in accordance Wlth 1ts terms and isa bmd;mg
obligation, of the undersigned. : ‘

7. Tenant has no option or preferential right to purchase all or any patt 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 o extend the terms of the Lease or expand the Premises excopt extension optxon set
forth in Secﬁon 3.4 of the Lease. . :

. 8. Tenant has made no agreement with Landlord or any agenf, representative or

employee of Landlord concemmg free remt, partial rent, rebate of rental payments or any other
type of rental or other economic indvcement ot concession except as expressly set forth in the
Lease.

9. Thete has not been filed by or against Tenant a petition in bankruptey, voluntary
or otherwise, any assignment for the benefit of creditors, any petition seeking reorganization or .
arrangement under the bankruptoy laws of the United States, or any state thereof, or any other .
action brought under said banlruptoy laws with respect to Tenant

10.  The ymdersigned (i) is not presently engaged in mor does it presently permit, (if)
has not at any time in the past engaged in nor permitted, and (iif) has no knowledge that any third
person or entity engaged in or permitted any operations or activities upon, ot any use or
aceupancy of the Premises, or any pottion thereof, Tor the purpose of or in any way inyolving

“the handling, menufacturing, treatment, storage, use, transportation, spillage, leakage, dumping,
discharge or disposal (whether legal or illegal, accidental or intentional) of any radioactive, toxic
or hazardous substances, matetials ot Wastes, or any wastes regulated under any local, state or
federal law, except as follows:

(If none, so state).

" 725343661.6
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13, The undersigned aclmowledges‘th‘at:

‘() . Buyer or Buyer’s assignes is purchasing Landlord’s interest in the
property which includes the Premises and, in cormection with that purchase, Wﬂl be receiving an
assignment of Landlord’s interest under the Lease;

) Landlord Buyer and Buyer’s successors, agents ‘and assigns (including,
but not limited to subsequent putchasers, lender(s) and title insurers) will be relying uporreach of
. the statements contained heteir in connection with Buyer’s putchase of the property of which the
‘Premises are a part; and . .

v (¢y  The undersxgned wﬂl attorn to and recognize Buyer as the Tandlord under

.'the Lease and will pay all rerits and other amounts due thereunder to Buyet upon propes notice to
the undersigned that Buyer has become the owner of Landlord’s interest in the Prornises under

the Lease. , . - '

14, Asused herem Tenant’s “kﬂowledge” means ’rhe actual knowledge as of the date
hereof of [insert name of mdwldual] of'the [insert department namel.

EXECUTED this . dayof - , 20

TENANT: - o

' By:
Name:
Title:

Ehibit N -3
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EXHIBITO
GREEN CLEANING PROCEDURES AND PRODUCTS

A. Janitorial services shall follow accepted green cleaning procedures to the extent
comtnercially reasonable, including the continued implementation of the cleaning -
program established fot the building that utilizes the efficient use of Green. Seal Certified
cleaning products to teduce exposutes in Patt A — Green Cleaning Procedures.

B.. Al major categories of cleaning products are environmentally preferable products
certified by an eco-label or designated by a national prograt, as specified in Part B'—
Green Cleaning Pro duicts. 4

c. Al tenant consuymable supphes such as Jamtonal papets and bags shall be.
‘ envirohrmentally preferable jproduots, and meet the spec:ﬁc ations contamed in PartB —
Green Cleaning Products .

D. All pest management activities consist of the use of an mtegrated pest management
" approdch and restrict the use of pesticide products to those found on the San Francisco.
" Reduced Risk Pesticide List. :

. E. ‘Pest Management

Landlord, and any pes’c management contractors operating on the leased propetty,- shall
comply with all requiréments of San Francisco’s Integrated Pest Management arm
Ordinance (Chapter 3, San Francisco Envitonment Code). :

These reqmrements include, but are not limited fo:

1. Using pesﬁcldes as a last resott & only using pestloldcs on the: cutrent SF
Reduced Risk Pesticide List,

2... Posting notifications of all pesticide applications three days before
: ‘treatment, and leaving these postings for at least four days after teatment

3. Report all pesticides used by staff or contractors.
PART A — GREEN CLEANING PROCEDURES
1. Planning: The bmldmg has a specific green cleaning plan in place,
2. Efficient use of matetials and chezmcals

a. Require proper useof blend centers and dlspcnsmg systems (if available) for
cleaning products, Automated systems reduce chetnical use, save money, and
increase safety for workers and building ocoupants.

b. Do not use disinfectants in non-critical areas, such as office floors, wallg,
. windows. Specify disinfectants only for surfaces that are touched frequently
(doorknobs), or according to health rcgulauons for child-care facilities and food
‘preparation aress.

¢. Use high-risk products with extra care, and only for deep cleaning (i.e., acid toilet
- bowl oleaners, disinfectants, floor strippers, tile cleaner, metal cleansr)

~ 'Bxhibit O - 1 s
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d. Do not specifically require floor stripping on a calendar-based schedule. Instead,
require inspection at regular intervals 4nd maintenance of floor appearance toa
particular standatd, for example, “maintain a level of appearance equivalent to a

" completely refinished floor,” Only strip ﬂoors when the finish is worn, generally
once a year or less. : .

e. Specify that floor stripping must Be done on weekends or durmg other pcnods
- when few building occupants are present. .

f Use ﬁagrance—ﬁee products to the maximum extent possxble
3.- Pestmanagement ) C _
a. Clean drains frequently and rinse with water‘nightly to stop flies from breeding.
" b. Clean & dry garbage cans as needed to avoid fly problems. |
. e. Reportall peét problems to supervisor immediately.
PART B ~ GREEN CLEANING PRODUCTS -

A, Purpose and Mandates Environmentally preferable or “green’ jaﬁitorial seririces are
provided, in orderto:
1. Minimize the total envitonmental impact of cleaning activities, mcludmg ﬂ:xe impact of
prodict manufacturing and disposal processes;
- 2. Maximize health benefits for building ocoupants, building users, and custo d1al Wo:rkers
3. Comply with the following mandates:

a Precautionary Purchasing Ordinance (SF Buvironment Code, Chapter 2) and Exccutwe
Directive 08-02 regarding the purchase of environmentally preferable products and services.
b, Resource Conservation Ordinance (SF Environment Code, Chapter 7)
- ¢ Mandatory Recyclmg and Composting Otdinance, (SF Environment Code, Chapter 19)
4. Achieve the maximym munber of credits feasible under the US Green Building Council’s

Leadership in Energy and Environinental Design for Existing Bmldmgs — Operations &
Maintenance certification (LEED EB-O&M - 2009)

B. Teénant-consumable Supplies (]amtomal papers, cleaters, bags) o
1. . ZLandlord shall supply 2ll tenant consumable supplies including paper towels, toilet tissue,
hand soap, sanitary chsposal bags, compostable plastlc bags, plastic trash bags, and toilet seat
COVers,
2. Tanitorial papers '
" a, Paper towels must contain 40+% post consumer waste (PCW) recycled content; 1011 cores

must contain 100% recyoled fiber (unless specified otherwise by proprietary towel dispensets).
b. Mechanically operated, untversal roll dispensers are preferred over'multi—fold

~ propijetary roll or battery operated roll dispensers

c. Toilet tissue must contain 20+% PCW recycled confent, Roll cotes must contain 100%
recycled fibers.

d. Toilet Seat Covers must contain 204% PCW recyoled content.

3. Bags

a. Compostable plastic bags ate for lining composting oontamers nl These bags must
never be used to line 1e<:ychng or waste (trash, landfill) containers.

, Bxhibit O <2
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i, ©  Products must be cettified compostable by the Biodegradable Products Institute (BPI),
Din Certco AIB Vingotte Inter (Belgiumn), Japan Bioplastics Assocm’uon or Anstralian
Bnvirorumental Labeling Association,

il. ©  Bags must fit each of the composting containers properly. Bags must remain o the rim
- when items are discarded and not hang above the bottom of the container

b. Plastic refise bags must meet the following requirements: :

i The products and/or wholesalets ate to be on the most recent CalRecyale cornpliance list

for bags ‘with recyeled content, . '

i, -All plastic bags are clear in color

c. . Sanitary disposal bags must be made of waxed paper.

- 4, Hand soap must be'either cettified under Gteen Seal (G3-41) or EBrivironmental
Choice/EcoLogo (CCD-104), No antimicrobial hand soaps may be supplied.

C. Cleaning products

1. General putpose, glass, bathroom tub and tile cleaners, and cleanet/degreasers must be -
cemﬁed under Green Seal GS-37,

2 Carpet and upholstery cleaners must be certified under:

a ‘Bnyironmental Choice/Edologo CCD-148 ~OR—

b. Green Seal GS-37 (2008 version or later)
. 3. Hard floor care systems must be certified under:

a. . Enyironmental Choice/Ecologo CCD-147 (Hard Floor Care Produots) OR. -~

b. . Green Seal 40 ([ndustmal and Institutional Floot Care Products)

4, Enzymes are used for Drain cleaning, odor control produots, ot
digestion additives for cleaning and odot control must be cemﬁed
under Exvironmental Choice:

CCD-112 for digestion additives for cleaning and odor control
CCD-113 for diain or groase trap additives

e, CCD-115 for odor control additives

5. Disinfectants must be hydrogen-peroxide based When possible,”

o'
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] REAL ESTATE DIVISION
London N. Breed, Mayor ' B - - o Andrico Q. Penick

Naomi M. Kelly, City Administrator : . Director of Real Estate

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 Membersf

~ Attached for your consxderatlon is a Resolution approving and authonzmg 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 protectlons
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

Offlce of the Duector of Real Estate ¢ 25 Van I\!ess Avenue Suite 400 « San Francrsco CA 94102
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estate expense pass~through protections related to property tax i mcreases 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 1mmedlately
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 $4,000,000 this fiscal
year.

The owner and City staff have negoﬁated 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. updlke@sfgov org. '

Respectfully, '

Iz

Andrico Q. Penick
Director of Property
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San Francisco Ethics Commission

Phone: 415.252.3100 . Fax: 415.252.3112 _
ethics.commission@sfeov.org . www.sfethics.org

25 Van Ness Avenue, Suite 220, San Francisco, CA 94102

R‘eceived On:

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

officers/contract-approval-city-officers

Each City elective officer who approves a contract that has a total anticipated or actual value of $100,000 or
more must file this form with the Ethics @mmission within five business days of approval by: (a) the City elective
officer, (b) any board on which the City elective officer serves, or (c) the board of any state agency on which an |
appointee of the City elective officer serves. For more information, see: https: //sfethics.org/compliance/city-

TYPE OF F]LING

l

original

_DATE OF ORlGlNAL FILING (for amendment anly)

AMENDMENT DESCRIPTION — Explain reason for amendment ‘ E

OFFICE OR BOARD

Board of Supervisors. Members

NAME OF CITY ELECTIVE OFFICER

NAME OF FILER’S CONTACT

AngeT a calvillo

TELEPHONE NUMBER

415-554-5184

FULL DEPARTMENT NAME

office of the Clerk of the Board

‘EMAIL

Board.of.supervisors@sfgov.org

NAME OF DEPARTIVIENTAL CONTACT

‘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_1161



DocuSign Envelope ID: 41196E66—5908-4E95-BZBA—20474BEDDSFZB

TELEPHONE NUMBER

nesiBiiE63438

EMAIL

FILE B R {If applicable)

190920

DESCRIPT]ON OF AMOUNT OF CONTRACT

$2,600,000

NATURE OF THE CONTRACT (Pleas¢ describe)

Lease Amendment providing rent credit to city-{g
- North. . ' : . .

83 () RA APBRROVA 2

This contract was approved by:,

D THE CITY ELECTIVE OFFICER(S) IDENTIFIED ON THIS FORM

A BOARD ON WHICH THE CITY ELECTIVE OFFICER(S) SERVES . !

“ )

Board of Supervisors

THE BOARD OF A STATE AGENCY ON WHICH AN APPOINTEE OF THE CITY ELECTIVE OFFICER(S) IDENTIFIED ON THIS FORM SITS

SAN FRANCISCO ETHICS COMMISSION — SFEC Form 126{f)4 v.12,7.18
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LISt the names of.
executive ofﬁcer

)members of the contractor’s hoard of directors; (B )the contractor’s principal ofﬁcers, |ncludmg chlef
ﬁnancnal officer, chief operatmg officer, or other persons with 51m1|ar tn’cles, ( C) any individual or entjty

contract

# | LAST NAME/ENTITY/SUBCONTRACTOR FIRST NAME . < | TYPE

1 Belford o . . Jeb CEO

2 Hopldins

10

11

12

13

14

A5

16

17

18

19

SAN FRANCISCO ETHICS COMMISSION — SFEC Form 126(f)4 v.12.7.18 ' . 3
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DocuSig Envelope ID; 41196E66-5308-4E96-B2BA-2074BEDD3F28

g members of the contractor’s board of directors; (B) the contractor’s principal officers, including chief
executive officérichief finandial officer, chief operating officer, or other persons with similar titles; (C) any individual or entity

| #. TYPE

20

21

22

23

24

26

27

28

28

30

31

32

33

34

35

36

37

38

SAN FRANCISED ETHICS COMMISSION — SFEC Form 126(f)4 v.12.7.18 . . . 4
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xﬁ:—é\—s‘
A} members of the contractor’s hoard of directors; (B} the contractor’s principal offlcers, including chief
ief financial officer, chief operating officer, or other persons with similar titles; (C) any individual or entity

who has an owner:
cohtfract.

#

FIRST NAME

38

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. T

I have used all reasonable diligence in preparing this statement. | have reviewed this statement and to the best of my
knowledge the information | 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 DATE SIGNED
CLERK ‘ ’

L RBOS Clerk of the Board

SAN FRANCISCO ETHICS COMMISSION — SFEC Form 126(f14 v.12.7.18 . 5

1105



1106





