City Hall

1 Dr. Carlton B. Goodlett Place, Room 244
SanFrancisco94102-4689

Tel.No. (415)554-5184

Fax No. (415)554-5163

TDD/TTY No. (415)554-5227

BOARD of SUPERVISORS

MEMORANDUM
GOVERNMENT AUDIT AND OVERSIGHT COMMITTEE
SAN FRANCISCO BOARD OF SUPERVISORS

TO: Supervisor Dean Preston, Chair
Government Audit and Oversight Committee

FROM: John Carroll, Assistant Clerk

DATE: July 16, 2021

SUBJECT: COMMITTEE REPORT, BOARD MEETING
Tuesday, July 20, 2021

The following file should be presented as COMMITTEE REPORT at the regular Board meeting on
Tuesday, July 20, 2021. This resolution was acted upon at the regular Government Audit and
Oversight Committee meeting on Thursday, July 15, 2021, at 10:00 a.m., by the votes indicated.

Item No. 67 File No. 210773

Resolution authorizing the Director of Property, on behalf of the Department of
Homelessness and Supportive Housing, to exercise a Lease Extension Option
forapproximately 8,646 rentablesquare feet of office space located at 601 Van
Ness Avenue, Suite P, with Opera Plaza L.P., for use as administrative offices,
for an extended termto commence on the later of August 1, 2021, or approval
of this Resolution, and terminating on July 31, 2026, at the monthly base rent
of $30,261 for a total annual base rent of $363,132 in the initial year of the
extended term, plus an annual $1 per square foot increase each August 1
thereafter; and authorizing the Director of Property to execute documents,
make certain modificationsand takecertainactionsin furtherance of exercising
the Lease Extension Option and this Resolution, as defined herein.

RECOMMENDED AS A COMMITTEE REPORT

Vote: Supervisor Dean Preston - Aye
Supervisor Connie Chan - Aye
Supervisor Rafael Mandelman - Aye

Cc: Board of Supervisors
Angela Calvillo, Clerk of the Board
Alisa Somera, Legislative Deputy
Anne Pearson, Deputy City Attorney
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(b) City urges companies not to import, purchase, obtain, or use for
any purpose, any tropical hardwood, tropical hardwood wood product, virgin redwood, or virgin
redwood wood products.

(¢) If Landlord fails to comply in good faith with any of the provisions
of Chapter 8 of the San Francisco Environment Code, Landlord shall be liable for liquidated
damages for each violation in an amount equal to Landlord’s net profit on the contract, or five
percent (5%) of the total amount of the contract dollars, whichever is greatest. Landlord
acknowledges and agrees that the liquidated damages assessed shall be payable to City upon
demand and may be set off against any monies due to Landlord from any contract with City.

22.27 Bicycle Parking Facilities

Article 1.5, Section 155.3, of the San Francisco Planning Code (the "Planning Code")
requires the provision of bicycle parking at City-leased buildings at no cost to Landlord. During
the Term, City shall have the right to install and maintain, at its sole cost, all Class 1 Bicycle
Parking Spaces (as defined in the Planning Code) and all Class 2 Bicycle Parking Spaces (as
defined in the Planning Code) in locations approved by Landlord and as otherwise required by
applicable Laws.

22.28 Resource-Efficient City Buildings and Pilot Projects

Landlord acknowledges that City has enacted San Francisco Environment Code
Sections 700 to 713 relating to green building requirements for the design, construction, and
operation of City buildings. Landlord hereby agrees that it shall comply with all applicable
provisions of such code sections with respect to new construction on or about the Premises.

22.29 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.

22.30 Effective Date

The date on which this Lease shall become effective (the "Effective Date") is the date
upon which: (a) City’s Mayor and Board of Supervisors, at their sole and absolute discretion,
adopt a resolution or enact an ordinance approving this Lease in accordance with all applicable
Laws and (b) this Lease is duly executed by the Parties.

22.31 Certification by Landlord

By executing this Lease, Landlord certifies that, to Landlord’s actual knowledge, neither
Landlord nor any of its officers or members have been suspended, disciplined, or disbarred by, or
prohibited from contracting with, any federal, state, or local governmental agency. If Landlord
learns that it or any of its officers or members have been so suspended, disbarred, disciplined, or
prohibited from contracting with any governmental agency, it shall immediately notify City of
same and the reasons therefor together with any relevant facts or information requested by City.
Any such suspension, disbarment, discipline, or prohibition may result in the termination or
suspension of this Lease. Landlord acknowledges that this certification is a material term of this
Lease.

22.32 Sunshine Ordinance

In accordance with Section 67.24(e) of the San Francisco Administrative Code, contracts,
contractors’ bids, leases, agreements, responses to Requests for Proposals, and all other records
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of communications between City and persons or firms seeking contracts will be open to
inspection immediately after a contract has been awarded. Nothing in this provision requires the
disclosure of a private person’s or organization’s net worth or other proprietary financial data
submitted for qualification for a contract, lease, agreement, or other benefit until and unless that
person or organization is awarded the contract, lease, agreement, or benefit. Information
provided which is covered by this Section will be made available to the public upon request.

22.33 Conflicts of Interest

Through its execution of this Lease, Landlord acknowledges that it is familiar with the
provisions of Section 15.103 of the San Francisco Charter, Article III, Chapter 2 of City's
Campaign and Governmental Conduct Code, and Section 87100 et seq. and Section 1090 et seq.
of the Government Code of the State of California, and certifies that, to its actual knowledge,
Landlord does not know of any facts that would constitute a violation of said provisions, and
agrees that if Landlord becomes aware of any such fact during the Term of this Lease, Landlord
shall immediately notify City.

22.34 Notification of Limitations on Contributions

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

22.35 Preservative-Treated Wood Containing Arsenic

As of July 1, 2003, Landlord may not purchase preservative-treated wood products
containing arsenic in the performance of this Lease unless an exemption from the requirements
of San Francisco Environment Code, Chapter 13 is obtained from City’s Department of
Environment under Section 1304 of the San Francisco Environment Code. The term
"preservative-treated wood containing arsenic" shall mean wood treated with a preservative that
contains arsenic, elemental arsenic, or an arsenic copper combination, including chromated
copper arsenate preservative, ammoniac copper zinc arsenate preservative, or ammoniacal
copper arsenate preservative. Landlord may purchase preservative-treated wood products on the
list of environmentally preferable alternatives prepared and adopted by City’s Department of
Environment. This provision does not preclude Landlord from purchasing preservative-treated
wood containing arsenic for saltwater immersion. The term "saltwater immersion" shall mean a
pressure-treated wood that is used for construction purposes or facilities that are partially or
totally immersed in saltwater.
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22.36 Cooperative Drafting

This Lease has been drafted through a cooperative effort of both Parties, and both Parties
have had an opportunity to have the Lease reviewed and revised by legal counsel. No Party shall
be considered the drafter of this Lease, and no presumption or rule that an ambiguity shall be
construed against the Party drafting the clause shall apply to the interpretation or enforcement of
this Lease.

NOTWITHSTANDING ANYTHING TO THE CONTRARY CONTAINED IN THIS LEASE,
LANDLORD ACKNOWLEDGES AND AGREES THAT NO OFFICER OR EMPLOYEE OF
CITY HAS AUTHORITY TO COMMIT CITY TO THIS LEASE 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 BY THIS LEASE.
THEREFORE, ANY OBLIGATIONS OR LIABILITIES OF CITY UNDER THIS LEASE 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, AT THEIR RESPECTIVE SOLE AND ABSOLUTE DISCRETION,
AND IN ACCORDANCE WITH ALL APPLICABLE LAWS. APPROVAL OF THIS LEASE
BY ANY DEPARTMENT, COMMISSION, OR AGENCY OF CITY SHALL NOT BE
DEEMED TO IMPLY THAT SUCH RESOLUTION WILL BE ADOPTED NOR WILL ANY
SUCH APPROVAL CREATE ANY BINDING OBLIGATIONS OF CITY.

[Signatures on following page]
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Landlord and City have executed this Lease as of the date first written above.

LANDLORD:

CITY:

RECOMMENDED:

i —

Human Sévices Agency
APPROVED AS TO FORM:
DENNIS J. HERRERA, City Attorney

(o poes

By:

Richard Handel,
Deputy City Attorney

OPERA PLAZA, L.P.

v/ g
(;By"ﬁ’%” -
"/C_,/

gy
Its:  Manasize PAetrew
By:
Its:

CITY AND COUNTY OF SAN FRANCISCO,
a municipal corporation

Director of PropertyJ

—



GOLDEN GATE AVENUE

EXHIBIT A
FLOOR PLAN(S)
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601 Van Ness Avenue, Suite P
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EXHIBIT B

NOTICE OF COMMENCEMENT DATE

[Date]

Mr. John Updike

Director of Property

Real Estate Division

City and County of San Francisco
25 Van Ness Avenue, Suite 400
San Francisco, California 94102

RE: Acknowledgement of Commencement Date, Lease between OPERA PLAZA,L.P.,a
California limited partnership (“Landlord”), and the CITY AND COUNTY OF SAN
FRANCISCO, a California municipal corporation (“City”), for premises known as Suite P
located at 601 Van Ness Avenue, Suite P San Francisco, CA 94102.

Dear Mr. Updike:

This letter will confirm that for all purposes of the Lease, the Commencement Date (as
defined in Section 3.2 of the Lease) is __) u!,\,l |5 ,2016.

Please acknowledge your acceptance of this letter by signing and returning a copy of this
letter.

Very truly yours,

i
( s > i (M

By:

Title: WARAL (e (Panived
k] \ \

Accepted and Agreed:

" John Updi
Director of Property

Dated: ,2016




EXHIBIT C

EXCLUSIONS FROM OPERATING COSTS

1. Costs of new capital improvements or equipment (as opposed to repairs or replacements
that are capitalizable), except for those (a) required by laws enacted on or after the date of the
Lease amortized over the useful life of the improvement and/or equipment together with interest
at the actual interest rate incurred by Landlord in connection with such capital improvements, or
(b) acquired to cause, in Landlord’s good faith judgment, an immediate (i.e., commencing within
the first year after completion of such repairs or improvements or installation of such equipment)
reduction in other Operating Costs, amortized over five (5) years at an annual rate reasonably
calculated to equal the amount of Operating Costs to be saved in each calendar year throughout
the Term (as determined at the time Landlord elected to proceed with the capital improvement or
acquisition of the capital equipment to reduce operating expenses), together with interest at the
actual interest rate incurred by Landlord;

2. Rentals and other related expenses for items (except when needed in connection with
normal replacements, repairs, and maintenance of permanent systems) which if purchased rather
than rented, would constitute a capital improvement which is specifically excluded in item 1
above (excluding, however, equipment not affixed to the Building which is used in providing
janitorial or similar services);

3. Costs incurred by Landlord for the repair of damage to the Building, to the extent that
Landlord is reimbursed by insurance proceeds and costs occasioned by the exercise of the right
of eminent domain,;

4. Costs, including, without limitation, permit, license, and inspection costs, incurred with
respect to the installation of improvements made for other tenants or occupants of the Building
or incurred in renovating or otherwise improving, decorating, painting, or redecorating vacant
space for other tenants or occupants in the Building;

3. Depreciation, amortization, and interest payments, except to the extent provided pursuant
to items 1(3) and 1(ii) above and except on materials, tools, supplies, and vendor-type equipment
purchased by Landlord to enable Landlord to supply services Landlord might otherwise contract
for with a third party where such depreciation, amortization, and interest payments would
otherwise have been included in the charge for such third party’s services, all as determined in
accordance with generally accepted accounting principles, consistently applied (as applied to
commercial real estate), and when depreciation or amortization is permitted or required, the item
shall be amortized over its reasonably anticipated useful life (as reasonably determined by
Landlord);

6. Leasing commissions, attorneys’ and other professionals’ fees, space planning costs, and
all other costs and expenses in connection with negotiations with present or prospective tenants
or other occupants in the Building or any present or future ground lessors or holders of any
mortgages or other encumbrances affecting any of the Building or the defense of Landlord’s title
to the Building or the real property on which it is located;

2 Expenses in connection with services or other benefits that are not offered to City or for
which City is charged directly but which are provided to another tenant or occupant of the
Building;

8. Costs incurred by Landlord resulting from violation by Landlord or any other tenant or
occupant of the Building of applicable laws, rules, or regulations, the terms and conditions of any
lease, ground lease, mortgage, or deed of trust, or other covenants, conditions, or restrictions
encumbering the Building or the real property on which it is located;

C-1
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A Overhead and profit increments paid to Landlord or to subsidiaries or affiliates of
Landlord, or to any party as a result of a non-competitive selection process, for management, or
other services, supplies, or materials, to the extent the same exceed the costs of such goods
and/or services rendered by unaffiliated third parties on a competitive, arms-length basis;

10. ~ Any ground lease rental or rental under any other underlying leases;

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

12.  Any compensation paid to clerks, attendants, or other persons in commercial concessions
operated by Landlord or in the parking garage in the Building;

13.  All items and services for which City or any other tenant or occupant of the Building
separately reimburses Landlord (other than through such tenant’s or occupant’s proportionate
share of operating expenses), or that Landlord provides selectively to one or more other tenants
or occupants without reimbursement, or that are not provided in reasonable proportion to the
space leased by City but that Landlord provides to another tenant or other occupant of the
Building;

14.  Advertising or promotional expenditures, and the costs of acquiring and installing signs
in or on any of the Building identifying the owner of the Building or any other tenant or occupant
of the Building;

15.  Electric power costs for which any tenant or occupant directly contracts with the local
public service company (provided that the charge for such services shall be computed for
purposes of the gross-up provision of the Lease (i.e., expenses to be grossed up to reflect full
occupancy of the Building) to reflect an average charge for power costs);

16.  Services provided to or for, taxes attributable to, and costs incurred in connection with
the operation of retail, restaurant and garage operations in the Building;

17.  Costs incurred in connection with upgrading the Building to comply with disabled access,
life, fire and safety codes in effect prior to the date of the Lease, and costs incurred in connection
with upgrading the Building to comply with the Americans with Disabilities Act of 1990 and
Title 24 of the California Code of Regulations (or its successor), the San Francisco Sprinkler
Ordinance and the San Francisco Unreinforced Masonry Building Ordinance;

18.  Tax penalties incurred as a result of Landlord’s negligence, inability, or unwillingness to
make payments when due;

19. Costs arising from the presence of Hazardous Material in or about the Building including
groundwater or soil conditions, except if such Hazardous Material is brought onto the Building
by City in violation of applicable laws;

20.  Landlord’s charitable or political contributions;

21.  To the extent the following costs arise during any applicable warranty periods, costs as a
result of repairs of latent defects in the Building core and shell or improvements installed by
Landlord or in the Building Systems, and any costs incurred by Landlord in the event any portion
of the Building is made untenantable by fire or other casualty required to be insured against
pursuant to the terms of the Lease;

22.  Capital costs for sculpture, paintings, or other objects of art;
C-2
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23.  Costs (including all attorneys’ fees and costs of settlement, judgments, and payments in
lieu thereof) arising from claims, disputes, or potential disputes, including tax disputes where the
tenants of the Building would receive benefits if Landlord prevails) in connection with potential
or actual claims, litigation or arbitrations pertaining to Landlord or the Building;

24.  All direct cost of refinancing, selling, exchanging, or otherwise transferring ownership of
the Building or the real property on which it is located or any interest therein or portion thereof,
including broker commissions, attorney’s fees, and closing costs; .

25. Reserves for bad debts, rent loss, capital items, or further Operating Costs; and

26.  Landlord’s general corporate overhead and general and administrative expenses not
related to the operation or management of the Building.

C-3
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EXHIBIT D
STANDARDS FOR UTILITIES AND SERVICES

Landlord shall provide the following utilities and services, at cost:

(a) Elevators. Unattended automatic passenger elevator facilities serving the floor(s)
on which the Premises are located, on a 24-hours a day, 7-days a week basis. Freight elevator
service is available Monday through Friday, from 8a.m. to 5 p.m.

(b)  Ventilation: Heating and Air-Conditioning. Ventilation to the Premises, and
air-conditioning and heating to the Premises in season, on a 5-day a week basis, Monday through
Friday except holidays generally recognized in the City of San Francisco, 24 hours per day, and
at such temperatures and in such amounts as customary in San Francisco for similar office
premises, subject to applicable governmental laws, ordinances, rules and regulations. In addition
to the hours set forth above, Landlord shall provide ventilation to the Premises, and air-
conditioning and heating to the Premises in season, after hours or on weekends or during
holidays, upon twenty-four (24) hour notice from City, provided that City shall reimburse
Landlord for Landlord’s actual cost for providing such additional ventilation to the Premises, and
air-conditioning and heating to the Premises. City shall not alter, adjust or tamper with the
installations or facilities supplying climate control to the Building or the Premises.

() Electricity. Subject to City’s obligations pursuant to Section 9.2 of the Lease,
electric current to the Premises on a 24-hours a day, 7-days a week basis, in capacities as
currently available. At all times, City’s use of electric current shall not exceed the capacity of
feeders to the Premises or the risers or wiring installation with respect to the Premises.

(d) Water. Hot and cold water shall be available at current points of supply on a
24-hours-a-day, 7-days-a-week basis.
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EXHIBIT E

STANDARDS FOR JANITORIAL SERVICES

Trash removal and vacuuming nightly, Monday through Friday, except holidays.
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EXHIBIT F

STANDARDS FOR SECURITY SERVICE

Landlord shall furnish security services as follows:

SECURITY GUARDS: 2 unarmed security guards at all times
OTHER SECURITY SERVICES: none
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Office of the City Administrator
Carmen Chu, City Administrator
Andrico Q, Penick, Director of Real Estate

City & County of San Francisco
London N. Breed, Mayor

June 29, 2021

Through City Administrator Carmen Chu

Honorable Board of Supervisors
City and County of San Francisco
Room 244, City Hall

1 Dr. Carlton B. Goodlett Place
San Francisco, CA 94102

RE: HSH Lease Extension — Administrative Office Use — 601 Van Ness Avenue, Suite P

Dear Board Members:

Attached for your consideration is a resolution authorizing the exercise of an option to extend the
term of the existing lease (“Lease”) between the City and Opera Plaza, L.P. (“Landlord™),
allowing for the continued use of the 8,646 square feet of office and conference room space
located in Suite P of the building located at 601 Van Ness Avenue as administrative offices. The
approval of this resolution would extend the term of the Lease to July 31, 2026.

The City’s Human Services Agency (“HAS”) occupied the space during the initial 5-year term
and is now moving to another City-owned building.

The City’s Department of Homelessness and Supportive Housing (“HSH”) seeks to use this
space to support the relocation of staff from the COVID-19 Command Center (CCC) that are
transitioning to HSH to support the continued operations of COVID response programs. These
programs include the Shelter in Place (SIP) hotel program operations, program wind-down and
SIP rehousing. There is currently insufficient space at HSH’s current offices at 440 Turk Street
to support these critical staff. Subject to future budget appropriations, HSH plans to continue to
use the space to support the department’s permanent staffing expansion in FY22-23 and beyond.

The current Lease expires on July 31, 2021. On behalf of HSH, the Real Estate Division
(“RED”) negotiated a reduction of the current base rental rate, net of electricity, from $46 per
square foot ($397,716 annual rent) to $42 per square foot ($363,132 annual rent). RED also
negotiated revising the base year for additional charges calculated from calendar year 2016 to
2021. All other terms and conditions of the lease will remain in effect.
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Page 2
July 29,2021

HSH and the Real Estate Division recommend approval of this resolution. Please contact Dylan

Schneider from HSH at dylan.schneider@sfgov.org if you have any questions about anything
programmatic in nature. Alternatively, reach out to Josh Keene at my office at

joshua.keene@sfgov.org if you have any questions or concerns about the transaction itself.

Sincerely,

Andrico Q. Penick
Director of Real Estate
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	Supervisor Connie Chan - Aye



