
STAFF REPORT FOR CALENDAR ITEM NO.:  16 
FOR THE MEETING OF:  May 11, 2017 
 

TRANSBAY JOINT POWERS AUTHORITY 
 
BRIEF DESCRIPTION:  
 
Authorize the Executive Director to execute a sublease with Alameda-Contra Costa Transit 
District (AC Transit) (Sublease) under which the TJPA would lease state-owned property under 
I-80 between Third, Second, Perry, and Stillman Streets (Premises) to AC Transit for 
approximately 25 years for a Bus Storage Facility (Facility) for use by AC Transit and other bus 
systems to store commuter buses between weekday peak periods. The TJPA will execute an 
Airspace Lease for the Premises with the California State Department of Transportation 
(Caltrans) and will build the Facility. AC Transit will take possession and start paying rent to 
Caltrans following construction of the Facility. On March 9, 2017, the TJPA Board of Director 
approved the Airspace Lease with Caltrans. On April 12, 2017, the AC Transit Board of 
Directors authorized their General Manager to execute the Sublease with the TJPA for use of the 
Facility, and AC Transit has executed the Sublease. 
  
EXPLANATION: 
 
On September 10, 2008, the TJPA and AC Transit entered into the Transbay Transit Center 
Program Lease and Use Agreement for the Temporary Terminal and the Transit Center 
(Agreement). The Agreement defines the new Transit Center as generally including “ramps, 
trackways, tunnels, bus storage facilities, and other improvements.” The Agreement 
contemplates the Bus Deck Level of the new Transit Center as AC Transit’s sole exclusive use 
space.  The Agreement does not specifically address the terms and conditions for AC Transit’s 
unique use of the Bus Storage Facility.     
 
Accordingly, and given the unique circumstances of the Premises where the Facility would be 
built (on State-owned land that must be leased from Caltrans), the TJPA and AC Transit staffs 
recommend that the TJPA lease the Premises from Caltrans for 25 years (Airspace Lease) and 
sublease the Premises to AC Transit for about 25-years and payment of monthly rent to Caltrans. 
For clarity and to avoid confusion as to the terms of AC Transit’s use of the Facility, the 
Sublease would supersede the Agreement solely with respect to the Facility.  
  
The Sublease would pass through to AC Transit most of the TJPA’s material obligations under 
the TJPA’s Airspace Lease with Caltrans. The key terms of the Sublease are as follows: 
 
1.   The term of the Sublease is approximately 25 years, commencing 30 days after the TJPA 

completes construction of the Facility and AC Transit takes possession of the Facility. 
(Prior to the commencement of AC Transit’s Sublease, the TJPA will lease the Premises 
from Caltrans to allow the TJPA to construct the Bus Storage Facility on AC Transit’s 
behalf). 

 
2.   The monthly rent for the Premises will start at $24,160 at the time TJPA takes possession 

of the Premises under the Airspace Lease, and will increase annually by 3%. The rent is 



 

the fair market rent established by Caltrans, less an 85% discount authorized by the 
California Transportation Commission.  Once AC Transit takes possession of the 
Premises, AC Transit will pay rent directly to Caltrans.   

 
3.   Under the Airspace Lease, Caltrans approves the sublease of the Premises to AC Transit 

as long as AC Transit pays to Caltrans the monthly rent required by the Airspace Lease. 
Caltrans will be entitled to any rent received by AC Transit from any subtenant in excess 
of the monthly rent payable under the Airspace Lease/Sublease. The TJPA will pay the 
monthly rent while the TJPA is constructing the Bus Storage Facility for AC Transit. 

 
4.   AC Transit accepts the Premises as-is, with all faults.  
 
5. AC Transit generally will defend and indemnify the State and the TJPA from claims or 

damages arising from the conditions of the Premises, as well as from certain provisions 
of services by the TJPA, and from AC Transit’s operations and use of the Premises.  

 
6.   The TJPA must obtain a Caltrans encroachment permit before starting construction of the 

Facility. The TJPA’s plans for construction of the Facility must be approved by Caltrans, 
the State Fire Marshal, and the Federal Highway Administration before Caltrans will 
issue an encroachment permit. 

 
7. The TJPA must start construction of the Facility within 180 days after the Airspace Lease 

is executed.  If the construction of the Facility proves economically infeasible, the TJPA 
may terminate the Airspace Lease and the Sublease. 

 
8. AC Transit is responsible for bus operations at the Bus Storage Facility and providing all 

services to the Facility.  In particular, AC Transit will be responsible for water, gas, heat, 
light, power, telephone, data, television, cable, sewage, air conditioning and ventilating, 
and scavenger for the Premises, at AC Transit’s cost.  AC Transit may request, however, 
that the TJPA provide certain services (such as maintenance, repairs, landscaping, and 
security guards) to the Facility at the same rates the TJPA pays for similar services at the 
Transit Center.  If the parties reach agreement, AC Transit will pay directly the TJPA’s 
vendors providing these services.  

 
9. AC Transit shall provide liability insurance of $5 million and name the TJPA and 

Caltrans as additional insureds. 
 
10. Caltrans may retake possession of the Premises on 180 days’ notice if needed for an 

approved and funded highway transportation project. 
 
11. AC Transit shall permit buses from other transit systems to pass through the Facility to 

access the Bus Ramp to the Transit Center and Bay Bridge. 
 
 
Under the Airspace Lease, TJPA may construct the Facility and other improvements on the 
Premises with the consent of Caltrans and concurrence of FHWA, and subject to certain terms 
and conditions.  The Airspace Lease at Section 6.9 protects the TJPA by allowing the TJPA to 



 

terminate the Airspace Lease if Caltrans’s conditions imposed on the Bus Storage Facility 
construction make the project economically infeasible.  TJPA requested that AC Transit 
expressly acknowledge TJPA’s right under this Section 6.9 to not proceed with construction and 
to terminate the Airspace Lease and Sublease if the terms and conditions imposed by the State 
make the project economically infeasible; AC Transit declined.  There is little risk to either the 
TJPA or AC Transit, however, because the TJPA does not expect Caltrans to impose any 
conditions that would make construction of the Facility infeasible, the TJPA has awarded the 
construction contract, and the TJPA is poised to proceed.  
 
At the request of AC Transit, and as noted above, the TJPA will be responsible for the monthly 
rental cost of the Premises during construction of the Facility.  During the time of construction, 
the monthly rent will be paid from the Program Reserve.  The total rent obligation is expected to 
total approximately $440,000 (about $24,160 monthly rent for 18 month construction duration); 
AC Transit will commence paying rent to Caltrans when the construction of the Bus Storage 
Facility is complete and AC Transit takes possession of the Facility.  AC Transit will also be 
financially responsible, under the Sublease, for operations and maintenance of the Facility.   
 
RECOMMENDATION: 
 
Staff recommends that the Board of Directors authorize the Executive Director to execute the 
Sublease with AC Transit. 
 
ATTACHMENTS: 
 

1. Resolution 
2. AC Transit Staff Report, Caltrans Airspace Lease, and Bus Storage Facility Sublease 
3. AC Transit Financial Commitment Letter  



 

TRANSBAY JOINT POWERS AUTHORITY 
BOARD OF DIRECTORS 

 
Resolution No. _____________ 

 
WHEREAS, The TJPA is developing the Transbay Transit Center Program (Transbay 

Program) and, as part of the Transbay Program, the TJPA will design and build for AC Transit a Bus 
Storage Facility (Facility) on property owned by the State of California Department of Transportation 
(Caltrans) at Second, Stillman, Third and Perry Streets in the City and County of San Francisco, State 
of California; and 

 
WHEREAS, AC Transit provides bus services between Alameda and Contra Costa counties 

and the City and County of San Francisco under the authority of Public Utilities Codes sections 25801 
et seq.; and 

 
WHEREAS, AC Transit will operate and maintain the Facility for, among other things, the 

promotion, accommodation, and development of regional and intercity bus and commuter 
transportation and commerce; and 

 
WHEREAS, On October 20, 2016, the California Transportation Commission approved a 

request to authorize execution of a long-term lease between Caltrans and the TJPA (Airspace Lease) 
for the premises where the Facility will be located, and on January 19, 2017, the California 
Transportation Commission approved terms and conditions of the Airspace Lease.  The California 
Transportation Commission authorized a lease rate that is discounted 85 percent of Caltrans’s fair 
market lease rate.  On March 9, 2017, the TJPA Board of Director approved the Airspace Lease; and 

 
WHEREAS, Under the Airspace Lease, Caltrans approves a sublease of the Facility to AC 

Transit as long as AC Transit pays to Caltrans the monthly rent required by the Airspace Lease; and 
 
WHEREAS, The TJPA and AC Transit have negotiated the terms and conditions of a sublease 

of the Premises (Sublease) that passes through to AC Transit most of the TJPA’s material obligations 
under the TJPA’s Airspace Lease with Caltrans; and 

 
WHEREAS, On April 12, 2017, the AC Transit Board of Directors authorized their General 

Manager to execute the Sublease with the TJPA; and 
 
WHEREAS, The TJPA has full power and authority to sublease the Facility to AC Transit; 

now, therefore, be it  
 

RESOLVED, That the TJPA Board of Directors authorizes the Executive Director to execute 
a Sublease  with AC Transit, in substantially the form attached, for a monthly rent starting at $24,160 
per month, which is a discount of 85% of Caltrans’s fair market lease rate, escalated by three percent 
annually, and for a term of approximately 25 years, for AC Transit to use for parking and staging for 
public mass transit vehicles operating through the Transbay Transit Center, including administrative 
offices, bus driver rest area, various site improvements and incidental automobile parking. 

 
I hereby certify that the foregoing resolution was adopted by the Transbay Joint Powers Authority 
Board of Directors at its meeting of May 11, 2017.   
        
       ____________________________________ 
        Secretary, Transbay Joint Powers Authority  
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AC Transit Board of Directors
Michael A. Hursh, General Manager
Bus Storage Facility Sub-lease

ACTION ITEM

RECOMMENDED ACTION(S

Consider authorizing the General Manager to enter into a sub-lease with the Transbay Joint
Powers Authority(TJPA) for use of the Bus Storage Facility(BSF).

BACKaROUND/KATIONALE

The BSF land is approximately half a mile away from the Transbay Transit Center (TTC),
underneath the west approach of the Bay Bridge, and the design includes a direct connection to
the TTC via a dedicated bus ramp.

The BSF willprovide a variety of functions and amenities to support the Transbay Transit Center
operations. These include:

e

©

e

8

Parking spaces for 49 buses - reducing mid-day deadheads to and from the Transit
r ontnr

Staging space for the buses deadheading from the East Bay and arriving early for the on-
time departure of the afternoon trips.
Supervisor storage and Gillie room, supervisor parking, an operator Gillie room, and
maintenance equipment storage. These facilities are not available on the main bus

Surface street access will be available from 3rd Street, allowing other transit operators
access for their operations on the bus deck, notably SF MUNI's line 25, which willuse it
to deadhead to and from their yard. In addition, this allows for emergency services
access into the Transbay Transit Center bus deck from the street level.

deck

Caltrans owns the land programmed for the BSF, which is located underneath the West
Approach of the Bay Bridge. It currently subleases the property to a private parking lot
contractor. Per a 2003 cooperative agreement between Caltrans and the TJPA, those two
agencies willexecute the lease to operate the BSF, with the intention that AC Transit executes a
sub-lease with the TJPA. This arrangement was due to the TJPA'scommitment to the BSF
construction - a $21 million project to partially excavate the existing parking lot allowing for
taller buses, and construct a link ramp to the Transbay Transit Center bus ramp Phase lof the
Transbay Transit Center program includes this construction. Once constructed, AC Transit will
sublease the BSF property from the TJPA per the Caltrans lease terms. This Caltrans lease and
the District's sublease went for approval on March 9th TJPA Board meeting.
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Caltrans' initial lease proposalfor the BSF included a 20% discount from the fair market value
This would have meant a net operating cost of $1.15 million annually for the District. This
financially unsustainable proposal led the District to garner support from regional and state
authorities, and ultimately securing a final decision from the California Transportation
Commission (CTC). On October 19, 2016, the CTC met and agreed in principle to an 85%
discount of the fair market value to lease the Bus Storage site. The CTC confirmed the final
[ease terms at its January 19, 20].7 meeting in Sacramento. Attachment ] is the TJPA/Ca]trans
lease, which includes a 3% fixed annual increase over a 25-year term, and attachment 2 is the
draft sub-lease between the District and the TJPA reflecting the same lease terms. These terms
allow the District to operate a financially sustainable facility for 25 years.

At the November 16, 2016 AC Transit Board meeting, the Board approved AC Transit's financial
commitment to operate the Bus Storage Facility and to assume responsibility for its operations,
maintenance, and lease costs. The District provided a financialcommitment letter to the TJPA,
which stated AC Transit's full commitment to sub-lease the BSF from the TJPA with the
following terms:

l
2

AC Transit willinitiate rent payments once Bus Storage Facility operations commence.
An 85% discount of the Fair Market Value(FMV).

o Caltrans stated FMV at $135,550 per month (subsequently amended to
$161,055)

o 15% of FMV = $20,332.50 per month(subsequently amended to $24,160)
A 25-year lease term with an escalation rate of a maximum 3 percent tied to the
Consumer Price Index, and no reevaluation over the lease term.
Once Caltrans and the TJPA execute the lease, AC Transit willcodify the rent payments
in a sub-lease amendment to the TJPA 2008 Lease and Use Agreement (subsequently
amended to a separate sub-lease).

3

4

Attachment 2 is the draft sub-lease between the TJPA and the District, agreeing to the same
terms within the Caltrans/TJPA lease

The TJPA awarded a $21.6 million construction contract to Ghilotti Construction Company at
their March 9th Board meeting, and they anticipate a completion date of July 2018. This will
lead to a five-month delta between the opening of the TTC and the BSF, which may cause some
initialoperationalchallenges for the afternoon staging requirements.

Currently, supervisors use up to 25 staging spaces for buses coming over early from the East
Bay to pull out at their scheduled time at the Temporary Terminal. The TTC has no dedicated
staging space and so while the TTC has more bays than the Temporary Terminal, supervisors
will have to use the 10 additionalbays for staging. There willbe some space on the bus ramps
for staging in this interim period; however, it may not be as much as is available in the
Temporary Terminaland buses may have to circulate around the bus deck untiltheir scheduled
departure. Depending on the opening date, these operational challenges will be in place for a
shorter or longer period. Despite these constraints for staging, staff still believes the TTC
provides overallbetter operating conditions than the current Temporary Terminal as a result of
the dedicated ramp on and off the Bay Bridge and additionalmaneuverability on the Bus Deck.
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The Lease and Use Agreement with the TJPA specifies that AC Transit willtake possession of the
Bus Deck only once construction is complete, including adjacent parking and staging areas.
Given the delay of the BSF construction, it will be up to the District to determine when the
building is acceptable for operating conditions.

BUDGETARY/FISCAL IMPACT

Per Attachment 3, the CTC direction of the BSF lease terms willallow the District to operate the
BSF between a cost-neutralto minimalsavings($15,000 annually) basis for the next 25 years.

ADVANTAaES/DiSAOVANTAaES

The BSF has clear operational advantages to the District as outlined in this report, along with
environmental benefits associated with reduced deadhead miles. The financial obligations of
the BSF carry with it a limited financialrisk. There will always be cost savings with the midday
storage through savings associated with the 49 midday deadheads. The guaranteed sustainable
lease rate for 25 years leaves only a staffing variable, which is entirely under the District's
controlr

The disadvantage to pursuing construction of the BSF in Phase ]. of the project is the additional
staffing and operational logistics of the 49 parking stalls. Staff is finalizing the concept of
operations for the BSF, but anticipates the amount of staffing will result in cost neutral facility
operations.

ALTERNATIVES ANALYSIS

If the Board decides not to authorize the sublease, the operations would continue as today with
no midday storage; however, there are no other options for the additional amenities and
afternoon peak staging the BSF provides near the Transbay Transit Center. The lack of such a
proximal, custom-built facility willhinder Transbay operations.

PRIOR RELEVANT BOARD ACTION/POLICIES

Staff Report No. 17-039: Quarterly Report on the Transbay Transit Center Project

ATTACHMENTS

1: Bus Storage Facility Lease between TJPA and Caltrans
2: Draft Bus Storage Facility Sub-lease between TJPA and AC Transit
3: Bus Storage Facility FinanciaIAnalysis

Approved by:
Reviewed by:

Ramakrishna Pochiraju, Interim Executive Director of Planning and Engineering
Denise Standridge, GeneralCounsel
Claudia Allen, Chief FinancialOfficer
Lois Rawlings, Realestate Manager
Robert del Rosario, Director of Service Development and Planning
Linda Morris, Senior Transportation PlannerPrepared by:
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