
 
 

STAFF REPORT FOR CALENDAR ITEM NO.:  11 
FOR THE MEETING OF:  September 12, 2019 
 
 

TRANSBAY JOINT POWERS AUTHORITY 
 
BRIEF DESCRIPTION:  
Authorize the Executive Director to execute a lease agreement with JSSK One, LLC, a Delaware 
limited liability company for about 4,468 square feet of interior commercial/retail space on the 
park level of the transit center (space number P1) for a 15 year term. 

EXPLANATION: 
 
Commercial/Retail Leasing Background 
 
As Phase I of the Transbay Program (Program) progresses toward completion, the TJPA is 
activating one of the elements of the Program—approximately 100,000 square feet of 
commercial/retail areas located on the ground, second, and park levels. Activating the 
commercial/retail areas entails completing lease agreements with commercial, retail, and service 
businesses.  
 
In March 2017 the TJPA Board authorized an Asset Management Agreement (AMA) with a 
team led by Lincoln Property Company (Lincoln) for the transit center. Lincoln is overseeing the 
management of the transit center and, with its team member, Colliers International (Colliers), 
who is also managing the commercial/retail leasing of the transit center. One factor that 
contributed to the TJPA’s selection of the Lincoln team for the AMA was the Lincoln team’s 
revenue and expense projections. Specifically, the Lincoln team projected stabilized retail 
revenues of $5.51 million annually, excluding percentage rent. The Lincoln team projected an 
initial capital expenditure for tenant improvements of $27.10 million.  
 
In May 2017 the Lincoln team presented to the TJPA Board a draft Retail Vision for the new 
transit center. The draft Retail Vision introduced, among other things, a proposed mission 
statement, an assessment of customer draw to the transit center, proposed programming based on 
expected day of the week and time of day of customer use, an explanation of potential tenant 
categories, a proposed merchandising logic based on location within the transit center, and a 
proposed commercial/retail space plan.  
 
In July 2017 the TJPA Board approved the Retail Merchandising Plan (Plan) with the categories 
of dry goods, food/entertainment, market/food hall, and services. The Board authorized the 
Lincoln team to begin marketing and negotiations for commercial/retail leasing consistent with 
the Plan for approximately 100,000 square feet of space comprised of approximately 35 leases. 
In general, the Plan contemplates a mix of food retailers on the ground floor characterized as 
either short stay (impulse quick service food) or extended stay (table service restaurants). On the 
second floor, the Plan anticipates uses including office, services, fitness, and beauty. At the park 
level, there are spaces for a full-service restaurant and a café. The Plan anticipates leasing to a 
mix of businesses that offer goods and services at all price points to ensure that the transit center 



 
 

is accessible and appealing to a diverse population. The Plan anticipates certain demand from 
consumers and users of the transit center for local merchants. 
 
In October 2017 the TJPA Board adopted a Retail Leasing Policy (Policy) that, among other 
things, authorizes the Executive Director to execute certain leases consistent with the Policy. The 
parameters within which the Executive Director can execute a lease under the Policy are: (a) 
initial term of 10 years or less (with no more than two options to extend at no more than five 
years each); (b) $1.8 million or less in stated base rent in the aggregate over the initial term 
(exclusive of any participation rent or other revenue); (c) tenant improvement allowance of not 
more than $150 per square foot; (d) lease agreement in substantially the form of the lease 
agreement template attached to the Policy; (e) lease generally consistent with the most recent 
Plan approved by the Board; and (f) lease consistent with the applicable Board-approved budget. 
Leases that fall outside of these parameters are presented to the Board for approval.  
 
For FY19-20, the Board-approved budget for capital expenditures is an additional $10.5 million 
to supplement the originally approved $25.0 million for a total tenant improvement budget of 
$35.5 million. This assumes the remaining approximately 36,000 square feet of approximately 
92,000 square feet of commercial/retail space construction, would be fully leased by fiscal year 
end. The average contribution from the TJPA of $113 per square foot in tenant improvement 
allowance ranging from $50 per square foot to $300 per square foot depending on the type of 
space from personal service business to full service restaurant (note that the TJPA does not expect 
that each tenant would be entitled to the budgeted  level of contribution; the TJPA team intends to 
vigorously negotiate the agency’s contribution, if any, toward a tenant’s improvements and would expect 
greater rent as a result of any contribution the TJPA makes to the cost of tenant improvements). The 
average base building budget is $171 per square foot. Base building work includes topping slab, 
mechanical, electrical, plumbing and fire life safety installations. This amount will fluctuate on a 
per space basis. However, the expectation is that the overall budget is managed and is not 
exceeded in total.  
 
In FY17-18, Colliers developed a multi-year projected schedule for each space -- in other words, 
a projection (pro forma) that outlines the targeted or market rent, the percentage increases for 
each year, the number of years in the term and the tenant improvement allowance. The pro forma 
is individualized for each space because the pro forma is influenced by the type of space and its 
location within the center. Under the schedule, stabilized first year rents total approximately 
$6.40 million annually which compares favorably with Lincoln’s initial projected, stabilized 
rents of about $5.51 million annually. This pro forma continues to be mostly adhered to.  
 
As such, each proposed deal takes into consideration the approved budget for capital 
expenditures, the projected rent schedule, and adherence to the Plan as key factors in determining 
whether to proceed with a proposed tenant.  
 
Proposed Commercial/Retail Leasing Transaction – JSSK One, LLC, a Delaware limited liability 
company  
 
The following summarizes the key business terms of a proposed commercial/retail lease with 
JSSK One, LLC.  
 



 
 

Prospective 
Tenant 
Name 

 

Suite 
# 

Premises 
Area  
(sq ft) 

Category Stated Base 
Rent (over 

Initial Term) 

1, 2, 3 

Initial 
Term 

(years)4 

TI 
Allowance 

Base 
Building 
Estimate 

JSSK One,  
LLC 

 
P1 

 
4,468 

 
Food 

$4,231,597.50 
(avg ~$63.14 
psf per year)  

 
15 years 

$1,200,125 
($268.60 psf) 

 
$0 

Notes: 
1. Market conditions call for rent to be on a “gross” basis which means that common area expenses are 
imbedded in the rent. 
2. Reflects rent abatement and annual rent increases at 3% per year starting in year 5.  
3. Exclusive of percentage rent; percentage rent does not commence until the first option period. 
4. Two 5-year options to renew. 
 

 
The location and iconic nature of the site drew experienced operators. However, the capital 
investment to make it operationally work became cost prohibitive to many prospective tenants. 
Reasons given include: 

• Multi-levels are operationally hard to work with 
• Ceiling not high enough to create a mezzanine 
• Back of house storage is limited 
• Space is in raw shell condition requiring an unusually high investment by tenant 

 
After considering multiple candidates, an exclusive right to negotiate was agreed to with JSSK 
One, LLC in order to incentivize them to spend the time to thoroughly research the cost of 
construction and the project’s viability.  
 
Usually, a landlord invests approximately 50% of the tenant improvement dollars required for a 
restaurant and provides a restaurant shell with stubbed utilities, slab floor, HVAC, and 
ventilation for cooking. Here, the proposed restaurant operator indicated a total investment of $7 
to $8 million would be needed to build the restaurant envisioned, which typically would mean a 
landlord contribution on the order of $3 to $4 million (about $670-$900 psf). According to 
Colliers, this would be consistent with the market.  
 
For this space, the pro forma assumed $300 psf on 4,468 sq ft of interior space for a total of 
$1,340,400 in tenant improvement allowance, and $329,240 for base building work (likely an 
underestimate given recent experience), for a total landlord contribution of $1,669,640. Note that 
there is about 5,133 sq ft of exterior space and 4,468 sq ft of interior space. It is a customary 
lease practice for rent and tenant improvement allowance to be calculated based on only the 
interior space. Accordingly, the financial analysis in this report reflects the 4,468 sq ft interior 
area.  
 
Here, the negotiated tenant improvement allowance is $268.60 psf on 4,468 sq ft of space for a 
total of $1,200,125 in tenant improvement allowance and no base building shell work is offered. 
Thus, the total landlord contribution is less than pro forma by $469,515 and significantly less 
than what would be typical for landlord contribution to a restaurant build out.   
 



 
 

In exchange, a rent abatement was built into the transaction which provides an additional 
‘allowance’ to the tenant in the amount of $868,401. The combined amount of landlord tenant 
improvement allowance and rent abatement total $2,068,526, which is about $1.4 to $1.9 million 
less than typical landlord contribution to a restaurant build out.  
 
The initial base rent is $64.47 psf per year which compares favorably with pro forma of $36.00 
psf for this space.  The base rent is not charged, however, during Years 1 and 2. In Year 3, half 
rent of $32.23 psf per year is charged. In Year 4, base rent is $64.47 psf per year, with annual 3% 
increases for Years 5 and 6. During Years 4, 5 and 6, rent is abated for two months of each year. 
The total rent abatement over this initial period is $868,401.  In Year 7, the base rent increases to 
$70.44 psf per year with annual 3% escalations through the remainder of the 15 year base term.   
 
In exchange for the rent abatement, higher rates were negotiated and only a modest TI allowance 
was offered with no additional landlord deliverables included.  This pushed overall revenues up 
over the term making this deal attractive.  The ten year deal Net Cash Flow is $1,150,865 vs. the 
ten year Pro forma Net Cash Flow of $174,302. The fifteen year deal Net Cash Flow is 
$3,031,473.  
 

 
Pro forma 

 
Base Rent Over 

Initial Term 
Initial Term TI 

Allowance 
Base 

Building 
Estimate 

$1,843,942.061, 2 
(avg ~$41.27 psf per 

year) 

 
10 

$1,340,400 
($300.00) 

 

 
$329,240 

1. Assumed 3% annual increases. 
2. The pro forma rent is stated as “gross”. 

 
This lease also includes approximately 411 square feet of storage space at a beginning rent of 
$24.00 per square foot escalated at 3% over the term on of the agreement. 
 
Lastly, signed lease transactions to date—including both 10-year through 15-year leases—
produces a positive cashflow of $42,808,047. For comparison purposes, a 10-year scenario 
(which also includes this transaction) produces a positive cash flow of $25,794,494. Please refer 
to the attached Lease Analysis Summary for further detail.  
 
The concept for the rooftop restaurant is a fine dining Japanese restaurant and rooftop bar and 
lounge featuring California Japanese cuisine. This is consistent with the Retail Merchandising 
Plan in envisioning food service that caters to a diverse community.  
 
Upon full execution of the lease, the space will be delivered immediately to tenant and tenant 
will begin its construction when permits are received. The lease requires that improvements be 
completed within one year from the execution date of the lease.  
 
As of the date of this report, the tenant is fully committed to moving forward. The signed lease 
form is attached. It is generally consistent with the TJPA Board approved template with the 



 
 

exception of:  1. A provision that allows the tenant rent abatement in the unlikely event of future 
landlord closures of the premises over a long term that are not covered by the tenant’s business 
interruption insurance proceeds. 2. The tenant required a termination right for casualty losses that 
would take longer than 180 days to restore. 3. Because the tenant entity leasing the premises is a 
newly formed partnership, landlord has the right to terminate if landlord is not satisfied with the 
tenant’s financing. 4. Tenant is not offering a guarantee but must supply landlord with evidence 
of its ability to fund the project that is acceptable to landlord. It should be also be noted that 
Lincoln and Colliers have vetted the financial commitment being made by JSSK One, LLC. 5. 
Similar to the leases on the ground floor of the transit center, this lease incorporates non-
exclusive use of the exterior area adjacent to the restaurant for outdoor seating to include 
landscape alterations at landlord’s sole discretion and tenant’s cost. 6. The security language was 
strengthened to obligate the tenant to reimburse for extraordinary security costs as a result of 
violations of the park rules by tenant or its patrons when the park is closed. 7. Finally, the park 
rules were incorporated into the lease.  
  
In that the initial term and rent are both greater than the Policy threshold of ten years and $1.8 
million respectively, the proposed lease transaction is being submitted to the TJPA Board for its 
approval.  
 
RECOMMENDATION: 
 
Authorize the Executive Director to execute a lease agreement with JSSK One, LLC consistent 
with the attached agreement.  
 
ENCLOSURES: 
 

1. Resolution 
2. JSSK One, LLC lease (signed by prospective tenant) 
3.  Lease Analysis Summary 
 

 
  



 
 

TRANSBAY JOINT POWERS AUTHORITY 
BOARD OF DIRECTORS 

 
Resolution No. _____________ 

 
WHEREAS, The Transbay Joint Powers Authority (TJPA) is a joint powers agency 

organized and existing under the laws of the State of California to design, build, and operate the 
Transbay Transit Center Program (Transbay Program); and 
 
 WHEREAS, The TJPA’s construction of the new transit center is nearing completion and 
the TJPA is activating one of the elements of the Program—approximately 100,000 square feet of 
commercial/retail areas located on the ground, second, and park levels; and 
 
 WHEREAS, In March 2017 the TJPA Board authorized an Asset Management Agreement 
(AMA) with a team led by Lincoln Property Company (Lincoln) for the transit center. Lincoln and 
its team member Colliers International (Colliers) are managing the commercial/retail leasing of 
the transit center; and 
 
 WHEREAS, In July 2017 the TJPA Board approved a Retail Merchandising Plan (Plan), 
and authorized the team to begin marketing and negotiations for retail leasing generally consistent 
with the Plan; and 
 
 WHEREAS, In October 2017 the TJPA Board approved a Retail Leasing Policy (Policy) 
authorizing the Executive Director to execute leases that meet certain criteria; and 
 
 WHEREAS, On TJPA’s behalf, the Lincoln team has negotiated lease terms with JSSK 
One, LLC for commercial/retail space on the roof of the transit center; and 
 

WHEREAS, The lease terms are consistent with the Plan; and  
 
WHEREAS, A lease with JSSK One, LLC, a Delaware limited liability company would 

be a favorable transaction for the transit center. It adheres to the Plan’s expectation that the rooftop 
restaurant would be leased to a restaurant operator, and it exceeds the pro forma for net rental 
revenues at the premises; now, therefore, be it 
 

RESOLVED, That the TJPA Board authorizes the Executive Director to execute a lease 
agreement with JSSK One, LLC, a Delaware limited liability company, for certain commercial 
space in the transit center, consistent with the form of lease agreement presented to the Board; and 
be it 

 
FURTHER RESOLVED, That the TJPA Board authorizes the Executive Director to take 

all actions and execute all documents as he deems reasonably necessary to implement and 
effectuate the above approval. 
 
I hereby certify that the foregoing resolution was adopted by the Transbay Joint Powers Authority 
Board of Directors at its meeting of September 12, 2019. 
 
        ____________________________________ 
       Secretary, Transbay Joint Powers Authority 









































































































































































































TJPA - 10yr Comparison Summary
Actual / LOI Pro-Forma Difference

Tenant Status Suite RSF 10-Year Rent TI Cost Base Building ROM Net Suite RSF 10-Year Rent TI Cost Base Building Budget Net Rent TI Cost Base Building Cost Net

Charley's 139 971 $1,669,714 $97,100 $711,884 $860,730 139 971 $1,669,714 $97,100 $300,769 $1,271,845 $0 $0 ($411,115) ($411,115)

Venga 123 691 $752,546 $58,735 $267,620 $426,191 123 691 $752,546 $51,825 $259,443 $441,279 $0 ($6,910) ($8,177) ($15,087)

Fitness SF 207, 208, 212 34,508 $15,887,483 $3,360,200 $2,892,542 $9,634,741 208, 212 32,385 $18,098,814 $2,197,250 $4,084,535 $11,817,030 ($2,211,331) ($1,162,950) $1,191,993 ($2,182,288)

OnSite Dental 216, 218, 220 3,475 $2,987,774 $139,000 $414,047 $2,434,727 216, 218, 220 3,475 $2,390,219 $173,750 $1,009,933 $1,206,536 $597,555 $34,750 $595,886 $1,228,191

Per Diem 131 3,256 $1,960,666 $976,800 $716,194 $267,672 131 3,050 $1,835,654 $977,100 $561,420 $297,134 $125,012 $300 ($154,774) ($29,462)

Philz 100 2,157 $1,854,569 $215,700 $357,309 $1,281,560 100 2,157 $1,298,198 $473,400 $420,859 $403,940 $556,371 $257,700 $63,550 $877,620

Philz 143 1,041 $1,790,085 $104,100 $362,430 $1,323,555 143 1,041 $1,790,085 $104,100 $306,791 $1,379,194 $0 $0 ($55,639) ($55,639)

Kaiser 200 3,996 $2,634,443 $231,688 $513,588 $1,889,167 200 3,996 $2,405,007 $799,200 $576,991 $1,028,816 $229,436 $567,512 $63,403 $860,351

Eddie Rickenbackers 103 2,300 $1,714,213 $287,500 $605,665 $821,048 103 2,090 $1,257,874 $418,000 $397,030 $442,844 $456,339 $130,500 ($208,635) $378,204

Tycoon Kitchen 121 687 $984,461 $68,700 $309,653 $606,108 121 687 $708,812 $68,700 $260,578 $379,533 $275,649 $0 ($49,075) $226,574

Dim Baos 125 & 129 1,877 $1,889,670 $140,775 $311,951 $1,436,944 125 & 129 1,877 $1,936,595 $140,775 $561,466 $1,234,354 ($46,925) $0 $249,515 $202,590

Dama, LLC 107 & 111 2,073 $2,376,462 $182,424 $406,169 $1,787,869 107 & 111 2,073 $2,138,816 $164,200 $557,958 $1,416,658 $237,646 ($18,224) $151,789 $371,211

Foundation Café 141 1,108 $1,905,297 $110,800 $344,500 $1,449,997 141 1,108 $1,905,297 $110,800 $312,554 $1,481,942 $0 $0 ($31,946) ($31,946)

Feve 119 742 $808,089 $74,200 $310,568 $423,321 119 742 $808,089 $74,200 $271,872 $462,017 $0 $0 ($38,696) ($38,696)

JSSK ONE, LLC P-1 4,468 $2,350,990 $1,200,125 $0 $1,150,865 P-1 4,468 $1,843,942 $1,340,400 $329,240 $174,302 $507,048 $140,275 $329,240 $976,563

Total 63,350 $41,566,461 $7,247,847 $8,524,120 $25,794,494 60,811 $40,839,662 $7,190,800 $10,211,439 $23,437,423 $726,799 ($57,047) $1,687,319 $2,357,071

TJPA - Contractual Rent Summary (10 - 15 years)
Actual / LOI Pro-Forma Difference

Tenant Status Suite RSF Contractual Rent TI Cost Base Building ROM Net Suite RSF 10-Year Rent TI Cost Base Building Budget Net Rent TI Cost Base Building Cost Net

Charley's 139 971 $2,708,932 $97,100 $711,884 $1,899,948 139 971 $1,669,714 $97,100 $300,769 $1,271,845 $1,039,218 $0 ($411,115) $628,103

Venga 123 691 $752,546 $58,735 $234,984 $458,827 123 691 $752,546 $51,825 $258,833 $441,888 $0 ($6,910) $23,849 $16,939

Fitness SF 207, 208, 212 34,508 $25,409,966 $3,450,800 $2,892,542 $19,066,624 208, 212 32,385 $18,098,814 $2,428,875 $4,132,013 $11,537,926 $7,311,151 ($1,021,925) $1,239,471 $7,528,697

OnSite Dental 216, 218, 220 3,475 $2,987,774 $139,000 $414,047 $2,434,727 216, 218, 220 3,475 $2,390,219 $173,750 $1,006,866 $1,209,603 $597,555 $34,750 $592,819 $1,225,123

Per Diem 131 3,256 $3,181,568 $976,800 $716,194 $1,488,574 131 3,050 $1,835,654 $915,000 $540,921 $379,733 $1,345,914 ($61,800) ($175,273) $1,108,841

Philz 100 2,157 $1,854,569 $215,700 $357,309 $1,281,560 100 2,157 $1,298,198 $431,400 $418,769 $448,029 $556,371 $215,700 $61,460 $833,531

Philz 143 1,041 $1,790,085 $104,100 $362,430 $1,323,555 143 1,041 $1,790,085 $104,100 $305,872 $1,380,113 $0 $0 ($56,558) ($56,558)

Kaiser 200 3,996 $2,634,443 $231,688 $513,588 $1,889,167 200 3,996 $2,405,007 $799,200 $576,991 $1,028,816 $229,436 $567,512 $63,403 $860,351

Eddie Rickenbackers 103 2,300 $2,781,643 $287,500 $605,665 $1,888,478 103 2,090 $1,257,874 $418,000 $397,030 $442,844 $1,523,769 $130,500 ($208,635) $1,445,634

Tycoon Kitchen 121 687 $1,597,182 $68,700 $309,653 $1,218,829 121 687 $708,812 $68,700 $259,972 $380,140 $888,370 $0 ($49,681) $838,689

Dim Baos 125 & 129 1,877 $1,946,426 $140,775 $311,951 $1,493,700 125 & 129 1,877 $1,936,595 $140,775 $561,466 $1,234,354 $9,831 $0 $249,515 $259,346

Dama, LLC 107 & 111 2,073 $3,855,555 $182,424 $406,169 $3,266,962 107 & 111 2,073 $2,138,816 $164,200 $557,958 $1,416,658 $1,716,739 ($18,224) $151,789 $1,850,304

Foundation 141 1,108 $1,905,297 $110,800 $344,500 $1,449,997 141 1,108 $1,905,297 $110,800 $311,576 $1,482,920 $0 $0 ($32,924) ($32,924)

Feve 119 742 $1,000,396 $74,200 $310,568 $615,628 119 742 $808,089 $74,200 $271,872 $462,017 $192,307 $0 ($38,696) $153,612

JSSK ONE, LLC P-1 4,468 $4,231,598 $1,200,125 $0 $3,031,473 P-1 4,468 $1,843,942 $1,340,400 $329,240 $174,302 $2,387,655 $140,275 $329,240 $2,857,170

Total 63,350 $58,637,978 $7,338,447 $8,491,484 $42,808,047 60,811 $40,839,662 $7,318,325 $10,230,149 $23,291,188 $17,798,316 ($20,122) $1,738,665 $19,516,859

Lease Analysis Summary
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