
 
 

STAFF REPORT FOR CALENDAR ITEM NO.:  9 
FOR THE MEETING OF:  October 14, 2021 
 
 

TRANSBAY JOINT POWERS AUTHORITY 
 
BRIEF DESCRIPTION:  
Authorize the Interim Executive Director to execute two lease agreements with Barebottle 
Brewing Company, Inc, a California corporation.  The lease agreements are for the main plaza 
space in Salesforce Park, known as space number P-02 to provide food and beverage services in 
the park, and for a space under the main escalators of the Grand Hall, known as space number 
147 to provide food and beverage service in the Grand Hall. 

EXPLANATION: 
The TJPA, through its asset manager Lincoln Property Company and its broker, Colliers, have 
advertised as available the spaces known as P-02 (main plaza space in Salesforce Park) and 147 
(space under the main escalators of the Grand Hall) for food and beverage services.  Three 
potential operators expressed interest in these spaces in 2019 and best and final offers were 
solicited from each of them which were under consideration in early 2020.  After the COVID-19 
Shelter-in-Place order was imposed by the City and County of San Francisco in March of 2020, 
all three bidders retracted their offers to lease the spaces.  Since that time, our brokerage and 
asset management team went back on market and secured a letter of interest from Barebottle 
Brewing Company, currently operating in the Bernal Heights neighborhood.  Negotiations 
ensued over the course of the past year, resulting in the leases herein presented for space P-02 
and 147.   
 
The terms and conditions of the leases are consistent with the Retail Leasing Policy adopted by 
the TJPA Board in October 2017.  The definition of premises regarding the space P-02 is slightly 
larger than originally anticipated in the original Merchandising Plan, in order to accommodate 
not only the rectangular nature of the container units to house the operation (vs. a circular pad 
originally envisioned), but with springing options to expand premises which facilitates beer and 
wine service to licensed special events.  This ensures the TJPA receives a fair share of food and 
beverage concession revenues associated with any special events.   
 
Barebottle is a local corporation, with its main facility located in Bernal Heights at 1525 
Cortland Avenue.  It was founded by three Cornell graduates out of their bay area homes 
initially, which led to award-winning brews and the formation of Barebottle brewery.  They now 
have a second location in Santa Clara. During the pandemic, the company demonstrated 
resilience by successfully pivoting to meet market needs while operating within the health 
guidelines issued by San Francisco and Santa Clara County with zero staff layoffs. 
 
Key Business Terms 
 
The following summarizes the key business terms of the two proposed commercial/retail leases 
with Barebottle Brewing Company.    
The concept for both spaces is locally brewed beer and natively fermented wine with a light-bite 
menu that complements, but does not compete with, menus of our ground floor restaurant 
tenants.  
It should be noted that the capital investment to make the spaces feasible, particularly the rooftop 
park space, is extraordinary, due to the following conditions: 



 
 

• Limited infrastructure is provided by TJPA – only access to power, water and sewer 
under the park deck and adjacent to the space within the Grand Hall. 

• Constructability for the main plaza location is very challenging (craning of container 
units required, along with robust structural analysis). 

• Location in the Grand Hall under escalators, while ideal for TJPA so as not to impose 
upon pedestrian traffic flows, is not ideal from a marketing perspective. 

• No tenant improvement allowance is offered for the Grand Hall space. 
• Only a modest tenant improvement allowance is offered for space P-02. 
• No base building improvements are contemplated by TJPA in either location. 

 
When comparing the two proposed leases to pro-forma from 2017 for the two spaces, we have 
the following: 
 

 Base Rent Over 
Initial Term 

Initial Term TI 
Allowance 

Base 
Building 
Estimate 

Net 
Income 

Pro-forma 
(Combined) 

$3,500,000 10 ($120,000) ($201,000) $3,179,000 

Leases 
(Combined) 

$2,050,000 is 
estimated % rent 

based on assumed 
slow recovery 
downtown* 

10 ($385,000) -0- $1,665,000 

*Ordinarily, comparisons of rental income to pro-forma would be based solely 
on base rent, without consideration of percentage rent.  Given the proposed leases are 
pure percentage rent agreements, the conservatively estimated anticipated percentage rent 
income is used here for comparison purposes. 

 
The rent structure for both spaces is percentage rent only; there is no committed base rent. While 
committed rents are $0 and the anticipated percentage rents are less than the pro-forma, staff and 
Colliers recommend the lease. It is consistent with current actual market data for such operations. 
The three initial bids for the space, all tendered and developed prior to the onset of the COVID-
19 pandemic (and since retracted), all contemplated percentage rent transactions with no base 
rent owed during the initial term of lease.  
 
The tenant improvement allowance for Space P-02 of $385,000 consists of two elements.  An 
amount of $325,000 is intended to mitigate the fact that the tenant’s provision of wine service in 
the park requires more infrastructure, pursuant to California Department of Alcoholic Beverage 
Control (“ABC”) regulations, than that required for just beer service.  Actual capital costs are 
estimated to be in excess of $500,000 for the container units and other required refrigeration and 
storage within the container units, which will be placed on the park level.  These container units 
are likely to be titled as personalty, owned by the vendor, and must be removed by the vendor 
upon lease termination.  The lease does facilitate a process for the vendor to leave the 
improvements on the park upon lease termination if mutually desired. 
 
The lease for Space P-02 also includes a tenant improvement allowance of $60,000 as a cost-
sharing arrangement for dedicated restrooms should they be required by regulatory review.  
TJPA and consultant staff have reviewed this issue carefully and are confident that existing 
restroom facility locations are sufficient and proximate enough to meet this particular code 
requirement.  Tenant desired to include this provision in the unlikely event that regulatory 



 
 

requirements are modified before permit application.  The amount of fiscal commitment from 
TJPA of $60,000 is shown in the table above, but given these circumstances it is unlikely that 
tenant will be required to effect such improvements and, thus, the TJPA’s obligation is likely to 
be reduced accordingly. There is no tenant improvement allowance for space 147.   
 
The structure of TJPA’s payment of the tenant improvement allowance for space P-02 has been 
creatively developed, to ensure that TJPA expenses associated with this lease are paid from net 
revenues.  If net revenues are insufficient to cover the expenses during the stated payback period 
of six (6) years, the TJPA’s remaining unpaid balance of tenant improvement allowance will be 
waived.  If the lease is terminated early for any reason other than a default by TJPA, the 
remaining unpaid balance of tenant improvement allowance will be waived.   
 
Significant time has been spent working collaboratively with the Barebottle team on schematic 
design, premises definition (mostly for liquor license purposes) and structural engineering 
impacts of placing two container units on the rooftop park in the main plaza.  Although TJPA’s 
Phase 1 construction team is confident that the container unit proposal does not compromise the 
integrity of the facility, we have reserved the right in the lease to provide final approval of 
structural analysis to ensure placement of such improvements does no harm to the Salesforce 
Transit Center. 
 
The operators intend to use their existing 23D liquor license (or amend it as required by Bureau 
of Alcoholic Beverage Control), which can be extended to up to six satellite locations beyond 
their headquarters location in Bernal Heights.  There will be a $25,000 combined security deposit 
associated with the leases, which is approximately two months initial anticipated rent.  
Percentage rent will commence upon opening which is anticipated approximately 90 days after 
turnover from TJPA to the tenant. 
 
Upon full execution of the lease, both spaces will be delivered immediately to tenant and tenant 
will begin its construction when permits are received.  Opening of both facilities is projected to 
be Spring 2022. 
 
In that these leases are pure percentage rent transactions without a base rent obligation, the 
proposed leases are being submitted to the TJPA Board for its approval.  
 
RECOMMENDATION: 
Authorize the Interim Executive Director to execute two lease agreements with Barebottle 
Brewing Company, Inc., consistent with the attached documents.  
 
ENCLOSURES: 
 

1. Resolution 
2. Barebottle Brewing Company lease for space P-02 in Salesforce Park 
3. Barebottle Brewing Company lease for space 147 in Grand Hall 
 

 
  



 
 

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 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, Space P-02 is a food and beverage opportunity space located in the main plaza 
of Salesforce Park and available for lease, and space 147 is located under the main escalators in 
the Grand Hall of Salesforce Transit Center and available for lease; both spaces have been on the 
open market available for lease for over two years; and 
  
 WHEREAS, Barebottle Brewing Company, Inc. approached TJPA seeking to negotiate 
leases for both space P-02 and space 147; and 
 
 WHEREAS, TJPA staff, Colliers and Lincoln (TJPA Asset Managers) negotiated with 
Barebottle Brewing Company to secure leases for space P-02 and space 147 in the Salesforce 
Transit Center for commercial/retail purposes (“Leases”); and 
 

WHEREAS, The Leases do not match the pro forma rental assumptions developed in 2017 
for the spaces; nonetheless, brokers for TJPA, Colliers, have stated the negotiated percentage rent 
transactions meet or exceed current market conditions, present limited capital risk for TJPA 
because the tenant improvement allowance is repaid from net revenues to TJPA and there is no 
base building cost contribution, and serve the overall interest in continuing to activate space in the 
transit center; now, therefore, be it 
 

RESOLVED, That the TJPA Board authorizes the Interim Executive Director to execute 
the Leases with Barebottle Brewing Company, Inc. for certain retail/commercial space in the 
transit center, consistent with the forms presented to the Board; and be it 

 
FURTHER RESOLVED, That the TJPA Board authorizes the Interim Executive Director 

to take all actions and execute all documents as they deem 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 October 14, 2021. 
 
 
       _________________________________________  
      Interim Secretary, Transbay Joint Powers Authority 
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Working through brokerage team at Colliers, 
expressions of interest in Main Plaza of Salesforce 
Park and in Grand Hall were received from three 
parties in 2019

Negotiations ensued but after the March 2020 
Shelter-in-Place order, all three interested parties 
retracted their offers

Solicitation process was restarted, yielding the 
leases with Barebottle Brewing Company now 
before the TJPA Board for consideration

Review of Solicitation Process
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Two leases have 
been negotiated 
– one for Main 
Plaza of 
Salesforce Park 
(P-02), and one 
for space under 
escalators in 
Grand Hall (suite 
147)

Lease Locations
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Each lease is an initial term of 10 years with one 3-
year extension option.

Each lease is a percentage lease with no base 
rental payment owed.  TJPA will secure 10% of 
gross revenues from each location.

Barebottle will be advancing substantial capital 
investments to both spaces (in excess of $500,000 
combined), including production and installation of 
container units to the rooftop park location, a build-
out under the escalators of the Grand Hall, and 
specialty mobile carts to serve other portions of the 
park.

Key Deal Points
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 Space P-02 lease has been creatively developed to 
ensure Tenant Improvement Allowance of up to 
$385,000 is reimbursed via net revenues from the 
project over up to six years

 Space P-02 lease also has springing options to 
facilitate Barebottle Brewing Company to serve 
special events in the entire Main Plaza as well as in 
the Lawn & Salesforce Amphitheater and Stage –
an opportunity for TJPA to capture 10% of future 
Food & Beverage sales associated with special 
events

 Projected opening is Spring 2022

Key Deal Points, continued
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Conceptual View of Main Plaza location
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Conceptual View of Grand Hall location



Questions
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