
State of California California State Transportation Agency 

DEPARTMENT OF TRANSPORTATION  

“Provide a safe, sustainable, integrated and efficient transportation system 

to enhance California’s economy and livability”

M e m o r a n d u m 

To: CHAIR AND COMMISSIONERS  CTC Meeting:  October 19-20, 2016 

CALIFORNIA TRANSPORTATION COMMISSION 

Reference No.: 2.4c.(4) 

Action Item 

From: NORMA ORTEGA Prepared by: Jennifer S. Lowden, Chief 

Chief Financial Officer Division of Right of Way 

and Land Surveys 

Subject: AIRSPACE LEASE APPROVAL WITH THE TRANSBAY JOINT POWERS 

AUTHORITY AND GOLDEN GATE BRIDGE AND HIGHWAY TRANSPORTATION 

DISTRICT 

RECOMMENDATION 

The California Department of Transportation (Department) recommends that the California 

Transportation Commission (Commission) approve airspace lease agreements with the Transbay 

Joint Powers Authority (TJPA) and the Golden Gate Bridge and Highway Transportation District 

(GGBHTD) with the following:   

(1) A 50 percent discount of the Fair Market Lease Rate (FMLR) as an exception to 

existing Commission Resolution G-03-03, which allows a 20 percent discount on the 

FMLR for a public mass transportation facility.  

(2) A 50-year lease term with a yearly fixed escalation rate of 3 percent and no reevaluation 

over the lease term and the ability to sublease with revenue sharing.  

BACKGROUND: 

The Department’s current Airspace lease policy for public entities is based on the California 

Streets and Highway (S&H) Code Section 104.12 (a) and (b), the Government Code Section 

14013, and the Commission Resolution G-03-03.  A Cooperative Agreement was executed on  

July 11, 2003, by the TJPA, the City of San Francisco (City), and the Department (Exhibit A) .  It 

is described in the Cooperative Agreement in the Miscellaneous Provisions that the Department 

will lease airspace pursuant to the Streets and Highways Code Section 104.12 with “input from the 

California Transportation Commission.”   

S&H Code Section 104.12 (b) authorizes “…to accommodate…public mass transit facilities…the 

Department may make the land or airspace available, with or without charge, to a public entity for 

those purposes…”   Commission Resolution G-03-03 sets forth a policy whereby if the 

Department leases airspace to a public entity to fulfill a public purpose, the Department will 

receive FMLR for the property.  Commission Resolution G-03-03 further states if the lease is to a 

public mass transportation agency, the Department may discount the rate by 20 percent from the 

FMLR with Commission approval.  In a letter sent to the Department Director, Malcolm 

Dougherty, dated March 11, 2016 (Exhibit B), and in presentations made to the Commission at the 

August 2016 meeting, TJPA and GGBHTD both maintained the 20 percent discount of FMLR is 

too expensive for their budget.  Both transit organizations are seeking a greater discount than what 
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is reflected in the current Commission Resolution G-03-03.  The Commission also received letters 

in support of approving low or no-cost leases (Exhibit C).  

 

Governor’s Executive Order S3-05 in 2005 requires the State reduce statewide greenhouse gas 

(GHG) emissions at 80 percent below 1990 levels by 2050.  Assembly Bill 32, the California 

Global Warming Solutions Act of 2006, requires California to reduce its GHG emissions to 1990 

levels by 2020.  Governor’s Excecutive Order B30-15 in 2015 requires the State to remain on a 

path to meet the 2050 target set forth in Governor’s Executive Order S3-05 by reducing GHG 

emissions to 40 percent below 1990 levels by 2030.  By eliminating the 20-mile round trips to the 

current East Bay bus storage yard, each bus saves 0.03 tons (60 pounds) of carbon dioxide (CO2).  

When calculated on yearly basis, this equals over 1,500 tons of CO2 for 140 buses.  Without the 

State’s property, AC Transit would be forced to continue operations at their East Bay storage and 

maintenance facility thus not maximizing the aggregrate capacity of this transit-based operation to 

contribute to the State’s GHG reduction targets.  Furthermore, transit operations will likely be less 

reliable due to traffic congestion delays.  The proposed bus parking/storage structure, a component 

of the Transbay Transit Center, is a benefit to the Bay Area’s transit oriented transportation 

modality.  It is projected that transit ridership will increase while the need for personal vehicles 

will decrease within the community.   

 

There are two parcels identified (Exhibits D and E).  TJPA proposes to lease one (with a sublease 

to AC Transit) and GGBHTD currently leases the second and is requesting an amendment to the 

existing long term lease.  The GGBHTD lease was executed November 2010 at the 20 percent 

discount with standard language including five-year lease reevaluation, consumer price index 

(CPI) increases and sublease terms.  The Department did not bring the lease before the commission 

for approval as required by Comission Resolution G-03-03.  The Department acknowledges the 

error and has taken action to ensure the approval process is followed in the future.  A  statewide 

transit lease review determined no other transit lease exists at less than FMLR.  Additionally, a 

review of current Airspace policy and procedures for potential improvements or clarification is 

underway.   

 

A recent FMLR survey found  the TJPA parcel was found to be $1.35/square foot/month.  The 

GGBHTD parcel is slightly lower at $1.14/square foot/month.  These are very close to the winning 

bid at the 2013 public auction  for the TJPA parcel.   

 

GGBHTD seeks an amendment to increase the term of the lease to 50 years through 2066 with a 3 

percent yearly escalation and no re-evaluation every five years.  TJPA seeks the same terms as 

GGBHTD.  The attached spreadsheet provides the comparison of the current lease rates, the 

undiscounted FMLR, the 20 percent discounted FMLR, and the 50 percent discounted FMLR 

(Exhibit F).   

 

Lease rates in the City over the past 20 years have been volatile (Exhibit G).  Prior to construction 

of the Bay Bridge west approach, there were 15,000 to 20,000 parking spaces.  Currently, there are 

approximately 5,000 with no change in demand.  The reduced availability of parking is due in 

large part to the current lease to GGBHTD and eight parcels transferred to TJPA for the new 

Transbay terminal.   
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S&H Code Section 104.12 (a) authorizes the department “…to lease to public agencies … for any 

term not to exceed 99 years…”  A 50-year lease term was requested by TJPA and GGBHTD and 

will support the $20 million investment for improvements to be made for Transbay purposes.  

Once developed, these parcels will not be leased out again unless TJPA and GGBHTD abandon 

them.  Due to changes in transportation, the airspace lease would contain restrictions specifying 

the use of the parcels and if such use changes, the terms of the lease would require renegotiation.  

The Department would conduct, at least annually, inspections confirming compliance with the 

terms of the lease.   

 

The primary planned use for the TJPA and GGBHTD parcels is for bus storage.  The proposed 

leases would include terms allowing for sublease of the space for “off-hours” parking and 

commercial uses.  This secondary use would generate revenue from the parcels.  It is proposed the 

gross revenues from the “off-hours” parking and commercial uses would be split by 

TJPA/GGBHTD and the Department at a ratio of 60:40 with the 60 percent allocated to 

TJPA/GGBHTD to defer the parking management costs incurred, if so they choose.  Secondary 

parking use would potentially generate additional revenues for TJPA, GGBHTD and the 

Department should TJPA and/or GGBHTD choose to exercise the terms.     

 

SUMMARY 

 

Executing long term leases with TJPA and GGBHTD will enhance the City’s downtown area by 

creating a more livable, transportation friendly neighborhood.  Transportation is the State’s largest 

aggregrate source of GHG emissions accounting for nearly 40 percent of all carbon based 

pollutants.  Existing Governor’s Executive Orders and State laws call for gradually reducing GHG 

over coming decades through a series of actions.  While there are other possible tenants that may 

lease these parcels at FMLR, it is in the Department’s best interest to authorize the execution of 

leases with TJPA and GGBHTD, as the State will have a secure, long-term tenant and benefit from 

an anticipated reduction in GHG emissions, moving the State closer to mandated GHG reductions.  

The Department, therefore, requests approval to authorize the exception to Commission Resolution 

G-03-03 and accept a 50 percent FMLR discount lease including a 50-year term, 3 percent annual 

escalation factor with no reevaluation over the lease term, and the ability to sublease with revenue 

sharing.  

 

 

Attachments  

  

Exhibit A: TJPA Cooperative Agreement - July 11, 2003 

Exhibit B: Letters of support from Lt. Governor Gavin Newsom and California Legislature  

Exhibit C: Transit Letter to Caltrans Director, Malcolm Doughterty - March 11, 2016  

Exhibit D: TJPA Right of Way Lease Area Map 

Exhibit E: GGBHTD Right of Way Lease Area Map 

Exhibit F: FMLR Lease Comparison 

Exhibit G: 20-Year Rent History 
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March 11, 2016 

Malcolm Dougherty, Director      

California Department of Transportation 

1120 N Street 

P. O. Box 942873 

Sacramento, CA  94273-0001 

Re: Lease Area No. 04-SF-BT-04 (AC Transit) and  

Lease Area No. 04-SF-BT-05 (Golden Gate Transit) 

Dear Mr. Dougherty: 

We write seeking your assistance with a matter of great financial importance to our agencies, and 

one with major implications for the prime economic driver of the Bay Area economy - San 

Francisco. Our buses remove thousands of cars from Bay Area freeways every day playing a pivotal 

role in reducing both congestion and green house gas emissions. The economics and environmental 

benefits of this bus service are enhanced with affordable mid-day bus storage in downtown San 

Francisco. We ask that the rental rate for parking these buses on Caltrans’ property under the 

elevated freeway be set at a rate that covers Caltrans’ administrative cost of managing the parcels. 

Fifteen years ago, then Governor Davis instructed Caltrans staff regarding transfer of lands in San 

Francisco to facilitate construction of the Transbay Terminal, including parcels of land under the I-

80 approach to the Bay Bridge for use as bus storage by AC Transit and Golden Gate Transit. 

Golden Gate Transit has occupied its San Francisco Mid Day Bus Storage Lot, under a long term 

Lease with Caltrans, since 2011. 

Lease discussions with Caltrans staff, the Transbay Joint Powers Authority and AC Transit on the 

parcel designated for AC Transit bus storage are currently underway. The AC Transit parcel will 

also provide access to the Transbay Transit Center (TTC) for Muni, Amtrak buses and emergency 

vehicles. 

Collectively, our transit agencies benefit the Bay Area and San Francisco economy by delivering 

thousands of commuters to work in San Francisco, taking thousands of daily vehicle trips off Bay 

Area highways, reducing congestion and reducing green house gas emissions.  

 The monthly lease payment proposed by Caltrans for the AC Transit parcel is $135,550 

($1,626,600 annually).  The proposed rent arguably reflects the current over heated real estate 

market in San Francisco. It does reflect the 20% public transit discount allowed by California 

Transportation Commission Resolution G-03-03. Any lease rate proposed for the AC Transit parcel 

would also apply to the rent of the Golden Gate Transit bus storage lot, as a rent adjustment is due 

this December.  
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The proposed lease payment eliminates any financial benefit to AC Transit of having a bus storage 

facility in San Francisco. The proposed lease costs would increase AC Transit’s Transbay service 

costs by approximately $96,000 per month, or $1.15 million annually. At that point, it makes no 

financial sense for AC Transit to use the bus storage facility. Its only viable option is then to 

maintain current operations and deadhead 98 trips daily; 25,500 trips on an annual basis across the 

Bay Bridge. The environmental benefits and vehicle miles traveled savings of a bus storage facility 

in San Francisco, approximately 366,000 miles annually, would not be realized.   

Golden Gate Transit would likewise be unable to sustain an increase in rent of this magnitude. The 

costs of deadheading the 85 buses now parked in San Francisco back to San Rafael instead would 

be well in excess of $2 million annually.  Adding all of these AC Transit and Golden Gate Transit 

bus trips to the street and freeway network would negatively impact traffic, the economic boom 

underway in the City, as well as negatively impact the state’s green house gas reduction goals.    

There are many more very real advantages that would be unrealized if AC Transit cannot move 

ahead with it bus storage facility in San Francisco.  For example, AMTRAK and SFMTA would not 

realize efficiencies by accessing the TTC using the dedicated ramps from the AC Transit bus 

storage lot.  SFMTA would not realize operational savings and environmental benefits by 

eliminating daily dead head trips to Treasure Island. 

We recognize that Caltrans staff is following the Commission’s policy in Resolution G-03-03.  We 

ask the Department to relieve both of our sister transportation agencies from the requirement to pay 

fair market rent.   

Our request is supported by state and federal law, both of which permit Caltrans to lease the parcel 

without charge, or federal approval, to a public transportation agency for a public transportation 

purpose (CA S&H Code § 104.12; 23 CFR § 710.405 (c)).   

We refer back to AB 1419, passed on September 14, 2001, but subsequently returned by Governor 

Davis wherein he directed the Department with respect to the bus storage parcels to grant easements 

to the TJPA for use of the parcels for bus storage and other ancillary uses 

“….without cost or charge, and the department may not require the authority to 

refund or reimburse any of the department's costs or lost revenues derived from or 

related to the easement area.” 

While then Governor Davis returned AB 1419 to the Legislature without his signature due to 

concerns that it might affect the efforts to seismically retrofit the west approach to the San 

Francisco-Oakland Bay Bridge, in so doing he expressed his support for the TTC project generally 

and acknowledged that Caltrans already was authorized to make the property transfers contemplated 

by the bill. As part of his veto message he stated:  

“….Accordingly, I am directing Caltrans to initiate procedures to transfer the 

property administratively with the necessary protections for the State that will allow 

an important regional transportation improvement to proceed.” 
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In our view, the Governor’s direction to proceed administratively to accomplish the goals outlined 

in the legislation is exactly what we are asking the Department to do at this time.  

In addition, we note that the March 2002 version of the Caltrans Airspace Agreements for Public 

Entities for New Mass Transit Facilities for Traffic Congestion Relief, Updated Pilot Guidelines, 

proposed only a nominal rent of $2,000 per year “if the mass transit agency can demonstrate there is 

a direct benefit to congestion relief for a particular proposed project”. A “Downtown Bus Parking 

Facility that Permits Easier Access and Convenience for Patrons” is identified in these Guidelines 

as a direct benefit justifying the nominal rent.  

Thus, at approximately the same time Resolution G-03-03 was adopted, Caltrans recognized that 

certain airspace parcels should be treated differently when such use supported overall State goals to 

reduce greenhouse gases by encouraging the development of mass transit systems. 

In our view, the existing legal authority, the legislature’s and Governor’s clear intention, and the 

2002 Caltrans Guidelines, all set forth a supportable policy basis for treating the parcels in question 

differently than other airspace properties Caltrans leases at fair market value.  

In the end, the TJPA and AC Transit’s interest in this whole matter is to find a way to facilitate the 

completion of the TTC - a project supported by both the State and Federal governments – in a 

manner that makes economic sense to the District as a primary tenant of the new facility. Similarly, 

having to eliminate the Golden Gate Transit and AC Transit San Francisco bus storage facilities due 

to rents unsupportable in public transit agencies’ budgets, would be shortsighted and result in  

negative publicity. 

The purpose of the Transbay Transit Center project is to support public transportation and relieve 

congestion on the East Bay – San Francisco corridor. The bus storage facilities of both Golden Gate 

Transit and AC Transit have always been an integral part of the TTC project.  

The designs for the Bus Storage Facility are nearly complete and we do not want the lease issue to 

cause any delay to its construction. In order for the Facility to open in time for the December 2017 

Terminal opening, the Transbay Joint Powers Authority needs to award a construction contract in 

June 2016. To do that, we will need a resolution on this issue by the end of March and so we 

appreciate your timeliness in response.   
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We thank you for your consideration. AC Transit and TJPA look forward to discussing this further 

with you in person at your earliest convenience. 

Yours truly, 

Michael A. Hursh Denis J. Mulligan 

General Manager General Manager 

AC Transit  Golden Gate Bridge Highway and 

Transportation District  

Ed Reiskin  David B. Kutrosky 

Director of Transportation Managing Director 

San Francisco Municipal Transportation Agency Capitol Corridor Joint Powers Authority 

cc: Mr. Will Kempton, Executive Director, California Transportation Commission 

Ms. Yvonne B. Burke, Member, Committee on Mass Transportation/CTC 

Mr. Carl Guardino, Member, Committee on Mass Transportation/CTC 

Mr. Steve Heminger, Executive Director, Metropolitan Transportation Commission 

Ms. Ayerdi-Kaplan, Executive Director, Transbay Joint Powers Authority 

Mr. Mike Duman, Chief Operating Officer, Federal Highway Administration, CA Division 

Mr. Bijan Sartipi, District Director, Caltrans District 4 

Mr. Michael Rodrigues, Chief, Real Property Services, Caltrans Division of Right of Way 

Mr. Brian Kelly, Secretary of Transportation, California State Transportation Agency 
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Exhibit F

Public Transportation Entity
Current Lease 

@$1.27/sf/mo. 

FMLR 

@$1.35/sf/mo

FMLR @20% 

Discount

FMLR @50% 

Discount

TJPA Site
Per Month $135,230 $143,748 $114,998 $71,874

Per Year $1,622,755 $1,724,976 $1,379,981 $862,488

Current Lease 

@$0.40/sf/mo. 

FMLR Lease 

@$1.14/sf/mo

FMLR @20% 

Discount

FMLR @50% 

Discount

GGBHTD Site
Per Month $46,580 $132,753 $106,202 $66,377

Per Year $558,960 $1,593,036 $1,274,429 $796,518

Airspace Lease Analysis - Transbay Terminal
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