
THIS STAFF REPORT COVERS CALENDAR ITEM NO.: 9 
FOR THE MEETING OF:  September 29, 2008 
 

TRANSBAY JOINT POWERS AUTHORITY 
 
 
BRIEF DESCRIPTION: 
 
Approve AC Transit Lease and Use Agreement. 
 
SUMMARY:   
 
The Staff has negotiated a Lease and Use Agreement for the Temporary Terminal and the 
new Transit Center with AC Transit.  The AC Transit Board of Directors approved the 
Agreement on September 10, 2008.  The Agreement sets forth the parties’ rights and 
obligations up to the year 2050 with respect to: (a) AC Transit’s bus operations in the 
Temporary Terminal and the new Transit Center; (b) AC Transit’s contribution of annual 
Operating Costs for the Temporary Terminal and Transit Center; and (c) AC Transit’s 
Capital Contribution to build the Transit Center in the sum of $57,000,000.   
 
REPORT: 
 
As part of the Transbay Program, the TJPA will design, build, own, and operate a 
Temporary Terminal at Main, Howard, Beale, and Folsom Streets (“Temporary Terminal”) 
and a new Transbay Transit Center at First and Mission Streets (“Transit Center”).  The 
Transit Center will include, among other things, additional and modern passenger bus 
facilities and rail platforms and facilities.  The TJPA will operate and maintain the Transit 
Center for accommodation and development of regional and intercity bus and commuter and 
intercity rail transportation and commerce. 
 
AC Transit provides bus services between Alameda and Contra Costa counties and the City 
& County of San Francisco.  Under the Program, AC Transit will make the Temporary 
Terminal and the Transit Center the point of destination/departure for its bus services in San 
Francisco.  AC Transit will be the TJPA’s only Primary Tenant in the Temporary Terminal 
for the five-year life of the Temporary Terminal, and will be the primary bus tenant in the 
Transit Center from its planned opening in 2014 until Caltrain begins service in 2018. 
  
The TJPA staff and AC Transit staff have negotiated a comprehensive agreement that will 
control AC Transit’s bus operations in the Temporary Terminal and the Transit Center 
through at least the year 2050.  The attached AC Transit Lease and Use Agreement 
(“Agreement”) sets forth all the rights and obligations of the parties with respect to the two 
facilities.  The significant provisions of the Agreement are as follows:   
 
 
 
 



 
Other Primary Tenants 

Before opening the Transit Center, the TJPA will negotiate an amendment to the Agreement 
adding the San Francisco Municipal Transportation Agency (“MUNI”) and the Peninsula 
Corridor Joint Powers Board (“Caltrain”) as Primary Tenants for the lease and use of the 
Transit Center.  If the Agreement is amended to add Primary Tenants, AC Transit will be 
entitled to the same terms and conditions included in any agreement between the TJPA and 
any new Primary Tenant.     
 

 
Term 

The term of the Agreement extends from AC Transit’s first occupancy of the Temporary 
Terminal in late 2009 through 2014, when AC Transit is scheduled to move into the Transit 
Center, and continues until 2050.  The term can be extended for 10-year periods by mutual 
agreement. 
 

 
Exclusive Use Space 

The TJPA will be responsible for the cost of AC Transit’s tenant improvements in the space 
designated for AC Transit’s exclusive use in the Temporary Terminal and the Transit Center 
(“Exclusive Use Space”).  After AC Transit begins occupancy of the Temporary Terminal 
and Transit Center, AC Transit shall control its bus operations and be responsible for the 
improvements in its Exclusive Use Space.  If AC Transit does not require all of its 
Exclusive Use Space for its bus operations, AC Transit may sublease space to other transit 
providers.  AC Transit shall not unreasonably object to the TJPA’s request that AC Transit’s 
accommodate other public transit providers as Subtenants in its surplus Exclusive Use 
Space. 
 
If Greyhound moves from the Temporary Terminal or Transit Center, AC Transit shall have 
the right to occupy the vacant space.  If AC Transit declines the added space, the TJPA may 
lease the space to other transit providers.   
 

 
Operating Costs 

AC Transit will be the TJPA’s primary tenant in the Temporary Terminal for the five-year 
expected life of the Temporary Terminal.  Accordingly, AC Transit will pay the Operating 
Costs of the Temporary Terminal that exceed the TJPA’s revenues for the Temporary 
Terminal.  The costs to AC Transit should be zero, however, because revenues from RM2 
tolls, a lease of a portion of the Temporary Terminal to Greyhound, and advertising 
revenues are expected to exceed the Operating Costs.  The parties have agreed that a portion 
of the excess revenues from the Temporary Terminal will be used to fund an Operating 
Reserve, which will contain at least $1,250,000 by the fifth year of operation of the 
Temporary Terminal.  The Operating Reserve will be rolled over to the Transit Center 
Operating Reserve when AC Transit moves to the Transit Center.   
 
AC Transit’s share of Operating Costs for the Transit Center will be higher than for the 



Temporary Terminal.  The TJPA is required to apply all revenues from RM2, retail 
concessions and other tenants in the Transit Center, and other grants-in-aid to operating 
expenses before looking to AC Transit for payment of operating costs.  The parties have 
projected that AC Transit’s likely annual payment for Operating Costs for the Transit Center 
will be approximately $70,000 per year.   When Caltrain commences operations in the 
Transit Center, AC Transit’s annual share of Operating Costs will increase because the RM2 
subsidy for Operating Costs will be spread between AC Transit and Caltrain.   
 
While the TJPA Board will have final authority to adopt an operating budget for the 
Temporary Terminal and the Transit Center, the TJPA staff is required to meet with AC 
Transit to attempt to resolve any conflict concerning the proposed budget before Board 
action on the budget. 
 

 
Capital Contribution 

AC Transit has committed to contribute $57,000,000 in 2011 dollars to the capital cost of 
the Transit Center.  Although the parties have agreed on a schedule of estimated payments 
of particular amounts, the Agreement grants AC Transit flexibility to determine the amount 
and timing of its Capital Contribution payments, as long as it pays the Capital Contribution 
in full by 2050.   
 
The parties anticipate that AC Transit will use grant funds to pay the first $38,000,000 of its 
Capital Contribution in lump sums of varying amounts from 2009 to 2014 (“Lump Sum 
Payments”).  AC Transit expects to pay the remaining $19,000,000 when it begins bus 
service in the Transit Center in 2014 through 2032 by imposing Passenger Facilities 
Charges (“PFCs”) on its passengers traveling to and from San Francisco.  AC Transit has 
proposed a PFC of $.25 per trip, to be increased by $.05 every three years, until AC 
Transit’s total Capital Contribution is paid (“Annual Payments”).  If AC Transit is unable to 
pay the full amount of any estimated Lump Sum or Annual Payment, then AC Transit will 
pay the outstanding balance through collection of PFC revenue after 2032.  AC Transit may 
prepay all or part of its Capital Contribution, as long as the total payment equals 
$57,000,000 in 2011 dollars, applying a discount rate of 4.5%. 
 
From and after the fifth anniversary of the date of final completion of Phase II (Rail 
Extension to the Transit Center), any unpaid balance of AC Transit’s Capital Contribution 
may be offset by any Tax Increment revenues from State-Owned Parcels in excess of the 
amount necessary to retire the TJPA’s debts secured by Tax Increment. 
 

 
Capital Improvements 

The TJPA will prepare and update annually a 10-Year Capital Improvement Plan identifying 
the Capital Improvements needed to keep the Transit Center in a state of good repair.  The 
Capital Improvements shall be funded from the Capital Reserve Fund.   
 
The TJPA shall seek external sources of funds to fund the Capital Reserve Fund.  If external 
sources of funds are not available to fund the Capital Reserve Fund, however, the TJPA 



shall seek funds from the Primary Tenants based on the proportion of their Exclusive Use 
Space to the total Exclusive Use Space of the Transit Center or from issuance of debt or 
other financing mechanisms.  
 

 
Rules and Regulations 

The TJPA Board may adopt reasonable rules and regulations, consistent with and 
supplementing the provisions of the Agreement, to govern AC Transit’s use of the 
Temporary Terminal and the Transit Center.   
 
RECOMMENDATION: 
 
The Staff recommends that the Board authorize the Executive Director to execute the AC 
Transit Lease and Use Agreement attached to this report.   
 
ENCLOSURES: 

 
1. AC Transit Lease and Use Agreement Between TJPA and AC Transit 
2. Resolution 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



 
 

TRANSBAY JOINT POWERS AUTHORITY 
BOARD OF DIRECTORS 

 
Resolution No. ___________ 

 
 

WHEREAS, The Transbay Joint Powers Authority (TJPA) will design, build, own, and operate a 
Temporary Terminal at Main, Howard, Beale, and Folsom Streets (Temporary Terminal) and a new 
Transbay Transit Center at First and Mission Streets (Transit Center)
 

; and  

WHEREAS, The Transit Center will include modern passenger bus facilities, and rail platforms and 
facilities.  The TJPA will operate and maintain the Transit Center for the promotion, 
accommodation, and development of regional and intercity bus and rail transportation and 
commerce; and 

 
WHEREAS, AC Transit provides commuter bus services between Alameda and Contra Costa 
Counties and the City and County of San Francisco using the existing Transbay Terminal; and 

 
WHEREAS, AC Transit wishes to make the Transit Center the future point of destination/departure 
for its bus services in San Francisco; and 

 
WHEREAS, In April 2004, the Transbay Terminal/Caltrain Downtown Extension/ 
Redevelopment Project FEIS/EIR (SCH #95063004) was certified by the City and County of San 
Francisco, the Peninsula Corridor Joint Powers Board, and the San Francisco Redevelopment 
Agency.  No revisions to the Final EIS/EIR are required for the TJPA to enter into an agreement 
with AC Transit to govern AC Transit’s bus operations in the Temporary Terminal and Transit 
Center due to new or substantially increased significant environmental effects because of substantial 
changes in the Program, substantial changes with respect to the circumstances under which the 
Transbay Transit Center Program would be undertaken, or significant new information; and 
 
WHEREAS, The TJPA must recover the costs of operating the Transit Center from transportation 
service providers using and occupying the Transit Center after first applying revenues from all other 
possible sources of funding for Transit Center operations, including concession revenues, external 
revenues, and other grants-in-aid obtained from other sources; and 

 
WHEREAS, The TJPA has the right to lease portions of and to grant the right to use the Temporary 
Terminal and the Transit Center, and has full power and authority to enter into an Agreement for AC 
Transit’s lease and use of the Temporary Terminal and Transit Center; and 

 
WHEREAS, TJPA staff and AC Transit have negotiated terms and conditions for AC Transit’s 
occupation and use of the Temporary Terminal and the Transit Center as a Primary Tenant as set 
forth in the Agreement entitled “AC Transit Lease and Use Agreement” (Agreement).  The 
Agreement sets forth the parties’ rights and obligations up to the year 2050 with respect to: (a) AC 
Transit’s bus operations in its Exclusive Use Space in the Temporary Terminal and the Transit 
Center; (b) AC Transit’s sublease of its Exclusive Use Space in the Temporary Terminal and Transit 
Center; (c) AC Transit’s contribution of annual Operating Costs for the Temporary Terminal and 
Transit Center; (d) AC Transit’s Capital Contribution to build the Transit Center in the sum of 
$57,000,000 in 2011 dollars; and (e) the timing of AC Transit’s move from the Transbay Terminal to 
the Temporary Terminal and from the Temporary Terminal to the Transit Center; and 



 
WHEREAS, The TJPA and AC Transit anticipate that the Agreement may be amended in the future 
to add MTA and PCJPB as additional Primary Tenants of the Transit Center and additional parties to 
the Agreement; now, therefore, be it 

 
RESOLVED, That the TJPA Board authorizes the Executive Director to execute the AC Transit 
Lease and Use Agreement dated September 10, 2008 governing: (a) AC Transit’s bus operations in 
its Exclusive Use Space in the Temporary Terminal and the Transit Center; (b) AC Transit’s 
sublease of its Exclusive Use Space in the Temporary Terminal and Transit Center; (c) AC Transit’s 
contribution of annual Operating Costs for the Temporary Terminal and Transit Center; (d) AC 
Transit’s Capital Contribution to build the Transit Center in the sum of $57,000,000 in 2011 dollars; 
and (e) the timing of AC Transit’s move from the Transbay Terminal to the Temporary Terminal and 
from the Temporary Terminal to the Transit Center. 
 
I hereby certify that the foregoing resolution was adopted by the Transbay Joint Powers Authority 
Board of Directors at its meeting of September 29, 2008. 

  
                       
         
   ___________________________________ 

        Secretary, Transbay Joint Powers Authority 
 




























































































































	Item9_ACTransit Lease and Use Agmt staff rpt and reso
	TRANSBAY JOINT POWERS AUTHORITY

	Item9_Lease and Use Agreement with AC Transit
	Table of Contents
	Exhibit A
	Exhibit B
	Exhibit C
	Exhibit D
	Exhibit E
	Exhibit F
	Exhibit G


