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AIRSPACE LEASE — REQUEST FOR APPROVAL TO EXECUTE A LONG TERM
AIRSPACE LEASE AGREEMENT WITH SUTTER HOSPITALS DOING BUSINESS AS
CALIFORNIA PACIFIC MEDICAL CENTER

RECOMMENDATION:

The California Department of Transportation (Department) recommends that the California
Transportation Commission (Commission) approve the execution of a long-term airspace lease
between the Department and the Sutter Hospitals doing business as (dba) California Pacific Medical
Center (CPMC).

BACKGROUND:

Hospital and Medical Building Project: CPMC has purchased the Cathedral Hill Hotel and Office
buildings located on Van Ness Avenue (State Route US 101) between Geary Boulevard and Post
Street in San Francisco. CPMC will demolish the existing buildings and will construct a new,
approximately 875,378 square foot (s.f.), 15-story, 555-bed acute care hospital on the site.

CPMC has also purchased seven existing buildings across Van Ness Avenue from the Cathedral Hill
Hospital site, between Geary and Cedar Streets. CPMC will demolish these seven buildings and will
construct an approximately 261,691 s.f., nine-story, medical office building (MOB) in their place.

Van Ness Avenue Underground Pedestrian Tunnel: CPMC will be constructing a pedestrian tunnel
beneath VVan Ness Avenue to connect the eastern portion of the proposed Cathedral Hill Hospital to
the western portion of the Cathedral Hill MOB. The tunnel would be used by patients, visitors,
physicians, and CPMC staff members, allowing them a direct connection between the two buildings.

Department Technical Review: The tunnel will be constructed below Van Ness Avenue (State
Route US 101). As a result, the Department via its Division of Transportation Planning coordinated
an extensive review of the CPMC tunnel plans. The Division’s Office of Advanced Planning
confirmed that the proposed tunnel would not interfere with any long range plans along Van Ness
Avenue and other Divisions conducted technical and structural reviews of the CPMC tunnel plans to
ensure there would be no negative impact to the overhead State roadway.

““Caltrans improves mobility across California”



CHAIR AND COMMISSIONERS Reference No.: 2.4c.(2)
CALIFORNIA TRANSPORTATION COMMISSION August 22, 2012
Page 2 of 3

RIGHT OF WAY AGREEMENT:

Once the Department confirmed that the proposed CPMC tunnel would not negatively impact the
State roadway, a Right of Way Agreement would be required to memorialize the rights required to
occupy the State right of way. The District desired the use of a permit to memorialize the agreement
to allow the installation of the tunnel; however as District permits are intended for minor or
temporary uses of right of way, it was agreed to use a modified Lease template, which was edited to
ensure the State could terminate the agreement at any time at zero cost to the Department.

Long Term Airspace Lease: The Department’s standard Airspace Lease was adapted to cover
the underground tunnel use. Although the agreement is entitled a “Lease,” the document more
closely resembles a “license” or “permit” as CPMC (the Tenant) is not acquiring the typical
property rights associated with a normal lease.

Agreement Terms and Conditions

Term: 50 years plus four 5-year options (State may unilaterally terminate term if necessary)
Area: An approximately 1,700 square foot strip of right of way across Van Ness Avenue
Use: Underground 10-foot wide pedestrian tunnel

Consideration: Nominal ($1,500.00/month)

Adjustment: 3 percent annual escalation for entire term

Termination: By either party with notice; or by the State in case of conflict with a project

Costs: CPMC to bear all costs associated with construction, liabilities, removal, or capping.

Security: Performance Security in the form of a performance bond and liens on the CPMC
hospital and MOB to ensure removal of the tunnel by CPMC if required in the future.

Appraisal: The value for the limited use of this strip of property under an at-grade right of way is
nominal. The Department holds a highway easement, with tenant CPMC holding the adjoining fee on
both sides of the State’s right of way. The existence of the CPMC tunnel under VVan Ness Avenue
will not impose any limitations on the Department’s use of the right of way for transportation
purposes. Finally, CPMC’s agreement to pay all costs associated with the tunnel, and to indemnify
the State from any tunnel related liabilities ensures that the Department is in substantially the same
position as if the tunnel had never been installed. The Department has agreed to accept $1,500/month
with a 3 percent annual escalator as consideration for the lease, which is in excess of the typical
nominal rent of $500.

SUMMARY

CPMC is embarking on a long-planned important hospital project to service San Francisco residents.
A key component of the development is the ability to link the hospital facility with the MOB across
Van Ness Avenue so staff, and especially medically disabled patients, may safely cross the street
without being exposed to the substantial traffic of Van Ness Avenue. Whether employing a bridge
or a tunnel (as in this case) CPMC would need to enter into a right of way agreement with the
Department to occupy its right of way. Through this Lease, CPMC will be able to safely care for its
patients, while also ensuring minimal liability exposure to the Department, and imposing no
additional costs on the State.

Attachment:
Exhibit A: Aerial Map of Hospital, MOB, and Tunnel Premises
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Exhibit A

Freeway Lease Area 04-SF-101-70

A standard Right of Way Freeway Lease Area Map will be drafted upon completion of the tunnel
construction and the *“as-built” plans are provided to the Department.
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