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RECOMMENDATION 

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

Transportation Commission (Commission) approve a request to directly negotiate a 20-year lease 

extension to the Department’s existing lease with Basin Street Properties (Basin). 

BACKGROUND 

Basin currently leases Freeway Lease Area (FLA) MRN-101-19 located under State Route 101, an 

elevated freeway structure in Mill Valley, California.  The subject FLA has no direct public access 

and is landlocked to the adjoining property at 100 Shoreline Highway, known as the Shoreline 

Office Center (Office Center).  Access to the FLA exists only through the Office Center.  In 1984, 

the Commission approved a 55-year airspace lease with the owners of the Office Center property.  In 

2013, Basin acquired the Office Center and the adjacent airspace parking lease was assigned to 

them.  The FLA has been used for employee and client parking in support of Basin’s adjacent office 

buildings. 

In 2013, Basin purchased the Office Center using a three-year short term loan expiring in 2016.  

Basin now desires to obtain standard long term financing for the property and requires a long term 

ground lease from the Department to be in place in order to obtain commercially reasonable finance 

terms.   

The existing lease term expires in 24 years (2039), and Basin is requesting a 20-year extension to the 

existing airspace lease term through year 2059.  This extension will allow the airspace lease term to 

match the existing ground lease for the Office Center, which also expires in 2059. 
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The Department requests approval to pursue direct negotiations with Basin for the following 

reasons: 

 Rent will immediately adjust from the current below market rate of $6,463/month. to the 

market rate. 

 Basin will execute a new lease agreement that includes updated Department lease language 

rather than only amending the “term” provision of the existing 1980’s era lease. 

 Proposed new lease will provide for a 3 percent annual increase.  

 Existing lease provides only for Consumer Price Index increases every five years.  The next 

adjustment would not be until 2019. 

 Proposed new lease will provide the Department’s expanded rights of entry onto the FLA for 

project purposes at no cost to the Department. 

 Existing lease provides the Department less rights of entry than the new lease provides. 

 Proposed new lease will include current language controlling hazardous materials and water 

pollution control. 

 Existing lease includes outdated or no language on hazardous materials and water pollution 

control. 

 

With the 20-year lease extension, Basin will be able to refinance their debt.  

 

SUMMARY 

 

It is in the Department’s best interest to authorize execution of the 20-year lease term extension 

proposed by Basin.  Basin’s request is commercially reasonable to allow for the common refinancing 

of the adjacent office building improvements.  The subject FLA is landlocked and accessible only 

through Basin’s adjacent Office Center property; hence, the FLA is leasable only to the adjoining 

property owner, Basin Street Properties.  Finally, the Department will financially benefit by 

increasing its lease rate return on the property and will strengthen its position as lessor and reduce its 

risk via a new lease agreement.  We therefore request approval to directly negotiate a new lease that 

includes a 20-year term extension for this FLA per the described terms. 

 

 

Attachments:  

Exhibit A1 and A2:  MRN-101-19 location maps and photos  

Exhibit B:  Financing Requirements Letter 
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MRN-101-19 

100 Shoreline Boulevard 

Mill Valley, CA 
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