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Communication from the Department of Airports dated January 7, 2021; referred by 
the Mayor for a report on January 7, 2021

Reference:

Subject: PROPOSED SECOND AMENDMENT TO CONCESSION AGREEMENT NO. LAA- 
8940 WITH SMARTE CARTE, INC.

RECOMMENDATIONS

That the Mayor:

1. Approve a proposed Second Amendment to Concession Agreement No. LAA-8940 with 
Smarte Carte, Inc. to modify the Concession Rent and Management Fee, and establish 
rental rate increases for calendar years 2021 and 2022 for luggage cart concession, subject 
to City Attorney approval as to form and compliance with the City’s Standard Provisions, 
including: Living Wage / Worker Retention Ordinances, Affirmative Action Program, 
Business Tax Registration Certification, Child Support Obligations Ordinance, insurance 
documents, Contractor Responsibility Program, and Bidder Contributions City Ethics 
Commission Form 55;

2. Authorize the Chief Executive Officer to execute the proposed Second Amendment upon 
approval by the Los Angeles City Council, and prior to execution, Smarte Carte, Inc. must 
be determined by Public Works, Office of Contract Compliance to be in full compliance with 
the provisions of the Equal Benefits Ordinance; and

3. Return the request to the Los Angeles World Airports for further processing, including 
Council consideration.

SUMMARY

The Los Angeles World Airports (LAWA; Department) Board of Airport Commissioners (BOAC) 
requests approval of a proposed Second Amendment to Concession Agreement No. LAA-8940 for 
luggage cart concession with Smarte Carte, Inc. The proposed amendment would reduce the
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Management Fee that LAWA pays to Smarte Carte, modify the Concession Rent that Smarte 
Carte pays to LAWA, and increase the rental rate for luggage carts from $6.00 to $7.00 on January 
1,2021 and from $7.00 to $8.00 on January 1,2022.

Below is a summary of the proposed Second Amendment changes:

Contract Item Current Term Proposed Term
Increase to $7 per cart 
effective January 1,2021 and 
increase to $8 per cart 
effective January 1,2022

Luggage Cart 
Rental Rate $6 per cart

Minimum annual guarantee 
(MAG) of $200,000; and 
annual contingent percentage 
fee of 50% of total gross 
revenues over $2M for the 
applicable contract year

MAG of $200,000; and annual 
contingent percentage fee of 
38% of total gross revenues 
over $2M for the applicable 
contract year

Concession Rent

Annual fee of $2M subject to 
annual CPI adjustment with a 
maximum rate of 2%; and a 
rate of $0.20 per arriving 
international passenger, 
subject to annual CPI 
adjustments________________

Annual fee of $4M subject to 
annual Consumer Price Index 
(CPI) adjustment with a 
maximum rate of 2%

Management Fee

Smarte Carte currently has a non-exclusive right to operate and maintain luggage cart services at 
Los Angeles International Airport (LAX). Concession Agreement No. LAA-8940 commenced on 
November 1, 2016 and expires on December 31, 2023, with three one-year extension options, at 
LAWA's sole discretion. In August 2016, the BOAC approved a Non-Exclusive Concession 
Agreement with Smarte Carte, Inc. for a term of seven years with three one-year extension options. 
In November 2019, the BOAC approved a First Amendment to increase the rental rate from $5.00 
to $6.00 per luggage cart.

LAWA’s Procurement Services has reviewed this action (File No. 7612) and established a five 
percent Airport Concessions Disadvantaged Business Enterprise (ACDBE) goal, and Smarte Carte 
has agreed to meet this goal.

The BOAC approved the proposed Second Amendment at its meeting on January 7, 2021. Actions 
taken on this item by the BOAC will become final pursuant to the provisions of Los Angeles City 
Charter Section 606.
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BACKGROUND

The Smarte Carte Concession Agreement has a hybrid service and concession structure, which 
allows LAWA, consistent with most international airports in Asia and all major west coast 
international airports in the United States, to provide free luggage carts to international arriving 
passengers in the Federal Inspection Services areas at LAX. Smarte Carte may operate as a 
concession in the international departing area, and in the domestic departing and arriving areas 
where guests can pay a fee to rent luggage carts. The hybrid structure is as follows:

• Service_(Management_Fee_to_Smarte_Carte.) - Currently, LAWA pays Smarte Carte a 
Management Fee of approximately $4 million annually, with annual CPI adjustments, to 
provide free carts to arriving international passengers. A portion of this expense is recovered 
directly from international airlines through the terminal rate base and the Federal Inspection 
Service fee. Based on current projections, LAWA expects to pay Smarte Carte a 
Management Fee of $4,329,729 for the current Contract Year.

• Concession (Rent_ to_ LAWA_) - Smarte Carte currently pays LAWA Concession Rent 
consisting of an annual base fee of $200,000 plus 50 percent of gross revenue over $2 
million from cart rentals to all passengers outside of the Federal Inspection Service areas. 
LAWA notes that due to COVID-19 and a significant reduction in passenger travel, cart 
rentals will be slightly over $2 million for the current contract year. LAWA’s payment to 
Smarte Carte will be $434,000 for the current Contract Year (consisting of the minimum 
annual guarantee of $200,000 plus 50 percent of anything over $2 million, estimated to be 
$234,000).

The table below summarizes the Rent and Management Fee payment amounts to date, and 
upcoming for the current Contract Year:

Contract
Year

Calendar
Year

Concession Rent Management Fee 
(to Smarte Carte)(to LAWA)

$2,602,218 $4,000,0001 2016
$1,906,001 $4,080,0002 2017
$1,815,271 $4,161,6003 2018
$1,566,133 $4,244,8324 2019

$434,000 $4,329,7295 2020

LAWA reports that arriving international passenger traffic at LAX has decreased by nearly 90 
percent in the past year. The current Concession Agreement does not have a mechanism to reduce 
the Management Fee proportionate with the reduction in international arrivals. Therefore, LAWA 
and Smarte Carte have agreed to restructure the Concession Agreement and reduce the 
Management Fee LAWA pays to Smarte Carte. In addition, LAWA proposes to reduce the 
Concession Rent owed by Smarte Carte, and increase luggage cart rental rates.
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Proposed_Management_Fee
The proposed Second Amendment adjusts the Management Fee paid to Smarte Carte to a flat rate 
of $2 million annually, plus a variable passenger fee of $0.20 per arriving international passenger. 
The proposed change will directly link future fee amounts to actual international passenger 
numbers. LAWA estimates a reduction of its payment by approximately $2 million per year at 
current passenger levels.

Proposed_Concession_Rent
The proposed Second Amendment changes the percentage rent from 50 percent of total gross 
revenues over $2 million to 38 percent of total gross revenues over $2 million. The table below 
provides a comparison of estimated rental revenue from Concession Rent based on the current 
and proposed rental fee structures:

Estimated Rent at 
Current 50%

Estimated Rent at
Calendar

Year
Estimated Total 

Sales*
Proposed 38% 
Contingent Fee 

(plus $200K MAG)
Contingent Fee 

(plus $200K MAG)** **

$2,468,000 $434,000 $434,0002020
$3,282,794 $841,397 $648,9782021
$5,064,881 $1,732,441 $1,272,7082022

*Estimated Total Sales are based on automatic increases for cart rentals ($7/cart in 2021 and $8/cart in 2022) 
Estimated Rent revenue includes $200,000 minimum annual guarantee (MAG)**

Proposed Cart Rental Fee
Based on declining cart usage and ongoing operational costs, Smarte Carte requested an increase 
to the per cart rental fee. Since December 5, 2019, the cart rental rate at LAX has been set at $6.00 
per cart. LAWA and Smarte Carte have negotiated to increase the cart rental rate from $6.00 to 
$7.00 beginning January 1, 2021 and from $7.00 to $8.00 beginning January 1, 2022. LAWA 
reports that many major airports in the nation, including Atlanta, San Francisco, and Minneapolis - 
Saint Paul have already increased their cart rental fee to $8.00 per cart, and other airports such as 
Seattle, Denver and Miami plan to implement increases during first quarter of 2021.

Based on 2020 estimates for passenger numbers and luggage cart rentals/sales, LAWA anticipates 
the cumulative impact of modifying the Cart Rental Fee would result in slightly less revenue: 
$331,763 at the proposed 38 percent Contingent Fee versus $332,063 at the current 50 percent 
Contingent Fee, plus $200,000 MAG. However, changing the Management Fee structure would 
result in a significantly lower payment, from the current $4 million to $2,625,750 under the proposed 
amendment.

FISCAL IMPACT STATEMENT

Approval of the proposed Second Amendment to Concession Agreement No. LAA-8940 with 
Smarte Carte, Inc. to modify the Concession Rent and Management Fee, and establish rental rate 
increases for calendar years 2021 and 2022 for luggage cart concession will have no impact on
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the General Fund. LAWA anticipates a decrease in its annual costs by approximately $2,000,000. 
Funds for this item are available in the Fiscal Year 2020-21 LAWA Operating Budget in Cost Center 
2001097, Commitment Item 520160 - Operations Contracts. Funding for subsequent fiscal years 
will be requested as part of the Department’s annual budget process. The proposed Second 
Amendment complies with LAWA’s Financial Policies.
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