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RESOLUTION NO. 26047

BE IT RESOLVED that the Board of Airport Commissioners approved award of a seven (7)- 
year Non-Exclusive Concession Agreement to Smarte Carte, Inc., with three one (1)-year 
extension options, covering luggage cart services at Los Angeles International Airport, as 
referenced in the Board-adopted staff report attached hereto and made part hereof; and

LAX

LA/Ontario

Van Nuys

City of Los Angelas

BE IT FURTHER RESOLVED that the Board of Airport Commissioners authorized the Chief 
Executive Officer to execute said Agreement upon approval as to form by the City Attorney 
and approval by the Los Angeles City Council; and

Eric Garcetti 
Mayor

Board of Airport 
Commissioners

BE IT FURTHER RESOLVED that the Board of Airport Commissioners found that the 
Request for Proposals process used in this competitive award process satisfies the 
requirements of the Administrative Code Section 10.17 and is compatible with the City’s 
interests; and

Sean 0. Burton 
President

Valeria C, Velasco 
Vice President

Jeffery J. Daar 
Gabriel L, Eshaghian 
Beatrice C. Hsu 
Nolan V. Rollins 
Dr. Cynthia A. Telfes

BE IT FURTHER RESOLVED that the Board of Airport Commissioners found that Smarte 
Carte, Inc. is responsive and responsible, that entering into said Agreement is in the best 
interest of the city, and waive any informality in the proposal; and

Deborah Flint 
Chief Executive Officer BE IT FURTHER RESOLVED that the issuance of permits, leases, agreements, gate and 

space assignments, and renewals, amendments or extensions thereof, or other entitlements 
granting use of existing airport facilities or its operations are exempt from the requirements of 
the California Environmental Quality Act (CEQA) pursuant to Article III Class 1(18)(c) of the 
Los Angeles City CEQA Guidelines; and

BE IT FURTHER RESOLVED that actions taken on this item by the Board of Airport 
Commissioners will become final pursuant to the provisions of Los Angeles City Charter 
Section 606.
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I hereby certify that this Resolution No. 26047 
is true and correct, as adopted by the Board of 
Airport Commissioners at its Regular Meeting 
held on Thursday, August 4, 2016.

Sandra J. Miller - Secretary
BOARD OF AIRPORT COMMISSIONERS
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SUBJECT: Non-Exclusive Luggage Cart Concession Agreement with Smarte Carte, 
Inc. at Los Angeles International Airport

Approve a non-exclusive concession agreement with Smarte Carte, Inc. for seven years, with 
three one-year options to extend, to operate luggage cart services at Los Angeles International 
Airport.

RECOMMENDA TIONS:

Management RECOMMENDS that the Board of Airport Commissioners:

1. ADOPT the Staff Report.

DETERMINE that this action is exempt from the California Environmental Quality Act 
(CEQA) pursuant to Article III, Class 1 (18)(c) of the Los Angeles City CEQA Guidelines.

2.

FIND that the Request for Proposals process used in this competitive award process 
satisfies the requirements of the Administrative Code Section 10.17 and is compatible with 
the City’s interests.

3.

FIND that Smarte Carte, Inc. is responsive and responsible, that entering into this 
Agreement is in the best interest of the city, and waive any informality in the proposal.

4.
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5. APPROVE award of the agreement with Smarte Carte, Inc. to operate a non-exclusive 
luggage cart service at Los Angeles International Airport.

6. AUTHORIZE the Chief Executive Officer to execute the agreement with Smarte Carte, Inc. 
upon approval as to form by the City Attorney and approval by the Los Angeles City Council.

DISCUSSION:

1. Purpose

Provide luggage cart services for guests at Los Angeles International Airport (LAX).

2. Prior Related Actions

October 17, 2005 - Board Order No. AO-4981
The Board of Airport Commissioners (Board) approved the award of a five-year 
concession agreement with Smarte Carte, Inc. (Smarte Carte) for exclusive luggage cart 
services at LAX and LA/Ontario International Airport (ONT).

October 10, 2010 - Board Order No. AO-5178
The Board approved the First Amendment (LAA-8306A) which extended the term for 
three years with two one-year extension options, exercisable at Los Angeles World 
Airport’s (LAWA) discretion.

September 17, 2015 - Board Resolution No. 25794
The Board approved the Second Amendment (LAA-8306B) which extended the term for 
one year.

3. Current Action

Smarte Carte currently has the exclusive right to operate and maintain luggage carts at both 
LAX and ONT pursuant to the concession agreement that will expire on October 31,2016. 
LAWA has an established policy to provide luggage carts at no cost to international arriving 
passengers at LAX and ONT, while domestic arriving and departing passengers, and 
international departing passengers pay $5.00 per luggage cart used. In the existing 
concession agreement, LAWA uses a hybrid concession financial model to pay Smarte 
Carte $1.51 per luggage cart used by international arriving passengers while Smarte Carte 
pays LAWA a minimum annual guarantee of the greater of $2.75 million or 55% of the gross 
revenues Smarte Carte collects from luggage cart sales.

To continue to provide luggage cart services at LAX and ONT, LAWA released two Request 
for Proposals (RFPs) in July 2015; one to operate a luggage cart concession at LAX and 
one to operate at ONT. LAWA did not obtain a viable proposal for LAX and withdrew both 
RFPs after a survey of potential proposers who suggested LAWA reconsider the luggage 
cart business terms. Growth in international arriving passengers coupled with the declining 
domestic passenger luggage cart sales are straining the hybrid concession revenue model 
that historically supported the free international arrival luggage carts.
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To make the agreement financially viable to potential proposers, LAWA established a new 
fee structure to pay for the free carts provided to international arriving passengers. After 
surveying other airports and recognizing that providing free carts to departing international 
passengers is a service, staff recommends that on an annual basis, LAWA pay the 
concessionaire $4 million for the international service and concessionaire pays LAWA a 
minimum of $200,000 plus 50% of total gross revenue over $2 million from the domestic and 
international departing concession activity. LAWA released the new RFP for luggage cart 
service at LAX on March 1, 2016.

Two viable proposers expressed interest in the RFP, attending the pre-proposal conference 
and airport tour. However, during the RFP process, the other potential proposer sold its 
company to Smarte Carte. As a result LAWA received only one response to this RFP. 
LAWA confirmed that Smarte Carte’s proposal was responsive and responsible and 
recommends award of the new luggage cart concession agreement to Smarte Carte.

An evaluation panel comprised of LAWA executives reviewed the proposal. The Evaluation 
Panel Members included:

1. Deputy Executive Director - Commercial Development Group
2. Chief Financial Officer
3. Director of Airline Property and Concession Services
4. Director Guest Services
5. Chief of Operations

Specific evaluation criteria were established to assist in the evaluation of the proposals. The 
criteria listed below were used to evaluate the proposal that passed the Administrative 
Requirements review.

POINTSCRITERIA

Qualifications and Experience 20

25Management and Operations Plan and Guest Experience

15Investment Plan

25Financial Return to LAWA

Financial Capability 15

100TOTAL POINTS

The chart below provides the terms of the existing concession agreememt compared with 
the proposed agreement.
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ITEM PROPOSED TERMSCURRENT TERMS

Airport: LAXLAX and ONT

Term:

November 1, 2016 

December 31, 2023

Commencement

Expiration

November 27, 2005 

October 31, 2016

Options to Extend: Three one-year LAWA optionsTwo one-year options

Concession Fees:

$4 million annually * 

(CPI annual adjustment)

$1.51 per international arrival 
cart used

Management Fee 

(Paid by LAWA)

Minimum annual guarantee of 
$200,000 plus annual contingent 
percentage fee of 50% of the total 
gross revenues over $2 million

Payment to LAWA The greater of a minimum 
annual guarantee of $2.75 
million or 55% of gross 
revenues

$80.30 per square foot per yearAnnual Storage 
Rate:

$28.58 per square foot per year **

Board approved tariff rates 
currently $170.44 per square foot 
per year

Annual Office Rate: $88.87 per square foot per year

Faithful Performance 
Guarantee: $371,200$687,500

ACDBE Goal: 5%15%

Replacement of all eqiupmentEquipment: N/A

* Management Fee of $4 million annually is based on an estimated capture rate of 30% of international 
arriving passengers that are anticipated to use free carts
Because storage is in the garages, this rate is calculated from the Board approved daily parking charge on a 

per square foot basis.

**

Airport Concessions Disadvantaged Business Enterprise (ACDBE Program)

When the combined Luggage Cart Concession for LAX and ONT (LAA-8306) was awarded 
to Smarte Carte on October 17, 2005, LAWA established a 15% Disadvantaged Business 
Enterprise (DBE) level of participation, and Smarte Carte committed to 4.07% DBE 
participation. Subsequently, the Airport Concessions Disadvantaged Business Enterprise
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(ACDBE) program was implemented in 2006. To date, Smarte Carte has achieved 6.19% 
ACDBE on LAA-8306.

In the past 15 years, the luggage cart industry has experienced a significant reduction in its 
business due to the growing popularity of wheeled luggage and the stiff charges airlines 
assess travelers for checking in the second and third bags. The luggage cart is normally 
purchased by travelers with three bags; therefore, the reluctance of most travelers check in 
a third bag has resulted in lost sales for Smarte Carte.

In determining the appropriate ACDBE level for the LAX Luggage Cart Concession, LAWA 
considered the changes to the luggage cart industry and the limited number of certified 
ACDBE firms in the relevant work categories. After careful analysis of all the data, LAWA 
has established a 5% ACDBE level for the new Agreement.

Action Requested

Staff recommends that the Board award the proposed concession agreement to Smarte 
Carte to operate luggage cart services at LAX and to authorize the Chief Executive Officer 
to execute the concession agreement upon approval as to form by the City Attorney and 
approval by the Los Angeles City Council.

Fiscal Impact

Award of the proposed concession agreement will require LAWA to pay $4 million annually 
to provide free luggage carts to international arriving passengers at LAX. LAWA will recover 
half of this amount through the Federal Inspection Services (FIS) fees charged to 
international airlines at LAX through the Rate Agreement. To offset the remaining cost, 
LAWA expects to receive $1.5 million per year from Smarte Carte in concession fees 
including a $200,000 minimum annual guarantee plus contingent rent of 50% for luggage 
cart rental fees that Smarte Carte collects in excess of $2 million resulting in an estimated 
cost of $500,000 annually for LAWA to provide this service.

4. Alternatives Considered

• Take no action

Taking no action is not recommended because it will result in the lack of luggage cart 
service at LAX.

APPROPRIATIONS:

Funds for this Agreement are available in the Fiscal Year 2016-17 Los Angeles World Airport’s 
Operating Budget in LAX Cost Center 1180018 - Concessions Development, Commitment Item 
520 - Contractual Services.

STANDARD PROVISIONS:

1. The issuance of permits, leases, agreements, gate and space assignments, and renewals, 
amendments or extensions thereof, or other entitlements granting use of existing airport 
facilities or its operations are exempt from the requirements of the California Environmental
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Quality Act (CEQA) pursuant to Article III, Class 1 (18)(c) of the Los Angeles City CEQA 
Guidelines.

2. This contract is subject to approval as to form by the City Attorney.

3. Actions taken on this item by the Board of Airport Commissioners will become final pursuant 
to the provisions of Los Angeles City Charter Section 606.

4. Smarte Carte, Inc. will comply with the provisions of the Living Wage/Service Contractor 
Worker Retention Ordinances.

5. Procurement Services has reviewed this action (File No. 7612) and established 5% Airport 
Concessions Disadvantaged Business Enterprise (ACDBE) goal for the project. Smarte 
Carte, Inc. committed to 5% ACDBE participation.

6. Smarte Carte, Inc. will comply with the provisions of the Affirmative Action Program.

7. Smarte Carte, Inc. has been assigned Business Tax Registration Certificate number 
0000866231-0012-1.

8. Smarte Carte, Inc. will comply with the provisions of the Child Support Obligations 
Ordinance.

9. Smarte Carte, Inc. will have approved insurance documents, in the terms and amounts 
required, on file with Los Angeles World Airports prior to issuance of a Notice to Proceed.

10. Pursuant to Charter Section 104 (g) staff determined that airport concession agreements are 
exempt from the provisions of Charter Section 1022 (Use of Independent Contractor).

11. Smarte Carte, Inc. has submitted the Contractor Responsibility Program Questionnaire and 
Pledge of Compliance and will comply with the provisions of the Contractor Responsibility 
Program.

12. Smarte Carte, Inc. has been determined by Public Works, Office of Contract Compliance to 
be in full compliance with the provisions of the Equal Benefits Ordinance.

13. Smarte Carte, Inc. will be required to comply with the provisions of the First Source Hiring 
Program for all non-trade Airport jobs.

14. Smarte Carte, Inc. has submitted the Bidder Contributions CEC Form 55 and will comply 
with its provisions.
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