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Communication from the Department of Airports dated Januaiy 14, 2016; referred 
by the Mayor for report on January 15, 2016

Subject: FIRST AMENDMENT TO LEASE AGREEMENT WITH FLYING FOOD GROUP
PACIFIC, INC. FOR PROPERTY AT THE LOS ANGELES INTERNATIONAL 
AIRPORT TO CONTINUE IN-FLIGHT FOOD SERVICE AND CATERING FOR 
CLIENT AIRLINES

SUMMARY

The Executive Director of the Los Angeles World Airports (LAWA; Department) requests approval 
to execute the First Amendment to a five-year lease agreement (LAA-8555) with Flying Food Group 
Pacific, Inc. (Flying Food Group; lessee) to enable the continuation of in-flight food service and 
catering for airlines at the Los Angeles International Airport (LAX) for two additional years fora total 
of seven years.

The proposed First Amendment will extend the expiration of the current lease from January 31, 
2016 to January 30, 2018, for a three-acre site located at 6751 West Imperial Flighway (see 
attached site map) in order to provide LAWA time to determine the optimal use of the property and 
develop a corresponding competitive process. The site is comprised of 134,234 square feet of land, 
102,144 square feet of asphalt paving, and 32,090 square feet of building (a LAWA-owned catering 
facility).

For the first year of the proposed two-year extension, the Department will receive approximately 
$993,500 in rental revenue and approximately $2,001,000 over the two years-an annual increase 
of approximately $56,971 or 6.08 percent when compared to the current lease. The proposed rental 
rates negotiated with the lessee reflect market rates for similar property in the area.

The First Amendment with Flying Food Group was approved by the Board of Airport 
Commissioners (Board) at its meeting of January 14, 2016.

To become effective, the First Amendment must be approved by the City Attorney as to form. The 
above-referenced aspects of the proposed Amendment, and this report, incorporate revised 
information received from the Department subsequent to the initial request submittal.
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Background and Lease Terms

Initially, Flying Food Group was known as Nikko Inflight Catering Co., Ltd. It held a 25-year lease on 
a 3.0816 acre LAWA site at 6751 West Imperial Highway. In 2003, the tax-exempt bond financing 
that the company had obtained in 1986 was repaid early, which required that a new five-year tease 
be executed. In August 2006, LAWA approved a name change from Nikko Inflight Catering to 
Flying Food Group Pacific, Inc.

On October 31,2008, the five-year lease expired and Flying Food Group maintained its operations 
and continued to pay the rent for two years while on a "holdover” status. In December 2010, the 
Board approved a five-year lease that included increased rental rates and a requirement that the 
lessee be responsible for all operating costs, including maintenance, taxes, insurance, and utilities.

The lessee is one of three catering firms operating from on-field catering facilities at LAX and, of the 
three, is the only one with a short-term lease. Flying Food Group currently services approximately 
14 international airlines at LAX. As a result of the major improvements being made to the airport, in 
combination with the scarcity of available property, LAWA has undertaken a process of evaluating 
various facilities, including the catering facilities, to determine the best use of the land. As such, a 
competitive process is planned for the West Imperial Highway site after completion of the 
evaluation.

The following table summarizes the current and proposed terms of the lease with Flying Food 
Group:

FLYING FOOD GROUP PACIFIC, INC. - SUMMARY OF LEASE AGREEMENT AND PROPOSED AMENDMENT
6751 West Imperial Highway, LAX

Projected Annual Projected Annual
Revenue 1o LAWA Revenue to LAWA

Description Current Terms (rounded) Proposed Terms (rounded)
Contract Period 5 Yeare Annual Rate 2 Years Annual Rate

1/31/11-1/30/16 1/31/16-1/3® 18

180 days wilh 180 days with

Cancellation Provision written notice written notice

Land 134,234 SF $2.63 $363,036 134,234 SF 52.81* $377,196

Paving 102,144 SF $0.3787 538,662 102,144 SF $0.3787 $38,682

Building 32,090 SF $16.58 $544,888 32,090 SF $18.00 $577,620

Total 268,468 SF $936,605 268,488 SF $993,500
'Based upon Board-approved rental rates that will increase to S2.99 per-square foot in Year 2

Alternatives to Approving the First Amendment

There appears to be only two alternatives to approving the proposed First Amendment, neither of 
which is recommended by the Department:
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* Lease the facility to a different tenant by way of a new competitive process. This is 
problematic in that Flying Food Group is a company that supports airlines flying out of U\X, 
is a tenant in good standing, and is a company whose activities are consistent with the 
airport's land use plans. Furthermore, since the Department is evaluating options for the 
long-term use of the land with the possibility of initiating a competitive process, it would be 
premature to attempt to obtain a replacement tenant at this time given the lease's relatively 
short duration and LAWA’s evaluation of the site

• Allow the current lease to expire. For the immediate future, the Department does not have 
other plans for the facility. Revenue to LAWA would be lost if the site became vacant

Compliance with City Administrative Requirements

Since the proposed agreement is an amendment to a property lease, the Department’s request is 
not subject to the provisions of Charter Section 1022 (“Use of Independent Contractors”).

With regard to compliance with the CEQA (California Environmental Quality Act) guidelines, 
issuance of agreements, renewals, amendments, and extensions thereof or other entitlements 
granting use of an existing facility at a municipal airport involving no expansion of use are exempt 
from the requirements of the CEQA pursuant to Article III, Class 1(18)(c) of the Los Angeles City 
CEQA Guidelines.

The lessee must comply with the following City Standard Provisions for contracting: the Service 
Contract Worker Retention and Living Wage Ordinances, Affirmative Action Program, Contractor 
Responsibility Program, Child Support Obligations Ordinance, Equal Benefits Ordinance, First 
Source Hiring Program for all non-trade airport jobs, and the Bidder Contributions CEC (City Ethics 
Commission) Form 55 provisions. The lease with Flying Food Group Pacific, Inc. is exempt from the 
provisions of the Small Business Enterprise program. The lessee has approved insurance in the 
terms and amounts required by LAWA.

Pursuant to Charter Section 606, “Process for Granting Franchises, Permits, Licenses and Entering 
into Leases," and the Los Angeles Administrative Code Section 10.5, “Limitation and Power to 
Make Contracts,” the First Amendment must be approved by the Council in that the cumulative 
lease term exceeds five years. Additionally, to become effective, the City Attorney must approve the 
First Amendment as to form.

RECOMMENDATIONS

That the Mayor:

1. Approve the proposed First Amendment to Lease Agreement LAA-8555 between the 
Los Angeles World Airports and Flying Food Group Pacific, Inc. to extend the lease 
term for two additional years (for a total of seven years) for a three-acre site at 6751 
West Imperial Highway in order to continue in-flight food service and catering for
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airlines at l_AX, subject to City Attorney approval as to form and compliance with the 
City’s Standard Provisions for Contracting including the Service Contract Worker 
Retention and Living Wage Ordinances; Affirmative Action Program; Child Support 
Obligations Ordinance; Contractor Responsibility Program; First Source Hiring 
Program for all non-trade airport jobs; the Bidder Contributions CEC (City Ethics 
Commission) Form 55 provisions; and provisions of the Equal Benefits Ordinance;

2. Authorize the Executive Director to execute the First Amendment; and

3. Return the proposed First Amendment to the Department for further processing, 
including Council consideration.

FISCAL IMPACT STATEMENT

Approval of the First Amendment to the existing five-year lease with Flying Food Group, Inc. that 
extends the term by an additional two years (fora total of seven years) will generate approximately 
$993,500 in revenue to the Los Angeles World Airports during the first year and approximately 
$2,001,000 over the two-year period. This project complies with the Los Angeles World Airport's 
adopted Financial Policies. Approval of the First Amendment will have no impact on the City's 
General Fund.

Time Limit for Council Action

Pursuant to Charter Section 606 and the Los Angeles Administrative Code Section 10.5, unless the 
Council takes action disapproving a contract [lease] that is longer than five years within 30 days 
after submission to Council, the contract [lease] shall be deemed approved.

MAS:WDC:10160041
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