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March 19, 2012 

The Honorable City Council 
of the City of Los Angeles 

City Hall, Room 395 
Los Angeles, CA 90012 

Subject: APPROVAL OF FIRST AMENDMENT TO LEASE WITH MERCURY AIR 
CARGO, INC. TO EXTEND THE TERM OF THEIR LEASEHOLD LOCATED 
AT 6040 AVJON DRIVE AT LOS ANGELES INTERNATIONAL AIRPORT. 

In accordance with Section 606 of the City Charter, the Board of Airport Commissioners 
transmits for your approval the First Amendment to Lease with Mercury Air Cargo, Inc. to extend 
the term by nine years and seven months for their leasehold located at 6040 Avian Drive at Los 
Angeles International Airport. 

RECOMMENDATION FOR CITY COUNCIL 

1. 

2. 

3. 

APPROVE the First Amendment with Mercury Air Cargo, Inc. at Los Angeles 
International Airport. 

CONCUR in the Board's action authorizing the Executive Director to execute the First 
Amendment with Mercury Air Cargo, Inc. 

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

The Board of Airport Commissioners, at their meeting held on January 23, 2012 by Board 
Resolution No. 24695 approved the First Amendment with Mercury Air Cargo, Inc. subject to the 
approval of your Honorable Body, is attached. 

MAYOR'S TRANSMITTAL 

Enclosed is the approval by the Mayor and the Office of the City Administrative Officer. 

There is no fiscal impact to the City's General Fund as a result of this action. 

CONCLUSION 

Please return the attached Lease with Mercury Air Cargo, Inc. to the Department of Airports' 
Board Office after City Council approval and Certification of that approval. 
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FROM 

The Mayor 
COUNCIL DISTRICT 

11 

Proposed First Amendment to Lease Agreement with Mercury Air Cargo, Inc. 
for Land and Space at the Los Angeles International Airport 

to Continue Air Cargo Handling Operations at 
6040 Avion Drive 

Transmitted for further processing, including Council consideration. See the 
City Ad in"strative Offic report att ched. 
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REPORT FROM 

Date: 

To: 

From: 

Reference: 

Subject: 

SUMMARY 

OFFICE OF THE CITY ADMINISTRATIVE OFFICER 

March 08, 2012 CAO File No.: 0150-08079-0001 
Council File No.: 
Council District: 11 

The Mayor 

Miguel A. Santana, City Administrative Officer/l,t{f.f {t'. ~· 
Transmittal from the Department of Airports dated January 19, 2012; referred by 
the Mayor for report on January 24, 2012 

PROPOSED FIRST AMENDMENT TO LEASE AGREEMENT WITH MERCURY 
AIR CARGOJ INC. FOR LAND AND SPACE AT THE LOS ANGELES 
INTERNATIONAL AIRPORT TO CONTINUE AIR CARGO HANDLING 
OPERATIONS AT 6040 AVION DRIVE 

The Executive Director of the Los Angeles World Airports {LAWA; Department) requests authority 
to execute the First Amendment (copy attached) to an existing lease with Mercury Air Cargo, Inc. 
(Mercury Air Cargo; Lessee) that will extend the term of performance an additional nine years, 
seven months to September 30, 2021, to provide for the continuation of air cargo operations at the 
Los Angeles International Airport (LAX), 6040 Avian Drive. The proposed extension will also 
ensure that the lease term concludes at the same time as the term for the adjacent property 
leased to the Raytheon Company. Pursuant to Charter Section 373, Council approval of the 
proposed Amendment is required in that the cumulative term of the agreement exceeds three 
years. 

The proposed lease extension will (1) allow LAWA the option to redevelop approximately 12 
contiguous acres of land and improvements upon the expiration of the lease in 2021, (2) result in a 
12-percent first-year rental rate increase over the current rates, and (3) provide first-year revenue 
to LAWA of approximately $4,311,118 and at least $41,314,880 over the proposed nine-year, 
seven-month term, not including fair market rental rate adjustments. 

While the proposed lease will generate over $41.3 million in gross revenue during the 115-month 
term and approximately $4.3 million annually (as of7/1/2012 when the Cargo Land rate increases 
from $2.80 to $3.10 per square foot), exclusive of rental adjustments, Mercury Air Cargo will also 
pay LAWA approximately $332,546 for retroactive building rent to June 17, 2011. Annual rent 
adjustments, beginning July 1, are based on the Consumer Price Index with a minimum increase 
of two percent. Mercury has agreed to all the standard LAWA lease terms and proposed rental 
rates. ·· h 
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The proposed leasehold includes 283,017 square feet of cargo land, 135,296 square feet of 
warehouse space, 39,712 square feet of office space, 31,737 square feet of hangar space, and 
103,103 square feet of auto paving, an increase of 6,097 square feet compared to the current 
lease.* 

*Rental rate methodology for valuation of auto paving is under review by LAWA; it is anticipated that a new 
methodology will be adopted in the future that will consider, among other factors, repair and replacement costs 
and depreciated replacement costs 

The above-referenced aspects of the proposed lease, and this report, incorporate revised 
information ~eceived from the Department subsequent to the initial request submittal. 

Background and Lease Terms 

Mercury Air Cargo has operated at Los Angeles International Airport since 1958 providing aviation 
services such as ground handling, cargo handling, aircraft maintenance, and refueling. The 
company is the largest third-party air cargo handler at LAX. Mercury Air Cargo's current LAX 
clients include Air New Zealand, Air Pacific, Polar Air, Atlas Air, Mas Air, LAN Chile Airlines, and 
All Nippon Airways. In addition to these, the company's other North American air cargo facilities 
(Atlanta and Montreal) service Cathay Pacific, Eva Air, British Airways, Japan Airlines, South 
African Airways, Qantas, Cargolux, Avianca, and China Airlines. The 6040 Avian Drive facility was 
first leased by Mercury in 1996 for a five-year term. Since leasing the property, the Lessee has 
made $11 million in improvements (Le., the total refurbishment of a former Delta Airlines 
maintenance hangar to be a functional warehouse, complete with loading docks and office space), 
at its own expense, which also includes a 12,700 square-foot refrigeration facility--the largest such 
facility on the West Coast. 

In July 2000, the Board of Airport Commissioners (BOAC) approved the first amendment to the 
1996 five-year"agreement (LAA-7574) to extend it for an additional five years (to June 16, 2006) in 
order for Mercury Air Cargo to fully amortize its $11 million capital investment. By doing so, LAWA 
was able to avoid having to reimburse Mercury Air Cargo for any unamortized capital 
improvements over $2 million at the end of the initial five-year term. Between June 16, 2006 and 
March 1, 2007 (when the new lease began), the lease was on a month-to-month holdover status 
while the terms were being negotiated. On January 22, 2007, the Board approved a new five-year 
lease (LAA-8388), beginning March 1, 2007, that is due to expire on February 29, 2012. 

The building (warehouse and office space) rates are triple-net (where the lessee pays for net real 
estate taxes, net building insurance, and net common area maintenance) and reflect market rates 
for similar facilities at LAX. Mercury Air Cargo will be responsible for all utilities and building 
maintenance (including roof and structural maintenance). 

According to the Department, the land and auto paving rates in the proposed First Amendment are 
the latest Board-approved rates. The following table illustrates the proposed per-square-foot rental 
rates for the 6040 A vi on Drive facility, as well as a comparison of the current and proposed rates; 
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MERCURY AIR CARGO, INC.· SUMMARY OF LEASE AGREEMENT 

Projected Annual Projected Annual 
Description Current Terms Revenue to LAWA Proposed Terms Revenue to LAWA 

Contract Period 5 Years Annual Rate 9 Yrs., 7 Mos. Annual Rate 

3/1/07-2/29/12 2/1/12-9/30/21 As of?/1/12 
- -

30 days with written 30 days with written 
Cancellation Provision notice notice I ---

Cargo Land 280,311 SF* $2.80 $784,871 283,017 SF* $3.10 $877,353 

Improvements -
Warehouse 131,631 $15.16984 $1,996,782 135,296 $17.35 $2,347,386 

Office 27,510 $15.16984 $417,322 39,712 $17.35 $689,003 
-

Improvements - Hangar 46,919 $11.37738 $533,815 31,737 $14.00 $444,318 

Auto Paving 100,397 $0.36821 $36,967 103,103 $0.36821 $37,964 

Total I 586,768 I $3,769,757 592,865 $4,396,024 I 

*Square Feet 

Alternatives to Approving the Proposed Lease 

According to the Department, there are limited alternatives to approving the lease with Mercury Air 
Cargo as follows: 

• Leasing the premises to a different tenant: Mercury Air Cargo, Inc. is a 54-year tenant of 
LAX in good standing; the company has invested $1.3 million to build a 12,700 square foot 
refrigeration unit that is the largest such unit on the airport grounds and the largest on the 
West Coast; the Lessee has made a total of $11 million in improvements. Consequently, it 
is unlikely that another tenant will improve on the performance of Mercury Air Cargo 

• Not leasing the premises to Mercury Air Cargo or any other tenant: LAWA does not need 
this facility for its own or other purposes; annual revenue of approximately $4.3 million 
would be lost if the property were to become unoccupied; and Mercury Air Cargo has 
agreed to the terms and conditions of the proposed lease extension 

Compliance with City Administrative Requirements 

Pursuant to Article Ill, Class I (18)(c) of the Los Angeles City CEQA (California Environmental 
Quality Act), the proposed extension, being that it is an extension of a lease for an existing facility 
involving negligible or no expansion of use and/or alteration or modification of the facility or its 
operations beyond that previously existing or permitted, is exempt from the provisions of CEQA. 

Since the proposed agreement is a property lease, the Department's request is not subject to the 
provisions of Charter Section 1022. To become effective, however, the City Attorney must approve 
the lease extension as to form. 

In compliance with the City's Standard Provisions, Mercury Air Cargo, Inc. has approved insurance 
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documents, in the terms and amounts required, on file with LAWA. Additionally, the Lessee is 
required to comply with the provisions of the Affirmative Action Program, Child Care Support 
Obligations Ordinance, Contractor Responsibility Program, First Source Hiring Program for all non
trade LAX Airportjobs, and the Living Wage Ordinance. The Department of Public Works, Office 
of Contract Compliance, has determined that the Contractor is in compliance with the 
requirements of the City's Equal Benefits Ordinance. The proposed First Amendment is not 
subject to the provisions of Bidders Contributions CEC Form 55 pertaining to the City's contract 
bidder campaign contribution and fundraising restrictions (Charter Amendment H) that became 
effective in April 2011. Pursuant to the Mayor's Executive Directive 2001-26, the City's 
Minority/Women Business Enterprise Program does not apply to the proposed lease extension. 

RECOMMENDATIONS 

That the Mayor: 

1. Approve, subject to Mercury Air Cargo, Inc.'s compliance with the City's Standard 
Provisions and City Attorney approval as to form, the proposed First Amendment to Lease No. 
LAA-8388 between the Los Angeles World Airports and Mercury Air Cargo, Inc. extending the term 
to September 30, 2021, for land, buildings, and improvements at the Los Angeles International 
Airport (LAX), 6040 A vi on Drive, including the proposed rental rates to enable Mercury Air Cargo, 
Inc. to continue providing air cargo services to airlines using LAX; and 

2. Return the proposed lease to the Department for further processing, including 
Council consideration. 

FISCAL IMPACT STATEMENT 

Approval of the proposed lease agreement with Mercury Air Cargo, Inc. will generate 
approximately $4,311,118 in revenue during the first year of the agreement and at least 
$41 ,314,880 (excluding any fair market rental rate adjustments) for the Los Angeles World Airports 
over the nine-year, seven-month term. Approval of the lease extension will have no impact on the 
City's General Fund; neither will it negatively affect the Department's capital or operating budgets. 
This lease complies with the Department of Airports' adopted Financial Policies. 

Time Limit for Council Action 

Pursuant to Charter Section 606, "Process for Granting Franchises, Permits, Licenses and 
Entering Into Leases," and the Los Angeles Administrative Code Section 1 0.5, "Limitation and 
Power to Make Contracts," unless the Council takes action disapproving a contract that is longer 
than five years within 30 days after submission to Council, the contract shall be deemed approved. 

MAS:WDC:10120087 
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BOARD FILE NO. LAA-8388A 

RESOLUTION NO. 24695 

WHEREAS, on recommendation of Management, there was presented for approval, First 
Amendment to Lease No. LAA-8388 with Mercury Air Cargo, Inc. to extend the term for 
leasehold located at 6040 Avion Drive at Los Angeles International Airport that will generate 
approximately $4,311,118 in revenue during the first year, and at least $41,314,880 over the 
amended term, exclusive of any fair market rate adjustments; and · · 

WHEREAS, on January 22, 2007, the Board of Airport Commissioners (Board) app'roved a 
new five (5)-year Lease (LAA-8388) with Mercury Air Cargo, Inc. (MAC). This Lease will 
expire on February 29, 2012; and 

WHEREAS, the First Amendment will extend the Lease term by nine years and seven 
months, making the Lease co-terminus with the lease for the adjacent parcel currently under 
lease with Raytheon Company. This will provide Los Angeles World Airports (LAWA) the 
option to redevelop approximately twelve (12) contiguous acres of land and improvements 
upon Lease expiration in 2021; and 

WHEREAS, below is a summary of key elements of the Lease: 

II Description Current Terms New Terms II 

Term: 

Commencement: March 1, 2007 Execution by 
Executive Director 

M-----
Ex~iration: - February 29, 2012 ~tember 30, 2021 
Cancellation Provision: Thirty (30) day notice Thirty (30) day notice 

Demised Premises: 
-~go Land 280,311 SF *283,017 

Warehouse/Office 159,201 SF *174,786 SF 
Hangar 46,919 SF *31,737 SF 
Auto Paving 100,397 SF *103,103 

Rent: 
_Cargo Land $2.80 SFIYR $2.80 SFIYR 

Warehouse/Office $15.16984 SF/YR $17.35 SFIYR 
Hangar 

r __ _,.....,_,h $11.37738 SFIYR $14.00 SFIYR 
Auto Paving $0.36821 SFIYR $0.36821 SFIYR; and 

* Square footage changes based on recent bwldmg and Leasehold survey. 

WHEREAS, land and paving rates reflect current Board-approved rates. Building rates are 
triple net and reflect market rents for similar improvements at Los Angeles International 
Airport (LAX). MAC has agreed to all rental rates. MAC will also provide a retro payment of 
approximately $332,546 for retroactive building rent to LAWA. MAC has agreed to all 
standard LAWA lease terms. MAC will be responsible for all utilities and building 
maintenance, including roof and structural maintenance. All rental rates will be subject to 
annual adjustments based on the Consumer Price Index, with a minimum increase of two 
percent (2%); and 

1 World 'Nay Los l\ngcles CalifornicJ 90045-9803 1\iiDii P.O. [Jo~ 92215 l.os M1geles California 90009-2216 Telephone 310 646 525~ Internet. wv1w.lawa.aero 



Resolution No. 24695 

WHEREAS, approval of the First Amendment will generate approximately $4,311,118 in 
revenue during the first year and at least $41,314,880 over the amended term, exclusive of 
any fair market rate adjustments; and 

WHEREAS, the issuance of permits, leases, agreements, and renewals, amendments or 
extensions thereof, involving negligible or no expansion of use beyond that previously 
existing or permitted is exempt from the requirements of the California Environmental Quality 
ACt (CEQA) pursuant to Article Ill Class 1 (18)(c) of the Los Angeles City CEQA Guidelines; 
and 

· WHEREAS, MAC will comply with the provisions of the Living Wage Ordinance; and 

WHEREAS, the Minority/Women Business Enterprise Program does not apply to leases 
pursuant to Mayor's Executive Directive 2001 ~26; and 

WHEREAS, MAC will comply with the provisions of the Affirmative Action Program; and 

WHEREAS, MAC has been assigned Business Tax Registration Certificate No. 0000707543; 
and 

WHEREAS, MAC will comply with the provisions of the Child Support Obligations Ordinance; 
and 

WHEREAS, MAC must have approved insurance documents, in the terms and amounts 
required, on file with LAWA prior to execution of First Amendment; and 

WHEREAS, MAC has submitted the Contractor Responsibility Program Pledge of 
Compliance, and will comply with the provisions of said program; and 

WHEREAS, MAC has been determined by the Public Works- Office of Contract Compliance 
to be in full compliance with the provisions of the Equal Benefits Ordinance; and 

WHEREAS, MAC will be required to comply with the provisions of the First Source Hiring 
Program for all non~trade LAX jobs; and 

WHEREAS, 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; 

NOW, THEREFORE, BE IT RESOLVED that the Board of Airport Commissioners determined 
that this action is exempt from the California Environmental Quality Act requirements; 
adopted the Staff Report; approved the First Amendment to Lease No. LAA~8388 with 
Mercury Air Cargo, Inc. to extend the term of the leasehold located at 6040 Avion Drive at 
Los Angeles International Airport that will generate approximately $4,311,118 in revenue 
during the first year, and at least $41,314,880 over the amended term; further approved the 
rental rate for the 6040 Avian Drive facility; and authorized the Executive Director to execute 
the First Amendment to Lease No. LAA-8388 with Mercury Air Cargo, Inc. upon approval as 
to form by the City Attorney and upon approval by the Los Angeles City Council. 

oOo 



Resolution No. 24695 -3-

I hereby certify that this Resolution No. 24695 
is true and correct, as adopted by the Board of 
Airport Commissioners at its Special Meeting 
held on Monday, January 23, 2012. 

Sandra J iller- Secretary 
BOARD OF AIRPORT COMMISSIONERS 



FIRST AMENDMENT TO LEASE NO. LAA-8388 BETWEEN 
THE CITY OF LOS ANGELES AND MERCURY AIR CARGO, INC. AT LOS 

ANGELES INTERNATIONAL AIRPORT 

This FIRST AMENDMENT TO LEASE NO. LAA-8388 is made and entered into this 
___ day of 2012, by and between the CITY OF LOS ANGELES, a 
municipal corporation, acting by order of and through its Executive Director of the Department 
of Airports also known as Los Angeles World Airports or LA WA (hereinafter referred to as 
"City"), and MERCURY AIR CARGO, INC. (hereinafter referred to as "Lessee"). 

RECITALS 

WHEREAS, City and Lessee previously entered into Lease No. LAA-8388, dated March 
1, 2007, covering certain demised premises consisting of approximately 280,311 square feet of 
land, 159,201 square feet of office warehouse, 46,919 square feet ofhanger, 61,406 square feet 
of auto paving airside, and 38,991 square feet of auto paving landside located at 6040 Avion 
Drive (the "Lease") at Los Angeles International Airport (hereinafter referred to as "Airport"); 
and 

WHEREAS, the parties desire to modify the terms of the Lease, including extending the 
term; 

NOW, THEREFORE, the parties hereto, for and in consideration of the terms, covenants 
and conditions herein contained, City and Lessee do hereby mutually agree that the Lease shall 
BE AMENDED AS FOLLOWS: 

AMENDMENTS 

Section 1. Article 1 ,Section 1.1 "Description," of said Lease is hereby deleted in its 
entirety, and a new Article 1, Section 1.1 "Description," is hereby substituted in its place with the 
following: 

"Section 1.1 Description. The Demised Premises consists of approximately 283,017 
square feet of land, 103,103 square feet of vehicle pavement, and 206,745 square feet of 
building." 

Section 2. Article 1, Section 2.1 "Term of Lease," of said Lease is hereby deleted in its 
entirety, and a new Article 1, Section 2.1 "Term of Lease," is hereby substituted in its place with 
the following: 

"Section 2.1 Term of Lease. The term of this Lease shall commence on March 1, 2007 
(Commencement Date), which date shall be the first day of the month following approval 
by the Los Angeles City Council, and shall terminate on September 30, 2021; subject, 

MERCURY AIR CARGO, INC. 
FIRST AMENDMENT 
CAA/#291771 . 1 



however, to earlier termination by either party upon giving to the other party a thirty (30) 
day advance written notice, or as otherwise provided herein." 

Section 3. Article 1, Section 4 "Payments to City," of said Lease is hereby deleted in 
its entirety, and a new Article 1, Section 4 "Payments to City," is hereby substituted in its place 
with the following: 

"Section 4. Payments to City. 

4.1. Rent. Lessee shall pay City the Monthly Rent as hereinafter defined commencing 
on the Effective Date. The Monthly Rent shall be as set forth in Payments, Exhibit B, and as 
adjusted pursuant to the terms of this Lease. Lessee acknowledges that (i) the Executive Director 
is authorized to replace Payments, Exhibit B, to reflect rental adjustments, fees and/or other 
charges established periodically by the Board that are reasonable and not unjustly discriminatory 
and (ii) that Lessee accepts responsibility for payments based on such modifications. Lessee shall 
be responsible for payment of any and all amounts due to City by sublessees of this Lease, if any, 
unless the Executive Director specifically waives such responsibility. Notwithstanding this 
Section 4.1 ., Lessee does not waive its right to seek relief from a court of competent jurisdiction 
to the extent such rental adjustment, fees, and/or charges are contrary to applicable law. 

4.2. Rental Adjustments. It is agreed that rent shall be adjusted each year in 
accordance with the procedures provided hereinafter. Fbr purposes of this section, "Lease Year" 
shall mean each 12-month period from July 1 through June 30 during the lease term. 

4.2.1. Annual Adjustments. Except when adjusted as provided in Article 1, 
Sub-section 4.2.2. Periodic Adjustment to Fair Market Rental, below, the Monthly Rent 
shall be subject to automatic, annual rental adjustments on July 1 (hereinafter referred to 
as "Annual Adjustment Date"). The Monthly Rent shall be revised and adjusted on the 
Annual Adjustment Date according to the percentage increase over the prior year, if any, 
in the Consumer Price Index, All Urban Consumers for the Los Angeles-Riverside
Orange County, California area, 1982-84=100 (hereinafter referred to as the "CPI-U"), as 
published by the U.S. Department of Labor, Bureau of Labor Statistics ("B.L.S."), or its 
successor as follows: 

4.2.1.1. Monthly Rent shall be multiplied by the CPI-U for the month of 
March immediately preceding the Annual Adjustment Date (called the 
11Adjustment Index"), divided by the said CPI-U as it stood on March of the 
prior year (called the "Base IndeX11

) and the result shall be the 11 Adjusted 
Monthly Rent'1 to be applied effective July 1 through June 30, annually, 
except during the applicable rental period, or fraction thereof, when rent is 
brought to Fair Market Value by the procedure set forth in Article 1, 
Subsection 4.2.2 hereunder. Under no circumstances during any year of 
application of the Annual Adjustment. shall the multiplying factor, consisting 
of the Adjustment Index divided by the Base Index, be less than two percent. 
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4.2.1.2. The formula for calculation of Adjusted Monthly Rent commencing 
each July 1 during the term of this Lease shall be as follows: 

Adjusted Monthly Rent =Monthly Rent x Adjustment Index 
Base Index 

4.2.1.3. Ifthe B.L.S. should discontinue the preparation or publication of the 
CPI-U, and if no transposition table is available, then City shall adopt a basis 
for adjusting and revising the Monthly Rent on July 1 annually to vary said 
Monthly Rent according to any increase in commodity consumer prices over 
the prior year. Under no circumstances during any year of application of the 
Annual Adjustment shall the multiplying factor, consisting of the Adjustment 
Index divided by the Base Index, be less than two percent (2%). 

4.2.2. Periodic Adjustment to Fair Market Rental. It is agreed that (i) the 
Land Rental Rates payable hereunder shall be adjusted to be effective as of July 1, 2015, 
and every five years thereafter to a fair market rental rate payable hereunder; (ii) the 
Paving Rental Rates payable hereunder shall be adjusted to be effective as of the 
Effective Date, and every five years thereafter to a fair market rental rate payable 
hereunder; and (iii) the Improvement Rental Rates payable hereunder shall be adjusted to 
be effective as of June 18, 2016, and every five years thereafter to a fair market rental 
rate payable hereunder (each a "Periodic Adjustment Date'). 

4.2.2.1. Parties May Negotiate in Good Faith. In accordance with the 
"Periodic Adjustment to Fair Market Rental" provision above, the parties may, in 
good faith, negotiate the rental rate(s) applicable to the subject adjustment 
period(s) as referenced above. Such good faith negotiations may include the 
involvement of a third party reviewer to review and make nonbinding 
recommendations regarding each party's rate adjustment proposal. The parties 
shall have continuing opportunities to negotiate in good faith in an attempt to 
reach agreement on rental adjustment(s) notwithstanding each pmty's obligation 
to perform its duties as described under Subsection 4.2.2.2 below. If the parties 
are able to reach an agreement on the adjustment to the rental rate(s), then said 
rate(s) shall be presented as a recommendation to the Board. 

4.2.2.2. Appraisal Process. If the parties cannot reach agreement on the rental 
rate(s), or the Board does not approve the agreed upon rental rate(s) as described 
in Subsection 4.2.2.1, then, at least twelve (12) months prior to the Periodic 
Adjustment Date parties shall determine the Monthly Rent by the following 
procedure. The City may elect to have such procedures apply only to the rent 
applicable to improvements and may adjust the land rental rates on the basis of 
airport wide land rental rates then in effect, provided that such rates were adopted 
in compliance with applicable laws. 

• Step 1: The Executive Director shall provide the Lessee with a copy 
of the City's list of qualified appraisers for the Airport. Each appraiser ·· 
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on the City's list shall be a member of the Appraisal Institute, or its 
successor organization, and shall meet such other minimum 
qualifications as may be established by the Executive Director ("a 
Qualified Appraiser"). No later than fifteen (15) calendar days 
thereafter, the Lessee shall select one Qualified Appraiser and notify 
the Executive Director of such selection. If for any reason the selected 
Qualified Appraiser is unable to complete the appraisal, the Lessee 
shall select another Qualified Appraiser within fifteen ( 15) calendar 
days. The Executive Director shall set the time and place for a 
conference, at which time the Qualified Appraiser shall be instructed 
to conduct the appraisal in substantially the same manner as 
established by the Executive Director, with reasonable input from the 
Lessee, and applicable to the Demised Premises and similar premises 
at the Airport ("Appraisal Instructions"). The City shall pay the fees 
and expenses of the selected Qualified Appraiser. The appraisal and 
the completed appraisal report must meet the Uniform Standards of 
Professional Appraisal Practice (USP AP) or it will be rejected. A 
copy of the completed, USP AP compliant appraisal report (the 
"Appraisal Report") shall be made available to the Lessee for review 
within a time specified by the Executive Director, but in any event no 
later than sixty ( 60) calendar days of the conference set by the 
Executive Director. This time for delivery of the Appraisal Report 
may be extended if mutually agreed to, in writing, by the parties. 
Within fifteen-(15) calendar days of delivery of the appraisal report, 
the Executive Director shall fix the time and place for a conference 
between the parties hereto. At such conference, the parties shall 
attempt to reach an agreement on rentals. If Lessee and City reach 
agreement, the Executive Director shall present the results as a 
recommendation to the Board. 

• Step 2: If Lessee and City are still unable to reach agreement on the 
adjusted rental(s), then the Executive Director's recommended rentals, 
the Appraisal Reports, and any other relevant material shall be 
furnished to Board. In the event the parties are still unable to reach 
agreement, and Lessee obtains and pays for a USP AP compliant 
appraisal report from an appraiser who meets the qualification 
standards for a Qualified Appraiser and follows the Appraisal 
Instructions, all as described above, then that appraisal report shall also 
be presented to the Board. Board shall review all facts and evidence, 
including the appraisal report(s), submitted to it and shall then 
prescribe the adjusted rental that, in the Board1s opinion, is the most 
appropriate to apply throughout the respective adjustment period. 

4.2.3. With respect to additions, improvements, or alterations to leasehold 
structures authorized by City and made by Lessee during the term of this Lease, Lessee 
shall not be charged rent for the rental value thereof unless and until title to·- said .. 
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additions} improvements} or alterations revert to City pursuant to the terms of this Lease 
or by operation of law. 

4.2.4. Nothing herein shall prejudice the right of Lessee to contest, in a court of 
competent jurisdiction, such adjusted rental in the event said Board may have acted 
arbitrarily or unreasonably. However, pending the outcome of any such litigation, Lessee 
shall be obligated first to either pay the new rental and all retroactive amounts directly to 
City as they come due, or deposit such increased amounts of such rental and the 
retroactive amounts into a joint escrow account. Provision shall be made for the payment 
to the City ofthe escrowed funds, including accrued interest, (to the extent such funds are 
owed by Lessee to City) upon a final determination of the appropriate rental adjustment, 
if any. 

4.2.5. It is agreed that failure by the parties to timely comply with the rental 
readjustment procedures herein shall not be construed to constitute a waiver of the right 
of City to a rental readjustment. In the event adjustment of rental is not completed prior 
to the adjustment date, Lessee shall continue to pay the rent set for the preceding period, 
at the intervals and in the manner fixed for such preceding period, and if such rent is 
thereafter fixed in a different amount, such new rental shall take effect retroactively back 
to the beginning date of the readjustment period. Subject to Lessee's right of contest and 
right to escrow funds, unless the Board otherwise agrees to a payment plan with interest, 
Lessee shall promptly pay to City that sum, if any, which has accrued as a result of such 
retroactive application. If a rental reduction occurs, City shall provide a rent credit to 
Lessee's account equal to the sum which has accrued as a result of such retroactive 
application. 

4.2.6. If City has complied with the appraisal procedure and related time frames 
as set forth above, City shall be entitled to receive, in addition to all retroactive rents that 
become due as a result of Board-adjusted rental rate(s), the time value of said rental 
increase(s) calculated from the effective date of the increase(s) to the time period that the 
rental increase(s) are assessed to the Lessee at an interest rate representing what the City 
may have otherwise been entitled to if the funds associated with the increase(s) were 
available for City's use; however, in no event shall the interest rate be less than 5%. 

4.2.7. Assessments, Fees, and Charges. In addition to the rental obligation, 
Lessee hereby agrees to pay such assessments, fees, and charges as shall be set by the 
Board and that shall be generally applicable to similarly situated lessees at Airport." 

4.2.8. Pavement Rental Rate Methodology. The rental rate valuation 
methodology for Paving is currently under review. It is anticipated that a new methodology will 
be applied in future. Such new methodology will consider, among other factors, repair and 
replacement costs and depreciated replacement cost methodology. 

Section 4. Article 2, Section 31 "Equal Benefits Ordinance/' of said Lease is hereby 
deleted in its entirety, and a new Article 2, Section 31 "Equal Benefits Ordinance," is hereby 
substituted in its place with the following: 
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"Section 31. Equal Benefits Ordinance. 

31.1. Unless otherwise exempt in accordance with the provisions of the Equal Benefits 
Ordinance ("EBO"), Lessee certifies and represents that Lessee will comply with the applicable 
provisions of EBO Section 1 0.8.2.1 of the Los Angeles Administrative Code, as amended from 
time to time. Lessee shall not, in any of its operations within the City of Los Angeles or in other 
locations owned by the City of Los Angeles, including the Airport, discriminate in the provision 
of Non-ERISA Benefits (as defined below) between employees with domestic partners and 
employees with spouses, and/or between the domestic partners and spouses of such employees, 
where the domestic partnership has been registered with a governmental entity pursuant to state 
or local law authorizing such registration. As used above, the term "Non-ERISA Benefits" shall 
mean any and all benefits payable through benefit arrangements generally available to Lessee's 
employees which are neither "employee welfare benefit plans" nor "employee pension plans", as 
those terms are defined in Sections 3(1) and 3(2) of ERISA. Non-ERISA Benefits shall include, 
but not be limited to, all benefits offered currently or in the future, by Lessee to its employees, 
the spouses of its employees or the domestic partners of its employees, that are not defined as 
"employee welfare benefit plans" or "employee pension benefit plans", and, which include any 
bereavement leave, family and medical leave, and travel discounts provided by Lessee to its 
employees, their spouses and the domestic partners of employees. 

31.2. Lessee agrees to post the following statement in conspicuous places at its place of 
business available to employees and applicants for employment: 

"During the term of a Lease with the City of Los Angeles, the Lessee will provide 
equal benefits to employees with spouses and its employees with domestic partners. Additional 
information about the City of Los Angeles' Equal Benefits Ordinance may be obtained from the 
Department of Public Works, Bureau of Contract Administration, Office of Contract 
Compliance at (213) 847-6480." 

31.3. The failure of Lessee to comply with the EBO will be deemed to be a material 
breach of the Lease by City. If Lessee fails to comply with the EBO, the City may cancel or 
terminate the Lease, in whole or in part, and all monies due or to become due under the Lease 
may be retained by the City. The City may also pursue any and all other remedies at law or in 
equity for any breach. Failure to comply with the EBO may be used as evidence against Lessee 
in actions taken pursuant to the provisions of Los Angeles Administrative Code Section 1 0.40, 
et seq., Contractor Responsibility Ordinance. If the City determines that Lessee has set up or 
used its contracting entity for the purpose of evading the intent of the EBO, the City may 
terminate the Lease." 

Section 5. Article 2, Section 38 "Alternative Fuel Vehicle Requirement Program 
{LAX Only)," is hereby added to the Lease: 

''Section 38. Alternative Fuel Vehicle Requirement Program (LAX Only). 
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38.1. Lessee shall comply with the provisiOns of the Alternative Fuel Vehicle 
Requirement Program. The rules, regulations, and requirements of the Alternative Fuel Vehicle 
Program are attached hereto as Exhibit M and made a material term of this Lease." 

Section 6. Exhibit B of the Lease is hereby deleted in its entirety and replaced with 
Exhibit B-1 attached hereto. 

Section 7. Exhibit M is attached hereto and is hereby incorporated into the Lease. 

Section 8. It is understood and agreed by and between the parties hereto that, except 
as specifically provided herein, this First Amendment shall not in any manner alter, change, 
modify or affect any of the rights, privileges, duties or obligations of either of the parties hereto 
under or by reason of the Lease, and except as expressly amended herein, all of the terms, 
covenants, and conditions of the Lease shall remain in full force and effect. 
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IN WITNESS WHEREOF, on this _ · _ day of , 20 ~ · . .-City has 
caused this First Amendment to be executed by Executive Director and Lessee has 
caused the same to be executed by its duly authorized officers and its corporate seal to be 
hereunto affixed, all as of the day and year first hereinabove written. 

ATTEST: 

----~ .. cretary (S1gnature) 

~\J\0.1:\. bktbs-t-
PrintName 

[SEAL] 
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CITY OF LOS ANGELES 

By ____________________ __ 

Executive Director 
Department of Airports 

-:lo~e_ph A-~ Cz)?..¥ k 
Print Name 

P~~ '~e.V"\ .\-
Print Title 



LOS ANGELES WORLD AIRPORTS 
Mercury Air Cargo, Inc. 
6040 A vion Drive 

DescriQtion 
*Cargo Land 
Auto Paving 
Warehouse 
Office 
Hangar 

EXHIBIT "B" 
PAYMENTS* 

Area Annual Rate 
283,017 SF $2.80 
103,103 SF $0.36821 
135,296 SF $17.35 
39,712 SF $17.35 
31,737 SF $14.00 

206,745 Pa~ments 

Annual Rental 
$792,447.60 

$37,963.56 
$2,347,385.60 

$689,003.20 
$444,318.00 

~4,311,117 .96 

*Notes: Rent, fees and other charges, as set forth in this Exhibit B are subject to 
adjustment pursuant to the terms of this Lease. 

Cargo Land rates will adjust on 7/1/12 from $2.80 to $3.10 PSFPY 

EXHIBIT B 

Monthl~ Rental 
$66,037.30 

$3,163.63 
$195,615,47 
$57,416.93 
$37,026.50 

~359,259.83 


