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AWARD OF A SEVEN-YEAR CURRENCY EXCHANGE AND BUSINESS SERVICES
CONCESSION AGREEMENT, WITH THREE ONE-YEAR EXTENSIONS, TO LENLYN
LTD. dba ICE CURRENCY SERVICES USA FOR MULTIPLE LOCATIONS AT THE
LOS ANGELES INTERNATIONAL AIRPORT

SUMMARY

The Executive Director of the Los Angeles World Airports (LAWA; Department) requests approval to
award a currency exchange and business services agreement (for currency purchase and sales,
money wire transfers, notary public services, travel insurance, pre-paid phone and currency cards,
frequent flyer loyalty cards, foreign currency ATMs, zero percentage commission buy backs, visitor
guides, etc.) for the Los Angeles International Airport (LAX) to Lenlyn Ltd. dba ICE Currency
Services USA (ICE Currency Services; contractor). The proposed agreement is for seven years with
three one-year extension options, for a total of 10 years, and will result in approximately $57.5 million
in revenue to LAWA over the initial seven-year term (or approximately $8.21 million annually).

The currency exchange and business services locations will initially be in Terminals 2, 4, 5, 6, 7, and
the Tom Bradley International Terminal with the possibility of adding locations in Terminals 1, 3, and
8 at the discretion of LAWA—all with the intent to complement the new concession operations being
added to Terminals 1, 2, 3, 6, and the Tom Bradley International Terminal (at this time, exact
locations for the currency exchange and business services locations are unavailable).

ICE Currency Services was selected through a competitive process involving two proposers that
concluded in May 2014. If approved, the proposed agreement, subject to City Attorney approval as to
form, will likely become effective in mid- to late August 2014 and conclude in August 2021 (excluding
the three one-year options to be exercised at LAWA's discretion), thereby replacing the current
concessions contract, with the same company, that expires on February 28, 2015.

In addition to operating and managing the currency exchange and business services facilities, the
contractor will manage all aspects of their construction and refurbishment, guaranteeing an
investment of $1.7 million. Furthermore, the Department will receive the greater of a Minimum
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Annual Guarantee (MAG) or a percentage rent equivalent to 10.08 percent of the contractor's annual
gross revenue applied to all services provided to airport customers. The MAG is determined annually
as the greater of the following three elements:

o Floor Element
Year 1: $6 million
Year 2: $6.4 million
Year 3 and thereafter: Floor element from the prior year increased by 50 percent of the
Consumer Price Index (CPI) percentage change.

o Prior Year Element
90 percent of all payments to LAWA in the prior year.

o PIPP (Per International Passenger Payment) Element
Beginning in the third year of the primary term of the Agreement, the number of enplaned
international passengers is multiplied by a PIPP rate of $0.88. This rate will increase annually
by 50 percent of CPI.

With respect to the MAG, the Department anticipates that the various elements will not be of equal
importance throughout the term: for example, the Floor Element will likely be emphasized during the
earlier years of the agreement; the PIPP will, as the primary element in the middle years of the term,
receive more of the emphasis in those years; while the 90 percent of the prior year's payments
element will receive greater emphasis toward the latter part of the seven-year term. The less-than-
CPI annual adjustments reflected in the Floor Element and PIPP Element above illustrate the fact
that LAWA's revenue strategy seeks to balance obtaining significant early-years revenue with helping
the contractor to mitigate a substantial level of currency exchange risk.

The seven-year contract term was determined by LAWA to be optimal in that it allows sufficient time
for the contractor to recover its investment and obtain a reasonable profit.

The concession agreement can be terminated, in whole or in part, with 30 days' written notice under
the following circumstances: (1) if the contractor fails to secure appropriate approvals to build its new
currency exchange locations, (2) if LAWA determines that the airport's operations require the use of
the space, or (3) for contractor default.

The above-referenced aspects of the proposed concession agreement, and this report, are based
upon revised information received from the Department subsequent to the initial request submittal.
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," in that the proposed concession agreement is for a term greater than five years, Council
approval is required. Additionally, to become effective, the City Attorney must approve the agreement
as to form.

The proposed agreement was approved by the Board of Airport Commissioners at its June 16, 2014
meeting.
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BACKGROUND

Contractor Selection Process

On November 26, 2013, the Department released a Request for Proposals (RFP) to obtain the
services of a Currency Exchange and Business Services Concessions Operator for LAX. On March
28, 2014, LAWA received two proposals for consideration from ICE Currency Services USA and
Travelex Currency Services Inc. Four evaluators from the Department—the Chief Operating Officer;
the Deputy Executive Director, Commercial Development Group; the Director of Terminals Business
Management; and the Customer Services Director—reviewed and ranked the two proposals and held
interviews on May 15 and 20, 2014, to allow for clarification of the proposal contents.

According to LAWA staff, the two proposals were scored based upon eight criteria with a maximum
total of 100 points, as noted below:

PROPOSALS EVALUATION CRITERIA POINTS
Qualifications and Experience
Financial Capability
Financial Return to LAWA

Per International Passenger Payment (PIPP) Rate
Percentage Rent

Management and Operations
Design and Qualityof Improwments
Customer Service Initiathe

10

30
20
10
10
10

100

Upon conclusion of the oral interviews, the evaluation panel used the above criteria and
accompanying scores to develop the final rankings as follows:

Proposer Rank

Lenlyn Ltd. dba ICE Currency Services USA 1
Travelex Currency Services Inc. 2

The Department notes that ICE Currency Services was ranked first by the evaluation panel primarily
due to (1) its higher guaranteed rent to LAWA, (2) a currency exchange and business services
locations design that compliments "a sense of place in Los Angeles," (3) its greater capital
investment in LAX, and, (4) services that reflect an understanding of and response to its airport
customers' needs. There were no protests filed by either proposer during the selection process.

Duties and Responsibilities of the Contractor

According to the Department, there are approximately 300,000 annual currency transactions at LAX
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under the current agreement with approximately 50 different currencies traded at an average annual
dollar amount of $69.1 million. Given the volume of transactions and the importance of the currency
exchange and business services at LAX, the contractor's concession will include the following
services at Terminals 2, 4, 5, 6, 7, and the Tom Bradley International Terminal (and possibly at
Terminals 1, 3, and 8):

• Providing customer service-oriented services such as travel insurance, cash advance on
credit cards, pre-paid phone cards, foreign currency ATMs, pre-paid currency cards, Online
Click and Collect (where the customer places an order online and picks up the merchandise
from a dedicated collection point at a time of his or her choosing), zero percent commission
buy back option (whereby the contractor buys back unspent currency purchased from ICE
Currency Services without applying a service charge as long as the original sales receipt is
retained), rate protection guarantees, discounts for airport staff, frequent traveler loyalty
cards, and visitor guides

• Managing the currency exchange locations' construction and refurbishment
• Buying and selling currencies
• Providing money wire transfers
• Providing notary public services

Contract Terms

In addition to the initial seven-year term, the concession agreement allows for three one-year
renewal options to be exercised at the discretion of the Department and with the concurrence of ICE
Currency Services.

The proposed seven-year contract period, and three one-year optional extensions, is considered
optimal by the Department in that it allows adequate time for ICE Currency Services to recoup its
$1.7 million capital improvements investment.

Estimated Revenue

With the proposed agreement, the Department estimates that the initial revenue will be
approximately 10 percent higher than that obtained under the current agreement. The Department
projects average annual revenue of $8.21 million over the seven-year primary term.

Alternatives to Approving the Proposed Concessions Agreement

According to the Department, there is no viable alternative to approving the proposed concession
agreement with ICE Currency Services USA. Implementing the agreement will enable LAWA to (1)
obtain increased revenue compared to that obtained from the current agreement, (2) receive $57.5
million in revenue over the seven-year primary term, (3) leverage a $1.7 million investment in capital
improvements made by the contractor to the currency exchange locations, and, (4) to increase the
number and types of services offered to the travelling public at LAX. For those reasons, the
Department requests approval of the proposed Currency Exchange and Business Services
Concessions agreement.
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Compliance with City Administrative Requirements

In addition to the contractor's compliance with the City's Standard Provisions for contracts, the City
Attorney must approve the agreement as to form. ICE Currency Services has been assigned a
Business Tax Registration Certificate number. The contractor must also comply with the following:
the Service Contractor Worker Retention and Living Wage Ordinances, Affirmative Action Program,
Child Support Obligations Ordinance, the City's insurance requirements, Contractor Responsibility
Program, and the First Source Hiring Program for all non-trade LAX airport jobs. ICE Currency
Services has submitted the required Bidder Contributions CEC (City Ethics Commission) Form 55
pertaining to the City's contract bidder campaign contribution and fundraising restrictions (Charter
Section 470 {c}{12}) that became effective in April 2011, and must comply with its provisions. In
addition to the above, and prior to contract execution, the contractor must obtain a determination by
the Department of Public Works, Office of Contract Compliance that it is in full compliance with the
provisions of the Equal Benefits Ordinance.

Department staff determined that work specified in the proposed concessions agreement is not
subject to the provisions of Charter Section 1022 (Use of Independent Contractors). The
Procurement Services staff reviewed the concession operation and established a goal of 10 percent
for the ACDBE (Airport Concessions Disadvantaged Business Enterprise) participation. Department
staff reports that the contractor has (1) proposed a 10.64 percent level of participation, and, (2) made
a good faith effort at outreach to ACDBE subcontractors.

With respect to compliance with the requirements of the California Environmental Quality Act
(CEQA), the issuance of permits, leases, agreements or other entitlements granting use of existing
facilities at a municipal airport involving negligible or no expansion of use beyond that previously
existing or permitted is exempt from the requirements pursuant to Article III, Class 1(18) (c) of the
Los Angeles City CEQA Guidelines.

RECOMMENDATIONS

That the Mayor:

1. Approve, subject to City Attorney approval as to form and determination by the
Department of Public Works, Office of Contract Compliance, of the Contractor's
compliance with the provisions of the Equal Benefits Ordinance prior to execution of
the Agreement, and compliance with the City's Standard Provisions for Contracts
including: the Service Contractor Worker Retention and Living Wage Ordinance,
Affirmative Action Program, Child Support Obligations Ordinance, approved insurance
documents, Contractor Responsibility Program, the First Source Hiring Program for all
non-trade airport jobs, City Ethics Commission Form 55 pertaining to the City's
contract bidder campaign contribution and fundraising restrictions (Charter Section 470
{c}{12}), and Charter Section 609(e) provisions governing political contributions, the
proposed Currency Exchange and Business Services Concession Agreement between
the Los Angeles World Airports (LAWA) and Lenlyn Ltd. dba ICE Currency Services



CAO File No. PAGE
0150-01431-0012 6

USA for the provision of currency exchange and business services at the Los Angeles
International Airport (LAX); and,

2. Return the proposed Concession Agreement to the Los Angeles World Airports for
further processing, including Council consideration.

FISCAL IMPACT STATEMENT

Approval of the proposed Currency Exchange and Business Services Concession Agreement will
result in revenue to LAWA of approximately $57.5 million over the seven-year term (excluding the
three one-year renewal options). The estimated $57.5 million in revenue represents, according to
LAWA, an increase when compared to revenue being generated under the current LAX currency
exchange services contract. In addition to the projected revenue, the Department will benefit from a
$1.7 million investment by the contractor in construction and refurbishment costs for the various
currency exchange locations at LAX. The Agreement complies with the Department of Airports'
adopted Financial Policies. Approval of the proposed concession agreement will have no impact on
the Department's Operating or Capital Budgets or the City's General Fund.

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 10.5, "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.
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