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The Mayor
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referred by the Mayor for a report on October 16, 2018

Subject:

APPROVAL TO AWARD AND EXECUTE AN AGREEMENT WITH LA GATEWAY
PARTNERS, LLC TO DESIGN, BUILD, FINANCE, OPERATE AND MAINTAIN A
CONSOLIDATED RENT-A-CAR FACILITY AT LOS ANGELES INTERNATIONAL
AIRPORTS

iDr,

RECOMMENDATIONS
That the Mayor:
1.

Approve the award of an Agreement with LA Gateway Partners (LAGP), LLC the
Recommended Developer, in an amount-not-to-exceed $2,028,302,301, for a 28-year
term, to design, build, finance, operate and maintain the Landside Access Modernization
Program’s Consolidated Rent-A-Car Facility project at Los Angeles International Airport.
Prior to issuance of a Notice to Proceed, LAGP will have approved insurance
documents, in the terms and amounts required, on file with the Los Angeles World
Airports. Prior to execution of the Agreement, LAGP must be determined by the Public
Works Department, Office of Contract Compliance to be in full compliance with the
provisions of the Equal Benefits Ordinance. Prior to submission of the first invoice, LAGP
must obtain a Business Tax Registration Certificate Number. LAGP already has
submitted: the Bidder Contributions City Ethics Commission Form 55 and will comply
with its provisions; and, the Contractor Responsibility Program Questionnaire and Pledge
of Compliance and will comply with provisions of the Contractor Responsibility Program.
In addition, pursuant to Charter Section 1022, staff has determined the work specified in
the proposed LAGP contract can be performed more feasibly or economically by an
Independent Contractor than by City employees. The LAGP team will comply with the
City’s Standard Provisions for the Affirmative Action Program, Child Support Obligations,
First Source Hiring Program for all non-trade LAX Airport jobs, Living Wage Ordinance
and the Labor Code of the State of California (Prevailing Wage),

2.

Authorize the Chief Executive Officer to execute the proposed LAGP Agreement, upon
approval as to form by the City Attorney, and,
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Return the Consolidated Rent-A-Car Facility project Agreement to the Los Angeles World
Airports for further processing, including Council consideration.

SUMMARY
The Los Angeles World Airports (LAWA, Department) executives and staff continue to initiate
capital projects at Los Angeles International Airport (LAX) which will transform and benefit the
traveling public as well as nearby residents and businesses. Through its Landside Access
Modernization Program (LAMP), the Department is implementing projects to improve the travel
experience for passengers, reduce traffic congestion around LAX and within the Central Terminal
Area (CTA), and connect LAX to the area’s regional public and private transportation system. The
Consolidated Rent-A-Car Facility (ConRAC) and an Automated People Mover (APM) system are
two such LAMP projects.
Through a rigorous, competitive selection process (November 2016 through-September 2018),
LAWA staff selected a Recommended Developer team to deliver the ConRAC project.
Department management, the Board of Airport Commissioners (BOAC), City Council and officials
supported a public-private-partnership (P3) contracting model through which the Recommended
Developer will design, build, finance, operate and maintain (DBFOM) the ConRAC project. As
explained by LAWA staff, a DBFOM process allows public sector agencies to utilize private sector
expertise and innovation while sharing risks and responsibilities for financing.
An initial process, Request for Qualifications, began in November 2016. It yielded Statements of
Qualifications from six interested teams. After an extremely thorough review, by May 2017 four
teams were deemed eligible to compete for the ConRAC project. According to Department staff,
the next phase was a rigorous, almost one-year process that included technical, commercial and
aesthetic discussions with each team during which the Request for Proposal (RFP) was
developed and finalized.
The final RFP established a two-step procurement process. Applicants were required to submit a
Technical Proposal (by July 13, 2018) that was received, evaluated and scored prior to the
submission of a Financial Proposal (received August 7, 2018). The Technical Proposal was 30
percent of an applicant’s overall score and the Financial Proposal was 70 percent of the overall
score. The RFP detailed evaluation criteria for both Proposals. The submissions were examined
independently by members of the separate panels - Technical Review, Technical Scoring and
Financial.
Of the four teams that competed to develop the ConRAC, LA Gateway Partners (LAGP), LLC
was the selected Recommended Developer. This team achieved the Lowest Ultimate Cost
Proposer as follows:
•

LAGP submitted the second highest scoring technical proposal as well as the financial
proposal with the lowest cost and below the affordability target.
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LAGP scored no lower than second place in all other technical subcategories.
LAGP presented the lowest cost for both Design and Construction, and Operation and
Maintenance.

Background
Currently, rental car companies authorized to operate "on-airport” at LAX are spread out over 20
locations and require eight independent shuttle-busing systems to access the CTA. It is noted
that LAX is the second-largest rental car airport market in the United States and an average of
267,000 vehicles are rented monthly from LAX rental car companies. Department staff reports, to
date, 13 of the top 15 airports in the United Stated have either opened a consolidated rental car
facility or are in pre-development stages of construction for one.
The proposed ConRAC, an approximately 5.3 million square foot facility, will be located
approximately two miles east of LAX, near the 405 Freeway (Manchester Square area) and
provide 24-hours-a-day service to the tenant rental car companies. Department staff expects the
ConRAC will: enhance the customer experience by facilitating a choice of rental car providers;
create a welcoming location to pick up and drop off cars via easy access from major freeways;
allow ease of transfer to the CTA using the APM; and, create job opportunities for those within the
local community. Another benefit that LAWA expects will result from implementing the ConRAC
and APM projects is improved air quality in the area surrounding LAX if emissions from
transportation sources are reduced as fewer vehicles are driven within the CTA.
The BOAC and the City Council approved 20-year leases with seven rental car companies
(representing 14 rental car brands) on August 16, 2018 and September 21, 2018, respectively.
The leases authorize the rental car companies to operate concessions from the ConRAC after it
is constructed (C.F. No. 18-0811).
The proposed APM will move along an elevated guideway to transport passengers to and from
LAX between six stations, the CTA and the ConRAC. The APM will be free for airport users and it
is anticipated that passengers on the APM will travel from the ConRAC to the CTA in
approximately 10 minutes. On April 11, 2018, the City Council approved a 30-year, $4.9 billion
contract, with LAX Integrated Express Solutions (LINXS) to design, build, finance, operate and
maintain the APM (C.F. No. 18-0283). The LINXS Team is contractually obligated to have the
APM achieve Passenger Service Availability by March, 2023.

Proposed DBFOM Agreement with LA Gateway Partners
The BOAC approved the proposed DBFOM Agreement between LAWA and LAGP during its
October 18, 2018 meeting for an amount-not-to-exceed $2,028,302,301, and for a term of 28
years. Also approved were additional recommendations from LAWA management pertaining to
the DBFOM Agreement, to:
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Determine the action is exempt from the California Environmental Quality Act (CEQA)
pursuant to Article II, Section 2.i of the Los Angeles City CEQA Guidelines.
Find the LAGP proposal represents the lowest ultimate cost to the City compared to any
other responsive proposal submitted.
Approve the DBFOM Agreement, and related ancillary agreements, for the LAMP
ConRAC, in an amount not-to-exceed $2,028,302,301.
Approve a budgeted Owner’s Contingency in the not-to-exceed amount of $91,971,081
that can only be used through Change Orders authorized by the Chief Executive Officer or
the BOAC.
Authorize the Chief Executive Officer to approve and execute contract Change Orders up
to the budgeted Owner’s Contingency of $91,971,081 provided that prior to execution of
any Change Order in excess of $5,000,000, the BOAC shall first have reviewed and
authorized the execution thereof.
Appropriate capital funds in the amount not-to-exceed $1,768,325,945 for this project.
Authorize the Chief Executive Officer to execute the DBFOM Agreement, and related
ancillary agreements with LAGP, upon approval as to form by the City Attorney and
approval by City Council.
Adopt the BOAC Resolution to comply with Los Angeles Charter Section 609.

An Early Works Agreement was approved September 6, 2018 by the BOAC, for an amount-notto-exceed $5,000,000. This document allowed the Recommended Developer to begin pre
construction activities in advance of final execution of the DBFOM Agreement for the ConRAC
Project. The DBFOM Agreement anticipates LAGP will devote approximately four years for
design and construction (D&C) and the balance of 24 years will be for facility operations and
maintenance (O&M). When LAGP transfers the ConPAC facility back to LAWA after the 28-year
Agreement term ends, it is required that the facility have at least five years remaining life. The
condition of the ConRAC will be determined by an independent engineer. There are two
contractual obligation deadlines that LAGP must meet: (1) by August 2021, the shell of the APM
‘ConRAC station’ must be ready (a deliverable) for the APM developer; and, (2) by March 2023,
present an operational readiness of the ConRAC facility.
Through the proposed 28-year DBFOM Agreement, the responsibility to finance the ConRAC
Project for an amount not-to-exceed $2,028,302,301 solely belongs to LAGP. Provisions within
the DBFOM Agreement define Developer’s right and responsibility to finance, to maintain private
capital investment for, and to bear all risks of this LAMP project. Likewise, the Agreement
provisions limit City and LAWA responsibility and obligation for project debt (unless otherwise
stated). One of the ancillary documents to be executed by the LAWA Chief Executive Officer is a
Direct Agreement between LAGP, LAWA, and an agent of the Developer’s Lender. Staff notes
the Direct Agreement details specific financial relationships and conditions among its three
parties.
The Recommended Developer will recoup ConRAC Project costs through payment structures
detailed in the proposed Agreement. While the proposed D&C costs as submitted by LAGP are
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$1,011,163,121, final D&C cost may vary slightly according to final work provided. Under the
DBFOM Agreement, LAWA and LAGP have certain contractual obligations during the D&C period
to facilitate interagency coordination, completion of other enabling (supporting) projects and
managing interfaces with other internal capital projects to keep the ConRAC Project on its
projected schedule. The LAWA will make periodic and milestone payments to LAGP during, and
upon completion of, construction to partially cover D&C costs. When the ConRAC operations
begin, LAWA will make annual availability payments to LAGP, to be paid in monthly installments,
during the remainder of the contract term. Availability payments will cover the non-LAWA funded
construction costs, as well as financing, and operations and maintenance costs. Details of the
payment structure, non-compliance points to trigger corrective measures and deductions due to
failure to meet performance requirements, and other concerns, are found in the proposed
DBFOM Agreement, primarily in provisions of Article 11, Payments to Developer, Article 15,
Deductions and Noncompliance Points, and Exhibit 4 Payment Mechanism.
Department staff reports the primary source of funding for the ConRAC Project is Customer
Facility Charges (CFCs) for eligible costs. Other revenue includes LAX non-aeronautical
revenues, special facility bond proceeds, and revenues from concession and lease agreements
with the rental car companies.
The Recommended Developer will comply with the Labor Code of the State of California
(Prevailing Wage) and with applicable provisions of the City’s Living Wage Ordinance. Staff notes
that LAGP has innovative and comprehensive approaches to, and commitment for, Sustainability
and Inclusivity goals. The Recommended Developer is committed to meeting the minimum
amount of solar energy - 4.7 megawatts (RFP required), and committed to exceeding the
minimum requirement for LEED Silver for the ConRAC facility. These are two of the stated
Sustainability goals proposed by LAGP. The proposed DBFOM Agreement contains Inclusivity
commitments throughout both phases of the ConRAC Project - D&C and O&M - to the following
categories: Local Hiring; Workforce; Local Small Business Enterprise; Local, Small Business
Enterprise; and, Disabled Veterans Business Enterprise. In addition to working with certified
businesses, LAGP will seek to hire from programs set-up with four-year college program for
veterans, local technical college hiring program, and local training programs that focus on
incorporating people from disadvantaged and underrepresented local populations.
The DBFOM Agreement details insurance requirements which LAWA and LAGP are required to
procure and maintain. This includes General, Controlled and Project-Specific Insurances, among
others. Failure to carry LAWA acceptable, adequate insurances may put the continuance of the
Agreement at risk. Furthermore, there are provisions in the Agreement that outline Payment and
Performance Security requirements for D&C Security and O&M Security.
The Recommended Developer shall indemnify and hold harmless the Indemnified Parties from
and against any and all claims as stated in Article 10, Section 10.5 of the proposed DBFOM
Agreement. Also, there are provisions and procedures to allow for contract termination if in
LAWA’s best interest, due to a force majeure event, change of law or other specified event, or if
within the rights of the Recommended Developer. Article 17 of the proposed DBFOM Agreement
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contains the entire and exclusive rights of LAWA and the Developer regarding termination, and
each party waives, to the maximum extent permitted by law, any and all other rights to terminate.
There are over 35 listed entities as partners in LAGP. The partner categories are: Equity
Members; Lead Contractor; Lead Designer; Lead O&M Provider; QTA - quick-tum aroundManager; Key Engineers; Identified Subcontractors; Key External Advisors; and, Guarantors. A
copy of the complete DBFOM Agreement, with Exhibits, will be available on the Council File
Management System website.

FISCAL IMPACT STATEMENT
Award of the proposed 28-year, Design, Build, Finance, Operate and Maintain Agreement, in an
amount not-to-exceed amount of $2,028,302,301 to LA Gateway Partners, LLC for the
Consolidated Rent-A-Car (ConRAC) Facility Project, within the Los Angeles World Airports’
(LAWA) Landside Access Modernization Program, will have no impact on the City’s General
Fund. Authorization for an amount not-to-exceed of $1,768,325,945 is requested to be
appropriated and allocated from the LAX Revenue Fund to the ConRAC and other capital project
elements. The Owner’s Contingency amount not-to-exceed $91,971,081 will only be used for
authorized Change Orders. The Agreement award complies with the Department of Airports
adopted Financial Policies.
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