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The MayorTo;

Richard H. Llewellyn, Jr., City Administrative OfficferFrom;

Communication from the Department of Airports d^ted April 4, 2018; referred by 
the Mayor for report on April 9, 2018 \ J

Reference:

Subject: REQUEST TO APPROVE A LEASE WITH DELTA AIRLINES, INC. FOR SPACE AT 
THE WEST AIRCRAFT MAINTENANCE AREA AT LOS ANGELES 
INTERNATIONAL AIRPORT

RECOMMENDATIONS

That the Mayor:

Approve the proposed 20-year lease, with two five-year extension options, with Delta 
Airlines, Inc. for space at the West Aircraft Maintenance Area at Los Angeles International 
Airport, subject to approval by the City Attorney as to form and compliance with the City's 
Standard Provisions applicable to contracts including: the Living Wage/Service Contract 
Worker Retention Ordinances, Affirmative Action Program, Child Support Obligations 
Ordinance, Contractor Responsibility Program, and First Source Hiring Program;

1.

Authorize the Chief Executive Officer to execute the proposed lease; and,2.

Return the lease to the Department for further processing, including Council consideration.3.

SUMMARY

Delta Airlines, Inc. (Delta) currently occupies an aircraft maintenance facility at 6060-6080 Avion 
Drive at Los Angeles International Airport (LAX) that is in the pathway of the Automated People 
Mover (APM) that the Los Angeles World Airports (LAWA, Department) is constructing as part of 
the Landside Access Modernization Program (LAMP). The Department indicates that in order to 
make way for the APM, Delta must vacate the facility no later than March 31,2019, at which time 
the facility will be demolished.

An alternative site has been identified by LAWA within the West Aircraft Maintenance Area 
(WAMA) where Delta can construct a new maintenance facility. The Department proposes that 
Delta perform both site improvements that LAWA will acquire and lessee improvements that Delta 
will hold and depreciate over the term of a new lease.

The LAWA Chief Executive Officer therefore requests authority to execute a 20-year lease with 
Delta for a site within the WAMA. The proposed agreement includes two five-year extension 
options that can be exercised by Delta.
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The proposed site improvements are non-proprietary improvements that would be constructed by 
LAWA to bring the site up to a condition suitable to lease. The site improvements required at the 
location of the proposed Delta lease include re-abandonment of an existing oil well owned by 
LAWA, demolition of an abandoned security check post, construction of retaining walls and fill-in to 
grade, delivery of utilities to the site, and installation of security fencing.

To ensure that the new maintenance facility is operational in advance of the APM/LAMP needs, 
Delta and LAWA have agreed that it will be more efficient to have Delta’s contractor construct both 
the site improvements that LAWA will acquire and the lessee improvements that will be held by 
Delta.

The proposed lease allows Delta to finance some or all of the construction costs through (1) a 
lender or lending institution, (2) a special purpose entity, or (3) the Regional Airports Improvement 
Corporation (RAIC) or similar financing entity. Delta has advised LAWA that it desires to finance 
some or all of the construction using RAIC or a similar entity.

The proposed lease will provide approximately $3,900,000 in revenue in the first full year following 
its execution and approximately $74,200,000 over the initial 20-year term. Lease rates are subject 
to annual increases as well as adjustments to fair market rental rates every five years. The cost of 
site improvements to be acquired by LAWA from Delta will be recovered through Landing Fees. 
The total cost of site improvements to be acquired is a not-to-exceed $23,500,000, including 
interest.

The Board of Airport Commissioners approved the proposed lease at its meeting of April 5,2018.

FISCAL IMPACT STATEMENT

The Los Angeles World Airports indicates that the proposed lease with Delta Airlines, Inc. will result 
in $3,900,000 in revenue in the first full year following execution of the lease and approximately 
$74,200,000 over the initial 20-year term. The Department further indicates that, upon completion, 
site improvements to be made by Delta will be acquired in an amount not to exceed $23,500,000. 
An appropriation and allocation of $23,500,000 from LAX Airport Revenue Fund has been 
requested from the Board of Airport Commissioners. The lease will have no impact on the General 
Fund.
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