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To: The Mayor
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Communication from the Los Angeles World Airports dated July 28, 2020; referred 
by the Mayor for a report July 28, 2020

Reference:

Subject: PROPOSED FIRST AMENDMENT TO LEASE LAA-8975 WITH SOUTHWEST 
AIRLINES COMPANY TO REDUCE THE SCOPE OF WORK AND BUDGET 
ASSOCIATED WITH THE SECURE CONNECTOR BETWEEN TERMINALS 1 AND 
2 AT LOS ANGELES INTERNATIONAL AIRPORT

RECOMMENDATIONS

That the Mayor:

1. Approve a proposed First Amendment (Amendment) to Lease LAA-8975 (Lease) with 
Southwest Airlines Company, to reduce the maximum Facility Improvements acquisition 
amount by $14,228,552 and remove portions of the Secure Connector scope of work 
between Terminals 1 and 2 at Los Angeles International Airport, subject to approval as to 
form by the City Attorney and compliance with the City’s Standard Provisions applicable 
to contracts, including the: Affirmative Action Program, Business Tax Registration 
Certificate, Child Support Obligations, Contractor Responsibility Program, First Source 
Hiring Program for all non-trade Airport jobs, Living Wage Ordinance, and Service 
Contractor Worker Retention Ordinance;

2. Authorize the Chief Executive Officer to execute the proposed Amendment to the Lease 
after approval by the Los Angeles City Council, and prior to execution of the Amendment, 
must have approved insurance documents in the terms and amounts required, on file with 
LAWA, and must be determined by the Office of Contract Compliance to be in full 
compliance with the Equal Benefits Ordinance provisions; and,

3. Return the request to the Los Angeles World Airports for further processing, including 
Council consideration.
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SUMMARY

History
In January 2013, the Board of Airport Commissioners (BOAC) approved a Terminal Facilities Lease 
and License Agreement (Lease LAA-8757) between Southwest Airlines Company (SWA) and the 
Los Angeles World Airports (LAWA, Department). At Los Angeles International Airport (lAx), SWA 
occupied 115,595 square feet in Terminal 1 (T1). Lease LAA-8757, with a term of 11 years and 
three months, had provisions noting SWA would construct approximately $400,000,000 in terminal 
renovations and the Department would acquire the improvements.

When SWA began international flight service at LAX in February 2016, there were no Federal 
Inspection Service (FIS) capable gates or facilities in T1, therefore the SWA passengers initially 
used FIS facilities in Terminal 2 (T2). A year or so later, after the May 2017 relocation of Delta Air 
Lines from Terminals 5 and 6 into T2 and Terminal 3, SWA international flights were impacted 
primarily in two ways: its arrival and departure gates were relocated to the Tom Bradley 
International Terminal (TBIT), and its international operations check-in ticket counters and offices 
in T2 were relinquished. Consequently, SWA international passengers are bussed from T1 to TBIT.

In an effort to develop an efficient process, SWA requested to lease the ground between T1 and 
T2 to construct and operate a new facility. In July 2017, the BOAC approved a ten-year ground 
Lease LAA-8975 (Lease) with SWA covering 65,000-95,000 square feet of land for a proposed 
passenger processing facility. SWA is constructing Terminal 1.5 (T1.5) under the Lease at a total 
cost of $489,900,000 including $46,000,000 for Site Improvements, $432,000,000 for Facility 
Improvements, and $11,300,000 for Southwest proprietary investment. The Lease describes 
SWA's intended construction of a facility that includes: check-in counters, passenger screening 
checkpoint, new baggage systems (screening capacity and arrival baggage claims), a fully 
functional bus gate, airline office space, a vertical circulation core (Landside Access Modernization 
Program, LAMP) to connect to the Automated People Mover (APM), and a secure connector 
between T1 and T2.

Proposed_First_Amendment_to_Lease_LAA-8975

There are multiple constructions projects occurring in the vicinity T1.5 that have complicated the 
building of the proposed passenger processing facility. Due to operational interferences, SWA has 
determined that constructing the secure connector over other live operations now is more costly, 
impractical, and imposed safety risks. In light of these mounting concerns, staff explored several 
other options to see how LAWA could instead perform this work more efficiently and cost effectively.

Approval of the proposed First Amendment will revise the Lease to remove the secure connector 
project from SWA's intended construction scope of work and decrease the not-to-exceed 
acquisition amount for the Facility Improvements in the amount of $14,228,552. Department staff 
reports that through the Lease, SWA has completed approximately $1.9 million in work for the
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secure connection. Aspects of the completed work are: securing design, plan check, and permits 
for foundations and superstructure; implementing site preparation including demolition of the 
existing Gate 21 canopy; reinforcing the existing T2 apron shear key; installing foundation elements 
(piles, pile caps, etc.) and storm drain extension for future tie-in; restoring the existing Gate 21 
canopy in preparation for future program; and providing site and logistics investigation. Approving 
the First Amendment to the Lease will reduce required scope acquisition costs and appropriations 
by $15,249,564 ($14,228,552 hard costs plus $1,021,012 soft costs).

As noted in its meeting agenda, the BOAC considered, and approved, a separate request to have 
Hensel Phelps perform the work (LAWA and SWA agree is the most efficient option). Hensel Phelps 
is the contractor for Southwest on the Terminal 1.5 work, and also is the contractor for Delta Air 
Lines, Inc. on the Terminal 2/3 project that is underway directly adjacent to the Terminal 1.5 project. 
To implement the Hensel Phelps option, a total transfer of $15,249,564 will occur. Aspects of work 
to be associated with the transfer of hard costs, $14,228,552, may be summarized by three distinct 
and concurrent project elements: secure connector building construction; FIS adjustments; and, 
secure connector T2 interface/occupancy. Work to be associated with the transfer of soft costs, 
$1,021,012, are LAWA Program Management Costs.

The SWA Lease for the T1.5 action is a current project included in the programmed portion of 
LAWA's ten-year Capital Improvement Plan (CIP), with a value of $492M in direct costs. 
Implementation of the proposed First Amendment will reduce the scope of work and budget of the 
Secure Connector between T1 and T2. The approval of the separate Hensel Phelps request will 
transfer the scope of work and budget to that contractor. When considered together, there will be 
no net change in the CIP budget.

The BOAC approved the proposed Ground Lease Amendment at its meeting on July 30, 2020.

FISCAL IMPACT STATEMENT

Approval of the proposed First Amendment (Amendment) to Lease LAA-8975 (Lease) with 
Southwest Airlines Company, will reduce the maximum Facility Improvements acquisition amount 
by $14,228,552 and remove portions of the Secure Connector scope of work between Terminals 1 
and 2 at Los Angeles International Airport. Approval of this action will reduce prior appropriations 
to the Southwest T1.5 project hard costs (Work Breakdown Structure (WBS) 1.17.29A-700) by 
$14,228,552, and soft costs (WBS 1.15.29A-700) by $1,021,012, which will reduce the amount of 
total direct budget for that project by $15,249,564, from $492,636,287 to $477,386,723. In a related, 
but separate, BOAC action, those funds will be re-appropriated to the T1.5 Secure Connector 
Project (WBS 1.21.01A.700) in the same amount, thereby effectuating a transfer of funds between 
the projects. There will be no impact on the City’s General Fund; the project complies with the 
Department’s adopted Financial Policies.
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