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FILE NO. 110020 RESOLUTION NO.

[Airport Lease and Operating Agreement - Smarte Carte, Inc.]

Resolution approving the exercise of the fifth.and last oné-year option to extend the
term of Luggage Cart Lease and Operating Agreement No. 01-0343 between Smarte
Carte, Inc., and the City and County of San Francisco, by and through its Airport

Commission.

WHEREAS, Pursuant to Airport Commission Resolution No. 01-0343, adopted
November 20, 2001, the Commission awarded the Luggage Cart Lease and Operating
Agreement {the “Lease”) to Smarte Carte: and |

WHEREAS, The Board of Supervisors approved the award of the Lease and
subsequent changes to the Lease provisions by Resolution No. 258-02, adopted April 22,
2002, and ratified by the Mayor on Nay 3, 2002; and,

WHEREAS, Resolution No. 258-02 also required Board of Supervisors approval of any
option term exercised; and |

WHEREAS, Pursuant to Airport Commission Resolution No. 06-0168, adopted
August 29, 2006, the Commission approved the first of five one-year options; and

WHEREAS, The Board of Supervisors approved the exercise of the first of five
one-year options by Resolution No. 96-07, adopted February 27, 2007 and ratified by the
Mayor on March 9, 2007, and

" "WHEREAS, Pursuant to Airport Commission Resolution No. 07-0231, adopted
October 3, 2007, the Commission approved the second one-year option; and

WHEREAS, The Board of Su;pervisors approved the exercise of the second one-year
option by Resolution No. 56-08, addpted February 5, 2008 and ratified by the Mayor on
March 7, 2008; and | |

**Airport Commission*™
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WHEREAS, Pursuant to Airport Commission Resolution No. 08-0195, the Commission
approved the third one-year option; and

WHEREAS, The Board of Supervisors approved the exercise of the third 6ne~year
option by Resolution No. 38-08, adoéted February 3, 2009 and ratified by the Mayor on
February 13, 2009; and

WHEREAS, Pursuant to Airport Commission Resolution No. 09-0243, the Commission
approved the fourth one-year option; and

WHEREAS, The Board of Supervisor approved the exercise of the fourth one-year
option by Resolution No. 131-10, adopted April 6, 2010 and ratified by the Mayor on April 14,
2010; and

WHEREAS, Pursuant to Airport Commission Resolution No. 10—0292, the Commission
approved the last of five one-year options; now, therefore, be it

RESOLVED, That the Board of Supervisors hereby approves the Airport's exercise of

the fifth and last one-year option under Luggage Cart Lease and Operating Agreement

“No. 01-0343, for an extension term of April 1, 2011 through March 31, 2012 under the same

terms and conditions.

**Airport Commission™
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BUDGET AND FINANCE COMMIT ..-£ MEETING FEBRUARY 92011

Item 4
File 11-0020

EXECUTIVE SUMMARY

Department:
San Francisco International Airport (Airport

Legislative Objective

e The proposed resolution would approve the fifth and final one-year option to extend the existing lease
and operating agreement between the San Francisco International Airport (Airport) and Smarte Carte
for one year, from April 1, 2011 through March 31, 2012,

Key Points

s On April 22, 2002, the Board of Supervisors approved the existing lease and operating agreement for a
not-to-exceed amount of $10,121,000, payable by the Airport to Smarte Carte, from April 1, 2002
through March 31, 2007, which includes five one-year options to extend through March 31, 2012 (File
01-2281). The Board of Supervisors has previously approved four one-year options to extend the
‘existing lease and operating agreement until March 31, 2011 (Files 06-1664, 08-0052, 08-1619, and
10-0185).

e Smarte Carte provides (a) luggage carts at $4.00 per luggage cart under the Self-Service Luggage Cart
Rental Program, and (b) free luggage carts under the Customs, Rental Car Facility, and AirTrain
Failure Contingency Programs.

Fiscal Impacts

e Under the existing lease and operating agreement, Smarte Carte pays the Airport an annual rent of
either the greater of (a) 25 percent of annual Smarte Carte gross revenues or (b) the Minimum Annual
Guarantee (MAG) for the Self-Service Luggage Cart Rental Program, which the Airport estimates at
$570,615 under the proposed fifth one-year option. The estimated Smarte Carte gross revenues for the
proposed fifth one-year option are $2,515,381. Given that 25 percent of $2,515,381 is $628,845, which
is greater than the estimated MAG of $570,615, the estimated rent payable by Smarte Carte to the
Airport for the proposed fifth one-year option is $628,845.

e Under the existing lease and operating agreement, the Airport pays Smarte Carte either the lesser of (a)
the annual Customs Program fixed service fee, which is $2,875,000 under the proposed fifth one-year
option, or (b) $1.20 per luggage cart used for the Customs Program. The Airport estimates that
approximately 1,738,906 luggage carts would be used, resulting in Airport costs of $2,086,687
(1,738,906 carts multiplied by $1.20 per cart). Since $2,086,687 is less than the annual Customs
Program fixed service fee of $2,875,000, the estimated payment by the Airport to Smarte Carte for the
proposed fifth one-year option is $2,086,687.

e Therefore, under the proposed fifth one-year option, the Airport would pay Smarte Carte an estimated
net amount of $1,457,842 ($2,086,687 less $628,845).

e The Airport advises that the January 2011 CPI data, which is used to adjust the MAG, has not been
published as of the writing of this report. Therefore, the Airport used the MAG for the proposed fifth
one-year option of $570,615, which is the MAG for Option Year 4. '

Recommendations

o Request the Airport to advise the Board of Supervisors in writing as to the final amount of the
Minimum Annual Guarantee (MAG) payable by Smarte Carte to the Airport under the proposed fifth
one-year option.

* Approve the proposed resolution.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Mandate Statement

In accordance with the proposed resolution (File 01-2281, Resolution No. 258-02), as
previously approved by the Board of Supervisors on April 22, 2002, all five one-year options to
extend the existing lease and operating agreement between the Airport and Smarte Carte, Inc.
are subject to approval by the Board of Supervisors.

Background

After a competitive Request for Proposal (RFP) process in the fall of 2001, the San Francisco
International Airport (Airport) awarded the existing lease and operating agreement to Smarte
Carte, which received the highest evaluation score of the three proposals received’, for Smarte
Carte to provide luggage cart service at the Airport. On April 22, 2002, the Board of Supervisors
approved the existing lease and operating agreement (File 01-2281) between the Airport and
Smarte Carte, with a not-to-exceed net amount of $10,121,000 payable by the Airport to Smarte
Carte, from April 1, 2002 through March 31, 2007, and included five one-year options to extend
until March 31, 2012. The Board of Supervisors has previously approved four one-year options
to extend this agreement through March 31, 2011 (Files 06-1664, 08-0052, 08-1619, and 10-
0185).

Under the existing lease and o%jeraﬁng agreement, Smarte Carte (1) operates the Self-Service
Luggage Cart Rental Program® in the Domestic and International Terminals (other than the
Customs Program Area in the International Terminal), and (2) provides luggage carts free of
charge under the (a) Customs Program3 in the International Terminal, (b) Rental Car Facility
Program”, and (c) AirTrain Failure Contingency Program’. Smarte Carte is responsible for the
(a) installation, maintenance, and repair of the luggage carts, (b) installation, maintenance, and

repair of the vending machines, which automatically dispense luggage carts to Airport

! Smarte Carte received a total.of 83.5 points out of the maximum of 100 peints, Airport Carts, LLC received 70.2
points, and Top Cart, LLC’s proposal was rejected for failing to meet the minimum qualifications of the RFP.

2 Under the Self-Service Luggage Cart Rental Program, Smarte Carte is required to provide at least 3,000 luggage
carts to Airport passengers for rent at $4.00 per cart at the Domestic and International Terminals.

3 Under the Customs Program, Smarte Carte is required to provide at least 2,000 luggage carts, free of charge, for
arriving. international passengers, who are subject to Federal customs inspection services in the International
‘Terminal. The Airport provides free carts to ariving international passengers in the Customs area of the
International Terminal because (a) the Airport is an interhational gateway, (b) international passengers often have
greater amounts of luggage, (c) arriving international passengers often do not have dollar currency to rent a cart, (d)
United States Customs officials have repeatedly refused to permit a currency exchange service inside the Customs
area, and (&) various other international airports provide similar free luggage cart services.

4 Under the Rental Car Facility Program, Smarte Carte is required to provide at least 500 luggage carts, free of
charge, at the Airport’s Rental Car Facility. :

5 Under the AirTrain Failure Contingency Program, Smarte Carte is required to provide at least 500 additional
luggage carts, free of charge, at the Airport’s Rental Car Facility, upon notification from the Airport that there is or
may be an AirTrain failure. AitTrain transports Airport passengers from the Airport terminals to the Rental Car
Facility. In the event of an AirTrain failure, buses would be used to transport passengers from the Airport terminals
to the Rental Car Facility, Smarte Carte is required to provide these additional 500 luggage carts in the Rental Car
Facility until the AirTrain service resumes or as otherwise directed by the Airport Director.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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passengers, and (c) collection and relocation of luggage carts for the Customs, Rental Car
Fac1hty, and Aerram Failure Contmgency programs. :

Smarte Carte S Annual Rent Payable to the Airport: Under the ex1st1ng Jease and operating
agreement, Smarte Carte is required to pay the Airport an annual rent of either the greater of (a)
25 percent of annual Smarte Carte gross revenues, or (b) the Minimum Annual Guarantee
(MAG)®, to operate the Self-Service Luggage Cart Program The MAG, as shown in Table 1
below, is subject to an annual Consumer Price Index (CPI) adjustment every Apnl 1. If the CPI
decreases, the MAG will not decrease to a value less than the previous year’s MAG under the
provisions of the existing lease and operating agreement. Under this program, airport passengers
rent luggage carts, paying $4.00 per cart, with all such revenues accruing to Smarte Carte.

Under the existing lease and operating agreement, the MAG increased each year, beginning in
Lease Year 5, as shown in Table 1 below, in accordance with annual CPI adjustments. However,
according to Ms. Gigi Ricasa, Senior Principal Property Manager at the Airport, the MAG in
Option Year 4 was unchanged from Option Year 3, due to a decrease in the CPI in 2010.

Table 1: The Existing Lease and Operating Agreement MAG Amounts

Period Lease/Option Description MAG
Year

Existing Lease and Operating Agreement

4/1/2002 — 3/31/2003 Lease Years 1-4 MAG is $450,000 $450,600 |
Increased the MAG by $51,870, or 11.5

4/1/2006 — 3/31/2007 Lease Year 5 percent, from $450,000 to $501,870. $501,870
Increased the MAG by $28,561, or 5.7

4/1/2007 - 3/31/2008 Option Year | percent, from $501,870 to $530,431. $530,431
Increased the MAG by $8,813, or 1.7

4/1/2008 — 3/31/2009 Option Year 2 percent, from $530,431 to $539,244. $539,244
Increased the MAG by $31,371, 0r 5.8

4/1/2009 — 3/31/2010 Option Year 3 percent, from $3539,244 to $570 615. $570,615

4/1/2010 - 3/31/2011 Option Year 4 No Change $570,615

Airport’s Annual Payment to Smarte Carte: Under the existing lease and operating agreement,
the Airport is required to annually pay Smarte Carte either the lesser of (a) the Customs
Program fixed service fee, or (b) $1.20 per actual luggage cart used, for Smarte Carte to operate
the free luggage cart services for the Airport’s Customs Program in the International Terminal.
The Customs Program fixed service fee, as shown in Table 2 below, was based on forecasts of
international passenger traffic and was included in the existing lease and operating agreement.

¢ Under the existing lease and operating agreement, Smarte Carte originally intended to develop and implement an
advertising program, at the direction of the Airport Director. Smarte Carte’s antual rent payable to the Airport
would have been (1) the greater of' (a) the Minimum Annual Guarantee or (b) 25 percent of gross revenues, plus (2)
40 percent of all revenues generated by Smarte Carte’s advertising program. However, Ms. Gigi Ricasa, Senior
Principal Property Manager at the Airport, states that Smarte Carte never developed an advertising progratn and as
such, no revenues have ever been generated from the advertising program.

7 The Consumer Price Index (CPI) represents changes in the prices of all goods and services for all urban consumers
in the San Franeisco-Oakland-San Jose area, and is published by the Bureau of Labor Statistics under the United
States Department of Labor.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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The Airport does not pay Smarte Carte for providing luggage carts, free of charge, under the
Rental Car Facility Program and the AirTrain Failure Contingency Program.

Table 2: Custom Program Fixed Service Fee Amounts

Period Lease/Option Year Amount
4/1/2002 - 3/31/2003 Lease Year | $2,223,000
4/1/2003 - 3/31/2004 Lease Year 2 $2,336,000
4/1/2004 - 3/31/2005 Lease Year 3 $2,466,000
4/1/2005 - 3/31/2006 Lease Year 4 $2,602,000
4/1/2006 - 3/31/2007 Lease Year 5 $2,774,000
4/1/2007 - 3/31/2008 Option Year 1 . $2,775,000
4/1/2008 - 3/31/2009 Option Year 2 $2,800,000
4/1/2609 - 3/31/2010 Option Year 3 $2,825,000
4/1/2010 - 3/31/2011 Option Year 4 $2,850,000

Approved One-Year Options to Extend: As shown in Table 3 below, the Board of Supervisors
previously approved four resolutions authorizing four of the five one-year options to extend the
existing lease and operating agreement from April 1, 2007 through March 31, 2011. The fifth
one-year option is the subject of the proposed resolution.

Table 3: One-Year Options to Extend Approved by the Board of Supervisors

Date Approved Resolution Period Option Yeay
3/9/2007 File 06-1664 4/1/2007 - 3/31/2008 Option Year 1
2/7/2608 File 08-0052 4/1/2008 - 3/31/2009 Option Year 2

2/13/2009 File 08-1619 4/1/2009 - 3/31/2010 Option Year 3
4/6/2010 File 16-0185 4/1/2010 - 3/31/2011 Option Year 4

Because the subject resolution is the fifth and final option to extend the existing lease and
operating agreement through March 31, 2012, Ms. Ricasa states that the Airport intends to issue
a Request for Proposal (RFP) in April 2011 for luggage cart services at the Airport and
anticipates awarding a new lease and operating agreement in December 2011, to commence on
April 1,2012.

The proposéd resolution would approve the fifth and final one-year option to extend the existing
lease and operating agreement between the Airport and Smarte Carte for one year, from April 1,
2011 through March 31, 2012.

Under the existing lease and operating agreement, the proposed Customs Program fixed service
fee amount for the fifth one-year option would increase by $25,000, or 0.9 percent, from the
fourth option year amount of $2,850,000 to $2,875,000.

Under the existing lease and operating agreement, the MAG, payable by Smarte Carte to the
Airport under the Self-Service Luggage Cart Rental Program, is subject to an annual CPI
adjustment according to the January CPI of the current year and adjusted on April 1. However,

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Ms. Ricasa advises that because the January 2011 CPI has not been published as of the writing
of this report, the proposed resolution uses the Option Year 4 MAG of $570,615 for the
estimated Option Year 5 MAG. If the recalculated Option Year 5 MAG, which will be
recalculated after the January 2011 CPI is published, is less than the current Option Year 4
MAG of $570,615, the MAG amount will remain at $570,615 for Option Year 5. However, if
the recalculated MAG is more than the current Option Year 4 MAG of $570,615, the MAG
amount for Option Year 5 will increase according to the January 2011 CPI, which Ms. Ricasa
advises will be published on February 17, 2011.

FISCAL IMPACT |

Past Expenditures of the Existing Lease and Operating Agreement

As discussed above, under the existing lease and operating agreement, based on a $4.00 rental
charge under the Self-Service Luggage Cart Rental Program, Smarte Carte is required to pay the
Airport an annual rent of either the greater of (a) 25 percent of annual Smarte Carte gross
revenues, or (b) the MAG, as listed in Table 4 below. As reflected in Table 4 below, Smarte
Carte paid the Airport 25 percent of annual Smarte Carte gross revenues from Lease Year 2
through Option Year 3, since that amount was greater than the MAG. The Airport anticipates
that Smarte Carte will continue to pay the Airport 25 percent of annual Smarte Carte gross
revenues in Option Years 4 and 5.

Table 4: Smarte Carte Payments to the Airport
Based on a $4.00 Rental Charge Under the Self-Service Luggage Cart Rental Program

Lease/ Option Year Dates 25% of Total Annual
Lease/ Option Smarte Carte Smarte Smarte Carte
MAG Gross
Year* Carte Gross Rental Payments
Start End Revenues .
Revenues to Airport
Lease Year | April 1, 2002 ] March 31, 2003 $450,000 $2,709,826 $677.457 $677,457
Lease Year 2 April 1, 2003 | March 31, 2004 $450,000 $2,644.411 $661.103 $661,103
Lease Year 3 April 1, 2004 | March 31, 2005 $450,000 $2,723,245 $680,811 $680,811
Leage Year 4 April 1, 2005 | March 31, 2006 $£450,000 $2,778,883 $694,721 $694,721
Lease Year § April 1, 2006 | March 31, 2007 $501,870 $2,629.409 $657,352 $657,352
Option Year 1 April 1, 2007 | March 31, 2008 $530,431 $2,601,701 3650,425 $650,425
Option Year 2 April 1, 2008 1 March 31, 2005 $539,244 $2,587,199 $646,800 $646,800
Option Year 3 April 1, 2009 | March 31, 2010 $570,615 $2,298,387 $574,597 $574,597
Qption Year 4** April 1, 2010 | March 31, 2011 $570,615 $2,466,060 $616,515 $616,515
Option Year 5** April 1, 2011 | March 31, 2012 $570,615 $2,515,381 $628,845 $628,845

* According to Ms, Ricaga, Lease Years and Option Years are from April 1 - March 31, bt totals for payments, revenues, carts used, and MAG

amounts are based on Fiscal Years, from July 1 - June 30.
*+ Estimated by the Airport

Under the existing lease and operating agreement, the Airport is required to pay Smarte Carte,
either the lesser of (a) the Customs Program Fixed Service Fee, as listed in Table 5 below, or (b)
$1.20 per actual luggage cart used, for Smarte Carte to operate the free luggapge cart services for
the Airport’s Customs Program in the International Terminal, where Airport passengers are

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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provided luggage carts free of charge. Table 5 below shows the total payments that the Airport
was required to pay Smarte Carte. As reflected in Table 5, in each year of the existing lease and
operating agreement, the Airport made payments to Smarte Carte based on the actual number of
luggage carts used multiplied by $1.20, since that amount was less than the Customs Program
Fixed Service Fee amount.

Table 5: Airport Payments to Smarte Carte for
Luggage Carts Provided Free of Charge in the International Terminal

Leas;éﬁ;:tion L;ase/ Option Year Dates Proﬁﬁ;g‘:‘;?ﬁ(} Tot:f{ g:lzlsber P:'g%;::;t:l;s;gztﬁ
art End Service Fee Actually Used per ’(.:agtemar ¢

Lease Year 1 April 1,2002 | March 31, 2003 $2,223,000 1.627,125 $1,952,550
Lease Year 2 April 1,2003 | March 31,2004 | $2,336,000 1,505,442 $1,806,530
Lease Year 3 April 1, 2004 | March 31, 2005 $2,466,000 1,614,365 $1,937,238
Lease Year 4 April 1,2005 | March 31, 2006 $2,602,000 1,635,041 $1,962,048
Lease Year 5 April 1,2006 | March 31, 2007 $2,744,000 1,666,838 $2,000,206
Option Year 1 April 1, 2607 | March 31, 2008 $2,775,000 1,648,403 $1,978,084
Option Year 2 April 1, 2008 | March 31, 2009 $2,800,000 1,679,702 $2,015,642
Option Year 3 April 1,2009 | March 31, 2010 $2,825,000 1,561,636 - $1,873,640
Option Year 4¥* | April 1,2010 | March 31, 2011 $2,850.000 1,704,810 $2,045,772
Option Year 5¥* | April 1,2011 | March 31, 2012 $2,875.000 1,738,906 52,086,687

* According to Ms. Ricasa, Lease Years and Option Years are from April 1 - March 31, but totals for payments, revenues, carts used, and
MAG amsounts are based on Fiscal Years, from July I - June 30,

*#* Estimated by the Airport

Because Ms. Ricasa anticipates an increase in international passenger traffic, the Airport
estimates that approximately 1,738,906 luggage carts would be used in the proposed fifth one-
year option, an increase of 34,096 luggage carts, or two percent more than the 1,704,810
Juggage carts projected to be used in the current Option Year 4.

Table 6 below shows the annual net Airport payments made to Smarte Carte, from Lease Year 1
(April 1, 2002 through March 31, 2003) through Option Year 5 (April 1, 2011 through March
31, 2012). Option Years 4 and 5 have been estimated.

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST
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Table 6; Annﬁal Net Airport Payments fo Slmarte Carte
Total Airport

Total Smarte Payments fo Smarte NET Airport

Lease/ Option Lease/ Option Year Dates Carte Payments Carte for the Payments to

Year* to Airport provision of Luggage Smarte Carie

Carts free of charge
Start End (a) {(h) (b) less (a)

Lease Year 1 April 1, 2002 | March 31, 2003 $677,457 $1,952,550 $1,275,093
Lease Year 2 April 1,2003 | March 31, 2004 661,103 1,806,530 1,145,427
Lease Year 3 April 1, 2004 | March 31, 2005 681,811 1,937,238 1,255,427
Lease Year 4 April 1,2005 | March 31, 2006 694,721 1,962,048 1,267,327
Lease Year 5 - April 1, 2006 | March 31, 2007 657,352 2,000,206 1,342,854
Option Year 1 April 1, 2007 | March 31, 2008 650,425 1,978,084 1,327,659
Option Year 2 April 1, 2008 | March 31, 2009 646,800 2,015,642 1,368,842
Option Year 3 April 1,2009 | March 31, 2010 574,597 1,873,640 1,299,043
Option Year 4** | April 1, 2010 ]| March 31, 2011 616,515 2,045,772 1,429,257
Option Year $** | April 1, 2011 | March 31, 2012 628,845 2,086,687 1,457,842
TOTALS $6,489,626 $19,658,397 513,168,771

* According to Ms, Ricasa, Lease Years and Option Years are from April 1 - March 31, but totals for payments, revenues, carts used, and MAG
amounts are based on Fiscal Years, from July 1 - June 30.

*+ Estimated by the Adrport
Es_timated Fiscal Impact of the Proposed Fifth One-Year Option

Smarte Carte’s Annual Rent Payable to the Airport: As discussed above, because the MAG is
adjusted according to the January 2011 CPI, which will not be published until February 17,
2011, the proposed resolution uses the Option Year 4 MAG of $570,615 (see Table 1 above) for
the estimated Option Year 5 MAG. Ms. Ricasa anticipates that Smarte Carte will realize an
estimated $2,515,381 in annual Self-Service Luggage Cart Rental Program gross revenues in the
proposed fifth one-year option, which is $49,321, or two percent, more than the projected
$2,466,060 (see Table 4 above) Smarte Carte gross revenues in Option Year 4. Twenty-five
percent of the estimated $2,515,381 of gross revenues is $628,845, which is $12,330 greater
than the projected amount of $616,515 (see Table 4 above) in Option Year 4. Since under the
Self-Service Luggage Cart Rental Program Smarte Carte must pay the Airport the annual rent of
either the greater of (a) 25 percent of annual gross revenues or (b) the MAG, which is estimated
at $570,615 for the fifth one-year option, to operate the Self-Service Luggage Cart Rental
Program, the estimated rent, based on a $4.00 rental charge under the Self-Service Luggage Cart
Rental Program, for the proposed fifth one-year option payable by Smarte Carte to the Airport
would be the percentage rent of $628,845.

Airport’s Annual Payment to Smarte Carte: Based on the Airport’s estimate of 1,738,906
luggage carts used in the proposed fifth one-year option, the Airport would pay Smarte Carte
$2,086,687 (1,738,906 carts multiplied by $1.20 per cart) for the free luggage carts used by
passengers in the Customs Program Area of the Airport’s International Terminal. Since the
Alrport must pay Smarte Carte either the lesser of (a) $2,875,000 or (b) $1.20 per actual luggage

SAN FRANCISCO BOARD OF SUPERVISORS BUDGET AND LEGISLATIVE ANALYST

4.7



BUDGET AND FINANCE COMMITTL.. WMEETING FEBRUARY 92011

cart used, the estimated amount to be paid by the Airport to Smarte Carte for the proposed fifth
one-year option is $2,086,687 (see Table 5 above).

Therefore, as shown in Table 6 above, under the proposed fifth one-year option, the Airport
would pay Smarte Carte, under the Customs Program to provide luggage carts free of charge in
the International Terminal, an estimated net amount of $1,457,842 ($2,086,687 (see Table 5
above) required payment by Airport to Smarte Carte less the $628,845 (see Table 4 above)
required payment by Smarte Carte to the Airport).

As shown in Table 6 above, the estimated net payment of $1,457,842 from the Airport to Smarte
Carte- under the proposed Option Year 5 is $28,585 (81,457,842 in Option Year 5 less
$1,429,257 for Option Year 4), or two percent, more than the estimated net payment of
$1,429.257 to be made by the Airport to Smarte Carte under Option Year 4.

1.Reque st the Airport to advise the Board of Supervisors in writing as to the final amount of
the Minimum Annual Guarantee (MAG) payable by Smarte Carte to the Airport under the
proposed fifth one-year option.

2.Appr ove the proposed resolution.

SAN FRANCISCO BOARD OF SUPERVISCRS BUDGET AND LEGISLATIVE ANALYST
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Ms. Angela Calvillo

Board of Supervisors

City Hall

1 Dr. Carlton B. Goodlett Place, Room 244
San Francisco, CA 94102

Smarte Carte, Inc.'s Luggage Cart Lease and Operating Agreement
No. 01-0343 — Exercise the Fifth of Five One-Year Options to Extend

the Term

Subject:

Dear Ms. Calvillo:

Pursuant to Section 9.118 of the City Charter, | am forwarding for the Board of
Supervisors’ approval the resolution authorizing the Airport to exercise the fifth of
five one-year options to extend the term of Luggage Cart Lease and Operating
Agreement No. 01-0343 between the City and County of San Francisco, acting
by and through its Airport Commission, and Smarte Carte, Inc. The lease term
extension was approved by Airport Commission Resolution No. 10-0292,
adopted September 7, 2010, for an extension term of April 1, 2011 through

March 31, 2012.

The following is a list of accompanying documents (five seis):
o Board of Supervisors Resolution;
s Approved Airport Commission Resolution No. 09-0243;
¢ Ethics Form SFEC—126,

You may contact Cathy Widener, Governmental Affairs Admmzstrator at
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(650) 821-5023 regarding this matter. L ® |
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AIRPORT COMMISSION
CITY AND COUNTY OF SAN FRANC s&%
RESOLUTION NO.

SMARTE CARTE, INC.’S LUGGAGE CART LEASE AND OPERATING AGREEMENT
NO. 01-0343 — EXERCISE THE FOURTH OF FIVE ONE-YEAR OPTIONS FOR AN

EXTENSION TERM OF APRIL 1, 2010 THROUGH MARCH 31, 2011

WHEREAS,

WHEREAS,

WHEREAS,

WHEREAS,

RESOLVED,

RESOLVED,

pﬁrsuant to Resolution No. 01-0343, adopted November 20, 2001, the .
Commission awarded the Luggage Cart Lease and Operating Agreement
(“Lease”™) to Smarte Carte; and

the Lease was for a term of five years, commencing on April 1, 2002, with five

one-year options to extend the term, exercisable at the sole discretion of the

Airport Commission; and

Board of Supervisors Resolution No. 258-02, adbpted April 22, 2002, required

Board of Supervisors’ approval for any Option Terms exercised; and

the third of five one-year options, for a term of April 1, 2009 through

March 31, 2010, was exercised pursuant to Commission Resolution No. 08-0195
adopted on October 7, 2008, and Board of Superviéors Resolution No. 38-09,
adopted February 13, 2009; now, therefore, be it
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that this Commission approves the exercise of the fourth of five one-year options
under Smarte Carte’s Luggage Cart Lease and Operating Agreement
No. 01-6343, for an extension term of April 1, 2010 through March 31, 2011

under the existing lease terms and conditions; and, be it further

that this Commission directs the Commission Secretary to seek approval of the

Board of the Supervisors.

I hereby certify that the foregoing resolution was adopted by the Airport Commission

at its meeting of

0CT 20 2009
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San Francisco International Airport

. PO. Box 8097
MEMORANDUM San Francisco, CA 94128
Tel 650.821.5000
October 20, 2009 Fax 650.821.5005
. www.flysfo.com
TO: AIRPORT COMMISSION
Hon. Larry Mazzola, President T EL
Hon. Linda S. Crayton, Vice President 0 9 w0 2 4 3
Hon. Caryl ito
Hon, Eleanor Johns
Hon. Richard J. Guggenhime
FROM:  Airport Director

SUBJECT: Smarte Carte, Inc.’s Luggage Cart Lease and Operating Agreement
No. 01-0343 — Exercise of the Fourth of Five One-Year Options to Extend the
Term

DIRECTOR’S RECOMMENDATION: APPROVE THE EXERCISE OF THE FOURTH
OF FIVE ONE-YEAR OPTIONS TO EXTEND THE TERM OF SMARTE CARTE,
INC.’S LUGGAGE CART LEASE AND OPERATING AGREEMENT NO. 01-0343

Executive Summarv

Smarte Carte, Inc. provides luggage carts throughout the terminal facilities, parking
garages, and consolidated Rental Car Center. It is nearing the end of its Third Optlon Year.
The Airport is satisfied with Smarte Carte, Inc.’s performance and wishes to exercise the
fourth of five one-year options.

Background

Pursuant to Resolution No. 01-0343, adopted November 20, 2001, the Commission
awarded the Luggage Cart Lease and Operating Agreement (“Lease”) to Smarte Carte, Inc.
(“Smarte Carte”). The Lease has a term of five years with five one-year options to extend
the term exercisable at the sole discretion of the Airport. The Lease term commenced on
April 1, 2002 with an initial Minimum Annuval Guarantee (“MAG”) of $450,000, subiect to
adjustment upwards, and an agreement amount not-to-exceed approximately $2.2 to $2.7 -
million for the provision of free carts in Customs. The Lease allows for the operation of
not less than 5,500 luggage carts at the Airport. Such operation includes the installation,
maintenance, and repair of the carts; installation, maintenance and repair of luggage cart
vending units; and, the operation of the Luggage Cart Program, including the collection and
relocation of luggage carts. Luggage carts are offered for rent in the terminal facilities,
Rental Car Center, and parking garages, and are free in the Customs area. Smarte Carte
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Members, Airport Commi
October 20, 2009
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péys the greater of a MAG or percentage rent of 25% for the rentable carts and is credited a
service fee for carts used in the Customs area,

Pursuant to Resolution No. 02-0057, adopted on March 5, 2002, the Commission approved
the restructure of the rent to be the greater of the MAG or 25% of gross revenues, and the
Customs Fee to be the lesser of a predetermined service fee or $1.20 per cart used. The
Board of Supervisors approved the changes to the Lease terms by Resolution No. 258-02,
and additionally required Board of Supervisors® approval for each Extension Option.

Pursuant to Resolution No. 08-0195, adopted October 7, 2008, the Airport Commission
approved the exercise of the third option to extend the term of the Lease, which was
subsequently approved by the Board of Supervisors.

Staff believes the existing terms continue to be favorable, and commencing a new selection
process for a luggage cart provider would not garner the Airport additional rent nor reduce
the fee for the free cart program. A recent survey of luggage cart leases indicated the rent
structures of our peer domestic airports are comparable to the existing rent structure at SFO
with the exception of Boston Logan International, which receives 40% rent and pays $1.25
per cart for its Customs program. JFK, La Guardia, and Newark airports stand alone in
charging for cart usage in the Customs area.

In its first eight years of operation Smarte Carte has paid percentage rent averaging
$129,466 more than the MAG each year. In addition, the Airport has paid Smarte Carte an
amount less than the maximum Customs program service fee in each year under the Lease.

Recommendation

I recommend that the Commission approve the exercise of the fourth one-year option to
extend the term of Smarte Carte, Inc.’s Luggage Cart Lease and Operating Agreement
No. 01-0343 for an extension term of April 1, 2010 through March 31, 2011 under the
same terms and conditions, and direct the Commission. Sccretary to seek Board of

Supervisors approval for the same.
(D

Johiy L. Martin
Airport Director

Prepared by: Leo Fermin
Deputy Airport Director

Business and Finance
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File No.
FORM SFEC-126:
NOTIFICATION OF CONTRACT APPROVAL
(8.F, Campaign and Governmental Conduct Code § 1.126)

City Elective Officer Information (Please print clearly.)

Name of City elective officer(s): City elective office(s) held:

Mayor Gavin Newsom ‘ Mayor, City and County of San Francisco;
Members, SF Board of Supervisors Members, SF Board of Supervisors

Contractor Information { Please print clearly.)

Name of contractor:

Smarte Carte, Inc.

Please list the names of (1) members of the contractor’s board of directors; (2) the contractor’s chief executive officer, chief
financial officer and chief operating officer; (3) any person who has an ownership of 20 percent or more in the contractor; (4)
any subcontractor listed in the bid or contract; and (5) any political committee sponsoréd or controlled by the contractor. Use
additional pages as necessary.

Edward D. Rudis, CEO James N. Meyer, CFO Philip R. Hagberg, COO
Smarte Carte, Inc. does not sponsor or control any political committee.

Contractor address:
4455 White Bear Parkway, St. Paul, MN 55110-7641

Date that contract was approved: Amount of contract:

11/20/2001 ‘ MAG of $570,614.95 (4/1/10 -3/31/11); or 25% of Gross Revenues plus
40% of alt revenues generated by Operatot’s advertising program. Airport
pays Operator $2.85M for the Customs Cart Program.

Describe the nature of the contract that was approved:

Lease was awarded through a Request for Bid / Proposal process

Comments:
Requesting approval of last of 5 options under this Lease and Operating Agreement

This contract was approved by (check applicable):

03 the City elective officer(s) identified on this form (Mayor, Gavin Newsom)
#a board on which the City elective officer(s) serves__San Francisco Board of Supervisors

i Print Name of Board . ‘
[ the board of a state agency (Health Authority, Housing Authority Commission, Industrial Development Authority

Board, Parking Authority, Redevelopment Agency Commission, Relocation Appeals Board, Treasure Island
Development Authority) on which an appointee of the City elective officer(s) identified on this form sits

Print Name of Board
Filer Information (Please print clearly.)
Name of filer: _ Contact telephone number:
Angela Calvillo, Clerk of the Board of Supervisors (415) 554-5184
Address: ‘ ' Eomail: ‘
1 Dr. Carlton B. Goodlett Place, Hoom 244, Board.of Supervisors @sfgov.org
San Francisco, CA 94102-4689

Signature of City Elective Officer (if submitted by City elective officer) ' Date Signed

Signature of Board Secretary or Clerk (if submitted by Board Secretary or Clerk) Date Signed



