Resolution No. 28084 -2-

WHEREAS, the in-terminal food and beverage and retail concession agreements currently cap
prices that concessionaires can charge at 18% above street pricing. When the Airport Concessions
Pricing Policy was originally implemented in 2010, an 18% premium was considered sufficient to
ensure profitability for concession operators. The 80% increase in labor costs and 10% decline in
concession sales is creating unsustainable operating margins for those concessionaires; and

WHEREAS, amending the Airport Concessions Pricing Policy to allow for the concessionaires to
set their pricing will allow more flexibility for concessionaires to respond to rising business costs. It
will remove the requirement for 18% above street pricing and allow for open market pricing on all
items except essential products like bottled water, feminine hygiene products, over-the-counter
medication, and baby products which will remain capped 18% above street prices; and

WHEREAS, in addition, LAWA proposed to allow flexibility with some administrative components
of the leases that will alleviate some of the costs concessionaires incur. For example, rules may
be changed to allow less costly financial instruments to be used to guarantee rents. The due dates
for rents may also be amended to allow rents to be paid at the end of the month rather than in
advance of actual sales as is currently the case. Further, LAWA is creating a distressed
concessions relief program that will allow for any concessionaire that can show a direct operating
loss over a 12-month period within the previous 18 months the ability to apply for consideration of
temporary assistance such as repayment plans or other restructuring of terms as may be approved
by the Board of Airport Commissioners on a case-by-case basis, to be determined based on the
need; and

WHEREAS, in addition, the following non-revenue-related, operational items are to be moved from
the concession agreements into the new Concessions SOP that LAWA's Chief Executive Officer
can adjust globally, rather than amending each lease individually; thus, allowing for more flexibility
in LAX operational changes:

Utility payment structure;

Deliveries, Access and Coordination;

Rules for Refuse Removal;

Airport Operations (including items like parking on the airfield, terminal operating hours);
Pest Control rules and regulations;

¢ Airport Security; and

o Alternative Fuel Vehicle Requirement Program; and

WHEREAS, the Concessions SOP will be incorporated into the future amendment to the LAX Rules
and Regulations; and

WHEREAS, actions taken on this item by the Board of Airport Commissicners will become final
pursuant to the provisions of Los Angeles City Charter Section 606;

NOW, THEREFORE, BE IT RESOLVED that the Board of Airport Commissioners adopted the staff
report; further adopted staff's determination that this item, involving a continuing administrative
activity, is exempt from the California Environmental Quality Act (CEQA) requirements pursuant to
Article 1l, Section 2.f of the Los Angeles City CEQA Guidelines, and that general policy procedure
making is exempt from CEQA requirements pursuant to Article Il, Section 2.n of the Los Angeles
City CEQA Guidelines; approved the Amendments to the In-Terminal Concession Agreements at
Los Angeles International Airport listed in Exhibit 1, attached hereto and made part hereof; further
adopted the Los Angeles International Airport and Van Nuys Airport Concessions Standard
Operating Procedures document, also attached hereto and made part hereof, that includes the new
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