MIAMI-DADE

Memorandum

Date: October 30, 2017
To: Honorable Chairman Esteban L. Bovo, Jr.

and Members, Board of Co mmissioners
From: Carlos A. Gimenez

Mayor

Subject: Report on Miami-Dade Aviation Department (MDAD), Concession Review

In January 2017, | directed Tara Smith, Director of Internal Services Department (ISD), who was
represented by Mirlam Singer, Chief Procurement Officer and Sr. Assistant Director, Internal
Services Department, and Leland Salomon, Deputy Director, Economic Development for
Regulatory and Economic Resources (RER), to perform a comprehensive review of Miami
International Airport (MIA) concessions and procurement. The foliowing is a summary of their
findings and my recommendations.

The concessionaires at MIA number approximately 40, occupying approximately 240 “stores”
throughout all three Terminals — the North, Central and South (both pre and post security). They
represent all four major categories of concessions — retail, food and beverage, duty free, and news,
gifts and sundries.

On April 24, 2017, | received a letter from NewsLink requesting minimum annual guarantee (MAG)
relief for themselves as well as other concessionaires at MIA. The letter claimed a major drop in
sales resulting from several events at MIA. The first drop in sales was attributed to American
Airlines "banking” their flights (grouping their flight arrivals and departures so that there is less time
between flights), resulting in a significant reduction in the time a passenger was able to spend
shopping at MIA concessions. The second drop in sales was attributed to the train derailment in
2014, which effectively shut down E Satellite for 54 months. Finally, Newlink claimed that MIA
authorized additional stores in areas that were not originally identified as leasable space, thus
adding competition to the existing stores at the airport.

Staff concluded that while sales have fluctuated month to month at MIA, concessionaires were not
suffering reduced sales from anything more than normal business cycle swings and possible
changes to passenger buying habits. Sales numbers provided by MDAD indicate a reduction in
sales by various tenants in different Terminals during different periods. Nothing pointed to an
overall reduction to all concession sales due to any specific event. It also should be noted that the
MDAD Concession Agreement is a document that thoroughly explains the terms and conditions,
and responsibilities of being a concessionaire at MIA. There is no mention of protecting the sales
and/or profitability of the stores in the Agreement. | am, therefore, recommending that no change
be made to the concessionaires’ MAG based on this request.

Regarding the issue of American Airlines “banking” their flights, when staff consulted American
Airlines, their own analysis indicated that the average reduction in connection time due to “banking”
was approximately 7 percent. The airlines cannot be held responsible for doing all they can to
increase their number of flights and passengers, which is the primary business of the airport, and
does not merit a corresponding reduction to concessionaires’ MAG. | am, therefore, recommending
that no change be made to the concessionaires’ MAG based on this request.
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The train derailment in E Satellite resulted in the closure of this part of Terminal E. Rent payments
were suspended and no concessionaire was required to make any payments for unamortized
investment.

The concessionaires did, however, raise a valid point in regard to MIA adding concessionaires in
placement areas not previously identified as future concession areas, thereby increasing
competition to existing stores. While MDAD is not permitted anywhere in the concession
agreements from adding stores, | am recommending that this practice cease and that all future
concessions be awarded through an open and competitive procurement process.

In response to the September 18, 2017 letter addressed to MDAD Director, Emilio Gonzalez,
requesting MAG relief for a one-year period attributable to the closure and resultant loss of sales
due to Hurricane Irma, | asked staff to report to me exactly how long MIA was shut down for this
event and to identify the corresponding MAG for all concessionaires for this time period. MDAD
reported that the airport was “closed” for a total of 5.5 days and the corresponding MAG would be
$1,145,477. All concessionaires have a Force Majeure clause in their Concession Agreement that
provides for relief if the airport were to suffer an “extreme weather event’. | am, therefore,
recommending that all concessionaires be granted MAG relief for this 5.5-day period.

In addition to evaluating these claims, and in order to better understand the current situation and
have a better appreciation of the concessionaires’ concerns, staff held a series of meetings with all
current MIA concession tenants. Meetings were also hosted with companies, both large and small,
that are interested in participating in upcoming procurements for the MIA Concessions
program. The objective of the meetings was to hear how these firms viewed their possible
participation in a new competitive solicitation for concessions, what they thought worked best in
other jurisdictions where they have successfully participated in concessions procurements, and to
learn recommendations for an improved procurement process resulting in a comprehensive,
updated concessions program.

Attached are two memoranda from me to Director Gonzalez. The first memorandum directs specific
actions be taken, which | believe will enhance the process for procuring concessionaires at MIA and
for running the business side of MIA. In short, | have realigned the concession area of MIA and the
overall supervision of the business (non-aviation) areas of MIA to report to me through a Special
Assistant for MDAD Landside Business Operations, and | am assigning the procurement staff
presently at MIA to be relocated downtown so that they can be directly supervised as part of the
overall procurement function of the County by the ISD Procurement Division. MDAD'’s procurement
organization has been operating independently at MIA for many years and | believe that these
changes will result in a more streamlined, open and competitive process, with decision making
reestablished in my office and with appropriate Board approval.

The second memorandum specifically outlines the MAG relief requested as a result of the airport
closure during Hurricane Irma.

Finally, action on all pending, concession transactions was suspended when | commenced this
review. Attached is the third memorandum from my staff to me listing those pending transactions
and recommendations for each item moving forward, which | support.

| am aware that members of the Economic Development and Tourism Committee will be holding a
special meeting tomorrow morning to discuss contracts and concessions at Miami International
Airport and | am open to any suggestions that the full Board may have related to this topic.
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Attachments

c: Abigail Price-Williams, County Attorney
Geri Bonzon-Keenan, First Assistant County Attorney
Office of the Mayor Senior Staff
Jack Osterholt, Deputy Mayor and Director, Regulatory and Economic Resources
Tara Smith, Director, Internal Services Department
Miriam Singer, Chief Procurement Officer and Sr. Assistant Director, Internal Services
Department
Leland Salomon, Deputy Director, Economic Development for Regulatory and Economic
Resources
Emilio Gonzalez, Director, Miami-Dade Aviation Department
Namita Uppal, Chief, Procurement Officer Designee, Internal Services Department
Christopher Agrippa, Clerk of the Board




Attachment 1

Memorandum @
Date: October 30, 2017

To: Emilio Gonzalez, Director
Miami-Dade Aviation Depart

From: Carlos A. Gimenez
Mayor

Subject: Implementation of Organizational Ohanges and Management Oversight for All Miami-
Dade Aviation Department Concessions, Real Estate and Procurement Functions

Earlier this year, | asked a team of County professionals to review Miami-Dade Aviation Department's
(MDAD's) procurement and concessions operations. Following a thorough and detailed review and a
significant number of interviews with current vendors and other businesses who wish to participate in
MDAD business opportunities, | have decided to make certain strategic changes in the operation of
the landside business operations structure and management oversight.

In addition to the written approval of the Deputy Mayor responsible for MDAD and the Mayor, all
procurement-related agenda items relating to Miami-Dade Aviation Department shall require the
recommendation of the Chief Procurement Officer for the Internal Services Department (ISD) and the
Mayor's Special Assistant for MDAD Landside Business Operations before being presented to the
Board of County Commissioners (BCC) for final approval. There will be no exceptions.

Organizational Changes

Effective immediately, | am appointing Mr. Leland Salomon, Deputy Director of Regulatory and
Economic Resources (RER) for Economic Development, as my Special Assistant for Miami-Dade
Aviation Department Landside Business Operations. As my Special Assistant, Leland will provide
management oversight and approval oversight for all action items involving MDAD's Airport
Concession Business Development, Real Estate Management and Development, and Hospitality and
Transportation Services. In addition, MDAD will immediately reclassify an existing, vacant Airport
Secretary position to an Assistant Aviation Director for Airport Concession Business Development,
which will report directly to the Deputy Airport Director. The Airport Concession Business
Development Division will no longer report to the Assistant Aviation Director for Business Retention
and Development, but will report directly to this new position.

Leland will be responsible for the advance review of contractual matters and recommendations
managed by the MDAD Business Retention and Development Division, prior to my approval, The
Assistant Aviation Director for Business Retention and Development, the Assistant Aviation Director
for Airport Concession Business Development, and the Deputy Airport Director shall communicate
and consult with Mr. Salomon on an ongoing basis regarding the business matters covered in this
memorandum, and will promptly provide him with information requested. It is my expectation that you
and your staff will work collaboratively with Leland to ensure he is advised of, and consulted, on all
matters in these areas of responsibility.

In November 2017, MDAD’s Contract Administration Division staff will be transferred to the Intemal
Services Department's (ISD) Procurement Management Services (PM) Division, located at the
Stephen P. Clark Center. The MDAD staff will report to the County's Chief Procurement Officer,
consistent with the centralization of procurement functions for our other County departments. The
transferred staff will be dedicated to work only on MDAD procurements and procurement-related
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activities. It Is my expectation that you and your staff will work directly with ISD Director Tara C. Smith
and Chief Procurement Officer Designee Namita Uppal to ensure a swift and smooth transition.

Direction Regarding Re-procurement of All Concession Procurements:

Successor solicitations will be issued by ISD's Procurement Management Services Division to
replace all concession agreements, or other “permits” to operate MDAD concessions that have
expired and are currently operating on a month-to-month basis, as provided for in current concession
agreements, as well as those that will expire in the near future, whether for one or multiple
locations/concessions. All MDAD concession contracts and real estate agreements will be
established following full and open competitive processes by ISD, and awarded by the Board of
County Commissioners.

Miami-Dade County shall enter into agreements with concessionaires that have relevant experience,
strong financial resources, and a broad and marketable array of high-quality offerings for our
passengers. MDAD staff will work closely with the County’s Procurement Management team and
Leland to ensure that the forthcoming solicitations for concessions will include robust Airport
Concesslon Disadvantaged Business Enterprise (ACDBE) requirements, with an emphasis on a local
sense of place, that are consistent with Federal Aviation Agency (FAA) requirements.

Within the next three months, the Procurement Management Services Division of ISD shall issue a
Request for Qualifications (RFQ) for Developers or Commercial Manager Concessionaire(s), to be
immediately followed by a Request for Proposals (RFP) to those developers who are qualified for
Terminals E (and E Satellite), F and G (Central Terminal) and H and J (South Terminal) at MIA. This
RFP will include specific requirements that priority be given for completion of Terminals E and E
Satellite. My recommendation to award a contract resulting from this open and competitive solicitation
for a Developer or Commercial Manager Concessionaire will be forwarded to the Board of County
Commissioners for approval within the next 12 months. A second solicitation will be issued from those
qualified through the RFQ process for Terminal D (North Terminal) to allow sufficient time for
transition once the Terminal D concessions expire in 2024. | anticipate the solicitation process for
Terminals H and J will follow a similar timeframe.

A separate simplified solicitation shall be issued every 12 months to result in agreements for a two-
year term for “pop-up” business ventures in Terminals D, E, F, G, H and J. Following the two-year
terms, pop-up concessionaires may compete for long-term agreements as concessionaires by
competing through established procurement processes. Thereafter, re-procurement actions for all
successor solicitations for MDAD contracts shall commence 18 months prior to current contract
expiration dates to allow sufficient time for timely presentation of award recommendations to the
Board, and seamless transition from one contract to the next.

Until such time as the RFQs and the RFPs for Terminals E, F, G, H and J are successfully completed
and awarded, the Airport Director, upon the recommendation of the Mayor’s Special Assistant for
MDAD Landside Business Operations may renew a concession agreement or other permit to operate
at MIA for a period no longer than 18 months, provided that the concession agreement or other
operating permit will end when a new concessionaire is selected through a full and open competitive
procurement process as approved by the Board.

All concession agreements will be procured consistent with FAA requirements, the Code of Miami-
Dade County, applicable Implementing Orders and Resolutions approved by the Board of County
Commissioners. Mr. Salomon will conduct an ongoing, thorough review of all contractual documents,
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and recommend revisions regarding their terms and conditions, including what remainiﬁg contract
approval and modification authority, if any, should remain with the MDAD Director.

Lastly, you have received letters regarding requests for minimal annual guarantee (MAG) relief based
on purported lower sales by some of the Airport's concessionaires. Staff has reviewed information
provided by concessionaires and airline representatives, as well as MDAD's contractual commitments
in its Concession Agreements. Staff has been unable to substantiate the basis for concessionaires’
claims for MAG relief. Additionally, MDAD Concession Agreements do not require the County to
provide relief to from MAG payments based on the material presented. As a result, | am denying this
request for MAG relief. | am, however, recommending that all concessionairss be granted MAG relief
for the 5.5-day period that the airport was “closed” during Hurricane Irma. A separate memo on this
topic is attached.

Attachments

c: Jack Osterholt, Deputy Mayor and Director, Regulatory and Economic Resources

Edward Marquez, Deputy Mayor and Chief Financial Officer

Tara C. Smith, Director, Internal Services Department

Leland Salomon, Special Assistant to the Mayor for MDAD Landside Business Operations/Deputy
Director, Regulatory and Economic Resources

Miriam Singer, Chief Procurement Officer and Sr. Assistant Director, Internal Services
Department

Ken Pyatt, Deputy Director, Miami-Dade Aviation Department

Namita Uppal, Chief Procurement Officer Designee, Internal Services Department




Attachment 2

MIAMIDADE
Memorandum
Date: October 30, 2017
To: Emilio Gonzalez, Dirsctor

Miami-Dade Aviation Department

From: Carlos A. Gimene
Mayor

Subject: Request for MAG relief due to Hutgcane Irma

| have reviewed the letter you received dated September 18, 2017 and signed by several
concessionaires, requesting minimum annual guarantee (MAG) relief for a one-year period as a result
of "a reduction in sales caused by Hurricane Irma” (Exhibit A). The letter states that “in our educated
opinion it is going to take at least a year before our businesses will fully recover from this natural
disaster.” While asking for relief of MAG payments for the next year, the concessionaires did offer to
pay the stated percentage rent indicated in each Concession Agreement.

We were all affected by Hurricane Irma as has been amply documented. | asked Miami-Dade Aviation
Department (MDAD) staff for, and have received, a report indicating how many days Miami
International Airport was closed during the storm, and the amount of MAG that would have been paid
for that period of time. MDAD staff reported that during the period of September 7, 2017 through
September 16, 2017 operations, as measured by passenger activity metrics, were affected by a
decrease in passengers between 18 percent and 100 percent on daily basis.

Full operations resumed on September 17, 2017. The airport used the difference between ramp up and
ramp down of passengers between last year and this year to determine the percentage of operational
impact. Overall, the impact equates to 5.5 days of closure (Exhibit B).

Additionally, | consulted with the County Attorney's Office (CAO) to determine if the closure was
covered by the Force Majeure clause in the concession agreements. The CAO determined that
“extreme weather conditions” are covered by the Force Majeure provision, thus relieving both the
County and the concessionaire “from the timely performance of their obligations or undertakings
provided in this Agreement.”

Lastly, MDAD staff determined that the MAG that would have been due by all concessionaires during
the 5.5 days of closure is $1,145,477 (Exhibit C). | am, therefore, instructing you to inform the
concessionaires that the County is granting each concessionaire the appropriate credit against its MAG
payment due for the 5.5 days of closure. We encourage each concessionaire to share this relief with
their "sub lessees.” '

Exhibits

c: Jack Osterholt, Deputy Mayor and Director, Regulatory and Economic Resources
Edward Marquez, Deputy Mayor and Chief Financial Officer
Tara C. Smith, Director, Internal Services Department
Miriam Singer, Chief Procurement Officer and Sr. Assistant Director, Internal Services Department
Leland Salomon, Special Assistant to the Mayor for MDAD Landside Business Operations and
Deputy Director, Regulatory and Economic Resources
Ken Pyatt, Deputy Director, Miami-Dade Aviation Department




EXHIBIT A

Miami International Airport Concesslonaires

September 18, 2017 -

Emllio T. Gonzélez

Director and CEO

Miami Dade Aviation Department
Miami international Alrport

PO BOX 025504

Miami, FL 33102-5504

Re: MIA Concesslons and Hurricane Irma
Dear Director Gonzélez:

The undersigned Miami International Alrport tenants are writing to request,
retroactive to September 1, 2017, a temporary suspension of the Minimum
Annual Guarantee rent for all retall and food and beverage concesslonalres at
MIA due to the significant business disruption Hurricane Irma has brought and
will continue to bring to MIA. We are formally requesting that this relief be granted
for a one-year period, or such time as traffic returns to normal, by the Miami
Dade County Commission on an emergency basis at its next scheduled
commission meeting.

We are seeking your immediate assistance and support to work with us in

. mitigating the serlous sales losses we are suffering and will continue to suffer for

the foreseeable future. The reduction in sales caused by Irma will have a
significant detrimental effect on passenger traffic and sales, and even when the
passenger traffic returns to a normal rate, we will be playing catch up for some
years.

The immediate sales decline for most operators has been catastrophic and the
fact that we continue to pay a MAG rent on concession agreements Is further
compounding our situation. It Is our educated opinion that it is going to take at
least a-ysar-before-our businesses-will-fully-recover from- this-natural disaster. .
We believe that sales for the month of September may be off by as much as 30%
alone (even higher in some businesses). If concessionalres are required to pay
MAG most concessionaire will be paying rent of at least 25% of sales and some
concessionaires will be paying as much as 40% of sales as rent.
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Payling such astronomical rent Is unsustainable for our businesses. This is
beyond our control and many signatories of this letter do not have the financlal
capacity to continue paying these high rents and accumulating loses. It's even
more critical when you consider the fact that several North terminal operators in
2015 and 2016, more than two years prior to Irma, were already suffering
significant sales losses due to the newly created American Airlines "banking

system®,

These sales decreases are unprecedented and will in many cases result in real
annual operating losses even with the requested temporary walver of

MAG. Again, this is not sustainable and will result in the loss of many

jobs, reduction of pay and the fallure of many operators at the Airport. The
negative effect on local and ACDBE partners is even more damaging as many
are having to borrow money to make their rent payments on their stores and
restaurants.

Once agaln we respectfuily request that you, the Mayor and County Commission
immediately intercede and grant all MIA Concesslonaires relief by suspending
the MAG rent for all Concessionaires for one year or untll normal MIA traffic
conditions return and we have had time to recover our significant losses. In the
meantime, rent will be calculated and paid as a “percentage of sales” as stated in
each concesslonalre's agreement with MDAD.

We collectively thank you for your immediate attention to this most pressing
matter. We belleve It Is critical to the long-term viabllity of MIA's Concessions
Program as well as for each individual concessionaire, including the many
ACDBE and local partners.

Sincerely,

SIGNATURE ON ATTACHED COPY
Silvio A. Leal

Vice President

Siboney Wine & Spirits Merchants
MIA ACDBE Operator

SIGNATURE ON ATTACHED COPY
Robert Seigmann

President

lcebox Café, LLC




EXHIBIT B

Miami-Dade Aviation Department
Number of Days for MAG Abatement

Passenger | Passenger Stats
Stats 2017 2016 Variance
Thursday
9/7/17 82,323 101,205 -19%
Friday
9/8/17 39,902 106,796 -63%
Saturday
9/9/17 - 108,550 -100%
Sunday
9/10/17 - 110,953 -100%
Monday
9/11/17 336 104,535 -100%
Tuesday
9/12/17 40,811 86,845 -53%
Wednesday
9/13/17 63,059 95,054 -34%
Thursday
9/14/17 68,724 106,764 -36%
Friday
9/15/17 80,343 107,731 -25%
Saturday
9/16/17 90,078 110,456 -18%
Days for Abatement (5.5)

Calculation for number of days for MAG Abatement
was based on ramp up and ramp down of passengers.
Airport closed 9/9/17 thru 9/11/17.

Miami-Dade Aviation Department Confidential  10/5/2017 Page 1




1102 \m \OH jenuapyuo) a—._UEtmnﬂn_ uonielAy apeqg-iweliN
65675 3 11°506'SL %zzZ0 sjoog @ syoog U] ‘'ySn seasy| $ZZS00
9T'E09z  $ L0°661 V1 %EZT0 soway xnofigidvIN| ¥L1£00
00°08T'E  $ ov'SvE'LL %820 (SAD Aepiion) oueneN| 8.1£00
0E'8L9°E $ £¥'€90'0Z %260 9T ‘saiqg yoday 9da| 192100
08'8LL'E  $ 99°'119'0Z %EE0 09 buias oaxey| 169500
€S616€ S ST6LE LT %pe0 ouj ayed spews|  ¥10v00
TL866°E $ 8L'L18'1Z %S0 271 dasuog jweny| 903400
ey S ZL8LL'EL %1£0 9jeg xoqool| 628500
S9'EVED $ 29'269'€T %8€°0 Al HOS Bpuojd ynos jo Sigy|  80£500
S5'250°S $ 19°985° 27 %o 277 ‘Viw je puuad g 64|  66¥800
€9°252'6 3 GZ 161'EC %580 Jowap xnolig /dviW| €L1£00
81986 $ ¥5'£59'5C %980 71 3sjeuojssaauo) saysey| 605800
9L S $6°06£°69 %L *auf ANYS uesuswy|  G00L00
LEN AT 2 S 10'8.9'9L %ET} suoissaouoy playisam|  8ZbzZ00
S6-9Z8°VT $ Z0ZvL'18 %0E'L *ou| ‘66210 pue a0 ‘saqes| $9ZE00
1T 9EZ'ST $ €eee8'ca TS Auedwo?) saojatag pajejay [aAei] ssaidxg uesusiny| 826800
vEL9Z6L__ $ 20'0v9'651 %952 odamj €16.00
LOTIEVE  $ €L°951'181 %00°C *977 ‘urely suoissasuogy|  €20£00
YIZL6°0V $ Zrveveze o 86e VSN $991AI9S Aouaung 39 eqp paywry uhjuatl  Z6LY00
9g'TE0Zy  § 19°'v92'62Z %l9'€ 3uj 'ysn seary|  Z20£00
LTETT'EY S 6Z°LLZ'eET %L oyl jeuoyewsajy} ISoHi  Z18S00
wTsv'sy S ZL'TYL'692 %IEY Ar RN 131-SIWY| 8600
wv'es  $ 19'999°16Z %L9Y OTV'Ar epuoyd jo desp ajes) 69200
€9'841°SS S ZEV.16°00E %e8 P "ou] Jeuogeusaju) soH| 161000
OEVSTEL S 26'895'66€ %0p'9 077 vojssaauo) podiry i)  2v8500
LL's9L'ss  $ LT°EL8'L9P %6p°L *3u] ‘suojssasuo) jeqo|  9evi00
08'608'C6 § 82'6£2'905 %018 EPUOLd 4Inos Jo yulISMaN] 92500
6ESGI'VOP  § 05'8LL'VOZ'T %6TSE = SEOBUIY 3214 Aang|  6Y8200
skeq 5°g
oIy DY ovin Anuow oL | owvmioy, aJleuoissasuo) Jauisasby

O ligiHX3

uonenojes) juawajeqy BULI| dUBDLLINY pUR S32J0AU|

Juawpedaq uoneiAy apeq-lwely




L10Z/s/0T {enuapyuo) Juawedag uoneiny apeq-iueln
26'9LY'SHT'T $ sheq §°5 - Juawajeqy HYIN jeI0L
€5°892'80¢ $ DVIA Ajeq a8esany

SINU[IRY JBD [EIUDY SIPNIOIXT
Z6°9LY'SPI'T $ v6°s50'svZ'e ¢ %00°00T +xIB301
- $ 00°0 %000 9711 Hodiiy VI AWOII| 616800
19°TvT S &N %L0°0 *2u] ‘epuoyd yinog jo §S7|  £Z00LD
pE'09¢ S zo0zv'L %200 supely| 919800
v0°'TOV S 05°/81°C %y0°0 (1uuad 3sa)) viW Je sepeuedwsy uoojy Jiey|  £06600
6T EVI'T $ 119€2°9 %010 siyel) ueqng| 615800
£8'SYT'T $ 00°0SZ'9 %010 Jeamsualy syi3 Auad| 61600
£068TT  § 06'¥£0'Z %110 JesH we-spods jlequry|  ¥€6900
T6°L6E'T $ 00'629°2 %ZL'0 "ou] [syunwwod|  1€2200
ST'ZEY'T $ ZLLe'L %eL0 auojsyoosg)  9LLE00
TEV6S'T $ v¥Z'969'8 %10 VI je sepevedwy ucol JieH| 26800
ZS'009'T S LL'0EL'S %10 94am| 616200
8ELEI'T $ vL'LE6'S %y1'0 Juauwiufepju3 suonopul | 852500
ob'TT8‘T S 8£°088°6 %910 (qes) auoyg afuoen yaq ‘viW sunsuaidaguy /) ayoine) Aw| 225800
96°0£8'T S 50°286'6 %910 Ar‘ungary]  GLLEGO
0S°290°C S 00°0SZ'LL %810 ueaqques auj jo sjays|  ¥8v800
19'162°C S 00'005°Z1 9%02°0 ( Ao -sunp pue Keyy ) sBujpjoy oy|  £26600
6T°9SET $ 96°'158°Z1 %20 24 508 6800
80°61b'C $ 00'S6L°'SL %iZ0 ssaldx3 uayayy ueje}s3 yaq aje) ueqn) sobuog|  Z9p600
0S°Z81'C $ L6°0VS'EL %zZ01 Kemqng -auj suoissasuog swes|  £82000
sheq '
JuswelEqY DYIN 9V Alyluoly ejo] OVIN IO % UJeUO|SSIOU0) Juswaaiby

uone|noje) juawajeqy BUll] SUBDLLINH PUB S8210AU|
juswpedaq uoljeiny apeg-iwelp




Attachment 3

MIAMLIDADE
Memorandum
Date: October 30, 2017
To: Carlos A. Gimenez

Mayor
From: Leland S. Salomon, Deputy Director,
Regulatory and Economic Resources

Miriam Singer, Senior Assistant Dire/uo%(—gé\‘
Internal Services Department (ISD)

Subject: Outstanding Airport Concession Transactions - Recommendations

During the last eight months, the following transactions were identified by either concessionaires or
Miami-Dade Aviation Department (MDAD) as needing attention and/or resolution. The following are
staff's recommendations on how each transaction should be dealt with:

1.

Cosmetics RFP-MDAD-10-16 - ISD Procurement requested that this item be returned to MDAD
with the request that this contract be negotiated consistently with County processes and best
practices. The Chairperson’s report with the selection committee scores must be presented to the
Mayor with a consensus statement. Once the Mayor or his designee approves moving forward with
negotiations and the appointment of the Negotiations team, the vendor should be invited to
negotiate at a meeting, and the proceedings must be audio recorded.

Sim Cards RFP-MDAD-03-15 - This procurement was approved to move forward prior to the
Mayor's concession freeze. Procurement has requested documents to ensure the correct process
was followed and all requirements were met. When approved by ISD Procurement, the Agreement
will be placed on the next appropriate agenda.

Foreign Exchange RFP-MDAD-02-15 - This procurement was approved to move forward prior to
the Mayor's concession freeze. ISD Procurement has requested additional documentation to
ensure the correct process was followed and all requirements were met. When approved by ISD
Procurement, it will be placed on the next appropriate agenda.

Battery (Pilot Project) — The only documentation regarding this proposed pilot project for Miami
International Airport (MIA) is an email request for an appointment with the Director of MDAD. There
is no correspondence between MDAD and the prospective concessionaire regarding any aspect of
this transaction. We are, therefore, recommending that once MDAD procurement staff transfer
takes place, an Expedited Procurement Process (EPP) solicitation, to be approved by Board of
County Commissioners (Board), be immediately issued for this pilot project. Space will be leased
for a one-year term, renewable for one additional year, provided certain performance levels have
been attained.

Jewelry (Pilot Project) ~ Staff is recommending that once MDAD procurement staff transfer takes
place, an Expedited Procurement Process (EPP) solicitation, to be approved by the Board, be
immediately issued for this pilot project. Space will be leased for a one-year term, renewable for
one additional year, provided certain performance levels have been attained.

Electronics by Vending Machine (Pilot Project) — The only documentation regarding this
proposed pilot project for MIA is a draft agreement that includes an email indicating that no
agreement had been reached specifically with regard to Fee and Payments. Questions remain as to
the minimum annual guarantee (MAG) and Percentage Fee requirements. There is no
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correspondence between MDAD and the prospective concessionaire regarding any other aspect of
this transaction. We are, therefore, recommending that once MDAD procurement staff transfer
takes place, an Expedited Procurement Process (EPP) solicitation, to be approved by the Board, be
immediately issued for this pilot project. Space will be leased for a one-year term, renewable for
one additional year, provided certain performance levels have been attained.

Management of Airport Parking — Staff is recommending that a new RFP be issued for these
services. There is no reason to consider giving the present parking operator a fee increase on their
present contract, which, terminated in September 2017. MDAD must immediately issue an RFP to
replace this expired agreement.

Airport Shuttle — Is presently under audit. MDAD must immediately issue an RFP to replace this
expired agreement.

Starbucks, Gate 51 - This "agreement” was negotiated by MDAD under the authority granted in
Board Resolution No. R-81-10. Correspondence between the parties granting approvals and
authorization to move forward is evidence of negotiations having taken place in good faith.
Additionally, design/construction plans have been developed for this location based on previous
discussions and correspondence with MDAD. Staff recommends that the proper agreement
between the parties be negotiated and forwarded to the Board for approval.

Starbucks, South Terminal (pre-security) - The only documentation regarding this proposed
concession for a pre-security Starbucks location is an email from MDAD to US Customs and Border
Patrol (CBP) requesting that they relocate to accommodate “a need for additional food and
beverage concession facilities” in the area presently occupied by Global Entry. There is no
correspondence between MDAD and the prospective concessionaire regarding any aspect of this
transaction. We are, therefore, recommending that any area made available by relocation of CBP
operations be included in an upcoming RFP for the South Terminal.

Request from Westfield to Reopen NewsLink in E Satellite on a Temp Basis — Staff
recommends that this concession, which has expired, not be renewed and that the area covered by
this Agreement become part of the new procurement for Terminal E Satellite.

Jackson Soul Food (2 locations) The Board approved one location by Resolution No. R-137-
16. Staff recommends MDAD negotiate the terms of a Concession Agreement for that location and
prepare an item to be submitted to the Board for approval as soon as possible. Staff was informed
that Jackson Soul Food (JSF) was using the concessionaire SSP for financing, and SSP wanted to
split the location and add a Chick-Fil-A restaurant. Staff recommends that if this location is too large
for JSF, an alternate location should be chosen. Otherwise, any change to the original approval by
the Board must go back to the Board for amendment.

Penguin Clothes — Has requested a larger location. Any new concession must be awarded
through an open and competitive RFP Process.

Duty Free Americas (extension of Term until 2024 for locations in EFGHJ) — This “agreement” was
negotiated by MDAD under the authority partially granted in Board Resolution No. R-96-14. As the
original Concession Agreement for all Duty Free Americas (DFA) locations at MIA (North, Central
and South Terminals) was negotiated as one agreement and was based in part on a MAG for all
locations, and, when Board Resolution No. R-96-14 authorized the “Lease effective date or lease
commencement date to September 14, 2014” of all concession agreements in Terminal D, then,
assuming that because it was the only multi-terminal agreement at MIA, the parties entered: into
negotiations in good faith for the extension of the Central and South Terminal locations to co-
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terminate with the stores in the North Terminal. This effectively extended any lease with a 10-year
term to expire in 2024.

in May of 2015, MDAD forwarded to DFA a FOURTH AMENDMENT TO LEASE AND
CONCESSION AGREEMENT, which included an extension to the Term until September 13, 2024
for all DFA's locations at MIA. As part of this Fourth Amendment, DFA agreed to an additional
capital expenditure of $17 million in its stores. DFA signed that Amendment and returned it to
MDAD for execution and presentation to the Board for approval. On October 14, 2015, MDAD
acknowledged receipt of the executed Amendment and requested affidavits to be included “as part
of the package to go to the BCC.” That Amendment never moved forward to the Board but even
without a written agreement, DFA has already spent $4 million.

Subsequent to 2015, there are other versions of the Fourth Amendment executed by DFA, and in
one case, on December 28, 2016, by both DFA and MDAD, reflecting the change to the term of the
North Terminal locations only. This was done to ensure that the North Terminal locations would not
terminate before 2024,

Staff believes that there is sufficient documentation to show that negotiations for the extension of
the term for DFA’s stores in Central and South did take place and were in good faith. Nonetheless,
this negotiation method is not consistent with County process as only the Mayor can authorize the
initiation of negotiations. Therefore, staff recommends that the Mayor appoint a negotiating
committee to negotiate a proper agreement between the parties and forward same to the Board for
approval. Staff also recommends that the Mayors Special Assistant for MDAD Landside Business
Operations be a voting member of the negotiating committee.

Second Amendment to Bijoux Turner North Terminal Concession Agreement - Staff
recommends that the appropriate change to the calculation of MAG increases be made, changing
the methodology from number of enplanements to the relevant CPI. This change is being made to
all concession agreements at MIA. However, staff does not recommend the requested adjustment
of MAG payments already made to MDAD.

ADDITIONAL RETAIL OPPORTUNITIES - As part of the Concession Agreement between MIA
and Clear Channels Outdoor, inc. approved by Board Resolution No. R-820-10 and subsequently
assigned to Miami Airport Concessions LLC in October 1, 2011, the concessionaire has the
“‘advertising concession,” which among other rights and privileges, allows for temporary locations
within MIA to be used for “advertising purpose”. “The Concessionaire shall have the right, privilege,
and obligation to finance, design, develop, install, maintain and operate Locations, depicted in
Exhibit A, “Advertising Locations,” for the purpose of establishing an Advertising Display Program at
MIA as approved by the Department.”

Staff understands that these are, for example, the liquor displays in the central mall of the Terminal
D. This program is administered by MDAD and no other approvals are required. This contract is
effective through July 19, 2020 with one two-year option to extend by MDAD.

Jack Osterholt, Deputy Mayor and Director Regulatory and Economic Resources
Edward Marquez, Deputy Mayor and Chief Financial Officer

Tara Smith, Director, Internal Services Department

Emilio Gonzalez, Director, Miami-Dade Aviation Department

Namita Uppal, Chief, Procurement Officer Designee, Internal Services Department




