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COUNTY OF MILWAUKEE

Inter-Office Communication

DATE:

February 16, 2015
TO:

Supervisor Marina Dimitrijevic, Chairwoman, County Board
FROM:

Brian Dranzik, Director, Department of Transportation 

SUBJECT:

AUTHORIZATION TO TERMINATE AIRPORT AGREEMENT NO. CN-1578 BETWEEN MILWAUKEE COUNTY AND FLIGHT SERVICES AND SYSTEMS (FSS) AT GENERAL MITCHELL INTERNATIONAL AIRPORT (GMIA) AND NEGOTIATE AN AGREEMENT WITH SMARTE CARTE, INC.
POLICY

In order for the Airport Director to terminate Airport Agreement No. CN-1578 for agreement defaults, failure to perform and breaches, the County Board is required to adopt a resolution that authorizes the agreement termination.
BACKGROUND
On November 2, 2006 Milwaukee County entered into Airport Agreement No. CN-1578 with Flight Services and Systems (FSS) for the right to provide, install, operate, and maintain the luggage cart service concession at GMIA.  The Agreement was for a term of five (5) years, commencing December 1, 2006 with one five (5) year renewal term with the consent of both parties.  Both parties agreed to exercise the renewal term.  The renewal term commenced on December 1, 2011 and ends on November 30, 2016. 
Airport Agreement No. CN-1578 was awarded to FSS in response to Official Notice No. 6138. In Exhibit F of Official Notice No. 6138, FSS stated that it would refund 25 cents for the return of each cart to the cart return.  The refund is an incentive for people to return carts to the cart return and therefore, an attempt to keep the airport premises free of stray carts.  Beginning in September 2014 Airport staff observed that carts were not being returned to the cart return and were scattered about the Airport premises.  Airport staff also observed that the 25 cents refund was not operating on any of the return units.  In October 2014 the local manager advised Airport staff that she was instructed by her corporate office to stop putting quarters in the machine because someone figured out how to rig some of the machines to drop all the quarters out with one return.  Airport staff has been attempting to resolve this matter with several members of the FSS corporate office through email and certified US mail communication with no success.  On December 22, 2014 Airport staff sent a Certified Letter Return Receipt to FSS notifying FSS to resolve the problem within 30 days or that Airport staff would seek County Board authorization to terminate Airport Agreement No. CN-1578.  The Certified Letter Receipt was returned, but Airport staff received no response from FSS.  
Approximately 19,000 to 24,000 carts are used by Airport passengers annually. The cost of renting a cart is $5.00.  The average sales for the past 5 years was $70,000 per year, with revenue to the Airport averaging $12,000 per year.  Passenger use of luggage carts has declined over the past years due to the availability of wheeled suitcases in the marketplace and luggage limitations on aircraft.  Luggage carts do not generate much revenue for the Airport, but they are available on Airport property as a passenger convenience service.  
Smarte Carte is FSS’ sole competitor in the luggage cart business and is the sole source for providing luggage cart services at GMIA.  The only alternative to Smarte Carte would be for the Airport to purchase and operate the cart service itself.  This would require a large expenditure for the purchase of carts and for the return units, and would result in the loss of the revenue currently paid to the Airport by the cart service supplier.  Neither of these expenses is contained in the 2015 Airport budget.  
Since Airport Agreement No. CN-1578 expires on its own terms on November 20, 2016, the luggage cart concession was included in the Milwaukee County 2015-2017 Airport Concession Disadvantaged Business Plan that the Community Business Development Partners (CBDP) Office prepared and submitted to the Federal Aviation Administration (FAA).  The plan stated that there is no ACDBE participation possible in the luggage cart concession. 
RECOMMENDATION

Airport staff recommends that County Board adopt a resolution granting the Airport Director the authority to terminate Airport Agreement No. CN-1578 between Milwaukee County and Flight Services & Systems based on the Concessionaire’s breaches of its contractual obligations.  

Airport staff also recommends that Milwaukee County enter into a negotiated agreement with Smarte Carte, Inc. as the sole alternative airport luggage cart provider to Flight Services & Systems, under standard terms and conditions for similar Airport concession agreements, inclusive of the following:

1. The agreement shall be for an initial term of five (5) years with an option to extend for one additional five-year period upon mutual agreement of the parties.

2. The Airport Concession Disadvantaged Business participation goal shall be zero, as stated in the 2015-2017 Airport Concession Disadvantaged Business Plan that was submitted to the FAA.

3. Smarte Carte shall provide evidence of insurance as approved by the County Risk Manager.

FISCAL NOTE

The Airport receives 17% of gross revenue or approximately $12,000 per year from the luggage cart concession.  Airport staff anticipates that a new negotiated agreement with Smarte Carte would yield about the same amount of revenue.  The transition between the two companies would be coordinated to minimize any revenue reduction.
Prepared by:  
Kathy Nelson, Airport Properties Manager
Approved by:

_________________________________  
________________________________

Brian Dranzik, Director

Terry Blue

Department of Transportation

Interim Airport Director
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