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COUNTY OF MILWAUKEE

Interoffice Communication
DATE:

August 13, 2014
TO:

Supervisor Marina Dimitrijevic, Chairwoman, County Board of Supervisors

FROM:

Brian Dranzik, Director, Department of Transportation

SUBJECT:

NEW AGREEMENT WITH HUDSON GROUP (HG) RETAIL, LLC AT GENERAL MITCHELL INTERNATIONAL AIRPORT 
POLICY

County Board approval is required to enter into concession agreements at General Mitchell International Airport (GMIA).

BACKGROUND
Proposals were solicited under Official Notice No. 6894 inviting interested parties to develop and operate a retail accessories concession offering high-quality merchandise concepts such as sunglasses, jewelry, hats, scarves, or other popular accessory items. The store may focus on one specific brand or feature selections from multiple brands and designers.  Official Notice No. 6894 offered one location on Concourse C and one location on Concourse D.  Respondents could propose on one or both locations. 

One (1) responsive proposal was received from Hudson Group (HG) Retail, LLC (Hudson) for both of the locations offered on Concourse C and Concourse D.  For these locations Hudson is proposing their “Affordable Luxuries” concept, consisting of handbags, wallets, belts, pashminas, jewelry, watches, gloves, hats, socks, sunglasses and travel comfort items.  The majority of the products sell for less than $15, with some high-quality accessories that range from $25 to above $100.  Hudson currently operates 170+ specialty retail stores in airports that include national and international brands such as Coach, Michael Kors, Harley Davidson, Hugo Boss, Tumi, and Victoria Secret.  Hudson operates Affordable Luxuries shops in eight airports. 
The Community Business Development Partners (CBDP) staff reviewed Official Notice No. 6894 and established a Disadvantaged Business Enterprise (DBE) goal of 21% for this concession.  Hudson was unsuccessful in meeting the 21% DBE goal for this concession opportunity. In reviewing Hudson’s proposal, CBDP staff concluded that Hudson demonstrated good faith efforts in attempting to incorporate DBE participation in the concession.  Hudson currently has 65 DBE partners across the United States who partner with Hudson in airport concessions. In declining to participate in the Official Notice No. 6894 opportunity, prospective DBE partners cite potential financial risks due to the amount of capital required to participate in the concession and the small return on investment.  
RECOMMENDATIONS

Airport staff recommends that Milwaukee County accept the proposal from Hudson 
Group (HG) Retail, LLC submitted for Package B under Official Notice No. 6894 and enter into an agreement inclusive of the following terms and conditions:

1. The agreement will be for a term of seven (7) years, with the option to extend the Agreement for three (3) additional terms of one (1) year each subject to mutual agreement of County and Hudson Group (HG) Retail, LLC.
2. Hudson Group (HG) Retail, LLC shall pay to the County the greater of an annual Minimum Annual Guarantee (MAG) of $81,621.00 or 13% of gross receipts derived from retail sales.
3. The minimum annual guarantee will be $81,621.00 for the first year of the Agreement, and will be adjusted annually to a sum of money equal to 85% of the total fees payable for the previous 12 month period, but will not be less than $81,621.00.
4. Hudson Group (HG) Retail, LLC will invest approximately $477,491.00 in developing and equipping the stores.
5. Within 120 days of completion of the improvements, Hudson Group (HG) Retail, LLC shall submit a certified cost statement to the Airport Director, showing the cost of Hudson Group (HG) Retail, LLC construction, which shall be the basis for establishing a written amortization schedule.  The costs of all leasehold improvements shall be amortized on a straight-line basis over a seven (7) year period commencing as of the Date of substantial Beneficial Occupancy.
6. Hudson Group (HG) Retail, LLC demonstrated good faith efforts to attain the ACDBE goal contained in Official Notice No. 6894, but was unsuccessful. Hudson Group (HG) Retail, LLC  shall continue to make a good faith effort to attain the ACDBE goal of  twenty-one percent (21%) of the gross receipts derived from the operation of its business at the Airport be attributed to ACDBEs certified by Milwaukee County.
7. Hudson Group (HG) Retail, LLC shall maintain appropriate insurances as determined by the County’s Risk Manager, and comply with all federal, state, and local laws and ordinances.
FISCAL NOTE

Airport concessions revenue is anticipated to increase a minimum of $81,621.00 in 2015, and in each subsequent year.
Prepared by:  Kathy Nelson, Airport Properties Manager

Approved by:

_________________________________
____________________________________

Brian Dranzik, Director,


Terry Blue
Department of Transportation

Interim Airport Director
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