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OPERATIONS



AIRPORTS

A. Components of Transaction
1.Parties to Arrangement:  

Authority/Municipality; 
Operator/Developer; Single Operator
a. Direct arrangement with Airport Authority or 

Municipality

b. Prime Concessionaires:  an entity that 
operates all of the concessions in the airport 
or terminal:  can be a developer, airline, or 
operator

c. Developer/Manager:  development, leasing, 
and management of retail/food beverage 
programs:  by terminal or airport



AIRPORTS

A. Components of Transaction

2.Process

a. RFP process (Request for Proposal):  process 
to make bidding, selection, and award as fair 
as possible.

i. Deadlines:  with significant/detailed financial and 
operational information required in submission

ii. All filings are a matter of public record and subject 
to FOIA (Freedom of Information Act)

b. Requirement of ACDBE (Airport Concession 
Disadvantage Business Enterprise)

c. Award



AIRPORTS

A. Components of Transaction

3.Factors in selection location

a. Terminals:  Airlines:  Number of 
Enplanements

b. Location – pre v. post security location



AIRPORTS

A. Components of Transaction

4. Economic Terms

a. Term – 5-10 years

b. Minimum Annual Guaranteed Rent (MAG)

i. Increases annually either tied to 
enplanements or percentage of total 
rent paid in previous year

ii. Generally much higher than in street 
location

c. Percentage Rent:  may increase based on 
threshold of annual sales; also may be 
different percentage based on food v. 
alcohol



AIRPORTS

A. Components of Transaction
4. Economic Terms

d. Additional Charges
i. Utilities (does not include telephone or 

data)
ii. Storage
iii.Taxes or PILOT (Payment in Lieu of 

Taxes)
iv.Logistical Support Charges – delivery 

through a central facility
v. Marketing Fund
vi.Common Area Maintenance Expenses 

– generally includes cleaning and 
janitorial expenses related to the 
common areas



AIRPORTS

B. Transaction Documents

1.Form:  either sublease or concession 
agreement (a license agreement which 
does not create an estate in real 
property)

2.Master Lease Agreement between 
Authority (or Municipality) and Master 
Concessionaire or Developer – Sublease 
or Concession Agreement is subordinate



AIRPORTS

B. Transaction Documents
3. Specific Provisions unique to Airport Leases

a. Relocation/Termination  Provision:  common in Airport 
agreement to provide flexibility to the authority and 
TSA (see provision on Airports – Attachment A)

b. Insurance and Indemnify – Authority/Municipality will 
not provide a waiver of subrogation and will except its 
gross negligence from indemnity protection

c. Street Pricing Provision:  limitation on pricing as 
compared with pricing at locations outside Airport (see 
Airports – Attachment B)

d. Reporting Requirements 
(see Airports – Attachment C):  rigorous and detailed

e. Labor Harmony provision 
(see Airports – Attachment D)



AIRPORTS

B. Transaction Documents

4. Provisions not likely to be seen in 
transaction documents

a. Radius Restriction

b. Co-Tenancy Protection

c. Exclusivity

d. Early Termination (kick out) provisions



AIRPORTS

C. Construction Related Issues – Critical 
to Assess at Outset
1. Plan Approval Process and Timing –

usually can take between 6 and 8 
months – requires layers of approval:  
Developer/Master Concessionaire; 
Authority/Municipality; Inspectional 
Services

2. Design Criteria – specific – may impact 
restaurant’s prototype review carefully at 
RFP process if available



AIRPORTS

C. Construction Related Issues – Critical 
to Assess at Outset
3. Utilities:  critical – assess at outset

a. Utility feeds – who pays from central box –
may impact significantly cost of build out

b. Gas – determine availability – may impact 
ability to operate

c. HVAC and air handling units – existing HVAC 
in Airport may not be sufficient to support 
restaurant(s) assess cost at outset

d. Grease trap – requirement and location 
(see Airports – Attachment E)

e. Water and sewer feeds – location and capacity



AIRPORTS

C. Construction Related Issues – Critical to 
Assess at Outset
4. Logistics in constructing premises

a. Badging of contractor, subcontractor, and 
employees – background checks and 
fingerprinting

b. Delivery of construction materials and equipment 
– post v. pre-security

c. Timing of construction – delivery of materials and 
requirement that construction occur in evening

5. Retain architect and general contractor who 
are familiar with Airport construction

6. Requirement of stated minimum investment 
and payment and performance bonds



AIRPORTS

D. Operational Issues
1. Hours of Operation – very expansive – tied to first and 

last departing flights (See Airports – Attachment F)
2. Use clauses – may be restrictive:  will require menu 

approval and approval of items to be added to menu (by 
both Developer/Master Concessionaire and Airport 
Authority)

3. Employees:  process may affect hiring (timing) and 
training – will require background check, fingerprinting 
and badging – at outset determine how long entire 
process will take and cost of badging.  Upon termination 
of employee, critical to collect employee’s badge; 
otherwise, TSA or Airport may impose fine

4. Street pricing
5. Requirement of Program Responding to Customer 

Complaints (see Airports – Attachment G)
6. Compliance with additional legal requirements re:  

prevailing wage and local municipal requirements
7. Parking limitation for employees  (see Airports – Attachment H)



EMPLOYEE-RELATED ISSUES

Badging 

• Pre-Hire Requirements

• May Impact Training

• Use Disclosure Documents

• Lose Badge; Lose Employment

• Collection of Badges Upon Separation as 
required by 49 USCS Section 4630(a)(6)

• Civil penalties for failure to comply

• Inability to have additional employees 
badged







EMPLOYEE-RELATED ISSUES

Special Wage Rates and Fringe Benefit 
Requirements

• Example, 21st Century Minimum Wage 
Act Philadelphia, PA (Chapter 17-1300)

• “Employer” includes recipients of city 
leases, concessions, or franchises which 
employs more than 25 employees

• 150% of minimum wage $7.25 = $10.88

• Other Required Fringe Benefits



QUESTIONS & ANSWERS


