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Southwest Airlines Co. 
Proposed Fuel Facility Lease 

at Dallas Love Field

Briefing to the City Council 
Economic Development Committee

Department of Aviation
October 5, 2009



2

Purpose

2

• To review the proposed new fuel facility lease 
to Southwest Airlines at Love Field.
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Background

• Original Lease
– Fuel storage facility constructed 1956 (900K gallon capacity)
– Lease term 1958-1983, to Love Field Fueling Facilities Corp.
– Upon expiration, lease continued 4 years under Letter of Understanding

• Facility leased to Southwest Airlines 1987-2002
– Upon expiration, lease cont’d month-to-month during negotiation of a new lease

• Several events caused uncertainties and delays in negotiating new lease
– Effects of 9/11/01terrorist attacks 
– Wright Amendment Repeal issues

• Capital improvements addressing the facility age and condition was considered

– Southwest initiated facility replacement (2006) due to age (50 yrs) and to increase capacity 
by one-third, to 1.2 M gallons

• New state-of-the-art, meets or exceeds all industry safety and environmental standards 

• New lease negotiations complete & pending Council consideration
– Consistent with new conditions of Love Field Modernization Program
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Proposed Lease

• Operational Requirements 

– Fuel farm supplies Terminal Apron Fuel Hydrant Sys.
• Currently serves only West Concourse

– Future will serve all 20 gates under Love Field 
Modernization Program

• Southwest must make system and capacity available to other 
airlines serving Love Field

– Southwest may NOT sell fuel retail or to non-airlines
• Right to sell is reserved to FBOs (currently 7 on airport) 
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Proposed Lease Cont.
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• Lease Provisions
• Complies with Council Leasing Policies

• 30 year Primary Term, plus one 10-year option, 
effective retroactive to March 1, 2006

• Leasehold area 88,313 SF (2.027 acres)

• Initial Annual Rent - $.99/sf/yr
• $87,429 (88,313 x $.99/sf/yr), paid monthly at $7,285
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Proposed Lease Cont.
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• Rent Escalation
• Rent escalated every three years by the greater of:

• Three (3%) percent of the existing rental rate, or
• The  Consumer Price Index; however, the aggregate escalation 

for any three-year period shall not exceed twelve percent (12%).

• Capital Improvement Obligation (Satisfied 2006)
• Replace original 18 50,000 gallon underground storage tanks 

with 3 aboveground storage cells totaling 1.2 million gallons

• Capital investment by Southwest exceeded $14 million
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Proposed Donation 
Agreement

9

• Donation Agreement

• Southwest will donate and convey all right, title, and interest in 
any Purchased Items installed on the leased premises to City 
immediately upon acquisition of such Purchased Items

• The proposed Donation Agreement will authorize City 
ownership of Purchased Items to be used in the construction of 
the new capital improvements on the Leased Premises
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Recommendation & Next Steps
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• Recommend approval of the Southwest Airlines Co. 
Lease and Donation Agreement

• Increased annual revenue to the City from $50,000 to $87,429

• Increase airline fuel storage capacity from 900,000 gallons to 1.2 
million gallons

• Approval of the proposed Donation Agreement authorizing City 
ownership of materials used in the construction of the new facility

• NEXT STEPS

• October 28, 2009 – City Council Agenda for consideration
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QUESTIONS & ANSWERS
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Purpose

• Present to the Committee a proposed 
consolidation of Deloitte LLP’s

 
existing Irving 

and downtown Dallas corporate offices
• Receive a recommendation of the 

Committee on the proposed economic 
development grant/incentive associated 
with the project
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Background
•

 
The City has made substantial investments to 
facilitate downtowns continued transition into a 
24-7 activity center
–

 
Convention Center Hotel

–
 

Art’s District Facilities and Deck Park
–

 
Mercantile project and other obsolete office building 
conversions to residential

–
 

Trinity River Project, DART expansions, etc.
•

 
Recent office related success stories include the 
relocations of Comerica Bank and AT&T 
headquarter operations and the retention and 
development of new facilities for Hunt 
Consolidated and 7-Eleven
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Background

•

 

Notwithstanding recent success stories, real estate forecasts call for 
continued weak leasing activity, higher vacancies, lower rents and 
property values.
–

 

Office Vacancy Rates in the Central Business District are 29.1%,

 

highest 
since 3rd

 

Quarter of 2005 (Dallas Business Journal September 28, 2009) 
–

 

Dallas CBD Office Vacancy rate is the highest in the nation, and

 

twice the 
national CBD (13.9%) average vacancy (Cushman & Wakefield 2Q 2009 
Market Beat –

 

US Office Report)
–

 

Office absorption continues to be slow: year to date, the DFW market 
recorded 7.16 million square feet leased, compared to 12.6 million square 
feet leased at this time last year (Dallas Business Journal September 28, 
2009)

–

 

Nationally, leasing activity for the first half of 2009 was down

 

approximately 
50% (Cushman & Wakefield 2Q 2009 Market Beat –

 

US Office Report)
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Background

• Given this context, the retention of major 
existing downtown tenants is crucial to 
maintaining positive momentum during the 
current economic climate.
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Project Summary

• Deloitte LLP approached the City in early 
2009 related to the firm’s planned 
consolidation of its operations in the City of 
Irving (470 jobs) and downtown Dallas (950 
jobs at 2200 Ross Avenue)

• There was a multi-million dollar cost 
advantage to Deloitte LLP if it chose an 
Irving facility relative to downtown Dallas 
office buildings
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Project Summary

• Given the prospect of potentially losing a 
major downtown office tenant, staff 
proposed the following incentive to Deloitte:
–

 
An economic development grant of $2 million 
from the Public/Private Partnership Fund

–
 

The grant is payable over four (4) years in 
$500,000 increments beginning December 
2011 through December 2014 and subject to 
annual appropriations by City Council
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Project Summary

•
 

Subject to City Council approval of the 
proposed economic development 
grant, Deloitte LLP has agreed to  
execute a 10-year lease extension at 
2200 Ross Avenue (Chase Tower) 
beginning 2011 and will:
–

 
Commit to maintain a minimum of 
1,111 jobs at this location

–
 

Ensure approximately $19.9 million 
is invested for tenant improvements
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Staff Recommendation

• City Council approval of the proposed 
Chapter 380 Economic Development Grant 
for Deloitte  LLP on October 14, 2009
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Background on Deloitte LLP 

•

 
Deloitte LLP subsidiaries provide audit, consulting, financial 
advisory, risk management, and tax services to selected 
clients
–

 

subsidiaries include Deloitte & Touche

 

LLP, Deloitte Consulting LLP, 
Deloitte Financial Advisory Services LLP and Deloitte Tax LLP

•

 
In the United States, Deloitte LLP is the member firm of 
Deloitte Touch Tohmatsu, a Swiss based company
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APPENDIX










































