


RECOMMENDATION APPROVED;

RESOLUTION NO. 12-7344 ADOPTED; AND w0,
AGREEMENT NO. 12-3674 APPROVE

BY THE BOARD OF HARBOR COMMISSIONERS THE PORT

OF LOS AMGELES

June 21, 2012 Executive Director’s
K M /’Qﬂ m&él{%lz/g/’ Report to the
SECRETARY Board of Harbor Commissionars
DATE: JUNE 12, 2012
FROM: BUSINESS & TRADE DEVELOPMENT

SUBJECT: RESOLUTION NO. /R ~73¢Y4  APPROVAL OF FOREIGN-TRADE
ZONE GENERAL PURPOSE OPERATING AGREEMENT BETWEEN
THE CITY OF LOS ANGELES HARBOR DEPARTMENT AND LAXFUEL
CORPORATION, FTZ 202, SITE 25

SUMMARY:

The City of Los Angeles Harbor Department (Harbor Department), as Foreign-Trade
Zone (FTZ) grantee, establishes General Purpose Operating Agreemenis with FTZ
operators to oversee their FTZ operations. The Harbor Department received a request
from LAXFUEL Corporation (LAXFUEL), Los Angeles, California to activate its Site 25
within FTZ 202, for the storage and delivery of jet fuel servicing the Los Angeles
international Airport (LAX). Sile 25 consists of various liguid bulk terminal refineries,
storage tanks, and pipelines totaling 710.8 acres. Please note that the pipelines and
refineries are not owned by the Harbor Department. Site 25 includes three liquid bulk
terminals located on Harbor Department property at Berths 118, 118, 167, 168, 169,
188, and 189. In August 2011, the FTZ Board approved Board Order 1779 establishing
Site 25 as a new site within FTZ 202. LAXFUEL will be operating its facilities under FTZ
procedures. The proposed FTZ Operating Agreement (Agreement) wili provide a term of
five years with three, five-year renewal options.

RECOMMENDATION:

it is recommended that the Board of Harbor Commissioners (Board):

1. Approve the proposed Foreign-Trade Zone Operating Agreement between the City
of Los Angeles Harbor Department and LAXFUEL Corporation;

2. Direct the Board Secretary o transmit the proposed Foreign-Trade Zone Operating
Agreement to the Los Angeles City Council for approval pursuant to Section 373 of
the Charter of the Cily of Los Angeles and Section 10.5 of the Los Angeles
Administrative Code;
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3. Upon approval by the City Council, authorize the Executive Director fo execute and
the Board Secretary to attest to the proposed Foreign-Trade Zone Operating
Agreement; and

4. Adopt Resolution No. |A-73 yy

DISCUSSION:

Background — The Foreign-Trade Zone Act of 1934, as amended (19 U.5.C. 81a-81u),
was established o support U.S. commerce and create jobs by reducing import duties or
excise taxes by deferring payment of duties, thereby making it attractive for companies
fo perform some work on their products in the U.S. rather than offshore. The definition
of a FTZ is a restricted access site located in the U.S. Customs and Border Protection
territories. The importer may defer payment of duties and other fees until the
merchandise is brought into the U.5. market for consumption.

The purpose of FTZ 202, Site 25 (Transmittal 2) is to provide the means for international
carriers at LAX to use jet fuel free of customs duties and fees. The only imported
product will be jet fuel. LAXFUEL will store the fuel and deliver it to the airport for use on
international flights. The LAXFUEL FTZ site does not include any petroleum refineries
and no manufacturing will occur in the FTZ.

The main benefits of FTZ status for LAXFUEL is the ability to commingle imported jet
fuel with domestic fuel in storage and use storage tanks more efficiently. In the past, the
LAXFUEL storage facilities have been in customs bonded status (and those tanks will
remain in bonded status untll the FTZ is activated). Within the bonded sysiem, the
imported jet fuel is free of customs duties and taxes, so there is no additional savings
for LAXFUEL when they convert to FTZ status. However, under the rules for bonded
storage, the imported fuel must be physically segregated from the domestic fuel. This is
costly because it imposes artificial limits on tank storage capacity. Under FTZ law and
reguiations, foreign and domestic merchandise may be commingled so long as
adeqguate inventory records of each are maintained.
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LAXFUEL acknowiedges that this proposed Agreement has no bearing on any lease or
other agreement it has with the City of Los Angeles. This proposed Agreement cannot
be construed as granting any right under, or expectation in connection with, any other
agreement, inciuding any leases or permits, held by LAXFUEL.

MNeed for Agreement — The Harbor Department, as the grantee, is required by the FTZ
Board to have an operating agreement with FTZ site operators. LAXFUEL has 38 full-
time employees to run its airport operations. The total acreages of the jet fuel delivering
system are 710.8 acres including refineries, terminals, pipelines and office space. Al
operators shall follow rules and procedures as outlined in the Department of Homeland
Security's FTZ manual, such as providing a secured area within the FTZ.

Need for Aporoval — LAXFUEL is requesting approval from the Harbor Department {o
execute the proposed Agreement (Transmittal 1) to operate Site 25 as a FTZ jet fuel
delivering system for their customers serving LAX, LAXFUEL, Site 28 is a FTZ Board
approved site located within FTZ 202.

if LAXFUEL does not obtain approval as an operator with FTZ status from the Harbor
Department, they potentially have the choice of going o ancther FTZ in California such
as Long Beach and Palmdale. Since FTZ facilities exist in every siate, LAXFUEL can
potentially shift its employees to work elsewhere as a result of seeking FTZ status in
another location.

Harbor Department Fiscal Requiremenis — This proposed Agreement will not require
funding by the Harbor Department. LAXFUEL has paid the $5,000 activation application
fee and will pay an annual fee of $5,000 1o the Harbor Department for each year of the
five-year term of the proposed Agreement for a total of $25,000.




DATE: JUNE 12, 2012 PAGE4OF 5

SUBJECT: GENERAL PURPOSE OPERATING AGREEMENT WITH LAXFUEL
CORPORATION, FTZ 202, SITE 25

ENVIRONMENTAL ASSESSMENT:

The proposed action is approval of an agreement with LAXFUEL for the activation of
their site within FTZ 202, Site 25. As an adminisirative activity, the Direclor of
Environmental Management has determined that the proposed action is exempt from
the California Environmental Quality Act (CEQA) in accordance with Article 1l, Section
2({f) of the Los Angeles City CEQA Guidelines.

ECONOMIC BENEFITS:

Approval of the proposed Agreement will have no empéoymeht impact.

FINANCIAL IMPACT:

if the proposed Agreement is approved, the Harbor Department will receive from
LAXFUEL $5,000 (per FTZ Tariff No. 1) in FTZ fees per year for five years. Should the
renewal options be exercised subsequent to the completion of the inilial term of the
proposed Agreement, compensation will also be $5,000 per year. Although, there is no
direct cost to the Harbor Depariment arising from this proposed Board action, the
Harbor Department does incur FTZ-related expenses. During calendar year 2011,
approximately $80,000 was spent on ouiside FTZ-related consulting services while
$149,000 in revenues was coliected from all of the Harbor Department’s FTZ operators.

Approving the proposed Agreement with LAXFUEL creates an entity that confers
among other advantages, tax and operating benefits to the operator, and provides a ool
for economic development. As the Harbor Department is a designated grantee of Fids
under the State of California enabling legislation, granting FTZ status to LAXFUEL
allows more efficient operations and allows LAXFUEL to remain competitive,
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CITY ATTORNEY:

The City Attormey’s Office has prepared and approved the proposed Agreement as to
form and legality.

TRANSMITTALS:

1. Proposed FTZ Operating Agreement for LAXFUEL FTZ 202, Site 25
2. LAXFUEL FTZ 202, Site 25 map

FIS Approval: \_!ﬁ {initials)

CA Approval:_T¥* (initials)

Il i

KRAIG JONDLE KA‘T"HRYN o
Director of Business & Trade Development Deputy Executive Director

E Durector

M. Morimoto

GK:KM:MM:ma
Fite: G:\Board Reports\Foreign Trade Zone\Site 25 L AXFUEL\2012\FTZ SHe 25 LAXFUEL DRAFT BR 06.97.12.doc
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AGREEMENT NO.

FTZ OPERATING AGREEMENT
BETWEEN THE CITY OF LOS ANGELES
AND
LAXFUEL CORPORATION

THIS AGREEMENT is made this day of _» by and between the
CITY OF LOS ANGELES, a municipal corporation ("City") acting by and through its Board
of Harbor Commissioners ("Grantee”} and LAXFUEL CORPORATION, (*Operator”).

RECITALS:
WHEREAS, the Grantee has received permission from the United States Foreign-
Trade Zones Board to establish a foreign-frade zone, designated as Foreign-Trade Zone
No. 202, at various locations in or adjacent to the Los Angeles Customs port of entry; and

WHEREAS, the Operator desires to make use of foreign-trade zone staius and
wishes to activate the site located at Fusl tanks at 9900 LAXFUEL Road, Los Angeles, CA
and refineries, storage tanks, and pipe lines connection Port of Los Angeles and Los
Angeles International Airport as depicted and more fully described in Exhibit “A”, attached
hereto and made a part hereof Site 25, {"Zone Site™), which is within the boundaries of

Foreign-Trade Zone No. 202; and

WHEREAS, the Grantee deems it practicable to limit its participation in the everyday
operations of the Zone Site and to place the operation of the Zone Site under the
supervision of Operator; and

WHEREAS, upon the terms and conditions herein sel forth, Operator desires to
undertake the development and operational management of a foreign-frade. zone at the
Zone Site accordance with standards of consiruction and operation approved by the
Grantee and the Foreign-Trade Zones Board, including those related o occupancy and use.

NOW, THEREFORE, the parties hereto, in consideration of the mutual agreemenis
herein contained and covenanis herein expressed, and for other good consideration
acknowledged by each of them i{o be satisfaciory and adeguate, do hereby agree as
follows: '

ARTICLE L. - DEFINITIONS

In this Agreement and in any amendment or supplement hereto {(except as otherwise
axpressly provided or unless context otherwise requires), terms used as defined terms in
the recitais hereto shall have the same meanings throughout this Agreement and, in
addition, the following terms shall have the meanings specified below:

A. "Act” shall mean the Foreign-Trade Zones Act of 1934, as amended,
(19 U.8.C., 81a el. seq.).



“Activation” shall mean initiation within Foreign-Trade Zone No. 202 of any
activity authorized by the United States Foreign-Trade Zones Board and by
the United States Customs Service o be conducled at the Zone Site.

“Agreement” shall mean this Los Angeles Foreign-Trade Zone Operating
Agreement by and beiween the City of Los Angeles and LAXFUEL
CORPORATION, '

“Bond” shall mean a bond or bonds paid for by the Operator and issued by a
surety company authorized to conduct business in the State of California and
approved by Customs, to insure against any loss of duty, taxes or other sums
from operations within the Zone Site and in an amount satisfactory o
Customs and the Grantee.

"City" shall mean the City of Los Angeles, a municipal corporation.

“Contract Documents” shall mean this Agreement, and all other documents
executed on behalf of the Operator in conjunction with this Agreement.

“Customs” shall mean the U.S. Custioms and Border Proiection or any
successor body or agency of the United Slates.

“Executive Director” shall mean the General Manager of the Los Angeles
Harbor Department.

“Grantee” shall mean the City of Los Angeles Board of Harbor
Commissioners, to which the privilege of establishing, operating and
maintaining Foreign-Trade Zone No. 202 has been granied by the Foreign-
Trade Zones Board.

“Operator” shall mean LAXFUEL CORPORATION, the entity designated by
the Grantee to conduct foreign-trade zone activities atf the Zone Site.

"Operator -of a Muiti-User Zone Site” shall mean that the Zone Site is
available for use by companies other than the Operator.

“Operator of a Single-User Zone Site” shall mean that the Operator is the sole
user of the Zone Site, including Operators of subzone sites.

“Port Director" shall mean the Port Director of the U.5. Customs and Border
Protection Agency of Los Angeles.

“‘Regulations” shall mean all applicable federal, state and local statutes,
ordinances and regutations including the rules, statutes, regulations, orders,
decisions, ordinances or decrees of any governmenial body, including judicial
bodies, having jurisdiction over the Los Angeles Foreign-Trade Zone No. 202,
the Operator, or the operations conducted therein.



0. "Zone" shall mean those areas in or adjacent to the Los Angeles Customs
Port of Entry designated by the Foreign-Trade Zones Board as Foreign Trade
Zone No. 202. .

P. “Zone Site” shall mean those areas within the Zone that Operator may
operate and maintain as a foreign-trade zone.

ARTICLE L - AUTHOR!TYFGRANTEQI‘ACCEPTED, TERM AND AGREEMENT

2.01  Authority Granted

The Grantee gives and granis to Operator for the term hereof and for any extensions
as hereinafter provided, the non-exclusive authority to conduct foreign-trade zone activities
at the Zone Site as an Operator of a Multi-User Zone Site, subject to the terms, conditions,
agreements and restrictions herein set forth.

2.02  Authority Accepiad

Operator agrees during the term of this Agreement to exercise its rights and powers
in accordance with the terms and conditions of this Agreement and hereby assumes
responsibility for the operation and management of said Zone Site,

2.03 Term of Agreement

A Term and Renewal. Unless terminated as herein provided, this
Agreement shall remain in effect for five (5) years, provided that Operator has
performed to the satisfaction of Grantee as required herein, commencing on the first
day of the month subsequent to City approval of this Agreement and shall, afier such
five year period, be renewed for three pericds of five years each upon terms and
conditions to be negotiated prior to the end of the then current five-year term. Any
such renewal must be approved in advance or subsequently ratified by the Board of
Harbor Commissioners. If the parties cannot agree on the terms and conditions prior
to the end of the then current five-year period, the Agreement shall terminate at the
end of such ferm.

B. Initiation of Operations. Operator hereby agrees to initiate operations
at the Zone Site, as soon as practicable following approval by the Foreign-Trade
Zones Board and Customs or such other time as may be mutually agreed upon in
writing by the Grantee and Operator. Operator shall not initiate operations at the
Zone Site without first recelving, pursuant 1o 19 C.F.R. 146.6(b}(5), a wrilten letter.
from the Grantee concurring in the initiation of operations. '

ARTICLE [, - CONSTRUCTION, REPAIR AND MAINTENANCE

3.01  Construction

Al Operator agrees that it will construct at its expense the improvements
and facilities at the Zone Site required by the Foreign-Trade Zones Board and
Customs.



B. Operator further agrees that it will not construct any additional Zone
Site facility or make any subsiantial alterations io the improvements referred to in
Section 3.01.A, which materially affect operation of the Zone Site, unless plans for
such alterations or additional improvements are first submitted to Grantes, for the
concurrence of the Grantee, Foreign-Trade Zones Board and Customs, and
appropriate federal, state and local agencies, as required by law.

3.02 Repair and Maintenance of Facilities

A Operator, at its own expense, shall at all times repair and maintain the
structures and other faciiities that Operator leases or owns within the Zone Site in &
condition satisfactory to the Grantee and consisteni with the nature of the operations
in the particular foreign-trade zone so as not {o endanger the life and health of
employees of the United States and others who may enter the Zone Site for any
reason whatsosver,  Accepted sanitary practices shall be followed in the
construction, equipment, and operation of such buildings and other structures.
Operator, in a timely manner, shall make such repairs or alterations as may be
ordered by the Foreign-Trade Zones Board or the Grantee.

B. Operator agrees to provide at the Zone Site its own expense proper
containers for trash to keep the Zone Site free and clear of rubbish, debris and litter
at all times, and to keep and maintain the Zone Site in a safe, clean, wholesome and
sanitary condition under Regulations. No offensive refuse matter or any substance
constituting any unnecessary, unreasonable or unlawful fire hazard, nor material
detrimental to the public health shall be permitted to be or remain on the Zone Site,
and Operator shall exercise reasonable care to prevent such material or matter from
being or accumulating upon the Zone Site,

C. All fire protection sprinkler systems, fire hydrant systems, standpipe
systems, fire alarm systemns, portable fire extinguishers and other fire protective or
extinguishing systems or appliances which have been or may be instailed at the
Zone Site shall be maintained by Operator at its own expense in an operative
condition at all times.

D. Operator shall be fiable and shall make immediate payment of any
fine, penalty, liquidated damage or other charge or assessment imposed by the
Foreign-Trade Zones Board, Customs, Grantee or City for fallure fo make repairs or
alterations as ordered, pursuant to procedures herein provided.

ARTICLE IV. - USE OF NAME AND ADVERTISING

4.01  Advertising

So long and only so long as this Agreement shall remain in force and effect,
Operator, in operational management of the Zone Site, may advertise iis operations as
being within "Los Angeles Foreign-Trade Zone No. 202"; howsver, no designs, adverlising,
signs or forms of publicity (including form, color, number, location and size) shall be used
upon or with respect to the Zone Site or other place of related business uniess the same
shall have been first approved in writing by the Grantee as meeling its standards. The



Grantee, or its authorized agents, may at any time after five days' notice to Operator, enter
the Zone Site and remove any unapproved signs or advertising media, and may keep or
destroy such signs or other media without paying therefor, and without being deemed guilty
of trespass or other tori.

ARTICLE Y. - ESTABLISHMENT OF TARIFFS

5.01 Forelgn-Trade Zone Regulations and Rate Schedules

This Agreement shall be subject to the rates, terms and conditions of the Foreign-
Trade Zone No. 202 Tariff as it now exists or may be amended or superseded. Operator
acknowledges it has received, read and understands the rates, terms and conditions of
Tariff and agrees 1o be contractually bound by these rates, terms and conditions as if these
terms were set forth in full herein except as may be maodified by this Agreement. Operator
undersiands it is responsible for maintaining a complete copy of the current Tariff and
assumes responsibility for doing so.

ARTICLE VI. - ADMINISTRATION AND. OPERATION OF ZONE

6.01 Federal, State and Local Laws and Requlations

In the performance of aclivities required and permitted by this Agreement, Operalor
agrees to comply with Regulations, the Tariff and the terms of this Agreement.

6.02 Availability of Zone Site

If applicable as an operator of a Single-User Zone Site, Operator confirms that the
Zone Site will be used only for the conduct of the business of the Operator and iis affiliates.
For purposes of this paragraph, the term “affiliates” means wholly-owned subsidiaries of the
Operator and subsidiaries and partnerships in which the Operator has a greater than 50%
interest.

6.03 PierPASS

Operator acknowledges that truck traffic congestion is a serious problem on roads
and freeways leading into and out of the Port of Los Angeles. Therefore, the Operator shall,
whenever it is reasonably feasible in light of its overall operations, utilize the PierPASS
Program or other programs to reduce daytime fruck operations. Operator shall use its best
efforts to encourage its zone users to consider using the PierPASS and/or other programs
to reduce daytime operations. Further, the Operator shall make available 1o iis zone users
PierPASS informational material provided to it by the City. Operator shall provide to City, at
least annually, a report concerning its nighitime operations and PierPASS utilization.

8.04 Wimington Truck Rouie

It is recognized by both parties that the Operator does not directly control the trucks
serving the Porl. However, the Operator shall notify truck drivers, truck brokers and
trucking companies that trucks serving FTZ warehouses and originating in the Port of Los
Angeles must confine their route to the designated Wilmington Truck Route of Alameda



Street and "B” Street; Figueroa Street from "B” Streetl to "C” Street; and Anaheim Strest
east of Alameda Street. A copy of the Wilmington Truck Route is attached as Exhibit "B,"
which may be modified from time to time at the sole discretion of the Executive Director with
written notice to Operator.

ARTICLE VII, - CHARGES AND FEES

7.0%  Processing/Application Fees

Upon execution of this Agreement, the Operator shall pay to Grantee a one-time
non-refundable Operaior's processing fee {in anticipation of activation} in the amount
specified in the Foreign-Trade Zone No. 202 Tariff in effect at the time of the execution of
this Agreement. The partles agree that this amount is fair and reasonabis compensation for
the services to be rendered by Grantee in assisting Operator with the processing of this
Agreement and anlicipated activation of the Zone Site. In addition, Operator shall pay {o
Granteg an application fee when the Grantee must return to the Foreign-Trade Zones Board
on Operator's behalf for approval of (a) an expansion to include a new Zone space or Zone
site, (b) a boundary modification to accommodate expanded operations, or {c)
manufacturing authority or scope requests, which fees shall be those specified in the
Foreign-Trade Zone No. 202 Tariff in effect at the time of the application. Such fees shall
be paid to Grantee at such fime that Grantee is required to return to the Foreign-Trade
Zones Board for (a), (b) or (¢). In each of the three above referenced situations, Cperator
will be responsible for the total expense of preparing the application or requast to be filed
with the Foreign-Trade Zones Board.

'?.02 Annusl Administrative Charges

A, Annual Administrative Charges. In consideration of the granting of this
authorization to operate the Zone Site, Operator agrees to pay {o the Grantee an
annual fee as specified in the Foreign-Trade Zone No. 202 Tariff in effect af the time
the execution of this Agreement. The parties agree that this amount is fair and
reasonable compensation for the services to be rendered by Grantee in assisting
Operator with its operation of the Zone Site and in providing its oversight
responsibilities of the Zone. This annual fee is payable upon the execution of this
agreement and on every Oclober 1 thereafter, so long as the agreement remains in
effect. The initial annual fee is to be prorated from the date of the execution of this

agreement to the following October 1.

B. Operator's Expenses. Operator further agrees to pay, or cause io be
paid, all costs, expenses, and taxes (if any) of the Zone Site operation, including, but
not limited {o, construction, installation, improvements, securily, maintenance and
personnel, and as otherwise provided herein.

ARTICLE VHI. - CUSTOMS EXPENSES

8.01 U.8. Customs and Border Protection Personnei

It is understood that from time io time it may become necessary for Customs
personnel {0 be located at the Zone Site. In such event, the Operator shall be responsible



for all charges for personnel billed by Customs. Grantee shall request that Customs bill
Operator direcly for any Customs personnel expense attributable to such foreign-trade
zone operations at the Zone Site. In the event that such direct billing fo Operator is not
acceptable to Customs upon receipt of any bllling for perscnnel expense by Grantee,
CGrantee shall promptly present the bill to Operator for payment. Operator agrees to make
such payments promptly.

8.02 U.8. Customs and Border Protection Bond

Operator shall pay the full cost of any Bond required by Customs for all operations of
the foreign-trade zone at the Zona Site.

8.03 Customs Charges

Operator shail be responsible for the payment of all Customs charges or exactions
including but not limited to duties, taxes, charges, fines, penalties, interest, attorney, user
and other fees, costs, liquidated damages, or expenses assessad due o the operation of
the Zone Site.

ARTICLE X, - ACCESS TO SITE

9,01 Riaht of Entry and Inspection

Representatives of Customs, the Foreign-Trade Zones Board, Grantee and any
other authorized federal, state or local officials shall have the right to enter upon the Zone
Site at any time for the authorized and lawful purpose of examining such Zone Site and
merchandise contained therein and conferring with Operator, its agents, invitees, and
employees on such Zone Site, inspecting and checking operations, supplies, equipment
and merchandise, conducting financial and compliance audits and determining whether the
business is being conducted in accordance with Reguiations. All such entries shall be in
accordance with usual security procedures.

ARTICLE X. - RESPONSIBILITY FOR AND ACCESS TQ BOOKS AND RECORDS

10.01 Reports to Foreign-Trade Zones Board, Customs and Grantee

Operator shall submit to Grantee at its own expense data sufficient to allow the
Grantee to compile s annual report fo the Foreign-Trade Zones Board and that such
information be provided to the Graniee not later than December 1 of each year (for the
preceding period of 10/1-9/30). The submittal of all such data shall be signed by an
appropriate official of Operator, certifying to the accuracy of the records for the specified
accounting period, Apart from, and in addition to, reimbursing Grantee for any fine imposed
upon Grantee as a resuit of an act or omission of Operator under this Agreement, Grantee
may demand and Operator, upon such demand, shall pay Grantee $100 per day for each
and every day after December 15 that the annual report data is received by Grantee, unless
Grantee has provided Operator with a written extension of time in which to produce such
data. All records maintained for preparation of all data and those required under the
accounting system shall be retained in the Operalor's place of business for al least five



years after the merchandise covered by such records has been forwarded from the Zone
Site except as required by Regulations.

Al written communications with the Foreign-Trade Zones Board conceming
operations within Foreign Trade Zone No. 202 are to be made through the Grantee.

10.02 Confidential Information

Details of business operations of individual firms operating and using the foreign-
trade zone at the Zone Site shall be kept confidential except for such information as shall be
determined {o be public information under federal, state, or local laws. Any procedures
manual, computer programs, computer report format, and any other related systems
developed by Operator for said foreign-trade zone operation shall be the sole property of
Operator and will not be disclosed to any other entity without the express written permission
of Operator except as required under federal, state or local laws.

ARTICLE Xi. - NONDISCRIMINATION

11.01 Nondiscrimination and Equal Opportunity

Operalor agrees not to discriminate in its employment practices against any
amployee or applicant for employment because of the employee's or applicant's marital
status, sexual orientation, medical condition, race, religion, national origin, ancestry, sex,
age or physical handicap. All assignments, subleases and transfers of interest in this
Agreement under or pursuant o this Agreement shall contain this provision.

The provisions of Section 10.8.4 of the Los Angelés Administrative Code as set forth
in the attached Exhibit "C" are incorporated herein and made a part hereof,

11.02 Small Business Development Program

it Is the policy of the Department to provide Small Business Enterprises {(SBE) and
Minority-Owned, Women-Owned and all Other Business Enterprises (MBEAWBE/OBE) an
equal opportunity to participate in the performance of all City contracis in all areas where
such contracts afford such participation opportunities. Operator shall assist the City in
implementing this policy and shall use its best efforis to afford the opportunity for SBE's,
MBEs, WBEs, and OBEs to achieve participation in subcontracts where such participation
opportunities present themselves and attempt to ensure that all available business
enterprises, including SBE’s, MBEs, WBEs, and OBEs, have equal participation opportunity
which might be presented under this Agreement.

ARTICLE XII. - TERMINATION AND DEFAULT

12.01 Termination for Cause

A, The breach of any provision of this Agreement or the failure 1o perform
any obligations, duty or to accept liability established herein by act of commission or
omission for whatsoever cause by a party herelo shall be a default. The non-
defaulting party shall give written notice of intent to terminate this Agreement by



registered or certified mail fo the defaulling party stating the specific default or
breach committed.

B. The non-defaulting party shall have the option to terminate the
Agreement after expiration of the time periods as follows:

1. if the default can be cured by payment or posting of money,
bond or other security for money due io the other party, the defaulting party
shall have seven (7) days after receipt of the notice to terminate in order to
pay over such money or, if the payment be contested, to post such amount
with the other party pending final determination of liability, in cash or security
in such form as approved by the non-defaulting party.

2. if the default cannot be cured by payment or posting of money
or security to the other party as provided in subsection {1) above, the
defaulting party shall have twenty-one (21) days after receipt of written notice
o terminate in which to cure the defaultl.

3. If the defauit is one, which by its nature cannot be reasonably
cured within twenty-one {21) days, then the defaulling party shall have a
reasonable time period in which to cure the default. Such fime period shall
include, but shall not exceed the time period provided by statutes, laws,
ordinances, rules and regulations, or order of the Foreign-Trade Zones Board
and shall include the time required for the completion of ali administrative and
all judicial procedures, including appellate procedures, as provided for by law.
Upon the request of the non-defaulting party, the defaulting party shall submit
to the non-defaulting parly a written schedule of performance and supporting
documentation indicating the shortest period in which such default can be
cured by defaulting party.

12.02 Performance

In addition to any default arising under the provisions of Section 12.01, Operator
hereby acknowledges that Operator's failure fo perform any of the following duties and
obligations to the reasonable satisfaction of the Grantee shall constitute a default which
shall permit the Grantee to initiate termination proceedings pursuant to Section 12.01.

A, Maintenance of a uniform system of accurate books, records and
accounts prepared in accordance with Generally Accepted Accounting Principals
and capable of producing the following resuits, o the exient such resulis are
required under the customs laws of the United States:

1. Accounting for all merchandise, including merchandise that is
of domestic status, temporarily deposited, admitied, granted a zone status
andfor status change, slored, exhibited, manipulated, manufactured,
destroyed, transferred, and/or removed from a Zone Site;



2. Producing accurate and timely reports and documents;

3. Identifying shortages and overages of merchandise in the Zone
Site in sufficient detail to determine the quantity, description, tariff
clagsification, Zone Site status, and value of the missing or excess
merchandise;

4, Providing all information necessary ito make entry for
merchandise being transferred {o the Customs territory; and

5. Providing an audit trail to Customs forms from admission
through manipulation, manufacture, destruction or transfer of merchandise
from the Zone Site by a Customs authorized inventory method.

B. Proper operation of the Zone Site in accordance with applicable
federal, state and local laws, regulations, rules, and operational rmanagement
procedures approved by the Grantee, Customs and the Foreign-Trade Zones Board.

C. Preparation and timely submission of all reports to the Grantee.

12.03 Total or Partial Destruction of Zone Site

In the event that the Zone Site or the accommodation of foreign-trade zone business
at the Zone Site is totally destroyed or partially destroyed and thereby terminates 33 and 1/3
percent or more of the activilies within the Zone Site, based on a comparison of income
derived, exclusive of insurance recovery, upon written demand from Grantee by regisiered
of certified mall, Operator shall provide Grantee with general building and financial plans for
the restoration of the Zone Site or the accommodation of foreign-trade zone business within
thirty (30) days from receipt of such demand. If Operator does not provide any plans for
restoration or accommeodation of foreign-trade zone business at the Zone Site, Graniee
shall have the option fo immediately notify Operator of ifs Intent to terminate, which shall be
effective twenty (21) days after receipt of such notice by registered or certified mail.

12.04 Termination For No Cause

in the event either party for any reason wishes to terminate its participation in
foreign-trade zone activities and terminate its rights and obligations under this Agreement,
at least one hundred eighty (180) days prior written notice must be delivered to the other
party. If the Grantee wishes to terminate, the Operator shall have the right, directly or
through another entity, to assume the rights and obligations of the Grantee subject only to
the approval of the Foreign-Trade Zones Board. If the Operator wishes to terminate,
Operator is obligated to deactivate the Zone Site prior to the date of termination and must
ensure that all foreign status merchandise has either been subject to the payment of
customs duties and fees or been transferred, in bond, {0 another foreign trade zone faciity.

Operator acknowledges that this Agreement has no bearing on any lease or
other agreement it has with the City of Los Angeles. This Agreement cannot be
construed as granting any right under or expectation in connection with any other
agreement, including any leases or permits, held by the Operator. In the event that

HY




Operator's agreement, lease or permit concerning the facilities where the foreign
trade zone operates expires or is terminated, the Grantee may assist Operator in
obtaining necessary approvals from the Foreign-Trade Zone Board andlor Customs
to establish its foreign trade zone at a different location.

12.05 Waiver

No waiver by either party at any time of any of the ferms, conditions or covenants of
this Agreement shall be deemed or taken as a waiver at any time thereafter of the same or
any other term, conditions, covenant or agreement herein contained nor of the strict and
prompt performance thereof by the party obligated fo perform. No delay, failure or omission
of either party to exercise any right, power, privilege or option arising from any default nor
subsequent acceptance of compensation then or thersafter accrued shall impair any such
right, power, privilege or option or be construed fo be a waiver of any such defauit or
relinquishment thereof or acquiescence therein. No option, right, power, remedy or
privilege of either party hereto shall be construed as being exhausted or discharged by the
exercise thereof in one or more instances. It is agreed that each and all the rights, powers,
oplions or remedies given to the paities herein by this Agreement are cumulative, and no
one of them shall be exclusive of the other or exclusive of any remedies provided by law
and that the exercise of one right, power, option or remedy by a party shall not impair its
rights to any other right, power, option or ramedy.

12.06 Discontinuance of Trade Name

Upon the termination of this Agreement for any cause, the Operaior shall, deactivate
the Zone Site as of the date of expiration of the term of the Agreement and immediately
discontinue all use of frade names, trademarks, signs and forms of advertising and other
indicia of operation within the foreign-trade zone at the Zone Site, specifically referring io
the Los Angeles Foreign Trade- Zone, and if the Operator shall fail or omit to make, or
cause ic be made, such changes, within ten (10} days afier written notice, then the Graniee
shall have the right fo enfer upon the Zone Site without being deemed guilty of or liable for
frespass or any other tort or offense, and to make or cause to be made such changes at the
expense of the Operator, which expense the Operalor agrees to pay on demand.

12.07 Breach of Contract

Failure of any party to perform the obligations required by this Agreement or
incorporated herein by reference shall constitute a material breach of this Agreement and
the other party shall be entitled to pursue any and ali remedies available at law or equity in
addition to other rights and remedies specifically provided herein,

ARTICLE Xiil. - DEACTIVATION OF ZONE SITE

13.01 Deactivation of Zons Sle

Upon the expiration of the term of this Agreement, if no new agreement is entered
into, Operator is obligated to deactivate the Zone Site as of the date of expiration of the
term of the Agreement. Prior to deactivaling the Zone Site, Operator must ensure that all



foreign status merchandise has either been subject to the payment of customs duties and
fees or been transferred, in bond, to another foreign trade zone faclility.

ARTICLE XIV. - INDEMNIFICATION AND INSURANCE

14.04 Indemnity for General Liability

Except for the sole negligence or wiliful misconduct of City, Operator shall at all
times indemnify, protect, defend, and hold harmiess City and any and all of iis boards,
officers, agents, or employees from and against all claims, charges, demands, costs,
expenses {including counsel fees), judgments, civil fines and penalties, liabllities or losses
of any kind or nature whatsoever which may be sustained or suffered by or secured against
the City, its boards, officers, agents, and/or employees by reason of any damage to
property, injury to persons, or any action that may arise out of the performance of this
Agreement that is caused by any act, omission, or negligence of Operator, its boards,
officers, agents, employees, or subconiractors regardless of whether any act, omission, or
negligence of City, its boards, officers, agents, or employees contributed thereto; provided
that (1) if the City contributes to a loss, Operator's indemnification of the City for the City’s
share of the loss shall be limited to One Million Dollars ($1,000,000.00), (2) notwithstanding
the limitation in (1), Operator shall remain responsible for one hundred percent (100%) of
any loss atfributable to it, and (3) the provisions in (1) and {2) apply on a per-occurrence
basis.

14.02 Back-to-Back Bond

Operator shall, if requested fo do so by the Grantes, furnish and pay the premium for a
bond in a sum equal to the amount of the Customs Form 301 Foreign-Trade Zone Operator's
bond required by Custorns pursuant to the Regulations, conditioned upon the full, faithful and
prompt performance of and compliance with, on the part of the Operator, all the covenants,
terms and conditions of this Agreement on its part to be fulfilled, kept, performed and
observed. The bond so furnished shall be in a form accepiable io the Grantee, and shall be
effective throughout the term of this Agreement and shall be made either by a surety company
or companies qualified to carry on a surely business in the State of California and satisfactory
to the Grantee, : ' '

14.03 General Ligbility Insurance

Operator shall procure and maintain in effect throughout the term of this Agresment,
without requiring additional compensation from the City, commercial general liability
insurance covering personal and advertising injury, bodily injury, and property damage
providing contractual liability, independent contractors, products and completed operations,
and premisesf/operations coverages written by an insurance company authorized to do
business in the State of California rated Vil, A- or better in Best's insurance Guide (or an
alternate guide acceptable to City if Best's is not available) within Operator’s normal limits of
liability but not less than One Million Doliars ($1,000,000.00) combined single limit for injury
or claim. Said limits shall provide first dollar coverage except that Executive Director may
permit a self-insured retention or self-insurance in those cases where, in his or her
judgment, such retention or self-insurance is justified by the net worth of Operator. The
insurance provided shall contain a severability of interest clause and shall provide that any
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other insurance maintained by Department shall be excess of Operator's insurance and
shall not confribuie to it. In all cases, regardless of any deductible or retention, said
insurance shall contain a defense of suits provision. Each policy shall contain an additional
insured endorsement naming the City of Los Angeles Harbor Department, its boards,
officers, agents, and employees and a 30-day notice of cancellation by receipted mail as
shown in Exhibit “D." -

14.04 Automobile Liabilily Insurance

Operator shall procure and maintain at its expense and keep in force at all times
during the term of this Agreement automobile insurance writlen by an insurance company
authorized o do business in the State of California rated Vi, A- or better in Best's Insurance
Guide (or an alternate guide acceptable to City if Best's is not available) within Operator’s
normal limits of liability but not less than One Million Dollars ($1,000,000.00) covering
injuries or death resulting from each accident or claim arising out of any one claim or
accident. Each policy shall contain an additional insured endorsement naming the City of
Los Angeles Harbor Depariment, its board, officers, agents, and employees and a 30-day
notice of cancellation by receipted mail as shown in Exhibit “E.”

14.05 Workers' Compensation

Operator shall certify that it is aware of the provisions of Section 3700 of the
California Labor Code which requires every employer to be insured against liability for
Workers' Compensation or to undertake self-insurance in accordance with the provisions of
that Code, and that the Operator shall comply with such provisions before commencing the
performance of the tasks under this Agreement. Operator shall submif Workers’
Compensation policies, whether underwritien by the state insurance fund or private carrier,
which provide that the public or private carrier waives its right of subrogation against the
City in any circumstance in which it i3 alleged that actions or omissions of the City
contributed {o the accident. See Exhibit 'F.” _

14.06 Carrler Reguirements

All insurance which Operator is required to provide pursuant to this Agreement shall
be placed with insurance carriers authorized to do business in the State of California and
which are rated A-, VIl or beiter in Best’s insurance Guide. Carriers without a Best's rafing
shall meef comparable standards in another rating service acceptable to City.

14.07 Notice of Cancellation -

Each insurance policy described above shall provide that it will not be canceled or
reduced in coverage until after the Board of Harbor Commissioners, Attention: Risk
Manager and the City Atlorney of City have each been given thirty (30) days’ prior written
notice by registered mail addressed to 425 S. Palos Verdes Street, San Pedro, California

80731.



14.08 Copies of Policies

Two certified copies of each policy containing the additional insured and 30-day
cancellation notice language shall be furnished to Executive Director. Alternatively, two
duplicate original additional insured endorsements on forms provided by the Department, as
indicated above, may be submitted. The form of such policy or endorsement shall be
subject to the approval of the Risk Manager of the Port,

14.09 Modification of Coveraae

Executive Direclor, at his or her discretion, based upon recommendation of
independent insurance Operators to City, may increase or decrease amounts and types of
insurance coverage required hereunder at any time during the term hereof by giving ninety
{90) days’ prior written notice to Operator.

14.10 Renewal of Policies

At least thirty (30) days prior to the expiration of each policy, Operator shall furnish to
Executive Director a renewal endorsement or renewal certificate showing that the policy has
been renewed or extended or, if new insurance has been obtained, evidence of insurance
as specified above. If Operator neglects or fails to secure or maintain the insurance
required above, Executive Director may, at his or her own option but without any obligation,
obtain such insurance to protect City's interests. The cost of such insurance will be
deducted from the nexi payment due Operator,

14.11 Riaht {o Self-Insure

Upon written approval by the Executive Director, Operator may self-insure i the
following conditions are met: ’

A Operator has a formal seif-insurance program in place prior o
execution of this Agreement. I a corporation, Operator must have a formal
resolution of its board of directors authorizing self-insurance.

B. Operator agrees o protect the City, its boards, officers, agents and
employees at the same level as would be provided by full insurance with respect to
types of coverage and minimum limits of liability required by this Agreement.

C. Operator agrees o defend the City, its boards, officers, agenis and
employees in any lawsuit that would otherwise be defended by an insurance carrier.

o Operator agrees that any insurance carried by Department is excess
of Operator's self-insurance and will not contribute to it.

E. Cperator provides the name and address of its claims administrator.

F. Operator submits a Financial Statemant or Balance Sheel prior o

Executive Directors consideration of approval of selfinsurance and annually
thereafter evidence of financial capacity to cover the self-insurance.
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G. Operator agrees 10 inform Depariment in writing immediately of any
change in its status or policy which would materially affect the protection afforded
Department by this self-insurance.

H. Operator has complied with all iaws pertaining to self-insurance.

14.12 Accident Reports

Operator shall report in writing to Executive Director within fifteen (15) calendar days
after it, its officers or managing agents have knowledge of any accident or occurrence
involving death of or injury to any person or persons, or damage in excess of Five Hundred
Dollars {($500.00) to property, occurring upon the premises, or elsewhere within the Port of
Los Angeles if Operator’s officers, agents or employees are involved in such an accident or
occurrence. Such report shall contain to the extent available (1) the name and address of
the persons involved, (2) a general sfatement as to the nature and extent of injury or
damage, (3) the date and hour of occurrence, (4) the names and addresses of known
witnesses, and (5} such other information as may be known to Operator, its officers or
mahaging agents.

14.13 Noiification of Miscellaneous Qbligations

Operator shall be liable and responsible for satisfaction where applicable of
assessments, charges, fees, damages, pehallies or fines imposed by the Foreign-Trade
Zones Board, or any federal, state or iocal agency resulting from any activity, act or omission
to act in the maintenance and operation of the foreign-trade zone at the Zone Site of same.
The Operator shall advise the Grantee within three (3} days of any investigations commenced
or reports requesied by any government agency that pertain to the operation of the Zone Site,
other than routine requesis for information received from the U.8. Customs Service. Where
requested to do so by Grantee, Operator shall provide to Grantee a copy of any report or
notice issued by a government agency that pertains to an investigation by that agency of the
operations of the Zone Site.

ARTICLE XV. - INTEREST OF PARTIES

15.01 Independent Contractor Siatus

Operator is an independsnt contractor in the performance of all activities and functions
pursuant to this Agreement. Operator and Grantee are not and shall not be considered as
joint venturers, pariners or agents of each other and neither shall have the power to bind or
obligate the other. Operator's officers, employees, agenis and subcontractors shall not be
considered as officers, employees or agents of the Graniee. Grantee and Qperator hereby
agree not to represent to anyone that they are agents of one another or have any authority to
act on behalf of one another.

15.02 Sublease and Assignment

A. Assignmenis/Subleases  Prohibited. Except as provided I
subsections (D) and (E), no assignment, sublease, transfer, gift, hypothecation or grant
of control, or other encumbrance of this Agreement, or any interest therein or any right
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or privilege thereunder, regardiess of whether accomplished by a separate agreement,
sale of stock or assets, merger or consolidation or reorganization by or of Operator, or
accomplished in any other manner, whether voluntary or by operation of law (hereafter
collectively referred to as "transfer”), shall be valid for any purpose. For purposes of
this subsection, the term "by operation of law” includes but is not limited to: (1) the
placement of all or substantially all of Operator's assets in the hands of a receiver or
trustee; or {2) a transfer by Operator for the benefit of creditors; or (3) transfers
resulting from the death or incapacily of any individual who Is a Operator or of a
general partner of a Operator {except as provided in subsection (E) below). Admission
or withdrawals of airlines as members of LAXFUEL shall not be deemed an assignment
or transfer under this section.

B. Right to Terminate. Notwithstanding any other provision of this
Agreement, any transfer or attempted transfer by Operator of this Agreement or interest
granted by the Agreement in violation of any subsection of this Section shall entitle the
Executive Director to terminate this Agreement after first providing Operator seven (7)
calendar days notice of terrnination.

C. Transfers of Stock.

1. If Operator is either a privately held corporation or a corporation
whose stock is nof listed on the New York, American, NASDAQ, or Pacific
Stock Exchange and more than twenly five percent (25%) of the outstanding
shares of voting stock of Operator is traded {whether in one transaction or a
series of transactions) during any twelve (12) month period, Operalor shall
notify Executive Director in writing within ten (10} days after the transfer date. f
a transfer of more than twenty five percent (25%) of the outstanding shares of
voting stock of Operator occurs, Graniee, at its option, may terminate this
Agreement.

If Operator is a corporation whose siock is listed on the New York,
American, or NASDAQ Stock exchanges, Operator shall notify Grantee in
writing if more than fifiy percent (50%} of the outstanding shares of voting stock
of Operator are transferred pursuant to a merger or stock purchase agreement.
Operator shall provide such notice no later than ten {10) days after the transfer
date. If a transfer of more than fifty percent {50%) of the outstanding shares of
voling stock of Operator cccurs, Grantee, at its option, may terminate this
Agreement.

2, If Operator is a partnership, any transfer or attempted {ransfer by
any general partner of Operator of more than twenty-five percent (25%) of its
parinership interest in Operator, shall be a prohibited assignment of Operator's
interest in this Agreement within the meaning of the preceding subsections,
Notwithstanding the foregoing, any such transfer of a general pariner's interest
consequent upen the death of a general partner {o the immediate members of
his or her family who will be immedistely and personally involved in the
operation of the partnership shall not be deemed a transfer within the meaning

of this Section.




3. Grantee shall have the authority - but no obligation - to modify the
foregoing conditions based on the facts of a particular case.

D. Subleases. Operalor's right to sublease the Zone Site is conditioned
upon the prior written approval of the Graniee.

E. Miscellaneous Conditions.  Any consent given by City o Operator fo
transfer this Agreement or any interest therein or right or privilege thereunder shall not
be consirued as consent to any other such transfer. Moreover the City's consent to
such a transier shall not alter Operator’s obligation to be at all times primarily
responsible for compliance with all covenants, conditions and provisions of this

Agreement.

15.03 Disclosure of Inierest

Prior to execution of this Agreement, Operator shall furnish Grantee with copies of its
Articles of Incorporation, its by-laws, its most recent annual reporf, and its most recent
Form 10(k). At the time of its annual reporting of information to Grantee as required by
paragraph 10.01, Operator shail provide to Graniee copies of changes to its Ardicles of
Incorporation or by-laws, if any such changes have occurred since the initial or most recent
filing of documents under this paragraph, and also shall provide Graniee, at that time, with a
copy of its most recent annual report and Form 10(k), if not previously provided.

ARTICLE XV1. - MISCELLANEGUS PROVISIONS

16.01 Mandatory Operator Training

The Operator's FTZ designee shall attend at least esight (8) hours per year of
professional training that is related to foreign-trade zone operation. Training will be offered
from time to time at the Zone, and other Grantee-approved programs may be usad 1o meel
this requirement. The Grantee and Operator agree that educational sessions on foreign-trade
zone operations conducted af seminars and conferences of the National Association of
Foreign-Trade Zones may be used to meet this requirement,

16.02 Past Dus QObligations

Any and all amounts required hereunder to be paid by Operator to Grantee, or which
are to be paid "with interest” or which Grantee advances on behalf of Cperator, which are not
paid when due shall bear interest at the following rate: the legal rate provided by law for
judgments in California plus three percent (3%), or the posted announced prime rate of the
Bank of America, Los Angeles, California on the date payment is due, plus one percent (1%),
whichever is greater. The interest rate shall be per annum from the due date until paid, unless
otherwise specifically provided herein but the rate shall be modified from time to time as the

legal rate or prime rate change.

16.03 Time of BEssence

Time is of the essence of this Agreement and of every term, covenant and conditions
hereof,



16.04 Construction of Terms and Conditions

This Agreement shall be governed by and construed in accordance with the Act,
regulations promuigated thereunder and all amendments thereto and the applicable laws of
the State of California.

16.05 Counterparis

This Agresment may be executed in any number of counterparts each of which when
so executed and delivered shall be deemed an original, bul such counterparis fogether shall
constitute but one and the same agreement,

168.06 Further tnsirumenis and Actions

Each party shall deliver such further instruments and {ake such further action as may
be reasonable requested by the other in order o carry out the provisions and purposes of this
Agreement.

16.07 Headings

Headings and captions in this Agreement are solely for the convenience of reference
and shall not affect the interpretation of this Agreement.

16.08 Conflict Qf interest

it Is hereby understood and agreed that the parties to this Agreement have read and
are aware of the provisions of Section 1090 et seq. and Section 87100 &t seq. of the California
Government Code relating {o conflict of interest of public officers and employees, as well as
the Los Angelss Municipal Code (LAMC) Municipal Ethics and Conflict of Interest provisions of
Section 49.5.1 et seq. and the Conflict of Interest Codes of the City and Department. All
parties hereto agree that they are unaware of any financial or economic interest of any public
officer or employee of City relating to this Agreement. Notwithstanding any other provision of
this Agreement, i is further understood and agreed that if such financial interest does exist at
the inception of this Agreement, City may immediately terminate this Agreement by giving
written notice thereof,

16.09 Integration

This Agreement contains the complete statement of all the arrangements betwsen the
parties with respect o its subject matter and cannot be changed or terminated orally. No
waiver of the provisions of this Agreement shall be valid unless in writing signed by the party
against whom such waiver is sought to be enforced.

16.10 Separability

If any provision of this Agreement is declared void or defective, that declaration will not
affect the validity of any other provision of this Agreement.




16.11 Notices to the Parties

All notices, demands or other writings in this Agreement provided to be given, made or
sent by either party hereto to the other shall be deemed to have been fully given, made or sent
when made in writing and deposited in the United States mail postpaid registered or certified
and addressed as follows:

For the Grantee To: City of Los Angeles
Harbor Depariment
425 8. Palos Verdes Street
San Pedro, California 90733 _
ATTN: Masa Morimoto, Marketing Division

For the Operator To: LAXFUEL Corporation
9200 LAXFUEL Road
Los Angeles, CA
ATTN: Mr. Lawrence M. McMahon, Vice President

The address to which any notice, demand or other writing may be given, made or sent
to either party may be changed by written notice given by such party as above provided.

16.12 Legal Action

Attorneys' Fees. If either party brings any action or proceeding to enforce, protect, or
establish any right or remedy arising out of or based upon this Agreement, including but not
limited to the recovery of damages for its breach, the prevailing party in sald action or
proceeding shall be entitled to recovery of its costs and reasonable attorneys' fees, including
the reasonable value of the services of the Office of City Attorney or house counsel of

Operator.

16.13 Governing Law/Venue

This Agreement shall be governed by and construed in accordance with the laws of
the State of California, without reference to the conflicts of law, rules and principles of such
State. The parties agree that all actions or proceedings arising in connection with this
Agreement shall be tried and litigated exclusively In the State or Federal courts located in
the County of Los Angeles, State of California, In the judicial district required by court rules.

16.14 Walver of Claims

Operator hereby waives any claim against City and Grantee and its officers, agents or
employees for damages or loss caused by any suit or proceedings directly or indirectly
challenging the validity of this Agreement, or any part thersof, or by any judgment or award in
" any suil or proceeding declaring this Agreermnent null, void or voidable or delaying the same or
any part thereof from being carried out.



16.15 Wage and Earning Assionment Orders/Notices of Assionments

The Operator or any subs is obligated to fully comply with all applicable state and
federal employment reporting requirements for the Operator andfor sub's employees.

The Operator and/or subs shall cerify that the principal owner(s} are in compliance with
any Wage and Earnings Assignment Orders and Notices of Assignment applicable to them
personally. The Operator or subs will fully comply with all lawfully served Wage and Earnings
Assignment Orders and Notices of Assignments in accordance with Cal. Family Code § §
5230 et. seq. The Operator or subs will maintain such compliance throughout the term of the
Agreement.

16.16 State Tidelands Granis

This Agreement is entered into in furtherance of and as a benefit to the State Tidelands
Grant and the trust created thereby. Therefore, this Agreement is at all times subject to the
imitations, conditions, restrictions and reservations contained in and prescribed by the Act of
the Legislature of the State of California entitied "An Act Granting to the City of Los Angsles
the Tidelands and Submerged Lands of the State Within the Boundaries of Said Clty,"
approved June 3, 1929, (Stats. 1929, Ch. 651), as amended, and provisions of Article Vi of the
Charter of the City of Los Angeles relating to such lands. Operator agrees that any
interpretation of this Agreement and the terms contained herein must be consistent with such
fimitations, conditions, restrictions and reservations.

16.17 City's Business Tax Ordinance - BTRC Numbe;j

If the Operator is operating a site within the City of Los Angeles, then the Operator
represents that is has obtained and presently holds the Business Tax Registration
Certificate(s) required by the City's Business Tax Ordinance (Article 1, Chapter 2, Sections
21.00 et seq., of the Los Angeles Municipal Code). If applicable, the Operator will, upon
request, provide evidence that said certificate has been oblained. If required, the Operator
shall maintain, or oblain as necessary, all such cerlificates required by it under the ordinance
and shall not allow such certificate to be suspended or revoked.

16.18 Egual Benefits Policy

The Board of Harbor Commissioners of the City of Los Angeles adopted Resolution
No. 8328 on January 12, 2005, agreeing to adopt the provisions of Los Angeles City
COrdinance No. 172,908, as amended, relating to Equal Benefits, Section 10.8.2.1 et seq. of
the Los Angeles Administrative Code, as a policy of the Depariment. Operator shall comply
with the policy wherever applicable. Violation of this policy shall entitle the City to terminate
any Agreement with Operator and pursue any and all other legal remedies that may be
available,
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IN WITNESS WHEREOF, the parties have execuied this Agreement on the dated first

hereinabove writien.

Date: 2012

Date:., , 2012

oy

APPROVED AS TO FORM

N LI , 2012
MEN A, _. RUTANICH, City Attorney
THOMZ “*:“ . USSELL s SO

By:

CHRisTOPHm B 5080, Assistant
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05/07112
Attachments

gral Counsei '
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THE CITY OF LOS ANGELES
HARBOR DEPARTMENT

By:
Executive Director

Aftest:

Board Secretary

LAXFUEL CORPORATION

By:

JEFF mf‘i?”%ﬁ ,é)(/ﬂcgé'a CHARRAT
{Print/Type Name and Title)
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AFFIRMATIVE ACTION PROGRAM PROVISIONS

Sec. 10.8.4 Affirmative Action Program Provisions.

Every non-construction contract with or on behalf of the City of Los Angeles for which the
consideration is $700,000 or more and every construction contract with or on behalf of the
City of Los Angeles for which the consideration is $5,000 or more shall contain the
following provisions which shall be designated as the AFFIRMATIVE ACTION PROGRAM

provisions of such contract:

A

During the performance of City contract, the contractor certifies and represents that
the contractor and each subcontractor hereunder will adhere to an affirmative action
program to ensure that in its employment practices, persons are employed and
employees are treated equally and without regard {o or because of race, religion,
ancesfry, nafional origin, sex, sexual orientation, age, disability, marital status,
domestic partner status, or medical condition.

1. This provision applies to work or services performed or materials
manufactured or assembled in the United States,

2. Nothing in this section shall require or prohibit the establishment of new
classifications of employees in any given craft, work or service category.

3. The contractor shall post a copy of Paragraph A hereof in conspicuous
places at its place of business available to employees and applicants for

employment.

The contractor will, in all solicitations or advertisements for employees placed by or
on behaif of the coniractor, state that all qualified applicanis will receive
consideration for employment without regard {o their race, religion, ancesiry,
national origin, sex, sexual orienfation, age, disability, marital status, domestic
pariner status, or medical condition.

As part of the City's supplier regisiration process, andfor at the request of the
awarding authority or the Office of Contract Compliance, the contractor shall certify
on an electronic or hard copy form {o be supplied, that the contractor has not
discriminated in the performance of City coniracis against any employee or
applicant for employment on the basis or because of race, religion, ancestry,
national origin, sex, sexual orientation, age, disability, marital status, domestic

partner status, or medical condition,

The contractor shall permit access to and may be required to provide certified
copies of all of its records pertaining to employment and fo.its employment praclices
by the awarding authority or the Office of Contract Compliance, for the purpose of
investigation to ascertain compliance with the Affirmative Action Program provisions
of City contracts, and on their or either of their request to provide evidence that it

has or will comply therewith.
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AFFIRMATIVE ACTION PROGRAM PROVISIONS

The failure of any contractor to comply with the Affirmative Action Program
provisions of City contfracts may be deemed fo be a material breach of confract.
Such failure shall only be established upon a finding fo that effect by the awarding -
authority, on the basis of its own investigation or that of the Board of Public Works,
Office of Contract Compliance. Mo such finding shall be made except upon a full
and fair hearing after notice and an opportunity to be heard has been given to the

contractor.

Upon a finding duly made that the contractor has breached the Affirmative Action
Program provisions of a City confract, the confract may be forthwith cancelled,
terminated or suspended, in whole or in partt, by the awarding authority, and all
monies due or fo become due hereunder may be forwarded {o and retained by the
City of Los Angeles. In addition thereto, such breach may be the basis for a
determination by the awarding authority or the Board of Public Works that the said
confractor is an irresponsible bidder or proposer pursuant to the provisions of
Section 371 of the Los Angeles City Charter. In the event of such determination,
such contractor shall be disqualified from being awarded a contract with the City of
Los Angeles for a period of two years, or until he or she shall establish and carry out

a program in conformance with the provisions hereof.

in the event of a finding by the Fair Employment and Housing Commission of the
State of California, or the Board of Public Works of the City of Los Angeles, or any -
court of competent jurisdiction, that the contractor has been guilty of a willful
violation of the California Fair Employment and Housing Act, or the Affirmative
Action Program provisions of a City contract, there may be deducted from the
amount payable fo the contractor by the City of Los Angeles under the contract, a
penalty of TEN DOLLARS ($10.00) for each person for each calendar day on which
such person was discriminated against in violation of the provisions-of a City

contract.

Notwithstanding any other provisions of a City contract, the City of Los Angeles
shall have any and ail other remedies at law or in equity for any breach hereof.

The Public Works Board of Commissioners shall promulgate rules and regulations
through the Office of Contract Compliance and provide to the awarding authorities
electronic and hard copy forms for the implementation of the Affirmative Aclion
Program provisions of Cily contracts, and rules and regulations and forms shall, so
far as practicable, be similar to those adopted in applicable Federal Executive
Orders. No other rules, regulations or forms may be used by an awarding authority

of the City to accomplish this contract compliance program.

Nothing contained in City contracts shall be construed in any manner so as o
require or permit any act which is prohibited by law.

The Contractor shall submit an Affirmative Action Plan which shall meet the
requirements of this chapter at the time it submits ifs bid or proposal or at the time it
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AFFIRMATIVE ACTION PROGRAM PROVISIONS

registers to do business with the City. The plan shall be subject to approval by the
Office of Coniract Compliance prior fo award of the contract. The awarding
authority may also require confractors and suppliers fo take part in a pre-
registration, pre-bid, pre-proposal, or pre-award conference in order to develop,
improve or implement a qualifying Affirmative Action Plan. Affirmative Action
Programs developed pursuant to this section shall be effective for a period of twelve

months from the date of approval by the Office of Contract Compliance. in case of
prior submissien of a plan, the contractor may submit documentation that it has an
Affirmative Action Plan approved by the Office of Contract Compliance within the
previous twelve months. If the approval is 30 days or less from expiration, the
contractor must submit a new Plan o the Office of Coniract Comphance and that
Plan must be approved before the contract is awarded.

1. Every contract of $5,000 or more which may provide consiruction, demolition,
renovation, conservation or major maintenance of any kind shali in addition
comply with the requirements of Section 10.13 of the Los Angeles

Administrative Code.

2. A ccnt'ractér may establish and adopt as ifs own Affirmative Action Plan, by
“affixing his or her signature thereto, an Affirmative Action Plan prepared and
furnished by the Office of Contract Comphance or it may prepare and submit

its own Plan for approval.

The Office of Contract Compliance shall annually supply the awarding authotities of
the City with a list of contractors and suppliers who have developed Affirmative
Action Programs. For each contractor and supplier the Office of Contract
Compliance shall state the date the approval expires. The Office of Contract
Compliance shall not withdraw its approval for any Affirmative Action Plan or
change the Affirmative Action Plan after the date of contract award for the entire
coniract term without the mutual agreement of the awarding authority and the

contractor.

The Affirmative Action Plan required to be submitted hereunder and the pre-
registration, pre-bid, pre-proposal or pre-award conference which may be required
by the Board of Public Works, Office of Coniract Compliance or the awarding
authority shall, without limitation as to the subject or nature of employment activity,

be concerned with such employment practices as: -

1. Apprenticeship where approved programs are functioning, and other on-the-
job training for non-apprenticeable occupations;

2. Classroom preparation for the job when not apprenticeable;

3. Pre-apprenticeship education and preparaiion;
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AFFIRMATIVE ACTION PROGRAM PROVISIONS

4, Upgrading training and opportunities;

5. Encouraging the use of confractors, subcontractors and suppliers of all racial
and ethnic groups, provided, however, that any contract subject to this
ordinance shall require the contractor, subcontractor or supplier to provide
not less than the prevailing wage, working conditions and practices generally
observed in private industries in the contractor's, subcontractor's or supplier's
geographical area for such work;

8. The entry of gualified women, minority and all other journeymen info the
industry, and
7. The provision of needed supplies or job conditions to permit persons with

disabilities fo be employed, and minimize the impact of any disability.

Any adjustments which may be made in the contractor's or supplier's workforce to
achieve the requirements of the City’s Affirmative Action Contract Compliance
Program in purchasing and construction shall be accomplished by either an
increase in the size of the workforce or replacement of those employees who leave
the worldorce by reason of resignation, retirement or death and not by termination,

iayoff, demotion or change in grade.

Affirmative Action Agreements resulting from the proposed Affirmative Action Plan
or the pre-registration, pre-bid, pre-proposal or pre-award conferences shall not be
confidentiai and may be publicized by the conftractor at his or her discretion.
Approved Affirmative Action Agreements become the properiy of the City and may
be used at the discretion of the City in ifs Contract Compliance Affirmative Action

Program.

This ordinance shall not confer upon the City of Los Angeles or any Agency, Board
or Commission thereof any power not otherwise provided by law to delermine the
legality of any existing collective bargaining agreement and shall have application
only fo discriminatory employment practices by contractors or suppliers engaged in

the performance of City confracts.

All contractors subject to the provisions of this section shall include a like provision
in all subcontracts awarded for work to be performed under the contract with the
City and shall impose the same obligations, including but not limited o filing and
reporting obligations, on the subconfractors as are applicable to the contractor,
Failure of the contractor fo comply with this requirement or to obtain the compliance
of its subconiractors with all such obligalions shall subject the contractor to the
imposition of any and all sanctions allowed by law, including but not limited to
termination of the contractor's contract with the City.
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City of Los Angeles
Los Angeles Marbor Depariment - Risk Management Section
GENERAL LIABILITY - ADDITIONAL INSURED ENDORSEMENT

in censideralion of the premium charged and nolwithstanding any Inconsistent staterent in the policy lo which this endorsement is atlached or any
endorsement now or hereafter atfached thereto, itis agread as follows:

1. ApDimional [MSURED. The City of Los Angeles Harbor Deparlment, ifs officars, agents and employees are included as additional insured's
with regard to liabllity and defense of claims arising from the operations and uses performad by or on behalf of the named insured regardless
of whether liability is attribuiable to the named insured or a combination of the named and the additional insured,

2. ConNTRIBUTION NOT REQUIRED. Any olher insurance malntained by the City of Los Angeles Harbor Department shall be excess of this
insurance and shall not contribule with i

3 SEVERABIITY OF INTEREST. This insurance applies separately lo each insured against whom claim is made or suit is brought excepl with
respect o the company’s limits of liability. The inclusion of any person or organization as an insured shall not affect any right which such

person or organization would have as a claimant ¥ nol so includad.

4. CANGELLATION NOTICE.  With respect {0 the intsrest of the additional insured, the insurance shall net be canceled, changed in coverage,
raduced in fimits or non-renewed except after thirty (30) days prior written nolice by cerlified mail return receipt requested has been given ta
both the City Attorney of Los Angeles and the Board of Harbor Commlssioners addressed as follows:

City Attorney Board of Harbor Commissionsrs
Harbor Division ) 425 South Palos Verdes Streat
425 Bouth Palos Verdes Street San Pedro, CA 90731
San Pedro, CA 80731 Altn; Risk Manager
‘s, APPLICABILITY. This insurance pertains to the operations andfor tenancy of the named insured uncder 2l wiitten agraements and pasmits in

force with the City of Los Angeles Harbor Departmant unless checked below in which case only the foliowing specific agreements and permits
with the City of Los Angeles Harbor Department are covered:

D Agreemeni/Permit Number(s):

Except as stated above, nething hereln shall be held to waive, alter or extend any of the limits, conditions, agreements or excluslons of the policy to
which this endorsement s attached.

B {printityps i . .
i name), warrant that | have authorily to bind the below-listad Insurance Report dlaims pursuant to this insurance to:
‘i company and by my signature hereon do so bind this company.

: i Name: _
]Q Signature; . J|Address:
A Autherlzed Representative (ORIGINAL SIGNATURE required on copy {|Tstephone: _ P

il fuenished fo the Board of Harbor Commissioners)

inciudes {check as applicable):

Title: {1 Broad Form Propedy Damage 1 Contractual Lizbility
1 oraanization: o T Personal injury 1 Owned Automobiles
i fganization: " ) {3 independent Conlractors a Nan-Ow:}ed Automobiles
i Address: : {1 Premises-Operations ) Hired Automobiles
if {J Exploslon-Collapse Hazard [0 Fise Legal Liabliity
: - _ : {3 Underground Hazard 0
# Tetephone: _ {1 ProductsfCarnpleted Operations 1
Type of Coverage Limits of Liabitity ' Policy Period 3 Deductible §
i From £ Sellinsured Relention $
. For.
3 To ) {Coverage)
’ O Per Claim T Par Qocurrence £ Per Cledm T Per Ocourrence
Other Conditions:
Mamed Insured and Addrass
Insurance Company Policy Mumber Endorsemant Effective Date of
Number J Endorsement
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City of Los Angsles
Los Angeles Harbor Department - Risk Management Section
AUTO LIABILITY - ADDITIONAL INSURED ENDORSEMENT

in consideration of the premiurn charged and notwithstanding any inconsistent statement in the policy to whish this endorsement is attached or any
endorsement now or hereafier altached thereto, it is agreed as follows:

1.

ADDITIONAL INSURED. The City of Los Angeles Harbor Depariment, its officers, agents and employees are Ingiuded as additional insureds
with regard fo liabifity and defense of claims arising from the operations and uses perormed by or on behalf of the named insured regardloss
of whether liability is atribitable to the named insured or a combination of the named and the additional insured.

CONTRIBUTION NOT REQUIRED. Any other insurance malntained by the Gity of Los Angeles Harbor Department shall be excass of this
insurance and shall not contribute with it.
SEVERABILITY OF INTEREST. This insurance applies separately lo each nsured against whom claim is made or suit is brought except with

respect to the company's limits of Habllity. The inclusion of any person or erganization as an insured shall not affect any right which such
parson or organization would have as a claimant f not so included. .

CANCELLATION NOTICE. WIith respect to the interest of the additional insured, the insurance shall not be canceled, changed in coverage,
reduced in limits or non-renewed except after thicty (30) days prior written notice by certified mail seturn receipt requested has been given to
both the City Attorney of Los Angefes and the Baard of Harbor Commissioners addressed as follows:

Board of Harbor Comumissioners

City Attorney
Harbor Division 425 South Patos Verdes Street
425 South Palos Verdes Street San Pedro, CA 90731

San Pedro, CA 90731 Alin: Risk Manager

AppLicABILITY, This insurance perains to the operations and/or tenancy of fhe named Insured under all weltten agreements and permits in
force with the Cily of Los Angeles Harbor Department unless checked below in which case anty the following specific agreements and permits

‘with the City of Los Angeles Harbor Department are covered:

D Agreernent/Pemit Number{s);

Except as stated sbove, nothing herein shall be held to waive, alter o exiend any of the fimits, conditions, agreements or exclusions of the paticy to

which this endorsement is altachsd.

‘r‘ ) {priniftypes Feport claims pursuant to this insurance to:
‘name}, warrant that | have authorily fo bind the below-listed Insurance
i company and by my signature hereen do so bind this company. Mame;
fSignatum: . Address: N
Authorized Reprasentaliva (DRIGINAL SIGNATURE renuifed on copy
furnished to the Board of Harbor Commilsslonars) Telephone:
Title: 4
Organization: : Includes {check s applicable): A Autos
Address: i
7] Owaed Automoblle {3 Hired Automabile
Iy}
Telephone: [ Mon-owned Automoblie Iwii
Type of Coverage Limits of Liability Palicy Period {7 Deductible §
From O seif-insured Retention $
For_: -
To {Coverage)

{3 Par Claim 7 Por Cocurrence 73 Per Claim {3 Per Qocureence

Other Conditions:

Named Insured and Address

Endorsement Effective Dale of

A e Policy Number
‘Tasurance Gompany Y Number Endorsement
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City of Los Angeles
Los Angeles Harbor Depariment - Risk Management Section
WORKERS' COMPENSATION / EMPLOYER'S LIABILITY - SPECIAL ENDORSEMENT

in consideration of the premium charged and notwithstanding any inconsistent statement in the policy to which this endorsement is attachad or any
endorsement now or hereafler allached thereto, it is sgreed as follows:

1. APPLICABILITY. This insurance pertains lo the operations andior tenancy of the named insured unjess checked below in which case anly the
following specific agreements with the City of Los Angeles Harbor Depariment are covered:

D Agreerment/Permit Numberi(s): .

2. CANCELLATION NOTICE. With respect to the interesis of the Gity of Los Angeles Harbor Deparimnent, this Insurance shall not be canceled,
changed in coverage, reduced in limits or non-renewed except after thirly (30) days prior written notice by cenified mail return receipt
requested has been given to both the City Attorney of Los Angeles and the Board of Harbor Commissiongrs addressed as follows:

City Attorney Board of Harbor Commissioners
Harbor Division 425 South Pales Verdes Strest .
425 Bouth Palos Verdes Strest San Pedro, CA 90731

San Padro, CA 90731 Atin: Risk Manager

Except as stated above, nothing herein shall be held to waive, aller or extend any of the limils, conditions, agreements or excluzions of the poficy to
which this endorsemeant Is attached.

Hi Apfintiype

1

Tiams), warant that | iave authorlty ta bind the belowlistad insurance Includes {check as applicable);
cormpany-and by my sigriature heraon do so bind thils company. i _
- _ U] Broad Form All States Endorsement
Signature:. L] Voluntary Compensation Endorsement

Authorized Reprosentative {ORGRAL SIGNATURE fequlted on copy j '
forsilshed to the Bosid of Harbbr Cormisslonars) g 1 United States Longshoremens and Harbor Wotkers
T 1 Compensation Act

. 411 Jones Act
Titler 1] Other Continental Shelf Endorsement
H Organization: _ , [} waiver of Subrogation
Address: 1 Employers Liabifity
| i
Telephone: L
Type of Gaverage Lirnits of Liability Palicy Perlod
Workers' Compensation _ Statutory From
Employer's Liability To
Oither Provisions;
Named ingured and Address
" .insurance Company Policy Number Endobrsemem— . grf]fgctrl;r: rfa:fte of
umber Endo &
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REPORT rFrowm

OFFICE OF THE CITY ADMINISTRATIVE OFFICER

Date: August 10, 2012 CAO File No.  0150-09817-0000
Council File No.

Council District: 15
From; Miguel A. Santana, City Administrative Officer ¢ Weg-

Reference: Transmittal from the Harbor Department dated July 5, 2012; referred by the Mayor for
report dated June 10, 2012

To: The Mayor

Subject: PROPOSED FOREIGN TRADE ZONE OPERATING AGREEMENT NO. 12-3074
WITH LAXFUEL CORPORATION, FTZ NO. 202, SITE NO. 25

SUMMARY

The Harbor Department {Port) Board of Harbor Commissioners (Board) requests approval of
Resolution No. 12-7344 authorizing the proposed Foreign Trade Zone (FTZ) Operating Agreement
No. 12-3074 with LAXFUEL Corporation (LAXFUEL), in FTZ No. 202, in FTZ Site No. 25 within the
Port of Los Angeles (POLA). The proposed operating Agreement with LAXFUEL is for an initial term
of five years and three subsequent five-year renewa! options, for a contract term up to a total of 20
years, subject to approval by the Board, Mayer and Council,. The FTZ Operator plans to activate Site
No. 25 for the storage and delivery of jef fuel to serve the Los Angeles International Airport (LAX).

FTZ Site No. 25 consists of liquid bulk terminal refineries, storage tanks and pipelines on
approximately 711 acres. According to the Port, the three liquid bulk terminals will be located on
POLA property at Terminal Berths 118, 119,167,168 168, 188 and 189. Liquid terminais are normally
used for petroleum, oil and chemical tanks and terminals. LAXFUEL will operate iis designated land,
faciliies and storage centers under FTZ rules and regulations.

The United States (USA) Government's Federal FTZ Board has designated the Port as the
Grantee/Administrator of FTZ 202 region for the City of Los Angeles and the surrounding region. A
definition of an FTZ is a secure area located in or near the port of entry for US Customs and Border
Protection Agency (Customs), but legally considered o be outside the Customs territory for the
purpose of tariff laws and Customs entry procedures. All activities are performed in accordance with
Federal F1Z procedures. The goal of the FTZ program and Port is to stimulate economic growth and
development in the United States, facilitate efficient cargoe transit and support the local, State and
nationat economy. The FTZ does not generate a direct profit for the Port, butis provided by the Port
as a service 1o its customers to promote international frade and commerce in the region and USA.

The proposed FTZ Agreement will authorize LAXFUEL to provide the means for international carriers
at LAX to use jet fuel free of customs duties and fees. The Port states that jet fuel will be the only
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imported product. LAXFUEL plans to use the FTZ site to store the fuel and deliver it to the LAX for
use on international flights. LAXFUEL wants to use its FTZ site to combine and siore imported jet
fuel with domestic jet fuel in order to use storage tanks more efficiently. Previously, LAXFUEL has
had to use separate storage facilities to store for the imported and domestic jet fuel because of the
“customs bond” status of the imported jet fuel. Customs bonds are required by the US Customs
Services for all importers that bring goods into the USA. A customs bond is a guaraniee to the
federal government that the importer will follow all laws and regulations governing the importation of
merchandise. The bond is usually required for monetary compensation for failure to perform
specified acts referenced in the agreement. According to the Port, the imported jet fuel is free of
customs duties and taxes; however, imported fuel must be physically segregated from the domestic
fuel. As aresult, LAXFUEL's previous maintenance and support for separate storage facilities for the
imported and domestic fuels were deemed 1o be too expensive because of the designated limits
imposed on the tank facilities’ storage capacily and requirements. Under FTZ rules for the
designated site, LAXFUEL will be aliowed to combine the imported and domestic fuel products as
long as they separate and maintain the appropriate inveniory records and operations for the FTZ.
See the Attachment for an overview of FTZ policies and guidelines for this Agreement.

LAXFUEL states that its proposed FTZ Agreement is separate and apari from and will nof affect any
other leases, permits or confracts that it has with the Port. LAXFUEL employs approximately 38 full-
time employees in its airport operations. The property of LAXFUEL’s jet fuel delivering operation
includes refineries, terminals, pipelines and office space and is located on approximately 711 acres
of land.

LAXFUEL has agreed to pay an annual administrative fee of $5,000 per year for a total of $25,000
for the first five-year term and up to a maximum of $100,000 over the proposed 20-year life of the
Agresment. The FTZ Operator agreements will require no direct use of Port funds. Although there
will be no additional direct cost, the Port states that it spends funds on indirect or outside expenses
for FTZ-related administrative services. In 2011, the Port states that it spent approximately $80,000
and collecied approximately $149,000 in revenue and fees from all FTZ operators.

The Port states that LAXFUEL has committed to use the Pier Pass program, which will reduce
daytime truck traffic operations and allow them to open operations in the evenings. LAXFUEL will
notify truck drivers, brokers and companies that trucks serving the FTZ site and Port's container
terminals must confine their routes to the designated Wilmington truck route. The Port states that if
the proposed Agreement is not approved, LAXFUEL has the option to move its facilities to another
FTZ region in California, such as Long Beach or San Diego or another state. The Port states that
approval of the proposed Amendment is in the best interest of the City and Port economically.

The proposed Amendment is in compliance with City requirements and has been approved as fo
form by the City Attorney. Pursuant {o Charter Section 373 and the Los Angeles Adminisirative Code
Section 10.5, Council approval is required because the cumulative contract term exceeds three
years. The Port Director of Environmental Management has determined that this is an administrative
action and is therefore exempt from the requirements of the California Environmental Quality Act
{(CEQA) in accordance with Article Hlf, Section 1 (14) of the Los Angeles City CEQA guidelines.



CAO Fite No. PAGE

0150-09817-0000 3

RECOMMENDATION

That the Mayor approve Harbor Department (Port) Resolution No. 12-7344 authorizing the proposed
Foreign Trade Zone (FTZ) Operating Agreement No. 12-3074 with LAXFUEL Corporation
(LAXFUEL), in FTZ Site No. 25, in the Port of Los Angeles, and return the document to the Port for

further processing, including Council consideration.
FISCAL IMPACT STATEMENT

The proposed FTZ Operator Agreement with LAXFUEL Corporation (LAXFUEL) will have no impact
on the City General Fund. LAXFUEL has paid the one-time application fee of $5,000 and will pay an
annual administrative fee of $5,000 per year for the initial five-year term and three five-year renewal
options, for a possible contract amount of up fo a total of $105,000 for the life of the contract. There
will be no impact on the City General Fund. All Funds will be deposited in the Harbor Revenue Fund.

TIME LIMIT FOR COUNCIL ACTION .
Pursuant fo Charter Section 373, “Long Term Contract Approved by Council,” and the Los Angeles
Administrative Code Section 10.5, “Limitation and Power to Make Contracts,” unless the Council

takes action disapproving a contract that is longer than three years within 60 days after submission to
Council, the contract will be deemed approved.

MAS:ABN: 10130008

Attachment
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ATTACHMENT
OVERVIEW OF FOREIGN TRADE ZONES, OPERATING AGREEMENT

-The Federal FTZ Board designated the Harbor Department (Port) as the Grantee/Administrator of
FTZ No. 202 for the City of Los Angeles and the surrounding region. Below is an overview of FTZ

policies and guidelines.

The FTZ Operating Agreements are entered into with various companies who have applied for FTZ
status with the Federal FTZ Board and have been approved by the United States (U.S.) Depariment
of Homeland Security Customs and Border Protection (Customs) to activate a site. Authority is
granted by the Federal FTZ Board under the amended FTZ Act of 1934, which is administerad
through Federal FTZ and Customs Regulations. The FTZ Act was established to support U.S.
commerce and create jobs by reducing import duties or excise taxes by deferring payment of duty
thereby making it appealing for companies to perform work on their products in the U.S5. instead of
offshore. The goal of the Port and FTZ pregram is {o stimulate economic growth and developmentin
the U.S., facilitate efficient cargo transit and support the locai, State and national economy.

An FTZis a secure area located in or near the port of eniry for Customs, but legally considered to be
outside the Customs territory for the purpose of tariff laws and Customs entry procedures. it is the
LI.S. version of what are known internationally as free-trade zones. An FTZ is sponsored by qualified
public or private companies, which may operate the facilities themnselves or contract for the operation
with public or private firms. The operations are conducted on a public use basis, which opens its
services to the public, with published tariff rates. In this case, the published rates applicable are the
Port Tariff {No. 1) rates, terms and conditions. These spaces and operations will be under the
supervision of the Federal FTZ Board and Customs and will be required to operate within U.S. law.

The Port FTZ No. 202 is a multi-zone FTZ currently operating 23 sites with 15 contracted FTZ
general purpose operators and five Subzone operators. The sites include facilities in the Port area,
Los Angeles International Airport, nearby industrial parks and other outlying locations. The FTZ does
not generate a profit for the Port, but is provided as a service fo its customers {o promote
international trade in the U.8. These operations will be monitored by the Port, but under the
supervision of the Federal FTZ Board and Customs and required to operate within U.S. law.

The FTZ Operator is normally required to pay an annual administrative operating fee of $5,000 per
year for a total of $25,000 for the first five-year term. Upon approval by the Board of Harbor
Commissioners (Board), the Port will be paid up fo $25,000 for each of three five-year renewal
options, for an additional $75,000, and a total contractual fee amount of $100,000 over 20 ysars.
The proposed Agreement renewal options will be subject to approval by the Board and based upon
terms and conditions negotiated prior to the end of each five-year term. The proposed Agreement
with the FTZ Operator will become effective the first of the month following Council approval and will
remain in effect for an initial term of five years. Either the Port or FTZ Operator can terminate the
proposed Agreement at the end of the each term or by submitting a 180-day prior written nofice.



