
May 7, 2018

SUPPORT for Council File: 13-0440-S1
Title: 2401 East Pacific Coast Highway / California Cartage Company, LLC / Foreign Trade 
Zone (FTZ) 202, Site 1A / Operating Agreement / Charter Section 245 / Special Motion 1

Re:

The Honorable LA City Council Members 
LA City Clerk

To:
Cc:

We write to communicate to you our concerns about the ongoing pattern of violations of health and 
safety, employment, and labor laws at NFI/California Cartage and strongly encourage you to support the 
recommendation of the Trade, Travel, and Tourism Committee to veto the approval of Cal Cartage’s 
Foreign Trade Zone (FTZ) Operating Agreement by voting in favor of Council File: 13-0440-S1 
sponsored by Councilmember Joe Buscaino.

Background
For the past three years, Cal Cartage warehouse workers and port drivers have continually appealed to the 
Port of LA Board of Harbor Commissioners to address the persistent lawbreaking at Cal Cartage’s facility 
on Port property. Located at 2401 East Pacific Highway, this site includes the Cal Cartage warehouse and 
two related trucking companies, K&R Transportation and Cal Cartage Express.1 Workers from all three 
entities have repeatedly shared with the Harbor Commissioners their testimony and evidence of a range of 
violations of local, state, and federal laws, outlined in further detail below. About 75% of the 
approximately 500 warehouse workers are employed through a temporary staffing agency, while the 
estimated 250 drivers at K&R and Cal Cartage Express are illegally misclassified as “independent 
contractors.”

Despite the numerous findings of violations of state and federal laws and unabated violations, on April 5, 
2018, the Harbor Commission approved a one-year FTZ Operating Agreement with Cal Cartage. On 
April 17, Council approved a motion filed by Councilmember Buscaino to assert jurisdiction over the 
matter, and on May 1, 2018, the Trade, Travel, and Tourism Committee recommended that Council veto 
the Harbor Commission’s approval of the FTZ agreement.

Foreign Trade Zones provide tremendous economic value to operators such as Cal Cartage, offering 
significant incentives to their customers including reduced and deferred customs duties. The approval of 
FTZ agreements is based on the premise that the operator is a good economic actor, and that they meet 
basic standards. Among other requirements, Section 12.02(B) of the Operating Agreement between the 
Harbor Commission and Cal Cartage clearly states that failure to perform duties including “Proper 
operation of the Zone Site in accordance with applicable federal, state and local laws, regulations, rules... 
would result in default.

There is ample evidence that Cal Cartage is in violation of the Operating Agreement, due to the growing 
list of findings of violations of state and federal laws at this site, some of which are final decisions, and 
others which are under appeal or are still under government investigation. Below, we share a brief 
summary of some of these violations:

i There are several NFI/Cal Cartage-related entities operating at 2401 E. Pacific Coast Highway, including the warehouse, 
California Transload Services, K&R Transportation California (KRT2931, LLC), Cal Cartage Transportation Express (CCX2931, LLC), 
and temp agencies CORE Employee Management/Nexem Allied/Allied Employee Services/Nexem Staffing/Staff Holdings)
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Record of violations
First, there is a clear record of health and safety violations at the Cal Cartage warehouse. Built in the 
1940s, the warehouse has been cited by Cal/OSHA repeatedly since 1993.

California Division of Occupational Safety and Health (Cal/OSHA)
In November 2015 Cal/OSHA cited Cal Cartage for multiple violations, including 
rodents, lack of foot protection for workers, and non-functioning parking brakes on the 
forklifts. Cal Cartage did not appeal this $21,360 citation, and paid $11,250.
In 2016, Cal/OSHA found evidence of repeat violations, including failure of functioning 
parking brakes on the forklifts and fined the company $67,150 and CORE Employee 
Management temp agency $51,275. Cal Cartage and CORE appealed this citation, and 
the continued trial was recently held on April 24-25, 2018.
An accident in October 2016 resulted in Cal/OSHA issuing a citation of $36,000 to Cal 
Cartage and the same amount to the temp agency CORE Employee Management. Cal 
Cartage and CORE each paid $12,700.
Workers filed another complaint in November 2017 for willful violations including a 
failure to repair emergency brakes on the forklifts. This complaint is currently being 
investigated.

In addition to being in clear violation of California’s health and safety regulations - which in and of 
themselves would be a violation of the FTZ Operating Agreement - these numerous violations also appear 
to run afoul of the Port’s Foreign Trade Zone Tariff No. 2, which outlines the rules governing the FTZ. In 
Section Eight, the subsection “Security and Safety Requirements in the Zone” outlines safety 
requirements that are necessary for compliance, including that “No operation or process of treatment will 
be permitted in the Zone that in the judgment of the FTZ Board, CBP, or Grantee, is detrimental to the 
public interest, health, and safety.”2

In addition to finding repeated violations of health and safety regulations, government agencies have also 
found multiple instances of violations of our state tax laws, federal labor laws, and state employment 
laws:

Employment Development Department (EDD)
Over the past two years, the EDD, upon opening separate investigations and individual audits, has 
made at least four determinations that K&R drivers were employees, not independent contractors. 
As a result, these drivers were also determined to be owed state disability insurance benefits, even 
though K&R had failed to deduct and contribute payroll taxes as required by state law. K&R did 
not appeal these decisions, nor did change its practices to come into compliance moving forward 
by properly classifying its drivers and paying payroll taxes. There are now currently at least three 
open tax liens against K&R filed by the EDD between June 2017 and January 2018, for a total of 
$75,555, indicating that the EDD likely found that K&R owes unpaid state payroll taxes.

National Labor Relations Board (NLRB)
On February 28, 2018, a federal Administrative Law Judge (ALJ) issued a decision finding that 
Cal Cartage and its subsidiary Orient Tally violated workers’ rights at the warehouse from July 
2015 to early 2016, including by engaging in unlawful interrogation, implied threats of 
termination, suggesting workers leave if not satisfied with the working conditions, and 
confronting workers in a physically aggressive fashion. This decision ordered the company to 
cease and desist the unlawful behavior, and was issued following a hearing held in June 2017.

2 https://www.portoflosangeles.org/pdf/ftz_tariff_2.pdf

2

https://www.portoflosangeles.org/pdf/ftz_tariff_2.pdf


The NLRB also found that the AMR temporary staffing agency committed the same violation of 
workers’ rights including the illegal termination of a worker for protected concerted activities. 
AMR reached a settlement with the NLRB regarding this matter in May 2017.

On April 27, 2018, Region 21 of the NLRB issued a complaint after investigating Unfair Labor 
Practices that occurred from late 2016 through February 2018. In the complaint, the NLRB 
Regional Director alleges that Cal Cartage (acting as a joint employer with the temporary staffing 
agency, CORE Employee Management) violated federal labor laws by numerous instances of 
threatening and retaliating against workers, including wrongful termination A trial is scheduled 
for July 23, 2018.

California Department of Labor Standards Enforcement (DLSE)
The DLSE, also known as the Labor Commissioner’s office, has issued at least 12 decisions 
finding that drivers for Cal Cartage related trucking entities were employees - not independent 
contractors - and therefore owed a total of almost $1.5 million. Of these cases, eight were settled, 
and the remaining four - all of which are either K&R or Cal Cartage Express drivers - are still 
pending on appeal in Superior Court. Two of these drivers were profiled in the recent Pulitzer- 
finalist USA Today investigative series that documented the port trucking industry at the Port of 
LA as “modern-day indentured servitude.” There appear to be an additional 29 Cal Cartage 
related port driver claims pending at the DLSE, including 10 K&R drivers who completed their 
hearings in December 2017 and should be receiving decisions within the upcoming weeks.

United States Department of Labor (DOL)
The DOL is currently investigating Cal Cartage for violations of the federal McNamara-O’Hara 
Service Contract Act, for failing to pay the federal prevailing wage to warehouse workers and 
drivers who moved military cargo that was stored at the Cal Cartage Wilmington warehouse site. 
The investigation has been ongoing for over a year and a half.

Continued violations since change in ownership
In October 2017, Cal Cartage was purchased by New Jersey-based NFI Industries. The new ownership 
has not implemented meaningful changes to come into compliance, and the violations have continued 
under their watch. To give just a few examples:

The NLRB Complaint issued on April 27, 2018 includes violations of labor law that occurred 
since the change in ownership
In January 2018, the Los Angeles City Attorney filed lawsuits against K&R and Cal Cartage 
Express for violations of California’s Unfair Competition Law including worker misclassification 
and avoiding taxes.

Further, although the corporate ownership has changed, many of the former managers remain, 
including the daughter of former owner Robert Curry, Sr., Melissa Curry, who is the signatory on the 
2018 FTZ Operating Agreement in question, as “Customs Compliance.”

We entrust our City authorities with ensuring compliance with all City contracts, especially when these 
agreements give corporations like Cal Cartage a competitive advantage and give tax breaks to powerful 
big-box retailers. Given the sheer volume of government findings, ongoing investigations, and 
unmistakable evidence that Cal Cartage is a recidivist law breaker, it is overwhelmingly clear to us that 
the Harbor Commission failed to ensure that Cal Cartage meets the necessary requirements in the 
Operating Agreement. Therefore, we support the recommendation of the Trade, Travel, and Tourism 
Committee in Council File 13-0440-S, and we strongly urge the City Council to vote in support of the
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recommended action to veto the Harbor Commission’s approval of Cal Cartage’s FTZ Operating 
Agreement.

Sincerely,

Eric Tate
Secretary-Treasurer, Teamsters Local 848
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