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The MayorTo:

Richard H. Llewellyn, Jr., City Administrative

Correspondence from the Harbor Department dated November 16,2018; referred by 
the Mayor for report on November 20, 2018

From: icer

Reference:

PROPOSED THIRD AMENDMENT TO PERMIT NO. 881 WITH TRAP AC, INC.Subject:

RECOMMENDATIONS

That the Mayor:

1. Approve Harbor Department (Port) Resolution No. 18-8395 authorizing a proposed Third 
Amendment to Permit No. 881 with TraPac Inc.; and,

2. Return the document to the Port for further processing, including Council consideration.

SUMMARY

The Harbor Department (Port) Board of Harbor Commissioners (Board) requests approval of 
Resolution No. 18-8395 to authorize a proposed Third Amendment (Amendment) to Permit No. 
881 (Permit) with TraPac Inc. (TraPac) to identify and modify changes to improve, design, update, 
replace, develop, construct and complete the TraPac terminal facilities. The proposed Amendment 
will authorize the Port and TraPac to modify the scope of work and budget relating to multiple 
projects to operate, maintain and improve the container terminal operations at Port Berths 136-147 
(Berths) in the Port of Los Angeles (POLA). In addition, the Port is requesting to correct an error in 
the written narrative (erratum) of the adopted Mitigation Monitoring and Reporting Program (MMRP) 
in its final Environmental Impact Report (EIR) for TraPac. According to the Port, the MMRP 
mistakenly included a mitigation measure for a program of the marine oil terminal operations. The 
proposed Amendment will allow the Port to update and modify the relevant changes to the Permit.

BACKGROUND

In December 2007, the Board certified an EIR in compliance with the Clean Air Action Plan (CAAP), 
to adopt a MMRP and approved the Trans Pacific Containers Service Corporation Project (TraPac). 
(C.F. 09-2165). In 2009, the Board and Mayor and Council approved a 30-year lease agreement 
to redevelop TraPac terminals (C.F. 09-2165). The lease agreement allowed the Port and TraPac 
to expand and modernize the POLA-owned land and waterside areas at the Berths on 
approximately 220 acres of property. In addition, they negotiated a number of clean air initiatives
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and emission mitigation measures under CAAP. In May 2010, the First Amendment to the Permit 
allowed the implementation of financial incentives for TraPac for empty containers, trans-shipment 
containers and on-time container terminal tenant discounts. The financial incentive program was 
for Port tenants to maintain competitiveness in the marketplace and their long-term market share. 
In 2013, the Second Amendment to the Permit authorized a modified scope of work to the TraPac 
redevelopment project in order to further design, develop and construct container terminal facilities 
to incorporate terminal automation operations, changes to the certified EIR and the MMRP, and 
other miscellaneous changes.

PROPOSED THIRD AMENDMENT WITH TRAPAC, INC.

The Port states that the Permit with TraPac includes a combination of the following terminal 
improvement categories for the TraPac Project: 1) Existing - no changes; 2) Upgraded - existing 
sites that have been partly or totally demolished and replaced with new improvements; 3) New - 
improvements constructed that previously did not exist; and, 4) City-constructed - improvements 
constructed and owned for tenant, City and public use. The proposed Amendment will allow the 
Port to update and modify the Permit to reflect the following changes and improvements:

• Correct the "as built” properties covered in the Permit to a total of 220.701 acres, as a result of 
the terminal modernization project completed by the Port in August 2017. The current Minimum 
Annual Guarantee (MAG) payment from TraPac to the Port is $36,715,156. The proposed 
Amendment will reduce the MAG payment by as much as $289,960 and revise the MAG 
payment up to a total of $36,425,196, in calendar year 2021, as explained below;

• Replace, adjust, and reduce property boundaries near POLA Harry Bridges Boulevard. The 
changes to the property will include the completion of project improvements, develop a rail 
system for the West Basin containers terminals, and reduce property boundaries by 0.725 
acres. The reduction of 0.725 acres will result in a $120,609 loss from the MAG;

• Authorize the Port the option to take back approximately 1.018 acres of underused property, 
which is currently used as a parking lot, subject to notice no earlier than December 2020. If the 
Port exercises this option, the MAG for TraPac could decrease by approximately $169,350;

• Grant ownership of LED lighting that crosses the TraPac rail yard to the Port. Pursuant to Port, 
the lighting was installed by TraPac for longshoremen during night operations. Most of the 
lighting infrastructure will be the responsibility of TraPac. Maintenance and repair costs for the 
lighting are expected to be minimal due to the typical life of LED lights;

• Incorporate water conservation mitigation measures by updating and replacing areas of the 
TraPac terminal and berths; and,

• Delete and correct one of the mitigation measures as noted in the final, certified 2007 EIR 
because it does not apply to the operations of TraPac, as noted as mitigation under CEQA, and 
was erroneously included in the MMRP (See explanation for errata below).



CAO File No.
0150-09316-0002

PAGE
3

Financing and Compensation Impact:

In August 2017, the Port and TraPac agreed to use 220 acres to calculate payment for the leased 
POLA property, pending the completion of a survey of the “as-built” property under the Permit. After 
the completion of the "as-built" portions of the property, the Port states that the property under the 
Permit would total approximately 220.701 acres and a corresponding MAG payment, from TraPac 
to the Port, up to a total of $36,715,156. The proposed Amendment will include the following: 1) 
reduction of 0.725 acres in POLA property will result in a decrease in MAG payments of $120,609; 
and 2) reduction of 1.018 acres in POLA property would result in a decrease in MAG payment of 
$169,351, if the Port exercises its option to remove and use the parking lot from TraPac property. 
If the reductions for the acreage and MAG payment are implemented, they would equal a total 
reduction of 1.743 acres and a decrease in MAG payment up to a total of $289,960. As a result, 
the MAG payment would be reduced from its current amount of $36,715,156, to an estimated 
revised total of approximately $36,425,196, by calendar year 2021. According to the Port, this 
amount assumes there are no changes to the MAG under the Permit, including the contractual 
provision to reset the compensation for TraPac in September 2019.

Errata to the TraPac Berths pursuant to the MMRP:

The Port states that the mitigation measure was intended to address water quality issues which 
required TraPac to implement a Source Control Program (SCP). A SCP prevents and remediates 
accidental fuel releases from storage tanks and pipelines regulations governed by the California 
States Lands Commission (State Lands). State Lands is responsible for management and 
protection of natural and cultural resources on selective State-owned lands. In 2016, the Port 
reviewed the certified EIR, and other project changes, and made corrections to certain mitigation 
measures in the MMRP. The Port states that since TraPac is not a marine oil terminal and does 
not own or operate fuel pipelines or tanks, the mitigation measures does not apply to its operations 
and is therefore deleted from the MMRP, because it does not qualify as mitigation under CEQA.

City Compliance Issues and Environmental Issues:

The proposed Amendment has been approved by the City Attorney as to form and legality. The 
proposed Amendment is in compliance with City requirements and ordinances. The proposed Third 
Amendment includes changes to the EIR Addendums, including use of automated stacking cranes, 
a rail addition to the container terminals, and an option to delete an existing parking lot. The 
proposed Amendment is considered an administrative activity because of the following reasons: it 
is limited to modifying the property boundaries with no significant changes to the area; continues 
maintenance activities and other miscellaneous activities for which the principal projects have been 
previously assessed and processed according to CEQA requirements. The Port has determined 
that the proposed action is administratively exempt from CEQA under Article II, Section 2(f) and 
2(i) of the Los Angeles City CEQA Guidelines.
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FISCAL IMPACT STATEMENT

Approval of the Third Amendment to Permit No. 881 (Permit) will authorize TraPac Inc. (TraPac) to 
pay the Harbor Department (Port) compensation of approximately $36,425,196 in Minimum Annual 
Guarantee (MAG) by calendar year 2021. The current MAG payment from TraPac to the Port is 
$36,715,156. The proposed Amendment could decrease the MAG payment by as much as 
$289,960 and a revised decrease in the MAG payment up to a total of $36,425,196, by calendar 
year 2021. This amount assumes there are no changes to the MAG under the Permit, including the 
contractual provision to reset the compensation for TraPac in September 2019. All revenue will be 
deposited in the Harbor Revenue Fund and will have no financial impact on the City General Fund.
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