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Date: October 10, 2018 0150-10358-0002CAO File No. 
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Richard H. Llewellyn, Jr., City Administrative Officer \

Correspondence from the Harbor Department dated September 2, 2018; referred by 
the Mayor for report dated September 12, 2018 /

To: The Mayor

From:

Reference:

Subject: PROPOSED SIXTH AMENDMENT WITH PERMIT NO. 560 WITH VOPAK 
TERMINAL LOS ANGELES, INCORPORATED

RECOMMENDATIONS

That the Mayor:

1. Approve the Harbor Department (Port) Resolution Number 18-8346 authorizing the 
proposed Sixth Amendment to Permit No. 560 with Vopak Terminal Los Angeles, 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. 18-8346 authorizing the proposed Sixth Amendment (Amendment) to Permit No. 
560 (Permit) with Vopak Terminal Los Angeles, Inc. (Vopak). The Permit allows Vopak to use Port 
property to operate a marine oil terminal (marine terminal) at Berths 187-191 in the Port of Los 
Angeles (POLA). Vopak entered into a 30-year agreement with the Port, from 1993 to 2023, and 
currently occupies 37.82 acres of POLA property in Wilmington. In May 2013, the California State 
Lands Commissions (State Lands), through an audit of the Marine Oil Terminal Engineering and 
Maintenance Standards (MOTEMS), identified needed repairs and upgrades to the wharf berthing 
structures at Berths 187-190. The Port and Vopek agreed to negotiate how to best complete the 
repairs identified in the MOTEMS audit. Among the issues discussed were how to: 1) minimize 
business interruption during repairs and construction of the wharf, and 2) define and allocate costs 
and responsibilities related to making the repairs.

The State Lands regulates all marine terminals, lands and ports, and enforces state building 
standards that apply to marine terminals. The MOTEMS regulate the following State rules for 
marine terminals: establish minimum engineering, inspection and maintenance criteria; reduce and 
prevent potential oil spills; protect public health, safety and the environment; govern the upgrade 
and design of terminals; and, provide oversight, inspection and audit of marine terminal sites.
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PROPOSED AMENDMENT TO PERMIT WITH VOPAK

The proposed Amendment would authorize the Port staff to allow Vopak to repair the wharf in 
exchange for a temporary waiver of wharfage charges for 30 months. The temporary waiver of 
Vopek’s wharfage payments (for assessment of cargo movement) would begin on the date of 
execution of this contract amendment. The Port would shift costs for repairs, maintenance and 
construction of the wharf to Vopak, in consideration of the Port waiving wharfage charges for 30 
months. Otherwise, Vopak said that it would not accept shutting down a wharf and the potential 
loss of clients and business. The Port and Vopak staff agreed that managing repairs according to 
vessel schedules would minimize business interruptions. The Port states that Vopak will take sole 
responsibility for all repairs, maintenance and upgrades for the specific wharfage structures upon 
completion of repairs for the remainder of the Permit term, which expires in 2023.

The Port states that it is responsible for regular maintenance repairs at POLA tenant sites, unless 
contract terms indicate otherwise. However, maintenance responsibilities are separate from the 
wharf upgrades required by MOTEMs. The Port, in waiving wharfage payments from Vopak, in 
exchange for the repairs, maintenance and upgrades to the wharf required by the MOTEMS audit 
would potentially bring about the following results: proceed with the repairs with no further delay; 
reduce the possible risk of further cost increases to the Port due to project delay; eliminate the 
majority of costs that the POLA would otherwise be responsible to pay for the repairs, construction 
and maintenance of the wharf; minimize any unforeseen financial risks and cost overruns to the 
project; and establish a fixed cost expectation for the repairs of the wharf. The waiver of the 
wharfage payments would reduce POLA wharfage revenues from Vopak by approximately $8.4 
million for the 30-month period.

The Port states that Vopak would have approximately 18 months to complete repairs, upgrades 
and construction work, as prescribed in the MOTEMS audit. According to Port staff, if repairs are 
not completed during this time, Vopak would be accountable to pay the Port any wharfage charges 
that had been temporarily waived, less construction expenses for repairs that had already been 
paid. In addition, the Port would not be contractually obligated to waive any further wharfage 
charges. Any request to extend the completion period for repairs must be made in writing and 
approved by the Port Executive Director.

Financial Overview: The 30 months agreed to between the Port and Vopak includes the 18 
months to complete repairs, upgrades and construction. The 18 months are based on the actual 
time for the construction, estimated cost to build the wharf, and the projected loss of wharfage 
payments due to a partial shutdown of the wharf. Port staff estimated that the total cost would be 
approximately $8.4 million. In 2017, Vopak paid an annual wharfage fee of $3,592,174 or 
approximately $299,348 per month. Waiver of the wharfage charges for 30 months would total 
$8,980,440 in relinquished wharfage revenues. The Port estimates that its direct cost for repairs 
would be approximately $4,498,163. Indirect costs to the Port, due to lost wharfage revenue and 
the business interruption during construction work would be approximately $3,891,522. The 
estimated cost and loss of wharfage due to the partial shutdown of the wharf during construction 
and repair would be spread-out over 28 months; with a contingency of two months to account for 
potentially higher cost and financial loss from repairs and project delays.
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The Port states by shifting the repair responsibilities to Vopak and waiving wharfage charges for 
30 months, the POLA is limiting financial costs and responsibility for the required repairs and long
term business loss. The estimated net saving to the Port will be approximately $248,211 over the 
30-month repair and construction period.

The City Attorney has approved the proposed Resolution as to form and legality. Pursuant to 
Charter Section 606, unless the Council takes action of disapproving the proposed Resolution 
within 30 days after submission to the Council, the document will be deemed approved. The Port 
Director of Environmental Management states the proposed Amendment is an administrative action 
to a permit to use an existing facility and has determined that the proposed action is exempt from 
the requirements of the California Environmental Quality Act (CEQA) in accordance with Article III, 
Class 1(14) of the Los Angeles City CEQA Guidelines.

The abovementioned aspects of the proposed Amendment, and this report, are based upon revised 
information received from the Port subsequent to the initial request submittal.

FISCAL IMPACT STATEMENT

The proposed Harbor Department (Port) Amendment for Permit No. 560 with Vopak Terminal Los 
Angeles, Inc. (Vopak) would result in Vopak bearing the costs and becoming responsible for 
repairing major damage at Berths 187-190 identified in an audit by the California State Lands 
Commission. In exchange, the Port would waive wharfage charges by Vopak for 30 months, which 
adds up to approximately $8.9 million in wharfage payments. The application of the wharfage 
credits, in lieu of the Port performing the repairs, would limit the Port’s exposure to higher than 
expected construction costs, minimize business interruption to the operations of Vopak during 
construction, and shift the responsibility for ongoing maintenance of the completed repairs to 
Vopak.
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