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Correspondence from the Harbor Department dated December 1,2017; referred by 
the Mayor for report dated December 15, 2017

From:

Reference:

PROPOSED INDEMNITY AGREEMENT WITH HARBOR PERFORMANCE 
ENHANCEMENT CENTER, LLC

Subject:

RECOMMENDATIONS

That the Mayor:

1. Approve the Harbor Department (Port) Board of Harbor Commissioners (Board) Resolution 
Number 17-8200 authorizing an Indemnity Agreement with the Harbor Performance 
Enhancement Center, LLC (HPEC); and,

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

SUMMARY

The Harbor Department (Port) is requesting approval of an Indemnity Agreement (Agreement) with 
the Harbor Performance Enhancement Center, LLC (HPEC). An indemnity is used in insurance 
policies when an entity agrees to compensate another entity for any insurance-related damages or 
losses. In the proposed Agreement, the Port, as the lead agency, has agreed with HPEC to provide 
the Port of Los Angeles (POLA) with certain indemnified insurance protections associated with 
environmental reviews under the compliance activities of the California Environmental Quality Act’s 
(CEQA) Environmental Impact Report (EIR) assessment. HPEC has agreed to reimburse the Port for 
the use of POLA’s employee staff time up to a maximum amount of $200,000. The Indemnity 
Agreement includes protecting the Port against any costs related to potential and unspecified claims, 
liabilities, legal fees and other proceedings for the projects' environmental review.

The initial Agreement with HPEC authorized a temporary Pilot Project for the CEQA EIR and a plan 
to construct and operate a Container Terminal Support Facility (CTSF). The CTSF will be a 
comprehensive support facility and operations for a secondary cargo staging area and facility site to 
provide cargo sorting and congestion relief for container terminals located on the POLA properly. 
The CEQA EIR assessment is related td the proposed development of the Project site, which 
includes the former U.S. Customs House and Los Angeles Export Terminals facility and a pilot study 
to market and test the validity of HPEC’s proposed operational model.
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The Port has agreed to have its own staff assist HPEC in the review of certain documents associated 
with developing and implementing a proposed pilot study project (Pilot Project), a CTSF, and the 
required CEQA compliance. The combined Pilot Project and CTSF are described as the Project. The 
$200,000 to compensate the Port will be used for staff time to review certain project documents, 
including those from CEQA compliance. The Port states that this amount is separate and apart from 
HPEC's obligation to indemnify and defend the POLA under certain other provisions. The potential 
indemnity cost is indeterminate at this time.

The proposed Project operational site will provide environmental benefits by reducing the waiting 
time and terminal gate congestion experienced by truckers at the POLA. According to the Port, the 
proposed Project will increase efficiency and reduce costs and emissions by helping to ensure that 
the lowest emission equipment and fuels are used. The HPEC project will require public 
infrastructure improvements which will benefit the POLA, the Port of Long Beach (POLB) and the 
national supply and cargo movement chain.

The proposed Project site will provide an outlet to relieve congestion on the port docks and improve 
the operational and environmental performance of the goods movement systems through the San 
Pedro Bay, which includes the POLA and the POLB. The initial Agreement applied to the Pilot 
Project and the development of the following: a truck staging and waiting area; storage for 
containers; chassis depot; adaptive reuse; and, renovation of the designated POLA site. According to 
the Port, the HPEC Project is subject to provisions of the CEQA, Clean Air Action Plan, California 
Coastal Act, and other agencies. The POLA, as the lead agency, must comply with CEQA and other 
environmental laws applicable to local, state and federal agencies. HPEC will be responsible for all 
maintenance associated with the use of the POLA site.

The Pilot Project will study the environmental and market impact for a proposed cargo sorting and 
congestion relief operation for container terminals and docks in the POLA. The Port states the Pilot 
Project, which is being done as part of the CEQA EIR, is currently underway and is expected to last 
about one year. HPEC will use the property to conduct the Pilot Project to collect operating data to 
assess container movement efficiencies created by the HPEC operational model. Upon completion 
of the CEQA EIR, the Port and HPEC plan to submit a proposed CTSF project to improve the 
efficiency and performance of the Port and its cargo and freight system.

The Port states that the proposed Project is expected to include a 50-year contract lease agreement 
that will be submitted at a future date for consideration and approval by the Board, Council and 
Mayor. The proposed Project may explore and facilitate, as appropriate, the use of a public-private 
partnership model in order to maximize private and public sector cooperation, support and 
investment. According to the Port, the Indemnity Agreement will require that HPEC incur substantial 
expenses and financial investments to successfully implement the Project, related to the necessary 
studies, applications and other work requirements. As a result, the Port states that HPEC will have 
the sole and exclusive use of all their documentation (e.g., intellectual property rights) submitted to 
the POLA as a result of their financial investment in the Project. Pursuant to the Agreement, 
however, the Board will reserve the right and not be obligated to approve the final Project, agree to 
any other agreement or obligation, and approve any other permit or lease.
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BACKGROUND

In June 2015, the Port released a Request for Proposal to solicit qualified applicants to develop, 
operate and maintain a container terminal support facility within the POLA on its Terminal Island site. 
The Port selected HPEC from five proposals because HPEC's qualifications and experiences best 
fulfilled the following project goals: improve the flow of container cargo; develop a truck staging and 
waiting area; provide storage for containers mounted on a chassis; create chassis depots; and, 
reconstruct and renovate the Project site and facilities. The development complies with the Port’s 
Master Plan for maritime support, including near-dock container handling and storage. The objective 
of the Project is to reduce average waiting time and congestion by diverting trucks away from 
container terminals and to a staging area where pick-ups and deliveries can be processed faster.

This data, according to the Port, will provide information to develop improved container movement 
efficiencies and cargo delivery speed for San Pedro Bay container terminals. The projected volume 
of cargo moving through the POLA and POLB is anticipated to support and improve critical truck- 
based cargo movements through the San Pedro Bay gateway and boost the core cargo-handling 
functions. In addition, the HPEC Project site may reduce adverse impacts on the environment by 
reducing truckers’ idling time and terminal gate congestion, thereby decreasing emissions from the 
trucks. The data collected from the Pilot Project will be shared with the Port and will supplement 
current and future traffic and cargo container movement analyses. The Project by HPEC will continue 
to prioritize and promote the efficiency and overall performance of the ports and the goods 
movement systems. Since HPEC will be on POLA property, it will ensure that the lowest emission 
equipment and fuels are being used at the facility.

HPEC will conduct the proposed Pilot Project on approximately 10 acres of POLA land for 
approximately one year to market-test the proposed full-scale use of the site. The Pilot Project will 
collect data to sample the efficiencies of cargo container movements created through the operational 
model developed by HPEC. The HPEC Project will be centrally located to the Port’s largest container 
terminals. Under the Project, HPEC will use the property to provide data and feedback on the 
following categories: environmental impacts; container chassis handling; staging and storage; 
analysis of throughput improvements (process rate); use of the parking slots; entrance and departure 
times of trucks; alternative fueling facilities; other efficiency improvements for truckers and container 
movement in and out of the POLA terminals, and, temporary drayage truck use. Drayage is defined 
as the transport of goods over a short distance in the shipping and logistics industry.

The Port states that HPEC will incur substantial expenses in completing the Pilot Project and CTSF 
study, miscellaneous application processing, and other work required to approve and finance the 
implementation of the project. As a result, the Port has agreed that all documentation submitted by 
HPEC to the Port regarding the Project will remain the sole and exclusive property (i.e., intellectual 
property rights) of the HPEC, as noted in their agreement.

The City Attorney has tentatively approved the Agreement as to form. The Agreement will begin 
upon the date of execution by the Port Executive Director and terminate upon the expiration of all 
periods of legal challenges, litigation and appeal under the applicable law of the environmental and 
project documents approved under this Resolution. The Port Director of Environmental Management 
has determined the proposed Agreement with HPEC is an administrative action and includes 
environmental assessment activities under CEQA and reimbursement costs to the Port.
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FISCAL IMPACT STATEMENT

Approval of the proposed Indemnity Agreement between the Harbor Department (Port) and HPEC 
will provide the Port of Los Angeles with certain protections against losses, damages, liabilities, legal 
fees and costs, and other potential proceedings regarding the approval of the CEQA assessments 
for development of the Project site. The potential indemnity cost is indeterminate at this time. In 
addition, HPEC will reimburse the Port staff time forthe review of CEQA documents associated with 
the Project at an amount not to exceed $200,000.
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INTER-DEPARTMENTAL CORRESPONDENCE

DATE: December 1,2017
i

The Honorable Eric Garcetti, Mayor 
City of Los Angeles

TO:

J <A
Amber M. Klesges, Commission Secretary 
Harbor Department / Mail Stop 260

FROM:

SUBJECT: CHARTER SECTION 373 - PROPOSED INDEMNITY AGREEMENT 
WITH HARBOR PERFORMANCE ENHANCEMENT CENTER, LLC

In accordance with Executive Directive No. 4, attached for your review is Resolution No. 
17-8200 authorizing approval of Agreement No. 17-3543 between the City of Los Angeles 
Harbor Department and Harbor Performance Enhancement Center LLC, which was 
approved by the Board of Harbor Commissioners on November 16, 2017.

it is respectfully recommended for the City Administrative Office to review, report, and 
return to the Harbor Department for further processing to City Council for final 
consideration.

Please feel free to contact me for any inquiries regarding the transmitted documents at
(310) 732-2642 or airiesciestS partis erg

Mandy Morales, Mayor's Office (3 encs.) 
David Reich, Mayor’s Office 
Erick Martell, Harbor Representative 
City Attorney

cc:
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