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2UoThe MayorTo:

Richard H. Llewellyn, Jr., City Administrative OfficerFrom:

Correspondence from the Harbor Department dated M 
the Mayor for report on March 26, 2019

Reference: 22, 2019; referred by

Subject: PROPOSED PERMANENT ORDER AMENDING PORT OF LOS ANGELES TARIFF NO. 4 
TO PROVIDE A FINANCIAL INCENTIVE TO OCEAN COMMON CARRIERS FOR THE 
FOLLOWING ITEMS IN SECTION NO. 23: ITEM NO. 2326 - “DEFINITIONS OCEAN 
COMMON CARRIER-ULTRA-LARGE CONTAINER VESSEL INCENTIVE PROGRAM” 
AND ITEM NO. 2327, “OCEAN COMMON CARRIER - ULTRA-LARGE CONTAINER 
VESSEL INCENTIVE PROGRAM AND ELIGIBILITY REQUIREMENTS”

RECOMMENDATIONS

That the Mayor:

1. Approve Harbor Department (Port) request to authorize Resolution No. 19-8452 for 
Permanent Order No. 19-7265 and a corresponding Ordinance to amend Port of Los 
Angeles Tariff No. 4, to provide a financial incentive to Ocean Common Carriers (OCC) for 
the Tariff Section 23, as follows: Item No. 2326 - “Definitions OCC - Ultra-Large Containers 
Vessel (ULCV) Incentive Program” and Item No. 2327, “OCC - ULCV Incentive Program and 
Eligibility Requirements providing a financial incentive to OCC; 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. 19-8452 to authorize Permanent Order No. 19-7265 and a corresponding 
Ordinance (See Attachment I) to amend Port of Los Angeles Tariff (POLA) No. 4 (Port Fees, Rules 
and Regulations Manual), to provide a financial incentive to Ocean Common Carriers (OCC) for 
the Tariff Section 23, as follows:

• Section 23 - Item No. 2326, “Definitions (for) the proposed OCC-ULCV Incentive Program” 
includes program eligibility requirements. The Tariff Section will add a financial incentive 
program for OCCs on ULCVs with Twenty-foot Equivalent Units (TEUs) containers, which are 
loaded, if they meet certain eligibility requirements. Eligibility includes the size of the vessels 
and possession of a minimum of 24,500 TEU container volumes for any ultra large vessel; and
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• Item No. 2327, “OCC - OLCV Incentive Program and Eligibility Requirements:” An OCC is 
eligible to receive $10 per loaded TEU containers on eligibility TEU volume delivered into the 
POLA. The ULCV Incentive Program would be limited to only one ULCV that an OCC operates, 
and limited to one of the ULCV’s visits to the Port, in compliance with the Tariff Section. 
Maximum payment of an eligible OCC will not exceed $150,000.

The proposed Tariff Amendment adds the OCC - ULCV Incentive Program to provide financial 
incentives for ultra-large container vessels and additional TEU cargo containers volume entering 
the POLA. The Port will evaluate and determine the future feasibility on providing an ongoing ULCV 
Incentive Program and expected increases in operating revenues and cargo container volume.

BACKGROUND

The maritime shipping industry is a highly competitive industry that has sought to reduce ever- 
increasing expenses and container volume by undergoing mergers and acquisitions, vessel 
alliances, and building larger container vessels. These industry changes have impacted the OCC 
and other marine terminal relationships, selections and agreements. In addition, the industry 
changes have influenced global markets, and impacted the market share of container volumes at 
the POLA and other ports. Currently, the POLA is recognized as the number one container port in 
the nation by volume and is trying to capture a larger share of the Asia trade market.

In past years, the Board has approved various incentive programs to assist the Port’s marine 
terminal and OCC businesses to maintain and expand its competitive position in the national and 
global marketplace. In December 2015, the Port states that POLA received its first ULCV. Since 
that time, the POLA has received five additional visits by container vessels classified as ULCVs.

PROPOSED TARIFF AMENDMENT

The proposed Tariff Amendment will add to and include the OCC - ULCV Incentive Program in 
order to provide the Port with a promotional plan to capture a larger proportion of the Asia Trade 
market share and to maintain its position as the number one container port in the nation by volume. 
If approved, the proposed ULCV Incentive Program would allow an eligible OCC, which brings one 
of its ULCVs, to the POLA to receive a compensation amount of $10 per loaded TEU payment for 
the cargo container volume delivered to the Port. Payments made under this program will be paid 
in a one-time only lump sum payment. Currently, the Port estimates up to nine OCC may qualify to 
receive payment under the proposed ULCV Incentive Program. The maximum incentive amount 
an OCC could earn is $150,000.

The Port states that the ULCV Incentive would be limited to only one ULCV that the OCC operates 
and to one visit by an ULCV to the POLA, during the effective period of the Tariff. Pursuant to the 
proposed Tariff Item 2327, the ULCV Incentive Program will remain valid for a minimum of 12 
months and continue until terminated by the Board. Any OCC operating a qualifying ULCV would 
be eligible to receive this proposed ULCV Incentive, in accordance to the provisions of the size of 
the ULCVs and number of the TEUs, as proposed by the Tariff Amendment (See Attachment II).
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The Port expects the ULCV Incentive Program to incrementally benefit operating revenues of the 
POLA. As stated, the maximum incentive payout to an individual OCC will be up to $150,000. The 
incentivized payout will depend upon which POLA terminal is used by the ULCV. Based on the 
incentive, the Port states that revenue from the ULCV is estimated to range from $230,680 to 
$953,353. In the event that nine OCCs receive incentive under this program, the Port states that 
net benefit would be from approximately $726,124 to $7,230,175. According to the Port, these 
estimates would be subject to changes in the marketplace and the vessels routing decisions to 
respective terminals. Funding for the proposed Tariff Amendment will be included in the proposed 
2020 fiscal year (FY) budget, as part of the annual budgetary adoption process.

The Port will determine the compensation payout within 30 days of receipt and confirmation of the 
OCC TEU volume and data requirements. OCCs that have merged their container shipping 
operations into a newly formed or existing OCC will be eligible to receive a financial incentive, 
pursuant to the appropriate Tariff Section provisions. In addition, ULCV will be obligated to comply 
with other Port programs and Tariff Sections, such as the Alternative Maritime Power or AMP, which 
reduces air pollution by using shoreline electric power as a substitute for diesel fuels.

The City Attorney has approved the proposed Permanent Order and Ordinance as to form and 
legality. In accordance with Charter Section 653, the Council must approve the Ordinance to amend 
Tariff No. 4 before it can become effective. The approval of the Order to amend Tariff No. 4, Item 
Nos. 2326 and 2327, is an administrative activity. Therefore, the Port has determined that the 
proposed action is exempt from the requirements of California Environmental Quality Act (CEQA) 
under Article II, Section 2(f) and Class 6(2) of the Los Angeles City CEQA Guidelines

FISCAL IMPACT STATEMENT

Approval of the Harbor Department (Port) request for the proposed Tariff Amendment to the POLA 
Tariff No. 4 for the “Ocean Common Carrier (OCC) - Ultra-Large Container Vessel (ULCV) Incentive 
Program is expected to benefit operating revenues for the POLA if the payout to eligible OCC 
participants comply with the Tariff and achieve estimated program financial goals. The proposed 
financial incentive funds will be paid to the OCC at approximately $10 per incremental TEU (cargo 
container). In the event that nine OCCs receive incentive under this program, the Port states that 
net benefit would be from approximately $726,124 to $7,230,175. The Port states that the incentive 
amounts will be contingent upon compliance with the OCC-ULCV Program policies and guidelines. 
The Port will be responsible for all of the financial payouts earned under the Incentive Program. 
Funding for the proposed Tariff Amendment will be included in the proposed FY 2020 budget as 
part of the annual budgetary adoption process.

RHLABN: 10190111
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ATTACHMENT I

ORDINANCE NO.

An ordinance approving Order No. of the Board of Harbor Commissioners of the City of Los 
Angeles, amending Port of Los Angeles Tariff No. 4.

THE PEOPLE OF THE CITY OF LOS ANGELES 
DO ORDAIN AS FOLLOWS:

Section 1. That Order No. 19-7265 arid adopted by the Board of Harbor Commissioners of the 
City of Los Angeles on the 7 day of March 2019, amending Port of Los Angeles Tariff No. 4, be, 
and the same is here by ratified, confirmed and approved, which Order is in words and figures 
as follows:

ORDER NO 19-7265

An Order of the Board of Harbor Commissioners of the City of Los Angeles 
amending Port of Los Angeles Tariff No. 4.

THE BOARD OF HARBOR COMMISSIONERS OF THE CITY OF LOS 
ANGELES DOES HEREBY ORDER AS FOLLOWS:

Section 1. Port of Los Angeles Tariff No. 4, adopted July 12,1989, 
by Order No. 5837, and Ordinance No. 165,789, adopted April 10,1990, as amended, 
is further amended as set forth in Exhibit "A,” attached hereto and incorporated herein 
by reference.

Section 2. The Director of Environmental Management has determined that the 
proposed action is exempt from the requirements of the California Environmental 
Quality Act (CEQA) in accordance with Article II, Section 2(f) and Article III, Class 6(2) 
of the Los Angeles City CEQA Guidelines.

Section 3. The Board Secretary shall certify to the adoption of this Order hy the 
Board of Harbor Commissioners and shall cause the same to be published once in a 
daily newspaper printed and published in the City of Los Angeles, as well as posted 
electronically on the Port of Los Angeles website.

Section 4. The Board Secretary shall transmit to the City Council for approval 
the Order and Ordinance approving the amendment to Tariff No. 4 pursuant to City 
Charter Section 653(a).

Transmittal
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Section 5. The Board Secretary shall execute the proposed Board 
Order and Ordinance amending Tariff No. 4, and upon its publication, transmit 
the Order and Ordinance to the Chief Wharfinger for implementation of the 
tariff change and posting the amended Tariff No. 4 to the Port's website as 
regulated by the Federal Maritime Commission.

I HEREBY CERTIFY THAT the 
foregoing Order was adopted by

Harbor
Commissioners of the City of Los 
Angeles at its meeting held on 
March 7. 2019

the Board of

AMK

AMBER M. KLESGES 
Board Secretary

Sec. 2. That, pursuant to the provisions of Section 653(b) of the City Charter, the 
Board of Harbor Commissioners shall have the power to suspend, modify or amend 
temporarily any of the rules or regulations, or any of the rates, tolls or charges 
prescribed by the aforesaid Order of the Board of Harbor Commissioners for periods not 
exceeding ninety (90) days, and shall have power to place in effect for a like period of 
time any temporary rule or regulation, rate, toll or charge for the Harbor District.

Sec. 3. The City Clerk shall certify to the passage of this ordinance and have it 
published in accordance with Council policy, either in a daily newspaper circulated in 
the City of Los Angeles or by posting for ten days in three public places in the City of 
Los Angeles City Hall; one copy on the bulletin board located at the Main Street 
entrance to the Los Angeles City Hall East; and one copy on the bulletin board located 
at the Temple Street entrance to the Los Angeles County Hal! of Records.

Approved as to Form and Legality

MICHAEL N. FEUER, City Attorney

2



ATTACHMENT II

Original Page 210-ADPORT OF LOS ANGELES - TARIFF NO. 4

SECTION TWENTY-THREE
INCENTIVES - GENERAL RULES AND REGULATIONS

Item No.

DEFINITIONS OCEAN COMMON CARRIER - ULTRA LARGE 
CONTAINER VESSEL INCENTIVE PROGRAM

“ALTERNATIVE MARITIME POWER (AMP)” means an air emission reduction 
technology that allows ships to be powered by shore supplied electrical power while at 
berth rather than running their auxiliary diesel engines.

“BOARD” means the Board of Harbor Commissioners of the City of Los Angeles.

“CONTAINER REPORT” means a report produced by the Terminal Operator 
upon completion of the loading and discharge operations of a vessel showing the total 
number of containers loaded and or discharged of such vessel.

“MINIMUM TEU VOLUME” means a minimum of 24,500 TEU of the loaded 
and empty container volume combined, delivered to the Port of Los Angeles by all 
Ocean Common Carriers having loaded and empty containers on one Ultra Large 
Container Vessel for which one of the Ocean Common Carriers is the Vessel Operator.

+
2326

“OCEAN COMMON CARRIER” means a vessel-operating common carrier as 
defined in the Shipping Act of 1984, whose vessels call at Port of Los Angeles.

“PORT OF LOS ANGELES” All the navigable waters within the City of Los 
Angeles included within, or northerly of, the Los Angeles Harbor Breakwater and the 
easterly prolongation thereof in a straight line to its intersection with the easterly 
boundary line of the City of Los Angeles are herein designated and referred to as the 
“Port of Los Angeles” or “Los Angeles Harbor.

“TEU” means the unit of measurement that is derived by converting the actual 
length of a cargo container into twenty-foot equivalent units.

“TEU VOLUME” means loaded and empty container volume combined, delivered 
to the Port of Los Angeles by an Ocean Common Carrier.

“ULTRA LARGE CONTAINER VESSEL” means an ocean going container 
vessel with a registered Length Overall of minimum 398 meters, and a width of 
minimum 54 meters according to Lloyd’s Register.

See Item 10 for explanation of abbreviations and symbols.
Order No. Adopted

Correction No. Ordinance No. EFFECTIVE:

Transmittal 3



PORT OF LOS ANGELES - TARIFF NO. 4 Original Page .210-AE

SECTION TWENTY-THREE
INCENTIVES - GENERAL RULES AND REGULATIONS

Item No.

“VESSEL OPERATOR” shall be determined by the Port by reference to Lloyd’s 
Register. Any operator disagreeing with this determination shall have 30 days from 
notice of this determination to submit documentation that a vessel is in fact operated by 
an operator other than the one listed in Lloyd’s Register. Upon review of this 
information, the Port may amend its initial determination at the sole discretion of the 
Executive Director.

+
2326

(Cont.)

OCEAN COMMON CARRIER- ULTRA LARGE CONTAINER VESSEL 
INCENTIVE PROGRAM AND ELIGIBILITY REQUIREMENTS

An Ocean Common Carrier is eligible to receive a $10 per loaded TEU that 
the Ocean Common Carrier delivered on its behalf to the Port of Los Angeles. Payment 
to the eligible Ocean Common Carrier shall be limited to the TEU Volume of one Ultra 
Large Container Vessel for which the Ocean Common Carrier is the Vessel Operator, 
and where the Minimum TEU Volume requirement was met. The maximum payment an 
Ocean Common Carrier can receive under this item shall not exceed $150,000, and is 
limited to one of the Ocean Common Carrier’s Ultra Large Container Vessels this 
Ocean Common Carrier operates on behalf of itself, and limited to one vessel visit of 
that Ultra Large Container Vessel at the Port of Los Angeles.

(a)

+
2327

(b) An Ocean Common Carrier that previously received a financial incentive 
from the Harbor Department, directly, or indirectly through a previously Board 
approved permit amendment providing a cost reduction to that Ocean Common Carrier 
to handle an Ultra Large Container Vessel shall not be eligible to receive an Ultra Large 
Container Vessel Incentive under this Tariff item.

Ocean Common Carriers that merged their container shipping operations into a 
newly formed of existing Ocean Common Carrier shall be eligible for this incentive 
program, unless one or more of the now merged Ocean Common Carriers previously 
received a financial incentive from the Harbor Department directly, or indirectly through 
a previous Board approved permit amendment providing a cost reduction to that Ocean 
Common Carrier to handle one of its Ultra Large Container Vessel operated at the Port 
of Los Angeles.

See Item 10 for explanation of abbreviations and symbols.
Order No. Adopted

Adopted EFFECTIVE:Correction No. Ordinance No.



PORT OF LOS ANGELES - TARIFF NO. 4 Original Page 210-AF

SECTION TWENTY-THREE
INCENTIVES - GENERAL RULES AND REGULATIONS

Item No.

OCEAN COMMON CARRIER - ULTRA LARGE CONTAINER VESSEL 
INCENTIVE PROGRAM AND ELIGIBILITY REQUIREMENTS - Continued

(c) In order for the Ocean Common Carrier to be entitled to receive payments 
under this program, the Ocean Common Carrier or their agent shall be required to:

1. Transmit electronically to the Harbor Department the manifest and 
container information in accordance with the schedule provided in Item No 2325. 
This electronic transmission shall be through preapproved contractual EDI 
procedures or through other procedures and formats approved by the Executive 
Director.

2. Meet the requirements of the Vessel Speed Reduction Program provided in 
Section Twenty, Item No. 2045 during this Ultra Large Container Vessel’s call at 
the Port of Los Angeles.

3. Use AMP or equivalent emissions reduction technology during this Ultra 
Large Container Vessel’s call at the Port of Los Angeles.

(d) The Port of Los Angeles shall, within (30) days of receipt of the TEU
Volumes delivered by an individual Ocean Common Carrier of one of its Ultra Large 
Container Vessels it operated at the Port of Los Angeles, determine the actual 
monetary payment the eligible Ocean Common Carrier is entitled to receive by 
reconciling the following:

+
2327

(Cont.)

1. Ocean Common Carrier data according to Item No. 255

2. The Terminal Operator supplied Container Report

An Ocean Common Carrier potentially entitled to payment under this incentive 
program shall submit a written request for payment, directed to the Executive Director 
within (60) days of the Ultra Large Container Vessel arrival at the Port of Los Angeles. 
Payments made under this program, if any, shall be paid in one-time, lump-sum 
payments. Die determination as to Whether an Ocean Common Carrier is entitled to 
receive an incentive payment under this program and the amount of such payment shall 
be resolved by the Executive Director at his or her sole discretion. To be paid an 
incentive, the Ocean Common Carrier must have filed a Los Angeles Business Tax 
Registration Certificate and federal tax form W-9 or form W-8BEN with the Port of Los 
Angeles.

See Hem 10 for explanation of abbreviations and symbols.
Adopted
Adopted

Order No.
Ordinance No.Correction No. EFFECTIVE:



PORT OF LOS ANGELES - TARIFF NO. 4 Original Page, 

Cancels Page..

210AG

210A

SECTION TWENTY-THREE
INCENTIVES - GENERAL RULES AND REGULATIONS

Item No.

OCEAN COMMON CARRIER - ULTRA LARGE CONTAINER VESSEL 
INCENTIVE PROGRAM AND ELIGIBILITY REQUIREMENTS - Continued

The Ocean Common Carrier - Ultra Large Container Vessel Incentive 
Program under Item No. 2327 shall remain valid for minimum period of one 12 month 
period commencing on March 1, 2019, and continue until terminated at the discretion of 
the City of Los Angeles Board of Harbor Commissioners.

(e)
+

2327
(Cont.)

DEFINITIONS CRUISE VESSEL INCENTIVE PROGRAM

For purposes of Item 2330, Item 2335, and Item 2340 the following definitions
shall applyr

“Cruise Year” is defined as the twelve month period beginning September 1st 
through August 31st of the following calendar year.

Cruise Vessel Operator” shall be determined by the Port in reference to the 
operator listed in the Lloyds Register of Ships or the parent of a wholly owned subsidiary 
which is listed as the operator in the Lloyds Register of Ships. Any Cruise Vessel 
Operator disagreeing with this determination shall have 30 days from1 notice of this 
determination to submit documents that a vessel is in fact operated by an operator other 
than the one listed in Lloyd’s Register of Ships. Upon review of this information, the Port 
may amend its initial determination at the exclusive discretion of the Executive Director.

2330

“Summer Season” is defined as the four month period beginning May 15th 
through September 15th during the same calendar year.

See Item 10 for explanation of abbreviations and symbols.
Order No. 16-7208

Correction No. 701 Ordinance No. 184562
Adopted September 15,2016 
Adopted November 9,2016 EFFECTIVE: December 24,2016


