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Re:

Honorable Members of the City Council of the City of Los Angeles:

The Port of Los Angeles (“Port” or “POLA”) submits herewith an Appeal Response addressing the 
multiple appeals of the Board of Harbor Commissioners’ (“Board”) decision to certify the Final 
Supplemental Environmental Impact Report (“SEIR”) for the “Revised Project” at the China Shipping 
Terminal, Berths 97-109 (the “Terminal”). The Port urges the City Council to uphold the certification of 
the SEIR and to deny the appeal.

The Revised Project, by replacing unworkable mitigation measures with modified measures that the Port 
has determined will result in the maximum feasible level of impact-reduction, will allow for continued 
operation of the Terminal, generating revenues to the Port, and providing economic benefits to the 
community. When it approved the Revised Project in October 2019, the Board carefully considered the 
policy implications of certifying the SEIR and Revised Project, including the comments made by 
members of the public. The Board weighed the cost of not approving the Revised Project. For example, 
if the China Shipping Terminal cannot continue to operate, it could result in jobs being displaced and 
could delay implementation of environmental protection measures. There was also evidence presented 
showing that, if the China Shipping Terminal had to'be shut down, the containers would go to one of 
two terminals at the Port of Long Beach, one of which is automated, and, therefore, would have less 
jobs, and the other of which would be more polluting. Ultimately, the Board adopted the Statement of 
Overriding Considerations, finding that there were multiple overriding considerations sufficient to 
justify adoption of the Revised Project and certification of the completed Final SEIR.
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However, in the interim since the Board’s decision, the COVID-19 pandemic happened. The 
COVID-19 pandemic and public health crisis have created an unexpected change in economic 
conditions where Asia-United States container trade has plummeted, along with the Port’s volumes and 
revenues. The Port’s expert Ron Widdows issued a supplemental opinion (attached hereto) about the 
economic impact of the COVID-19 pandemic on the shipping industry in general and the China 
Shipping terminal in particular. On April 19, 2020, there was a report that the West Basin Container 
Terminal - China Shipping at the Port of Los Angeles has announced to its workers that it will be 
making layoffs. As Executive Director, I write separately in this letter to address the impact of the 
unique and changed circumstances due to COVID-19 on the Revised Project before the City Council. In 
short, the COVID-19 pandemic has brought additional financial pressure on the Port and China Shipping 
and has amplified the concerns that led to the revision of the mitigation measures in the first instance. 
More than ever, this changed climate has brought into sharp focus the Port’s need to impose feasible 
measures that can be actually be implemented. It also highlights the need to reject demands for 
infeasible mitigation measures that cannot be implemented, driving companies away and making the 
Port uncompetitive.

As you are aware, the Port of Los Angeles is the leading seaport in North America in terms of shipping 
container volume and cargo value, generating more than 530,000 regional jobs and $35 billion in annual 
wages and tax revenues. Operating for more than a century, POLA has long been a critical hub for 
global trade, national cargo transportation and related industrial uses. Together with the Port of Long 
Beach, it handles up to 64% of all containerized cargo on the West Coast, and about 35% of all 
container shipping in the United States. For the Fiscal Year ending June 30, 2019, POLA processed 9.7 
million TEUs (twenty-foot equivalent units, a standardized maritime industry measurement used when 
counting cargo containers of varying lengths) of cargo through its terminals.

COVID-19 was an economic shock hitting POLA and the container terminal tenants. As of April 28, 
2020, cargo is moving through all terminals at POLA at about 80% of normal volume from this time last 
year. Because of the impacts of COVID-19, there have been 58 canceled sailings to POLA from 
February to May 31, 2020. The number of canceled sailings planned for the second quarter is expected 
to continue. There is significant uncertainty moving forward, including how quickly the economy can 
recover from the closure of businesses, massive job losses and the resulting impacts on consumer 
confidence, as well as whether there will be a second wave of COVID-19 later in the year. All of the 
container terminal tenants are open and ready for business, but now they are also looking for bailouts 
such as the postponement of rent due to the impacts of the COVID-19 crisis. Each day unemployment 
news becomes more dire with record numbers of people being laid off or seeking unemployment 
benefits. It is essential that the valuable jobs, both direct and indirectly tied to this Terminal, be 
preserved.

Maintaining normal operations at the China Shipping Terminal is critical not only for the Port’s workers, 
but also for the availability of critically needed cargo for the region. At the outset of the COVID-19 
global health crisis, I led the Port’s response to the pandemic, keeping cargo flowing as an essential 
service to the nation. In March 2020,1 was named by Mayor Garcetti as Chief Logistics Officer for the 
City of Los Angeles. While maintaining my duties as the Port’s Executive Director, I also lead the 
Logistics Victory Los Angeles (LoVLA) effort and have assembled a 20-member team to assist in 
getting critical health care and emergency supplies into the hands of those that need them most.
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Notably, at least 15 percent of the medical supplies coming into the Port go through the China Shipping 
Terminal. These medical supplies include critically needed items such as IV units, ventilators and 
personal protective equipment (PPEs). Most of these medical supplies are purchased from 
manufacturing in China.

Project opponents have tried to make the Revised Project into a decision between environmental and 
economic concerns, but that is not the case. The Board of Harbor Commissioners approved the Revised 
Project and certified the SEIR because it is needed to ensure the full implementation of all feasible 
mitigation measures for the China Shipping Terminal to address the significant environmental issues in 
the area. In this respect, it is important to recognize that POLA has some of the most stringent 
environmental protections compared to other ports. Further, although China Shipping does not have 
mitigations measures written into Permit 999, due to this dispute, China Shipping has complied with all 
feasible measures.

POLA will require that the revised mitigation measures that are the subject of the Revised Project will 
be made part of the Fifth Amendment to Permit 999 with China Shipping. The equipment that China 
Shipping is being asked to use by the mitigation measures in the Revised Project is first generation and 
will ensure greater environmental protections than those required at other ports. Indeed, when the 
mitigation measures in the Revised Project are incorporated into the Fifth Amendment to Permit 999 
with China Shipping, they will make the China Shipping Terminal the cleanest conventional terminal in 
the world.

In addition to incorporating the mitigation requirements into all permits, all terminals in POLA had EIRs 
prepared for their permits. By contrast, the Port of Long Beach has not done an EIR for a container 
terminal in the last 15 years. POLA staff has done an extensive comparison of the mitigation 
requirements on container terminals between POLA and the Port of Long Beach and has concluded that 
mitigation requirements on container terminals at the Port of Long Beach are weaker than POLA’s 
requirements. For example, the Port of Long Beach recently approved a 20-year extension for its SS A 
permit on Pier J without the same environmental protections that POLA requires of its terminals- in fact 
they simply exempted it from CEQA entirely. China Shipping has recently moved some of its ships to 
this terminal in the Port of Long Beach, due at least in part to the less stringent mitigation measures at 
this terminal in the Port of Long Beach.

Given how the Port is already suffering in light of these unexpected economic and operational changes, 
it is alarming and grossly irresponsible that project opponent and appellant NRDC has publicly stated 
plans to seek an injunction to shut down the China Shipping Terminal completely if their efforts to set 
aside the Port’s certification of the SEIR are not successful. (See Transcript of 10/8/19 Board Hearing, 
p. 21.) The impacts of a shutdown cannot be overstated especially in view of the catastrophic ongoing 
impacts of the pandemic on our economy. The China Shipping Terminal provides 800 longshore jobs 
per day, as well as supporting 1,200 truck drivers per day and 75 jobs in terminal operations. Many of 
these jobs would be lost, not merely moved to another terminal at the Port. The cargo, and the work 
generated by that cargo, would likely be shifted to one of two terminals at the Port of Long Beach, 
which, as noted above, would not have the same strict environmental standards or would be highly 
automated, resulting in a net loss of jobs. Or the cargo would move to another part of the country 
altogether, resulting in regional job loss and, again, more pollution due to the negligible air quality
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requirements of other jurisdictions. The Port’s investment of public monies in upgrading the facilities 
and vessels to provide greater air quality benefits would be lost. Plus, the China Shipping Terminal’s 
role as a gateway for bringing in critically needed medical supplies from China would be cut off, 
interrupting the supply chain and jeopardizing lives.

Significant money has already been expended in implementing this project, and the Revised Project is 
needed to ensure public health through environmental standards that can be maintained, while 
safeguarding jobs, particularly in light of the already severe strain placed on POLA, China Shipping and 
the economy by the COVID-19 pandemic. I, therefore, urge the City Council to uphold the certification 
of the SEIR and to deny the appeal.

Very truly yours,

EUGENE D. SEROKA 
Executive Director

Attachment: Ron Widdows Supplemental Expert Opinion

3534196.1



Ronald D. Widdows & Associates

May 11,2020

On December 20, 2019,1 issued a written statement opining on the following issues relating to 
the proposed modified mitigation measures analyzed as the Revised Project in the Final 
Supplemental Environmental Impact Report (SEIR) for the China Shipping Terminal in the Port 
of Los Angeles:

• If the original 10 mitigation measures from the 2008 EIR/EIS were imposed on 
the China Shipping terminal at the Port of Los Angeles (POLA), what would be 
the likely response from China Shipping from an operational standpoint?

• Would it be economically infeasible for China Shipping to replace its existing 
yard equipment (which has remaining useful life) with newly purchased cleaner 
equipment on a faster timeline than that proposed in the SEIR?

My December 20, 2019 opinion is still accurate and correct. However, in light of the recent 
COVID-19 pandemic and its effects on the worldwide economy, I am issuing this supplemental 
opinion to discuss the impact of the COVID-19 crisis on the shipping industry in general, and 
China Shipping in particular.

Impact of COVID-19 on the Shipping Industry

As I stated in my December 20, 2019 opinion, the shipping industry has undergone significant 
changes in recent years, which affects the economic viability of and places constraints 
individual shipping companies and terminals. The COVID-19 crisis has placed extreme 
pressures on the shipping industry in general.

The market softness through the second hall of 2019, which was driven almost entirely by the 
impact of U.S. China trade policy, continued into the early months of 2020. However the 
protracted shut down of the China manufacturing sector related to the emergence and spread of 
COVID-19 produced a dramatic reduction in trade flows globally, significantly so in the 
Transpacific trade and especially impacting flows through Southern California.
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Far East-US Trade Capacity

PMSA
West Coast Trade Report

March import data reflected to the left for 
the major ports in the U.S:Apnl 2020

First Glimpse at the March 
Port Tallies LA & Savannah took the brunt of the fall-off 

in March.
March 2020 Year-over-Year Inbound Loads
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first ships post China restart began arriving 
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♦ 25.9%
Los Angeles
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Long Beach

n
tesmBm Following on from the cratering of volumes 

in March, April port throughput (not 
reflected in the data here) improved, 
however, indications in the market are that 
May is likely to soften as the effects of 
retailers are cancelling orders and delaying 
shipments due to an uncertain consumer 
demand

♦ 10.3% + 28.2%
Oakland NWSA
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♦ 21.1% In April, Carriers increased the pace of 
blanked sailings; which will affect the 
number of ship calls/volumes into the U.S. in 
May and June.

In terms of the broader container shipping market, the picture is clear regarding the significance 
of the impact during the early months of 2020: February was significantly impacted, March 
showed even greater levels of volume deterioration.

With the beginnings of a return of production in China, ships that did sail in March resulted in an 
increase in imports to the U.S. in April, however, overall capacity utilization continued to fall 
the chart below indicates.
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Some tonnage was phased back into schedules that had been dismantled over the last few 
months, the result being that April improved relative to Jan/Feb/March but was still not fully 
back to a more normal cadence and volume flow.

Anticipating a surge in demand out of China, a number of carriers dispatched ships to the West 
Coast to begin to evacuate the large idle inventory of empty containers that now clog the marine 
terminals. Empty containers are not returned to Asia, combined with containers tied up with 
cargo being held at origin or in transit, will result in equipment shortages in Asia broadly not 
only in China. The result is that carriers are having to lease additional assets to service demand 
even in an overall market that is soft. That is just one more factor that negatively impacts their 
costs.

Unfortunately, the effects of COVID-19 on U.S. consumer confidence/spending have taken a 
sharp and dramatic downturn which has brought a halt to the enthusiasm of an upswing.

The pull back in retail spending in the U.S. was the largest monthly drop in nearly 3 decades

Kiplinger = minu qmarch fleliil S»l» Ugly. With Mote Bad Hens Ahead

10, iOko

One word for March retail sales: 
Ugly. Retail sales plunged by 8.7% 
in March. It's the worst monthly 

decline in the 28 years the 
government has been tracking 
sales data. Since stores were open 
in early March, April’s figures are 
likely to be worse.
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Unemployment likely to hit 
1046 during lockdowns More »JOBS The drop in spending at restaurants 

aside, all other retail segments map 
directly to the cratering of import 
volumes from Asia, China in particular
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Consumer Sentiment is continuing to 
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(-26.5%). The longer this sales 
plunge lasts, the worse the 
prospects get for brick-and- 
mortar retailers selling 

discretionary items. Reuters 
reported long-struggling mall retailer JCPenney (JCP) was exploring a 
bankruptcy filing. Restaurants are also likely to see slow going, even after 
lockdowns are lifted, as social distancing will most likely become the norm 
for the rest of the year.
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Total inactive containership fleet capacity / % of total fleet 
Total Inactive TEU

-------Inactive fleet as % of total fleet

ALPHALINER

' ' 14%

12%

To see a sustainable return of Consumer Confidence, the massive level of unemployment will 
have to ease, a fundamentally different situation than the 2009 post-financial crisis dynamic.

Chart 2 - U.S. Unemployment Claims. Biggest spike on record - and that's 
with some states having bottlenecks around claim filings

Relative to the 2009 Financial Crisis, 
job losses attributable to COVID 19 . 
dwarf's unemployment in 2020

Given the nature of the business closures due to COVID-19 
and the attendant job losses, the potential exists for a 
return to employment of a large number of the likely 30m 
workers who will have lost employment by the end of this 
week.
Even so, consumer confidence and a return to more 
"normal" levels of consumer spending is likely to take until 
sometime in 2021 to recover....potentially longer

There were 41 "blank” sailings, i.e., cancelled voyages in the Transpacific during the first quarter 
of 2020. Historically that number would have been in the range of 10-12. Post Lunar New Year, 
the number of blank sailings looking out over the next month has increased to 77 and is likely to 
grow.

The chart below from Alphaliner in February showed nearly 15% of global container ship 
capacity being idled. Based on announcements made by a number of carriers publicly throughout 
April, idle capacity in May and June is forecast to increase.

Fleet of inactive containerships hits new high
The inactive containership fleet has once again hit a record high, with 
402 ships for 2.46 Mteu without employment as at 2 March 2020, 
surpassing the record of 2.04 Mteu that was registered just two 
weeks earlier.
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April idle capacity data 
should decrease, followed by 
what is forecast to be an 
increase in May/June
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Top 10 Container Ports : Monthly Throughput (to Mar 2020)

The throughput data in the chart to the left 
reflects activity through March 2020.'Shanghai 

Singapore 
Ningbo 
Busan 

—•—Guangzhou 
—Qingdao 

Shenzhen 
“ — Hong Kong 

Tianjin 
LA/LB

March data provides a window into 
indications of the re-start of Chinese 
production/port opening and the initial 
increase in throughput as the first vessels 
lifted pent up volume that bottomed out in 
late Feb/early March
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It is impossible at today’s date to forecast the point in time when earners service structures and 
frequency of vessel calls into the U.S. West Coast, the Port of Los Angeles in particular will 
return to normal.

Volumes beginning in May, which in a normal year is soft, were, only weeks ago anticipated to 
improve as importers begin to rebuild their inventories that have been badly depleted both as 
consequence of tariffs and more dramatically so by the impact of COVID-19, are now forecast to 
continue to be anemic.

a

Overall East/West trade volumes and major port volume flows are reflected in the two charts 
below in a Alphaliner April update.
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While capacity was down 13.4% y-o-y in April, as indicated in the PMSA data, the Southern 
California basin ports, LA in particular took a disproportionate level of impact.
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What is now becoming obvious is that due to the cratering of consumer demand and the closure 
of much of the retail sector, importers are moving with urgency to: cancel purchase orders, 
cancel bookings at origin in Asia, abandoning cargo already sitting on the terminals in Asia, 
refusing to take delivery of their loads already available on marine terminals in the U.S. 
Additionally, a number of carriers; MSC and CM A CGM most notably have offered shippers to 
hold their cargo in-transit at a number of locations globally.

What is concerning as we look beyond whatever restocking of inventories takes place over the 
next few months is the potential for a further pull back by the U.S. consumer driven by fear, and 
the volatility of the stock market that results in a demand shock similar to or even worse than 
what we saw in the financial crisis in 2009.

Based on the dynamics we see in the market today, it is reasonable to assume that the Year-over
Year volume drop over the Southern California gateway will be considerable.

Ocean carriers are going to under incredible pressure due to:

• The burden of the billions of dollars in investment in assets that are both under-utilized or 
idled due to the sharp drop in volumes. The enormous fixed cost and limited 
opportunities to mitigate those cost in the near term will put some carriers at risk.

• Impact of having millions of TEUs of equipment frustrated throughout their network.

• Dislocation of empty equipment trapped in the U.S. due to the lack of ship calls during 
the first quarter of 2020.

• Raising cost of inland transport as trucking cost are impacted.

• Ocean freight rates that will continue to be under pressure as carriers scramble to fill 
what tonnage they do chose to deploy.

The cumulative effect of the operating environment will have all carriers seeking to lower their 
cost through any means possible; avoiding new capital spending, disposing of non-essential 
assets, doing anything possible to reduce operating costs.

It should be noted that it took many years for volumes that disappeared during the financial crisis 
in 2009 to return to 2008 levels. This occurred in an environment that was not remotely as 
impactful to employment in the U.S. as the COVID-19 crisis.

Impact of COVID-19 on China Shipping

As I stated in my December 20, 2019 opinion, imposition of mitigation measures originally 
approved in the 2008 EIS/EIR that would require replacement of existing yard equipment prior 
to expiration of its remaining useful life, would likely result in a decision by Cosco to relocate 
activities currently conducted at the China Shipping Container Terminal to one or more other 
terminals in the Port of Los Angeles, the Port of Long Beach or another port.
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FE • North America Weekly Capacity in nominal TEU

COSCO Group 68,470

CMACGM Group 64,835

APM-Maersk 61,447

54,970

Evergreen 45,986
Source: Alphaliner

Cosco Group (inclusive of China Shipping & OOCL) is now the #1 carrier in the Transpacific 
trade which is material to the impact to the ports on the West Coast of the U.S. especially the 
ports in the Southern California basin.

OOCL has recently (pre-COVID-19 pandemic) ordered 5 X 23,000+ TEU ships to add to their 
fleet. While these ships will be directed to the Asia/Europe trade, it will cascade more ships in 
the 14,000 TEU range into services that serve the U.S.

The timing of the emergence and spread of COVID-19 has impacted the performance of all 
players in the container shipping sector. Coming on the heels of the aggressive expansion of 
Cosco, it has and will have an enormous value-destroying effect for some time to come.

11060 E. Gold Dust Avenue, Scottsdale Arizona 85259

Similarly, a revision of the modified mitigation measures in the Revised Project, suggested by 
commenters on the SEIR, that would require replacement of existing yard equipment prior to 
expiration of its remaining useful life, would likely result in a decision by Cosco to relocate 
activities currently conducted at the China Shipping Container Terminal to one or more of the 
other terminals in the Port of Los Angeles, the Port of Long Beach or another poit.

The COVID-19 pandemic has further exacerbated the financial pressure on China Shipping and 
its operation of the China Shipping Terminal at the Port of Los Angeles.

In terms of the impact specifically to China Shipping, it’s worth stepping back and considering 
the development of the Carrier that is now “Cosco”, and the Cosco Group which is the product of 
the merger of Cosco and China Shipping and the acquisition of OOCL by Cosco.

This series of transactions has created the #3 largest carrier in the container shipping sector.
Cosco is a fundamentally changed entity from the relatively narrow business and much smaller 
entity that was China Shipping.

The considerations relative to the China Shipping terminal issues in the West Basin of the Port of 
Los Angeles now include contemplating the behaviors of the entire enterprise and not just that of 
China Shipping.
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Cosco’s listed entity (listed in Hongkong provides a glimpse into financial performance) has 
seen its value reduced to less than half of the value around the time of their acquisition of OOCL. 
Nearly all major carriers have seen similar impacts, initially fueled by the U.S./China trade 
dynamics that led to the imposition of tariffs on goods moving between China and the U.S.
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It is reasonable to assume that the dramatic developments as a result of COVID-19 are likely to 
have a disproportionate impact on Cosco as their portfolio of customers they serve is heavily 
weighted to Chinese companies and companies who source from China. A reduction in demand 
specific to China has a direct impact on the core of the Cosco Group’s business.

Regarding how the COVID-19 might be expected to impact the Cosco Group’s behavior as it 
relates to the ongoing issues at the former China Shipping terminal in the Port of Los Angeles, it 
is reasonable to assume that they will be driven by the following:

• The need to bring down cost and keep their cost down for the foreseeable future will be 
priority.

• As with all carriers, the Cosco Group will seek to delay incremental capital investment 
the ground in the U.S. as their volumes are impacted and their fixed cost continue to be 
burden.

a

on
a

The urge to consolidate into a smaller terminal footprint as one of the mechanisms to 
reduce exposure to costs will be there.

There continues to be options available to the Cosco Group to realign their network to 
make use of alliance partner terminals as opposed to its use of a small inefficient terminal 
if cost exposure there grows.

The group also has options for decreasing its mix of West Coast/East Coast volume flow 
if they can access lower cost.
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The fact is that the former China Shipping terminal in the Port of Los Angeles is the least 
efficient terminal that their group utilizes in Southern California.

Anything that portends increases in cost, and mandated capital investment, in a terminal with 
limited capabilities has been seen as impractical, and would add fuel to the Cosco Group’s 
efforts to minimize their use of that terminal.

That was the infonned view of the Port of Los Angeles prior to COVID-19, and is certainly true 
in the COVID-19 environment that exists today.

Forcing the kinds of environmental mitigation investments that were originally contemplated in 
the 2008 EIS/EIR was not practical or feasible, as was articulated in my previous opinion. Given 
the dynamics that have developed due to COVID-19, and the lengthy time for the U.S. economy, 
the container shipping industry and any major carrier to recover, it is not remotely worth 
contemplating proceeding with the subject mitigation measures originally approved in the 2008 
EIS/EIR ii the desired outcome is to have the Cosco Group continue the current operations at the 
China Shipping terminal.

Ronald D. Widdows 
Principal
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