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REPORT from

OFFICE OF THE CITY ADMINISTRATIVE OFFICER

Date: February 18, 2021 CAO File No.
Council File No. 
Council District: 15

0150-03656-0094

To: The Mayor

From: Richard H. Llewellyn, Jr., City Administrative Officer

Reference: Correspondence from the Harbor Department dated January 14, 2021; referred by 
the Mayor for report February 5, 2021

Subject: PROPOSED PERMANENT ORDER AMENDING PORT OF LOS ANGELES 
TARIFF NO. 4, SECTION 23, INCENTIVES, TO ESTABLISH TRUCK TURN-TIME 
AND DUAL TRANSACTION INCENTIVE PROGRAMS FOR CONTAINER 
TERMINAL OPERATORS

RECOMMENDATIONS

Approve Harbor Department (Port) Resolution No. 21-9752 authorizing the adoption of Permanent 
Order No. 21-7288 and a corresponding Ordinance to amend Port of Los Angeles Tariff No. 4, 
Section 23, Incentives, by adding Item Nos. 2345, 2346, 2350, and 2351 to establish definitions 
and rates for the Truck Turn-Time and Dual Transaction Incentive Programs for container terminal 
operators; and, 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. 21-9752 authorizing the adoption of Permanent Order No. 21-7288 and a 
corresponding Ordinance to amend Port of Los Angeles (POLA) Tariff No. 4 Port Fees, Rules and 
Regulations (Tariff), Section 23, Incentives, by adding Item Nos. 2345, 2346, 2350, and 2351, 
effective February 1, 2021. The proposed Tariff Amendment will provide definitions and rates for 
the Port to establish a Truck Turn-Time Incentive Program and a Dual Transaction Incentive 
Program (collectively, Incentive Programs) to provide financial incentives to container terminal 
operators (CTOs) to reduce truck turn-times at marine terminals and increase efficiency of terminal 
and truck gate operations in an effort to increase the Port’s competitive position.

A Temporary Order, authorized by the Board and effective on February 1, 2021, currently 
authorizes the same provisions as the proposed Tariff Amendment, but is only effective for 90 days 
pending Council approval of the Permanent Order and corresponding Ordinance, pursuant to 
Charter Sections 653(a) and (b).
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BACKGROUND

The Port periodically pursues incentive programs with various POLA tenants and partners in an 
effort to promote more efficient operations and increase the Port’s competitive position, which are 
key components of the Port’s Strategic Plan. The proposed Tariff Amendment and Incentive 
Programs target the seven current CTOs that operate at POLA: APM, Everport, Fenix Marine, 
TraPac, Yusen, China Shipping, and Yang Ming. These marine terminals are serviced by container 
shipping companies, drayage truck drivers, and trucking companies that facilitate the material and 
goods movement of twenty-foot equivalent (TEU) containers. The Port’s various permit agreements 
with each CTO generally provide compensation to the Port for every TEU container processed, 
with 9-10 million TEUs processed through POLA annually. The Port proposes incentivizing CTOs 
to increase efficiency by better scheduling and facilitating two facets of the supply chain:

1. Faster truck turn-times—the period of time it takes a truck driver to enter a CTO facility, pick 
up and/or drop off a shipping container and exit the facility; and,

2. Dual transactions—transactions involving a truck driver delivering a shipping container at a 
CTO and obtaining a different container for subsequent delivery prior to leaving the CTO 
facility.

Proposed Tariff Amendment Item Nos. 2345, "Definitions Container Terminal Tenant Truck Turn
Time Incentive Program” and 2346, "Container Terminal Tenant Truck Turn-Time Incentive 
Program and Eligibility Requirements” provide definitions, terms and rates for the Truck Turn-Time 
Incentive Program (TTTIP). The Port states that turn-time averages for the seven CTOs was 66 
minutes in January 2021. The TTTIP offers CTOs incentives for improving truck turn-times and 
then sustaining low turn-times when the monthly average reaches 35 minutes or less. A terminal 
improving truck turn-times by 5 to 20 percent during a month would earn an incentive ranging 
between 50 cents and $2.75 per loaded or empty trucked TEU. Improvement would be calculated 
in comparison to a quarterly Truck Turn-Time Baseline from the prior year, with the first Baseline 
quarter being January 1, 2020 through March 31, 2020. CTOs would additionally earn a financial 
incentive of $3.00 per loaded or empty trucked TEU for a 35-minute or better average truck turn
time for any given month during the incentive period. The Port estimates that approximately 40 
percent of TEUs processed through POLA in the first year of the Incentive Programs will qualify for 
the TTTIP improvement payouts, translating to $5.08 million, and an additional 72,000 TEUs 
processed will meet the 35-minute turn-time threshold, resulting in payouts of approximately 
$217,000.

Definitions Container Terminal Tenant DualProposed Tariff Amendment Item Nos. 2350,
Transaction Incentive Program” and 2351, "Container Terminal Tenant Dual Transaction Incentive 
Program and Eligibility Requirements” provide definitions, terms and rates for the Dual Transaction 
Incentive Program (DTIP). Under the DTIP, CTOs would qualify for a financial incentive when a 
minimum of 50 percent of truck transactions at its terminal in any given month involve dual 
transactions of loaded TEUs. A terminal with 50 percent dual transactions would earn 40 cents per 
dual transaction. Each dual transaction percentage point increase would translate to a two-cent per 
dual transaction payment increase, up to a payment per dual transaction of $1.40 for a terminal
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having 100 percent of its transactions being dual transactions. The Port estimates that 53 percent 
of TEUs processed in the first year of the Incentive Programs will qualify for payouts under the 
DTIP, resulting in approximately $2.2 million in payouts.

CTOs can apply and qualify for either one or both Incentive Programs, and will receive payouts 
monthly for every applicable month. Each qualifying CTO must be a Tenant in Good Standing, 
generally meaning it is current on tenant financial obligations, and must provide data digitally 
through the Port’s Port Optimizer supply chain information portal. The Port reports that it will request 
a separate amendment to its agreement with GE Transportation Parts, LLC (Agreement No. 17- 
3425-A, C.F. 19-0468) for $250,000 in updates required for the Port Optimizer to implement these 
Incentive Programs. The Incentive Programs will be in effect for a minimum of one year, through 
January 31, 2022, until terminated by Board action.

The Port estimates that approval of the proposed Tariff Amendment will generate approximately 
$7.5 million in incentive payouts from the Port in the first year of implementation, with $3.8 million 
due in 2020-21. The Port reports that funds for the Incentive Programs were not included in the 
Port’s 2020-21 Adopted Operating Expense Budget (OEB) because key provisions were still 
pending finalization at budget adoption, and has requested a transfer of funds from the Harbor 
Revenue Fund Unappropriated Balance to cover the cost in 2020-21 (Resolution No. 21-9753). 
The transfer was approved by the Board on January 14, 2021, and is awaiting Mayoral approval.

The City Attorney has approved the proposed 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 permanently. The Port states that the approval of the proposed 
Order and ordinance and proposed action is an administrative activity and an activity that will not 
generate a significant effect on the environment. Therefore, the Port Director of Environmental 
Management has determined that the proposed action is generally and administratively exempt 
from the requirements of the California Environmental Quality Act (CEQA) in accordance with 
Article II, Sections 1 and 2(f) of the Los Angeles City CEQA Guidelines.

FISCAL IMPACT STATEMENT

The proposed Harbor Department (Port) Resolution No. 21-9752 authorizing the adoption of 
Permanent Order No. 21-7288 and a corresponding Ordinance to amend Port of Los Angeles Tariff 
No. 4 Port Fees, Rules and Regulations, Section 23, Incentives, by adding Item Nos. 2345, 2346, 
2350, and 2351 to establish definitions and rates for the Truck Turn-Time and Dual Transaction 
Incentive Programs for container terminal operators is anticipated to result in $7.5 million in 
incentive payouts from the Port during the first year of implementation, with $3.8 million due in 
2020-21. The Port has requested a transfer of $3.8 million from the Harbor Revenue Fund 
Unappropriated Balance for these costs in 2020-21. An additional $250,000 required for software 
upgrades will be requested under separate cover. Future funding will be subject to the Port’s annual 
budget adoption process. Payouts for the Incentive Programs are the responsibility of the Port and 
the Harbor Revenue Fund. There is no impact on the City General Fund.
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