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PROCEEDI NGS

COW SSI ONER KHOURI :  We have a pretty
tight agenda, and if we can work in a break
schedul e or two, especially for old fellows Iike
me, it's helpful. | think Curtis and the group
wer e deci di ng on what order they were going to
speak, and a couple |like the podium which | do
too, so I'mjust going to | et each one get up, and
they can introduce thensel ves and speak in
what ever order they are confortable.

So notor carriers, we heard fromthe
port conmunity, you're critical on the entire
supply chain, and | ook forward to hearing your
conment s.

MR. KELLAWAY: Well, thank you,
Comm ssi oner, and thank you to everybody that's
here today fromthe international community.

My nane is Ken Kellaway. | know a | ot
of you here today, and I'mgoing to try and nake
sure ny comments are nice for the Southeast ports,
because | really do enjoy Hall's, it's a great

restaurant, and | don't want you to throw ne out
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of the Sout heast area.

So a lot of ny conments are focused on
sone other ports around the country, where a | ot
of you know the chal | enges are today, but we have
sonewhat of a formal witten agenda here to go
through, so I'Il work through it and open up for
comments if we need to.

First of all, | appreciate everybody's
time here today. |'ve been in the industry for
about 30 years now. Qur conpany, RoadOne
| nt ernodal Logistics, runs about a thousand trucks
around the country. W're in 40 | ocati ons,
servicing both ports and rail ranps around the
country.

And clearly, I think it's an inportant
date today. W're here because we're starting to
see a turning point in the industry, that the
weakest link in the international supply chain,
the drayage industry, needs to finally be heard.

| believe one of the key reasons is that
all of our predictions are starting to becone

reality. For many years in the drayage industry,
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we have warned the international comunity that
the key industry trends would ultinmately result in
significant decline in driver capacity that woul d
eventual |y i npede the flow of goods to and from
our ports and term nal s.

When we | ook at our inport supply chain
t oday, we see and we realize that our estimted $7
trillion sector is directly inpacted by the
hi ghl y-fragnmented financially fragile $10 billion
| nt er nodal drayage industry, and as a result, |
think we're justified in being here today.

During ny career, |'ve witnessed a | ot
of changes t hroughout the industry and have worked
very closely with groups such as ATA and others to
try and find sustainable solutions for the
busi ness goi ng forward. However, over the past
few years, we've seen an escal ation of events that
have devel oped on nultiple fronts that have
created the perfect stormin w ping out both
drivers and drayage capacity, from governnent
regul ati ons and hours of service, CSA score

prograns, to grow ng steanship vessels sharing
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alliances and | arger vessel |aunches, down to the
conversi on of chassis ownership and nanagenent
fromthe steanship lines to the pool operators and
drayage providers.

W have argued extensively about these
changes and the chal |l enges and have lived with the
probl ens they have created within our industry and
have wi tnessed firsthand the neltdowns these
changes have had in key ports |ike New York/ New
Jersey |l ast year and nost recently now in Los
Angel es.

W have seen the effects that many of
the simlar issues had in Vancouver earlier in the
year and the aggressive action that finally
resulted in per port drayage drivers and the
econom c inpact a port drivers strike can have.
This key event denonstrates that the weakest |ink
in the supply chain, if taken advantage of and if
not treated properly, can suddenly becone the nost
i mportant link in the supply chain.

We nust chal | enge oursel ves to work

together as a conmmunity within the industry to
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find a path forward that allows for al
st akehol ders to share in the risk and to take
responsibility for the issues our operations
create. The drayage communities and the drivers
wWithin this comunity cannot continue to bear the
econom ¢ burden that is being pushed downstream
fromthe stronger nenbers within our industry.
Wth | ess than 90,000 drivers in the drayage
sector today working for over 5,000 conpanies, and
no one player really being over $250 mllion in
revenue, this industry is fragile and extrenely
vol atil e.

The drayage community is going to
continue to be negatively inpacted by radically
| ncreased per diemcosts, denurrage costs, chassis
Mai nt enance and Repair costs, pier delay costs,
equi pnent repositioning costs, along with nornal
| ncreased operating costs, and this industry w |
be unsustainable to remain in for many years due
to the lack of return on vested capital and the
| ack of interest fromstrong, smart investors to

continue to invest in the business going forward.
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Qur fellow community nmenbers nust step
up and take responsibility for their own actions,
as the drayage community has done. The sane quid
pro quo has not really been applied in this
| ndustry.

| know that as a drayage provider and
transportation conpany, if I'mlate trying to pick
up equi pnent at a termnal, |'mgoing to get
assessed denmurrage; however, if there's late turn
times and slow turn tines at the gates, and |
don't nean when we get to the front of the gate, |
mean when we get in line, that we're not being
conpensated and the drivers are not being
effectively conpensated for that tinme in queue,
and that needs to change.

We know, on the chassis side of things,
that we pick up equipnent that's damaged, and
we' re being penalized when we return that
equi pnent back to repair, that we're not being
pai d when there are no chassis avail able or when
t hat equi pnent is danaged out on the street at no

| ssue of ours, that we didn't create. So those
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t hi ngs have to change. These are just a few
exanpl es, of course, but they have to change.

And at the end of the day, the business
is really all about driver economcs. The sinple
fact is we've built a significant part of the
supply chain around an i ndependent driver nodel,
and we need to support these entrepreneurs in
their effort to nmake a fair wage.

Wth the continued reductions in
productivity at the port -- in certain ports, not
t he Sout heast in sone instances, |'l1l highlight
that -- increased pressure to performand the
quality of their equi pnent denmanding themto be
nore sustainable in their equipnent, along with
stagnant rate levels, it is becomng virtually
| npossi ble for drivers to succeed.

The result is being wtnessed as we see
driver capacity continue to decline as drivers
nove to new industries, and this overall blue
collar work force continues to erode. W need to
restore this nodel and nmake it nore attractive to

drivers, one where they can be productive, be
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respected, be profitable, and live the Anmerican
dream

We at RoadOne have worked hard to help
our drivers acconplish their business goals by
hel ping to obtain new equi pnent through equi pnent
| ease prograns we put in place for them provide
themw th good quality freight that pays fair
rates for the requested service, and save -- and
focus on conserving term nals and regions that
have the necessary infrastructure and systens to
properly allow for good, efficient turn tines.

Li ke all our partners in the conmunity,
we want to succeed, and we want to see our drivers
succeed. It is critical that we all work together
to understand the underlying inpact systemc
changes have on all stakeholders within this
| nport community.

To better understand what driver
turnover issues are on the nmarketplace, we
continue to poll our drivers consistently upon
exit interviews, and over the past eight nonths,

since the bad winter of |ast year, we've seen our
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driver turnover increase over 25 percent, and now
it's up over 100 percent for the first tinme in our
conpany's history.

And the top two reasons we see that
turnover escal ating, according to our driver poll,
IS our rates and respect, and the respect is the
respect that they get at the ports.

And | am happy to report we polled all
of our drivers, and we polled all of themon the
Sout heast term nals before | cane today, and the
scores in the Southeast termnals were the highest
in how they were treated than anywhere in the
United States, so | was very pleased to report
that, that the drivers feel they're being treated
better at the gates here in the Southeast than any
other ports in the United States, so that was very
nice to see.

But we have to continue to work on the
rate side of things, and we have to continue to
work on the respect side of things, nostly in ny
own backyard up in the Northeast. W have sone

significant challenges up there.
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But on the rate side of things, we have
to continue to work on that. W've all w tnessed
Consuner Price Index (CPl) changes over the | ast
five years of over 12 percent. W've seen
dramatic increases in operating costs in the
drayage comunity as we're working wth neutral
chassi s pools, doing nore and nore equi pnent
repositioning on termnals, things such as that,
but yet rates have barely noved 3 percent over the
past year or two, so we need support in that.

We al so need to increase conmunity
awar eness of the inportance in drivers. | was
very pleased to hear all the port operators talk
about drivers in the comunity today, because they
are a key catal yst to success today, and we need
to do that both internally wthin our
organi zations and externally.

And we have our own chall enges
internally at RoadOne of nmaki ng sure our people
enbrace our drivers better and understand that
they're the catal ysts to success even internally,

so we need to push for that.
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So in our opinion, there really are five
key things that need to take place both in the
short termand the long termin order to create
stability and sustainability in the industry.

W need to inprove gate hours. |n our
polls, all the positive things took place in the
South. One thing they did request was extended
gate hours, especially due oftentines to the
congestion that takes place during the nornal
wor kday, not necessarily on the term nal, but
dealing with traffic congestions out on the
street. It's a challenge. And we've seen -- the
one successful thing we've seen on the West Coast
has been the night gates. O course, we've
supported that, to let the drivers work in
noncongested ti nes.

Gray chassis pools. | know Dave's going
to tal k about chassis, but we can no | onger be
burdened with repositioning chassis around
termnals. W can't have chassis in silos. It
creates trenendous conplexity for us, especially

where we're working for a large inporter that
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m ght have seven different steanship |ines, using
different types of chassis. W have to get that
streamined, and it has to be nore of a gray
pool -type concept, in our opinion.

W need rate relief, not only because
the cost of service has cone up, but the
requi renents of service have gone up dramatically
i n the drayage industry, the off-dock chassis
pools now, with nultiple chassis pools taking
pl ace, with the Mi ntenance and Repaircosts now
bei ng noved fromthe steanship lines nore to our
side. W're paying a significant anmount of
Mai nt enance and Repaircosts when the chassis are
on the street. These things need to be
conpensated for in rates, and we dramatically need
rate relief on that, and we need to nmake sure we
get these drivers a fair rate of pay in order to
attract them back into the industry as we did
bef or e.

Ext ended equi pnent free tine. Again, we
can't be burdened with penalties on equipnent both

on denurrage on termnal as well as per diemoff

Ander son Court Reporting -- 703-519-7180 -- www. ander sonreporting. net



South Atlantic Ports Forum Page:

15

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

termnal if we can't get in and out and don't have
the fluidity to get in and out and especially as

| arger vessels cone into play. O course, it's
virtually inpossible to us to dramatically change
the nunber of drivers in any one day. It's a
finite nunber of drivers. They can only nove so
many | oads, regardl ess of how many | oads of

di scharge in a port in any one day. W need
extended free tine help.

And nost inportantly, again, we need the
drivers to be treated |ike custoners at the
termnal. JimNewsone highlighted it. It was
great to hear himhighlight that. That's the
first tinme |I've ever heard it said in this
| ndustry, and we appreciate that, Jim These
drivers want nore respect. Candidly, they deserve
nore respect in sone areas. And again, we have to
do it internally at RoadOne at our own conpani es,
but we need you folks to help us on the term nal
side and to get themthrough the process easier.

When we bring in new drivers, our

turnover i s over 200 percent within the first 90
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days. Now, that's nostly new drivers comng into
the internodal sector that have never experienced
t he process they have to go through when they get
to the termnal, and wthin 30 days, they decide
they don't want to do it, and a lot of it's
because of the difficulties of getting through the
anount of termnals and the process and how
they're treated on the dock. So anything we can
do to inprove that woul d be greatly appreciat ed.

So that's it. | thank you all for your
time. These are ny comments, and appreciate the
opportunity to speak today. Thank you.

COW SSI ONER KHOURI :  Thank you, Ken.

MR. ONEN. Thank you, Conm ssioner, for
the opportunity to nmake comments today.

Oiginally, I was going to just -- | had
a couple points, a couple anecdotes | was going to
freely speak to, but | realized on ny flight in
that | didn't want to m ss anything, so | actually
wrote ny comments down.

My nane is Joshua Oven. |'mthe

president of Ability Tri-Mddal. W're a third
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generation privately-held trucking and warehousi ng
conpany based in Southern California since 1947.
Begi nni ng Novenber 1st, 2014, we'll be expandi ng
our conpany and buil ding a warehouse here in North
Charl eston, just about 15 mles up the road here.

| serve on several of the industry and
academ c boards as related to logistics. These
I ncl ude the Anerican Trucking Association's
| nternodal Motor Carriers Conference, Cal State
Long Beach's Operations and Supply Chain
Managenent Under graduate and Master's Advi sory
Board, The Center for International Trade and
Transportation, along with Port of Long Beach
Har bor Comm ssioner Rich Dines, and | teach a
class in trucking and internodal at Cal State Long
Beach in the global |ogistics specialist
credenti al program

My comments today will primarily cone
fromthe operational environnent of the San Pedro
Bay port conpl ex, which includes the | andward
ports, Los Angeles and Long Beach, and the 13

tenant nmarine termnal s.
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There's a saying in our industry that
the cancer tends to start in California and
Spreads to the east. M hope is that ny comments
today will prevent this from happening and also to
begi n chenot herapy on the existing sickness.

| believe in logistics, there are three
central factors: Accessibility, predictability,
and uniformty. |In Southern California, we have a
coupl e characteristics that differentiate us from
ot her port operations. One is that we have a
| andl ord/tenant relationship that nakes it
difficult and limts the ability of the Port of
Long Beach and the Port of Los Angeles to control
productivity and operations at the 13 nmarine
term nal s.

And the nost obvious differentiator is
Pi er PASS. PierPASS was created in 2005 as a
response to then assenbly nenber Al an Lowenthal's
traffic and congestion mtigation bill, 80-26-50,
whi ch was designed to expedite truck throughput in
the port conplex. PierPASS was a nari ne term nal

operator's response to traffic mtigation by
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opening up nighttine operations at a port
historically operated during the daytine.

The initial response fromthe trucking
community was negative, due to the fact that
previous attenpts to open nighttine gates was a
di saster, due to poor staffing. Not having any
ot her recourse, the trucking community was thrust
I nt o Pi er PASS.

| believe the original daytine penalty,
or traffic mtigation fee which it's called, was
around $80 per 40-foot container FEU.  The
original draft of the PierPASS, with the
waterfront coalition's input, called for a sunset
of the fee after three years or when nighttine
gates reached 30 to 35 percent utilization.
Supposedl y, that sunset clause was lost in the
final Marine Term nal Operator (MO adoption of
Pi er PASS under West Coast Marine Term nal Qperator
Agreenment (WCMIQA). Not only has this sunset
cl ause been scoffed at by PierPASS, the fee today

i s about $133 per Forty-Foot equival ent unit

(FEV) .
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This fee is charged directly to the
beneficial cargo owner (BCO, who then dictates to
the trucker that we only pull their containers
after 6:00 PMwhen the traffic mtigation fee
(TMF) penalty goes away. W are now nine years in
t he Pi er PASS program which, by the way, hit over
35 percent night gate utilization within weeks in
2005. Today it operates nore along the |ines of
60 percent night/40 percent day.

The real problemw th how the nighttine
gates are run is that they are unpredictable and
not uniform Different termnals choose to staff
ni ght gates during certain tines of the week.

Some may cl ose night gates on a Thursday or Friday
and then not open back up until Mnday. That's up
to five days of inaccessibility for BCO containers
that have limted dock tinme and at sonme point wll
begin to accrue denurrage, regardl ess of
accessibility to the contai ners.

Staffing hours are a ganble as well.

Pi er PASS ni ght gates are supposed to run from 6: 00

PMto 3:00 AM This is just not the case. W
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experience tinmes when a termnal wll cease
operations at mdnight or at 1:30 AMto allow the
termnals to process and clear so | abor can go
home at 3:00 AM W have had drivers hooked up to
| oaded containers and sitting in the exit queue be
told to return the container to the term nal
because exit gates were cl osing.

O all 13 termnals at San Pedro, rarely
are any of them open and operating at the sane
time. That nmeans | have yards filling up with
enpty containers and drivers bobtailing to
term nal s because the termnal isn't open to
return enpties while I"'mtrying to coordinate
pi ckups fromanother termnal, or, |ike we've been
experiencing lately, termnals send out
announcenents telling truckers to not return the
enpties at all.

Last nonth we were notified sone
termnals were going to operate Saturday gates.

We had our independent contractors cone in to
operate on that day. Gates opened at 1:00 PM and

closed at 3:00 PMthat afternoon. That equated to
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one container per driver. That was a driver that
commtted to work over his famly in the mddle of
a Saturday. He cane to work at 11: 00 AMto begin
pretrip and di spatch procedures, and then he's
told by the marine term nal that they decided to
cl ose due to congestion.

The port drayage business is
predom nantly i ndependent contractor based. These
drivers are paid on the nunber of | oaded
containers they bring in and the enpty containers
they return to the marine termnal. W cal cul ated
t hat on average, a driver needs four | oaded
containers, or |oads, per shift. The first covers
the tractor expenses -- insurance, naintenance, et
cetera -- the third container sees profit, the
fourth contai ner sees pure profit.

My war ehouses in southern California are
situated seven to ten mles outside of the Port of
Los Angeles (LA) and the Port of Long Beach. M
drivers are averagi ng anywhere between 1.4 and 2.8
contai ners per shift. Cherry-picking the nost

productive termnals, we can get the driver to
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pull four to five containers per shift, but we
average the productive termnals -- but we average
the poor-performng termnals and the
better-performng termnals across our driver

pool, to be fair to all of them You're going to
get a plum and you're going to get a dog, and
that's just the way it goes.

| magi ne driver norale in a 1.4- to
2.8-container-per-shift environnent. These nen
and wonen aren't working any |less. [If anything,
they're working as hard as they can within the
ever-shrinking hours they are federally allowed to
operate and getting shortchanged by unproductive
marine term nal s.

W have had about seven drivers wal k
away fromtheir | eases on their equipnent. |
don't | ease the trucks to them they have a | ease
agreenent with a third party that secured grants
on their own to provide owner/operators with
af fordabl e | eases. But when you're basically
wor ki ng to pay your |ease, what's the point?

One of the nobst productive gates in port
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hi story, in ny opinion, was the hoop gate. This
was a gate open from 3:00 AMto about 7:00 AM W
turned and burned those hoop gates, and our
drivers were the happi est and nost productive |I've
ever seen them

There is a belief that if Pier PASS went
away, truckers would shift back to day only. No
way. As |long as you have an open, accessi bl e,
productive gate, | don't care what tine it is,
truckers will be all over it.

When the Port of Los Angel es and Port of
Long Beach O ean Truck Program was enacted in
2008, many trucking conpanies saw their fleets cut
in half. The silver lining to the sinultaneous
recession was that the capacity adjusted to the
declining volunes. And | truly believe we have
the right anmount of trucks in the ports today, but
that's only if productivity is good, which it is
not .

In June of this year, | received an
email fromone of ny |arger BCO custoners based in

Atlanta, Georgia. The email notified ny conpany
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that they would be diverting 100 percent of their
contai ner volune away fromthe Wst Coast until
there is a contract signed by the Pacific Maritine
Associ ation (PMA) and the International Longshore
and Warehouse Union (ILW).

A week following this email, | happened
to be having lunch with sone friends that work at
the Port of Long Beach. While we were there, Port
of Long Beach Harbor Conm ssioner Rich D nes
wal ked in, and we chitchatted for a bit. Then |
asked Rich: So when are your brothers going to
sign that contract so that ny custonmer can bring
their freight back to its ports?

Richis afriend of mne, and we've
known each other for years, serving on the CITT
advi sory board at Cal State Long Beach. Rich,
bei ng an | LWUJ enpl oyee, and ne a trucker, we have
been able to have a working friendship where we
can chide each other fromtine to tinme. But this
time his response was di sappointing. He
comented: Wiy would they do that? | can't

believe -- why would they do that? As a harbor
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conm ssi oner, | would have expected sonethi ng nore

along the lines of: How do we get that freight
back to the West Coast?

In summary, it's actually unfortunate

the ILMJ isn't on strike right now. For the past

several nonths, it is very apparent that | abor

IS

sl owi ng down and staffing nore casual | abor, but

even t hough nearly every truck has d obal
Posi ti oning System (GPS) tracking and turn tine
managenent prograns in place, I"'mstill just

turning two containers per shift, and ny termn

al

is seven to ten mles away, but until soneone is

standing with a picket sign bl ocking gates and
driveways, slowdowns are opinions and hearsay.
Just really quickly, I was at | unch,
| received a phone call froma gentleman from
Fam ly Dollar. H's first response was: | thin
know t he answer to this question, but |I'm going
ask it anyway. Do you have any dray capacity?
And | said: Unfortunately, | don't.
As an exanple, the previous night, |

140 contai ners that were custoner contai ners on

and

k |

to

had
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the last free day, and we figured with the
productivity in the port, we could probably get 81
of those 140. W only got 71. The gentlenman from
the Famly Dollar said: 1'd take that any day.

Try having 300 containers on the port and only
getting 40 last night.

So just in summary, | would stress that
the three points in port operations, as far as a
trucker is concerned, that need to be addressed:
Accessibility, predictability, and uniformty.

Thank you, Conm ssi oner.

COW SSI ONER KHOURI :  Thank you.

MR. BYRD:.: : Good norning,
Comm ssi oner Khouri. | sincerely appreciate this
opportunity to discuss the very critical issue of
congestion in Anerica's vital South Atlantic
seaports.

My nane is Phil Byrd, and |I'mthe
presi dent and chi ef executive officer of Bulldog
H ghway Express. Bulldog is a 55-year-old
asset -based trucking firmdomciled here in

Charl eston, South Carolina; therefore, a lot of ny

Ander son Court Reporting -- 703-519-7180 -- www. ander sonreporting. net



South Atlantic Ports Forum Page:

28

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

comments this norning will be specific to
operations of the South Carolina Port Authority.

Qur conpany has four operating units:
Fl at bed | ong haul, specialized heavy haul,
contract dedicated, and internodal. Qur
i nternodal division primarily serves the ports of
Charl eston, South Carolina, and Savannah, Georgi a.
In Charl eston, we typically make or nove 500
cont ai ner drayage noves per port day, Monday
through Friday. W performthis service for
numer ous custoners with the use of approximately
80 assi gned asset conpany trucks serving the Port
of Charleston on a daily basis.

Each of these trucks utilize
state-of-the-art technol ogy to garner operational
efficiencies, such as conputerized dispatch
vehi cl e tracki ng, enhanced comruni cati ons
capability, and two-way radi o comuni cati ons. Qur
trucks are staffed by experienced, well-trained,
prof essi onal asset drivers that have, on average,
18 years of container drayage experience. | am

al so the i ”Mmedi ate past chairman of the Anerican
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Trucki ng Associ ation, ATA, and the current

chai rman of ATA's executive conmttee. ATA is the
trucking industry's | eading voi ce of
representation for safety, advocacy, essentiality,
sustainability, and research.

Havi ng been intimately involved in
| eadi ng ATA over the last five years, | am keenly
aware of our industry's nost alarmng issue
currently and well into our future: The |oom ng
driver shortage.

ATA has studied this issue extensively
and predicts that by the year 2022, there will be
a shortage of 239,000 commercial notor vehicle
drivers. Further studies have indicated that over
the next ten years, this industry will need to
hire 96,000 new drivers per year, just shy of 1
mllion drivers over this tine period, just to
provi de our econony with the sane capacity it does
t oday.

The Anerican trucking industry across
all sectors currently noves 68.5 percent of al

the total tonnage manufactured, inported,
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exported, and distributed in the United States.
This percentage is expected to grow over the next
ten years to 72.5 percent. Having know edge and
bei ng i n possession of such alarm ng data nekes

t hese di scussions extrenely tinely.

Productivity is, in large part, driven
by efficiencies up and down the | ogistics supply
chain; therefore, it is critical that all types of
congestion and causes of |ost productivity be
t horoughly studi ed and renedi ed.

My comments to this body are not to be
taken as negative criticismon the part of South
Carolina State Port Authority or any other port,
as | have worked closely for decades with al
aspects of the South Carolina State Port Authority
and know that they are eager to increase vol unes
across their docks and through their gates, which
nmeans continually inmproving truck productivity, so
the follow ng conments and observations hopefully
wi Il be helpful in this process.

First, truck gate wait tines. It is a

common practice for ports to start the neasurenent
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of in-and-out tine, turn tinme, when a driver
reaches the interchange booth, neaning tine
waiting in line to get to the interchange booth is
not neasured. This practice, in ny opinion, skews
the actual process tinme considerably, creates
consi derabl e driver dissatisfaction, and notor
carrier economc | oss.

At Bul | dog, we neasure our operational
costs on a per-hour basis based agai nst our known
operating costs. It is commpn to see extrene
variations in this neasurenent fromweek to week
of up to 20-percent deviation.

At Bul l dog, our drivers are paid on an
hourly production and safety matrix scale. This
scal e ranges from $20 an hour to $27 an hour, a
$7-per-hour differential, based on productivity
and safety neasurenents fromthe prior nonth.
Their pay can actually fluctuate on a nonthly
basis, this hourly conpensati on.

Because of port-related inefficiencies,
our drivers, as well as our conpany, are

nonetarily inpacted. These inefficiencies are not
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just at the port, but extend to warehouses, rail
ranps, container repair facilities, and nost
noti ceably on our state's overly-congested

hi ghways.

Anot her huge factor in port term nal
turn tinme is the road readi ness of steanship |ine
and chassis providers' equipnent, as well as its
avai lability of this equipnment. Mtor carriers
routinely find thensel ves drayi ng equi pnent to
on-dock repair shops to have another party's
equi pnrent made safe and Departnent of
Transportation (DOT) road ready. W find that
this is a major |oss of productivity and anot her
econom ¢ burden to the notor carrier. O course,

the notor carrier is not conpensated for draying

bad- order equi pnent to on-dock repair. Neither is

the notor carrier conpensated for delay tine at
t he port.

Here in Charleston, we have |limted
access to our gates during the lunch hour, and
this creates a backup of trucks and a | oss of

approxi mately one-half hour of truck production.
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Addi tional |l y, another problem uni que
that we see that could be easily renedied is that
drivers will line up in specific |anes to work
t hrough the gate process, and, while in |line and
wi t hout notice or warning, have that |ine shut
down, causing the driver to fall out of that |ine
and be required to take the last position in
another line. Once again, this causes driver
frustration. A sinple renedy to this mght be to
post a sign stating when you're going to close a
certain | ane down.

W al so observe that Mnday truck
productivity is reduced because of the weekend
vessel discharges. Container ships work
t hr oughout the weekend, but typically, there is
little to no truck outbound activity.

Chassi s ownershi p and depl oynent. W
find the gray chassis pool nodel to be benefici al
in inproving productivity and efficiency. For a
notor carrier to find a roadworthy chassis at the
begi nning of a workday and use it for the duration

of the day, serving nunerous steanship lines, is
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extrenely productive. However, this process has

created a cunbersone chassis rental reconciliation

audit for the notor carrier.

At Bull dog, the chassis reconciliation
process volunme has required us to hire numerous
addi ti onal personnel to do nothing but audit
chassis builds. W, at our conpany, are
aggressively adding to our already | arge
Bul | dog- owned chassi s asset pool.

Congestion factors outside the port
gates. It is inportant to understand that the
wat er side of the port operation runs 24 hours a
day, 7 days a week, while the truck gates only
work eight to ten hours a day, typically, Mnday
t hrough Friday. This inbal ance of operating tine
is, in large part, a major reason for production
| osses and operational inefficiencies.

Private sector warehouses, distribution
centers, rail ranps, steanship line offices, and
gover nnment agencies nost nornmally conformto
schedul es that are reflective of the port's truck

gate hours. This disallows trucking firns to
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doubl e staff or stagger their equi pnent and
personnel to extend the given workday; therefore,
exacer bating congestion during the eight- to

t en- hour wor kday.

The South Carolina State Port Authority,
in particular, has worked extrenely hard to grow
our port volunes, with considerable success, to
the delight of all of our port vendors.

It has been quite obvious to us at
Bul | dog that the two rail ranps serving Charl eston
have not adequately beefed up their operations to
effectively handle this increased volunme. W
experience | onger delays at the rail ranps than we
do at any of the Charleston port term nal
facilities. There is sinply not enough contai ner
handl i ng equi pnent in place to nove the trucks in
and out with any degree of efficiency. This is,
and | enphasize, this is a major cause of | ost
productivity in the entire port process.

Addi tionally, we see our highway
i nfrastructure as anot her major inpedinent to port

productivity. | applaud the managenent of the
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South Carolina State Port Authority and our state
| egi sl ative body for their work in getting funding
to deepen the Charl eston Harbor and to nodernize
all phases of the port operations inside the
gates; however, South Carolina roads need to be
addressed and need to be addressed adequately.
Interstate 26, the major artery into and
out of the South Carolina State Port Authority, is
i ncapabl e of effectively handling the traffic
vol unes of today. This interstate needs to be
expanded fromstart to finish. Interstate 26
I ntersects, as you know, with Interstate 526 in
North Charl eston and runs to Mount Pl easant, South
Carolina, where the South Carolina State Port
Authority's largest termnal facility is |ocated,
the Wando Welch Termnal. Interstate 526 is a
much newer highway than is 1-26, but is,
nonet hel ess, overcongested and adds to the | oss of
port productivity. At the intersection where
these two interstates connect is a nmjor
bottl eneck. At certain tinmes of the day, this

congestion can turn a 12-mle trip into an hour
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transit each way.

It is obvious to the Anmerican Trucking
Association and to the trucking industry at |arge
that we are past due, as a nation, in increasing
the Federal Motor Fuel Tax and indexing it to
inflation to offset fuel efficiency gains and the
use of alternatively-fueled vehicles to fund our
federal highway system It is ny opinion that
this comm ssion would do well to encourage
Congress to address Anerica's hi ghway needs by
stabilizing the highway trust fund by increasing
t he Federal Mdtor Fuel Tax.

Thi s fundi ng nechani sm al | ows 98 percent
of the collected funds to flow directly to our
nation's highways, while all the other funding
mechani snms require a major portion of the
collection revenue to go to adm nistering the
col | ection process, and not to our roads.

"' mthankful for the forum and the
opportunity to participate. Hopefully, through
the process of the efforts of the nmany dedi cated

entities making up Anerica's |ogistic supply
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chain, we will inprove productivity and greater
operating efficiencies that wll benefit America.

Thank you all for your tine.

MR. MANNI NG  Good norning, and thank
you, Comm ssioner Khouri, for the opportunity to
speak today.

My nane is Dave Manning, and | wear
multiple hats today. My paying job is president
of TCW and Tennessee Express, an i nternodal
conpany that was established in 1948. W're also
a third generation notor carrier operating
primarily in the Sout heast.

|"malso privileged to serve as a vice
chai rman of the Anmerican Trucki ng Associ ati on and
as the chairman of the North Anerican Chassis Pool
Cooperative. |It's a cooperative of notor carriers
that has fornmed a chassis pool to offer an
alternative for chassis provisioning as this nodel
Is continuing to develop. And so what | would
| i ke to address today are our views, the notor
carrier views, on what that chassis nodel would

| ook |i ke that woul d be nost efficient and
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productive for our ports.

So froma notor carrier perspective, the
chassi s nodel adopted at each port nust allow for
a maxi num opportunity for marketplace conpetition
both at the pool nmanagenent |evel and at the end
user level. W strongly believe that a free
mar ket will provide the proper environnent for the
best chassis nodel to evolve and at the | owest
cost.

Sadly, today, that's not the case in any
of the existing nodels. A single chassis pool
forced upon the chassis contributors by a port,
even |i ke we have here in the South Atlantic
Chassis Pool, or SACP, while it gets kudos for the
gray and inproving efficiency, it falls far short
of sonme of the benefits that conme from free market
conpetition.

A single port-directed pool like this
actually takes on a formof socialism It stifles
| nnovation and free nmarket conpetition, which are
needed to drive investnent in new and noderni zed

chassis, to inprove cost contai nnment, and for nore
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efficient operations.

Moreover, the failure of the marine
carriers to conpletely exit the chassis market and
the restrictions they exercise today that prevent
the trucker from being able to choose their
chassi s provider, even when they pay the bill,
| eaves the day of the rental charges subject to
little or no conpetitive rate pressures.

So the North Anmerican Chassis pool
Cooperative, LLC (NACPC) was actually forned
because of this nonconpetitive market that was
created by the marine carriers, and | want to talk
alittle bit nore about sort of how this current
unaccept abl e market primarily operates.

When the marine carriers sell their
chassis to the | easing conpanies, the marine
carriers still dictate to the notor carriers, when
novi ng their boxes, that |easing conpany has to be
used for the chassis, even if the notor carrier's
paying the bill.

Here in the South Atlantic Chassis Pool

(SACP), there are only six of the 20 steanship
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| ines serving this region that allow a notor
carrier choice. Because these generally tend to
be the smaller lines, it only represents about 8
percent of the chassis noves that are taking place
in this region. The other 92 percent of the
chassis noves are dictated by the steanship |ines,
and that's a problem

Anot her reality of this controll ed

mar ket, in many cases, the sale of the chassis was
for a price far above the fair market value. The
sale included mllions of dollars of term nation
costs, typically, 5- to $700 per chassis, for
those | eased chassis that had to be term nated.
It included a favorable rate, at many tinmes bel ow
cost for marine carriers when they pay for chassis
use, and in sone instances, the sale included free
on-termnal use for the marine carrier.

In return for those generous
concessions, the marine carriers signed agreenents
guar ant eei ng the | easing conpany 100 percent
excl usive use of their chassis. Because of this

anticonpetitive market, these sale terns drove up
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the daily use rate charged to the notor carrier
and ultimately paid for by our custoner.

The | ack of free market conpetition
facilitated the adoption of these terns because
the notor carrier had no chance to negotiate price
or interchange terns with their providers. So in
an effort to challenge that cl osed narket
environnment and to create an alternative, 12 notor
carriers fornmed the North Anerican Chassis Pool
Cooperative (NACPC) and applied for and received
pooling authority fromthe Surface Transportation
Board (STB). NACPC has a four-part m ssion.
First, we think that chassis ought to continue to
be a utility and provided to the market with a
transparent, at-cost use fee, but to enable NACPC
to enter the market and to grow, there nust be
open, free market conpetition, and those who pay
for the chassis have to have a chance to sel ect
their chassis provider 100 percent of the tine.

Because of the current narket
restrictions, NACPC is unable to enter every

mar ket . In this market, in the SACP, we have a
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presence of about 1,200 chassis out of a greater
t han 50, 000 chassis pool, a paltry 2 percent of
the market, although our cost is significantly
bel ow t he ot her chassis providers.

We believe daily chassis rate
conpetition could be encouraged by ensuring the
notor carriers have the ability to select their
chassis provider each tinme they're paying the bill
for the chassis use.

The second part of NACPC s mssion is to
ensure that there's an adequate supply of chassis
to neet future needs in the US. Again, only with
open mar ket conpetition wll chassis providers be
encouraged to provide the investnent necessary to
acconplish this. No new chassis have been added
to the market over the |ast seven or eight years,
and new chassis are going to be required to neet
future vol une needs and to repl ace the
deteriorating chassis that are in our fleet. Only
wi th open market conpetition will this happen, and
al so only with open market conpetition enable

NACPC to obtain and grow a national footprint.
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The third part of our mssion is that we
want to ensure that chassis are nodernized, to
i nclude radial tires, light emtting di ode (LED)
| ights, anti-lock breaking systens (ABS), and auto
inflation. This wll serve to address the current
problens with over-the-road violations which still
threaten notor carriers' Conpliance, Safety,
Accountability (CSA) safety scores.

Brakes, lights, and tires nmake up the
overwhel m ng nmajority of roadside violations.

Chassis with LED |ights, disk brakes, and radi al

tires will elimnate nost roadside repairs and CSA
violations. |[If notor carriers can choose their
chassis provider, notor carriers will choose a

provi der whose chassis have these conponents on
themand are priced at a reasonable rate. The
quality of the chassis is a mgjor factor in
retaining drivers to our industry.

Fourth, NACPC s mssion is we strongly
beli eve that chassis should be interchanged
according to the Uniform I nternodal I|nterchange

Agreenent interchange rules (UIA). The UIAis a
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mul ti-nodal negotiated interchange agreenent and
serves as the standard i nterchange agreenent for
nost i nternodal interchanges except chassis.
Chassi s | easi ng conpani es continue to force notor
carriers to sign their proprietary interchange
agr eement s.

So NACPC s vision of howto acconplish
its mssion is wwthin a chassis nodel that ensures
several things, first, a gray pool of chassis
Wi thin each port because of the inproved
efficiency. Contributory gray pools, like those
managed by the Consolidated Chassi s Managenent,
LLC (CCM), here in the SACP, allow users to draw
chassis fromthe pool, regardl ess of ownership.
The contri butory pool nodel elimnates duplicate
costs and m xes the use of limted space and
maxi m zes the use of limted space at the port by
elimnating the need for a contributor to have its
own chassis footprint. It also ensures an
adequat e supply of chassis for all users and
| ncreases productivity for notor carriers by

enabling a notor carrier to use any chassis for
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any box. Pool nmanagers oversee the chassis

| ogi stics, billing, inventory supply, naintenance
repair, and the repositioning of the chassis, but
usage agreenents are determ ned between the
chassis contributor and its users.

Gray pools, such as the ones you see are
managed here in the SACP, foster an environnent
for inproved conpetition for chassis users by
i ncl udi ng nore than one chassis provider in a
particul ar pool, and that works as |ong as the
marine carrier allows the notor carrier to
exerci se choi ce.

But there's a new concept. |It's called
pool of pools, which is facilitated by the recent
Depart nent of Justice (DQJ) decision, and that is
an i nprovenent, a further inprovenent, on the gray
chassis nodel. Pool of pools also allows all the
chassis in a port area to be gray, but wth
mul tiple pool nmanagers, thus creating conpetition
i n pool managenent, which fosters innovation and
further cost containnent.

Pool managers woul d be able to settle
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costs for over- or underuse anpbngst thensel ves.
The pool of pools concept is an inprovenent in the
gray chassi s nodel because it introduces
conpetition into the chassis pool managenent while
protecting the gray chassis nodel.

Also inportant to us is that the notor
carriers are able to designate their chassis
provi der at one place and at one tine. |It's way
too conplicated today, and that needs to be
sinplified.

The pool has to take driver productivity
| ssues into consideration -- we've heard a | ot
about the drivers today -- but being able to pick
up any chassis at any place and term nate at any
pl ace and use it for any piece of equipnent.

It al so ought to inprove the
over-the-road process that we have today,

i ncluding the cost for tire repairs into that

| ease rate so that the provider has an opportunity
to control the quality of the repair that's nade
on the roadsi de and basically put out of business

this cottage industry of used tire vendors that
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have cropped up.

So we see four absolutes that need to be
I n any chassis nodel: First, that it's gray,;
second, that it's 100-percent notor carrier
choice; third, that there's free market
conpetition at both the pool nanagenent and the
chassis use level; and finally, that the UIlA s
used to govern interchange rul es.

Thank you.

COW SSI ONER KHOURI :  Thank you.
Curtis, are you going to wap up?

MR. WHALEN:. Yes. I'mgoing to also

stay here in ny seat.

Just in terns of full disclosure, I am
Curti s \Whal en. | "' mexecutive director of ATA's
| nternodal Motor Carrier Conference (IMCC). |It's

basically the ATA nenbers that are dealing in the
| nternbdal sector or vendors that support that as
such.

Al'so, in ternms of full disclosure, these
four gentlenmen here are all on ny board of

directors, so they are ny bosses, so hopefully, as
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| think you' ve seen, we've got a fairly unified
view of what's going on here.
| think one of the things that | foun

very useful so far in this very short period of

d

time with the Federal Maritinme Comm ssion's (FM)

efforts on setting up these foruns is it's only

been -- what, we're working on six weeks now, and

they will have had four after that six weeks.
There certainly has been a very good
focusing of the issues fromall of the various
sectors that are involved in this big issue. |
think if you | ook at what we're saying, and |

think we'll hear later on fromthe ot her sector

S,

we pretty nmuch know where the problens are, how

they are manifested within the novenent of the

contai ners and the novenent of freight in and out

of the port system but what | found sonewhat

different than | have over the years that |'ve

been doing this, there is now a realization that

as it relates to the novenent of the container
all of the various stakehol ders, the trucker ri

now i s probably the one that's bearing the nost

and

ght
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burden as we | ook at sone of these congestion
| ssues, and by and large, again, | think there's a
realization that that issue has to be addressed
sooner as opposed to | ater.

One of the things that, again, all of
t hese gentl enen have touched on, we operate within
an environnment where a |lot of our work rules are
very much dictated under federal |aw, and what has
becone apparent in that, and, again, part of ATA,
we are challenging those [aws, but in the short
term they obviously are the law. W have to
conply with the various requirenents in terns of
total hours of service, how we structure our
weeks. There's sonething called the 34-hour
restart, where a driver has to declare and set up
a system where their eight hours of back-to-back
rest are programed into their schedule and
adhered to.

What is now becom ng apparent, as we've
seen congestion in areas particularly on the East
Coast and al so West Coast, is that the ability of

a port or atermnal to all of a sudden try to

Ander son Court Reporting -- 703-519-7180 -- www. ander sonreporting. net



South Atlantic Ports Forum Page: 51

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

respond to a container issue or a congestion

| ssue, we've seen, particularly in the |ast six
nonths in both New York, New Jersey, and Norfol Kk,
they will announce they're going to stay open on a
Thursday or run Saturday gates. Well, the problem
I's when they do that, there are no trucks
avai l able, and it would be nice if we could show
up.

Certainly, the drivers and their
conpanies would like to continue to try to
generate revenues in these trying tines, but you
cannot do that. So the ability for us to react,
as we have often reacted to sone of these dictates
fromour brethren within the container noves, we
just don't have that ability anynore. That has to
be programmed in nuch nore than it has
hi storically been done.

| also think, as we | ook at the
congestion issue for those ports that are
experiencing it right now, and they are very
visible, they have to deal with certain things in

a very short-tine basis, and there are clearly
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things that can be done, but sone of them perhaps
will alleviate the short-termissues, but the

| ong-term there has to be sone really nmgjor
ret hi nking of how the processes have worked.

And | think in the first panel, there
was reference to 1960 operational things that are
still being followed here, and generally, when you
talk to people in a noncongestion tine, you ask:
Well, why are you doing it that way? Well, the
answer is usually: Wll, we've always done it
that way. |It's one thing to say that. W have a
| ot of new things that are com ng on board in
terns of the actual business, but we al so have
| ssues with chassis and how they're programmed in,
but it does get down to a data-driven system

We, again, as an industry, while each
sector works in its own silo and nay be devel opi ng
their data sources and such, there is still a huge
rel uctance to share that information, so in the
context of what a termnal has for its netrics or
what's going on at the term nal operation on a

gi ven day, well, they want to know that. It would
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be very useful for the notor carriers who dispatch
truckers to be able to get that information in
real tinme and be able to nore efficiently use that
chal | enged resource of the driver to be able to
nove in and out of the process a little better.

| understand there are conpetitive
| ssues there, but | do think, particularly in the
port area down here where you all are not in that
crush right yet, and | hope you don't get there,
but it would probably behoove you, and I know a
| ot of you are, to be starting to work on
devel opi ng sort of operational netrics for your
various facilities that will be tested and proven
and accepted in the broader range for when you do
get into sone of these problens, if you do, in the
future,

Ri ght now, trying to do it in -- sort of
i n the scranbl e node, where nobody trusts anybody
el se's nunbers and are reluctant to nmake them
visible, |I think, is causing sone problens to try

to solve at | east the short-termissues in the

ot her ports around the country.
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On hours of service, as | said, while
we, as an industry, are trying to address and have
sone of the provisions changed, in the short term
one of the things that we are looking at is
potentially filing waivers to the process where
the port trucker, in specific ports, could get
sone relief in a 90-day node to be able to drive
nore hours, particularly be able to adjust the
34-hour restart. That process, | think, is being
ai ded by what we are doing here today and the rest
of the week and have done in the past.

| amreasonably confident, as one who
woul d participate in that, that | could get
coments, letters of support fromthe other
st akehol ders within the industry, because, again,
| think there is a wide recognition now that the
driver, particularly in the short term but also
in the long term has to be able to be able to
function correctly, so the entire maritine
transportation system as it relates to the
contai ner noves, can still function and get out of

the current problemthat we're in.
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| mght also, at that stage, ask for
some coment fromthe FMC as it relates to their
views which they will be putting together in terns
of the crisis node that we are in. Wile |
appreciate there are a variety of jurisdictions
that deal with trucking, and FMC is not directly
one of them the other agencies, particularly
Federal Motor Carrier Safety Adm nistration
(FMCSA), fully understands and | think is feeling
sonmewhat unconfortable by its role in the chassis
safety issue. They have not enforced the | aw
that's been on the books since '05 and enforced
si nce ' 08.

One of the issues is we deal with where
are those chassis? Are there enough? |
continually have to stress the issue that it's not
just the nunber. Those chassis are required under
| aw t o be roadabl e and safe, and in nmany areas,
even where you can find a chassis, it is not in
that condition.

So if a driver is lucky enough to find a

chassis on a particular day, he is faced with the

Ander son Court Reporting -- 703-519-7180 -- www. ander sonreporting. net



South Atlantic Ports Forum Page:

56

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

option of trying to go out, after waiting sone
unknown period of tinme in a line, wth or w thout
a particularly safe chassis. That's not a fair
position to put themin. That is a position where
the law states that the chassis is supposed to be
roadabl e when it gets there, but they are not.

So again, | think the enphasis now
t hrough these FMC activities has very nuch
hei ght ened t he awareness and made it a far nore
di scussed i ssue as you go around the country every
week as we do all neetings wth various port
entities that discuss it.

So | think they are feeling the heat,
the FMCSA, and | think that approach, as we
potentially file for waivers, would be very useful
in that whol e context of when it should be part of
the solution and not the problem

| think the other area to | ook at, as we
| ook at the driver issue particularly, again, that
Is a fungi ble coomodity. |If I'"ma truck driver,
whet her |I'm an enpl oyee or an owner/operator, |

have a good driving record, | have a valid
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Commercial Driver's License (CDL), this industry,
and that's the entire trucking industry, is
historically driver challenged. W don't have
enough. And the drivers now who have historically
wanted to be the port driver, the daily driver,
shorter distances, get hone at night and the
weekends to be with the famly, they are basically
now in a problemwhere | can take that CDL, with
or without the truck, and find a gai nful
enpl oynent el sewhere. And it is unknown at this
tinme whether they will cone back to the port
business if we get into a situation where there is
not congestion as the normal process.

So it's very conplicated, there are a
| ot of noving pieces, and a | ot of them are new.
And | again very nmuch want to thank the FMC for
junping into this issue and providing a very good,
much- needed focus and rallying point around the
country to ook at this issue.

COW SSI ONER KHOURI :  Thank you all so
much. | appreciate it. You' re obviously a key

part of all of the issues. W're a few m nutes
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behind. If we could kind of shift real quick.
And we have three carriers, vessel carriers, who
agreed to cone up today, and thanks agai n.

We have to get done with the other three
panels. |'ve spent a lot of tinme reading the
curriculumvitaes and introductions. |f we could
just keep noving through the agenda. W have two
nore to go between the period of | unch.

Anot her perspective is that of the ocean
carriers thenselves, so let's take off.

MR. TRONTI: Thank you, Conm ssi oner
Khouri. Good norning.

My nane is John Tronti, with Crow ey
Mariti me Corporation, out of Jacksonville,

Florida. | have the fortunate pleasure to spend a
great deal of nmy tine here in Charleston, as ny
daily function is as the nmanagi ng director of
Marine Transport Lines (MIL) here in North
Charleston. | can't mss them

"' m happy to say that port congestion
isn't really an issue for us, because we haven't

been operating a whole lot. That could change
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soon. A couple of marine reserve force ships were
actual ly activated this past week for operation of
uni fi ed assi stance, so we're standi ng by.

But under ny Crowl ey Maritine hat, we do
have owned and managed vessels that call here in
Charl eston, and in speaking with the reps that
manage t hose vessels rightfully, they report is
all is well here in the Port of Charleston, and
congestion in lay tinme is not an issue.

My experience here in Charl eston, very
al i gned and energi zed maritinme conmunity who seem
to be well in control of their econom c destiny,
so that's good.

Ctow ey Maritine, if | can just tell you
about us a little bit, a very diverse conpany,
started back in the late 1800s. Tom Crow ey had a
smaller fleet back then, started with an 18-f oot
row boat in the San Franci sco Bay ferrying
supplies out to vessels at anchor. Nowit's a $2
billion diverse conpany with over 260 vessels,
owned and managed term nals, and rather diverse

| i ne providing shipping and | ogi stics, project
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| ogi stics, global freight, Al aska fuel sales and
di stri bution, petroleum and chem cal
transportation, power ship assist, tanker escort,
proj ect managenent sol utions, ocean tow ng and
barge transportation, vessel design and
construction nanagenent, ship nanagenent, and
mar i ne sal vage wreck renoval, and energency
response. So the service line is extensive and
spans various sectors.

Today | want to focus -- today's focus
is on line of service in the petroleumfleet,
which I'Il talk a little bit about, which we
routinely call here on the Southeast ports and
trade in the Jones Act. And Ctowey Maritine is a
Jones Act US flag-centered carrier, and it's
| nportant to our business.

Wth that, the petrol eum and chem ca
transportation business is really in a Renai ssance
ri ght now, clean products side of it. The shale
oil and fracking that's occurring in the M dwest
and around the USis really creating a situation

where petroleumtransportation in the Gulf and
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around various oceans around the USis really
growng. So we presently -- or recently --
conpleted a 17-vessel construction program 17
articul ated tug barges (ATB) that are all under
time charter and operating. W have five
addi ti onal US-fl agged tankers under construction
i n Phil adel phia right now.

So | guess the thene here is that the
Jones Act is alive and well. Ships are being
built in US yards. That's good for the US
shi pyard base, because the mlitary construction
is dwindling, so it keeps their work force alive
and well for the tine. There are a total of 26
tank ships currently under construction in US
shi pyards at the nonent.

Crow ey purpose and val ues, it probably
only has three values: Safety, integrity and high
performance. And |'m happy to say that personally
and professionally, | identify in aline with
those values, and | don't think I'd want it any
ot her way.

Safety's very inportant. It costs

Ander son Court Reporting -- 703-519-7180 -- www. ander sonreporting. net



South Atlantic Ports Forum Page:

62

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

noney, but sending people hone to their famlies
after they've been in the termnal, been at work,
or been aboard a vessel, | think that's the |east
we owe themin commtnent.

Integrity speaks for itself, and it's a
behavior that will stand on its own nerit. And,
of course, w thout high performance and a
hi gh-perform ng team there is no profit in the
busi ness, and there's no grow h.

The gromth that we're seeing in the
US-fl agged Jones Act sector at the nonent, it
t akes people to operate the ships, so that they
can cone to the termnals and cargo can nove,
whet her that be in petroleumor in dry bul k or
certainly container, and grow ng fl eet neans we
need mariners. Simlar to what |'ve heard this
nor ni ng about the drivers and driver shortages,

t hose shortages exist in the US-flagged mari ner
fleet.

Mariti me academ es have diversified
their curricula over the years. | happen to be a

graduate of one out in Massachusetts. Wen | went
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t hrough school there, you were either a nmarine
transportation major or a marine engineer. |'man
engi neer. Now there's seven different nmajors up
there focusing on facilities, energency
managenent, engi neering design. So the license
track cadets that are com ng out of the academ es,
they knowit's plentiful.

And shipping is cyclical, so it cones
and goes. Right now, we're having trouble nmanning
a fleet |ike we should, so incentives are needed,
not only on the termnal side, wth drayage and
drivers, but we need themon our side as well to
man the ships and man them effectively,
efficiently, and safely.

So one of the mssions thereis mlitary
maritime. Recently in Jacksonville, there was a
mlitary mariti me sem nar where the |ocal naval
stations and local mlitary organi zations, a
conference was held, and that's a transition where
those skills, people who are in the Navy and have
been to sea, those skills are easily transferred

t hrough the Coast CGuard licensing process and the

Ander son Court Reporting -- 703-519-7180 -- www. ander sonreporting. net



South Atlantic Ports Forum Page:

64

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

credentialing to man the fleet. And | would think
that the US Arny has lots of transportation
battalions, so perhaps that's a place where future
drivers can cone.

But it's a cultural thing, as a |ot of
you know. Technol ogy, the younger generation is
into technology. M kids certainly run an i Pad
and the i Phone and everything a lot better than |
do, so technology's out there in our industry.
Hopeful ly, they'll cone.

Just to wap up, and the reason we're
here, challenges in and around the Sout heast US
ports, for Ctowey Maritine, again, none here in
Charl eston, as | already nentioned.

On the broad scale, public term na
congestion can be relaxed with new rail heads, and
turntabl es have reduced drayage tine, and that's
happeni ng here and in Jacksonville, as | know it.

Maki ng public agency technol ogy-based
grants to ports and termnals for increased
efficiency and throughput can certainly help all

| i nes and shi ppers. Again, it's a technol ogy
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t hi ng.

Pool chassis providers, which | know was
recently discussed, in certain |ocations nake
sense, only in limted applications. Cost per day
may be double what Crowey is currently paying in
sone applications, and | guess it doesn't work for
everybody is the nessage. Mintenance costs may
very well rise, and the | ack of pure chassis
owner ship i s di m nished.

Truck power affected by regulatory
tightening, fuel classifications on drivers,
actual tinme in the port and at the custoner's
facility affect work ratios. And simlar to the
comercial mariner problem recruiting new drivers
Is difficult. Incentives are not there, and they
need to be.

Thank you for the opportunity to
coomment. | |look forward to the rest of the day.

COW SSI ONER KHOURI :  Thank you.

MR. MCCARTHY: Thank you, Comm ssioner
Khouri. | have sone prepared statenents here.

| appreciate the opportunity to address
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the FMC on the supply chain efficiencies and
chal I engi ng the issues of the industry and

st akehol ders that are westling with the |ogistic
supply chai n today.

|'"'m Ed McCarthy, senior vice president
of CMA CGM and vice chairman of the Ocean Carrier
Equi pnrent Managenent Associ ation (OCEMA), which
represents -- which is an organization that has 19
maj or carriers withinit. Since CMA CGM has not
commented in these foruns before, ny comments do
enconpass a little bit nore than the Sout heast
Regi on, so | appreciate your bearing with ne a
little bit,

After spending nearly two decades on
both the East and West Coast in port operations
with APM Term nals, | have now spent the | ast
three years on the carrier side of the business,
giving ne an even greater insight into the
chal | enges that occur outside the gates.

As everyone knows, the snmallest bit of
congestion at the ports have a trickl e-down effect

through the entire supply chain. Even brief

Ander son Court Reporting -- 703-519-7180 -- www. ander sonreporting. net



South Atlantic Ports Forum Page:

67

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

peri ods of congestion can |ead to days or weeks of
recovery. Wth the sustained congestion that we
have seen this year, the supply chain is seriously
at risk of grinding to a halt, which will i npact
our econony. | think that the stakehol ders here
today know that |'m not exaggerating when | say
that the challenges we're here to di scuss today
have reached a crisis level in other port regions
ot her than South Atlantic.

| followed previous port congestion
foruns with great interest, and |'ve appreciated
Commi ssi oner Khouri and the other comm ssioners
provi di ng these opportunities for discussion.
Unfortunately, it seens to ne that at the previous
neeti ngs, nmany stakehol ders have been too anxi ous
about their own point of view and not
col | aborative wth other stakehol ders.

W need to stop working agai nst each
ot her and for our own interests to cone together
with solutions. | recognize that each stakehol der
here today has conpeting priorities, but at the

sane tine, we all share the sane key goal: To
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keep the cargo noving while making a profit.

| hope we can agree that we each need to
make a profit in order to build infrastructure and
rei nvest in our own individual organizations for
sustainability. Keeping that in mnd, 1'd like to
hi ghlight a few areas where | think investnent is
the key to resolving the current issues.

Port authorities. Port authorities we
have heard from here today need to invest into
capital infrastructure to ensure conpetitive
capabilities and to develop jobs in each of their
space. The large capital investnents necessary to
develop facilities have been slow to devel op and
are currently behind the industry denmands. W
hear a | ot about East Coast port authorities and
the introduction of big ships. That can't happen
wi thout the critical infrastructure devel opnents
t hat we need today.

Term nal operators. Term nal operators
need to invest in container handling equipnent to
ensure they can grow their operations to elimnate

congestion. In 2004, when | built the APM
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facility in Virginia, we knew that the EEE cl ass
of the Maersk Line was com ng back in 2004. Ten
years later, the magjority of the ports on the East
and West Coast cannot handl e these vessels.

They al so need to work with the chassis
providers to devel op prograns for ensuring
resources are available for tinely repair in
termnals that currently have nore equi pnment out
of service than in service. Term nals nust
devel op i nnovative ways to pronote gate
flexibility and cannot sinply rely on solutions
such as Pi er PASS, which have only pushed gate
congestion to peak periods in the evening.

Motor carriers. NMotor carriers need to
invest in their drivers to ensure there's a future
for the drayage and in the trucking. W've heard
a trenendous anount fromthe notor carriers today,
and | echo their concerns.

Motor carriers also need to invest in
equi pnent and taking responsibility for chassis in
line with the nodel followed el sewhere in the

worl d. The owner/operator has been squeezed
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t hrough years on rates to a point where the
driver's living wage is unsustainable. A |lot of
that is indicative of the carriers and our
contracts, and this will be the dem se of the

I ndustry unl ess we take action now.

Shi ppers. Shi ppers, NVGs, and BCOs need
to invest in service |levels they demand. Shi ppers
are demandi ng the best service while driving rates
down. Cargo is conpressed into seasonal w ndows,
strai ning peak capacity. Wrehousi ng hours and
dr op- and- pi ck operations do not neet the denmand
for the cargo surges, so shippers are hol ding
equi pnrent and asking for nore free tinme. Carriers
usual ly grant the additional free tine to secure
t he business, but this contributes to further
equi pnent shortages around the country.

Rai | roads. Railroads and TTX conpani es
need to invest in equipnent and infrastructure and
al so | ook at operational practices that add to
congesti on and equi pnent shortages. For exanpl e,

t he wheel chassis operations required by railroads

to mnimze operational costs has a negative
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| npact on already overutilized chassis capacity.
Al so, there's insufficient railcar supply in the
networ k, causing railcar shortages and del ays

t hroughout the network. VWhile railroads want to
protect their individual interests overusage of

rail cars by one conpany to protect the interest

agai nst conpetition is a negative inpact to the

supply chai n.

Chassi s nmanagenent and | easi ng
conpani es. They also need to invest into an agi ng
fleet in new equi pnent and resources needed for
tinely repair of this equipnent, as well as to
reposi tion equi pnent fromthe surplus |ocations.
Depots are hol ding chassis that could be depl oyed
to mtigate chassis shortages in other areas.
Better positioning of equipnent to neet demand, as
occurs in regional gray pools, such as CCM and t he
SACP pool here in Charleston and Savannah, al so
work well and are inportant growth opportunities.

The United States Maritinme Al liance
(USMX), International Longshorenen's Associ ation

(ILA), PMA, and the ILWJ. Cyclical availability
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in the work force and stronger internal |eadership
i n each organization is required to neet the
demands of the industry. | applaud what has been
done in the USMX and the ILA to increase the work
force in New York and New Jersey this past sunmer,
including the ILA's efforts this year to limt
vacation tinme in the Northeast to neet the denmands
of peak freight. Labor availability has notably
i nmproved in New York/ New Jersey over 2013, but
these initiatives need to be formalized in
agreenents with the PMA and USMX to ensure the
i ndustry's provided with consistent, skilled, and
efficient Iabor force for long term Certainly,
the | abor supply plays an inportant role in our
confi dence of shippers and carriers alike.

Last, but not |east, the ocean carrier,
Ccean carriers need to invest in large ships to
t ake advant age of econom es of scale. Econom es
of scale need to provide superior service and
conpetitive prices. At the sane tine, carriers
are barely afloat, losing noney in the industry

year after year. There is a relationship between
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eroding rates and the ability to sustain needed
service levels. To mtigate the bl eeding, the
carriers have adopted a variety of cost-saving
nmeasures, such as slow steam ng. However, this
nmeans that vessels, when they are delayed in a
port due to congestion, it is cost prohibitive to
spend the noney on bunker fuel to nake up the tine
for the carrier.

Carriers nust also invest in equipnent
by ensuring a strong supply of containers,

i ncl udi ng speci alized containers. W need to

i nvest our tinme and effort into finding solutions
for container inbalance so that contai ners are not
only avail abl e, but avail able where they're
needed.

Ccean carriers, through cooperation
under the OCEMA FMC agreenent have i nproved
efficiencies at ports and inland rail term nals
t hrough the creation of regional gray cooperative
chassi s pools, which have freed up space on
termnals, increased trucking and rail turn tines,

and i ncreased conpetition and custoner options by
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allowng nultiple chassis providers participation.
At the same tinme, carriers must continue to
educat e stakehol ders on the new chassi s provisions
and managenent options available in this new
paradi gm so that equi pnent can be nanaged nore
efficiently by other stakeholders who are in a
better position to maxim ze efficiencies.

None of these issues are new to the
| ndustry, and the stakehol ders here today, they
are working on all of these to sone degree, but
they are exacerbated by the slow investnent that
we' ve seen to date. Volunmes are grow ng qui cker
than the i nvestnent can be depl oyed.

| do not pretend to think that these
comments are all-inclusive for each of the
st akehol ders, but | do hope |I've identified a few
of the conpeting chall enges and areas where we can
reach common ground and stop working in different
directions. Until we, as an industry, identify a
common path and accept that we all need to take
responsibility for our financial piece of the

solution, the cyclical nature of congestion w |
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1 persist and only get worse.

2 | recommend to the FMC an i ndustry-w de
3 CEO- | evel task force enconpassing all stakehol ders
4 be formed to address the issue and work towards

5 the common industry solution. W all know the

6 chal | enges, and we have the power to influence the
7 sol ution, but no one of us can solve it

8 separately.

9 | thank you again for your tinme and

10 opportunity to discuss solutions of change.

11 COW SSI ONER KHOURI :  Thank you.

12 MR. FOERTSCH. |'m John Foertsch with

13 Orient Overseas Container Line (OOCL), and I'd

14 | i ke to speak about term nal velocity here and how
15 to i nprove that.
16 We speak to notor carriers pretty

17 regularly here. W get their input. W talk to

18 the drivers. W have themtalk to the drivers and
19 give us the feedback. And just a couple comments.
20 And as we know, the industry has really

21 evolved in the |ast decade or so froma horizontal
22 nodel , where everything was spread all over the
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termnal, to a vertical nodel where everything now
is up in the air, and we pretty nuch -- the
density has inproved by at |east 400 percent, |
think. At that sanme tinme, the gates probably
didn't keep up with that. W've heard that the
notor carriers had to nove.

So with that, we need to identify the
chokepoints, inprove all that. The areas of
concern which we spoke to the notor carriers
about, nunber one was not enough good- order
chassis when they cone into the termnals. It's
not a designated yard where you can go in -- they
conpare it to like a rental car place. You go in,
your car's ready, hook up, and you go. That's a
problem They're floating around the termnals
| ooki ng for these chassis. They can't find one or
they get one with the | east anmobunt of danmage they
can, so they've got to spend the | east anpunt of
roadability they've got on those |ines.

I n sone cases, one of the problens, they
said cargo's not released. That could be the

liner's fault, it could be a term nal system or
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maybe the carrier didn't check. Is it

i nsufficient staffing? Once you get in the gate,
you've got to go to another gate sonetines or
you've got to go to an RDG  Then you've got to
wait in line again. So you're waiting inline to
wait in another line is the problem So is it

i nsufficient staffing inside the termnal or just
a shortage of yard equi pnent?

Anot her big one that hit themwas the
del ays at the Maintenance and Repair roadability
| anes. Who wants to get behind a guy with -- when
you need a coupl e inches, and you got a guy
changing tires in front of you. |It's |like being
at the toll booth, and a guy's counting out
pennies while you're trying to get through the
tunnel .

So there's a coupl e suggestions they
made for this, and one was create express | anes
for enpties. That way you don't have all the
adm ni stration, is the booking good, is the thing
overwei ght, things like that. So if you can flow

themenpties in and out, you're going to inprove
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that velocity.

A designated yard | ocation near the port
facility -- there's an option -- for good-order
chassi s, and based on m nor danmage only.
Prioritize what is m nor danage and what's heavy
danmage. Any wth heavy damage shoul d be renoved
conpletely fromthe termnal so the drivers don't
hook up to these things and find out now they got
a big problem probably, pulling this thing out,
goi ng through roadability. You're going to be
stuck there.

Express | anes for roadability for just
| ights and | enses, maybe nudfl aps, and m nor
problens. And like | said, drivers with m nor
| ssues shouldn't be del ayed behind a driver with a
maj or problem That's what's bottl enecking
everyt hi ng up.

Cargo plan. In some cases we nount
cargo directly fromthe vessel onto chassis, maybe
it's got to be expedited or it's a hazardous
materials (HazMat) |oad or sonething |like that.

But cargo planned to nount direct fromthe vessel

Ander son Court Reporting -- 703-519-7180 -- www. ander sonreporting. net



South Atlantic Ports Forum Page: 79

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

to a chassis should be preinspected and held in a
desi gnated area so he doesn't have a probl em when
he goes to pull that box out of there.

Chassis that need nmajor repair should be
renoved fromthe termnal for term nation or sale,
and that should be managed by the chassis pool or
t he chassi s owners.

And our notor carriers reported even
t hough we do flex hours, they said during the neal
break, they see a substantial drop in the
productivity there. They'd like to see that fully
staffed and nmanned, if that can be managed, to
keep the nunbers fl ow ng.

And then sone term nals reported having
probl ens because maybe nultiple | anes feed down
into just a few, and once again, there's another
bott| eneck.

So |ike these guys were saying, there's
nobody com ng out of school these days sayi ng:
When | graduate, | want to be a truck driver. So
it's got to be attractive. It's got to be a

W n-win for everybody | think.
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That's ny observations on the notor
carriers as well.

COW SSI ONER KHOURI : Thank you so nuch.
We appreciate that. | think we have anot her node
of transportation ready to go. And again, | hope
everyone has flexibility to stay for the afternoon
open m crophone give and take, which | hope is
sone robust conversati on.

This is our railroad panel, and again,
thanks for all of themcomng in. And in full
di scl osure, | worked with Curtis Wualen for a
nunber of years, and | worked with a conpany that
was owned by CSX Corporation for several years.
There's certainly no favoritismhere in any
description, so kick it off, and I'll start wth
the nean, bad Norfol k Southern. Just joking.

M5. HAVER: Thank you for having us
today. M nane is Trish Haver, and | amthe
mar ket manager for ports and international with
Norfol k Southern (NS). M primary responsibility
I s the Sout heast port, so this is where ny area of

expertise lies.
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Just to give you sone background on
Nor f ol k Sout hern and how we fit into this, we
operate 22,000 route lines in 22 states and the
District of Colunbia, which allows us to support
i nternational trade routes. It gives us the
ability to serve every nmjor eastern seaport, ten
river ports, and nine | ake ports. W operate the
nost extensive internodal network in the east and
al so have maj or coal, autonotive, and industri al
product franchi ses.

We invest in projects designed to expand
the rail network and to increase freight capacity
for our custoners, and this is in support of our
vision to be the safest, nost custoner-focused and
successful transportation conpany in the world.
W're committed to delivering product efficiently
and reliably, which is one of the reasons why
we' ve been able to experience a 5 percent vol une
grow h year over year and year-to-date for 2014.

We've seen this growh primarily in the
i nternodal segnents. W've seen a | ot of highway

conversi ons due to congestion. W see a
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continuation of our Crescent Corridor initiatives
and significant growh in international shippers.
W' ve seen sone -- we've experienced sone nice
gromh in the nerchandise area as well, but it's
primarily related to energy, so fracking, crude
oil, steel, and construction energy markets have
really been the gromh engine there, and a | ot of
that goes into the Northeast.

We have strong growh in the autonotive
network, which is primarily in the Southeast, and
are expecting strong corn and soybean growth this
year fromthe robust crops. Coal continues to see
a downturn, primarily due to utility -- decreases
in utility node, but that's going to be because of
depressed natural gas prices.

In order to support this growth, in
turn, we are very aware and sensitive to the
congestion issues and how i nportant the rail
network fluidity is and velocity is to the overall
supply chai n.

In 2014, we adopted a $2.2 billion

capital investnent program 66 percent of which
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wi Il go back into investnent to core network
projects. These projects are primarily focused in
the Illinois, Indiana, Chio, and New Jersey areas,
whi ch al so coincides with our major freight routes
and our highest-density | anes and our | arge-vol une
| anes, so we are very aware of where the pinch
points are and where we need to focus our efforts.
It's inportant to note this is a 12-percent

| ncrease over 2013.

Al so, in support and inproving velocity
in the network, which will ultimately support the
ports and the international shipping, we're
| ooking at inprovenents in train and engine (T &
E) services as well. Through this, we're hiring
new fol ks, we are taking advantage of retirenent
del ays and transfers, and we're al so offering
vacati on buy-back prograns, which allows us to
| ncrease the nunber of crews that we have
operating in the network.

It really goes back to velocity.

Vel ocity is the key for rail support. |f your

network is fluid, and you are able to turn the
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equi pnent, then you're going to see service
| mprovenents.

We al so have taken -- we'll begin
delivery of 50 | oconotives, new electric and
di esel | oconotives, beginning in Novenber and
Decenber, and also begin to take delivery of 100
SMD- 90 Mack | oconotives to support this.

We're very sensitive to what's going on
in the country right now, but I'd like to say it's
pretty good to be in the Southeast as it stands
today. We do not see nearly the issues in the
Sout heast as in the Northeast. Qur biggest
percentage of on-tine starts as far as crew
availability, |oconotive usage, all of our nunbers
I n the Sout heast are significantly better than
they are in the Northeast.

| think it's a function of a couple of
things. W don't have the weather-related issues,
we're not catching up fromthe problens that we
had, and really, we coordinate very closely with
our short-line partners and our port partners in

t he Sout heast to make a fluid, successful
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transition with the rail.

Again, we are committed to keeping
everything as fluid for you as possible, and
you're our partners, and that's where we stand.

MR. NOURY: The little guy next?

COW SSI ONER KHOURI @ You're an
i nportant part of the panel.

MR. NOURY: Conm ssioner, thank you for
inviting Florida East Coast Railway (FEC) to be
part of this panel, and also, I'mvery pleased to
be up here with our two distinguished railroad
partners, the CSX and the NS, and we have a
trenmendous relationship with those folks, and 'l
talk about that a little bit nore.

| want to talk a little bit first about
an overview of the FEC railroad. W're alittle
bit different beast than the Cass | railroads and
operate sonmewhat differently, and then I'll go on
and tal k about sone of the challenges that we face
and are | ooking at and how we're overconi ng them

And since |'ma salesman and |'mthe

vice president of national sales for the FEC
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Rail way, | have a little bit nore positive
perspective. |'d like to put on rose-colored
gl asses, and besides, | live in the Sunshi ne

State, where the sun al ways shi nes.

So anyhow, the FEC, we run 351 mles of
mai nl i ne track between Jacksonville and Mam . W
are the only railroad along Florida's east coast.
We are the sol e and excl usive provider of
i nternodal rail services connecting the South
Florida markets and the South Fl orida Gateway
force with the southeastern United States, and
vice versa, and we have inline relationships with
these two fol ks right here.

And again, reliability and service are a
keynote for us, as well as safety. W run one of
the safest railroads in the country. CQur
reliability is well-known. One of our nmjor
custoners is United Parcel Service (UPS), and they
run on many of our trains that nove daily, and
we' ve had 2,000 days of service without a service
failure wwth UPS. In this industry, that's fairly

exceptional, particularly with such a demandi ng
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client.

W run 12 trains a day, six trains
schedul ed sout hbound, six trains northbound.
These are m xed trains. W mx cargo with
i nternodal. 78 percent of our business is
i nternodal. O that, about 40 percent is
i nternational internodal, and that is grow ng,
particularly with what we're seeing in the South
Florida ports, in particular, with their increase
I n vessel colonies and freight com ng through al
those ports and also with the growh in the
denographics in Florida.

As Brian nentioned earlier, Florida is a
very popul ar state. [It's nunber four in terns of
TEP in the United States, and it's al so now the
third largest state. And the two bi ggest
popul ation centers are in Central Florida, wth
about 9 mllion people, and South Florida and the
Geater Mam area with close to a little over 7
mllion people, so a trenendous denmand state.

And then as al so Brian nentioned, we get

an influx of 100 mllion tourists a year. That's
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a trenendous anount of consunption, both in
Central Florida and South Florida, primarily.
Those fol ks are buying a | ot of goods to take hone
with them and a lot of that stuff conmes fromthe
Far East and the Far East trades, and so it's very
| nportant that we have the proper infrastructure
in place to be able to serve that grow h and
mai ntain it.

Lots of conversations tell you about
| ssues in trucking and chassis. W believe that
we are in a better position in South Florida. W
have our own trucking conpany, Florida East Coast
H ghway Services. W run about 250 trucks,
owner/operators, and we al so have our own chassis
fleet. W have about 260 international chassis
and anot her 350 donestic chassis of various sizes,
depending on the requirenents. W also -- our
sister conpany is Track Leasing, so during peak
season tines, we were able to expand t hat
capability significantly as the needs ari se.

Again, | nentioned we're running m xed

cargos down there. W run aggregate, we run
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et hanol tanks and autonobiles, so we run 9-,
10, 000-foot trains. Qur track is a continuous
weld, and it's also all concrete ties, which
allows us to run these heavier trains at safe
speeds to neet schedules day in and day out.

And agai n, we have excell ent
connectivity with the Sout heast, with our inline
connections. W are now servicing the markets in
t he Southeast -- Nashville tw days, Atlanta two
days, Charlotte two days -- a tine-critical
busi ness and particularly apparel com ng out of
Charlotte, going down into South Florida, for both
Crow ey and Seaboard, who are heavy in the garnent
busi ness, the 807 business.

As far as being prepared for the future,
we have been working very, very closely with the
ports devel oping infrastructure. And again, as
was nentioned earlier, we've been favored in
Florida. Regardless of the transgenesis in the
federal governnent, the state governnent has been
very good to us, and we al so have been worKki ng

very closely with the ports in infrastructure
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devel opnent. W are now on dock at the Port of
Mam , and at the end of |ast year, we opened up
our first spur on the Port of Mam, and now, at
the end of Septenber, we have 9,000 feet of
operating track on the Port of Mam . This has
i ncredi bly inproved the efficiency of the vessel
services there and the ability to elimnate that
crosstown trade to get to the rail. W |oad the
trains right there. It's sinply a nove fromthe
marine termnal onto the track, onto the train.
It doesn't get grounded, and so it noves out very
qui ckly, very efficiently.

Seaboard Marine is using that right now
for all of their business, and they're heavy in
t he garnent business, as | nentioned, and nove
several high-volune trains northbound to
sout hbound in a week to service that business, and
they are now appreciating a great savings in
reduced trucking costs, reduced use of trucking,
and certainly have gained efficiencies on the
port.

We have the sanme situation in Port
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Everglades. | don't knowif Steve is still here
or not. Steve, we've been watching, and we know
it's been a long, long road for you guys, and the
goal line keeps getting stretched out, but we
think you're in the red zone, and we think you're
going to be very close in the very near future to
get that infrastructure conpleted. W appreciate
the fact that you worked so hard initially wth
the railroad. W now have and opened this spring
a 42-and-a-half-acre, state-of-the-art donestic
and i nternodal container transport facility

adj acent to Port Everglades. It has both a
donestic gate, and it has an international gate
that opens up directly onto the port, providing
simlar efficiencies, and proceedi ng down the Port
of Mam .

The northern gates, the donestic gates,
there are four gates, tw in/two outbound. These
are fully automated with optical readers, and the
trucks are able to get in and out in 15 m nutes
and the reason why that is, they go through the

optical readers, everything is scanned, they know
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who the truck is, the billing's already in the
system they go to the kiosk, pull the ticket, it
tells them where to drop what they're pulling in
and where to pick up the next.

Al our termnals are fully nmounted on
wheel s, so there is no lifting or sitting or
wai ting, no defective chassis, bring it over here,
and sone are | oaded on, so it's very quick. W do
the sane thing in the international gate. W run
seven gates. And the reason we have an extra
gate, because we have one gate that can go in
ei ther direction, depending on how the traffic
flowis at the particular tinme of day, whether
it's inbound or outbound traffic, so great
flexibility there.

And again, that opens imedi ately onto
the port. Cowey's termnal is right there,
anot her big player, another maj or custoner of
ours. They have al so been able to reduce their
reliance on truck capacity, and they have al so
i nproved their efficiencies and reduced costs

because of this capability.
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The other thing it's allowed us to do is
open new markets. By having on-dock rail at the
Port of Mam and having a rail gate at Port
Ever gl ades that opens onto the pier, we are now
able to service that huge nmarket in Centra
Florida. W have a ranp at Cocoa. By having
these facilities, we elimnate the front-end
crosstown dray. That doesn't exist anynore. |t
goes right on the train, goes up to Cocoa. Cocoa
Is 35 mles from Ol ando.

And that is growng very rapidly for us
and, again, opens up new nmarkets. It does a
coupl e of wonderful things. It takes truck
traffic off the roads in a highly-congested
corridor in South Florida, and so that's another
piece of this is reducing congestion.

Anot her thing that we're doing is we've
just purchased 44 new General Electric (GE) Tier 3
| oconotives that are going to neet the
Envi ronnmental Protection Agency (EPA) standards
going forward. The nice thing -- they wll be

delivered in the first quarter of next year. The

Ander son Court Reporting -- 703-519-7180 -- www. ander sonreporting. net



South Atlantic Ports Forum Page:

94

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

nice thing about these is they are al so
convertible to liquid natural gas (LNG. W are
working wth GE, and they have conversion kits
that are going to allow us to run 80-percent LNG
and 20-percent diesel. W also have the
capability of switching back to full diesel,
because these are 30-year assets, and we never
know, in ten, 15 years, what that market's going
to look like, so we have to have flexibility.
Now, we think that's going to nake us even nore
friendly environnentally, with fewer em ssions,
and can certainly create a lot of efficiency and
reduced costs.

So we think we have a | ot of good things
goi ng on, and we see a bright future. W think
we're prepared for what's happeni ng now, and we

are | ooking for and excited about opening the new

Panama Canal, because we think -- we're expecting
to see large vessels cone in. |It's one thing to
have -- get the dredgi ng done, and congratul ati ons

to the Port of Mam. They will be the first port

south of Norfolk in 2016 that can handl e t hose
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| arger vessels, and we fully expect that the
8, 000-plus twenty foot equivalent (TEU) vessels
wi Il start cascading fromthe Suez service and
start com ng through the outer water up through
t he Panama Canal, and we think that will be --
that inpetus to do that will be even greater with
all the issues going on in Southern California
ri ght now.

| just spent sone tine in Asia talking
to the Asian steanship lines. They are very, very
concerned and are | ooking for alternatives, and
certainly, they're | ooking at the Southeast ports
as an alternative.

COW SSI ONER KHOURI :  Thank you.

MR. WARREN:. Well, good norning. My
nane is Carl Warren. |'mdirector of ports and
| ndustri al devel opnent for CSX Transportation,
based in Jacksonville, Florida. | focus on the
East Coast ports, as well as industrial
devel opnent in Virginia and North Carolina, South
Carol ina, and Georgi a.

My comments actually are going to sound
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alittle bit Iike Norfolk Southern's in that we
have very simlar footprints, and | think fromthe
perspective of the network issues that the eastern
rai |l roads have encountered, they | ook very
simlar.

I n our case, clearly, the energy
Renai ssance, both in terns of crude oil and things
that we nove related to fracking, pipe, frack
sand, all that kind of stuff, has had a nmjor
| npact on our northern network. W have
subdi vi si ons outside of Chicago which, over the
past six nonths, have seen increases of 35 percent
i n volunme, which, for a rail operation, is a
trenmendous stair step to have to overcone.

Typically, on our systemoverall, we
usual ly plan for the general activity level to
| ncrease by about two-and-a-half percent, and so
what we have found in the last few nonths is that
we' ve had to respond very quickly to system /|l evels
whi ch are now up 9 percent overall.

And where the rubber hits the roads on

those things is really in three areas: One is in
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ternms of hiring nore crews, the other getting nore
| oconotives, and the other getting additional |ine
capacity in place.

So if you were to | ook at a map of our
| i ne capacity projects, not surprisingly, you'd
see a lot of themin the northern corridor between
Chi cago and New York. You would also see a couple
of projects comng into the Southeast, especially
for our line that cones out of Chicago.

The trick, of course, is that when
you' re building sidings and double track, the |ead
time for those things can sonetinmes be 12, 18
nont hs, sonetines |longer, to get that work done,
so capacity is usually the last thing that you can
bring up to speed quickly.

In terns of the other capacity, the
crews and | oconotives, which, in turn, inpact
velocity, when Ed McCarthy was tal king about his
concerns with TTX Conpany railcars, all of these
things play together. |If that rail network slows
down, you need nore | oconotives and nore crews and

nore cars, and you get to a point where nobody's
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real |y happy, including us, because we're not able
to do the things for our custoners that we need
to.

So when you | ook at crews in particular,
you're in alittle bit better position there,
because you can, within six nonths to a year, get
a lot of the people that you need back in place.
We're hiring aggressively to achieve that goal.

Loconotives are tough. W've got 300 on
order. W' ve got about half that order com ng on
at the begi nning of next year, which wll
certainly help, but as you could hear from
|istening to the other railroads, |oconotives are
i n short supply.

Realistically, we think that our system
wi Il be under stress until the end of the second
quarter of 2015. W'd like to think that it's
goi ng to happen sooner, but realistically, | think
that's where we are.

| think the focus of a [ot of that
pressure, though, is going to be in the M dwest

and Chicago and the Northeast, so with our focus
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on congestion issues in the Southeast, we're
actually in a fairly enviable position here,
especially as it relates to Jacksonville and
Char | est on and Savannah.

|f you were to | ook at our on-tine train
originations, you'd see that nost of our termnals
i n the Sout heast are north of 85 percent
originating their trains. There's a couple of
trouble spots. You know, when Brian Tayl or
menti oned that he was concerned about his auto
trains in Jacksonville, that was in part because
we have -- the network that serves him goes
t hrough Waycross, where we've had sone issues from
time to tine driven by resource availability, but
we al so see that situation inproving as we go into
the peak and into next year.

| would say that, generally speaking, in
t he Sout heast, we're fluid at all the ports. W
have had issues that we're managing, and | want to
take a little bit of tinme to tal k about that,
because | think that really gets to the heart of

how we can be successful in addressing congestion
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at these | ocations.

So, for exanple, in Jacksonville, we
nove a pretty substantial quantity of internodal
traffic through the port, a lot of it focused on
Puerto Rico and the Caribbean. And right now, in
terns of service issues, they're not very
substantial on the internodal side, but what we're
doing there is we're | ooking ahead.

JAXPORT has invested in an Internodal
Cont ai ner Transfer Facility (I CIF) very close to
its termnals at Blount |Island and at Danes Point,
and even though the termnal is under
construction, we're already in dialogue with the
port and the operator to figure out what that
operating plan is going to look like and figure
out how we can best |everage that asset to the
advant age of our nutual custoners.

| n Savannah, we have a hard-working team
fromour short-line partners at Genesee Wom ng,
as well as fromthe Georgia Ports Authority,
keeping a close eye on the interface between the

Chat ham | CTF, which the Georgia Ports Authority

Ander son Court Reporting -- 703-519-7180 -- www. ander sonreporting. net



South Atlantic Ports Forum Page: 101

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

(GPA) built a few years ago, which we're able to
use, and our Savannah yard, where we partner
I nternodal trains from

There's a group which neets several
tinmes a nonth. They review where the strengths
and weaknesses are in the operation, and we're
constantly working to inprove that product to
deliver the reliability our custoners require.

Then finally in Charleston, it's
I nteresting. Wen | heard sone of the comments
fromBulldog, and |'ve heard a few from our
custoners and the port as well, clearly, the issue
there is the interface at our gate at the
Charl eston term nal.

And over the course of the past year,
we' ve seen a pretty dramatic transformation in
Charl eston. W went from having an operation that
was doi ng about 65,000 containers a year to one
t hat was handl i ng near 100,000, so an expl osive
growh in terns of container traffic, and it
strai ned our resources pretty badly. W had to

replace three of our lift machines, we had to
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purchase two new ones, and we had to redesign our
operation to be better able to accommbdat e t hat
vol une,

As we go into 2015, we'll be naking
addi ti onal changes to the operation there at the
physical plant to mnimze -- and this is one of
the things that's been kind of a cause of del ays.
We have a stacked operation there. Wat we're
trying to dois mnimze the instances where it's
necessary for our operators to dig deep into a
stack that's got three or four containers in it to
bring that back out for the truckers.

So we think by making sonme sinple
adj ustments and continuing to focus on process
| nprovenent at that termnal, that we'll be able
to keep it in line wwth what the | ocal community
expects.

So | guess what | would take away from
what we're seeing so far is, one, we're fortunate
that we're in the Southeast, because even though
there are sone spillover effects fromthe general

congestion on the network, we're in a pretty
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stable place in terns of capacity, but to protect
that, | don't think I can underscore enough how
| nportant coll aboration is.

We've seen this with what we're doing at
an operating level in Charleston and Savannah, but
| also think that |ooking forward, as we have been
i n Jacksonville and have started to also do in
Charl est on and Savannah, in ternms of planning new
i nfrastructure and thinki ng about what the future
| ooks I'i ke and mappi ng that together is going to
be critical for nmaking sure that we're nore
successful as the population grows, the ships get
busier, and we all have nore to do.

So that's all | have to say for now, and
t hank you very nmuch for your tine and attention.

COW SSI ONER KHOURI :  Thank you very
much. That brings another whol e perspective, |
guess, especially for what's referred to as
di scretionary cargo that's going inland, you all
are the fol ks that nake that happen, a great note
of perspective.

Thank you. One nore panel, the chassis
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providers, and then we'll break for |unch.

"' mfrom Kentucky and a horse racing
fan, so we're comng around the far turn and down
the hone stretch here for this norning. | have
the group of chassis providers and their
perspectives, and we'll kick off with --

Bernie, do you want to get it started?

MR, VAUGHAN: Sure. Good norni ng.

Thank you, Conm ssioner Khouri, for the
opportunity to address this group.

| had the pleasure of also participating
in the panels in LA/ Long Beach with Chairman
Cordero and in Baltinore, with Comm ssioner Doyl e,
and | also took -- we run the Los Angel es Basin
Chassis Pool (LABP), it's about 38,000 chassi s,
and everyone's aware of all the problens they're
havi ng now, so | had the privilege of taking

Chai rman Cordero and sone ot her FMC nenbers on a

tour of the facility. | think they all ran out
screamng. It was quite a dramatic event.
But in any event, |'mthe chief |egal

of ficer and executive vice president of
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1 adm ni stration of Flexi-Van Leasing. |'ve had

2 that position since 1986, so |I've had the

3 opportunity to participate in and w tness sone of
4 t he dramati ¢ changes that have occurred in the

5 chassis | easing business. |It's becone nmuch nore

6 chal l engi ng, | can assure you, from our

7 per specti ve.

8 Flexi's one of three nmajor |easing

9 conpani es, our colleagues from TRAC I nternodal and
10 Di rect ChassisLink (DCLI), and also we actively

11 work with the CCM the OCEMA chassi s nmanagenent

12 conpany.

13 Flexi's perspective is a little bit

14 different in the sense that we wear nmany different
15 hats in that we're a chassis provider, we're a

16 chassi s | easi ng conpany, we contribute to the CCM
17 pool s, and what is unique to us, at |east

18 historically, is we also run service centers in
19 nine of the major ports, and we deal wth four

20 di fferent uni ons and have nonuni on shops as well.
21 So we're cogni zant of the issues that we face, so
22 we deal with our union nenbers in the ILA on the
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East Coast and the |ILWJ and the uni on mechani cs on
the West Coast. W al so have depot rel ationships
Wi th probably 35 i ndependent depots. Sone of
t hose rel ationshi ps go back decades.

By way of exanple, in the Southeast,
we' ve done business -- | saw Vince Marino's here
from Cont ai ner Mai ntenance. W' ve done busi ness
with that conpany, hopefully nutually
successfully, for the last 20-odd years.

In any event, the issues that are facing
us -- and the business is really in transition,
but the issues that are facing us are sonmewhat
common. The good news is in the Southeast, where
we principally participate through the CCM pool ,
those states are not facing the problens to the
magni tude that we certainly are currently facing
in Southern California, and to a | esser extent
that we face in New York, but | think there's sone
| essons to be | earned, and clearly, sone of those
problens may result in diversional cargo to the
Sout heast .

You have your own projected growth, you
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have the issues related to the Panama Canal, and
certainly, the issues on the Wst Coast nmy cause
the ocean carriers to rethink some of their

depl oynent s.

| live in New Jersey. |'ve spent four
days there in the past two nonths. Half of ny
ti me has been spent in LA/ Long Beach sort of
getting yelled at about the LABP pool, and | see
t hose issues, frankly, continuing in the short
term |'ll talk alittle bit [ater of what we've
done and what TRAC and DCLI have done to try our
share to aneliorate the problem but the truth of
the matter is there were a whole series of factors
contributing to the situation that now exists.

In terns of understanding the
transition, maybe |I'll step back for a second and
just give a one-mnute history of where we got to
where we are. Wen | joined the conpany, 85
percent of our revenue, up until five years ago,
cane from 22 shipping lines, so we basically had
22 custoners basically driving our business nodel.

Now we have over 5,000 custoners, principally
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notor carriers, added to the m x.
Those of you who run busi nesses,
FI exi - Van and our conpetitor conpani es have had to
change dramatically to neet that business need,
and the cost structure really just went through
the roof in terns of the cost of doing business.

Fl exi -Van is owned by David Muirdock,
TRAC by Fortress | nvestnent Conpany, and DCLI by
Littl ej ohn, and these investors expect a fair
return on their investnent. | can assure you,
while we're private conpanies, we are all in a
very chal | engi ng envi ronnent because nany of the
costs that we have are absol utely beyond our
control.

Now, when you | ook in the business
change, what happened was, as everyone knows, the
ocean carriers decided to exit the business of
owni ng chassis and then subsequently to exit the
busi ness of providing chassis, and | think it's
safe to say that that transition occurred nuch
qui cker than we in the industry thought.

Dave Manni ng nentioned a conplicating
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factor was a |l ot of these acquisitions were the
result -- or had an ancillary condition of

conti nued chassis usage, and those agreenents, the
| ndi vi dual contracts wll be expiring, so the

mar ket will change. Certainly, from our
perspective, we want an open conpetitive market.
We're happy to conpete. W just want a | eve

pl aying field.

But in any event, let ne tal k about sone
of the issues that face us as | easing conpanies
and sone of the things that we've done to address
t hose i ssues.

As everyone knows, we've sw tched over
to, essentially, this trucker nodel, and to the
maxi num ext ent possi ble, the ocean carriers want
to shift to varying degrees and varying | ocati ons,
and it's going to take a while to sort out, but
fromwhat we call the sort of store door nerchant
versus carrier haul age, so nore and nore notor
carriers are becom ng our custoners.

| should add a caveat to that. Because

of sonme sort of problens with service and because
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there were sone other good driving factors, we've
actually seen a growh in a relatively new

busi ness, and those businesses are -- while this

| ndustry historically, the truckers were
essentially nom and- pop entrepreneuri al

operations, there are a fair nunber of |arger

pl ayers, and they have seen it to their interest
either to purchase chassis or to | ease chassis, so
we see that market of |easing chassis to notor
carriers as a grow ng narket.

The other is leasing chassis to the
beneficial cargo interests. A good exanple in the
Sout heast is we have a relationship with Lowe's
and Georgi a-Pacific, and those are dedicated

fleets. The benefit to the custoner is

readi |l y-avail able chassis. It's a closed system
SO you can put -- and our conpetitors offer the
sane thing. If you want radial tires, if you want

LED lights, if you want airing-up systens, that's
all avail able, because it is a closed fleet. You
have a | ot nore control over the quality of your

asset .
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In terns of the issues facing the pools,
the largest cost, by far, to a pool is maintenance
and repair expense. And just by way of exanpl e,

I n Los Angel es, we have about 37,000 chassis in
this one pool, and our expense is north of $40
mllion and trendi ng upwards.

The conplaint or concern that | have,
and those people report to ne, eventually, is
there's a huge di sconnect between paying the bil
and having control over the asset. W have huge
chal | enges getting our inspectors on term nal
havi ng access to the equi pnment. W have issues
W th respect -- and Curtis Wialen and | have
tal ked about this. You want to provide a trucker
wth a safe, roadabl e chassis when he shows up,
not that nost of the work gets done in nmandatory
roadability.

| mean, |'msure nost of us travel a
| ot. Can you i mgi ne picking up your Hertz rental
car and getting to the gate and they say:
Everything's good to go, except you need a

headl i ght and two tires, why don't you go stand
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over there? | nean, it just really is a crazy
system

And |'ve been at other term nals where |
asked to see the available pile, and I'lI| see
dozens of lights m ssing and obvious flat tires
and cut to cord, and they say: OCh, well, we deal
Wi th those issues at roadability. |It's sort of
crazy tal k.

W're trying to work that through, but
in reality, other than witing a check, since so
much of the work is done on the marine termnal,
we effectively have very little control over that.
W're trying to change that, | nean, it's really a
partnership, but it's really one of our driving
chal | enges.

The second biggest cost in running a
pool is repositioning cost, and that neans noving
bare chassis fromPoint Ato Point B, a nonrevenue
nove, but with an attendi ng cost of drayage.

| don't know if Joshua's still here. W
wer e havi ng huge problens. W nove thousands of

bare nove chassis every week in the Wst Coast,

Ander son Court Reporting -- 703-519-7180 -- www. ander sonreporting. net



South Atlantic Ports Forum Page: 113

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

and we'll ask to have a gate open on Saturday, and
we'll line up 250 noves, and then they'll say:
Sorry. W don't have the manpower. Go away. |
nmean, that just happened | ast week. That's a
huge, huge inconvenience to the trucker and really
wr ecks our | ogistics.

One thing that we've done to try to
aneliorate that is we've gotten agreenents from
certain termnals to have a separate |lane just to
funnel these chassis in and out. Another thing
is, with limted success, to have extended hours
just to do the repositioning.

And the third thing which nost of you
probably are aware of, Flexi-Van, in the capacity
as the manager of the LABP pool, and | should say
FI exi - Van, that pool, we manage it, but TRAC and
Fl exi and China Shipping are the contributors. So
as a pool manager, we got together with DCLI, who
al so manages pools in the Wst Coast, and went to
the Departnent of Justice and recently reviewed --
obtai ned a favorabl e business review letter. It's

what people commonly call the pool of pools

Ander son Court Reporting -- 703-519-7180 -- www. ander sonreporting. net



South Atlantic Ports Forum Page: 114

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

concept, such that a trucker can now pick up
ei ther a DCLI-nmanaged chassi s or an LABP-nmanaged
chassis, and all the start/stop |ocations becone
conmon.

So the trucker can keep the chassis,
I nstead of having to get rid of a chassis when
he's going to pick up a DCLI-mnaged pool box, and
furthernore, at the end of his series of trips, he
doesn't have to dead-head a chassis back because
it has to go back to an LABP | ocation, and he's at
a DCLI - managed | ocati on.

W think that will be a materi al
i ncrenental inprovenent in ternms of hel ping the
trucker out, and furthernore, you run into these
-- interns of a cost of repositioning, you sort
of have this anomal ous situation where LABP was
going into Termnal A to pull 300 chassis out, and
DCLI, for its custoners, were putting 200 chassis
back into the sanme pool.

So since we do not have any trust
anenity, like ny good friend Phil, | thought it

was good to go to the DQJ, where | used to work,
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and we had no objections, but it took nine nonths
to get the letter. Go figure. | don't feel as
bad after hearing about how long it takes to get
an Arny Corps of Engineers permt.

But in any event, that process will go
into place early next year. W've retained a
third-party vendor to sort of be the scorekeeper
and to be the arbiter if there's an issue where
one | easi ng conpany says it's ny notor carrier
custonmer, and we all have the sane custoner base,
in general, with the major players. So in any
event, hopefully, that will help out.

And you hear about this problem of
chassis supply. Let nme just sort of clue you in,
a couple of things that were al so creating
problens. The first was we were getting --
there's a problemwith getting accurate data from
the termnals. |In sone areas, only 40 percent of
our data cones el ectronic data interchange (EDI).
That creates |ots of problens. W never had a
data cl eansing departnent -- it's now our | argest

departnent -- to deal with bad data and nake sure
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that the billing is correct.

The issue with these grand alliances, it
wr eaks havoc when you have a large ship say: |'m
comng to Termnal A Wek 1, and Week 2 I'min
Term nal B, and Week 3 |'m back in Term nal A.
This sort of noving equi pnent around |ike drunken
sailors, that really is a huge chall enge.

In ternms of the future, in the |easing
conpani es, both TRAC and Fl exi and DCLI, we have
been novi ng thousands of chassis from-- by way of
exanple, we're noving 1,000 from Houston now to
the West Coast. That is a huge expense that,
frankly, isn't justified in terns of as soon as
there's a dowmnturn, the termnals are going to say

get these chassis off the termnal, and that's

going to be another problemwe' |l have to face.
W're all private conpanies. | can only
speak for Flexi. W are building nowin China and

at Hyundai in Mexico and in New Jersey, we have
five-year plans. Wthout getting into details,
we're going to spend hundreds of mllions of

dollars. W conpete for capital wth Mirdock's
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ot her conpani es.

And just one final point: There is a
chal  enge in the pool environnent, and Dave
Manni ng al so spoke about this, that you want LED
| i ghts, you want airing systens, you want radi al
tires. 1It's not new \W've been offering that to
our custoner base since the '80s. W own Dol e
Food Conpany. They've been running radials and
LEDs forever. The problemor the challenge is how
you i ntroduce those enhancenents into a pool
envi ronnent .

Now, on these -- |like Lowe's, we have
all the bells and whistles, but that's really a
chal l enge for us to do, and the Driver Vehicle
| nspection Reports (DVIR) program has been a total
failure. You have chassis comng in. W've done
pilot projects where we'll do 250 chassis. The
LED lights for a pool are all gone in two nonths.
| mean, that's really the challenge, but we're
happy to nake the comm t nent.

An LED |ight costs $450, and |I'm paying

$136 an hour to put a light in at a marine
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termnal in LA It's not the cost of the radial
of the LED. It's the question of how do you
I ntegrate that, maybe have a dual pricing
structure, but there are clear issues of doing
that in a pool.

Thanks.

COW SSI ONER KHOURI :  Thank you.

MR. NOEL: Good norning. M nane is Val
Noel . For those of you that don't know ne, |
j oi ned TRAC | nternodal about one year ago. Prior
to that, | spent 20 years at CSX, responsible for
term nal operations, rail operations, equipnent,
and then ny | ast position at the organization was
the president of the internodal group.

| left CSX, joined Pacer |nternational
for nine years, and at Pacer International, | was
responsi ble for the internodal piece as well as
the trucking operation. In those nine years, |
gai ned a greater appreciation for what the
i nternodal industry was all about from an
owner/operator's perspective and understood what

It meant to be able to nake an owner/oper at or
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profitable.

W ran a little bit over 1,100 power
units at Pacer when | was there, with al nost 500
of those based in Southern California under three
different flags, and it was a real eye-opener for
nme. It really pronpted ne to becone nore active
in the Internodal Association of North Anmerica,
and |'ve been active with the operations commttee
on a task force called Road Ready. And Road
Ready's all about making sure that when an
owner/operator or conpany driver arrives at a
facility, whether it's a marine facility or an
i nternodal facility, sea line or depot, that that
chassis and that box is ready to go. W have to
stop using conpany drivers or i ndependent
owner/operators as free valet services or free
quality control for our industry.

Even though | started this when | was on
the truck side of the business, a | ot of people
say to ne: Well, now that you're on the equi pnent
side of business, |I'msure you're going to change

hats, and ny answer to them has been absol utely
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not. | still believe in ny heart, the only way
this industry is ever going to get better is that
we all have to work together. Everybody has to be
successful, not just one piece or the other piece.
Everybody's got to be successful for this industry
to ultimately achieve what it needs to do.

What 1'd like to try to do quickly is
give you a little bit of overview of TRAC
| nternodal and then talk specifically about sone
of the issues or challenges that we have as an
| ndustry.

TRAC Internodal is North Anmerica's
| ar gest i nternodal equi pnment provider and chassis
pool operator. W operate a little over 272,000
chassis, both internationally and donestically.
TRAC offers internodal chassis to notor carrier
comunities. W' ve got a product that we call
TRAC Connect. W have a little bit over 3,500
draynen and/ or trucking conpani es under contract
and renting about a little bit over 38,000 chassis
a day.

Qur custoner bases i nclude ocean
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carriers, trucking conpanies, both |arge and
smal |, railroads, NBOCCs and BCOs, and our m Sssion
as an organi zation is to try to provide the right
chassis at the right place at the right price.

TRAC s one of the largest contributors
to the CCM pool here in the Southeast, the South
Atl antic Chassis Pool, or SACP, and we have a
little bit over 15,000 chassis in this pool.

TRAC al so has chassis in the Southeast,
our product called TMEP, or TRAC Mari ne Eastern
Pool, and those chassis are primarily domcil ed at
rail ranps both in Charleston and the Savannah
ar ea.

W're here today to talk a little bit
about what's going on in our industry,
specifically port congestion. Fromour viewpoint,
there's five contributing factors that ']
hi ghl i ght qui ckly.

First is big ships. Wile big ships
provi de econony of scale and a | ower supply cost
for the ocean carriers, they do create issues on

the inland side, and on the ports, with increasing
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spi kes in volune, which contribute to equi pnent
supply, drayage availability, and other operating
dynam cs.

Vessel bunching puts an enornous
pressure on the system The supply chain as a
whole is suffering frompressure of bunching on
i nternodal services on the road, rail, and barge
dealing wth increased box vol unes. \Wat appears
to be overcapacity may, in reality, be
overcapacity that creates a situation that we have
to work together on with the shipping |ines and
port operators.

Nunber three, alliances between ocean
carriers. The bigger ships encourage broader
alliances to fill vessels in order to achieve
econony of scale. The alliance creates disbursed
operations. By that | nean vessels | anding and
cont ai ner novenent across nultiple port termnals.

|'ve already talked a little bit about
what's going on in Southern California. Wat
originally started as the G6 Alliance at five

marine termnals is now operating out of nine
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marine termnals, so it creates real challenges
for us about noving assets around the port conpl ex
I n LA/ Long Beach when we originally planned on
five, and it's now ni ne.

Fourth itemthat we think is inportant
I S i nconsistent operating conditions at many ports
and/or port termnals. There are no standard port
term nal operating hours. Port term nal gates are
opened and cl osed at different hours at nmany
ports. Different port termnals use different
handl i ng practices, wheel versus live operations.
Not many operations use an equi pnment systemto
manage when and where containers are avail able for
drayage. For the nost part, drayage is still a
random pr ocess.

And then finally, chassis availability.
There are a few primary factors that drive chassis
availability: One, actual fleet size; two,
out-of -service |l evels; three, chassis supply being
in the wong | ocation versus chassis demand; four,
t he nunber of days a chassis is used on the

street; and five, the nunber of days a chassis is
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used on a port termnal.

The actual fleet size can be adjusted to
accommodat e many of the operating characteristics
| described, but a variable that is absolutely
critical for chassis availability is the
out-of-service level. Wen this goes up, the
| mredi at e consequence is fewer chassis avail abl e
to the trade.

A few of the key drivers of
out-of -service levels are consistent availability
of chassis nechanics to repair equipnent. Chassis
mechanics at tines are diverted to perform other
work at the port deened to be a higher priority
than repairing a chassis. The nechanics aren't
al ways at the | ocations where the out-of-service
chassi s are.

For instance, in the Port of New York
and New Jersey conpl ex, we have a | arge capacity
of chassis nechanics at one facility that do a
trenmendous job for us with great productivity.
Unfortunately, we have chassis that are trapped at

other marine |ocations in the conplex that don't
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have resources. It creates a real problemfor us,
and then as a result, what we wind up usually
doing is flat-bedding chassis fromone |ocation to
the other. It adds cost, but nore inportantly, it
takes dray capacity away from doi ng pi ckup and
delivery. To nove and bear chassis around creates
huge i nefficiencies for our industry.

So what are sone of the solutions that
we could | ook at as organi zati on? Nunber one, on
the big ships, find ways to mtigate displ acing
volune for the big ships. Better inbound vol une
forecasting is needed so that we can plan supply
nore effectively. Not know ng what's com ng
focuses us to be reactive, instead of proactive,
and by that | nean this: | find it amazi ng that
we wake up each norning in this industry on the
chassis side, and we don't know what consunption's
going to be, so as a result, we | ook at
hi stori cal s.

"Il give you an exanple. On a Mnday
i n New Yor k/ New Jersey, our normal historical

consunption is 524 chassis. W work every weekend
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in an effort to be able to prep that. This past
weekend, we prepped 844 chassis for Monday norni ng
open-up. By Tuesday norning, | was sold out. o
figure. W thought we were going to consune 524.
We consuned al nost 900 chassis this past Mnday,
and as a result, Tuesday we had sone shortages
that we had to react to.

We, as an industry, have to figure out
how everybody in the supply chain knows when
they're looking to cone to pick up the cargo. The
way it works today, this random process of just
showing up is a recipe for disaster, in ny
opi ni on.

Second, on the alliance side, again,
better forecasting and comruni cati on about vol unes
and where shi ps woul d be | andi ng woul d hel p the
pool manage to adjust the locations of the chassis
suppl y.

| won't tal k about the rest of the
comments that | had because Bernie touched on nost
of those, but I'll wap up real quick by saying

that froma TRAC perspective, we continue to make
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a significant investnent in this industry.

W have a refurb programthat's going on
currently. W're looking to try to refurb 6,000
chassis this year. W're taking an ol der 44-foot
mari ne chassis that was sitting on the sidelines
i n what we would call out-of-service status, and
we' re upgradi ng that chassis so that it has proper
integrity and putting LED lights on it, radial
tires, new brakes, basically new plunbing through
the entire chassis. So that's a project that we
started in 2014, and we will conti nue goi ng
forward into '15 and beyond.

This year we built 4,800 new chassi s,
all on the donestic side. W continue to | ook at
doi ng that over the next three years. That's
going to be a major investnent from our conpany
st andpoi nt .

And then finally, the one thing that we
have done a fair anount of this year is we have
bought sone fleets, and sone of those fleets were
i n surplus markets, and we've taken those fleets,

at great expense, and we've redeployed those to
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mar kets where we need them We've noved al nost
2,000 chassis so far off the Pacific Northwest
I nto the New Yor k/ New Jersey marketplace. W just
acquired a recent fleet in the Pacific Northwest,
and we're going to nove sone of those to Chicago.
And we have a fair anount of chassis in Northern
California that we're trying to repair to nove to
Southern California as well. So we're trying to
do everything that we can froma capital
| nvest ment standpoint to be able to address the
needs of the market pl ace.

"1l turn it over to Phil.

MR. WOJCI K:  Thank you, Conmi ssi oner
Khouri, for offering nme this opportunity to speak
at the forum

The subject of the forum supply chain
efficiency and chal |l enges, clearly describes what
we face with chassis. There's been a | ot of
publicity about chassis effects on supply chain in
the Northeast and nore promnently in LA/ Long
Beach, chassis shortages, chassis dislocations,

| ack of repaired chassis. The news has not been
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good. | hope that this forumallows the
opportunity to actually | ook at what seens to be
wor ki ng in the Sout heast and as a prospective
possi bly for sone best practices.

Consol i dat ed Chassi s Managenent (CCM,
of which -- by the way, | work for Consoli dated
Chassi s Managenent. My nane is Phil Wj ciKk.

Consol i dated Chassi s Managenent nanages
over 140,000 chassis in the US. Qur volunes are
pretty inpressive. It represents about 13 mllion
gate noves of chassis annually. W do not cover
the Northeast, and we do not cover the Wst Coast.

We have over 50,000 chassis in our
regi onal South Atlantic pool. CCM nanages the
st ocks and the mai ntenance and repair of the
chassis that service Savannah, Charl eston,
Jacksonville, WImngton, and the inland regions.

It's been said that ocean carriers
exiting fromchassis provision is an underlying
cause that contributes to current ocean term nal
i nefficiencies. Chassis ownership has

transitioned in the Southeast, yet we don't hear
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the sanme comments in the Southeast as we do in
other regions. Cearly, it's not a change in
chassis ownership that adds to inefficiencies.
The reality is that it has nore to do with
operating nodels, and those are continuing to
evol ve.

The seasonal surge of cargo is also
mentioned as a common cause of service issues. In
| ooki ng at 2013 versus 2014, our Sout heast pool
has experienced a 19-percent increase in
novenents, while our fleet was actually reduced by
4.8 percent in the |ast year w thout having any
maj or service issues. Is it really a surge in
frei ght causing problens? That's a question.

Back to the subject nmatter,
efficiencies. Service levels, the gate-to-gate
turn tinme for load to |load in Savannah and
Charl eston, our two |largest |ocations, are
consistently under an hour. Wit tines outside
the gates are m ni mal .

CCM neasures service levels at all our

| ocati ons. Year-to-date, we have successfully
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provi ded chassis when and where they are needed at
a neasure of 99.92 percent of the tine. W have
had m ni mal shortages. W comunicate wth BCGCs,
notor carriers, ocean carriers, |easing conpanies,
ocean termnals, and railroads on a daily basis.
These open channel s of communi cati on hel p us
address the issues before they can occur.

Here are sone attributes that we see
t hat make the Sout heast nore efficient than other
areas of the country. Nunber one, port
authorities are service and custoner focused.
Service standards are a priority, held at the
hi ghest |level. GPA and South Carolina State Port
Aut hority are operating ports, rather than a
| andl ord port. For CCM this elimnates other
| ayers of stakeholder interests that conplicates
the efficiency of the operation.

Nunber two, port authorities had the
foresight to regionalize a chassis pool many years
ago. They filed an agreenent with the FMC back in
2006 that they could discuss, along with CCM and

OCEMA, in establishing a regional pool. They took
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the leap to commonly support one gray chassis pool
in the region.

Nunber 3, a single regional port, for
exanple, GPAis a great exanple, is nore efficient
than multiple termnals. Chassis dislocations are
mnimal. But with over 50 | ocations where we
bal ance equi pnent within the South Atlantic scope,
multiple term nals are nanageabl e when chassi s
pool managenent and communi cation is devel oped and
processes devel oped over tine.

Nunber 4, prior to the South Atlantic
Chassi s Pool, GPA was operating with over 10,000
chassis on termnal. At GPA today, we can handl e
9,500 gate noves a day with our current
on-term nal stock averagi ng 2,500 chassis.

Five, at the South Carolina State Port
Aut hority, chassis are assigned by unit nunber,
first in/first out. That is the fleet manager's
| deal procedure. Mobile trucks are set up in the
avai |l abl e chassis rows for any mnor repairs the
drivers may request, so that they don't have to go

t hrough the roadability | anes.
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We have approximately a 20-minute turn
time on a one-way nove at VWando term nal, our
bi ggest termnal in the Charleston area. This is
a prinme exanple of how the term nal and the
chassi s provi der addresses the notor carrier
comuni ty needs.

No. 6, ports continuing to devel op
i nl and hubs, where short-distance rail alleviates
the need for |ong-haul drayage and reduces port
gate congestion. The chassis operations nodel
instituted in the Sout heast was a CCM pool
managenent concept. In this pool, the core
operational features are, first and forenost, gray
chassis fleet operations, and secondly, at no
profit or a cost pass-through. CCM becones a
single point of contact for all chassis service
and operati ons.

CCM pool nenbers offer independent
retail nodel products to notor carriers, ocean
carriers, or others. Rather than depend solely on
mar ket forces, the CCM pool rules instill good

behavi or, in other words, adequate supply of
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1 chassi s through incentives and penalties. That is
2 in contrast to other provision nodels, where

3 | ndi vi dual chassis providers nmay provide service

4 | evel s based on their own business priorities.

5 The CCM nodel al so preserves conpetition
6 through its unique offering of custoner choice

7 where shi ppers, notor carriers, and others may use
8 a gray pool chassis and sel ect which chassis

9 provider in the pool it wishes to do business

10 Wit h.

11 A single gray pool has trenendous

12 advantages. Critics contend there is no product
13 differentiation between chassis providers in a

14 gray fleet pool, and therefore, the CCM nodel

15 sonetines |acks full support.

16 Lacki ng product differentiation because
17 of back room operations is a nental block that has
18 been overcone in other business nodels. The ocean
19 carriers, car rental conpanies, airlines, and

20 ot hers have all devel oped beyond running their own
21 uni que asset operation.

22 The chassis marketing differentiation is

Ander son Court Reporting -- 703-519-7180 -- www. ander sonreporting. net



South Atlantic Ports Forum Page: 135

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

not on the equi pnent itself or back room functions
of a gray operation, but on the conpany itself,
Its custoner service, billing accuracy, price, et
cetera. The chassis providers are close to
differentiating thensel ves, but are not there yet.

Now t hat we' ve established that the
Sout heast has perforned better than others, let's
| ook at how we can stay ahead of the pack. The
chal | enges: Although it's not a headline today,
the |l abor force used to repair chassis in the
South Atlantic is stretched thin. It takes tine
to hire and properly train the nechanics. It is a
chal l enge to increase the | abor force that handl es
spi kes in volunmes. Gadual growth is manageabl e,
but conmuni cati on needs to i nprove between all
st akehol ders when substantial increases in volunes
are forecast ed.

The term nal configurations of rai
facilities and ocean term nals are designed for
handl i ng | oaded contai ners. Mst often, there's
been little consideration on yard | ayout for

chassi s operations and i nproving notor carrier
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efficiency. Inproving the physical |[ayout on the
term nal can inprove the velocity of repairs and

| nprove driver turn tine. The cooperation enjoyed
with the termnals in the Southeast could be seen
as uni que conpared to other regions, and this
cooperation needs to conti nue.

In alnost all term nals throughout the
US, the term nal out gate controls are container
based. The lack of validations on the chassis
| eads to unaut hori zed usage, stolen chassis, and
billing discrepancies. This |lack of necessary
controls directly affects chassis operati ons,
stymes the profitability of the chassis retai
busi ness nodel .

In the current environnment, the chassis
providers and chassis pools are still considered
chassi s provider agents for the ocean carriers.
As such, until the chassis pools have direct
rel ati onships with the termnals and/or the
term nal s adapt nore precisely to chassis
managenent, the chassis provision nodels

t hroughout the entire USwll still have gaps and
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1 gr ow ng pai ns.

2 The | ack of a proper inbound inspection
3 and the |ack of notor carriers reporting FMCSA

4 regul ation-required driver inspection reports at

5 the i nbound gate | eads to sone chassi s being

6 deposited to termnals in an unidentified

7 condition. About 70 percent of the chassis

8 returned bare to the termnals are in danaged

9 condi tion, w thout being reported as bei ng damaged
10 to us. To plug this gap, we've hired additional

11 | abor to check and tag the chassis in the drop

12 bl ocks.

13 The velocity of the operation that we

14 have at the termnal results in occasional release
15 of a danmaged chassis to the next notor carrier who
16 cones in, and with notor carrier driver shortages
17 caused much by the idle tinme and the hours of

18 service restrictions, the drivers end up having to
19 go to roadability, and it slows it down. It

20 affects everyone in the supply chain. If drivers
21 woul d communi cate danages to us, we coul d al

22 | nprove their productivity, which is so essenti al
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to all the stakehol ders.

States within the United States --

Al abama, Virginia, West Virginia, South Carolina
-- have al |l owed heavi er contai ner | oads through
permts to reach 90- to 100,000 gross vehicle

wei ght. They never considered the capacity of the
chassis. There's an effective accel erated wear
and tear and potential damage to the chassis
conponents. Specifically, the typical tires on a
chassis are not made to repeatedly handle this
weight. In the future, before changes to existing
regul ati ons are enacted, nore investigation should
be made by the regulators, who are the

st akehol ders.

There is a reluctance of chassis owners
to upgrade chassis to radial tires, LED Ilights,
mainly radial tires. |t sounds very mnor, and we
tal ked about it, about how inportant it is wth
the notor carriers. |'ll just summarize this,
because we've gone over this before. It cones
down to when there is a feasible business nodel

where | see the chassis providers in the retai
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mar ket, because we're just doing the back room

operations -- Bernie and Val run the retail nodels
up front -- it has to be feasible and a good
| nvest nent .

And the transition that we're going
through in the industry, there is -- in many
| ocations, it doesn't pay to -- it isn't a sound
busi ness investnent to do a | ot of upgrades in a
pool type of environnent. So although physically,
It would take a long tine, the whole transition
needs to be nore successful all around before
we're going to see a major change in the
| nvest nent s.

And finally, Federal Mdtor Carrier
Safety Adm nistration is the agency in charge of
regul ati ng chassis safety. Their recomended
practice is to provide ready rows of chassis on
termnal to | essen the dependency on roadability
repairs. In many term nal operations, it's not
physically possible to have ready rows.

CCMis fully commtted to systemc

mai nt enance i nspection prograns and has processes
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in place to neet all the federal regulations. 1In

CCM s opi nion, the FMCSA enforcenent practices

reaching into on-term nal operations nmay add a new

chall enge to the term nals and chassis providers,
and although it's well intended, it could
negatively affect the productivity of the
termnals by requiring structural and procedural
changes to the term nal operations, thus
potentially adding to the congestion.

Thanks.

COW SSI ONER KHOURI :  Ckay. Thanks so
much.

Bernie, you had a couple points you
wanted to cl ose wth.

MR. VAUGHAN: Yeah, just sort of a
fol | ow up.

At the end of the day, we take our cost

structure, we take a nodel, and it's reflected in

the pricing. And | can't -- Phil touched on it.
This lack of gate control is really adding all
ki nds of unreasonabl e and unnecessary costs.

W're in a contai ner center nmarket now and
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there's really not nmuch focus on the chassis.
There needs to be nore focus on the chassis.

The industry, the leasing industry, has
devel oped sort of a red light/green light in terns
of stopping a trucker, an unauthorized trucker.

It hasn't been inplenented for a whole variety of
reasons, but as a consequence of that, you have
all these unauthorized truckers getting access to
chassi s.

In the worst case, in Southern
California two years ago, there was an organi zed
crime ring that stole roughly $2 mllion worth of
chassis, 99 percent out of rail yards, because of
the lack of control, and established chop shops.
Law enforcenent didn't have sufficient resources.
We hired our own private investigators, and then,

after a nonth of work, caught these guys, and

they're nowin jail, but all those costs
eventually will filter through to the pricing
nodel .

And this |ack of gate control creates

additional credit risk for us and a liability
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1 ri sk. In ternms of credit risk, Flexi-Van had to

2 up its bad debt reserve by 600 percent in the past

3 two years. And secondly, because of the liability
4 risk for these few bad apples, we had to buy a

5 suppl emental $50 million insurance policy. Al

6 t hose added costs eventually wll percolate into

7 the rate. So gate control is sonething which

8 doesn't get headlined, but | think is a huge sort
9 of hidden driver of our cost.

10 And then the final thing, and you

11 touched on it, it's a crazy system You set up

12 t he deal where chassis cones off hire, and there's
13 supposed to be a DVIR  Soneone's supposed to have
14 identified this chassis as being danaged. W got
15 five DVIRs in a year, the first year in operation,
16 and maybe it's double that now.

17 So you have this crazy situation where
18 nobil e trucks fan out on the term nal |ooking for
19 work to do, and, of course, when the driver -- and
20 you have to be practical. The nechanic has to get
21 his hours, so he stops, and he's going to get his
22 hours, you know. |[It's absolute |unacy that these
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guys have to just go out into the wasteland to
find chassis to fix. That really needs to change
because it's just a crazy system

Thank you.

COW SSI ONER KHOURI :  Thank ever ybody
this norning. | appreciate it.

We're going to break for lunch. W're
going to start at 1:45. W have M. Riley, wth
the ILA, will do a presentation, then we'll hear
fromthe shippers and sone | ogistics providers at
2:00, and then what | hope wll be a robust
di scussi on, we have plenty of tinme for open public
coment, discussion, open mc. | hope those who
have done presentations this norning, their
schedule allows themto conme back this afternoon
and perhaps be ready to respond to questions from
the floor.

So thanks again. See you at 1:45.

( Recess)

COW SSI ONER KHOURI :  For a bunch of

| ogi stics guys, we're going to start on tine --

and | adi es, excuse ne. Thank you all again.
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Thank you for com ng back to the afternoon
session. And our first panel is a representative
fromlabor, M. Ken Riley with the International
Longshorenen's Association (ILA). So take it
awnay.

MR. RILEY: Thank you. | thought | was
participating on a panel, but | guess I'mit.

Vell, I want to tal k about the

chal | enges facing | abor, because there are sone.

And I'Il primarily be speaking about, | guess we
call it the longshore side of the industry, not
t he mai ntenance, not clerical. Cerical is a part

of it. And | wll primarily be speaki ng about
Charl eston, because that's where | reside. That's
the workforce that | manage, even though |I'm
famliar with others in this region, because we
operate under a district contract, the South
Atlantic District contract, that covers North
Carolina, South Carolina, Georgia, Jacksonville,
and Tanpa. The ports south of that, from Cape
Canaveral down to M am , operate under another

regi onal contract, South Florida Ports. And so
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1 our contracts, while they're simlar, they're

2 distinctly different.

3 So the reason why | abor is experiencing
4 chal | enges during these tines is because of what

5 we are required to do. W are required to provide
6 a well-trained, well-skilled workforce on a

7 tenporary basis, under short notice, during down

8 tinmes, and during peak tinmes. And coupled wth

9 that is that, now, al nost every single position

10 that we cover, there is mandatory certification

11 and training. In a typical 22-nen container

12 operation, there is only three positions that you
13 can possibly hold in that operation that does not
14 requi re sone type of training, special training,

15 or certification. There is a trenendous chall enge
16 of mai ntaining an optinum | evel of manning.

17 We are no nore than an organi zed tenp

18 service. You nay order as many nen and wonen you
19 need for an operation today, one enploynent, or up
20 to 200 nen and wonen today. Tonorrow, they nmay

21 only need two, or they may call tonorrow and say
22 they don't need anyone. So how do you maintain a
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wor kf orce ready for peak tines in that kind of
envi ronnment ?

There are workers with little to no
seniority that nmay have been out here only a
coupl e of years, versus sone that have been out
here for 20, 30, 40 years. Certainly if there is
a downturn in business, those workers with
seniority will probably still have enough work in
the port to maintain a decent |iving, and they
Wil remain in the workforce. Qhers wth |ess
seniority will have to nove on to other things and
find jobs in order to support their famlies.
Therefore, we | ose a trenendous anount of those
wor kers. So as the econony rebounds and the
borrow ngs rebound, as they are right now, when
you need these workers, they are not readily
avai |l able. They have gone on to other enploynent.
And whereas they may be able now to cone back and
pick up a day or two, it's not enough to sustain
their famlies. Just recently here in the Port of
Charl est on, about a year and a half ago, we were

experi encing | abor shortages to the tune of nmaybe
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20 to 30 workers a week. And that was becom ng
consistent. And no one wants to | ose those jobs.
And certainly the carriers want their ships in and
out on tine. They don't want their vessels
wor ki ng short of labor. So we were net with the
chal | enge of having to bring new workers into the
| ndustry.

Well, the only thing, if it's only 20 to
personnel short, you can't put out an open
application for just 20 to 30 workers. So ny
menbers and |, we got together in a neeting and
tried to figure out how nmany people we were going
to bring in. Sone wanted to bring in about 200.
Well, how do you have open enrol |l nent and narrow
It down to 20 workers? Al nost inpossible. In our
I ndustry, nost of us have second and third
generations that are | ongshore workers. Qur
fam |y nmenbers brought us down. So every one of
t hose nenbers sitting in that room had at | east
two siblings or sons or daughters that were
wel cone to cone into the industry if the

opportunity was there. So if you multiply that by
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about 700 nenbers, you're tal king about 1400
applications that you have to process. W opened
it from Monday to Friday. 1950 people canme down.
We processed 1950 applications. W probably
netted about 1300 new workers.

Now, that puts a very significant strain
on the resources that our enployers have for
training. So now you have to, first, before they
can even enter the port's facilities, they have to
be HAZMAT' d. They have to have their
Transportation Worker ldentification Card (TWC).
They have to, in Charleston, have a physical,
hearing, drug test, you nane it, you nane it, you
name it.

And then once -- before you can operate
a truck, to be certified, before you can go
onboard the vessels to go up and unl ock the | ocks,
you've got to be certified. To nove the bins that
hol d the | ocki ng nechani sm on the dock, you have
to be certified.

So like | said, there are only three

positions where once you have net your HAZMAT and
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all your training and your testing, that you can
possi bly hold without certification. And you'll
have to sit there and wait for the job to even
have to go vacant until you actually receive that
certification.

So there are significant chall enges and
pressure being put, not only on | abor, but on our
enpl oyers who have to provide those training,
because, you know, training is expensive. There
IS a cost associated wwth that. And when you
provide the training to so many people, only to
| ose 50 to 60 percent of those people to other
| ndustries, noving on, that's pretty significant.
And that's the kind of challenges that we are
faci ng.

So the only way we can possibly naintain
a suitable workforce is that the work nust get to
a level where it's consistent. Consistent work
means consi stent | abor pool. Wthout that, as the
wor k fluctuates, so does the workforce. But
certainly if there is a surge in wrk all of a

sudden, we're going to be caught short.
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That was not the case prior to 9/11,
because prior to 9/11, you didn't have to have all
these credentials. | can sinply call a nei ghbor
and say, what is your son doing today? Can you
send hi mdown? Wat's your daughter doing today?
Send them down. We need them On a peak day,
find who nay be off fromwork that day. That's
not the case anynore. |If they don't have those
credentials, then it's inpossible for themto
enter the termnal or to get on any piece of
equi pnrent or fill any job category.

So soneone with a Commercial Driver
Li cense (CDL) may not be driving a truck anynore.
Can they cone onto the dock and drive a truck?

No. You have to neet the certification approved
under the Collective Bargai ni ng Agreenent between
t he managenent and | abor. Wether the person is
transporting from another port, can you bring your
credentials with you? No, you have to still neet
the criteria established in that particular port.
So those are sone of the chall enges that

we face in order to keep track with the volunes to
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be able to service our custonmers in the nost
efficient manner possible. So while we actually
do quite well, it is a significant chall enge.

So that's pretty nuch what | have to say
in short order. But I'mcertain I'll be around,
too, if there are questions.

COW SSI ONER KHOURI : Ckay. We've got a
couple of mnutes. Does anyone want to do a
guesti on?

MR. WHALEN: Actually, it was a very
excell ent presentation, and | guess nmaybe | just
mssed it in the past. | never heard the
description about the tenporary hiring nature of
it, which really does put certain things in
perspective. But given the need and desire to
sort of have a nore bal anced flow, projective flow
of work, do you ever engage the termnals in
| ssues |i ke the bunching of ships where you get
feast or famne? |I'mwth a trucking industry,
and we have a big problemw th that, because all
of a sudden, everything arrives. They try to

clear the port, they can't do it in a set period
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of time, so fees start generating, and everybody
gets backed up. So with the union's persuasive
nature in negotiations, do you ever get involved
with the termnals on this?

MR. RILEY: Not on that issue.

SPEAKER: Can you start?

MR. RILEY: Certainly. W do have
col | aborations. W consider ourselves a part of
the overall maritinme community. W realize that
port issues inpact us. So if there is sone input
we can have, a suggestion based on our experience,
we certainly offer that, yes.

COW SSI ONER KHOURI :  And for the court
reporter, that question was Curtis Wualen. And
for people who do cone in with questions later, if
you just identify yourself for the reporter. But,
t hank you, Curtis, for the question. Al right.
Thank you so much. | appreciate it. Like Curtis,
| | earned sonet hing here too.

Al right. 2:00, and we're one mnute
ahead of schedule. Shippers and | ogistic

provi ders.
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These are our shippers and | ogistics
provi ders panel. Again, as you start, just
| ntroduce yourself for the benefit of the reporter
and the cromd. So, please, you're first up. Let
her rip.

MR. PI SANO Thank you. Hi, good
afternoon. | prefer to stand to give ny
presentation, if you don't mnd. Oherwse, if it
doesn't go well, sonebody m ght give ne the excuse
that I was sitting on ny brains.

So let ne just introduce nyself. Good
afternoon. M nane is Don Pisano. | am president
of Anmerican Coffee Corporation of Jersey City, New
Jersey. W are inporters of green coffee beans,
which are the raw coffee beans that are inported
and distributed to the manufacturers here in the
United States for roasting, grinding, packaging,
and distribution. W actually only just recently
starting bringing significant vol unes of coffee
into the Port of Charleston. So things are going
fairly well so far.

|"mon the board of directors of the
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Nati onal Industrial Transportation League (N TL),
and | chair its Ccean Transportation Committee.
|"malso on the board of the G een Coffee
Association and chair its Traffic and Warehouse
Commttee. So on behalf of both organizations,
|'"d |ike to express our appreciation to the
Federal Maritine Conm ssion for organizing and
sponsoring these foruns which allows all
st akehol ders the opportunity to provide
constructive dialogue. W do think these foruns
have raised the |l evel of attention to the problens
and are an inportant part of the process to
eventual |y achieve a | ong-term sol ution.

You know, | often think of -- | ama big
fan of Ronal d Regan, and he often used to say:
One of the nost dreaded words to hear from anybody

was "I'mfromthe governnent, and I'mhere to
help." | think there is a trenendous exception
here for the Federal Maritinme Comm ssion. The
Federal Maritinme Conm ssion is here, and they are

here to help, and we wel conme them So thank you

very much for hosting these foruns.
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Everyone here knows firsthand of the
significant congestion that our ports are
experiencing around the country. So |I'll forego
stating a litany of issues, and, instead, try to
sinply provide the shippers' perspective.

Al t hough the congestion and del ays
af fect everyone, it is actually the shipper who
pays the freight bills which covers the cost of
the ships, the equipnent, the term nal operations
t he drayage, and many cases, unfortunately,
denmurrage and detention charges. As an inporter,
| al ways consi der our drayman as a direct
extensi on of ourselves, the shipper. Wether
handl i ng i nport or export cargo, the drayman is
really the shipper's representative at the ocean
termnals. So what affects the drayman affects
t he shi pper.

A significant problemwth our industry
and the structure of it is the fact that there is
no real commercial relationship between the
shi pper or his drayman and the term nal operator

upon whom we bot h depend for efficient
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performance, although neither of us has any neans
to inpact its |level of service.

The ocean carriers have been aggressive
in the pursuing of profitability by driving down
our unit cost and have nore than tripled the size
and capacity of their vessels over the years.
There have been trenmendous efforts to accommobdate
these ultra-large vessels by port authorities,
term nal operators, the Arny Corps of Engi neers,
and even of course the lowy taxpayer, who has
very little to say in how his noney gets spent.
But, clearly, too little planning and investing
has been nmade to ensure the efficient throughput
of the cargo out of the termnals and into the
commerce for which it is intended.

Term nal operators are provided
| nadequate resources to their gate operations.
Local states and federal governnents have fail ed
to direct funds in developing direct links from
our ports to the interstate highway system and on
to an on-dock rail where it is obtainable.

The current capacity crunch has
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1 stinmulated a lot of attention, and everyone has

2 their opinions about the causes and even sone of

3 the solutions. But sone of themare truly absurd
4 and should be given little credence. To be clear,
5 port congestion -- and I will say that sonme of the
6 comments that | heard here today seemto be a | ot
7 nore directly associated with the probl ens and not
8 really casting blanme on anybody. And it seens

9 like we're -- the panel today is seriously

10 I nterested in collaborating and reaching

11 sol utions. But over the past couple of nonths,

12 what we've seen in both the press and at other

13 types of foruns have been peopl e maki ng comments

14 which | think that are absurd, and they should be

15 responded t o.

16 So to be clear, one of the comments that
17 | thought was ridiculous is that port congestion
18 i s due to shippers demanding |ower freight rates
19 so the carriers are struggling to survive and neet
20 the service demands. The carriers nade their own
21 decisions to invest in ultra-|arge container

22 vessels increasing their capacity well prior to
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the demand ever materializing. They've done this
years ago. The decisions were made maybe eight,
nine, ten years ago. So that's not on the
shi ppers. That's on them

The freight levels are nostly inpacted
by supply and denmand, just |ike nbst any other
busi ness. Surely carriers know this well, since
t hey have denonstrated their ability over the
years to mani pul ate capacity when rates fall bel ow
acceptable levels. It's the war of supply and
demand. It's basic -- it's business dynam cs.

Bringing in extra high volunes on a
single ship well beyond the termnal's current
capacity to handle snmoothly is sonething they
t hensel ves need to better coordinate with the
term nal operators together. So it's not the
shi pper's fault for the poor econom cs or
pl anni ng.

Anot her m sdirection of blane for port
congestion is a lack of truck drivers. The |ack
of truck drivers is an effect of the situation.

It's not a cause. Any day you can see |ines of
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draynmen waiting outside the terminals trying to
get into pick up or deliver their |oads. The
draynmen in fact may be fleeing the industry, but
that is due to their inability to get in and out
of the terminal in a tinely manner so that they
can make a living. And who can blane them
| nproving the termnal and gate operati ons now
wll go along way in preserving the truckers we
still have and hopefully reverse the trend which
I's now heading into a crisis.

And, finally, one of the nobst ridicul ous
suggestions |'ve heard over the past several
weeks, and it has been in print, is that current
free tinme is too generous, and that causes the
backup at the termnals. And | really have to
say, | don't know any shipper that really |ooks to
store their cargoes at the marine termnals. They
really just can't get to them \Wat we have now
is that the shippers are being penalized for
denmurrage charges for the termnal's own | ack of
efficiency. |If anything, the lack of term nal and

equi pnent free tine may in fact contribute to the
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congestion, as there is little all owance for
schedul e accommodat i ons.

So nmeking fal se argunents, whether in
conferences or to the nedia, | don't find it to be
constructive, and it only serves as an i npedi nent
toreally finding a solution, and it only serves
as fodder for the nedia.

So froma shipper's perspective, what we
need is for the carriers and the term nal
operators to understand, that cargo is king. They
are in business to serve the beneficial cargo
owner who ultimately pays the bills. They are not
I n business to sinply serve each other.

We need | abor to be part of the solution
and to work with nmanagenent to get us through the
nore difficult periods particularly of abnormally
hi gh volunes. W need U. S. Custons in all
exam nation sites to be conpletely electronically
i ntegrated and elimnate any need for a hard copy
prem se to transfer or other docunentation. W
are well beyond the need for paper docunentation

bet ween either the carriers, the term nal
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operators, and U. S. Custons or other governnent
entities. It just bogs down the process and hol ds
back containers fromnoving out to the set exam
sites or other dock exam nation sites. And it's
-- you knowit's silly at this point.

We need gray chassis pools where they
currently don't exist. | think that where you've
seen gray chassis pools, nost of the participants
believe that it has inproved situations
trenmendously and really should be the nodel for
t he nati on.

W also need to factor in systens that
are designed to allow for street turns so that
truckers can use the sane inport equipnent,
per haps just been recently unl oaded, for an
out bound export | oad, as long as the equi pnent is
conpati bl e.

In longer term we need to influence
| nvest nent towards our gateways to inprove the
traffic patterns in and out of the port areas to
provi de easy access to rails, state, and the

| nterstate hi ghways.
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Again, | thank the Federal Maritine
Comm ssi on, Conm ssioner Khouri, and all of you in
attendance for your tinme. Thank you.

COW SSI ONER KHOURI :  Thank you.

MR. MORELLI: [|'mgoing to stay seat ed.
Thank you, Conm ssioner Khouri, for having us.
This has been a great day for ne. M nane is Andy
Mrelli. | amwth Rayoni er Advanced Materi al s.
We are a high-end specialty chem cal pulp
producer. [|'Il try to keep ny coments brief. |
didn't prepare anything formal. | have sone notes
| had witten down before | canme the other day. A
| ot of what | was going to say we've kind of heard
today. | also think if you had 20 different
shi ppers up here, you may hear 20 different
formul ations to sonme of the sane things that Don
just nentioned. So | agree with a | ot of what he
said, put it that way.

One thing, a couple of notes | had in
there, key, better communication. You nentioned
it in your cooments there with electronics. |

think if everybody is comunicating a little bit
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better, you know, with when the vessels are
showi ng up, when they're leaving, |ate gates, no
| ate gates, when they're closing, things Iike
that, that would really help turn tines.

W heard a | ot about the trucking
conpani es today. They're all struggling. W all
know that. Wiy are they struggling? There are a
nyriad of reasons. Mbst drayage are short hauls;
right? So these guys are making their noney on
turns. If they can't get one, two -- you know,
two, three, and four turns, depending on | ocation,
they don't make any noney.

Shi ppers like us, we are being tasked to
do nore with |l ess, as everybody el se is doing.
Right? You' re doing nore with | ess, and you're
trying to do the nore wwth nore efficiency. So |
t hi nk working together like we're trying to do
today to raise sone of these concerns, how do we
becone nore efficient.

Sonme of the itens | have down as what
|'"d like to see, | heard -- | think one of the

trucki ng conpani es nade nention today flexibility

Ander son Court Reporting -- 703-519-7180 -- www. ander sonreporting. net



South Atlantic Ports Forum Page: 164

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

on the | ate gates and extended gates doesn't
really help get those turns up.

Equi pnment, our business is pretty
particular with the equi pnent. W need relatively
cl ean equi pnent, not pristine clean, but clean.

So maybe sone separate spots in the term nals that
have general use equi pnent anyone can take, and
maybe a separate section where it's a little bit
better, because that's a problem when a driver
cones in. They have to inspect their container.
If it's poor, has a bad snell, too nuch oil,
grease on the floor, they reject it. They have to
get back in line a lot of tinmes, which can take
hours, to get another container. That's a
problem Wy not have a separate section where
they can cone in and they know that the box is
probably going to pass their first point

| nspecti on.

That's one of the biggest conplaints |
get from our drayage conpany, is that consistency
is an issue. | think we are lucky in the

Sout heast right now W don't have big del ays as
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we're hearing up in the Northwest and the West
Coast. But | do hear from our drayage conpany
that there is inconsistencies. Sone days it wll
be an hour, sone days it will be two, sone days it
will be 30 mnutes. It all depends. How do we
get that to be nore consistent? Mybe better
communi cation will help with that.

QG her big concerns, |'ve heard it
mentioned again today, the | arge vessels, are they
just going to cone into the East Coast dunping
| arge, | arge, volunes of containers that's going
to congest and convolute the pool as it is now?

The vessel sharing, while it sounds |ike
a good thing, it can also be a really bad thing.
|s that going to commoditize the export market?
You can only have so many players that are going
to be controlling our freight going across the
worl d. Maybe sone of the smaller carriers wll
get booted out, and you won't have as nuch
conpetition. That's a little bit of a fear.

Wth all that said, one of ny main

concerns -- one of ny main points | wanted to nake
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today was all of this is happening right now The
East Coast is in pretty good position. W know
what is going on on the other coasts. |Is the
ports and supporting cast of nenbers that help the
ports, are they getting prepared enough for this
I nfl ux of business, and are we taking the right
steps to be ready for the | arge vessels, the extra
gr om h?

You know, the State of Georgia is really
pushing growh for their ports, big tinme, bring a
| ot of businesses in. Are they going to be ready
when the channel s get deepened and the new vessel s
cone in? As a shipper, that's a fear to ne, that
we're going to be in that situation that the West
Coast is in, four- or five- or six-hour wait
tinmes. Qur business can't survive with that. A
| ot of facilities run 24/7. W nade product we
have to put sonmewhere. So if you can't get it to
the port, you' ve got to put in a warehouse or
we're going to put it in your warehouse, and
that's just extra cost.

So | think with that, that pretty nuch

Ander son Court Reporting -- 703-519-7180 -- www. ander sonreporting. net



South Atlantic Ports Forum Page: 167

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

ends nost of the thoughts | had. I|I'mreally
concerned about the future. I'dreally like to
focus today on how we're going to make sure the
Sout heast ports are ready for this nassive
expansi on that we're expecting. And thank you
agai n, Comm ssi oner Khouri, for having ne.

COW SSI ONER KHOURI :  Thank you for
com ng.

MR. JONES: Good afternoon. |'m Marvin
Jones, International Paper. W are a fairly large
exporter. W ship about 180,000 TEU on an annual
basis. Fortunately for us, about 140,000 of those
TEUs cone out of the Southeast. And to be quite
honest with you, we do not have any maj or issues
I n the Sout heast due to congestion. W have good
part nershi ps.

However, the other 40,000 of those TEUs,
we have |l ots of congestion issues in the Northeast
and on the West Coast that's contributing to
problens with our dray carriers. W've seen in
excess of two-, three-, four-hour turn tines at

sone ports. O course that costs us noney,

Ander son Court Reporting -- 703-519-7180 -- www. ander sonreporting. net



South Atlantic Ports Forum Page:

168

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

eventually in rates. And it also costs us noney
when we're sitting down and our dray carriers are
havi ng turnover, and they can't keep qualified
drivers. That eventually leads to us having to
gi ve them sone type of incentive so that we can
run our business.

For those who do not know t he paper
busi ness, it's a continuous process. So all of
our facilities have trailer pools, and it's not
for storage. W don't store. |It's really for
surge capacity in order for us, as we're naking
our product to conme off the line, in order to put
that product init. So sone would say that's a
contributing factor, but our termrates are about
si x days, which is pretty darn good for a process
like that. So it's really sonething that, if --
as we get bigger ships in and especially in the
Sout heast where we have the mgjority of our
product, if we would experience anything the way
we're seeing on the West Coast and on the
Nort heast, it can be detrinental to our business.

QG her thing we're doing, we have to
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adj ust our nmachi nes around, which inpacts our
custoners. W're also sonetines -- well,
fortunately, we have not had to shut down, but we
got close to shutting down our machi nes before.
And to shut down a paper machine, you're talking
hundreds and thousands of dollars i medi ately when
you have to shut these things down. W definitely
roll a lot of shipnents which inpact our
custoners, and it eventually catches up with us,
because then our custoners wll get a | ot of paper
at one tine; hence, that's an inventory concern,
and trying to snoboth out that supply chain has
been very difficult for us.

The equi pnent issues | think you touched
on is a big deal for us. |[|'ve actually been
i nvol ved, when we go in to pick up -- and we know,
for exanple, paper is extrenely heavy. W
under st and what the International O ganization for
St andar di zation (1SO specifications are on
containers. W try our best to get those
contai ners inspected at the ports. Unfortunately,

when you're spending two, three hours in |line
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trying to get a container, your driver is
frustrated. You see a box, realistically, that
driver is not going to take that box over to the
mai nt enance line. That driver is going to grab
t hat box and hope |i ke heck, by the tine he gets
back to the mlIl, that sonmething is going to be
done.

So | actually tried to debate on what's
the best way to handle this, and actually in
di scussions with one of our large carriers about,
hey, what can we do at the ports? | said, this is
costing ne anywhere between 500 and a mllion
dollars a year in repair costs and dray costs. So
|'"msure there is sonething we can work out to
where it hel ps both of us, and we'd be willing to
share those costs. So we're in the mddl e of
tal ki ng about those things. | think that hel ps,
you know, with port congestion as well with those
drivers getting the right boxes, and we're noving
t hrough very well.

The ot her big inpact that we' ve seen or

the other thing that we're doing is we try to
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split our break bulk volunme out. That helps with
congestion. W're about 20 percent right now in

t he break bul k side, and we can hopefully conti nue
around that mark. Qur internodal shipnments, which
we consi der hel ping our carriers nove boxes back
to the West, at | east enpties, have been inpacted
trenmendously on the West Coast. And we're
currently working through that, and we may have to
change that supply chain.

That's really all | had. Again, you
know, appreciate the partnership, and we're
willing to sit down and talk to anyone if there is
anything that we need to do differently. W don't
think that we're -- you know, we know everyt hi ng
and we're always wlling to open up our books for
those that we can and tal k about what we need to
do together. W're not out to try to nickel and
di me suppliers, both dray and our ocean carriers,
our partners. W're looking for the |ong haul,
and | think our reputation states that. That's
it.

COW SSI ONER KHOURI :  Ckay. Do you al
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want to -- we're definitely ahead of schedul e on
this panel. Wat do you see as your top one or
two, if you had a bl ank sheet of paper, suggestion
for inprovenent?

MR. JONES: Wow, put ne on the spot. |
woul d think that nmaybe sone of the ports, | think
they really need to go back and re-eval uate and
| ook at their traffic flows and | ook at their
systens and | ook at the way they're scheduling
vessels in, ook at their volunes, and fully
under st and what they can handle. And the
di fference between what they can handl e and what
they think they can handle is a big difference.
And | think maybe they shouldn't bite off so nuch
until they have the fundanentals down. | think
that's the biggest --

COW SSI ONER KHOURI : My wi fe has been
telling me that for 30 years.

MR JONES: | think that's really the
bi ggest concern. And | think the other thing is
the boxes is a real big concern. | fully

under st and t hat because this box cannot -- you
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can't | oad paper in it, but you can |load |unber in
it or you can | oad sonething else. | fully get
that. And maybe we shoul d have separate areas.
And it does cost. It's a labor cost. But when
you put all the cost init, it's probably going to
save a trenmendous anount of noney and tine when we
all partner together. So that would be ny five
t hi ngs.

MR MORELLI: [I'mtrying to think of a
couple of different ones as Marl on was speaki ng.
| was going to raise the box issue, probably
nunber one for our particular business. W're not
a paper conpany, but we're a simlar process.
Conti nuous flow and container integrity is
I nportant. W spend a |lot of tine on | oading
patterns, howto load it correctly so you don't
have these issues. And we spend a |lot of npbney as
well returning the containers to the port because
they made it all the way to our facility, got to
the | oading point, and the warehouse | oader has
| ast right of refusal on that box. |[If it's not

safe, they're going to back out and not |oad it.
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So we've had brief discussions in the past wth
the Port Authority about that. So | would be nore
than willing to participated wth you, if you're
havi ng any conversations with the ports about
that. W're not as |large a shipper as you are,
but we're pretty big.

| guess nunber two, if | could |ist two,
maybe the consistency factor. How do we get that,
because it's very inconsistent today, even week to
week with the sanme vessels, supposedly calling the
sane days. W have a part in that as well. W're
the ones bringing the boxes to the ports. How do
we work together to nake it consistent? W can
pl an shi pnents for our custoners based on any | ee
time we want. But when it's not consistent, it
makes it very difficult to service them

COW SSI ONER KHOURI :  When | hear you
say consistency, am| hearing schedule integrity
fromthe vessel operators?

MR. MORELLI: That's a fair way to put
it, yes, wolf calling and then actually further

out into delivery sections in other parts of the
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world. That's a big factor for us, but trying to
focus nore on the Southeast. Thank you.

MR. PISANO | agree that sone of the
coments that were stated earlier, as far as the
| nspections of the equi pnent, whether it's
out bound enpty boxes or the chassis, and we spoke
about that earlier, discussion about the
| nspection of the chassis. | think that really is
i nportant to get the -- nmake sure that before the
equi pnent is tendered to a driver, that the driver
Is getting the right equipnent, that there is no
reason why a driver should be repositioning stuff
inside the termnal. That's not his job, and he
shoul dn't have to do that.

The other thing is, | would say fromthe
Nort heast -- | cone from Jersey, so |I'mvery
famliar wwth the New Jersey port operations, and
we al so do a lot of cargo on the West Coast. And
| see there is a big difference, which | find
remar kabl e, on the operations of the ports that
are adm ni stered by a governnent or state entity,

such as here in Charl eston and ot her areas,

Ander son Court Reporting -- 703-519-7180 -- www. ander sonreporting. net



South Atlantic Ports Forum Page: 176

1

2

10

11

12

13

14

15

16

17

18

19

20

21

22

Savannah, of course, versus the |andlord ports.
It's striking to ne because it's one of those

| nstances where you -- you al ways hear that
private industry does things so nuch better than
t he governnent. But why when it cones to port
operations it seens to ne as an individual quite
the opposite. It seens |like the Port Authorities
that are run by either state entities or
guasi - gover nnent agencies are actually much nore
efficient, probably because they have the ability
to control it, and they're not conpeting anpbngst
t hensel ves. They may be conpeting anong the ports
in trying to get the best operations or best
reputation as the port servicing the industry.

But | think that's quite remarkabl e.

But | think that sone of the other ports
shoul d have radi o-frequency identification (RFID)
technol ogy on the trucks so that you can nmanage --
you know, in our industry, we say you can't nanage
it, if you can't track it; right? |If you can't
nmeasure it, you can't manage it, and so you' ve got

totrack it. They're able to track the tine in
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and outside their own term nal operations. But
what about the two and a half hours that the guy
IS sitting outside on the street trying to get
into the termnal in Port Elizabeth or Newark or
out in Los Angel es.

So | think that the technol ogy exists,
and | think that it should be depl oyed nati onw de.
And even in a nore efficient port, shall | say
such as in Charleston or in CGeorgia, why not
nmonitor it and see if you are falling down, see
where you are this year as far as the lines
outside the gate versus next year or the year
since. So | think the technol ogy exists. And
it's a reasonable cost, and | think everybody
woul d benefit fromthat, you know, the shippers,
the truckers, the Port Authorities, and the state
entities that may govern those gover nnent
aut horities.

So those are ny two things. And | would
just reiterate that | think that the gray pool
nodel seens to be the best nodel that exists

around the country. And that, | think, should be
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the basis for the nodels or, you know, through all
the ports that don't have it now, they should
adopt those.

COW SSI ONER KHOURI :  Very good. Thank
you so nmuch. Hopefully all of you will be
avai l abl e to answer questions in case sone cone
your way t oo.

W are a few m nutes ahead of schedul e,
and we've only been at this 45 mnutes. | don't
know that we need to take a break. W' re ready
for open public coment and di scussion, and kind
of -- let nme stand up.

| think, rather than ne try to at this
poi nt summari ze what |'ve heard so far and try
direct Qand A | wll just comment, there has
been a few words that have just run through al
this norning and this afternoon, and that's
col l aboration. And the very |ast coment,
serendi pity, that M. Pisano was tal king about,
there is technology out there to help us. | was
talking to Brian Taylor and, | think, to Jim

earlier that we have so nany disparate parts that
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have to work together. \Wether they conmunicate
Wi th one another or not, | think, it's fair to say
there are parts that aren't talking with one
another. Maybe it's surprising that it works as
well as it does.

Let nme just stop with that and see what
guestions and coments cone up fromthe audi ence.
Everyone who has spoken agreed to answer
gquestions, if you want to direct it to a certain
person. |If you want to just nmake a general
comment, it's all good. And for the court
reporter, again, if you would just identify
yoursel f when you start. And | open it up, see

how |l ong this wants to go, ten mnutes or two

hour s.

M5. FIELDS: H, Conmm ssioner Khouri.
My nane is Jan Fields. | work with John S. Janes
Conpany in Savannah. |'malso the National

Custons Brokers & Forwarders Associ ati on of
America, |Inc.
( NCBFAA) Transportation Commttee

chai rman. Thank you for hol di ng
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this forum

One of the questions I'd |ike to discuss
IS when there is an inpending hurricane in the
Sout heast or there is a stormor a |abor contract
or sonething, we just seemto all be, oh, ny gosh,
what are we going to do, what are we going to do.
The carriers, | know you have your intentions
comng in. Are you going to cone into the port if
the port is going to be so congested? |s there
sone kind of relief for the shippers who can get
their cargo in and out or not face huge denurrage
and huge issues? | realize it's a challenge for
everyone, but it seens |like sonetines we're
reactive to it instead of being proactive and
pl anni ng and saying, if this happens, this is what
we're going to do. | don't know who that is
connected to. Just a question for discussion.

COWM SSI ONER KHOURI:  Anyone want to try
and answer that?

MR, NEWSOME: |'m Jim Newsone with the
South Carolina Ports. | think a |ot of what you

heard today is that we are nore reactive than we
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need to be. W do need to be nore proactive
across a lot of fronts. And | nmentioned that in

nmy opening comments. And it's not quite where you

were going, Jan, but, | nean, we -- if you think
we run a termnal -- Wando Term nal has 6000 truck
noves a day. | don't know today what's happeni ng

tonorrow. W go hone today, we do not know what
I s happening tonorrow. W're a nmajor asset. |If

you just step back and think about that, that's

| npossible. | nean, that is really inpossible.
So we've got to -- | think what we m ght
take away fromthis is we do have to plan -- the

reason we run the port is to be proactive. And it
gets people irritated sonetinmes. But that's the
reality of life. W're an expensive asset. W
have to manage it appropriately. So we do have to
be nore proactive, not in isolation.

Hurricanes frighten ne -- | don't even
want to talk about it. Hurricanes frighten ne in
the port industry. You can just inmagine.

Everyone from Hugo that was here -- | wasn't here,

but that's a special case.
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As far as denurrage goes, our view on
denmurrage is the lines control that. |It's about
their container. Qur relationshipis with themin
terns of storage. So the |lines have to decide and
tell us what they need. And of course we're
reasonable. |If we have an extenuati ng
circunstance, | would not cite many exanpl es where
| don't think we've been reasonable. And | think
peopl e ask us.

You know, you cone in to ne, like this
norni ng, and say, wow, | think we've done a great
job here. And then you | eave and say, wow, we've
got to do nore, we've got a lot nore to do. And
that's kind of ny view, takeaway as we go away
from here.

M5. FIELDS: And | guess, understanding
froma carrier's point of view, it is hard to say,
okay, there is a hurricane there. | renenber one
time | had a call, and there was a hurricane
comng into WIlmngton, and the |lady was frantic.
“"But you don't understand. | have a sale

tonorrow. "
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You know, "There is a hurricane com ng."
So | realize that you have to take the
precautions. But a lot of tines it's |ike, we get
| i ke, oh, there is going to be this trenendous
port congestion charge that's going to be
| npl emented. | know they have to file themlike
30 days in advance. So there are conplications
there. But there is a great variance of when it's
charged, and who is charging it, and who is not
charging it. And the exporters and inporters just
have to be -- sonetines feel taken advantage of,
so just fromthat perspective.

MR. TAYLOR  Brian Taylor, Jacksonville
Port Authority. | would just |like to say that
hurri cane preparedness and di saster recovery is
al | about collaboration, just |ike we tal ked about
the different parts of the supply chain working
together. So it's the city, it's the Coast Cuard,
it's the port authorities, it's the shipping lines
regularly coll aborating on di saster recovery plans
and hurricane plans. | know that's what we do.

|"msure that's what Ji mdoes and the other ports
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do. And if you do those on a regular basis and
you actually do the exercises and the nodeling,
when the actual disaster happens, you're pretty
wel | prepared. | think a nunber of the ports, and
| would say certainly Jaxport and City of
Jacksonville, based on the work we do in this
area, | feel that we would be very wel cone here in
the event of a hurricane.

SPEAKER: That's true. But if | may,
there is a really good study that canme out in
Sandy. I'mretired fromthe Coast Guard. So what
| wanted to say is, that's true, but there is a
very good study that canme from Hurricane Sandy
under the auspices of Florida, New Jersey, New
York, the ports. And basically your question,
which is -- the Coast Guard has studied this, and
the Coast Guard has a conplete setup of howto
reconstitute the port. And you're right, it's all
about col | aborati on.

But what was |l earned fromthat study is
that we did a really good job -- I'"'mnot with the

Coast Guard any nore, but the Coast CGuard did a
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really good job at getting working, partnering,
and getting the port back open. It's the next
stage, which is what you guys are pretty nuch
focused on here, which is what do you do to get
everything shifting again through the supply
chain. There is not really that aspect in
governnment that is |ooking at that, that
coordi nation piece on getting the goods noving
back and forth through the system again. So
that's a really worthwhile -- but you're right,
sir, on what you're saying with respect to the
port. But as far as froma policy perspective,
| ooking at that, it's nonexistent; whereas the
Coast CGuard had the authority to be able to do
that fromits level. There is a report, though,
that you can look at. It has a great foll owup on
that. Tom Wakeman is the author of that.

MR. CERNAK: Steve Cernak, Port
Evergl ades. | al so have a dubi ous distinction of
bringing a port back to recovery from Hurri cane
lke. | was in Galveston. So denurrage, | ast

thing on ny mnd. Last thing on the port's m nd.
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It was a noni ssue. W were busy trying to get
junp started again. So | don't think denurrage
charges are a big issue.

| had a great -- you know, from a
practical standpoint, we had great hurricane
recovery plan. It really wasn't worth anything
the day after the stormthough. |'m standing
there looking at it, and I'"'mtrying to figure out
what am | going to do next. So we can plan all we
want to, but | think if you' ve seen one hurricane,
you' ve seen one hurricane. So you don't know what
IS going to happen, what the issues are you're
going to deal wwth. So | don't know if you can
plan for that. So | just wanted to weigh in,
having |ived that and having to work out of a
trailer for six nonths. | understand, you know,
what's goi ng on.

But while I'mhere, | agreed to talk and
we had tal ked before, | think one of the things we
| ook to you for at the Federal Maritinme Conm ssion
is to provide sone sort of |eadership around the

wr ap- aroundness. | think one of the recurring

Ander son Court Reporting -- 703-519-7180 -- www. ander sonreporting. net



South Atlantic Ports Forum Page: 187

1 thenmes |'ve heard here today is we need to | ook at
2 things fromthe systemw de approach. | hear the

3 little pieces, but they all fit together. W have
4 to look at it like we're all one big system and

5 how do the pieces fit.

6 |' ve heard technol ogy conme through here.
7 VWell, there are a lot of issues with

8 | npl enentation of technologies. | think everybody
9 needs to be at the table for that discussion. And
10 then certainly the ports, we need sone sort of

11 fundi ng nodel or sone sort of way to get creative

12 so that we can do the inprovenents that everybody

13 seens to think that we need to do at the ports.

14 And a lot of that is going to fall to the Port

15 Aut horities. But that's expensive, and how t hat
16 nodel takes place, we all sit there and have a
17 di scussi on.

18 One of the things that John WAl sh and |
19 tal ked about after we were up there this norning
20 was -- and if you | ook at the cost of dredging,
21 for exanple, very subtly, every port here, we've
22 | ooked to deepen, but the courts cone back and
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said, well, we're not going to authorize you for
50 feet, but we'll authorize you for 47 or 48, and
you can buy down the extra two feet. Well, that's

a subtle shift of the traditional percentages of
responsibility that's always been in the nodel.
And that's just the subtle shift of cost. So I'll
| eave it at that.

COW SSI ONER KHOURI ;' Thank you, thank
you. Just as a quick aside, when | was working
for a carrier a nunber of years ago, this was
i nl and, we had four hurricanes cone into the Qulf
and shut down New Orleans in one fall, one after
another. W had a very well devel oped hurricane
recovery system And you just -- you work through
it. W saw four hurricanes in four nonths. It is
a process. |I'mnot going to comment on denurrage.
It's a coomercial issue. | think the |ast thing
that anybody in this roomor any of your
col | eagues want is the Federal Maritinme Conmi ssion
or other governnent agencies to cone in and tell
you commercially how to run your business. And |

can assure you, and |'ve had this conversation
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with the Chairman, that is not what we are about.
It's not what these foruns are about.

But you bring up another issue that --
let ne see if | can tee this up in this way. |
serve on a subcabinet group called the Commttee
for the Marine Transportation System (CMS).
Virtually every cabi net departnent has a
representative at the CMIS. GCeneral Peabody from
Corps of Engineers is currently the chairman. |t
rotates around between different agencies. John
Is a very good guy, and | assure you, he shares
your frustrations. |If you just give hima few
nore billion dollars, he would be there doi ng what
he would Iike to do. The budget is what it is.
The econony is what it is.

But in terns of collaboration, in terns
of how many different agencies that we've heard
tal ked about today and a couple that haven't cone
up yet, FMCSA, Surface Transportation Board, Coast
GQuard, Custons, United States Departnent of
Agricul ture (USDA), sone of which was folded into

Custons with Honel and Security, but there are
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still other USDA functions in terns of sone

| nspection on the reefer cargo comng inis stil

| ndependent, what kind of coordination would you
all like to see of all of these agencies, and do
you think a group like CMIS to facilitate that

| nt eragency cooperation -- | nean, think about a
roomlike this and think about the agenda we had
today, if you had every single governnent agency
sitting down in one roomand trying to talk

t hrough the issues and focusing on, you know, what
you all are -- there is sonebody out there called
the Anerican citizen that's our custoner, how can
we do our jobs better? Any comments or reactions
to that?

M5. ZARESK: Hi, ny nane is Pam Zar esk,
and I'mcurrently the president of the Maritine
Associ ation here in Charleston. 1'mso glad to
hear you say that, because | was just getting
ready to get up and say the very sane thing. One
of the things | heard sort of nentioned but not
really delved into is sone of the environnental

| ssues that all of our folks are having to do.
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That's the U S. Environnental Protection Agency
(EPA). The trucking industry and the

overregul ation or the trenendous regul ation
they're under, now we're tal king transportation.

| nmean, the breadth of federal agencies that touch
all of these things. And you |ook at sone of the
initiatives that are going on |like, for instance,
with Custons and Border Protection doing a single
wi ndow and the initiatives in the federal
governnment that say, hey, we'll have a single

wi ndow for all of your information that's com ng
in, and that includes the U S. Food and Drug

Adm ni stration (FDA), and that includes Custons,
and that includes all those 47 federal agencies
that have sonme role in the inport and export of
cargo. That's only one little piece of the whole
t hi ng t hough.

So | think that when the federal
governnment starts in with EPA regul ati ons,
trucking regqulations, maritine reqgulations, all of
those things, | think one of the things that cane

out of this forumvery, very clear is that
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everybody has their own challenges with it. And
until the federal governnent puts that all
together and | ooks at it as an issue-rel ated
thing, we're all going to still have sone
probl ens.

COW SSI ONER KHOURI :  Thank you. And
The U.S. Maritinme Adm nistrator, Chip Jaenichen,
by the way, your boss, is on that CMIS with ne,
and he does a fantastic job. He really does.
Thank you.

MR. CERNAK: That just brought one thing
to mnd that is attached right onto that. What
|' ve seen through the regul atory process and what
|'"'mdealing wwth, very clearly sone of the federal
agenci es don't get involved until the very end.
So perhaps having a dialogue in the room so
everybody understands howit all fits together up
front will nmaybe lead to a pathway to where
everybody knows what's going on at the begi nning
rather than at the end, because you get to the end
and then go, you' ve got to do this, and then it

gets kicked back to the beginning, and then it
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gets to the end again. And that's how we've
gotten into the big circular argunent on trying to
advance projects noving forward.

COW SSI ONER KHOURI:  And to pick up on
what Ji m nenti oned, the agencies -- not to
over-generalize, but agencies in general, by their
very nature, tend to be reactive just by how it
wor ks; and, secondly, they don't seem-- nornmally
don't react quickly. So it's just part of that
DNA, and it's sonmething that needs to be inproved,

wi t hout questi on.

MR. BYRD:: : Conm ssioner, Phil Byrd.
| just -- Pamls brought up a particular matter so
clear in ny mind, |I thought I would share it with

this audi ence and with you, sir.

Recently, as the Chairman of the
Anerican Trucking Association, | was called to
Washi ngton to neet with President Cbhanma with
respect to the Phase Il technol ogy com ng out on
neeting duty and C ass 8 heavy duty commerci al
notor vehicles. Prior to going into the audi ence

with the President, | was standing in a prep room
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with Adm ni strator McCarthy of the EPA and
Secretary of Transportation, Anthony Foxx. Wile
we were standing there for about 40 m nutes, the
conversation canme up fromM. MCarthy, she said,
"M . Byrd, how can our two agenci es work together
better to hel p your industry?"

And | said, well, | thank you first of
all for the question, because it's very inportant.
On one hand, you have the FMCSA nmaki ng regul ati ons
that restrict the free full novenent of Anerica's
cargo, while at the sane tine, an unintended
consequence of the new hours of service regul ation
IS em ssions control, because as Curtis nentioned
in his remarks on the hours of service
regul ations, the 34-hour restart -- and | don't
know if this audience is aware of this or not --
but the 34-hour restart requires that a notor
carrier conpany now, today, only after 168 hours
of elapsed work tinme fromhis first restart to his
second restart can he even take a 34-hour restart.
And then that regul ation says that they have to be

down froml a.m to 5 a.m two consequence nights,
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whi ch means our industry, the trucking industry,
operates nuch |i ke seaport industries,
manuf acturing, and distribution. Mnday through
Friday, we serve our custoners. This new
regul ation says that it's not until 5:01 a.m on a
Monday norning can a commercial notor vehicle
hi ghway driver nove out on the roads. W're in
t he nost congested periods of tine, the nost
unsafe periods of tinme on the highway system
delivering Anerica' s goods, and we're exacerbating
the environnment because we're sitting in
congestion. W do need the agenci es of governnent
talking to each other on the front end of these
ot her issues.

The ot her point, while I've got the
m crophone, 1'd like to nake and just reiterate
the fact that the common thing |'ve heard this
nor ni ng throughout this whole session is the
trucking industry and how inportant it is to the
entire process. | know that nost ports, the
majority of the freight noves by truck.

Denogr aphically over the next ten years, we're
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going to |l ose 37 percent of Anmerica's truck
drivers, 37 percent, wth alnost zero i nbound
comng in. Those 37 percent are going to nove out
because of age and because of retirenent. Another
36 percent will | eave because of nonvol untary
retirenments. We have a critical, critical
situation on our hands, not to nention the fact
that we've already shrunk as an industry froma
capacity standpoint by approximately 5 percent.
So wwth what we're looking at in the
future, | would just challenge this audi ence and
the industries involved here to ranp up the
respect that they have for the Anerican truck
driver and their facilities. That's the first
thing we can do, and Jimalluded to it this
norning in his remarks. But we have to make this
| ndustry a desirable industry so that we can
attract people. The first step is respect. The
second step is they have to be adequately
conpensated, incentivized, notivated, and
del egated. And if we don't do that, just think

about it. How do we nove Anerica's freight? It's
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a big, big, big concern. Thank you.

COW SSI ONER KHOURI :  Thank you. If |
can al so comment about the people issue, if
everyone was really paying attention, clearly the
truck area is nunber one. And Curtis has talked
with nme about this. [It's self-evident. But we
al so heard fromthe maritine side that getting
good crewnren onto vessels and the training process
they have to go through, the rail panel was
tal king about their crew issues, et cetera. This
seens to be an issue that runs all the way through
the transportation systemin every node that, with
peaks and val |l eys, they said, okay, well, now we
need nore crewnren to run the trains. W need a
| ot nore rail folks. W need a lot nore maritine
folks, and they think they're just going to cone
off the streets. And they have to have training,
they have to have qualifications, et cetera, and
t hey need steady enpl oynent.

MR, BYRD:.: : Just one final conmment
Wi th respect to capacity. Wat we see today and

what this industry, the seaport industry and
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| nternodal industry, needs to realize is that the
manuf acturing i ndustry and the donestic industry
of our nation is tying up capacity wth |ong
three- to five-year conmmtnent contracts on a
contract basis, and that is the nove that's at
hand today with every notor carrier existing. So

that capacity is being shrunk from anot her angle

as wel | .

MR. NEWSOME: Jim Newsone with the port
in South Carolina. It's been nentioned to ne
several tines, and as |late as yesterday, | nean,

t he hi ghest unenpl oynent group of people we have
in this country are |like 21- to 25-year-olds, the
MIlennials. | think I"mright that you have to
be 25 to drive a truck. So would that not -- is
t hat wong?

MR. BYRD:: In interstate comerce, you
can be 21 years of age. But here's the problem
Jim Just two weeks ago, | was invited to be
keynot e speaker at the annual collection of
| nsurance industries insuring notor carriers in

the Anerica, and ny discussion and the purpose of
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being there was that very issue. Mst mdsize and
smal | -size carriers today cannot enploy a driver
because of the pre-requirenent insurance
restrictions that say they have to have a m ni nmum
of two to five years' experience, a mninum age of
23 to 25. Large carriers who have |arge high

sel f-deductible insurance levels are able to

| eapfrog that requirenent because they're witing
on their own funds.

So what we have been trying to chall enge
the insurance industry to do and what we've been
successful in our private conpany in doing is
designing a nodel that is so robust froma
curriculum standpoint fromincreasing deductible
costs on people that go through these problens,
but we have to -- you're exactly right. This
| ndustry has to produce drivers. It has to nake
drivers. And we are m ssing out on veterans,
peopl e that can fly and protect our country and
fly our jets and do all kind of neat things in
ot her industries, we can't bring them back hone

and put themin the trucking industry, and it's a
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shane.

MR. OTTERBEI N. Thank you, Comm ssi oner.
My nane is Fred Oterbein. |I'mwth First Coast
Logistics. And the gist of ny statenent is we're
tal ki ng about productivity being the ports, the
i nfrastructure of the highways. | would like to
address it to the carriers. As far as ny history
IS, we have gray chassis now. W basically have
gray ships because it's very hard to find a ship
Wi t hout everybody's boxes on it. Wy don't we
have gray boxes? Wen is the carriers going to
address gray boxes? Wiy are we taking enpties in
to cone out with enpties? Wy are we going up and
down the highways with these enpty boxes? Could a
carrier rep tell ne that?

SPEAKER: They all |eft.

MR. NEWSOME: Well, I'ma reformng
ocean carrier, enphasis on |-N-G because you're
never totally reformed. | nean, it's hard to get
it out of your system But | would say probably
never. | think that's just too close to the heart

of the product that carriers offer, which is their
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container. And they see that as an inbal ance cost
or a significant percentage of their cost
structure. And how they would apportion that in a
gray box world, | just -- we talked about it nany
tinmes. There are exanples where carriers did
bil ateral box exchange within alliances. It never
really got off the ground, because the sales force
said, well, wait a mnute, you gave them ny box,
and | could have sold that box. Right, JinfP |
mean, that box is in Atlanta, and who paid to put
it there? W can't even organi ze basic things
sonetinmes. | nean, to do that, | think, would be
-- I"mjust straightforward about it.

MR. OTTERBEIN. Wiy can't we do it with
the trucking industry, with the steanship
i ndustry, if the railroads can do it with the
rail cars?

SPEAKER: That's a good question. Jim
do you want --

SPEAKER: |'m also a refornmed steanship
guy. | know that the | easing conpanies years ago

tried to do that with the gray boxes, and Rayoni er
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was one of them It goes beyond our country. It
goes overseas as well. And the ocean carriers
feel that's part of their sales tool. That's part
of the ships. | realize we put everything

together now, which is different than certainly
when | started in this business 40 years ago. But
| think it's because it's proprietary. | think
It's an enotional issue that's just not to becone
overcone -- it's not going to be overcone.

COW SSI ONER KHOURI :  Any ot her
perspectives out there?

MR PISANO |I'dlike tosay |I find it
gratifying that there is so many reforned
steanshi p representatives here. That neans that
there is hope for many nore, hopefully.

MR. NEWSOME: Never totally reforned.

MR. PISANO Actually, 1'd like to
address this to you, Comm ssioner Khouri. And I
t hi nk that everybody here sees the Federal
Maritime Conm ssion as an i ndependent neutral body
with regulatory authority over both the carriers

and the term nal operators. But, also, as a
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representative of the governnent, you're perceived
as a neutral body | ooking over the interests of
the American shippers and the Anerican public.
And | think these foruns are great. | know there
is one nore coming up in New Ol eans next week. |
hate to put you on the spot here, but I'mreally
interested in the end gane.

| nmean, | think it's great that the FMC
s engaged in this process. And we would like to
see, you know, the continuation of the FMC
i nvolved in this. And as you said earlier, you
can't dictate how people run their businesses, and
we respect that. But | think that there is an
ongoing role for the FMC in getting all the
parties together and, you know, facilitating the
di scussion on a national basis and help to nove
our nation's transportation infrastructure
forward. So what | don't know, |I'd be interested
to know in this future point what FMC s event ual
role will be in this process.

COW SSI ONER KHOURI :  Thank you for the

gquestion, and that's part of ny job description,
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1 to be on the spot. So | don't shrink fromit. |
2 have two nore issues here that I'd like to throw
3 out. But your exact point is ny third issue. So
4 if I can just defer until the third issue, and

5 "Il answer your point directly.

6 The next point | wanted to -- | don't

7 know how many of our port directors we still have
8 here. | hope nost of them The Federal Maritine
9 Comm ssion, as you just pointed out, has agreenent
10 authority with marine term nal operators. There
11 Is a whole |ot nore in the press about agreenent
12 authority with vessel operators with all the

13 alliances. |It's been -- | don't know what

14 happened to the trade press circulation, if they
15 didn't have sone of that to wite about, they'd

16 | ose half of their pages. But narine term nal

17 operators can also get together, file an agreenent
18 with the comm ssion to discuss various things.

19 Most recent in the press was Seattle and
20 Taconma realized they needed -- they were close

21 enough, they needed to talk with one another. Los
22 Angel es, Long Beach have various agreenents where
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they can chat. This is an area that -- |

I ntroduced Fl orence Carr, the FMC s Director of
the Bureau of Trade Analysis, earlier. This is
her area that she's responsible for. Have the
port operators considered filing larger -- when |
say |larger, geographic in scope, |arger agreenents

with the comm ssion to enable themto tal k about

sone of the issues that we -- we've had here today
and bring in sone of the various outside -- or
ot her groups -- | don't want to say outside;

they're here in the room-- to help facilitate the
col | aboration that we've been tal king about? Any
of the port directors want to address that?
| nterest?

MR. TAYLOR  Brian Taylor, Jacksonville
Port Authority. | can really only speak on behalf
of several of the ports that are here from
Florida. Although we have not gotten to the stage
of engaging in direct -- call themregional
di scussi ons about collaboration, cooperation in
Fl orida, we do have Florida Ports Council. And

since we have a state that has 15 seaports, we've
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used that as a vehicle to allow us to get together
and di scuss and col | aborate on comon i ssues that
affect all of the ports. And | think that nodel
has worked in ny brief tinme there pretty well. W
still obviously conpete, as all ports conpete.
But the ability to actually sit in a roomand talk
about common issues that we can address
col | aboratively through the Florida Ports Counci
| think has been very beneficial to the overal
nodel that has worked very well in the state of
Florida. So while we have not engaged directly
with the Federal Maritinme Conm ssion, | think
we' ve got a nodel that has denonstrated an ability
to work very well.

COW SSI ONER KHOURI :  Ckay. Jim if you
want to --

MR. NEWSOME: We have used it on
specific issues, such as chassis pooling. W
wor ked together with Georgia to cone up, | think,
wth a very useful solution, the gray common
chassi s pool that served not only ports

I ndi vidually, but the entire region of the
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Sout heast. But nore -- | think your point is nore
toward addressing the fact that we're in a world
of nega alliances today. W can say what we want
about them but they're all cost focus. They're
all 100 percent about reducing cost. That's what
the i ndustry has becone.

So the | ogical question that you ask is
does then it make sense for ports who face big
i nvestnents to coll aborate nore closely
comercially. You know, |'ve been pretty public
about it. W think it's sonething that we'll have
to consider over tinme, you know, depending on how
the industry goes, because we're investing a |ot
of public sector dollars. |If you |ook just
bet ween CGeorgia and South Carolina, the two states
alone, if we build the Jasper term nal, which
we're intent on doing, we're going to invest over
$10 billion in port facilities and channel
deepening in 25 years.

And we don't have a commpbn vi ewpoi nt on
that, or we may have done sonething by now  But

you ask yourself, are you better to do that in the
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way we do it today, or better to find a way to
work nore closely together? So it's an open
question, sonething that | think has to be
considered if we're going to invest the suns of
noney that are at stake.

COM SSI ONER KHOURI :  Well, and in terns
of sustainability, in terns of port efficiency --
|"'mgoing to try to clean this up a little bit,
just to, as they say, protect the innocent. But a
group of port representatives were in ny office
not too long ago -- ny counsel is already starting
to go, oh, ny God, where is he going? But they
did a presentation, one of which had efficiencies
in turn tines in their port and different netrics.
And | asked the question, | said, "If you | ooked
at this netric over the last ten years, what woul d
it tell you?"

And they kind of |ooked at each ot her
and said, "Well, it's been about the sane."

And | | ooked at him | said, "I
apol ogi ze. Wat |I'mgetting ready to say may be a

little harsh. | conme fromprivate business. Nane
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nme a single industry anywhere in the United States
or the world where they had one of their nost
| nportant performance netrics and they have not
figured out to inprove on them over ten years."

And they just had a | ook on their face,
| i ke | understand | wouldn't have a job. | nean,
there is not an industry in the United States that
has not managed to figure out how to becone nore
efficient, nore productive, do it at a | ower cost.
| f you have a major production netric and you
haven't inproved on it in ten years, you really
have to scratch your head.

So | want to use that as kind of a
| ead-in, which ny penultimte question is, what |
heard -- stress, what | heard -- |ess problens
here in the Southeast. People who have
experience, you know, North, South, East, West,
what | heard was | ess problens with the -- in
these |l ocal ports. And why is that? Is it
di scretionary cargo, neaning that nore is just
going inland and not trying to be delivered

drayage |l ocally? The comment about nanagi ng the
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real estate and nmanagi ng the vol unes, why -- are
there | essons | earned? And nmaybe giving the
opportunity once again for sone of the ports to
toot their own horn, if you would, but why are

t hey doing so nuch better?

MR. CERNAK: That's the $50, 000 question
here. Steve Cernak, Florida Ports Authority.
There have been a |l ot of investnents going on.

Pl aces you have the problens are areas that are

al ready hi gh-volune ports, that are just how this
congestion issue that keeps manifesting itself. |
think it's a couple of factors.

COW SSI ONER KHOURI : Do you nean by
that -- excuse ne -- is it diseconony of scale

when you get too big? |Is that your point?

MR. CERNAK: Not necessarily. | think
the industry is evolving. |It's changing. W can
see it. | can see howit's starting to change.

You see these alliances at the shipping |ines.
They're the first ones out of the gate. They're
| ooking for their economes of scale, and they're

devel opi ng that.
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| think, you know, if we don't be
proactive about how we evol ve ourselves in the
Sout heast going forward, | think we could fall
victimto the sane things we see el sewhere. |
think that's one point | want to make. | think we
can take a step back and | ook at what's going on
t here and perhaps col | aboratively, going back to
your |ast comment, work together smarter to try to
keep those things from happening. That probably
woul d be a good start for the ports to have that
di al ogue to go on.

| have no idea what an agreenent woul d
| ook like if we were to talk about things. |
think that's sonething that everybody has their
own confort level. W'd have to walk into that
eyes wi de open and slowy to see how that would
evol ve.

But | just think that maybe we've
| earned fromothers' m stakes. Maybe we' ve been
nore careful with sonme of the investnents in the
nore recent vintage. | know that's one of the

steps that | go through in ny port. W ask the
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questions internally, and we go through and we
eval uate what investnents we're going to make, and
how does that help us going forward. W do a
20-year plan, and it's updated every two years.
So |l like to think that's part of what's goi ng on
in my world. | can't take all of the credit,
other than I'msitting in that seat right now

MR PISANO |[|'ll take a stab at it.
Don Pi sano again, Anerican Coffee. | think that
the Northeast term nal operators, they're al
| ndependent. And sane goes for Southern
California, they're all independent. They're both
-- well, Southern California, Los Angeles and Long
Beach, they're both landlord ports, as is Newark,
New Jersey. And | have to say that | think the
| ndependent term nal operators have a relationship
with the ocean carriers, and they have not given
t oo nmuch concern about the cargo owner or the
truckers. And all of their investnent and
I ntenti ons has been on the water side, not on the
| and side of the operations. And | may be w ong,

and | know I'mgoing to get a |lot of argunents
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against that. But that, | have to tell you,
clearly is the perception of the shippers that are
operating in and out of the ports of the Northeast
and Sout hern Cal i forni a.

COW SSI ONER KHOURI :  Very good.

MR. TAYLOR So if | may, I'll respond
to that. Jacksonville, Jacksonville Port
Authority is also a landlord port. So we don't
operate the termnals, but we do have several
maj or term nal operators that are running those
facilities for us. But the State has actually had
a lot of influence and foresight in investing in
exactly what Don was just describing, which is
this connective infrastructure that allows freight
to get in and out of the ports, connect to the
hi ghways and connect to the rail yards.

| think the challenge you have in sone
of these places in the Northeast and on the West
Coast, these are developed cities that it's very
difficult to add that infrastructure very late
into the process. And so | think having a state

that invests proactively in that connective
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I nfrastructure to ensure that you' re not just

i nvesting in the port, in the infrastructure of
the port, but you're also investing in the road
infrastructure to allow the freight to nove from
the port to where it needs to go. That's what |
see is the difference right nowin the South
Atlantic, specifically in Jacksonville. | believe
the sanme thing is happening in South Carolina, in
Georgia. | knowit's nore difficult down in

Fl ori da, because you also have a fairly well built
out city. But, still, rail infrastructure is
being put in, and | think it's that foresight that
is allowing the South Atlantic to avoid sone of

the issues that we're seeing el sewhere.

MR. CERNAK: | want to add one thing to
that. Being in Fort Lauderdale -- | playfully
call it the sixth borough, being an ex-New Yorker

-- 1t's very congested around the port. But ny
reaction to that coment was exactly the opposite.
The State has given funds, and they have invested
heavily in the road side and rail infrastructure.

And | feel, looking at the port, that ny water
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side infrastructure is lagging, and | have to
react to that. So | think it's a matter of

phi | osophy. The State has cone in and nade a | ot
of investnents. So that's a big part of the

pi cture.

MR. PISANO Well, 1'd say that the Port
of New York, the Port Authority of New York and
New Jersey, has nmade investnents. They are naking
i nvestnents. But | was speaking nore directly to
the term nal operators who are responsible for
their gate operations and trying to snooth control
of the outbound. It doesn't require the state
governnment or the Port Authority to nake
i nvestnents in the road if you've got a mle |ong
line trying to get into the gate. That's on the
term nal operator. That's not the Port Authority.

MR. CERNAK: | just recently
renegoti ated a new agreenent with one of the
shipping lines. |If you |ook at that agreenent --
and they're all public -- it's designed to
encourage investnent in the termnals. So we

negoti ated through that. So | think that's the
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way -- sonething else to ook at going into the
future,

COW SSI ONER KHOURI : And you raise the
other point -- and | say this not totally
hunorously -- but sonetines it is worthwhile to
restate the obvious. Ports are sitting on what is
ot herwi se known as beachfront property, and
there's other people that would very nmuch like to
live there as well. And | forget who it was that
tal ked about real estate managenent. | knowit's
a big issue in the San Pedro Bay area. There are
alternate uses for that property.

Yes, sir, please.

MR. RI CHARDSON:. Al bert R chardson,
United Arab Shipping. [|'Il take a stab at this
whol e capacity issue. There is no question as
al l'iances nove forward, we're |ooking for
econom es of scale. | think the South Atlantic
has done a really good job at keepi ng congesti on
away, et cetera, et cetera. However, that
potentially can change very rapidly.

Vessels are getting |arger. For
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exanple, we currently operate two services to the
South Atlantic. Those vessels are M deast,

Medi terranean. | ndian subcontinent service wll
go from 4000 TEUs to 7000 TEUs very shortly.
Additionally, our trans-Pacific service wl|l

di vert froma Panama service to a Suez, and the
vessel size will go from4000 to 8000. So just by
-- | think on the West Coast, we've seen the 8000
TEU vessel s for years now, for a couple of years.
And | think we're going to get to that phenonenon
on the East Coast very, very soon. Four or five
years ago, as nost of us on the carrier side know,
Suez services were not viable. And, now, because
of econom es of scale, you'll see |arger vessels
to the South Atlantic, which potentially can
create sone problens long termfor you if we don't
pl an accordi ngly.

COW SSI ONER KHOURI:  And the point you
raise -- and this goes back to that group |
mentioned earlier, the Conmttee For the Marine
Transportation System-- | was called on to talk

about sone of the ship issues, and I was trying to
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expl ain how the shi ps were cascadi ng from one
trade to another and how the 18,000 TEU ships are
in Asia to Europe and what their slot cost was,
you know, per slot, and how the ships you j ust
descri bed are now cascaded into the U S. trade.
And | was right in the mddle of a sentence, and a
fellow fromthe Departnent of Comrerce interrupted
ne to say, "So what you're saying, Mke, is we're
at a conparative conpetitive di sadvantage to our
trading partners.”

| said, "Yes, sir. You ve got it."
Under stand on a gl obal scale that our trading
partners are paying a | ower cost per slot because
we cannot handl e the other ships. And when | say
can't --

SPEAKER.  Just one additional conment.
Qur book, our new bill book, we're building eleven
18, 000s and el even 14,000s. So carriers aren't
bui | di ng 8000s anynore. And you' re absolutely
correct. \When those vessels cone off the
production line the end of this quarter and all

next year, we wll see 8000 and 9000 vessels
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cascade to the trans-Pacific or to other services.
Personally, | don't think the North/ South services
can handl e those kind of capacities now So that
woul d be the East/Wst services to the U S

COW SSI ONER KHOURI @ Yes, mm' am

M5. ARGENTINE: H . Latisha Argentine.
Looking at this issue froma broad perspective,
| ' ve been studying this for a while. Attorney,
maritime, and consultant. Bringing it forward,
we're looking at it froman interimright now, but
there has been a lot of facts brought out, brought
out from Anmerican trucking. You know, there is
just so much of a desire and need for a capacity
i n novenent. We've got so many nore TEUs com ng
in. And wthin a decade, two decades, three
decades, you know, we're going to increase, and
we're not going -- as far as the freight, and
we're not going to have anyplace to nove it,
whether it's on our ports or in our infrastructure
of our surface, and even in our rails.

And so the reason why | started bringing

that portion up is that one area that's been --
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that 1'mlooking at is -- that we have not been
| ooking at in federal governnent is a real hard
| ook at donestic novenent of freight on vessels
thenselves. And if you look -- and it not even
seens to have been that nmuch of a topic in federal
governnent to be looking at it. And as you | ook
back at CMIS to have that dialogue, there has been
the marine highway transportation systemthat
t hey' ve been tal king about, and it really hasn't
been -- and everybody is going to have to partner.
Trucking is going to need it and rail as well. So
| bring that up as far as part of the comments.

| f you | ook over at the European Union
(EU), 35 percent of the freights noving on ships
donestically, and we are only using about 4
percent. And yet we're not | ooking at anot her
alternative, or at |east we're not talking about
it. And there are a nunber of reasons. But we've
got to think broader, and we're not going to be
conpetitive.

We're bringing in the big ships for the

exports, but we don't have various nodes to nove
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themon. W're already congested. W're going to
continue to be congested. And our popul ati on has
grown fromthe past 25 years by 25 percent. W're
going to continue to have nore and nore of a need
to ship and nove our goods. So | throw that out
to think even broader. |[It's going to get bigger.
It's not going to get less. Thank you.

MR. BYRD:.: Conm ssioner, |'mPhil Byrd,
again, fromthe Anmerican Trucki ng Association, to
respond to highway capacity. Recently, | was --
earlier this year, | testified before Congress on
the i npacts of the expansion of the Pananma Canal
W th respect to the East Coast infrastructure. It
was quite an education for ne to get up to speed
to be able to do that.

As a result of that testinony, the
Panamani an gover nnent extended an invitation for
me to cone over and visit the canal, and sone of
ny coll eagues joined ne at that. W nmet with the
Panama Canal Authority. Their nunber one concern
i's, when the tsunam of freight hits the East

Coast, it's not whether our harbor is going to be
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deep enough, not whether our termnals are going
to be able to handl e the capacity or not, but
where does the cargo go when it hits the hi ghway
syst enf?

At the Anmerican Trucking Association, we
al so have an arm which is known as the Anerican
Transportation Research Institute, ATRI, which is
domciled and headquartered in Atlanta. |'ve had
the privilege of chairing that policy committee
for a nunber of years. And | wll tell you that
we recently did a very high-level study on what
t he econonm c inpact of highway congestion is
costing our industry today. That release is
public. You can get a copy of that through our
website. $7 billion dollars under today's
st andar ds.

So when this freight continues to cone
to us and our hi ghways get even nore congested,
it's going to drive greater capacity out of this
segnent. So highway finding, stabilizing the
H ghway Trust Fund is a nmajor factor in how we

nove Anerica' s commerce, and we have to pay
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attention to it.

COW SSI ONER KHOURI :  Thank you. |'l]
address just briefly, what you're tal king about is
essentially -- thank you for your comment, the
| ady before -- the short sea shipping that the
U S Mritine Adm nistration has that as one of
their tasks, I was at a conference two weeks ago
and spoke right after Adm nistrator Chip Jaeni chen
tal ked. He raised short sea shipping. The person
who spoke after nme was from Europe and tal ked
about their short sea shipping issues, and they
have a different system W'd be here until this
time tonorrow trying to tal k about short sea
shi ppi ng.

Let ne just briefly say, they do have
sone different issues in Europe than we have here.
Is there a potential for short sea shipping? Yes.
It's going to take a | ot of different things
comng together. But | can assure you, it is not
off the board. | can assure you that it's
sonething that the Maritinme Adm nistration, part

of the U S. Departnent of Transportation (DOT),
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continues to ook at and work with, and | think
where it nakes sense, provide seed funding and
ot her encour agenent.

Let ne leave it with that. And unl ess
soneone else -- I'"'mready for Don's third
gquestion, or ny third point, Don's question that
he left me with. Does anyone have anything el se
they'd like to add? Certainly.

SPEAKER: John Tronti, Crowl ey Maritine.
A gquestion cane up early, and | heard a comment
about all the ocean carriers had left. Not
exactly true. I'mstill here. But just the sane,
"' mnot on the cargo side, so the question that
was posed about the inter-use of containers and
boxes is not really in ny swmlane, but 1'd |like
to give that answer for this gentleman.

| suspect it's a capital investnent
I nventory control co-chair type of dilema. But
i f anybody can solve that -- and | don't nean to
boast -- CrowWey Maritine has logistics and a
| iner service. They're separate, but they're

together. So I'mcertainly going to chall enge
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those folks to give ne the right answer on that.

Wth that said, 1'd like to ask the
shi ppers here what they consider when they're
utilizing an ocean carrier besides cost, because
everybody knows that's the bottomline. But do
you consider safety records? You obviously nust
consi der speed to destination, service to
destination. But does it matter to you that your
comodity cargo nerchandi se would be carried on a
U S -flagged, U S . -owned, U S. -crewed vessel?
Because the nore of that we have, the greater our
national security is. So |l'd just |like to hear
fromthe shippers what they think about when their
cargo is crossing the ocean and what ship it's on.
Thanks.

MR. MORELLI: Andy Morelli. That's a
pretty detailed question. W do |ook at nore than
just cost. Value is very inportant to us. | have
a very detailed score card that we rate our
carriers on. | actually recently just finished
our annual contract negotiations that are going

I nto pl ace Sat urday.
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And I'Il step back. To answer your
ot her question on U S.-crewed |lines, we don't | ook
at that nuch detail with the crews and things |ike
that, if | understood your question. |It's neither
here nor there. It's an interesting point though,
sonething to think about in the future. Safety is
very inportant, obviously, for our conpany.

But to get to that, yes, it's nore than
just cost. Cost is extrenely inportant, but we
| ook at custoner service, booking turnaround,
docunent ati on turnaround, you nane it. It's a
six-lettered score card with wei ghted averages on
each piece. Schedule integrity right nowis 25
percent of that 100 percent score. And when we
make our awards, | sit down with a team and we
list themin order. Wo is our top rank, mddle
rank, third rank.

When | put ny route guys together, we
actual ly have a perfornmance factor. So | m ght be
payi ng you $1000 to get it to Shanghai. But if
you're a high-paying carrier, you'll rate at 95

percent or sonething like that. So |I'm paying
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1 nore for your value than just the cost; however,

2 cost is still a big piece of that. R ght? W're
3 all in business to nake sone noney.

4 So | don't know if that answers your

5 question a little bit nore, but value is inportant
6 for us.

7 MR. TRONTI: Wuld you pay 5 cents nore
8 on a dollar if you knew U. S. citizens and shi ps

9 were carrying your cargo? |Is there any relative
10 cost factor there? | guess the reason | bring it
11 up is the U S. flag deep sea right now is bel ow
12 100 ships. |I'mnot tal king about Jones Act,

13 donestic vessels that are carrying clean products
14 or other cargo around the U. S. @ulf and East and
15 West Coast. As far as mnor, foreign, we're bel ow

16 100 ships. The mariners, after World VWar 1I1,

17 there were 2000. They were nuch smaller in that
18 situation, Liberty ships and Victory ships from
19 Wrld War |I. They are a lot different than the

20 8000, 10,000, 12,000 TEU ships we're tal king about
21 bui | ding. But things have changed, and the

22 mari ners are not there.
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In a time of national energency, to nman
the governnental fleets that we have, |ike the
ones | manage here in North Charl eston, we need a
surge froma manni ng standpoint so that those
vessels can carry mlitary cargo to the theater,
to wherever the threat is. And those mariners are
not there because we don't have the deep sea
fleet. Most U S -flagged nmariners are working six
to seven nonths a year, and they're on the beach.
But when the bell goes, the fire alarmrings, and
we've got to fight a war sonewhere, those mariners
are com ng off vacation and manni ng the reserve
force and ot her governnental vessels.

So there is atie-in there, and Chip
Jaeni chen is one of the people, the U S. Maritine
adm ni strator who is working the natter at the
hi ghest | evels. W need to do sonething about the
deep sea U. S. Flag that we don't have anynore.

And it cones back to shippers, commodity, and
cargo, because our cargo, it doesn't -- you know,
you don't need a ship, whether it's a U S. flag or

a flag of conveni ence, you know, wth the Marshall
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| slands flag on it. So that's really ny question.
MR PISANO | just want to follow up on
what Andrew was stating. There's a |ot of
cal cul ations that go into choosing a carrier
bet ween particular port payers and where you're
shi ppi ng your cargo and what carrier you're using.
You're certainly |ooking at your overall cost.
You' re | ooking at your experience, you're | ooking
at the transit tine, you're looking at their claim
settling. You're also |ooking at their website.
You know, can you get the information, you know,
easy and quickly. Can you -- if you have multiple
trans-shi pnents, can you see when your cargo is
going to be | oaded in Tanjung Pel epas for
trans-shi pnent before it gets trans-shi pped again
and heads to the United States. A lot of |ines
don't have the websites, you know, refined to the
| evel where you can actually track the containers
fromthe origination forward. They can tell you
where it's been, but not necessarily always going
to tell you where the trans-shipnent is going to

take place, when is it going to take place, what
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the on-carrying vessel is going to be.

But to answer your question, is there a
value to the Anerican flag vessels, and it used to
be nore. |I'min the coffee business, and there
are not a lot of Anerican flag vessels carrying
coffee these days. But there used to be years
ago. And there certainly was a value put on that,
and there certainly was a favor or favoritism
toward Anerican flag vessels back when we had the
options to use Anerican flag vessels.

|'d also like to just go back to one of
t he points about the short sea shipping and
per haps barge services. | think what we've seen
I s over the years a nunber of barge services cone
and go, because it's really difficult for themto
actually turn a profit in running a barge service.
And | think it's sonething that, you know, it's a
service that, for it to actually have a | ong-term
presence in the U S. industry in our trade here,
it's got to be sonething that's probably got to be
subsi di zed for a period of time until it actually

gets up and running and actually gets to the point
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of getting sufficient volune. Like any industry,
you' ve got to get to that critical nmass |evel
where you can actually turn a profit and have a

| ong-term sustainability.

| remenber even a few years ago, we had
a barge service running up and down from New York
up to Al bany. And, you know, | think they gave it
| i ke three years to nake a profit. They didn't do
it inthree years, and they killed it. But it
woul d have taken a Il ot of freight off of the
roadways, particularly in congested areas such as
the New York netropolitan area.

So we're certainly in favor of it, but
it's sonething that has got to actually be --
probably be subsidized for a period of tinme until
it can actually sustain its own.

COW SSI ONER KHOURI :  Ckay. Anyt hi ng
else? 1'll answer your |last point then, Don, is
what was the outcone that |I'm | ooking for and that
the comm ssion is |ooking for.

The Federal Maritinme Comm ssion is an

| ndependent agency, and | tal ked about this very
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| ssue with Chai rman Cordero before | took on the

assignment to do one of these foruns. As you
ment i oned, Commi ssioner Dye is doing the fourth
one next week down in New Oleans for the Gl f
Coast ports. W will then, all five of us, all
five comm ssioners, have participated in a foru

at that point. W'I|l be putting our heads

m

together as to what kind of report or next actions

may be comng out of that. | don't want to say

well, this is what is not going to happen, but

because of sonme prior press issues, initially and

then again before | canme down here, | confirned

that with Chairman Cordero, we are not | ooking at

doing -- opening up a rule making of any
description. This is not an area we're | ooking
regul ating. Again, what | said earlier in the

day, the last thing you, the business public,

want, is the governnent to cone in and tell you

how i n any way, shape, form or fashion, howto

run your busi ness.
Presi dent Gerald Ford fanously said,

t he governnent was in the business of brew ng

at

| f
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beer, we'd probably be $50 a six-pack. Applying a
Producer Price Index (PPlI) to that 1978 or '76
comrent, that woul d probably be $200 a si x-pack at
this point. That's not what we're |ooking at, nor
are we |l ooking at doing a fact-finding that is on
the table.

So Chairman Cordero and | tal ked about
that. This was initially how do we provide a
forumfor everyone to cone together. [t was an
| ssue that has been -- ever since these were
announced, it's been nore and nore around the
gl obe. If we have problens, just |ook at
Rotterdam and not to pick on them but other
ports. It is not an issue that's going to go away
easily. There is not a nmagic wand. There is not
pi xie dust. And there is not going to be a
cost-free sol ution.

A fanous nmariner and pilot was quoted as
sayi ng, "For every conplex problem soneone wl|
cone up with one singular and sinple answer, which
i s al nost always wong." And | think Mark Twai n

had, anong all of his wi sdomand wtticisnms, |
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nmean, this is a conplex issue. There are a |ot of
i nputs. There are a | ot of pieces that have to
cone together and work better. And | think we had
sone really good dial ogue today. And there wll
probably be a report of sonme type that we w ||
cone out with and then see what the next steps
are. But |I'mconfident when |I'msaying there is
not a reqgulatory rule nmaking getting ready to cone
out of this.

| think the first thing to conme out of
it is, fromthe bottomof ny heart, thank you so
much. You all are a bunch of busy people with
| nportant jobs, and thank you so nuch that you
took the tinme to spend with us all day long. And
| really appreciate it. The Federal Maritine
Comm ssion appreciates it. So | want to, again,
t hank John Moran, all the staff. They've been
great. And | want to thank Ji m Newsone and his
staff. They were just fantastic in supporting
this endeavor today. Thanks. Wth that, unless
soneone el se has any other closing conmments, let's

go hone. Thank you.
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CERTI FI CATE OF NOTARY PUBLI C
COVMONVEALTH OF VIRG NI A

|, Carleton J. Anderson, |Il do hereby
certify that the forgoing electronic file when
originally transmtted was reduced to text at ny
direction; that said transcript is a true record of
the proceedings therein referenced; that | am
neither counsel for, related to, nor enployed by
any of the parties to the action in which these
proceedi ngs were taken; and, furthernore, that | am
neither a relative or enployee of any attorney or
counsel enployed by the parties hereto, nor
financially or otherwi se interested in the outcone

of this action.

(Signature and Seal on File)

Notary Public, in and for the Commonweal t h of
Virginia

My Conmm ssion Expires: Novenber 30, 2016

Not ary Public Nunber 351998
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