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UMMARY QOF SUBJE TIE
TO: Members of the Subcommittee on Coast Guard and Maritime Transportation
FROM: Subcommittee on Coast Guard and Maritime Transportation Staff

SUBJECT: Heating on “Pott Development and the Envitonment at the Potts of Los Angeles
and Long Beach™

PurPOSE OF HEARING

The Subcommittee on Coast Guard and Maritime Transportation will meet on Avgust 4,
2008, to examine the efforts of the Ports of Los Angeles and Long Beach to meet infrastructure
needs, including through the assessment of a container fee that will be applied to containets passing
through the port and then expended on projects intended to improve infrastructure in and around
the port areas.

The Subcommittee will also consider the ports’ efforts to reduce emissions from port-related
activities, including from trucks that provide drayage services at the ports as well as from vessels in
transit to and from the ports, Specifically, the hearing will examine the ports’ adoption of the San
Pedro Bay Ports Clean Air Action Plan, including the Plan’s “Clean Trucks” program. Under the
Clean Trucks program, the Ports of Los Angeles and Long Beach plan to assess a fee on each
container loaded in the port to generate the funding necessary to replace the entire fleet of trucks
providing drayage services at the ports with clean trucks meeting 2007 federal emissions standards.

BACKGROUND
Ovetview of the Ports of Los Angeles and Long Beach (LA/LB)

The Ports of Los Angeles and Long Beach ate adjacent port facilities located on San Pedro
Bay in southern California. Together, they constitute the fifth busiest pott complex in the wotld,
moving some $260 billion in total trade, including handling 15.7 million 20-foot containets
(commonly referred to as twenty-foot equivalent units or TEUs) in 2007 (approxitmately 40 percent
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of all the containers entering the United States). In 2007, the Ports of Los Angeles and Long Beach
received 5,881 vessel calls — a decline of 3 percent in total vessel calls under the previous year.'

The Port of Los Angeles

The Pott of Los Angeles is the busiest seaport in the United States. Its port facilities cover
approximately 7,500 acres along 43 miles of waterfront propesty; these facilities employ
approximately 16,000 people. The Port of Los Angeles is a department of the City of Los Angeles;
it is managed by an executive ditector and administered by a five-member Board of Hatbor
Commissioners.

In calendar year 2007, the Port of Los Angeles handled 8.4 million TEU containets — which
was 2 slight decline below the port’s container traffic in 2006. In fiscal year 2007, the pott handled a
total of 190,1 million metric revenue tons of catgo, of which 171.9 million mettic tons was general
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} Chris Phillips, “Regional Report: Los Angeles and Long Beach,” Pacific Maritime Magazine, Jane 2008.



The Port of Long Beach

‘The Port of Long Beach is the second busiest pozt in the United States, It encompasses 10
piets located on mote than 3,000 actes of land. In 2007, the port handled mote than 7.31 million
TEU containers and a total of 87 million metric tons of catgo valued at $140 billion, The Port of
Long Beach is managed by the Long Beach Harbor Department, part of the city of Long Beach.
The Hatbor Department is managed by a five-member Board of Harbor Commissioners.

Container Fees

The Ports of Los Angeles and Long Beach have identified extensive infrastructute needs in
and around the port facilities, including the Gerald Desmond Bridge Replacement, the SR-47
Expressway, the Navy Way/Seaside Avenue Interchange, the South Wilmington Grade Sepatation,
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the 1-110 Connectots Progtam, and the development of an on-dock rail system. In an effort to
generate tevenue to suppott the development of this infrastructure, the Ports of Los Angeles and
Long Beach have approved an “infrastructure cargo” fee that will be applied to containers moving
through the ports. Additionally, the State of California is considering legislation to create a
container fee at the Ports of Los Angeles, Long Beach, and Oakland which would support
infrastructure projects as well as projects intended to mitigate the environmental impacts of port
operations, These fees are described in more detail below,

Ports of Los Angeles and Long Beach Infrastructure Fees

Beginning January 1, 2009, the ports of Los Angeles and Long Beach will each assess an
“infrastructure cargo” fee on containers moving through the potts to support. The fees approved
by potts are expected to be $15 per 20-foot TEU in 2009 — but the fees can fluctuate based on the
funding needs of infrastructure projects in progress. A fact sheet authored by the Pott of Los
Angeles anticipates that the fee will grow to $18 in 2010 and 2011 but could fall to $14 in 2012, The
fee is expected to raise approximately $1.4 billion to support designated infrastructure projects.

California State Container Fee

California is considering legislation that would create a State-imposed container fee.
According to an analysis of 8B 974 as amended on July 14, 2008 (Senate third reading) produced by
the California Assembly, the legislation would require the Ports of Los Angelés, Long Beach, and
Oakland to begin collecting a container fee of up to $30 per 20-foot TEU by January 1, 2009. The
analysis indicates that 50 percent of the funds generated through this fee would be utilized to fund
projects that would contribute to congestion relief and improve the flow of containerized cargo,
while the other half of the funding would be utilized to fund projects that mitigate air pollution
created by the movement of cargo through the ports. SB 974 also authorizes the ports that collect
these fees to bond against the fees collected to finance the projects for which the funds ate
authorized to be expended. The analysis of SB 974 indicates that the container fees collected by the
Ports of Los Angeles and Long Beach will generate approximately $§100 million in 2008 to 2009 -
and will generate approximately $340 million annually in each year afrer 2009.

In its analysis of SB 974, the Assembly notes that critics have suggested that
itnposition of the container fee the legislation would create may violate the Commerce
Clause of the United States Constitution. The Commesce Clause, found in Article I, Section
8, reads in part:

The Congress shall have power to lay and collect taxes, duties, imposts and excises,
to pay the debts and provide for the common defense and general welfare of the
United States; but all duties, imposts and excises shall be uniform throughout the
United States;

To borrow money on the credit of the United States;

To tegulate commerce with foreign nations, and among the several states, and with
the Indian tribes.
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Regarding this issue, the Assembly analysis of SB 974 states that a 2005 opinion provided
by the Assembly’s Legislative Counsel concluded “it is our opinion that a court faced with the
question would find that the charge proposed is a valid regulatory fee imposed under the police
powet of the state, as long as the amount of the charge assessed does not exceed the reasonable cost
of providing the services described, and that amount bears a teasonable relationship to the burdens
created by the marine terminal operators.”

As of July 22, 2008, SB 974 had passed the California Assembly and awaited final action by
the California Senate.

In their report “Cargo on the Move Through California: Evaluating Container Fee Impacts
on Port Choice,” dated July 28, 2006, Dr. James Corbett, Dr. James Winebrake, and Etin Green
atgue that imposition of a container fee of up to $30 per TEU would increase voyage costs to these
potts by between 1.5 percent and 2.5 percent on average, resulting in ship diversions of less than 1.5
percent,

Air Emissions at the Ports of Los Angeles and Long Beach

Ships are 4 majot source of polluting air emissions in California — and the pott complex of
Los Angeles/Long Beach is the largest single source of polluting air emissions in southern
California. According to the South Const Air Quality Management District (SCAQMD), ships
generate 70 percent of the sulfur dioxide emissions in that management district. The SCAQMD also
reports that ships traveling along the southetn California coast generate mote emissions of nitrogen
oxides than are emitted from all of the power plants and refineties in that area combined,

Further, the shipping lanes that ships traverse to reach the ports of Los Angeles and Long
Beach bring them close to the coasts of Ventura and Santa Batrbara counties — causing significant air
pollution in these counties. The Santa Barbara Air Pollution Control District estimates that ships
are the sources of more than 40 percent of all nitrogen oxides generated in that county.

The trucks that serve the Ports of Los Angeles and Long Beach are also a significant source
of polluting emissions. According to one source, apptoximately 10 percent of total emissions from
the port complex and port-telated activities come from tracks®. However, according to the
California Air Resoutces Board (CARB), the particulate mattes released from diesel is the greatest
single threat to public health — and 66 percent of diesel pasticulate matter released as part of port-
related activities otiginates from trucks. CARB indicates that in California, diesel patticulate matter
accounts for up to 70 percent of the cancer tisk associated with air pollution.

San Pedro Bay Ports Clean Air Action Plan

Together, the Ports of Los Angeles and Long Beach have adopted a plan to reduce polluting
air emissions at the ports called the San Pedro Bay Potts Clean Air Action Plan. Full
implementation of the plan’s components is expected to tequire the combined expenditure of
billions of dollars from all participating sources, including the potts, the State of California, and
industies that work in and around the potts of Los Angeles and Long Beach. The plan’s

% Jon Haveman and Christopher Thomberg, “Clean Trucks Progtam: An Economic Policy Analysis” Beacon
Economics, February 2008,
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components are expected to cut emissions of particulate matter from port-related sources by 47
percent within five yeats. The plan will also reduce emissions of nitrogen oxides by 12,000 tons per
year and reduce emissions of sulfur oxides by 8,900 tons per year.

The specific components of the plan include the following:

»  Requiting the use of clean diesel trucks at the ports (the “Clean Truck” initiative).

> Requiting the use of low sulfns fuels during transits close to the ports and requiting
reductions in transit speeds ~ and providing shore-side electricity to vessels docked at ports
(so that they do not have to idle their engines to generate electricity).

% Replacing or retrofitting cargo-handling equipment to meet stricter air emissions standards.

> Requiring the use of cleanet locomotives in the port complexes, including requiring the use
of cleaner fuels and equipment that treats the exhaust produced by locomotives,

Several of these plan elements are discussed in more detail below.
Clean Truck Progtams

The San Pedro Bay Ports Clean Air Action Plan includes as one of its centerpieces the
implementation by the Port of Los Angeles and the Port of Long Beach of Clean Truck programs,
which ate intended to reduce the air pollution emitted by trucks used in port properties by more
than 80 percent below current emissions levels. The programs will achieve these reductions by
replacing (or retrofitting) as many as 16,000 trucks by the year 2012,

The Clean Truck programs developed by each of the Ports of Los Angeles and Long Beach
are described in more detail below. The two plans are similar — but not identical — and individual
trucking companies wishing to carry cargo in each port must enter into a separate concession
agreement with each pott.

Port of Los Angeles Clean Truck Program

Under the terms of the Clean Truck program adopted by the Port of Los Angeles, beginning
October 1, 2008, trucks built before 1989 will be forbidden ftom entering the Port of Los Angeles.
Beginning Jamuary 1, 2010, trucks built before 1993 will be banned from the port together with all
trucks built between 1994 and 2003 that have not been retrofitted with emissions control
technologies. Beginning January 1, 2012, any truck not in compliance with the 2007 Fedetal Clean
Truck Emissions Standard will be forbidden from entering the post.

Only Licensed Motor Cartiers (LMC) who have “ditect control over employee drivers” will
be eligible to receive a concession agreement from the Port of Los Angeles — though the
employment requirements will be phased in between 2008 and 2012 (for example, 20 percent of an
LMC’s drivers must be employees of the LMC by the end of 2009). Individual truck owner-
operators that are not LMCs will not be eligible to teceive concessions at the Port of Los Angeles —
but they will be eligible to operate at the port until the employment requirement is fully phased in to
effect.
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LMCs will be requited to pay $2,500 for a five-year concession; they will also be required to
pay an annual fee of §100 for each truck they operate. Concessionaires must meet specified safety
and secutity standards and hold required licenses and insurance policies.

Concessionaires will be eligible to receive grants from the Port of Los Angeles Clean Truck
Fund (desctibed below) to cover up to 80 percent of the cost of purchasing a 2007 standard diesel
truck or a truck that runs on LNG. Concessionaties purchasing a 2007 diesel truck with funding
from the Clean Truck Fund must tutn in an old truck to be scrapped. Futther, only trucks sold by
vendors authorized to participate in the Clean Truck Program will be eligible to be purchased
through the assistance provided to concessionaires.

Entities that do not receive funding for the purchase of a new truck will be eligible to receive
$5,000 for every truck built prior to 1989 that they turn in for scrapping. Additionally, certain older
trucks will be eligible to receive funding to cover the installation of equipment that will make
emissions compliant with the 2007 emissions standards.

Beginning October 1, 2008, the Port of Los Angeles will collect 2 “clean truck fee” of $35
from cargo owners for each 20-foot TEU loaded in the pott; this fee will not apply to cargo moving
on a train ot cargo moved from one terminal to another terminal within the port complex. The fee
will be collected until 2012, when the entire fleet of trucks serving the Port of Los Angeles will be
required to meet 2007 emissions standards. The funds collected from this fee will be deposited in a
Clean Truck Fund and will be used to assist LMCs in purchasing clean trucks. Trucks privately
funded by LMCs that meet the requitements of the Clean Truck program will be exempted from the
container fee,

According to data issued by the Port of Los Angeles, thete ate approximately 1,000 LMCs
currently coordinating the drayage provided by 17,000 owner-operator truckes in the Port of Los
Angeles. The Pott states that this is “a financially unstable, inefficient system that petpetuates the
use of cheap, high-polluting and poorly maintained trucks,” The Clean Truck Program seeks to
remedy this problem by instituting a concession plan that “establishes 2 contractual relationship
between the Port and the licensed motor cattiets to provide drayage services under guidelines
meeting the Port’s business objectives.” The Port of Los Angeles claims that this will benefit truck
drivers by “frecing drivers from the burden of purchasing and maintaining the trucks they drive.”

Port of Long Beach Clean Truck Program

The Port of Long Beach’s Clean Trucks Program specifies that trucks of model year 1988
and older will be banned from the Port of Long Beach beginning October 1, 2008. Beginning
January 1, 2010, trucks of model year 1993 and older will be forbidden from setving the Pott of
Long Beach — together with trucks from model years 1994 through 2003 that have not been
retrofitted with emissions control technology. Beginning Januaty 1, 2012, any truck not meeting the
model year 2007 federal truck emission standard will be forbidden from setving the Pott of Long
Beach,

Under the Port of Long Beach’s Clean Truck program, only LMCs holding concessions
issued by the Port of Long Beach will be able to provide drayage services at that port. However,
unlike at the Port of Los Angeles, at the Pott of Long Beach, LMCs holding a concession agreement
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will be allowed to dispatch either employee-operatots or owner-operators to setve the Port of Long
Beach. Owner-operator truck drivers serving the port will be required to enter their truck in the
Port Drayage Truck Registry.

IMCs seeking a concession will be required to pay an application fee of §250 for a
concession lasting 5 years; they will also be required to pay a fee of $100 per year for each truck they
operate at the port. Concession sign-up begins at the Pott of Long Beach on July 28, 2008,

Concessionaite employees and ownet-operators dispatched by concessionaires will be
offered financial assistance through two different programs to assist them in purchasing clean
trucks, Concessionaires can participate in a lease-to-own program, through which they can trade in
an old truck and make monthly payments ranging between $500 and $600 for the lease of a new
diesel truck or make monthly payments ranging between $500 and $1000 for the lease of a new
ING-powered truck. These leases will Iast for seven yeats, At the end of the lease period,
concessionaires will be eligible to purchase their leased truck by paying half of the remaining cost of
the truck, Conversely, concessionaires can trade in an old truck and receive a grant that will cover
up to B0 percent of the purchase cost of a new clean track,

Like the Port of Los Angeles, the Port of Long Beach will begin collecting a $35 fee for each
20-foot TEU (§70 per 40-foot TEU) loaded in the pott. The fee will not be applied to containets
that move through the port by train. These container fees will be collected in a fund that will be
utilized to pay for concessionaites’ lease-to-own program and truck purchase grants.

Containers carried on privately financed LNG-powered trucks will not be charged a
container fee. Containers canried on privately financed diesel-powered trucks will pay half the
standard container fee. However, if the privately financed clean truck entets service after October 1,
2008, the truck’s owner must provide proof that a truck that did not meet the 2007 federal emissions
standards has been removed from service.

Potential Economic Impact of the Clean Truck Programs

The Port of Los Angeles and the Port of Long Beach have commissioned several different
studies of the potential economic impacts of their Clean Truck Programs, Most of the studies
conclude that implementation of the Clean Truck Programs will raise drayage costs by some amount
(though the predicted increases vary widely) and that some containers could be diverted from the
Ports of Los Angeles and Long Beach. Importtantly, the studies suggest that the actal increase in
drayage costs will result from an equation that will involve some increased costs {such as the
increased costs of labor when all drivers serving the Port of Los Angeles become employees and
increased truck maintenance costs) balanced by reduced costs in other of the factots conttibuting to
drayage costs (including efficiencies predicted in dispatching through the management of the
drayage process that is expected to be provided by LMCs and increased fuel efficiency).

In his “Economic Analysis of Proposed Clean Truck Program,” Dz, John Husing found that
dtayage rates could increase by as much as 80 percent at the Ports of Los Angeles and Long Beach.
He also found that there are between 800 and 1,200 LMCs currently sexrving the port — but that 85
percent or more of the actual drivers are owner-operators,
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In a report dated September 27, 2007, prepared for the Ports of Los Angeles and Long
Beach by Moffat & Nichol and BST Associates, the authors examined the Husing report and found
that some of the drayage cost incteases Husing identified wete likely due to the implementation of
the Transportation Workers Identification Credential (TWIC) and that if these increases were
excluded, “the increase in trucking costs relative to frusking costs at other ports is actually closet to 40
percent.” They attributed much of this increase to increases in labor costs that will be created when
drivets become employees of LMCs. The authors of this report suggest that no more than 193,000
TEUs will actually be diverted from the Ports of Los Angeles and Long Beach due to the Clean
Trucks Programs.

A February 2008 repott by Jon Haveman and Christopher Thornberg with Beacon
Economics entitled “Clean Trucks Program: An Economic Policy Analysis” projects the likely
increase in drayage costs at the Potts of Los Angeles and Long Beach will be between 20 percent
and 25 percent. Haveman and Thornbetg also found that trucks 10 years old or oldet provide more
than half of the truck miles of drayage setvice at the ports, They also argue strongly that
consolidating drayage sexvices through LMCs that hold concessions will improve the efficiency of
trucking operations through the ports ~ which will contribute some of the savings in the equation
that will yield the final increase in drayage rates.

Intetestingly, in a report made to the Los Angeles Hatbor Boatd of Commissioners on
Match 6, 2008, the Boston Consulting Group suggested that if — as has happened ~ the Ports of Los
Angeles and Long Beach adopted different Clean Truck programs, “there is a tisk that volume of
containers and supply of truckers could divert from Los Angeles to Long Beach” [sic.).

Federal Maritime Commission’s Role in Reviewing the Clean Truck Programs

The Federal Maritime Commission (FMC) is an independent regulatory agency responsible
for enforcing U.S. shipping laws. The FMC reviews agreements made by posts, liner services, and
other maritime entities — many of which enjoy some immunity from anti-trust provisions — to assess
their compliance with U.S. law, including whethet they may result in an uniteasonable increase in
transportation costs or a decrease in transpottation services. Under the Shipping Act of 1984,

- agreements filed with the FMC aze allowed to go into effect unless challenged by the FMC in court.
Once agreements filed with the FMC take effect however, any patty affected by them can file a
challenge with the FMC — which can then initiate an investigation of the agreement that has been
challenged.

Section 40301 of Title 46, United States Code, requires that all agreements between ot
among matine terminal operators be filed with the FMC if they are intended to “discuss, fix, or
regulate rates or other conditions of sexvice” ot if they are created to “engage in exclusive,
preferential, or cooperative working atrangements, to the extent the agreement involves ocean
transportation in the foreign commerce of the United States.” Additionally, Title 46 forbids certain
conduct by marine terminal operators. For example, section 41106 states that matine terminal
operators may not “give any undue or unteasonable preference or advantage ot impose any undue
or unreasonable prejudice or disadvantage with respect to any person” and may not “unteasonably
refuse to deal or negotiate,”
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On June 13, 2008, the FMC announced that it had concluded its review of the Los
Angeles/Long Beach Port/Terminal Opetator Administration and Implementation Agreement
(ATA). In its announcement, the FMC noted that the AIA under review did not provide sufficient
detail regarding how the Clean Tirucks Program will be administered. As a result, the FMC
determined “that there was no basis at this time to determine that the AIA is likely to resultin an
unreasonable increase in transpottation costs or decrease in transpostation services,” The FMC
instructed that the parties to the AIA “need to immediately file with the Commission all substantive
aspects of the Clean Truck Programs” so that a determination of the programs’ impacts on costs
and service levels could be made. Even if the FMC allows the AIA to go into implementation, the
Commission may investigate the actions of the marine terminal operators at the Ports of Los
Angeles and Long Beach and penalize them if violations of Sections 40301 or 41106 of Title 46 ate
found,

Lavwsuit Challenging Clean Truck Programs

On July 28, 2008, the American Trucking Associations (ATA) filed a complaint for
declaratory judgment and injunctive relief in the U.S. District Coutt for the Central District of
California against the Board of Hatbor Commissioners of the City of Los Angeles, the Board of
Harbor Commissioners of the City of Long Beach, the cities of Los Angeles and Long Beach, and
the Harbor Department of the City of Long Beach. The ATA alleges that the concession plans
approved by the Ports of Los Angeles and Long Beach would “unlawfully re-regulate the federally-
deregulated trucking industty and, effective October 1, 2008 bar more than one thousand licensed
motor carrers from continuing to enter and setvice routes in interstate commerce directly to and
from the ports of San Pedro Bay.”

The suit alleges that the Potts of Los Angeles and Long Beach have violated the Federal
Aviation Administration Authorization Act, P.L. 103-305, which states that a “State, political
subdivision of a State, or political authority of 2 or more States may not enact or enforce a law,
regulation, ot other provision having the force and effect of law related to a price, route, ot service
of any motor carrier.” The suit further alleges that the concession plans impose unreasonable
burdens on interstate commetce under the Commerce Clause of the U.S, Constitution and 49 U.S.C.
§14504a.

 Importantly, the ATA lawsuit challenges only the concessions pottion of the Clean Truck
programs. The suit does not challenge the schedule for banning older trucks from the potts.

Reducing Emissions from Ships

In 2006, the Port of Long Beach initiated its Vessel Speed Reduction Program, which
offered vessels a 15 percent reduction in their dockage fees if they slow their speed to 12 knots ot
less within 20 miles of the port.

On July 1, 2008, the ports announced that they were initiating another incentive plan
intended to reduce emissions from ships transiting the California coast line near the Ports of Los
Angeles and Long Beach, Under this plan, the ports have offered to pay ships that switch to low-
sulfur fuel within 40 nautical miles of the ports the difference in cost between this fuel and regular

10



xvii

bunker fuel, which is typically high in sulfur. On July 10, 2008, the ports announced that 13
shipping lines had enrolled their ships in this program.

Regulations promulgated by the CARB took effect in 2007 requiting that ships sailing within
24 miles of the California coast use fuel in their auxiliaty engines (which are used to generate the
electricity that powers systems on board vessels) containing less than 1,000 parts pet million of
sulfut. These regulations wete witten specifically to limit polluting air emissions, In February 2008,
the U.S. Court of Appeals for the Ninth Circuit ruled that California could not issue such regulations
without first receiving a waiver from the Hnvironmental Protection Agency from current federal
law.

In July 2008, CARB apptoved a new regulation requiring that ships use lowet sulfur fuel in
both their auxiliary and main engines within 24 miles of the California coast line. The regulations
phase in reductions in allowable sulfur content between 2009 and 2012, when fuel with no more
than 1,000 parts per million of sulfur will be allowed to be used. This regulation has been written to
specify allowable fuels ~ rather than to limit emissions, The CARB estimates that enactment of this
regulation would reduce the emissions from ships of particulate matter by 15 tons per day

Internationally, ait emissions from ships are govetned by the International Convention for
the Prevention of Pollution from Ships (MARPOL), Annex V1. This Annex limits the sulfiur
content of fuel to 4.5 percent, limits nitrogen oxide emissions from new engines, and prohibits the
intentional release of ozone depleting emissions. The Maritime Poljution Prevention Ast, FLR. 802,
which brings U.S. laws into compliance with the provisions of Annex VI, passed the Senate on June
26, 2008 and passed the House of Representatives on July 8, 2008. The measute was signed by the
President on July 21, 2008, becoming Public Law 110-280.

PrEVIOUS COMMITTEE ACTION
The Subcommittee on Coast Guard and Maritime Transportation previously held heatings
on April 15, 2008, and on June 19, 2008, to examine the Federal Maritime Commission’s proposed

fiscal year 2009 budget as well as the administration of the Commission and its conduct of the
regulatory business before it.
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HEARING ON PORT DEVELOPMENT AND THE
ENVIRONMENT AT THE PORTS OF LOS AN-
GELES AND LONG BEACH

Monday, August 4, 2008

HOUSE OF REPRESENTATIVES
COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE
SUBCOMMITTEE ON COAST GUARD AND MARITIME
TRANSPORTATION
Long Beach, CA.

The Subcommittee met, pursuant to call, at 3:00 p.m., in Port of
Long Beach Administration Building, 64 Board Room, 925 Harbor
Plaza, Long Beach, California, Hon. Elijah Cummings [Chairman of
the Subcommittee] presiding.

Present: Representative Cummings and Richardson.

Also Present: Representatives Solis, Napolitano, Filner and Rohr-
abacher.

Ms. RICHARDSON. The Subcommittee will come to order. The
Chairman of the Subcommittee, Congressman Elijah Cummings, is
on his way from San Francisco, where he just commissioned the
Coast Guard’s newest cutter, the Bertholf. Unfortunately, his plane
has been delayed but he is en route. We anticipate his arrival
shortly, but he asked us to begin the hearing, and therefore I will
convene the hearing at this time.

I ask unanimous consent for his entire statement to be submitted
for the record, and without objection, it is so ordered.

I ask unanimous consent that Congressman Bob Filner and Con-
gresswoman Grace Napolitano, Members of the Committee of
Transportation and Infrastructure, may sit on the Subcommittee of
the Coast Guard and Maritime Transportation and participate in
this hearing.

Without objection, it is so ordered.

Also, I ask unanimous consent that Congresswoman Hilda Solis
and Congressman Dana Rohrabacher may sit with the Sub-
committee today and participate in this hearing.

Without objection, it is so ordered.

Ladies and gentlemen, first of all, let me say thank you for all
of you being here today. It is quite an exciting time for us all to
be here, to talk about, I think, one of the most important subjects
that is facing this particular region today.

You might hear us give some very formal things. This is an offi-
cial congressional hearing, and therefore, we have to abide by the
rules and regulations, without any exceptions, and we ask for your
due diligence in that matter.

o))
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I am going to begin with my opening statement as the Chair.
However, I am waiting for a document of individuals that I would
like to introduce, who are here present, and to acknowledge them
appropriately.

First of all, let me say thank you to Congresswoman Hilda Solis,
Congressman Dana Rohrabacher, Congress Bob Filner, Congress-
woman Grace Napolitano, for being here and participating in this
hearing today on the port development and the environment at the
ports of Los Angeles and Long Beach.

Sitting here today, surrounded by the United States’ largest port
complex, including both the Port of Los Angeles, we are provided
with a unique insight on the daily operational challenges associ-
ated with providing goods in a quick and efficient manner to Amer-
ica and abroad.

The ports’ impact on the local, regional and national economies
is extensive, to say the least. As you will hear in the testimonies
today, these two ports move 45 percent—let me repeat that again—
45 percent of the entire Nation’s cargo moves through these two
ports, with an overall value, from year to year, at a staggering
number of $250 billion.

As a former member of the City Council and State Assembly for
the last six years, it became blatantly obvious that the infrastruc-
ture that supports this amazing strong economy is aging, it is defi-
cient, and it is unable to meet the current demands of projected
growth.

In light of these facts, both the local organizations, the two ports
that we have here, who will testify today, on the state level, State
Senator Lowenthal, and now several federal proposals that are
being considered, it became incumbent upon me, as a Member of
the Transportation Committee, to make sure that we held this
hearing today.

As a Member of that Committee, it is important for us to ensure
that any discussions of fees that would be collected, we need to,
number one, validate the need for the fee, and I think that is going
to be very clear today.

We have to understand the implication of who pays for that fee,
where the fees should be expended, and then I think, most impor-
tantly, we need to make sure that there are mechanisms in place,
that we continue to have the public’s trust. That where we say fees
will be collected and how they will be used, we have to ensure that
those proper mechanisms are there, so that we can maintain that
trust.

It is of great concern to this Committee that container fees could
be applied on the local, state and federal level, with no coordination
and negatively impacting the goods movement industry and the af-
fordability of products.

It would not make sense, and I think most would agree, to have
three different proposals. So we applaud what the port has already
done. We also understand that the governor is looking very seri-
ously at the state senate bill, and then you have, as I said earlier,
federal proposals as well.

So it would be our hope, as Members of this Committee, to make
sure we are all working in conjunction and not causing these nega-
tive impacts. Given the rising prices for fuel and the dwindling



3

amount of revenue coming in from the federal gas tax, all levels of
Government, including Congress, must examine new and creative
ways of raising required capital to expand America’s bridges, road-
ways, rail, while improving transportation efficiency and capacity.

As Congress, we are the true keepers of the interstate commerce.
It is our responsibility to evaluate new solutions in this 110th Con-
gress and beyond.

I applaud Chairmen Cummings and Oberstar for allowing us to
come directly into the community where we are really being im-
pacted, to get the input, and to make sure that the correct deci-
sions are made.

With that, I would like to, before I yield to my colleagues, ac-
knowledge a few of the Members who are here, that rightly deserve
introduction.

For the city of Long Beach, we have four of the harbor commis-
sioners who are here present. Our president of the Harbor Commis-
sion. Please welcome Mr. Jim Hankla.

Next we have a dear friend, Mr. Mike Walter, who is also a pro-
fessor at Cal State Long Beach. Welcome, Mr. Walter.

Next we have our former president, who really I think many
would say was an integral part of birthing what we call today the
Green Port, here, in Long Beach. Please welcome, also attorney,
Mr. Mario Cordero.

And finally, our newest Member of the team who is here, one of
our harbor commissioners. Why this gentleman is so critical is that
he lives on the west side, directly where a lot of this activity and
cargo goes. He is the neighborhood’s conscience. Please welcome
Mr. Nick Sramek.

For the Port of Los Angeles, we have one of our commissioners
who is here. I have known him for quite a few years. I also con-
sider him a dear friend and an advocate, not only on behalf of the
port, but also on the working people who move the cargo. He is a
member of ILWU but today, he is in the capacity of an LA commis-
sioner. Please welcome Joe Radisich.

And finally, although we have many organizations, and we ap-
preciate all of you being here, I have one other elected official who
I would like to acknowledge we have with us today. She is our
Long Beach vice mayor, here, in the city of Long Beach, but she
is also our nominee for the California state legislature, and I am
sure many of the things that she will hear today, she will incor-
porate as she moves forward as well.

Please welcome Ms. Bonnie Lowenthal.

With that, just a few little housekeeping. Because this is an offi-
cial hearing, we will not be able to accept testimony from the audi-
ence. However, you should all have in your package a piece of
paper where you can submit your questions, or your comments.
That will be submitted into the record and we will make sure that
it will be dealt with appropriately.

With that, I would like to yield to the gentleman on my left, Mr.
Dana Rohrabacher.
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STATEMENT OF THE HON. DANA ROHRABACHER, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF CALI-
FORNIA

Mr. ROHRABACHER. Well, first of all, I would like to congratulate
Laura on just a terrific job of getting us here and making sure that
this official hearing took place. Laura has only been in Congress
for a short period of time but her influence has been felt, and I can
tell you that we have established a terrific working relationship, a
bipartisan relationship that will be put to good use for the people
of this area, and for the United States of America.

So thank you very much for the hard work that you have put in,
which this represents.

As to the subject today, all of us on this panel have an interest
in making sure that we have the policies in place that will be best
for our country in terms of international trade and what goes on
in our ports.

A container fee, which is what we are focusing on today, will pro-
vide the needed resources to clear truck-related traffic congestion
off of our freeways, to save fuel that is totally wasted, which comes
directly from that overcongested freeway traffic, and let us note
that to pay for a new system that will get rid of the trucks, and
a new system that actually ends the wastefulness of fuel that the
trucks waste, as well as the pollution that goes into the air—that
new system is not just some kind of a dream.

We know now, as Laura said, that there are 45 percent of the
containers that come into the United States come in through these
ports, and a large percentage of those containers go directly on our
road system, and that means the congestion, that means the waste
of fuel in that congestion, and the health-related cost to the people
who live there.

That can be fixed. This is not, as I say, an impossible dream. But
we need the resources, and the resources are available through
what? Through a container fee which is basically a user fee. We are
asking those manufacturers, either Americans or foreign manufac-
turers, the Americans, many American capitalists have gone over-
seas, closed up their companies here and gone overseas to set up
a production unit,while it is only fair for those people overseas and
manufacturers overseas, that they pay all of the expenses related
to manufacturing their product and transporting their product.

What we have had now is a subsidy by the taxpayers of those
people who are manufacturing overseas, by providing them these
great facilities and the roads. And the worst subsidy of all is a
health subsidy by the people who live in the inland areas where
these trucks are going through and spitting out this pollution.

It is possible to build a system that will be clean and take the
congestion off of our roads, and will pay for itself, based on this
user fee, container fee concept, and I am looking forward to work-
ing with my colleagues here today in making sure that we move
forward and get this job done.

We can do it, and we will do it, and this is the first great public
step, and I salute you, Laura, for being the mastermind behind it,
and I pledge myself to be working with you, and remember, the full
cost of change and making it better—we are not going to have to
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raise taxes, we just charge those people who are using the system.
That is fair to us and it is really fair to them as well.

So thank you very much. I am looking forward to the testimony.

Ms. RiICHARDSON. Thank you, Mr. Rohrabacher.

I was remiss in not properly recognizing you. He has been a
Member of Congress for 18 years, a Member of the Oversight,
International Relations and Science Committee, a special assistant
to Reagan, and oh, by the way, attended Cal State Long Beach.
Thank you, Mr. Rohrabacher.

Next, I would like to introduce—in Congress a lot is by order and
seniority and all of that. So next in line for me to introduce is Rep-
resentative Bob Filner.

Mr. Filner came to Congress in 1992. He represents an area
down in San Diego. He has been in Congress for 16 years, started
off in local government, a doctor himself, was a professor, Chair of
the Veterans Affairs, and most importantly today, a Member of the
T&I Committee.

Mr. Filner.

STATEMENT OF THE HON. BOB FILNER, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF CALIFORNIA

Mr. FIiLNER. Thank you, Congresswoman Richardson, and thank
you for bringing us all together. Ms. Richardson has only been with
us, one of our newest Members, having come in a special election.
But we have learned already, you don’t say no to Laura Richard-
son. When she says be here—I said, well, I don’t know about my
schedule, so she gave me a plane schedule to get me here. So she
takes charge.

I am not supposed to do this as someone who is representing the
Port of San Diego, but I want to say we admire what you are doing
here. In fact, we want some of the business!

We are very impressed with the San Pedro ports plan, and want
to learn what you are doing, what you have done, of course, at a
timedlwhen the Federal Government Trust Funds are diminishing
rapidly.

In Washington, we even hear there are some problems with the
budget in Sacramento, and what you decided to do is take things
into your own hands, from a local point of view, and solve your
local problems. As Rohrabacher and I never agree on anything, but
I see a user’s fee is one thing that we can agree on.

So thank you for educating all of us, but helping us become lead-
ers for ports all over the country.

You know, when Mr. Cummings gets here, he represents the Bal-
timore port. I represent the San Diego port. You have got some in-
land people who are part of the inland port concept, and of course
Mr. Rohrabacher represents Long Beach also.

So we are here to learn and we are here to extend this to a wider
area. Thank you, Congresswoman Richardson.

Ms. RICHARDSON. Thank you, Mr. Filner.

Next, we have Representative Grace Napolitano. Ms. Napolitano
came to Congress in 1998. She represents the Los Angeles Norwalk
area, and really is one of my mentors on the Transportation Com-
mittee. Well-known in the state legislature for her leadership re-
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garding international trade, she is a Member of the Transportation
and Infrastructure Committee as well as Natural Resources.

Please welcome—and I would be remiss, I would like to acknowl-
edge her grandson is in the audience, Nick, who came to learn a
little bit about what grandma and her buddies do.

Thank you. Please welcome Ms. Napolitano.

STATEMENT OF THE HON. GRACE NAPOLITANO, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF CALI-
FORNIA

Ms. NAPOLITANO. Thank you, Laura. It is really a pleasure. I am
from the Norwalk area, and have been in local government for a
long time. I know the area. I have been in this area for almost 48
years. I understand some of the issues that have happened, and I
was one of the original assembly members on the Alameda Cor-
ridor when we were holding hearings to set it up, and we had
hoped by now there would have been a lot more of the improve-
ment that we expected to take the trucks off the freeway, but com-
ing down 710, that has not happened.

As we look at what has happened, the growth of the ports, the
importance of the economy to the State of California, and the rest
of the Nation—and believe me, folks, in Washington, they are be-
ginning to get the idea that if they want on-time delivery for the
product, they are going to help us do something about some of the
issues of transportation.

That is something that is long-fought for, and currently, they un-
derstand that if we “get our act together,” and are able to provide
on-time delivery, they win. Their businesses win.

It is not only economy but at whose cost, and cause I come from
Norwalk and I go all the way to Pomona. Well, Alameda Corridor
is doing well but Alameda Corridor East is not doing so well. The
infrastructure is still in need of repair. The social and economic im-
pact, the environmental impact is such, that out of the 54 grade
separations from East Los Angeles to Pomona, only twenty are
scheduled to be separated, which means that the other 34 are going
to have an economic, environmental and safety impact on my whole
district, cause it is a long snake from East LA to Pomona.

And unfortunately, we want to ensure that as we are talking
about container fees, as we are talking about being able to help the
area, they don’t forget those that are in the middle and take the
brunt of a lot of that transportation going through our areas.

We support much of what is being touted. We want to ensure
that Bob Filner doesn’t end up with a lot of the port traffic out in
the San Diego area. We want to keep it where it is, but we want
to ensure not only that you have the best methodology, the infra-
structure, the technology. And at whose cost? We want to ensure
it is not the taxpayer again, paying for that. You need it, we want
to help make sure that we work collaboratively, with the county,
state and other officials, so that we can get this done.

Right now, about 160 trains go through my district. That’s ex-
pected to double by 2020. That is one train in my district every 10
minutes. Guys, I don’t think you would want to live anywhere near
where you don’t have much access to be able to cross some of those
streets.
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What we want to ensure is that we consider everything, that peo-
ple are allowed on the table, and that those that are benefiting, as
was pointed out before, are at the table putting in their fair share.

We don’t want to lose them to any other country, to any other
state, to anybody else, but we certainly want to ensure that we pro-
tect those that we represent, including the families of most of you
who live in the district.

So with that, Laura, thank you very much. I do sit on Transpor-
tation, three Subcommittees, Highway, Rail, and Water. So you
know I have a great interest in this. Thank you, ma’am.

Ms. RICHARDSON. Thank you, Ms. Napolitano.

Next we have to introduce Congresswoman Hilda Solis. Con-
gresswoman Solis came to the Congress in 2000. She represents
the Los Angeles area and has been with us for eight years. She
also had a local government background. She, in addition to local
government, served in the state assembly from 1992 to 1994, and
then quickly moved no to the California state senate before she
came here to Congress.

She serves on the Energy and Commerce Committee, Natural
Resources, has had a long history of commitment to our environ-
ment, women, health, and immigration.

Cal State Poly Pomona, and is also a USC graduate. A part of
the Carter administration.

Please welcome Congresswoman Hilda Solis.

STATEMENT OF THE HON. HILDA SOLIS, A REPRESENTATIVE
IN CONGRESS FROM THE STATE OF CALIFORNIA

Ms. Sowris. Thank you, Madam Chair, and to my colleagues for
inviting me, and also a special thanks to, of course, the Port of
Long Beach for hosting this very important meeting.

It is exciting to be here because this is a issue that we know is
not going to go away, and I know we are going to be uniquely in-
volved because transportation, passing cargo along from one city to
another, and to its final destination impacts all of us.

But I think it is very important to underscore what the title of
this special hearing is, and it is on the port development and the
environment at the Ports of Los Angeles and Long Beach.

And I am particularly concerned about marine vessels and loco-
motives since we know that they are the largest unregulated source
emitting more nitrogen oxides than all of the refineries, all of the
power plants, and 350 other largest stationary sources in the South
Coast Basin alone. Many of the communities on the frontlines of
the pollution are environmental justice communities, ones that we
find here. 92 percent of the people living within a three mile radius
of facilities that are cited for violations in LA County, are typically
minority communities, and 51 percent of those live under the pov-
erty level.

The California Air Resources Board estimates that each year,
there are about 5,400 premature deaths, 2,400 hospitalizations,
140,000 cases of asthma, and 980,000 lost days of work produc-
tivity.

Environmental conditions significantly impact the quality of our
lives and the health of our workers and families who live near rail
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yards and face an increased cancer risk from increased diesel emis-
sions from expanding goods movement.

A recent study also indicates that residents in commerce near
four rail yards are 70 percent to 140 percent more likely to contract
cancer from diesel soot than people in other parts of Los Angeles.
While ports and rail yards negatively impact the health of our local
communities, they also play a large and growing role in our econ-
omy as we know.

The Ports of LA and Long Beach are about the fifth largest in
the world and the Nation’s busiest. 43 percent of those goods com-
ing into the U.S., they enter through these two ports. The amount
of cargo handled by the ports is expected to triple in the next 15
years, and the value of those goods traveling through these ports
will increase by more than $400 billion in the next 15 years.

Together we must ensure that our economy grows and that our
public health care improves for those workers that are here. I am
pleased that this need has been recognized, and that together and
separately, the ports are taking steps to mitigate these concerns.

The container fee is a unique approach that will generate needed
funds to improve infrastructure as was mentioned by my colleague,
Grace Napolitano, regarding theAlameda Corridor. 70 miles of
mainline railroad travel through the San Gabriel Valley. The train
traffic through the corridor is expected to increase by 160 percent
in the year 2020, and without continued infrastructure improve-
ment, delays in the rail and highway crossings will increase by as
much as 300 percent.

I am interested in hearing today from our witnesses about the
fee and how it will function, particularly ensuring that there is eq-
uitable distribution with all the stakeholders, and I am hopeful
that today we can discuss the impact of air quality on our commu-
nities.

And I am also pleased that the ports have taken steps to improve
air quality as well. That is why I have authored H.R. 2548, the Ma-
rine Vessel Act. It has been supported by both the Port of Long
Beach and Los Angeles.

I am eager to hear more about the Clean Trucks Program, and
also want to commend those individuals, the stakeholders that are
involved in all of that.

I also want to commend the longshoremen and the dock workers,
and also the Teamsters, for coming together. But more importantly,
the International Longshoremen and Warehouse Union, and Pacific
Maritime Association, that came to an agreement on a very impor-
tant element in this overall plan.

So I want to commend you, I want to thank, again, the Chair-
woman, and I see our Chairman here—welcome—and again just
want to commend this body for having this hearing and hope to
partake in other future hearings. Thank you.

Ms. RICHARDSON. Thank you, Congresswoman Solis.

The last part I am going to do here is to introduce a few other
guests and then turn it over to our great Chairman, who I am real-
ly excited to see has made it, and is going to lead us in this hear-
ing.

First of all, I would like to acknowledge, we didn’t have his name
before and I apologize, the man who represents what he calls “the
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donut hole.” He says don’t forget what is happening in Signal Hill
where a lot of our oil is coming from.

Please welcome from the Signal Hill City Council, Mr. Larry
Forrester.

Another champion of our environment, a lady I had an oppor-
tunity to serve with on the City Council. If you talk about the envi-
ronment, I already introduced Ms. Lowenthal, but second to none
would clearly be Ms. Rae Gabelich who represents the Long Beach
City Council. She has been truly an advocate of our environment.
Thank you for being here.

Next I would like to introduce Mr. Steven John with the Envi-
ronmental Protection Agency. Have you arrived? Yes; he is. So we
do have the EPA who is here listening and willing to help as well.

And then finally, I would like to acknowledge Dr. Felton Wil-
liams with the Long Beach Unified School District. They have been
involved with what is happening in our environment and how it
impacts cargo. Thank you, Dr. Williams.

With that, I am going to turn it over to our able Chairman. I
have got to tell you that coming into Congress nine short months
ago, one of the key things of moving up the learning curve is get-
ting some good mentors who take you under their wing, who have
an expertise of the knowledge, and who are willing to see this
country move forward.

Chairman Cummings is the Chairman of the Coast Guard and
Maritime Committee, the Subcommittee. He represents the Balti-
more area, so he also covers a port as well, so he is very well-
versed on these issues.

And I just want to say on behalf of all of us here, thank you for
bringing this hearing to us.

Mr. CUMMINGS. [Presiding.] Thank you very much. Thank you,
Congresswoman Richardson, and good evening, good afternoon, I
guess, to all of you.

Today we convene the Subcommittee on the Coast Guard and
Maritime Transportation to consider the efforts of the Ports of Los
Angeles and Long Beach to generate the financing needed to ex-
pand their infrastructure to meet the increasing demands of global
trade, while working to reduce the release of polluting air emis-
sions that result from all aspects of the ports’ operations.

The need to provide infrastructure adequate to accommodate
transportation demands, while protecting our environment by re-
ducing air emissions, are concerns of almost every facet of trans-
portation policy in this Nation today, including maritime and
freight transportation.

Because the Ports of Los Angeles and Long Beach together com-
prise the largest port complex in the United States, as well as the
largest single source of pollution in California’s South Coast Air
Quality Management District, their efforts to respond to these two
critical challenges are of great interest to the Subcommittee as well
as to ports throughout the entire Nation.

And I emphasize that this is definitely going to be and becoming
a national issue.

I thank Congresswoman Laura Richardson, who requested this
hearing, to give the Subcommittee the opportunity to see these
issues firsthand. I also commend her for her steadfast leadership
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on the Subcommittee on issues relating to freight transportation
and for the dedication with which she represents the interests of
her constituents.

I also thank all of our colleagues for being here today. I know
somebody must have said it. This is basically the first day of our
little break, and they find themselves sitting in a hearing room,
which they, I guess, were anxious to get away from, but they need-
ed to be here, so I am glad they are here, and I thank you all very
much for being here.

In an effort to generate additional capital to finance needed in-
frastructure, the Ports of Los Angeles and Long Beach will begin
assessing an infrastructure cargo fee in 2009, that will be expended
on infrastructure improvement projects intended to ease congestion
around the ports.

The fees are expected to be $15 in 2009, but will fluctuate, de-
pending on the resource needs of the projects to which the funding
will be directed. Additionally, the State of California is considering
legislation that would impose a fee of up to $30 per container pass-
ing through the Ports of Los Angeles, Long Beach and Oakland.

Half of this funding would be directed to infrastructure projects
that contribute to congestion relief, while the other half would fund
projects to mitigate air pollution.

The need to generate income to pay for port development has
been a challenge for decades. In 1986, for example, Congress estab-
lished the Harbor Maintenance Tax, which I note was assessed on
an ad valorem basis to pay for dredging projects, but the applica-
tion of this tax to U.S. exports was eventually declared unconstitu-
tional under the Constitution’s Export Clause.

This ruling, and rulings in related cases considering taxes and
fees, are important touchstones as we consider container fees and
other revenue generation mechanisms.

We look forward to examining this very complex issue in more
detail today.

In an effort to take decisive action to reduce emissions from port-
related activities, the State of California, the Ports of Los Angeles
and Long Beach, and other partners, have adopted the ambitious
San Pedro Bay Ports Clean Air Action Plan.

This plan is intended to reduce polluting emissions from all fac-
ets of port operations, including from vessels calling on the ports,
trucks providing drayage services at the ports, and freight railroad
and cargo handling equipment operating at the ports.

The part of the plan that has probably received the most atten-
tion is the Clean Trucks Program. Both the Port of Los Angeles
and the Port of Long Beach have adopted a Clean Trucks Program
and the programs have many similarities.

Both ports intend to assess a $35 fee on 20-foot equivalency unit
containers, which will then be utilized to support the replacement
of virtually the entire fleet of trucks currently serving the ports,
with new clean trucks meeting current emission standards.

Both ports will allow only licensed motor carriers that enter into
concession agreements with the ports to provide drayage services
at the ports.

However, the Port of Los Angeles will phase in a requirement,
over time, that will allow only individuals who are employees of the
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licensed motor carrier concessionaires to serve that port, while the
Port of Long Beach will allow licensed motor carrier conces-
sionaires to dispatch individuals who are either employees of the
carrier or owner-operators.

We look forward to the testimony of Mr. Richard Steinke, and
the executive director of the Port of Long Beach, and Dr. Geraldine
Knatz, the executive director of the Port of Los Angeles, regarding
the efforts of both ports to meet their infrastructure needs and to
combat air emissions.

We also look forward to discussing with them the container fee
programs that have been adopted at the Ports of Los Angeles and
Long Beach as well as the ports’ decisions to adopt different models
for their Clean Truck Programs.

The witnesses who will appear on our second panel represent
critical stakeholder groups affected by the ports’ development and
financing plans, including the International Brotherhood of Team-
sters, the Natural Resources Defense Council, and the members of
FuturePorts.

We invited a number of other stakeholder groups to join us
today, but they were unable to join due to scheduling and other
conflicts.

Many of these groups have submitted statements that will, with-
out objection, be included in the hearing record, and we invite them
to submit statements within the next seven days.

Finally, I want to thank all of our witnesses for being here, and
I want to thank all of you for taking up the time to be a part of
Government. This is how Government works and I am glad that
you have taken the time to be with us today.

We will first hear from Mayor Ronald Loveridge, the mayor of
the city of Riverside.

Mayor, welcome.

STATEMENT OF THE HONORABLE RONALD LOVERIDGE,
MAYOR, CITY OF RIVERSIDE, CALIFORNIA

Mayor LOVERIDGE. Chairman Cummings, Members of the Cali-
fornia delegation, thank you for holding this hearing in Southern
California. Kudos also to what was, I thought, an excellent sum-
mary by the staff of the subject matter today.

Ron Loveridge, mayor of the city of Riverside. I also serve on the
South Coast Air Quality Management District Board and the Cali-
fornia Air Resources Board, SCAG Regional Council, and I am the
second vice president of the National League of Cities.

I tried to decide who I am speaking for today, and I’'m not speak-
ing for Los Angeles or Long Beach. I'm not speaking for SCAG, I'm
not speaking for the air districts, nor the National League. I am
speaking as mayor of the city of Riverside.

We are a city of 300,000 people. We are in the inland area, which
Grace Napolitano knows. Some 4 million in population. We would
be the 24th largest state if the Inland Empire was a separate state.

What I would like to do today is not read my statement. You
have my formal statement. What I would like to do is make a se-
ries of sort of observations off the statement, which is before you.

First, goods movement in Southern California is really a national
trade corridor. We are talking about more than the two ports and
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their immediate infrastructure We are talking about going beyond
the 710 freeway. And as a I read the staff statement, the staff sum-
mary, I did think it effectively identified the impacts, the regional
impacts of goods movement.

One example I often use from Riverside, as an archetype new
economy business, we have a Magnuson Furniture Company dis-
tribution center. They are headquartered in a small city outside of
Toronto. They market out of High Point, North Carolina. Goods are
manufactured in China. They come through the ports. They come
to Riverside. There is one distribution center for all of North Amer-
ica, an example, it seems to me, of the global marketplace that we
live in.

I am also a professor at the University of California at Riverside,
and have done a little teaching on this business of goods move-
ment, and what strikes me as you read about other countries is
how carefully other countries invest in their global trade corridors.
It is seen as a national mission.

When we talk about the two ports in Southern California, we are
really talking about them as Southern California ports, we have
identified how much comes into the United States and how that is
expected to grow.

What I would like to just briefly focus on is on rail freight. I
could talk about trucks and the impact they have on the two major
freeways through the inland area, the 60 and the 10, but let me
talk about freight.

And Riverside is about 60 miles from this place. So we are not
talking about a short distance, we are talking about some 60 miles
away.

Our city is really trisected by both the Union Pacific and the
Burlington Northern-Santa Fe. We have 128 trains that daily go
through Riverside. We have some 26 priority at-grade crossings.
The crossing gates may be down for an average of three hours per
day, and as long, some, as six hours per day at our 26 grade sepa-
rations.

I got a call last week from a fellow that said he stopped and the
gates were down, and one train went by. The gate remained down
and another train went by. The gate remained down for a third
time and another train went by.

He said for a half hour he was sitting at that intersection wait-
ing to go through.

Beyond this question of mobility and the inconvenience, there
clearly are important impacts on public safety, I mean fire and po-
lice and ambulance, vehicular traffic, air quality and economic de-
velopment.

We have done a very careful tally of delays at these grade sepa-
rations, and our estimate for 2007, there were 769 times there
were delays. This is delays for fire, police and ambulance. 769
times, for as long as some 32 minutes.

The challenge the city faces is grade separations, a cost some-
where between 30- to $50 million. We have got some funding in
Proposition 1-B, the state bonds. There is legislation, which you
may talk about today, that has been introduced by my Congress-
man, Ken Calvert, called the On Time Act, and I strongly applaud
Calvert’s bill as recognizing funding to key trade corridor projects.
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You also had mentioned Senator Lowenthal’s bill which may
shortly be on the desk of the governor.

I was looking at a resolution, which I am sure all of you will re-
ceive, which is offered by the National League of Cities, and I
thought I might just hit the top description.

It says, “Urging the Federal Government to create adequately
funded, comprehensive national surface transportation plan.” This
is not simply the voice of the National League of Cities. It is many
voices, when you read newspapers, when you read reports, when
people look at our country. There is a unified call for a comprehen-
sive effort to deal with national surface transportation.

It is time for the Federal Government to take responsibility and
join the locals and the state, to become partners in the funding for
national trade corridors.

We thank you for your attention, again speaking for the impacts
that these two extraordinary ports have, regional impacts on inland
empire and specifically on the city of Riverside. I would be happy
to answer any questions.

Mr. CUMMINGS. Mr. Mayor, thank you very much for being with
us and I just want to ask you a couple questions, and then each
panel member will have five minutes to ask questions.

Through your work with the National League of Cities, have you
found that there are other cities confronting rail and grade mobility
issues, similar to the ones that Riverside is confronting? And what
do you believe needs to be done to enhance our Nation’s goods
movement network, particularly around major port areas?

Mayor LOVERIDGE. I think the concept has to go beyond ports,
that we have to see this as a corridor. The last time I think we
really looked at the kind of national network pattern, in terms of
trade, was when Eisenhower did it in 1958, and it seems to me
that is really the call that is before Congress and before your own
work.

You hear it again and again from major cities, the kind of clash
that exists between this increased rail traffic and mobility, and I
read just one part of the resolution, but this is going to be a pri-
mary call of the National League, to try to call for a comprehensive
transportation look.

Mr. CUMMINGS. Riverside has 26 at-grade crossings that need to
be reconfigured. How much are those projects expected to cost, and
have you approached the railroads about potentially contributing to
the costs of those projects?

If so, what has been their response?

Mayor LOVERIDGE. Well, our estimate is that if we were

Mr. CUMMINGS. I could almost guess but——

Mayor LOVERIDGE. If we fund them, we are talking about 800
million to a billion dollars. That is our estimate of the cost, if we
indeed build 26 grade separations. The railroads look at Riverside
and they look at many other cities, and say they simply can’t do
it. They contribute a little bit at the edges, but the bulk of the
money now is—we are looking at the state, we are looking at our
own kind of transportation sales tax, we are looking at city funds,
we are looking at fees we place on developers. We are looking for
any place we can to locate money and we are in the process of
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building one. We have another one out to bid. We have several oth-
ers in design.

But it is not easy to come up with 800 million to a billion dollars.

Mr. CUMMINGS. Mr. Rohrabacher

Mr. ROHRABACHER. Thank you very much, Mr. Chairman. Mayor,
did you say that there are 128 trains a day that come to your city?

Mayor LOVERIDGE. Yes.

Mr. ROHRABACHER. Did you say 128 trains a day?

Mayor LOVERIDGE. That is counting the MetroLink. Yes. 128
trains go through.

Mr. ROHRABACHER. Okay. And you outlined for us the traffic con-
gestion. And you have an air quality problem in your city. Do you
think the fact that these people standing at railroad crossings con-
tributes greatly to your air pollution?

Mayor LOVERIDGE. It certainly contributes to it. And then there
are some places in the inland area where it is, particularly with
railroad yards, where there are very serious health effects. There
is one place particularly, in San Bernardino, our sister city, where
it is quite serious.

Mr. ROHRABACHER. You suggested it would cost 30- to $50 bil-
lion?

Mayor LOVERIDGE. 30 to $50 million per grade separation.

Mr. ROHRABACHER. But did you say the overall cost would be 30-
to $50 billion?

Mayor LOVERIDGE. Cost would be 800 million to 1 billion. 800
million to $1 billion, if we did all 26 grade separations.

Mr. ROHRABACHER. But that is in your city or is that all the way,
the 60 miles to——

Mayor LOVERIDGE. Well, I have seen one estimate as much as $4
billion, the one that Norm King, heading the Traffic Institute at
Cal State-San Bernardino—I'm not sure where he got the number
but his estimate was $4 billion across the region.

Mr. ROHRABACHER. $4 billion. And how many containers? 128
trains. How many containers does that represent coming from this
port to your city every day?

Mayor LOVERIDGE. I'm not sure what the container count is. You
watch them go by. There are many of them.

Mr. ROHRABACHER. So it is in the thousands?

Mayor LOVERIDGE. I would think that is fair.

Mr. ROHRABACHER. All right. Let’s just note that railroads are a
technology that is about maybe 200 years old, the idea of pulling
something on a rail with a heavy diesel engine, or whatever kind
of engine it is, and of course trucks are at least a 100 years old
technology.

There are some other technologies that are options for you. Are
you aware of any of the other, MAGLEV technologies that are
being discussed?

[Applause.]

Mr. ROHRABACHER. Thank you.

Mayor LOVERIDGE. I know there are technologies that are being
discussed, that have been identified from electrifying the railways,
to look into MAGLEV. For Southern California, with our 18 million
people, adding 6 more million people, I think we must have new
transportation forms, or else this whole place is not going to work
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very well. So I'm not sure what they are, that as you recognize,
they are extraordinarily expensive, and to do something different
than we are now doing is not easy.

Mr. ROHRABACHER. But in the meantime, we are stuck with a
congestion rate in your city, which is just the same as what we
have here for members of the panel. The congestion is not only a
waste of fuel, which adds tremendous cost for our society, but has
tremendous health impact for your citizens, and we are stuck with
old technology that is a 200-year-old technology; but a powerful
force in our society. Let’s note: Railroads are a powerful force in
our society.

There is a better way. Thank you very much.

Mr. CuMMINGS. Ms. Richardson.

Ms. RiCHARDSON. Thank you, Mr. Chairman. You know, it is very
important, and I am glad you were able to accept the invitation to
come here today, because oftentimes we think of the cargo activity
that goes through in this complex, we tend to think of it stopping
here on the 710 as you said. So thank you for accepting the invita-
tion.

Mayor Loveridge, a question for you. How would you rate the ef-
fectiveness—there has been discussion of, as we had the Alameda
Corridor, us doing a full Alameda Corridor East. What are your
thoughts on that?

Mayor LOVERIDGE. Exactly what form that should take, both in
governance and funding—but no, I think the Alameda Corridor
should be—we need to see this, again, as a regional effort as op-
posed to simply a local coastal effort. So I know some of that is in-
volved in Lowenthal’s bill, which he talks about the kind of govern-
ance if that passes and the funding that would be involved, in
many ways is like an Alameda Corridor approach.

Ms. RICHARDSON. Okay. We have the Chairman who really
helped shepherd through the original Alameda Corridor, who is
present today, Commissioner Jim Hankla, so I have great respect,
and that was one of, I think the few projects, that we actually com-
pleted on time and under budget.

Mayor Loveridge, you talked a lot about the actual rail activity,
and what I find particularly interesting, and why this hearing was
so important, is I was sitting on a Transportation Subcommittee
hearing when Mr. Calvert, who is from your area, presented his
bill of On Time, and that is what really brought my concern, to be
very frank with all of you here today, because it was at that point
that I saw literally the possibility of potentially three different fees
that could be levied on our cargo activity.

It is interesting, though, I think you have a very good point, that
some of these proposals do not include funding that could be allo-
cated towards rail grade separations, and so on. So if I am hearing
you correctly, you are supportive of the overall idea but you want
to make sure that there is a comprehensive plan that is addressing
everyone’s needs. Would that be correct?

Mayor LOVERIDGE. That is a good summary.

Ms. RICHARDSON. Thank you, sir. I yield back the balance of my
time.

Mr. CuMMINGS. Thank you very much.

Mr. Filner.
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Mr. FILNER. Just two brief comments, Mr. Chairman. One, let me
play shamelessly to the crowd. I have been working on magnetic
levitation trains in San Diego to try to solve our airport problems.
I mean, this is a train, and I have ridden on a couple of them that
reach speeds exceeding 300 miles per hour, and because it runs off
electronic-magnetic forces, there is no pollution. So we ought to be
l(})loking at that, certainly. I was playing shameless to the crowd
there.

Let me also put the cost of this into some relative proportions,
because when we say a billion to solve your problems, or 4 billion
on the corridor, I mean, it sounds like an awful lot of money, which
it is, but, you know, in relative proportions, I mean our budget is
3 trillion as a National Government, and one particular priority,
right now, of our Government, is a war which is costing us a billion
dollars every two days.

Now if we could spend a billion dollars every two years, we have
the money, as a Nation, to solve these and a lot of other infrastruc-
ture problems.

So I would urge you not to think that we are asking for too much
here. It is a question of priorities. This Nation has to focus on these
infrastructure priorities. We have the money. We are the richest
Nation in the history of the world. Much of this is not rocket
science. It is very common sense, and you have shown some of that.
I appreciate your testimony, Mr. Mayor.

Mayor LOVERIDGE. Thank you.

Mr. CuMMINGS. Thank you very much.

Ms. Napolitano.

Ms. NAPOLITANO. Thank you, Mr. Chairman, and Mayor, I am
glad you are here. I am a past mayor, so I am pretty well aware
of some of the factors that you face in your daily carrying out of
your duties.

Unfortunately, in your statement for the railroads, and their
ability to help solve a problem is very minimal. Dismal. I believe
it is 5 percent by Federal Government, an that is 3 percent nor-
mally, and then 2 percent in kind, which turns out to be nothing.
Test we are moving transportation of goods to the benefit, and they
have had several banner years, and I constantly remind them of
that, because I think they need to be better partners in this effort,
to be able to solve the issue of goods movement.

The container fee. Where would you feel would be best put in
being able to upgrade the infrastructure of the railroad, your grade
separations, your rail crossings, better signage? Where would be
the best use for that, if you were able to get some of—because you
are impacted. And while you say you have 125 trains a day, I have
160 in mine.

Mayor LOVERIDGE. You have more than I do. Well, I think the
important answer is that—I mean the word, kind of comprehen-
sive. One, there needs to be a kind of comprehensive look at this
region. You need to obviously establish priorities for projects and
then we need to figure out how to fund them.

I mean, the funding I think if we have a container fee as a way
to do that, funding is here but we need to establish priorities, and
there are different ways that we do that. Can’t do everything at the
same time.
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Besides spending the money in Riverside, it seems to me the ar-
gument needs to be made on a kind of comprehensive regional
planning effort. I mean, there are transportation commissions that
have worked these questions through, and I think we need to be
respectful of their own priorities.

I don’t think the problem is one of, though, comprehensive plan-
ning. The problem really is the availability of funding and then
having a governance structure that works.

Ms. NAPOLITANO. So you want a place at the table?

Mayor LOVERIDGE. Yes.

Ms. NAPOLITANO. Okay. We are looking at the ICE-TEA bill com-
ing up next year, and I have suggested to some of my colleagues
that Southern California basically needs to work together, both
sides, collaboratively, to determine what those priorities ought to
be, because it is important that we start now, and being able to
have people come and put their case before a group of legislators,
to find out where it is going to be best suited to start the
prioritization, and with focus.

Do you have any suggestions on that?

Mayor LOVERIDGE. Well, we have gone through this business of
having a regional transportation plan. I mean, SCAG, Southern
California Association of Governments has done that. But I think
your invitation is really an important one, and which we ought to
respect. We ought to try to figure out what are the particular prior-
ities of Southern California and then come to our own delegation
and say here is our take, what can we do to support you in advanc-
ing that agenda?

One of the problems, at least my own judgment, one of the prob-
lems we have in Southern California is each sort of agency, city,
1e’llrea, has sort of been on its own, and I think we need to some-

ow

Ms. NAPOLITANO. Bring it together.

Mayor LOVERIDGE. —come together, and together, 18 million peo-
ple can be an important force.

Ms. NAPOLITANO. Well, when the state assembly and the senate,
back during the time of Mr. Hankla, I remember the Subcommittee
with Betty Carmack, and myself, and several of the other Mem-
bers, who were working with Juanita Millendar-McDonald—may
she rest in peace—on being able to set the Alameda Corridor, and
it was deemed the best solution, was to trench it. I just wish there
had been a little more foresight in our area, that is on the Alameda
Corridor East, to trench it. Then we wouldn’t have to worry about
pollution, safety issues, environmental and economic impacts.

Is there any suggestions from any of the agencies to look at
trenching, to be able to get

Mayor LOVERIDGE. I think the experience of Placentia, I don’t
think so. I've not seen trenching raised, as far as I know, by any
transportation commission or any city.

Ms. NAPOLITANO. Thank you, sir, for your answers, and Mr.
Chairman, I yield back.

Mr. CuUMMINGS. Thank you very much.

Ms. Solis.

Ms. Soris. Thank you, Mr. Mayor, and I appreciate all the other
hats that you wear, and wanted to touch base a little bit about
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what you didn’t talk about, the environmental justice issues, and
I know that you are a representative on various regional air quality
groups, and wanted to hear a little bit about that, and what you
feel we, as a Federal Government, can do to help provide any direc-
tion or mitigation there as well, because in the end analysis, much
of the cargo and rail traffic maybe begins here, but it doesn’t cer-
tainly end in Riverside.

But certainly there are different impacts, and I know that the
community out here in Long Beach and San Pedro have been as-
saulted, has been under assault because of the soot and diesel
emissions that have very, very devastating impacts, health impacts
that perhaps we are not even factoring in also as a part of this
cost, that we should be looking at. Any thoughts?

Mayor LOVERIDGE. Research now is pretty clear on the health ef-
fects immediately around the ports. Number one. Number two is it
is very clear, when you look at the sources of pollution, air pollu-
tion, a major role that this whole complex does, not simply to the
areas immediately around it but as it pushes further inland, there
is—I am, in some ways, representing the inland area. We argue
that we are a downwind area, and so much of the—you look at the
high measures of particularly ozone, and at particulate matter, you
find it in our areas, and it comes—some of that is coming from pol-
lution at the port, some of it is in the goods movement of trains
and trucks as they move goods and services to the east of us.

There are a number of major important steps this port, both
ports have taken. CARB has taking some important steps, recently.
You can see it in the materials before you. The South Coast is
going to take on, and I think has played a significant role. And one
of the reasons for that I think is—my own judgment—is that we
understand that sort of clean air and good air go in tandem with
fast freight, and we have got to see them as mutual objectives.
They are not separate objectives.

Ms. SoLis. But one of the arguments that is always made when
we talk about the efficiencies of scale, and what it means when you
start to clean up areas that are heavily contaminated, is that there
is a cost, either to jobs or to the industry. What would you have
to say about that?

Mayor LOVERIDGE. Well, South Coast Air Quality Management
District, in my judgment, is the best in the world at what it does.
There used to be some alarm about its economic costs. What are
we? the 10-th largest economy in the world in Southern California.
It is a vital, exciting place. Having clean air, in my judgment, has
helped that rather——

Ms. SoLis. Can we do both?

Mayor LOVERIDGE. Yes.

Ms. SoLis. Can we meet those two objectives? I know that my
colleagues on the Subcommittee have much more knowledge about
the amount of revenue that is brought into the country regarding
the importation of goods, and is perhaps their need to take a closer
look at those products that are brought in, those companies that
are involved in that, and asking them to help pay, and share the
burden, so that we have also people who work in the industry, at
the ports and in the trucking industry, have a fair share, and avail-
ability to have a good living.
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What concerns me, that we haven’t talked about yet, is the im-
pact in the truck program and the differences between Los Angeles
and Long Beach. It is an economic impact, and we need to talk also
about what that is going to mean for those independent truckers,
many of whom are immigrant, many of whom are Latino, who are
looking at not being able to get a license, not being able to asso-
ciate with the appropriate fleet agencies because of rigorous re-
quirements, and what happens to them? And if they even have an
ability to be a part of a collective bargaining agreement that might,
in Long Beach work well, but we are finding that there are some
different regional—you know, next-door neighbor here, Long Beach,
may have a different take on that.

Those are issues too, that we need to think about, and I would
like to hear very quickly, cause I know my time is running out, if
you can address that.

Mayor LOVERIDGE. Well, I think the major point that one recog-
nizes is that these things are going in tandem. I think we used to
think about clean air and fast freight as separate kind of enter-
prises. We need to join them together, and as we move for faster
freight, they need to be connected with what we can do for cleaner
air.

I mean, that is the overall summary point.

Ms. Sowris. And I agree with you on the regional aspect. It is not
somebody else’s problem, it is our problem, and we have to come
up with collective solutions as stakeholders.

Mr. CUMMINGS. Thank you very much, Mr. Mayor. We really do
appreciate your testimony. I mean, you have brought some things
to our attention, and I guess the issue becomes exactly to how far
these fees will stretch and where will they go. We appreciate it,
and you may appreciate more, in answering, I think, one of Ms.
Napolitano’s questions, how nice it is to come from a small state.
There are only eight Members of the House from Maryland and so
it is real easy for us to get together. I mean, you can fit us in a
phone booth. But I do appreciate what you have brought to us, and
we do thank you for taking the time to be with us.

Mayor LOVERIDGE. Well, thank you for the invitation, and thank
you for the questions, and godspeed on your work.

Mr. CuMMINGS. Thank you again. As other witnesses come for-
ward, Richard Steinke, the executive director of the Port of Long
Beach and Ms. Geraldine Knatz, the executive director of the Port
of Los Angeles, I might say that you have heard already some
issues that have been brought up by the members of the panel
here, and if there are some of these that you would like to address,
like what was just brought up by Ms. Solis and others, feel free to
intertwine those in your comments. Because one of the things that
we try to do in these hearings is we try not to be so rigid that we
don’t have the effectiveness that we could possibly have.

And again, I want to thank both of you for joining us today, and
we will hear from you first, Mr. Steinke.
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RICHARD D. STEINKE, EXECUTIVE DIRECTOR, PORT OF LONG
BEACH, AND GERALDINE KNATZ, EXECUTIVE DIRECTOR,
PORT OF LOS ANGELES

Mr. STEINKE. Thank you, Mr. Chairman, Members of the Com-
mittee, and invited Members of Congress, my name is Richard
Steinke and I am the executive director for the Port of Long Beach.

I would like to thank you for the opportunity to speak before this
Committee this afternoon. This is very, very important, that these
issues are discussed in this kind of forum, because this is the fu-
ture of goods movement, and this is how Government works, and
Mr. Chairman, I think your comment was very appropriate, in your
opening statement, that this is the process that gets things
changed.

As you know, the Port of Long Beach is the second-largest sea-
port in the United States. Last year, this port handled about 7.2
million containers known as 20-foot equivalent units, or TEUs, and
we use that as a barometer of the success, or the business of ports
around the Nation and around the world. Combined with our part-
ner, the Port of Los Angeles, both ports handled over 15.7 million
TEUs, which equals over 40 percent of all containerized goods en-
tering United States ports.

Due to the increase in consumer demands, both ports are ex-
pected to meet the growth in international cargo, which is esti-
mated to more than double, from 15 million TEUs in 2007 to over
35 million TEUs by 2020.

In an effort to reduce emissions related to current and future
trade demands, the Port of Long Beach has adopted some very ag-
greslsive environmental mitigation programs to help improve air
quality.

The Board of Harbor Commissioners adopted the Green Port Pol-
icy in 2005 to protect the community from harmful environmental
impacts related to port operations, to promote sustainability, and
to employ the best-available technologies.

We recognized that we could no longer continue to move cargo
without recognizing the environment footprint and the impact on
our communities.

In November 2006, the Long Beach and Los Angeles Board of
Harbor Commissioners met in an unprecedented meeting, and ap-
proved the Clean Air Action Plan, a plan to reduce emissions asso-
ciated with port operations by more than 45 percent over a five
year period.

As the most comprehensive air quality mitigation plan being im-
plemented at any port complex in the world, the Clean Air Action
Plan is expected to cut particulate matter pollution, nitrogen oxide
and sulfur oxide from source categories that include ocean-going
vessels, harbor craft, cargo-handling equipment, railroad loco-
motives, and heavy-duty trucks.

As part of the Clean Air Action Plan, over the next five years,
the San Pedro Bay ports required 16 switching locomotives and
thousands of pieces of cargo-handling equipment to be replaced or
retrofitted, to meet or exceed U.S. EPA emission standards, that
required cargo and cruise ship terminals to be equipped with shore-
side electricity as well as look at new technologies to help further
reductions.
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A key component in the Clean Air Action Plan is the Clean
Trucks Program, as Congresswoman Solis referred to.

A landmark plan that will dramatically modernize the port
trucking industry and significantly reduce truck-related air pollu-
tion, by requiring all heavy-duty trucks operating at the ports be
replaced with newer cleaner trucks that meet USEPA 2007 emis-
sion standards by 2012.

The Clean Trucks Program is expected to result in truck-related
air pollution reductions of approximately 80 percent.

Although the ports do not own or operate the drayage trucks
serving the port terminals, the ports have determined that a pro-
gressive ban, which will begin October 1, 2008, on dirty trucks, is
the most direct way to cut pollution and reduce public health risks
posed by dirty diesel trucks, on a timeframe that meets the needs
of our local communities.

Last December, both ports approved the cargo tariff, the clean
truck fee to help fund the Clean Trucks Program, which is esti-
mated to cost $2.2 billion. The fee will be charged to cargo owners,
the beneficial cargo owners, that will place a $35 fee on every load-
ed TEU entering or leaving any terminal, by truck, beginning in
October 2008.

This fee is expected to generate $1.6 billion, in addition to the
$143 million that has been committed by both ports.

The ports are also expecting to receive $98 million from the state
Proposition 1B bond, which California voters approved to help pay
for major transportation and air quality improvement projects.

As part of the Clean Trucks Program, only port-permitted conces-
sion trucks will be allowed to work at the San Pedro Bay ports.
The concession system is designed to provide oversight and ac-
countability for the trucking industry, and will ensure that our
port’s aggressive clean air plans are being met.

Although the Ports of Long Beach and Los Angeles jointly adopt-
ed the Clean Trucks Program, and progressive ban on trucks, our
respective boards have taken slightly different approaches to the
concession program for the plan.

The Clean Trucks Program at both ports require licensed motor
carriers in good standing, and with a valid license, and to operate
clean trucks consistent with the Clean Trucks Plan requirements
and our port tariff. The major difference in the plan is that the
Port of Long Beach concession system allows licensed motor car-
riers to use employee drivers, independent contract drivers, or a
combination of employee and contract drivers, as they do now.

Choice in the drayage industry is important, and the Long Beach
plan, drivers can choose to be an employee or be their own boss
while accomplishing the real goal of the Clean Trucks Program,
and that is cleaning the air. Simply put, we want to clean the air
as quickly as possible.

As part of the concession system, the Port of Long Beach also re-
quires licensed motor carriers to offer health insurance to all driv-
ers.

In addition, Long Beach will grant five year concessions to the
licensed motor carriers who pay a one-time application of $250
versus a $2500 fee at the Port of Los Angeles, and a concession fee
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of $100 per truck, per year, in order to operate successfully in the
ports.

In addition to the Clean Trucks fee, the ports approved a tariff
called the Infrastructure Cargo Fee to help finance harbor area,
port-related infrastructure projects, and I would like to emphasize
that those are harbor area, port-related infrastructures, projects
unlike the senate Bill 974 which really looks at the infrastructure
projects on a more regional basis.

The money generated by this fee will be used to augment and
complement funding received from federal and state sources, like
Senator Lowenthal’s container fee bill. The ICF, or the Infrastruc-
ture Cargo Fee, is separate and distinct from the Clean Trucks fee,
and will be charged to cargo owners by placing a $15 fee on every
loaded TEU entering or leaving any terminal by truck or train, be-
ginning January 1, 2009.

Direct industry user fees are needed because of the limitations
in federal, state, local and port funding for high-priority projects
like replacement of the Gerald Desmond Bridge. The fee was de-
rived by estimating the cost of key harbor infrastructure projects
that were identified by both ports and regional transportation
agencies.

The Infrastructure Cargo Fee will allow the ports to raise funds
to pay for the projects as they progress, and the ICF establishes a
way for the goods movement industry to pay for a share of the
needed infrastructure improvements.

Mayor Bob Foster, the mayor of Long Beach, and the board of
Long Beach harbor commissioners, have committed that projects
identified to be funded with the Infrastructure Cargo Fee will not
move forward before the port moves forward on implementation of
environmental projects.

So this Infrastructure Cargo Fee and the Clean Trucks fee are
linked together. One will not move in advance of the other.

In order to improve air quality and to move goods more effi-
ciently from the San Pedro Bay ports to regions across the Nation,
additional investments will be needed to be made to fund environ-
mental and infrastructure programs at the Nation’s ports.

The Port of Long Beach looks forward to working with the Com-
mittee, and other key stakeholders, to develop progressive environ-
mental policies, and on the upcoming transportation authorization
bill, to develop a list of critically-needed infrastructure projects that
will allow goods that fuel our economy to continue moving.

I think we need to change the behavior of the waterfront that
has been taking place for many, many years. We are doing that
here at the Port of Long Beach and the Port of Los Angeles. We
have congestion pricing. We have done a number of things with in-
centives.

You are seeing things like alternative fuels. We are investigating
the alternate goods movement system that Congressman Rohr-
abacher has been mentioning.

And so we are doing things that no other port complex in the
world has attempted to do. We need to change the way we think
about goods movement. We need to look at a systemwide approach
at addressing the problem, which has not been done in the United
States in terms of marine transportation.
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Thank you for the opportunity to testify in front of your Com-
mittee.

Mr. CUMMINGS. Thank you very much.

Dr. Knatz.

Ms. KNATZ. Mr. Chairman, Members of the Committee, thank
you for the opportunity to appear on behalf of the Board of Harbor
Commissioners and Mayor Villaraigosa, and the Los Angeles City
Council, welcome to the San Pedro Bay Port Complex.

I don’t want to duplicate comments that were made by Mr.
Steinke, so I think I am going to focus on trying to answer some
of the questions that you raise, specifically with respect to the In-
frastructure Cargo Fee. And I should say we call it an Infrastruc-
ture Cargo Fee instead of a container fee, because although it origi-
nally will start out on containers, at some point we do intend to
expand the fee to other commodities.

The Infrastructure Cargo Fee complements our Clean Air Action
Plan because it deals with the way to improve goods movement
while we also work to reduce emissions.

To address what we view as the existing transportation system
deficiencies, and to accommodate our future traffic, we have actu-
ally, over the past several years, expended millions of dollars on
critical intermodal transportation projects, projects of national sig-
nificance. But it is still not enough.

We have identified about $3 billion in immediate infrastructure
improvements that are needed in and just directly adjacent to the
port, and these also are congressionally-designated projects of na-
tional and regional significance, and high-priority projects.

Because these projects cannot, and arguably should not, be paid
for entirely with federal and state funds, about three years ago, the
two ports started working together on a container fee for local in-
frastructure, and we really took this on ourselves, for a couple of
reasons.

First, we thought if we didn’t do it, there would likely be state
fees, and possibly not on terms that we could support. Second, we
saw the value in having a dedicated revenue stream to match bond
measures devoted to goods movement. And three, we came to the
conclusion we had to be really a self-help port complex. We hope
that our fee will complement the next Federal Surface Highway
Transportation bill, and we hope that that has a new dedicated fed-
eral account to support goods movement and environmental im-
provements associated with goods movement.

But what was really unique about our Infrastructure Cargo Fee
is that we used a bottoms up approach to develop the fee structure.
The fees are established through the result of a thorough technical
analysis and a three-year dialogue with industry that really began
with agreement on what projects should be funded.

Throughout this process, we worked to address industry con-
cerns, they would agree to pay their fair share, and they wanted
to see the results for their money. So we agreed that the fee would
only be collected after an environment impact report was certified
for that project, and these days, getting any EIR certified in South-
ern California is quite a feat; and I think it would be fair to say
that getting to this stage now with the ports actually means some-
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thing, because our EIRs are a primary vehicle for how we are im-
posing the measures in our Clean Air Action Plan.

The infrastructure fee rate was established at a level based on
a detailed and fair traffic nexus for each specific project.

In other words, if 60 percent of the traffic that used a bridge, or
any other infrastructure project, was cargo-related, then the con-
tainer fee had to be set high enough to collect 60 percent of the cost
of that bridge.

Because our fee will be made up of a composite of fees for specific
projects, all on different construction schedules, we anticipate that
it will start at approximately $15 a TEU, go as high as $18 a TEU,
based on the known list of projects.

Once the industry’s share was established, we then created a
plan of finance for each of the proposed projects, which included
contributions from the ports and a proposal for a fair share of the
state bond money, and with that framework in place, then our
Boards, in January, adopted the Infrastructure Cargo Fee.

By the year 2014, we will have complete funding for $2.9 billion
worth of port-adjacent bridge, highway projects, and rail improve-
ments. And we adopted the infrastructure fee separate from the
clean trucks fee because we recognize that the infrastructure
projects take a long time, and as some projects are finished, new
projects would come along.

We believe that the approach we took, the bottoms-up, crafted a
program that helped us avoid litigation, and to date, there have
been no challenges on the fee, and we do not expect any.

The fee is collected locally and the money stays locally. Because
our local project focus fee—beyond our local project focus fee, we
also recognize the need for industry fees to fund regional projects.
In fact, the port has considered collection of a fee for regional infra-
structure, initially identifying the Alameda Corridor East Project,
and a major rail intersection known as Colton Crossing, but we ac-
tually dropped our regional fee in deference to the legislation that
was pursued by Senator Lowenthal.

Even though we tried to work the same strategy with industry
on the regional fee, making sure the project was used for projects
that industry supported, I cannot say, with absolute certainty, that
we were able to develop the same support for the regional fees that
we did for our local fees. But we are committed to taking up the
issue on regional fees again, should it ever become necessary.

We are aware that the Committee may be examining national in-
frastructure fees.

Mr. Chairman, from our perspective, any national container fee
now would be duplicative of what is in place here in California. We
already have to work through some overlap, our ICF has, with Sen-
ator Lowenthal’s proposed state fee and the rail portion of our in-
frastructure fee.

We urge the Committee to ensure that port regions that have
taken the initiative to help themselves not be penalized by yet
more fees, and that any federal plan provides exemptions for inde-
pendent action on the part of the state or the port region.

Mr. Chairman and Members of the Committee, thank you for
your interest and that concludes my prepared statement.
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Mr. CuMMINGS. I want to thank both of you for your testimony
and as you were talking, you know, sometimes in these hearings,
what happens is that people come after you and then you can’t an-
swer their questions because you have gone, and so you’re not testi-
fying anymore.

And so I want to ask you a question about what FuturePorts—
I am sure you are very familiar with them—have said. They claim
that not enough analysis has been conducted of the potential eco-
nomic impact all of the fees proposed to be levied on these con-
tainers may create.

And so you believe that the market, particularly in this difficult
econo?mic climate, will bear all of the fees that are proposed for the
ports?

And I know in Baltimore, we compete fiercely. I mean, it is a
fight, trying to get every single bit of business we possibly can get
for our port.

And I am just wondering what, if any impact, you all think this
might have.

Mr. FILNER. Could you yield for just a corollary question. I don’t
know what the average size of a concession here would be or how
many trucks they would have. But is there such a thing as an aver-
age cost, that would be meaningful for us to know, to an average
business?

Ms. KNATZ. Okay. Let me address the first question. Mr. Chair-
man, we did look at this issue. You know, you have sort of the pile-
on effect when you have the PierPASS fee, and then we have our
clean truck fee, and then we have the infrastructure fee, both the
local, and potentially, a regional state fee.

We really felt like we got to the point where that was it, the sys-
tem could not really stand any additional fees, so a national fee
would really, I believe, affect our competitive position.

I think the fact that we have worked with industry on our re-
gional fee, they recognize that, and they supported it because if it
increases velocity on their end, that is cost savings for them, and
so it was important to bring them in on the process.

We charge our fees against the cargo, the beneficial cargo owner,
it is not paid by the terminal operator. So we tried to get the fee
as close as possible to the goods, and in that way, kind of spread
the fee among the greater number of users.

Mr. STEINKE. Mr. Chairman, I would just add that we have done
some elasticity analysis for the ports here in San Pedro Bay, the
Southern California Association of Governments has also done an
elasticity study, and there is a point that there is significant diver-
sion of cargo by, as Geraldine said, the pile-on effect. If there are
too many fees, cargo will move some place else. We recognize that.

But as Geraldine said, if we keep the fees associated with the
cargo itself, not the marine terminal operator, not the ocean car-
rier, and not the licensed motor carrier, not the trucker, and it goes
to the retailer that is bringing in the goods, I think there was some
analysis done that it is pennies on an Ipod. It is, you know, 50
cents on a pair of Nikes.

So that the hit to the consumer is fairly di minimis, even though
the charge to the cargo owner is fairly significant on a per TEU
basis.
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Mr. CuMMINGS. Dr. Knatz, you have sent quite a bit of your testi-
mony seeming to be concerned about a national fee. Can you talk
about that for a moment. Just what is your biggest concern? That
it will be harmful, or it would supersede your fees?

Ms. KNATZ. We would have several concerns. First of all, one of
the things we like about our fee is it is collected here, it stays here,
and it delivers the project. We are committed to carrying out the
projects.

Oftentimes when you pay a fee, and if it goes to Washington,
then sometimes you have to fight to get the money back. So that
would be one issue. And the second issue, we have been—I think
we are pretty clear on what projects need to be done, both in the
port region and regionally. The Mayor mentioned Alameda Corridor
East.

That is also the number one project on our regional list as well.
I think there is a lot of consensus of the major good movement
projects that need to be done in Southern California. So I think we
are covered with the regional fees and the local fees, and as I said,
some things will get done, the bridge will get done and then there
will be the 710 that comes after it, or some new technology thing
that we want to do, that Congressman Rohrabacher is looking at.

There is always going to be something. But we are sort of man-
aging the process and making sure that, you know, the fee will go
up and down, and we deliver on what we collect.

Mr. CUMMINGS. just one other question. Mr. Steinke, when Con-
gress enacted the Oil Pollution Act of 1990, Congress phased out
the use of the single haul tankers, and why would a simple phase-
out of old trucks, coupled with the introduction of a mandate re-
quiring the use of green trucks, accomplish some of your goals, and
why wouldn’t the market fuel a demand for trucks meeting the
2007 emission standards?

Mr. STEINKE. Mr. Chairman, I think we have experienced what
the market can and cannot do without some kind of regulation here
in San Pedro Bay. I think we know that the Clean Trucks Pro-
gram, you know, with the concession program that both LA and
Long Beach have proposed, provides the momentum and the moti-
vation and the incentive for the truck fleet to be changed over.

We are not talking about a insignificant number of trucks. We
are talking about 16,000 trucks that need to be replaced between
now and 2012. And so we need a mechanism that moves the mar-
ket more quickly than the market would move itself, in order to
stimulate a changeover, and that is why we have adopted the
Clean Trucks Program.

Mr. CUMMINGS. Thank you very much.

Mr. Rohrabacher.

Mr. ROHRABACHER. Thank you. It was such a pleasure to hear
you describe why the container fees should be kept here, locally. It
is the argument that I made three years ago when both ports op-
posed the legislation that I had, that would have done exactly what
you said.

So thank you for indulging me on “I told you so.” But it is always
good to have people coming over to your side rather than having
to admit you were wrong and going to their side.
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But anyway, let me note that the ports—and again, I am going
to admonish the ports on behalf of my colleagues, but I am sure
they feel the same way. Look, when you are talking about what we
are going to do, and where the fee is going to be put, and how that
is going to affect this and that, you are acting like you are the big
decision makers. I want to tell you something. You are not the deci-
sion makers. The region is the decision makers here.

Now I am represent you in the United States Congress, but I
represent a lot of other people in the United States Congress too.
Whatever comes out of this idea for container fees and reforms, and
modernization of the port system here, in Southern California, the
goods movement system, is going to be a regional decision, and it
is not going to be the ports having control of a certain amount of
money and deciding where it goes. That is just not going to be it.

We are going to be working together, and I am working together
with our colleagues here, to make sure that we come up with some-
thing that is the very best solution, and it is a long-term solution
and not just stop-gap solutions.

So let me first admonish you, I think that that attitude was very
present in your testimony today, and I will leave that to my col-
leagues to verify, whether they caught that or not; but I certainly
caught it.

Second of all, a lot of times I come up and, you know, try to deal
with the ports, and I do not get what I consider to be a cooperative
spirit. I mean let me just note.

When 1 first talked about going at night, which was of course
when we redistricted back into here, everybody said it wouldn’t
happen, and I got more guff from people trying to say that Dana
Rohrabacher is being so, you know, how would you say it? I am not
being responsible and I am not being practical enough to let the
ports understand that they, as they explained to me, you can’t open
the ports at night because nobody will go then. Well, we have
PierPASS now and 40 percent of the trucks are going at night.

And then of course we started talking about the source of income
for the container fees, and again received a bad reception, and now
it is receiving a good reception.

Let’s go back to now, to the latest, which is this Clean Trucks
Program. What is it that makes you seem to think that you guys
can determine the best way to accomplish a goal?

Is not the goal to bring down the emissions coming from the
trucks that service your ports? Why is it that you had to come up
with a complicated system of leasing trucks and involve yourself di-
rectly in the implementation of trying to achieve the goal, rather
than permitting, quote, the market to work and saying, if you could
achieve this level of emissions, that is fine, and just insist that that
level of emissions be enforced.

Mr. STEINKE. Well, Congressman, I think that we have seen
what the industry can do and what it can’t do on its own, and I
think that was the reason why the two ports, or the two cities have
gotten together and worked together on a Clean Trucks Program,
that through subsidies and incentives moves people into new trucks
as quickly as possible.

Mr. ROHRABACHER. No, this is not a Clean Trucks Program. But
it is not a Clean Trucks Program. It is a New Trucks Program. It
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is an assumption that new trucks are a more cost-effective way to
deal with the issue than perhaps offering some type of effort to up-
grade old trucks. And I will suggest, that as a senior Member of
the Science Committee, I came to the ports for the last year and
a half, suggesting that there might be some technology efforts that
would save—you know, we are talking about, say, tens of thou-
sands, if not hundreds of thousands of dollars per truck, and the
ports were unwilling to test the new technologies that I was talking
about.

You know—look. We are all in favor of the trade that you are
talking about. Mr. Chairman, I just think that we have to make
sure that we open up this whole dialogue and this discussion, so
that we are doing the most effective thing, at of course the most
reasonable cost, and I don’t think that we have had that same type
of open discussion with the policies of the ports in the past, and
I would hope with the Clean Trucks Program, I would hope it is
not just going to lead us to, number one, a situation where we are
wasting taxpayers’ dollars that could have brought down emissions.

There is a possibility the technology that I was talking about,
which the final test will be out this week, would have lowered the
emissions to make sure that older trucks are actually cleaner than
the newer trucks, with the attachment on to the engine.

One last thing. How much does it cost to take a container from
the port to the inland empire, to the rail heads in the inland em-
pire?

Mr. STEINKE. I think that dray cost is anywhere between 150- to
$180; somewhere in that range.

Mr. ROHRABACHER. Someone told me it was $480. Is that way
off?

Mr. STEINKE. I don’t think it is that much.

Mr. ROHRABACHER. To hire a truck to go from dockside to inland
empire railhead?

Mr. STEINKE. I don’t believe the one-way trip is that much; no.

Mr. ROHRABACHER. Thank you. Thank you very much. Thank
you, Mr. Chairman.

Mr. CuMMINGS. Let me just say this, as we move to Ms. Richard-
son, it strikes me, as I listened to what you just said, and listened
to the testimony of our witnesses, that the whole issue of the re-
gional decisions make a lot of sense, because, in a way, what the
witnesses have testified to, at least one of them, I can’t remember
which, is that when you talk about, say, the container fees, it is
going to cost something on that Ipod, and those Ipods are going to
be sold all over California, I mean, all up and down the coast here,
and so it seems to me that it makes sense that you have the re-
gional decisions.

The other thing that you have got to keep in mind—this issue
is one which is going to call for everybody, pretty much to be on
board, and when people feel that they have a part of what is com-
ing out of this revenue source, I think, and that they actually have
a hand in it, in deciding where it goes, so the money, of course it
is spent effectively and efficiently, they are more apt to be a part
of it.
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And I think that while some may look at Mr. Rohrabacher’s com-
ments as strong, I think there is certainly something that is, you
know, that we all need to consider there.

Ms. Richardson.

Ms. RICHARDSON. Thank you, Mr. Chairman. First of all, I will
take a slightly different approach.

Let me say again, since I started here as being on the City Coun-
cil and then the state legislature, I think it is important to kind
a create a little framework.

I clearly understand, and absolutely, Mr. Rohrabacher, and now
the Chairman, but what I want to reiterate out of the testimony
of our witnesses is something unique that is happening here. A lot
of ports are talking about, because of the impact of the traffic, they
want to do something at night.

Well, thank goodness, we have two ports that have stepped for-
ward, who have actually done that, and they have implemented
PierPASS. We have also had a lot of ports talk about the negative
impacts, and fortunately, we have had two ports who have come
forward, more than any other ports in this Nation, and have estab-
lished this Green Port Program.

We also have a lot of ports who talked about all different things
that we need to do, but this is really a miracle. We should realize
that it is happening where you have the two largest ports in the
Nation, who are actually sitting next to each other, talking to each
other, have worked with each other for two or three years, and
have developed a plan to do so.

So I think it is also important to—and I wanted to highlight that,
because I was here when all that was happening—that what I
heard in your testimony was not a resistance to working on a re-
gional plan, or a resistance of understanding there might be a na-
tional plan.

It was just that we have gotten to the point, in this particular
community, where we can’t wait any longer, where the aging infra-
structure, the diaper that is hanging over the Gerald Desmond
Bridge, the highest rate of asthma and cancer in the country is
right here—we had to move now. And that is what I heard of the
testimony.

And now what this Committee is saying, which is why we want-
ed to make sure to have this hearing here, is that unfortunately
what you are hearing my colleagues talk about is that Representa-
tive Calvert’s bill has brought to the attention, with this Com-
mittee, that we have a role as well, and that is what our responsi-
bility is going to be.

Now that we have heard all this, we hear what you are doing,
and your plans, but we also have to acknowledge that we now have
to step up. We have to make sure that if the regional stakeholders
are not working with you, and it is not getting done, what you are
hearing all these people here saying is, well, then we have got to
make sure that that happens.

And so I just wanted to provide that, just as a background of
your comments.

Now Mr. Steinke, you mentioned about the elasticity of a poten-
tial fee, and I thought I remember reading somewhere, that that
could be anywhere between 100 and $150. Is that correct?
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Mr. STEINKE. I think that is in the range of where we thought
the diversion might start to occur, once we hit that amount, around
150, $160, something like that.

Ms. RICHARDSON. Okay. And also, there was discussion here
about you are hearing us talk about interstate, which is what we
do on a national level. What you have done is intrastate.

What do you think about this discussion that we are having, that
we applaud your efforts, but, you know, what is going to happen
to the region as a whole? What are your thoughts?

Mr. STEINKE. Well, Congresswoman, I think, as you accurately
portray it, I think we recognize the sense of urgency that this port
complex had in needing to move forward with not only environ-
mental initiatives, but also infrastructure initiatives.

The Gerald Desmond Bridge is a good case in point. That bridge
was built in 1965. It does not handle the amount of cargo that goes
across it as efficiently as it should, and it is about a $900 million
project.

I think it would be presumptive for us to think that we were
going to get $900 million from the Federal Government. So there
needs to be other ways that we need to look at that through a pub-
lic/private partnership, whether that is a local fee or whether that
is 1B money, matching funds from the ports. But we recognize
that, you know, if we just take a normal course of action, you
know, we are going to have more serious deficiencies with that
bridge than we currently have now.

And I think that what we—you know, from my position, and only
speaking as the executive director of the Port of Long Beach, where
I am not certainly opposed to a national fee, you know, in the time
that that dialogue takes place, I think we need to take some ac-
tions, initially, to see where we can come up with the matching fees
we need for some of these very serious infrastructure projects that
have national significance, not just local significance, not just sig-
nificance for California, but 10 percent of the Nation’s cargo goes
across that bridge.

Ms. RICHARDSON. Okay. I have about 20 seconds, so let me wrap
up with this, and Ms. Knatz, if you would like to comment on this
point.

Both of you talked about, ultimately, this price coming down to
the consumer, and I work with my colleagues here, so I saw the
hair raise and, you know, the collars raise.

I understand that it is easier to do it in this way and it makes
sense from your perspective. But what would you say to that con-
sumer who—really, is it the consumer’s responsibility to pay an-
other 50 cents? Or what about the shippers and everybody else who
are making money on these products?

What is their responsibility to pay their fair share instead of
adding it on to the consumer, and is that possible?

Ms. KNATZ. Well, I would say that every entity in this logistics
chain has a role in this. I mean, in the whole Clean Air Action
Plan, we have told the carriers, “You have to clean up the ships,”
and we have told the railroads, “You have to clean up the loco-
motives,” and, you know, the trucks were something that we felt,
because the industry was so diffuse, that the ports had to take that
on themselves. There was a lot of discussion about charging the
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drayage companies, and a lot of the companies that we have now
don’t have any assets. They couldn’t afford it.

So the only way to really do it, and really be the fairest, was
really to spread it among a larger consumer base, and I think the
consumers nationally, maybe they don’t recognize the fact that this
region bears a burden for the entire country in terms of experi-
encing the health impact as a result of, you know, 45 percent of
the goods coming through this area.

So at least for that component, it was important to really spread
it among a sort of wider base.

Ms. RICHARDSON. Thank you, Mr. Chairman, for the additional
time, and again, I think this particular panel has brought forward
the point that clearly we have made some local progress here, but
as you are hearing from my colleagues, there is great concern as
we extend it out.

Mr. CUMMINGS. Thank you very much. I just want to make it
very clear. As I became more and more familiar with this issue, I
think you all ought to be complimented for not just looking at a
problem and saying, ah, you know, we will pass it on. But you tried
to grapple with it and to address it, and I mean, this kind of co-
operation I think has to be complimented, because we don’t see
enough of this.

[Applause.]

. Mr. CUMMINGS. And so now the question is how do we move from
ere.

Mr. Filner.

Mr. FILNER. Thank you. I would agree with your last statement.
You know, we, in San Diego, have long admired what you do here.
And Dr. Knatz, you sort of said that you didn’t think there would
be much of a legal challenge.

I assume you were talking about the Infrastructure Cargo Fee.

Ms. KNATZ. Right.

Mr. FILNER. And were you distinguishing that from the Clean
Trucks Program? I heard there was a legal challenge filed already.

Ms. KNATZ. Yes.

Mr. FILNER. And what do you make of this? I mean, do you feel
very confident about surmounting a legal challenge?

Ms. KNATZ. Yes. I was differentiating, I was talking about the In-
frastructure Cargo Fee and we felt very comfortable, there is just
not going to be a legal challenge. There has been a legal challenge
filed on the Clean Trucks Program against both ports, and yes, we
feel very confident about our program.

Mr. FILNER. Just for a layman, what is the general basis of that
complaint and why do you think you will overcome it? The counsel
will say don’t answer this but

Ms. KNATZ. Yes, right, exactly, and I probably am not going to
do it justice. I would say from our perspective, we really have our
proprietary interest on as ports in terms of the businesses that we
operate, which gives us the opportunity to deal with certain things
and set some conditions, and we believe that we have the right to
do that, and the Trucking Association believes different, based on
various case law.

Mr. FILNER. Good luck.

Ms. KNATZ. Thank you.
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Mr. FILNER. I hope you prevail.

You mentioned that you started with, you wanted to call it Infra-
structure Cargo instead of a container fee because obviously there
are other ways of bringing in cargo, but you haven’t moved there.
Give me some of those other ways of measuring, I mean, because
of course we, in San Diego, don’t have many containers coming in.

Ms. KNATZ. Right.

Mr. FILNER. By the way, if anybody says they are going to leave
your port and come somewhere else, we can’t take them anyway.
I wish we could. Anyway, what other ways did you measure that?
Tonnage of bulk?

Ms. KNATZ. Yes.

Mr. FiLNER. That kind of thing? Is that what you are talking
about?

Ms. KNATZ. Yes, exactly. It would be a very modest amount be-
cause that cargo is low value and couldn’t handle it. But it is the
principal of the thing, that the trucks that may handle the bulk
cargos use some of the same infrastructure that the container
trucks do.

Mr. FILNER. Right. I was wondering about that, because some of
us don’t have the containers that you all have here.

You guys have differed in your approach, in your demands on
the—I forget what you call them.

Ms. KNATZ. Concessionaires.

Mr. FILNER. Yes. IMC, or LMC?

Mr. STEINKE. Licensed Motor Carriers.

Mr. FILNER. Licensed Motor Carriers. I mean, is there a reason
for that? I mean, why did you approach that differently?

Mr. STEINKE. Well, I think, Congressman, two philosophical posi-
tions by each respective board and elected official within each city.
I think from the Port of Long Beach’s standpoint, we wanted to
keep things as close to the same as they are. These are landmark
programs. They are pioneering programs. No other port complex
has done that. We want to make sure that we try to ensure that
cargo moves. But we need to make sure that we clean the air, and
so we felt that the best way to accomplish continuing goods move-
ment and cleaning the air as quickly as possible was to have the
flexibility of either having a licensed motor carrier that has the em-
ployees, a licensed motor carrier that has independent owner-oper-
ators, or a licensed motor carrier who has a combination of both.

Mr. FILNER. And you took a different stance.

Ms. KNATZ. And I would say we took a longer-term view, you
know, considering the fact that changing over this truck fleet is a
$2 billion program. You know, we believe the program has to be
sustainable, that five, seven years down the road, the trucks we
buy today are no longer going to be the cleanest trucks out there.

So we did not believe that giving grants to individual truck driv-
ers was a way to build a sustainable trucking industry. Five to
seven years from now, we would like to see licensed motor carriers
that have the ability to buy the next generation of new trucks,
without coming to us and trying to find $2 billion.

Also using employees allows that truck to be used more than one
shift. So that means less trucks to buy, less trucks on the road, less
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emissions. It creates some efficiencies in the system that we don’t
have today, where every driver has to own his own truck.

Mr. FILNER. Thank you. My time is up. Thank you, Mr. Chair-
man.

Mr. CUMMINGS. Ms. Napolitano.

Ms. NAPOLITANO. Thank you, Mr. Chairman.

And Dr. Knatz, in your statement you were talking about invest-
ment in rail improvements. Would you expound on that.

Ms. KNATZ. Yes. About as far as what we need to do in the near
term, near area of the port, we need about $600 million in rail in-
frastructure, just surrounding the port area. That is not including
new... dock rail facilities inside the terminals, and that is also not
including the Alameda Corridor East, which, you know, a lot of
that is actually highway work because it is overpasses.

So when I talked about rail projects, I am talking about that
$600 million or so, that is near the ports, where an investment is
needed.

Ms. NAPOLITANO. Thank you.

And Mr. Chairman, you were mentioning, in your statement,
about the ports moving collaboratively, to work together to address
the issue of the growth of the port, the economic impact, etcetera.
But I would like to thank EPA, because they came to the ports
years ago and said, “You will clean it up.” Am I correct?

Ms. KNATZ. I would also say yes, and with AQMD too, also was
a big driver.

Ms. NAPOLITANO. Correct. It wasn’t totally “We see the light.”

Ms. KNATZ. Oh, no, no, no.

Ms. NAPOLITANO. And I just want to make that for the general
public, because we have been working on this issue for many, many
years. And you heard from the mayor, saying that pollution from
here goes through the inland empire and they get the brunt of
what we send down.

So it is something that we need to be sure that we understand,
that all your efforts are great, and we do applaud you, but we have
some way to go in moving forth on this.

And I started back in the nineties, when I was in state assembly,
trying to bring the ports together, to be able to have a view of the
dredging, a view of the capacity, a view of the growth, and I was
told I was crazy and that I, you know, ought to go somewhere and
disappear. Along with Mr. Filner, it was like—just to make my
point. And I can tell you, I have had some of my colleagues, and
one of them, former Chair of Rules Committee, made a statement
to me that I very much understand now, and that is that if we
were to check every container that came in for the truth in state-
ment, that every member of the United States, every person would
have seven lawn chairs.

So we are not charging for what is being imported in this country
based on its value, just, rather, based on container. I think that
has to change, because we are-iPods, other equipment is exceed-
ingly expensive, we are not taking the fair share of what is being
brought into this country, at the expense of people in our areas
that are bearing the brunt, whether it is on the rail or the high-
ways.
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And what I hear a lot is truck versus train. I don’t hear you say
anything that you are going to be working with the railroads, to
try to get them to do the improvements for grade separations, or
betterment on the grade crossings, and that is important. That is
critical for some of us.

That is our district. You talk about some 30 grade—I have got
54 from East LA to Pomona. So, you know, when you say you are
going to try to keep that here, locally, I beg your pardon. Region-
ally, is we get all your traffic in our area, and I have been one of
the strongest vocal opponents, on the Railroad Committee, to make
sure that the railroads understand that we are going to start hold-
ing them accountable.

Federal law limits of what they are capable of being forced to do.
But I have got news. There are new sheriffs coming to town, and
we need to understand how that is going to be looked at in the fu-
ture, to being able to put the onus where it belongs, and getting
that fair share back to the general public.

And you are the entities, and I agree with Mr. Rohrabacher. I
think we need to start taking a very close look at how you are
doing some of these things. We never hear from you. We only sit
on those Committees that look at the funding that comes into this
area.

Mr. CuMMINGS. Thank you very much.

Ms. Solis.

Did you all have a response? I am sorry.

Ms. KNATZ. Well, I just wanted to clarify one thing—the fee that
will start collection in January 09 is for the local projects. That is
about the $3 billion worth of improvements.

There was also a regional fee that we developed, the two ports,
that in deference to Senator Lowenthal’s legislation, we did not
move forward with and which, you know, depending on what hap-
pens with that, we, you know, our Board made commitments to do
that, and so that was always part of the plan, and that dealt with
those projects of national significance that were not so much des-
ignated by us but by others in the region, like Alameda Corridor
East and Colton Crossing, and things like that. So I just didn’t
want you to leave with the misunderstanding that maybe we were
not looking at regional projects.

Ms. NAPOLITANO. And Mr. Chairman, may I point out that we
talk about green trucks but we don’t talk about green trains, and
they have been developed, and I think maybe the ports ought to
look at forcing the railroads to use green trains. Thank you.

Mr. CUMMINGS. Ms. Solis.

Ms. Sovris. Thank you. A lot has been said but just a quick ques-
tion for both of you.

Are both of you supportive of the Lowenthal legislation? The dif-
ferent ports?

. Mr. STEINKE. Yes. Our Board has supported the Lowenthal legis-
ation.

Ms. KNATZ. Yes. And that’s true. Yes.

Ms. Soris. Okay. I can understand part of your argument about
not taking on the bigger aspect of covering of the regional areas,
because hopefully we will see Mr. Lowenthal’s legislation go for-
ward, which I support, but I do want to say that something that
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we have to keep in mind is that the cost of health care for individ-
uals that are impacted by the business of the ports isn’t just San
Pedro’s problem, or Long Beach or LA. It is all of us.

The taxpayers have to pay for much of those individuals that are
in the industry, and some that are working as independent contrac-
tors, what have you, and people that live in the surrounding area,
that can’t afford health care coverage, and there tends to be a large
disproportionate number of truckers, and individuals along the cor-
ridor of Long Beach and LA port, that live in very high poverty-
stricken areas.

So I wonder what mitigation we also need to look at. Not all of
us are going to agree on this, but I think it is a real cost for the
American public, and I would just ask you to look at bigger re-
gional issues, and who bears that cost.

I represent more of the inland area and the San Gabriel Valley,
and East Los Angeles. We also have some major issues with the
railroad industry, and I do agree with my colleague. We have to go
clean. We have to force them. Just as you are forcing these fleets
to go forward with cleaner diesel trucks, and what have you, or an-
other type of fuel that is more productive, I would say stand up,
and I think Members of Congress will stand with you to see that
that happens.

I have also a concern with the terminal operators, the fact that
somehow you are not actually going after them to pay what I think
is a responsible amount of funding that should be made available
for your operations, for your change to clean energy, and for up-
grading the workers and their skills, and what training they are
going to need.

And I want to know why, why, deliberately, that was done.

Mr. STEINKE. Well, I think with respect to the marine terminal
operators, those operators, we have entered into a number of green
leases. The green leases require that the marine terminal operators
change out all of their yard equipment.

Ms. Soris. Can you give me an update on exactly who those are.
Which ones haven’t and which ones are. Because 1 personally took
a tour and met with one of your main operators, and was very im-
pressed by one lead operator, and having talked to him learned
that the other operators in the area who are foreign-owned, are not
paying their fair share here.

And I would ask what is going on to help push them in that di-
rection, or force them to come forward?

Mr. STEINKE. Well, specifically to your question, Congresswoman,
we have ITS International Transportation Service, which is a sub-
sidiary of K-Line, a shipping line out of Japan, they have entered
into a green lease. We have Matson, which is a U.S. line, that has
entered into a green lease. Those all have specific provisions that
require them to use low sulfur fuels, to plug into shoreside electric
power, to change out all of their yard equipment, and use the best
environmental practices as possible.

Ms. Souis. Well, which ones have not signed those agreements?

Mr. STEINKE. One of the things we have is leverage with a lease,
and as those leases come due, that is one of our opportunities to
impose green lease language in these leases.

Ms. Soris. And how many leases do you have left to get to that?
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Mr. STEINKE. We have about four other container terminal leases
that we will have to get to, in terms of moving forward and imple-
menting green lease into those.

Ms. Soris. And I think that is a very important aspect for us to
also focus in on, because there is a wealth of profits being made,
also again looking at what comes into our ports, how that is han-
dled, and the fact that everyone here, I believe the stakeholders
have to be represented, and they may not be at the table right now
but I think that we have to somehow kind of move that along.

That is what my interest is in this particular matter, health-re-
lated, worker safety and protection, and making sure that those
that can afford to pay more, because they do reap some really great
profits here, we know that, we don’t want to harm that industry,
but we know that there has to be more transparency, there has to
be more accountability, and on the part of both cities, I do want
to say I do commend you for moving forward on the truck program,
and your effort to try to clean up those vessels that come in, that
add also to the soot and contaminants in the air.

We need to work together, and I hope that that is something that
you all will take home with you, because I think that is something
that has been missing from this paradigm. This is the first time
I have actually come to a hearing, to deliberately hear how the im-
pact of the ports is going to affect positively or negatively in the
future, and how these programs that you are rolling out are going
to impact the residents and constituents that I represent.

So I applaud our leadership for having this, but this is one in a
series of hearings that I think we will have to have throughout the
Southern California Basin, that is affected by these great ports and
by the railroad industry.

Mr. CUMMINGS. I can tell you something else, Ms. Solis. That this
issue is so significant. I mean, I don’t know if people really realize
how big this is, and I can see my people back in Baltimore asking,
you know, why aren’t we doing this, or trying to do it.

I am sure we will, I know this Committee will have other hear-
ings, and I am sure you will have them in your region.

I want to thank you both for being with us, and I just want to
ask you one last question.

If the lawsuit should be successful in striking down the conces-
sion programs, what impact would that have on the Clean Trucks
Program?

Mr. STEINKE. Mr. Chairman, speaking for the Port of Long
Beach, we still intend to move forward with the progressive ban,
starting October 1, where 1988 and older vehicles will be banned
from accessing port terminals, and we still intend to collect the $35
per TEU fee.

As I understand the lawsuit, they are not asking for an injunc-
tion on either one of those two elements of the Clean Trucks Pro-
gram.

Mr. CUMMINGS. I just wanted to get Ms. Knatz and then I will
go to you, Mr. Rohrabacher.

Ms. KNATZ. Right. The same.

Mr. CuMMINGS. Thank you.

Mr. Rohrabacher.
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Mr. ROHRABACHER. Let me get this right. If a older truck is
cleaner and meets an emission standard, might be cleaner than, for
example, if it is using a new type of fuel or has a different type
of upgrade on its engine, that older truck, even though it is cleaner,
will not be permitted in the ports?

Mr. STEINKE. Congressman, as I understand it, and I don’t know
if we have any technical people here, you can’t clean up an older
truck to even meet the 2007 standards, through retrofit devices or
cleaner fuels or anything else. The way

Mr. ROHRABACHER. That is not the question. The question is
somebody does meet an emissions standard that is as clean as a
new truck, they will not be permitted. An older truck that has a
cleaner engine than a current engine will not be permitted to move
forward and participate?

Mr. STEINKE. The way the program is designed, 1988 and older
trucks will not be able to access terminals after October 1.

Mr. ROHRABACHER. Mr. Chairman, I just have to say that, to me,
is almost nonsensical, considering how many technologies—I am on
the Science Committee. People come to me with fuel additives
every day. People come to me with different devices and different
ways of upgrading the efficiencies of engines. It seems like to me,
that somebody wants to make a lot of money selling new trucks,
and there are some other powerful forces at play at this, if you
don’t just go with a standard that has to be met, and everybody
has to meet the standard. So thank you very much, Mr. Chairman.

Mr. CuMMINGS. Thank you. Thank you very much. And again, I
want to thank both of you for your testimony. Thank you very
much..

We now call our final and our third panel. Mr. Charles Mack is
the director of the Port Division of the International Brotherhood
of Teamsters, and let me add, that we have in the audience UA
250, the Teamsters AFSCME District Council 36, and the Inter-
national Longshoremen and Warehouse Union. We want to thank
all of you for being with us.

We also have on our panel Mr. David Petitt, who is a senior at-
torney with the Natural Resources Defense Council and Ms. Eliza-
beth Warren, who is the executive director of FuturePorts.

Ms. RiCHARDSON. Mr. Chairman.

Mr. CUMMINGS. Ms. Richardson.

Ms. RICHARDSON. Mr. Chairman, first of all, I just want to let
you know that outside, we actually have another room where folks
are watching this on television. We had a standing room only,
which is pretty exciting, and I just wanted to again make sure the
public is aware, although we will not be able to take your questions
as we are hearing testimony, please feel free to complete one of
these forms, leave them outside if you are leaving a little bit ear-
lier, and we will make sure that they are submitted to the Com-
mittee for appropriate review.

Thank you, Mr. Chairman.

Mr. CuMMINGS. Thank you. Thank you very much.

Mr. Charles Mack.
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CHARLES MACK, DIRECTOR, PORT DIVISION, INTERNATIONAL
BROTHERHOOD OF TEAMSTERS; DAVID PETTIT, SENIOR AT-
TORNEY, NATURAL RESOURCES DEFENSE COUNCIL; AND
ELIZABETH WARREN, EXECUTIVE DIRECTOR, FUTUREPORTS

Mr. MAck. Thank you, Mr. Chairman, and Members of the Sub-
committee, and Members. I welcome the opportunity to offer testi-
mony on port development and the environment at the Ports of Los
Angeles and Long Beach.

My name is Chuck Mack. I am a Teamster vice president and
also the head of the Port Division for the union.

The Teamsters represent hundreds of thousands of transpor-
tation workers across the country. They depend upon the move-
ment of freight through our maritime ports for their livelihood.
Without a robust and vibrant port economy, our members who
drive trucks, our members who work in rail, our members who
work in the warehouse would be out of work.

But in recent years, we have become acutely aware that the
health of our members, their families, and the communities they
live in are at risk because of the deadly diesel pollution spewing
from dirty trucks, ships, cranes, and other equipment.

Unless port operations, and particularly port trucking, and our
whole global supply chain is made environmentally sustainable,
our global economy will be at risk and transportation workers, es-
pecially port truck drivers, will suffer.

What we have today is a system where the oldest trucks on the
road end up at the ports. In fact the average port truck is nearly
15 years old, poorly maintained, and produces at least 10 times the
diesel pollution as a new, properly-maintained 2007 diesel trucks.

And the 2000 port trucks that were made before 1989 produce
at least 60 times the pollution of a new truck. Just 10 percent of
the port trucking fleet puts the equivalent of 120,000 new diesel
trucks, spews pollution, on the road.

No wonder data from the California Air Resources Board shows
that pollution from port trucks kills two people each and every
week. Failure to clean up the port trucks will cost the region nearly
$6 billion in premature deaths, hospital admissions, respiratory ill-
nesses, and lost school and work days over the next 10 years.

Here is why. Port truck drivers are currently required to own
their own truck in order to get hired to work in the industry by
a trucking company. But the so-called trucking companies at the
port currently shirk and skirt their responsibilities as legitimate
employers and cheat the state out of millions of dollars in payroll
taxes by hiring these owner-operators as independent contractors.

Let’s be clear. Port drivers are not small business owners. They
are severely underpaid workers who must sign leases that usually
force them to haul for only one company, with no ability to nego-
tiate contracts, a fact that has led the attorney general to launch
an industrywide investigation.

Last week, California’s attorney general filed complaints against
two companies for illegally classifying their drivers as independent
contractors, and denying them worker’s compensation, unemploy-
ment insurance, and coverage of wage and hour, and health and
safety laws that protect employees in the State of California and
the country.
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This misclassification pins them with all the responsibility to buy
and maintain the trucks. They receive no health care, no Social Se-
curity. They are paid only by the load not the trip. The traffic and
the time is on them. They bring home, on average, only $29,000 a
year.

And it is far lower when the diesel price climbs over $5 a gallon
as it is today.

In fact many drivers can’t survive on what they make at the port
today. Over the weekend, Mario Aguilar, a long time so-called inde-
pendent owner-operator, here at the San Pedro ports, brought us
a copy of his last pay stub. I have it here to show you. His take-
home pay was 1.76. That is not $176. That is one dollar and 76
cents out of a gross check of $656.59.

His take-home pay was eaten up because 70 percent of the check
went to fuel, insurance ate up the rest, and it is a good thing that
he has got his truck paid off, because if he had truck payments,
he would literally be paying to work instead of being paid to work.

It shouldn’t come as a surprise that labor unrest is pervasive fac-
tor in the port economy throughout North America and particularly
here, in Southern California. In the nearly three decades since de-
regulation, drivers in U.S. ports have struck, staged convoys, and
shut down the ports to protest their conditions related to the legal
fiction that they are independent businesses and not workers.

This frequent unrest adds additional cost to business, workers in
the community costing port stakeholders millions of dollars. Los
Angeles and Long Beach were the site of two major strikes that
lasted several months in 1988 and 1995. It involved thousands of
misclassified drivers, who halted all economic activity.

With diesel costs soaring, more recently hundreds of drivers
parked their trucks in protest in Oakland. There have also been
several wildcat strikes involving hundreds of drivers over the past
few months, here, in the San Pedro ports.

The Los Angeles Clean Trucks Program is the only comprehen-
sive, sustainable program, that economists, environmentalists
agree, will clean the air in the long term and better equip the in-
dustry for today’s rapidly-changing global economy.

Fundamentally, what the Port of LA is trying to achieve with
their Clean Trucks Program is to minimize the mount of equipment
and hardware by maximizing the use of labor. Only a company-
based system, that enables the port to hold trucking companies ac-
countable for their operations, is capable of achieving this funda-
mental objective.

If companies are responsible for the cost of owning and maintain-
ing the trucks operating under their authority, they have economic
incentives to maximize the hours that each truck is in service.

An owner-operator system prevents these efficiencies from occur-
ring because the owner of a truck is limited in the number of hours
he or she can work.

An owner-operator system makes drivers akin to sharecroppers
on wheels. Minimizing the number of trucks serving the port by
maximizing their hours of service will reduce the number of trucks,
reduce congestion, and wait times, and increase operational effi-
ciencies through more load matching.
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Finally, the ports need a program so they can achieve a greater
level of security at the port. The transportation worker identifica-
tion credential has taken years to get off the ground, and it is un-
clear when it will be actually operational. In the meantime, the
ports need to be able to identify who the drivers are in case there
is a problem.

The Clean Trucks Program will enable them to register drivers
and require companies to be held responsible for their workforce.

While the San Pedro ports are the first ports in the United
States to address port truck pollution, they are not the first in
North America to enact a licensed program to stabilize the indus-
try. In 1999, the Vancouver Port Authority, Vancouver, Canada,
enacted a truck licensing program that restricts access to trucking
companies that have obtained a license from the port—to only
trucking companies that have obtained a license from the port.

The Vancouver Port Authority credits its current workforce sta-
bility to a mandatory licensing system for trucking companies
doing business at the ports that hire employees. The truck industry
in Canada has accepted this business model without litigation. Fur-
ther, the port is now phasing in truck standards to clean up the
fleet.

In the face of the unreasonable efforts by the American Trucking
Association to block the enactment of the Ports Clean Trucks Pro-
gram, the Teamsters Union urges the Committee to provide what-
ever support it can to ensure the successful implementation of the
Los Angeles Clean Trucks Program for the health of our commu-
nities, the workers at the ports, and for the future health of our
economy.

Thank you, Mr. Chairman, and I have this pay stub in case you
would care to see it.

Mr. CuMMINGS. I would love to see that. Please.

Mr. Pettit.

Mr. PETITT. Thank you. Good afternoon, Mr. Chairman, and
Members of the Subcommittee. Thank you for the chance to share
my views on port development and the environment in Southern
California.

My name is David Pettit. I am a senior attorney for the Natural
Resources Defense Council and I am director of NRDC’s Southern
California Air Program.

I have to say as a lawyer, when I face a panel of seven, they are
usually wearing robes, and I seldom have a chance to get a sen-
tence out.

Mr. CUMMINGS. Is your mike on?

Mr. PETITT. It is on. I seldom get a chance to get a sentence out
before I get questions.

So what I would like to do is respond to some of the questions
and remarks that I have heard from the panel this morning.

Starting with Congresswoman Solis, you asked about the EJ
communities, and what is the effect on those communities of what
is happening in the ports.

I have a graphic here that I would like to show you.

Courtesy of Google Earth, we have a graphic that shows all of
the so-called sensitive receptors within 5 miles of a huge proposed
project that the Port of Los Angeles calls the China Shipping
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Project. And you can see that they are color-coded, so we tried to
show all of the schools and medical facilities, nursing homes and
the like, and as you can see there are a lot of them. As you know,
these communities that are near our ports are largely working
class communities of color. These are NRDC’s clients. These are
our clients who we attempt to represent.

In the law suit that the American Trucking Association has filed,
we have moved to intervene with a couple of our environmental
partners, in order to defend and represent the health interests of
these people as well as try to defend both ports clean trucking
plants.

Ms. RICHARDSON. Mr. Chairman, I would like to ask that this be
made a part of the record.

Mr. CUMMINGS. So ordered.

Mr. PETITT. Thank you. And in the written testimony I have sub-
mitted, there is a small version of the same chart.

Congressman Rohrabacher, you asked a very good question. But
why is it that an older truck that can meet these new standards,
why do we kick that truck out? And there is a legalistic answer to
that, and that is, under the Clean Air Act, when local jurisdictions
start setting emission limits they get in trouble.

NRDC recently lost a law suit that I participated in, having to
do with the ability of the State of California to do just that, to set
emission standards. That is how the court viewed it, anyhow, for
marine fuel in auxiliary engines, and the 9th Circuit said no, you
can’t do that because it is preempted by the Clean Air Act. You
have to go ask EPA first and maybe they will let you and maybe
they won’t.

So for the ports here to say, well, any truck that meets this limit
can come in, in my view, that is subject to litigation. As I said, our
recent experience on that is not good.

If you just say okay, a truck that is earlier than X year, that le-
gally is a use restriction, not an emissions limit, it may seem like
a crazy distinction but it is one that works. So the ports are on
firm legal ground doing that and would be on shaky ground, at
least in my view, if they said okay, if you meet a certain emissions
limit, then you are okay. I should say, having said that, though,
when the first part of the clean trucks ban goes into effect this Oc-
tober, 50 percent of all the truck-related diesel pollution will go
away overnight. Overnight.

So the people who live in the communities that you saw on that
big charge, they will breathe better overnight, when that first ban
goes into effect, and that is because the oldest trucks have a much
higher percentage of the total truck pollution than you would think
if you just did some sort of linear analysis.

You get a similar result with the clean marine fuel programs
that Dr. Knatz and Mr. Steinke were talking about. It is voluntary
now but when the big ships, when they tie up at dock, mostly they
run their auxiliary engines 24/7.

So it takes like three days to load or unload a ship. You are talk-
ing about the pollution equivalent of a million cars, a million cars,
and when you go to the cleaner sulfur fuel, 80 percent of that goes
away overnight, and that is a result that, again, the people in those
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communities near the ports are going to see literally overnight,
when those improvements go into effect.

With respect to the clean trucks plan—oh, the other point I
wanted to make, Congress Rohrabacher, is in terms of technology.
It is NRDC’s view that we try to sponsor a result, not a technology.
I don’t care what it takes to get clean air in this area. If I could
stand on my head and that would clean up the air, that will be fine
with me. If it is maglev, if it is, you know, electric guideways, if
it is electric trucks, it doesn’t matter to me, it doesn’t matter to us
what it is as long as this problem gets fixed.

The Port of LA has recently rolled out an electric drayage truck
which has a lot of promise, and I am hoping that we are going to
see at least some of those on the road, literally, within the next
year or so.

Chairman Cummings, you had remarks about a regional ap-
proach. I completely agree with that. The pollution doesn’t respect
city or county boundaries. It goes wherever it goes. Much of it
starts here at our ports, it flows into the inland empire. If you look
at the studies that our local air board has done, AQMD, they have
maps that shows where the pollution is worse, where the cancer
risk is worse in our area.

There is a huge cluster right at the ports, and then it goes right
up the goods movement routes. If you look at the 710, which I
drove on getting here, and some of you may have driven on, that
is the worst of any of the throughways that the trucks or trains go
on, in terms of the cancer risk for the people who live near it.

And that kind of risk is exactly what the Clean Trucks Program
is designed to fix. And let me just conclude by saying that in my
view, you can’t fix that, the Clean Trucks Program, without the
container fee, and the reason for that is the new trucks are really
expensive. They are about 150- to $175,000 each for a 2007 EPA-
compliant truck, and as Mr. Mack has said, given the economics of
the poor truckers right now, they can’t afford that.

If you have a gentleman who is making $30,000 a year, on aver-
age, and that is before the recent spike in diesel fuel, that person
doesn’t have $150,000 for a new truck. That person is not going to
be able to get financing from the bank to go out and buy one of
those new trucks.

And so if we talk about a national standard for having new
trucks, we need to say, okay, nationally, no one’s driving pre-1989
anymore, that is great, except then I think we have to confront
squarely the issue of how are we going to pay for the new trucks
to replace the lost cargo volume from those old trucks?

And the Port of LA and the Port of Long Beach have come up
with a way to do that, with container fees, and NRDC fully sup-
ports that. Thank you very much.

Mr. CUMMINGS. Thank you very much.

Ms. Warren.

Ms. WARREN. Good afternoon, Mr. Chairman and Members of the
Subcommittee. My name is Elizabeth Warren and I am the execu-
tive director of FuturePorts.

Thank you for the opportunity to address the Subcommittee this
afternoon.
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We have nearly 60 member communities and partnering organi-
zations, and we have at least two things in common. One is a vest-
ed interest in the economic performance of our ports of LA and
Long Beach. The other is that we all believe in the need for clean
air. We all live here and we are all part of the community.

We believe that by growing our ports, we can advance economic
performance while concurrently improving our environment by
cleaning the air. This will not be easy nor inexpensive.

How we achieve this and how we pay for it in an equitable and
economically-sustainable manner is where the discussion and the
dialogue needs to occur.

We fervently believe that doing nothing is not an option, and to
clean our ports, we must simultaneously and continuously grow,
while growing green.

Recently, the ports released their 2006 emissions inventories,
and although there were increases in emissions over the 2005 lev-
els, emissions on the per TEU basis were down. The benefits of
many of the adopted programs, which were not in existence in
2006, are now being realized. Increased use of rail, which is two
to three times more efficient than trucks has been a significant fac-
tor in this reduction.

I have attached in my written testimony a factsheet from the
California Resources Board summarizing many initiatives. Some of
those are voluntary. There are also voluntary and incentive-based
programs like the PierPASS Offpeak Program and the voluntary
replacement of cargo handling equipment with newer cleaner
equipment, installation of retrofit devices, and use of cleaner fuels.

Other voluntary action includes vessel speed reduction programs
and use of shore power.

The success of these voluntary programs to cut pollution is high-
ly encouraging. When the ports and business work together on air
pollution problems from specific sources, we see dramatic results.

With respect to the trucks, we have urged the ports and elected
officials to focus on implementing a truck plan that has considered
the legal implications of the port actions to mandate certain restric-
tions on the trucking industry. Business cannot function with the
level of uncertainty that is currently occurring.

We believe our first priority is to implement a sustainable air
quality improvement program, with the highest emphasis on im-
provements that can be implemented in a timely manner, such as
the truck replacement program.

Regarding container fees, we are aware of the many fees that are
currently in place and being proposed at the local, state and federal
level. We have many concerns about how these fees are being pro-
posed and implemented, the potential unintended consequences of
these fees. I don’t mean to say that industry opposes fees.

Some fees, like the PierPASS in Alameda Corridor provide bene-
fits. But user fees should be differentiated from the legislated fees.
If fees are levied, they should be applied to specific projects that
are identified, the account must be protected for use for the specific
project for which it was intended, and there should be a sunset on
the fee once the project is complete.

Industry needs to see a return on that fees investment. Projects
should be prioritized as those that will increase efficiencies while
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reducing emissions, therefore creating a win-win situation for the
ports, the businesses, and the community.

We are also concerned that not enough analysis has been given
to the overall number of fees, and total amount being levied
against shippers. A summary of the various adopted and proposed
fees is attached.

There is a threshold that will drive business away, creating unin-
tended consequences of inefficiencies, emission increases, loss of
jobs, and economic harm.

We used to think that cargo volume at our ports could never be
diverted in the numbers that it is today.

Today, we have significant declines and our concern is that once
the cargo is gone, it will never return. It is just like the water that
it travels on. It will seek and find the path of least resistance.

Billions of dollars of investment in new green terminals have
gone to Houston, Jacksonville, Canada, Savannah, and all of this
is because of the uncertainty facing Southern California. Those bil-
lions of dollars could have been invested here, creating state-of-the-
art terminals that operate more efficiently, provide thousands of
good jobs, and pump up the regional and local economy.

We are no longer any shipper’s first or only choice. We are one
of many choices, and more often now we are coming into the last
choice because of uncertainty and costs.

We believe that quality of life begins with a job. Community
leader, Father Boyle, from HomeBoy Industries, needs to be
quoted. “Nothing stops a bullet like a job.” We have many construc-
tion projects waiting to be approved that would provide the boost
to the economy that we need, and will also clean the air. Projects
that achieve environmental benefits, increase port capacity and
generate jobs must proceed as quickly as possible, and not be over-
burdened by uncertainty and expense.

So thank you for the opportunity to address the Subcommittee
today. We look forward to continuing our dialogue with you and
look forward to any questions.

Mr. CuMMINGS. I want to thank you all for your testimony. I was
very moved by some of the things that were said about the health
of people. I think so often what happens is that we are so busy try-
ing to make business run and do well, that the health of people is
sort of put to the side. I have seen a lot of that in my city. As a
young boy I worked at Bethlehem Steel in the summers, and a lot
of the people I worked with, older men, inhaled all kinds of fumes
and died early, and went through a lot of pain.

And I think that, you know, as I listened to you, Mr. Mack and
Mr. Pettit, I was just thinking that we do have to balance the con-
cerns that you rightfully bring up, Ms. Warren, with the health
and safety, and it is good to hear our union folks talking about
that, because I think it is so very, very important. I often say we
have one life to live, this is no dress rehearsal, and this is the life,
and there are too many people whose lives are ending poorly.

So I am going to go straight to Ms. Richardson and then we will
go to Mr. Rohrabacher.

Ms. RICHARDSON. Thank you, Mr. Chairman.

Interestingly, a report that was made to the Los Angeles Board
of Harbor Commissioners on March 6, 2008, the Boston Consulting
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group suggested that if, as happens, the Port of Los Angeles and
Long Beach adopt different clean truck programs, there is a risk
that a volume of containers and supply of truckers could divert
from Los Angeles to Long Beach.

Ms. Warner, could you share your thoughts, if you think that
that in fact would happen. The question is do you think that the
traffic would divert completely to Los Angeles instead of Long
Beach, given the difference of the two programs?

Ms. WARREN. We haven’t fully reviewed all of the implications of
the truck plans as far as the diversion from one port to another,
although I think that it would be fair to say that if a trucking com-
pany can only operate in one port or the other, there would be in-
creased levels of complications for them to do their work. They
would not be able to work in both ports, if there are two different
plans, unless they are, I guess, the concession. So that is not really
an area that our board of directors has really focused on.

We are really more concerned with getting a plan that’s legally
defensible, that can move forward, and not cause those diversions,
not only to other port but other parts of the country, by causing
uncertainty.

Ms. RICHARDSON. If I understand your testimony correctly, you
said that the primary concern is the uncertainty in cost, and if in
fact there was a program that had specific projects, that the fund-
ing was protected, that there was a sunset clause in it and that the
projects would be prioritized, that there would be support in the in-
dustry for such a program. Did I summarize your thoughts cor-
rectly?

Ms. WARREN. Yes. They would like to have input on that, they
would like to be brought to the table, but those are all areas that
they had big concerns with when it comes to the different fees.

Ms. RICHARDSON. And Ms. Warren, could you, for the record,
state, is your membership of your organization more on the retail
side, the shipping side? Would you describe your membership.

Ms. WARREN. We have a very unique and diverse membership.
We really represent the entire supply chain, so we don’t have more
than one group of another. We have transportation providers. We
have marine terminal operators. We have labor. We have consult-
ants, construction companies. Really, any company, any type of
business that operates or depends on the ports for their business,
is a candidate for membership in FuturePorts, if they have a con-
cern at the ports.

Ms. RICHARDSON. So then some of the discussion that was had
before your testimony, there was much discussion about whether
the consumer should pay for this, the shippers, the cargo owner,
etcetera. What are your thoughts, since you have members that are
in all those areas? What would you anticipate the reaction would
be, if it was more spread across the board, particularly in a na-
tional scenario?

Ms. WARREN. We have, as I mentioned, we have a very broad,
diverse—and it is a very complicated issue, because what benefits
one may not be as beneficial to another.

So I think that because of the complexity of that issue, we are
not going to be able to solve that in five minutes today, but I think
that there would be a way for all of those members to come to-
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gether and work on that issue, and to be able to solve some of these
concerns.

We have done it, we have proof that we have done it on other
issues, so we have confidence that if we come to the table, we have
a chance to discuss this, we can solve some of those issues.

Ms. RICHARDSON. Well, I look forward to those conversations.

Mr. Pettit, much of the discussion has focused on the shortfall of
the Federal Highway Tax Fund and the need to supplement the
federal gas tax. However, no doubt, clearly, the air quality is a
driving force in this whole discussion.

How many large ports, would you say nationwide, would you es-
timate, and what percentage have this type of serious air quality
situation that would require a more nationwide consideration?

Mr. PETITT. Well, Congresswoman Richardson, all of the major
ports have pollution problems similar to ours, here, in Los Angeles,
where you have diesel equipment, where you have diesel-powered
ships and trucks you are going to have the same emission issues.
Here, in LA, as you probably know, we have the dirtiest air in the
country.

So what is exacerbated here with the total that people are
breathing is worse than anywhere else in the country. I can’t say—
I mean, I have been to Baltimore, the weather was beautiful when
I was there. I don’t know, you know, what the air quality is like,
in general. But here, we have just an awful problem, and we have
the worst problem in the United States.

But you shouldn’t think that the problem of the actual emissions
from the trucks and trains—from the trucks and ships is different
than any other port, because it is not.

Ms. RICHARDSON. And Mr. Chairman, could I just do one last
question, and Mr. Mack, if you could be very brief.

In your opinion, do you feel that a port truck driver could in fact
afford to replace their truck in the scenario of the Long Beach pro-
gram?

Mr. MAcK. I don’t think so. I think it would be very, very dif-
ficult to do that, given the current economic circumstances, and
just having to come up with 20-, 30-, 40-, 50-, $75,000, whatever
it would be, I think is going to be very, very tough to do. And if
it is laid on the drivers, we are going to run into the same prob-
lems that we have today. As Ms. Knatz said, Dr. Knatz said, a few
years down the road, of having to replace the equipment again,
where drivers don’t have the economic wherewithal, where they
don’t have the capital, one of two things has to happen.

They have got to find a way to get it, or taxpayers again are
going to be called upon to basically subsidize the industry.

Ms. RICHARDSON. Mr. Chairman, I would like to revisit that an-
swer compared to, I remember reading something about a lease
program and the whole thing with the vehicle. So we will revisit
that and I will make sure it gets back into the record. Thank you,
sir. Thank you, Mr. Chairman.

Mr. CuMMINGS. Thank you very much.

Mr. Rohrabacher.

Mr. ROHRABACHER. Thank you very much, Mr. Chairman. Thank
you for coming here today and holding this hearing, and again,
thanks to Laura for being the prime, I would say inspiration, and
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I think this has been a great discussion. I think this is just the
type of public discussion that we have needed on this issue.

We have raised a lot of issues that I think will continue to be
discussed because of this hearing. So thank you very much. Let me
go on record, first, before I get to my questions, as saying that I
do not, in any way, begrudge the Teamsters Union or Longshore-
men Union, or any other union for trying to get their hands on
more money for their members.

There is a lot of money being made in this business of trans-
porting goods from overseas, letting these manufacturers close
their plants in the United States, manufacture overseas. There is
a lot of money being made in that whole scenario, bringing it into
our market, and a lot of the money being made is made on the
shipping side of that, and if Teamsters can make more money, if,
individually, Americans, Teamsters, or Longshoremen, I don’t be-
grudge them that.

With that said, it is not the purpose of regulation by our Govern-
ment to basically deliver goods in any other way except to make
it the most efficient, to have regulations so that we have the most
efficient delivery of goods, goods that are safely delivered, goods
that are basically consistent with the public health. That is what
our concern is.

Now how you organize it over there, and quite frankly, one of our
witnesses stated that the purpose, that they are going to be build-
ing, I think it was Ms. Knatz, a more efficient trucking industry.

Well, our goal here is not to increase membership in the Team-
sters union and it is not even here to build a better trucking indus-
try. The fact is taking goods from our ports, by truck, to the inland
empire, where they are picked up by rail, is ancient history. It is
outdated. It is not good for the public health, and it is not cost-ef-
fective in terms of use of scarce resources like oil and gas.

This is something that we have to try to change, and evolve out
of that dependency. That is yesterday. We need to build a better
tomorrow, not based on what is good for the Teamsters, not what
is good for the trucking industry, but what is good for the people
of the United States at large, and especially here, in Southern Cali-
fornia. That is what we are trying to do.

In terms of our actual, the first step here, we heard about today
this Clean Trucks Program, I would submit to you that this idea
that—well, the EPA, there is just some regulation there that gets
in the way of this, thus just setting a very strict emission standard,
and enforcing that standard is not the answer, we have to come
and give the specific solutions that happen to benefit people like
the Teamsters Union.

The fact is that that didn’t just happen. I mean, this is part of
the whole ball of wax of how these decisions are made, and, in the
end, we didn’t have a strict emissions standard, and certain people
benefited, people who sell trucks and the Teamsters Union, and
people who want to keep us dependent on trucks rather than trying
to create a new system of transportation for containers, that will
be clean and efficient, and eliminate these problems that we have
been talking about today.

Now, again, I am not begrudging the Teamsters Union for that
at all. I think that union people should get not only their cut of
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the pie, but as we move forward, there are a lot of other people get-
ting a lot of profits. Let’s make sure our working people get those
profits as well.

But not in maintaining a system that is out of date, and so out
of date it is hurting the health of our people.

By the way, I would just say this. That, as I say, shipping by
truck is bad for the economy, it is wasteful for energy. Shipping by
truck, as we have heard today, is bad or the public health, and
shipping by truck causes congestion which exacerbates all the other
problems.

Mr. Pettit, this would be a example of the ships that you are
lauding, that we set these standards for those ships, but we would
say, no, you have to have a new ship. That is this new truck pro-
gram, or Clean Trucks Program. It is not a Clean Trucks Program.
This is a new truck program, just like it wouldn’t be a clean ship
into the port program. It would be a new ship program, if that is
what we demanded, and I do not accept the explanation, that there
is some unsolvable EPA malaise up there, bureaucratic malaise.
That was never even challenged from what I know.

Now Mr. Pettit, were there challenges to those impediments
made before we decided to go with this very expensive program for
new trucks?

Mr. PETITT. Well, I can say we lost—NRDC participated in losing
a law suit on——

Mr. ROHRABACHER. No; no. By this industry. When we moved for-
ward, did the ports attempt to go to the EPA and challenge those
EPA regulations and challenge them in court if necessary?

Mr. PETITT. No.

Mr. ROHRABACHER. No.

Mr. PETITT. I think they did not.

Mr. ROHRABACHER. That is the answer. Thank you.

And I only have a couple seconds, in fact I am out of time now.
I would like to again thank you, Mr. Chairman, and thank you to
all those who participated today.

We have the technological capability to solve this problem. If we
aren’t hampered by very powerful interest groups, both union and
management interest groups, we can make a better tomorrow for
Southern California. But we have got to make sure we are honest
with ourselves, and we use the new technology and set high stand-
ards to protect our people, and let the technology and the
innovators solve it.

Thank you very much, Mr. Chairman.

Mr. CUMMINGS. Thank you very much.

Ms. Napolitano.

Ms. NAPOLITANO. Thank you, Mr. Chair, and I certainly also add
my thanks to you for taking on this issue to the local area.

Mr. Pettit, back in the last Olympics that were held in Southern
California, trucking went to nighttime delivery. Remember that?

Mr. PETITT. Yes. I do.

Ms. NAPOLITANO. And a lot of pollution was cleared up. Actually,
it was meant to clear transportation for tourism. And since I have
been in Southern California back in the late fifties, there has been
a great change in the pollution of California, and that is why we
have additional taxes on our fuel. And that has helped.



49

Yet we continue, because of our growth, or because we have been
lax in certain areas, continue to have more and more pollution. Is
it enforcement? Is it political will?

One of my cities, not too long ago, was named the most polluted
city in California. It had a lot of trucking companies there, and we
started a program—not started, but we were able to get a program
to be able to replace the engines.

What is it that can happen, that we need to—is it informing the
general public? Putting pressure on state, federal agencies? Getting
some of these persons who are a part of the problem, to start help-
ing clear the problem, in other words, to be able to have the health
care costs become a part of the burden of doing business, a part
of cost of doing business. Would you answer.

Mr. PETITT. Yes. Thank you. I think the root of the problem that
you are referring to is in growth, both population growth and in
trade growth. Vehicle miles traveled or VMT, as it is often called,
has been rising at a faster rate than the rise in population all
throughout the country. That means there are more of us and we
are driving even more than we used to.

I think a simple answer to that, I mean simple technologically,
but it has been difficult to get through Congress, is to raise the
CAFE standards even more than they were recently raised, and to
find ways, perhaps in the new transportation bill, to incentivize
people to get out of their cars and to use public transit.

And in terms of the growth in cargo, I mean we all—it has just
exploded, here, on the West Coast in the last 10 years, and, you
know, probably all of us are wearing, right now, something that
was made in China, maybe with cotton that’s raised in Texas, that
is shipped over there, and then manufactured and shipped back
here, cheaper than it could be manufactured and sent, you know,
just down the street.

And just the volume of that, and the fact that it is transported
every step of the way by outdated diesel technology, that is what,
in connection, even more so I think than the increase in passenger
travel, is making cities in Southern California the most polluted in
the country.

And I agree with Congressman Rohrabacher, that we need tech-
nological solutions to that, and there are a lot of things that both
exist right now and are on the drawing board, that can help fix
that, and I just think we need the political and moral will to do
it, and I am hoping that you folks can help with that.

Ms. NApoLITANO. Well, also, if you will remember, it was found
that truck driving at nighttime reduced a lot of the pollution sim-
ply because of the effect of the carcinogens, the sun hitting them
1a’llnd converting them quicker than at nighttime. They weren’t as

eavy.

Mr. PETITT. Reduced the ozone, that is right, because ozone
needs sunlight in order to form.

Ms. NAPOLITANO. Correct.

Ms. Warren, in your organization, is the taxpayer, consumer rep-
resented?

Ms. WARREN. The taxpayer and consumer would be represented
by us as members of the community, and members of—I mean, I
am a taxpayer and I am a consumer.



50

Ms. NAPOLITANO. No. I am talking about rank and file, individ-
uals who have—it is Joe Blow from the city has no position any-
where, other than he has concerns about his family or his commu-
nity.

Ms. WARREN. He would be more than welcome to contact me——

Ms. NAPOLITANO. The answer is no, you do not have any.

Ms. WARREN. We are a membership-based organization, so there
are membership dues. We do have a level for individuals to join.
We are a relatively new organization, so no one has joined at that
level yet, but we would hope that someone would be interested in
doing that.

Ms. NAPOLITANO. But do you advertise it as such?

Ms. WARREN. We are—it is posted on our Web site, that there
is an individual membership, on our membership dues on our Web
site.

Ms. NAPOLITANO. Because if you are going to take it, the overall
picture, you also have to list the taxpayer, and I'm not talking
about those that pay taxes that are business people that belong to
the organization. I am talking about those that are nowhere in-
cluded, whether it is political, or business or labor, or anything
other than a concerned citizen, in other words.

Ms. WARREN. We started off as an organization that was started
by business people. They had concerns about their business, and
the future of their business, and that is how we were started.
Again, we are relatively new, we are just a couple of years old, so
hopefully, as we grow, as our budget increases for advertising and
for more outreach, we would hope to include that.

Ms. NAPOLITANO. But is that local businesses in California? Is
that foreign companies?

Ms. WARREN. They are—I am sure that some of them operate
overseas, but most of them are based here in California, or they do
operate throughout the country.

Ms. NAPOLITANO. Okay. There are some claims that not one port-
approved CEQA, environmental impact report was legal. Anybody
have an answer to that. I mean, you know, things do get out of
hand sometimes; but is there truth to that?

Mr. PETITT. Well, I think that is too broad a statement. I think
my friend, Mr. Marquez, may have said that, and I don’t totally
agree with that, and, you know, at the end of the day, what is legal
under CEQA is up to the judge. But we have—I mean, NRDC has
challenged a number of projects under CEQA, and the one that
went all the way to trial, we won, and the judge, the Court of Ap-
peal did say that this EIR was illegal in the First China Shipping
Project, and that changed a whole lot of things at the ports.

The ports are now undergoing an expansion boom. There is a lot
of EIRs under CEQA coming down the road, and we are looking at
all of them.

Ms. NAPOLITANO. Is there enough oversight over some of these
to be able to do an effective job?

Mr. PETITT. No. In my opinion, there is not.

Ms. NAPoLITANO. Explain.

Mr. PETITT. Well, the Southern California air team at NRDC is
three lawyers, myself and two of my colleagues, and there is really
only so much that we can do, and in terms of the legal oversight,
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if you will, from community groups, of the EIRs at our ports—this
may sound like bragging, but I think the fact is NRDC is pretty
much the only game in town. And so if we are not doing it, it is
not getting done. It would be great if we had more ability, and we
could look in more depth—some of these EIRs now are 6000 pages,
and, you know, you have a limited time to comment. There is only
so much that a person could do.

Ms. NAPOLITANO. Thank you.

Mr. Mack, any comments?

Mr. MAcCk. Well, I had a couple of comments here, mainly in re-
sponse to Congressman Rohrabacher. We appreciate that oppor-
tunity to negotiate contracts and do the best that we can for our
members, and generally, overall, we have been pretty successful.

But what we are talking about here, for drivers, is not a pro-
gram—and it has been misconstrued, and sometimes inten-
tionally—not a program that is going to organize the port truck
drivers for the Teamsters.

What we are talking about is putting a model in place that gives
the drivers the right to decide whether they want to belong to a
union or not. And then if they decide they want to belong, they
have the right, then, to collectively bargain.

Under the Sherman Antitrust Act—I am not an attorney—one
caveat—but under the Sherman Antitrust Act, two drivers, two
port drivers, immigrant truck drivers, get together and talk about
how they are being victimized and taken advantage of, and talk
about anything that would increase or improve the rates, and then
propose a stoppage to get more money, they would be in violation
of the Sherman Antitrust Act.

And the only thing that changes that around is to change the
model, and to allow those drivers, like almost every other driver in
this country, to belong to a union.

Quite frankly, what we have in place with port trucking is a
scam. It is nothing more than a scam. It is an idea that was con-
ceived after truck deregulation to insulate the industry drivers
from being organized, making them independent contractors, be-
cause then they had no power, they had no ability to bargain collec-
tively, and it allowed the giant retailers like Walmart, Target,
Lowe’s, Home Depot and the rest of them, to continue to depress
the transportation cost so they could maximize their profits.

When we talk about what we are doing here, is not to promote
trucking alone. Hey, we will take members, obviously. But we are
in league here with the environmental community and the ports.
We have come to the conclusion that if we don’t step up, as a labor
organization, to change the environment, we are not going to be
able to make the necessary changes that need to be made in our
communities, and there are communities where our members live,
there are communities where they work every day with those
trucks, and they are subject to that kind of pollution.

So we are very interested, and very committed to this environ-
mental approach as we go forward, cleaning up the air, making it
better than it is right now.

Now for those, and the suggestion that trucks may be outdated,
let me say this. The Brotherhood of Locomotive Engineers and the
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Brotherhood of Maintenance of Way Employees recently affiliated
with the Teamsters Union.

So now we have not only the trucks but we have got the rail too.

Ms. NAPOLITANO. Thank you. And Mr. Chairman, just not too
long ago, less than 10 years ago, independent truck drivers were
being scammed by the insurance industry here in the ports, be-
cause I remember several rallies and trying to get them—the insur-
ance would issue kind of a blank number, and if they were stopped
there was none existent. So it was a lot of other kind of fraud going
on at the time, and so I have great concerns.

We want to be sure that they have adequate pay, so that they
can not have a $1.76 left out of their pay. Thank you very much
again, and thank you, gentlemen.

Mr. CUMMINGS. Let me just say to the Members of Congress who
came today. I want to thank you very much. We hold these hear-
ings all over the country and this is the best participation of Mem-
bers that we have had, and I really appreciate you all being here,
even the two that had to leave just a little bit early, but they
stayed 95 percent of the time, and so I really appreciate that.

I also want to take a moment to thank Ms. Richardson, because
without her, this hearing would not have been held. I want to
thank her again for her leadership, and she may have some closing
words, and then I will close out the hearing.

Ms. Richardson, I yield to you.

Ms. RICHARDSON. Thank you, Mr. Chairman. Thank you for
those very kind comments, and I would also like to thank my col-
leagues, Mr. Rohrabacher, Ms. Solis, Ms. Napolitano, Mr. Filner,
and of course you, Mr. Chairman.

People have no idea, being a Member of Congress, a lot of people
talk about what we do and what we don’t do, but what I would like
to share with the public is in my nine short months, people have
no idea how committed the Members of Congress are to do the best
that we can, and that’s evident by the fact that all these individ-
uals you see here could be doing other things, we’re in our district
work period but they chose to discuss the most important economic
issue in the nation today, and so for that, we are all very grateful.

Mr. Chairman, thank you for assisting me with Chairman Ober-
star, getting this done. I think now we have a lot to report back
when we go back to Washington. Many questions that have been
said, I think now we will have sufficient input and information,
that we can go back and be true role models and active in this
whole process as it rolls out.

Also, I would like to thank the harbor commissioners who were
here today. I see three of them that are still here, from the Long
Beach area. We thank you for your kindness. And also to the port,
both the Port of Los Angeles and Long Beach, but in particular, the
Port of Long Beach for hosting us here, allowing us to be a part
of this discussion and being willing to work with us.

To the T&I staff, I want to say a special thank you to Mike,
Elisa, and Christie. To the port staff, Samara Domininika and
Sharon and Maricella, thank you. We could not have pulled this
off. The Chairman said how great it was, and he is right. This is
pretty unique, to do such an incredible job, let alone the short time
frame that we had.
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And finally, I want to thank the staff that I work with, and I say
work with. That they don’t work for me, they work with me. For
the short time that we have been together, Kim, my chief of staff,
Matt Chiller who is here, Alex, William, Rosa, Tim, Dazha Genet
and Henry—you guys have been amazing.

As I close, I brought, in the true Long Beach fashion, something
that we have that is pretty significant—well, it’s representative of
who we are here. We have that for each of the Members.

And then finally, if you would indulge me, Mr. Chairman, I have
something special for a staff member of mine. His wife is expecting
in eight weeks. We had much questions of whether he would actu-
ally be able to come and participate, but as our deputy chief of staff
and leg. director, he was committed and that is how strongly he
felt about this issue.

So from all of us, we have a little baby outfit.

Mr. ROHRABACHER. I have got lots of extra baby outfits in my
house, if he needs them.

Ms. RICHARDSON. And the baby outfit says: This is how I roll. So
welcome Baby Chiller to our family. Thank you very much.

[Applause.]

Mr. CUMMINGS. Let me close out now. I just want to make sure
we have put all of this in context, and I often tell the story about
how I was practicing law for a while, and I had a big settlement,
and I went to my father, who only had a 4th grade education, was
a former sharecropper. And I said dad, I have got this big, big
problem. I don’t know how to solve it. He said what is the problem?
I said, well, I just won this big case and I am trying to figure out
whether to get an Acura or a Mercedes. And he said I wish I had
your problem.

The reason why I say that is that I think we have to under-
stand—I think Ms. Napolitano recited the history of all of this. It
has taken a while for all of us to get here. But we are here. I mean,
I think that is what we have got to keep in mind.

You have come a long way. And I know that she said is so true.
That a lot of people, pressure was coming from here, a lot of discus-
sions, probably people who didn’t, never dreamed that you would
get to this point. And I have got to tell you, that if you look at it
from a football analogy, I think you are about on the 10 yard line,
and you have got about 10 yards to go.

But the fact is is that you have come a long way, and the ques-
tion now is is how are we going to get over the goal line. And peo-
ple will differ as to how to go about it. Others will differ as to how
t}f}e{l want to handle the issues, where the money should go and all
of that.

But let us not lose sight of this is our watch. This is our watch,
and we have a duty to create an environment which is better than
the one that we found when we came upon this Earth, or got into
the offices that we are in. That is why I was so moved by the testi-
mony with regard to the health of people. Sometimes I think we
forget about, you know, that these folks are working hard. They are
working every day, and they are giving their blood, their sweat,
their tears, and then they end up, sometimes at 40, 45, you know,
even earlier sometimes, in terrible condition because of certain con-
ditions.
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So I think the issue here is we are trying to balance making sure
our ports are viable and strong, and on the other hand, we are try-
ing to make sure that we deal with this environment. And I am
telling you, this has been an eye-opening hearing for me, and I am
sure, as Ms. Richardson has said, it gives us a lot to take back.

How this will be a part, if at all, when we go in to do the new
ICE-TEA bill, as Ms. Napolitano was talking about, we are not
sure exactly how it will be affected by that.

But one thing is for sure. This is something that you have put
on the table, and you ought to be proud of it. I don’t want to see
you so caught up in our trying to figure out how we are going to
do everything, that we could get, that we are on the 10 yard line.

So I say that, as one who does not live in this region. And when
I read the testimony, when I have read the testimony, and I have
talked to my colleagues, and particularly Ms. Richardson, I tell
you, I can hardly get down the hall without her talking about this
1ssue.

But she says, over and over again, this is a very, very important
issue for all of us. And it is.

So to all of you, I want to thank every single person who took
up the time out of your busy schedules to be a part of this. This
is what democracy is all about. This is it. This is it. People can talk
about and say, oh, I want to be a part of—this is it, you are in it,
and you are participating.

And so if you have comments, we welcome those comments. Un-
fortunately, the way the hearing structure is, basically you just
have the Congress folks listening to our panelists and asking ques-
tions. But if you have things that you have heard here today, that
you want to share with us, please do, and let us take them into
consideration.

And to all of our witnesses, if you have additional things that
you want to comment on, please get those to us too.

Thank you very much. May God bless our great country.

[Whereupon, at 6:25 p.m., the Subcommittee was adjourned.]
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Opening Statement

Today, we convene the Subcommittee on Coast
Guard and Maritime Transportation to consider
the efforts of the Ports of Los Angeles and Long
Beach to generate the financing needed to
expand their infrastructure to meet the
increasing demands of global trade — while
working to reduce the release of the polluting air
emissions that result from all aspects of the

ports’ operations.

The need to provide infrastructure adequate to

accommodate transportation demand — while
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protecting our environment by reducing air
emissions — are central concerns of almost every
facet of transportation policy in this nation
today, including maritime and freight

transportation.

Because the Ports of Los Angeles and Long
Beach together comprise the largest port
complex in the United States — as well as the
largest single source of pollution in California’s
South Coast Air Quality Management District —
their efforts to respond to these two critical

challenges are of great interest to the
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Subcommittee as well as to ports throughout the

nation.

I thank Congresswoman Laura Richardson, who
requested this hearing to give the Subcommittee
the opportunity to see these issues first-hand. I
also commend her for her leadership on the
Subcommittee on issues pertaining to freight
transportation and for the dedication with which

she represents the interests of her constituents.

In an effort to generate additional capital to

finance needed infrastructure, the Ports of Los
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Angeles and Long Beach will begin assessing an
“infrastructure cargo” fee in 2009 that will be
expended on infrastructure improvement
projects intended to ease congestion around the
ports. The fees are expected to be $15 in 2009 —
but will fluctuate depending on the resource
needs of the projects to which the funding will

be directed.

Additionally, the State of California is
considering legislation that would impose a fee
of up to $30 per container passing through the

Ports of Los Angeles, Long Beach, and Oakland.
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Half of this funding would be directed to
infrastructure projects that contribute to
congestion relief while the other half would fund

projects to mitigate air pollution.

The need to generate income to pay for port
development has been a challenge for decades.
In 1986, for example, Congress established the
Harbor Maintenance Tax — which I note was
assessed on an ad valorum basis — to pay for
dredging projects but the application of this tax

to U.S. exports was eventually declared
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unconstitutional under the Constitution’s Export

Clause.

This ruling — and rulings in related cases
considering taxes and fees — are important
touchstones as we consider container fees and
other revenue generation mechanisms. We look
forward to examining this very complex issue in

more detail today.

In an effort to take decisive action to reduce
emissions from port-related activities, the State

of California, the Ports of Los Angeles and Long



61

Beach, and other partners have adopted the
ambitious San Pedro Bay Ports Clean Air Action

Plan.

This Plan is intended to reduce polluting
emissions from all facets of port operations,
including from vessels calling on the ports,
trucks providing drayage services at the ports,
and freight railroad and cargo handling

equipment operating at the ports.

The part of the Plan that has probably received

the most attention is the Clean Trucks program.
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Both the Port of Los Angeles and the Port of
Long Beach have adopted a Clean Trucks
program and the programs have many

similarities.

Both ports intend to assess a $35 fee on twenty-
foot equivalency unit containers, which will then
be utilized to support the replacement of
virtually the entire fleet of trucks currently
serving the ports with new clean trucks meeting

current emissions standards.
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Both ports will allow only licensed motor
carriers that enter into concession agreements
with the ports to provide drayage services at the

ports.

However, the Port of Los Angeles will phase in
a requirement over time that will allow only
individuals who are employees of the licensed
motor carrier concessionaires to serve that port —
while the Port of Long Beach will allow licensed
motor carrier concessionaires to dispatch
individuals who are either employees of the

carrier or owner-operators.

11



64

We look forward to the testimony of Mr.
Richard Steinke [STEIN-key], the Executive
Director of the Port of Long Beach, and Dr.
Geraldine Knatz, the Executive Director of the
Port of Los Angeles, regarding the efforts of
both ports to meet their infrastructure needs and
to combat air emissions. We also look forward
to discussing with them the container fee
programs that have been adopted at the Ports of
Los Angeles and Long Beach as well as the
ports’ decisions to adopt different models for

their Clean Trucks programs.
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The witnesses who will appear on our second
panel represent critical stakeholder groups
affected by the ports’ development and
financing plans, including the International
Brotherhood of Teamsters, the Natural
Resources Defense Council, and the members of
FuturePorts. We invited a number of other
stakeholder groups to join us today — but they
were unable to join due to scheduling and other
conflicts. Many of these groups have submitted
statements that will, without objection, be

included in the hearing record.

13
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Congresswoman Laura Richardson
Statement at Subcommittee on Coast Guard and
Maritime Transportation
Field Hearing on
“Port Development and the Environment at the
Ports of Los Angeles and Long Beach”
Monday, August 4%, 2008
Port of Long Beach, CA

Mr. Chairman, I want to thank you, Congresswoman Hilda
Solis, Congressman Dana Rohrabacher, Congressman Bob
Filner and Congresswoman Napolitano for holding this
timely Field Hearing on “Port Development and the

Environment at the Ports of Los Angeles and Long Beach”.

Sitting here today surrounded by the United States’ largest
port facilities, including both the Port of Long Beach and the
Port of Los Angeles, we are provided with a unique insight

of the daily operational challenges associated with quickly
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and efficiently moving goods throughout America and

abroad.

The ports’ impact on the local, regional and national
economies is extensive to say the least. As you will hear in
the testimonies today, these two ports move 45% of our
nation’s with an overall value of goods moving per year

through the Ports is a staggering $250 billion.

As a former Member of the City Council and State Assembly
for the last six years it became blatantly obvious that the
infrastructure that supports the port industries is aging,
deficient and unable to meet the current demands of

projected growth.
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In light of these facts, both the local (through the Ports of
Los Angeles and Long Beach), through state (Senator
Lowenthal) and several federal proposals it seemed
incumbent on me as a Member of the Transportation and
Infrastructure Committee to ensure a hearing was conducted
to validate the needs of a fee, understand the implications of
who pays for the fee, where should the fee’s be expended and
what mechanisms should be put in place to maintain the

public’s trust.

It is of great concern to this Committee that container fee’s
could be applied on the local, state and federal level with no
coordination and negatively impacting:

1. Goods movement in California

2. Affordability of products
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Given the rising prices for fuel and the dwindling amount of
revenue coming in from the federal gas tax, all levels of
government, including Congress must examine new and
creative ways of raising required capital to expand America’s
bridges, roadways and rail, while improving transportation

efficiency and capacity.

As Congress, the true keeper of “interstate commerce,”
evaluates these new solutions in the 110" Congress and
beyond, I applaud Chairmen Cummings and Oberstar for
coming directly to the communities most impacted to analyze

the information, obtain accurate input and provide the best
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transportation, infrastructure, environment and security the

American people so richly deserve.

Thank you, Mr. Chairman
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Subcommitte on Coast Guard and Maritime Transportation Hearing
on
“Port Development and the Environment at the Ports of Los Angeles and Long Beach”
August 4, 2008
Port of Long Beach, California
General Public Comment Form

5) Name: <Blank>
Address: <Blank>
E-mail Address: <Blank>

Get the detait on the payroll check. | don't think it is correct the deductions our for something not for the pay
period! The Port is trying to update itself not putting the funds for the damagers further out. The Port should

stop and get...
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Subcommittee on Coast Guard and Maritime Transportation
Hearing on “Port Development and the Environment at the Ports of Los
Angeles and Long Beach”

August 4, 2008
Port of Long Beach, California
General Public Comment Form*

Name:

Address:

E-mail Address:
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* These comments will be made part of the official record. Please hand in comments
before leaving. Thank you — Congresswoman Laura Richardsen.
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Subcommitte on Coast Guard and Maritime Transportation Hearing
on

“Port Development and the Environment at the Ports of Los Angeles and Long Beach”

August 4, 2008
Port of Long Beach, California
General Public Comment Form

4) Name: Steve Hinds

Address: CCDOTL

8300 State University Drive, Suite 220
Long Beach, CA 90815

(562) 985-2259

E-mail Address: shinds@csulb.edu

)

Pier Pass started with 12 million containers. At this time there are 16 million. 60% daytime and
40% night. The initial benefit was a day time reduction to 7.2 million. Today it is 9.6 million. At the
current rate we could expect to be at the same daytime rate (12 million) in 2-3 years. Essentially, it
provided a brief period of time that should have been used to find and implement a solution.
Unfortunately, that was not done. In the not too distant future, the night rate will be equivalent to
the daytime at the beginning. Currently 6.2 million at night. The numbers tell the story.

The Trucking Engine Program is not a solution — It is a mitigation. A solution applies to the whole
problem. The problem is related to 1) Throughput of containers 2) Congestion 3) Environment. The
truck engine program only mitigates environment only mitigates environment and fails to
accomplish anything with congestion and thoroughput. We need solution not mitigation.
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Subcommittee on Coast Guard and Maritime Transportation
Hearing on “Port Development and the Environment at the Ports of Los
Angeles and Long Beach”

August 4, 2008

Port of Long Beach, California
General Public Comment Form*
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* These comments will be made part of the official record. Please hand in comments
before leaving, Thank you — Congresswoman Laura Richardson,
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Subcommitte on Coast Guard and Maritime Transportation Hearing
on
“Port Development and the Environment at the Ports of Los Angeles and Long Beach”
August 4, 2008
Port of Long Beach, California
General Public Comment Form

10) Name: John V. Hummer

Address: Deputy secretary for goods movement, business, transportation and housing agency state of
California.
980 9 St. Suite 2450
Sacramento, Ca 95814

E-mail: jhummer@bth.ca.gov

Thank you for opportunity remarks. Please see attached printed comments.
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Subcommittee on Coast Guard and Maritime Transportation
Hearing on “Port Development and the Environment at the Ports of Los
Angeles and Long Beach”

August 4, 2008
Port of Long Beach, California
General Public Comment Form*

Name: .Jg}u\ V. Homme,
Address: %ﬁ’b‘pﬁ ﬁ%“ S'g},\ 3 Oﬂﬁ& MW/&QQ(/ 7;”’7%%

ﬂwwm‘zz/’ H 45 f/

E-mail Address:

Jhummere bih . ca-go)

* These comments will be made part of the official record. Please hand in comments
before leaving. Thank you — Congresswoman Laura Richardson.
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U.S. House of Representatives
Committee on Science and Technology
Subcommittee on Coast Guard and Maritime Transportation

Testimony of Mr. John Hummer
Monday, August 4, 2008
3:00 PM

My name is John Hummer; I am the Deputy Secretary of Goods Movement for the
California Business, Housing and Transportation Agency, a cabinet office of Governor
Schwarzenegger. 1 would like to extend warm regards from Secretary Dale Bonner and
from Caltrans Director Will Kempton who regrets that he could not be here today for this
hearing. I can assure you that the Business, Housing and Transportation Agency and
Caltrans have never been more focused on goods movement, and would like to thank
Congresswoman Richardson and the sub-committee for giving me the opportunity to
represent the interest of the State of California at this hearing.

California is the nation’s main gateway to Pacific Rim international trade. It is seeing
significant freight growth, highlighted by the forecast 210 percent increase in container
volumes between 2005 and 2030. Our transportation and environmental needs are huge,
including an initially estimated $47 billion for goods movement projects, and $6 -to-10
billion for environmental investments.

The United States and California face a freight/goods movement challenge, which must
be addressed if we are to remain a leading participant in the global economy, and if we
are to provide our citizens with mobility, jobs, and a quality environment. The nation
reaps significant benefits from this trade flowing through California. However, our
infrastructure and our environment suffer from significant impacts due to the movement
of this trade, including congestion, pollution, and reductions in our quality of life.
California is also a major producer and consumer of agricultural, commercial, industrial,
and other goods and materials. These domestic trade flows are also a key functional
component to the national economy, but with similar significant impacts.

However, it is through our seaports that we have seen the most significant growth. The
volume of containerized cargos coming through the Ports of Los Angeles, Long Beach,
and Oakland has increased 67 percent, from 1999 through 2005, from 9.9 million Twenty
Foot Equivalent Units (TEUs), to 16.5 million TEUs. This latter volume represented
more than 43 percent of all US continental containerized cargos. In its final draft,
Growth of California Ports: Opportunities and Challenges, the California Marine and
Intermodal Transportation System Advisory Council (CALMITSAC) estimates that these
volumes will increase to 40.2 million TEUs in 2020, and 51.2 million TEUs by 2030, a
210 percent increase over 2006 levels. In part, this volume reflects a change in our
national economy, where international trade comprised 13 percent of the Gross Domestic
Product in 1990, 26 percent in 2000, and is projected to increase to 35 percent in 2020, a
tripling over in just 30 years.

Page 1 of 6 Pages
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This growth is resulting in a sizeable unmet transportation, environmental, and economic
need. In the development of the Goods Movement Action Plan (GMAP), released in
January 2007, the California Business, Transportation and Housing Agency and
California Environmental Protection Agency identified a goods movement/trade
infrastructure need of $47 billion in major projects. Looking at it from a different
perspective, the CALMITSAC report estimates just port-related infrastructure needs at
over $20 billion. The California Air Resources Board, in its Emission Reduction Plan for
Ports and Goods Movement in California, estimates that current emissions from goods
movement activities, primarily due to diesel emissions, contribute to approximately 2,400
premature deaths, 2,000 hospital admissions due to heart ailments, 5,100 hospital
admissions due to acute lung ailments, and 62,000 cases of asthma and other serious
respiratory ailments annually. Environmental and community mitigation costs are
estimated at a conservative $6 to10 billion.

The Strategic Growth Plan and Proposition 1B

The Schwarzenegger Administration has responded forcefully to meet this challenge.

The Governor’s Strategic Growth Plan (SGP) calls for a $222 billion infrastructure
improvement program to fortify the state’s transportation system, education, housing, and
waterways. Achieving the outcomes identified in the SGP requires investing $107 billion
in transportation infrastructure alone during the next decade. This historic and
comprehensive transportation investment package is designed to decrease congestion,
improve travel times, and increase safety, while accommodating future growth in the
population and the economy. In November 2006, California voters approved $43 billion
in general obligation bond authority as the first installment of our vision to rebuild
California.

Proposition 1B, the largest of the voter-approve bond measures, provides $19.925 billion
for a variety of transportation programs that: reduce congestion, expand transportation
infrastructure to increase mobility of people and goods, improve safety and security for
travelers, and improve air quality. Proposition 1B contains twelve distinct categories of
investment all of which provide some form of goods movement benefit or community
and environmental mitigation. The $4.5 billion Corridor Mobility Improvement Account,
the $1 billion State Route 99 program, and the $2 billion State Transportation
Improvement Program are examples of programs that reduce congestion and aid the
movement of goods along our state highways. Proposition 1B also has dedicated funding
for to goods movement, specifically the $2 billion Trade Corridors Improvement Fund
(TCIF), the $1 billion Goods Movement Emission Reduction Program, and the $100
million Port, Harbor and Ferry Terminal Account.

TCIF funds are available to projects that increase capacity of truck corridors, expand our
freight rail system capacity, expand capacity or improve efficiency of marine ports, or
maximize access to federal border infrastructure funds. Based on a recommendation
from Secretary Bonner and Director Kempton, the California Transportation Commission
(CTC) has adopted a $3.1 billion program that utilizes the $2 billion from Proposition 1B,

Page 2 of 6 Pages
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$500 million from the State Highway Account and $600 million of future funds
anticipated from the next federal program, container fees or other available revenues.

The program adopted by the CTC includes 79 projects from throughout the state with a
total value of $8.4 billion. The $3.1 billion of state funds leverages $5.3 billion of
federal, local and private funds. The program in the Los Angeles / Inland Empire region
inctudes $1.65 billion from the TCIF with $3.3 billion of other funds. The infrastructure
projects include improvements at the San Pedro Bay ports, on state highway, freight rail
improvements, and twenty-nine grade separations along the Alameda-East Corridor as
community mitigation for the increasing number of trains servicing the ports. To be
eligible, projects must meet applicable environmental regulations and be ready for
construction by 2013. We expect $413 billion to be allocated to ready-to-go projects in
the upcoming state fiscal year.

The California Air Resources Board has already distributed $250 million of the $1 billion
available for the Goods Movement Emission Reduction Program. It is expected that $550
million will be made available to the Los Angeles / Inland Empire region through the
South Coast Air Quality Management District. Over $100 million has already been
allocated to the region to clean up trucks serving the ports and intermodal yards and
another $21 million for other trucks and locomotive switchers in the rail yards.

Funds from the California Office of Homeland Security Port, Harbor and Ferry Terminal
Account are available to California’s large, medium and small ports to protect our
borders and improve safety and security. The San Pedro Bay ports have received over
$18 million of the $40 million distributed last fiscal year.

The Schwarzenegger Administration, working in cooperation with our state Legislature,
local and regional transportation partners, business and industry leaders, and community
groups has taken these early steps towards improving the efficiency and effectiveness or
our goods movement infrastructure while simultaneously addressing the negative impacts
of these activities on our citizens. We now look to leverage the energy of the resulting
partnerships within California to present a united front and a unified message to make
sure California’s needs are addressed in the successor to SAFETEA-LU authorization
bill.

Federal Policy, Program and Financial Response

SAFETEA-LU made some inroads in support of goods movement by increasing project
eligibility for some programs, such as creating the dedicated Coordinated Border
Infrastructure Program, which provided $106 million for California and through
earmarked programs such as the High Priority Projects program. Even though it
increased project eligibility for some of the programs to allow some intermodal projects,
there was not a significant increase in formula funding. Thus, regions wound up with a
larger pool of eligible projects over which to spread funds. The fundamental issue of a
dedicated source of funding for intermodal projects was not addressed.
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Overall, the State received approximately $592 million in earmarked funding that was
spread over 69 goods movement project earmarks. Of this amount, $366 million was
directed to three specific projects, The Alameda Corridor East (3211 million), Inland
Empire Goods Movement Gateway/Norton Air Force Base ($55 million) and the Gerald
Desmond Bridge ($100 million).

This is not enough funding to address the massive goods movement and congestion
issues caused by California’s position as the nation’s main port of eniry for the Pacific
Rim. The estimated cost for completion of the Alameda Corridor East is $4.6 billion.
There are several mega-projects in other states that are similar in scope and cost. These
projects are vital not only to the economies of their resident states, but also to the rest of
the nation.

Currently, there is no national mechanism to address these needs. It is almost impossible
for a state to be timely in meeting growing national trade needs through the programs and
processes under SAFETEA-LU. The nation needs a clear federal policy that supports its

trade corridors and provides a reliable source of funding to ensure its continued economic
competitiveness in the global marketplace.

California’s Consensus on the Next Authorization

Now is the best opportunity to address this and other transportation issues, through the
coming authorization of the next surface transportation act, which is due on October 1,
2009. My agency and the California Department of Transportation have been working
with transportation stakeholders representing the State’s metropolitan planning
organizations, regional transportation planning agencies, other transportation agencies,
the private sector, and multiple public interest groups to develop general consensus on
principles for the next authorization. We have reached consensus on the following seven
principles for the next federal transportation program:

Ensure the financial integrity of the Highway Trust Fund.

Rebuild and maintain transportation infrastructure in a good state of repair.
Establish goods movement, as a national economic priority.

Enhance mobility through congestion relief within and between metropolitan areas.
Strengthen the federal commitment to safety and security, particularly with
respect to rural roads and access.

Strengthen comprehensive environmental stewardship.

Streamline Project Delivery.

” & & & @
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I would like to briefly highlight three of those principles that I think are of direct interest
to the members of this hearing.

The first is ensuring the financial integrity of the Highway Trust Fund. The Highway
Trust Fund is the nation’s instrument of transportation policy, and continued, stable, and
predictable federal funding at a level to meet identified needs is of paramount
importance. Federal program support has been steadily declining; in California, it is now
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approximately 20 percent of the total highway program. State and local sources make up
the remainder.

Incidentally, T would like to thank Congresswoman Richardson for her support of H.R.
6532, the Highway Trust Fund Restoration Act. I hope that the Senate will soon follow
in supporting this or a similar measure so we can avoid a major shortfall, in 2009, which
will cause California and many other states to delay or eliminate projects. However, the
proposed transfer of general funds is only a short-term fix. In the upcoming
Authorization, Congress will need to address long-term approaches and also place the
nation on a path that leads to a funding mechanism that will work in an environment of
multiple alternatives for fueling vehicles. Unless there is such an approach, the
effectiveness of the federal program will rapidly diminish, which will severely impact our
nation’s economic status.

The second principle is establishing goods movement as a national priority. There is
national consensus that the nation’s economic future depends upon its ability to compete
globally, which requires a multimodal interstate transportation system that can move
goods to and from sea and ports, border crossings, and through other international
gateways with a minimum of delay. It is a critical priority for the next authorization to
ensure that there is a program that provides for the infrastructure, operational
improvements and technology development necessary to meet the objective of
unimpeded goods movement.

This should be done through a firewalled, autonomous freight program designed to
enhance throughput, velocity, reliability, and efficiency. The program should be based
on a mode-neutral national freight plan that establishes national priorities and identifies
the best federal investments in national goods movement infrastructure. The program
should include mandatory funding for the most critical national and regional
infrastructure projects. In addition it should identify key regions and gateways
disproportionately bearing the burdens of goods movement environmental and
community impacts and provide funding for necessary environmental mitigation.

In choosing dedicated, stable sources of revenue to ensure predictable funding, Congress
should consider all options to internalize a significant portion of the cost of improving
and expanding goods movement infrastructure. Options include, but are not limited to:
user fees, fuel taxes, dedicated percentage of customs fees, VMT system, etc. In addition,
the program should include funding for data collection, modeling and simulation, as well
as development of performance freight metrics so that states and regions can measure the
effectiveness of their investments.

The third principle is streamlining project delivery. The Surface Transportation Policy
and Revenue Study Commission determined that it takes an average of sixteen years to
deliver transportation infrastructure. California’s experience with project delivery
mirrors the Commission’s findings.
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During the lengthy project development process, project costs increase due to inflation
and increasing global competition for raw materials; congestion impacts continue to
mount with corresponding damage to the economy through time lost to delay and
decreased competitiveness, and the users of our system suffer personal loss of time and
money. Because of the rapid growth in international trade through our ports, there is
national urgency for freight project development, yet we have this countervailing delay,
which not only drives up project costs, but also compounds a national economic cost, in a
sector where we can least afford it.

There are options. California has been successful in implementing the NEPA delegation
pilot program established by SAFETEA LU, to the point where we are saving as much as
a half year on the process. For this reason, we are seeking continuance of the program in
the next authorization as well as expansion to include freight and transit projects, and
project level air quality conformity determinations. In addition, we would recommend
looking at other ways to expedite the process without compromising the integrity of the
intent of environmental laws.

I would like to note that the California goods movement community is supporting our
principles, especially in the maritime sector. It has been endorsed by the California
Marine and Intermodal Advisory Council and the Bay Planning Coalition. In addition,
among other groups, they have the support of California Council of Governments,
California State Association of Counties, and both The American Automobile
Association of Northern California and Southern California. 1 expect that we will be
transmitting these principles and supporting documentation to members of our
congressional delegation shortly after election.
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U.S. House of Representatives
Committee on Science and Technology
Subcommittee on Coast Guard and Maritime Transportation

Testimony of Mr. John Hummer
Meonday, August 4, 2008
3:00 PM

My name is John Hummer; T am the Deputy Secretary of Goods Movement for the
California Business, Housing and Transportation Agency, a cabinet office of Governor
Schwarzenegger. [ would like to extend warm regards from Secretary Dale Bonner and
from Caltrans Director Will Kempton who regrets that he could not be here today for this
hearing. I can assure you that the Business, Housing and Transportation Agency and
Caltrans have never been more focused on goods movement, and would like to thank
Congresswoman Richardson and the sub-committee for giving me the opportunity to
represent the interest of the State of California at this hearing.

California is the nation’s main gateway to Pacific Rim international trade. It is seeing
significant freight growth, highlighted by the forecast 210 percent increase in container
volumes between 2005 and 2030. Our transportation and environmental needs are huge,
including an initially estimated $47 billion for goods movement projects, and $6 -to-10
billion for environmental investments.

The United States and California face a freight/goods movement challenge, which must
be addressed if we are to remain a leading participant in the global economy, and if we
are to provide our citizens with mobility, jobs, and a quality environment. The nation
reaps significant benefits from this trade flowing through California. However, our
infrastructure and our environment suffer from significant impacts due to the movement
of this trade, including congestion, pollution, and reductions in our quality of life.
California is also a major producer and consumer of agricultural, commercial, industrial,
and other goods and materials. These domestic trade flows are also a key functional
component to the national economy, but with similar significant impacts.

However, it is through our seaports that we have seen the most significant growth. The
volume of containerized cargos coming through the Ports of Los Angeles, Long Beach,
and Oakland has increased 67 percent, from 1999 through 2005, from 9.9 million Twenty
Foot Equivalent Units (TEUs), to 16.5 million TEUs. This latter volume represented
more than 43 percent of all US continental containerized cargos. In its final draft,
Growth of California Ports: Opportunities and Challenges, the California Marine and
Intermodal Transportation System Advisory Council (CALMITSAC) estimates that these
volumes will increase to 40.2 million TEUs in 2020, and 51.2 million TEUs by 2030, a
210 percent increase over 2006 levels. In part, this volume reflects a change in our
national economy, where international trade comprised 13 percent of the Gross Domestic
Product in 1990, 26 percent in 2000, and is projected to increase to 35 percent in 2020, a
tripling over in just 30 years.
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This growth is resulting in a sizeable unmet transportation, environmental, and economic
need. In the development of the Goods Movement Action Plan (GMAP), released in
January 2007, the California Business, Transportation and Housing Agency and
California Environmental Protection Agency identified a goods movement/trade
infrastructure need of $47 billion in major projects. Looking at it from a different
perspective, the CALMITSAC report estimates just port-related infrastructure needs at
over $20 billion. The California Air Resources Board, in its Emission Reduction Plan for
Ports and Goods Movement in California, estimates that current emissions from goods
movement activities, primarily due to diesel emissions, contribute to approximately 2,400
premature deaths, 2,000 hospital admissions due to heart ailments, 5,100 hospital
admissions due to acute lung ailments, and 62,000 cases of asthma and other serious
respiratory ailments annually. Environmental and community mitigation costs are
estimated at a conservative $6 to10 billion.

The Strategic Growth Plan and Propesition 1B

The Schwarzenegger Administration has responded forcefully to meet this challenge.

The Governor’s Strategic Growth Plan (SGP) calls for a $222 billion infrastructure
improvement program to fortify the state’s transportation system, education, housing, and
waterways. Achieving the outcomes identified in the SGP requires investing $107 billion
in transportation infrastructure alone during the next decade. This historic and
comprehensive transportation investment package is designed to decrease congestion,
improve travel times, and increase safety, while accommodating future growth in the
population and the economy. In November 2006, California voters approved $43 billion
in general obligation bond authority as the first installment of our vision to rebuild
California.

Proposition 1B, the largest of the voter-approve bond measures, provides $19.9235 billion
for a variety of transportation programs that: reduce congestion, expand transportation
infrastructure to increase mobility of people and goods, improve safety and security for
travelers, and improve air quality. Proposition 1B contains twelve distinct categories of
investment all of which provide some form of goods movement benefit or community
and environmental mitigation. The $4.5 billion Corridor Mobility Improvement Account,
the $1 billion State Route 99 program, and the $2 billion State Transportation
Improvement Program are examples of programs that reduce congestion and aid the
movement of goods along our state highways. Proposition 1B also has dedicated funding
for to goods movement, specifically the $2 billion Trade Corridors Improvement Fund
(TCIF), the $1 billion Goods Movement Emission Reduction Program, and the $100
million Port, Harbor and Ferry Terminal Account.

TCIF funds are available to projects that increase capacity of truck corridors, expand our
freight rail system capacity, expand capacity or improve efficiency of marine ports, or
maximize access to federal border infrastructure funds. Based on a recommendation
from Secretary Bonner and Director Kempton, the California Transportation Commission
(CTC) has adopted a $3.1 billion program that utilizes the $2 billion from Proposition 1B,

Page 2 of 6 Pages



85

$500 million from the State Highway Account and $600 million of future funds
anticipated from the next federal program. container fees or other available revenues.

The program adopted by the CTC includes 79 projects from throughout the state with a
total value of $8.4 billion. The $3.1 billion of state funds leverages $5.3 billion of
federal, local and private funds. The program in the Los Angeles / Inland Empire region
includes $1.65 billion from the TCIF with $3.3 billion of other funds. The infrastructure
projects include improvements at the San Pedro Bay ports, on state highway, freight rail
improvements, and twenty-nine grade separations along the Alameda-East Corridor as
community mitigation for the increasing number of trains servicing the ports. To be
eligible, projects must meet applicable environmental regulations and be ready for
construction by 2013. We expect $413 billion to be allocated to ready-to-go projects in
the upcoming state fiscal year.

The California Air Resources Board has already distributed $250 million of the $1 billion
available for the Goods Movement Emission Reduction Program. It is expected that $550
million will be made available to the Los Angeles / Inland Empire region through the
South Coast Air Quality Management District. Over $100 million has already been
allocated to the region to clean up trucks serving the ports and intermodal yards and
another $21 million for other trucks and locomotive switchers in the rail yards.

Funds from the California Office of Homeland Security Port, Harbor and Ferry Terminal
Account are available to California’s large, medium and small ports to protect our
borders and improve safety and security. The San Pedro Bay ports have received over
$18 million of the $40 million distributed last fiscal year.

The Schwarzenegger Administration, working in cooperation with our state Legislature,
local and regional transportation partners, business and industry leaders, and community
groups has taken these early steps towards improving the efficiency and effectiveness or
our goods movement infrastructure while simultaneously addressing the negative impacts
of these activities on our citizens. We now look to leverage the energy of the resulting
partnerships within California to present a united front and a unified message to make
sure California’s needs are addressed in the successor to SAFETEA-LU authorization
bill.

Federal Policy, Program and Financial Response

SAFETEA-LU made some inroads in support of goods movement by increasing project
eligibility for some programs, such as creating the dedicated Coordinated Border
Infrastructure Program, which provided $106 million for California and through
earmarked programs such as the High Priority Projects program. Even though it
increased project eligibility for some of the programs to allow some intermodal projects,
there was not a significant increase in formula funding. Thus, regions wound up with a
larger pool of eligible projects over which to spread funds. The fundamental issue of a
dedicated source of funding for intermodal projects was not addressed.
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Overall, the State received approximately $592 million in earmarked funding that was
spread over 69 goods movement project earmarks. Of this amount, $366 million was
directed to three specific projects, The Alameda Corridor East ($211 million), Inland
Empire Goods Movement Gateway/Norton Air Force Base ($55 million) and the Gerald
Desmond Bridge ($100 million).

This is not enough funding to address the massive goods movement and congestion
issues caused by California’s position as the nation’s main port of entry for the Pacific
Rim. The estimated cost for completion of the Alameda Corridor East is $4.6 billion.
There are several mega-projects in other states that are similar in scope and cost. These
projects are vital not only to the economies of their resident states, but also to the rest of
the nation.

Currently, there is no national mechanism to address these needs. It is almost impossible
for a state to be timely in meeting growing national trade needs through the programs and
processes under SAFETEA-LU. The nation needs a clear federal policy that supports its

trade corridors and provides a reliable source of funding to ensure its continued economic
competitiveness in the global marketplace.

California’s Consensus on the Next Authorization

Now is the best opportunity to address this and other transportation issues, through the
coming authorization of the next surface transportation act, which is due on October 1,
2009. My agency and the California Department of Transportation have been working
with transportation stakeholders representing the State’s metropolitan planning
organizations, regional transportation planning agencies, other transportation agencies,
the private sector, and multiple public interest groups to develop general consensus on
principles for the next authorization. We have reached consensus on the following seven
principles for the next federal transportation program:

Ensure the financial integrity of the Highway Trust Fund.

Rebuild and maintain transportation infrastructure in a good state of repair.
Establish goods movement, as a national economic priority.

Enhance mobility through congestion relief within and between metropolitan areas.
Strengthen the federal commitment to safety and security, particularly with
respect to rural roads and access.

Strengthen comprehensive environmental stewardship.

Streamline Project Delivery.

. & & ¢ 9

[ would like to briefly highlight three of those principles that I think are of direct interest
to the members of this hearing.

The first is ensuring the financial integrity of the Highway Trust Fund. The Highway
Trust Fund is the nation’s instrument of transportation policy, and continued, stable, and
predictable federal funding at a level to meet identified needs is of paramount
importance. Federal program support has been steadily declining; in California, it is now
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approximately 20 percent of the total highway program. State and local sources make up
the remainder.

Incidentally, I would like to thank Congresswoman Richardson for her support of H.R.
6532, the Highway Trust Fund Restoration Act. 1 hope that the Senate will soon follow
in supporting this or a similar measure so we can avoid a major shortfall, in 2009, which
will cause California and many other states to delay or eliminate projects. However, the
proposed transfer of general funds is only a short-term fix. In the upcoming
Authorization, Congress will need to address long-term approaches and also place the
nation on a path that leads to a funding mechanism that will work in an environment of
multiple alternatives for fueling vehicles. Unless there is such an approach, the
effectiveness of the federal program will rapidly diminish, which will severely impact our
nation’s economic status.

The second principle is establishing goods movement as a national priority. There is
national consensus that the nation’s economic future depends upon its ability to compete
globally, which requires a multimodal interstate transportation system that can move
goods to and from sea and ports, border crossings, and through other international
gateways with a minimum of delay. It is a critical priority for the next authorization to
ensure that there is a program that provides for the infrastructure, operational
improvements and technology development necessary to meet the objective of
unimpeded goods movement.

This should be done through a firewalled, autonomous freight program designed to
enhance throughput, velocity, reliability, and efficiency. The program should be based
on a mode-neutral national freight plan that establishes national priorities and identifies
the best federal investments in national goods movement infrastructure. The program
should include mandatory funding for the most critical national and regional
infrastructure projects. In addition it should identify key regions and gateways
disproportionately bearing the burdens of goods movement environmental and
community impacts and provide funding for necessary environmental mitigation.

In choosing dedicated, stable sources of revenue to ensure predictable funding, Congress
should consider all options to internalize a significant portion of the cost of improving
and expanding goods movement infrastructure. Options include, but are not limited to:
user fees, fuel taxes, dedicated percentage of customs fees, VMT system, etc. In addition,
the program should include funding for data collection, modeling and simulation, as well
as development of performance freight metrics so that states and regions can measure the
effectiveness of their investments.

The third principle is streamlining project delivery. The Surface Transportation Policy
and Revenue Study Commission determined that it takes an average of sixteen years to
deliver transportation infrastructure. California’s experience with project delivery
mirrors the Commission’s findings.
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During the lengthy project development process, project costs increase due to inflation
and increasing global competition for raw materials; congestion impacts continue to
mount with corresponding damage to the economy through time lost to delay and
decreased competitiveness, and the users of our system suffer personal loss of time and
money. Because of the rapid growth in international trade through our ports, there is
national urgency for freight project development, yet we have this countervailing delay,
which not only drives up project costs, but also compounds a national economic cost, in a
sector where we can least afford it.

There are options. California has been successful in implementing the NEPA delegation
pilot program established by SAFETEA LU, to the point where we are saving as much as
a half year on the process. For this reason, we are seeking continuance of the program in
the next authorization as well as expansion to include freight and transit projects, and
project level air quality conformity determinations. In addition, we would recommend
looking at other ways to expedite the process without compromising the integrity of the
intent of environmental laws.

I would like to note that the California goods movement community is supporting our
principles, especially in the maritime sector. It has been endorsed by the California
Marine and Intermodal Advisory Council and the Bay Planning Coalition. In addition,
among other groups, they have the support of California Council of Governments,
California State Association of Counties, and both The American Automobile
Association of Northern California and Southern California. 1expect that we will be
transmitting these principles and supporting documentation to members of our
congressional delegation shortly after election.
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Subcommitte on Coast Guard and Maritime Transportation Hearing
on
“Port Development and the Environment at the Ports of Los Angeles and Long Beach’
August 4, 2008
Port of Long Beach, California
General Public Comment Form

8) Name: Angelo Logan
Address: 764 Ohio

Long Beach, Ca 90804
E-mail: angelologan@yahoo.com

Any an all growth to both the ports and or goods movement corridor infrastructure fa... must not continue if
it is accompanied with negative impacts fo communities. The most significant impact to the public is air
quality as it relates to public health. Port and infrastructure growth must only happen with a decrease of air
pollution.



90

Subcommittee on Coast Guard and Maritime Transportation
Hearing on “Port Development and the Environment at the Ports of Los
Angeles and Long Beach”

August 4, 2008
Port of Long Beach, California
General Public Comment Form*
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* These comments will be made part of the official record. Please hand in comments
before leaving, Thank you — Congresswoman Laura Richardson.
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Subcommitte on Coast Guard and Maritime Transportation Hearing
on
“Port Development and the Environment at the Ports of Los Angeles and Long Beach”
August 4, 2008
Port of Long Beach, California
General Public Comment Form

3) Name: Councilwoman Bonnie Lowenthal, Long Beach City Council District 1
Address:

333 W. Ocean Bivd.

Long Beach, CA 90802

E-mail Address: District_1@longbeach.gov

See Aftached.
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Subcommittee on Coast Guard and Maritime Transportation
Hearing on “Port Development and the Environment at the Ports of Los
Angeles and Long Beach”

August 4, 2008
Port of Long Beach, California
General Public Comment Form*

Name: &V"/‘//g JJMJUWI)/#L - [o~7 Hea sty 0/77 (ZUNMI
P}
Address: 223 (4. Ocem2 B, Lore gomek of

E-mail Address: puTR*T—\ @ tonG  QBeach . GV
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* These comments will be made part of the official record. Please hand in comments
before leaving. Thank you ~ Congresswoman Laura Richardson.
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Lowenthal Comments
Congressional Hearing in the Port of Long Beach.

My name is Bonnie Lowenthal, Councilmember from the City of
Long Beach. The POLB is in my district so | would like to

welcome you to Long Beach and to the First District.

In addition to being on the Long Beach City Council, | also
represent the Gateway Cities Council of Governments which
covers the southeast subregion of Los Angeles County on the
Los Angeles County Metropolitan Transportation Authority
Board of Directors. Gateway Cities covers the area from and

including the Port of Long Beach to La Habra Heights.

On behalf of the MTA as well as the Gateway Cities COG, |

appreciate your holding this hearing today to draw attention to
the infrastructure situation facing southern California. The San
Pedro Bay Ports are critical to the national economy as well as

to the economy of Southern California

The Gateway Cities subregion is in the front line of impacts of
goods movement from the San Pedro Bay Ports. The ICTF,
Hobart and Commerce intermodal rail yards are located within
Gateway Cities as well as the two critical arterials leading from
the Ports to points east; the Alameda Corridor and the 1-710

freeway.
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o Alameda Corridor usage continues to grow and there is still
unused capacity. The Alameda Corridor is a prime example
where a multi-billion dollar infrastructure investment is
functioning as envisioned by efficiently moving freight destined
for other parts of the country onto trains from dockside or the
intermodal yards to the final destination. The Alameda Corridor
project spawned the Alameda Corridor East project which will
ultimately construct over 200 critical grade separations through
the San Gabriel Valley.

o The I-710 Long Beach Freeway is another matter. This freeway
was built in the early fifties and was not designed to handle the
level of automo'l‘)éle or truck traffic it currently experiences.
Truck volumeg in excess of 21,000 per day. By 2030, the
volumes will exceed 65,000 trucks per day. The 710 cannot
sustain these levels of truck traffic and the trucks will seek
alternative routes through our neighborhoods further impacting

the quality of life.

¢ The unhealthy air quality associated with goods movement is
well documented and | won't dwell on that, | will instead try and
bring you up to speed on the regional activities that are
underway to resolve the environmental impacts of goods

movement.

o In 1999, the Gateway Cities COG, the MTA and Caltrans

embarked upon a major corridor study to look at creating



95

solutions to this problem. The major corridor study ended with

a Locally Preferred Alternative and more importantly a of
community base)ﬁrategy for resolving the 1-710 project.ol\DJUZﬂM ‘XM D

We are now eight months into an environmental process that
will produce a buildable, fundable project for the movement of
goods from the San Pedro Bay Ports to the mid-cities
intermodal yards and beyond.

This is a community driven project that involves 14 cities as well
as the sponsoring agencies. Each city has a voice in the design
of the project and will help develop mitigations to improve air

quality.

The process is governed by a requirement that air quality
improve within the corridor before there are any mainline
improvements. The San Pedro Bay Ports Clean Air Action Plan

is the beginning of this promise.

The 1-710 corridor cities, the sponsoring agencies which
includes both the Ports of Long Beach and Los Angeles, the
MTA, and Caltrans are committed to cleaning up the air and

improving traffic safety.
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We believe this can be done by thinking outside of the box and
making demands on the private sector to respond to an

indentified set of community objectives.

We believe that part of the solution to the 1-710 involves the
development of an alternative technology freight movement
corridor that employs an envivronmentally friendly conveyance
system that will utilize existing freeway rights-of-ways; utility
easements and non-freeway access to supplement the existing

rail service.

The 1-710 environmental process is expected to culminate in a
Record of Decision in 2010. Long before we have a Record of
Decision, we will be looking for project funding to improve the
air quality and facilitate the movement of people and goods

from the Ports.

The cost estimate for improving the 1-710 is in the $5-6 billion
aLcord o sthe
range, far more funding than Is availablef\financia forecasts for
highway funding in the MTA’s Long Range Plan. We need help
from the federal government as well as from the private sector

to improve this corridor.
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Subcommitte on Coast Guard and Maritime Transportation Hearing
on
August 4, 2008
Port of Long Beach, California
General Public Comment Form

9) Name: Jesse N. Marquez

Executive Director
(310) 834-1128

Address: Coalition for a Safe Environment

P.O Box 1918
Wilmington, Ca 90748

E-mail: jnmarquez@prodify.net

1.

12.
13.

14.

15

The port of Los Angeles and Port of Long Beach adopted container fee is inadequate to mitigate
the ports and goods movement industry impacts.

Senator Alan Lowentals container fee is inadequate to mitigate the ports and goods movement
impacts.

Economist John Husing study concluded that the container fee should be approximately $500.00
The southern California association of governments (SCAG) economic studied concluded that the
container fee should be approximately $200.00. Study did not include all plastic costs

We support container fees to pay for all private business industry ports any good movement,
environmental justice negative impacts.

No port expansion until all negative public and environmental justice community impacts been
mitigate.

All project proposals must meet environmental justice community criteria first and mitigate past and
current impacts first.

Request congressional economic study fo defermine accurate container fee based on all public
subsidized costs.

We want all cargo types to have a fee such as bulk petroleum and commodities.

. All containers and cargo fees should be based on the value of the product. Higher luxury products

should have higher fees.

. We support both a focal port container and cargo fee and a national fee to mitigate interstate goods

movement.

We recommend a minimum $300.00 per teu local fee and a minimum $200.00 per teu national fee.
Environmental justice organizations have identified more ports and goods movement problems
than any other organization

Environmental justice organizations have identified and supported more solutions and altermative
technologies than any other organization.

. {See Attached)
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Subcommittee on Coast Guard and Maritime Transportation
Hearing on “Port Development and the Environment at the Ports of Los
Angeles and Long Beach”
August 4, 2008
Port of Long Beach, California

General Public Comment Form* i
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* These comments will be made part of the official record. Please hand in comments .
before leaving., Thank you — Congresswoman Laura Rlchardson

F. BEQuEST  Col@pesisniec Ecoroms TAs< s
NETER rdE Accn AATE éo.xmw&,\ e perey ov
A PwﬁLcc r“"'ﬁf\,”LZ‘cﬁu Cof A

LI AR Go  THPES "° A
CZ USJEIA A ﬁu\lﬁi(fpéml.e\}n A Con koD ‘b




/0.

(1.

(&

I
[

Ny

99

fio Codthlon mip CARGD 2o Stould g
Bhsen on THe Ubtue ot T iRoluet. K etar_
by Projucts  THoeld é(kw_}ﬁ%v«ék,z%%—-;
(e Toppatt Bolw & Locac PedT  caWdhuwan
A CARGo FEE Ny A NANI0AL FEE W
K clze NTEASHGE  &0o05 Ire venreJt—
WE PECORREDD A Mo oy poidd %300'00 /Jak
TEw  [ecwt ToE Mo A N*_A);hwh ¥o00. o
pon. Tru W ADOLAC Fap, .
el e DREMD 2/Aus  HAE

o LNV KN AT

. - / .
Nl AREY piis [ORR Jel bood S hovres
D el RDEY Hds ‘

PROBlens Thiw Avy OV~ bhwlfmvuf
Pl e dC  JosKeE SR AMIZpNT 15 Mo
NEVkC e M foprld WORE Tolden;
i ACTERMNUE TECHH© Loty T

nYy OTIER OR bxMep PR ORSS ,



#1
#2
#3
#4
#5
#6
#7
#8

#9
#10

#11

100
Congressional Subcommittee On

Coast Guard & Maritime Transportation

Ignores
Environmental Justice Communities

Ports & Goods Movement Issues

Not One Environmental Justice Organization Is Invited To Participate

The Largest EJ Ports & Goods Movement Organization Is Not Invit d

EJ Organizations Represent The Most Negatively Impacted Communities
Port of Los Angeles Is The # 1 Largest Air Pollution Source In So. California
Port of Long Beach Is The # 2 Largest Air Pollution Source in So. California
Ports Cause Thousands Of Public Premature Deaths Annually

Ports Cause Tens Of Thousands Of Public Diseases & liinesses Annually

Ports & Goods Movement Toxic Air Pollution Public Heaith Care Costs Are
Billions Annually — The Polluters Pay Nothing

Not One Port Approved CEQA Environmental Impact Report Was L. gal

Not One US Army Corps of Engineers Approved NEPA Environmental
Impact Statement Was Legal

EJ Organizations Will Continue To Legally Challenge lilegally Approved
CEQA EIR’'s & NEPA EIS’s & Stop Ports & Goods Movement Expansion

Coalition For A Safe Environment
Members In Over 20 Citres In So. Cabfornma
P£.0. Box 1918, Wilmington, California 90748
wilmingtoncoalition @ prodigy net  310-834-1128
Jesse N. Marquez Executive Director
nmarquez @ prodigy net  310.704-1265
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Coalition For A Safe Environment

International Trade Ports

On & Off-Port Property

Environmental & Public Impacts Nexus

Toxie Air Pollution Exposure Impacts

Ship Diesel Fuel Exhaust - PM, NOX, SOX, ROG/VOC’s

Train Diesel Fuel Exhaust - PM, NOX, SOX, ROG/VOC’s

Trucks Diesel Fuel Exhaust - PM, NOX, SOX, ROG/VOC’s

Cranes (Transtainers) Diesel Fuel Exhaust - PM, NOX, SOX, ROG/VOC’s

Yard Hustlers Diesel Fuel Exhaust - PM, NOX, SOX, ROG/VOC’s

Outdoor Container Fumigation Facility - Methyl Bromide, PM, NOX, SOX, ROG/VOC’s
Container Storage Yards - Lead, Freon/HFC’s, PM, NOX, SOX, ROG/VOC’s

Container Inspection Facilities - PM, NOX, SOX, ROG/VOC’s

il Company Oil, GAS & Fuel Storage Tanks - ROG/VOC’s

e R A I

Virus Diseases Exposure Impacts

1. Insects - West Nile Virus (Mosquitoes), Ants
2. Bacteria
3. Fungus

Toxic & Hazardous Material Exposure Impacts

Transportation of Toxic & Hazardous Materials - Chemicals & Substances
Transportation & Storage of Explosive & Flammable Chemicals & Substances
Transportation & Storage of Radioactive Substances & Electronic Items
Failure to Clean, Sanitize, Decontaminate Containers

EalRndl S

Land Use Impacts

Loss of Beaches, Coastal Tidelands, Wetlands

Loss of waterfront property economic development
Loss of waterfront & ocean marine recreational use
Loss of industrial & commercial property development
Loss of residential area property development

oW
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6. Loss of community recreational property development
7. Natural Geologic Land Structure

Safety Impacts

R L

Increasing public exposure to terrorist attacks

Increasing public exposure to explosives

Increasing public exposure to toxic/hazardous chemicals/substances

Increasing public exposure to ship accidents (Pilots Drunk, Falling Asleep & Ship Loss of Power)
Increasing public exposure to train derailment accidents

Increasing public exposure to truck accidents

Increasing public exposure to port & contractor car accidents

Increasing public exposure to disgruntle employees attacks

. Increasing public exposure to oil pipelines explosions, breaks, leaks

10 Increasing public exposure to fuel pipelines explosions, breaks, leaks
11. Increasing public exposure to gas pipelines explosions, breaks, leaks

Truck Impacts

©R NGO WM -

10.
11
12.
13.
14.
15.
16.
17.
18.

18.
20.
21.
22.

Increasing truck traffic congestion on public freeways, highways, streets and bridges.
Increasing truck traffic accidents.

increasing public car insurance rates due to truck accidents.

Increasing public health care costs due to truck caused accidents.

Increasing truck breakdowns on freeways, highways, streets.

Increasing truck breakdowns on public bridges.

Increasing truck traffic running of street lights.

increasing truck blockage of drivers views.

Increasing truck traffic running over sidewalks & curves while making turns.
Increasing truck traffic damage to freeways, highways, streets, bridges.

Increasing truck traffic failing fo stop for residents crossing the streets.

Increasing illegal truck driver dumping of tires, truck parts, oil, fluids and trash.
Increasing illegal truck traffic through residential areas.

Increasing illegal truck driver usage of containers to transport personal items.
Increasing illegal truck parking on city streets, residential areas & public parks.
Increasing public costs to maintain, repair & replace transportation infrastructure.
Increasing truck transportation of toxic and hazardous chemicals, substances & materials.
Increasing truck transporiation of public health hazards such as the West Nile Virus,
bacteria, fungus, molds and other non-native species.

Failure to sanitize and decontaminate trucks & containers.

Truck honking at all hours of the night while stopped at train intersections.

Truck drivers revving their engines.

Excessive truck idling
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Train Impacts

Increasing 24/7 Blocking Traffic at Public Street Intersections
Increasing 24/7 Loud Train whistles

Increasing 24/7 Loud Wheel Braking Screeching Noise
Increasing 24/7 Loud Squealing Noise Around Track Turns
Increasing 24/7 Loud Interlocking Noise of Train Cars
Increasing 24/7 Loud Engine Revving

Increasing 24/7 Train Derailments

Increasing 24/7 Bulk Liquid Train Cars Leaking

%NS B

Ship Impacts

1. Increasing public exposure to ship accidents (Pilots Drunk, Falling Asleep & Ship Loss of Power)
2. Increasing ship horn noise.

Lecal School District Impacts

1. Loss of funds from children missing school due to respiratory illnesses

2. Loss of funds from unused school lunch food costs due to low attendance

3. Increased costs of maintenance due to ship PM soot, toxic, hazardous substances degradation and
acid rain.

4. Loss of community land for school sites due to significant off-port property land purchases.

Water Pollution & Contamination Impacts

Ocean Aerial Deposition

Fresh Water Supply Aerial Deposition

Lake Aerial Deposition

Underground Aquifer Aerial Deposition

Failure to Prevent Dominguez Channel Watershed Contamination

bl

Land Contamination Impacts

1. Public Lands
2. Residential Private & Personal Properties, Home Gardens
3. Public Properties, Parks, Schools, Businesses, Buildings

Climate Change Impacts

1. Creation & Release of Green House Gases
2. Over Saturation of Ocean Waters with Green House Gases
3. Micro Climate Change in Port & Regional Communities
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Biological & Natural Resource Impacts

1. Destruction of Ocean Water Habitats & Aquatic Life
2. Destruction of Coastal Tidelands & Wetlands Habitats For Aquatic Life
3. Destruction of Coastal Tidelands & Wetlands Habitats For Mammal & Fowl Wildlife

Ocean Water Aquatic Food Resources

1. Destruction of Fish & Shell Fish Mankind Public Food Resources
2. Destruction of Plant Mankind Public Food Resources

Aesthetics
1. Loss of San Pedro Bay natural coastal vista

2. 90+% Industrialization of coastal waterfront
3. Community Blight from Port tenants and Port related business activities

Containers

1. Off-port property storage yards
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Coalition For A Safe Environment

In our review of significant impacts there are numerous mitigation measures that could have
been incorporated but were not. A brief summary inciudes:

a. A zero emissions American MagLev Technology, Inc. Maglev Train could be built on-dock
and connected to the Union Pacific ICTF. The company has already volunteered to build
the test facility at their own expense.

b. A zero emissions American Maglev Technology, inc. MagLev Train could be built on-dock
connected to the Alameda Corridor which can be converted to Maglev. The Alameda
Corridor is already designed to be retrofitted for Electric Trains or Magiev Trains.

¢. The Port could build a new supporting on-port property intermodal facility at Pier B at the
Toyota Logistics Services Terminal.  The Port could build a new 4-6 story import car
parking structure which would open up sufficient land for a new intermodal facility and
therefore not require the expansion of the Union Pacific Railroad ICTF Terminal or BNSF
Railroad Southern California International Gateway (SCIG) Terminal.

d. The Port could purchase and incorporate a new IT Container Tracking Software/Hardware
Technology to reduce staging and cue time.  Port could require tenants to use a bar code,
transmitter, GPS or other technologies to quickly identify and transport containers and
cargo to destination.

e. The Port could purchase and incorporate Advanced Cleanup Technologies, Inc. -
Advanced Maritime Emissions Control Systems (AMEC’s) at all terminals.

f. The Port could purchase and incorporate Advanced Cleanup Technologies, inc. -
Advanced Locomotive Emissions Control Systems (ALEC's) at ali terminals.

g. The Port could purchase and incorporate A Vycon Electric Regen System on all terminal
RTG Cranes.

h. The Port could purchase and incorporate A Balqon Corporation fleet of Electric Trucks for
local delivery drayage.

i. The Port could purchase and incorporate Clean Air Logix - Witmar Dual Multi Voltage Cold
Ironing System at all terminals.

j. Construction could be spaced over more time to reduce compounded significant air quality
and traffic impacts.

k. Port could finance the installation of Air Purification & Sound Prevention Systems in public
schools, senior care facilities and sensitive receptor homes.

. Port could fund comprehensive Public Health Surveys every five years fo validate that the
incorporated air quality mitigation measures are in fact improving public health.

m. Port could donate funds to local community health clinics and hospitals to provide local
resident medical care.

n. Port could designate and donate the B0+ acres of Pier A land it owns in Wilmington for
Wetlands Restoration.

o. Port could stop or limit construction on high smog alert days.

p. Port could provide financial grants to environmental justice and public health organizations
to provide public education to help minimize public health impacts from air poliution, traffic
congestion etc..

g. The Port could have included the preparation of a Public Emergency Notification System,
Evacuation Plan & Long Term Care Program.

r. The Port could incorporate renewable and sustainable Solar and Wind Energy Technology.
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Subcommitte on Coast Guard and Maritime Transportation Hearing
on
“Port Development and the Environment at the Ports of Los Angeles and Long Beach”
August 4, 2008
Port of Long Beach, California
General Public Comment Form

7} Name: Angel J. Porfa: Commissioner Human Relations city of Long Beach
Address: 4002 Torry Lynn Circle
Long Beach, Ca 90807

E-mail: angeljpereai@yahoo.com

Provide an increase fo focus on resources to significantly improve the quality of the environmental
conditions related to health in our local region without connecting (linking) to future expansions of LA and
LA Ports which not only increase greater health related poliution! Remedial efforts need to take place
before expansions! Responsible policy must change to reflect this priority issue.
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Subcommittee on Coast Guard and Maritime Transportation
Hearing on “Port Development and the Environment at the Ports of Los
Angeles and Long Beach”

August 4, 2008
Port of Long Beach, California
General Public Comment Form*
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* These comments will be made part of the official record. Please hand in comments
before leaving. Thank you — Congresswoman Laura Richardsen.
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Subcommitte on Coast Guard and Maritime Transportation Hearing
on
“Port Development and the Environment at the Ports of Los Angeles and Long Beach’
August 4, 2008
Port of Long Beach, California
General Public Comment Form

2) Name: David Reed

Address:

298 Temple Ave

Long Beach, CA 90803

E-mail Address: roundaveers@verizon.net

As | heard it, the local ports suggested an exemption based on fees they charge. It seems fair fo allow local
authorities an exemption rather than generate a 3 fee structure (local, state and now the proposed federal
fee).
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Subcommittee on Coast Guard and Maritime Transportation
Hearing on “Port Development and the Environment at the Ports of Los
Angeles and Long Beach”

August 4, 2008
Port of Long Beach, California
General Public Comment Form*
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* These comments will be made part of the official record. Please hand in comments
before leaving. Thank you — Congresswoman Laura Richardson.
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Subcommitte on Coast Guard and Maritime Transportation Hearing
on
“Port Development and the Environment at the Ports of Los Angeles and Long Beach”
August 4, 2008
Port of Long Beach, California
General Public Comment Form

1) Name: Jehan Reyes

Address:

P.O. Box 714

Sunset Beach, CA 90742

E-mail Address: waveswatcher@aol.com

As an Owner of a fairly large trucking company, | do not believe that implementing any fees on trucking
companies would be fair, as it is already very difficult to allow for this budget and to also comply with the
Clean Air emission, new trucks, diesel, etc. very costly! The other issues we face are so many Rules and
Regulations, the cost of work comp., taxes, fines, repairs, diesel etc. are causing to hire owner operators.
Shippers are not willing to pay more per load. if's a never ending cycle of expense, trucking companies
need help and better strategies to make profit not lost more. Thank you!
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Subcommittee on Coast Guard and Maritime Transportation
Hearing on “Port Development and the Environment at the Ports of Los
Angeles and Long Beach”

August 4, 2008
Port of Long Beach, California
General Public Comment Form*
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* These comments will be made part of the official record. Please hand in comment ’
before leaving. Thank you — Congresswoman Laura Richardson. —
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Subcommitte on Coast Guard and Maritime Transportation Hearing
on
“Port Development and the Environment at the Ports of Los Angeles and Long Beach
August 4, 2008
Port of Long Beach, California
General Public Comment Form

»

6) Name: Pat Rome
Address: 25327 Pine Creek Lane
Wilmington, Ca 90744

E-mail Address: pjwrome@yahoo.com

When will we learn that economics can not be sustainable at the expense of the environment? How can we
get all the different "agencies” in our government to talk to each other? Stop blaming each otheri!! We have
an irreplaceable asset in our port / shore — it must be cherished and protected - not exploited!! How do
cruise ships get to be registered off shore and not pay proper taxes and employee benefits? Qur health
should not be a cost of doing business profit. The city of Santa Monica has a solar powered car fleet- it is
possible!! Why isn't more of this sustainable economics promoted? Encouraged? The ports, cities country
cannot keep growing without built in sustainability. If we don't give these agencies that are supposed to
“protect” us the budget to function will fail.
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Subcommittee on Coast Guard and Maritime Transportation
Hearing on “Port Development and the Environment at the Ports of Los
Angeles and Long Beach”

August 4, 2008
Port of Long Beach, California
General Public Comment Form*
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* These comments will be made part of the official record. Please hand in comments
before leaving. Thank you — Congresswoman Laura Richardson.




115

a8/84/2888 12:19 8B11778 COMMUNITY RELATIONS PAGE 81

Testimony
Of
Dr. Geraldine Knatz
Executive Director
The Port of Los Angeles
On

Port Development and the Environment
At
The Ports of Los Angeles and Long Beach

Before The
United States House of Representatives
Committee on Transportation and Infrastructure
Subcommitiee
On

Coast Guard and Maritime Transportation

The Honorable Elijah E. Cummings

Chairman

August 4, 2008
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Chairman Cummings, members of the Subcommittes, thank you for traveling to
California to hold this important Congressional hearing today. For the Los Angeles
Board of Harbor Commissioners, Mayor Villaraigosa, and the Los Angeles City Council,

welcome to the San Pedro Bay Port Complex.

| appreciate your invitation o participate in this field hearing on “Port Development and
the Environment at the Ports of Los Ahgeles and Long Beach" because we have a
compelling story to tell about the steps we are takiné {0 protect the health of our citizens
by reducing emissions and other pollution, and how we are responding to record growth
and incorporating the most up-to-date sirategies to sustain our important role in the
nation’s economic vitality and the movement of goods into the American stream of

commerce,.

As you know, the Ports of Los Angeles and Long Beach - which we refer to as the San
Pedro Bay Port Complex ~ are the two largest container seaports In the United States,
and combined make the fifth busiest port mmplgx in the world. Nearly 45% of the
nation’s imported containerized cargo comas through our Ports. We handle mora than
$260 billion a year in trade throughout Califomia and the nation. In the Southem
California region, goods movement industries connected fo our Ports provide a half a
million jobs and produce billions in state and local business and tax revenues. Qur
publication, “America’s Gateway:' A National Goods Movement Corridor Economic
Impact Sfudy,” has been distributed to every member of the Transportation and
infrastructure Committee. This Study demonstrates the significant emnoﬁic impact
that the Ports of Los Angeles and Long Beach have on every state in the Union. On a

national basis, our Ports generate mors than 3.5 million jobs and impacts at least one
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business in every congressional district in the U.S. that either imports or exports goods

through our Port Complex.

Given the nation’s current economic conditions, ou;' frade volumes are down; however,
overall international trade through our Poris has g;'own by roughly seven percent per
y ar over the past decade. Currently, the two Ports handle 15.8 mﬂtion TEUs, or
twenty-foot-equivaltent units of containerized cargo, on an annual basie. The
unconstrained market demand forecast projects we will handle close to 60 million TEUs
by 2030. However, current capacity esﬁmateé for the year 2030 are closer to 40 million
TEUs. ‘ These figures are important because close to half of the containers that move
through our two Ports have origins or destinations east of the Rocky Mountains, This
growth trajectory creates tremendous challenges for our Port Complex and its

infrastructure.

These projections, and the commensurate impact to the environment from increased
activity at the Ports, create a self-evident imperative: we must grow green. Tens of
thousands of individuals live in the San Pedro, Wilmingtori. and Long Beach
communiﬁ‘es. and their livelihoods are directly connected to Port related operations and
this area’s goods movement industries. As employers and landlords, we need fo
ensure that we continue to operate an'efﬁc§ent, safe and healthy environment for those
individuals, and we have a moral obligation fo be responsible neighbors fo communities

here in the harbor, but also throughout the Southern California region.

Studies by the South Coast Air Quality Management District (SCAQMD) and California

Air Resources Board (CARB) have concluded that the more than two million people who
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live near the Ports of Los Angeles and Long Beach face greater health risks than those
who live elsewhere in the region. The South Coast Air Basin has the highest
concentrations of atmospheric ozone and other pollutants in the entire U.S., and we
expect that if the Ports do not take action at their own initiative, these agencies, charged

with addressing regional air quality, will require the Ports o act.

If the Ports do nvofhing. we also significanfly diminish our chances of executing
successful environmental impact studies as we seek to expand terminal operations, and
as we expand the Ports to atfract additional business. That loss of business fo the
growing competition from ports in Canada and Mexice would adversely affect the costs
of trade and goods movement throughout the U.S. because we handle such a high

percentage of the nation’s imports.

Clean Air Action Plan

While we take pride in saying that our joint Clean Air Action Plan is at its heart a local
initiative, | think one of the most impressive aspects of the plan is that it illusirates our
éommitrnent to work with the U.S. Environmental Protection Agency Region 9, the

California Air Resources Board, and the South Coast Air Quality Management District.

The Clean Air Action Plan is an ambitious plan that will cut overall emissions in half
even w_hilé we continue to grow our operations. wa strategic principles are driving our
actions with regard to the Clean Air Action Plan. First, we believe it is essential that key
Infrastructure projects and public health-related environmental improvements are
implemented in an integrated and coordinated fashion. The State's Goods Movement

Action Plan calls for "simultaneous and continuous” improvement in goods movement
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infrastructure and environmental mitigation. We will make this concept a reality at the
San Pedro Bay Ports. In order for the Ports to realize “green growth,” we will pursue a
sustainable and smart strategy of investment and work with our customers to assure

that this happens,

f

In the Los Angseles area, containers are moved primarily on three freeways and along
the Alameda Comidor. To address -existing transportation systemn deficiencies,
accommodate fulure traffic, and reduce emiss}ons, ‘our Ports have expended hundreds
of millions of dollars over the last ten years on critical, inten‘no&al transportation system

projects - projects of national significance. However, this is not enough.

Second, we are aggressively pursuing a goods movement investment strategy. Like
many major private and public corporations, the Ports have concluded that we must
take considered, well-planned action to reduce pollution before we are forced to take
mote drastic steps. Wa have coordinated our actions with the State of Califomia and
our regional partners, the Southern California Association of Governments, the Los
Angsles Metro, and other agencies -~ from the lnland Empire to Orange County - with
bold initiatives aimed at improving key infrastructm:e needs and addressing emissions
from goods movement in Southemn California. Recenﬂy, our Southem California
Consensus Working Group leveraged local funding resources to secure the
programming by the Qalifomia Transportation Commission of new State bond revenues
from the Trade Corridor improvement Fund, totaling $1.6 billion. While significant, this
action by the State is only a downpayment on meseting our goods movement needs in

Southern California.
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We have identified nearly $3 billion in immediate infrastructure improvements that are
needed in 6r near the Ports. These projects are Congressionally designated “projects
of national & regional significance” and “high-priority projects.” This $3 billion in
investment is in addition to the hundreds of milﬁons of dollars that will be spent for on-
dock railyards within Port terminals that reduce éruck trips and are developed with
revenue from cargo terminal leases. These projects have been in development for

several years, aven prior to the adoption of the Clean Air Action Plan.

Infrastructure Cargo Fee

One component of our overall strategy for addressing the consenquences of
extraordinary Port growth is the San Pedro Bay Infrastructure Cargo Fee. The
Infastructure Cargo Fee (ICF) complements our Clean Air Action Plan because it
addresses our need fo improve goods movement and simultaneously reduce emissions,
To further improve air quality and resolve existing transportation system deficiencies in
and around the Port Complex, our two Poﬁs are implementing several critical and

nationally-significant intermodal transportation system projects.

Because these projects cannot, and arguably should not, be paid {or entirely with
federal and state funds — despite their national significance — the two Ports began
studying ways to fund enhancements of our goods movement infrastructure.
Approximately three years ago, the two Ports started working together on a container
fee for local infrastructure. We took this on ourselves for three reasons:. 1) we saw the
value of having a committed stream of revenue to match bond measures devoted to
goods movement; 2} if we did not do it, there were likely to be state fees, possibly on

torms that we could not support; and, 3) as a self-help Port Complex, we wanted to
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create a model that would complement the policies and programs 1o be developed in
the next federal transportation authorization bill. We hope this bill will provide a new
dedicated federal account and program fo support -goods movement related

infrastructure projects and environmental improvements.

What is unique about the development of our container foe is our bottoms-up approach.
The fee structure is the result of a tho;"ough technical analysis and extensive three-y ar
dialogue with industry that began with an agreement on what projects should be funded.
The selected projects were also endorsed by Mayor Villariagosa's Goods Movement
Task Force and state and regionial agencies, and they ére included in the State of
California Business, Transportaﬁpn, & Housing Agency/CalEPA Goods Movement
Action Plan. These projects were also endorsed by industry, including the Waterfront
Coalition that represents shippers, the Pacific Merchant Shipping Association; and

labor.

Throughout this process, we worked to address industry concerns - they only wanted to
pay their fair share and wanted {fo see results for théir investment, ' Consequently, we
agreed that the fee would only be collected for a specific project after an Environmental
Impact Report was certified for that project. These days, getting an EI_R certified in
Southemn California is quite a feat;‘ and I.think it would be fair to say thét getting to that
stage actually means something as the EIRs are a primary vehicle for advancing the

implementation of our Clean Air Action Plan measures.

Tha infrastructure fee rate was established at a level that was based upon a detailed

and fair traffic nexus for each specific project. In other words, if 0% of the traffic that
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used a bridge was cargo related, then the container fee had to be set high enough fo
collect B0 percent of the cost of the bridge. At project completion, the fee associated
with that project would drop to zero. Because our fee will be made up of a composite of
fees for specific projects, all on different construction schedules, the fee will flucuate
over time. We anticipate it starting at approximately $15 dollars per TEU and going as
high as $18 per TEU based on the known fist of projects. Further, with the industry
share established, we then created a plan to finance each of the propgsed projects
which included contributions from the Parts along with a proposal for a fair-share

allocation from the State Proposition 1B Trade Cotridors Improvement Fund.

As such, in January 2008, our Ports adopted the Infrastructure Cargo Fee. Because of
the Ports’ work, our allocation of the state bond money nearly matched the Ports’
financing plan. By the year 2014, our fee wili support $2.9 biflion doltars in funding for

port-adjacent bridge, highway, freeway ramps and rail improvements.

The Ports believe that our bottoms-up approach and outreach to industry énabled usto
craft the Infrastructure Cargo Fee program that would avoid litigation from industry. To
date, there have been no challenges and we do ;not expect-any. Beyond our focal
project-focused fee, we also recognize the need for industry fees for regional projects.
in fact, our Ports considered collecting a fee for regional infrastructure, initially
identifying the Alameda Corridor East Project and a major rail intersection known ‘as
Colton Crossing. We put off our regional fee in deference to the legislation being
pursued by Califomia State Senator Lowenthal, which our Mayor supports. Even
though we fried to work the same strategy with industry on the regional fee - making

sure the money was used for projects industry supported -- | cannot say with certainty
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that we were able to develop the same support as we did for the fee to support local
projects. However, the Port of Los Angeles is committed to taking up the issue of

regional fees again, should it become necessary.

Chalman Cummings, we are aware the Subéommittee may examine national
infrastructure fees in next years transportation authorization bill. At one fime we
supported national fees, but now, from our perspective, “the ship has already left the
dock,® and any national container_ fes would be duplicative of what is in place here in
California. Anticipating enactment of State Senator Lowenthal's proposed container
fee, the Ports will have to reconcile this fee and the rail portion of the Ports'
Infrastructure Cargo Fee. We urge the Subcommiitee to ensure that port regions
around the country that have taken up local initiatives to address their infrastructure and
environmental needs are not penalized by the additional imposition of federally-imposed
fees. Any new federal legislation that would probose container fees should also provide
exemptions for independent and bold actions taken\by states or regions, like the efforts
we !"rave underway here at the Ports of Los Angeles and Long Beach. In fact,
Congressional legisiative action should reward states and regions that have taken
signifiicant responsbility for improving the efficiencies in the flow of goods through

international gatewways and along trade corridors and the nation’s logistcs system.

Tha Clean Truck Program

The Clean Trucks Program (CTP) is by far the single most challenging component of
the Clean Alr Action Plan as we seek to eliminate “dirty” diesel trucks from San Pedro
Bay cargo terminals within five years, ar;d replace them with a new generation of clean

or retrofitted vahiclas.

i
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Although a great deal of attention has been directed toward the CTP, it is only one
element of the more comprehensive Clean Alr A&ion Plan that the Ports approved
almost two years ago. That plan sought to control air poliution from all Port-related
sources; trucks were not singled out. ThelPors are attempting to encourage cleaner
port trucking while at the same time we are taking steps 1o address pollution from other
sources. We should not unfaidy burden those other sources while trucks continue to

fre ly poliuts,

One key feature of the CTP is truck fleet modernization. To accelerate this fleet
modemization program, we are focusing on altemative fuels and cleaner diesel. The
numbers may seem daunting — 16,800 individual frequent and semi-frequent-caller
trucks account for 80% of all truck visits at the Poris (an averags of 7.7 visits per week
pet truck) — but we are committed to this effort. As has been reported in the media, this

plan now faces a legal challenge from the American Trucking Assoctation.

W designed the CTP, after much input and much deliSeraticn, for a simple reason: we
baelieve that the trucking system serving our Ports will not be a cleaner, safer, or more
secure system without a major transformation regardiess of what we may do in the near
term. While the CTP offers incentives that will help us aftain an immediate 80-percent
reduction in truck pollution, it a!éo encourages participation frdm outside operators who
can provide the most sustainable long-term solution for protecting public health and
safety. Equally imporiant, tﬁe CTP offers us the opportunity to establish measures that
will be nacessary to address vulnerabilities in the physical security of the Ports, These
vulnerabilities mean that we face the risk that our facilities could be used by tenqﬁsts or

criminals. The longer these vulnerabilities remain unaddressed, the greater the risk that
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we will pay a steep price for inaction. Furthermore, if wa fail fo cultivate a responsible
and financially viable pott trucking system, a decade from now we will once again be

throwing billions of dollars at this chronic problem.

According to an analysis performed for us by The Boston Consulting Group, the cuirent
truck drayage system imposes annual costs of between $500 million and $1.7 billion as
a result of operational inefficiencies such as under-utilization, traffic congestion and the
irregular utilization of drivers, through the impact oh our communities from truck traffic
and parking, and public health impacts. By assembling a concessionaire network of
Licensed Motor Carriers that will have direct control over employee drivers, we can
more effectively ensure that concessionaires address security issues, improve truck
safety at the Ports and in our communities, and confribute fo more effective Port
operations overall. For example, concessionaires could improve drayage efficiency by
having multiple emp!oyeeé drive a single truck. As a result, fewer trucks can pick up
‘ more containers, and the cost of adopting common trucking industry technology, such
as on-board GPS tracking, would decrease, thereby allowing concessionairas o

operate in the same efficient manner as today’s nationwide major fleet operators.

Over the past year, both Port Commissions have approved cargo fee tariffs to
-accelerate the replacement of the existing truck fleet. We do this by assessing a $35
gate fee per twenty-foot coﬁtainer unit. The funds generated will help underwrite the
replacement of the existing truck fleet. The Port of Los Angeles CTP incorporates
certain fee exemptions; for example, all privately-funded 2007-compliant trucks, meeting
Fodoral Emission Standards, will be exempted from the $35 per TEU fee. The

exemptions offered by the Port of Los Angeles’ CTP are intended to encourage more

10
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rapid investment in cleaner, 2007 model year-compliant trucks. The Port will buy older
trucks as part of a Scrap Truck Buyback Program, to accelerate the removal of pre-
1989 trucks from Port service. _ln addition, a Truck Procurement Assistance Program
will help to ensure that concessionaries receive the best possible truck prices through

volume pricing agreements.

We have continued to work conperativaly, and effectively, to make the CTP a statewide
and national model. Recently, in fact, the California Air Resources Board awarded $98
million in State bond funds to the two Ports to assist in jump-starting the CTP. The
Ports appreciate CARB's partnership, and expect additional funding support in the
future. The watchword for all our decisions has been sustainabifity - we are seeking
to build a sustainable program that meeis not just our near-term goals, but establishes
the framework we need to continue our progéss in the years to come in the face of

business, trade, and environmental challénges that can only be imagined now.

Mr. Chairman, | want o take this opportunity to thank you, Chairman Obaerstar, and
members of the Transportation and Infrastructure Committee for your collective
leadership in securing enactment of “The Marifime Pollution Frevention Act of 2008,
H.R. 802. We believe this historic legislation provides an important administrative
framework for implementing MARPOL Annex VI which supports our emissions reduction

efforts at the San Pedro Bay Port Complex.

Conclusion

Lastly, as Amenica’s Port and International Gateway, the Ports of Los Angeles and Long

Beach play a critical role in the reliable movement of goods which the nafion's

11
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businesses and consumers have come 10 rely on every day. Combined, the San Pedro
Bay Ports and our region's trade corridor and logistics system have become the nation's
“loading dock” and serve as an important dynamic economic engine for the country,

enhancing our natlon's giobal compstitiveness.

We look forward to the next federal transportation authorization bill. it will provide a
very timely opportunity for Congress fo address the need for a true cost-sharing
arrangement fo meet the critical goods movement-related infrastructure requirements
facing trade cormidors and international gateways, such as the Ports of Los Angeles and
Long Beach. To datg. the failure of transportation policy fo address goods movement
funding has created an “unfunded federal trads mapdate" for Southem California. Mr.
Chairman, we stand ready to work with you and your colleagues on the Committee
towards a new expanded transportation policy that includes, among other key
provisions, enhanced financial resources and a new dedicated federal account to
support critical goods movement-related infrastructure and environmental improvements

to address emissions from diesel trucks, container ships and railroad engines.

in closing, we very much appreciate your coming to the Ports today. Thank you for your
interest in the ongoing development of the Ports of Los Angeles and Long Beach, and
the programs that we are implementing to ensure green growth and long-term

sustainability.

14
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Statement of the Honorable Ronald O. Loveridge
Mayor of Riverside, California
3900 Main Street, Riverside, CA 92522
951-826-5551

Testimony Before the

Subcommittee on Coast Guard and Maritime Transportation
of the House Transportation and Infrastructure Committee

Port Development and the Environment at the Ports of Los Angeles
and Long Beach

August 4, 2008

Mr. Chairman and Members of the Subcommittee:

Thank you for the opportunity to testify before the subcommittee this
afternoon. Goods Movement is one of the most important public policy
issues facing Southern California-—-the state and our nation. The City of
Riverside is over sixty miles inland from the Ports of Los Angeles and Long
Beach, but it is one of the most negatively impacted cities by freight train
traffic, as goods move from the ports to the rest of the country.

Goods Movement and the Regional Economy

California is the number one freight destination in the United States by
value, and the state’s freight movement is centered on the five-county
Southern California region. In 2007, the Ports of Los Angeles and Long
Beach handled approximately 40 percent of all of the containers entering
the United States. In 2008, the Port of Los Angeles and the Port of Long
Beach were the first and second busiest container ports in the country.

Consequently, rail traffic in the region is expected to increase 240
percent... from 91 million tons in 1995 to 309 million tons in 2020. More
than 75 percent of the rail freight exiting the Ports of Los Angeles and Long
Beach travels through the Inland Empire to destinations in every state.
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Impact on our City

The City of Riverside, with nearly 300,000 residents and employment of
over 167,000 is directly impacted by the rail traffic moving from the ports to
the rest of the nation. The city is trisected by two major freight lines, the
Union Pacific and Burlington Northern Santa Fe.

In 2003, 68 million tons of rail freight passed through Riverside County with
less than 5 percent of that total either originating or ending locally. Our
location within the Southern California goods movement network makes
Riverside “ground zero” for train/automobile interaction, which creates
problems unique to the city and our residents. The impact of goods
movement on our mobility is a major challenge for our city and is the top
quality of life concern of our residents.

On a daily basis, as many as 128 trains move through the City of
Riverside. As a result, the residents of Riverside currently encounter
the crossing gates down for an average of three hours per day and as
long as six hours per day at each of the twenty-six priority at-grade
crossings in the city.

These blockages of major thoroughfares directly impact:

s Public safety emergency response times;
¢ Vehicular safety;
e Ajr quality; and,

Economic development.

Public Safety

Goods movement can be an issue of life or death. In our City, responding
police, fire and EMT vehicles were delayed 769 times in 2007, with delays
as long as 32 minutes. Just a few minutes can make a critical difference
for cardiac arrest, stroke, and traffic accident victims.

Because fire grows exponentially, a delay of only a few minutes allows a
fire to further intensify, causing great destruction and increasing the
likelihood of injury or death.
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Vehicular Safety

Between 1998 and 2007, the following incidents occurred:

¢ In the City of Riverside, 29 highway-rail incidents, resulting in six
injuries and seven fatalities.

+ In Riverside County, 53 highway-rail incidents, resulting in 10 deaths
and 10 injuries. There have been 4 fatalities in Riverside County
during the past two months.

+ In the state of California, 1,080 highway-rail incidents, resulting in 220
deaths and 370 injuries.

As the Committee develops a comprehensive goods movement program
for the next transportation bill, a safety component must be considered.

Air Quality Hazard

According to the California's Goods Movement Action Plan, goods
movement is now the dominant contributor to transportation-related
emissions in the State.

Adverse health impacts from pollutants include premature death, cancer
risk, respiratory ilinesses, and increased risk of heart disease. California
Air Resource Board staff estimate that current emissions related to goods
movement result in approximately 640 premature deaths per year in
California. Without additional emission controls, that figure is estimated to
rise to approximately 915 premature deaths per year by 2020.

Eliminating at-grade crossings will reduce the levels of pollutants released
by idling cars, trucks and buses stopped for rail traffic, which now generate
45 tons annually in Riverside County. The impact would increase to 212
tons annually by 2030, as traffic is expected to back up as much as three
miles each time the crossing gate goes down.

Economic Development

Addressing these at-grade crossings is paramount for the City's long-term
economic development.

For example, employees at one of the city’'s major employment centers,
Hunter Business Park, must pass through the lowa Avenue at-grade
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crossing to reach the 215 freeway. The crossing gate was down for 6
hours per day in September 2007, which is already close to the 2030
estimate of 6.29 hours per day. And the gate down time will only increase
as the number of trains increase to 169 per day by 2030. These delays
decrease the productivity for the employees in the course of their work, as
well as hinder their personal obligations as they drive to appointments or
pick up their children from school.

The city is working to pull together the $32 mitiion in local, state and federal
funds needed to complete this grade separation project, and construction is
scheduled to begin in early 2010.

Conclusion --- Grade Separations

The elimination of at-grade railroad crossings throughout Southern
California ranks among the most critical elements of the goods movement
solution, improving safety, traffic mobility and air quality.

The main challenge is funding. While the city and the county are
commiitted to providing local funding, we need additional state and federal
assistance to help pay for impacts of national goods movement in local
communities.

In November 2006, Californians overwhelmingly voted for Proposition 1B,
which authorized the sale of $19.9 billion in general obligation bonds to
relieve local congestion, enhance safety, speed goods movement, and
improve air quality. Proposition 1B will be a great stimulus for the State. In
Riverside, for example, seven grade separations are under design and one
is under construction. However, at a cost of $30-50 million per grade
separation we need the federal government to be a committed partner
to make a real impact in alleviating the impact of national goods
movement in the region.

Identifying new funding sources must be a primary issue in the upcoming
year.

My Congressman, Ken Calvert, recently infroduced the ON TIME Act. This
bill is a good first step in addressing the regional impacts of goods
movement, and working through the challenges of financing these
important infrastructure projects.
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As the Committee begins to draft the next transportation bill, | am
committed to working with you to provide local perspective as the Mayor of
Riverside and a national overview as the second vice president of the
National League of Cities.

Thank you for the opportunity to testify before you this afternoon on these
very important issues. | look forward to answering any questions that the
committee members may have.
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TESTIMONY
House Sub-Committee on the Coast Guard and Maritime Transportation
Field Hearing in Long Beach, California
Augnst 4, 2008

Chuck Mack, International Vice President
International Brotherhood of Teamsters

Thank you, Chairman Cummings and members of the Sub-Committee on the Coast Guard and
Maritime Transportation for the opportunity to present testimony on Port Development and the
Environment at the Ports of Los Angeles and Long Beach. My name is Chuck Mack and | am an
International Vice President of the International Brotherhood of Teamsters and Director of the
union’s Port Division.

For the past two ycars the Teamsters have partncred with the Natural Resources Defense
Council, the Sierra Club, the American Lung Association, the Coalition for Clean Air, the Long
Beach Alliance for Children With Asthma and over 30 other local, state and national
organizations. We formed the Coalition for Clean & Safe Ports because the backwards economic
conditions at the ports - particularly in the port trucking industry, has led to the environmental
crisis we now face.

For too long, trucking companies and their shipper clients have been allowed to squeeze out
more profits on the backs of over 20,000 workers across the state who keep our global economy
moving, If we allow this broken system to continue, this workforce and taxpayers will continue
to pay a dear price, both in dollars and with their health.

Goods movement prematurely claims the lives of over 3,700 Californians a year. In this very
community we are in today, pollution from port trucks kills two people each and every week, and
a broken port trucking system is to blame. Here’s how it works -- trucking companies who hire
drivers are currently free to skirt their responsibilities as legitimate employers, enabling them to
cheat the state out ot millions in payroll taxes by hiring so-called “independent contractors.”

But let me be clear: Port drivers are not small business owners. They are severcly underpaid
workers who must sign leases that usually force them to haul for only one company, with no
ahility to negotiate rates, a fact that has led the attorney general to launch an industry-wide
investigation. Their misclassification pins them with all the responsibility to buy and maintain
trucks. They receive no health care, no social security, not even worker’s compensation, They
are paid only by the load, not the trip, traffic, or time, and only bring home on average $29,000 a
year - far lower when the price of diesel climbs to over $5.15 an hour as it is now,

It should come as no surprise that labor unrest is a pervasive feature of the port economy
throughout North America, particularly here in southem Califoria. Iu the nearly three decades
since deregulation, drivers in US ports have struck, staged convoys and shut down the ports to
protest their conditions related to the legal fiction that they are independent businesses, not

iz 3vvd SNOLIVT3d ALINOWWOO BLLTIEE BBIET B8BBL/bE/B8



134

workers. This frequent unrest adds additional costs to business, workers and the community,
costing port stakeholders millions of dollars.

Los Angeles and Long Beach were the sites of two major strikes that that lasted several months
in 1988 and 1995, involving thousands of misclassified drivers who halted ail economic activity.
With diesel costs soaring, more recently hundreds of drivers parked their trucks in protest in
Oukland.

The dire economic conditions means this primarily immigrant workforce also owns the oldest
and most polluting trucks. Recent emission tests conducted by the Natural Resources Defens
Council showed that port drivers suffer some of the worst health effects from the dirty port
trucking system because they breathe toxic fumes while idling in their trucks in line behind other
dirty diesel trucks for hours to enter and exit the terminals.

People familiar with the ports describe the industry as “where old trucks go to die,” because the
market is so fragmented and unstable, but more literally because the average port truck in LA
and Long Beach is 13 years old. Twelve percent of the current port truck fleet pre-dates 1989,
The concentration of old diesel trucks in one place makes for a public health nightmare in harbor
communities, A truck that is ten years old produces ten times the pollution as a new 2007 diesel
truck, while a truck made before 1989 produces 60 times the amount of pollution as a model year
2007 truck. Old, ill-maintained trucks are one of the biggest culprits that make the ports the
single largest stationary air pollution source in the State of California.

In order for the ports to continue to grow, officials reached a consensus that dramatic
environmental mitigation measures weors necsssary to reduce overall emissions by 45 percent
within five years. To achieve this goal as laid out in their Clean Air Action Plan, the ports are
first relying on a landmark effort that will reduce emissions from port trucks by 80 percent and
stabilize the workforce. -

Failure to clean up port trucks will cost the region nearly 56 billion in premature deaths, hospital
admissions, respiratory illnesses and lost school and workdays over the next ten years.' Given the
history of environmental and community litigation, particularly the success of a lawsuit against a
proposed China Shipping terminal expansion project, failure to achieve emissions-reduction
targets could also block necded infrastructure projects like the Middle Harbor projeet in Long
Beach from coming on line to expand the ports’ capacity. In Los Angeles, the TraPac terminal
expansion project was granted a green light but only on the assumption that all trucks serving
both ports will meet or exceed 2007 emission standards within five years.

More simply put, its obvious that the status quo fails workers, business and the community alike.
The Teamsters Union shares the belief that bold measures are critical to create livable,
sustainable communities for working families of the region. That means we need to attack the
root cause of the problem to solve the port trucking mess for the long term. Covering it up witha
band-ajd will fail all stakeholders ~ the Teamsters and all of our coalition partners vnly support a
real cure will keep dirty diesel trucks off the road for good.
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Several studies on port driver eamings provide statistical evidence why it is impossible for the
current workforce who own trucks at the port to purchase new clean equipment. Even with
subsidies financed through container fees, under no scepario can they as individuals afford the
modernized fleet soon required by the Ports.

But all the statistics in the world don't tell the whole story until you put a human face to it. 1
would like to provide a couple of real life examples to illustrate the point.

At the end of my testimony, there is a spreadsheet titled, “Establishing a baseline for driver
hourly eamnings” which provides a real-life account of Lucia Dominguez who works for Land
Truck at the ports of LA and LB. Afier subtracting all of her truck expenses from her gross
income, then taking info account the number of hours she worked, her take-home pay was only
$10.16 an hour. Nearly one third of her income goes towards paying for fuel. More than half of
her total eamings go toward paying her truck expenses. And she does not even have a truck

payment. I she had a $500 to $600 monthly truck lease payment, her hourly pay would plummet
to $7.50 an hour.

Then there is Oscar Tarclo, who camns third world wages despite being born and raised in Long
Beach. He is the father of three children who suffer from asthma, and has been a port driver for
nine years. In 2004 Oscar opted ta take clean air into his own hands and purchased a truck
through Gateway Cities, a limited grant program resembling the Clean Trucks scheme recently
approved by Long Beach Harbor Commissioners.

- Oscar wanted to escape the diesel that permeated every aspect of his life, but soon discovered
there was no way out. The debt he was left with ($700 a month on his loan) along with the
soaring cost of fuel and other expenses, has made it impossible for Oscar to properly maintain
his truck to keep it clean-burning. This past Spring Oscar's truck broke down. He was forced to
take it to a back-alley repair shop where he could barter for parts and pay a small fraction of
what a dealer would charge.

He often works up to 70 hours a week to make his monthly truck payment, and the year after he's
finally paid it off, in 2010, the Port will have to shell out another $20,000 for it to be retrofitted.

Further, new trucks are more expensive and difficult to maintain and keep in optimal working
order. .

And then what? In 2012, will he have to come up with $100,000 plus for a 2007 truck or newer?
Or will he qualify for a subsidy that will give him monthly payments too steep to afford fuel and
necessary, high tech maintenance? Oscar Tarelo says he's had it with half-baked schemes, he's
got a different plan: “I'll go haul at the Port of LA, where they are going to make the companies
pay for the frucks.”

The Los Angeles Clean Trucks Program is the only comprehensive, sustainable program that
economists and environmentalists agree will clean the air in the long term and will better equip
the industry for today’s rapidly changing global economy.
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Its lasting success hinges upon & 217 century business model that no longer forces impoverished
truck drivets to be in charge of cleaner commerce. Instead it requires the industry that profits
take responsibility for their workforce and a new fleet. And, because of powerful incentives built
in to the proposal for the purchase of alt-fuel trucks like the 100 percent exemption from a per
truck cargo fee, cleaner trucks will get on the road quicker.

The cavemnan economics won't allow anyone 1o compete and wili only perpetuate a race to the
bottom at our ports. Now, forward-looking investors and businesses can plan for @ stable, strong
and capitalized port trucking industry equipped to handlec projected trade increascs.

Fundamentally, what the Port of LA is trying to achieve with their (lean Trucks Program is to
minimize the amount of equipment and hardware by maximizing the use of labor. Onlya
company-based system that enables the Port to hold trucking companies accountable for their
operations is capable of achieving this fundamental objective. If companies are responsible for
the costs of owning and maintaining the trucks operating under their authority, they will have
eeonumic incentives to maximize the hours each truck is in service. An owner operator system
prevents these efficiencies from occurring because the owner of the truck is limited in the
number of hours he can work, notwithstanding that the owncr operator system makes drivers
akin to sharecroppers on wheels.

Minimizing the number of trucks serving the port by maximizing their hours of service will
reduce the number of trucks, reduce congestions and wait times, increase operational efficiencies
through more load matching, Finally, the ports need a program so they can achieve 2 greater
level of security at the port. The Transportation Worker Identification Credential has taken years
1o get off the ground, and it is unclear when it will actually be operational. In the meantime, the
ports need to be able to identify who the drivers are in case there is a problem. The Clean Trucks
Program will ensble them to register drivers and require trucking companics to be hold
responsible for their workforce. For example, if there is a security issue now, the port has no way
of verifying who the driver is. The port could contact dozens of trucking companies and still nat
find out who the driver is. Conversely, if there is a security issue with a longshore worker, the
port only needs to contact the International Longshore and Warehouse Union local union or one
of the terminal operators to find who the worker in question is. The Clean Trucks Program will
greatly enhance security because it will require trucks operating at the Port to be owned and
registered by companies given a five-year permit — concession — in order 1o access the Port.

These concessionaires will employ truck drivers and be held accountable for ensuring that all
trucks meet the requirements of the Clean Truck Program over the long run — from proper
maintenance of trucks to security and licensing — 2 departure from the loose, independent
structure without safeguards now in effect at the Port.

By fixing this broken system at the root of the Port’s truck pollution problem, LA’s strategy
improves security and public safety at the region’s most important trade center,

While the San Pedro Ports are the first ports in the United States to address the port truck
pollution, they are not the first in North America to enact a license program to stabilize the
industry. In 1999, the YVancouver Port Authority enacted a truck liconsing program that restricts
access to trucking companies that have obtained a license from the port. The Vancouver Port
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Authority credits its current workforce stability to a mandatory licensing system for trucking
companies doing business at the ports that hire employees. The trucking industry in Canada has
accepted this business model without litigation. Further, the Port is now phasing in truck
standards to clean up the fleet.

Finally, the temporary container fee that the ports enacted is a one-time subsidy to enable the
port trucking industry to transition to an asset-based, clean truck operational model, Given the
reluctance on the part of the big retail shippers to pay haul rates to trucking companies that
would enable them tn purchase new clean equipment on a regular basis, a temporary container
fee is a reasonable user fee imposed on the shippers to finance this transition,

In the face of the unreasonable efforts by the American Trucking Association to block the
enactment of the ports” Clean Trucks Programs, the Teamsters Union urges this Committee to
provide whatever support it can to ensure the successful implemerntation of the Los Angeles
Clean Trucks Program for the health of our communities, the workers at the ports, and for the
futurc health of our economy.

Thank you,

1%Road to shared prosperity,” Los Angeles Alliance for a New Economy. 2007,
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Summary

Economic growth at the Ports of Los Angeles and Long Beach (the “Ports™)
depends on current, practical, well-financed solutions to the serious public health
problem caused by Port-related diesel pollution. If those solutions are blocked,
Port growth will not occur.

Diesel pollution from the goods movement industry is estimated to cause 3,700
premature deaths in California every year, more than the number of homicides.
This pollution also costs the California economy billions of dollars every year in
lost work days and medical costs

The Ports are embarking on multi-billion dollar expansion projects now. But,
without solutions in place to the existing and future problems of diesel pollution,
those projects will sit empty as cargo ships are forced to find other ports.

The two largest sources of diesel pollution at the Ports are diesel trucks and
oceangoing vessels. The Ports have in place plans to replace the 16,000 Port-
serving trucks with clean, 2007 diesels. Carrying out these plans will cost several
billion dellars, and without funding from Port-imposed container fees, the truck
plans will fail. The Ports also have in place a temporary, voluntary program to
incentivize the use of very low-sulfur marine fuel, in the expectation that state-
wide rules from the California Air Resources Board (CARB) on low-sulfur
marine fuel will go into effect in 2009.

The trucking industry has sued to block the Ports’ clean truck pians. The shipping
industry is expected to (once again) sue CARB to block the state-wide low-sulfur
marine fuel rule. If either of these lawsuits is successful, port expansion and

infrastructure development will stop.
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Introduction

Thank you for the opportunity to discuss Port development and the environment in
Southern California. My name is David Pettit. I'm a Senior Attorney for the Natural
Resources Defense Council (NRDC) and the Director of NRDC’s Southern California
Air Quality Program. NRDC is a national nonprofit organization of scientists, lawyers
and environmental specialists dedicated to protecting public health and the environment.
Founded in 1970, NRDC has more than 1.2 million members and online activists
nationwide, served from offices in New York, Washington, Santa Monica, San Francisco,

Chicago, and Beijing.

Mr. Chairman, as you may know, the Ports of Los Angeles and Long Beach are,
collectively, the fifth largest port in the world, and handle roughly 40% of all imports to

the United States. Business at these ports is predicted to triple within the next 20 years.

But this commercial success has come at a very high price to public health in Southern
California. Our ports are already the biggest polluters in the most polluted region in the
United States. The already high rates of asthma, lung cancer, cardio-respiratory and other
diseases are rising sharply in communities near the ports and near the highways and
railyards that serve the ports. An increase in Port business without addressing this public

health problem would be unconscionable — and illegal.

NRDC has been working with the Ports for years, sometimes collaborating, sometimes
litigating, in an attempt to clean up Port-related air pollution. In this testimony, I will
describe how this is an important juncture for the Ports. The Ports can continue on a path
of treating the skies as an open sewer by emitting harmful pollution and greenhouse

gasses. Or, in the alternative, industry and other stakeholders can halt their unfettered
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opposition to efforts aimed at reducing the impacts from port operations, which will
allow a more sustainable and robust goods movement system to emerge. [ think the latter
is the far superior path, and I will lay out several policy prescriptions that will allow the

ports to reduce their impacts while concurrently allowing them to prosper economically,

Air Pollution At The Ports Of Los Angeles And Long Beach

The toxic air pollutant of most concern at the Ports is diesel particulate emissions from
trucks, ships, trains, cargo handling equipment and tugs. The health problems associated
with diesel particulate pollution are well known. Diesel exhaust is more than just gas. It
also includes particulate matter (“PM”) — tiny particles of metal, carbon and other
chemicals that are many times smaller than the diameter of a human hair. These
particulates can be made up in part by arsenic, cadmium, nickel, inorganic lead, antimony
compounds, beryllium compounds, cobalt compounds, manganese compounds, mercury
compounds, phosphorus, and/or selenium compounds. In addition, diesel PM also
contains volatile organic compounds (“VOCs”) and other toxic substances that are
adsorbed onto the particles’ surfaces. The gaseous components of diesel exhaust are also
believed to be dangerous to human health. Diesel particulates have been found to be

likely human carcinogens by the U.S. Environmental Protection Agency.

As the Ports themselves have recognized in their Clean Air Action Plan', the two biggest
sources of diesel particulate emissions at the Ports are ships and trucks. In 2006, the
latest year for which data are available, the Port of Los Angeles was responsible for 1,126

tons of diesel particulates, and the Port of Long Beach for 1,111. These figures show a7

' The San Pedro Bay Ports Clean Air Action Plan may be found at:
http://www cleanairactionplan.org/.
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% increase over the already poisonous 2005 levels.? Every 17 tons of diesel pollution
causes one premature death and significant iliness. There is no recognized safe level for
these poltutants, Soot from diesel particulates is also a significant contributor to global

warming.3

In studies by California’s South Coast Air Quality Management District (AQMD)
beginning in 1998, AQMD found that diesel particulates are the dominant toxic air
pollutant based on cancer risk in the AQMD’s jurisdiction, accounting for an estimated
84% of the risk.* In its most recent version of the Multiple Air Toxics Study for the
South Coast Air Basin, the AQMD determined that “[m]Jodeling analysis shows the
highest risks from air toxics surrounding the port areas, with the highest grid cell risk
about 2,900 per million, followed by the area south of central Los Angeles where there is

a major transportation corridor.”® By way of example, on the next page we present a

% The 2005 and 2006 emissions inventories for the Port of Los Angeles may be found at:
http://www .portoflosangeles.org/environment/studies_reports.asp. For Long Beach, the
2005 emissions inventory may be found at:
http://polb.com/civica/filebank/blobdload.asp?BlobiDD=4412, and links to the 2006
emissions inventory at: hitp://www.polb.com/environment/air_guality/documents.asp.

* In the United States, toxic diese! emissions are responsible for more than half of the
black carbon soot released (CARB, Health Effects of Diesel Exhaust Particulate Matter,
2007). A recent report funded in part by the California Energy Commission concluded
that “black carbon pollution, which scientists blame for the premature deaths of more
than a million people, is one of the major contributors to the retreat of the Himalayan
glaciers.” The potential role of black carbon in moving the earth toward a climate tipping
point related to melting of glaciers or ice sheets requires serious attention. See also
hitp:/iwww.nrde. org/globalWarming/boosting/contents.asp; Houston Chronicle, July 28, 2008
(“Scientists Find Soot Has An Even Darker Side™).

* The AQMD has jurisdiction over an area of 6,745 square miles, with a population of
over 15 million. Its jurisdiction includes the Ports of Los Angeles and Long Beach, as
well as several enormous railyards and intermodal facilities.

> SCAQMD, Draft Multiple Air Toxics Exposure Study in the South Coast Air Basin, 6-2
(January 2008), http://www.agmd.gov/prdas/matesIIl/matesIiL.html. The “major
transportation corridor” referenced is one that is heavily used by diesel trucks carrying
cargo containers to local railyards.
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graphic showing the sensitive receptors® for air pollution within five miles of a proposed

Port of Los Angeles expansion project at the China Shipping terminal.

Human Health Effects Of Diesel Particulate Pollution
There are many studies of the human health effects of diesel particulates, including
studies on the effects on people who live and work near ports and highways that facilitate

cargo movement. For example, in 2007, NRDC and the Coalition for Clean and Safe

¢ Sensitive receptors or individuals refer to those segments of the population most
susceptible to poor air quality (i.e., children, the elderly, and those with pre-existing
serious health problems affected by air quality). Land uses where sensitive individuals
are most likely to spend time include schools and schoolyards, parks and playgrounds,
daycare centers, nursing homes, hospitals, and residential communities (sensitive sites or
sensitive land uses). See CARB, "Air Quality and Land Use Handbook: A Community
Health Perspective,” at: http://www .arb.ca.gov/ch/handbook.doc
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Ports released a study on the exposure of port truck drivers to diesel exhaust at the Port of
Oakland. The study, which included measurements of pollution inside the cab of trucks
while drivers were working, found that average black carbon levels (an indicator for
diesel PM) measured within truck cabs were at least 10 times higher than the background
levels found in a working class Oakland neighborhood. The study also found that port
drivers are exposed to increased health risk by up to 2,600 excess cancer cases per
million people—double the level considered acceptable by the Occupational Safety and
Health Administration, and up to 2,000 times greater than the level typically considered
acceptable by state and federal environmental protection agencies.” In its Goods
Movement Emissions Reduction Plan, the California Air Resources Board (CARB) noted
that goods movement-related air pollution can increase all-cause mortality,
cardiopulmonary mortality and lung cancer mortality in adults, infant mortality, hospital
admissions for all pulmonary illnesses, chronic obstructive pulmonary disease,
pneumonia, asthma, and all cardiovascular illnesses. It can also contribute to pre-term
births and lower birth weight. Sensitive groups, including children and infants, the
elderly, and people with heart or lung disease, can be at increased risk of experiencing

harmful effects from exposure to air pollution.

CARB found that goods movement-related pollution in California causes 62,000 cases
per year of asthma and other lower respiratory symptoms. A recent study by the Long

Beach Alliance for Children with Asthma found that rates of childhood asthma near the

7 The NRDC study may be found at:
http://www.nrdc.org/health/effects/driving/driving.pdf.
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Ports and Port-serving freeways are 21.9%, compared to 15.6% for the Los Angeles

region overall and 14.2% nationally.?

CARB also found that people living in communities close to the source of goods
movement-related emissions, such as ports, railyards and inter-modal transfer facilities
are likely to suffer greater health impacts and these impacts will likely add to an existing
health burden.” Recent evidence also indicates that air pollution exposure can impair
lung function growth in children. The long-term consequences of lower lung function can
include shorter lifespan, as lung function peaks in young adulthood and declines
thereafter; lung function is the most significant predictor of mortality in the elderly.”
CARB has recently estimated that 3,700 premature deaths occur every year in California
as a result of pollution from the transportation of goods,'! this is more than the number of
people who die from homicide in California every year. CARB’s Goods Movement
Emissions Reduction Plan estimates the cost to society of the deaths, illnesses,
hospitalizations and lost work days caused by goods movement pollution as several
billion dollars per year. We will describe below practical solutions for this devastating

problem.

Port-serving Diesel Trucks’ Contribution To Air Pollution In Southern California
The ports are where old trucks go to die. As long-haul diese! trucks end their useful
lives, they tend to be shified to short-haul work at our ports nationwide. These are,

typically, the oldest, dirtiest, and worst maintained trucks in the fleet. A typical use for

¥ See the California Health Interview Survey, Lifetime Asthma Prevalence 2007,
available at: http://www.chis.ucla.edu/.

® CARB’s Goods Movement Emissions Reduction Plan may be found at:
http://www.arb.ca.gov/planning/gmerp/gmerp.htm

" See http://www.nih.gov/news/pr/sep2004/nichs-08a.htm

" http:/fwww.arb.ca.gov/Research/Health/pm-mort/pm-mortdraft. pdf
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these trucks at the Southern California Ports is to transport cargo containers from the

ports to intermodal railyards, the closest of which is only 4 miles away.

This problem of highly-polluting port-serving diesel trucks is exacerbated by the current
economic model of port trucking. Most port truckdrivers are classified as independent
owner/operators, and are paid by licensed motor carriers who contract with them on a
per-trip basis without any health or other benefits. As a result, the drivers serving the
Ports of Los Angeles and Long Beach typically take home less than $30,000 per year,
leaving little, if anything, left to pay for expensive maintenance or repairs.'> Moreover, a
trip to the repair shop typically means that a truck will be out of service for a day or more
— and the driver earns no income. These hardships are entirely unnecessary, however.
The Ports can solve these problems through sustainable clean truck programs, such as

that recently adopted by the Port of Los Angeles.

Oceangoing Vessels’ Contribution To Air Pollution In Southern California
In 2007, the Ports of Los Angeles and Long Beach handled 15.7 million TEUs (twenty
foot equivalent units) of containerized cargo, 145% of the volume they handled ten years

earlier (6.4 million TEUs). Collectively, there were thousands of ship calls in these ports

in 2007.

Oceangoing vessels burn the dirtiest diesel fuel in existence, called bunker fuel or
residual oil. This fuel is highly contaminated with sulfur and other toxic materials, and is
a solid, asphalt-like substance at room temperature; it must be heated to flow into ships’

engines. Under the very loose regulations from the International Maritime Organization

12 See the March 6, 2008 Beacon Economics presentation to the Port of Los Angeles,
located at: http://www.portofoakland.com/pdf/ctmp 03.pdf. The $30,000 figure was
obtained before the recent spike in diesel fuel prices.




150

(IMO), this fuel can contain up to 45,000 parts per million sulfur. By contrast, diesel
trucks in California burn fuel with a maximum of 15 parts per million sulfur.”® The
sulfur content of diesel fuel is the most important determinant of how much diesel

particulate matter will be emitted when the fuel is burned.

Unless a ship at dock is hooked up to shoreside electrical power (“cold ironing”) — and
few are — these huge cargo ships continue to burn diesel fuel while running their auxiliary
engines 24/7 while at dock. In the time it takes to unload and load a large container ship,
that ship will emit as much pollution as 1 million cars. Diesel particulate pollution tends
to fall to earth relatively near its source. Thus, as AQMD and others have found, the
health risks from this pollution are greatest near the Ports and the cargo routes from the

Ports.

Port Infrastructure Needs And Green Growth
Although imports at the Ports are currently below last year’s, it is widely expected that
import growth will return to the high growth rates that have been experienced over the
last decade. The current infrastructure at the Ports is incapable of handling growth of that
magnitude, and as a consequence a number of expansion projects are under way. These
include:

o The TraPac terminal expansion project at the Port of Los Angeles. This project

alone will add the throughput of the Port of Houston to the Port of Los Angeles.

3 1n 2006, CARB enacted a rule requiring oceangoing vessels to use 5,000 parts per
million sulfur fuel in their auxiliary engines within 24 miles of the California coast. The
shipping industry successfully enjoined implementation of the rule. In July, 2008, CARB
enacted a new rule requiring low-sulfur fuel in the main engines, auxiliary engines and
boilers of oceangoing vessels within 24 miles of the coast. It is expected that industry
will sue to invalidate this rule also.
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» The China Shipping Phases Il and III terminal expansion project at the Port of Los
Angeles. This is another huge, multi-billion dollar expansion project to handle
additional containerized freight.

o The Middle Harbor Project at the Port of Long Beach. This huge project will
enable Long Beach to surpass Los Angeles in container throughput.

s Doubling in size of the Union Pacific ICTF intermodal railyard in West Long
Beach, four miles from the Ports. The number of container “lifts” at ICTF is
projected to double, from 750,000 per year to 1,500,000.™ Every one of these
containers is planned to be carried to the ICTF facility from the Ports by diesel
truck.

* A new Burlington Northern Santa Fe intermodal yard, also in West Long Beach,
designed to have 1.5 million “lifts” per year. As with the UP facility, every one
of these containers will be carried by diesel truck.

* Building a “truck freeway” on SR 47 to connect the ports to the intermodal yards
in West Long Beach.

¢ Rebuilding the Vincent Thomas Bridge, connecting San Pedro with Terminal
Island, so that larger container ships can pass under it.

« Expanding the dangerous, congested I-710 freeway to handle increased truck

traffic carrying cargo containers to railyards near downtown Los Angeles.

Los Angeles Mayor Villaraigosa, Long Beach Mayor Foster, officials from both Ports,

and NRDC agree that these project must grow “green,” or not at all. What this means to

'* A container “lift” is a movement that takes a cargo container, usually weighing over
50,000 1bs, from a truck and places it on a train.
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NRDC is that there must not be any additional health risk to the community ~ the current

health risk is already unacceptable.

The Ports, under pressure from NRDC and other environmental and community groups,
have begun to take steps to make sure that port growth is “green.” In particular, both
Ports have enacted programs to clean up the diesel trucking fleet, to encourage “cold
ironing” when ships are at dock, to incentivize ships to use much cleaner diesel fuel
within 40 miles of the coast, and to use the cleanest possible construction equipment in
the Port expansion project. In addition, the Port of Los Angeles, with the AQMD, has
funded the development of a working electric truck.”® The clean trucks programs are to
be funded by a combination of container fees and State bond funds. The marine fuel plan
is currently voluntary, with the Ports funding the difference in cost between bunker fuel
and the much cleaner distillate fuel. An example of the success of these steps is the
recent Port of Los Angeles TraPac project, which was stalled until a coalition of
environmental, community and labor groups worked with City and Port officials to craft

an agreement that increased community protection from the effects of the project.

In contrast, without meaningfid, effective, well-funded plans in place to clean up port
trucking and to move 1o non-fossil fuels for the transport of cargo containers from the
ports, to clean up marine fuel emissions, and to clean up port-serving construction
equipment, there is no possibility that the Ports can grow “green.” In particular, if the
lawsuit by the trucking industry filed on July 28, 2008 against both Ports is successful in

its goal of killing the Ports’ clean trucks programs, Port and infrastructure expansion

'S See http://Www.portoﬂosanszeles.0rg/newsr00m/2008 releases/news 051608 et.asp.
A video of the electric truck in operation is at:
http://www.youtube.com/watch?v=0f1AlIrG8gVU.

12
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will come to a halt. The same will be true if the retail industry kills the container fees
that fund the clean trucks programs, or if the shipping industry kills the very recent
CARB clean marine fuel rule and the Ports decide to stop subsidizing the industry. These
Jees and plans are interdependent, and if one falls, they all do. We will discuss below in

more detail the Ports’ container fees and clean trucks programs.

The Ports’ Container Fees

Both the Port of Los Angeles and the Port of Long Beach have enacted a $35 per TEU
fee on loaded cargo containers at their ports.’® The fees are to be charged to cargo
owners and collected by marine terminal operators. Money provided by these fees will
help fund the Ports® clean trucks programs. A study led by a well-known expert in
international shipping, James Corbett of the University of Delaware, found that fees of
this magnitude would not cause cargo traffic to be diverted from the local Ports.'” The
fees are expected to raise roughly $3 billion for the funding of the Ports’ clean trucks

programs.

A cargo container may hold 50,000 pounds or more. Doing the math, a $35.00 increase
in cost per container works out to less than one-tenth of one cent per pound. For a 6-
pound laptop computer, that is less than a penny. For a 70-pound big screen TV, the
increase is roughly 5 cents. Accordingly, claims by the retail industry that these fees are

oppressive are clearly unfounded.

'® See hitp://www.portoflosangeles.org/environment/cif.asp regarding the Port of Los
Angeles container fee, and
http://www.polb.com/civica/filebank/blobdload.asp?BlobID=4708 regarding Long
Beach.

"7 The Corbett report may be found at:

http://www coalitionforcleanair.org/pdf/reports/cca-cargo-on-the-move-through-
california-report.pdf

13
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Without the container fees in place, the Ports’ clean trucks plans cannot be funded. New,
2007-compliant diesel trucks cost upwards of $150,000. There is simply no way that port
truckers taking home $30,000 per year or less can afford a vehicle that costly — and no

way that a bank would finance one in those circumstances.'®

Legality Of The Container Fees
The Ports’ container fees are valid under the Commerce Clause of the United States

Constitution and under the General Agreement on Tariffs and Trade (GATT).

Preliminarily, the container fees are not taxes within the meaning of the Constitution.
They are imposed on the shipment of containers precisely to defray the cost of shipping
those containers by truck, an indispensible part of container movement as of 2008. They
are not imposed, for example, to provide funds for general public purposes such as police
protection. See, e.g., Union Pacific R. Co. v. Public Utility Com'n of State of Oregon,
899 F.2d 854, 859 (9" Cir. 1990) (Oregon levy on railroads is not a tax within the
meaning of the federal Railroad Revitalization and Regulatory Reform Act because it “is
designed to recoup the costs of a regulatory program from members of the industry
regulated, rather than to raise general revenues”); see also San Juan Cellular Telephone
Company v. Public Service Commission of Puerto Rico, 967 F.2d 683 (1™ Cir. 1992)

(reviewing the caselaw).

'® The Port of Long Beach recently invited finance companies to indicate their interest in
funding the 20 percent of the cost of a new truck that the container fees will not cover.
Of the three companies that responded, two declined to take on the entire Long Beach
program, and the one company that did estimated a 40% default rate and touted its
expertise in repossessing trucks.
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The container fees will not violate the Commerce Clause because they will facilitate, not
burden, interstate commerce, because they will not discriminate against foreign as
opposed to domestic commerce, and because the amount of the fees is not excessive in
comparison to the cost of cleaning up the Port trucking fleet. See, e.g., Evansville-
Vanderburgh Airport Authority District vs. Delta Airlines, 405 U.S. 707 (1972).
Moreover, the Ports, as landowners, are largely protected against Commerce Clause
challenges by the market participant doctrine. Cf. Engine Manufacturers Association v.

South Coast Air Quality Management District, 489 F.3d 1031 (2007).

Likewise, the container fees will not violate GATT because, under Article VIII of GATT,
the container fees are limited to the approximate cost of the services to be rendered, and
are not an indirect protection of domestic products or a general tax. The container fees
are also allowed by Article XX of GATT which permits measures “necessary to protect

human, animal or plant life or health.”

The Ports’ Clean Trucks Programs

Both the Port of Los Angeles and the Port of Long Beach have enacted Clean Trucks
Programs, funded by the $35 per TEU container fees and from State of California bond
proceeds. Both plans phase out older trucks beginning in October, 2008, with the goal of
replacing all 16,000 trucks in the current fleet with much cleaner, 2007-compliant trucks
within five years.'® Both plans require, as a condition of entry onto Port property, that

the drivers or trucking companies agree in a “concession agreement” to abide by certain

1% The schedule for the progressive ban is: pre-1989 trucks are prohibited as of October
1, 2008; pre-1994 trucks are prohibited as of January 1, 2010; non-retrofitted 1994-2003
trucks are prohibited as of January 1, 2010; and pre-2007 trucks are prohibited as of
January 1, 2012. 2007 model trucks are over 60 times cleaner than pre-1989 trucks.
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rules concerning the upkeep and safety of the trucks, consent to searches, data collection

and related matters.”®

One significant difference between the two programs is that the Los Angeles program
requires a phase-out of individual owner/operators in favor of trucking companies that
own the trucks and employ the drivers. This is the environmentally superior alternative
because well-capitalized trucking companies are better able to buy, maintain and replace
expensive new trucks than low-income drivers are. In addition, a company-based system
will allow for improvements in logistics so that trucks are not “deadheading” with empty

containers, and allow a decrease in idling time through better scheduling.

By contrast, the Long Beach program continues to rely on owner/operators to fund the
purchase of expensive new trucks. The Port of Long Beach has said that it would pay for
maintenance for new trucks purchased under its Clean Trucks Program, but no details
have been made public about the scope or duration of this promise. In addition, the Long
Beach program is a one-shot plan, such that when the 2007-compliant trucks wear out,

there will be no money to replace them.

Although there have been industry complaints in the press about the Los Angeles plan, it
is important to note that the Federal Maritime Commission, on June 13, 2008, gave the
green light to both the Los Angeles and Long Beach truck plans, finding that “there was

no basis at this time to determine that the Agreement [to cooperate on their clean truck

 The concession agreements can be found at .
http://www.polb.com/civica/filebank/blobdload.asp?BlobID=5298 (Port of Long Beach)
and http://www.portoflosangeles.org/newsroom/2008_releases/news_071808c¢tp.asp (Port
of Los Angeles).

16
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plans] is likely to result in an unreasonable increase in transportation costs or decrease in

services,”

Legality Of The Clean Trucks Programs

Industry has claimed that the Clean Trucks Programs violate the Commerce Clause of the
United States Constitution and the Federal Aviation Administration Authorization Act
(FAAA). This argument ignores the fact that the Ports have powers as landlords that
governmental bodies would not have as regulators, and that those powers include the
ability to choose which trucks can do business on Port property. This is commonly
known at the market participant doctrine, which applies in both Commerce Clause and
FAAA contexts. See, ¢.g., Engine Manufacturers Association v. South Coast Air Quality
Management District, 489 F.3d 1031 (2007) (Commerce Clause); Independent Towers of

Washington v. Washington, 350 F.3d 925, 928 (9th 2003) (FAAA).

Nonetheless, on July 28, 2002, the trucking industry filed suit in federal district court in
Los Angeles to kill both Ports® Clean Trucks Programs, arguing that the programs violate
the FAAA and the Commerce Clause.?’ NRDC, the Coalition for Clean Air, and the
Sierra Club will ask the court for permission to intervene as defendants to help uphold
these important programs. If industry’s suit is successful, there will be immediate,
negative effects on public health in the ports area, and on the ability of the Ports to

expand, or even to do business as usual.

! American Trucking Association v. City of Los Angeles, et al., United States District
Court for the Central District of California, Case No. CV-08 04920 CAS(CTx).
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Conclusion

Too many people in California suffer serious health impacts from port related pollution,
in the name of cheap goods that line store shelves here in California, as well as inland.
There are many feasible, cost-effective and readily available solutions to clean up this
pollution and improve public health. Millions of impacted residents have been waiting
for ports and businesses that benefit from the ports to step up, finance and implement
these basic measures. Container fees are the most effective, efficient means to ensure
that the necessary measures outlined here are achieved in California and that the
staggering health toll from port pollution is addressed. We must work together to clean

up the thousands of trucks and ships blanketing communities throughout the state with

toxic soot. The Clean Truck Programs and Container Fees supporting these programs are

on solid legal and technical ground to accomplish this important task.

I want to thank the Subcommittee for the opportunity to present testimony on this very
important subject. I also want to thank my NRDC colleagues Adrian Martinez, Diane
Bailey and Isaac Steinmetz for their help in preparing this testimony. 1 hope that the
Subcommittee’s work can help our local ports grow green so that public health and

commerce can improve together.
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Mr. Chairman, Members of the Committee. Thank you for the opportunity to speak before the
Committee today and for holding this important hearing at the Port of Long Beach. My name is
Richard Steinke and | am the Executive Director for the Port of Long Beach. The Port of Long
Beach is the second largest seaport in the United States and combined with our neighbor, the
Port of Los Angeles, we are the fifth largest port complex in the world. In 2007, the Port of Long
Beach handled more than 7.31 million containers, alsc known as Twenty Foot Equivalent Units
(TEUs). Combined with Los Angeles, both ports handled over 15.7 million TEUs, which
represented over 40% of all containerized goods entering United States ports.

The ports of Long Beach and Los Angeles, also known as the San Pedro Bay Ports, are the
leading gateways for trade between the United States and Asia. Port operations support
approximately 1.4 million jobs nationally and provide consumers and businesses with billions of
dollars in goods each year. About $4 billion a year is spent in the U.S. for port-industry services
and trade valued annually at more than $100 billion moved through the Port of Long Beach in
2007.

Due to the geographic location of the port complex, the ports of Long Beach and Los Angeles
are well positioned in relation o the transportation and rail infrastructure system that transports
products throughout the region and the country. Both ports are expected to meet the growing
demand for international cargo which is estimated to more than double, from 15.7 million TEUs
in 2007 to over 35.3 million TEUs by 2020.

In an effort to reduce emissions related to current and future trade demands, the Port of Long
Beach has adopted aggressive environmental mitigation programs to help improve air quality.
The Port's initial environmenta! mitigation plan, the Green Port Policy, was adopted by the
Board of Harbor Commissioners in 2005 to protect the community from harmful environmental
impacts related to Port operations, promote sustainability and employ the best available
technologies to avoid or reduce environmental impacts.

in 20086, the Port of Long Beach worked with the Port of Los Angeles, the United States
Environmental Protection Agency (USEPA), the California Air Resources Board (CARB) and the
South Coast Air Quality Management District (AQMD) to develop the innovative Clean Air
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Action Plan {(CAAP). The Long Beach and Los Angeles Boards of Harbor Commissioners jointly
approved the Clean Air Action Plan in November 2006, a Plan that seeks to reduce emissions
associated with port operations by more than forty five percent over five years. The CAAP is
expected to cut particulate matter pollution, nitrogen oxide and sulfur oxides from source
categories that include ocean going vessels, harbor craft, cargo handling equipment, railroad
locomotives and heavy-duty trucks,

A key component of the San Pedro Bay Ports’ CAAP is the implementation of a Clean Truck
Plan (CTP) which was adopted by our Board of Harbor Commissioners on November 5, 2007.
The landmark Clean Trucks Plan will dramatically modernize the port trucking industry and
significantly reduce truck-related air pollution. This Plan requires all heavy duty trucks operating
at the San Pedro Bay Poris be replaced or retrofitted to meet the USEPA 2007 emissions
standards by 2012. It is estimated that drayage trucks account for approximately 25 percent of
the air pollution from port-related sources, including diesel particulate matter and nitrogen
oxides, which pose significant health risks. That is why the CTP calls for all drayage trucks
serving the ports be replaced with newer, cleaner trucks, which will result in truck-related air
pollution reductions of approximately 80 percent. Although the ports do not own or operate the
drayage trucks that serve port terminals, the ports have determined that a progressive ban on
dirty trucks is the most direct way to cut air pollution and reduce public health risks posed by
dirty diesel trucks, on a time frame that meets the needs of our local communities.

The Clean Trucks Plan calls for drayage truck owners to also scrap their older diesel powered
trucks working at the ports, which will greatly benefit the region because those trucks will be off
the road completely. Specifically, the Plan also includes a Clean Truck Fee imposed on Port
cargo and truck concession requirements to identify clean trucks, ensure reliable short-haul

service, and improve air quality, security and safety.

On December 17, 2007, the Board of Harbor Commissioners at the ports of Long Beach and
Los Angeles approved a cargo tariff, the Clean Truck Fee, to help finance retrofits or
replacement of banned trucks. The fee, to be charged to cargo owners, will place a $35 fee on
every loaded TEU cargo container entering or leaving any terminal beginning August 2008.
This fee will not apply to containers entering or leaving the ports by train and is expected to
generate $1.6 billion, in addition to the $143 million that has been committed by the ports of
Long Beach and Los Angeles. The ports are also expecting to receive $98 million from the state
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Proposition 1B bond which California voters approved in 2006 to help pay for major
transportation and air quality improvement projects. In total, the Clean Trucks Plan is
expected to cost $2.2 billion.

in an effort to encourage industry leaders to purchase “cleaner” trucks sooner, the Port of Long
Beach will exempt or partially exempt cargo owners from paying the $35 per loaded TEU Clean
Trucks Fee if they use private funding o purchase trucks that meet our requirements. Cargo
owners are 50 percent exempt from the Clean Trucks Fee if their merchandise is drayed by
privately LNG or alternative-powered trucks that meet the 2007 federal emission standards. In
addition, cargo owners are 100 percent exempt from the Clean Trucks Fee if their 2007
compliant diesel-fueled trucks were purchased with private funding before October 1, 2008.

In order to quickly remove the older, polluting trucks that would remain on the public roadways
for many years, the Port will offer financial subsidies to help replace and retrofit heavy duty
trucks. The Port will offer three financing plans which include a lease-to-own program, an up-
front grant for purchase of a new clean truck and an up-front grant for retrofit.

The lease-to-own option will allow an applicant to exchange an older truck for a pre-approved
new truck under a seven-year lease agreement. The monthly lease payment for the iease-to-
own program will be $300 to $600 for the driver and the Port will augment the lease payments
with Port monthly payments on average of $800 to $1,400, depending on the cost of the clean
truck. Prepaid maintenance to be covered by the port will be included in the cost of the truck
and at the end of the lease term, the Port will provide an additional 50 percent ($7,000 -
$15,000) subsidy towards the purchase of the truck for the lessee. As a result, with a new truck,

operators are expected to save on maintenance and fuel.

Another option under the Port's CTP is an up-front grant for purchase of the heavy duty vehicle.
An applicant can exchange an older fruck for a pre-approved new truck with a Port grant of
$60,000 to $75,000 for a clean diesel truck, $90,000 to $120,000 for Liquefied Natural Gas
(LNG) or other alternative fueled truck. The grant applicant will provide the remaining costs
and prepaid maintenance will also be included as part of the up-front grant. The third option for
the CTP is the up-front grant for retrofit. The Port will provide a one-time grant, as much as
$20,000 towards the purchase of refrofit equipment for model year 1994 to 2003 trucks in 2008
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and 2009. Retrofit applicants may be eligible later for purchase grants or leasing subsidies, if
funding is available.

As part of the San Pedro Bay Clean Trucks Plan, only Port-permitted concession trucks will be
allowed to work at the San Pedro Bay Ports. The concession system provides oversight and
accountability for the trucking industry and ensures that our Ports’ aggressive clean-air goals
are being met.

Although the Ports of Long Beach and Los Angeles jointly adopted the Clean Trucks Plan and
progressive ban on trucks, our respective Board of Harbor Commissioners have taken a
different approach to the concession system for the Plan. The CTP at both poris require LMCs
to: be in good standing with a valid license; operate clean trucks consistent with CTP and Tariff,
comply with on-street parking ordinances; adhere to truck routes specified by local and state
authorities or the ports; implement technology required for the Concession or CTP; post
placards on the vehicle providing the public with a phone number to report concerns; provide an
appropriate maintenance plan; comply with regulatory safety standards; comply with applicable
security requirements and regulations; use drivers that meet security requirements including
enroliment in the federal Transportation Worker ldentification Credential program; maintain
required insurance levels; and give preference to drivers with previous service at ports; and
participate in workforce development.

However there remain some differences between the programs. Specifically, the Port of Long
Beach concession system allows LMCs to use employee drivers, independent contractor drivers
or a combination of employee and contractor drivers — as they do now. Choice in the drayage
industry is important and under the Port of Long Beach Plan, drivers can choose to be an
employee or be their own boss, while accomplishing the real goal of the Clean Trucks Plan -
cleaning the air. As part of the concession system, the Port of Long Beach also requires LMCs
to offer health insurance to all drivers, a provision that is not a requirement in the Los Angeles
plan. in addition, the Port will grant five-year concessions to Licensed Motor Carriers who pay a
one-time application fee of $250 versus a fee of $2,500 at the Port of Los Angeles, and a
concession fee of $100 per truck each year is charged by each Port for administration.

In addition to the Clean Trucks Fee, on January 14, 2008, the Port of Long Beach approved a

tariff, Infrastructure Cargo Fee (ICF), to help finance local port-related goods movement
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infrastructure. The money generated by this fee will be used to augment and compliment
funding received from federal and state sources. The ICF will provide funds for upgrades to
aging infrastructure that would reduce congestion, expedite goods movement, and improve air
quality. This fee that is separate and distinct from the Clean Trucks Fee. The Infrastructure
Cargo Fee will raise revenue directly from the goods movement industry to pay for about half of
the costs of the approved list of harbor area projects. This Fee will be charged to cargo owners
and will place a $15 fee on every loaded TEU cargo container entering or leaving any terminal
by truck or train beginning January 1, 2009 and will generate an estimated $1.4 billion.

Direct industry user fees are needed at the San Pedro Bay Ports due tfo limitations in federal,
state, local, and port funding for high-priority projects. The revenues from the fee program will
provide the “private” component of a public-private partnership. Funds generated by the ICF will
be used to match Proposition 1B bond funds to help pay for major transportation and air quality
improvement projects, and will sunset after the projects are completed and paid in full. Local
highway improvements include: replacement of the Gerald Desmond Bridge from Long Beach to
Terminal Island and construction of an interchange to allow the removal of a traffic light at Navy
Way and Seaside Avenue. The fee will also help to improve access from the Harbor Freeway to
the Port of Los Angeles, and replace the Schuyler Heim drawbridge on the Terminal Island
Freeway by building a four-lane, elevated expressway between Ocean Boulevard and Alameda
Street at Pacific Coast Highway. Alsc ICF will improve a highway-railroad grade separation in
south Wilmington. According to a directive from Mayor Bob Foster and the Board of Harbor
Commissioners, projects identified to be funded through the ICF will not move forward before
the Port moves forward on implementation of environmental projects.

The ICF will allow the ports to raise funds to pay for the projects as they progress and the ICF
establishes a way for the goods movement industry to pay for a share of the needed
infrastructure improvements. In total, the ICF and Proposition 1B funds will finance about $3
billion in improvements. In addition to environmental and traffic benefits, these projects will help
support the economy and jobs by ensuring the continued efficient movement of cargo. The ICF
and other user fees will help ensure that the users of the Port provide their fair share toward
critical infrastructure and air quality improvements.

In order to improve air quality and to move goods more efficiently from the San Pedro Bay Ports

to regions across the nation, additional investments will need to be made to fund environmental
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and infrastructure programs at the nation’s ports. The Port of Long Beach looks forward to
working with the Committee and other key stakeholders to develop progressive environmental
policies and on the upcoming transportation authorization bill to develop a list of critically
needed infrastructure projects that will allow goods that fuel our economy to continue moving.
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Good afternoon. My name is Elizabeth Warren, and I am the Executive
Director of FuturePorts. Thank you for the opportunity to address the
sub-committee this afternoon. FuturePorts, a membership-based
advocacy group based in this area, has over 40 member companies and
over a dozen strategic partnering organizations. Our members and
partners combined represent tens of thousands of employees throughout
Southern California.

Our members include industries throughout the entire goods movement
supply chain. They provide jobs that are directly related to the ports,
such as marine terminal operators, railroads, warehouses and
distributions centers. Our members also provide jobs indirectly related
to the trade and logistics industries, including civil engineers and
environmental consultants; construction companies and labor unions;
attorneys and public relations firms, just to name a few.

Most of our members have an office within a 5-mile radius of the ports;
however many have multiple offices throughout California and beyond.
But all of our members have at least two things in common. One is a
vested interest in the economic performance of our San Pedro Bay Ports
of Los Angeles and Long Beach. The other is that we all agree and
believe in the need for cleaner air.

FuturePorts believes that by growing our ports, we can advance
economic performance while concurrently improving our environment.
No one in this room will deny that clean air is important to each one of
us, and no one said achieving this goal would be easy or inexpensive.
However, how we achieve this goal and how we pay for it in an
equitable and economically sustainable manner is where the discussion
and dialogue needs to occur. We firmly believe that doing nothing is
not an option, and to clean our ports we must simultaneous and
continuously grow, while growing green.

Companies are incented to invest in green technology when presented
with opportunities to grow their business, which provides the resources
necessary to fund conversion to the new technologies. Thus, we have
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an opportunity to achieve both port expansion and port emissions reduction. These goals
are complementary. In fact, it is precisely by modernizing terminals—by replacing
outmoded, high-emissions equipment and increasing the efficiency of operations—that we
can achieve this result. The ports recognize this and have offered a variety of programs to
facilitate this outcome through standards and technology incentives.

The port can simultaneously increase jobs, expand trade and reduce emissions. Projects
that achieve environmental benefits, increase port capacity and generate jobs must proceed
as quickly as possible and not be over-burdened by uncertainty and expense.

EMISSION REDUCTION INITIATIVES AT THE SAN PEDRO BAY PORTS

I would like to summarize some of the many efforts underway to reduce emissions from
port-related emission sources. Recently, the ports released their 2006 emissions
inventories, and although there were increases in emissions over 2005 levels, emissions on
a per TEU basis went down. In fact, the benefits of many adopted programs, which were
not in existence in 2006, are being realized.

For example, as you know, rail is the most environmentally friendly way to move freight
over land. Rail is two to three times more efficient than trucks, and one double stack
container train can replace up to 280 trucks. Nonetheless, in California’s South Coast Air
Basin, rail in 2008 will make up 0.8% and 3.4%, respectively of PM and NOx. In order to
assist in lowering Basin emissions, the railroads have undertaken numerous steps to reduce
pollution in the South Coast Air Basin, In fact, the California Air Resources Board (ARB)
staff estimates, by 2010, emissions around rail yards will be reduced about 65% from 2005
levels as a result of state regulations already adopted, the two railroad Memorandums of
Understanding and some additional future investments from the Moyer or other programs.
I have attached to my written testimony an ARB fact sheet summarizing these initiatives.

Voluntary and incentive based programs like the PierPASS off-peak program have been
particularly effective to reduce emissions and congestion at the ports. The success of these
voluntary programs to cut pollution is highly encouraging. PierPASS has successfully
moved 45% of the daytime traffic to off peak hours. It shows that when the ports and
business work together on air pollution problems from specific sources, we see dramatic
results.

In addition, industry has accomplished significant reduction in emissions from cargo
handling equipment. Particulate emissions from cargo handling equipment were reduced
at the Port of Los Angeles by 10% between 2001 and 2006 and NOx emissions were
reduced by 47%, even with a 63% growth in cargo. These emissions reductions are
primarily the result of voluntary programs which provided incentives to terminal operators
to install retrofit devices on their equipment and use cleaner fuels. In addition, the terminal
operators proactively replaced their older equipment with equipment using on-road
engines, which meet a cleaner standard. Other voluntary programs include the use of
cleaner fuels, reduced vessel speed and use of shore power. The success of these voluntary
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programs to cut pollution is highly encouraging. Again, when the ports and business work
together on air pollution problems from specific sources, we see results.

PORT CLEAN TRUCK PROGRAMS

With respect to trucks, we have urged the ports and elected officials to focus on
implementing a truck plan that took into consideration the legal implications of the ports’
actions to mandate certain restrictions on the trucking industry.

We need to place the highest emphasis on air quality improvements that can be
implemented in a timely manner, such as the truck replacement program.

Businesses and industry are not opposed to organized labor; however, we believe our first
priority is to implement a sustainable air-quality improvement program. Business can not
function with the level of uncertainty that is occurring because of this issue.

Businesses have proven that they will make the investment in clean equipment, but they
can not be pushed into making unsound business decisions that will only continue to delay
the truck replacement program.

CONTAINER FEES

We are aware of the many container fees that are currently in place and also being
proposed at the local, state, and federal level. We have many concerns about how these
fees are being proposed and implemented, and the potential unintended consequences of
these fees.

T do not mean to say industry opposes all fees. There are several examples where
negotiated project fees have provided industry benefit. For example, the PierPASS off-
peak program was negotiated by shippers and terminals to levy a $100 fee (per FEU) for
peak-period gate moves. Similarly, the railroads negotiated the Alameda Corridor fee
because the Corridor provided efficiency benefits. But these user fees should be
distinguished from legislated fees.

If fees are levied, specific projects should be identified for funding, the account must be
firewalled or protected to use for the specific project or projects for which it was intended,
and there should be a sunset once the projects are complete. Projects funded by fees should
allow industry to see a return on that investment. Priority projects are those that will
increase efficiencies while reducing emissions creating a win-win situation for everyone —
ports, businesses and the community,

We are also concerned that not enough analysis has been given to the overall number of
local and state fees and total amount being levied against the shippers. A summary of the
various adopted and proposed fees is attached. Studies have shown that there is a
threshold that will drive business away, creating unintended consequences: inefficiencies,
emission increases, loss of jobs, and economic harm.
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We used to think that the volume of cargo at our ports could never be diverted in the
numbers that it is today. However, we are seeing significant declines in our cargo volume,
and our concern is that once the cargo is gone, it will never return. Cargo is just like water
it travels on — it will seek and find the path of least resistance.

Billions of dollars of investment in new, green terminals are going to Houston,
Jacksonville, and Canada because of the uncertainty facing our industry. Those billions of
dollars could have been invested here — creating state of the art terminals that operate more
efficiently, providing thousands of good jobs, and pumping up the local and regional
economy. One of the world’s largest retailers used to ship millions of containers of goods
through our ports. Now, those containers and all of the jobs that go with it are going
through the Panama Canal and to the Gulf Coast ports.

The twin San Pedro Bay ports are no longer any shipper’s first or only choice. We are one
of many choices, and more often we are coming in as the last choice because of uncertainty
and cost.

To give an historical perspective, fifty years ago San Pedro was a fishing town — the docks
were lined with fishing boats and canneries, Granted those times are long gone, but no one
back then ever thought fishing would leave the harbor area. Thirty years ago, my mom and
dad and a lot of other folks, worked in the aerospace industry in Southern California. No
one ever thought aerospace would leave the region, but it did. The auto industry is not the
industry in Detroit like it used to be, leaving behind a city full of unemployment, crime and
foreclosures.

We are being penny wise and pound foolish if we dare to think that twenty years from
now, we will have the same port industry as we do today. If business is not allowed to
make the investment with a level of certainty that they will have a reasonable return on
their investment, then they will take their business, and the jobs and technology, elsewhere.

Port transportation providers can continue to help reduce emissions while improving the
state’s economy and quality of life, but they can’t do it unless we can continue to
efficiently and safely deliver goods to and from California’s ports, rail yards, and borders.
Patchwork regulations by local districts, cities, or counties threaten the economy and, in
fact, may result in unintended consequences, including increased emissions by diverting
goods to less efficient modes or routes. Uniform federal regulation and policy is critical to
provide consistency and certainty for transportation providers.

JOBS

The San Pedro Bay Ports, the busiest in the United States, are a national asset and critical
component of the LA regional and U.S. economy. Combined, the ports of Los Angeles
and Long Beach comprise the largest port complex in the U.S. and the fifth largest port in
the world and represent $350 billion in trade each year. The ports are the largest source of
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employment in the greater Southern California Region and provide good wages -
averaging above manufacturing sectors.

The point has been made that growing our ports in a clean, responsible manner is critical to
growing the Southern California and national economies. However, more importantly it is
critical to improving our air quality, More of what we have now, and doing nothing, is not
an option. It’s been seven years since we’ve had a major infrastructure project, we must
start now.

Los Angeles County is not only in a crisis mode with our air quality and traffic congestion,
we’re also in crisis with killings and gun violence. We have more gang members per
capita than any other city in the country — maybe even the world. More people — young
people, our future — are killed in Los Angeles County every year than are in Iraq. And
where is the outrage from us as a community on this statistic?

You’ve heard me and others say that quality of life begins with a job. Community leader
Father Boyle from Homeboy Industries needs to be quoted — “nothing stops a bullet like a
job.”

The fact, which can not be stressed enough, is that the Ports of Long Beach and Los
Angeles are the centerpiece of Southern California’s $350 billion trade and logistics sector,
supporting approximately 500,000 regional jobs with annual wages in the tens of billions
of dollars. This is the main industry in Southern California. Hollywood is a drop in the
bucket compared to the trade and logistics industry.

A majority of trade and logistics jobs are high-wage jobs with built-in career ladders for
workers and job seekers at all education and skill levels. Across the industry, annual
salaries average about $45,000 per year versus only about $29,000 per year for retail jobs.
One new project will create hundreds of construction jobs, and probably several thousand
permanent new direct and indirect jobs. We have many construction projects waiting to be
approved that would provide the boost to the economy that we need, and will clean the air,

CONCLUSION

Thank you again for the opportunity to address the sub-committee today. We hope that
you will take our concerns into consideration. We look forward to continuing the dialogue
with you and welcome your questions.

Sincerely,

FuturePorts

Elizabeth Warren
Executive Director
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FaCt Sheet California Environmental Profection Agency
February 2008 @= Air Resources Board

Strategies to Reduce Locomotive and Associated Railyard Emissions

The Air Resources Board {ARB) has developed a comprehensive approach to reduce locomotive and railyard
emissions through a combination of air poliution control measures and strategies:

South Coast Locomotive Oxides of Nitrogen (NOx) Fleet Average Agreement: Signed in 1998
between ARB and both Union Pacific Railroad (UP) and BNSF Railway (BNSF), it requires the
locomotive fleets that operate in the South Coast Air Quality Management District to meet, on average,
the United States Environmental Protection Agency's (U.S. EPA) Tier 2 locomotive emissions
standards by 2010. Tier 2 locomotives became commercially available in 2005 and provide a 65%
reduction in NOx and 50% reduction in diesel particulate matter (PM) emissions. This Agreement will
provide locomotive fleet benefits in southern California 20 years earlier than the rest of the country,

Statewide Railroad Agreement: ARB and both UP and BNSF signed a voluntary statewide
agreement in 2005 that resulted in measures that have achieved a 20% reduction in locomotive diesel
PM emissions in and around rail yards since its adoption in June 2005. The measures in the
Agreement include:
« Phase-out of non-essential idling on all locomotives without idle reduction devices
{60 minute limit, fully implemented);
= install idling devices on 99% of the 450 California-based locomotives by June 30, 2008
(15 minute limit, 95% implemented),
« Identify and expeditiously repair locomotives with excessive smoke and ensure that at least
99% of the locomotives operating in California pass smoke inspections (fully implemented);
* Require all locomotives that fuel in the state to use at least 80% ultra low sulfur (15 parts per
million) diesel fuel by January 1, 2007 (six years prior to federal requirement);
= Prepare new health risk assessments for 16 major railyards, based on the UP Roseville
Railyard health risk assessment (completed in 2004) and Office of Environmental Health Hazard
Assessment guidelines {nine of 16 finalized in November 2007); and
= dentify and implement future feasible mitigation measures based on the results of the railyard
health risk assessments.

ARB Diesel Fuel Requlations Extended to Intrastate Locomotives: Approved in 2004, the
regulation requires intrastate locomotives that operate 90% of the time in the state to use only
California ultra low sulfur {15 parts per million) diesel fuel. ARB lower aromatics diesel's provides on
average a 6% reduction in NOx and 14% reduction in diesel PM emissions as compared to U.S, EPA
ultra low sulfur onroad diesel fuel. The regulation took effect on January 1, 2007.

ARB Cargo Handling Equipment Requlation: Approved in 2005, the regulation requires the control
of emissions from more than 4,000 pieces of mobile cargo handling equipment, such as yard trucks and
forklifts that operate at ports and intermodal rail yards. This regulation, which took effect on

January 1, 2007, is expected to reduce dieset PM and NOx emissions by up to 80% by 2020,

Heavy Duty Diesel New Truck Regulations: Both ARB and U.S, EPA have adopted emission
standards for 2007 and subsequent model year heavy-duty diesel engines. These standards represent
a 90% reduction of NOx emissions, 72% reduction of non-methane hydrocarbon emissions, and a 90%
reduction of PM emissions compared to the 2004 emission standards.

ARB Statewide Diesel Truck and Bus Regulation: The ARB is developing a regulation to reduce
diesel PM and NOx emissions from on-road heavy-duty diesel-fueled vehicles. This measure will cover
long and short haul transport trucks, and other diesel-powered trucks with a gross vehicle weight rating
of 14,000 pounds or greater. The goals of this effort are:

| California Air Resources Board  P.O, Box 2815 Sacramenfo, CA 953!2 {9]6) 3?2:3990 - Yvww.frb.cg.rgrgv ,
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= By 2014, emissions are to be no higher than a 2007 model year engine with a diesel particulate
filter,
« By 2021, emissions are to be no higher than a 2010 model year engine.

« ARB Requlation for Port and Intermodal Railyard Drayage Diesel Trucks: The ARB developed a
port truck fleet modernization program that will reduce diesel PM by 86% by 2010, and NOx by nearly
56% by 2014. There are an estimated 20,000 diese! trucks operating at California ports and intermodal
railyards. These trucks are a significant source of air pollution, with about 3 tons per day of diesel PM
and 81 tons per day of NOx in 2007. These trucks often operate in close proximity to communities.
The ARB Board approved the regulation in December 2007.

« ARB Tier 4 Off Road Diesel-Fueled New Engine Emission Standards: In 2004, the ARB and
U.S. EPA adopted a fourth phase of emission standards (Tier 4). New off-road engines are now
required to meet aftertreatment-based exhaust standards for PM and NOx starting in 2011. The Tier 4
standards will achieve over a 80% reduction over current levels by 2020, putting off-road engines on a
virtual emission par with on-road heavy duty engines.

« Transport Refrigeration Unit (TRU) Air Toxics Control Measure (ATCM): This ATCM is applicable
to refrigeration systems powered by integral internal combustion engines used on frucks, trailers,
railcars, and shipping containers. TRUs may be capabie of both cooling and heating. Diesel PM
emission factors for TRUs and TRU gen-set engines will be reduced by approximately 65% in 2010 and
92% in 2020. California wilt also experience benefits from reduced NOXx and hydrocarbon emissions.
The ATCM became effective on December 10, 2004, and implementation will be phased-in beginning
on December 31, 2008.

« U.S. EPA Locomotive Emission Standards: Under the Federal Clean Air Act, U.S. EPA has sole
authority to adopt and enforce locomotive emission standards and this preemption also extends to the
remanufacturing of existing locomotives. In April 2007, U.S. EPA released a proposed locomotive
rulemaking that would reduce Tier 0 locomotive NOx emissions by 20% and Tier 0-3 remanufacture
and new standards to reduce PM only by 50%. The ARB is relying on U.S. EPA to expeditiously
require the introduction of the next generation or Tier 4 locomotive emission standards that requires
Tier 4 locomotives built with diesel particulate filters and selective catalytic reduction. Combined, these
exhaust aftertreatment devices are expected to provide up to a 90% reduction in PM and NOx
emissions beginning in 2015 and 2017, respectively. The final U.S. EPA locomotive regulations are
scheduled for approval in early 2008.

+ ARB Goods Movement Emission Reduction Plan: Approved in 2008, this plan forecasts goods
movement emissions growth and impacts. It contains a comprehensive list of proposed strategies to
reduce emissions from ships, trains, and trucks and to maintain and improve upon air quality. When
fully implemented, plan strategies would reduce locomotive NOx and diesel PM emissions by up to
90% by 2020.

+ California Yard Locomotive Replacement Program: Yard locomotives represent about 5% of the
statewide locomotive NOx and diesel PM emissions, but often occur in railyards located in densely
populated urban centers. Multiple nonroad engine (gen-set) and electric-hybrid yard locomotives have
demonstrated a reduction of NOx and diesel PM emissions by up to 90% as compared to existing
locomotives. By 2008, UP had deployed 60 gen-set and 12 electric hybrid yard locomotives in
Southern California. BNSF has been operating four liquefied natural gas yard locomotives in downtown
Los Angeles since the mid-1990s. UP and BNSF have ordered more gen-set locomotives for use in
Northern California in 2008.

For Information on California’s locomotive emission reduction strategies and emission control technologies, please visit:

Goods Movement Emission Reduction Plan, please visit: http://www.arb.ca.govigmp/amp.htm.

You may obtain this document in an alternative format by contacting ARB's Americans with Disabilities Act Coordinator at
(916) 323-4816 (voice); TTY/TDD/Speech-to-Speech users may dial 7-1-1 for the California Refay Service.

[Galforia Air Resources Board RO, Box 2815 Sacramento, GASE012 _ (976) 3222990 www.arbca gov |
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A Sampling of Cargo Fees and Taxes

Not every international shipper or cargo owner will pay every fee listed below. The list is
offered as an example of how costs get passed along to the shipper/cargo owner, and how cargo
owners do pay for the port and transportation facilities they use.

Direct Commercial Fees:

Not every shipper pays these fees. Sometimes these fees are included in the base rate a shipper
pays. Often they are separately stated as surcharges. All of these fees are subject to rate
negotiation between the carrier and the shipper.

o  “Peak Season” Charges: Ocean carriers as part of the Trans-Pacific Stabilization
Agreement (TSA) often charge fees of as much as $400 per FEU on west-bound containers
terminating at West Coast ports.

o Fuel Price Surcharges:

o DBunker Adjustment Factor (BAF): Compensates for wide fluctuations in marine
bunker fuel and diesel oil at key load ports. Such surcharges, added onto base freight
rates, help offset rising marine bunker fuel and diesel oil prices. The formula
managed by TSA tracks world bunker fuel prices and then applies a weighted average
formula to recover the cost impact of price fluctuations on carrier operations. The
formula reflects fuel consumption patterns across the TSA membership (where fuel is
purchased and loaded, vessel size, route configurations, sailing speed and transit time,
linehaul and feeder ship fuel costs, cargo mix, etc.). The charge is allowed to float
with fuel prices, and is adjusted on a monthly basis.

o Other Fuel Surcharges: Intermodal rail shippers will also sometimes be charged a
fuel adjustment factor that is separate from the base freight rate. Similarly, trucking
companies also sometimes impose fuel surcharges.

¢ Terminal Use Fees: Longstanding business practices allow carriers to pass along terminal
operating expenses to shippers through terminal use fees. These fees for the use of the
terminal are sometimes separately stated from the ocean carriage rate. In addition to these
charges, other fees may be charged:

o Demurrage Charges are assessed on containers that fail to move off terminal within a
specific period of time—usually three or four days. The purpose behind these
charges is to ensure that port facilities are not used as warchouses for cargo owners
and shippers. The shipper has a significant incentive to move containers quickly to
avoid these penalties.

o Detention Charges are fees imposed on intermodal equipment such as chassis. Ifa
shipper keeps a chassis or a container for longer than a specific period of time, fees
accrue. The fees are there to encourage shippers to return equipment quickly. After
the 2002 labor dispute that closed West Coast ports for more than a week, a critical
shortage of chassis developed further impeding the flow of commerce. .
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o Security-related charges: As of 2003, many carriers include security related surcharges to
their freight rates in order to offset higher regulatory costs associated with port and carrier
security mandates included in several federal laws.

o Port Security Fees: Ports have raised their tariffs to cover the cost of compliance with
the Marine Transportation Security Act of 2002 and the imposition of international
standards on ports developed by the International Maritime Organization and
enforced by the U.S. Coast Guard. The ports of California increased their tariffs by
5% in 2005 to cover the cost of added security infrastructure. Carriers may pass
along a portion of this cost for this infrastructure to shippers in the form of per-
container security surcharges, or directly in the shipping rate.

o Manifest Fees: Many carriers have imposed a new Advanced Manifest Fee, which is
assessed on a Bill of Lading basis to pay the cost of compliance with the provisions of
the Trade Act of 2002 and the U.S. Customs requirement to provide manifest
information 24-hour in advanced of lading.

o Inspection fees: Importers have to pay the government for the expense of inspecting
their cargo, if the container is pulled aside for an intensive exam.

o C-TPAT Expenses: Although not a charge, per se, shippers who participate in the
Customs-Trade Partnership Against Terrorism incur a number of business expenses
related to ensuring the security of the supply chain. These expenses include on-site
monitoring of overseas factories, overseas scanning, and managing compliance
audits. Congress has recently considered asking shippers to pay a separate fee for
compliance assessments conducted by third-parties.

¢ Alameda Corridor Fee: Containers moving on the Alameda Corridor pay fees of $18/TEU,
$36/FEU, and $40/ 45-foot container for the use of the infrastructure. Some containers
drayed from the ports of Los Angeles and Long Beach to other rail facilities in Southem
California will also pay the corridor fee, even though they merely bypassed the corridor. The
fee is paid by the railroads and passed along to carriers who usually charge the shipper either
in the rate or as a separate charge.

o PierPass Traffic Mitigation Fee: Containers drayed from the Los Angeles and Long Beach
ports during daylight hours are subject to a privately-imposed traffic mitigation fee of $100
per FEU. Intermodal rail containers do not pay this fee. The fee is collected directly from
the shipper.

¢ Ports' Infrastructure Cargo Fee: Adopted for implementation in January 2009, this fee
will be paid by the Beneficial Cargo Owner (BCO) (shipper), and will impact trucks and
trains. Charges levy on each loaded import or export container moved by truck or rail. Fee
will fluctuate, based on that calendar year’s funding needs for the list of approved projects.
Fee collection will begin at $15 per loaded TEU (or $30 per FEU), and will range over a
period of seven years from $10 to $18 per TEU. Fee will pay for about 1/2 of the costs of the
projects. No fee is assessed on containers moved between two terminals within the ports.

Direct U.S. Government Compliance Fees:

* Harbor Maintenance Fee, collected by the Department of Homeland Security, Customs and
Border Protection (CBP), is charged only on importers and is a percentage of the value of the
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merchandise. The fee is used to support dredging of ports nationwide. The Port of Oakland
recently benefited from these fees as part of its channel deepening efforts.

Merchandise Processing Fee, collected by CBP, is assessed up to a certain amount on the
value of the merchandise imported. The fee collects $1 billion in revenues each year and is
supposed to be used to offset the cost of customs processing. However, until recently, the fee
was not “fire-walled” and went directly into the general treasury.

Import Duties, collected by CBP, are assessed ad valorem on the value of imported
merchandise. However, there are some imports that are not required to pay no import duties,
either because the duty rate is set at zero, or the import qualifies under one of the U.S. Free
Trade Agreements. Other imports, such as footwear and apparel, pay very high duties.
Duties are imposed to “protect” domestic industry from foreign competition, and thus fall
quite unevenly across industry segments, and not at all on exporters. Duties raise
approximately $21 billion each year that goes into the general revenues of the United States.
Almost half of this revenue is collected as duties on imports of footwear and wearing
apparel—a hidden, regressive tax that harms working American families. The Bush
Administration has called for the elimination of all tariffs on industrial goods as part of the
agenda for the Doha Round of Trade Talks. For this reason import duties are not a good
candidate as a source of federal revenue for trade-related infrastructure.

Other Indirect Compliance Fees:

ISPIS Surcharges: The International Ship and Port Facility Security Code (ISPS) went into
effect in 2005. This IMO standard is enforced in the Untied States by the U.S. Coast Guard.
All ports in the U.S. must meet these security standards or they will be shut down. Cargo
coming from non-ISPS compliant ports can be denied entry into the United States. Many
foreign governments have imposed fees, taxes and charges on ocean carriers to raise the
resources necessary to meet this world-wide standard. Shippers may have to pay these fees
as surcharges from ocean carriers.

Ports' Clean Truck Fee: This fee’s start date is October 2008, and will impact trucks.
Charges levy on all loaded containers moving in and out of the ports by truck. Fee will
support ports' Clean Trucks Program which will ban pre-'89 trucks by October 1, 2008; ban
pre-'94 trucks by January 1, 2010; and ban pre-2007 trucks by January 1, 2012, Must also
register trucks with the ports and be fitted with RFID by June 30, 2008. POLA Exemptions
from the fee: any privately funded 2007 clean diesel truck; LNG/Alt fuel trucks and
electric/hybrid trucks. POLB Exemptions from the fee: Privately funded LNG/Alt fuel
trucks. POLB partial exemption from fee: any 2007 Clean diesel truck pays $17.50/TEU.
This fee is paid by the BCO (shipper). The fee is $35 per TEU and $70 per FEU.

Port Community Mitigation Trust Fund (POLA Only): This fee was adopted on April 3,
2008. The impacted modes are not specified. POLA MOU with TRAPAC EIR Appellants
establishing a Port Community Mitigation Trust Fund to be paid by POLA at a rate of $2 or
$3.50 per TEU from port various expansion projects. It is unclear if POLA will create new
fees or tariffs to cover these new port costs. The fee is paid by POLA, and will be from
$2.00 or $3.50 per TEU, or $4.00 or $7.00 per FEU.
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Proposed Fees:

Lowenthal Ports Fee: This fee’s proposed start date is July 2009, and will impact trucks
and trains. Requires POLA, POLB, Port of Oakland to collect fees. Creates Congestion
Relief Trust Funds (managed by CTC) and Ports Mitigation Relief Trust Funds (managed by
ARB) for both San Pedro Bay Ports and Oakland Port. 1/2 money collected would go to each
Trust Fund. The fee, paid by the BCO (shipper), $30 per TEU and $60 per FEU.

SCAG RTP Railroad User Fee: This fee's proposed start date is not specified. It will
impact trains. The charge will be imposed on containerized cargo moving through the Ports
of LA/LB by train. Fee would be used to support Railroad Container Fee Revenue Bonds
which would be used to 1) pay to increase rail capacity in southern California, and 2) pay for
a portion (7%) if the cost of grade crossings. The fee will be paid by the railroads and is $15
per TEU and $30 per FEU.

ON TIME Act (Our Nation’s Trade Infrastructure, Mobility and Efficiency Act): This
proposed fee was adopted on April 3, 2008, but the impacted modes is not specified.
Proposed by U.S. Representative Calverts: Nationwide Fee imposed at all 320 ports. Fee =
0.075% of the value of the shipment not to exceed $500 per container. Money generated
would go to transportation projects within 300 miles of the port where the fee is collected
(Long Beach to Las Vegas). Locals have to come up with 20% of the cost. The fee is paid by
the BCO (shipper).
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Written Statement of Hubert Wiesenmaier,
Executive Director, American Import Shippers Association

Before the Subcommittee
on Coast Guard and Marine Transportation

Port Development and the Environment
At the Port of Los Angeles and Long Beach

My name is Hubert Wiesenmaier. | am the Executive Director of the American Import
Shippers Association (AISA). AISA is a not-for-profit member association organized
under the Shipping Act of 1984 to negotiate ocean transportation contracts on behalf of
its members for the shipment of products between foreign countries and the United

States. I have served as the Executive Director of AISA since it was founded in 1987,

AISA’s membership is comprised of about 150 U.S. companies - predominantly small
and medium sized - which import appare] and related fashion items from countries in the

Far East, the Indian subcontinent, Africa, and the Middle Bast.

Collectively, AISA members ship almost 50,000 twenty-foot container equivalent units
(TEU) annually under so called service contracts which arc negotiated by AISA with a
number of ocean carriers. The majority of AISA members’ containers are routed through
the Ports of Los Angeles and Long Beach for distribution to California markets, and for

intermodal transport to points throughout the United States.

We welcome the Subcommittee’s examinations of port and infrastructure development
and the environment impact these developments have on the port communities of Ports of

Los Angeles and Long Beach.

American Import Shippers Association, inc.



178

AISA Statement before House Coast Guard and Maritime Subcommittee
On LA and LB Port Developments - page 2

At the same time we hope that the Subcommittee’s insights gained from examining these
two major ports will serve to focus on the need for the development of national policies
and guidelines to states and localities for addressing infrastructure and environmental
issues at the nation’s major ports, in close collaboration between indusiry stakeholders,

government agencies, and the concerned public.

AISA members have to be extremely sensitive about keeping their total transportation
and distribution cost at lowest levels to meet the demands of the highly competitive U.S.
retail industry and consumers which are demanding ever lower prices. At the same time,
the reliability of the international freight transportation network is of the utmost
importance, as retail sales of apparel and related consumer products are highly seasonal

and timely delivery of these products o retailers, therefore, is critical.

Association members are keenly aware that the capacity of Southern California ports, and
their inlermodal connections 1o road and rail, have been stretched to the limits — and that
ever increasing cargo volume moving through the ports has acceleraled the need for
finding solutions to improve systemic problems in port infrastructure and intermodal
transportation, and the need to meet environmental challenges faced by the local port

communities,

We believe, however, that a hodgepodge of regional and state environmental initiatives,
however well intentioned, is likely to be costly and ineffective, particularly when they are

viewed by key stakeholders as imposing a disproportionate cost on them,

The Los Angeles and Long Beach clean truck programs are cases in point. No one
questions the need to reduce truck pollution associated with freight movements to and

from these ports. As structured, however, these programs have targeted shippers of
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containerized cargo ouly to pay for the program, and unnecessarily structured the
program in ways that are potentially quite detrimgental to the needs of these shippers for
adequate, reliable and cost-effective trucking. The result is litigation that benefits no one,
that creates uncertainty for shippers, and that delays the very environmental

improvements the programs intend.

As the Members of the Subcommittee are well aware, our economy has become more
interdependent with the global economy. As our economy has grown, all major U.S.
ports and intermodal systems are facing a capacity crunch. Port development and
improvement of intermodal transportation for the movement of international freight are
inextricably intertwined, and are part of the larger issue of improvement of U.S.
transportation infrastructure required for the movement of freight and people. Therefore,
decisions relating to Port development require a system-wide perspective to ensure the
entire marine transportation sysiem develops in a coherent and efficient manner to
minimize disruptions and the cost of international freight movements and to take into

account broader transportation needs.

AISA and its members recognize the associated environmental costs of Port development
and increasing international freight movements that need to be addressed, and also
recognize that shippers and other beneficiaries of the international freight transportation

system must share in these costs.

In sum, we believe strongly that the Federal Government must play a lead role to insure
that the implementation of policies and decisions at the regional, state, and federal level

fully take into account the complex needs of all stakeholders in port and infrastructure



180

Statement before House Coast Guard and Maritime Subcommittee
On LA and LB Port Developments — page 4

development, and to insure that environmental concerns and costs are addressed within

the larger framework of which they are a part of,,

AISA welcomes the Subcommittee's interest and is prepared to work with the

Subcommittce in these areas,
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Coalition for America's Gateways and Trade Corridors
Sharon Neely, member

Before the

Subcommittee on Coast Guard and Maritime Transportation
of the House Transportation and Infrastructure Committee

On

Port Development and the Environment at the Ports of Los
Angeles and Long Beach
August 4, 2008

We thank you for the opportunity to submit written testimony for the
Subcommittee’s consideration. The Coalition for America's Gateways and
Trade Corridors is a national advocacy organization, dedicated to the
needs of the nation's multi-modal freight network. Formed in 2001, our
membership is geographically varied and spans both the breadth of the
transportation industry. Despite the enormous diversity in our
membership, the Coalition is able to forge progressive, innovative goods

movement policies and forge consensus within our organization.

Our nation’s gateways, whether they are ports, bridges or land crossings,
handie all the international cargo coming into and out of the country. For
example, the ports where you conducted the hearing are members of our
Coalition. They alone handled 9.2 million TEUs carrying international
cargo in 2005. Those. volumes are having a tremendous impact on our
nation’s economy at and at the same time, the region with worsening
congestion, health and community impacts.
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Documentation is attached that provides more detail regarding the impacts of significant increases
in trade worsening congestion, environmental and health impacts along the trade corridors of the
nation. These issues serve as a trade barrier fo future national economic growth as well.
Manufacturers and agricultural producers across the nation depend on this infrastructure to get
their products to international markets. American businesses and families rely on the goods

movement system to bring products to their shelves and homes.

There is no national freight plan or a coherent program to document, anticipate and provide for our
economy's goods movement needs. Infrastructure that was adequate in the first half of the
twentieth century is still being relied on today, with some facilities utilized well beyond design
capacity, while others are no longer as useful in today’s economic trade pattems. State
Departments of Transportation and regional transportation planning authorities are scrambling
simply to meet the maintenance demands of our existing system, while the declining federal
funding source - the motor fuels tax — will fail to cover currently authorized spending as early as
2009.

Before a solution can be developed, we have fo think about the problem differently, as a nation. It
is not merely the highways that trucks drive on - though those do play a very important role. It is
also the ports and border crossings, the rail lines, the intermodal connectors, and the local roads
that handle the final delivery of goods to market. We must focus on the system as a whole, rather
than viewing the nation’s transportation infrastructure as several different systems that occasionally
interact. We must see the entire network, interacting and interdependent. Only then can we begin
to discuss real solutions to the issues this nation faces.

Critical to any effective solution to the goods movement problem is a federal freight policy with the
establishment of a dedicated federal fund, such as a Freight Trust Fund (FTF) or similar dedicated
account, whose revenues are predictable, sustained, firewalled from other uses, and committed to
infrastructure that enhances the movement of goods. Although the Coalition continues to refine
recommendations on how such a fund would be implemented, | would like to identify the principles
that should drive decisions about the FTF, some thoughts as to how funds might best be used, and
some suggestions about the potential sources of revenues.
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The FTF should be comprised of existing and new revenue sources. While some of the traditional
Highway Trust Fund sources might be allocated, additional monies should come from beneficiaries

of freight infrastructure improvement and be based on the following principles:

o The price of goods should support and internalize some portion of the cost of expanding
related infrastructure, such that growth in demand for moving goods delivers proportional
funding for related infrastructure improvement.

o Al potential funding mechanisms and sources should be considered and fees assessed on
user benefit.

o FTF revenue sources should be predictable, dedicated and sustained.

+ The FTF should be financed from a wide variety of user fees, so that no one user group is
disproportionately affected, with the recognition that the consumer is the ultimate
beneficiary.

« Funds should be available to support projects of various size and scope, but with special
priority for projects of national significance.

e Funds should be available to support multi-jurisdictional and multi-state projects selected
on the basis of their contribution to national freight efficiency.

o While the current federal gasoline tax should continue to be dedicated to the traditional
core programs, a small percentage of any future increase in the gas tax should be
dedicated to the FTF, reflecting the real benefit to the driving public from freight projects
that relieve highway congestion. Certainly, the federal fuel taxes should not be reduced.

» Fund distribution should be based on objective, merit-based criteria, with higher-cost
projects subject to more stringent evaluation than lower-cost efforts.

¢ Long-term funding should be made available in a manner similar to the current Transit Full
Funding Grant Agreements to ensure that once a project is approved, funds will flow
through to completion.

In practice, the FTF should be established either as a separate entity or as a dedicated, firewalled
freight account within the HTF to collect fees, retain unexpended balances and liquidate annual
appropriations, in order to give assurance to those who pay into the fund that it will be fully used for
the designated purposes.
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Overall, FTF funds for support of major freight investments should be distributed in a manner
consistent with the process and procedures detailed by the Congress in SAFETEA-LU for Projects
of National and Regional Significance (PNRS). Assuming Congress keeps the PNRS program in
the next reauthorization and does not earmark the funds, the PNRS criteria, currently the subject of

an administrative rulemaking, could serve as a formula for discretionary allocation.

With respect to sources of funding, FTF contributions should come from a variety of independent
new sources to supplement existing revenues in a way that will fairly share the burden of cost for
system development and maintenance among usersibeneficiaries commensurate with their use of
facilities. All users of the freight transportation system should be required to contribute fo the FTF.
Revenue streams should also be as diverse as practicable to ensure FTF income is resistant to
economic cycles and will grow to keep pace with demand for infrastructure and inflation. At least
four types of revenue sources should be considered to provide the equitable, diverse and stable

revenue stream necessary:

o Motor fuel user fees — gasoline, diesel, alternatives including gaschol, biofuels, and
railroad fuels;

» Direct vehicle fees, such as new registration, use and sales;

« Indirect user fees, such as dedicated national sales taxes and proxies based on cargo
weight or value such as bill of lading, cargo facility charges or freight consumption fees;
customs fees are generated by trade and applying a portion of these monies to support the
infrastructure necessary to conduct that trade is a logical and fair use; and,

« Longer term fees established to offset reductions in fuel taxes as consumption moves
away from gasoline and diesel, including carbon emission fees, weight distance taxes of all

surface-based vehicles and other vehicle mileage taxes.

While the FTF would provide a dedicated source for freight project funding, participation in this
program should not preclude projects from seeking funding from existing sources, reflecting the

multiple benefits they can provide fo local communities as well as to national freight movement.
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Looking beyond the financing mechanisms immediately available, additional sources made
possible by the phasing in of new technologies into America’s transportation fleet may offer long-
term solutions. Chief among these are ton-based fees and fon-mile taxes which have the added

benefit of improved cost allocation.

These new revenue sources could effectively measure “freight consumption” in small increments
and be incorporated in the consumer price of goods, reducing public opposition while concurrently

removing modal biases and state-by-state equity issues.

At the state and local levels, federal policies should provide transportation planners with the largest
toolbox of financing options possible to enable them to move freight projects forward as quickly and
efficiently as possible. This is vital to support the development of local projects and connectors, in

addition to the necessity of raising funds to match federal FTF monies.

Among the tools federal policy should enable are folling of new facilities, innovative financing,
private investment and public-private parinerships. Creative solutions are needed to increase
capital sources. In addition, general fund allocations are an important tool at the state and local
levels and federal FTF funding should be structured to incentivize and reward state and local

investment.

Sustainable goods movement lies at the center of our quality of life, not only for the availability of
consumer products, but because of transportation's impact on land use, energy consumption and
environmental quality. Improvements fo freight infrastructure can result in reduced congestion,

better air quality, and less time and fuel wasted.

The anticipated acceleration of trade, combined with domestic growth, has created millions of new
job opportunities and a higher standard of living for Americans. But these benefits will last only if

we are able to keep goods moving.

Thank you for the opportunity to submit written comments on this important federal transportation

matter.
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The Challenge

The rapid and inexpensive movement of goods throughout the U.S. supply
chain, particularly through our ports and critical irade corridors, is key to
securing America’s economic future and maintaining our competitiveness in
world markets. Trade, as a percentage of the U.S. GDP, has been steadily
increasing during the past quarter century, rising from just over 12% in the
early 1970s to approximately 25% in the mid-1390s.

Explosive growth over the last ten years, improvements in manufacturing
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processes and new technology are continuing this trend and placing ever-
greater strain on the capacity of our trade gateways. The U.S. DOT estimates
that freight traffic wilt nearly double in the next 20 years. Will we be prepared
{o meet that challenge?

Import and export freight movements, whether by rail, truck, ship or air, are a
crucial fink in the $7 trillion commodity flow fueling the U.S. economy today.
Increasingly, these goods travel by multiple modes to arrive at their
destination, with intermodal transport now reaching nearly $1 trillion dollars
annually on more than 10 million loadings, up from only 500,000 in 1957.
Shippers need predictability, and are less and less interested in how freight
moves as compared with the speed and reliability of when it moves.

The domestic and international freight capacity of our ports, waterways,
fransfer faciliies, and highway and rall conneclors will greatly determine
whether we maintain our international edge and the quality of our economic
life. Failure of trade gateway infrastructure to keep pace with growth in
demand will increase private and public costs, hold back expansion and
prosperity in coming years and impose economic and social burdens on our
communities.

Even more pressing, perhaps, is the need to adapt these key facilities to
serve our national security needs. Ports and their connectors have always
been the point of embarkation for defense materials, and this role is even
more important as our global strategy emphasizes flexible response.

The Importance of a National’ System

Success in funding projects and technology that support goods movement is
targely dependent upon the recognition of, and support for, a program that
adequately funds projects whose benefits reach beyond the borders of the
stat in which the project resides. The cost for these projects should be shared
by all the beneficiaries, regardless of state borders.

Until there is universal understanding of the need for a nationally
interconnected system, hope to adequately fund goods movement will be in
vain.
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Hon. Elijah Cummings

Chair

Subcommittee on Coastguard and Maritime Transportation
U.S, House of Representatives

Washington, DC 20515

August 4, 2008

Re:  Comments in support of Los Angeles Clean Truck Program for field hearing of
Subcommittee on Coastguard and Maritime Transportation

Dear Congressman Cummings:

On behalf of the Coalition for Clean and Safe Ports, I write to express our support for the Clean Trucks
Program (CTP) adopted by the Los Angeles Board of Harbor Commissioners on March 20, 2008 and
subsequently ratified by the Los Angeles City Council and Mayor.

The Coalition for Clean and Safe Ports is made up of over 30 local organizations, including labor,
environmental, public health and faith-based organizations. The Coalition stands in full support of the
Port of Los Angeles’ CTP as the first substantive portion of the Clean Air Action Plan {CAAP) which
aims to reduce port emissions by 45% over five years.

We strongly support the concession model coupled with employee status for drivers. This model —
along with community-related provisions and financial incentives to expedite getting cleaner trucks on the
roads — is the key element to ensure both a near- and long-term plan to clean up the air in Los Angeles.
This approach gives us confidence that the Port will act as a responsible leader with its customers, its
neighbors, and those who work at the Port. The CTP responds to the key principles that have guided our
critique and suggestions for improving the dysfunctional drayage market. Specifically, we are pleased
that the CTP is comprehensive (in addressing the full range of issues affecting port trucking), sustainable
(in providing a transition that allows market forces — rather than continued subsidies — to guide this
fleet modernization effort), and accountable (in creating meaningful Port oversight). No other approach
that we have examined meets these standards.

The Port of LA’s Clean Truck Program also has the support of Senator’s Obama and Boxer, Speaker
Pelosi, and other members of Congress (see attached). .

If you have any questions, please contact me at (310) 890-3661.

Sincerely,

=

Director, Ports Program, Los Angeles Alliance for a New Economy
Chair, Coalition for Clean & Safe Ports



188

@Congress of the Anited States
Washington, BE 20515

June 9, 2008

The Federal Maritime Commission
800 North Capitol Street, N.'W.
Washington, DC 20573-0001

Dear Federal Maritime Commissioners:

We are writing to express our support for the Clean Trucks Program, a groundbreaking
green growth initiative approved by the Port of Los Angeles on March 20. This program
will produce sustainable environmental and public health improvements, enhance the
efficiency and productivity of port trucking, and reduce congestion, while appropriately
placing the financial responsibility for operating and maintaining a fleet of clean trucks
on the trucking companies that negotiate haul rates instead of on the truck drivers who
are trying to make ends meet. For these reasons, we are encouraging the Federal
Maritime Commission (FMC) to give this important clean-air proposal full and fair
consideration as it moves towards implementation.

We are aware that the FMC has traditionally limited its consideration of port plans to the
question of whether it would decrease the supply of transportation services or increase
the costs to shippers. However, as our country grapples with unprecedented new
environmental, public health and homeland security challenges, we believe the FMC
must also prioritize the public health effects and the security of port operations,

In 2007, the Port of LA was responsible for over 22 percent of all containerized cargo
brought into the U.S. by ship, with an estimated value of over $100 billion, and this trade
is expected to more than double by the year 2020. An upcoming National Geographic
Society series on the Port of LA appropriately describes it as “America’s Port” because of
the vital role it plays in our nation’s cconomy.

Over the past decade, the Port of LA has had difficulty increasing its capacity due to legal
challenges based on environmental and public health concerns. Port officials have
worked diligently to address air pollution problems in order to move forward with
delayed infrastructure projects to increase capacity and port throughput. The Clean
Trucks Program is a critical piece of this puzzle. In fact, its passage played a vital role in
clearing the environmental challenges that had delayed TraPac, the largest terminal
expansion project in years, which will now finally be able to move forward.

The California Air Resources Board (CARB) estimates that particulate matter air
pollution in the South Coast area causes approximately 5,400 premature deaths, 980,000
lost work days, 2,400 hospitalizations, 140,000 asthma and lower respiratory cases and a
significant increase in cancer risks. CARB also has found that port activity will be
responsible for about one-third of the South Coast particulate matter pollution in 2014,
and nearly half of this air pollution by 2020 statewide. CARB estimates that air pollution
costs $2.3 billion in health care costs annually. The LA Clean Truck program will help
decrease pollution in the South Coast arca which will have a positive affect on the
environment and health of people living and working near the port.

PRINTED ON RECYCLED PAPER
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In order to achieve these environmental and public health improvements, a substantial
investment will have to be made. Cleaning up port trucking is a $2 billion problem that
requires a sustainable solution so this effort does not have to be repeated in ten years
when these 16,000 trucks will need to be replaced again. The LA Clean Truck Program
will help ensure that the trucking sector is capable of maintaining a clean fleet of trucks
without public subsidies.

Currently five out of six drivers only work for one trucking company at a time and nearly
nine in ten drivers own only one truck. These drivers are dependent on the trucking
companies for work and after expenses, fuel and insurance, they take home roughly
$29,000 per year and struggle to afford routine repairs and upgrades. This business model
would make it hard for these drivers to keep up with the technology updates needed to
reduce pollution and improve the environment and public health situation near the port.

We believe that changes to the port trucking system are vital to creating a sustainable
clean truck program. A critical component is the transition away from relying on trucking
companies that act as brokers, and to licensed motor carriers which take full
responsibility for their vehicles and their workers by hiring them.

The LA Clean Trucks program will actually strengthen competition within the port
trucking industry as well as between port trucking and their retail clients. Since port
trucking costs are a relatively small component of overall transportation costs, the
increased operational costs required by this program will be far outweighed by the
overwhelming public benefits.

As the FMC moves forward in its review of the LA Clean Trucks Program, we hope to
work with you to ensure we avoid the huge economic, environmental, and public health
costs that would result if this vital program is delayed.

Thank you for your consideration.

Sincerely,

- 553 (/(/QM(I—

GeorgeMiller

Member of Congress

Member of Congress

Barbara Lee
Member of Congress

ilner
Member of Congress
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LindaT. Sanchcz Jane Harman
Member of Congress Member of Congress

Lucilie Roybal-Alard aca

Member of Congress ember of Congress
M .

SamFarr ovard L. Berman

Member of Congress Member of Congress

Hilda L. Solis

Member of Congress ember of Congress

ZWMW% & '/;%—-\.

Lynn Yoolsey A. Waxman
Member of Congress Member of Congress
Ellen O. Tauscher Diane E. Watson
Member of Congress Member of Congress
Zomgrc?/ Maxine Waters
Member of Congress Member of Congress
Mike Thomgxén Adam Schiff

Member of Congress Member of Ccngress
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NANCY FELOS! Congress of the TUnited States et o

. 450 GOLDEN GATE AvENX
SPEAKER OF THE HOUSE %01152 of ﬁtpfﬁﬂmt&fmkﬁ Eaivaiateiiaand
ANNON 2 OFFICE BUILDING L nancy @msil house.gov
B o, oc aoare-o%0n Washington, BE 205150508 oo
{202) 225-496%
April 18, 2008
Harold J, Creel, Ir., Commissioner A. Paul Anderson, Commissioner
Federal Maritime Commission Federal Maritime Commission
800 North Capitol St. NW 800 North Capitol St. NW
Washington, DC 20573 ‘Washington, DC 20573
Reb F. Dye, Cc issi Joseph E. Brennan, Commissioner
Federal Maritime Commission Federal Maritime Commission
800 North Capitol St. NW 800 North Capitol St. NW
Washington, DC 20573 ‘Washington, DC 20573
Dear Commissioners:

T write to express my support for the Clean Trucks Program, a groundbreaking initiative approved by the Port of
Los Angeles on March 20.

In 2007, the Port of Los Angeles was responsible for over 22 percent of all containerized cargo brought into the
country by ship. Over the past decade, as imports have skyrocketed, the Port of Los Angeles has struggled to
increase its capacity due to legal challenges based on environmental and public health concemns. Port officials
have worked to address air pollution problems in order to move forward with long-delayed infrastructure
projects to improve capacity, and the Clean Trucks Program is a critical part of the solution.

This innovative program places the financial responsibility for operating and maintaining a cleaner fleet of
trucks on the trucking companies that negotiate haul rates, instead of on the truck drivers, who currently camn
meager incomes as independent contractors. As a result, the program will reduce air pollution, improving public
health locally—where workers and residents suffer from disproportionately higher rates of asthma and cancer—
as well as regionally. The program will also increase the productivity of port trucking, reduce congestion, and
strengthen port security and safety, while creating good middle-class jobs.

Since port trucking costs are a relatively small component of overall transportation costs, the increased
operational costs required by this program will not be ble or burdensome and will be far outweighed
by the overwhelming public benefits,

The FMC has traditionally limited its consideration of a port plan to the question of whether it would decrease
the supply of transportation services or unreasonably increase the costs to shippers. As our country grapples
with new environmental, public health, and homeland security chailenges, it is important for the FMC to
consider the broader effects on public health and safety of port operations.

Thank you for giving the Clean Trucks Program your full and fair consideration as it prog towards
implementation. Please keep me informed of your actions regarding this program.

Sincerely,

Speaker of the House

THIS STATIONERY FRINTED ON PAPER MADE OF RECYCLED FIBERS
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March 19, 2008

Honorable Antonio Villaraigosa
Mayor

City of Los Angeles

200 North Spring Street, Room 303
Los Angeles, CA 90012

Dear Mayor Villaraigosa:

T write to express my support for the efforts underway by the Port of Los Angeles to
implement a clean trucks plan that will dramatically improve air quality and the health of our
communities in Southern California. 1 thank you for your leadership on this urgent
environmental and public health issue.

Ibelicve the Port of Los Angeles Clean Truck Program will help clean up the alr quickly
and sustainably — reducing congestion, improving working conditions and labor standards for
port ruck drivers, and strengthening port safety and security.

As you know, the Ports of Los Angeles and Long Beach handle nearly 45 percent of the
containerized cargo imported into the U.S., with an estimated value of nearly $200 billion, and
this trade is expected to more than double by the year 2020. The Ports of Los Angeles and Long
Beach are critical to our entire nation’s manufacturing and retail industrics, providing jobs and
economic benefits.

Over the past decade, however, the Ports of Los Angeles and Long Beach have had
difficulty increasing their capacity due to environmental and public health concerns. In Southern
California, port activities are major contributors to smog and soot poliution. Soot pollution alone
is responsible for 5,400 premature deaths, 2,400 hospitalizations, 140,000 incidences of asthma
and respiratory problems, and nearly one million lost work days each year in the area, according
to the South Coast Air Quality Management District, And the effects of air pollution are most
harmful to those most vulnerable: our children, our elderly, and people with asthma or other
diseases. I sharc your belief that we must act decisively to address this public health crisis,

Furthermore, port-related congestion costs hundreds of millions of dollars in lost
productivity and additional infrastructure costs. So there is not only an urgent cnvironmental and
public health cost to inaction, but a financial toll as well. We need a comprehensive approach to
cleaning up the air at our ports that makes the health, safcty and well-being of the millions of
people who live and work in the port district a top priority.

PFRINTFD ON RECYCLED PAPER
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As Chairman of the Scnate Environment and Public Works Commitiee, | have introduced
the Marine Vessel Emission Reduction Act, a bill which requires oceangoing vessels visiting
U.S. ports to use cleaner fuel and cleancr engines, whether they arc flagged in the U.S. or
clsewhere.

My bill would require oceangoing vessels to dramatically lower the sulfur content of the
fuel they usc as they travel to and from our ports. [t would also significantly reduce emissions
from both new and cxisting engines beginning in 2012 by requiring the use of the most advanced
technologies. Local air officials estimate that our legislation would save 700 lives a year in
Southern California, and many more lives nationally each year.

But we can and must do more. That is why I am so pleased that the Los Angeles Board of
Harbor Commissioners is voting on the final piece of the Clean Trucks Program and I pledge to
work with you to further the goals of this plan to safeguard the health of California’s familics.

Sincerely,

T Byjer

Barbara Boxer
U.S. Scnator
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Barack Obama

November 2, 2007

Mayor Antonio Villaraigosa, City of Los Angeles
Mayor Robert Foster, City of Long Beach
Mayor Ron Dellums, City of Oakland

Dear Mayors Villaraigosa, Foster, and Dellums:

1 write to express my support for the efforts you are making to ensure that our ports are environmentally
sound, secure, and supporting middie class living standards for those working there. Americans are anxious about
increased trade, its relationship to middle class jobs available in America, and what that economic activity ~ both
as a matter of production and transport of goods -- is doing to the environment. Those concerns and challenges
come to a head al the ports in your cities and | commend your leadership in addressing them.

In particular, the Clean Trucks Program recognizes trade, labor, and the environment are not separate, but
linked issues. The program sets up tough standards to clean up truck diesel emissions and provides generous
subsidies for vehicle purchase and retrofit. And it also recognizes that responsibility for investing in higher
stanidards is best borne by firms rather than the individual truck drivers fighting to make a living with little
leverage to negotiate for better pay.

Because the trucking companies that operate at the ports have adopted the strategy of holding down costs
by classifying their personnel as independent contractors, each individual driver is today responsible for his truck
and its environmental impact. But most are independent only in the sense that they own the truck they operate and
are struggling to pay it off. Many of these truckers may be legally misclassified. Worker misclassification is an
issue | have worked on at the federat level to remedy because it hurts workers and costs the taxpayer billions in
uncollected taxes. In this case, whether they are misclassified or not, the dependence on poorly paid truckers is
leading to the use of trucks ill equipped to minimize the impact on the environment.

According to a recent survey of truckers at the ports, five out of six drivers only work for one trucking
company at a time and nearly nine in ten own only one truck, They are dependent on the trucking companies for
work. Those companies and the big box retailers reap the rewards of increased imports while the truckers who
transport those goods are paid poorly and receive few benefits. After expenses, fuel and insurance, they take
home roughly $29.000 per year and struggle to afford routine repairs and upgrades. That has repercussions for the
drivers and the environment.

Adopting the Clean Trucks Program will make it possible to ensure that the pollution these trucks are
creating and the Jow compensation truckers receive are reversed. 1 support your efforts to work with the Harbor
Commissioners in your respective cities to adopt a strong Clean Trucks Program promoting the cleanest available
technelogy and a transition away from ports relying on trucking companies that act as brokers to ones that treat
their personnel as employees. Both steps are necessary to meet emissions reductions targets and ensure that jobs at
our ports are middle class jobs,

CC: David Freeman, President
Los Angeles Board of Harbor Commission M
Mario Cordero, President -
Long Beach Board of Harbor Commission dﬁ:w’f'
Anthony Batarse, Jr., President N
Harbor Commissioners, Port of Oakland O‘zﬁmamog

Obama for America * PO Box 82{0 + Chicago, IL 60680 * BarackObama.com

[ Paid for by Obama for America l
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Written Statement for the Record
of

Curtis Whalen
Executive Director
Intermodal Motor Carriers Conference

of the
American Trucking Associations

before the

Subcommittee on Coast Guard and Maritime
Transportation

House Committee on Transportation and Infrastructure
U.S. House of Representatives
Field Hearing on

Port Development and the Environment at the Ports of Los
Angeles and Long Beach

Port of Long Beach Administration Building
Long Beach, CA 90802

August 4, 2008

Curtis Whalen
American Trucking Associations
950 N. Glebe Road Suite 210
Arlington, VA 22203-4181
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Mr. Chairman, members of the Subcommittee, my name is Curtis Whalen, and I
am the Executive Director of the Intermodal Motor Carriers Conference (IMCC) of the
American Trucking Associations, Inc. (ATA). ATA, the national trade association for
the trucking industry, is a federation of affiliated state trucking associations, conferences
and organizations that includes more than 37,000 motor carrier members representing
every type and class of motor carrier in the country. The IMCC is an affiliated conference
within the ATA and is open to ATA member companies engaged in intermodal truck

transportation or businesses and services supporting intermodal transportation.

As is the case with many national issues, activities in California often serve to
both initiate and shape state and federal programs and polices throughout our nation. For
that reason, the debate and now legal action surrounding the Ports’ adoption of their
Clean Truck Programs (CTP) is of utmost importance to motor carriers, shippers,
retailers, other port stakeholders, and consumers everywhere who depend on our

maritime freight transportation system.

I am sure that the port officials who are scheduled to appear at today’s hearing
will provide you with the overall details of their respective CTPs. From the local
intermodal motor carriers’ potential impacts perspective, however, I note for the record
that there are approximately 1,300 motor carriers that regularly serve the combined Ports

complex. Those companies collectively deploy nearly 17,000 trucks that regularly
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service the Ports during an annual period. In addition, a larger number of trucks (as many

as 25,000) perform infrequent Port drayage operations during each annual period.

The vast majority (Port study indicates 85%+, IMCC members estimate 98%) of
the trucks that regularly service the Ports are not owned by the motor carriers. Instead,
the trucks are owned by Independent Owner Operators (I00Os) that contract with the
motor carriers for port — container transport services. Many IMCC members in fact use
only 100 drivers—they have no employee drivers. From a national perspective, it is
important for Subcommittee members to understand that it is a fundamental characteristic
of the IOO/motor carrier relationship that I0Os provide the power unit truck tractors ~

this is not a situation unique to port drayage.

In order to qualify as an independent contractor, owner-operators must have a
substantial investment in their businesses, which generally comes from their ownership
interest in their power-unit tractors. Indeed, it is this interest that allows owner-operators
to command significantly higher overall compensation than that of employee drivers. It
is customary in the trucking industry that owner-operators procure that ownership interest
in their tractors via lease/purchase arrangements that allow them to own and operate
relatively expensive equipment without being forced to bear the entire financial burden
up front. Therefore, the Port’s recent selection of Daimler Truck Financial as their
program funds administrator creates a lease/purchase mechanism entirely consistent with
the traditional manner in which owner-operators procure their tractors. By utilizing
Daimler’s well-honed lending process evaluation, selection procedures, and safeguards,

only financially capable IOOs or motor carriers will be selected for the program and the
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Ports’ clean air efforts will be advanced without the need for the intrusive Concession

Plans.

Moreover, again from a national perspective, it is also important for
Subcommittee members to note that since passage of the Motor Carrier Act of 1980,
motor carrier transportation has operated under a deregulated, highly competitive, smaller
sized, open-entry business model. According to statistical analyses undertaken by the
ATA of motor carrier data released recently by the Department of Transportation, the
vast majority of motor carriers in the U.S. (87.3 percent) operate six or fewer trucks and
95.9 percent of the fleets have twenty or fewer trucks, Only 4.1 percent of carriers
operate more than twenty trucks. Since the inception of the national trucking industry,
motor carriers’ decisions as whether to operate with trucks owned and driven by 100s as
subcontractors or with company-owned trucks and employee drivers (or a combination of
both) has been a free-market business choice not subject to federal, state or local official

control.

The Port of Los Angeles” attempt to eliminate I0Os, if successful, would be the
first time in the history of this nation’s trucking industry that the well-established
IOO/motor carrier business model has been outlawed by government fiat. Even the
attempt illustrates that the Ports® lack a basic understanding of how the motor carrier
industry works and the far-reaching detrimental impact such action would have on the

trucking industry and the movement of goods in this nation.

On July 28, ATA was forced to file a lawsuit in the U.S District Court, Central
District of California against the Concession Plan components of the Ports’ CTPs.

(complaint without attachments attached). It is again extremely important to understand

_4-
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that the trucking industry supports the clean air goals of the Ports’ CTPs. Specifically,
the Ports’ approved clean truck tariffs, by establishing mandatory truck retirements
beginning this October for pre-1989 trucks and ending in 2012 when all port trucks must
be 2007 engine compliant), have been and are supported by our motor carrier members.
Considering that these soon to be retired trucks are and will continue to be “legal” in the
other 49 states illustrates the support of the industry for efforts to improve air quality in

the region.

However, as we explain in our complaint, the intrusive regulatory oversight
associated with the Concession Plan mechanisms, are not needed to support the truck
retirement and replacement program with its associated clean air benefits. Those
Concession Plans, which unlawfully re-regulate the port trucking industry to the
detriment of motor carriers, shippers, other port stakeholders and the businesses and
consumers, serve only to disrupt port operations and add billions of dollars of

unnecessary cost to transportation operations involving the Ports.

The ATA litigation, which is specifically structured so as to not interfere with the
ports’ clean air truck retirement and new truck funding efforts, focuses only on
Concession Plans. Under 49 U.S.C. § 14501(c)(1), a political subdivision of a state “may
not enact or enforce a law, regulation, or other provision having the force and effect of
law related to a price, route, or service of any motor carrier.” The Ports’ Cencession
Plans control access into the Port markets and will have a major impact on motor carrier
rates and services. In addition, the LA plan to ban owner operators and require employee-
only/company-owned trucks will greatly exacerbate concession impacts for motor

carriers operating in both ports.
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The Complaint further alleges that this is the type of interference with competitive
market forces that the U.S. Supreme Court (Rowe v. New Hampshire Motor Transport
Association, No. 06-457 (U.S. S.Ct. Feb. 20, 2008) recently identified as the target of the
federal preemption provision. The 9-0 decision reiterated the broad scope of federal
preemption, noting in particular that state requirements are preempted if they “have a
connection with, or [make] reference to carrier ratés, routes, or services.” The Court
described Congress® purpose behind the preemption provision as ensuring that motor
carrier rates, routes, and services “reflect ‘maximum reliance on competitive market
forces,” thereby stimulating ‘efficiency, low prices,” as well as ‘variety’ and ‘quality’.”
The Court further noted that the preemption provision was designed to eliminate “a
State’s direct substitution of its own governmental commands for ‘competitive market
forces’ in determining (to a significant degree) the services that motor carriers will

provide.”

In the litigation, we are also asking the Court for a preliminary injunction against
the Ports’ enforcing the October 1, 2008 commencement date of the Concession Plans.
We are also seeking an expedited schedule for hearing the ATA request for injunctive
relief and hope the court will make a ruling on that request in advance of the scheduled

October 1 implementation date.

Finally, as Subcommittee members review the testimony and consider the clean
air and transportation impacts of the Ports’ CTP plans, you should also consider that
under regulations adopted by the California Air Resources Board (CARB) on December
7, 2007, drayage trucks serving California’s ports and intermodal rail yards must also

meet clean air objectives mirroring the ports® plan but with a final goal of requiring all
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port diesel trucks to meet 2007 standards by December 31, 2013, not 2012 as required
under the CTP. Unlike the Ports approach, however, the CARB state program does not

interfere with port trucking operations and contains no employee mandate.

Thank you.
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Christopher C. McNatt Jr. (State Bar #174559)

cmcnatt sco elitis.com
, LIGHT, HANSON & FEARY, LLP
2 North Lake Avenue, Sulte 460
Pasadena, California 9
Tel: (626) 795-4700; P (626) 795-4790

W. Stephen Cannon (pro hac vice)
scannon(@constantinecannon.com
e sreenstein (pro hac vice
S. eenstem constantinecannon.com
te erson, Jr. (pro hac vice)
tan erson constantinecannon.com
char evine (pro hac vice
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1627 Eye Street NW
Washmgton,
Tel: (202) 204-3500 Fax (202) 204-3501

Robert Digges (pro hac vice)
es(@truckin
ounsel, itigation Center
AMERICAN TRUC ASSOCIATIONS, INC.
950 North Glebe oad
Arlm%ton,
Telephone (703) 838 1889; Fax (703) 838-1705

Counsel for Plaintiff,
AMERICAN TRUCKING ASSOCIATIONS, INC.

UNITED STATES DISTRICT COURT
CENTRAL DISTRICT OF CALIFORNIA

AMERICAN TRUCKING ' 9 Q\IS 04920 CAs &"m

ASSOCIATIONS, INC.
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THE CITY OF LOS ANGELES, THE
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LONG BEACH, and THE BOARD
OF HARBOR COMMISSIONERS
OF THE CITY OF LONG BEACH,

Defendants.

Ag

3
o
mm
=
==

3

Sh:0lHY 8270 8002

gEd




204

INTRODUCTION

1. Plaintiff American Trucking Associations, Inc. (“ATA”) brings this
suit to declare void and to permanently enjoin the enforcement of two “Concession
Plans,” separately promulgated and approved by the City of Los Angeles and the
City of Long Beach, through their respective Harbor Departments and Boards of
Harbor Commissioners, that would unlawfully re-regulate the fedzzrally-
deregulated trucking industry and, effective October 1, 2008 bar more than one
thousand licensed motor carriers from continuing to enter and service routes in
interstate commerce directly to and from the ports of San Pedro Bay. Defendants
adopted these regulatory plans in clear violation of the Federal Aviation
Administration Authorization Act of 1994 (“the FAAA Act,” Public Law 103-305,
section 601, codified as 49 U.S.C. § 14501(c)). That Act, to promote uniform
federal regulation of motor carriers such as ATA members, directs that “a political
subdivision of a state ... may not enact or enforce a law, regulation, or other
provision having the force and effect of law related to a price, route, or service of
any motor carrier” of property. Because Congress prohibited municipalities and
ports from asserting such regulatory powers over motor carrier routes and services
in interstate commerce, the Defendants” Concession Plans are preempted by the
FAAA Act under the Supremacy Clause of the United States Constitution and
cannot stand. This Court has jurisdiction to hear this Complaint under 28 U.S.C. §
1331 (federal question) and 28 U.8.C § 2201 (declaratory judgments).

2. The Concession Plans further violate the right and ability of Plaintiff’s
members to be free of unreasonable burdens on interstate commerce. The
Concession Plans would impose invasive regulatory requirements upon virtually
all aspects of the business of a federal motor carrier, including truck maintenance,
on-street and off-street parking, employee wages, employee benefits, hiring
practices, truck signage, recordkeeping, auditing, frequency of service to the Ports,

and even upon sale or transfer of the motor carrier’s business. All such impositions
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are deemed unreasonable burdens on interstate commerce under both the
Commerce Clause of the U.S. Constitution and 49 U.S.C. § 14504a.

3. Perhaps the clearest demonstration of the unlawful and onerous
burdens the Concession Plans wreak upon interstate commerce is that the two
Defendant cities operate a single contiguous port complex, but have adopted
different regulatory schemes. The Port of Los Angeles prohibits motor carriers’
use of more than 10,000 independent owner-operators of trucks on their side of the
city line that bisects the San Pedro Bay port complex, while the Port of Long
Beach permits such subcontracting on its side of the line — a text-book case of the
need for federal preemption to prevent a patchwork of service-determining laws,
rules, and regulations from disrupting the motor carriage of property in interstate
commerce.

4. Although unconstitutional state or municipal interference with
exclusive federal powers over interstate commerce cannot be upheld on any
grounds, the Defendants cannot justify forcing trucking companies and thousands
of independent owner-operator truck drivers to fundamentally change their
business models or stop servicing the Ports altogether under the halo of a “Clean
Trucks” plan. ATA would favor a plan #ruly dedicated to funding replacement of
older trucks with new lower-emission trucks, and ATA does nof challenge the
Ports’ truck engine-retirement programs. However, the Defendants have adopted
Concession Plans laden with extraneous, burdensome regulations regarding wages,
benefits, truck ownership, preferences for certain types of trucks, and frequency of
service to the Ports, which have no material environmental impact (and are
preempted under federal law). Indeed, both Concession Plans would prevent every
non-concessionaire truck from entering the Port regardless if it were a brand new
diesel or natural gas-powered truck that exceeded the clean air standards of the
California Air Resources Board (“CARB™). The Los Angeles plan further would

deny independent owner-operators funding necessary to acquire replacement
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trucks that comply with the CARB clean air standards — funds that, according to
CARB Guidelines, were to be awarded on a nondiscriminatory basis also to
independent owner-operators.

5. Plaintiff American Trucking Associations and its Intermodal Motor
Carriers Conference includes among its members trucking companies that
currently serve the ports of San Pedro Bay and rely extensively on the ability to
retain the services of independent owner-operators for a substantial portion of their
motor carriage service capacity. Unless enjoined by this Court, the Concession
Plans unconstitutionally will interfere with and work irreparable harm to the right
of these ATA members to service the ports of San Pedro Bay and all routes to and
from the ports.

6. Wherefore, pursuant to Federal Rules of Civil Procedure 7 and 8§,
Plaintiff American Trucking Associations states for its Complaint the factual
allegations set forth below, and requests the Court to enter an Order granting:

(a) A declaratory judgment that the Defendants’ Concession Plans are
preempted by the FAAA Act;

(b) A permanent injunction prohibiting the Defendants from
enforcing any Concession Plan or other requirement that has the effect of
regulating the prices, routes, or services of motor carriers serving the Ports
of San Pedro Bay, including but not limited to conditioning the entry into the
Ports upon the signing of a Concession Agreement or other contract that
regulates prices, routes, or services;

(c) A declaratory judgment that the Los Angeles Defendants’
Concession Plan, which precludes independent owner-operators of licensed
motor carriers from entry into the Ports and conditions the award of financial
assistance under Defendants’ “clean trucks” program on the recipient being

a holder of a Concession Agreement, is preempted by the FAAA Act ; and
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(d) A permanent injunction prohibiting the Defendants from
enforcing any Concession Plan or other requirement that has the effect of
precluding licensed motor carriers, including independent owner-operators
and those who subcontract with independent owner-operators, from entry
into the Ports.

PARTIES TO THIS ACTION

7. Plaintiff American Trucking Associations, Inc. (“ATA”) is the non-
profit national trade association for the trucking industry established under the laws
of the District of Columbia as a federation of affiliated state trucking associations,
conferences and organizations that includes more than 37,000 motor carrier
members representing every type and class of motor carrier in the country. Its
principal place of business is 950 North Glebe Road, Arlington, Virginia, 22203.
Intermodal Motor Carriers Conference (“IMCC”) is an affiliated conference of the
ATA. The IMCC provides educational and training services to the intermodal
(land-sea) motor carrier members of the ATA, as well as representing the interests
of these members in a broad range of federal, state, local and industry policy
forums. Several IMCC members are motor carriers under federal and California
law that provide drayage trucking services to and from the Ports of Los Angeles
and Long Beach and would be directly and adversely affected by the actions of
Defendants as set out in this Complaint. The relief sought by this Complaint is
intended to advance the interests of the members of the IMCC, and the filing of
this Complaint has been authorized by the appropriate governing bodies of the
IMCC and the American Trucking Associations. Plaintiff ATA thus has
“associational standing” to pursue this Complaint on behalf of its members.

8. Defendant City of Los Angeles is a municipality established under
Article XI of the Constitution of the State of California and is a political
subdivision of that state. Defendant Harbor Department of the City of Los Angeles

is vested with responsibility to administer the “Harbor District” of the Port of Los
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Angeles. Defendant Board of Harbor Commissioners controls the assets and
facilities of the Harbor Department and promulgates rules and regulations
governing the maintenance, operation and use of the Harbor District. Collectively,
these defendants are referred to in this Complaint as the “Los Angeles
Defendants.”

9. Defendant City of Long Beach is a municipality established under
Article XI of the Constitution of the State of California and is a political
subdivision of that state. Defendant Long Beach Harbor Department is vested with
responsibility 1o administer the “Harbor District” of the Port of Long Beach.
Defendant Long Beach Board of Harbor Commissioners controls the assets and
facilities of the Harbor Department and promulgates rules and regulations
governing the maintenance, operation and use of the Harbor District. Collectively,
these defendants are referred to in this Complaint as the “Long Beach Defendants.”

JURISDICTION AND VENUE

10.  This action arises under the Constitution and Laws of the United
States, including the Supremacy Clause of the Constitution, Article VI, clause 2;
the Commerce Clause of the Constitution, Article I, Section 8, Clause 3; the
Federal Aviation Administration Amendments Act of 1994 as re-enacted by the
Interstate Commerce Commission Termination Act of 1995, Public Law 104-88 ,
as amended, (49 U.S.C. §§ 14501(c), 14504a(c), 14506); 42 U.S.C. § 1983; and
the All Writs Act, 28 U.S.C. § 1651. Accordingly, this Court has jurisdiction under
28 U.S.C. § 1331 (federal question) and 28 U.S.C § 2201 (declaratory judgments).
This proceeding for declaratory and injunctive relief presents an actual case and
controversy within the Court’s jurisdiction.

11. Venue is proper in this district pursuant to 28 U.S.C. § 1391(b). The
claims asserted in this Complaint are based on conduct occurring in this district
and each of the Defendants maintains its offices and performs its duties within this

district.
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FACTUAL BACKGROUND
Plaintiff American Trucking Associations states the following facts,
as to itself, upon personal knowledge and, as to others, upon information and
belief:

12. The port area of San Pedro Bay, including Terminal Island,
geographically comprises a single contiguous port area bisected by the Los
Angeles-Long Beach city boundary. The Port of Los Angeles comprises that
portion of the port arca of San Pedro Bay within the boundaries of the City of Los
Angeles; and Port of Long Beach comprises that portion of the port area of San
Pedro Bay within the boundaries of the City of Long Beach. The Ports of Los
Angeles and Long Beach are located in Los Angeles County. The respective
Harbor Boards of the Ports of Los Angeles and Long Beach (collectively, “the
Boards™) may collaborate on matters of common concern.

13.  The Port of Los Angeles is the most active container port in the
United States and, collectively with the Port of Long Beach, comprises the fifth
most active container port complex in the world. Together the Ports handle more
than 40% of all full international container traffic in the United States.

14.  Cargo containers transiting the Ports remain in the continuous flow of
the interstate and international commerce of the United States. Cargo containers
unjoaded from a container ship are loaded onto truck trailers, then “drayed” by
motor carriers from the Port directly to customers, to off-dock terminals, or to
railheads where containers may be changed onto different trucks or may be
resorted if not all destined for a single customer, The process occurs in reverse in
case of exports. These movements may occur under contract with end users, or
under contract with ocean carriers in which the motor carrier serves as the other
carriers’ agent or subcontractor for the delivery, receipt, or in-transit transfer of

cargo containers.
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15. Because cargo containers remain in the continuous flow of the
interstate and foreign commerce of the United States, the drayage of cargo
containers to and from the Port constitutes “interstate commerce” under the
Constitution and laws of the United States. For this reason, among others, motor
carriers serving the Port, including the members of Plaintiff ATA and its IMCC,
often are registered motor carriers under the federal Motor Carrier Act, 49 U.S.C.
chapter 139, as well as holders of Motor Carrier of Property Permits under the laws
of the state of California.

The Role Of Independent Owner Operators in Serving the Ports

16. Licensed motor carriers historically have operated under various
business models. Motor carriers may provide port drayage services by using
employees of the motor carrier, or by contracting with other operators who are paid
per trip, or by combining employee drivers and contract operators.

17.  One type of contract operator is the “independent owner-operator.”
Under California Vehicle Code, section 34624, independent owner operators
(*I00s”) are eligible for their own permits as motor carriers of property and are
defined as operators with valid commercial drivers licenses who own no more than
one tractor and three trailers. Approximately 1,300 motor carriers provide drayage
services to the Ports, using the services of approximately 17,000 owner operators.
ATA members include in its Intermodal Motor Carriers Conference motor carriers
that rely primarily or almost exclusively upon the use of subcontractor I00s to
service the Ports of Los Angeles and Long Beach. ‘

18. At present, any motor carrier may provide drayage services moving
cargo containers to and from the Ports of San Pedro Bay, including through the use
of independent owner-operators as subcontractors.

Defendants’ Unlawful Concession Plans
19.  On March 20, 2008, the Los Angeles Harbor Board adopted an Order

requiring that only drayage trucks operated under the authority of a motor carrier
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holding a Concession Agreement with the City of Los Angeles be permitted to
enter the Port:

Beginning October 1, 2008, at 8:00 am, no Terminal Operator shall permit

access into any Terminal in the Port of Los Angeles to any Drayage truck

unless such Drayage Truck is registered under a Concession from the Port of

Los Angeles....

In approving these requirements, the Board reserved the right to amend Concession
requirements at any time, and stated that neither its ordinance nor the grant of a
Concession created any property interest in a Concessionaire.

20.  On July 18, 2008, Defendant Los Angeles Harbor Board released in
final form a Concession Plan (Exhibit A to this Complaint) including an agreement
that must be signed by any motor carrier wishing to serve the Port. To be eligible
to sign a Concession agreement, a motor carrier must submit an Application that,
among other elements, requires an applicant to demonstrate, to the satisfaction of
the Port’s Executive Director, its financial capability to fulfill its obligations under
the Concession Agreement, including a three-year business history, “information
pertaining to the company, its principals, and the management and administrative
staff,” as well as financial data. Applications should be filed by September 1,
2008. The Agreement requires concession holders serving the Ports to use only
employee drivers (after a transition period beginning in 2009) and to comply with
numerous operational, financial, and employee hiring rules, as well as compliance
with various audit and financial responsibility requirements. These include
preparation, maintenance, and/or submission for review by the Ports and their
agents of:

a.  Maintenance plans and schedules for each truck that may enter the

Ports;
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Plans requiring off-street parking for each truck that may enter the
Ports;

Financial qualifications of each concessionaire;

Financial and operational records to determine whether the
Concessionaire and each truck that may enter the Ports remain in
compliance with all concession requirements;

Inspections and audits of a Concessionaire’s property, equipment, and
offices;

Requests to transfer a Concession to a new owner (which may be
subject to a reissuance of the Concession under such terms and
conditions as may be in effect at that time); and,

Placards on each truck that identify the concession holder.

Each Concessionaire also must submit to comprehensive default, enforcement, and

remedy provisions imposed by the Ports, including termination of the Concession.

2L

Under the Los Angeles Concession Plan Agreement, a concessionaire

must comply with additional wage, employment, development, and employee

benefits requirements applicable to vendors to the City. These include obligations

to:

Permit access to and, upon request, provide certified copies of all of
its records pertaining to its benefits policies and its employment
policies and practices to the city, for the purpose of investigation or to
ascertain compliance with the Equal Benefits Ordinance;

Comply with all lawfully served Wage and Earning Assignment
Orders and Notices of Assignments and certify that the principal
owner(s) are personally in compliance;

Ensure that all subcontractors similarly comply with all lawfully

served Wage and Farning Assignment Orders and Notices of

10
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Assignments and certify that the principal owner(s) are personally in

compliance;

Perform outreach to and utilize certified small businesses, sign

affidavits prior to the hiring of subcontractors, and register itself and

any subcontractors with the city’s e-DiversityXchange database;

Certify that they are not aware of any financial or economic interest of

any public officer or employee of the city relating to this agreement;

Comply with the city’s health care spending mandates and wage

requirements; and,

Comply with all affirmative hiring provisions of the city’s

administrative code, including those that requiring the motor carrier

to:

i. Permit access to and require provision of certified copies of all of
its records pertaining to employment and to its employhent
practices by the awarding authority or the Office of Contract
Compliance, for the purpose of investigation to ascertain
compliance with the affirmative action program provisions;

ii. Ensure that all subcontractors similarly comply with all such
obligations, and be subject to penalties including termination of the
motor carrier’s contract with the City for failure of any

subcontractor to meet these obligations;

ili. Submit an affirmative action plan which shall meet the
requirements of this chapter at the time it submits its bid or
proposal or at the time it registers to do business with the City. The
plan shall be subject to approval by the Office of Contract
Compliance prior to award of the contract. The awarding authority
may also require motor carriers and suppliers to take part in a pre-

registration, pre-bid, pre-proposal, or pre-award conference in
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order to develop, improve or implement a qualifying affirmative
action plan;

iv.  Certify on an electronic or hard copy form, to be supplied, that
the confractor has not discriminated in the performance of City
contracts against any employee or applicant for employment;

v. State, in all solicitations or advertisements for employees placed by

or on behalf of the contractor, that all qualified applicants will

receive consideration for employment; and,

o

vi. Agree that the failure to comply with the affirmative action
program provisions of City contracts may result in the motor
carrier’s Concession Agreement being cancelled, terminated or
suspended, in whole or in part, by the awarding authority, and all
monies due or to become due may be forwarded to and retained by
the City of Los Angeles. In addition, such breach may be the basis
for disqualifying the motor carrier from being awarded a contract
with the City of Los Angeles (apparently including another
Concession Agreement) for a period of two years.

Thus, Defendant Harbor Board unlawfully imposed additional regulatory

conditions upon licensed motor carriers that meet all applicable federal and state

requirements and by law are entitled to service the Ports in interstate commerce.

22.  On February 19, 2008, the Defendant Long Beach Harbor Board
approved a plan requiring that only drayage trucks operated under the authority of
a motor carrier holding a Concession Agreement with the City of Long Beach
would be permitted to enter the Port beginning on October 1, 2008.

23, OnJuly 18, 2008, Defendant Long Beach Harbor Department released
the specific Concession Plan Agreement (Exhibit B to this Complaint) that must be
signed by any motor carrier wishing to serve the Port. To be eligible to sign a

Concession Agreement, a motor carrier must submit an Application that differs
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from Los Angeles in that Long Beach requires that only motor carriers obtaining
operating authority after June 1, 2008, need demonstrate their financial viability.
The Long Beach Applications also should be filed by September 1, 2008. The
Concession Agreement also is substantially similar to that adopted by Los Angeles,
except that the Agreement: (a) permits Concessionaires to use independent owner-
operators as subcontractors; and (b) allows the required parking plan for each
drayage truck to include provisions for parking at any legal parking space, not just
an off-street space. Because the agreement required by the Long Beach Concession
Plan also is treated as a procurement contract with Defendant City of Long Beach,
a Concessionaire must comply with additional requirements applicable to vendors
to the City. Thus, Defendant Harbor Board unlawfully imposed additional
regulatory conditions upon licensed motor carriers that meet all applicable federal
and state requirements and by law are entitled to service the Ports in interstate
commerce.
The Prohibition Against Use of Independent Owner-Operators in the Los

Angeles Concession Plan, and Its Impact on Service to the Port of Long Beach

24, The language of the Ports’ respective Concession Plans diverge in one
primary respect. The Los Angeles Concession Plan adopts an express mechanism
that prohibits use of independent owner-operators and requires use only of
employee-drivers (after a phase-in). The Long Beach Concession Plan, on its face,
permits a concession holder to use employee-drivers or independent owner-
operators as subcontractors.

25.  In reality, however, permission for an independent owner-operator to
service the Port of Long Beach is meaningless when shackled by a prohibition
against serving the Port of Los Angeles. It generally is commercially impractical, if
not infeasible, for a motor carrier to provide drayage services only on the Port of
Long Beach and not also to the Port of Los Angeles. For example, agreements

among shippers may route cargo initially destined for the Port of Long Beach to
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the Port of Los Angeles, and may require emptied containers from cargo initially
drayed from the Port of Long Beach to be returned to a terminal on the Port of Los
Angeles. Further, under “Vessel Sharing Agreements” entered into among ocean
common carriers, a contract for the trans-Pacific movement of cargo containers
between a shipper and an ocean carrier with a terminal facilities at one San Pedro
Port may actually be fulfilled by moving the container on the ship of another ocean
carrier that docks at the other Port. As a result, a Concession Plan that prohibits
subcontracting independent owner-operators to provide drayage services at the Port
of Los Angeles also precludes any practical ability of motor carriers relying on the
services of independent owner operators to serve the Port of Long Beach, and,
therefore, to enter into short or lopg term drayage contracts with shipping
companies, ocean carriers, Or cargo Owners,

“Clean Truck” Programs Of The State Of California And Of The Defendants

26. On December 7, 2007, The California Air Resources Board

(*CARB"™) adopted rules expressly directed at limiting emissions from heavy duty
diesel trucks providing drayage services at California’s ports (including the Port of
Los Angeles) and intermodal rail yards. The CARB regulations imposed limits on
drayage diesel trucks in two phases:

a. By December 31, 2009, all drayage trucks must be equipped with
either: (i) a 1994-2003 model year engine with specified emissions-
reduction equipment; (ii) a 2004 model year engine meeting federal or
California standards; or (iii) a 1994 or newer model year engine that
meets or exceeds 2007 emissions standards; and

b. By December 31, 2013, all drayage trucks must be equipped with a
1994 or newer model year engine that meets or exceeds 2007

emissions standards.
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27.  On November 6, 2006, the voters of California approved a bond-
funding program known as Proposition 1B that, among other things, authorized $1
billion in bonds to reduce emissions associated with the movement of freight along
California’s trade corridors, and the legislature adopted necessary funding
authority.

28.  On November 20, 2006, the Los Angeles Board of Harbor
Commissioners and the Long Beach Board of Harbor Commissioners jointly
approved the San Pedro Bay Ports Clean Air Action Plan (“CAAP”). One of
CAAP’s stated goals was to eliminate older trucks from-the San Pedro Bay
terminals within 5 years.

29. In September 2007, the Harbor Boards of both Ports adopted “Clean
Truck” standards as amendments to their respective harbor tariffs that would:

a Ban pre-1989 trucks from Port service by 10/1/2008

b.  Ban 1989-1993 trucks from Port service by 1/1/2010
Ban unretrofitted 1994-2003 trucks from Port service by 1/1/2010

©

d.  Ban trucks not meeting 2007 emissions standards from Port service by
1/1/2012.

30. On February 28, 2008, CARB approved Guidelines for the awarding
of Proposition 1B funds used to retrofit or replace drayage diesels in advance of
the deadlines established by the CARB drayage diesel regulations. The Guidelines
specifically contemplate these CARB funds would be made available to
independent-owner operators, and requires that independent owner-operators
receiving funds must purchase replacement trucks to be operational at least two (2)
years prior to the ordinary regulatory requirement. Thus, for example, if a drayage
diesel needs funding assistance to meet the Phase I December 31, 2013
requirement of 2007 standard trucks, funding assistance for replacement would be
available only if the compliant truck is put in service by December 31, 2011 for

independent owner-operators.
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31.  On April 4, 2008, the Ports jointly submitted a proposal to CARB to
award $211 million in Proposition 1B funds to replace older drayage diesel trucks
with ones that would be in compliance with regulations adopted by CARB and the
Ports (the “Joint Application”). The Joint Application emphasized that their
administration of the grant funds would not restrict funding availability to a
preferred individual, company, business entity, or other group of equipment
owners, and that it would involve outreach to, and participation of, independent
OWner-operators.

32.  Indisregard of its explicit commitments to CARB to fund independent
owner-operators, the Joint Application indirectly sought to reserve authority to
refuse funding to any motor carriers that did not enter into a Concession
Agreement with the Ports. Thus, although the Ports professed compliance with
CARB Guidelines requiring that Proposition 1B funds be available to replace
independent owner-operator trucks, the Port of Los Angeles in fact intended to
deny support to independent owner operators themselves and to the many motor
carriers that rely on the services of independent-owner operators as contractors.

33.  On May 22, 2008, CARB approved the Ports’ funding request in the
reduced amount of $98 million.

The Federal Aviation Administration Authorization Act and Its Preemption
Of State And Local Trucking Regulation

34. The Federal Aviation Administration Authorization Act of 1994,
section 601(c), codified at 49 U.S.C. § 14501(c), states:

{A] State, political subdivision of a State, or political authority of 2 or more

States may not enact or enforce a law, regulation, or other provision having

the force and effect of law related to a price, route, or service of any motor

carrier ... with respect to the transportation of property.
The statute was based on Congressional Findings that:

(1) the regulation of intrastate transportation of property by the States has-
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(A) imposed an unreasonable burden on interstate commerce;
(B) impeded the free flow of trade, traffic, and transportation of
interstate commerce; and
(C) placed an unreasonable cost on the American consumers...
Public Law 103-305, section 601(a).

35. 49 U.S.C. § 14506(a), as added by Public Law 109-59, states:

No State, political subdivision of a State, interstate agency, or other political

agency of two or more States may enact or enforce any law, rule, regulation

standard, or other provision having the force and effect of law that requires a

motor carrier ... to display any form of identification on or in a commercial

motor vehicle ... other than forms of identification required by the Secretary
of Transportation. ...

36. As political subdivisions of the state of California and their
proprietary departments, the Defendants are subject to the FAAA Act preemption.

COUNTI
PREEMPTION OF DEFENDANTS’ CONCESSION PLANS UNDER THE
SUPREMACY CLAUSE AND THE FAAA ACT

37.  Plaintiff incorporates by reference paragraphs 1 through 36 as fhough
set forth fully herein.

38. The Concession Plans adopted by the Defendants impose restrictions
on the routes and services of motor carriers providing the intermodal transportation
of property in interstate commerce. Specifically, the Concession Plans condition
entry onto the Ports of San Pedro Bay and, therefore, the ability to serve routes to
and from the Ports, upon acceptance by motor carriers of terms that affect the
methods by which motor carriers may provide service to the Ports, These terms,
set forth in Exhibits A and B to this Complaint, include regulation of wages and
benefits offered by motor carriers to their employees or subcontractor independent

owner-operators, the frequency with which motor carriers serve the Ports, licensing
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and signage that must be displayed by a motor carrier serving the Ports, and even
the ability of motor carriers to use on-street parking,

39. Moreover, the Port of Los Angeles has adopted an onerous
Concession Plan requirement requiring compliance with different regulatory terms
than those imposed by the Port of Long Beach Concession Plan. Consequently, a
motor carrier that obtains a concession from Long Beach but not from Los Angeles
can only serve drayage customers whose containers arrive on ships that dock on
the Long Beach side of the Los Angeles-Long Beach city line.

40.  The requirement to sign a Concession Agreement, and the specific
additional conditions imposed by each Concession Plan, constitute regulation of
the routes and services of a motor carrier,

41. 49 US.C. § 14501(c), prohibits the Defendants from enacting or
enforcing any law, regulation, or other provision having the force and effect of law
related to a route or service of any motor carrier with respect to the transportation
of property.

42. 49 US.C. § 14506(a), prohibits the Defendants from enacting or
enforcing any law, regulation, or other provision that requires a motor carrier to
display any form of identification on or in a commercial motor vehicle, other than
forms of identification required by the Secretary of Transportation,

43, Article VI, clause 2 of the U.S. Constitution (the “Supremacy
Clause™) provides: “This Constitution, and the Laws of the United States which
shall be made in Pursuance thereof ...shall be the supreme Law of the Land; and
the Judges in every State shall be bound thereby, any Thing in the Constitution or
Laws of any State to the Contrary notwithstanding.”

44. Defendants’ use of contractual Concession Plans to regulate access to
the Port of Los Angeles by motor carriers engaged in port drayage, violates the
FAAA Act.

45.  The Concession Plans are preempted under the Supremacy Clause.
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46.  Plaintiff’s members will incur irreparable harm from this
constitutional violation.

47. Plaintiff is entitled to a declaratory judgment and a permanent
injunction prohibiting the Defendants from conditioning the intermodal
transportation by motor carriers of cargo containers in interstate and foreign
commerce on compliance with their respective Concession Plans or on the signing
of a Concession Agreement or similar contract.

COUNTII
PREEMPTION OF THE LOS ANGELES DEFENDANTS’ CONCESSION
PLAN UNDER THE SUPREMACY CLAUSE AND THE FAAA ACT

48.  Plaintiff incorporates by reference paragraphs 1 through 47 as though
set forth fully herein.

49. By prohibiting motor carriers providing drayage services from using
subcontractors to provide those services, the Los Angeles Defendants are
regulating fundamental elements of Plaintiff’s members’ drayage services,

50. By preventing independent owner-operators—who are licensed motor
carriers of property under California law—ifrom serving as subcontractors to motor
carriers providing drayage services in interstate commerce, the Los Angeles
Defendants directly are regulating the routes those motor carriers may service as
well as the services those motor carriers may provide.

51.  The regulation of routes and services by the Los Angeles Defendants
is prohibited by the FAAA Act, 49 U.S.C. § 14501(c).

52. The Supremacy Clause preempts the Los Angeles Defendants’
Concession Plan restrictions on the use of subcontractors by motor carriers
providing drayage services at the Port of Los Angeles.

53.  The Concession Agreement adopted by the Los Angeles Defendants is
preempted by the FAAA Act and the Supremacy Clause, and is therefore void and

unenforceable.
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54. Plaintiff’'s members will incur irreparable harm  from  this

constitutional violation.
COUNT I
UNDUE BURDEN AND DISCRIMINATION AGAINST RIGHT OF

PLAINTIFF’S MEMBER MOTOR CARRIERS TO ENGAGE IN

INTERSTATE COMMERCE (VIOLATION OF 42 U.S.C. § 1983)

55.  Plaintiff incorporates by reference paragraphs 1 through 54 as though
set forth fully herein.

56. 42 U.S.C. § 1983 protects the right, established by the Commerce
Clause of the Constitution, Article 1, Section 8, Clause 3, to engage in interstate
commerce free of undue burdens and discriminations by state governments and
their political subdivisions.

57. 49 U.S.C. § 14504a(c) further provides:

{Ilt shall be considered an unreasonable burden upon interstate
commerce for any State or any political subdivision of a State, or any
political authority of two or more States——

to enact, impose, or enforce any requirement or standards with
respect to, or levy any fee or charge on, any motor carrier or motor
private carrier providing transportation or service subject to
jurisdiction under subchapter I of chapter 135 (in this section referred
to as an ‘interstate motor carrier’) ... in connection with--

(D) the annual renewal of the intrastate authority, or the insurance

filings, of the motor carrier or motor private carrier, or other intrastate

filing requirement necessary to operate within the State if the motor
carrier ... is—

(i) registered under section 13902 or section 13905(b); and
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(ii) in compliance with the laws and regulations of the State
authorizing the carrier to operate in the State in accordance with
section 14501(c)(2)(A) ...

58. The Concession Plans establish requirements that unlawfully
condition the right of motor carriers registered under the laws of the United States
and the State of California to engage in the movement of cargo containers in
interstate commerce.

59. The Concession Plans deprive Plaintiff’s members of the right to
engage in interstate commerce free of unreasonable burdens, as protected by the
Commerce Clause, including unreasonably burdening the ability of Plaintiff’s
members who engage in the movement of cargo containers in interstate commerce
at one of the San Pedro Bay Ports from engaging in the interstate movement of
cargo containers at the other Port.

60. The Concession Plans have the purpose and effect of discriminating
against and unreasonably burdening Plaintiffs’ members and other incumbent
motor carriers, and denying them their right to service the Ports of San Pedro Bay
using independent owner-operators.

61. By adopting the Concession Plans, the Defendants have deprived
Plaintiff’s members of the right to engage in interstate commerce free of
unreasonable burdens and discrimination, as protected by the Commerce Clause.

62. The Los Angeles Defendants have acted, and continue to act, in
concert and conspiracy with the Long Beach Defendants to carry out this unlawful
scheme.

63. Defendants have engaged in this conduct and have adopted their
Concession Plans under color of state law,

64. Defendants’ Concession Plans are unlawful, and are void and
unenforceable pursuant to 42 U.S.C. § 1983 and the Commerce Clause of the

Constitution as unreasonable burdens on interstate commerce.
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65. Defendants’ Concession Plans unreasonably discriminate against
incumbent motor carriers providing drayage services to the Port of Los Angeles, in
violation of the Commerce Clause of the Constitution,

66. Plaintiff's members will incur irreparable harm from this
constitutional violation.

PRAYER FOR RELIEF

WHEREFORE, Plaintiff American Trucking Associations, on behalf of its
Intermodal Motor Carriers Conference and its members, prays that this Honorable
Court find in favor of Plaintiff on its Complaint and grant the following relief:

I A declaratory judgment finding Defendants to be in violation of the
Supremacy Clause of the United States Constitution, on the grounds set forth in
each of Counts I and 1I;

II. A permanent injunction to remedy and prevent Defendants’ violation
of the Supremacy Clause, on the grounds set forth in each of Counts I and II;

OI. A declaratory judgment finding the Defendants’ Concession
Agreements void and unenforceable as an unlawful burden upon interstate
commerce under finding to 42 U.S.C. § 1983, on the grounds set forth in Count III;

IV. A permanent injunction against enforcement of those agreements, on
the grounds set forth in Count II1;

V. An award under Count HI of such other relief as may be appropriate,
including attorneys’ fees, authorized by 42 U.S.C. § 1988; and

VI, Such further relief as to which the Court may find Plaintiff to be
entitled.

Respectfully submitted,

Dated: July 28, 2008 SCOPELITIS, GARVIN, LIGHT,
HANSON & FEARY, LLP

By:

Christopher C. McNatt, Jr.
Attorneys for Plaintiff
American Trucking Associations, Inc.
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Mr. Chairman and members of the Committee, thank you for inviting me to submit written testimony on
behalf of the International Longshore and Warehouse Union (ILWU). My name is Joseph Radisich. 1
serve as the ILWU International Vice President and am in charge of the union’s political and legislative
efforts in California. I would like to particularly thank Congresswoman Laura Richardson for her
diligence in fighting for investments in our transportation infrastructure and for representing the interests
of thousands of longshore workers who live in her district.

As you know, the Ports of Los Angeles/Long Beach are by far the largest port complex in the country.
Almost 40 percent of the goods imported in the United States are moved through these ports. There are 8
million direct and indirect jobs related to the movement of goods through the west coast. This port
complex is an economic boon to Southern California and our work here benefits the entire nation.

The needs of the marine transportation system are immense. The prosperity of the nation depends on the
marine transportation system. Therefore, it is essential to have a marine transportation network that
includes ports, railroads, highways, and other facilities and services that move freight to and from our
nation’s harbors.

Studies by the South Coast Air Quality Management District attribute 70 percent of the estimated cancer
burden to exposure to diesel particulate matter. Emissions from ships in the ports make up the largest part
of that pollution. This is an astronomical and tragic statistic. We must address the environmental
problems for the health and welfare of the American people. The pollution problems are not unique to
our ports in Los Angeles and Long Beach. This is a nationwide problem and must be addressed at the
federal level. Infrastructure development and environmental clean up must be integrated into one
common transportation policy.

Our Southern California region faces huge infrastructure, health, and environmental challenges that must
be addressed. The ILWU believes these two great challenges can be met at the same time by growing
green.

As you know, Senator Lowenthal authored a bill that would create a fee of up to $60 per shipping
container processed at the Ports of Los Angeles, Long Beach, and Oakland to fund congestion relief and
air pollution mitigation projects. After much deliberation, the ILWU made the decision to oppose this bill
because we are concerned that an additional fee on containers will drive business out of California. This is
especially important because the Ports of Los Angeles and Long Beach already charge a fee for
environmental mitigation.

It is necessary to find a federal solution modeled on Senator Lowenthal’s approach. The funds collected
should be used for clean air and infrastructure needs in port areas only. In order to keep the environment
clean and continue to grow our industry, funds collected must not mask the deficit, similar to the
diversion of Harbor Maintenance Tax funds. Southern California must be aliotted a proportional share of
the funds collected due to its unique position as an import gateway. Additionally, the Port should continue
to collect the environmental fee until a federal plan is implemented to help alleviate the worst
environmental impacts as quickly as possible.

Furthermore, in order to prevent diversion of cargo to Canada or Mexico, [ would urge you to implement
an equal fee for container cargo arriving through our land borders that originated from a foreign seaport.
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In a white paper written in November, 2003 by the California Intermodal Transportation security
Advisory Council, the funding needs of recommended MTS projects in California is $23.7 billion ($7.2
billion in Northern California and $16.5 billion in Southern California). However, the cost of the needed
projects has almost doubled since this report came out. This, of course, does not include the billions more
needed for all other seaports or distribution systems further inland.

As you work on legislation next year to rebuild our transportation infrastructure, we urge you to look at
seaport areas, particularly Southern California, as an area of national priority. The economic benefits of
our work here affect the entire nation. 1 urge you to focus on providing an efficient, systematic means to
transfer this cargo to the rest of the nation through investment in harbor improvements, navigation
channels, rail, and truck access to the ports.
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Supplemental Testimony Before the

Subcommittee on Coast Guard and Maritime
Transportation
of the House Transportation and Infrastructure
Committee

Port Development and the Environment at the Ports of Los Angeles
and Long Beach, August 4, 2008

Joint Agency Statement of:

¢ Roger Snoble, Chief Executive Officer, Los Angeles County
Metropolitan Transportation Authority (LACMTA)
Arthur T. Leahy, Chief Executive Officer, Orange County
Transportation Authority

+ Anne Mayer, Executive Director, Riverside County
Transportation Commission

¢ Deborah Barmack, Executive Director, San Bernardino
Associated Governments

o Hasan lkhrata, Executive Director, Southern California
Association of Governments

+ Darren Kettle, Executive Director, Ventura County
Transportation Commission

Honorable Chairman and Members of the Subcommittee:

Thank you for the opportunity to allow our agencies to transmit
supplemental testimony before the Subcommittee. We applaud your
interest in allowing additional information to be submitted to the
Subcommittee about the impacts of goods movement in Southern
California.

Our staff attended the hearing and heard the Member's comments and
guestions concerning information available on regional goods movement
priorities, costs of improvements, and federal role. Recognizing the need
for a coordinated approach to this issue, we have jointly funded, and our
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Boards have recently approved, a comprehensive goods movement
analysis looking at the Southern California trade corridor impacts and
benefits. We have attached the Executive Summary of the report for your
consideration.

Challenges of Goods Movement in the Region

The Multi-County Goods Movement Action Plan Report (MCGMAP)
outlines a $50 billion need for an increased federal investment to effectively
and efficiently address the overwhelming goods movement challenges
facing the 21 million Southern Californians who live and work in the
Southern California region represented by our transportation and planning
agencies.

The recently completed MCGMAP report, which our agencies (Caltrans,
LACMTA, Orange County Transportation Authority, Riverside County
Transportation Commission, San Bernardino Associated Governments,
Southern California Association of Governments, Ventura County
Transportation Commission, and San Diego Association of Governments)
jointly prepared, documents a regional solution, establishes priorities with
documentation of need for over $50 billion over the next 25 years to ensure
continued economic growth, enhanced mobility and improved air quality for
your constituents and our entire region.

Collectively, the Southern California trade corridor hosts the nation’s largest
port complex, the busiest intermodal rail hub in the nation and the busiest
border crossing between the United States and Mexico. Clearly the region
serves a vital role as the nation’s premier gateway for trade. These huge
volumes of international goods cross our ports and borders and become
part of the domestic supply chain. International trade brings much needed
jobs and other economic benefits to our region and to the rest of the nation.

But the concentrated movement of goods also brings serious local
challenges.

¢ Estimates of health impacts to the Southern California region cite 1,200
premature deaths per year due to the effects of poliution generated by
the goods movement industry. Equally troubling, health experts have
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estimated that 80% of Californians who are exposed to dangerous levels
of diesel emissions reside in Southern California.

o Modeling for the region forecasts that truck vehicle miles of travel (VMT)
will increase by over 110% by 2030, growing from a level of 22.4 million
VMT in 2000 to 48.4 million VMT by 2030. Some freeways in the region
currently handle up to 40,000 trucks per day, and it is projected that
these freeways may have to handle up to 80,000 trucks per day by
2025. As a result of the growth in passenger and truck traffic, the
highway system’s performance will deteriorate significantly. In fact, by
2030 passenger and freight traffic will experience 5.4 million hours of
delay daily. Furthermore, freight rail volume is projected to increase from
112 trains per day in 2000 to 250 trains per day in 2025 along the BNSF
and Union Pacific mainline rail network. Taken together, this results in a
combined gridlock of our freeway and freight system.

» Over 700,000 jobs in California are supported by trade traffic flowing in
and out of Southern California’s ports. According to the Los Angeles
County Economic Development Corporation, this employment figure will
rise to 1,000,000 jobs by 2030. Continuing regional economic viability is
essential and should not be overlooked in solving the complex national
freight goods movement federal infrastructure investments.

Local Efforts to Date

To support both the need for mitigation and to improve essential goods
movement infrastructure, California has taken independent steps towards
dealing with the freight issues it faces. The Proposition 1B bond issue was
strongly supported by California voters in November 2008. In particular, a
portion of Proposition 1B, the Trade Corridor Improvement Fund (TCIF)
dedicated $2 billion for highway, freight rail, seaport, airport, and border
access infrastructure improvements along corridors that have a high
volume of freight movement. Another $1 billion was allocated to address
air quality and other environmental impacts from goods movement. This
represents a small but significant step towards increased resources
necessary to improve our infrastructure and reduce negative environmental
and congestion impacts to our communities.

Summary
The attached report breaks out critically needed short term, intermediate

and long term improvements necessary to ensure the flow of goods to the
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rest of the nation while mitigating community impacts. The report also
recommends funding strategies necessary to successfully ensure a strong
and reliable goods movement system.

Specifically, we respectfully request that the Subcommittee consider a
more proactive federal role in;

1.

Developing clean air guidelines and international agreements that
regulate vessels (and other stationary sources of diesel emissions)
used for transporting goods to and through U.S. ports.

. Supporting clean lease arrangements made by the ports for reducing

ship emissions.

. ldentifying more aggressive goods movement initiatives that assist

with achieving regional air quality attainment, including the
identification of sources of funding to accelerate environmental
cleanup.

Establishing a federal dedicated goods movement trust fund to assist
with implementation of projects and programs. Towards that end, our
agencies are working collaboratively with other corridors similarly
impacted throughout the nation to provide a predictable and reliable
goods movement federal funding source.

For more detail, this report may be downloaded at:
www.metro.net/projects_studies/mcgmap/action_plan.htm.

Conclusion - As the Subcommittee begins to draft the next transportation
re-authorization bill, our agencies are committed to working with members
of the House Transportation & Infrastructure Committee in providing
additional  information concerning goods movement economic,
employment, health, air pollution, and congestion reduction related issues.

Thank you for the opportunity to submit supplemental testimony.
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Purpoge
the Multi-County Goods Moverment Action Plan (MCGMAP or Action Plan)
reprosents an unprecedented partaership betwesen county, regional, and state
transportation agencies to address 1he goods movement chialienge faced by the
Soythern California counties. of Los Angeles, Orange, Riverside, San. Bernarding,
San-Disge; Venturs, and Imperial (See Figure 1) Collectively, thése counties
comprise the United States’ prémiere international commerce gateway, handling
4 parcent of the Nation's containetized imports.. This preeminence reflects
Southern California’s competitive advantage derived from s unique combination

§-large despwater. por!s, the California/Maxice border crossings, the Waest
Coast's !arges& i ong ui ke Nation's largest densities of
idath nd distribution i ciliti
The region also has ity by aft
arid transcontinertal rail lines to aHl points within the United States

regway

However, the rising tide of goods moving through the region inmiposes multiple

mobility, envi L, and ity-impacis that degrade the region’s quality
of fife and threaten the continued growth of the Southern California freight movement fndustey on which. most of the natmn vefigs, The
MCGMAP idéntitfes actions to be undertaken by the pariner agencies, together with state and § ngies and the pit o
maumam Suuthem Cah‘ornla 4 roJa 52 csn(er fm’ interriational trade, ¢ and ing by planningfor fritght growth wh:!e
and andioval iy impacts; The Amon Plan sets forths way fo structure and
understand the issues and defines actions that shouid betaken toraddrass infrastructure needs, oncerns, and
impacts within the con*ext of that structure. Htincorporates and builds on existing studies and initiatives alréady in progress, and from them
develeps an & 1sive, regionat 3

This Executive Summary provides an overview of the ragion’s goods movement challenges; the MCGMAP vision, principles, plan approach,
and recommended actions. Alse included are the lists 'of goods mavement projects needed to maintain mobility in the face of forécasted
demand, Specific and detailed information is contained. within the togical chapters of the Action Flan. Additional Informatidn s also
provided within the contents of technical appendices and mamoranda (Tech Memos) prepared throughout the course of this sffory, whigh
are avatlable on the project website (hitp//www.metronet/mogmap).
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The Action Plan is the master plan for goods movement in Southarn California and is intended to be used as a guids in preparation of
state, regional, and local transportation plans. The objectives of the MCGMAP are to develop sirategies that: 1) address the goods
movement infrastructure capacity needs of the region; 2) reduce goods movement emissions to help achieve aiv quality goals; and 3}
improve the guality of life and community livability for Southern California residents, The Actien Plan is regional in scope, so that the
Plan's analyses of potential strategies and investments are at a corridor rather than a local or project-specific fevel, While detailed
project-level analyses were not part of this effort, they are navertheless critival and will be conducted as part of subsequent project
development efforts. The MCGMAP is intended to be a living document that will be revised and updated when major changes oceur
and if resources are available,

MCGMAP Partner Agency Roles

Goods movement is a diverse industry with a broad and disparate group of public and private sector stakeholders, sach with its own
rales and responsibifities, The MCGMAP pariners are the transportation and planning agencies that co-manage the development
of the Action Plan: Los Angeles County Metropolitan Transportation Authority, Orange County Transportation Authority, Riverside
County Transportation C: ission, San B ino Associated Governments, San Diego Association of Governments, Southern
California Association of Governmenis, Ventura County Transportation Commission, and Caitrans Districts 7, 8, 1}, and 12. The
MCGMAP partners plan, fund, maintain, operate, construct and implement multi-modal transportation projects and influence the
gouds movement system through the regional planning and programming of funds to transpertation projects,

Dther organizations, such as the Ports of Loz Angeles and Long Beach, have authority to plan and construct fransportation and fazility
impravements within the Ports' jurisdiction, while the South Coast Alr Quality Management District (AQMD) develops and implernents
plans to mprove the region's air quality. Decisions regarding tand use, arterial improvements and the permitting of warchouses and
transtoading centers are made by local municipalities,

Regional, state, and federal agencies have varying regulatory authorities over the frucking and vail industries, but the MCGMAPR
pariners have little ability to regulate the operations, business practices, or pollutant emissions of the private sector goods movement
operators, and no authority to regulats shippers and ocean carriers. As a result, the MCGMAP partners have focused primarily on
goods movement infrastructure white acknowledging the essential roles to be played by the regulatory agencies, the Ports (lean Air
Action Plan (CAAP), and public or private technology inifiatives.

Given their defined roles and responsibilities, the MCGMAP partners cannot fully implement many of the plan's recommended strate-

gies on their own. Therefore, to fully realize the banefits of this plan, continued collaboration and building among the MC~
GMAP partners and other public and private sector stakeholders will be critical.




Simui and Contd imp
= An Overarching Strategy
Thevisionof the Action Plan - acleaner andhealthier snvironment,
alterngtive wobility strategies, and fai i
app - must be | through si and
H § of the envi nt and infrasty re,
Figure 2 depicts the concept and importance of a simultaneous
and continuous approach. Environmantal mitigation, including
significant cleanup of emissions from ships, trains, and trucks,
is critical to reduce the impact of existing and increased freight
fiows and to reach the region's aiv quality attainment fargets.
Expanded marine terminais, and inter-modal, rail, and highway
infrastructure are nesded to accommodate the growing freight
volume, The freight growih that is accommedated through
these actions provides the economic base for public and private
in infrastructure and the i cleanup.
The vision of the MCGMAF is to implement these elements in
paraliel - capacity, investment, and mitigation - each of which is
necessary for the other to succeed.
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Figure 2: MCGMAP Simultaneous
and Continuous Approach
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The project partners d four core and six ion principles to provide the guiding framework for the develop-

ment of the MCGMAP,

CORE MANDATES

ENVIRONMENT: Avoid, Reduce, and Mitigate Environmental, Community, and Health impacts
1 ton of

Environmental and community impacts must receive equal fon in the b

MOBILITY: Promote the Safe and Efficient Movement of All Transporiation Modes and Reduce Congestion

Existing and projected traffic growth will result in the significant deterioration of the region's highway and rail system’s performance ca-
i The region’s transportation system presents significant safety concerns for the public, particularly at-grade crossings and truck

accidents, and increasing truck traffic in neighborhoods,

ECONOMY: Ensure the Economic Well-Being of the Region and the State

Goods movemnent is an important segment of the MCGMAP region and the U.S, trade Goods and the it in-
dustries {e.g., logistics) provide direct and indirect benefits to the region’s economy. Each new logistics job supports two new jobs in the
ecenomy.

FUNDING: Secure the Reglon’s Fair Shars of Public and Private Funds for fnvestment in the Freight Transportation System

Although the region's goods mavement system serves markets within and outside of California, these markets and associated system us-
ers are not paying their fair share to offsel the costs of regional freight congestion and related health impacts, While stilt advocating for
dedicated federal and state funding sources, user-based public-private funding arrangements must be a major component of the financing
for critical projects.
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IMPLEMENTATION PRINCIPLES

The MCGMAR builds upon the principtes set forth in the Statéwite Goods Movement Action Plan Uanuary 2007). The foflowing represent
implementation principles specific to MCGMAPR:

1. Guideline: The Action Plan is the master plan for goods movement in Southern California and is intended to be used a3 guidaics in the
preparation of state, regional, and local transportation plans. The Action Plan can also be a tool for local jurisdictions to make informed land
use decisions,

a4

2. in goods in will be & on a i and i basis with invest-

ments in

3, Cost Distribution: A fair share of the cost of the impacts of gonds movement on iransportation infrastructure, environment, and corme
munities must be borne by those benefiting from it,

4.

N The need for instituth i for fingncing or implementing projects, will be defined as such needs ars clearly
identified,

&, Public Benafit: Projects supported by public/private parinerships and private projects supported by public funding should demonstrate
a clear public benefit,

6. Land Use Compatibility: Partner agencies shall encourage land use decisions that will result in buffers - both open and developed ~ that

separate goods infy 1 e and sensitive receptors such as res ial areas, schools, and hospitals,
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CHALLENGES FOR THE NATIONAL TRADE SATEWAY
Figure 3! Major Gonlainer Port Gateways

Mator Container Port Gateway {2008)

indications polnt to 5 future demand in internationst fralg
flows that will excesd even the most aggressive efforts by the
porls, raliroads, and transporiation agencies to scoommoe
date . Container volumas threugh the San Pedro Bay ports
are protected o nearly tripte from 15,7 milfien TEUs (twenty
fout vatent units) in 2006 to 42, an TEUS by 2030
These forecast constrained by anth ted port capac-
ity at a jev cantly below the TEV deraand projected
for the ports in federally sponsored analyses. A large portion
of thig trade is 5 v “Through-trathic,” degrading guads
ity and impaciing the regh 1
fimited econbmic benefil to the region, Appro
of the centainer-based goads handd
ports are consumed outsid
Only 23% are consumed within the reg
through the Ports of Los Angeles and Lo
156

-
LA/LE

Annunl Mo, of Gomsloers (1,008 TEUs)

lesion

Dakiand

Tha

Tecate, and Calexic

yray/ M
My

srth of goods in both dires
wited States and Me;
i County, the Calexice Fast/Calexivo i} POE processed $11.3 biffion in goods and 619,000 trucks in 2006,
tay within the state,

Figure 4: Total Value of Containerized Trade Moving
through the Forts of Los Angeles and Long Beach, 2008
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The region is faced with multiple mobHity, enviranmental, community impact, funding, and economic challenges:

Mobility Challenge - Tha study area’s ports, airports, rail lines and inter-modal terminals have existing capacity constraints that undermine
tha effiviency and productivity of the system as a whele. Furthermore, the existing roadway and rail networks are reaching capacity. As

a result, the system today is ible to disruptions to the of goeds, causing delays that reduce the guality of services amd
increask costs to The mobility ct is further exacarbated by the fact that the roadways, and rail networks that accom-
modate the movement of goods are oftan the sama as those utilized by ists and for the of people.

Modeling for the SCAG region (defined as Los Angeles, Orange, San Bernarding, Venturs, Riverside, and knperial Counties) fovecasts that
truck vehicla miles of travel (VMT) will increase by over 110% by 2030, growing from a fevel of 22.4 million YMT in 2000 t¢ 48.4 million
VMT by 2030, Some freeways In the region currently handie up to 40,000 trucks per day, and it is projected that these freeways may have
to handia up to 80,000 trucks per day by 2025, As a result of the growth in passenger and truck traffic, the highway systems performance
will deteriorate significantly. In fact, average speeds will drop from 35,9 mph in 2005 to 319 mph In 2030, resulting an average of 5.4 million
hours of delay daily for all traffic. Furtharmore, freight rail vilume is projected to Increase from TI2 trdins per day in 2000 to 250 trains per
day in 2025 along the BNSF and Union Pacific maintine rall network. The current and future mobility challenges for the region are daunting
and requirs immadiate action as walf as proactive steps to address futurs needs.

and i « The gouvds system directly affects quality of fife. This includes traffic congestion,
truck intrusion inte neighborhonds, safety, land use incompatibility, poor air quality and related health impacts, restricted mobility and
dalay at vail crossings, noise and vibration impacts, and visual impacts,

The dimensions of these impacts are staggering when viewed within the contaxt of Southern California’s designation as a non-attainment
reglon for air guality. The use of bunker and diesel fuels, predominantly for the transport of frelght by vcaan going vessels, is a large cony
tributor to the deterioration of the region’s air guality. Furtlisrmore, new health studies are drawing ver stronger conclusions about the
association of air polhution with public health affects such as asthma, reduced lung function, and cancer risk that target the mast vulnerable
in the port communities and around other logistics centars - children. Implicatiens of these findings are reflected in the estimatad public
heaith impacts summarized by California Air Resource Board (CARBY in Table 1,

Solving the chalienge of moving freight is greatly complicated by the knowledge that failure to convert large proportiohs of the rallroad en+
gines and truck fleet to low-emitting or zere-amitting engines in the near futurs will result in'missing the regional emission i targels
needed by 2014 to meet the federal annual PM 2.5 standard, and by 2019 fo meet the federal 24-hour P 2.5 standard. Fallure to mestthe .
budget for the State implementation Plan Yor alr quality could rasult in a cessation of the flow of federal funds for highway projects.” Thus,
mobility and envi are heavily intertwin

ki frooy Broieht Teanvnort il alifbenin
- St
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Funding €8 The goods system is signifi underfunded.
Projects and programs identifiad in this Action Plan show funding needs on the
order of $50 billion over the next 25 years. Despite accommodating most of the
nation's international trade volumes, Southern California has received a dispro-
portionately low share of federal and state funding for goods movement. More-
aver, the private sector’s role in funding regional and nationally significant goods
movement projects to date has been limited,

Economic Chalfenges - Despite its impacts, international trade provides significant
benefits to the region. The logistics industry provides both direct angd indirect
benefits to the regions economy, Economic studies show that fogistics activity
is responsible for $30.7 billion, or £.6%, of the nearly $1.4 trillion in economic
activity annuafly in Southern California. The indirect or induced impact repre-
sents another $170 billion or 12.4%. Each logistics job supports 2.2 new jobs in
the economy. This contribution te the economy is signiticant and is important to
achieving the MCGMAF vision.

Conversely, the economic benefits of goods movement can be negatively impact-
ed by delays and congestion. At the Otay Mesa and Tecate international border
crossings, inad and aging infrastructure and more stringent security re<
quirements caused the U.S, and Mexico binational economy o fose $3.2 billion
and about 21,900 jobs during 2007, The border delays in freight movement resutt
inincreased transportation costs and interruptions in manufacturing and delivery
cycles.

In order to maintain the economic vitality of the region, the economic benetits of

gonds must ba k and ted, One of the forthe
region is to translate 2 portion of these economic benefits into a stream of funding
that addr the infrastructure i ents made ary by the increased

movement of geods within and through Southern California. n addition, the eco~
nomic growth attainable through increased logistics activity is neaded to finance
the cleanup of environmental problems that have been allowed to accumulate,







Currently, goods passing through the Southern California seaports and land ports of entry with Mexico belong to one of three modal “market

segments” 1) On-dock and off-dock/near-dock; 2 distribution/delivery: and 3} transload. By identifying the modes of travel for goods, @

market segmented approach can be developed that will allow for the region to better target improvements and funding sources for goods
projects and a tated environmental and ity impact mitigati

Understanding the Market Segments
Figure 5 depicts the three primary market segments, Note that the specific percentages listed may vary on a daily basis and do not account
for domestic goods movemant, which represents a significant share of truck VMT in Southern California.

- Direct Shipment from on-dock and off-dock/near-dack - Approximately 40% of containers passing through the Ports of Los Ange-
les/Long Beach leave the region by rail utilizing sither on-dock rail at the marine terminals or off-dock/near-dock rail inter-modal
facilities. These goods are destined for areas outside the MCGMAP region, including the central and eastern United States, As
a result, funding sources for goods movement can be better targeted sinca the direct benefits to shippers and the nation can be
clearly shown. This includes additional state and federal gonds movement funding, as well as container fees levied on shippers
who receive direct benefits from improved efficiency of the goods movement system.

- Transload - Approximately 37% of containers passing through the Ports of Los Angeles/Long Beach are either trucked directly out
of the region or leave the region after an intermediate stop at a warehouse or distribution center. These goods may arrive at the
ports as a single container, be transported 1o an inland distribution center by truck, be broken down into smaller units while at a
warehouse or distribution center, then loaded onto either truck or rail to be moved to their {inal destinations. Such gaods use more
specific routes through the MCGMAP region and provide better opportunities for targeting of specific routes, users, or impacts
relative to local distribution/delivery. This includes truck replacement/retrofit programs, the development of separated corriders
that move between clusiered warehouse and distribution centers, and concepts such as infand ports and virtual container yards
{yard operations o reduce the number of unproductive container truck trips)

- Distribution/Delivery ~ Approxi 23% of containars passing through the Ports of Los Angeles/Long Beach stay within the
Southern California region, with the associated benefits and impacts. Bacause the origins and destinations for these goods are as
dispersed as the people and communities that rely on them, the trucks transporting these goods use varfous roadways and routes
for travel and blend into all other vehicular traffic within the region. Domestic goods movement, such as local delivery, construc-
tion, manufacturing, and service/ulility trucking exhibit similar travel patterns. Because the users and shippers of this modal
market are so widely varied, it is difficult to target individual users for funding without ignoring other users, Traditional funding
sources for roadway improvements and alternative funding approaches for roadway tolling or congestion pricing will be needed to
address this market segment.




Figure 5: MCGMAP Modal Market Segments

AgaAnIa
JHOLLNAE LS

HIOQ-HYIN

244

International Container Market Segments
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The MCGMAP is structitred around four sets of actions, sach of whichis relatedto a
componant or segment of the goods movemant markel. Pages 10 and 11 discuss the
concept of market ion of the goods flows within and through
Southern California, It is a concept for siructuring the problem in a way that lends
itself 1o more targeted and cost-effective solutions. The thres basic market sag-
ments of freight lows are:

« Divect intermodal rail shipment from on-dock and off-dock/near-dock to lo-
cations outside the region

= Transload (reglonal trips with an intermediate stopping point?

= Lacal distribution/delivery by trucks

The MCGMAR strategy distributes four “action sets” across the three basic marked
segments. This represents the basic structure upon which MCGMAP is built, The
four action sets include:

1. Accel regional envi

2, Relisve congestion and improve mobility

3. Improve operational efficiency

4, Develop equitable public/private funding strategy

Table 2 ifustrates the core elemants of the MCGMAP strategy by identifying the
types of actions appropriate to address the neads of each market segment. Insome
cases, such as the envirgnmental strategiss, similar actions cut across all the mar-
ket segments, but the appropriate source of funding from which to draw resources
may vary.
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= Construct rail mainline capacity im- =Increase on-dock loading » Railroad (private} Tundirg and public

provements = Expand hours of port operation (PIER- funding proportional to benefit
* Construct Colton Crossing PASS) and intermodal terminals opera- » User fees (a.g, container fees)
+ {se clean technology shuttle to inter- tion = increase federal participation

modat facifities

. s
U

» Construct highway capacity improve- = Adopt flexible hours of operation « Railroad funding and public funding
ments {warehouse/ distribution cénters) proportiofial to benefit
* Study feasibility of dedicated freight = Study ibifity of virtual i . itional highway funding
guideway(s) yards « Possible truck tolling on dedicated
* Use clean technology shuttle to inland = Expand use and integration of intelli~ fallities
poris gent Transportation Systems for high« » Container fees

ways and vehicles + Increase federal and state participa-

tion

= Conditions of approvat and. develop-
ment fees for community mitigation

o
= Construct highway capacity improve- « Adopt flexible hours of operation (de- = Traditional highway funding

ments fivery) » Possible truck tolling on dedicated fa-
e Study dedicated freight guideway(sy * Expand use and integration of intelli- cifities

on freeways and roadways gent Transportation Systems for high- » Conditions of approval and ‘develop-

ways and vehicles et fees for community mitigation
= Alleviate physical factors and corndi- N

fions that rhay constrain opérations of

trucki{ie: lane widths, vertical and hov-

Zontal constraints and curvature, shoul~

ders, pavenent}




Goods imposes signifi costs on ity Hivability and the environment. Therefore, the MCGMAP partners consider aly

quality i and regional envi itigation an intrinsic part of 3 regional goods movement system.

The Action Plan recognizes that a regional approach is necessary, with the focus on cleaning up emissions at the source (i.e, the powertraing
of shms iocomctwes trucks, and harbor equepment) netone based simply on pm;ect«by project miligation. The simulianeous and continu-
ous i of i ies is a feading imperative for this Action Plan and will require action at two levels:
1} Region-wide approaches; and 2) project-specific mitigation measures,

Region-wide Approaches

A systems approach is required to reduce the air quality, community and environmantal impacts of goods movement flowing ints and
through the region. This ap h has three ~ acceleration of the funding and implementation of air quality plans aiready
prepared, strengthening of fuel and engine standards, and institutional pelicies,

A ion of funding and i ion of air quolity plans - Some of the nation’s most aggressive clean air improvement plans are
now in place in Southern California: the San Pedro Bay Ports Clean Air Action Plan (CAAP), the 2007 South Coast Alr Quality Manage-
ment Plan (AQMP), and the California Alr Resources Board (CARB) Emission Reduction Plan,  The MCGMAP supports these plang
and prop to accelerate the § ion of the strategies in those plans, Accelerating the environmental eleanup from goods
movement sources is one of the prmcm o themas of the environmental actions in the MCGMAP.

= Strengthening of fuel and engine stondurds - Regulations that promole the use of clean fuels and engine standards/tachnologies should
be strengthened beyond those currently proposed, This will need to ba supported by accelerated ressarch and development of cleaner
technologies by private industry, and by implementation assistance from state and federal regulatory agencies. These actions by pri-
vate industry and regulatory agencies will allow regional and local strategies and incentive programs in the CAAR and AQMD to have
greater effect.

. ftuti policies ~ Cooperative and ¢ i instituth and policias enacted by tocal jurisdictions and the
developiment industry could result in environmental and community benefits, Such policies could include: 1) Designating quiet zones
for rail corridars; 2) amending zoning and Jand use regu!atsons to hetter avold non- ible land uses (separating goods

activities from residential aress; buffering) and 3} i igation banking and/or of pooled funds for mitigation
{e.g. land use Lhanges, purchasmg green space along freight comdors, diesel truck retrofits, funds for health clinics, etc.). The partner

agencies have embarked on a collat effort with ¥ hol and the private ssctor to develop such guidelines (see
first bullet under specific actions).

Project Specific Mitigation Measures.
While the propesed broader ragional strategies will result In significant reductions in emissions for the study area as a whole, project spe-
cific mitigation maasures are often most effective at the local level, resulting in more tangible benefits for local neighborhoods and com-
munities, Therefore, the Action Plan supports the use of project: Hic revenue hani 1o belp fund mitigation efferts. Examples
inglude:

= {se of best available and best practices for project construction and ional impacts,

= Compliance with natural resource statutes (e.g., federal and siale Endangered Species Acts and Clean Water Acts, Migratory Bird

Treaiy Act)

nciuslon ot smart” design and good planning principles, such as landscaped buffering, noise barriers, exterior light shiefding and

1

2t 1of fne ible tand uses, and wetfands proteciion,
SPECIF!C ACT!ONS

fines for focal jurisdictions o use s 1 designing gobrds nid ated tand d o fagiti-

nes {Consultant adtivity is underway}
federal parth ion i i idilines and interpational that regulate vessels tand vther stativiary
sources of diesel amiss) used for transporting govds toand through USoports: i
 Suppart clean mads by the parts Tar reduci i s
s initiates folk effortio iy 3 v giods initiativ feva regional & quality atiainment incliging
S = 8

he identification of soutd fuiiidlivg o agcsls i leatiip.
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Region-wide congestion relief and increased mobility cannot be achieved without significant investment in infrastructure, coupled with
improvements in efficiency and praductivity, Utilizing the market segmentation approach, various crucial capital improvements were iden-
tified for each of the modes involved in the movement of goods.

increased Intermodal and Mainline Rail Capacity
Increases in mainiine rail capacity and on-dock raif improvements at the ports are eritical to the efficient transport of intermodal freight

bound for destinations outside the region, The Action Planr on of rail imp: in accordance with the San
Pedro Bay Ports Master Plans as welt as triple tracking the BNSF mainline from Los Angeles to San Bernardino and double tracking the two
Unian Pacific corridors, These improvements must be done in concert with the grade fons and safety imp outlined inthe

mudti-county Alameda Corridor East (ACE) Trade Corridor program. Implementing the mainine rail capacity enhancements together with
the grade separation of railroad crossings can maximize efficiency and cost-effectiveness while also providing an opportunity to maximize
funding from federal and state sources and accelerate the delivery of the needed improvements. Grade separation of the rail-to-rail Colton
crossing as well as other rail-roadway grade separations near the the Ports of Los Angeles, Long Beach, Hueneme, and San Diego, and at
other key Los Angeles County locations are alse critical,

improved Highways/Roadways

The Plan recommends three tiers of highway actions. The Tier one includes major
improvements on roadways and bridges in proximity to the ports/border crossings
and other major freight activity centers (examples include the Gerald Desmond Bridge
replacement project, the SR-47 Exprassway, i-110 connectors, High Desert Corridor,
SR-78 Brawley Bypass and the San Dlego Border Corridors). Tier two is comprised
of corridor-level i of hnologies, separated mass flow appli-
cations {e.g., the |-710 Corridor Jmprovements) as well as dedicated freight guide-
ways/truck lanes with the use of clean engine trucks and/or clean Long Combination
Vehicles (LCVs), if such vehicles could be authorized to operate on dedicated facilities
in California safely with minimal impacis on surrounding communities. Further con-
sideration of LCVs will require a detailed analysis of patential capital and operational
impacts. This tier focuses on new technologies as well as new application of methods
not widely used in California. Consequently, these projects will require additional
detailed analysis before they can proceed, Tier three projects encompass capital ang
operational improvements that in addition to assisting with the efficient movement of
goods, are also beneficial to mixed {low traffic. Such improvements include modifica~
tien of key fr to-fi interchanges to alleviate t and geometric
bottlenecks, addition of auxiliary lanes, shoulder improvements and other safety and
operational improvements on roadways heavily used by trucks,

SPECIFIC ACTIONS
» Comnplete the ACE Trade Corridor railroad grade :rcssmg improvement program in Los Ange?es, Orange, Rwersndt::v and Sah Bt
narding Counties.
» Continue with analysis and planning of 1-710 didi frgight guid facility.
= Further investigate the feasibility of inland port/ concentrate infand and distri
= Increase border trade capacity and efficiency.
= implement key projects listed in the regional and county-specific Tables § and 6:
» Participate with the railroads in eliminating key bottlenecks and increasing capacity alony the mainline rail system as outlined in the
Los Angeles-inland Empire Raﬂroad Mainline Advanced P!anmng Study
= Develop the appropriate insti ary and & to provide si and 3 mprove:
ment to mataling track improvements, the Co!wn Crossmg grade separation; Highway-rail grade’ separations; locametive emission
d.other ra\i corridory

* lnitfate & i Transportation Study (RST[S) to evall the i Dedi ¢t
Freight Guideway- System/Regmnal Truck Lanes (} 210 Frny For{ ofong EeachtoSR 60) East- Weist Comdor between the 710 andto
1-15; and 118 to' VictoriilleY inclusive of p n-fréeway
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Any comprehensive strategy to address mobility, improve pradicts
ability and enhance safety needs to address system and corrider
vapacity. This includes imp to the i gl
of the regien's goods system. The Leffich
of various segmants of the goods movemant system can be im=
proved based on specific modal market segments.

improve Marine Terminal Productivity, Truck
Turs Times, and intermodal Operations
I order to mest the future demand, the Ports of Los Angslesand
Long Beach will increase thair operational productivity from the
existing level of 4,700 TEUs per acre per vear to almest 1,000
TEUs per acre per year. The current focus is on intreasing ons
dock rail use and extending hours of operation to off-peak time
periods (PIERPASS), Additions! sirategies include the transport of
unsorfed containers from the ports to inland rallyards separatéd
from residential areas for the creation of destination trains, as well
as introducing new technologies such as optical charactar recoghis

tlon {OCRY and radio frequency identification tags (RFIDY), and the

evaluation of the feasibility of a virtual container yard to reduce the

number of unproductive empty container truck trips. :

improve MHighway Operations
ingreased implementation of Intelligent Transportation Systems:
{ITS), weigh-in-motion (WIM} systems, bighway pricing such 2%
Qpen Road Tolling (ORT) collection systems, improved lncident
management, and anforcemant of driver and operating restrics
ttons can improve highway operations. ITS solutions allow for trisdk
routing, traffic control during construction or maintenancs, as welf
as the shifting of truck movement to off-peak times. WIM bypass
systems are an effective means of traffic management in the prox-
imity of weigh stations, The system belps maintain normal traffie
flow and prevents traffic backup onto the mainiing freeway results
ing from commaercial vehicles entering and exiting weigh staligng;
Open Road Tolling allows users to travel at highway speeds ontha.
mainline while their tolls are collecied electronically overhead, re°
ducing congestion and travel times for passenger and commaercial’
vehicles. California has established a statewids stendard for use-at
#it toll roads and bridges wtilizing the “FasTrak” device.

1 ¥
ronalin s fistedtin Tabla &)
piiblicand prival ied e

nologies;
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will require 2 dinaty

Funding and impl jonof ther { actions, projects, and programs and their
ed effort by the private sector and public sector at ali levels of government. It is critical that all benef:cxanes of goods movement participate

in funding infrastructure i as well as envi i mitigation. Beyond its value to the regsonaleconamy, the existing border
cressings and commercial trade with Mexico are also critical to the regional and bi-national . C T goods have origins
and destinations to California/regional retail markets and manufacturers to shipping beyond California through the San Pedro Bay Ports and
the Inland Empire Rail/Intermodal distribution centers.

To Hlustrate the shortfall m public fundmg, the Alameda Corridor-East Trade Corridor, which would provide much needed grade-separation
projects to reduce and i the region, has an §3% funding shortfall - $3.8 billion out of the $4.4 billion total,

Maximize the Study Area’s Fair Share of State and Federal Funds

Fedaral assi is tial to for the disproportionate local and regional costs for the goods movement infrastructure {and
i regional envi and ity impacts and necessary mitigations) provided o the rest of the nation. The next national
transportation funding g isfation must recognize the importance of funding a national goods movement system, establish

appropriate levels of federal funding support, and provide further opportunity for flexibility in the use of federal funds. The four freight-
related programs of key relevance are 1) Projects of National and Regional Significance, 2) National Corridor infrastructure Improvement
Program, 3) Freight intermodat Distribution Pilot Program, and 4) Truck Parking Facilities Program. Though state and federal funds are
needed, any funding for private infrastructure to increase capacity and facilitate the throughput of goods must ensure that public dollars
are used in return for public benefits, not merely for benefits to the private logistics system. The development of public-private benefit as-
sessments amung the private beneficiaries and public agencies s ene method to address this issue,

Private Sector Contribution

Recognizing funding shortfalls for infrastructure projects and the fact that private industry benefits from an improved goods movernent
system, the MCGMAP recommends efforts to secure private revenue sources including user fess. This could be done through pending leg-
istative efforts or by other means such as ongoing efforts by the San Pedro Bay ports to negotiate cargo fees for infrastructure and environ-
mental mitigation projects. The types of user fees that should be considered include congestion pricing, port-assessed cargo or container
fees, industry-supported programs similar to PIERPASS, and VMT-based taxes or gas taxes for trucks. The Actmn Plan addresses the need
to convert the value of improvements to the study area’s goods movement system into revenue for improving infrastructure and miti
impacts. Federal and state funds require local/private matching funds, thus private sector contributions will add strength to applications -
for leveraging federal and state funds,

Stakeholders in San Diege and Baja California, Mexico are trvestigating the potential for use of public funds together with private financ-
ing and toll fers for 2 new border crossing, highways, and federal inspection staffing at Otay Mesa East, California / Mesa de Otay I, Baja
California, Simifar pursuits for new border crossings or expansions are also projected along the Imperial County, California / Mexicali, Baja
California border.

SPECIFIC ACTIONS
« Maximize Seuthern California’s Talr share of state and fedarat funds through i o i i effor{s.
« Provide input to legislation focused on uset fees-and to any ongolng efforts to negoziate user fess with industry thatcan be included
in a'specific plar-of finance for goods aid avr quahty
* Pursue public-privat i s for:sp facifities, whers app
* } the Coop i N ional; stite, and federat agenc:\es to Farilitate the actions coptained inthe MCGES
MAR,
+ Davalop strutture for ing user fess and nires for goods infr and AuRity/envir

projects,
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Figure 6: Map of Potential Future System

“The.  mitigation. of envispranental. “and - Commiinty .
Impacts clated with gaods vst s {0 aHfornia
f fy and i Ny

Afuture i
modal markets: of the geods moverment- ing:
provide & more fafgeted approach to mitigation-of
environmental and community impacts,

St s s b i

o fedsiat : Extra-Regional
The: federal &
prvats sty s oscie e n sAH Freight Link

ther

Regionai ]
| Mainline |
%Rai! Capacity |

increase i

Grade Separation .
saw Dedicated Freight Guideway
Mainiine Rail Capacily Increase X ) X
smam Exira-Regional Freight Link

Potential Inland Port )
- Airports gj"'“”

On-Dock Rait
New/Expandet Ports of Entry




254




255

This section summarizes the stakeholder outreach efforts of the MUGMAP projact, which sccurred throughout the development of the
Action Plan, The purpose of these outreach activities was to gather comments and input on the Draft Action Plan. Written and oral com-
ments/guestions about the Draft Action Plan along with topical responses are included in Appendix C of the Final Action Plan.

& v

participation was an tial o hroughout the
of the MCGMAP. In doing so, the project pariners attempted 1o reach as broad a
cross-section of stakeholders as possible through the following cutreach mediums:

« Project Website;

» Eight (8) Stakeholder Advisory Group (SAG) Meetings;

« Two {2) Public Surveys;

o Pr tons to boards, commit and organizations; and
+ Twelve (12) Public workshops,

Two survey instruments were utilized and a project website (https//www.melro,
net/mecgmap) was established to inform and engage stakeholders, Meatings and
workshops were convened to gather input and share findings, The Stakeholder Ad-
visory Group meetings ware an important mechanism through which key stakehold-
ars across region were informad and had an opportunity 1o vocalize concerns to the MCGMAP planners, Representatives from community
advocacy and health organizations, air quality regulatory agencies, the ports, the trucking and railroad industries and other transporiation
agencies at all levels of government were invited to participate in the Stakeholder Advisory Group (SAG) meetings. Additionally, smaller
one-an-one meetings were held with many of these groups to confirm data and obtain their individual perspectives on issues related to

goods . Advisory Group ings and county workshops provided a forum for stakeholders to comment on the con-
tent of tha action plan and to express concerns about the impact on local communities, alr guality, the environment and the transportation
system.

in general, the i! supportac i effort among the agencies and stakeholders to solve goods movemen) challenges facing

the region. Stakeholders expressed the folfowing specific concerns:

» Having more i i itigati: ies to reduce current levels of goods movemant impacts before any new
infrastructure projects are built;

+ Dedicating new private/public funding sources ta reduce health and envirenmental impacts of goods movement in the region;

* Providing for more ive use of alternative fuels and alternative technologies to address goods movement impacts;

» Questioning whether we need ta meet unlimited goods movement demand - all costs and benefits should be studied first; and

= Considering placement of limits on trade growth and diverting it to other ports and instead investing in clean industries as a more
cost-effective approach.

Some stakehelders indicated that re-
gional environmental and commu-
nity impacts must be addressed and
mitigated to a level beyond existing air
quality attainment goals. However, the
authority to increase sir quality attain-
maent goals rests with regulatory agen-
cies such as the SCAQMD and CARB,
not the MCGMAPR partner agencies.
For more information, please see Chap-
ter 2 ~ Stakeholder Quirsach in the Ac-
tion Plan,
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This section briefly describes the approach fo ing goods projects and strategies. This approach included an analysis of
three Port of Los Angeles/Long Beach container volume growth and two levels of infrastructure investment scenarios, a qualitative evalua-
tion of goods movement projects/strategies, and a detailed analysis of twelve bundles of projects, including regional truck lanes,

Analysis of growth scenarios

Four scenarios encompassing thres levels of Port of Los Angeles/Long Beach container volume growth and two levels of infrastructure in-
vestment were analyzed to determine their economic impact. Table 3 provides a summary of the employment impacts of each scenario. In
addition, an attempt was made to estimate the regional mobility impacts of the four scenarios; however, due to data limitations, the regional
transportation demand model does not adequately project the linkage between regional truck trips and port container volumes. Conse-
quentty, the model could only be used for scenarios Tand 4.

“San Pedro Bayport gmwfh ohaz S il myt TEUS by 2030
004 B nentation

San Pedro Bay port growth ot 33 miltiow TEUs by 2030 SCAG

2004 Regional Txansportatmn Plan baseling tm;}!ememataan 1,303,490

Eva!uatmn of goods movement strategies

Ag ion of goods projects/strategies was also conducted, This analysis grouped a comprehensive fist of 242
projects/strategies (the complete listis mduded in the Action Plan) into 15 categories of projects ranging from increased highway and rail
capacity to changes in d and insti practices, The 15 categories of projects were then qualitatively evaluated using 26
evaluation criteria. For more detailed information on this analysis, please refer to Technical Memorandum 6A. In addition, 12 bundies of
potential freight impr including nine dedi d truck fane bundies (bundles 2 through 9 and one dedicated freight guideway were
modeled using the SCAG Travel Demand Forecasting model, The model was used to quantify truck volumes using the region's highway
network and estimate the number of daily hours of delay reduced for bath autos and trucks. Furthermore, for each bundie the potential cost
(which was kept at a constant per mile basis), the number of warehouse acres in proximity to each corridor, the number of schools within
1/3 mile of each bundle, and the number of residential acres within 1/2 mile of each bundle was calculated. Results from this analysis are
summarized in Table 4.

When interpreting the analysis in Table 4, please note the following:
2 Due to the limitations of the analytical tools available, ali bundles were modeled using a container forecast volume of 42.5 million
TEUs by 2030.
= Al analyses were completed from a regional perspective. Analyses were completed with the understanding that further future de-
tailed corridor-specific analyses would be required prior to project smp!ementatmn Future detailed analysis should quantify factors
not included as part of this effort, such as design, right luding number of di properties, impact on
commercial properties adiacent to carridors, etc,
» The macro-level analysis of dedicated truck Jane systems, advanced technology and other bundies rendered preliminary information
that also warrants further investigation and outreach to affected communities to be conclusive,

Further information about the scenarios, project bundles and other model criteria and findings can be found in Chapter 6 of the Action Plan
and the technical appendices.
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Table 4: MCGMAP Bundis Analysis Results
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Project Identification Process

in support of the actions and vision, and market segmentation approach, the pariner agencies identified a regional and county specific list
of projects or sirategies, presented in Tables 5 and 6. Many of these projects can be implemented in the short-term while others require
additional planning and project development, The projects on these lists are considered essential; neither list should be viewed as taking
precedence over the other but rather as complementary efforts to address the effects of goods movement in the reglon. Given the mukti-

county nature of this study, the majority of the regional and county Goods Projects/ ies will require di among
the multi-county partners and stakeholders,
Table 5, the “Regional Goods Projects/Strategi a short-term to fong-term vision for improving the system with pri-

mary focus on region-wide projects that provide environmental mitigation or ground access (rail, highway, and intermodal) improvements
to and from the international gateways and the multi-county goods movement distribution zenters and corridors (existing and proposed)
within the Southern California region, (i.e,, the San Pedro Bay Ports, the Port of Hueneme, iniand Empire Rail/intermodal Facilities, the Al
ameda Corridor and the California/Mexico Ports of Entry). This system is also graphically depicted and further described in Pages 18 and
1%

Table 6, the "County-Specific Goods Movement System Projects/Strategies” includes improvements that are located within a single county
and connect with the regional goods mavement system of corridors and distribution centers and the statewide goods movement system as
identified by Caltrans. Table & comprises a list of efforts that: 1) Support the regional projects in Table 5; 2) mitigate environmental and/or
community impacts in a shorter horizon; 3) correct short-term system deficiencies; and 4) are recommended in advance or in conjunction
with the regional projects based on local needs and project readiness. The County-Specific list, in essence, fifts critical gaps in the goods
maovement network.

As can be seen in the two project lists, an investmant of over $50 Billion over the next 25 years is necessary to accommodate the projected
growth of freight within the region and to mitigate related impacts. This will require funding commitmenis from all levels of government as
well as the private sector, in addition to this list, a series of actions focused on reducing congestion and environmental impacts are identis
fied in the Action Plan. £ach of the County chapters also contains additional projects, sirategies and vision for localized improvements
i for future i
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Table 5: MCGMAP § inary i Boods M j

(REGIONAL AND COUNTY-SPECIFIC LISTS ARE BOTH CONSIDERKD TO.BE OF EQUAL PRIDRITY IN MCBMAR. MODES AND PROIECTS ARENOT
LISTEDUR PRIGRITY ORDER. ALLPROIECTS WILL REQUIRE FLRTHER STUBY PRIOR 1 : ON UNLESS ALREADY COMPLEYED)..
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CREGSQNAL ANQ COUNT\’*SPSCIFIC LISTS AREBOTH CQNS%DERED FOBEOF EQUAL PRNDRI‘W S MCGMAP MOUES AND PROJECTS ARENOT:
UISTED N PRIGRITY ORDER: ALLPROJECTS WILL REQUIRE FURTHER STUDY PRIOR TO IMPLEMENTATION UNLESS ALREADY. COMBLETED.)

County

Mainline Capagity - . « Relisf siding {2 gm}ects) and upgrade sidings (T pro;:ct}
“Enhangarmient e Antelope Valley Ling

* 10 Conngotor Improvement Prograin (4 Prr};ects)
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5 hetmen ths vicinity, e$ El Toro ‘Y“ 16 naar SRS dd now lanes i
gach dirgetion.




261

Table §: MCGMAP Preliminary Cotinty Goods M

mprovi 2

(REGIONAL AND COUNTY-SPECIFIC 1ISTS ARE BOTH CONSIERED TO BE OF EQUAL FRIORITY IN MUGRIAR. MODES AND PROJECTS ARE NOT
LISTED IN PRIORITY ORDER. ALL PROJECTS WILL REQUIRE FURTHER STUDY PRIORTC IMPLEMENTATION UNLESS ALREADY COMPLETED.)

#1-5 Nerthiiound Extand Existing Truck Sypass Lane From Crown

Valley to EFfory Road. Add Auxiliary fane where nsedeid.
Operatisnal : i

; : ; B RR Alicis Harkoway o the Crows Valley Wterctanie
Launty § i i e : . & SEat
8 Constructnew interchange at Crown Valley (Saddisbackyand
reconstruct intarchinge ot Avery Parkway with eoliector distributor

road betwesn Crown Valley and Avery

7 *NorERSuURE Fram Orangetharpe to Lambert Road, Add
sy Lanie & Sth theough lane

sp » 18 Widéh/Managed Lanes (From ta Jolh
Vandsigrift




262

The MCGMAP is not an end point. Rather, it is the beginning of a more comprehensive regional approach to keep freight moving within
and through the region and to reduce the environmental and community impacts caused by the movement of that freight. Going forward,
stakeholders will play an integral role in the next steps in the areas of partnership and advocacy, environmental and community impacts,
mobility and funding. Based on feedback from stakeholders and Action Flan recommendations, the MCGMAP project partners are commit~
ted to taking the following next steps:

Partnership and Advocacy
« Implement the Southern California National Freight Gateway (SCNFG) Cooperation Agreement among federal, state, regional, and
other implementing agencies to maintain dialogue to address the challenges outlined in MCGMAP,
= Request the incorporation of MCGMAP strategies and actions into other state, regional and local plans,
+ Continue to convene muiti-county meetings to monitor the progress on the Action Plan and provide annual reports to the CEOs and
to the boards of the partner agencies,
« Support and propose legislation that: 1) Provides funding mechanisms for goods projects/strategies; and 2) imp: mo~
bility and facilitates regional multi-county goods movement goals without undermining locat community priorities and quality of life.
» Support groups such as Mobility 21 and the Coalition for America’s Gateways and Trade Corridors in developing dedicated federal and
state goods movement funding sources.
= Continue to work closely with all stakeholders including the Councils of Governmants, community groups, environmental regulatory
agencies and academia.
» Seek goods movement and fogistics industry involvement throughout planning and project developmant phases.

Envir fand C ity Impacts
« Through the SCNFG Cooperation Agreement and other related activities, develop a specific set of feasible actions to accelerate
implementation of the strategies contained in the various air quality and emission reduction plans that are within the scope of respon-
sibility of the project partners,
* in partnership with CARB, air districts, the logistics industry, and local governments, initiate an activity to generate public and/or pri-
vate funds to accelerate implementation of air quality improvement strategies being undertaken by these and other entities, Examples
may include: Container fees that provide a revenue stream to fund emissions reduction projects, impact fees paid by entities contrib-
uting to the geods-related air quality problem, supplemental transportation infrastructure project mitigation (to add to an air quality
funding pool), mitigation banking, market-based strategies, and other vehicle-based fees commensurate with the impacts attributed
to those vehicles,
= Continue and Complete the Environmental Justice Analysis and Outreach for the MCGMAP in Fall 2007, This effort will develop a
guidebook for local jurisdictions and the private sector to use in avoiding, minimizing, and mitigating the effects of goods movement
infrastructure and to assist Jocal jurisdictions make informed land use decisions.

Mobility
« Initiate 2 study to investigate the linkage between industry supply chain trends and port and trade related transportation patterns
and movements.
» Continue project development efforts, including planning, design, funding, and implementation, of the regional and county-specific
projects listed in the Action Plan, including the mitigation of the impacts of those projects.
« nitiate 2 Regionally Significant Transportation lovestment Study (RSTIS) to evaluate the feasibility of implementing. a Dedicated
Freight Guideway System/Reglonal Truck Lanes (I-710 From Port of Long Beach to SR-60; East-West Corridor between 1-710 and 1-15;
and 15 to Victorville) inclusive of potential non-freeway implementation.
= Initiate localized studies, as appropriate,

Funding
* Pursue new avenues of goods movement funding for projects, including the region’s fair share of state appropriations, federal funds,
and private sector contributions consistent with the impacts of the benefits théy derive from the use of the transportation system,
« Continue fair share and user fee discussions with private sector stakeholders to seek their support in addressing goods movement
impacts and filling funding gaps. Develop a clear and concise message on this subject and communicate this to the public, policy and
funding decision makers at all levels of government.
= Establish structures to manage user fees and revenue that are acceptable to both public and private sector stakeholders.
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The National Retail Federation (NRF) submits these comments to the
Subcommittee on Coast Guard and Maritime Transportation of the U.S. House of
Representatives Committee on Transportation and Infrastructure for its hearing on port
development and the environment in San Pedro Bay.

NRF is the world's largest retail trade association, with membership that
comprises all retail formats and channels of distribution including department, specialty,
discount, catalog, Internet, independent stores, chain restaurants, drug stores and
grocery stores as well as the industry’s key trading partners of retail goods and services.
NRF represents an industry with more than 1.6 million U.S. retail companies, more than
25 million employees - about one in five American workers - and 2007 sales of $4.5
trillion. As the industry umbrella group, NRF also represents over 100 state, national
and international retail associations.

The blue-water seaports of the United States, and the transportation network that
connects them to markets, are vital arteries through which our nation’s commerce flows.
They ailso represent a key link in the supply chain that enables the retail industry to
provide American families the products they need in their daily lives. Billions of dollars
of trade passes through the nation's international intermodal transportation system each
and every year, and supports millions of jobs throughout our nation and in California.
Today, this international intermodal system faces key challenges that require the
coordinated effort of all stakeholders, at both the state and federal levels, to manage
and address.

There are two underlying challenges: 1) securing sufficient funds to build the
infrastructure necessary to support America's economy, not just for the benefit of the
retail industry, but for U.S. manufacturers, farmers, importers and exporters; and 2)
finding ways to tackle infrastructure development in a manner that both manages
growth, and recognizes and addresses the environmental impacts of goods movement.

The San Pedro Ports have attempted to address these twin challenges in various
provisions of their Clean Air Action Plan (CAAP). Before we provide comments on
specifics of the CAAP, NRF would like to discuss several common misperceptions
about the retail industry and its relationship to goods movement through the marine
transportation system. We believe that clarifying the context for a discussion about the
Marine Transportation System is necessary. In recent months, the rhetoric over these
issues has become so enflamed that several important truths have been lost:

» The Retail Industry is not the only user of the nation's blue-water ports, or the marine
transportation system,
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» Retailers and other shippers pay for the freight system that they use. No shipper is
a free-rider.

+ Retailers have been good citizens in working to reduce the environmental footprint of
freight movement and will continue to do so.

» Retailers have already demonstrated a willingness to pay for their fair share of the
cost for infrastructure development and environmental mitigation.

The Marine Transportation System is used by many American Business Sectors

In the rhetoric that has surrounded debate over infrastructure and the
environment in the San Pedro Bay area there seems to be the assumption that the retail
industry is the main user of U.S. ports and that efforts specifically to tax retailing will
have little impact on the economy as a whole.

A very quick survey of the Journal of Commerce's list of the top U.S. container
importers and exporters shows that only 32 of the top U.S. container importers are
retailers, while 57 are manufacturers. On the export side the figures are even more
startling. Only 2 of the top 100 exporters are retailers, 54 are manufacturers, 26 are in
the agriculture or forestry sectors, and 16 are in the waste recycling business.

We fully acknowledge that retailers are among the major importers of containers
through the San Pedro Bay ports, and that the largest single importer is a U.S. retailer,
but it is important for lawmakers to understand that the refail industry is not alone in
being a user of the port, and that efforts either to choke off new infrastructure or to tax
the movement of containers will have a significant impact on all U.S. economic activity,
including transportation, manufacturing, agri-business, wholesaling and retailing.

Retailers and other shippers pay for the infrastructure they use

in the rhetoric that often surrounds the debate on port infrastructure and the
environment, it's common to hear the complaint that retailers use the ports but do not
pay for them. This is simply untrue.

With the exception of the roads that connect ports and rail hubs, the freight
infrastructure system in the United States, including the terminat capacity at the ports of
Long Beach and Los Angeles as well as rail terminals and track is a privately-financed
system. Most U.S. blue water port authorities act as public landiords assessing rents
and other fees on their tenants and the ships that call at their facilities. A port authority
may improve the land, but they receive income in the form of rents and tariffs to pay for
those improvements. In many cases, the port doesn't even pay directly for the
infrastructure improvements.
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Indeed, at least one of NRF's top infrastructure priorities ~ the construction of a
new near dock rail facility on land located in the Port of Los Angeles - will be entirely
funded by the BNSF Railroad.

Marine terminal operators, ocean carriers, and railroads do not build
infrastructure that can't ultimately be paid for through service charges. Indeed, the
majority of the freight infrastructure in the United States is privately owned and operated
and paid for by shippers.

In addition to the base transportation rate, shippers also pay a number of taxes
and additional surcharges and fees imposed by government and private entities. A
listing of these fees follows:

1. Direct Commercial Fees:
Not every shipper pays these fees. Sometimes these fees are included in the base
rate a shipper pays. Often they are separately stated as surcharges. All of these
fees are subject to rate negotiation between the carrier and the shipper.

e “Peak Season” Charges: Ocean carriers as part of the Trans-Pacific
Stabilization Agreement (TSA) often charge fees of as much as $400 per Forty-
foot Equivalent Unit (FEU) on west-bound containers terminating at West Coast
ports.

+ Fuel Price Surcharges:

> Bunker Adjustment Factor (BAF): Compensates for wide fluctuations in
marine bunker fuel and diesel oil at key load ports. Such surcharges, added
onto base freight rates, help offset rising marine bunker fuel and diese! oil
prices. The formula managed by TSA tracks world bunker fuel prices and
then applies a weighted average formula to recover the cost impact of price
fluctuations on carrier operations. The formula reflects fuel consumption
patterns across the TSA membership (where fuel is purchased and loaded,
vessel size, route configurations, sailing speed and transit time, linehaul and
feeder ship fuel costs, cargo mix, etc.). The charge is allowed to float with fuel
prices, and is adjusted on a monthly basis.

» Other Fuel Surcharges: Intermodal rail shippers will also sometimes be
charged a fuel adjustment factor that is separate from the base freight rate.
Similarly, trucking companies also sometimes impose fuel surcharges.

» Terminal Use Fees: Longstanding business practices allow carriers to pass
along terminal operating expenses to shippers through terminal use fees. These
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fees for the use of the terminal are sometimes separately stated from the ocean
carriage rate. In addition to these charges, other fees may be charged:

>

Demurrage Charges are assessed on containers that fail to move off terminal
within a specific period of time-—usually three or four days. The purpose
behind these charges is to ensure that port facilities are not used as
warehouses for cargo owners and shippers. The shipper has a significant
incentive to move containers quickly to avoid these penalties.

Detention Charges are fees imposed on intermodal equipment such as
chassis. If a shipper keeps a chassis or a container for longer than a specific
period of time, fees accrue. The fees are there to encourage shippers to
return equipment quickly. After the 2002 labor dispute that closed West
Coast ports for more than a week, a critical shortage of chassis developed,
further impeding the flow of commerce.

Security-related charges: As of 2003, many carriers include security related
surcharges to their freight rates in order to offset higher regulatory costs
associated with port and carrier security mandates included in several federal
laws.

» Port Security Fees: Ports have raised their tariffs to cover the cost of

compliance with the Marine Transportation Security Act of 2002 and the
imposition of international standards on ports developed by the International
Maritime Organization and enforced by the U.S. Coast Guard. The ports of
Califoernia increased their tariffs by 5 percent in 2005 to cover the cost of
added security infrastructure. Carriers may pass along a portion of this cost
for security infrastructure to shippers in the form of per-container security
surcharges, or directly in the shipping rate.

Manifest Fees: Many carriers have imposed a new Advanced Manifest Fee,
which is assessed on a Bill of Lading basis to pay the cost of compliance with
the provisions of the Trade Act of 2002 and the U.S. Customs requirement to
provide manifest information 24-hour in advanced of lading.

Inspection fees: Importers have to pay the government for the expense of
inspecting their cargo, if the container is pulled aside for an intensive exam.

C-TPAT Expenses: Although not a charge, per se, shippers who participate
in the Customs-Trade Partnership Against Terrorism incur a number of
business expenses related to ensuring the security of the supply chain.
These expenses include on-site monitoring of overseas factories, overseas
scanning, and managing compliance audits. Congress has recently
considered asking shippers to pay a separate fee for compliance
assessments conducted by third-parties.
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Alameda Corridor Fee: Containers moving on the Alameda Corridor pay fees
of $18/TEU, $36/FEU, and $40/ 45-foot container for the use of the infrastructure.
Some containers drayed from the ports of Los Angeles and L.ong Beach to other
rail facilities in Southern California will also pay the corridor fee, even though they
merely bypassed the corridor. The fee is paid by the railroads and passed along
to carriers who usually charge the shipper either in the rate or as a separate
charge.

PierPass Traffic Mitigation Fee: Containers drayed from the Los Angeles and
Long Beach ports during daylight hours are subject to a privately-imposed traffic
mitigation fee of $100 per FEU. intermodal rail containers do not pay this fee.
The fee is collected directly from the shipper.

2. Direct U.S. Government Compliance Fees:

Harbor Maintenance Fee, collected by the Department of Homeland Security,
U.S. Customs and Border Protection (CBP), is charged only on importers and is
a percentage of the value of the merchandise. The fee is used to support
dredging of ports nationwide. The Port of Oakiand recently benefited from these
fees as part of its channel deepening efforts.

Merchandise Processing Fee, collected by CBP, is assessed up to a certain
amount on the value of the merchandise imported. The fee collects $1 billion in
revenues each year and is supposed to be used to offset the cost of customs
processing. However, until recently, the fee was not “fire-walled” and went
directly into the general treasury.

import Duties, collected by CBP, are assessed ad valorem on the vaiue of
imported merchandise. However, there are some imports that are not required to
pay import duties, either because the duty rate is set at zero, or the import
qualifies under one of the U.S. Free Trade Agreements. Other imports, such as
footwear and apparel, pay very high duties. Duties are imposed to “protect’
domestic industry from foreign competition, and thus fall quite unevenly across
industry segments, and not at all on exporters. Duties raise approximately $21
billion each year that goes into the general revenues of the United States.
Almost half of this revenue is collected as duties on imports of footwear and
wearing apparel—a hidden, regressive tax that harms working American families.
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3. Other Indirect Compliance Fees:

« ISPS Surcharges: The International Ship and Port Facility Security Code (ISPS)
went into effect in 2005. This IMO standard is enforced in the Untied States by
the U.S. Coast Guard. All ports in the U.S. must meet these security standards
or they will be shut down. Cargo coming from non-ISPS compliant ports can be
denied entry into the United States. Many foreign governments have imposed
fees, taxes and charges on ocean carriers to raise the resources necessary to
meet this world-wide standard. Shippers may have to pay these fees as
surcharges from ocean carriers.

Road infrastructure is the main portion of the marine transportation system that is
publicly financed through federal and state programs. Even here, the notion that
shippers — retailers, manufacturers and farmers ~ use American highways without
contributing to that infrastructure is simply fallacious. The main source of revenue for
roads takes the form of gasoline taxes, taxes on tires, truck registration fees, and in
many states sales taxes. Gasoline taxes, tire taxes and truck registration fees are costs
of doing business that are regularly passed along to the customers of trucking firms,
including retailers.

Sales taxes are collected by the retall industry, which have a direct impact on
retail sales.

Quite often these public sources of revenue are earmarked for projects that have
no connection whatsoever to freight movement. Indeed, it has been a long-accepted
adage that "freight doesn't vote” when it comes to parceling out the public money for
road and public transportation projects. Most federal and state dollars are spent to
reduce congestion on commuter routes. NRF has long suggested that the federal
government needs a national freight policy to make certain that federal dollars collected
from freight stakeholders are spent appropriately. This will be a key issue in the
upcoming reauthorization of federal highway transportation funding in the next
Congress.

Retailers have been good citizens in_working to reduce the environmental
footprint of freight movement

As a general matter, retailers do not own the trucks, locomotives or ships that
move their cargo from one place to another. Thus, it is difficult for a retailer to exert any
direct control over the types of trucks, locomotives and ships that are used to move their
goods, to the degree railroads, terminal operators and carriers are able. Nevertheless,
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the retail industry has shown its commitment to environmental improvement. The
industry continues to focus on these issues as part of its effort to continuously improve
business practices. A few of the industry's actions as they relate to the environmental
footprint of freight movement are noted below.

Modal shift: Many retailers have moved away from air shipments to consolidate
product into ocean shipments - reducing number of air flights needed to move
cargo to the United States. This is particularly true of shippers with high-value
product. In addition, about half of all trade through Southern California ports is
transported inland via more fuel-efficient intermodal rail connection. The vast
majority of NRF's members move freight in this manner,

Transport Loading: Almost every U.S. retailer has worked to improve truck
loading to ensure the use of full truck loads rather than partial loads. The
pressure is on to increase truck utilization rates across the nation—a move that
reduces air pollution, but also reduces costs in the form of better fuel efficiency.
Many retailers, especially those moving high-value, low weight consumer
products, support easing the federal and state restrictions on truck length—a
move that would further reduce the number of trucks on the highways, improve
fuel efficiency, and reduce air emissions.

Pallet Programs: Retailers have worked to re-design shipping pallets to improve
capacity utilization and reduce weight. Focusing on volume and weight is a good
way to improve capacity utilization, reduce fuel costs, and eliminate unnecessary
truck trips.

PierPass: Many of the largest shippers operating transioad and warehouse
operations near the San Pedro Bay ports played a leadership role in supporting
off-hour fruck gates. In 2005, after several years of work in support of night-
gates, the members of the Waterfront Coalition, of which NRF is a member,
provided a framework for assessing a use fee for daytime operations that
ultimately became the PierPass program. Shippers have responded to this
market-driven approach by opening up their facilities and container yards to
accept freight during non-peak travel times. Today, almost 40 percent of all
containers in the San Pedro ports move off-terminal during non-peak times. This
program has significantly reduced congestion, and the concomitant idling of
trucks, on the 1-710 freeway. Recent surveys show that truckers operating at
night are making better wages because of this program—a program that
underscores the dynamic forces of the market to drive fundamental business
practice changes. Additional PierPass usage could be gained by making
changes in the gate hours and days to better reflect truckers' hours-of-service
regulations.
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Facility Programs: In addition to operating their international distribution centers
2477, many retailers with international warehouses have instituted no-idling
policies at logistics centers in California and across the country, reinforced with
yard signing and driver surveys. In addition, retailers and their suppliers have
scheduled store deliveries between midnight and 7:00 am to reduce traffic
congestion and idling in California and across the nation.

The SmartWay= Transport Partnership: SmartWay is a voluntary collaboration
between the U.S. Environmental Protection Agency and the freight industry
designed to increase energy efficiency while significantly reducing greenhouse
gases and air pollution. By 2012, this initiative aims to reduce between 33 - 66
million metric tons of carbon dioxide (CO,) emissions and up to 200,000 tons of
nitrogen oxide (NOy) emissions per year. At the same time, the initiative will
result in fuel savings of up to 150 million barrels of oil annually. There are three
primary components of the program: creating partnerships, reducing all
unnecessary engine idling, and increasing the efficiency and use of rail and
intermodal operations.

> Creating Partnerships: Partnerships with companies and organizations are
the foundation of the SmartWay Transport Program. EPA welcomes any
company or organization that will improve the environmental performance of
their freight operations. Key Partners are companies that ship products and
the truck and rail companies that deliver these products. Partners commit to
measure and improve the efficiency of their freight operations, using EPA-
deveioped tools that quantify the benefits of a number of fuel-saving
strategies. Current partners, which inciude many of NRF's members can be
found at http://www.epa.gov/smartway/partners htm.

> Providing and developing innovative financing for Program Partners: The
SmartWay Transport program is working with states, banks, and other
organizations to develop innovative financing options that help partners
purchase devices that save fuel and reduce emissions

> Establishing the National Transportation Idle-Free Corridors Program: The
SmartWay Transport Partnership aims to eliminate unnecessary truck and rail
idling by developing a nationwide network of idle-reduction options along
major transportation corridors - truck stops, travel centers, distribution hubs,
rail switch yards, borders, ports, and even along the side of the road.

> Maximizing Rail Efficiency and Intermodal Operations: Ton-mile for ton-mile,
rail is a very efficient mode of transportation. A third component of the
SmartWay Transport Partnership is to highlight practical opportunities where
rail can be better used and to encourage more efficient rail operations and
technical innovation.
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» Coalition for Responsible Transportation: a number of large retailers have joined
together in the San Pedro ports area to form a group called the Coalition for
Responsible Transportation. Led mainly by retailers who have warehouse
facilities in the region, these companies have made the commitment to move
their freight exclusively via clean diesel and are working with their transportation
providers to make this change. Members of CRT, including many NRF
members, can be viewed at: www.responsibletrans.org.

Comments on the San Pedro Ports Clean Air Action Plan

In 2008, both the ports of Long Beach and Los Angeles issued a document,
known as the Clean Air Action Plan (CAAP), detailing both ports’ commitment to reduce
mobile sources of pollution in San Pedro Bay. The pians are far-reaching and affect a
number of stakeholders at the ports including ocean carriers and terminal operators. In
general, NRF supports the goal of the CAAP. We have specific concerns with only one
aspect of the plans offered by the ports -- the truck replacement plan.

As part of the truck program, both ports proposed to reduce emissions on the
more than 16,000 harbor trucks moving commerce through San Pedro Bay marine
terminals. According to the Clean Truck Plan (CTP), all beneficial cargo owners
beginning on October 1, 2008 will be charged a $70 fee per forty-foot equivalent unit
(FEU) on all truck moves that do not use approved clean-emissions equipment. The fee
is fo be collected by marine terminals operators. Fee revenue would then be used to
help truckers pay for new, lower-emissions rigs. The CTP also includes a rolling ban
that would stop older trucks from serving the port complex. Both ports aiso
implemented a concession system whereby all licensed motor carriers moving
commerce through San Pedro Bay must apply for a license to serve the port. The port
of L.A_ concession plan would only allow ficensed motor carriers that use employee
drivers to receive a concession.

Many aspects of this plan - in particular the requirement included in the Los
Angeles version of the truck program that licensed motor carriers use only employee
labor — pose serious legal problems. On July 28, the American Trucking Association
(ATA) filed suit against the ports on several aspects of this program including the
requirement for concession licenses and employee drivers.

NRF is of the view that neither concession requirements, nor employee drivers
speak directly to the environmental aspects of the Clean Air Action Plan. Both of these
requirements seem tangential to the goal of environmental mitigation and truck
replacement. Obviously these issues will uitimately be decided in a court of law.
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This is unfortunate, because we have long been of the view that a program to
replace trucks could be undertaken in the San Pedro ports without any litigation and
without the use of any public funds. We have communicated this view directly by our
endorsement of an industry alternative and through organizations that we support such
as the Waterfront Coalition and the Coalition for Responsible Transportation. Our pleas
to find a means to clean up frucks at the San Pedro poris in a way that would avoid
litigation and the use of taxpayer subsidies has largely fallen on deaf ears.

Although we support ATA's litigation on the concession and employee driver
provisions of the CAAP Truck plan, we fear that litigation will needlessly delay the
replacement of trucks that everyone supports. As an alternative, NRF and a number of
other trade associations representing manufacturers, agri-business, terminal operators,
ocean carriers and terminal operators offered a proposal in March 2006 that, if it had
been adopted, would have quickly replaced trucks without litigation. We summarize the
parameters of this alternative below.

March 2006 industry Alternative to the CAAP Clean Truck Program

in early 2007, a cross functional group of industry stakeholders including
retailers, other cargo owners, terminal operators and railroads endorsed a policy to fund
goods movement infrastructure and a fleet of clean harbor trucks. A copy of that formal
document is attached to this testimony.

The industry plan begins with an endorsement of a state-wide emission standard
for all harbor trucks in California. We understand that the California Air Resources
Board (CARB) is already well underway in developing such a state-wide standard and
that the standard is very close to the one included in the CAAP. Since the California Air
Resources Board is the only entity in the State of California with the fegal authority to
impose standards on mobile sources, endorsement of a CARB standard is both
efficacious and lawful. Although the recently filed ATA lawsuit does not challenge the
truck ban, ATA could well have chosen to challenge the ports authority to impose air
standards on mobile sources.

The second aspect of the industry-endorsed program is the development of a
private mechanism, like the privately-developed PierPass program, that would collect a
mitigation fee on harbor drayage trucks that do not meet the CARB standard. This is
obviously quite similar to the CAAP proposal. It differs only in one respect. In our
industry alternative, the funds collected would not be used to leverage public money,
but would be given to a trusted financial institution that would help to underwrite low
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cost loans or lease purchase agreements that would help truckers move into newer and
cleaner equipment.

We feel strongly about the importance of this distinction between our suggested
alternative and the one that has been challenged by ATA. In our aliernative, no public
money, would be used to purchase new frucks. The entire cost of meeting the CARB
mandates would be borne by industry. We simply do not agree with the specious
argument that imposing tailpipe emission mandates on harbor trucks would result in the
decimation of the frucking industry in California. It has been precisely this kind of
thinking that resulted in the concession approaches that are now being litigated, and
which would, ironically, throw out of business many owner-operator truckers, the very
persons that the truck concession plan purports to be helping.

We see no reason for public bailouts using bond money that is financed over 30
years. That money would be better spent on projects like the Alameda Corridor East,
where private money from the railroads is constrained. By the time that money is paid
off, the assets that it bought would be long gone.

A smaller group of importers, including a number of large retailers, went on to try
to put this industry alternative into action when they formed the Coalition for
Responsible Transportation (CRT). CRT members have committed to moving their
freight in trucks meeting the CAAP standard as quickly as possible. Unfortunately some
of the provisions of the Long Beach proposal — in particular its insistence on imposing
fees on trucks that meet the 2007 EPA standard for clean diesel — wouid make it more
expensive for a CRT member to move freight in a new clean diesel truck than in an old,
dirty diesel truck. in the Long Beach iteration of the program, only cargo moving on
LNG would be exempt from the mitigation fee. As a result the Long Beach fee schedule
sends the wrong market message ~ it would keep people in dirty trucks longer than the
proposal offered by industry.

Members of the retail industry have continuously stressed the point that the
CAAP program needs to be fuel neutral. There is no evidence that LNG trucks are
inherently more environmental friendly than clean diesel trucks. The bottom line is that
the State of California needs to regulate tailpipe emissions from harbor trucks, and the
industry, including retailers, needs to find a way to comply with those standards. The
state does not need to spend public money to make this happen. The industry is willing
and able to foot the bill.
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Container Fees and Taxes

The San Pedro Ports and the State of California are both contemplating
assessing a number of new fees and taxes on the movement of shipping containers
through the state of California to fund various programs and efforts. We have already
discussed the San Pedro truck mitigation program above.

In addition to the truck replacement fee, two proposals to pay for road
infrastructure through container fees and taxes have been proposed in the State of
California — one by the San Pedro ports and the other by the California legislature.

As a general matter, NRF supports efforts to develop public-private partnerships
to develop funding streams for infrastructure projects. These funding streams should
include tolls and user fees. NRF's members are not adverse to paying tolls and user
fees.

However we support two key principals when it comes to user fees — first, that
they should be imposed on the actual users of the infrastructure, and second, that they
should not create free-riders.

Both proposals now on the table to use container fees and taxes to fund
infrastructure in the State of California miss these important principals by a wide margin.

The ports have proposed a $30.00 per FEU fee to pay for certain infrastructure
improvements within the ports. NRF supports the infrastructure projects included in this
fee proposal. However, we continue to be concerned, that the ports plan to ask only
containerized trade to fund these projects even though the road is used by break bulk
cargo, project cargo, and citizens in automobiles. In addition the fee proposal would
ask rail users to pay for roads they do not use, and road users to pay for rails. This is
problematic for us, and refutes the view that these fees are “user” fees. We believe
there is a way to structure this proposal to eliminate these inequities and we have
continuously communicated our views to the ports on this subject.

To date our proposals have fallen on deaf ears.

The California Legislature has also recently passed a bill, SB 974, that calls for
the imposition of a $60 container (FEU) fee on cargo owners to fund goods movement
infrastructure and related clean air projects in California. The bill, fails to meet our
general principals for private-public partnerships. In addition, in our view it likely
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violates several provisions of the U.S. Constitution. It is unclear whether this bill will be
signed into law, or if it will be litigated.

Once again we have offered the state alternatives that we know are lawful and
likely will not end up in court challenges, but the legislature insists on moving forward
with a bill that is significantly flawed. The basic parameters of a state-wide
infrastructure program are included in the March 2007 White Paper proposal that is
attached to this testimony.

Conclusion

The National Retail Federation and its member companies in the U.S. retail
industry support environmental mitigation and the development of marine transportation
infrastructure to meet the challenges of growing trade and national and international
commerce. We believe these twin goals are possible and are not mutually exclusive.

We stand ready to work with state, local and federal entities to develop private-
public partnerships that will enhance U.S. competitiveness while at the same time
protecting the environment. We thank the subcommittee for aliowing us this opportunity
to provide our views.

Respectfully Submitted,

f.. ,D)/ s
Steve Pfister

Sr. VP, Government Affairs
National Retail Federation
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Executive Summary

The State of California shares in the economic benefits of the U.S. distribution economy.
But international commerce also raises challenges: growth in the goods-movement industry
requires infrastructure in California sufficient to handle the load; growth leads to road congestion
that negatively affects the same consumers who derive the benefits; and goods-movement
activities have impacts on the environment that must be managed. To ensure its competitiveness
and economic vibrancy, the state must work with stakeholders to adequately address these
concerns and impacts.

Infrastructure Development and Financing

Coordination within transportation corridors can only be achieved by eliminating the
piecemeal action of local governments, port authorities, and regional planning organizations.
Projects must be considered in light of their contribution to the goals of moving freight and
vehicles through an entire transportation corridor. This systemic perspective, which only the
state can provide, must be applied to the prioritization, coordination, and oversight of
infrastructure projects.

We, therefore, urge the Governor and the Legislature to create four trade corridor
authorities to administer and coordinate projects within the four corridors identified in the Goods
Movement Action Plan of January 11, 2007, We charge these authorities with 1) identifying
priority projects within the corridor, and 2} developing financing plans for each project that will
include a mix of options and, where appropriate, involve Public Private Partnerships.

Six major projects within Southern California are high priorities for the goods movement
industry and include such projects as the replacement of the Gerald Desmond Bridge,
improvements to SR-47, and near-dock rail projects.

In putting together public-private partnerships to support and finance priority projects,
and in determining what kind of private participation is appropriate for priority projects, we
believe the following core principles should be followed:

1. The project has to provide specific benefits to specific private stakeholders, The
primary benefits of the project should be improved operational efficiencies,
specifically velocity, throughput capacity, and reliability of freight delivery.

2. The project must have an acceptable return on investment.

3. The project must be considered a capital project under generally accepted
accounting principles.

4. The partnership must be voluntary, led by the state, a corridor authority or a local
project sponsor. An honest partnership may be authorized by legislation, but it
cannot be imposed by legislation.

5. The project must be well coordinated with other corridor projects and the
authority must have the powers necessary to move forward with it.

6. The fees or contributions must be “fire-walled” and used exclusively for the
project. Funds cannot be reallocated to general revenue for the state or other local
governments.
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7. There must be accountability and transparency in the use of project financing.

8. Private contributors should have some role in the governance or oversight of the
project.

9. Private dollars should pay for private benefits, while public contributions should
pay for public benefits.

10. Fees and contributions must be collected from the actual users of the
infrastructure.

Improving the Harbor Drayage Trucking Fleet

The need for environmental mitigation, especially in the San Pedro Basin area, has been

acknowledged by the trade community for years. Real progress has been made by vessels,
terminal operators, railroads, and trucks in responding to the need to reduce air pollution.

Despite this commitment, the public debate has focused on the need to replace and retrofit harbor
drayage trucks. An upgraded harbor drayage fleet is, ultimately, in the industry’s long-term
interest. We hold this view, even though achieving an upgraded fleet will entail higher costs.
This paper outlines a market-driven plan to improve harbor drayage trucks, as follows:

State Emission Standards: The California Air Resources Board (CARB) has embarked
on the dual process of developing diesel emission standards for all truck fleets statewide,
as well as a specific standard for harbor drayage trucks. We support a state-wide
standard only, and charge the state with moving forward with a single standard for
California trucks as quickly as possible.

Early Market-Based Enforcement through Marine Terminals: We urge the Marine
Terminal Operators to use their existing discussion agreement, pursuant to oversight from
the Federal Maritime Commission, for the purpose of privately collecting a mitigation fee
from any harbor drayage truck not meeting the CARB standard as of a certain date prior
to the state’s implementation date for all trucks in California.

Providing assistance to owner-operators for new trucks: The money collected as part
of this fee (after administrative costs) would be put into a “fire-walled” fund for the
purpose of providing assistance to owner-operator truckers in financing retrofit or
replacement of trucks that will be used in harbor drayage. The money should be
managed by a trusted private financial institution selected by the corridor authority for
the purpose of providing low cost loans or lease-to-purchase arrangements for owner-
operators.

Tax incentives for new trucks: We also call upon the state government to consider tax
incentives for owner-operators or trucking firms who purchase new trucks meeting the
CARB standards.

Truck Registration Requirements: We support state legislation that would require
trucks registering in California to meet minimum age standards.
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Introduction

The U.S. economy has transformed itself in the last decade from a manufacturing
economy to a distribution- and information-technology-based economy. National policy over the
last twenty years has been aimed at fostering this change. The U.S. Government continues to
pursue trade policies designed to foster U.S. exports, and open our borders to more imports.

We have no reason to believe these national policies, or the trade growth they have
engendered, will suddenly change or be reversed. Imports from the Pacific Rim will continue to
expand. As our trade policy removes tariff and non-tariff barriers to U.S. exports our outbound
trade will also increase.

These polices benefit all Americans, but most particularly American consumers. Free
trade policies provide exceptional value to American consumers in the form of lower prices and
unparalleled choices in the marketplace.

The new distribution economy also produces a great many well-paying jobs—a
substantial number of them in California. According to the California Marine and Intermodal
Transportation System Advisory Council' one in seven jobs in the State of California is created
by the international distribution chain that moves goods through the state's ports. Many
additional jobs are created by the domestic distribution economy over and above these
international-trade-related jobs.

The State of California shares in the benefits of this vibrant distribution economy.
Because of its geography, the state stands as the primary U.S. gateway to trade with the Pacific,
putting it in a unique position to derive benefits from international commerce.

But international commerce also raises challenges: growth in the goods-movement
industry requires infrastructure in California sufficient to handle the load; growth leads to road
congestion that negatively affects the same consumers who derive the benefits; and goods-
movement activities have impacts on the environment that must be managed. To ensure its
competitiveness and economic vibrancy, the state must work with stakeholders to adequately
address these concerns and impacts.

But the state is constrained in its actions because trade flowing through its ports is, by
definition, interstate and foreign commerce. Not only is this trade protected by international
agreements ratified by the United States and governed by well-established principles of federal
law, but it remains protected by some of the oldest and best understood provisions of the U.S.
Constitution. The impacts of trade—both positive and negative—are felt in the State of
California, but taxes and other limitations on interstate commerce will not serve as the panacea
they are claimed to be. The risks of costly litigation, diversion, and constraints to growth are
real.

There is a great need for the policymakers and leaders of California to work in a true
partnership with the economic interests that use, and largely pay for, the port infrastructure now
in place. Adversarial actions that attack interstate commerce are counterproductive to our shared
goals and future partnerships.

! Growth of California Ports: Opportunities and Challenges, A Report to the California
State Legislature, January 2007
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This paper, endorsed by a number of association stakeholders in international intermodal
transportation, will outline a public-private partnership designed to avoid constitutional pitfalls
and costly litigation. It is largely directed at the California State Government, which in our view
must take responsibility for managing growth around its blue-water ports. In this document we
will outline an approach for public-private partnerships to fund necessary infrastructure, as well
as a program to improve the quality of the trucks engaged in harbor drayage.

Infrastructure Development and Financing

The people of California expressed their support for additional transportation
infrastructure by approving a substantial new bond proposal in the November 2006 election. The
Governor and Legislature have also embraced new principles for the delivery of infrastructure
projects that include the concept of public-private partnerships (PPPs).

Public-private partnerships are not funding streams. They are a method of moving
forward with infrastructure projects. Some projects may be suitable for private funds, others for
alternate forms of public and private financing. Both private funding and private financing can
be pursued in a PPP.

A PPP presupposes that a group of private stakeholders will be sufficiently interested in
the economic benefits® delivered by an infrastructure project to make a financial contribution to
its financing and construction. As such, the notion that a PPP could be “imposed” on private
entities is antithetical to the definition of partnership.

With these concepts in mind, the next steps are to: 1) create the authority to manage
projects, 2) identify the priority projects that will provide economic benefits to private
stakeholders, and 3) decide the appropriate funding streams for each priority project, These steps
must be coordinated by the state.

Establish Corridor Authorities

Governor Schwarzenegger’s Goods Movement Action Plan identifies four principal trade
corridors within the state and makes the argument that the state has an overarching interest in
managing these corridors in a coordinated way.® We agree.

Coordination within transportation corridors can only be achieved by eliminating the
piecemeal action of local governments, port authorities, and regional planning organizations.
Projects must be considered in light of their contribution to the goals of moving freight and
vehicles through an entire transportation corridor. This systemic perspective, which only the
state can provide, must be applied to the prioritization, coordination, and oversight of
infrastructure projects.

We, therefore, urge the Governor and the Legislature to create four trade corridor
authorities to administer and coordinate projects within the four corridors identified in the Goods
Movement Action Plan of January 11, 2007.

? The California Goods Movement Action Plan identifies three main economic benefits of interest o stakeholders:
improved throughput capacity, reliability, and velocity. Section IV does an excelient job of defining these terms.

* Goods Movement Action Plan, State of California, January 2007, pp §-2.
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We envision that these authorities would be led by the state and include other appropriate
public and private freight stakeholders. The purpose of these authorities would be to coordinate
projects identified in the Goods Movement Action Plan, ensure that bond proceeds are spent
appropriately on projects that contribute to the corridor, and to be the lead agency when it is
determined appropriate to use PPPs to finance and deliver priority projects.

Corridor authorities should also take a role in helping to define and support projects that
may require no public support whatsoever, but would reduce truck trips, road congestion, or air
emissions. For example, private railroads have promoted projects that will increase near-dock
rail capacity funded entirely out of private dollars that will have a significant, positive impact on
the transportation corridor. These projects should be identified and supported by corridor
authorities, regardless of their funding arrangements.

Priority Projects

The Goods Movement Action Plan identifies many worthy projects throughout
California’s four major trade corridors. All of these infrastructure needs are pressing, but we are
initially most interested in the projects listed below, all of which are located in the Los
Angeles/Inland Empire region of the state. These projects either already have private dolars
pledged to them (as in the case of near-dock rail), may have received funding commitments from
various public sources (the Desmond Bridge), or would be likely candidates for the creation of
PPPs because they clearly provide improvements to throughput, reliability, and velocity.

These priority projects are:
11. Replacement of the Gerald Desmond Bridge,
12. SR-47 Expressway improvements,
13. I-110/SR-47 Connectors Improvements,
14, 1-710 improvements, potentially including truck-only lanes,

15. The Southern California International Gateway (SCIG), near-dock rail project.
The funding for SCIG has already been identified. SCIG is now undergoing
environmental review. This project could reduce nearly 30 million truck miles
traveled per year on Southern California freeways, and

16. Future modernization and expansion of the existing ICTF near-dock rail facility
located in Los Angeles.
Sources of Funding

Infrastructure projects are funded in a variety of ways. The corridor authority would
have to review each project to determine the best method of financing it. It is not within the
scope of this paper to select the appropriate mechanisms for each of the projects noted above.
They will each require their own mix of funding and financing.

Funding and financing may come from a variety of sources:
17. Revenue Streams:

These would include public sources such as state and federal appropriations, existing
taxes such as sales or gasoline taxes, and tax credits. In addition, revenue streams
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might include private sources, such as direct corporate contributions, and tolls of one
kind or another that might be collected in a variety of ways, but which are directly
related to the use of the infrastructure.

18. Capital Sources:

Projects are also financed by a mix of debt and equity financing. Public sources of
equity financing include federal and state grants and contributions. Private sources of
equity financing include direct corporate underwriting, as is the case with many rail
projects.

Public sources of debt financing include federal and state loans. Private sources of
debt financing include taxable debt and tax-exempt debt as well as innovative
financing mechanisms such as state or federal tax credit bonds.

Clearly some projects such as major rail improvements are likely to be funded through
direct corporate contributions, as opposed to tolls or cargo fees.”

Road and bridge projects might lend themselves to user fees, which would generally take
the form of tolls of one kind or another applied to the actual users of the infrastructure. Tolls can
be collected in a variety of ways that will not contribute to congestion or idling trucks. In
addition, we recognize the controversy over tolls, but we believe that tolls are an important part
of the mix of funding solutions and must be considered. Of course it is critical that market
mechanisms be put in place to ensure that tolls on trucks are included in freight rates.

Principles for Private Funding and Financing

As noted above, it is premature in this document to outline the specific funding and
financing sources for the priority projects enumerated above. Some of these projects have not
yet entered the design phase. Some are well defined and all that is necessary is the creation of an
authority to begin the process of putting together the various sources of public and private
financing.

In putting together public-private partnerships, and in determining what kind of private
participation is appropriate, we believe the following core principles should be followed:

1. The project has to provide specific benefits to specific private stakeholders. The
primary benefits of the project should be improved operational efficiencies,
specifically velocity, throughput capacity, and reliability of freight delivery.

2. The project must have an acceptable return on investment.

3. The project must be considered a capital project under generally accepted
accounting principles.

4. The partnership must be voluntary, led by the state, a corridor authority or a local
project sponsor. An honest partnership may be authorized by legislation, but it
cannot be imposed by legislation.

* Although the Alameda Corridor uses a cargo toll, the railroads have largely preferred to make direct
corporate contributions to projects. The Alameda Corridor is unique among major rail projects in that it charges a
rail toll,
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5. The project must be well coordinated with other corridor projects and the
authority must have the powers necessary to move forward with it.

6. The fees or contributions must be “fire-walled” and used exclusively for the
project. Funds cannot be reallocated to general revenue for the state or other local
governments.

7. There must be accountability and transparency in the use of project financing.

Private contributors should have some role in the governance or oversight of the
project.

9. Private dollars should pay for private benefits, while public contributions should
pay for public benefits,

10. Fees and contributions must be collected from the actual users of the
infrastructure.

How These Principles Might Affect Funding Streams

Given the ongoing controversy about container taxes and tolls, we believe it might be
useful to consider how well such revenue proposals meet the principles enumerated above,
recognizing that these options for funding infrastructure may not be suitable or appropriate for
every project.

Container faxes: Virtually all of the broad-based container tax proposals recently
offered in California, including those by the Legislature, fail to meet one or more of the
principles noted above. In particular, most container tax proposals have not been tied to specific
projects, do not preserve the concept of “user pays,” and are not voluntary. In addition, these
proposals run afoul of the constitutional ban on taxation of interstate commerce and international
treaty obligations.

Tolls: While tolls remain a clearly legal source of revenue and an alternative to litigating
the constitutionality of container taxes, policymakers and advocates have shied away from this
traditional method of assessing user fees on roads and bridges.

There are many arguments against the use of tolls: First, local authorities in Southern
California have no tolling authority. Second, the imposition of tolls on automobiles and local,
domestic trucking, even though they are users of the infrastructure, is less politically attractive
than simply placing a fee on an anonymous container. Third, many are concerned that tolls
would put hardship on owner-operator truckers. And finally, many worry about traffic diversion.

While these are important concerns, we do not believe that any of them merits summarily
taking tolls off the table, especially since tolls would meet the principles above.

This is not to say that any toll would automatically meet the standards. For instance, tolls
are only fair if they are universally applied to all users of the infrastructure in question. This
point is one of the central principles noted above. Therefore, neither truck-only tolls to fund
improvements to the entirety of the I-710, nor the imposition of a toll on containers that travel by
rail to fund the Desmond Bridge replacement would be acceptable under the “user pays”
principle.

In addition, much has been made about how tolls would hurt truck owner-operators, We
are sympathetic to the concerns of truckers on the issue of tolls. However, we believe market

5
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forces and the cooperation of freight industry stakeholders will ensure that tolls on trucks will be
passed along in the form of higher trucking rates or surcharges.

We see rates continuing to climb for a variety of reasons. The shortage of quality truckers
is already driving up rates. The distribution economy depends on harbor drayage trucking so
customers will pay higher rates to cover toll expense verses the option of not having harbor
drayage truckers available.

The state will need to create corridor authorities in Southern California and elsewhere
that have the authority to collect tolls, These user fees would meet the principles enumerated
above and are universally recognized as a legal method for raising infrastructure development
revenues. Most important, a fee ascribed directly to the use of the infrastructure will always fall
fairly on all users.

Table I, below, shows how the PPP principles laid out above come into play in different
ways for different kinds of projects. The Alameda Corridor is an example of a PPP, where the
imposition of a user fee or toll is on a per container basis. The Southern California International
Gateway (SCIG) project is a PPP where a project sponsor self-funds the entirety of the project
improvements. The prospective of a Gerald Desmond Bridge toll is an example of how a
traditional funding mechanism for bridge improvements would fit the general principles for PPPs
previously enumerated.

Table I
Alameda Corridor SCIG Desmond Bridge
(Existing Fee) (Private RR Funds) (Toll)
Clearly YES. YES. YES.
'dr?;‘ at;zed The Alameda Creating a new near-dock | The bridge is a bottieneck for
g enefits corridor provides rail yard would improve trucking and cars accessing
velocity and velocity and throughput, Terminal Island. Replacing
throughput. ltalso | and provide much- the bridge would increase
reduces congestion. | needed capacity. freight velocity. It would also
reduce congestion.
Acceptable MAYBE. Railroads | YES YES
ROI Zziéh:o?f?;cgo; Based on identified revenue
ositive ROI streams, a toll could provide
P : an acceptable ROI,
Capital Project | YES YES YES
Voluntary YES. YES. YES.
The users of the This is a private project. Only the users of the Bridge
corridor pay a fee, would pay a fee.
Coordinated YES. YES. YES.
The Alameda 1t will be privately built Under our proposal we would
Corridor with approval from the support a corridor authority to
Transportation Port Authority of Los perform this function,
Authority manages | Angeles.
the project
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Alameda Corridor SCIG Desmond Bridge
(Existing Fee) {Private RR Funds} {Toll)

“Fire-walled” YES. YES. YES.

The money is used Revenues are required to
for the corridor and remain within the authority.
no other purpose

Transparency | YES NO. YES.

It's a private project. With the authority undertaking
the project, there would
accountability as it is public
financing and open to public
scrutiny.

Private NO YES. UNKNOWN.

Governance We would propose that there
be a role for private interests
in the corridor authority
commensurate with
investment levels.

Private $ for YES. YES. YES

private benefit

Private stakeholders
are paying for a
private benefit.

More than haif of the
funding for the
corridor came from
private sources.
There is some
public money, and
the public benefits
from less
congestion.

No public money is
involved in this project.
The benefit is private and
the money is private.

$300 million in federal money
has already been earmarked
for the project as the project
yields substantial public
safety and congestion relief
benefits.

The private contribution has
not yet been identified, but
will reflect the benefits o the
private sector of increased
throughput and velocity.

User Pays?

YES. Thefeeis
applied ONLY to
containers moving
on the corridor. The
fee is collect by
railroads and
passed on to
shippers.

YES, achieved through
transportation rates. The
new facility is a cost of
doing business

YES.

Under a toll every passenger
vehicie and every truck that
used the bridge would pay a
toll for the privilege of that
use.

Funding Form

Container Toll

Privately Paid For

Traditional Toll on vehicles
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Improving the Harbor Drayage Trucking Fleet

The need for environmental mitigation, especially in the San Pedro Basin area, has been
acknowledged by the trade community for years. In light of this acknowledgement, real progress
has been made by vessels, terminal operators, railroads, and trucks in responding to the need to
reduce air pollution. These efforts focus on reducing emissions directly from sources of air
pollution such as locomotives, yard equipment, vessels, and trucks.

In addition, the port authorities continue to pursue aggressive air emissions plans and are
negotiating terminal leases that will, over time, further reduce emissions from yard equipment,
locomotives, and vessels. Many millions of private dollars have been and will continue to be
spent to meet new standards and new lease requirements. These private efforts have reduced air
emissions substantially. We are confident that the ocean carrier, railroad, marine terminal
operator (MTO), and harbor drayage communities will continue to make improvements in this
area, and will continue to invest in technology to reduce air pollution.

Shippers and cargo owners using the intermodal container freight system do not generally
own or operate trucks, terminal equipment, ocean vessels or locomotives, so they do not have the
opportunity to directly effect change. Shippers and cargo owners do, however, pay for
environmental mitigation through higher shipping rates, and, in some cases, through special
surcharges or fees. Many shippers have also instituted vendor quality standards that include
environmental mitigation.

Despite the existing commitment of the industry to reducing environmental impacts of
commerce, the public debate has focused on the need to replace and retrofit harbor drayage
trucks.

A few statistics about this fleet are merited. According to the California Air Resources
Board (CARB) there are approximately 12,000 harbor drayage trucks in the state, representing
less than 5% of the over 250,000 heavy-duty trucks registered in California. More accurately,
given CARB’s recent estimates that 600,000 to 700,000 trucks are working on California’s
highways on any one given day, including out-of-state registrants, the harbor drayage fleet is less
than 2% of total trucks operating in the State of California. In addition, although many have
charged that this fleet is old and dirty, CARB has also estimated that the average age of trucks
used in harbor drayage is 12.9 years, while the average age of trucks throughout the state is 12.2.

These facts underscore that only a statewide or national solution will make a significant
contribution to improved air quality throughout the state. To that end, while the state should
maintain its focus on improving all truck emissions, it is our intention to use market forces to
make substantial and immediate contributions to improved air quality at and near the ports. An
upgraded harbor drayage fleet is, ultimately, in the industry’s long-term interest. We hold this
view, even though achieving an upgraded fleet will entail higher costs.

The basics of our proposal to improve the harbor drayage fleet are outlined below. Many
details of this approach will have to be hammered out with the Federal Maritime Commission
and the State of California. But the approach, which combines government standards and market
inducements, would, we believe, significantly improve the harbor drayage trucking fleet over a
relatively short period of time. It would also increase trucking rates. Like many changes, it
would have some short-term disruptions, but we are confident that the market would adjust
relatively quickly to these changes.
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State Emission Standards For Trucks

The California Air Resources Board (CARB) has embarked on the dual process of
developing diesel emission standards for all truck fleets statewide, as well as a specific standard
for harbor drayage trucks. We support a state-wide standard only, and charge the state with
moving forward with a single standard for California trucks as quickly as possible. We would
expect this standard to specify accepted levels of emissions by type as well as an effective date
for the standard. Because of the urgency, we recommend a short, but reasonable phase-in period.
We also anticipate that trucks retrofitted with emissions reduction technology would meet the
new standard.

Early Market-Based Enforcement through the MTOs

We urge the Marine Terminal Operators to use their existing discussion agreement,
pursuant to oversight from the Federal Maritime Commission, for the purpose of collecting a
mitigation fee from any harbor drayage truck not meeting the CARB standard as of a certain date
prior to the state’s implementation date for all trucks in California.

This fee would be assessed on the trucking company and applied every time the non-
standardized truck enters the terminal gate. The fee would be set at a level that would induce
harbor drayage truckers to upgrade their trucks faster by either replacing or retrofitting them with
emissions-reducing-technology such as hydrogen conversion units or diesel particulate filters
(DPF). To drive compliance as fast as possible, the fee should be progressive so that after a
period of time it becomes too expensive for harbor drayage truckers not to comply. The fee
would phase-out entirely at that point when the statewide standard becomes mandatory on all
trucks. Consideration needs to be given to managing the process for both in-state and out-of state
registered trucks that have a need to enter the ports to do business. We would expect the state
and the private sector to undertake an analysis to determine what level of fee would be necessary
to create an inducement to retrofit or replace a truck.

Where Would the Money Collected as Mitigation Fees Go?

The money collected as part of this fee (after administrative costs) would be put into a
“fire-walled” fund for the purpose of providing assistance to owner-operator truckers in
financing retrofit or replacement of trucks that will be used in harbor drayage. The money
should be managed by a trusted private financial institution selected by the corridor authority for
the purpose of providing low cost loans or lease-to-purchase arrangements for owner-operators.
Since the funds will be used to support modernization of the harbor drayage fleet, the trucking
community would be asked for their views on how best to manage these funds so they provide
the greatest help possible for owner-operators who want to upgrade trucks used in harbor
drayage.

Tax Incentives For New Truck Purchases

We also call upon the state government to consider tax incentives for owner-operators or
trucking firms who purchase new trucks meeting the CARB standards. In addition, several of
the groups ascribing to this position paper have been working with the federal EPA on
developing federal legislation that would encourage the purchase of cleaner burning trucks
nationwide.
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California Truck Registration Legislation

We support state legislation that would require trucks registering in California to meet
minimum age standards. Such standards would move the older fleet off the roads more quickly.
The California Trucking Association is also considering a program that would help truckers
move the oldest trucks off the road first. We endorse this concept.

Market Forces

Many policymakers and leaders in California seem to believe that establishing new
standards for trucks will not work. Often, critics of this approach have suggested that we cannot
possibly impose new truck standards simultaneously with the Transportation Worker
Identification Card (TWIC) mandated by the Marine Transportation and Security Act of 2002,
The argument is that these two things, taken together, would so disrupt the market that harbor
drayage trucking would cease to exist, leaving no one to pick up freight.

This unfounded fear has been the driving force behind proposals to assess
unconstitutional taxes on interstate commerce to fund expensive programs to put every harbor
drayman into a new or retrofitted truck. Some have even gone so far as to suggest that the best
solution would be to put governmental agencies into the business of running private harbor
drayage truck fleets—a move that is not likely to improve efficiency, and which would also raise
new liability issues for the government.

We have some difficulty understanding why policymakers and leaders believe
government central planning, or government-run harbor drayage truck fleets would be any more
efficient than a market driven adjustment to new standards. This is especially true given the fact
that our proposal would seek private enforcement and incentives to meet the standards set by
these same policymakers and leaders,

Equally important, the implementation of the TWIC program should not be used as an
excuse for abandoning market-based principles and mechanisms. TWIC is an important and
necessary standard to improve the security of ports and containers. This benefit of TWIC should
not be underestimated. The market will adjust to the TWIC program, and it will adjust to new
environmental standards on harbor drayage trucks. The market is capable of adjusting to both
changes simultaneously.

Because the ability to move freight through Southern California is critical to the U.S.
economy, the private sector will find harbor drayage truckers who can meet the new standards.
Those truckers will have better equipment, they will ultimately be TWIC certified, and they will
undoubtedly charge higher rates for their services than is now charged for harbor drayage
trucking.

The financial burden will automatically be passed along to the beneficial cargo owners
who will need to pay higher harbor trucking rates in order avoid disruptions to the supply chain.
It is also in the cargo owners’ best interests to minimize any disruption in the flow of containers
off the terminals that may result from new standards that affect harbor drayage trucking. There
is, therefore, no reason to assume that new standards aimed at improving the quality of either
harbor drayage trucks or trucks statewide would suddenly result in chaos.

When the federal government imposed hours of service regulations on trucks, the private
sector adjusted. When the PierPass traffic mitigation fee was launched, the much-anticipated
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exodus of truckers never materialized. When the federal government imposed gas-mileage
standards on Detroit, the auto industry quickly learned how to comply and car prices didn’t go
through the ceiling.

The state has a responsibility to set standards on the exhaust emissions of trucks
operating in California if it believes these vehicles are causing public health problems, Any
other position is untenable.

We urge the state to take responsibility for this urgent matter, and end the fruitless debate
with respect to massive truck buyout programs that will only end up wasting hundreds of
millions of taxpayer and private industry dollars and lead to years of litigation.

Conclusion

We believe the State Government in California has taken several positive steps with
respect to infrastructure financing and improving the harbor drayage truck fleet. We support
those efforts and we call on the Governor and the State Legislature to take the following
additional actions: 1) establish corridor authorities to pursue the delivery of priority projects
through a variety of financing options, 2) create tolling authorities where necessary, 3) adopt a
state-wide diesel emission standard for trucks, and 4) establish a state-wide truck registration
program to move older trucks off California’s highways.

We stand ready to work with the state to accomplish these important goals.
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Thank you on behalf of the Retail Industry Leaders Association (RILA) and the California Retail
Association (CRA) for holding this important hearing. RILA and CRA understand the
importance of port development and the environment. Our member companies have met with the
ports on several occasions over the past year. RILA testified before the commission members at
the public stakeholders meeting held on October 12, 2007, and remains committed to working
with the ports to develop solutions fo the challenges that both the ports and industry will face in
the implementation of the Clean Truck Program.

The Retail Industry Leaders Association promotes consumer choice and economic freedom
through public policy and industry operational excellence. Its members include the largest and
fastest growing companies in the retail industry — in addition to product manufacturers, and
service suppliers, which together account for more than $1.5 trillion in annual sales. RILA
members provide millions of jobs and operate more than 100,000 stores, manufacturing facilities
and distribution centers domestically and abroad.

The California Retailers Association is a trade association representing major California
department stores, mass merchandisers, supermarkets, chain drug and convenience stores, as
well as specialty retailers such as auto, book and home improvement stores. CRA members have
more than 9,000 stores in California and account for more than $100 billion in sales annually.

Both RILA and CRA members are committed to environmental sustainability and are leading
industry efforts in this crucial area. Seven retailers were recently recognized by the
Environmental Protection Agency (EPA) with 2007 SmartWay Transport Partnership Excellence
Awards. Companies have taken steps to require their carriers to reduce carbon footprints and
increase the number of carriers with environmentally friendly operations since partnering with
the EPA. The SmartWay program highlights two important points that have been raised by our
organizations when working with the southern California ports and local leaders throughout this
process. First, with clear standards the market can accelerate progress in creating an
environmentally sustainable intermodal transportation system. Second, public-private
partnerships are important elements for successful environmentally friendly transportation
programs.

Clean Truck Fee:

The Clean Truck Program as implemented at the ports of Los Angeles and Long Beach is an
ambitious plan to mitigate the environmental impact of drayage truck operations at the ports, We
commend both ports and, as members of the community, we share the ports’ commitment to
reducing diesel emissions in the South Bay Area.

Our member companies have responded to the ports’ challenge and are in the process of
upgrading their fleets. Specifically, several retailers including Target Corporation, Lowe’s
Companies, Inc., The Home Depot, Inc., and Nike, Inc. have been instrumental in the creation of
the Coalition for Responsible Transportation (CRT). The CRT is a program whereby importers
enter into voluntary agreements with their carriers to pay higher rates to provide financing that
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assists drivers in purchasing new trucks outright or in participating in lease-to-buy programs.
The CRT membership has committed to assist with financing the transition of thousands of
trucks within the next year.

Retailers understand that the volume of trucks involved in drayage operations presents the ports
with a unique challenge. However, we believe that if the ports establish environmental goals, a
timeline for implementation, and measure and manage compliance, the market will adjust and
clean trucks will be put into service at the same rate if not quicker than the CAAP ban deadlines.
The Clean Truck Fee, however, runs the risk of doing the exact opposite by maintaining fees on
trucks even after they have been upgraded into compliance with the plan. The Clean Truck Fee
should apply to trucks that do not meet the standards established by the ports. Any trucks that
meet the standard and timetable should be fully exempt from the Clean Truck Fee.

Additionally, the administrative challenges the ports will face are significant; as they take on a
fiduciary role in the financing of trucks they neither own nor operate. Finally, elements of the
Clean Truck Fee could conflict with the federal government’s traditional role of setting policy
governing interstate commerce.

Infrastructure Fees:

Both ports are close to reaching capacity and will require investment to enable growth, We
support much needed investments in port infrastructure that will enhance capacity and efficiency,
and will continue to be a strong advocate at all levels of government. We strongly urge Congress
to increase funding for port infrastructure as it considers reauthorization of the Transportation
Equity Act next year.

Congestion at critical ports of entry, including the ports of Los Angeles and Long Beach, not
only slow the movement of goods to and from the ports, but as South Bay residents know all too
well, have serious impacts on the community.

We believe that any fees assessed should be uniformly applied to all port users and beneficiaries,
and that the revenue derived should be spent only on projects that are associated with the fee’s
purpose. Further, fees should be assessed based on a uniform measurement of volume, not the
value of cargo or solely on twenty-foot equivalent unit’s (TEU), as some have suggested.

All port users and beneficiaries have a role to play in its improvements, and any infrastructure
fee should be applied uniformly.

Licensed Concessionaires:

We support the intent of the program to increase the quality of drivers. The concessionaire
requirement in Los Angeles, which imposes an employee mandate, wouid limit the legitimate
small business from operating at the port, thereby reducing driver capacity at a time when the
ports’ volumes are significant. We are grateful that the port of Long Beach’s concession plan
does not ban the use of independent owner operators at the ports. We have recommended that the
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ports adopt a drayage truck driver licensing program, which would improve driver quality
without the unintended consequences that an employee mandate will produce. Drivers would be
required to meet the ports’ standards in the areas of security (TWIC or similar equivalent),
safety/maintenance, insurance, and environmental compliance. Licensed motor carriers would be
required under the licensing agreement to clearly demonstrate that all trucks and independent
owner operators under contract meet or exceed the emission standards set forth by the ports.
Such a program would allow the port to have oversight of the drayage workforce without the
administrative and financial burden that the employee-concessionaire proposal would entail.

Conclusion

Our member companies are committed to environmentally sustainable transportation operations.
We recognize the challenges facing local port authorities, the state of California, and the U.S.
Congress. A partnership between the federal, state and local governments and the private sector
is the most logical and effective means to address the challenges facing our nation’s ports. We
look forward to continuing to work with Congress as well as state and local authorities to
develop solutions that will meet these important challenges.
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