B The image part with ralationship ID r1d3 was not found in the file.

Ports and Terminals -
An International Perspective

U.S. Department of Transportation

MARITIME ADMINISTRATION

Tonyvrlﬁ'»édi'lla

September 14, 2015




E The image part
with

relationship ID:
#1d3 was not
found in the
Fle.

Mission

To foster and promote the merchant maritime industry of the United
States to ensure the Nation’s economic and national security.

Vision

To achieve cargo readiness and infrastructure priorities for the U.S.
Marine Transportation System by developing and sustaining
organizational excellence and effective advocacy.

U.S. Department of Transportation

Mission
-programs and initiatives, ranging from ship-financing, ship operations, ship
recycling, manpower, port development.

Vision
-cargo readiness and infrastructure priorities for MTS (Jones Act vessels)
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Strategic Goals

® CARGO: Develop domestic and international transportation opportunities to modernize
and sustain a competitive commercial U.S.-flag fleet that ensures the Nation’s economic
and national security.

® READINESS: Ensure the availability of a capable U.S. Merchant Marine Fleet with
modern U.S.-flag vessels, skilled labor and global logistics support to meet national
maritime transportation requirements in peacetime emergencies and armed conflicts.

¢ INFRASTRUCTURE: Support the development of America’s ports, shipyards and
related intermodal infrastructure as key integrated components of an efficient, resilient
and sustainable national transportation system and freight network.

® ADVOCACY: Advance awareness of the necessity and importance of a strong U.S.
Marine Transportation System.
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Organizations of Programs

Maritime
Administrator

. Infrastructure 1. Ship Operations
1. Environmental . Marine Highways 2. Emergency

. Deepwater Ports Preparedness

. Shipper Outreach 3. Sealift Support

. Gateway Offices 4. Ship Disposal

1. Financial Approvals/ins.

2. Marine Financing

3. Cargo Preference/
Domestic Trade

4. Workforce Development

5. Shipyards/Marine
Engineering

Under the Administrator there are four (4) Offices run by an Associate Administrator
with responsibilities as listed below by the respective Office. The four main pillars of
MARAD are 1) Environment and Compliance, 2) Intermodal System Development, 3)

National Security, and 4) Business & Workforce Development.

This brief will not only cover the roles and functions of MARAD, but will focus on this
Agency’s support of the MDA enterprise and its National Security function.



Gateway Offices

Here's were the Gateway Offices are located to strategically support the Nation’s
maritime industry.
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R CARGO: U.S. Merchant Marine

Cargo Preference

* Cargo moving internationally by water funded by the Federal Government must go, to the extent required by
the respective law, on a U.S.-flag vessel

* ForFY 2012 this program generated $3.7 billion in revenue support for the U.S.-flag fleet

* Compliance and enforcement — Greatest challenges

Jones Act

* Cargomoving on U.S, domestic waters must move 100% on U.S.-flag/Tones Act qualified vessels
* Jones Act vessels must be U.S. built, U.S. Flagged and U.S. citizen crewed

* DHS Controls waivers. MARAD role is checking vessel availability

Title XI Loan Guarantee Program

* Promotes growth and modernization of the U.S. Merchant Marine and U.S. shipyards by providing additional
opportunities for vessel construction

* Current Title XI Portfolio: $1.8 billion supporting 39 Loan Guarantees representing 21 companies

* Current Subsidy Available: There is $38 million available which equates to approximately $420 million to
support potential applications

]
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U.S.-Flag Privately-Owned Fleet*
1946-2014
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* Ocean-Going, Self-Propelled, Cargo Carrying Ships, over 1,000GT.

Major Actions

» Merchant Ships Sales Act of 1946

» Cargo Preference Act of 1954

* Merchant Marine Act of 1970

» End of new shipbuilding and operating subsidy contracts

» Food Security Act of 1985

+ Qil Pollution Act of 1990

» Maritime Security Act of 1996 (M SP-47)

» Maritime Security Act of 2003 (M SP-60)

* Moving Ahead for Progressin the 21st Century Act (MAP-21)

Numerous legidative and policy initiatives over the decades have been implemented to support U.S.-flag
vessel and shipbuilding services, both in the foreign trades and domestically. The success of these efforts
has been mixed. The incredible surge in U.S. shipbuilding during WW2 stands out as one of the great
achievements in world history, made possiblein large part by the groundwork laid by Merchant Marine
Act of 1936.

Following the war, however, the Merchant Ship Sales Act of 1946 authorized the sale of alarge portion of
the over 3,500 government-owned ships built during the war to domestic and foreign commercial buyers.
This action enabled the rapid rebuilding of U.S. commercial fleet, but also the fleets of other nations. By
1951, the number of shipsin the U.S.-flag privately-owned fleet had grown to its peak of 1,242 ships.
Since then, the number of shipsin the U.S. fleet has fallen steadily, athough the carrying capacity (as
measured in Gross Tons) continued to grow until 1988 as average vessel sizesin the world fleet

increased.

It isimportant, however, to disaggregate the fleet into components by vessel type. In the case of dry
cargo vessels, many of which are supported by the MSP and previously by ODS, the drop in numbers and
capacity isless severe. Tankers, on the other hand, have experienced much greater reductions.



U.S.-Flag Privately-Owned Fleet
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e International Trends & Challenges

Global Economic Trends (Demand)

- Rising Middle Class / GDP Per Capita
- Energy and Food Security

- Developing and Frontier Economies

Increased Trade Volumes (Supply)

- Trade Agreements (TTIP, TPP, TISA, TFA)

9

U.S. Department of Transportation




Globalized production of
"maritime transport”
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6. Financing

7. Classification
8. Insurance services (P&I)
9. Seafarers

10. Container terminal operators
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Globalized production of
"maritime transport”

Korea and China
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8. Insurance services (P&I)
9. Seafarers

10. Container terminal operators
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Globalized production of
"maritime transport”
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Greece, Japan:

6. Financing

7. Classification
8. Insurance services (P&I)
9. Seafarers

10. Container terminal operators
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Globalized production of
"maritime transport”

eSS

Panama, Liberia,
Marshall Islands:
42%

1 4. 5.
Building Operation Scrapping

6. Financing

7. Classification
8. Insurance services (P&I)

9. Seafarers

10. Container terminal operators

13



Globalized production of
"maritime transport”

eSS

Denmark and
Switzerland
30%

4. \
1. 3. Operation 5.
Building Registration (container Scrapping

ships)

6. Financing

7. Classification
8. Insurance services (P&I)

9. Seafarers

10. Container terminal operators
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Globalized production of
"maritime transport”

India, ) ‘.;' g
Bangladesh, :
China, Pakistan
92%
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6. Financing

7. Classification
8. Insurance services (P&I)

9. Seafarers

10. Container terminal operators
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Globalized production of
"maritime transport”

eSS

Financial and
other services:
UK, Scandinavia

7. Classification
8. Insurance services (P&I)
9. Seafarers

10. Container terminal operators
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Globalized production of
"maritime transport”
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Philippines,
Indonesia, ...
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Globalized production of
"maritime transport”

Hong Kong, e o
Netherlands, '
Singapore, UAE:
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T International Trends & Challenges (Cont’d)

Trade Facilitation and Connectivity Challenges
Logistics and Infrastructure
- Liner Shipping Connectivity Index (UNCTAD)
- Logistics Performance Index (World Bank)
- Port Productivity Measures (JOC)

- Built environment
- Throughput Delays / National KPIs

19

U.S. Department of Tmspnﬂaﬁhl

The rankings included in this reportare based on seven elements provided by
ocean carriers representing more than 75 percent of global capacity. Those data
points are: vessel name, terminal name, port city, port country, berth arrival,
berth departure and number of moves (including lift-ons, lift-offs and re-stows).
Berth arrival and departure refer to lines down and lines up — that is, the actual
arrival and departure of the ship at berth. The calculation of moves per hour
between these two times is referred to as unadjusted gross berth productivity.
It’s the same calculation for all 483 terminals and 771 ports the JOC evaluates,
allowing for basic apples-to-apples comparison globally. The data enters a data
warehouse in standardized format so that it’s accessible for reports, rankings,
analysis and other uses.

Interaction with global carriers resulted in data whose definitions are consistent
across all carriers. Rankings were determined by analyzing more than 125,000
port calls in 2014.

Productivity is defined as the average of the gross moves per hour for each call
recorded in 2014. Gross moves per hour for a single vessel call is defined as the
container moves (onload, offload and repositioning) divided by the number of
hours the vessel is at berth.

For more information on purchasing the underlying data or to learn more about
our Port Productivity Subscription Report, which provides in-depth industry
market analysis, visit www.joc.com/port_productivity.



http://www.joc.com/port-news/port-productivity/asian-mideast-ports-maintain-port-productivity-lead_20150609.html
http://www.joc.com/port_productivity
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Country Name v 2008 2009 2010 2011
China 137375452 132.467477) 143565314 152,06
Hong Kong SAR, China 108.775353 104.473311) 113.596848 115.27]
ingap 944679227 99.4744036) 103.76191 105.02
Korea, Rep. 76.396375 86.6719234 82.6138605| 92.02
laysi 77.600104 81.2143519) 88.1434274 90.96]
United States 824504287 824311602 83.795224 8163
iapan 66.6344861 66.3295799) 67.4332083 67.81]
IVietnam 18.7323427 26.3870689) 31.363308 29.71]
icanada 34.277672 413418341 42.38529 38.41]
(Thailand 36.4808471 36.7823708 43.7585561 36.7]
Mexico 31.1650182 31.8918701) 3634781 36.09
laustralia 38.2068172 28.8029995| 28.1086697, 28.34
lIndonesia 24.8467706 25.6764919) 25.6013457, 25.01,
iChile 17.4154697 18.8399089 22.0520001] 22.76
Peru 17.3822807 16.9584085] 21.7852404 2118
Russian Federation 15.313503| 20.6372687| 20.8754769| 20.64
Philippines 30.2614261 15.8969067] 15.1855167) 18.56
NewZealand 20.4798114 10.5891071) 18.3797164 185
Papua New Guinea 6.92488231 6.58064337] 6.37750258 8.83
Brunei Darussalam 3.6785218) 3.9414997. 5.12409292] 4.68] 20
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The international score uses six key dimensions to benchmark countries'
performance and also displays the derived overall LPI index. The scorecard
allows comparisons with the world (with the option to display world's best
performer) and with the region or income group (with the option to display the
region’s or income group's best performer) on the six indicators and the overall
LPl index.

The logistics performance (LPI) is the weighted average of the country scores on
the six key dimensions:

1) Efficiency of the clearance process (i.e., speed, simplicity and predictability of
formalities) by border control agencies, including customs;

2) Quality of trade and transport related infrastructure (e.g., ports, railroads,
roads, information technology);

3) Ease of arranging competitively priced shipments;

4) Competence and quality of logistics services (e.g., transport operators,
customs brokers);

5) Ability to track and trace consignments;

6) Timeliness of shipments in reaching destination within the scheduled or
expected delivery time.

The scorecards demonstrate comparative performance—the dimensions show
on a scale (lowest score to highest score) from 1 to 5 relevant to the possible
comparison groups—of all countries (world), region and income groups.




PPI

The rankings included in this reportare based on seven elements provided by ocean
carriers representing more than 75 percent of global capacity. Those data points are:
vessel name, terminal name, port city, port country, berth arrival, berth departure and
number of moves (including lift-ons, lift-offs and re-stows).

Berth arrival and departure refer to lines down and lines up — that is, the actual arrival
and departure of the ship at berth. The calculation of moves per hour between these
two times is referred to as unadjusted gross berth productivity.

It’s the same calculation for all 483 terminals and 771 ports the JOC evaluates, allowing
for basic apples-to-apples comparison globally. The data enters a data warehouse in
standardized format so that it’s accessible for reports, rankings, analysis and other uses.
Interaction with global carriers resulted in data whose definitions are consistent across
all carriers. Rankings were determined by analyzing more than 125,000 port calls in
2014.

Productivity is defined as the average of the gross moves per hour for each call recorded
in 2014. Gross moves per hour for a single vessel call is defined as the container moves
(onload, offload and repositioning) divided by the number of hours the vessel is at
berth.

For more information on purchasing the underlying data or to learn more about our
Port Productivity Subscription Report, which provides in-depth industry market analysis,
visit www.joc.com/port_productivity.
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e World Bank’s Logistics Performance Index
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The international score uses six key dimensions to benchmark countries'
performance and also displays the derived overall LPI index. The scorecard
allows comparisons with the world (with the option to display world's best
performer) and with the region or income group (with the option to display the
region’s or income group's best performer) on the six indicators and the overall
LPl index.

The logistics performance (LPI) is the weighted average of the country scores on
the six key dimensions:

1) Efficiency of the clearance process (i.e., speed, simplicity and predictability of
formalities) by border control agencies, including customs;

2) Quality of trade and transport related infrastructure (e.g., ports, railroads,
roads, information technology);

3) Ease of arranging competitively priced shipments;

4) Competence and quality of logistics services (e.g., transport operators,
customs brokers);

5) Ability to track and trace consignments;

6) Timeliness of shipments in reaching destination within the scheduled or
expected delivery time.

The scorecards demonstrate comparative performance—the dimensions show
on a scale (lowest score to highest score) from 1 to 5 relevant to the possible
comparison groups—of all countries (world), region and income groups.
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The rankings included in this reportare based on seven elements provided by ocean
carriers representing more than 75 percent of global capacity. Those data points are:
vessel name, terminal name, port city, port country, berth arrival, berth departure and
number of moves (including lift-ons, lift-offs and re-stows).

Berth arrival and departure refer to lines down and lines up — that is, the actual arrival
and departure of the ship at berth. The calculation of moves per hour between these
two times is referred to as unadjusted gross berth productivity.

It’s the same calculation for all 483 terminals and 771 ports the JOC evaluates, allowing
for basic apples-to-apples comparison globally. The data enters a data warehouse in
standardized format so that it’s accessible for reports, rankings, analysis and other uses.
Interaction with global carriers resulted in data whose definitions are consistent across
all carriers. Rankings were determined by analyzing more than 125,000 port calls in
2014.

Productivity is defined as the average of the gross moves per hour for each call recorded
in 2014. Gross moves per hour for a single vessel call is defined as the container moves
(onload, offload and repositioning) divided by the number of hours the vessel is at
berth.

For more information on purchasing the underlying data or to learn more about our
Port Productivity Subscription Report, which provides in-depth industry market analysis,
visit www.joc.com/port_productivity.
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Enabling Trade
Valuing Growth
Opportunities

Regarding GDP, this recently released study done by the World Economic Forum (in
collaboration with the World Bank and Bain & Co.) found that trade facilitation (i.e.,
improving supply chain efficiency) is much more effective in trying to increase GDP
than the traditional approach of reducing tariffs. In fact, the study finds that
reducing tariffs only increases global GDP by $ 0.4 trillion (0.7%) and increases
exports by $ 1.1 trillion (10.1%).

In comparison, if countries only focused on tackling two main supply chain barriers —
that is (1) improving border administration (things like customs procedures,
import/export documentation, and regulations), and (2) improving physical
infrastructure, then global GDP would increase by 2.6 trillion (4.7%) and exports by
USS 1.6 trillion (14.5%).

The bottom line: Focus on supply chains efficiencies to spur economic growth...that’s
where the money is.

23



37t APEC TRANSPORTATION WORKING GROUP MEETING
Ho Chi Minh City - Viet Nam, 8%-12" April, 2013
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Asia-Pacific APEC
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Border

R hcCa administration

1. Domestic and 2. Efficiency of 5. Availability and 8. Regulatory
foreign market customs quality of transport  environment
access administration infrastructure - Investment policy
- Quotas - Hiring foreign workers
- Import fees — not taritis 3. Efficiency of 6. Availabllity and ~ ~ Other regulatory

‘L“-g ‘Ja" 5:“:"05?’ import-export quality of transport  (including trade finance)
- LOoCal conten -

requirements procedures services
- Rules of origin (e.g. coordination between 9. Physical security
- Technical, sanitary and  border agencies; ; i

phytosanitary measures  administration burden of 7. Aval!ablllty ar,]d

or other requirements complying with standards) use of information

- Import/export licenses

4. Transparency of
border administration

(e.g facilitation payments)

and communication

technologies
(e.g. tracking, electronic-
tolls, communication)

Again, the 2 most important areas countries should tackle, the report says, are border
administration and physical and IT infrastructure. These findings have been the
centerpiece during discussions by members of the House Ways & Means Committee
in Congress., and has been praised by the private sector through the National
Association of Manufacturers, FedEx, and others.
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Single Window (Department of Commerce)
- ACE Streamlined (NEINEXT)

Advisory Committee on Supply Chain Competitiveness
‘White House Task Force on Ports
Public Private Partnerships

Port authorities, technology incubators, NGOs, and manufacturers
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T International Trends & Challenges (Cont’d)

Environment and Sustainability Challenges
. Climate Change

. Port Pollution

U.S. Department of Transportation

The rankings included in this reportare based on seven elements provided by
ocean carriers representing more than 75 percent of global capacity. Those data
points are: vessel name, terminal name, port city, port country, berth arrival,
berth departure and number of moves (including lift-ons, lift-offs and re-stows).
Berth arrival and departure refer to lines down and lines up — that is, the actual
arrival and departure of the ship at berth. The calculation of moves per hour
between these two times is referred to as unadjusted gross berth productivity.
It’s the same calculation for all 483 terminals and 771 ports the JOC evaluates,
allowing for basic apples-to-apples comparison globally. The data enters a data
warehouse in standardized format so that it’s accessible for reports, rankings,
analysis and other uses.

Interaction with global carriers resulted in data whose definitions are consistent
across all carriers. Rankings were determined by analyzing more than 125,000
port calls in 2014.

Productivity is defined as the average of the gross moves per hour for each call
recorded in 2014. Gross moves per hour for a single vessel call is defined as the
container moves (onload, offload and repositioning) divided by the number of
hours the vessel is at berth.

For more information on purchasing the underlying data or to learn more about
our Port Productivity Subscription Report, which provides in-depth industry
market analysis, visit www.joc.com/port_productivity.
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"Scientific evidence for warming of the climate
system is unequivocal."
— Intergovernmental Panel on Climate Change

Source: http://climate.nasa.gov/evidence
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Just a note on climate change, and the impact of shipping on climate change

Now, we all know that there is overwhelming scientific consensus on global warming
and climate change. The Intergovernmental Panel on Climate Change and other well
respected organizations like NASA and the World Resource Institute have warned us
of the implications of passing the 2 degree Centigrade tipping point, where we can
expect to see a myriad of impacts to water distribution systems, human health,
populations settlements, tourism, infrastructure, and security. In the context of trade
and economic vitality in the Asia Pacific, this will undoubtedly pose challenges to
supply chain systems, access to markets, commodity prices, etc. Of particular note
are declining food stocks, especially fish food sourced from the Coral Triangle which
supports billions of people in Indonesia, the Philippines, and other APEC nations. In
addition, we also know that rising rising sea levels will impact the effectiveness of
port infrastructure systems that serve as facilitators of global commerce.
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90% of global trade is facilitated by ocean going vessels (approx. 90,000) entering/exiting a
port.

Asia

By the 2050s, freshwater availability is projected to decrease.

Coastal areas, especially heavily populated mega-deltas will be at greatest risk

Climate change is projected to compound the pressures on natural resources and the
environment associated

with rapid urbanization, industrialization and economic development. Endemic morbidity
and mortality due to

diarrhoeal disease associated with floods and droughts due to changes in the hydrological
cycle.

Australia and New Zealand

By 2020, significant loss of biodiversity is projected to occur in some ecologically rich sites,
including the Great Barrier

Reef.

Latin America

There is a risk of significant biodiversity loss through species extinction in many areas of
tropical Latin America. Productivity of some important crops is projected to decrease and
livestock productivity to decline, with adverse consequences for food security. In temperate
zones, soybean yields are projected to increase.

Overall, the number of people at risk of hunger is projected to increase (medium confidence).

Changes in precipitation patterns and the disappearance of glaciers are projected to
significantly affect water availability for human consumption, agriculture and energy
generation.
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Global shipping is the sixth largest producer of
greenhouse gas emissions

RANKING  COUNTRY

1 USA 6.05
2 China 5.01%
3 Russia 152
- India 1.34
5 Japan 1.25
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e e Ems——

7 Germany 0.8

The shipping industry is responsible for a significant proportion of the global climate
change problem. More than three percent of global carbon dioxide emissions can be
attributed to ocean-going ships. This is an amount comparable to major carbon-
emitting countries—and the industry continues to grow rapidly. In fact, according to a
recent study, if global shipping were a country it would be the sixth largest producer
of greenhouse gas emissions. Only the United States, China, Russia, India, and Japan
emit more carbon dioxide than the world’s shipping fleet. Nevertheless, carbon
dioxide emissions from ocean-going vessels are currently unregulated.

Like all modes of transportation that use fossil fuels, ships produce carbon dioxide
emissions that significantly contribute to global climate change and ocean acidification.
Besides carbon dioxide, ships also release a handful of other pollutants that also
contribute to the problem. To make matters worse, these ships also burn the dirtiest
fuel on the market, a fuel that is so unrefined that it can be solid enough to be
walked across at room temperature. In addition to exacerbating climate change,
shipping emissions have been blamed for posing a significant threat to human health.
The particulate matter emissions alone from shipping can account for approximately
60,000 cardiopulmonary and lung cancer deaths each year.

In fact, this is what happened in the case of the Ports of Los Angeles and Long beach
back in 2001, which we’ll get to in a minute.
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...And Qil Discharges

Detected oil spills - Bonn Agreement - North Sea
Years 1998 to 2004
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Climate Change and Ports

Ocean-Going
Ships

PORT
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Trains ’ # ‘ Smal
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Trucks . g

Fork Trucks

Marine ports in the United States are major hubs of economic activity and major sources of pollution. Enormous ships with engines running on the dirtiest fuel available,
thousands of diesel truck visits per day, mile-long diesel locomotives hauling cargo and other polluting equipment, and activities at marine ports cause an array of
environmental impacts that can seriously affect local communities and the environment. These impacts range from increased risk of illness, such as respiratory disease or
cancer, to increases in regional smog, degradation of water quality, and the blight of local communities and public lands.

Most major ports in the United States are undergoing expansions to accommodate even greater cargo volumes. Next slide...

Excerpts from NRDC:

The growth of international trade has resulted in corresponding rapid growth in the amount of goods being shipped by sea. Despite the enormous growth within the marine
shipping sector, most pollution prevention efforts at the local, state, and federal level have focused on other pollution sources, while the environmental impacts of ports have
grown.

Marine ports are now among the most poorly regulated sources of pollution in the United States. The result is that most U.S. ports are heavy polluters, releasing largely
unchecked quantities of health-endangering air and water pollution, causing noise and light pollution that disrupts nearby communities, and harming marine habitats.

In March 2004, NRDC and CCA issued report cards for the 10 largest U.S. ports on their efforts to control pollution -- or lack of efforts to control pollution. In the short time
since the grades were issued, steps to reduce port pollution have already been made. For example, the first container ship in the world plugged into shoreside power at the
Port of Los Angeles. This report discusses solutions to port pollution problems and provides additional information on the health and environmental impacts of port
operations; an overview of policies governing U.S. marine ports; and detailed analysis and technical recommendations to port operators, regulatory agencies, and community-
based environmental and health advocates.

Air Pollution and Health Impacts from Port Operations:

The diesel engines at ports, which power ships, trucks, trains, and cargo-handling equipment, create vast amounts of air pollution that affect the health of workers and people
living in nearby communities and contribute significantly to regional air pollution. More than 30 human epidemiological studies have found that diesel exhaust increases
cancer risks, and a 2000 California study found that diesel exhaust is responsible for 70 percent of the cancer risk from air pollution.X More recent studies have linked diesel
exhaust with asthma.2 Major air pollutants from diesel engines at ports that can affect human health include particulate matter (PM), volatile organic compounds (VOCs),
nitrogen oxides (NOx), and sulfur oxides (SOx).

The health effects of pollution from ports may include asthma, other respiratory diseases, cardiovascular disease, lung cancer, and premature death. In children, these
pollutants have been linked with asthma and bronchitis, and high levels of the pollutants have been associated with increases in school absenteeism and emergency room
visits. In fact, numerous studies have shown that children living near busy diesel trucking routes are more likely to suffer from decreased lung function, wheezing, bronchitis,
and allergies.

Many major ports operate virtually next door to residential neighborhoods, schools, and playgrounds. Due to close proximity to ports, nearby communities face extraordinarily
high health risks from associated air pollution. Many of these areas are low income communities of color, a fact that raises environmental justice concerns.

Although cars, power plants, and refineries are all large and well-known sources of pollution, Figure E-1 demonstrates that the air pollution from ports rivals or exceeds these
sources. In the Los Angeles area, oceangoing ships, harbor tugs, and commercial boats such as passenger ferries emit many times more smog-forming pollutants than all
power plants in the Southern California region combined. And the latest growth forecasts predicting trade to approximately triple by 2025 in the Los Angeles region mean that
smog-forming emissions and diesel particulate pollution could severely increase in an area already burdened by the worst air quality in the nation. The larger contribution of
port sources to air pollution can be attributed to the fact that pollution from cars, power plants, and refineries is somewhat controlled, whereas port pollution has continued
to grow with almost no regulatory control.

Figure E-1 uses the Port of Los Angeles and the Port of New York and New Jersey as examples because they are the largest ports on the West Coast and East Coast,
respectively. The Port of Virginia is comparable in size to other large ports such as Savannah, Houston, and Seattle. Figure E-1 also highlights emissions of NOx and PM,
because these pollutants are associated with very severe health impacts. Despite very conservative assumptions used to calculate port emissions, ports out-pollute some of
the largest sources of harmful emissions, raising the question, Should ports be regulated like other large sources of pollution?
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For example, in 2001, the POLA buried a tiny public notice and requested public comment on plans to expand the
POLA to accommodate a large shipping firm. Concerned over the impacts to the local community, a coalition of
approximately 40,000 worked with the NRDC to block the expansion effort.

In the years leading up to 2001, the NRDC consistently rated the Ports of LA and Long Beach as the U.S.’ dirtiest
ports. At that time, one-third of the pollution in Los Angeles county could be traced back to the port. That
started to change when the port decided to embark on a terminal expansion project in partnership with a foreign
carrier. Concerned about the threat of added pollution, noise, and congestion, outraged homeowners and other
residents formed a 40,000 person coalition to oppose the expansion and won by proving that the Port and the
Army Corps of Engineers failed to properly evaluate the environmental impacts of air pollution and increased
traffic on nearby communities, in violation of the California Environmental Quality Act.

In 2002, the local community won an injunction ordering the port to halt construction of the complex until they
had prepared an environmental impact statement. Then, in 2003, the community negotiate a settlement that
established a $50 million fund to mitigate environmental impacts of port operation and expansion. The
settlement also put into place a number of pollution prevention measures never before implemented at any
shipping terminal. At that time, an attorney from the NRDC said, "This terminal will be the first to use a
significant amount of alternative energy. All of its yard tractors will use alternative fuel and at least 70 percent of
the ships docking there will plug into electric power to run their systems while in port instead of using diesel
engines. This will reduce pollution by one ton a day per ship.”

The Challenge: In the working-class Latino neighborhoods of San Pedro and Wilmington, California, residents are
continually inundated with noise, traffic and pollution from the Port of Los Angeles. Some live just 500 feet from the
port, which with the neighboring Port of Long Beach produces one quarter of the toxic pollution in the Los Angeles
area annually. In early 2001, community members discovered a brief item buried in a 10-page public meeting
agenda indicating that the Port of Los Angeles intended to consider plans for a new shipping berth. When they
investigated further, residents uncovered what was really on the table: a huge new terminal for China Shipping,
right in their neighborhood.

Working Together: The community coalition contacted NRDC for help. One week later, NRDC staff attended a Los
Angeles City Council meeting with the hope of persuading the council to reject approval of the port expansion. But,
dismissing concerns over the additional pollution burden that the project would impose on thousands of residents in
adjacent communities, the City Council approved the expansion. NRDC and San Pedro and Peninsula Homeowners
United (representing more than 40,000 community residents) responded by filing lawsuits in state and federal court
in an attempt to halt construction.
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Sample Green Port Technologies

Today the POLA/POLB and others like Ports of San Diego, New York, and Miami, are
some of the greenest ports in the world. They continue to test new technologies and
employ best management practices like LEED, OffPeak Trucking, etc.

A goal of the Port of Long Beach is to be a Zero Emissions Port. They and others
currently employ the following technologies:

1 & 2: Components to new scrubber system that captures sulphur emissions

3: Zero-emissions Electric Drayage Trucks

4. Hydrogen Powered Road Trucks

5. Vehicle Control Systems installed in drayage trucks
6. Stationary Lithium lon Battery Stations

7. Diesel Particulate Filter Systems

8. Smart Oil Bypass Filtration Systems

9. Hybrid Electric Automated Crane Systems

10. Inert Gas System to treat ballast water

11. World’s first LNG tugboat (“Prius of the Seas”)

And more, like hydrogen fuel cell trucks/forktrucks, and Overhead Catenary Trucks.
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Multilateral Engagements

- APEC

- ASEAN

- Organization of American States (OAS)

- International Maritime Organization — MEPC

Bilateral Engagements

- US-China Ports and Inland Waterways Initiative
- US-Brazil Ports and Waterways Working Group
- US-Philippines Memorandum of Cooperation

Future: Indonesia, India. ..
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Other Partners

U.S. Commercial Service

US Agency for International Development
US Trade & Development Agency

US Department of Commerce (ITA)

US Coast Guard

Federal Maritime Commission

The International Institute of Sustainable Seaports
PortTech LA

Pacific Ports Clean Air Collaborative
International Chamber of Commerce
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Example: Reverse Trade Mission (RTM)

* USTDA-funded partnership with the U.S.
Commercial Service, U.S Maritime Administration
and China MOT

* Technical tours of three US ports — Miami,
Houston, and ports in Southern California

* Demonstrations and negotiations with private
sector manufacturers of green port technologies
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Glossary of Acronyms: http://www.ustr.gov/about-
us/trade-toolbox/glossary-trade-terms

U.S. Trade Representative’s e-newsletter

World Trade Online; Washington Trade Daily; Politico Pro
(trade)

Who is importing from your country: Panjiva, etc.

U.S. International Trade Commission: www.usitc.gov
Congressional Research Service: htitps://opencrs.com
(also: J.F. Hornbeck paper on "Congress & Trade,” April
2011)

Guide to U.S. Government: http://bensquide.gpo.gov/
Other: sandlertrade.com, wita.org
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Add decline in US fleet

Add LPI (use website), JOC

Add Brazil Working Group
Comment on China Working Group
Hookup computer and use
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Why do we require
Government impelled cargo
to be moved on U.S.-flagged ships?

The United States needs a revenue base that will retain and
encourage a privately owned and operated U.S.-flag
merchant marine because the fleet provides:

- Essential sealift capability in wartime or other national
emergencies.

A cadre of skilled seafarers available in time of national
emergencies.

Help to protect United States ocean commerce from
total foreign domination and control.
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What percent of cargo must go
aboard U.S.-flag vessels?

Cabotage cargo Jones Act) - 100%

Military cargo 1904 Act) - 100%

 Agricultural Cargo

1954 Act) A

=4
=
Export — Import Bank - (Pub. Res. 17) - 100%
=k
- (1954 Act) - 50%

Civilian Agency Cargo




Jones Act

Jones Act requires that U.S. built, owned, crewed, and
registered vessels be used in domestic waterborne commerce

Enacted by Congress in 1920 - the first U.S. domestic cargo

preference law was enacted in 1789

Waivers only based on “interest of national defense”
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U.S.-Flag Privately-Owned Fleet*
1946-2014
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* Ocean-Going, Self-Propelled, Cargo Carrying Ships, over 1,000GT.

Major Actions

» Merchant Ships Sales Act of 1946

» Cargo Preference Act of 1954

* Merchant Marine Act of 1970

» End of new shipbuilding and operating subsidy contracts

» Food Security Act of 1985

+ Qil Pollution Act of 1990

» Maritime Security Act of 1996 (M SP-47)

» Maritime Security Act of 2003 (M SP-60)

* Moving Ahead for Progressin the 21st Century Act (MAP-21)

Numerous legidative and policy initiatives over the decades have been implemented to support U.S.-flag
vessel and shipbuilding services, both in the foreign trades and domestically. The success of these efforts
has been mixed. The incredible surge in U.S. shipbuilding during WW2 stands out as one of the great
achievements in world history, made possiblein large part by the groundwork laid by Merchant Marine
Act of 1936.

Following the war, however, the Merchant Ship Sales Act of 1946 authorized the sale of alarge portion of
the over 3,500 government-owned ships built during the war to domestic and foreign commercial buyers.
This action enabled the rapid rebuilding of U.S. commercial fleet, but also the fleets of other nations. By
1951, the number of shipsin the U.S.-flag privately-owned fleet had grown to its peak of 1,242 ships.
Since then, the number of shipsin the U.S. fleet has fallen steadily, athough the carrying capacity (as
measured in Gross Tons) continued to grow until 1988 as average vessel sizesin the world fleet

increased.

It isimportant, however, to disaggregate the fleet into components by vessel type. In the case of dry
cargo vessels, many of which are supported by the MSP and previously by ODS, the drop in numbers and
capacity isless severe. Tankers, on the other hand, have experienced much greater reductions.
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U.S.-Flag Privately-Owned Dry Cargo Fleet*

1946-2014
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* Include all dry cargo ships in forsign and domastictrades. Ocam-
Going, Self-Propalled, Cargo Carrying Ships, over 1,000 GT

The U.S.-flag dry cargo fleet includes containerships, RO/RO, break-bulk, and afew dry bulk vessels.
The size of thisfleet (with the exception of dry bulk vessels) has been very responsive to the demands of
moving military cargoes. The fleet was maintained and even grew while there was military cargo to be
moved. The number of privately-owned U.S.-flag vesselsin the dry cargo fleet held up reasonably well
after the Korean War and into the Vietnam War, before the number of vessels began to drop
precipitously. Much of this decrease in vessel numbers is attributable to the advent of containerization in
the 1950s, and which became widely deployed during the latter half of the 1960s. Unlike the earlier
break-bulk vessels, which are constrained in size due to the long times required to load and unload their
cargoes, containerships operate more efficiently at large sizes, leading to a drop in the number of vessels
needed to move the same amount of cargo. This tradeoff isreflected in the relatively steady capacity of
the dry cargo as vessel numbers continued to drop from 1970s to the first half of the 1990s. The phasing
out of the ODS program also contributed to the decline.

The establishment of the 47 ship MSP in 1996, and its reauthorization at 60 vessels in 2003, hel ped
stabilize the number of dry cargo vessels, even as capacity of these vessels increased, particularly with the
buildup of the wars in Iraq and Afghanistan. Subsequently, with the winding down of hostilitiesin Irag
and Afghanistan after 2010, and (not shown in the figure) afall in food aid budgets, vessel numbers and
capacity began to decline again. The MAP-21 repeal of the incremental 25 percent of food aid formerly
carried by U.S. vessels appears also to have contributed to a sharpening of the decline in both vessel
numbers and capacity after 2012. As of today, the number of privately-owned dry cargo vessels islower
than it has been at any time since the end of the World War |1, although capacity still remains within the
band that has prevailed since the Vietham War.

The diminishment of vessel numbers is of real concern, as each vessel employs qualified mariners. These
mariners are essential to crew our reserve sealift assets during time of mobilization.
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U.S.-Flag Privately-Owned Tanker Fleet

Domestic

1946-2014*
OPA90 Tanker Phase Out
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** For referenceonly, noton scale.
Source: U.S. Depatment of Energy

The U.S.-flag tanker segment is primarily driven by the demand to move domestic petroleum and
petroleum products. Only about 5 U.S.-flag tankers participate in the foreign trades. Aswith dry cargo
ships, surplus government-owned ships were sold after World War 11 under the Merchant Ship Sales Act
of 1946 (Macolm McL ean developed the modern concept of containerization on a modified World War
[ T2 tanker operating in the Jones Act trade in 1956). However, due to remarkable economies of size
associated with the handling and transportation of liquid cargoes, tanker sizes grew rapidly after the war
as WW2 era T2 tankers were retired. Thisled to falling vessel numbers and growth of overall capacity
(measured in Gross Tons) prior to 1970.

The Merchant Marine Act of 1970 allowed construction and operating subsidies for tankers in foreign
trade and the deferral of taxes on U.S.-flag earnings deposited into the CCF. Thiswas successful initially,
with 55 tankers built with CDS funds between 1971 and 1975. Moreover, due to the closing of the Suez
Canal, the 1973 ail crisis, and subsequent higher oil prices, market forces created an incentive to develop
domestic petroleum sources, primarily the Alaska North Slope (ANS). Production of ANS crude oil
began in 1977 and rapidly increased to its peak production in 1988, leading to more vessals and much
greater capacity. Today, however, ANS production is only about 25% of its 1988 peak.

Coincident with the decline in ANS production after 1988, the Exxon Valdez oil spill led directly to
passage the Oil Pollution Act of 1990 (OPA90), which phased out single hull tankers beginning with the
largest ships. With the decline in oil production, there was no need to replace these ships on a one-to-one
basis. Asaresult very few large tankers have been built in the United States until recently. (Note: this
analysis does not reflect the rising use of articulated tug-barges in recent years, which have replaced some
tanker of the phased-out tanker capacity.)

The recent development of new United States oil and gas production has recently led to sharply increased
demand for domestic tankers. This recent recovery has generated significant work for U.S. shipyardsin
the construction of large, self-propelled tankers as well as offshore service vessels and other tug-and-
barge units. (note: MARAD does not have a consistent series of data on new building at U.S. shipyards
but will develop such a series.)
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U.S.-Flag Privately-Owned Fleet

Share of Waterborne Foreign Trade
1946-2003*
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Commercial

Government

*  National Defense Reserve Fleet (NDRF) - DOT
Authorized Program for Ready Reserve Force (RRF)
® 46 - Former Commercial Ships in the RRF
®  5/10-day “on-call” reads for activati
* RRF-~ half of the g vned surge sealift
e C ial US. Ship M & 1
*  DOD funding ~$300M Annually
O $6.5M/ship=total program cost
O  Sequester Rescission Avoided in FY13
®*  Major Operations Success: Desert Shield/Storm ; Iraqi
Freedom — Enduring Freedom
®  Major Relief Operation Success: Hurricane/Earthquake
Recovery —Katrina, Rita, Haiti and Sandy
*  Disaster Relief Services
©  SAFEPORT/SAFESTOR
O  PortRecovery
O  Emergency [Relief Worker support
O  Commercial Charters
*  Other DOD Support
©  NDRF Anchorages
O Missile Defense Agency
*  Other Federal Support
©  NASA Orion Recovery - in planning

Maritime Security Program (MSP) fleet — commercially
owned sealift ships operating in international trade
60 MSP ships committed through FY 2025
Employs 2.700 U_S. mariners
Supports approximately 5,000 shore side jobs
MSP fleet — 95% of cargo transported in support of
troops in Iraq and Afghanistan
Retainer payments— $3.1 M per ship/year authorized
through FY 2018
Funding shortages for FY 2013 and concem for FY 2014
due to sequestration
Assured Access for DOD through Emergency
Preparedness Program (EPP) enrollment commitments

O EPPsare Volntary Intermodal Sealift Agrsement (VISA) and

Voluntary Tanker Agreement (VTA)
O MSP fleet capacity represents 80% of U.S.-flag VISA commitment
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Maritime Security Program

* The MSP serves to maintain an active, privately-owned, U.S.-flag
and U.S.-crewed liner fleet in international trade that is available to
support the global national security transportation needs of the
Department of Defense

* Retainer payment is provided by the Federal Government for
commercial ships operating in international trade and available to
support the Department of Defense in war or national emergency

* Requires Emergency Preparedness Program commitment - Voluntary
Intermodal Sealift Agreement (VISA) and Voluntary Tanker
Agreement (VTA) programs
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MSP Facts

* The MSP supports over 2,700 skilled American mariners who are
available to crew both the MSP fleet and the Government-owned
strategic sealift fleet in peace and war.

* The MSP fleet commits 100% of their capacity to VISA

* MSP fleet commits 80% of all U.S.-flag capacity to VISA to meet
DOD requirements.

* MSP commits 127,000 twenty foot equivalent (TEU) container
capacity
* 3.0 million square feet of Roll-on/Roll-off (RO/RO) capacity
* The MSP encourages modernization of the U.S.-flag fleet

- Since October 1, 2005, 50 MSP ships have been replaced with
newer and modern ships.
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MSP Fleet Capacity in 1997

47 Ships
VESSEL TYPE TOTAL TEU TOTAL SQ. FT.
CAPACITY CAPACITY
39 Containerships 110,897
5 LASH 6,230
3 RO/RO's 304,965
TOTAL TEU’s 117,127 TOTAL SQ. FT. 304,965
60 Ships MSP Fleet Capacity in 2014
VESSEL TYPE TOTAL TEU TOTAL SQ. FT.
CAPACITY CAPACITY
30 Containerships 112,954
7 Geared Containers 13,841
4 Heavylift Breakbulks 648 171,579
17 RO/RO’s 2,883,313
2 Tankers 51,662 DWT each
TOTAL TEU'S 127,443 TOTAL SQ. FT. 3,054,892

Changes since 1997 have increased RO/RO square footage by 2,749,927 & increased TEU’s by 10,316
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“VISA Fleet Capacity Commitments

As of February 2014

VESSEL TYPE TOTAL TEU TOTAL SQ. FT. TOTAL MTON
CAPACITY CAPACIT CAPACITY
64 Containership 137,109 1,946
8 Geared Containership 13,841
2 Multipurpose Containership 20,365
3 Container-RO/RO 2,004 158,722
5 Heavylift Breakbulk 324 175,234
2 Heavylifts 17,660
2 Breakbulk 698
3 Bulk Carrier 338 45,000
2 ITB 67,560
23 RO/RO 3,370,692
2 RO-RO/LO-LO 788 118,544
116 SHIPS 155,102 TEU’s 3,958,063 SQ. FT. 17,660 MTONS
136 Barges
109 Tugs 1,970 TEU’s 1,664,460 SQ. FT.
5 OSV’s

4 Push Boats

‘MSP provides 82% of VISA TEU’s and 78% of VISA Sq. Ft. capacity
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A Way To Move, Inc.

American International Shipping, LLC*

American Marine Corporation
American President Lines, Ltd.

American Roll-On Roll-Off Carrier, LLC

APL Marine Services, Ltd *
Argent Marine Operations, Inc_*
Bevel Brothers Inc.

Central Gulf Lines, Inc.*
Columbia Coastal Transport, LLC
CRC Marine Services. Inc.
Crimson Shipping Co., Inc.

Crowley Puerto Rico Services, Inc.

Crowley Marine Services, Inc.
Dann Marine Towing, LC
Farrell Lines Incorporated*
Fidelio Limited Partnership*
Foss International. Inc.

Foss Maritime Company
Hapag-Lloyd USA, LLC*
Horizon Lines, LLC

LA Carriers, LLC

Laborde Marine, LL.C.
Liberty Global Logistics, LLC*
Liberty Shipping Group, LLC
Lockwood Brothers, Inc.
Lynden Incorporated

Maersk Line, Limited*
Marine Transport Management

*

Voluntary Intermodal Sealift Agreement Participants as of February 2014

Matson Navigation Company, Inc.

McAllister Towing and Transportation Co., Inc.
McCulley Marine Services, Inc.

National Shipping of America, LLC

Northcliffe Ocean Shipping & Trading Company
Northland Services, Inc.

Pasha Hawaii TransportLines LLC

Patriot Shipping, L.L.C.*

Resolve Towing & Salvage. Inc.

Samson Tug & Barge Company, Inc.

Schuyler Line Navigation Company, LLC

Sea Star Line, LLC

SeaTac Marine Services, LLC

Seabridge. Inc.

Sealift Inc.

Smith Maritime, Inc.

Stevens Towing Co.. Inc.

Stevens Transportation, LLC

Superior Maritime Services, Inc.

Tactical Shipping, LLC

Teras BBC Ocean Navigation Enterprises Houston, LLC
Totem Ocean Trailer Express

Trailer Bridge, Inc.

TransAtlantic Lines, LLC

Western Towboat Company

Waterman Steamship Corporation*

Young Brothers Limited

56 VISA Participants

Denotes Maritime Security Program operators
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Deepwater Port Program

®  MARAD issues licenses to construct and operate offshore oil and natural gas mport and export facilities.

*  These facilities are typically located more than 10 miles offshore to facilitate efficient transfer of oil and natural gas between oil'gas
tankers and the shore through sub-sea pipelines. The offshore locations were specifically desiy d by Congress to increase safety
and security.

*  The licensing program seeks to support a consistent supply of U.S. citizen mariners serving the energy sector.

®  MARAD works cooperatively with the U.S. Coast Guard to oversee the application review process.

Port Conveyance Program (Port Facility Public Benefit Conveyance Program)

®  Transfers surplus Federal land to states and local governments (at no cost to the applicant) to develop and modemize port facilities or
intermodal terminals.

®*  MARAD has transferred nearly 2,500 acres of surplus land to 10 port facilities nationwide.

Small Shipyard Grant Program

*  Grants for capital impf ¥ 1 and training progr to foster efficiency. competitive operations and quality ship
construction. repair and reconfiguration

®  Seven previous rounds of awards totaling $160 million

*  FY2013 - $9.458 million available. Awards to be announced 24 July 2013
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StrongPorts Program (Port Infrastructure Development Program)

*  The President's FY2014 Budget inchides 52 million in port planning grants.

*  The goal of the StrongPorts is increased port capacity and efficiency. The program is designed to assist all U.S. ports in addressing
mfrastructure planning and mvestment needs to ultimately maintain the marine transportation system's state of good repar.

America’s Marine Highway Program

e FY2015 budget request will include $3 million Marine Highway Service Planning Grant program. The program seeks to optimize
freight efficiency through the increased use of rh transportation where applicable, resulting in reduced traffic congestion
and air emissions

*  The program has assisted or initiated new services in Northern California, the Pacific Northwest, Texas and Virginia.

TIGER (Transportation Investment Generating Economic Recovery) Discretionary Grants

*  The Mantime Administration admnisters port and marine highway related TIGER grant awards

e To date, 24 grants, totaling ~$350 million issued to modemize port infrastructure, improve freight efficiencies and initiate new
marine highway services (represents 11% of the total TIGER awards)
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Education

United States Merchant Marine Academy — Mission; To educate and graduate licensed merchant mariners and
leaders of exemplary character who will serve America’s marine transportation and defense needs in peace and
war.
* Funding for payroll, operations and capital imp for FY 13is $81.7M.
+ Annually, graduates about 200 students who all receive a bachelor’s degree, a merchant marine officer’s license, and an officer’s
commission on active duty or m the reserves of the amed forces.
* Inreturn for fully funded four year education, graduates incur a 5 year service obligation to either sail as a US merchant marine
officer and concurrently serve in areserve unit of the armed forces, or to serve as an active duty military officer.
* One of the five federal service academies.

Six State Maritime Academies (ME,MA, NY, MI, TX, CA)
* MARAD provides;
* Maintenance and Reparr of DOT owned Training vessels critical to obtain minimum sea time for USCG credentials and
B | traming end: (FY 13 $10.5M)
* Direct funding for maintenance and support, and fuel for the training vessels (FY 13 $3.4M, FY 14 request $3.6M)
* Student Incentive Payment Program-enables enrollment of approximately 300 students to sal and serve in areserve unit
of the armed forces; graduates incur a service obligation (FY 13 $2.3M, FY 14 requested $2.4M)
* Anmally, the six State Mantime Academies (SMA) produce approximately 650 merchant marine officers

Training Ships
* MARAD maintains 7 traming vessels for the maritime academies to meet nearly 125,000 cadet sea days of anmal traming. SMA
fleet averages 35 vears; recapitalization needs exist Fundmg m FY13 $11 2M, FY14 request $11.1M.
+ KINGS POINTER to be funded by USMMA in FY14 following traming ship conversion from NASA-vessel.
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Umted States Merchant Marine Academy (USMMA), Kings Point, NY
Mission: To educate and graduate licensed merchant mariners and leaders of exemplary
character who will serve America’s marine transportation and defense needs in peace
and war

* Funding for payroll, operations and capital improvement for FY2013 - $81.7M

* Graduates incur a 5 year service obligation to either sail as a US Merchant Marine
officer or serve on Active Duty in the U.S. Armed Services

® Approximately 200 graduates each year. Each receives a bachelor’s degree, a merchant
marine officer’s license, and an officer’s commission (Active Duty or Reserve)

* One of the five Federal service academies

State Maritime Academies (SMA)

* Maine; Massachusetts; California; Texas, New York and Great Lakes

* Funding for Student Incentive Payments/School Ship Maintenance and Repair - $17M
® 6 School Ships — one per SMA

50

U.S. Department of Transportation




[ [x] The image part
& with

Forsto > Ship Disposal Program

r1d3 was not
found in the
File.

and Nuclear Ship Savannah

® MARAD - Disposal agent for federally owned merchant-type ships >1,500 Gross Tons
® Disposing of non-retention National Defense Reserve Fleet (NDRF) ships through the most
expedient, best-value and environmentally safe disposal methods available
Dismantling/recycling is the most expedient and cost-effective disposal method accounting for
183 of the 194 non-retention ships disposed of since 2001
® MARAD uses 8 qualified ship recycling facilities located in TX. LA, MD and CA
® There are 28 non-retention NDRF and Navy owned ships awaiting disposal
® Ship recycling is achieved through vessel sales or fee-for-service contracts with 17 vessels
sold in FY2013 with sales proceeds of $22.9M
® FY2013 appropriations - $2.5M
® FY2014 President’s Budget request - $2.0M
® N.S. Savannah, built by MARAD under the Atoms for Peace program during the Eisenhower
Administration, operated from1962-1970 and defueled in 1971
* A Nuclear Regulatory Commission (NRC) licensed and regulated nuclear power plant and National Historic Landmark
Retention asset until reactor plant decommissioned and the NRC license is terminated; must be completed by 2031

.
* FY2013 appropriations - $3.0M
* FY 2014 President’s Budget request - $2.8M
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Safety, Security and Environment

Research activities thatimprove safety, security and environmental compliance
while ensuring commercial mobility.

Collaborate with international and domestic maritime organizations/regulatory
bodies to develop guidelines, standards and regulations.

Develops, coordinates, and oversees DOT matters related to the Security of the
Marine Transportation System. Serves as DOT Executive Agent for Maritime
Domain Awareness (MDA).

Implements Maritime Environmental and Technical Assistance Initiative
(META) designed to collaborate among Federal agencies, academia and
industry to address emerging marine transportation environmental issues (i.e.
ballast water and air emissions) - funding $4M/year since 2010.
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Panama Canal Expansion Study

Purpose
Evaluate and assess anticipated economic and infrastructure
impacts on U.S. ports and freight transportation infrastructure.

Objectives
* Provide foundation for a realistic understanding of the impacts of
Canal Expansion on U.S. ports and the National Transportation
System.

+ Identify range of needs for both private/public investment.

+ Identify port and infrastructure policy opportunities for consideration
b Federalurgqhv?rnment leadership.

age part with relationsfip 10 rId13 was not for

* Primary purpose of our study is to evaluate the anticipated economic
and infrastructure impacts of the Panama Canal expansion,
* and to gain a reasonable understanding of the Nation’s entire
Transportation System.

* Asyou can see, we have three key objectives for this study;

* 1) To provide a clear, sensible and objective understanding of the
potential impacts on the entire transportation system.

* 2) To identify a range of needs for private and public investment,
and

* 3) Toidentify port and infrastructure policy opportunities for
Federal consideration.

We believe that achievement of these objectives could a have potentially
significant bearing on the entire U.S. Transportation System.
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Panama Canal Expansion Study
Phases

Phase | (Completed Late 2012 - Report Released November 2013)
Public Listening Sessions
Peer Review Phase | Report & Methodology by Industry Leaders

Phase Il/lil (Completed July 2013)
Phases One-on-One Interviews with U.S. Maritime Communities
" ll" On-Line Survey of Shipping Industry Representatives
Peer Review Incorporated

Phase IV (Currently Underway)
Phase |V Develop and Finalize Policy/Investment Recommendations
Produce Second and Final Report (Mid/Late 2014)

Dage part with relaionship 1L rid13 was not found in the fe.

The Study Began in April 2011 and Expected to be Completed Later This Year.
Conducted in 4 Phases.
* Phase | Objectives:
* Evaluate Developments in Trade - National and Global Economies To Define Current Baseline Market
Conditions and Trade Patterns.
 Significant Outreach Component — Listening Sessions w/Industry on US East/West Coasts.
* Independent Industry-Led Peer Review of Study’s Methodology and Draft Phase | Report.
* Phase | Analysis Concluded Late 2013 - Phase | Report Released November 25, 2013.
* Phases Il and lll:
*  More Robust Outreach Effort Designed to Investigate US Port and Shipper Expectations And Identify Plans for
Post-Panamax Logistics. Efforts Included:

* Interviews w/U.S. ports - Information Used to Validate Data Collected under Phase I.

* Online Survey of 2500 US shippers — To Determine Current Practices and Anticipated Post-Panamax
Plans.

* Peer Review Teams - DOT Modes, USACE, USCG, TRB — Involved In All Phases of Study.
* Phase IV: Currently Underway By MARAD and Contract Technical Team
) anOIV-eszAnalysis of Outputs from Quantitative Modeling Developed in Cooperation with Federal Highway
Administration’s Freight Analysis Framework
* Incorporation of Phases II/1ll Analysis and Conclusions

* Development of Draft Policy and Investment Recommendations

* Final Report Production — Release Expected Late 2014 (Upon All Internal/External Federal
Government Approvals).
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Panama Canal Expansion
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* Description: lllustration of the Increased Capacity Upon Completion of Canal

Increase From 5,000 TEU Vessels to 13,000 TEUs Vessel Capacity To Be Offered by the
Expanded Panama Canal.

Although the Cited Metric Relates to Container Ship Capacity (13000 TEU Post-Panamax) -
Analysis To Date Shows Greater Opportunities For Bulk Carriers Can To Advantage of
Substantially Deeper Draft of Expanded Canal.

Analysis indicates that U.S. bulk carriers traversing the canal are often loaded below their
maximum due to depth constraints of the existing locks. Opportunities exist for more
economical shipment of bulk goods if existing ships can be loaded more efficiently.

Currently, Panama Canal Can Only Accommodate Less Than 10% of Global LNG Fleet.

It is expected that Recent Developments Increased U.S. Oil and Gas Production May Alter
Global Energy Trade Patterns And Allow Much Larger Percentage of Global LNG Carrier
Fleet (More Than 80%). This Expanded Capacity Is Especially Important For Energy Trade
Development Between U.S. Gulf Coast and Asian markets.
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Findings — Phase |

» Greatestimpact will be on container traffic.

+ East Coast can expect lower costs per twenty-foot equivalent units
('EEUts) for vessels that utilize the Panama Canal vs. West Coast port
of entry.

» Door to door transit times will depend on routing choices by shippers
and freight forwarders.

+ Ongoing infrastructure investments eastern U.S. railroads have made
in anticipation of the Canal expansion may further reduce the cost of
all water-shipping through East Coast ports.

» Overall impacts to U.S. ports and inland infrastructure will occur
gradually.
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Now that the Phase | Report is Complete, We Can Offer Preliminary Findings:

Most Noteworthy Findings - Suggests “Containerized Traffic” Most Likely Market
Segment Affected By Expansion.

* Contributing Factor - Volume of Containerized Goods and the Trade between
Asia and US Gulf and East Coast Ports Will Generate the Greatest Economies
of Scale Thru Use of Larger, More Efficient Container Vessels In Trade Route.

Costs Impacts: Expect Delivered Costs (per container) to US Gulf and East Coast
Ports of Entry To Decrease (vs. West Coast entry and subsequent rail transit across
the continent). However, Reduced Costs Will Come w/Increased Water Transit Time.

Transit Time Impact: Door to Door Transit Times Will Depend on routing Choices by
Shippers — The Next Slide Will Address In More Detail

Infrastructure Investments: We Have Begun to See Investments Undertaken By
Eastern US Railroads In Anticipation of the Expansion — We Expect Cost Reductions
As A Result

* However Specifics Remain Unknown — Will Depend On Factors:

* Panama Canal Tolls;

Carrier rates;
US railroad rates for transcontinental service;
Shipper preferences (time vs. money); and
Transshipment of containers in Panama or Caribbean ports to smaller
vessels serving the US.

Gradual Impact: Overall, We Anticipate Any Impacts to U.S. Ports and Inland
Infrastructure to Occur Gradually — Not Overnight After Expansion Project Is
Completed.
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Impacts of Canal Expansion by Region
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e Market Regions (Shown Orange, Blue & White) Likely Affected by Expansion — Expect Costs
Reductions On Containerized Goods.

¢ Blue Region: The East Coast Inland region (blue) currently receives a mix of West Coast
and East Coast traffic, and is the area most likely to be affected by the Canal expansion,
with greater reliance on East Coast ports. Additionally, the Inland Coastal region is the
primary region in which lower costs that will be made possible by the expanded Panama
Canal may result in some shifting towards Panama Canal all-water services.

¢ White Region: Extension of the white area to Houston and points further to gain a larger
share of containerized goods after the expansion of the Panama Canal.

e Agricultural and energy exports from Gulf ports, especially through the Port of New
Orleans, may affect portions of the U.S. that extend well inland to the Upper Mississippi
River via the inland waterway system.

¢ Grey: Western, Mountain and West Central states (Grey) - US West Coast port of entry and
rail conveyance are expected to maintain a price (and time) advantage.

* Note - impacted regions presented in this map are those regions benefitting most from the
reduced cost of transportation at a greater overall transit time. That is to say, time sensitive goods
and high value products (i.e.. consumer electronics) are not expected to align as closely to this
map — as much as low cost, high volume containerized goods (i.e.. clothing).

¢ Uncertainty regarding canal tolls, carrier rates, and even US railroad rates have the capacity to
dramatically alter the regions of impact.
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Key Stakeholder Issues

® Need for a National Maritime Strategy

® Impact of Sequestration
® Shrinking U.S.-flag Fleet

O Current U.S. vessel and mariner availability barely adequate to meet defense needs
O Tipping Point: Decline in Cargoes from drawdown in Iraq and Afghanistan; MAP-21; FY2014 Food Aid Proposal
O Growth possible from Energy Exports: New Cargo Preference Regulations; Marine Highways: School Ship construction

® Protection of the Jones Act

¢ Jacksonville — Mile Point Project

® Inspector General Report on Anchorage, Hawaii and Guam Port Construction
® Title XI Litigation — American Petroleum Tankers application denied

® Deepwater Port License — Port Ambrose (NY and NJ)

® U.S. Navy Marine Highway — Dual Use Vessel Proposal

® Strained relations with the USMMA Alumni Association and Foundation
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. Major Efforts - Next 6 Months

Develop a commercial U.S. Marine Transportation/National Maritime Strategy
Achieve full funding for Maritime Security Program (MSP) in FY2014

Foster full compliance with existing Cargo Preference Laws

Stimulate cargo opportunities for the U.S.-flag Fleet

Reform Ship Financing Loan Guarantee Program (Title XI)

Implement Port Infrastructure Development Program

Develop and implement School Ship Recapitalization Plan

7z
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The Way Ahead

Our Commitment to the American People:

* Support growing importance of international trade across the intermodal system
for the door-to-door network

» Enhance America’s leadership and prominence in international maritime
community

* Promote U.S. shipbuilding and repair
« Stimulate competition, innovation and efficiency

« Help overcome impediments to domestic maritime system growth while
addressing regulatory compliance issues

* Promote merchant mariner growth to support economic and national security
needs

» Meet U.S. national security transportation needs around the world

MARAD commitment....

*Support growing importance of international trade across the intermodal system
for the door-to-door network

* Enhance America’s leadership and prominence in international maritime
community

* Promote U.S. shipbuilding and repair
« Stimulate competition, innovation and efficiency

* Help overcome impediments to domestic maritime system growth while
addressing regulatory compliance issues

* Promote merchant mariner growth to support economic and national security
needs

* Meet U.S. national security transportation needs around the world
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~ Key Committees and Advisory Boards

CMTS - Committee on the Marine Transportation System
O Federal departments and agencies with cognizance over the Marine Transportation System
O Secretary of Transportation chairs the Cabinet-level Committee. Sub-cabinet representatives serve ona
Coordinating Board
®* MTSNAC - Marine Transportation System National Advisory Council (MTSNAC)
O Advises DOT on the effective use of America’s Marine Transportation System. Three sub-committees
focus on ports, Marine Highways and shipbuilding
O 29 maritime industry and labor leaders — 1/3 must be replaced in 2013
*  USMMA Advisory Board

O Independent body who examine USMMA instruction and management then advise the USMMA
Superintendent and Maritime Administrator.

O 7 current members - appointed May 2013
® National Freight Advisory Committee
O Provides advice and recommendations aimed at improving the national freight transportation system
O 47 voting members represent various modes of transportation, geographic regions and policy areas - include
freight customers and providers, labor representatives, safety experts and government entities
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Increased Efficiency and Effectiveness

Organizational: Rolled out PEAR Initiative; long-term plan to convert 20 percent of
senior-level positions at MARAD HQs to lower level.

Organizational: Saved over $20M in USMMA construction costs due to redesign of
Mallory Pier and Delano Hall projects.

Programmatic: Proposal to convert Title XI to a Revolving Loan Fund — would
eliminate the need for annual appropriations.

Programmatic: U.S. Navy considering transfer of 14 sealift vessels to MARAD - Saves
$100M over 5 years.

Programmatic: Develop standard design for School Ship. Would save millions of dollars
during recapitalization and annual maintenance/repair.

75

U.S. Department of Transportation




Committees of the House of

Representatives
Agriculture: FARM BILL * Judiciary

Appropriations
Armed Services

Budget
Education and the Workforce

Energy and Commerce
Ethics
Financial Services

Foreign Affairs: NOT TRADE
Homeland Security

House Administration
Intelligence

Natural Resources

Oversight and Government
Reform

Rules

Science, Space, and
Technology

Small Business
Transportation and
Infrastructure

Veterans' Affairs

Ways and Means: TRADE:
GSP, TPA, FTAs, Normal Trade

Relations (NTR), Customs,
Miscellaneous Tariff Bill '

Sandler Trade LLC
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Senate Committees

Aging

Agriculture, Nutrition, and
Forestry : FARM BILL
Appropriations

Armed Services

Banking, Housing, and Urban
Affairs

Budget

Commerce, Science, and
Transportation

Energy and Natural Resources
Environment and Public
Works
Ethics

Finance: TRADE: GSP, TPA,
NTR, MISCELLANEOUS TARIFF
BILL, CUSTOMS REAUTH.

Foreign Relations: NOT TRADE

Health, Education, Labor, and
Pensions

Homeland Security and
Governmental Affairs

Indian Affairs
Intelligence

Judiciary

Rules and Administration

Small Business and
Entrepreneurship

Veterans' Affairs
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Thank You!
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