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SUMMARY OF SUBJECT MATTER

TO: Members of the Subcommittee on Highways and Transit, Subcommittee on
Ratlroads, Pipelines, and Hazardous Materials

FROM: Subcommittee on Highways and Transit and Subcommittee on Railroads, Pipelines,
and Hazardous Matetials staff.

SUBJECT: Hearing on “Confronting Freight Challenges in Southern California”

PURPOSE OF HEARING

The Subcommittee on Highways and Transit and the Subcommittee on Railroads, Pipelines,
and Hazardous Matertals will meet on February 20, 2009, to examine freight challenges in Southern
California. The Subcommittees will hear testimony from the Executive Directors of the Port of
Long Beach and the Port of Los Angeles, representatives from three local and regional
governmental groups, a labot representative for workers at the potts, trucking industry
representatives and independent owners and operators, as well as representatives from the two
largest railroad operators serving the potts.

The Subcommittees will also constdet the potts” efforts to reduce emissions from port-
related activities, including from trucks that provide drayage services at the ports. Specifically, the
hearing will examine the pozts” effort to invest in infrastructute to increase efficiency and expand
transportation options for moving freight through the ports and the region. The hearing will also
examine the potts’ adoption of the San Pedro Bay Ports Clean Air Action Plan, including the Plan’s
“Clean Trucks” program.

BACKGROUND
As the economy and population of the United States have grown, so has the nation’s

dependence on surface transportation infrastructure. This is particulatly true for the growth in
freight movement. Since 1970, imports to the U.S. have more than tripled as a share of GDP, while




exports have more than doubled. In 2002, U.S. freight carriers moved over 19 billion tons of freight
valued at more than §13 trillion, and traveled over 4.4 trillion ton-miles over the nation’s
transportation network. The U.S. Depattinent of Transpottation estimates that by 2035, the volume
of freight shipped on the U.S. intermodal transpottation system will increase to 33.7 billion metric
tons, worth more than $38 trillion—an increase of mote than 48 percent.

Over the course of the past few decades, the United States has witnessed substantial
increases in international trade volumes. According to the International Trade Administration, U.S.
exports of goods and services grew by 12 percent in 2008 to $1.84 trillion, while imports increased
by 7.4 petcent to $2.52 trillion. Expotts accounted for 13.1 percent of U.S. Gross Domestic
Product in 2008. To put that in histotical context, just five yeats eatlier exports were 9.5 percent of
GDP, and forty years ago they were 5.3 percent in 1968,

The growth in trade between the U.S. and China is one of the greatest developments driving
the increase in overall U.S. trade. According to the U.S. Department of Commerce, in 2008 the
United States imported §337.79 billion worth of goods from China, mote than was impotted fromm
any other country including Canada. Meanwhile, exports to China in 2008 totaled $71.46 billion,
behind just Canada and Mexico. The combined value of goods traded between the U.S. and China
increased by 56 percent just from 2002 ($147.2 billion) to 2008 ($409.25 billion). Since 1981, total
U.S.-China ttade has grown from $5.7 billion to its cuttent levels over $400 billion, 71 times the
level tecorded in 1981.

OVERVIEW OF THE SAN PEDRO BAY PORTS

The Potts of Los Angeles and Long Beach are adjacent port facilities located on San Pedro
Bay in southern California. Together, they constitute the fifth busiest port complex in the wotld,
moving some $260 billion in total trade, including handling 14.33 million 20-foot containets
(commonly referred to as twenty-foot equivalent units or TEUs) in 2009, This represented
approximately 40 percent of all the containers entering the United States.

In 2007, the Alameda Corridor Transportation Authority (“ACTA”) released a
comprehensive trade impact study which highlighted the role played by the potts of Los Angeles
and Long Beach in the regional, national and global economy. The ACTA study found that moze
than 886,000 jobs in California are directly or indirectly related to the international trade activities at
the ports. Furthermore, the repott found that trade activities at these two potts generated 3.3
million jobs nationwide.

The Port of Los Angeles

'The Port of Los Angeles is the busiest container port in the United States and the 13%
busiest container port in the world. Its pott facilities cover approximately 7,500 actes along 43 miles
of waterfront property; 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 director and
administered by a five-member Board of Harbor Commissioners.

In calendar year 2008, the Port of Los Angeles handled 7.85 million TEU containets — which
was a slight decline below the port’s container traffic in 2007. The highest annual level of containet
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traffic was recorded in 2006 when 8.4 million TEU containets passed through the Port of Los
Angeles. In fiscal year 2008, the port handled a total of 170 million metric revenue tons of cargo, of
which 161.9 million mettic tons was genetal cargo.

Trade with nations in the Far East accounted for 87.5 percent of the total volume of trade at
the port in 2007. The top containerized impozts in 2007 were furnitute, apparel, and automotive
patts. The top containerized expotts were papet, papetboard and wastepaper followed by scrap
metal, grains, wheat, and soybean products. In 2007, the pott’s latgest trading pattner was China,
with importts and exports valued over $115 billion moving through the Port of Los Angeles. Japan
(with goods valued at $39.2 billion) and Taiwan (at $14.6 billion) were the next biggest trading
pattners.

The Port of Long Beach

The Pott of Long Beach is the second busiest pott in the United States. It encompasses 10
piets located on more than 3,200 acres of land. In 2008, the port handled roughly 6.49 million TEU
containers and a total of 87 million metric tons of cargo valued at $140 billion. On average, roughly
19,900 TEUs move through the port each day.

Operations at the Port of Long Beach support approximately 371,000 jobs in California and
1.4 million jobs nationwide. The port accounted roughly 13 percent of all containers going through
the nation’s ports. East Asian trade accounts for more than 90 percent of the shipments through
the Port of Long Beach, with China, fapan, and South Korea ranking as the lead trade partners. The
top import products going through the port were petroleum, electtonics, and plastics. Meanwhile,
petroleum and petroleum coke, waste papet, and chemicals represented the largest expott products.

Freight Rail Service at the Ports of Los Angeles and Long Beach

Rail 1s an important transportation mode to move goods in and out of the Ports of Los
Angeles and Long Beach (“the Ports”). The Alameda Cottidor Transportation Authority reports
that 41% of all marine containers received in the Potts go directly onto rail (this includes on-dock
and near-dock), 23% are taken to a warchouse and then put on rail, and 36% are either consumed in
the Southern California region or leave by truck to neatby locations.

The Potts are served by three railroads: a short line railtoad, the Pacific Harbor Line
(“PHL”); and two Class I railroads, the Union Pacific Railroad (“UP”), and the BNSF Railway
(“BNSE”). Of the 13 terminals at the San Pedto Bay, 11 have access to nine on-dock rail facilities.
If the terminal does not have access to an on-dock facility, the container goes to an off-terminal rail
yazd, either the UP's Intermodal Container Transfer Facility or the BNSF’s Hobart facility, where it
will then be loaded onto a train and sent to its next stop.

PHIL provides rail switching setvices for the nine on-dock intermmodal terminals and
schedules and oversees all train movements within the 7,500 acte Potts complex (a total of 18 route
miles ot 59 track miles). PHL will crew UP and BNSF trains at the Potts’ entrance, switch

" locomotives with UP or BNSF trains, or coordinate UP or BNSF traiis operating to and from Port
intermodal and bulk terminals. The tracks in the Ports complex are owned by the Potts.




Ports of Los Angeles and Long Beach Direct Intermodal Rail Volumes

2003-2007

(Matine Containers per Year)'

2003 | 2004 | 2005 | 2006 2007
On-Dock®
BNSF 591280 | 781,715 | 977,945 | 1,285,111 | 1,181,911
upP 456,299 534,870 652,527 827,051 821,070
Total On-Dock 1,047,579 | 1,316,585 | 1,630,472 | 2,112,162 | 2,002,981
As % of Total Throughput 15.9% 18.1% 20.7% 24.1% 23.0%
Off-Dock’®
BINSF 760,237 774,336 781,980 808,096 789,656
uP 777,534 771,562 757,598 826,802 812,502
Total Off-Dock 1,537,771 | 1,545,898 | 1,539,578 | 1,634,898 | 1,602,158
As % of Total Throughput 23.4% 21.2% 19.5% 18.7% 18.4%
Total On & Off-Dock 2,585,350 | 2,862,483 | 3,170,050 | 3,747,060 | 3,605,139
As % of Total Throughput 39.3% 39.3% 40.2% 42.8% 41.4%
Total Port Throughput 6,576,147 | 7,278,496 | 7,885,801 | 8,755,677 | 8,704,169

Key Rail Facilities at the Ports of Los Angeles and Long Beach

The Ports of Los Angeles and Long Beach contain a numbet of rail facilities to handle the
movement of freight containers to and from the ports.

> Intermodal Container Transfer Facility ("ICTF”), 'The ICTF, operated by UP, is a near-dock rail
yard' located approximately five miles from the Potts. The ICTF opened in 1986 as a multi-
user facility serving numerous shipping lines. It is an impottant component to UP’s
transcontinental rail service, and relays marine cargo containers between the Ports and major
rail yards near Los Angeles. The ICTF sits on over 250-acres, with on-site storage for mote

I Source: BNSF and UP for on-dock and off-dock volumes; Ports of LA and LB for total port throughput.

z Cargo can be placed directly onto trains at the marine terminals’ “on-dock™ rail yards. On-dock rail yards are operated
by marine terminals. This method of transportation is the most envitonmentally friendly, as it reduces track traffic and
atr pollution generated by goods movement.

Off-dock rail yards are used to coordinate rail deliveries to non-local destinations. Containers are delivered here by
truck, then sorted and grouped by final destination. These rafl yards handle Post cargo as well as domestic cargo from
other sources.

4 Cargo is often transported by truck to larger “near-dock” rail yards close to the Port. This requires a shorter local truck
trip than “off-dock” rail yards or long-distance truck trips. Near-dock railyards serve multiple marine tetminals.
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than 3,000 containers and six rail tracks for loading, at lengths varying from 3,800 feet to
5,000 feet that can accommodate a total of 95 double-stack railcars, An adjacent storage yard
can handle up to 100 double-stack railcars, The ICTF handles 100 lifts pet man-hour and

accommodates 70 eastbound and 70 westbound trains per week.

» Hobart Yard, BNSF’s Hobart Yard is the largest intermodal rail yard in the United States,
handling the distribution of international containers to destinations such as Chicago and
Memphis. Tt is a 245-acre facility located in the City of Commerce, California, approximately
twenty miles from the Ports. It covers 245 actes and consists of a locomotive classification
yard, intermodal facilities and administrative and equipment maintenance buildings. BNSF is
currently working to increase its container capacity for the Ports by developing the Southern
California International Gateway (“SCIG”), a proposed neat dock cargo facility estimated to
handle 1.5 million TEUs® per year. The SCIG will increase the BNSF’s use of the Alameda
Cortidor, eliminating millions of truck miles annually from the 710 and other local freeways,
reducing congestion, improving air quality and traffic safety.

» Global Gate Way South. The Global Gateway South is a containet facility at Pier 300 on
Terminal Island. Itis the largest complex of its kind in North America, The facility includes
an on-dock rail yard, which offers eight loading rail tracks, each approximately 2700 feet long,
and capable of handling a total of 64 five-platform double-stack railcars; 10 rail-mounted,
electrically-powered intermodal cranes; a special-use rail line along the four shipping berths
for the direct transfer of oversized cargo, such as heavy machinery, between ships and
railears; fully automated switching and derailing points; and a compressed-ait system to
charge railcar brakes.

» Maersk On-Dock Rail Yard. 'The Port of Los Angeles’ largest on-dock tail yard is located at the
Port's largest container terminal, the 484-acre Pier 400, operated by APM Terminals (a
subsidiary of the Danish shipping line, Maersk). The Maersk Rail Yard is a 40-acte

- intermodal facility that includes 12 2,500 foot long loading tracks, with each ttack capable of
handling eight 305-foot-long double-stack railcars, for a total capacity of 96 rail cats. The rail
yard also has six adjacent storage tracks, each 6,400 feet long and capable of handling 21 305
foot-long double-stack railcars for a total capacity of 126 railcars.

> Terminal Island Container Trangfer Facifity (“TICTF”). 'Two major container terminals opetate
out of the Terminal Island: the 162-acre Terminal Island Container Facility operated by
Evergreen America Corp. and the 185-acre container terminal operated by Yusen Terminals
Inc. TICTF’s features inclhude four loading rail tracks, each approximately 2,300 feet long,
and capable of handling a total of 28 five-platform double-stack rail cars; five adjacent storage
rail tracks, each approximately 2,300 feet long, and capable of handling a total of 35 five-
platform double-stack rail cars; dedicated arrival rail track with a 28 five-platform rail cat
capacity; and dedicated departure rail track with a 28 five-platform rail car capacity.

> A TEU, or Twenty-foot Equivalent Unit, is an inexact unit of cargo capacity often used to describe the capacity of
container ships and container terminals. Itis based on the volume of a 20-foot long shipping container, a standard-sized
metal box which can be easily transferred between different modes of transpottation, such as ships, trains and trucks.




> Yang Ming/ China Shipping On-Dock Rail Yard. Yang Ming Line, a Chinese transportation
company, operates a 130-acre container terminal in the Port of Los Angeles. The containet
facility includes three loading rail tracks, each approximately 3,000 feet long, and capable of
handling a total of 27 five-platform double-stack railcats; three adjacent storage rail tracks,
each approximately 3,000 feet long, and capable of handling a total of 27 five-platform
double-stack railcars; dedicated departure rail track with a 27 five-platform railcar capacity;
and dedicated rail track to facilitate switching between loading and storage rail tracks.

Freight Rail Congestion at the Ports

Freight rail congestion is a growing problem at the Ports. For example, BNSF’s Hobatt
Yard is nearing capacity, necessitating the development of the Southern California International
Gateway, which is described above, The primary canse of freight rail congestion at the Potts is due
to the failure of freight rail infrastructutre investment to keep pace with growing expotts and impotts
at the Ports.

Additionally, the TS rail system has decreased in size, resulting in a situation where there are
just two major Class I railroads serving the West (UP and BNSF) and two majot Class I railroads
serving the East (CSX and Nozfolk Southetn). The mileage of Class 1 track has also dropped, due
to abandonments and spin-offs to regional and shott line railroads. In 1970, there were 206,000
route miles of Class I track; today there is 161,114 route miles of track. According to Drewry
Supply Chain Advisors, the railroads have increased their prices rather than invest in more capacity.®
The situation is exacerbated by domestic traffic — notably coal and food — which is also seeking to
shift to rail, putting more pressure on supply.

The rail network, too, expetiences operational inefficiency that can constrain freight
mobility. The Government Accountability Office reported that ptivate rail companies might be able
to serve their customers more efficiently if they instituted collaborative opetational processes, such
as shating terminal facilities for a fee, which could allow mote rail companies’ access to customers
neat specific terminals ot teciprocal switching.” For example, one rail company could deliver, for a
fee, railcars to another rail company’s customets. The Alameda Cortidot Transportation Authority
also reported that some ocean going container traffic is being diverted to other potts due to
incteases in long-haul intermodal rail rates.’

While container traffic volumes into the Potts are expected to continue to grow, the
importance of rail to the Ports may diminish. Many goods cutrently delivered to the Ports ate
delivered to the Fast Coast. This is because cargo ships otiginating in Asia cannot compete with rail
in delivering goods to the East Coast or Burope.

However, the Panama Canal is increasing its capacity to accommodate cargo ships from a
maximum of 4,800 TEUs to over 13,000 TEUs. This is a significant development since previously

6 Drewry Supply Chain Advisors, “T1.S. Transpacific Intermodal ‘Today and Tomorrow” Sept. 2008.

Government Accountability Office, “Freight Railroads: Industry Health Has Improved, but Concerns about

Competitton and Capacity Should Be Addressed.” http://www.gao.gov/new.items/d0794.pdf
¥ Moffatt & Nichols Economic Group, “West Coast Trends,” Alameda Corridor Transportation Authority, August 14,
2008. http://www.calchamber.com/caltrade/Documents/081408-ACTA-diversion-and-lovolume-study_minArt13.pdf
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many catgo ships were too large to navigate the Panama Canal, If the Canal’s increased capacity
occurs, hardly any ships will be too big for the Canal. As a result, many catgo ships will bypass the
Ports of Los Angeles and TLong Beach for different destinations.

According to Drewry Supply Chain Advisors, if the Canal succeeds in getting 13,000 TEU
ships through its new locks, then the Ports of Los Angeles and Long Beach will only be cost
competitive to destinations are far west as Denver, Albuquerque and El Paso, since it will be just as
cost effective for a shipper to deliver goods to the East Coast Ports and then send thetn east — being
halfway between the West and Gulf coasts, inland costs will largely cancel each other out.

COMMUNITY IMPACTS OF FREIGHT VOLUME AT THE PORTS

While the San Pedro Bay Ports provide the Southern California repion with tremendous
economic activity, job creation, and tax tevenues, the region pays a heavy ptice for setving as the
nation’s largest trade terminal. Heavy congestion on the region’s roadways along with exposute to
goods movement related pollution present serious threats to the region’s mobility and environment.

Impacts on Congestion

Port-related commerce is connected directly and indirectly with tens of billions of dollats in
industry sales each year throughout the region, which translates into hundreds of thousands of local
jobs and billions of dollars in wages, salaties, and taxes. However, freight traffic also imposes costs
upon the broader region. The Alameda Cotridor Transportation Authority (ACTA) estimates that
two million TEUs per year travel from the ports to the Inland Empire, the heavily-populated
portion of Riverside and San Bernardino counties that is home to over 350 million squate feet of
warehousing. Most of this port-related freight traffic is transported on the heavily-traveled 1.710, I-
10 and I-60 freeways, adding to regional traffic congestion.

The 2007 Urban Mobility Report by the Texas Transportation Institute provides us with a
grim illustration of the impact of this failure to invest in our sutface transpottation network. The
wasted fuel and time translated into a total congestion cost of $78.2 billion in 2005—$§5.1 billion
higher than a year earlier. Overall, congestion in 2005 caused a total of 4.2 billion hours of travel
delay that resulted in an additional 2.9 billion gallons of fuel being used while shippers, travelets and
commuters are stranded in traffic and not moving,

Commuters in the Los Angeles-Long Beach-Santa Ana area spent an avetage of 72 hours a
year stuck in congestion while wasting an annual average of 57 gallons of fuel. That is the highest
levels in any major metropolitan area of the country and over 20 percent higher than the second
most congested area of San Francisco-Oakland for both figures. Since 1982 the average annual time
spent stuck in congestion for the region has increased by 60 percent. In 2005, commutets in this
region wasted 490.5 million hours in travel delays and consumed an unnecessaty 384 million gallons
of fuel at a total congestion cost to the region of §9.325 billion.

Los Angeles is also home to the worst physical bottleneck in the United States located at the
intersection of US 101 and I-405. At this location alone, dtivess face 27.144 million hours of delay
annually. Overall, Los Angeles is home to five of the top thirteen worst physical bottlenecks in the
countty with a total of 103.452 million annual hours of delay in 2004.




Impacts on Air Quality and Public Health

Air pollution from International goods movement activities at the ports is a major public
health problem fot the Southern California area. The Southetn California region has consistently
ranked as having the worst air quality and congestion in the nation. California’s transportation
sector Is the leading source of greenhouse gas (GHG) emissions in the state, contributing over 40
percent of the state’s annual GHG emissions.

Local criteria atr pollutants, toxic air contaminants and GHG emission pose a setious threat
to the health of southern California’s residents, communities and the quality of the region’s
environment. The communities surrounding these potts are burdened with the environmental
damages and degraded air quality produced by the heavy traffic of trucks, railroads, and shipping
vessels associated with trade traffic at the ports.

A report presented by the California Air Resources Boatd assessed small particle (“PM2.57)
health effects and found an extreme disproportionate exposure in the South Coast Air Basin relative
to other parts of the state and the rest of the country. Port activities are estimated to contribute
roughly 25 percent of overall PM2.5. The report found that as a result of high exposure levels in the
region, every year 5,400 residents die prematurely, 2,400 are hospitalized, 140,000 experienced
asthma and lower respiratory symptoms, and workers in the region lost 980,000 work days.

EFrORTS TQO ADDRESS FREIGHT MOVEMENT CHALLENGES IN SOUTHERN CALIFORNIA

'T'o mitigate the growing congestion levels on the Southern California roadways and
environmental damages threatening local health and safety, state, local and regional governments
have undertaken a number of policy and infrastructure initiatives. These range from investments in
expanded highway and freight rail infrastructure capacity to innovative initiatives to teduce
emissions from port related vehicles.

The Alameda Corridor

The Alameda Cottidor is a 20-mile-long rail cargo expressway linking the potts of Long
Beach and Los Angeles to the transcontinental rail network near downtown Los Angeles. Ttis a
series of bridges, underpasses, overpasses and street improvements that sepatate freight trains from
street traffic and passenger trains, facilitating a more efficient transportation netwotk. The project’s
centerpiece is the Mid-Corridor Trench, which carries freight trains in an open trench that is 10
miles long, 33 feet deep and 50 feet wide between State Route 91 in Carson and 25th Street in Los
Angeles, Construction on the Cottidor began in April 1997, and it opened for operation in Apzil
2002. With its opening, the Cotridor teplaced over 200 at-grade highway/rail crossings, and it has
served to significantly reduce traffic congestion and ait and noise pollution previously caused by
idling trains, trucks and cars.’

? Alameda Corridor Transportation Authority (www.acta.org)




The Alameda Corridor is the primary conduit to move rail freight into and out of the Ports
of Los Angeles and Long Beach. It handles an average of 37.6 trains per day, moving 10,536 TEUs
daily. ‘The UP and BNSF share the Alameda Cottidor through trackage rights with the Authority.
In addition to the Alameda Cortidor, BNSF can also move freight rail between the transcontinental
rail network and the Ports via a BNSF branch line that loops west of Los Angeles. Futther, the UP
also has access to a branch line that loops east of Los Angeles to the Ports.

In addition to its operational and environmental benefits, the Alameda Cotridot is also
notable for the innovative structure through which it was financed. The Cortridot was built by the
Alameda Corridor Transportation Authority (ACTA), a joint powers authority governed by the cities
of Los Angeles and Long Beach, the potts of Los Angeles and Long Beach, and the Los Angeles
County Metropolitan Transportation Authotity. The Cotridor was funded with a complex financing
package that depended upon a combination of bond proceeds, State and local grants, and the
Depattment of Transpottation’s (DOT) issuance of a $400 million direct loan with a vatiety of
favotable conditions (including a flexible repayment structure and a subordinate lien). The project
was completed on time and under budget, and ACTA repaid its DOT loan in full. This successful
use of Federal credit assistance served as a model for the subsequent T'ransportation Infrastructure
Finance and Innovation Act (TIFIA), through which DOT was authorized to provide various forms
of Federal credit suppott for major transportation investments of critical national signiftcance.

The Alameda Corridor-East (ACE) Project

The Alameda Cotridor-East (ACE) Project, currently under construction, is designed to
extend the Alameda Corridor over 70 miles of mainline railroad in the San Gabriel Valley. The ACE
Project includes a number of different construction projects, ranging from safety upgrades and
traffic signal measures to grade separations at highway/rail crossings. The ptoject received $155
million in Congtressionally-directed funding through the Projects of National and Regional
Significance (PNRS) Program authotized by the Safe, Accountable, Flexible, Efficient
Transportation Equity Act: A Legacy for Users (SAFETEA-LU). However, with an estimated total
project cost of over $1 billion, the ACE Project still requires additional funding.

To date, ACE has completed safety improvements at 39 crossings. Construction is complete
for the first four grade separations, and underway or funded for the next six of 20 planned grade
separation projects. The remaining 10 grade separations ate on hold pending availability of
funding."

Funding Infrastructure Investment Needs In and Around the Ports

The Ports of Los Angeles and Long Beach have identified extensive infrastructure needs in
and around the port facilitics, including the Gerald Desmond Bridge Replacement,' the SR-47
Expressway, the Navy Way/Seaside Avenue Interchange, the South Wilmington Grade Sepatation,
the I-110 Connectors Program, and the development of an on-dock rail system.

19 Alameda Corridor-East Construction Authority (www.theaceproject.org).

1 The Gerald Desmond Bridge received $100 million in Congressionally-directed funding through the PINRS Program.
However, the estimated cost of replacing the bridge exceeds $800 million, leaving the project still in need of significant |
additional funding.




In an effort to generate revenue to support the development of this infrastructure, the Potts
of Los Angeles and Long Beach have approved an “infrastructure catgo” fee that will be applied to
containers moving through the ports. Additionally, the State of Californta considered, but ultimately
rejected, legislation that would have created a container fee at the Ports of Los Angeles, Long Beach,
and Oakland to support infrastructure projects and projects intended to mitigate the environmental
impacts of pott operations. These fees are described in mote detail below.

Ports of Los Angeles and L.ong Beach Infrastructure Fees

Beginning July 1, 2009, the potts of Los Angeles and Long Beach will each assess an
“infrastructure cargo” fee on containets moving through the ports to suppott the construction of
designated infrastructure projects. The fees approved by potts are expected to be $6 per 20-foot
TEU in 2009, but the fees can fluctuate based on the funding needs of infrastructure projects in
progress. The fees were originally proposed to be levied at $15 per TEU, and to be imposed
beginning on January 1, 2009. However, in December 2008 the two potts reduced the fees and
delayed their implementation in response to the continued economic downturn and a recognition
that the projects that would be funded with the fees were likely to require additional time to
complete their required planning and environmental reviews. A fact sheet authored by the Port of
Los Angeles anticipates that the fee will grow to $18 in 2010 and 2011 but could fall to $14 in 2012.

California State Container Fee

During its 2006 and 2008 sessions the California state legislature considered bills that would
have established State-imposed container fees and used their proceeds to fund freight and
environmental projects. The legislature passed such a bill in 2006, which was vetoed by Governot
Arnold Schwarzenegger. After tevising the bill in response to objections by the Governor and
Southern California lawmakers, the legislature passed another version of a container fee bill in
August 2008. This bill would have would required the Potts of Los Angeles, Long Beach, and
Oakland to begin collecting 2 container fee of up to $30 per 20-foot TEU by January 1, 2009, and
would have split the fee proceeds between freight transportation projects and projects to mitigation
port-related air pollution.

Governor Schwarzenegger vetoed the latest container fee bill on September 30, 2008,
arguing that it “does not provide necessary assurances that projects [funded by the fee] will achieve
the greatest cost-effectiveness, emission reductions, and public health protection ... does not
adequately provide the San Joaquin Valley with access to funds to reduce pollution ... and would
not provide any mechanism for the coordination and integration of infrasttuctute projects.” The
primary author of both the 2006 and 2008 bills, Senator Alan Lowenthal (D-Long Beach), has
indicated that he will not re-submit a similar bill in the upcoming legislative session.

2006 Infrastructure Bond Bill

In 2006 California voters approved the Highway Safety, Traffic Reduction, Air Quality, and
Pott Security Bond Act of 20006, typically referted to as “Proposition 1B.” Proposition 1B
authorized the State to issue almost $20 billion in general obligation bonds, including $2 billion in
bonds to establish a Trade Cortridor Improvement Fund (TCIF), which would be used to suppott
freight transportation projects. 'These funds, administered by the California Transportation
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Commission, may be for freight projects in a vatiety of transportation modes, including state
highway improvements and projects to improve the freight rail system, the capacity and efficiency of
seapotts, and airport ground access. According to the California Legislative Analyst’s Office, a non-
partisan fiscal and policy advisor to the State legislature, the TCIF approach represents a substantial
change from California’s traditional program for funding transportation. Prior to Proposition 1B,
the State had not funded projects such as freight rail improvements, and had not dedicated funding
specifically to trade cotridor mobility."”

in addition to the TCIF, Proposition 1B also authotized the issuance of $1 billion to fund

projects to reduce emissions and improve air quality in trade corridors. The California Air Resource
Boatd 1s responsible for administering the use of this funding.

San Pedro Bay Ports Clean Air Action Plan

Together, the Ports of Los Angeles and Long Beach have adopted a plan, titled the San
Pedro Bay Ports Clean Air Action Plan, for reducing polluting air emissions at the ports. Full
mmplementation of the plan’s components is expected to require the combined expenditute of
billions of dollats from all participating sources, including the potts, the State of Califotnia, and
industries that work in and atound the ports of Los Angeles and Long Beach. 'The plan’s
components are expected to cut emissions of particulate matter from port-related sources by 47
percent within five years. The plan will also reduce emissions of nitrogen oxides by 12,000 tons pet
year and reduce emissions of sulfur oxides by 8,900 tons pet year.

The specific components of the plan include the following:

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

»  Requiring the use of low sulfut fuels duting transits close to the ports and tequiting
reductions in transit speeds — and providing shore-side electricity to vessels docked at potts
(so that they do not have to idle their engines to generate electricity).

» Replacing or retrofitting cargo-handling equipment to meet stricter ait emissions standards.

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

Clean Truck Programs

One of the centerpieces of the Clean Air Action Plan are the implementation by the Port of
Los Angeles and the Pozt of Long Beach of Clean Ttuck programs, which are designed to reduce
‘the emissions of trucks used in pott 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 mote detail below. The two plans are similar - but not identical — and individual

12T egislative Analyst’s Office analysis of the California 2008-2009 Budget bill.
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trucking companies wishing to catry cargo in each port must enter into a separate concession
agreement with each pozrt.

Port of Los Angeles Clean Truck Program

Under the terms of its Clean Truck program, since October 1, 2008, the Pott of Los Angeles
has forbidden the entrance of trucks built before 1989. Beginning January 1, 2010, the Port will ban
the entrance of all trucks built before 1993 and all trucks built between 1994 and 2003 that have not
been retrofitted with emissions control technologies, Beginnjng January 1, 2012, the Port will ban
the entrance of any truck, regardless of age, that is not in compliance with the 2007 Fedetal Clean
Truck Emissions Standard.

According to data issued by the Port of Los Angeles, there ate approximately 1,000 Licensed
Motor Carriers (LMCs) cutrently coordinating the drayage provided by 17,000 owner-operator
truckers in the Port of Los Angeles. The Port states that this is “a financially unstable, inefficient
system that perpetuates the use of cheap, high-polluting and pootly maintained trucks.” The Clean
Truck Program secks to remedy this problem by limiting port access to trucks operating under
concession agreements with the Port, and offering these concession agreements only to LMCs who
have “direct control over employee dtivers.” The concession plan will phase in its new employment
requirements between 2008 and 2012. Individual truck ownet-operatots that are not LMCs and not
subject to a concession agreement currently retain their eligibility to operate at the Port. However,
they will lose this eligibility once the employment requitements ate fully phased into effect.

Under the terms of the concession plan, LMCs will be requited to pay $2,500 for a five-year
concession and to pay an annual fee of $100 for each truck they operate. Concessionaites will also
be requited to meet specified safety and security standards and hold required licenses and insurance
policies. In exchange for complying with these requitements, concessionaires will be eligible to
receive grants from the Port of Los Angeles Clean Truck Fund (desctibed beiow) to cover up to 80
petcent of the cost of purchasing a truck that complies with the new 2007 emissions standards.
Entities that do not receive funding for the purchase of a new truck will be eligible to receive $5,000
tor 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 February 18, 2009, the Port of Los Angeles will collect a “Clean Truck Fee” of
$35 from cargo ownets for each TEU of containetized catgo loaded in the pozt; this fee will not
apply to cargo moving on a train or cargo moved from one terminal to another terminal within the
port complex. Collection of the Clean Truck Fee was originally scheduled to begin in November
2008, but was delayed twice due to extended Federal Maritime Commission (FMC) review.” The
fee will be collected until 2012, when the entire fleet of trucks setving the Port of Los Angeles will
be required to meet 2007 emissions standards. The funds collected ftom this fee will be deposited
in a Clean Truck Fund and will be used to assist LMCs in purchasing clean trucks. Trucks ptivately

13 The FMC is an independent regulatory agency responsible for enforcing U.S. shipping taws. The FMC reviews
agreements made by ports, liner services, and other mantime entities — many of which enjoy some immunity from ant-
trust provisions — to assess their compliance with U.S. law, including whether they may result in an unreasonable
increase in transportation costs or a decrease in transportation services.

12




funded by LMCs that meet the requirements of the Clean Truck program will be exempted from the
container fee.

Port of Long Beach Clean Truck Program

Since October 1, 2008, the Port of Long Beach has banned the entry of trucks of model year
1988 and older as part of the Port’s Clean Trucks Program. Beginning January 1, 2010, trucks of
model year 1993 and older will be forbidden from serving the Post of Long Beach — together with
trucks from model years 1994 through 2003 that have not been tetrofitted with emissions conttol
technology. Beginning January 1, 2012, any truck not meeting the model year 2007 federal truck
emission standard will be forbidden from serving the Port 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, in
Long Beach, unlike at the Port of Los Angeles, LMCs holding a concession agteement will be
allowed to dispatch either employee-opetators or owner-operators to serve the Port. Ownet-
operator truck drivers serving the port will be required to enter their truck in the Pott Drayage
Truck Registry.

LMCs 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. Concessionaire employees and ownet-operators dispatched by concessionaites
will be offered financial assistance through two different programs to assist them in purchasing clean
trucks. Concessionaites 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 tanging between $500 and $1000 for the lease of a new
liquefied natural gas (LNG) poweted truck. These leases will last for seven yeats. At the end of the
lease period, concessionaires will be eligible to putchase theit leased truck by paying half of the
remaining cost of the truck. Convetsely, concessionaires can trade in an old truck and receive a
grant that will cover up to 80 petcent of the putchase cost of a new clean truck. '

Like the Port of Los Angeles, on Febtuary 18, 2009, the Port of Long Beach is scheduled to
begin collecting a $35 fee for each 20-foot TEU (§70 per 40-foot TEU) loaded in the port. The fee
will not be applied to containers that move through the pott by train, These container fees will be
collected in a fund that will be utilized to pay for concessionaires’ lease-to-own program and truck
putchase grants.

Containers carried on privately financed LNG-powered trucks will not be chatged a
container fee. Containers carried on privately financed diesel-poweted trucks will pay half the
standard container fee. For each privately financed clean truck that entered setvice after October 1,
2008, the truck’s owner will be required to provide proof that they have removed from setvice
another truck that did not meet the 2007 federal emissions standards.

Lawsuit Challenging Clean Truck Programs

On July 28, 2008, the Ametican Trucking Associations (ATA) filed a complaint fos
declaratory judgment and injunctive relief in the U.S. District Court for the Central District of
California against the Board of Harbor Commissioners of the City of Los Angeles, the Boatd of
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Harbor Commisstoners 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 alleged that the concession plans
approved by the Ports of Los Angeles and Long Beach would “unlawfully re-regulate the federally-
dercgulated trucking industty and, effective October 1, 2008, bat mote than one thousand licensed
motor cartiers from continuing to enter and setvice toutes in interstate commerce ditrectly to and
from the ports of San Pedro Bay.”

The suit alleged that the Ports of Los Angeles and Long Beach have violated the Federal
Aviation Administration Authotization Act, P.L. 103-305, which states that a “State, political
subdivision of a State, or political authority of 2 or mote States may not enact ot enfotce 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 suit further alleged that the concession plans impose unreasonable
burdens on interstate commerce under the Commetce Clause of the U.S. Constitution and 49 U.S.C.
§14504a.

Importantly, the ATA lawsuit challenged only the concessions portion of the Clean Truck
programs. The suit did not challenge the schedule for banning older trucks from the potts.

In August 2008 the U.S. District Court of California ruled in affirmation of the two ports’
right to implement their Clean Truck Plan. The ATA is cutrently seeking from the U.S. Court of
Appeals both a reversal of the lower court ruling and in injunction to stop the Clean Truck Plan
from being implemented. Oral arguments in that case are scheduled to begin on Match 4.

PrEVIOUS COMMITTEE ACTION

‘The Subcommittee on Highways and Transit previously held a heating on June 24, 2008 to
examine the role of the surface transportation network in moving people and freight.

The Subcommittee on Highways and Transit previously held a hearing on April 24, 2008 to
examine freight mobility issues facing the nation’s sutface transpottation systemmn.

The Subcommittee on Highways and Transit previously held a heating on April 9, 2008 to
examine transportation challenges of metropolitan areas.

The Subcommittee on Highways and Transit previously held a heating on June 7, 2007 to
examine the issues of congestion and mobility on the nation’s surface transpottation system.
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