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I have over 45 years of experience serving in leadership roles in the U.S., Asia and Europe, 
primarily in the container shipping, logistics/supply chain management and related transportation 
and maritime sectors with responsibilities that included; global container shipping, end-to-end 
supply chain management, asset management, marine terminal operations, international and 
domestic intermodal rail operations, alliance/consortium agreement management, andU.S. Flag 
shipping. I have extensive experience developing business strategy and managing its execution 
and have played a key role in implementing some of the most innovative developments in the 
container shipping industry. Over the last two decades, I have been recognized as one of the U.S. 
shipping industry's leading advocates on public policy issues.

I held various executive positions at APL (formerly American President Lines Ltd), both in the 
U.S., and Canada, from January 1980 to December 1997. Those numerous positions are listed in 
my attached CV. I became CEO of APL in 2003. Currently, from February 2016 to present, I 
serve as the Executive Chairman of American Intermodal Management, LLC (AIM), which is an 
asset owning/leasing and asset management company headquartered in Scottsdale, Arizona, 
focusing on the provision of high quality, intelligent chassis to the U.S. market.

I am also currently the Chairman of the World Shipping Council (based in Washington D.C and 
Brussels, Belgium, and Singapore), where I have chaired the Board of Directors since 2008. The 
WSC represents the 28 largest liner container shipping companies, which carry over 90% of all 
containerized cargo globally. The primary role of the WSC is to represent liner shipping in the 
areas of safety, security, environmental and regulatory developments.

A complete copy of my CV, as well as a more expansive summary of Board experience over my 
career, is attached hereto.

Introduction

I have been asked to opine on the following issues relating to the proposed modified mitigation 
measures analyzed as the Revised Project in the Final Supplemental Environmental Impact 
Report (SEIR) for the China Shipping Terminal in the Port of Los Angeles:

• If the original 10 mitigation measures from the 2008 EIR/EIS were imposed on 
the China Shipping terminal at the Port of Los Angeles (POL A), what would be 
the likely response from China Shipping from an operational standpoint?

• Would it be economically infeasible for China Shipping to replace its existing 
yard equipment (which has remaining useful life) with newly purchased cleaner 
equipment on a faster timeline than that proposed in the SEIR?

11060 E. Gold Dust Avenue, Scottsdale Arizona 85259



I have reviewed relevant sections of the SEIR, the original 10 mitigation measures from the 2008 
EIR and the proposed modified mitigation measures analyzed as the Revised Project in the SEIR. 
I have also reviewed the Memo Re Equipment Replacement Schedules for Revised Project 
Mitigation Measures in the China Shipping Supplemental EIR (APP #150224-504/SCH 
#2003061153), and the Cost Scenarios for Expenditures on Mitigation Requiring Infrastructure 
for Electrified Equipment. My opinions expressed herein are based upon operational and 
economic considerations of the shipping industry generally and the China Shipping Terminal, 
and do not take into account any legal or contractual obligations China Shipping may have under 
its existing agreements with the Port of Los Angeles.

Current State of the Shipping Industry

The shipping industry has undergone significant changes in recent years, which affects the 
economic viability of and constraints on individual shipping companies and terminals. I have 
attached hereto a presentation titled “Container Shipping Update, Implications and Opportunities 
for the Port of Los Angeles,” dated September 2019, which I presented to the Port of Los 
Angeles. This presentation offers further background of the current state of the shipping 
industry, portions of which I detail herein.

Historically, many ports in the United States leased tenninal properties to individual shipping 
companies, who operated those terminals primarily to support the volumes of the particular 
shipping company undertaking the lease. Shipping companies operated these terminals either 
directly themselves through terminal operating units/subsidiaries of the line, by utilizing the 
services of an Independent Terminal Operator (Stevedoring company, such as SSA), or through 
joint ventures between the shipping companies and Independent Terminal Operators. Specific to 
the U.S. West Coast, most Port Authorities, dating back to the 1970’s, had a majority of their 
terminals leased directly to shipping companies and their terminal operating subsidiaries, with a 
small number of terminals leased to Independent Terminal Operators. Independent Terminal 
Operators operated those terminals as “common-user” facilities supporting shipping companies 
who were either too small to shoulder the cost obligations of leasing an entire terminal, or those 
who chose to avoid lease obligations and have the freed om to contract with a variety of terminal 
operators for services. In the Southern California basin, currently there are twelve marine 
terminals between POLA and the Port of Long Beach (POLB), only one of which, Pier A in 
Long Beach, is a common user terminal.

However, in the last decade, there has been a trend away from ports leasing terminals to 
individual shipping companies. Instead, in the last decade, there has been a trend of shipping 
companies monetizing the value of their terminal holdings through attracting financial investors, 
largely private equity and infrastructure investors, to acquire substantial shares or outright 
ownership of their terminal holdings. In the Ports of Los Angeles and Long Beach, there are a 
number of terminals that are currently held jointly by the shipping companies/their terminal 
operating subsidiaries and financial investors (an example is Trapac, which is held jointly by 
MOL and Brookfield).
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Moreover, the marine terminal space in the U.S. is a very mature market, in that the majority of 
“developable” land has been developed and leased long term. At the Ports of Los Angeles and 
Long Beach, many terminals are committed for many years in long term agreements, so there is 
little in the way of opportunities in the near to medium term for there to be much change in the 
mix of players engaged in terminal leases with the Ports, other than the continuing trend of 
financial investors making investments in terminals held by the shipping companies and/or their 
terminal operating subsidiaries.

One other significant development in the container shipping industry over the last five years has 
been the dramatic increase of consolidation, including: CMA’s acquisition of APL (a tenant of 
POL A); Maersk (a tenant of POL A) acquiring Hamburg-Sud; Hapag Lloyd (operating at YTI, a 
tenant of POL A) acquiring UASC; the merger of the three Japanese carriers - NYK/MOL 
(tenants of POL A) with Kline; and, most impactful to the China Shipping Terminal in POLA, 
Cosco (historically operating at Pier J in POLB) acquiring China Shipping, and OOCL.

Consolidation has also triggered changes in the scale and the shape of shipping company 
alliances, which also has contributed to both an increase in the complexity of the operating 
environment, and a direct impact on terminal operating arrangements around the world.

These consolidations and alliance changes have had an impact on shipping line relationships 
with terminals, terminal operators and Port Authorities globally. As the ocean networks of these 
large companies have changed in scale and scope, there have been resulting changes to where 
vessels call, the frequencies of call and the size of ships needing to be accommodated. These 
huge companies have moved to larger ship sizes that their increase of scale has enabled them to 
deploy.

These dynamics have played differently around the globe creating “winners” and “losers” in 
terms of how individual terminals or ports have either gained or lost volumes related to growth 
of carrier alliance relationships. These relationships involve as few as two shipping companies 
(2M, an alliance between Maersk and MSC, the two largest carriers globally), and as many as 
four to five carriers (Ocean Alliance, an alliance involving Cosco (now including their 
acquisition/mergers with China Shipping, and OOCL), Evergreen, and CMA/APL). The impact 
of the Cosco acquisition of China Shipping and OOCL, as well as the changes to the Ocean 
Alliance (of which Cosco has been a member over the past two years), has unavoidable 
implications to the EIS/EIR process related to the former China Shipping terminal.

Given the significant changes in the shipping industry described above, many of the remaining 
terminals leased to individual shipping companies have become “cost centers.” That is because a 
terminal that is leased to and operated by the shipping company supports primarily its own 
volume, with only a minority of its volume coming from alliance relationship carriers’ volumes 
riding on their ships calling at its terminal. These are not terminals that are handling large 
volumes, or any volume for that matter, of “third party” for “profit” business as a “common- 
user” facility would. What a shipping company can charge its alliance partners for their volumes 
has a direct reciprocal relationship to what a shipping company must “pay” for its volumes riding 
on their alliance partners ships calling at their partners’ terminals. So, the cost of handling is very 
sensitive to how shipping companies arrange their vessel calls and use of vessel space within 
their alliances.
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The bottom line is that a shipping company will avoid the use of higher cost terminals; taking 
less space on a partners’ ships that operate at higher cost terminals, or simply refuse to pay a 
higher cost than what it would have incurred to utilize a lower cost terminal within their alliance. 
In any event, the higher cost terminal is at a competitive disadvantage and there will be a 
negative impact on that shipping company’s economics. It will also make that shipping 
company less attractive as an alliance partner, which has much broader implications.

Impacts on China Shipping Terminal

Due to changes in economic circumstances since certification of the EIS/EIR for the China 
Shipping Container Terminal in 2008, including purchase of China Shipping by Cosco and the 
other changes in the dynamics in the shipping industry discussed above, both worldwide and 
locally at the San Pedro Bay Ports, the China Shipping Terminal, as a lease to an individual 
shipping company, constitutes a “cost center.”

As a “cost center,” the China Shipping Terminal has extreme sensitivity to additional costs, 
which will drive the decisions of Cosco relative to the ongoing use of the terminal and to what 
extent they will be able to economically and competitively flow volume through this terminal as 
opposed to the terminals they also operate at the Port of Long Beach. Specifically, OOCL, now 
owned by Cosco, operates at the fully automated LBCT terminal at the Port of Long Beach.
That terminal is in the process of a major expansion, with Phase II due to be completed in 
2021/22, and which will add more than an additional 1.5m TEU of capacity which certainly 
presents the opportunity for Cosco to shift volumes to that terminal in the future. Cosco also 
uses the Pier J terminal in the Port of Long Beach in cooperation with SSA.

In these highly cost-sensitive circumstances, a “cost center” terminal leased to a single shipping 
company (such as the China Shipping Container Terminal) cannot afford to see its costs increase 
dramatically as compared to other terminals they can chose to utilize at more cost-effective 
levels.

In particular, the original mitigation measures from the 2008 EIS/EIR required electrification of 
the RTG section of the China Shipping Terminal, which is an impractical and uneconomic 
requirement. This requirement is extraordinarily costly, would disrupt the operations of the 
terminal for quite some time, and would subject the tenant to uncompetitive costs. This 
requirement alone would be a significant additional costly impact on the China Shipping 
Terminal, and would likely result in a decision by Cosco to relocate activities currently 
conducted at the China Shipping Container Terminal to one or more other terminals in the Port 
of Los Angeles, the Port of Long Beach or another port.

Additionally, the China Shipping Terminal is an existing, operating terminal, with an existing 
fleet of yard equipment, much of which retains remaining useful life. Such remaining useful life 
represents an asset of value to China Shipping, and a requirement that China Shipping 
prematurely replace such equipment with newer equipment before its remaining useful life is 
exhausted would impose a financial burden on China Shipping on top of the costs of purchasing 
new equipment.
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Accordingly, requiring China Shipping to operate subject to expensive mitigation obligations to 
purchase new yard equipment, without a reasonable schedule to phase in those purchases in a 
manner that allows China Shipping to first exhaust the remaining useful life of its existing 
equipment, would add to the cost of mitigation, and, taken together, could render the China 
Shipping terminal so costly as to make it financially unsustainable.

Due to formation of the Ocean Alliance including Cosco, CMS COM/APL, and Evergreen, 
Cosco has financial and organizational ability to relocate activities currently conducted at the 
China Shipping Container Terminal to one or more of the other terminals in the Ports.
Therefore, implementation of expensive mitigation requirements on operation of the China 
Shipping Container Terminal, without a reasonable schedule to phase in those requirements, is 
relatively more likely to incline Cosco to close the China Shipping Terminal (or dramatically 
scale back the vessel calls and related volumes) and relocate activities currently conducted there 
to one or more of the other terminals in the Port of Los Angeles, the Port of Long Beach or 
another port.

If activities currently conducted at the China Shipping Container Terminal are relocated to 
another terminal, the likely result would be either increased environmental impacts (if activities 
are relocated to a non-automated terminal with less-stringent mitigation requirements) or to 
adverse impacts on employment opportunities (if activities are relocated to an automated 
terminal). If activities are relocated to any terminal in the Port of Long Beach, whether 
automated or not, the likely effects would include loss of employment opportunities and 
revenues at the Port of Los Angeles.

Accordingly, based on all the factors discussed above, imposition of mitigation measures 
originally approved in the 2008 EIS/EIR that would require replacement of existing yard 
equipment prior to expiration of its remaining useful life, would likely result in a decision by 
Cosco to relocate activities currently conducted at the China Shipping Container Terminal to one 
or more other terminals in the Port of Los Angeles, the Port of Long Beach or another port.

Similarly, a revision of the modified mitigation measures in the Revised Project, suggested by 
commenters on the SEIR, that would require replacement of existing yard equipment prior to 
expiration of its remaining useful life, would likely result in a decision by Cosco to relocate 
activities currently conducted at the China Shipping Container Terminal to one or more of the 
other terminals in the Port of Los Angeles, the Port of Long Beach or another port.

There are limitations on relocation in the near term due to congestion at Evergreen and GGS, and 
LBCT, but that will change with expansion work underway at a number of these terminals, most 
significantly LBCT’s massive expansion capabilities. Thus, there is a very real threat that 
forcing uneconomic outcomes at the China Shipping Terminal will result in a significant loss of 
revenues and jobs in the Port of Los Angeles.
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