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Port of Grays Harbor maintains solid financial
position; modest cargo gain in 2019

Aberdeen, WA — Remaining committed to its fiscal policies and priorities, the Port of Grays Harbor
finished 2019 in a solid financial position. Director of Finance and Administration Mike Folkers
briefed the Commission on the Port’s 2019 financial and operating results at Tuesday’s Commission
meeting, noting the Commission’s sound business strategies resulted in the second highest operating
revenue for the Port overall, and the highest revenue generated by the Marine Terminals at nearly

S34 million.

While vessel calls were down significantly in 2019, the Port of Grays Harbor still handled a record
amount of cargo at its four deep-water terminals with nearly 3 million metric tons of cargo handled,
setting a new level for tonnage in the Port’s 108-year history. Notably, the opening of AGP’s new
processing facility in Aberdeen, South Dakota generated additional ag product exports at their

Terminal 2 facility in Aberdeen, WA.

Busy and diverse shipping activity at the docks also resulted in a strong employment year for local
longshore workers. Longshore hours worked topped 156,000 hours. "We are proud to see hours

worked remain steady for our local longshoreman,” shared Port Commission President Stan Pinnick.

2019 also marked a busy year of projects throughout the Port’s facilities, with more than $8 million

going toward Capital Improvement Projects. Dredging began at the Westport Marina for the first
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time in nearly 40 years. Investments in Marina user amenity improvements such as a new trash
facility, new restrooms, and a complete overhaul of the boat launch parking lot facility including
paving the entire parking lot, installation of a new restroom facility, a fish-cleaning station, a boat and
trailer wash-down facility, an automated pay station, an information kiosk, picnic table, benches and
trash cans. The Satsop Business Park paved West Park Lane, which services XNG’s compressed
natural gas facility and completed an important water connection project. After a 3-month closure,

Bowerman Airport saw the completion of a critical drainage project.

“The Port of Grays Harbor thanks our users for their patience this past year while we completed
improvements to the infrastructure that serves them,” commented Commissioner Pinnick. “Our
focus in 2020 is to continue to foster partnerships that result in additional investment and economic

opportunities for our community.”

On the heels of two record cargo years, the Port looks forward to future growth opportunities in 2020
and beyond, “We hope to increase the diversity of cargoes we handle here at the Port with progress
on a potential new project and private investment at Terminal 3,” shared Executive Director Gary
Nelson. “We will also move forward with preparing the former pontoon site for future development
to support cargo operations at adjacent Terminal 4. As you will hear from us throughout the year,

The Future is Here, in Grays Harbor”.

Founded in 1911, the Port of Grays Harbor is one of Washington State’s oldest port districts and
Washington’s only deep-water port located directly on the Pacific Ocean. The Port of Grays Harbor
operates 4 deep-water marine terminals, the Westport Marina, Bowerman Airport, Grays Harbor ship
assist services, numerous public waterfront access facilities, in addition to industrial and business
parks throughout the County. Strategically located midway between Seattle and Portland and only 1
% hours from open sea, the Port of Grays Harbor provides businesses a diverse portfolio of facilities.
More information on the Port of Grays Harbor’s facilities and operations is available at

portofgraysharbor.com.
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For the second year in a row, a record amount of cargo was handled at the Port of Grays
Harbor’s docks in 2019. The majority was export ag products from AGP’s Storage & Export
Facility at Terminal 2
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Grays Harbor District Report

Arrivals YTD January 31, 2020 were 8 arrivals for a total of 20 jobs. Capt. White had the duty in January
with Capt. D’Angelo filling in when traffic was heavy. The new year has started off better than expected
mainly due to 3 unanticipated RoRo vessels. The ag bulk outlook improved mid January with the
bankruptcy of Argentina’s largest soybean processor. The passage of the RFS has improved REG liquid
bulk outlook but not enough to offset the extremely difficult China log market. No change in our current
outlook for 2020 as we expect a total of 65 arrivals. That would be a 35% drop from 2018 arrivals.

Our dry bulk shipments continue to remain strong where we had 4 arrivals in January. Among other
arrivals were 1 liquid bulk and 3 RoRo. Our forecast arrival mix for 2020 looks like 54 drybulk, 6 liquid
bulk, 0 loggers, 4 RoRo and 1 military for a total of 65 arrivals.

Pilot Boat Chehalis

Still finishing up a few items from 2019 repair and maintenance plan and gathering information from
pilots and operators to develop 2020 work plan.

Dredging

US Army Corps of Engineers (USACE) contractor HME arrived week of January 6™ and commenced work
in the Cow Point turning basin where they plan to work in the channel until Feb. 15%™.

Due to poor weather, the Port terminal dredge contractor was stuck in Neah Bay waiting for a window
to move the dredge “Patriot” to Grays Harbor. After about 2 weeks of standing by the dredge finally
arrived Feb. 12. Fortunately, we were able to get an extension from the agencies to dredge until
February 29". We finished berth dredging Feb. 17.

Business Development

Export Potash Facility. BHP’s Grays Harbor Potash Export Facility site: www.bhp.com/pghpotashexport

The public comment for the Quinault Indian Nation (QIN) was extended for a fourth time. The shoreline
hearings examiner has agreed to accept comment s from QIN up until 1/31/20. The requested
extension was mutual decision of QIN and BHP. QIN and BHP discussions/negotiations are ongoing in
hopes of developing an MOU to address future impacts to treaty rights.

Our understanding is that the QIN Council will consider agreements with both BHP and Contanda at
their next meeting Feb. 25™. Contanda is our liquid bulk tenant and has been trying to get permitted to
expand their product mix after forgoing crude oil and other petroleum products. We are hopeful for
some direction that will allow both parties to move forward in the permitting process.
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A Request from the American Pilots’ Association to
State Pilotage Authorities Regarding Pilot Safety

This past December 30", Captain Dennis Sherwood, a New York licensed pilot, was killed from a fall
while embarking an inbound container ship. The embarkation in this instance was via a combination
arrangement of an accommodation ladder and a pilot ladder. Such a combination is required whenever the
distance from the surface of the water to the point of access to the ship is more than nine meters. This particular
combination arrangement, however, involved a trapdoor in the platform of the accommodation ladder with the
pilot ladder hanging from a cross beam near the bottom of the platform, and with the top step of the ladder
significantly below the level of the platform. This requires a pilot to pull himself or herself up through the
trapdoor while twisting to get a secure footing on the platform. Captain Sherwood fell while attempting to
make that difficult maneuver to transfer from the pilot ladder to the platform above.
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Example of trapdoor arrangemnt with ladder hanging from bottom of platform

This trapdoor arrangement is currently found on a number of ships with accommodation ladder-pilot
ladder combinations, despite the facts that it has long been considered by pilots to be unsafe and that the IMO
has recognized that it is unsafe by taking steps to eliminate it. Since at least 1979, IMO guidelines have
recommended that pilot ladders used with a trapdoor extend to the height of the platform’s handrail. The
purpose of that recommended practice is to bring the ladder steps up to a level from which the pilot can step
across to the platform rather than pull himself or herself up to it.
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Nine years ago, the IMO revised the SOLAS pilot transfer regulation (SOLAS V/23) and its
implementing guidelines (Res. A.1045) in response to continuing complaints about unsafe pilot transfer
arrangements. The effective date for the new standards was July 1, 2012. Several of the revisions addressed
the use of trapdoors in combination arrangements and were intended to eliminate pilot ladders that hang from
the bottom or near-bottom of the platform, as well as other problems with such arrangements.

To address the pilot ladder-platform transition issue, Regulation 23 specifies that a pilot ladder “shall
be rigged through the trapdoor and extend to the height of the handrail” (V/23.3.3.2.1) and, in addition, “means
shall be provided to secure the lower platform of the accommodation ladder to the ship’s side, so as to ensure
that the lower end of the accommodation ladder and the lower platform are held firmly against the ship’s side.”
(V/23.3.3.2). Similarly, Resolution A.1045 provides that when a trapdoor is used in a combination
arrangement, “the pilot ladder should extend above the lower platform to the height of the handrail and remain
in alignment with and against the ship’s side.” (A.1045, paragraph 3.8).

Against this background, it is frustrating, and now tragic, that pilots continue to encounter, and have to
deal with, trapdoor arrangements like the one found on the ship from which Captain Sherwood fell. BUT, it
doesn’t have to be this way. Complying with Regulation 23 and Resolution A.1045 is not an expensive
proposition. Replacing or retrofitting equipment to meet the standards would not be a significant project.

On behalf of the 1,200 pilots in the U.S. state pilotage system, we are asking for your help in
bringing about a swift end to this dangerous situation by taking responsible measures, including, but
not limited to, the ones proposed below, to protect the safety of the pilots under your jurisdiction.

1. Message to Pilots.

By whatever means you normally use to communicate with your pilots and pilot association(s), remind
them that a pilot may refuse to use a transfer arrangement that he or she reasonably believes is unsafe. In
particular, you should note the problems with a trapdoor arrangement similar to the one from which Captain
Sherwood fell, and provide a brief description of the current IMO standards for combination arrangements
using a trapdoor. You should also confirm that you will support, and defer to the judgement of, a pilot who
refuses to use a transfer arrangement that he or she believes is unsafe, unless that refusal is later shown to be
clearly unreasonable or insincere.

2. Message to the Maritime Community

By whatever means you consider appropriate, issue a notice to pilot users and others in your local
maritime community that you are aware that some ships may offer a pilot transfer arrangement consisting of
an accommodation ladder/pilot ladder combination with a trapdoor that does not meet IMO standards in effect
since at least 2012. Further, advise that, in response, you have reminded the pilots that they may refuse to use
a pilot transfer arrangement that they reasonably believe is unsafe, particularly the offending trapdoor
arrangement. Urge ships with a trapdoor arrangement to bring their arrangements into compliance with the
current IMO standards as soon as possible in order to avoid potential disruptions to ship schedules and port
operations. Ships can either (1) switch to the more traditional system of a pilot ladder hung from the ship’s
deck, positioned adjacent to the accommodation ladder platform, and secured to the ship’s hull at a point
nominally 1.5m above the platform; or (2) ensure that the trapdoor arrangement meets the following IMO
standards:
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pilot ladder rigged through the trapdoor extending above the platform to the height of the handrail;

b. lower platform of accommodation ladder secured to the ship’s side, so as to ensure that the lower end
of the accommodation and the lower platform are held firmly against the ship’s side; and

c. pilot ladder remains against the ship’s side.

If you have any questions, please don’t hesitate to contact us. Also, we would welcome any suggestions that
you might have for alternative methods or strategies for improving this or any other situation jeopardizing pilot
safety. We look forward to working with you on this important matter.

SOLAS V/23 and Resolution A.1045 (27) are available at:
http://www.americanpilots.org/document center/Activities/SOLAS%20V%20Req%2023%20and%20Res.%

201045.pdf
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WA State Board of Pilotage
Commissioners

Industry Update:
February 20, 2020 Meeting

Vessel Arrivals and Assignments Continue to Drop
Jan 2020 to Jan 2019 comparison

% Bulkers down 1in

% Container arrivals down 4
% Car Carriers down 2

£ Tankers down 5

# Grays Harbor down 1

Assignments down over 7% or 43 in January 2020
comparison with January 2019

Recall Assignments Down 325 Pilot Assignments in 2019 per
BPC staff reports = Down 368 in past 13 months

Port Competition Trends — Losing Market Share/Volume

# NWSA now down 7 % TEUs from peak year
# See updated chart provided separately

Legislative Session and Regulatory Update

% Environmental — Low Carbon Fuel Standard Opposed by key Senate Chair
# Terminal Automation Limitation on use of Public Funds appears to be dead
# Stormwater Permit Appeal Moves Forward

% Transportation Funding Uncertainty Continues



China to grant tariff exemptions on 696 U.S. goods to support
purchases

By Se Young Lee, Reuters

BEIJING (Reuters) - China will grant exemptions on retaliatory duties imposed against 696 U.S. goods, the most
substantial tariff relief to be offered so far, as Beijing seeks to fulfill commitments made in its interim trade deal
with the United States.

Tuesday’s announcement comes after the Phase 1 trade deal between the two countries took effect on Feb. 14
and is the third round of tariff exemptions China has offered on U.S. goods.

China has committed to boosting its purchases of goods and services from the United States by $200 billion over
two years as part of the agreement, and has already rolled back some additional tariffs on U.S. imports after the
deal was signed.

From toys to Teslas, China’s coronavirus disrupts flow of global
business By David Pierson, LA Times

Like many other American staples and luxuries, L.O.L. Surprise! dolls are made in China. Chatsworth-based
MGA Entertainment has them manufactured in Guangdong province, trucked to the port in Yantian Harbor,
loaded on ships and brought to the United States, where the popular toys are distributed to retailers and scooped
up by eager children. The process went smoothly for years.

Then the coronavirus outbreak hit, and the supply chain stuttered.

The situation is “a disaster, frankly,” MGA Chief Executive Isaac Larian said. Production of his company’s toys
has dropped 60% compared with this period last year. To get by, he said, he is filling only partial toy orders — “if
a retailer wants 100,000 pieces, we're giving them 15,000 or 20,000.”

Robot invasion isn’t top threat to Ports of Tacoma and Seattle.
Market competition IS The News Tribune

Automation is shaking up the American workforce, making its impact felt across the entire economy.

Fear of robots runs especially deep in blue-collar lunchrooms and union halls, from agriculture and warehouse
work to assembly line and factory jobs.

Longshore workers at the Ports of Tacoma and Seattle are certainly part of that trend. So it's only natural they
would eye automation suspiciously, determined to preserve high-wage, good-benefit jobs that have sustained
generations of Puget Sound families who work hard on the waterfront.

$94 Million Judgement Threatens ILWU

By Mark Friedman, Random Lengths

Few paid attention to terminal operator International Container Terminal Services Oregon until this past
November, when an eight-member federal grand jury awarded the company $94 million—to be paid by the
workers of the ILWU. The money is intended to punish the union for work slowdowns that began in 2012.

In Portland, a jury of eight ruled for management against the union. The decision was based on a finding the dock
workers union sabotaged shipping traffic and caused productivity to plummet through years of labor slowdowns
and stoppages. On Feb. 14 the trial judge will review the award and the union may still appeal the judgement.
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West Coast Trade Report

Parsing the November 2019 TEU Numbers

Please note: The numbers here are not
derived from forecasting algorithms or
the partial information available from
U.S. Customs and Border Protection but
instead represent the actual TEU counts
as reported by the major North American
seaports we survey each month. The U.S.
mainland ports we monitor collectively
handle over 90% of the container
movements at continental U.S. ports.
Unless otherwise stated, the numbers in
this portion of our analysis do not include
empty containers.

Import Traffic
This is about the November front-loading
surge that didn’t happen.

On December 9, the National Retail
Federation announced in a press release
that “Retail imports surged in November
ahead of December tariffs”. Citing the
most recent Global Port Tracker forecast,
the NRF release alleged that, while “final
numbers are not yet available, estimates
indicate that November jumped to 1.95
million TEU, up 8 percent year-over-year
as retailers frontloaded imports ahead of
this month’s scheduled tariffs.”

These numbers were duly reported

that very same day in the Journal

of Commerce under the headline
“November imports to pop on fresh tariff
front-loading: retailers”. Not surprisingly,
the buoyant expectation soon popped up
in other shipping industry publications.

But, almost immediately, a contrary story
began to emerge.

Pacific Merchant Shipping Association

January 2020
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November 2019 - Inbound Loaded TEUs at Selected Ports

Nov 2019 | Nov 2018

371,350

293,287

664,637

77,350
94,978
836,965
11,5638
301,123
38,940
103,410
82,785
173,863
27,390
26,959
37,763
803,771
10,156
101,494
111,650
123,918
58,181

182,099

1,934,485

1,752,386

1,019,064

422,793

319,877

742,670

83,364
116,607
942,641

12,824
301,826

42,794
112,218

84,125
169,159

30,541

31,836

33,502
818,825

8,655
101,320
109,975
151,585

44,843
196,428

2,067,869
1,871,441

1,139,069

%
Change

-12.2%

-8.3%
-10.5%

-71.2%
-18.5%
-11.2%
-10.0%

-0.2%

-9.0%

-7.8%

-1.6%

2.8%
-10.3%
-15.3%

12.7%

-1.8%

17.3%

0.2%
3.3%
-18.3%

29.7%

-7.3%

-6.5%

-6.4%

-10.5%

Nov 2019
YTD

4,340,755

3,435,207

7,775,962

893,900
1,263,428
9,933,290
138,196
3,482,007
482,847
1,262,673
984,535
2,046,531
325,383
290,053
405,593
9,417,818
125,187
1,144,516
1,269,703
1,568,839
616,903
2,185,742
22,806,553
20,620,811

12,119,032

Nov 2018
YTD

4,401,678

3,724,281

8,125,959

878,496
1,313,750
10,318,205
136,108
3,358,777
467,800
1,215,845
921,387
1,904,927
298,510
336,455
379,358
9,019,167
110,791
1,079,296
1,190,087
1,604,759
517,162
2,121,921
22,649,380
20,527,459

12,440,126

%
Change

-1.4%

-7.8%
-4.3%

1.8%
-3.8%
-3.7%

1.5%

3.7%

3.2%

3.9%

6.9%

7.4%

9.0%

-13.8%

6.9%

4.4%
13.0%

6.0%

6.3%
-2.2%
19.3%

3.0%

0.7%

3.6%

0.7%

Source Individual Ports

pmsaship.com
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Parsing the November 2019 Loaded TEU Numbers Continued

November Year-to-Date
Total TEUs (Loaded and
Empty) Handled at Selected
Ports

November 2019 - Outbound Loaded TEUs at
Selected Ports

Nov 2019 = Nov 2018 % Nov 2019 Nov 2018 %
Change YTD YTD Change

Los Angeles 138,545 152,527  -9.2%  1,625948 1,756,090 -7.4% Los Angeles
Long Beach 123,705 115774  6.9% 1,347,407 1,409,682 -4.4% Long Beach
.fg:‘a IF; sl sy 262,250 268,301 -2.3% 2,973,355 3,165772 -6.1% NYNJ
; 5.9%
Oakland 81,781 77285  5.8% 856377 825415  3.8% LI [E=2]
NWSA 73,589 83,677 -12.1% 837,465 868,145 -3.5% NWSA
USWC Totals 417,620 429263 -2.7% 4,667,197 4,859,332 -4.0% Vancouver
Boston 6,128 6,737  -9.0% 75,856 74293  2.1% Manzanillo
NYNJ 119,422 115415  3.5% 1,349,679 1,360,853 -0.8% —
Maryland 20254 17,581 15.2% 215,100 212,051  1.4%
Virginia
Virginia 77,241 77,789  -0.7% 887,839 902,269  -1.6%
Oakland
South Carolina 62,831 61,903  1.5% 755,059 749,001  0.8%
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Parsing the November 2019 Loaded TEU Numbers Continued

On December 10, the Ports of Los Angeles and Oakland
both posted their November container numbers. Big year-
over-year gains? No. Inbound loads at LA dropped 12.2%
(-51,443 TEUs), while Oakland saw a 7.2% (-6,014 TEUs)
fall-off.

The next day saw the Port of Long Beach announce
an 8.3% (-26,590 TEUs) decline in November's tally of
inbound loads.

On December 19, the Northwest Seaport Alliance Ports
of Tacoma and Seattle announced their inbound loads in
November had plummeted by 18.5% (-21,629 TEUs).

Back East, the nine ports from Boston to Miami that

we monitor combined for a 1.8% (-15,054 TEUs) dip in
inbound loads. Only Savannah (+2.8% or +4,704 TEUs)
and Miami (+12.7% or +4,261 TEUs) posted year-over-year
gains.

Down along the Gulf Coast, import loads at the Port of
New Orleans jumped by 17.3% (+1,501 TEUs), but the
Port of Houston managed just a 0.2% (+174 TEUs) gain.
Together, the two Gulf Coast ports saw a 3.3% (+1,675
TEUs) bump in their import loads.

Up in British Columbia, Vancouver reported a sharp 18.3%
(-27,667 TEUs) drop in import container traffic, but Prince
Rupert ran up a 29.7% (+13,338 TEUs) increase, leaving
the two with a combined loss of 7.3% (-14,329 TEUs).

Clearly, the predicted surge failed to materialize,
demonstrating if nothing else how hazardous the already
perilous business of trade forecasting can be in the age of
Trump.

The seven major Pacific Coast ports in Canada and the
U.S. handled 1,019,064 inbound loads in November, down
10.5% (-120,005 TEUs) from the previous year. The USWC
share of that trade slipped to 82.1% from 82.8% a year
earlier.

Collectively, 1,934,485 loaded TEUs were discharged in
November at the 18 U.S. and Canadian ports we monitor,
down 6.5% (-133,384 TEUs) from a very busy November a
year earlier. With 836,965 loaded import TEUs, the Big Five
USWC ports accounted for a 47.8% share of containerized
imports through our collection of U.S. mainland ports,
down from their 50.4% share in November 2018.

PMSA

Through the first eleven months of this year, 22,806,553
loaded inbound TEUs entered the eighteen U.S. and
British Columbia ports tracked by this newsletter. That
represented a gain of just 0.7% or 157,173 TEUs over the
same stretch in 2018.

For the record, on January 10 the National Retail
Federation issued a press release noting that November
import volumes at the ports monitored by the Global Port
Tracker were actually down 7.5% — not up eight percent
as predicted in the NRF press release a month earlier.

Export Traffic

Tariffs, both the ones we've imposed and the ones other
nations have imposed against us, had a highly varied
impact on containerized exports in November. At the Port
of Los Angeles, export loads slumped by 9.2% (-13,982
TEUs) from a year earlier, but export loads were actually
up 6.9% (+7,931 TEUs) next door at the Port of Long
Beach. Exports were also up at the Port of Oakland by
5.8% (+4,496 TEUs). However, the number of export loads
at the NWSA ports plummeted by 12.1% (-10,088 TEUSs).
Collectively, the Big Five USWC ports saw a 2.7% (-11,643
TEUSs) decline in loaded export containers from a year
earlier.

Outbound loads at our nine U.S. East Coast ports, while
generally up, varied from port to port. Baltimore (+15.2%),
Miami (+14.4%), and Savannah (+10.1%) posted strong
gains, while Charleston and Port Everglades (both +1.5%)
had numbers that were less inspiring. Virginia was down
0.7%.

Once again, exports were again strongest along the Gulf
Coast. Houston’s 18,527 TEUs leap in outbound loads
represented a 20.7% jump from the previous November.
New Orleans was up by a 21.4% (+4,111 TEUs).

November also saw a notable slide in export loads at the
two British Columbia ports. At Prince Rupert, outbound
loads were down by 5.1% (-818 TEUs), while Vancouver
recorded a 7.4% (-7,368 TEUs) decline. Together, the two
ports registered a 7.1% (-8,186 TEUSs) fall-off in outbound
loads.

Looking solely at the sixteen U.S. mainland ports that we
monitor, November's container export trade rose by 3.6%
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Parsing the November 2019 Loaded TEU Numbers Continued

USWC Ports Shares of Worldwide U.S.
Mainland Container Trade, November 2019

Nov 2019 Oct 2019 Nov 2018

Shares of U.S. Mainland Ports Containerized Import Tonnage

LA/LB 27.2% 26.8% 29.5%
Oakland 3.9% 3.7% 4.0%
NWSA 5.1% 5.0% 6.2%

Shares of U.S. Mainland Ports Containerized Import Value

LA/LB 34.6% 34.4% 37.2%
Oakland 3.6% 3.5% 3.6%
NWSA 6.9% 6.5% 7.6%

Shares of U.S. Mainland Containerized Export Tonnage

LA/LB 20.3% 21.2% 23.8%
Oakland 6.6% 6.5% 6.3%
NWSA 8.5% 8.2% 9.7%

Shares of U.S. Mainland Conatainerized Export Value

LA/LB 20.4% 20.3% 22.1%
Oakland 8.1% 7.4% 6.9%
NWSA 5.0% 4.4% 4.7%

Source: U.S. Commerce Department.

USWS Ports Shares of U.S. Mainland
Trade With East Asia, November 2019

Nov 2019 Oct 2019 Nov 2018

Shares of U.S. Mainland Ports’ East Asian Container Import Tonnage

LA/LB 44.0% 42.4% 45.5%
Oakland 4.5% 4.4% 4.2%
NWSA T7.7% 7.4% 8.6%

Shares of U.S. Mainland Ports’ East Asian Container Import Value

LA/LB 51.4% 50.0% 53.2%
Oakland 4.3% 4.1% 4.0%
NWSA 10.0% 9.4% 10.7%

Shares of U.S. Mainland Ports’ East Asian Container Export Tonnage

LA/LB 35.1% 35.9% 38.3%
Oakland 9.3% 9.2% 8.6%
NWSA 14.5% 13.4% 15.3%

Shares of U.S. Mainland Ports’ East Asian Container Export Value

LA/LB 41.4% 41.8% 44.6%
Oakland 13.1% 11.8% 11.5%
NWSA 10.2% 8.9% 8.9%

Source: U.S. Commerce Department.

(+37,192 TEUs) from a year earlier, largely on the strength
of the export surge through the Gulf Coast. The Big Five
USWC ports accounted for a 38.9% share of all loaded
outbound TEUs shipped out of U.S. mainland ports, down
from a 41.4% share a year earlier.

Looking now just at outbound loads from the seven
major container ports on the Pacific Coast of the U.S. and
Canada, export traffic dwindled by 3.6% (-19,829 TEUs)
from last November. The USWC share of the binational
Pacific Coast container export trade amounted to 79.6%,
up from 78.82% a year earlier.

Through November, 13,185,956 loaded TEUS sailed from
the eighteen ports in the U.S. and British Columbia we

PMSA

monitor. That was a decline of 0.2% (-23,563 TEUs) from
the same point in 2018.

Total TEUs to date. Just two of the twenty-one U.S,,
Canadian and Mexican ports we track failed to register
gains in the total number of loaded and empty TEUs
handled through November — the Port of Long Beach
(-5.2% or -382,607 TEUs) and Florida's Port Everglades
(-6.4% or -65,024 TEUs). The 8,590,883 TEUs that crossed
the docks at the Port of Los Angeles in the year's first
eleven months represented just a 0.4% (+35,393 TEUs)
increase over the same period in 2018. Together, the
two San Pedro Bay ports handled 15,557,654 total TEUs,
347,214 fewer TEUs (-4.8%) than they had by the same
point a year earlier.
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Parsing the November 2019 Loaded TEU Numbers Continued

The Port of Oakland eked out a 0.1% (+1,542 TEUSs)
year-over-year gain in total boxes, while the NWSA ports
managed a 1.2% (+43,281 TEUs) increase.

Altogether, the Big Five USWC ports handled 303,391
fewer TEUs (-1.4%) than they had through November of
the preceding year.

Weights and Values. Even though the TEU is the shipping
industry’s preferred unit of measurement, we present two
alternative metrics — the declared weight and value of
the goods contained in those TEUs -- in hopes of further
illuminating recent trends in the container trade along the
USWC. For the most part, these numbers contain little
good news for USWC port officials.

Exhibit 4: USWC Ports and the Worldwide Container
Trade. Exhibit 4 documents the continuing erosion of

the USWC share of containerized imports (regardless of
nation of origin) entering mainland U.S ports. The two
San Pedro Bay ports saw their combined percentage of
containerized import tonnage slide in November to 27.2%
from 29.5% a year earlier. The two experienced a parallel
drop in the declared value of containerized imports to
34.6% from 37.2% last November. Oakland saw its share
of import value remain unchanged from a year earlier, but
its import tonnage share slipped to 3.9% from 4.0%. The
NWSA ports meanwhile sustained sizable year-over-year
declines in both value and tonnage shares.

On the export side, the Southern California ports
continued to lose market share, whether measured in
tonnage or dollar value. Oakland fared much better,
with year-over-year gains in both export tonnage and
value shares. The NWSA ports’ export shares trended
downward in tonnage but upward in value.

Exhibit 5: USWC Ports and the East Asia Trade. Here

are the numbers that most trouble USWC port officials

-- the figures on containerized imports arriving at U.S.
mainland ports from East Asia. In November, the Ports of
Los Angeles and Long Beach saw their combined share
of import tonnage continue to slide to 44.0% from 45.5%
a year earlier, while their collective share of import value
slipped to 51.4% from 53.2%. Elsewhere along the coast,
Oakland improved both its tonnage and value shares.
Meanwhile, the NWSA ports saw declines in both tonnage
and value terms.

PMSA

On the export side, the San Pedro Bay ports’ share of
containerized export tonnage to East Asia shrank to
35.1% from 38.3%, while their combined share of the value
of those containerized imports slipped to 41.4% from
44.6%. Oakland saw a bump in both its share of import
tonnage and value tonnage. Outcomes were more mixed
at the NWSA ports, with a decline in tonnage share but an
increase in value share.

Oakland: Nothing If Not Consistent

In 2003, the Ports of Los Angeles and Long Beach
handled 28.8% of all containerized cargo tonnage passing
through U.S. mainland ports. The Ports of Seattle and
Tacoma collectively handled 7.6%, while the Port of
Oakland’s share was 4.8%.

Fifteen years later, in 2018, the Ports of Los Angeles and
Long Beach handled 26.9% of all containerized cargo
tonnage passing through U.S. mainland ports. The Ports of
Seattle and Tacoma (rebranded as the Northwest Seaport
Alliance) handled 6.9%, while the Port of Oakland's share
was...exactly the same as it was in 2003, 4.8%.

Oakland has not only maintained its share of the nation's
maritime trade against growing competition from other
North American ports, it has also increased its share

of containerized goods passing through the five major
USWC container ports, from 10.9% in 2003 to 12.0%
through first eleven months of 2019.

Much of the reason for its consistency is that Oakland
has been much less dependent on serving a national
market. As a July 2019 forecast developed for the

SF Bay Conservation and Development Commission
observed: “Future volume through Bay Area seaports
will be determined by economic activity in the Bay Area
itself, and in the broader Central and Northern California
market.” And the Bay Area and its surrounding hinterland
have been doing exceptionally well, economically.

Although a vibrant regional economy should continue to
buoy the port's growth prospects, there is at least one
frowning cloud on the horizon. That would be President
Trump’s threat to impose a 100% tariff on European
wines, about 113 metric tons of which came into the port
through the first eleven months of 2019. Imposition of
that levy could dampen a few spirits.
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Parsing the November 2019 Loaded TEU Numbers Continued

First Glimpse at November’'s Numbers

Given the burst of imported goods that came through U.S.

ports in December 2018, forecasters almost uniformly
expected that December 2019 would see much slimmer
volumes. That seems to be playing out among the early-
reporting U.S. mainland ports we track. But it's a scenario
playing out with a particular vengeance along the U.S.
West Coast.

At the Ports of Los Angeles and Long Beach, December
import loads tumbled by 17.3%. The Northwest Seaport
Alliance Ports of Seattle and Tacoma saw their inbound
loads plunge by 23.8%, while inbound loads through the
Port of Oakland’s fell 6.6% from a year earlier. Altogether,
the Big Five USWC ports handled 184,069 fewer loaded
import TEUs than they had in December 2018.

Jock O'Connell's Commentary:

Four other U.S. ports (Boston, Virginia, Charleston, and
Houston) have thusfar reported their December container
statistics, and not one shows year-over-year gains on
their import ledgers. That, however, is not the case in
British Columbia, where Vancouver posted a modest 1.8%
increase while Prince Rupert’s inbound load tally swelled
by 19.2%.

As for outbound loads, there were some surprises in
December, perhaps none more notable than the 10.6%
increase in export traffic at the Port of Long Beach. That
continues a five-month streak of year-over-year gains in
export loads through the port. While both the Port of Los
Angeles and the NWSA ports showed sizable declines
(12.0% and 11.1%, respectively), Oakland reported a 3.1%
increase in outbound loads.

Chasing the Chimera of Market Share

“There’s been a loss of market share for a generation on the
West Coast. Seventeen years ago, 80 percent of the cargo
within the trans-Pacific theater moved over the West Coast.
Today, it's about 60 percent.”

That's what Port of Los Angeles Executive Director
Gene Seroka told the Port Performance North America
Conference hosted by the Journal of Commerce in
Newark, New Jersey in early December.

Well, since things have gotten worse, almost as if “The
March to the Scaffold”, Hector Berlioz's big hit tune of

1830, might be a fitting soundtrack for a contemporary
documentary on U.S. West Coast ports.

Year-end numbers out of the two Southern California
ports paint an unhappy picture. Total container traffic

in 2019 at the Port of Los Angeles was not only down

by 1.3% (-121,117 TEUs) from 2018 but was also down
from the year before that. At the Port of Long Beach,
total container volume dropped by 5.7% (-458,991 TEUs)
from 2018. Taken together, the two San Pedro Bay ports
— by far the nation’s premier container trade gateway -
suffered a 3.3% year-over-year fall-off in container traffic,
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a decline amounting to 580,108 fewer TEUs. But perhaps
even more disconcerting is that the two ports last year
managed just a 0.5% (+82,263 TEUs) increase in total box
traffic over 2017.

Import loads at LA for the year were the lowest since
2016. Export loads were the lowest since 2015. Traffic
in empty containers, mercifully, was up 6.8% from 2018.
Next door at Long Beach, dockworkers handled fewer
inbound as well as outbound TEUs than they had a year
earlier. (It should be noted, though, that outbound loads
from Long Beach have been up in each month since
August. But, except for April, inbound loads in 2019
were below 2018 levels in every month all year.) Unlike
its neighbor, Long Beach saw a decline in the number of
empty boxes last year of 2.8%.

Elsewhere along the U.S. West Coast, the Port of Oakland
experienced a more modest stumble, with total TEUs
down 1.8% from 2018, but still up 3.3% from 2017.
Meanwhile, the Ports of Seattle and Tacoma (operating as
the Northwest Seaport Alliance) combined to handle 0.6%
fewer TEUs than they had in 2018 but 2.0% more than in
2017.
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Commentary Continued

Altogether, containerized trade though the five major
USWC container ports in 2019 totaled 23,245,402 TEUs,
down 649,346 TEUs from a year earlier. Inbound loaded
containers through those ports were down 5.0% (-568,980
TEUSs) from the preceding year. Outbound loads were off
3.9% (-205,031 TEUSs).

By comparison, 2019 saw the Port of Prince Rupert post a
remarkable 16.9% jump in its total container volume over
2018. However, Vancouver eked out a bare 0.1% gain in
total TEUs. In the warmer latitudes, the Port of Houston
logged a 10.6% boost, while container traffic through

the Port of New Orleans jumped 9.7%. Back East, the
Port of Charleston saw its TEU traffic grow by 5.2% from
2018, while the Port of Virginia saw a more modest 2.9%
increase. And, despite the distractions of a dreadfully
disappointing baseball season, the small but proud Port
of Boston nudged its 2019 container volume up by 0.8%.

Given the trading frenzies of 2018, when tariff-threatening
tweets from the White House drove shippers to hasten
imported goods past the Customs House, lower numbers
were widely expected for 2019. According to some box-
counters, that is indeed proving to be the case, as our
friends at the esteemed Journal of Commerce reported on
January 22 (“US East Coast port growth dragged to three-
year low in 2019". Yet, with the numbers at the Big Five
USWC ports uniformly off while major ports elsewhere
were turning in better if not spectacular numbers, the
erosion of the USWC market share shows little sign of
becoming less relentless.

Some readers of this newsletter have been suggesting
that we should desist from the monthly recitation of what
have become almost invariably gloomy TEU numbers at
America’s Pacific Coast ports. After all, it's been implied,
we really shouldn't be providing statistical ammunition to
rival North American ports, who might then use our data
to further their lobbying for even more billions of state
and local tax dollars to bolster their container-handling
capacities. (You know, to match the vast sums California,
Oregon, and Washington State have been pouring into
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projects to enhance the competitiveness of our ports.)
But we're not the only source of USWC box tallies, and
we're confident that ports elsewhere can do their own

arithmetic without our help.

Still, regularly posting the raw numbers does serve as a
useful counterweight to the credulity-straining efforts

of the Kellyanne Conways the ports employ to serve up
plates of sow’s ear in a creamy Dijon sauce. (“Port sets
all-time record for empty container exports!!!”) While

a cheerful headline in the local rag might salve the
anxieties of port officials, do we truly want public officials,
editorialists, and other opinion-molders — you know,
people who might be helpful or at least less harmful to the
ports -- thinking that everything is just hunky-dory down
along the waterfront?

Well, it isn't, and we shouldn’t pretend otherwise.

Powerful developments, largely macroeconomic and
demographic but also political in nature, have been and
will continue to profoundly rechannel the global supply
chains that have run through USWC ports these past few
decades and upon which the ports have long prospered.

Which gets us back to what for too long has been a
question we all might want to ponder: Is market share
the best metric for gauging success in the changing
environment of world of trade? If it isn’t, then are
strategies that seek to recapture lost market share little
more than strategies to recapture a world that no longer
exists?

Over the next few issues of this newsletter, | hope to
expand upon what a more excitable writer might term
the tectonic shifts going on in global trade and the
resulting challenges USWC ports face in accommodating
themselves to these steadily changing realities.

Disclaimer: The views expressed in Jock's commentaries
are his own and may not reflect the positions of the Pacific
Merchant Shipping Association.

January 2020 Page 7



West Coast Trade Report

2020 Milestones Highlight Maritime Air Quality Improvements

Globally and Locally

By Mike Jacob

Vice President & General Counsel, Pacific Merchant Shipping Association

As we ring in the New Year, 2020 has already proven to be
a year of hitting exceptional milestones for the maritime
industry with respect to its ongoing investment in air
quality and continued environmental progress. Globally,
the January 1st implementation of the IMO 2020 fuel
rules represented one of the single largest one-day air
quality improvement events ever. In California, which is
already home to the strictest suite of port and maritime
air quality regulatory measures in the world, the state’s
cold-ironing regulations ratcheted up to their highest
compliance requirements for nearly all container and
cruise ship fleets for 2020 as well.

The results from the culmination of these global and local
rules are dramatic.

The IMO 2020 rule reduced the allowable Sulphur content
in ships’ fuel from 3.5% to 0.5%. This means no longer
burning standard bunker fuels and heavy fuel oils but
instead converting to marine gas oils, very low Sulphur
fuels, or installing post-combustion exhaust scrubbers.
For many of us living in coastal areas covered by IMO
Emissions Control Areas (ECAs) and in California, we have
already benefited from these and comparable significant
reductions in Sulphur content, but those improvements
pale in comparison to the dramatically improved air
quality at scale across the globe represented by IMO 2020
as well as in high population coastal communities in Asia.

According to the IMO, this single fuel rule will result in a
77% overall drop in SOx emissions from ships, which in
turn should result in a 68% overall reduction in shipping’s
negative effects on human health through air pollution
in addition to the beneficial results of less acid rain

and a reduction in ocean acidification. Such dramatic
improvements in emissions are possible because vessel
fuels currently account for about 90% of all Sulphur
emissions globally. One study submitted to the IMO
Marine Environment Protection Committee estimated
that this reduction in marine fuels would translate to
the avoidance of 570,000 premature deaths worldwide
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between 2020-2050 from significant reductions in stroke,
asthma, lung cancer, and cardiovascular and pulmonary
disease symptoms.

In California, not only have vessels been investing in
cleaner fuels ahead of the IMO and the North American
ECA, but ships are also plugging-in to shoreside power
when at-berth for the past six years. Over the course

of the phase-in of this rule, which has not been without
its hiccups, the industry has collectively been steadily
underwriting the improvements necessary on vessels,
through port infrastructure, and in terminals to first get
fleets to a 50% compliance rate, then 70%, and now 80%
statewide. And, under the applicable terms some state
grants used to improve various berths, that number is
actually now 90% for fleet calls in many locations.

2020 represents the culmination of 13 years of work to
implement this ambitious and unprecedented shorepower
regulation. The complementary benefits of cleaner

fuels and shoreside power for vessels when at-berth in
California is simply phenomenal: even if no other actions
were taken to further adjust the shorepower rules, the
California Air Resources Board (CARB) estimates that

the total emissions reductions from 2006-2031 would

be reduced from 1.43 tons per day of Diesel Particulate
Matter to 0.10 tons per day. This is a 93% reduction in
the emissions of the state’s highest prioritized localized
air pollutant, not to mention significant reductions in SOx,
NOx, and GHGs.

This substantial progress does not come cheaply though.
The 51,000 ships composing the global fleet demand
some 2.1 billion barrels of fuel annually — that's 244
million gallons per day. To meet the IMO 2020 rule that
means oil refiners worldwide will need to produce an
additional 84 — 168 million gallons per day of cleaner
fuels. According to Goldman Sachs estimates, this clean
fuels shift will add approximately $40 billion in increased
direct shipping costs but due to higher competition for
refined fuels IMO 2020 costs could also cascade through
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2020 Milestones continued

Vessel At-Berth Emission Projection from
CARB Regulated Fleets 2006-2031

Diesel PM (Tons per Day) - 2007 ISOR Projectons for 2014 & 2020 with
2019 ISOR Projection for 2031
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the entire economy, ending up costing as much as $240
billion in overall impacts to consumers worldwide.

As for just the costs of vessels in California, achieving
the clean air benefits shoreside while the vessel is at-
berth also did not come cheap. The current regulation
was forecast to cost the container and cruise industries

E%

$1.8 billion for shore power infrastructure and vessel
improvements to comply over and above cleaner fuel
costs.

As we move forward, there will be less and less “low-
hanging fruit” in the regulatory world, which makes it
imperative for everyone to work harder to find avenues
for cleaner operations and investment in new technology
which will foster results where costs and cleaner air are
not mutually exclusive. To enact solutions which meet
this criteria, we will need to continue to work to develop a
level of trust and coordination between industry and our
regulatory bodies and continue to educate the public of
the benefits of both the long-term health of the industry as
well as the environment.

But our partners should take solace, and as these two
rules show, that the maritime industry is not afraid of
committing resources to environmental clean-up efforts.
And as a result of the billions of dollars of investments
already being made in cleaner fuels and operations around
the world, 2020 will be the cleanest on record for the
maritime industry.

Happy New Year.
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Washington State Embarks on First Pilot Rate Setting

Under New Process

In 2018 a state legislative report found that the manner

in which pilotage rates were set on the Puget Sound

was “unclear,” “lacks methodological structure,” and was
part of an “unnecessary” annual revision process which
“provides no rationale for this annual requirement and
very little guidance.” To fix these problems, the 2018
report recommended that moving to a public utility
commission model would lead to fewer pilotage rate
disputes with the benefit of “a clearly defined, transparent,
rigorous, and enforceable timeline and process.”
Ultimately, the Washington Legislature agreed, with PMSA
support, and Washington joined several other states

in using a public utility commission model for setting
pilotage rates.

Moving this process to a public utility commission
model at the Washington Utilities and Transportation
Commission (WUTC) isn't just better for ratepayers and
the public for all of the obvious reasons associated with
improving the methodologies of setting monopoly rates
but it also created another important benefit: more time,

resources, and staff capacity at the Washington state
Board of Pilotage Commissioners for it to focus on its key
mission of improving navigational safety through pilot
licensing, oversight, training, and discipline.

Late in 2019 the Puget Sound Pilots filed the first petition
for a rate increase under the new model, and that process
is now underway. PMSA is participating in this rate-
hearing process as an interested party intervenor and is
looking forward to working closely with the WUTC staff
and industry stakeholders as the pilots’ rate increase
request works its way through the new procedures.

The WUTC has set the dates for a hearing on the petitions
for June 2020. In the meantime the Puget Sound Pilots,
PMSA, and the staff of the WUTC will be participating in

a series of new evidentiary processes meant to create
the transparency and rigor envisioned to create the

best possible rate setting process, as envisioned by the
Legislature.

Interested in membership in PMSA?
Contact Laura Germany for details at: Igermany@pmsaship.com or 510-987-5000.

PMSA Copyright © 2020

It is prohibited by law to forward this publication to any other person or persons. This material may not be re-published, broadcast,

rewritten or distributed without written permission from PMSA.

Follow PMSA on Twitter @PMSAShip and Facebook.
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West Coast Trade Report

December Dwell Time Numbers Are Slightly Up

San Pedro Bay Weighted Average Inbound Laden Container Dwell Time in Days
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PUGET SOUND PILOTAGE DISTRICT ACTIVITY REPORT
Jan-2020

The Board of Pilotage Commissioners (BPC) requests the following information be provided to the BPC staff
no later than two working days prior to a BPC meeting to give Commissioners ample time to review and
prepare possible questions regarding the information provided.

Total pilotage assignments: 547 Cancellations: 25

Total ship moves: 522 Cont'r: 196 Tanker: 161 Genl/Bulk: 102 Other: 63
Assignments delayed due to unavailable rested pilot: 3 Total delay time:  5.75

2 pilot jobs: Reason: PSP GUIDELINES FOR RESTRICTED WATERWAYS

Day of week & date of highest number of assignment: THU, 1/9 27

Day of week & date of lowest number of assighments SUN 1/5, TUE 1/7, SUN 1/19 10

Total number of pilot repositions:

Comp Days

Beg Total -

3481

114

Call Backs (+) 72

Used (-)

81 Ending total

Pilots Out of Regular Dispatch Rotation (pilot not available for dispatch during "regular" rotation)

A. Training & Continuing Education Programs

Start Dt

End Dt

City

Facility

Program Description

Pilot Attendees

B. Board, Committee & Key Government Meetings (BPC, PSP, USCG, USACE, Port & similar)

Start Dt |[End Dt |City Group [Meeting Description Pilot Attendees

2-Jan 3-Jan Seattle PSP President, UTC CAl

7-Jan 7-Jan Seattle PSP BOD ANA, CAI, COL, KLA, NEW, SEM
10-Jan [11-Jan |Seattle PSP President SES

15-Jan 15-Jan Seattle BPC BPC Prep ANT, CAI, SCR

15-Jan [16-Jan |Seattle PSP President SES

16-Jan [16-Jan |[Seattle BPC BPC ANT, CAl, SES

16-Jan [17-Jan |Seattle PSP UTC CAl

20-Jan |20-Jan |Seattle PSP uTC CAl

21-Jan [21-Jan |Seattle PSP Operations Rules coL




23-Jan 23-Jan |Seattle BPC Holland America control ctr |SCR
27-Jan |27-Jan |Seattle PSP uTC CAl, COL
30-Jan 31-Jan Seattle PSP President CAl

C. Other (i.e. injury, not-fit-for-duty status, earned time off)
Start Dt |End Dt |REASON PILOT
1-Jan| 31-Jan|Not Fit For Duty |SES

7-Jan| 14-Jan|ETO EME, HEN, JEN, ROU, SEY

21-Jan| 28-Jan|ETO ANT, CAl, MCG, MOT

Presentations

If requesting to make a presentation, provide a brief explanation of the subject, the requested amount of

Presentations may be deferred if prior arrangements have not been made.

The Board may also defer taking action on issues being presented with less than 1 week
notice prior to a schedule Board Meeting to allow adequate time for the Commissioners and
the public to review and prepare for discussion.

Other Information (Any other information requested or intended to be provided to the BPC)




PUGET SOUND PILOTAGE DISTRICT ACTIVITY REPORT
Feb-2020

The Board of Pilotage Commissioners (BPC) requests the following information be provided to the BPC staff
no later than two working days prior to a BPC meeting to give Commissioners ample time to review and
prepare possible questions regarding the information provided.

Total pilotage assignments: Cancellations:

Total ship moves: Cont'r: Tanker: Genl/Bulk: Other:
Assignments delayed due to unavailable rested pilot: Total delay time:

2 pilot jobs: Reason: PSP GUIDELINES FOR RESTRICTED WATERWAYS

Day of week & date of highest number of assignments:

Day of week & date of lowest number of assignments:

Total number of pilot repositions:

Comp Days

Beg Total - Call Backs (+) Used (-) Ending total

Pilots Out of Regular Dispatch Rotation (pilot not available for dispatch during "regular" rotation)

A. Training & Continuing Education Programs
Start Dt |[End Dt |City Facility |Program Description Pilot Attendees

B. Board, Committee & Key Government Meetings (BPC, PSP, USCG, USACE, Port & similar)

Start Dt |[End Dt |City Group [Meeting Description Pilot Attendees

1-Feb 4-Feb Seattle PSP President CAl




C. Other (i.e. injury, not-fit-for-duty status, earned time off)
Start Dt |End Dt |REASON PILOT
1-Feb| 29-Feb|Not Fit For Duty [SES

4-Feb| 11-Jan|ETO BOU, COL, MYE, SEA

18-Feb| 25-Feb]ETO

Presentations

If requesting to make a presentation, provide a brief explanation of the subject, the requested amount of

Presentations may be deferred if prior arrangements have not been made.

The Board may also defer taking action on issues being presented with less than 1 week
notice prior to a schedule Board Meeting to allow adequate time for the Commissioners and
the public to review and prepare for discussion.

Other Information (Any other information requested or intended to be provided to the BPC)
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