THE NORTHWEST SEAPORT ALLIANCE

MEMORANDUM
MANAGING MEMBERS Iltem No. 51
ACTION ITEM Date of Meeting June 6, 2017
DATE: May 25, 2017
TO: Managing Members, The Northwest Seaport Alliance
FROM: John Wolfe, Chief Executive Officer

Sponsor: Tong Zhu, Chief Commercial Officer, Container & Real Estate

Project Manager: Mike Reilly, Director, Intermodal Business Development
Dave Myers, Engineering Project Manager Il

SUBJECT: US Customs and Border Protection (CBP) Booth Installations at
Pierce County Terminal (PCT) and Washington United Terminals, Inc. (WUT)

A. ACTION REQUESTED

As referenced in NWSA Resolution No. 2016-04, Exhibit A, Delegation of Authority Master
Policy, Paragraph 8.c.iii.,, states project costs exceeding $300,000 require approval from
Managing Members.

Request approval for two related action steps that will allow the installation of straddle carrier
portals, along with the new CBP booth at PCT and the installation of a relocated CBP booth
at WUT.

1. Project authorization in the amount of $533,000 for a total authorized amount of
$550,000, for the installation of a new CBP booth at PCT and the installation of a
relocated CBP booth at WUT. This supports the installation of Straddle Carrier Portals at
PCT, Master identification Nos. 101056.01 and 101056.02, respectively.

2. Reimbursable Memorandum of Agreement (RMOA) supporting the CBP booth operation
at PCT (see attached) and authorize The Northwest Seaport Alliance (NWSA) CEO or
delegate to sign the agreement. Annual costs are estimated at $24,213 over a 10-year
period.

B. BACKGROUND

e Since the introduction of radiation scanning of all import loads, marine terminals with
a straddle carrier mode of operation have faced operational challenges when
scanning their rail loads.
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o As depicted by graphic #1, 15 acres of land and half the current rail tracks are
dedicated to grounding single-high rail loads to allow CBP access for mobile
Scanning.

e This double handling of rail cargo adds significant operational cost, reducing the
profitability of intermodal cargo at PCT.

e CBP, Domestic Nuclear Detection Office (DNDO), and Pacific Northwest National
Laboratory (PNNL) have worked collaboratively to design new scanning technology
that is compatible with a Straddle Carrier operation. (Graphic 2)

o NWSA staff has worked closely with these governmental agencies to ensure that
PCT is the recipient of this new technology, as there is only one available, yet there
are two terminals in need of it.

e The new scanning technology, with a value of over $20M, is being provided by
DNDO and CBP. (Graphic 3)

¢ This new RPM system will reduce operating costs at PCT and create a more
competitive intermodal rail product for PCT and the ocean carriers using that
terminal.

¢ The RMOA identifies the responsibilities of the NWSA along with outlining CBP’s
responsibilities for the procurement and connection to the CBP National Data Center.
Due to Homeland Security regulations, CBP must purchase their equipment, then be
reimbursed for the expense (attached).

e Everport has agreed to reimburse for the annual CBP expenses related to the booth
on the PCT terminal. (Graphic 4)

C. PROJECT DESCRIPTIONS AND DETAILS

These projects have multiple components being completed by both the NWSA and PNNL at
PCT and WUT. PNNL will contract to install the Straddle Carrier Portals, while the NWSA'’s
component of work is limited to the booth replacement requirements.

Scope of Work at PCT:

Remove existing CBP booth and related items for reuse at WUT

Extend existing concrete foundation to accept new CBP booth

Install new CBP booth (provided by PNNL) on new foundation

Install necessary water and sanitary sewer components including lift station
Provide all necessary power and communications connections
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To gain full utility and value from the CBP booth being removed from PCT, CBP has requested
the relocation of the existing booth to WUT to provide support for CBP operations at this
location.

Scope of Work at WUT:

¢ Remove existing booth and related items

e Extend existing concrete foundation to accept salvaged booth from PCT
¢ Install booth on new foundation

e Provide all necessary power and communications connections
Schedule:

o Work at PCT is scheduled to go to bid in June of 2017 with an anticipated award date
in July of 2017. All construction work is planned to be completed by December 2017

e Anticipated arrival time of the new RPM scanning equipment is Q2 or Q3 of 2017

o Work at WUT is currently in design development stage; anticipate project completion
in 2018

e Projects will be bid and completed as two separate projects.
D. FINANCIAL IMPLICATIONS

Through agreements with DNDO and CBP, the NWSA'’s financial commitment to these
projects is capped at $ 550,000. This cost is further broken down as follows:

e PCT $350,000
e WUT $200,000

To date, the NWSA has spent $13,880 in support of the design associated with the PCT
installation.

Source of Funds

The 2016 -2021 Capital Improvement Plan allocates $550,000 for these projects.

Financial Impact

¢ Project costs will be capitalized and depreciated over a 20-year life, resulting in
annual depreciation expense of $27,500.
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E.

ALTERNATIVES CONSIDERED AND THEIR IMPLICATIONS

e Alternative 1: Continue to scan containers using current process, resulting in
continued double handling of containers and added operational costs and
inefficiencies.

e Alternative 2: Install the straddle carrier portals and related booth to reduce double
handling expense while improving container yard and rail operational efficiencies.

Alternative 2 is the recommended course.

ENVIRONMENTAL IMPACTS / REVIEW
Permitting: None
Remediation:  None
Water Quality: None

Air Quality: Result in a reduction of diesel exhaust emissions due to the reduction of
double handling of containers and the use of wheeled scanning equipment.

ECONOMIC IMPACT

The PCT terminal was originally designed with a primary purpose of being a high volume
intermodal cargo facility. The current RPM scanning process and the double handling it
creates has been a handicap for Everport, causing them to reevaluate and change their cargo
mix moving through PCT. The installation of this new RPM scanning equipment will allow rail
loads to be efficiently scanned while moving on a straddle carrier, eliminating the need for
double handling. This also frees up several acres of terminal land for more productive use.
These advantages will allow PCT tenants to be more competitive and should create an
opportunity to see a return of more on-dock IPI volumes moving through the PCT facility.

This project will provide construction jobs at PCT, and has the potential to increase hours or
jobs by the ILWU, Ports America, BNSF, NWCS, Tacoma Rail, and the Union Pacific, along
with other businesses that would benefit from increased business levels at a marine terminal.

The Northwest Seaport Alliance



CBP Booth Installations at PCT and WUT
Meeting of June 6, 2017
Page 5 of 5

H. ATTACHMENTS TO THIS REQUEST

Computer slide presentation

Reimbursable Memorandum of Agreement
PCT yard operation graphic

Straddle Carrier Portal graphic

Straddle Carrier Portal Operations graphic
Operational expense table

. PREVIOUS ACTIONS OR BRIEFINGS

Date Action
May 6, 2016 Executive Authorization
April 12, 2017 Memorandum of Understanding
TOTAL

Amount
$ 17,000
$0

$ 17,000
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