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For 50 years, IAPH has provided unparalleled leadership to the global maritime industry.
Now, more than ever, no matter what aspect of the industry you work in, IAPH can help
you stay at the forefront of emerging issues and challenges facing our industry. IAPH helps
all of us make wiser decisions that influence world trade and ultimately have impact on the
global economy. And, I want to personally thank the Japanese IAPH Foundation for its
unwavering and continued support of our organization from the beginning.

Priorities as New President

In my new role as president of IAPH, I am devoting my energy to improving the ability of
IAPH to provide more technical resources to our membership. This will be accomplished by
reorganizing the organization’s technical committee structure and strengthening

membership services to better reflect the needs of today’s evolving industry and

membership needs. By enhancing the technical committees, broadening the membership
resources and getting each member more deeply involved in IAPH, the organization will
continue to flourish and provide richer resources we can all utilize for the next 50 plus years.

In my leadership role with the world’s sixth largest port, I rely on the resources and
experiences of the membership of a strong organization like IAPH to help me in my
decision-making process. Having the ability to interact with colleagues representing ports
all over the world on issues that are important to the industry, I am able to make better
decisions for the Port of Houston Authority.

From gatherings like this, I learn so much from my colleagues and peers. I always gain new
insights that I can take back to Houston to make my port better and more competitive.

Port Congestion

In the more than 30 years that I have worked at the Port of Houston Authority, I cannot
recall a time more fast-paced and demanding than the past five years. Ports throughout the
US are devoting nearly $2 billion annually to infrastructure improvements in order to
accommodate growing trade and larger vessels.

Ports are purchasing larger cranes to move containers, improving wharves, building new
storage facilities and purchasing new handling equipment. Roadways and rail lines
connecting ports to inland delivery points are also going through tremendous changes to try
to avoid unproductive congestion.



In Houston, we have become the beneficiary of the notorious West Coast congestion, labor
problems of 2002 and the growing consumer driven economy. In response to the greater
consumer demand and the need to provide the “just-in-time” distribution model, two major
retail chains that rely heavily on Asian suppliers have built enormous distribution facilities
near the Port of Houston. The companies are shifting cargo away from West Coast ports
and bringing it through the Panama Canal to Houston which is now seen as a more feasible,
predictable and efficient route.

Congestion offers too many uncertainties, and uncertainties cost money. I expect more
businesses to recognize this and also shift cargo to other ports like Houston which has
access to the 60 million people who live within 700 miles Houston. Ample truck, rail and
air connections allow shippers to economically transport their goods between Houston and
inland points.

Once a port has done everything it can to streamline operations and improve equipment, it
must look beyond its boundaries to improve access and keep cargo moving. In planning for
our new Bayport Cruise and Container Terminal which is scheduled to open its first phase
next summer, we worked closely with the Texas Department of Transportation to ensure
that surrounding roadways are expanded quickly to handle the anticipated surge in truck
traffic.

Rail poses a more intricate challenge. When the Port of Houston first became a deep-water
port in 1914, no less than 17 different rail lines crossed through Houston. Through the
years, the rail lines merged, but the number of lines crossing the city did not. At present, 11
different lines traverse the city, causing numerous delays.

Trains move through more than 750 public at-grade crossings causing more than 30,000
vehicle-hours of delay every day in Houston. Every time a train and a car meet, dangerous
conditions for motorists are created, pollution is increased, and cargo is delayed in reaching
its destination.

We are working with local county government to study how we can move the traffic from
11 rail lines to just three with grade separations from roadways. The project we envision
will eliminate the at-grade crossings for the three main rail corridors, so that cars, trucks and
trains can get to where they need to be without holding each other back. The gains in safety
and efficiency will be tremendous.



We are also examining another method for relieving congestion called agile ports and agile
port systems. The concept was developed by the US government as a way for ports to
handle sudden surges in cargo, especially in the case of military cargo, without having to
increase infrastructure and assets.

This is accomplished by immediately moving cargo from ships onto rail without
monopolizing nearby container yards for storage, sorting and staging operations. In
Houston, we are working with the City of Dallas to develop a system for shipping
containers by rail directly to Dallas for sorting at facilities there.

Of course, use of such a system is all subject to the wishes of our customers. We are
refining the business model now, and remain open to other concepts that allow our port to
become more efficient and responsive to the demanding schedules of our clients.

Port Security

Increased business due to growing world trade is complicated by the need for increased
security in a more dangerous world since September 11, 2001. Just four years ago, our
discussions of port security focused on theft prevention and, for many ports, contraband
interdictions. Our concerns remained within the fences of our facilities, and seldom
ventured outside those perimeters.

The events of September 11™ 2001 forced us to expand that focus to beyond our fences and
also extended it to vessels that call at our facilities. We all began a very intense process of
assessing our defenses and planning new strategies in compliance with evolving national
and international regulations.

The IMO developed the International Ship & Port Facility Security Code, or the ISPS code,
which laid the groundwork for our current port security framework. The US MTSA
regulations became an extension of ISPS code, and made the voluntary elements of ISPS
compulsory actions.

As ports finalized port security plans in December 2003, many ports wondered how those
plans we had so carefully committed to paper would affect relationships with customers.
For the first time, ports would interface with vessels on security matters and the possibilities
for problems seemed ominous.



Our experience in Houston, and I think I can speak for many ports, has been quite the
opposite over time. At first, not every vessel had the required vessel security officer or a
defined vessel security plan as required by the ISPS Code.

Today, compliance with security regulations has been universally adopted by all.the large
shipping concerns, and this has made the transition very smooth. But there is still so much
more to be done.

Risk assessments pointed out just how vulnerable many ports are. The U.S. Coast Guard
estimates that U.S. port facilities need to spend an estimated $5.4 billion through 2012 to
properly secure facilities. This is a tremendous investment on top of on-going infrastructure
improvements of nearly $2 billion annually.

In Houston, we are just beginning a process that we hope will evolve into a management
system for security. As some of you may know, Houston is the first U.S. port to attain the
ISO 14001 standard for environmental excellence.

We achieved this goal by implementing an environmental management system that allows
us to analyze, control and reduce the environmental impacts of our operations without
losing efficiency. We were the first port to be trained in this system, and our
implementation of this management system allowed us to attain the ISO 14001 standard.

Unlike the environmental management system, no model exists for a security management
system. We hope to develop this model and find a way to effectively and efficiently
manage our vulnerabilities by making the best use of our resources and equipment.

Bayport/Environmental Initiatives

In recent years, we have learned that business and the environment can co-exist successfully.
Earlier I mentioned that the Port of Houston Authority is opening a new container terminal
next year. The Bayport Container and Cruise Terminal will eventually triple our container
handling capacity, and we have worked hard to design it to have as little impact on the
environment as possible.

The construction of the facility is also environmentally sensitive. The design specifications
and selection of contractors for Bayport were driven by the strict environmental mitigation
requirements of the construction permit. Sensitive to Houston’s need to meet the EPA’s
Clean Air requirements, the Port of Houston Authority agreed to reduce general conformity
related emissions below 25 tons a year during construction.



The bidding contractors were challenged to devise a plan for meeting this strict emissions
reduction requirement. To help the bidders, our environmental affairs staff and consultants
developed a unique software program that is an emissions calculator. It is very simple and
allowed the bidders to enter equipment, construction hours, fuel, and other factors and see if
it added up to more than 25 tons.

We used the emissions calculator and the predicted emissions as one of the significant
evaluation methods in the selection of a contractor for each of the two contracts for the first
phase of Bayport. As it turned out, a Texas construction company developed a construction
process that resulted in an emissions estimate of about half of the 25-ton limit and it was the
best emissions reduction result proposed.

This company won the contracts for both the container yard and the wharf with a plan that
reduces overall truck traffic by more than 300,000 vehicle miles on public streets, and
reduces nitrogen oxide, the key component of ozone, by 70 tons during construction.

The emissions reduction is being achieved through a number of methods including low-
emission vehicles, and heavy equipment with the most modern EPA Tier II emissions
control engines that use clean-burning fuels. Specialized catalytic converters have also
been installed on all the engines of the heavy equipment.

A concrete batch plant is on site to prepare the specialized mix. This eliminates concrete
truck traffic on local roads. The materials are brought to the site by barge. Otherwise,
140,000 yards of concrete, plus 230,000 tons of stone would be hauled to the site by trucks
holding 20 tons apiece. The elimination of 12,000 one-way truck trips not only reduces
emissions, it also reduces the impact of the surrounding communities.

Electric conveyors crisscross the site to move dredge material and further eliminate the use
of trucks. Dust minimization is also a concern, because the site usually has some wind. A
full-time water distributor truck on site is keeping the ground moist to prevent dust from
being generated.

Every effort is being made to be sensitive to the impact of construction to surrounding
neighborhoods. The equipment drivers have been trained to avoid operating equipment in
reverse to eliminate noise from backup alarms. They are also testing backup alarms that
cannot be heard several hundred feet away.



The innovative construction plan calls for the use of freeze wall technology for building the
wharf. Although this technique was first used in 1883 by F. H. Poetsch, it has never been
used for a project the size of Bayport’s wharf.

The artificial freezing of the soil to create a barrier between Galveston Bay and the
construction of the wharf will allow a safer, cleaner construction process. The wharf is
being built on the land, and then the earth will be excavated from under it. That excavation
can take place because of the enormous ice barrier being created to hold back Galveston
Bay.

This very large ice dam will act as a barrier to hold the water back for five months while the
earth is dug out underneath the wharf. The ice wall will be an astonishing six stories tall,
and is a reason why visitors from as far away as Germany are coming to see it.

It will be 50 feet thick, 1800 feet long and 62 feet deep. The freezing process has begun
and will take two months to reach the desired rigid, self-supporting status. The soil is
frozen by circulating calcium carbite, a brine solution, which has been chilled to 20 degrees
below zero through pipes drilled 120 feet below the surface.

In approximately 30 days we will have water impermeability, and the chillers will
continuously circulate the brine around the clock. After 60 days, the excavation can begin.
Once we are finished in four to five months, the process is reversed by heating the brine and
circulating it to thaw out the soil.

Before we breach the freeze wall, water is pumped on the other side to equalize the pressure.
Once the wall is removed, ships can dock at the new whart.

The world is changing quickly, and keeping up with change is no easy task. Busy port
executives need every idea and resource possible to do their jobs effectively. I hope you
will continue to support and turn to IAPH as a resource for innovation, ingenuity and
fellowship.

IAPH 2007/Exco- 50 Year Anniversary Meeting

In closing, I would like to remind everyone that the next IAPH biennial conference will be
held in Houston in April 2007. We had a lot of fun hosting the invitation dinner during the
Shanghai conference this past May. After attending that first-class conference and the
incredible efforts put into the planning and implementation of the conference, we look



forward to returning the favor. For more information about the conference you can visit the
conference website at www.JAPH2007.com.

But before that conference, I will have the opportunity to preside over the next IAPH
Executive Committee Meeting and host the IAPH 50-year Anniversary celebration in the
birthplace of IAPH--Los Angeles, California. I hope to see many of you there.

Thank you.
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