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A )) Executive Summary

The Global Shipping Environment
— Consumption
— Manufacturing
— Ships
— Retailing

The Ocean Carrier Environment
— The Top US Importers & Carriers
— The Contracting Parties

— References
« OSRA: At a Glance
« Sample Ocean Carrier Contract
» Carrier Contract Comparison
« Sample Bill of Lading: Face & Terms

In Class Exercise
Test: 20 Questions
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) The Consumers
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" | The Big Retailers
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Safety at Sea
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) The Ocean Shipping Environment

Maritime Policy
Shift to Foreign Owned Ocean Carriers
— Controlled Ocean Carriers (Govt)
Manufacturing Source Shift (China)
Retail Logistics Shift
— Wal*Mart Logistics Model
Domestic Transportation Alternatives

Ocean Shipping Reform Act (OSRA)
— May 1, 1999



)} The Basics

« Service Contracts — Permitted by OSRA
— Group of Shipments

* Beneficial Owners
« Trade

— Group of Services
+ Trades
* Operational
— Space
— Equipment
— Terminals
— Group of Terms
+ Payment
 Liability
« Surcharges

 Bill of Lading

— Basic Transportation Document per Shipment




~+ Shippers
— Direct Shippers
« Wal*Mart
Category Killers

e Mass
Merchandisers

Suppliers to
Mass
Merchandisers

Small Shippers
— NVOCC'’s
— Shipper’s Associations

A }1) The Contracting Parties

Carriers

— U.S. Flag
Foreign Flag
Controlled
Alliances

NV

OCC’s
As of January 19, 2005
qualified intermediaries
known as NVOCCs are
now permitted to enter
into confidential service
agreements



| J’ Top US Importers & Carriers

US Trade Importers TEU’s
2006
Wal*Mart 705,000
Target 402,000
Home Depot 373,200
Sears Holding 260,000
Dole 222,200
Lowes 176,900
Costco 171,900
LG Group 131,500
Phillips 129,000

US Trade Carriers 'mfooorf);oe 'm?ooofé;% Ch:ng
%
Maersk/Sealand 14.2% 2,654,581 | 2,782,003 -4.6
Evergreen 8.9% 1,669,013 | 1,519,375 9.8
Med Shipping 6.8% 1,261,921 | 1,035313 | 21.9
Hanjin 6.6% 1,222,663 | 1,062,373 15.1
APL 6.2% 1,165,273 | 1,141,194 2.1
China Shipping 5.3% 986,599 710,854 | 3838
Hapag/CP Ships 5.0% 934,871 967,107 -3.3
Cosco 4.4% 819,516 | 816,706 0.3
NYK* 4.3% 800,970 760,702 5.3




* Multiple Ocean Carriers

« Combined Domestic Transport
« Combined Logistics Services
 Liability Limits

« Assessorials

» Space & Equipment

« Terminal Activity

* Individual & Confidential

<A }{) Ocean Carrier Contract

Application of Contract
Effective Date & Term

Minimum Volume
Commitment; Dead
Freight;, Booking

Disputes

Rates & Charges

Service; Carrier Liability
Force Majeure
Compensation & Payment



) Regulation in Shipping

o
¥

1978 Airline Deregulation Act (CAB)

— Phased out the federal government's (CAB) control over
airfares and services

« 1980 Motor Carrier Act (ICC)
— Partially decontrolled trucking

« 1980 Staggers Rail Act (ICC)

— Railroads were permitted to determine where they ran trains
and how much to charge.

* 1994 Shipping Act (FMC)
— Expanded Contract Shipping
— Conferences Independent Action
— Protection for Small Shippers

* 1998 Ocean Shipping Reform Act (FMC)



' ) Ocean Shipping Reform Act

' ) Effective May 1, 1999

« Carriers will individually maintain tariffs and make them
publicly accessible

« One or more carriers may negotiate individual or joint
service contracts

« Contract rates, service terms and inland origin/destination
points will no longer be publicly filed

« Competing, “similarly situated” shippers will not be able to
demand the same terms contained in an existing, publicly
filed contract



Bill of Lading

Principal Transportation Document

— Contract of Carriage

— Short vs Long

— Received vs On Board

— Straight vs Order

— Original vs Copy
Charges & Terms

Any Container Line BILL OF LADING
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'onéept
Country of registration

Ship must obey laws and
regulations of that country.

Ship owner can choose country

of flag

Developed countries tend to
have stricter regulations.

Developed countries’ regulations
result in higher standards for
crew composition, training,
working conditions.

Developed countries tend to
have higher taxes.

Some flags are preferred over
others.

Number | Tonnage in
Country | of Vessels | 000s of dwt
Panama 4,266
177,866
Liberia 1,328
76,322
Bahamas 999
41,835
Malta 913
30,971
Cyprus 867
31,585
Bermuda 95

6,206
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: Un"ited States and OSRA

* The United States adopted the Ocean Shipping Reform
Act in 1998.

 The OSRA allows shippers and carriers to enter into
contracts that are confidential.

* The contracts allow negotiated terms in regards to
shipping rates and other related issues.

« Some of these contracts expand the liability of the carrier
beyond the COGSA requirements (Hague Rules), but the
extent of these expansions is unknown.



Country A

Cost of Production =

$1.00 and
Selling Price = $1.50

In Class Exercise

Tarifi =
5.15
Transporn Cost =
35.25
-

Wy

Tarift Wall

Country B

Importer's Cost =

$1.90 and
Selling Price = 52,85



* The Global Shipping Environment
— Consumption
— Manufacturing
— Ships
— Retailing

* The Ocean Carrier Environment
— Shift to Foreign Owned Ocean Carriers
— Manufacturing Source Shift (China)
— Retail Logistics Shift
« Wal*Mart Logistics Model
— Domestic Transportation Alternatives
— Ocean Shipping Reform Act (OSRA)
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