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Executive Summary

According to state air regulators, pollution retate the movement of goods prematurely claims
the lives of over 3,700 Californians each year, diedel port trucks are a primary culprit. In an
effort to reduce the public health risk and envin@mtal impact of drayage trucks operating at
the Ports of Los Angeles and Long Beach, the twtsgwave passed Clean Trucks Programs
which would phase out the use of older, dirtiecksuand replace them with newer, cleaner
trucks. The two plans differ in key respects, hoareWhe most important difference between the
two plans is that in Los Angeles, the large-scal@stment in new equipment will be made by
capitalized trucking companies who will employ threvers. In Long Beach, by contrast,
individual truck drivers (predominantly minoritigsarticularly low-income Latino immigrants)
are being asked to make the investment in new stultkese individual drivers will also bear the
responsibility for the proper maintenance of thueks, fuel and all other associated operational
costs, and their status will remain “independemitiactors.”

To finance the plan, Long Beach is working with mkgr Truck Finance in setting up a seven-
year lease-to-own program. The nature of the fimanplan, however, puts Long Beach drivers
in a precarious financial position, and places tlamigh risk for default. In addition to failing
to create a sustainable pathway to clean air, tmglBeach plan is structured such that it will
wreak havoc on the financial lives of port drivafgir families and their communities.

Even in the best of times, the port trucking indyst characterized by a lack of capital, a lack of
assets and low profit margins. Port drivers are-itoeome workers who historically have not
been able to fund investments in technology andtas$he addition of a truck payment (the vast
majority of drivers currently own their trucks) Wihake margins even thinner for drivers.

This report examines a number of additional, lesB-kknown changes in the industry which will
reduce the take-home pay of drivers and therefopede their ability to successfully participate
in the Long Beach plan. These challenges include:

Skyrocketing diesel prices;

A downturn in trade volume;

Stymied growth at the Port of Long Beach;
Inability to access the Port of Los Angeles; and
Chronic labor unrest.

Even Daimler has projected that drivers at LongdBeare likely candidates for defaults on these
payments, projecting that “over 40%” of driversiviaidve “high difficulty meeting the

payments.” This report will examine why this pantar financing plan will be so onerous for
Long Beach drivers.

Instead of implementing the Long Beach lending glarcurrently conceived, we urge Long
Beach and Daimler to convert this loan programre similar to that undertaken by the Port of
Los Angeles (with whom Daimler is also partneririg)the LA program, trucking companies
(rather than individual drivers) will receive finging to buy and maintain new, environmentally
friendly trucks, as studies have demonstratedsinett an approach will lead to improved long-
term program success. It is an additional contaenticthis report that shifting the burden from
low-income drivers to capitalized trucking companie simply more humane.
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Introduction

The twin Ports of Long Beach and Los Angeles aggther, the single largest fixed source of
air pollution in Southern Californfawhile there are multiple sources for this pollatio
(including ships, trains, harbor craft and otharipment), none impact as many people as port
trucks, which rumble through residential neighbadi®y near schools, parks, homes and places
of worship. Diesel emissions from ports and goodsement sources are responsible for 3,700
premature deaths in California annudlijort trucks are a significant contributor to thdeaths,
and the economic conditions of the port truckinduistry — and of the low-income port truck
drivers — are inextricably linked to the environr@mand public health impadt.

The most recent study of Los Angeles and Long Bgachdriver earnings was conducted in
2006, before the price of diesel soared to oved(b&.gallon. At the time, drivers’ average
annual net earnings were calculated to be $29®apidly rising energy costs over the past
two years have since pushed down drivers’ take-hpayeeven further.

Now, low-income independent contractor truck drsvetho call at the Port of Long Beach
(hereafter Long Beach) will be required to makengigant investments in new trucks. Through
its Clean Trucks Program (hereafter CTP), a neucythat hopes to reduce emissions from
diesel rigs, Long Beach will subsidize these dsvpurchase of new trucks through a lease-to-
own program. Information distributed by Long Beautlicates their port drivers will pay
between $500 and $1,000 per month for seven yattise end of this period, they will have to
make a balloon payment of $7,000 to $15,0@urrently, most “San Pedro Bay” port drivers
(80%) haveno truck payment:this additional fixed monthly cost, even abseetalditional
challenges outlined in this report, is itself angligant financial strain. Additionally, to qualify
for the Long Beach subsidy, drivers will have teagctheir existing trucks; unlike in Los
Angeles, no payment will be made to drivers in exde for this assét.

Given the nature of the independent contractoresysthe individual drivers — already operating
on razor-thin margins — will wind up bearing alltbE risk and responsibility for this new
expense, as they bear virtually all of the existisg and responsibility for trucking operations in
general. Port drivers bear all of the responsipditfuel costs, insurance costs, registratioestir
repairs and maintenance. Port drivers bear theofiskkets and fines for hauling the sometimes
unsafe or overloaded containers provided to th&heanwhile, port drivers are not paid a salary
or an hourly wage; instead, they are paid piece-&atd drivers bear the financial expense of
port congestion and inefficiencies.

Similarly, the individual drivers will make (or faib make) the lease payments. Trucking
companies are not expected to provide any backstam if their financial situation permitted
one? Nevertheless, the Port expects the financingyentihe recently-selected Daimler Truck
Financial (hereafter Daimler) — to provide fundiognydriver under the funding plafi.
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Industry Background: On the Edge, Often in the Red

The port drayage market operates on extremelymiairgins. As a number of recent studies have
illustrated, the industry is both extremely comtpeti and thinly capitalized: This means that
even the smallest changes in economic inputs feg).costs, maintenance costs, container
volume) will have outsized implications for thelstey of the industry.

Under the best of circumstances and during perbggability, the trucking industry is

“relatively unprofitable.*? In a study commissioned for the Ports of Los Aagelnd Long

Beach, economist Dr. John Husing surveyed a nuwitiéms engaged in port drayage. Based
on data from the U.S. Department of Transportadiioth the American Trucking Association, he
concluded that the operating ratio for the drayiadestry was 99.4%° Importantly, he

provided a caveat: that this finding “representeasonablepper estimat®f performance and
profitability” (emphasis in original}* Dr. Husing goes on to note that the low levelsdfistry
equity, low returns on equity, and low returns apital indicate that for any new debts or leases,
“interest rates would likely be high, given thekraf lending to firms with low capitalization and
profitability.”*> Due to the extreme fragmentation of the industrg,“intense” competition, and
the use of independent contractor drivers, Dr. kyisoncludes that the drayage industry suffers
from “very weak” market powe® This analysis suggests that increases in indessis may

not be offset by increased revenue because oh#imlity of independent owner-operators and
licensed motor carriers (trucking companies) tegaates.

All of this holds true even absent deterioratingaitions. As this report will highlight, the
industry is currently experiencing several sigrific challenges which dramatically exacerbate
the status quo ante, as discussed by Dr. Husingtweds. In a recedournal of Commerce
column, one executive who frequently deals withttbeking industry believes that “the
convergence of difficulties threatening the natsotmucking industry” is a “looming problem
[that] has the potential to cause the most stramthe overall goods movement system. To
describe a trucking meeting he attended he notemtétwas nary an optimist in the bunéh.”

Market fragmentation makes drivers vulnerable toghhdden bankruptcies of the primarily small
trucking firms for which they work. There are ove400 trucking companies that use the
contiguous Ports of Los Angeles and Long Be&auntracting with about 16,800 drivers — or
one company for every 12 drivers. A recent articllnbound Logisticsoted that trucking
company bankruptcies are historically correlatedigi fuel prices, and that “smaller carriers
without the benefit of scale are finding it difficto pass along fuel surcharges to shippers who
are looking around corners for less expensiverdteres.™®
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Long Beach’s Clean Trucks Program Creates the Likelihood of a
Stream of Sub-prime Defaults

With all of these factors taken together — alonthwie new risks this report outlines — we
believe there is a risk of a loan crisis similatite ongoing national sub-prime mortgage
meltdown. As were many homeowners, these workerswarently being pushed into a long-
term commitment to an asset which they may notdbe ta afford, in a rapidly-changing market,
and under terms that are unclear to tif&ifhe key questions for stakeholders are: “Are the
expectations created by this program reasonablérieers?” and “Who is left holding the bag?”
If port drivers fall behind on their payments owerse still — simply walk away from an
investment that costs more than it is perceivdaetavorth, what happens to the asset, and what
happens to the investments of the driver and tm& Hdne more basic question concerns whether
or not these lease terms are even reasonable @gealle for this particular workforce of low-
income, mostly-immigrant, mostly-Latino drivers. Wan estimated 16,800 drivers operating in
the San Pedro Bay Ports, and a program projectedstoupwards of $2 billion, the answers to
these questions are critical not just to drivers policy makers, but to the broader community of
stakeholders.

The comparison with the sub-prime/foreclosure sradso rings true demographically.
Irresponsible lending disproportionately hurts camnities of color. Recent data have shown
that lower-income individuals and people of col@arevdisproportionately likely to take out
high-risk, sub-prime home loans, and that defarsincreasingly common among these
populations’! Latinos, for instance, account for approximaté§®of sub-prime mortgages,
although less than 15% of the U.S. population isnb&? In a recent report broadcast on
National Public RadipEric Halperin of the Center for Responsible Lewgdivas cited to the
effect that almost 50% of the home mortgages madatinos in 2006 were sub-prifiéThe
same report noted that financial analysts estir3@t¢0% of sub-prime loans were expected to
end in foreclosuré® The port drayage driver workforce is overwhelmjnigatino (93%) and
foreign-born (89%5>

This same trend is starting to be seen in vehioknting, leading some analysts to worry about
“a foreclosure crisis on wheels:” delinquenciessab-prime vehicle loans have almost doubled
to 11.6%%° One lender noted that delinquencies are higheshgrarger vehicles that are
directly used in the course of waotkFitch Ratings recently analyzed the investmeinsfth of
U.S. vehicle asset-backed securities, finding a-ggar-year surge of 60% in net losses, and an
expectation that such losses will only increasethen, Fitch cited lengthening loan terms
(anything longer than 60 months) as a key factarymng that lenders underwriting such loans
will face a higher number of defauftsThe loan term for the Long Beach CTP is 84 months.

Given the tenuous state of this industry and itskéaoce, it is no wonder that even Daimler’s
Jeff Robinson told the Long Beach Harbor Commissiat “over 40%” of Long Beach drivers
will have “high difficulty meeting the payments” der the CTP?° (Days later, Daimler lowered
this figure dramatically to “over 10%.”) Robinsorpsmary rationale for why Daimler might
risk such exposure is that his company’s strerggth fmanaging collections,” i.e., repossessing
trucks.
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If this is to be Daimler’s approach as sanctiongdldng Beach, it would seem to indicate a
failure of the CTP. Further, Daimler’s brand imagay be tarnished by association with a
program perceived to be exploitative. RepossesHiorehicles and homes are of particular
concern in impoverished neighborhoods and to the@aty groups who represent them. In the
future, Daimler may find itself the subject of canersy as it faces potential protest from truck
drivers and poor communities.

(It should be noted that the potential harm toehswvho fail to meet commitments under the
Long Beach CTP would likely not be limited to repession of their truck. If a driver has to
redirect a relatively fixed income toward truck peagnts, it necessarily means less money for
other living expenses. Further, a driver whosekiisaepossessed will be deprived of his source
of income for the future. In this way, the CTP paty puts drivers’ trucks at risk, but also their
homes, their credit ratings, and their overall gitgtand well-being. Beyond this, the impact
would reverberate throughout the community in tivenf of reduced spending in the areas where
drivers live®)

This report will examine several elements eithethef CTP financing or of changes in the
industry. These are the very factors which wills@sgo many drivers to have such “high
difficulty meeting the payments,” and they will bensidered in turn*
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Driver Margins Impacted by Skyrocketing Diesel
Prices

In recent months, the cost of diesel has hit neylad)iwith record prices recorded virtually every
week. These prices will materially impact the dpibf drivers to operate profitably and meet
loan guarantees. While some trucking companidsealPort have attempted to add fuel
surcharges, such surcharges have not been unitaren. when a trucking company is paid a fuel
surcharge by its customer, the full amount is yapalssed along to the individual drivéAs

noted earlier in this report, the small comparnied dominate the trucking sector of the port
economy are unable to pass along fuel chargesstoroers. Consequently, drivers, even lower
on the supply chain, have even less market powstaensimply at the mercy of higher costs.

One way to gauge the impact of soaring diesel pric¢o examine the ability of drivers to pay.
A recent academic study found that diesel is thglsilargest expense for drivers, who devote
approximately one-third of their income solely tel** This study was conducted in December
2006, when the average price of a gallon of digs€lalifornia was $2.906; as of June 2, 2008,
the average price had risen 73% to $5.82¥ccording to press accounts, some port drivers are
already “being squeezed to the point of failufeOne expert noted that prices are not projected
to drop: “we’ll have current prices or a little higr for as far as the eye can s&e.”

Diesel Price per Gallon, California
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Even after taking into account significant projeciecreases in the fuel efficiency of new trucks,
drivers’ will experience increases in their fudldbf between 33% and 61.5%This means

that drivers will be spending 40% to 48.5% of the@ome solely on fuel. This higher expense
alone will consume several thousands of dollamdriviers’ take-home pay, sharply reducing
their ability to meet loan payments.

December 2006  October 2008
Gallon of diesel $2.91 $5.027 (as of 6/2/08)
Monthly fuel costs $450 $598 - $727
Increase -- 33% - 61.5%
Percent of gross income spent on diesel  30% 408b%4
Net income $29,000 $25,676 - $27,224

Source: December 2006 data based on Gateway &itée®Monaco (2007). October 2008 data
assumes new truck with a fuel efficiency increasel diesel prices of June 2, 2008. Diesel prices
from U.S. Energy Information Administration.

A second significant outcome of soaring dieselgwibas been an increase in labor unrest among
drivers. As one port driver noted in relation tes#l prices (and the refusal of some trucking
companies to increase rates), “A lot of guys righiv, they are ready to come unglued. They
want to try to shut things dowri®On April 1, independent drivers nationwide parkieeir

trucks in protest. Last month, fuel protests atRbet of Oakland included destruction of trucks
and threats of violenc®.The implications of driver unrest (including aalission of recent

driver activity — and subsequent firings — at L&&ach) will be discussed in more detail below

in the sectiorPersistent Labor Unrest Linked to Chronic Job afslity.

A third product of increases in fuel prices is kated increase in the number of bankruptcies
among trucking companies. One industry expert ntitati385 trucking companies had declared
bankruptcy in the first quarter of 2007; the samartgr of 2008 saw 935 bankruptcy filings, a
143% increase year-over-year.

Trucking Company Bankruptcies
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Driver Income Impacted by Downturn in Trade
Volume

Drivers are dependent on trade volume for theiomne. Because most drivers are paid by the
load, when volume dips and work dries up, driversbme suffers. In such cases, certain
expenses (such as fuel) similarly dip. Truck paytsiemowever, must be made regardless of the
availability of work.

In most of the past dozen years, trade througlstrePedro Bay Ports has increased by double
digits** The average annual growth rate for the years 28@% was 10.4%. Even during the
economic downturn of 2001, trade continued to iaseg with a year-over-year gain of 2.1%.

Container Volume and Growth Rate, San Pedro Bay Por ts
(percentage figure abowve bar indicates year-over-year growth rate)
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Notes: Container volume in millions of twenty fauivalent units (TEUs). Percent increase in volfnom the previous year
shown above that year's bar. Source: Ports ofAmageles and Long Beach.

However, trade growth has now stopped entirel2d@7, container volume was flat relative to
2006, “quite a comedown” (according to the L.A. GuEconomic Development Corporation)
and a feat that would have been unthinkable ev&rojue year agl. Since then, volume has
continued to drop. “We’'re surprised that the nurslyemain so weak” a Long Beach
representative noted; “it was forecast earlier yieigr that the numbers would improve during the
second half of the year, but there’s no sign aéfelght now.™? Just as drivers are being asked
to make a significant investment in and commitnterd major asset, the precariousness of their
income is coming into focus. Moreover, over thetgaseral years, West Coast ports have lost
market share to their East Coast counterparts eméant of current economic conditidiis.

Only a year ago, most analysts projected volumeutyin the San Pedro Bay Ports would
continue to increase at double digit rates. Ovenalime was projected to nearly triple by
2030%°> While volume in 2030 may well be 42.5 million TEW®ntainer volume growth in the
near term clearly will not equal the growth ratésezent years. During the current economic
downturn, then, one of the few things that drivaasld rely on to ensure some stream of income
— steady growth in container traffic — appearsdalipping away.
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Driver Income Impacted by Stymied Growth at
the Port of Long Beach

At the largest twin port complex in the U.S., thare some two dozen expansion projects in the
works, each with its own Environmental Impact RegBtR).*® Expansion had been stalled at
the two ports for a number of years, since a 2@@kUlit against the Port of Los Angeles brought
by the Natural Resources Defense Council, CoalfborClean Air, Communities for a Better
Environment, San Pedro and Peninsula Homeownerschg®n and San Pedro Peninsula
Homeowners United. If EIRs are approved and expansiable to move forward, the result will
ultimately be more container volume moving throtigé Ports, more truck trips for drivers, and
more reliable income. Absent expansion, customerg ook for alternate ports for their traffic;
this would have the opposite effect, and would ease the likelihood of drivers being able to
make lease payments.

In December 2007, the Port of Los Angeles (herea®g approved the first major EIR at either
Port in seven years, with a new container termfflabPac”). Some sixteen community and
environmental groups, again led by the Natural BResss Defense Council, appealed the project,
and the process stalled. In April 2008, LA anddbeellants announced an agreement, where LA
would create a community mitigation fund and thpallants would remove their objections. All
stakeholders — the LA officials, community and @armental groups, and industry watchers

and analysts — expect that this groundbreakingeageat has finally cleared the way for
expansion, having broken the logjatthe Port of Los Angeles ol

The framework established in the LA harbor doesapmiy to Long Beach, as the Port of Long
Beach’s Robert Kanter explained: “When Los Angehedkes these agreements, it raises the bar
for all of us. But it does not guarantee that tbet Bf Long Beach will do what Los Angeles
did.”*® Currently, there is a cloud of uncertainty over ibsue of Long Beach expansion, and
community and environmental groups are reviewingd-Beach'’s EIRs.

Indeed, two groups — the Natural Resources Def€os@cil and the Coalition for a Safe
Environment — have already threatened litigatiomirast Long Beach’ It is noteworthy that the
threat was not also made against the Port of Lagehes. The result could be a scenario where
LA is able to expand, with community and environta¢support, while Long Beach’s long-
delayed expansion is hampered by opposition frayedlsame groups. In fact, one industry
executive gave an account of expansion projectgdeeld “hostage,” saying “I've never seen
the port environment more vicious, more adversarfal

Between December 2007 and February 2008, whiléuthiee of the TraPac EIR was in doubt,
five shipping lines abandoned LA’s TraPac termimath an estimated loss of $70 million to the
terminal. Delays in the expansion process werel @tethe main reason. It is possible that the
same exodus could happen at Long Beach, shiftintaower traffic to LA (or other ports) in the
face of continued community and environmental ogjmrsto expansion. As one industry
executive noted, “cargo owners are diversifyingrtpert gateways for a number of reasons, one
of which is the inability of Southern Californiap®to develop new projects to meet capacity
demands ™ The same press account noted that this “no-grotréhd” may continue
“indefinitely.”
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In the meantime, the following Long Beach projdéis container improvements and expansions
as well as infrastructure projects) remain in limbo

Port of Long Beach Projects Awaiting Approval
Middle Harbor (Piers D, E and F) Container Termigapansion
Pier A East Container Terminal Improvement
Piers G and J Container Terminal Improvement
Pier J South Container Terminal Expansion
Pier S Container Terminal Expansion
Administration Building Replacement
Gerald Desmond Bridge Replacement
Source: Port of Long Beach.

If Long Beach is unable to reach an agreement @athmunity and environmental groups on
terms similar to the LA agreement, delays aroumdelexpansion projects may well continue,
sending container volume to other ports, and uli@tyaeducing driver income. Impacted drivers
will have an increasingly difficult time meetingalge payments on trucks for which there is
reduced demand.
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Loss of Half the Market Limits Driver Earning
Potential

Earlier this year, the two contiguous ports chospass different clean truck prografigor the
purposes of this discussion, the critical diffeebetween the two plans — one that could vastly
affect the incomes of the drivers — is that LA iandating that licensed motor carriers who
become concessionaires at the Port use only engpliners, rather than independent
contractors. This change will take place over a frear period, beginning January 1, 2009. Long
Beach, however, will permit either employees orpehdent contractors of its concessionaires
to drive trucks at its port.

The two Ports are a unified market, with LA thegkarof the two. The practical significance of
this distinction is that while LA drivers will beoke to do business at the Port of Long Beach,
Long Beach drivers wilhot necessarily be able to access the Port of LA. [Diss of half of the
market may be just the beginning, however. A retamsuit filed by the American Trucking
Association against the Ports of Long Beach andAmgeles explains:

The Long Beach Concession Plan, on its face, psrnoncession holder to use
employee-drivers or independent owner-operatossibsontractors.

In reality, however, permission for an independamber-operator to service the Port of
Long Beach is meaningless when shackled by a ptmmkagainst serving the Port of
Los Angeles. It generally is commercially impraatjaf not infeasible, for a motor
carrier to provide drayage services only on thd Boong Beach and not also to the
Port of Los Angeles. For example, agreements arsbippers may route cargo initially
destined for the Port of Long Beach to the Poitad Angeles, and may require emptied
containers from cargo initially drayed from the PafrLong Beach to be returned to a
terminal on the Port of Los Angeles. Further, uritdassel Sharing Agreements” entered
into among ocean common carriers, a contract ®trdms-Pacific movement of cargo
containers between a shipper and an ocean caitleaverminal facilitiesgic] at one

San Pedro Port may actually be fulfilled by movihg container on the ship of another
ocean carrier that docks at the other Port. Asaltiea Concession Plan that prohibits
subcontracting independent owner-operators to geoslrayage services at the Port of
Los Angeles also precludes any practical abilitynoftor carriers relying on the services
of independent owner operators to serve the Pdrbnf) Beach, and, therefore, to enter
into short or long term drayage contracts with plmg companies, ocean carriers, or
cargo owners?

In short: the best-case scenario for independerttactor drivers receiving truck loans may have
them taking on significantly increased costs ev@tha size of their potential market shrinks by
55%. If the Trucking Association’s projections aealized, drivers may lose significantly more.
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Persistent Labor Unrest Linked to Chronic Job
Instability

The recent (post-deregulation) history of port drvis a history of labor unrest. One recent
analysis uncovered 100 incidents of labor unresiragrover 22,000 port drivers throughout the
United States and Canada over the past twenty.ye@nger half of these incidents (a
disproportionately high number) took place in tlwet® of Los Angeles and Long Beach, and
another three strikes took place at major truckiognpanies doing business in Long Beach in
May. It appears to be the case that port drive®ouathern California are especially willing to
park their trucks and engage in “wildcat” strikes.

A minority of these job actions brought an entiogtgo a complete halt. Long Beach was,
however, fully shut down for two weeks in the summie1988, a week in November 1993,
throughout the entire spring and summer of 1996,fana day in each of 2004 and 2006.
Industry executives have long understood the frequeand cyclical nature of driver walkouts.
In the wake of the 1996 strike, one executive laeethat “we learned nothing from this. The
cycle will repeat itself. In another year or twie tdrivers will go out agairm”

Outside of these port-wide actions, there have Beeres of other, smaller actions at individual
trucking companies. We estimate that over 15,00featiand former port drivers in the San
Pedro Bay Ports have participated in these prot@sey the past twenty years, there is a strike
or job action among San Pedro Bay port drivers garage once every four months.

Given the increasing price of diesel (as discusd@ye), along with other changes in the

industry, including the Long Beach CTP, it appdheg the frequency of these incidents of labor
unrest is increasing. Drivers at RPM Trucking, Nmdge Logistics and ContainerFreight EIT

all parked their trucks and struck this past Maynal These separate, uncoordinated actions each
lasted approximately one week. Two of the threalted in driver termination.

Several things happen during these job actifns:

Drivers lose payThese actions may be sparked by any numbermjghfuel price
increases, long wait times, low pay, a lack of fieghaunsafe equipment — often related
to port drivers’ independent contractor status. Wer the cause, drivers make extreme
sacrifices to engage in these protests. Durindp agbion, these workers receive no pay,
and afterwards many have lost their jobs. Thesérogencies harm the regularity of
income needed to meet ongoing lease payments.

Authorities are dispatched hirty percent of the incidents reviewed resultedalls to
authorities to quell a disturbance. In some ofeéhesses, police arrested participants.

Violence is a factorln at least 17% of incidents, there have beayations of violence
or attempted violence. Incidents have included ntspaf fistfights, stabbings, vehicular
attacks, gunfire and even bombings.

Property damage against truckSourteen percent of incidents were marked by some
destruction of property. By far, the most commooparty damage was to trucks. Most
frequent were shattered windshields, slashedamespunctured radiators.

Given the likely increasing frequency of driverians, it is reasonable to ask how this might
impact both drivers’ ability to meet loan termsgdhe condition of the trucks themselves.
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Conclusion

Financing an industry characterized by low marging a lack of both capital and assets
provides unique challenges, even in the best adgimlow is far from the best of times. On top
of the well-known structural challenges, theresaeeral risks to this financing scheme that are
less well-known; we have examined them in detathia report. We believe that these risks will
seriously impede drivers’ ability to successfulbricipate in the Long Beach CTP. Further, we
believe that the continued financial predation amets, not just by licensed motor carriers, but
now also by multinational financial entities suchZaimler, will reverberate negatively
throughout the community.

There are, however, alternatives to the pitfallsgabby Long Beach. An example of a program
that avoids these problems can be seen at theeadjRort of Los Angeles. At the LA Port, a
similar Clean Trucks Program stands a much beft@nce of long-term economic and
environmental success. It is also significantlsliésely than the Port of Long Beach plan to
exact a toll on families and communities. At thetd LA, capitalized trucking companies
(rather than individual low-income truck driversillyurchase and maintain the trucks. Studies
have shown that when the risk and responsibilighifted to companies, there is greater chance
for long-term succes¥.

Long Beach should follow the LA example of soliddal sense and a more compassionate
approach. A more fiscally sound — and humane ktreplacement program should be brought
forth before the defaults begin. It is not onlg fimancial health of drivers that hangs in the
balance, but their physical health as well — ahdfadurs who breathe the air in Southern
California.
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