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How a small Canadian
port could have a ‘signific
effect on Memphis’
shipping business

Story & Photos by
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PRINCE RUPERT, British Columbia — Nothing in this port city of 14,000 people on
Canada’s Pacific coast is remotely reminiscent of Memphis. Not the mixture of rain
and snow falling from a gray sky or the convocation of bald eagles feasting at the
town dump. Not the totem poles in the city center or the mountain peaks rising in
every direction.

In every possible way, physically and culturally, the Far West seems worlds apart
from the Mid-South.

But at the Fairview Container Terminal, the $170 million port facility built at the
Prince Rupert harbor less than two years ago, Memphis is on everyone’s mind.

On the dock, in the shadow of three giant cranes above, trucks are busy moving
containers filled with auto parts, electronics and a host of other products recently
offloaded from an Asian steamship. The trucks are placing those containers onto
rail cars that soon will depart for Memphis, arriving in about five and a half days.

And inside the office of Maher Terminals, the company that runs the bustling facil-
ity, this city’s connection to the Bluff City becomes apparent as employees monitor
and process the cargo containers being moved from dock to rail.

Of the roughly 300 containers being loaded onto the train outside, 115 of them -
or 39 percent —are bound for Memphis, where they will be lifted onto a truck and
transported to area distribution centers or other nearby locales.

“Memphis s the largest U.S. destination for Prince Rupert,” said Mark Schepp, vice
president and general manager of Maher’s operation here.
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That statement may sound surprising. But despite the distance and difference
between them, Prince Rupert and Memphis are linked by a direct route that relies
on both cities to move goods from Asia to North America and back.

And though Prince Rupert’s official town motto is “Where Canada’s Wilderness
Begins,” it’s also one of the places where North America’s global trade route begins
-with Mempbhis at the other end.

A LESSON IN GEOGRAPHY

Containers have been hauled between Prince Rupert and Memphis since October
2007, when longshoremen at Fairview Container Terminal welcomed the first sailing
vessel from Asia, loaded the cargo ona Canadian National Railway Co. trainand sent
it off to Central Canada and the U.S.

That event was decades in the making, explained Barry Bartlett, manager of
corporate communications for the Prince Rupert Port Authority. Bartlett told the
story of city founder Charles Hays, an American, who first conceived a rail line from
Prince Rupert to forge a silk trade route between Asia and North America.

Hays was drawn to Prince Rupert because it’s the deepest ice-free harbor on the
continent and offered shorter trans-Pacific sail times from Asia than other North
American cities. But Hays’ dream dissolved when he died on the Titanicin 1912.

Fast forward nearly a century and Prince Rupert now boasts as much upside in
international commerce as anyplace. And its fortunes are tied to those of Memphis
since the two cities - sister cities,ina sense - serve
as bookends of a transportation network with
room for growth. Using a corridor dubbed the
“Asia-Pacific Gateway” by Canada’s government,
the steady flow of containers from a western
Canadian port like Prince Rupert, as well as the
much larger and busier port facilities in Vancou-
ver to the south, has changed the way cargo moves
across the flattened world.

“The Asia-Pacific Gateway arose out of a
recognition by the providers and the federal gov-
ernment to create a reliable and efficient supply
chain that will serve the goods being shipped to
and from Asia, to and from North America,” said
Kevin Falcon, minister of transportation and
infrastructure for British Columbia. “There’s an
ability to get those goods basically into the U.S.
Midwest at the same time a ship would be unload-
ing similar goods in L.A./Long Beach.”

Therein lies the advantage of a place like
Prince Rupert. As the closest North American port to Asia - one day closer than
the port at Seattle-Tacoma in Washington and two days closer than the ports of
Los Angeles or Long Beach in California - it was viewed by political and business
leaders as an opportunity to tap into the growing number of container ships
sailing the Pacific Ocean.

Indeed, the selling point for public and private entities to invest in Prince
Rupert’s port came down to one simple demonstration, noted Shaun Stevenson,
vice president of marketing and business development for the Prince Rupert
Port Authority. All it took to show how Prince Rupert fits into the puzzle was
placing a piece of string on top of a globe, with one end of the string on China
and the other end on Memphis.

In the middle was Prince Rupert.

“It’s a pure geographic advantage,” Stevenson said.

‘AN ATTRACTIVE ALTERNATIVE’

But Prince Rupertis blessed with more than justlocation, bringing an array
of otheradvantages asa seaport, especiallyin comparison with established ports
down the West Coast, all the way to Southern California.

An outpost in the Canadian wilderness, Prince Rupert is situated on Kaien
Island, not far from the Southeast Alaska panhandle, and is therefore isolated
from the urban sprawl associated with other port cities.

The container terminal was built at the south end of town, away from the city’s
population, so trains coming out of Prince Rupert have no densely populated areas to
negotiate. Instead, they have nothing but relatively straight, low-grade, congestion-
free lines to the central plains of Alberta and Manitoba.

Witha capacity of 500,000 TEUSs (20-foot equivalent container units —a common
measurement for a port’s capacity), the terminal processed fewer than 200,000 TEUs
in2008, itsfirst full year of operation. That has allowed the port authority and Maher
Terminals to enhance the facility’s efficiency and minimize dwell times (the time
a container sits on a dock), a key statistic for shippers who need to move products
quickly from manufacturing plants in Asia to store shelves in the U.S.

“Because the port in Prince Rupert is not overly congested, that means you can
cut anywhere from one to two days of dwell time at the container port itself,” said
Stockwell Day, Canada’s minister of international trade and also the minister for the
Asia-Pacific Gateway. “When you’re looking at a three- to five-day timesaving over
an average 17-day trip, that’s quite significant.”

The Fairview terminal, which boasts 100 percent radiation screening, uses three
cranes to lift cargo onto and off container ships and 20,000 feet of rail line at the dock
spread over seven parallel track lines, giving workers the ability toload a 12,000-foot
train on the dock quickly. So cargo arrives in Memphis from Yokohama, Japan, in
fewer than 14 days or from Shanghai in fewer than 16 days.

“The port of Prince Rupert offers shippers quick ship-to-rail transfers, little
terminal dwell time and superior transit times to Memphis on Canadian National

MIDPOINT: The Fairview Container
Terminal opened at the Port of Prince
Rupert a year a half ago, giving steam-
ships a shorter sail time from Asia
than other West Coast ports — and
giving cargo a faster route into Mem-
phis. The Northern British Columbia
city is connected to Memphis via a
Canadian National Railway Co. line
that crosses Canada and turns south-
ward into the United States. Leaders
from Prince Rupert and Memphis are
working to increase cargo cominginto
the port to benefit both cities.

Railway,” said Nathan Lauer, supervisor of client services and terminal administration
for Maher Terminals. “The Prince Rupert gateway has proven to be areliable and ef-
ficient corridor for the many shippersusing Mempbhis as a strategic transportationand
distribution hub. We provide shippers the shortest time from Asia to Memphis.”

Prince Rupert and Memphis have a memorandum of understanding, meaning
each city promotes the other when attracting new commerce. The hope is that when
Prince Rupert leaders tout Memphis for its robust distribution capabilities, that will
benefit Prince Rupert. And when Mempbhis leaders tout Prince Rupert as a strategic
port of entry, that will benefit Memphis.

“In terms of the strategic importance of Prince Rupert to the shippers, not only
is it an alternative, but it’s two days closer to Asia than L.A. and Long Beach,” said
Arnold Perl, chairman of the Memphis Regional Logistics Council and a partner at
Ford & Harrison LLP. “Not only is it an alternative, it’s an attractive alternative.”

NOT AN ‘ACCIDENT’

The supply chainbetween Asiaand Memphis using Canada’s Asia-Pacific Gateway
involves two lengthy components: 4,642 nautical miles between Shanghai and Prince
Rupert (as opposed to 5,810 to Los Angeles); and roughly 3,000 rail miles between
Prince Rupert and Memphis via CN.

The importance of Memphis for CN isillustrated by the railroad’s North Ameri-
can route map. CN lines come out of Prince Rupert and Vancouver on the Pacific
coast and Halifax, Nova Scotia, on the Atlantic
coast (see sidebar for more about this city). They
curve downward and meet in Chicago before
coming into Memphis, forming a Y-shape across

the continent.

Therailroad’s route from the western cities crosses into Edmonton, Alberta, then
Winnipeg, Manitoba, then Chicago and finallyinto Frank C. Pidgeon Industrial Park
in Memphis. The average rail time from Prince Rupert to Pidgeon is 133 hours.

The railroad has invested hundreds of millions of dollars in the track along that
route, as well as pumping $30 million into construction of the Fairview terminal.

Also, itinvested $41 million for its intermodal facility in Pidgeon, where CN and
CSX Intermodal operate a joint intermodal operation named Intermodal Gateway-
Memphis. CN handles 150,000 lifts annually, and most of the few hundred contain-
ers arriving here weekly from Prince Rupert are destined for local distribution or
retail centers.

“It’sareal success storyin terms of creating a new, reliable, speedy import supply
chaininto the Mid-South,” said Peter Ladouceur, assistant vice president of market-
ing for CN’s intermodal division, adding that the railroad’s goal is to increase the
number of containers coming into Pidgeon from all directions.

Perl lauded the impact this route has had on Memphis. With CN’s commit-
ment to bringing more cargo from Canada into the city, he said, it bodes well for
Memphis-based shippers, freight forwarders, warehouse owners and third-party
logistics firms (3PLs).

“Prince Rupert is important to Memphis because CN is a strategic partner of
Memphis,” Perl said. “The CN is the only rail line at Prince Rupert. Unlike other
ports of entry, if you come into Prince Rupert and you’re going to connect with rail,
then you’re going to go through Chicago or Memphis.”
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In our business, time is money.
The less transition time means
more inventory turnover and faster

delivery time to our customers.”
-Wei Chen

CEQ, Sunshine Enterprises Inc.

CN’spresence in Memphisisn’tlimited to Pidgeon. The company underwent a $100 million up-
grade toits switchingfacility called Johnston Yard. And CN, whose presidentand CEO, E. Hunter
Harrison, is from Memphis and went to school at the University of Memphis, recently donated
$1million tolaunch the “CN - E. Hunter Harrison Center for Intermodal Safety and Emergency
Preparedness” at the U of M’s Intermodal Freight Transportation Institute (IFTT).

Those investments show CN is serious about developing more cargo business in the city.

“We spentalot of money there - 35 million bucks - to open anew terminal and another $6 mil-
liona couple yearslater,” Ladouceur said. “We have spent upward of $100 million to completely
revamp our yard. CN is very much committed to the Mid-South. It’s very easy to say that and
supportitwith pretty strong dollar figures. It’s not by accident. There’s a fairly well thought-out
plan to bolster our presence there.”

NOT ALL ROSES

Despite the infrastructural investments in CN’s route from Prince Rupert into Memphis as
well asitsfacility at Pidgeon, not everyone has bought into the
viability and value of the Asia-Pacific Gateway. With just two
vessels callingat Prince Rupert - ships thatbelong tothe CKYH
alliance of COSCO, “K” Line, Yang Ming and Hanjinlines -local
companies haven’t been clamoring for this cargo route.

Most of them still use the ports of Los Angeles and Long
Beach, the two busiest U.S container ports, both of which pro-
viderail access to the area via Union Pacific and BNSF Railway
Co. into Marion, Ark., and Southeast Memphis, respectively.

B. Lee Mallory, honorary consul for Canada and executive
vice president of Memphis-based Mallory Alexander Interna-
tional Logistics, acknowledged that the biggest hurdle with
developing a fuller relationship between Prince Rupert and

Memphis comes down to one simple factor. -

“There’s still alot of people who say, ‘Prince Rupert, which
coast are they on?”” he said.

What’s undeniable is that everyone knows where Los
Angeles and Long Beach are. Mike Kattawar Jr., president
and CEO of Katt Worldwide Logistics, a Memphis-based,
full-service logistics company, said his company hasn’t seen
a demand for Canada’s western ports such as Vancouver and
Prince Rupert.

“We do have stuff coming in from Canada, but notawhole
lot of stuff,” he said. “Most of our stuffis on the West Coast and
East Coast (of the U.S.).”

Kattawar added that Long Beach is the primary port of call
for his clients’ imports, which are transloaded onto rail cars at
that port and railed to distribution centers in Memphis. Kat-
tawar said he heard plenty of buzz surrounding Prince Rupert
six months to a year ago, but he “hadn’t heard much about it
recently.” Healsonoted that business levels have declined over
that time frame, with retail traffic down about 35 percent, so
making a port change seems unlikely during a recession.

“Atthis point, it doesn’t make alot of sense tous,” Kattawar
said. “If our customers need it, then we can do it. Right now
they’re not really requesting it.”

Wei Chen, CEO of Sunshine Enterprise Inc., a Memphis-
based multinational corporation that manages logistics and
manufacturing operations in the U.S. and in Chen’s native
country of China, echoed those comments. He said the concept
of Prince Rupertis solid, but getting companies to see the value
hasn’t taken off to the full extent.

“Itis a great idea to shorten the transition time from Asia
tothe U.S. destinations through thisroute,” Chensaid. “In our
business, time is money. The less transition time means more
inventory turnover and faster delivery time to our customers.
However, the execution of this plan has been slow and we
haven’t booked any containers from China through the Prince
Rupert or Vancouver ports.”

Other sources agreed that the cachet of Prince Rupert
hasn’t caught on yet, although the potential for future growth
remains strong for the right shippers and scenarios. Besides,
with much of the import traffic from the West Coast coming

into Union Pacific’sintermodal in Marion —and a cumbersome cross-Mississippi River traverse
for trucks - the appeal of the Prince Rupert-CN-Pidgeon option increases.

ROOM FOR EVERYONE

The biggest problem facing an emerging port like Prince Rupert is the global economic
slowdown, noted Clifford Lynch, executive vice president of CTSI, a supply chain solutions
firm, and the author of “Logistics Outsourcing - A Management Guide” and co-author of
“The Role of Transportation in the Supply Chain.”

Lastyear Lynch wrote an article about the prospects that Prince Rupert held for Memphis
and local shippers, but he hasn’t seen the intended outcome materialize, in part because its
advantages are diminished when trade volume decreases.

“With the economy the way it is, it’s kind of hard to tell,” Lynch said. “The ports of L.A.
and Long Beach are less congested and using Prince Rupert as an alternative might not be as
necessary now as it would be some other time.”

Lynchacknowledged that the efficiency of Prince Rupertis a critical benefit, buthe added
that without avast number of ships calling there, the port doesn’t offer the same breadth and
depth of container service as the busier, more established ports to the south, from Vancouver
to Seattle-Tacoma to Oakland to L.A./Long Beach.

“Two ships a week is not going to make a huge impact,” Lynch said. “If that picked up a
little bit, maybe we would get more than two.”

Recent news might change people’s perception of the Prince Rupert-Memphis route.
CN completed its acquisition of the Elgin, Joliet & Eastern Railway Co. (EJ&E) in February.
That rail line is a bypass around Chicago, allowing CN trains to circumvent congested rail
traffic inside the city.

Ladouceur said once the railroad has completed an assessment and subsequent upgrades
totheline, it willimprove speed and consistency of service through the Chicago metropolitan
area, shaving about 17 hours off the time from Prince Rupert to Memphis.

“Itis a challenge sometimes to pull the trains through Chicago, but this will give us basi-
cally an interstate that we can put our train onto and have an even more reliable ride around
Chicago to get to Memphis,” he said.

At the same time, Prince Rupert’s leaders are planning an expansion of the Fairview ter-
minal, adding capacity that could be warranted once the economy turns. A second phase of

Prince Rupert

Vancouver
Seattle

Chicago Toronto

Los Angeles Memphis
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MEMPHIS-BOUND: These containers
— filled with electronics, auto parts and
other goods - are being loaded onto a
train at the Fairview Container Terminal
in Prince Rupert, British Columbia,
and will arrive in Memphis in 133 hours
via Canadian National Railway Co.
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Halifax and Memphis
-Also Closely Aligned

On the other side of Canada, another port town has established an alliance with Memphis in hopes of boosting
international trade volume for both cities.

Politicaland businessleaders from Halifax, NovaScotia,and Memphis signed amemorandum of understandinglast
month to pursue mutually beneficial cargo connections and promote each other’s transportation assets worldwide.
The MOU is similar to the one Memphis has with Prince Rupert, British Columbia.

Nancy Phillips, executive director of the Halifax Gateway Council, said the underlying goal is to increase the
number of container ships coming from Asia via the Suez Canal or from Europe into the Port of Halifax.

There, it would be offloaded and put ona Canadian National Railway Co. trainand sent to Memphis for distribution
from the railroad’s Gateway Intermodal Memphis facility at Frank C. Pidgeon Industrial Park.

“Tt works for both communities,” Phillips said. “We’re connected by CN and obviously CN has an interest in
growing theamount of cargo that’s traveling from here to Memphis. They have an interest in growing the assets in
Pidgeon Park and they’re a great asset for both communities.”

Peter Ladouceur, assistant vice president of marketing for CN’sintermodal division, said the railroad is very bull-
ish on Halifax for a couple of reasons, chiefly because of its ideal geography.

“It has the same northern port advantages that Prince Rupert has,” Ladouceur said. “When you look at trade
lanes and you look at shipping lanes across the Atlantic, Halifax literally is on that very loop from Europe across
the Northern Atlantic and down the eastern seaboard. Ships going to New York or Norfolk pass within minutes
of Halifax.”

Second, the route out of Halifax into the U.S. is a “heavy-duty line that has been in place for many years and has
been the beneficiary of a lot of capital,” Ladouceur said. CN increased clearance along the line for double-stack
containers, making it a high-clearance, high-capacity route.

CN, the only railroad offering direct linkage between Halifax and Memphis, can cover the distance between the
citiesinabout 93 hours. This route does, however, bringa different set of dynamics than the Prince Rupert-Memphis
route, because of Memphis’ close proximity to other eastern ports, like New York, Norfolk, Va.,and Savannah, Ga.
That could perhaps temper the growth capabilities for Halifax-Memphis, Ladouceur noted.

But, headded, the route provides alot of export opportunities of things such as cotton from Memphis back into
Canada’s central and eastern provinces.

Arnold Perl, chair ofthe Regional Logistics Council and partnerat Ford & Harrison LLP, supportsthe MOU, refer-
ring to Halifax and Prince Rupert as the “twin towers” - critical gateways for cargo making its way to Memphis.
“Halifaxinthefutureisgoingtobeavital distribution link for Memphisjust like Prince Rupertis,” Perlsaid. “That’s
why we consummated the memorandum of understanding with them. They’re both terribly important, the twin
towers for this whole container movement of goods.”

David Gough, president of Halifax-based GTG Inc.and the person responsible for forming the Memphis-Halifax
alliance, said that while a sluggish global market will confound an immediate uptick in cargo between the two cit-
ies, leaders from both places think this is the right time to make sure connections are in place once the economy
recovers.

“The bottom line is that the Halifax business community wants to make this a working MOU, not just another
paper document,” Gough said. “The economic business model has been justified and now it’s time to turn it on.
‘What better time to get the kinks of the relationship out than during a downtime in the economy - when you’re
not always rushed and the trains aren’t always chock-a-block full - to get the gears in place.”

the terminal calls for an increase to a capacity of 2 million TEUs
by 2014 and doubling that number to 4 million TEUs by 2020.
“There’sarecognitionthat thereach that Prince Rupert can
provide into Chicago and Mempbhis is a big part of the future of
Prince Rupert, at times causing us some political grief when it

comes to Canadian importers and exporters that feel too much
attentionisbeingpaid to U.S. markets,” Stevenson said. “But we
figure we have lots of capacity for everybody.”

SERENDIPITY - MAYBE

Whether that capacity is ever realized remains to be seen.
Certainly, the port’s myriad stakeholders - from the Prince
Rupert Port Authority to Maher Terminals, from CN to local,
provincial and federal governments - are doing what needs to
be done tomarketand promote the terminal to shippers around
the world.

Besides the economy, one issue that remains a concern is
the lack of exports along the route from Memphis and Chicago
to Prince Rupert and Asia. If empty containers continue being
sent back, the port’s value might stagnate.

“We’ve got lots of capacity, because there are lots of goods
being brought in from Asia to North America, but there’s a big
opportunityfor gettingalot of the goods —whetherit’s cotton or
whatever the case maybe - from the U.S. Midwest to markets in
Asia,” said Falcon, the B.C. minister of transportation and infra-
structure. “We have huge capacity (for exports), particularly on
the Prince Rupert line that we think offers some real value.”

Mallory said once that value is realized, it will pay huge divi-
dends in Memphis, a city that remains on the radar of faraway
portsand on the minds of shipping professionals the world over,
no matter how distant they might seem.

“Memphis happens to be at the right place at the right time
to help with logistics services and we’ve got good companies
that provide those things, and a great railroad that connects us
all together,” he said. “I think we need to get the word out to the
shipping industry-both imports and exports — that opportuni-
tiesare there.”

Ep1TOR’S NOTE: THE MEMPHIS NEWS WAS INVITED BY THE
CANADIAN GOVERNMENT TO PARTICIPATE IN A MEDIA TOUR OF
THE PORTS OF PRINCE RUPERT AND VANCOUVER, BRITISH Co-
LUMBIA; EDMONTON, ALBERTA; AND WINNIPEG, MANITOBA. B





