


Introduce any members of the Maritime Strategy Executive Team
Allow Mayor of Asheville to welcome the Advisory Council



Review agenda

We will highlight our goals for the meeting, recognize and add any additional goals that the
AC would like to bring forward

The project team will then provide an update on our analysis and progress to date, with
specific focus on input we have received from our stakeholder meetings and industry
workshops, definition of market opportunities, and evaluation of infrastructure needs and
constraints. As we go through our presentation, we encourage the Advisory Council to help
identify topics for more specific discussion during the next portion of the agenda.

We have proposed the discussion of further stakeholder input as well as market scenario
risks and challenges as topics for more focused discussion — possibly as breakout sessions —

but this can be tailored to match the interests of the Advisory Council.

After the focused discussion by the council, we have allotted time for public comment,
before our recap and close.

When we get to focused discussion






The North Carolina Maritime Strategy includes four major technical tasks — from data
analysis to alternatives evaluation — leading to the preparation of a final report and
underlain by input from industry and public stakeholders.

Since our last meeting in July, the study team has focused on market scenario development
and identification of infrastructure needs to support these market opportunities.

With a defined milestone to provide an evaluation and decision matrix to the State by end
of December, the Advisory Council’s input and response to our work to date is key to
ensuring we have meaningful results.



At our last meeting, we presented you with a framework for identifying and evaluating
market scenarios.

Today, we will present opportunities that may exist to advance North Carolina’s position in
various market areas

and we will provide information on the overall market size, the necessary conditions that
must exist to allow North Carolina to capture a meaningful share of that market, identify
risks and opportunities, and discuss strategies—such as infrastructure investments and
policies—that would support realization of each market scenario.

We are particularly interested in your thoughts on downside risks and upside opportunities
that should be considered or issues that we may have missed.



Industry and stakeholder input has been an important component of the identification of
market opportunities for waterborne trade in and out of North Carolina.

Since our last meeting, the study team has held several industry workshops with the
support of various advisory council members in identifying stakeholder participants and
moderating discussion sessions.



Since June, the study team has held four industry workshops, with representatives from the
agriculture, non-ag shipper, shipping lines, and railroad and trucking industries.

We have also held focused discussions and interviews with MPQOs around the state, the NC
Department of Commerce, USACE, and community and business interests.

Our stakeholder coordination is far from complete — we are working to set up industry
workshops that will focus on military interests, special zones (such foreign trade zones and
distribution centers), and are scheduling additional focused meetings with community
stakeholder groups and economic development commissions. Several public meetings and
public information workshops will also be held in the fall.

Many of you have participated in these meetings. In fact, Advisory Council support in this
effort is a tremendous factor in getting comprehensive stakeholder input.

At this point, we would like to bring the Advisory Council up to speed on the messages we
have heard—and ask your input on what additional industry and stakeholder input should
be sought to fill in information gaps and resolve unanswered questions.



Our agriculture industry workshop was held in August. Some key messages and points
made by the ag industry representatives are highlighted here:

Ag shippers told us that their landside — truck or rail — shipping costs represent more than
half (and sometimes near 70%) of export transportation costs. Cost efficient highway and
rail access is therefore a key element to selecting a port of departure.

Most NC agriculture products are transported to regional ports by truck. Rail freight rates
guoted have been prohibitively high, leading ag shippers to believe that the railroads are
not interested in their business in North Carolina.

For ag products shipped by containers, the availability of containers for export is an
influential factor in selecting a port. Because containers are available at ports with good
import volumes, ports with containerized imports are also getting the containerized export
trade.

Agriculture shippers don’t perceive that North Carolina ports have adequate bulk handling
capacity to support the state’s bulk grain exports.

There is a need for refrigeration or cold storage facilities on terminal or very near the port.

Non-frozen perishable goods have a limited shelf life —total time to market is also an
important factor in choosing a port.



For non-ag shippers, we heard many of the same messages as were relayed at the ag
workshop.

For exporters, the availability of containers is key. Imports drive exports.

These shippers also seek ports that have access to multiple ocean carriers and a high
frequency of vessel calls.

Landside costs represent a majority of the delivered cost of goods. The non-ag shippers
perceived that NC highways do not provide adequate port access.

We heard from Caterpillar, with its new plant set to open in North Carolina in early 2012, th
at they have a need for handling of Ro-Ro, oversize and mixed cargo.

One interesting message delivered strongly by this group was the perception that the NC
ports, state and community do not speak with one voice or share a common mission with
respect to maritime trade. Other port communities are doing a better job of welcoming
port business than is North Carolina. Concerns that NC’s port communities are not
supportive of port industry is perceived as a business risk to long-term investments in
North Carolina.
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The study team met with shipping lines in August.

With a focus on container ships, the shipping lines were consistent in defining an operating
water depth of 46 to 48 feet as an important feature to accommodate the ships that would
call on NC ports into the future.

Container lines seek to empty and reload their containers as quickly as possible. In order to
avoid costly repositioning of containers that end up at inland destinations, these carriers
are interested in calling at ports that have the ability to transfer cargo from their
international 20’ or 40’ containers to 53’-long domestic boxes. The shipping lines’
containers, therefore, would not leave the port.

Shipping lines provided the team with pros and cons for use of port facilities in Wilmington
and Morehead City.

At Wilmington, the shipping lines recognized the port’s experienced workforce, including
the high productivity rate in lifting containers to/from the vessel.

They also recognized Wilmington’s good interstate access on I-40, and identified the port as
an important gateway to Latin America.

On the negative side, Wilmington’s capacity is limited by its turning basin and water depth.
The lack of intermodal rail service is a negative to attracting containerships and Wilmington
does not have any trans-Pacific service.

At the Port of Morehead City, the shipping lines identified its deeper water as an attraction,
and they thought Morehead City was good for agricultural cargo. The carriers cited
Morehead City’s poor land access as a negative. Also the limited area for expansion would
detract from potential container terminal development there.

It was noted at the meeting that the ocean carriers represented at the workshop were all 11

container lines. A suggestion for a supplemental workshop was a follow on meeting with
chinninc linec cnacializinos in hiillk hraalchiilk and mived Frarcn



At the team’s workshop with railroad and trucking interests, the study team heard clearly
that these folks would like to maintain ongoing dialog with NC ports and the state to better
understand and advance mutually beneficial goals.

The railroads communicated to the group that, while they actively seek new business
opportunities, ports are the drivers of the business. Railroad service is dictated by available
freight volumes. This “chicken-and-egg” issue arose in other workshops as well.

Workshop participants agreed that the primary point of competition is between railroads
and truckers — rather than between the two railroads. This is particularly true for NC ports,
which is largely a trucking market today.

In considering ways that the ports can attract shippers to their facilities, the railroads
shared with us that the railroads have pre-established contracts with big-box retailers that
can skew marketplace pricing. Shipping lines have similar arrangements so that retailers will
use ports that are served by a specific steamship line and by a specific railroad.

While we have heard from the port and from the shipping lines that the availability of rail
service is key to attracting container vessel calls, the railroads told us that the need for dual
rail access—with competing trains operated by NS and CSX—may be more perception that
reality. The railroads suggested that shared service—whereby NS boxes are carried on CSX
trains and vice versa—may be a better way to achieve freight volumes to support cost-
effective rail service. | hope | am not putting our railroad representatives on the spot, in
sharing that they agreed to discuss this idea among themselves as a follow up action to our
workshop.
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In parallel to our group workshops, the study team has conducted conversations and
interviews with entities with an interest in coastal engineering and regulatory issues. This
has included discussions with the USACE, as we reported at our last meeting.

Key messages related to coastal issues are listed here.

Funding is a big challenge to channel dredging and deepening. Federal funds are prioritized
based on military need and projected national economic benefit.

A deeper channel means a wider footprint. The environmental impacts associated with this
wider channel need to be identified and mitigated.

USACE has been in discussions with NC ports on proposed NCIT site as well as other vessel
navigation concerns to Wilmington. They are actively analyzing constraints and alternatives
at the Battery Island “S” turn, concerns over shoaling at Bald Head Island, and the need for
an expanded turning basin.

Experts in the geology of the North Carolina coast acknowledged that dredging at Cape
Fear and Beaufort Inlets has yielded good quality sand that has supported beneficial uses
and beach replenishment. Significant deepening will need to consider the presence of rock

and hard bottom features, along with their associated environmental and cost implications.
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The project team contacted MPO’s throughout the state and received responses and input from
several, including:

Wilmington Urban Area MPO
Rocky Mount MPO
Greenville Urban Area MPO
Fayetteville MPO
Jacksonville Urban Area MPO
Greater Hickory MPO

High Point Urban Area MPO
Gaston Urban Area MPO
Cabarrus-Rowan MPO
Burlington-Graham MPO

MPOs throughout the state recognized that most freight in their regions is moved by truck with
some rail freight.

Because of this reliance on trucks, highway congestion is a concern. MPOs expressed the need for
improved statewide freight planning, along with funding for and investment in roadway and rail
networks that promote goods movement, with particular attention needed to port connections.

MPOs identified several specific freight hubs in their regions. Those that they considered primary or
secondary are listed here.

While this input was unsolicited, some MPOs explicitly indicated that there is a need for a
deepwater port in NC to support commerce in their regions.
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Not surprisingly, input received from various community stakeholder groups has been
reflective of the mission and focus of each individual group —often juxtaposing the need for
jobs and economic opportunities against the potential negative effects of port
development.

One common theme that has been heard, however, is the need for an environmentally
responsible approach to port-related developments.

Finally, in response to concerns expressed by port communities and issuance of the
Governor’s Executive Order 99, we have scheduled meetings to allow public comment and
help “identify activities and uses of the Wilmington and Morehead City ports that are not
incompatible with the underlying economic base and existing predominate economic
sectors supported by the surrounding community.” These meetings will be held in
Morehead City and in Wilmington on September 27 and 29, respectively.
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From the input we have received to date, some common themes have surfaced. Perhaps
some of these can be explored further as part of the Advisory Council’s focused discussions:

First, there is a need for economic development and jobs. The recent unemployment
figures for NC, which is 1% greater than the national rate, support this input.

Environmental responsibility is important to the definition of port-related development in
North Carolina.

The need for improved railroad service—and the freight volumes to support this service—is
a key factor in the success of maritime trade in NC

Highway connections and capacity is always important.
Alternatives should consider opportunities in bulk commodities

More ship calls will bring more volume that can be used to support enhanced rail service.
Stakeholders suggested the use of incentives to attract ocean carriers.

Finally, we heard from shippers and shipping lines alike that achieving and import-export

balance was key. Any export strategy should consider associated imports to attract vessel
calls and, for containerized goods, ensure the availability of international boxes
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Stakeholder discussions, along with our own data collection and analysis, have provided key
input to definition of market opportunities for North Carolina. We have used this
information to focus market alternatives in regional waterborne trade on those areas
where NC may have a unique position or that would particularly benefit the State’s
industries.

I'd now like to turn over the presentation to our economist, Toni Horst, who will share with
you an initial set of market opportunities for North Carolina’s waterborne trade.
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As we consider the risks and opportunities to these market positions, | wanted to share
again a slide we presented at our earlier meeting to show the relative market share of NC
ports in comparison to the regional competition. When you take out coal, NC is well-
positioned to handle bulk cargoes. Breakbulk volumes through NC ports is less than that
handled by Charleston and Savannah, but in the range. Today, NC container volumes
represent less than ten percent of the regional market.

NC ports’ competitive position in breakbulk, bulk and containerized trade will present both
challenges and opportunities that we will need to consider in evaluating market scenarios.
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At our last meeting, we provide the Advisory Council with some information on the NC port
facility infrastructure and our approach to evaluating the ability of the regional highway
infrastructure to support port access.

Today, we will elaborate on the our analysis of the regional highway infrastructure, present
our approach to evaluating rail and water access, and also respond to questions that were
raised by Advisory Council members on regional port capacity.
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Regional port capacity is an important element in considering how effectively NC’s export trade and waterborne
commerce will be served in the future.

At our last meeting, we presented the results of our detailed analysis of regional container port capacity. For containers,
capacity is driven by the availability of adequately-sized berths and cranes, container storage area, container dwell times,
and container yard operations. The availability of intermodal rail service is also an important factor in estimating how
long a container will occupy space in the yard—ports with on-dock or near-dock rail service achieve better turnover and
shorter dwell times than those with only truck service. The results of our regional analysis—which included NC ports along
with existing and planned facilities in Norfolk, Charleston, Savannah, and Jacksonville FL—showed that the region’s ports
are operating their container terminals at roughly 50% capacity.

In the case of container ports, there is a lot of available data. While there are variables that can change over time to affect
capacity estimates, we can develop a fairly accurate picture of container capacity.

Following our last presentation, the team was asked about similar analysis of bulk, breakbulk, and Ro-Ro facilities.
Certainly, where market scenarios involve these types of facilities, it is important to understand whether there is a
shortage or glut of available cargo handling capacity within the region for use by NC shippers.

For NC ports themselves, our team had access to detailed operating data provided by NCSPA and so we were able to
provide a good estimate of existing bulk and breakbulk capacities at Wilmington and Morehead City. That information,
which we presented last time, is included in two slides at the back of the presentation appendix for your reference.

Very limited operations and throughput data is publicly available for non-containerized cargo. To estimate the capacity of
other regional ports to handle bulk, breakbulk, and Ro-Ro cargoes, our team had to make some assumptions since
detailed operating data is not available. This leads to a greater level of uncertainly in the figures presented for regional
capacity.

Annual cargo handling capacity of regional ports was calculated based on available berth and yard area. We applied
commodity-specific dwell times typical to the industry to estimate the turnover of goods. Landside access capacity was
assumed to be non-constraining. Finally, total regional capacity was determined by adding the terminal capacity of each
terminal at each port for existing commodities being handled.
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At our last meeting, we presented a figure similar to this one to compare existing and
future regional container capacity against alternative growth scenarios.

The previous figure has been updated to reflect regional container growth projections
provided by IHS Global Insight. The most recent forecasts of containerized trade project
within the South Atlantic region project a compound annual growth rate of 3-5%. This is
somewhat higher than US GDP growth projections, reflecting a moderate additional
diversion of container traffic to east coast ports along with some containerization of goods
currently moved by bulk or breakbulk.

How soon the regional will need additional container capacity depends not only on this
annual growth rate, but also on which of the various proposed container terminal projects
will be realized in the next 30 years. As an example, Jasper Terminal represents more than
half of potential additional regional container capacity but is considered to be the most
speculative.

All planned container capacity improvements at peer ports, excluding Jasper, would
accommodate forecasted growth at 5% through 2028 and at 3% beyond 2040.

If Jasper Terminal is included, all planned container capacity improvements would
accommodate forecasted growth at 5% through 2034 and at 3% well beyond 2040.

As demand regional ports near capacity overall, it is expected that measures would be
taken to reduce dwell times and thereby increase throughput and capacity. This could be
achieved through demurrage charges—as are charged on many west coast ports—or
increased use of intermodal rail to move quickly containers off the port. These measures
could increase effective capacity by 15-20% over the figures shown in this figure.
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For regional bulk commaodity, this graph similarly compares regional capacity to demand
under high and low growth scenarios. For the purposes of this analysis, we have excluded
coal and petroleum, which would skew the market.

Under a pessimistic or low growth scenario at an average 2% per year, existing bulk facilities
within the four peer ports could theoretically handle forecasted bulk volumes through
2040.

A more optimistic 4% annual growth scenario would require additional capacity to handle
regional demand as soon as 2020.

Because bulk facilities are often dedicated to a single commodity type, the imbalance
between demand and capacity may be more distinct or severe for specific commodities.
This would be consistent with the perception of agricultural shippers who have indicated a
shortage of regional bulk facilities to handle their products.
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As a generalized commodity type, breakbulk products can be handled across numerous
facilities. Terminals equipment and storage facilities can be readily adapted to handle a
variety of goods that do not require special handling or storage. It should be noted that,
where specialized equipment or storage facilities are required, the demand/capacity ratio
may be quite different. We have heard from shippers that there is a need for terminals that
can handle heavy or oversize cargo and also to store commodities that require temperature
or climate control.
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A similar analysis was conducted for Ro-Ro facilities, but with some caveats. The Ro-Ro
commodity for which there is the best information is autos. For the purpose of this graph,
we have limited our calculation of Ro-Ro capacity to those areas that are dedicated to the
auto market. Because this is a the largest user of Ro-Ro capacity, it is a fairly good proxy for
the Ro-Ro market overall. Areas currently used for auto storage could readily be converted
to accommodate other roll on/roll off commodities.

In the low-growth or pessimistic scenario at 3% average annual growth, existing regional
Ro-Ro capacity will be exceeded before 2027. For a more optimistic 5% annual growth rate,
regional Ro-Ro demand will outstrip capacity by 2019.

As for breakbulk cargo, this analysis does not consider the needs of handling heavy or
oversize Ro-Ro cargo, which would have more limited available capacity across NC and its
peer ports.

In all, potential over- or under-capacity within the region to handle specific goods would
present risks or opportunities to NC ports in pursuing that market.
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Port facilities are only one piece of the puzzle that makes for efficient goods movement.
Another critical piece is the highway infrastructure. As noted by the shippers who have
participated in our workshops and interviews, most goods within and through NC are
moved by truck. Trucking costs may represent more than half of the total cost to transport
goods to or from international markets. Shippers, therefore, are motivated to select ports
that can be easily reached by truck. Jeff Weisner of URS has been leading the effort to
examine the existing and future highway infrastructure and how the roadway network
influences access to regional ports.

Purpose - Identify constraints to the movement of freight within the highway network
relative to exiting and potential North Carolina port facilities and to identify and prioritize
opportunities for improvement.

Outcome: Develop a strategy to improve the state highway infrastructure to support North
Carolina’s maritime industry.
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Outcome: Develop a strategy to improve the state highway infrastructure to support North
Carolina’s maritime industry.
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Cape Fear Inlet
New River Inlet
Bogue Inlet
Beaufort Inlet

58



Cape Fear Inlet
New River Inlet
Bogue Inlet
Beaufort Inlet
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Cape Fear Inlet
New River Inlet
Bogue Inlet
Beaufort Inlet
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In addition to container capacity, the team examined bulk and breakbulk capacity at each of
the Ports of Wilmington and Morehead City.

Bulk and breakbulk commodities often use designated facilities within the terminal. Some
bulk products, like grain, require specialized handling equipment.

This chart shows 2010 throughput against berth capacity and storage capacity for various
commodities at the Port of Wilmington (POW).

Growth of most of the bulk and breakbulk commodities at POW will be limited by their
storage capacity. POW has a plenty of berth capacity overall.
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This chart shows 2010 throughput, berth capacity and storage capacity for various
commodities at the Port of Morehead City (POM).

Growth of most of the bulk and breakbulk commodities at POM will be limited by their

storage capacity. POM has a plenty of berth capacity overall. Berths are often used for
multiple bulk and breakbulk commodities.

80



