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A Rail, Trucking and Distribution Workshop for the North Carolina Maritime Strategy was held at
the Port of Wilmington at 9:00 AM on July 21, 2011. In addition to the information presented
(and attached), the subsequent items were emphasized or discussed (they are grouped by the

Task Item with which they are associated):

Overview

Competition with other Ports

North Carolina faces the rigorous challenge of competing against some of the major nearby
ports. The Port of Savannah is one of those leading ports. According to CSX Transportation
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(CSX), the capacity for North Carolina to compete with Savannah and other SE ports depends
on the particular cargo or commodity under discussion. North Carolina ports have the ability to
excel in certain areas and have a poor probability in capitalizing on other markets. Norfolk
Southern (NS) has a facility in Morehead City and believes that although the rail infrastructure is
in place, there is currently no viable market.

CSX believes that water depth advantage is a key ingredient in a successful port. Currently
both Norfolk and Baltimore have deeper drafts than the NC ports. Norfolk also has existing
infrastructure and the advantage of being in close proximity to Navy facilities. The ability to
dredge the ports in North Carolina has the potential to attract additional business.

Can the East unseat the West?

The West Coast ports have been the dominant player in North America over recent years, but
the consensus is that the East Coast has the logistics in place to compete with Western ports. In
fact, Norfolk Southern says the 60% its traffic is from the East and 40% is from the West. This
traffic split has switched in recent years. The West Coast ports have had steady cost increases
over the recent years and “too many eggs in one basket”. Following the future modifications of
the Panama Canal, it is difficult to predict how cargo traffic will change. NS has spoken with
many port directors, and they have had various opinions on the effect of the Panama Canal.
Some believe there will be a vast increase of traffic to the East Coast, while others think it will
be a small swing. There is also the thought that the West will make improvements or changes
in order to maintain their share of the market following the dredging of the Panama Canal.

Current Operations
Cost vs. Speed

AECOM asked if cost was more important than speed. According to the North Carolina State
Ports Authority (NCSPA), it depends on the market that we are analyzing. Regionally, NCSPA
believes that the state of North Carolina is positioned well; however, the state is well behind the
curve in serving the upper mid-west. There are approximately 4000 loads per week coming
through North Carolina. Of those 4000 loads, there are 1000 loads moving through Wilmington,
and the remaining 3000 loads move through other ports such as Norfolk and Savannah. During
the off peak season the East Coast is being used for its ports because of cost. When peak
season hits, the ports on the West Coast are being utilized for their speed.

Currently the all rail route provides a two day advantage over the all water route. Loadmatch
Logistics say that speed may be offset due to the loading delay that often occurs. If the facility
has issues from an operating perspective, the efforts in quickly shipping the goods can be lost.
This would mean that cost becomes the leading deciding factor.

Competition for North Carolina Ports

Norfolk Southern sees opportunity for North Carolina ports when one examines the competition.
The Port of Charleston is having issues with space. This influences their ability to lay containers
down and maneuver throughout their facilities. Savannah is focused on container traffic.
Norfolk would like to grow their container business as well, at the expense of their bulk
business. AECOM commented that it appears the competition is with other ports and not
between Morehead City and Wilmington.
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CSX believes that some of the biggest competition is not with the ports or the railroads, but the
competition with the truckers. The three most important factors when thinking about service are
distance, load factor, and density. The distance from the Port of Wilmington to Charlotte is
roughly 200 miles. This is a standard truck route. A typical short haul for a railroad is between
300 and 400 miles. (CSX noted that the competitive distances for rail service have gotten
shorter in recent years.) A good argument for using a train in a shorter haul would be density,
and at the moment, the density does not exist for the Port of Wilmington.

Import/Exports

The import and export ratio for containers at Wilmington has changed over recent years.
Previously there had been 3 imports to every 1 export. Now, there are 5 import boxes to every
4 export boxes on the container side. A balanced ratio of imports and exports is an ideal
situation, but utilization of the equipment is the goal.

Wood Pellet Market

It is important to analyze the market at the commaodity level to examine port usage. Wood
pellets are a specific commodity that CSX believes has a potential for the local ports. North
Carolina Southeast says that they are seeing strong activity in the wood pellet sector. Typically
the industry needs rail and a port to ship to Europe. All the signs are pointing towards the Port
of Wilmington as the location that the Wood Pellet market wants to utilize.

Norfolk Southern agrees that the wood pellet business is growing rapidly. In fact, the pellet
market is encroaching on wood that the paper companies use, driving up the price of the wood.
NS believes that a port needs to be able to properly export the wood pellets. It is critical to
examine the location of the facility as well as the functionality to get the product moved out of
the country.

Types of Traffic
Containers, Bulk and Break Bulk

Both CSX and Norfolk Southern agree that the shipping lines want access to two railroads.
When a shipping line has the option for two railroads at a given port, it can offer a competitive
advantage to that port. Currently, NS is the only railroad in Morehead and CSX the only one in
Wilmington. Because shippers and shipping lines often have agreements with specific
railroads, the advantage of dual rail service may be more perception than reality. The railroads
agree that it would benefit both companies to have access into each port, even if only from a
perception standpoint. NCSPA recognized that this was an issue of concern when trying to
attract new vessel calls to Wilmington. According to NCSPA, the state of North Carolina has the
only ports on the entire East coast without dual rail service.

CSX says that the Ports may want dual service and that it can be a huge advantage, but origin
makes the difference and becomes the dominating factor. The Ports need to know if the market
is there, and if not, dual service is essentially splitting the market in half for each railroad.

Norfolk Southern believes that we should not analyze the market as one general entity. There
is a container market and there is also a breakbulk and bulk market. Each market operates
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under a different strategy. It was recommended that our analysis be completed separately for
each market. Shipping lines typically go all in with one rail carrier or another with respect to
container traffic. The choice of the rail carrier may change over a period of time, but the
shipping lines generally do not have agreements with both railroads for a particular port. Both
big box retailers and shipping lines may have agreements with railroads that may affect shipping
decisions.

Funding
Port Funding

CSX and Norfolk Southern will each spend about $2 billion on capital budget this year. Most of
what each railroad will spend is on maintaining the assets that they already have. NS believes
that if North Carolina can bring volume to Morehead City, the railroad will spend money to
support that business. NS will not invest to provide greater rail service to Morehead City if North
Carolina does not demonstrate a plan and commitment to create the volume.

As an example, Norfolk Southern saw Federal assistance for the Heartland Corridor and went
out and spent twice as much of their capital money to complete the project. CSX is doing
something very similar on the National Gateway. With intermodal projects, the public gains a
reduction in truck traffic on the highways. The return on investment is low for the railroads for
intermodal projects; therefore, these projects are often funded by public-private partnerships. If
North Carolina can commit, the railroads may have the money to make these ports significant.

Panama Canal and Larger Ships
Panama Canal

If this Wilmington discussion is to have any real relationship to the Panama Canal expansion, it
may be of more importance to focus on containers. Panama is primarily dealing with the
container market. Analyzing the Ports of Wilmington and Morehead City should be considered
carefully as they also have a role in breakbulk and bulk.

Port Usage / Dredging

What kind of port can Wilmington be? According to Norfolk Southern, it does not have to be all
things to all people. North Carolina State Ports’ biggest risk is that, without deeper waters, it is
tough to build and sustain a port that can do all of the things that you would like to do. The
decision to move forward as one type of port or another may not a business decision, but rather
a political decision. It depends on the Federal policies on dredging the ports to allow bigger
ships.

Containers
Box moving at ports
According to NCSPA, the Ports in North Carolina need to have access to both CSX and NS so

that they can attract the carriers. There are currently 4000 empty containers sitting in the yard
in Wilmington. There are empty containers that can be filled, but it's not always an option in for
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the ships leaving the Port of Wilmington. NS moves a lot of empties coming in quickly from the
Midwest.

An idea is to optimize the incoming and outgoing loads so that there are fewer empties. The
success of this idea depends on the specific products going out or coming back. The containers
may need to be cleaned or treated depending on the product that was in it previously.

North Carolina Ports Role

Other nearby ports such as Charleston and Savannah currently are well established with
reputation and service. Aberdeen Carolina & Western Rail Company cautions that it may be of
best interest not to modify anything at the NC ports. Investments will be very expensive, and it
may be difficult to establish a new reputation and service at a particular port. If the investments
are not able to succeed, it will be lost money and investment. North Carolina State Ports on the
contrary argues that Savannah had nothing 14 years ago and now it is one of the biggest and
most efficient ports on the East Coast. Savannah has 3 million square feet of distribution.
Savannah has cut deals with Home Depot and Wal-Mart, forcing the companies to come to
them.

Loadmatch Logistics believes that it's difficult to change the general mindset that Charleston
and Savannah are the only ports that make sense. Why do they need anyone other option?
ACWR believes it really comes down to capital money. You could try to create something, but
why invest $100 million not knowing if the NC ports will have deep water access. The Port of
Wilmington missed its window and now they are trying to play catch up.

TMX Shipping says that it is maxing out Wilmington’s load capacity with about 200-250
containers per week. The thing that hurts the port is one-way trucking. The truckers would
rather go to Charleston because they would like to have a pick up load at their destination so
that they can haul something back.

North Carolina’s Southeast believes that part of the reason Wilmington does not see the same
action is because traditionally the western part of North Carolina has seen more freight come
through their area, and this traffic is going to Charleston. Western North Carolina has had 4
lane highways in their area for a number of years. Few people are aware that Wilmington now
has a major US interstate going into the city. The way of doing the business with the ships and
trains can vary. Savannah loads and unloads at a point near the dock for both CSX and Norfolk
Southern, while Charleston does almost all of its business further off the dock.

Morehead City / Wilmington

North Carolina State Ports Authority believes at minimum for a sustainable port to do business,
they need one double stack, 100-car train per day in and out. Norfolk Southern believes that
Wilmington’s biggest advantage is getting ships in and out quickly. The Wilmington port allows
the ships to turn around quickly due to speed of unloading containers from the ships. However,
loading directly to rail is not worth it. Savannah used to have more rail infrastructure at the port
and over time they found it more important to use that rail space to store boxes. It is estimated
that the ports could use $50 million in capital investment.
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Bulk & Breakbulk
Agriculture/Grain

NS Agriculture believes that North Carolina ports are $50 million behind the market with respect
to investment. The ports and the State need to recognize North Carolina’s role in grain and the
role that shipping in from the west plays. North Carolina grows enough grain to feed the entire
state for three weeks a year. The rest of the grain is coming into North Carolina from the
Midwest. The agriculture farmers want the lowest price, and the structure in North Carolina is
not taking advantage of the demanding market. Prices in agriculture follow the market and are
not based upon a specific port.

Norfolk Southern did not see justification in building an intermodal facility in Morehead City.
There is not enough going on in the State of North Carolina, it has to come from the Midwest.
Morehead, however, does have shortest “steam” on east coast (4 miles to open ocean). You
can get ships in and out, but you need to increase the efficiency to move. The issue is that the
grain industry wants to see more space. Morehead City can only hold 75 cars at the moment.

In comparison, Chesapeake can hold 400 cars. NS economists have said stop spending money
on containers, the real growth in the United States is on exports of agriculture. The need for
grain in China and Africa is continuing to grow, and perhaps the North Carolina ports should
focus on the growth strategy for grain.

Farm land is in very high demand right now. If places like the Mississippi River become filled to
capacity, then the east coast ports will gain the overflow of the farm products that need to be
delivered to market. It is important to create a strategy for recognizing the agriculture demand
because it moves slowly and subtly. It may not seem demanding today, but tomorrow there
could be a huge market. On the contrary, the grain market is lasts for 6 months out of the year,
and this should be taken into consideration when deciding if grain is the industry that should be
pursued and should have bearing on the level of capital investment.

CSX sees the opportunity for local ports such as Morehead to pursue the grain market without
dredging the waters. Grain is not as heavy of a product and the ships may not need the depth.
If you have enough products, there could be huge ships needed for the grain. Unit trains of
grain from the Midwest to a future bulk grain terminal at Morehead City should be a potential
growth opportunity that is further explored.

Norfolk Southern thinks that it is not a sufficient idea to try and make Morehead City a container
port. TMX Shipping also believes that Morehead City would never let itself become a container
yard or let double stack trains come through. The only possibility would be to switch traffic to
the back side and bring in unit trains, but this could be a very expensive operation.

Infrastructure
Castle Hayne to Wallace

Although CSX and NS would like to have access into both Morehead City and Wilmington, the
idea of reconnecting the old Castle Haynes to Wallace line does not seem worth it to the parties.
It would be an expensive proposition. A 2004 study stated that the line would require $83
Million to reactivate it. They believe that it would not help them greatly and there was a reason it
shut down before. Also, there is not a lot of room in that area to pass trains. CSX believes that
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an improved Pembroke connection is a better option. NS says that short shuttles do not make
sense, especially from North to South. Railroads typically look for longer distance hauls to
avoid the competition of the short hauls that can be made by truckers. Since the ports are on
the coastal regions, the railroads also like to ship from East to West, bringing the product inland.

Additional Comments
Military shipments

The general consensus was that Military shipments could be a big market; however there is
never enough consistency. It may not be worth putting a lot more money into just to have for
certain peak scenarios. In order to make this opportunity plausible, NC ports would have to
handle shipments for other inland military facilities in other states.

Commodity Opportunities / Rail Infrastructure

NS believes that North Carolina needs to recognize that there are markets out there in wood
pellets, grain, and other agriculture. They need to see the population growth of the state in the
next 20 years and realize that the ports can be a huge benefit to them. The railroads are not
going to spend the money if the State does not spend money as well.

Passenger trains are getting a lot or recognition right now, but government needs to realize that
jobs are more important, and freight is big business. The freight industry needs to capture more
of the funding.

Dual Service Revisited

North Carolina State Ports Authority believes that there needs to be a defined advantage to give
CSX and NS access into Morehead City and Wilmington to allow both ports to be dual served.
NS stated that they would be willing to discuss this further. In order to provide NS access to
Wilmington, CSXT would haul the block cars out of the port and would separate it in Charlotte to
hand off to NS. A similar scenario would have to be explored in order to provide CSXT access
to Morehead City. To give up track to a competitor you need to make sure you can guarantee
business.

Workshop Actions

The Workshop participants believe that these discussions are of great significance. They would
like to see the dialogue continue past the extent of this study. This ongoing coordination will
keep the ideas progressing and maintain focus on priorities in North Carolina.

The above summary are the author understands of the meeting’s proceedings. If you have any
guestions or additions to these minutes, please either call or email Roger Heebner at (215) 789-
2089 or roger.heebner@aecom.com with additions or corrections.

Attachments: Kick-off Meeting Presentation Slides

Meeting Sign-in Sheet
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North Carolina Maritime Strategy

How can North Carolina position itself as a portal to the Global Economy?
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Agenda

= WWelcome

= Introductions

= Preview of the Meeting

= QOverview of Maritime Strategy

= Review of the Discussion Topics

= Exchange of Information & Discussion
= |dentification of Missing Input

= Action Items

= Summary
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Project Team

= AECOM
— Project management & Deputy PM

— Economic and market analysis

— Alternatives definition and evaluation

= URS

— Deputy PM

— GIS

— Alternatives definition and evaluation
= EYDO

— Public outreach
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Client

= NCDOT

— Roberto Canales, PE — NCDOT (Staff Lead / MSET Liaison)
— Virginia Mabry — NCDOT (Project Manager)

= Maritime Study Executive Team

Walter Dalton — Lt. Governor (Chair)
Al Delia — Governor’s Policy Advisor (Vice Chair)
Keith Crisco — Secretary Department of Commerce

Dee Freeman — Secretary Department of Environment and Natural Resources

Gene Conti — Secretary of Transportation
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Project Description

» The State of North Carolina has initiated the development of the North
Carolina Maritime Strategy to serve as an open evaluation of North
Carolina’s position, opportunities and challenges as a portal for global
maritime commerce.

* The study will examine the role that North Carolina ports play in sustaining
and strengthening the State’s economy, and identify specific strategies to
optimize benefits received from the State’s investments in port and
associated transportation infrastructure.

* The North Carolina Maritime Strategy is being prepared as the expansion
of the Panama Canal nears its scheduled 2014 completion, and the United
States recognizes the increasing importance of exports to national and
regional economic growth.
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Project Tasks

\%

Task 2. Stakeholder Coordination

Task 3. Task 4.
Review & Data
Incorporate Collection & l

Prior Studies Analysis

Task 5. GIS Database

IES 8
Alternatives Definition

Task 9. Task 10.
Alternatives — Final
Evaluation

Report
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Project Outcomes

v" Decision tool and process for evaluating port and related
multi-modal investments

v" Basis for long- and short-term investment strategy for more
efficient, effective and safe movement of waterborne cargo in
and out of the State of North Carolina

v" ldentification of priority projects
v" Support for long-range planning

v" Address institutional issues to approach maritime
transportation issues in a more seamless manner than prior
efforts
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Task 1. Project Management

= AECOM PM with DPMs from each of AECOM and URS

= Joint review/input from AECOM and URS of study analysis and products to
assure best expertise of the nation’s leading engineering companies
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Task 2. Stakeholder Coordination

Three-tiered process includes:
= Advisory Council
= |Industry Outreach

= Public Involvement
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Maritime Advisory Councill

= Public and private sector representatives to serve as a fully- engaged,
hands-on advisory body

= Vast and varied knowledge — members named by MSET represent public
and private interests:

- Importers/exporters
- Transportation providers: Trucking, railroads, shipping lines
- Mineral and agricultural producers

- Military

- Manufacturers

- Logistics providers
- Policy makers

- Academia

- Professional services

10
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Industry Outreach

= Industry stakeholders integrated into strategy development
= Focused one-on-one interviews

= Group discussions aimed at sets of stakeholders with common interests

Focused meetings Industry workshops
- NoPort Southport / Save the Cape - Trucking and railroads
- US Army Corps of Engineers - Shippers

- NC Dept of Coastal Resources - Agriculture

- Progress Energy / NRC - Military

- NC Tourism - Non-Ag manufacturing
- YesPort - Special zones

- Chambers of Commerce - Shipping lines

URS u
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Public Involvement

= Early in the Study Process
- Preliminary market results and market opportunities
- Positive outcomes
- Coordinate with efforts of Logistics Task Force to target 7 Portals
= Middle of Study Process
- Outline preliminary infrastructure alternatives and site options
- Conduct meetings at about 5 locations
= Late in Study Process
- OQutline alternatives screening process
- Describe most desirable market/infrastructure option(s)
- Benefits/Costs

12
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Other Public Information Strategies

= Communications through project website

Toll-free telephone line

Social media

Handouts, marketing pamphlets, brochures

TV broadcasts, festivals, events

13
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Task 3. Review & Incorporate Prior Studies

= Use of data and extensive analysis already performed to the extent
practicable

= Review and verification of market data

— Current freight patterns, international and domestic trends in waterborne
cargo, competitive landscape

= Review and analysis of infrastructure data
— Transportation nodes and networks across modes

14
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Task 4. Data Collection & Analysis

= Market Analysis
— Freight patterns
— Trends in global and regional waterborne freight
— Competitive landscape
— Anticipated changes to competitive position
= |nfrastructure (Existing and Planned) — capacity, volumes & constraints
— Ports & waterways
— Highway corridors and connectors
— Railroad network

— Intermodal nodes and facilities

A=COM s




MARITIME Strategy

Task 5. Create GIS GeoDatabase

= |dentify and define primary transportation networks, nodes, and facilities
= Statewide vs. site- or connection-specific

= Primary highway and rail networks

= Shipping nodes and facilities

= Existing and planned improvements

= Environmental features

= Demographic data

16
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Task 6. Market Scenarios

North Carolina positioning options based on forecasted trends in
commaodity flows

Potential economic opportunities for North Carolina and growth potential
for state industries

Economic conditions and policies that could influence ability to maximize
economic benefits of market opportunities

What happens if you do nothing?

17




MARITIME Strategy

Task 7. Alternatives Definition

= Definition of statewide infrastructure needs based on port volumes and
types defined in each market scenario:

— Terminals, site development, and access
— Railroad network and connections

— Roadway network and connections

— Channel and wharf improvements

18
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Task 8. Evaluation Criteria and Approach

= Objective approach to measure relative benefits, effectiveness, and
costs associated with various market alternatives and associated
Infrastructure investment

= Example evaluation criteria:
— Job creation
— Economic benefits to the State
— Public benefits to the State
— Travel time (for time-sensitive goods)
— Rail and road connectivity
— Right of way impacts
— Consistency with transportation plans
— Environmental impacts

19
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Task 9. Alternatives Evaluation

= Environmental screening

= Cost analysis

— Wharf and terminal developments, roadway and railroad improvements, right
of way, dredging, mitigation, operations

= Benefit analysis
— In comparison to no-build scenario
— Direct transportation/shipper and operational benefits (cost and time savings)
— Economic benefits (employment growth, industrial diversity)
— Community benefits (transportation network reliability)
= Financing and funding options
= Asset management and stewardship

20
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Summary schedule and milestones

North Carolina Evaluation /
Economic Context Decision
& Trade Flows Matrix
Project Kick-Off
May 2011

Data Market Alternatives Alternatives
Analysis Scenarios Definition Evaluation

Recommendations
December 2011
Final Report
Statewide February 2012

Infrastructure Needs
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Thank you!

« Should you have any additional questions or comments, please contact
Roger.Heebner@aecom.com

» or visit the Maritime Strategy website at http://www.ncmaritimestudy.com/
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