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Executive Summary

The Port of Benton owns the rail line that serves the Horn Rapids Industrial Park within
Richland, Washington. With the recent acquisition of 1,641 acres of additional industrial land
from the Department of Energy (DOE), this area is poised to grow to nearly 2,500 acres of
available industrial property in the UGA. BST Associates was retained by the Port of Benton to
analyze the potential to develop additional rail cargo along thisline. The analysis focuses on two
primary rail markets — domestic transportation and international trade. In addition, BST
Associates was tasked with determining the economic value to the Richland area from further
development of industrial sitesthat rely onrail.

Transportation Modes

Mogt of the domestic and international freight moved to or from the Tri-Cities area moves
by truck. However, shippersin the Tri-Cities have indicated an interest inincreasing rail freight.

The trucking industry is facing several challenges that will likely tighten the supply of
drivers, and increase costs for local exporters. These challenges include new hours of service
rules and mandated electronic logs. These will make it harder for a driver to complete a round
trip to and from Seattle/Tacoma in a single work day. An overarching long-term concern isthe
growing shortage of drivers. The American Trucking Association (ATA) estimated a national
shortage of 48,000 driversin 2015, with projections that the shortage could increase to 175,000
by 2025. This shortage of driversis exacerbated during harvest season, when the demand for

trucking peaks.

The number of import containers shipped by rail from Washington state has fallen in recent
years due to several factors, including loss of import cargo to British Columbia, and an increase
in trand oading from import containers to domestic containers. Terminating intermodal volumes
aso declined, due partially to the impact of the recesson. Terminating traffic was also
negatively impacted by shipping lines choosing to re-route empty containers through other port
regions, such as Southern California and British Columbia. The Burlington Northern Santa Fe
Railway (BNSF) currently handles approximately two-thirds of Washington intermodal traffic
and the Union Pacific Railroad (UP) handles one-third.

In the Tri-Cities, originating carload traffic has declined in recent years while terminating
traffic has increased. The decline in originating traffic was due largely to a drop in forest
products traffic, but was exacerbated by falling wheat volumes. Terminating traffic is mainly
related to agricultural production and processing, led by animal feed and fertilizer. The new
Central Washington Corn Processors within the City of Richland at the Horn Rapids Industrial
Park islikely to increaserail receipts. Other commodity groups have seen stable volumes of rail
receiptsin the area, including cement, chemicals, paper, plastic and petroleum products.

There appear to be good opportunities to shift cargo from truck to rail, for intermodal rail
service aswell asfor bulk cargoes.

Market Opportunities

The Horn Rapids Industrial Park already generates a substantial volume of domestic rail
cargo, and is positioned to generate more. Exigting rail cargoes include outbound shipments of
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frozen potatoes (for domestic and overseas markets) and inbound receipts of feed grain, among
other shipments and receipts. The Horn Rapids area is designated for industrial development,
and offers the largest parcels currently available in the Tri-Cities. According to the Tri-City
Development Council, approximately 30% of firms looking to locate in the Tri-Cities want rail
access. The Port of Benton rail line offers direct service by two Class | railroads, aswell aslocal
service from the Port’ s shortline rail operator. With thisrail access shippers can reach customers
throughout North America. Manufacturers, food processors, and other land-intensive users can
find the land and the rail service they need at Horn Rapids. Rail-related development is expected
to generate land salesand/or leases of 74 to 354 acres at the Horn Rapids Industrial Park over the
next 20 years.

For international trade, thereis currently a substantial volume of containerized cargo moving
between the Tri-Cities area and ports on Puget Sound. Most of this cargo consists of agricultural
products grown and processed in the area, such as hay, frozen potatoes, and other products.
Nearly al of these containers are now trucked through the Tri-Cities area to Puget Sound for
export, while empty containers are trucked back to the Tri-Cities. Diverting the containers that
are moving by truck represents a potential market for rail trangportation.

Exporters face a number of existing and expected constraints that will negatively impact
trucking. Theseinclude: road congestion in the Puget Sound region, driver shortages, limits on
hours of service, and eectronic logbooks, among other constraints. Given these constraints, it
may be possible for a container shuttle service to operate between the Tri-Cities and the Puget

Sound Ports.

In order to be successful, this container service will require adequate volume, cons stent
service, competitive pricing, and a long-term commitment from one or more railroads. The
Stampede Pass rail line cannot currently accommodate double-stack container trains, so this
traffic would need to be routed through the Columbia River Gorge or via Stevens Pass, which
means containers on rail would move approximately twice as far as they now do by truck. We
recommend several stepsto further understand the potential for intermodal rail service:

e Begin discussions with the BNSF and UP to gauge their leve of interest,

e Work with the Northwest Seaport Alliance to clarify potential cargo volumes,

o Work with potential users (shippers) to determine service requirements, and

e Develop aservice cost analysis that comparesroad vs. rail container drayage.

Economic Contribution from Rail Industrial Development

The value of the Port of Benton railroad can be measured in a number of ways. At its most
basic, it could be measured as the value of the land and the track structures. A recent appraisal
concluded that the total value of the railroad is $25,600,000, including $10,890,000 for the land
and $14,725,000 for the track structure

However, this method doesn’t take into account the value that the railroad provides to
shippers, as measured in transportation cost savings. It also doesn't include benefits that accrue
to other stakeholders, such as the taxes generated, the jobs supported, or the environmental
benefits of shifting cargo from truck torail. BST Associates estimated the value that rail service
on the Port of Bentonrail line provides, as summarized in Table ES-1. Despite the fact that these
results are based on conservative assumptions, it is clear that the value the railroad provides to
the community is much greater than the appraised value of the property and tracks.

Based on average values, the different types of benefits include:
o Property salesto rail-oriented shippers - $6.77 million (low) to $11.94 million (high),
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¢ Value of improvements (buildings, etc.) - $45.05 million (low) to $162.90 million,
e Salestax on congtruction (no exemptions) - $3.87 million (low) to $14.01 million (high),
o Property taxesto:
o City of Richland - $2.02 million (low) to $4.5 million (high),
o Port of Benton - $0.31 million (low) to $0.69 million (high),
0 Other - $6.60 million (low) to $14.72 million (high), and
e Environmental benefits of $49.7 million (low) to $112.2 million (high).
e Summary total - $105.2 million (low, which is4.1 times the apprai sed value of the
railroad) to $304.6 million (high, which is 11.9 times the appraised value of the railroad).

Table ES-1 - Summary of Benefits from Rail-Related Development ($millions of 2016%$)

7.0% 3.0%
Discount  Discount
Line | Category Sum of Lines Rate Rate Undisc.
Rail-related Industrial Development
Value of land sales $6.77 $9.15 $11.94
2 Value of construction $45.05 $92.85 $162.90
3 Total land and construction Lines 1+2 $51.81 $101.99 $174.84
Sales and Property Taxes
Sales tax on construction
4 Assumes no exemption $3.87 $7.99 $14.01
5 Assumes half is exempt $1.94 $4.00 $7.01
6 Property tax — City of Richland $2.02 $3.12 $4.50
7 Property tax — Port of Benton $0.31 $0.48 $0.69
8 Property tax - Other $6.60 $10.22 $14.72
9 Property tax — Total Lines 6+7+8 $8.93 $13.82 $19.89
10 Total taxes w/o exemption Lines 4+9 $12.80 $21.80 $33.89
11 Total taxes w/ exemption Lines 5+9 $10.87 $17.81 $26.89
Environmental Benefits
12 Highway maintenance cost savings using rail vs truck $3.80 $5.90 $8.50
13 Reduced severity of accidents due to VMT reduction $3.30 $5.10 $7.40
14 Savings in operational cost of switching to rail $33.90 $52.80 $76.50
15 GHG reduced (CO2 only) $1.50 $2.40 $3.50
16 Total Environment Benefits Lines 12-15 $42.50 $66.10 $95.90
Grand Total
17 w/o exemption Lines 3+10+16 $107.11 $18990  $304.63
18 with exemption Lines 3+11+16 $105.18 $185.91  $297.63

Source: BST Associates

BST Associates estimated that rail-related development is expected to generate between 370
and 1,771 jobs, with annual payroll ranging from $14.3 million to $100.4 million. Based on
wage data from the U.S. Bureau of Labor Statistics and the Washington Employment Security
Department, the average annual wage for these jobs may range between $38,800 and $56,700.
In comparison, the average annual wage in the region (for non-government jobs not directly
related to Hanford or the PNNL) is $36,220.
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Introduction

Purpose

The Port of Benton owns the rail line that serves the Horn Rapids Industrial Park in
Richland, Washington. With the recent acquisition of 1,641 acres of additional industrial land
from the United States Department of Energy (DOE), thisarea is poised to grow to nearly 2,500
acres of available indugtrial property in the UGA. BST Associates was retained by the Port of
Benton to analyze the value that the rail line may provide in helping to support industrial
development.

BST Associates analyzed two primary rail markets — domestic transportation and
international trade. The Port rail line already handles a substantial volume of domestic cargo,
and is positioned to attract more.

The line does not currently handle international cargo, but the Tri-Cities region does
produce a high volume of containerized cargo. Of special interest to the Port of Benton and
others is the potential to create a load center for shipping containerized cargo by rail between
north Richland and the ports of Seattle and Tacoma.

BST Associates estimated the value of the railroad in a number of ways, including: taxes
generated by industrial users (including property tax and sales tax), jobs and wages associated
with the development, and environmental benefits from diverting cargo from truck to rail.

Description of ey Transportation and Industrial Assets

Rail service in the Tri-Cities area is provided by two Class | carriers and several shortline
railroads.

One of the Class | carriersis the Burlington Northern Santa Fe Railway (BNSF), which has
three major corridors that traverse the region. These lines all converge at the Pasco Yard, a
major classification and sort yard. The Portland-Pasco Main Line runs along the Washington
sde of the Columba River from Vancouver to the Tri-Cities. Thisisthe main corridor for BNSF
unit trains of bulk cargoes, such as grain, oil, and coal. It also handles manifest trains, some
intermodal trains, and one passenger train.

The Auburn-Pasco Main Line runs from Auburn over Stampede Pass to Ellensburg, and
then follows the Yakima Valley to Pasco. Tunnes on the line do not have the clearance for
double-stack container trains. Because of the tunnel clearance issue, double-stack trains must
travel through the Columbia River Gorge and then up the I-5 corridor, arail trip that is roughly
twice as long as the truck route from Richland to Seattle/Tacoma. The line is mainly used for
moving empty bulk unit trains eastward.

The Pasco-Spokane Main Line connects the Columbia Gorge route to the BNSF Great
Northern Corridor, the BNSF northern route to the Midwest. Freight traffic consists of
intermodal, forest and agricultural products, coal, chemicalsand finished automobiles.
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Figure1l—Tri-Cities Area Rail Networ k
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The other Class | railroad is the Union Pacific Railroad (UP). The UP has a mgjor yard in
Hermiston, Oregon, where several mainline segments converge. The Ayer Subdivison runs
between Hermiston, Oregon and Spokane. East of Spokane this line runs north through Idaho to
the Canadian border, where it interchanges traffic with Canadian railroads. Freight traffic is
forest products, agricultural products, potash, petroleum, and chemicals.

The UP Hermiston-Portland line follows the Oregon side of the Columbia River to Portland.
Thisline carriesintermodal traffic, grain, potash, petroleum, and other products. Traffic moving
westward on the UP from the Tri-Cities mugt first move southeast to Hermiston, and then along
the Hermiston-Portland line.

The UP has a 19-mile branch line that runs from Wallulato Kennewick. This line connects
to the Port of Bentonrail line at Richland Junction (in Kennewick).

The Port of Benton rail line runs between Richland Junction and Horn Rapids Road in north
Richland, then continues north on the DOE track to the Hanford Nuclear Reservation. Theline
was originaly built to serve the Hanford nuclear reservation and was owned by the DOE, which
transferred the line to the Port of Benton in 1998. This line is leased to the Tri-City Railroad
(TCRY), which operates and maintainsit. Including the Richland Yard, the Port owns 16 miles
of track from the end of the DOE rail line at Horn Rapids Road in Richland to the Richland
Junction by Center Parkway in Kennewick (see Figure 1). This includes 10 miles of mainline
and 6 miles of track inthe Richland Yard.

The BNSF and UP are both able to interchange traffic with the TCRY at Richland Junction.
In addition, as part of the federal land transfer from DOE, both the BNSF and UP have the option
of directly providing service over the Port of Benton line. Few other sitesin Eastern Washington
offer shippers accessto both Class | railroads.
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Figure 2 — Port of Benton Rail Line
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Horn Rapids Industrial Park

The Horn Rapids Industrial Park is approximately 2,466 acres of land that was originally
part of the Hanford reservation. The City of Richland and Port of Benton now control the
property, which has been envisioned as an employment center for the community. A portion of
the property has been developed, and is home to a variety of industrial uses. Magter planning is
also underway for the additional 1,641 acresrecently transferred from DOE.

Authorized uses for the new land, per the transfer agreement with DOE, include:

1. Warehousing and distribution (e.g., manufactured parts and material s distribution, food
and agriculture; refrigerated warehousing and storage; material handling, packaging and
crating; and logistics);

2. Research and development (e.g., scientific research; software; data security; computation;
energy technology; environmental; and biotechnol ogy);

3. Technology manufacturing (e.g., defense manufacturing; sensor manufacturing; medical
device manufacturing; food processing; machinery manufacturing; advanced materials
manufacturing; and carbon fiber manufacturing);

4. Food processing and agriculture (e.g., wine processi ng; food processing; agricultural
products; and craft beer production);

5. Back office (e.g., call centers; administrative processing; data processing; information
technol ogy; remote sensing; professional services, and training); and

6. Energy (e.g., solar energy production; smart grid; and biofuels manufacturing).

Of these authorized uses, the mogt likely to use rail transportation are warehousing,
digtribution, food processing, and agriculture. Technology manufacturing and energy system
manufacture/assembly may also represent a potential market for rail transportation.
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Study Methodology
BST Associates completed the following stepsin creating this analysis:

Developed an assessment of transportation i ssues that impact shippers
Analyzed how shippers select transportation modes

Described important transportation trendsin Washington State and in Benton-Franklin
counties, with afocus on industriesthat utilizerail transportation

Assessed the factors driving the economy of the Tri-Citiesarea
Summarized expected employment growth by sector
Estimated potential industrial development related to firms that ship by rail

Discussed the potential to develop an inland port, which could be devel oped in concert
with the Northwest Seaport Alliance

BST Associates also interviewed current customers of the Port of Benton, in addition to
several other stakeholdersand potential customers, including:

Lamb-Weston

Henningsen Cold Storage

Perma-Fix Environmental Services
Preferred Freezer Services

DelHur Industries

Central Washington Corn Processors
Zen-Noh Hay

City of Richland

Tri-City Devel opment Council
Northwest Seaport Alliance

BST Associates also contacted the Tri-City Railroad, but was not able to schedule an
interview.

All of the exigting rail shippers that were interviewed plan to continue shipping via the
Port'srail line. Several also expressed interest in additional rail services, such as a container
shuttle service between Richland and Seattle/Tacoma
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Transportation Factors and Trends

This section provides a description of factors impacting shipper’s selection of transport
mode as well as a detailed assessment of transportation trends and opportunities for rail-related
industrial development in Richland.

Transport Mode Decisions
In general, rail transportation provides lower-cost transportation for |ong-di stance shipments
and for bulk goods. Bulk unit trains of commaodities such as coal or grain represent the lower-
price end of rail service. Carload service (boxcars, gondolas, tank cars, etc.) falls between the
dow bulk unit trains and the faster intermodal services in terms of price and service levels.
Premium rail and intermodal service targetsinternational containers and domestic containers and
trailers, competes directly with trucking. In most recent years, intermodal service has been the
fastest-growing segment of rail service.
Shippers select the appropriate mode of transportation based upon several criteria:
e Modal Characterigtics: factorsinclude capacity, trip time, reliability, equipment
availability and customer service and handling quality
¢ Commodity Characterigtics: factorsinclude shipment size, package characterigtics,
shipment shelf life, shipment value and shipment density
e Shipper and Receiver Characteristics: main factor is accessto modes
e LogigicsCogs factorsinclude: order and handling costs, transportation charges, capital
carrying cogt in transit, intangible service costs, inventory costs, loss and damage costs
and service reiability costs
e Additional Factorsinclude: length of haul, shipment frequency and environmental
sustai nability
Most of the products shipped from or received at the Richland area are currently transported
by truck. There are good opportunities to shift cargo from trucking to rail service, particularly
for intermodal rail service but also for a shift from bulk cargoes from trucking and water service
torail service.?

* Source: Freight Transportation Modal Shares: Scenarios for a Low-Carbon Future, A Study Sponsored by
U.S. Department of Energy Office of Energy Efficiency and Renewable Energy, March 2013, Prepared by
Cambridge Systemétics

2 |bid
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Figure 3 — Freight Modal Shift Potential
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Issues Affecting Barge Service

For many years, containers were shipped by barge from the Port of Pasco to the Port of
Portland for export. At its peak in 2002, this service moved 8,600 TEU. However, service
issues in Portland (among other factors) led to a sharp drop in volumes. Volumes dropped to
approximately 6,100 TEU in both 2003 and 2004, less than 1,000 TEU in 2006 and 2007, and in
2009 just 80 TEU moved through the Port of Pasco.

Pasco was not alone in losing barge container volumes. As shown in Figure 4, total barge
volume on the Columbia/Snake River system dropped from 51,500 TEU in 2000 to 7,000 TEU
in 2011. Volumes recovered dightly in 2012 and 2013, but when Portland lost its two largest
container carriers in 2015, container barge service essentially ended. The Port of Lewiston and
Port of Boardman have been working to revive the barge service, but without container shipping
via Portland the long-term future of container barging is uncertain.

Figure 4 — Columbia/Snake River Barge Container Volume
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Source: Port of Portland

Tri-Cities area shippers of containerized cargo now have the option of trucking to and from
Seattle and Tacoma, or trucking to the Northwest Container Service facility at Boardman,
Oregon, for loading onto trains bound for Seattle and Tacoma.

The regional agricultural industry provided the customer base for container barge service.
Between 1997 and 2010, hay shippers were the largest volume shippers, with average volumes of
10,500 TEUS per year (approximately 5,250 containers), followed by potato products and paper
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products at 15% apiece. Other barge shippers included producers of pulses, animal feed, wood
pulp, onions, waste paper and wheat. (See Table1).

Table 1 — Average Barge Container Volumes
by Commodity (1997-2010) at upriver ports

Commodity Peak TEU Percent
Hay 10,500 38%
Potatoes, Frozen 4,100 15%
Paper 4,100 15%
Pulses 2,900 10%
Animal Feed 1,600 6%
Other 1,500 5%
Wood Pulp 1,200 4%
Onions 600 2%
Waste Paper 500 2%
Wheat 500 2%

Source: Port of Portland

Issues Affecting Trucking

The trucking industry is facing several changes that will likely tighten the supply of drivers
and increase costs over time. These changes will impact both intermodal drayage and long-haul
operators. For shippersin the Tri-Cities these changes will make it even harder than it isnow for
adriver to complete around trip to and from Seattle/Tacomain a single work day.

The biggest concern for the trucking industry is the federal eectronic logging mandate
(ELD) which will require truckers to utilize eectronic logs (as opposed to paper logs) to
document driver hours. The law, which is scheduled to take effect at the end of 2017, could
reduce driver productivity. Werner, a major carrier with more than 7,000 trucks, measured
productivity losses at 3% to 5% after initiating ELD. Smaller operators may be impacted even
more, with some estimating as much asa 15% drop in productivity.

Hours of service regulations are the second major industry concern. These regulations limit
the number of hours a truck driver may spend behind the wheel per day and per week, which
may reducetruck drivers earningsand impact overall supply chain efficiency.

An overarching long-term concern is the growing shortage of drivers. The American
Trucking Association (ATA) estimated a national shortage of 48,000 drivers in 2015, with
projections that the shortage could increase to 175,000 by 2025.

Replacing older trucks used in container drayage is likely to increase trucking costs. The
Port of Seattle, Port of Tacoma, and Port Metro Vancouver are continuing their collaborative
efforts on the Northwest Ports Clean Air Strategy to reduce emissions from shipping and port
operations in the Georgia Basin—Puget Sound airshed. As part of this effort, beginning in 2018
al trucks serving the port terminals will be required to meet or surpass U.S. EPA emission
standards or equivalent for model year 2007.

Seasonality also impacts the availability of trucks. Because the harvest season overlaps for
the most important local crops (i.e. hay, potatoes, grapes, etc.), trucks and drivers are in short
supply during harvest season. This impacts the agriculture industry all along the supply chain,
from growerstrying to move their harvest from farm to warehouse, to processors trying to move
the finished product to market.
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Changes in the container shipping industry will also impact drayage trucking. The
deployment of ultra large container ships is forcing ports (including the Northwest Seaport
Alliance) to plan for larger, more efficient terminals. These terminals are expected to
accommodate a substantial increaseinrail traffic. Asan example, planning for redevelopment of
Terminal 5 in Seattle assumes that 60% of the cargo will be transferred to/from rail on-dock,
with an additional 20% drayed to off-dock facilities and 20% trucked to or from local or regional
locations.

The use of rail is required to obtain the efficiencies of scale required to support the higher
cargo volumes expected at NWSA container terminals. It is aso driven by congestion and
efforts to reduce truck emissions in Puget Sound, which impacts both the trucking industry and
port operations. The combination of these factors supports the concept of development of an
inland port to servicethe NWSA container terminals.

Rail Traffic Trends

The following section describes the type of railroad traffic originating or terminating in
Washington State. The purpose of this analyss is to describe the trends in rail traffic and to
identify industries that may benefit from rail serviceat Horn Rapids.

Originating Carload Traffic

Rail carload traffic includes most types of rail cars (boxcars, gondolas, center beam and
other cars) but does not include intermodal traffic (includes containers and trailers), as
documented by annual reportsthe Class| railroads file with the State of Washington.

Carload traffic originating in Washington peaked in 2004 at more than 354,000 carloads,
and then dropped each year until the height of the recesson in 2009, when it bottomed out at
246,000 carloads (i.e. 30% below the peak). Following that low point originating carloads grew
each year through 2014, reaching a peak of 342,000 carloads, but dropped to 319,000 carloadsin
2015.

The BNSF is the larger of the two Class | railroad operating in Washington. The BNSF
owns approximately 1,500 miles of track in Washington, compared to approximately 280 miles
for the UP. In addition to owned track, both railroads have operating rights over somerail lines
owned by other entities. BNSF operate on approximately 1,600 miles of track, and UP operates
on approximately 560 miles of track.

Both railroads have operations in the Tri Cities. The UP owns a line running from Spokane
to Wallula and into Oregon, with a branch that runs from Wallula to Kennewick. For the BNSF,
a major yard is located at Pasco. Three BNSF mainline segments meet at or near this yard,
including a line to Spokane, one to Portland and Vancouver via the Columbia River Gorge, and
one to Seattle/Tacoma via Stampede Pass. Both of the railroads have the ability to serve the
Horn Rapids area directly, or by interchanging traffic with the Tri-City Railroad. Tunnelson the
Stampede Pass line do not currently have clearance for double-stack container trains, so thistype
of traffic movesviathe Columbia River Gorge (on BNSF or UP) or Stevens pass (on BNSF).

On average, between 2001 and 2015, BNSF accounted for two-thirds of carloads originating
on Class | railroadsin Washington and UP accounted for one-third. However, during the period
from 2001 to 2015, the BNSF share of the carload market fell by 10% from 72% in 2001 to 62%
in 2015; UP market share grew from 28% in 2001 to 38% in 2015. (See Figure5).
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Figure 5 — Rail Traffic Carloads Originating in Washington
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Originating traffic was dominated by waste and scrap materials (includes municipal waste as
well as scrap sted and like products). Lumber and wood products was the second largest
commodity group, experiencing a significant drop from 55,000 carloads to 33,000 carloads
between 2001 and 2015. Transportation equipment (includes imported autos moving through
Pacific Northwest ports) was the third largest component of originating traffic and experienced
annualized growth of 0.9% between 2001 and 2015. Originating carloads of food and kindred
products was the fourth largest commaodity group in 2015, experiencing a decline of more than
6,000 carloads between 2001 and 2015. The pulp, paper and allied products group experienced a
decline of approximately 10,000 carloads. (See Table 2).

Table 2 —Rail Traffic Carloads Originating in Washington by Commodity

CAGR

Originating Carloads 2001 2015 2001-15
Waste and scrap materials 99,767 120,215 1.3%
Lumber & wood products 55,470 33,428 -3.6%
Transportation equipment 24,200 27,620 0.9%
Food and kindred products 24,667 18,250 -2.1%
Pulp, paper and allied products 27,468 17,391 -3.2%
Other 82,890 88,170 0.4%
Total carloads 314,462 305,074 -0.2%

Source: Railroad annual state reports

Terminating Carload Traffic

From 2001 through 2010, terminating rail traffic volumes ranged from approximately
410,000 carloads to 470,000, except in 2007 and 2008. In those years terminating carload totals
jumped to 515,000 and 551,000, respectively. Terminating traffic dropped sharply in 2009, at
the height of the recession, and then recovered slowly. In 2014 and 2015, however, terminating
traffic jumped dramatically, due primarily to crude oil traffic.

On average, between 2001 and 2015, BNSF accounted for three-quarters of carloads
terminating on Class | railroads in Washington and UP accounted for one-quarter. However,
BNSF's share of terminating carload traffic fell slightly from 81% in 2001 to 78% in 2015; UP
gained market share from 19% in 2001 to 22% in 2015. (See Figure 6).
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Figure 6 — Rail Traffic Carloads Terminating in Washington
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Farm products (dominated by wheat, corn and soybeans) is the largest component of
terminating carload traffic, and is primarily bound for export. Crude petroleum moving by rail
did not exist in 2001, but had the second-highest volume in 2015; most crude oil was destined for
Washington State refineries. Food and kindred products (processed vegetables and fruits) was
the third largest commodity group and grew at 2.2% per year, bound for both domestic and
international markets. The fourth and fifth commodities were chemicals and allied products
(includes bulk chemicals and fertilizers) and transportation equipment (autos and trucks et al).
(See Table3).

Table 3—Rail Traffic Carloads Originating in Washington by Commodity

CAGR
Originating Carloads 2001 2015 2001-15
Farm products 157,488 275,844 4.1%
Crude petroleum - 80,575 NM
Food and kindred products 39,564 53,313 2.2%
Chemicals and allied products 25,588 43,526 3.9%
Transportation equipment 25,693 35,012 2.2%
Other 204,383 143,891 -2.5%
Total carloads 452,716 632,161 2.4%

Source: Railroad annual state reports

Intermodal Traffic

Originating Intermodal Traffic

Originating intermodal traffic includes containerized cargo imported via Pacific Northwest
ports and headed eastbound to degtinations, as well as domestic cargo moving on rail in
containers and trailers to domestic markets. Most of the intermodal units originating in
Washington State are full containers.

During the period from 2001 to 2015, two major shifts occurred; one related to international
trade and one to container size. First, volumes of import containers surged dramatically through
the NWSA ports, peaking in 2005 due to capacity constraints in Southern California that caused
shippers and carriers to find aternative gateways. However, subsequent operational
improvements in Southern California caused intermodal volumes to readjust away from NWSA

ports.
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At the same time, container ports in British Columbia began to take market share from
Pacific Northwest ports, for imported containers bound for U.S. degtinations in the Midwest and
other U.S. regions. 1n 2005, B.C. ports had an 8% market share of imports in ocean containers
moving through the Pacific Northwest (Washington, Oregon and British Columbia) bound for
inland U.S. markets; by 2015, B.C. port market share had increased to 55%.

In addition, shippers began to utilize larger containers in North America (53-foot domestic
containers) which have the capacity to accommodate the volume of 1.7 40-foot ocean containers.
Because of this shift, a smaller number of intermodal containers are able to carry the same
volume of cargo.

The effect of these two trends caused intermodal volumes to decline from the 2005 peak.
BNSF and UP accounted for 69% and 31%, respectively, of the market share originating
intermodal traffic. (See Figure7).

Figure 7 — Rail Intermodal Units Originating in Washington
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Terminating Intermodal Traffic
Terminating intermodal traffic volumesin Washington State also peaked in 2005 at 700,000

units, fell to their lowest point in 2009 during the recession and then climbed to around 300,000
units.

As with originating traffic, terminating volumes were also affected by a shipper preference
for larger containers. Unlike originating traffic, however, the shift of terminating traffic market
share to B.C. ports was much more limited. During the mid 2000s, the railroads changed their
policies about the share of empty containers returning to Pacific Northwest ports. In 2005 and
2006, empty containers accounted for nearly 50% of the containers exported via NWSA ports.
The share of empties declined to between 20% and 30% from 2007 to 2015.

On average, BNSF and UP accounted for 68% and 32% respectively of the market share
terminating intermodal traffic. However, in the past few years, UP has gained market share
(averaging 45% in the past five years). (SeeFigure8).
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Figure 8 — Rail Traffic Intermodal Units Terminating in Washington
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Industries That Use Rail

Approximately 12% of total freight tonnage originating in Washington is shipped by rail.
This includes 9% moving by rail only and 3% moving by a combination of truck and rail. For
the manufacturing sector the share moving by rail is higher; 14% of the tonnage from
manufacturing moves by rail only, and an additional 3% moves by truck and rail. (See Table 4).

Rail is used most to move high tonnages over long distances. As shown in Table 4, across
al freight typesthe average rail move is more than 1,400 miles, and for the manufacturing sector
the average rail move is more than 1,600 miles. Combination truck/rail moves are even longer,
averaging more than 2,200 miles for all sectors and 1,924 miles for manufacturing.
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Table 4 —Freight Originating in Washington by M ode (2012)

Air (incl

Truck truck All
Sector Truck Rail and rail Water and air) Other modes
Value ($ million)
Total 150,146 8,840 7,119 4,548 56,529 69,719 296,901
Manufacturing 47,690 7,420 1,491 406 50,374 19,816 127,197
Wholesale 71,825 1,324 1,952 2,977 4,505 18,578 101,161
Other 30,631 96 3,676 1,165 1,650 31,325 68,543
Percent by mode
Total 51% 3% 2% 2% 19% 23% 100%
Manufacturing 37% 6% 1% 0% 40% 16% 100%
Wholesale 71% 1% 2% 3% 4% 18% 100%
Other 45% 0% 5% 2% 2% 46% 100%
Tons (thousands)
Total 127,349 16,706 6,253 10,087 96 22,647 183,138
Manufacturing 50,531 11,538 2,188 507 70 17,075 81,909
Wholesale 45,393 4,699 3,577 NM 21 12,839 66,529
Other 31,425 469 488 NM 5 2,313 34,700
Percent by mode
Total 70% 9% 3% 6% 0% 12% 100%
Manufacturing 62% 14% 3% 1% 0% 21% 100%
Wholesale 68% % 5% NM 0% 19% 100%
Other 91% 1% 1% NM 0% % 100%
Ton-miles (millions)
Total 23,939 9,891 4,934 5,037 129 2,841 46,771
Manufacturing 12,975 7,337 3,497 936 93 834 25,672
Wholesale 8,284 2,113 725 NM 30 4,489 15,641
Other 2,680 441 712 NM 6 1,619 5,458
Percent by mode
Total 51% 21% 11% 11% 0% 6% 100%
Manufacturing 51% 29% 14% 4% 0% 3% 100%
Wholesale 53% 14% 5% NM 0% 29% 100%
Other 49% 8% 13% NM 0% 30% 100%
Average miles per shipment
Total 437 1,444 2,253 1,464 1,550 NM 1,131
Manufacturing 371 1,644 1,924 1,863 1,546 NM 926
Wholesale 114 689 895 1,386 1,386 NM 376

Source: 2012 Commodity Flow Survey

Local Rail Cargo Trends

Wayhill Sample Data from the Surface Transportation Board (STB) provides more detailed
information on the area surrounding Richland. The Richland-Kennewick-Pasco Business
Economic Area (BEA 169) includes eight counties in Washington: Adams, Benton, Chelan,
Douglas, Franklin, Grant, Kittitas, and Okanogan.

Rail traffic originating in BEA 169 declined over the most recent decade for which data is
available, dropping from a high of nearly 38,000 carloadsin 2006 to less than 10,000 carloadsin
2014. A large part of this decline was due to the loss of forest products; the combined volume of
wood chips and lumber dropped from 10,300 carloads in 2006 to none from 2010 through 2014.
(SeeFigure9)

Originating carloads of frozen vegetables steadily declined, from approximately 10,700
carloads in 2006 to 6,000 carloads in 2014. Wheat carloads dropped from a high of 15,000
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carloads in 2006 to 9,800 carloads in 2013. Wheat traffic dropped precipitoudy in 2014, but this
may have been aresult of a worker lockout at export grain terminals.

Figure 9 — Richland-K ennewick-Pasco Originating Rail Traffic
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Rail traffic terminating in the Richland-K ennewick-Pasco BEA spiked immediately prior to
the recession (in 2007), and then dropped in 2008. Between 2008 and 2012 terminating traffic
declined slowly, but it grew quickly in both 2013 and 2014. Total terminating carloads in 2014
reached their highest level since the peak in 2007. (See Figure 10)

Mogt of the rail traffic terminating in the Richland-Kennewick-Pasco BEA is rdated to
agricultural production and processing. Two commodity groups account for more than half of all
terminating traffic: animal feed accounted for 7,800 terminating carloads in 2014, the highest
volume of animal feed in five years. With the recent completion of the new rail loop and grain
receiving terminal at Horn Rapids (owned by Central Washington Corn Processors, the volume
of animal feed receiptsislikely to grow. Fertilizer accounted 6,100 terminating carloads, or 26%
of thetotal. Fertilizer traffic grew substantially between 2005 and 2014, increasing by 64%.

Terminating volumes of most other key commaodity groups were relatively steady between
2008 and 2014. These other commodity groups included cement, chemicals, paper, plagtic and
petroleum products.

Figure 10 — Richland-K ennewick-Pasco Ter minating Rail Traffic
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Conclusions

There are good opportunities to shift cargo from trucking to rail service, particularly for
intermodal rail service but also for a shift of bulk cargoes from trucking and water serviceto rail
service. Inrecent years, intermodal service has been the fastest-growing segment of rail service.

For many years, exporters in the Tri-Cities area had the option of shipping containers by
barge from Pasco to Portland, where they were loaded on ships for export. However, the loss of
export container service at Portland forced barge lines to end the container barge service, and
without container shipping via Portland the long-term future of container barging is uncertain.
As a consequence, exporters in the Tri-Cities must now truck their containers to Seattle and
Tacoma, or to the Northwest Container Service facility at Boardman, Oregon, for loading onto
trains bound for Seattle and Tacoma

The trucking industry is facing several challenges that will likely tighten the supply of
drivers and increase cogts for local exporters. These challenges include new hours of service
rules and mandated electronic logs. Other of these will make it harder for a driver to complete
round trip to and from Seattle/Tacomain a single work day. A long-term concern isthe growing
shortage of drivers, which may grow from 48,000 drivers in 2015 to 175,000 by 2025. This
shortage of driversis exacerbated during harvest season, when the demand for trucking peaks.

The number of import containers shipped by rail from Washington has fallen in recent years
due to several factors, including loss of import cargo to British Columbia, and an increase in
trandoading from import containers to domestic containers. Terminating intermodal volumes
also declined, due partialy to the impact of the recession. Terminating traffic was also impacted
by shipping lines choosing to re-route empty containers through other port regions, such as
Southern California and British Columbia. BNSF currently handles approximately two-thirds of
Washington intermodal traffic and UP handles one-third.

In the Tri-Cities, originating carload traffic has declined in recent years while terminating
traffic has increased. The decline in originating traffic was due largely to a drop in forest
products traffic, but was exacerbated by falling wheat volumes, as well as a decline in carloads
of frozen vegetables. Terminating traffic is mainly related to agricultural production and
processing, led by animal feed and fertilizer. The new Central Washington Corn Processors
within the City of Richland at the Horn Rapids Industrial Park is likely to increase rail receipts.
Other commodity groups saw stable volume of rail receipts in the area, including cement,
chemical s, paper, plastic and petroleum products.
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Potential Rail Markets

Exigting and future markets for the Port of Benton rail line can be divided into two main
categories: domestic markets and port-related markets.

Domestic markets may include users who move raw materials or other inputs to the
Richland area for use by local industry, as well as users whose locally-produced output is
shipped to market by rail. One example of a current domestic user is Central Washington Corn
Processors, which brings in train loads of feed grains to its facility at Horn Rapids, and then
ships truckloads of grain to end users. Another example is Preferred Freezer Services, which
ships refrigerated boxcars of frozen products from Horn Rapids to markets throughout North
America

Current port-related markets include local shippers whose products move to seaports for
shipment overseas, including such products as hay and frozen potatoes. Potential future markets
could include goods that are imported through seaports in the region, and that move to local
digribution centers. The port-related cargo is primarily containerized cargo. The region
currently produces a large volume of containerized cargo that is shipped through the ports of
Seattle and Tacoma. Essentialy all of this now moves via truck, but may represent a potential
market for rail.

These opportunities are further explored in the foll owing section.

Regional Economy

The economy of the Tri-Cities is based on a foundation of agriculture, the Hanford Nuclear
Reservation, and the Pacific Northwest National Laboratory (PNNL); most other parts of the
local economy rely on the strength of this foundation.

The basis of the local agriculture industry is crop production and animal production. Built
on this base is an extensve network of food processors, trangportation companies, and other
related industry sectors.

The Hanford Nuclear Reservation directly employs thousands on site, while contractors and
suppliers working on or near the site employ thousands more. On-going federal investment has
led to scientific diversification and nuclear and chemical cleanup, with skilled engineers and
scientists following the jobs. The PNNL, located adjacent to the Hanford Reservation, is one of
the main research facilities owned by the U.S. Department of Energy. It employs more than
4,400 workers, primarily scientists and engineers.  Washington State University (WSU) also
operates a branch campus nearby, and which offers advanced degrees. The Hanford complex has
served as a research hub and business incubator that has spun off many new enterprises,
including energy production and nuclear-fuel fabrication.

Other industry sectors depend, at least in part, on the health of agriculture, Hanford, and the
PNNL. The congtruction, retail, health care, services, and other sectors all benefit from the jobs
and income generated by these anchor industries. Recreational industries and tourist attractions
are sectors that have been growing, along with the popularity of the regional wine industry.

As illugtrated in Figure 11, the regional economy is diverse, but is anchored by the key
sectors.  The government sector accounts for the largest share of jobs (i.e. 16.1%) in the Tri-
Cities, due mainly to employment at the Hanford Nuclear Reservation and PNNL. Agriculture,
retail trade, and health services each account for approximately 11.0% of jobs. Adminigtration
and waste services accounts for 9.0%, as does professional services. Accommodations and food
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service accounts for 7.3%), followed by manufacturing (6.8%), and congtruction (5.5%). Other
sectors account for lessthan 3.0% each.

Figure 11 — Benton-Franklin Covered Employment
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Target Industries

The Benton-Franklin Council of Governments identified key industry sectors in the 2015
Comprehensive Economic Development Strategy (CEDS) Update.  Six primary industry sectors
were identified that offered the best opportunity for success in new business recruitment:
Energy, logistics, food processing, machinery manufacturing, carbon fiber manufacturing, and
training. The majority of these sectors could potentially locate in the Horn Rapids Industrial
Park, and possibly userail transportation.

Within each of these sectors the CEDS identified key clusters of industriesin the Tri-Cities
area. Theseincluded:

e Food processing — frozen fruit and vegetable manufacturing, frozen specialty food
manufacturing dried and dehydrated food manufacturing, perishable prepared food
manufacturing

e Machinery manufacturing - food processing equipment, winery equipment

e Logistics— related to agriculture, processed foods, wine and craft beer

e Energy —small modular nuclear reactors, smart grid

e Training — hazardous material handling, emergency response, and security

The Port of Benton rail line currently serves a number of customers in these clusters, most

notably food processing (frozen food), and logistics (agriculture, processed foods). The rail line

has the opportunity to support additional development of these clusters at the existing Horn
Rapids Industrial Park and the expansion area.

Largest Employers

The Tri-City Development Council (TRIDEC) tracks the largest employersin the Tri-Cities
area. According to the most recent list, there are 36,000 jobs at the top 30 largest employers.
The list is dominated by firms related to operations on the Hanford Reservation and PNNL, and
which together account for approximately 42% of jobs at the largest employers.
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Theindustries that represent the strongest potential markets for the Horn Rapids area and the
Port of Benton Railroad include food processing, manufacturing, and transportation. Combined,
these three sectors account for 23% of the employment at the top 30 employers. (See Table5)

Table 5 - Employment by Sector, Top 30 Employers

Share of

Sector Jobs Total Hanford
Food Processing 6,766 18.8%

Education 6,531 18.1%

Health Services 5,369 14.9%

Research & Development 4,365 12.1% Yes
Environmental Remediation Services 4,201 11.7% Yes
Engineering & Construction 2,898 8.0% Yes
Support Services, Hanford/DOE Site 1,928 5.4% Yes
Manufacturing 1,172 3.3%

Utilities 1,089 3.0% Yes
Correctional Facility 800 2.2%

U.S. Government 440 1.2% Yes
Transportation 300 0.8%

IT/R&D Services 150 0.4%

Total 36,009  100.0% 14,921

Manufacturing Sector

According to data from the Washington Employment Security Department, between 2005
and 2015 the manufacturing sector added more than 3,000 jobs in Benton, Franklin, and
neighboring counties. The region’s manufacturing sector logt jobs during the height of the
recession in (in 2008 and 2009), but by 2011 manufacturing employment had fully recovered,
and it continued to grow through 2015. (See Figure 12)

For the region, growth in manufacturing employment averaged 1.3% per year between 2005
and 2015. The combined growth rate of Benton and Franklin Counties was much higher,
averaging 3.2% per year, with no net loss of manufacturing jobs during the recession. Grant
County also saw strong growth in manufacturing, despite several down years during the
recesson. Walla Walla County lost about 8% of manufacturing jobs during the recession but
recovered by 2011, and has remained steady since. Yakima County has the largest
manufacturing sector, but it was hit hard by the recession and has not fully recovered. Adams
County changed very little between 2005 and 2015.
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Figure 12 — Employment in All Manufacturing
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Source: Washington Employment Security Department QCEW data

Food and beverage manufacturing is growing in the Benton-Franklin region, as well asin
neighboring counties. The number of food and beverage manufacturing jobs in Benton County
and Franklin County combined grew from less than 3,500 in 2005 to nearly 5,500 in 2015.
Combined with neighboring counties, employment in food and beverage manufacturing grew
from approximately 8,900 jobs in 2005 to 10,200 jobs in 2015. These figures exclude Walla
Walla County, due to data anonymity rules. (SeeFigure 13)

Figure 13 — Employment in Food and Bever age M anufacturing
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BST Associates obtained data from Dun and Bradstreet for firmslocated in Benton County
as well as those counties within approximately 50 miles of the Port of Benton Rail Line. This
data included firms involved in manufacturing (i.e. SIC Codes 20 through 39); agriculture,
forestry and fishing (SIC Codes 01 through 09); and sdlected transportation sectors (SIC Code 40
- railroad transportation, 42 - trucking & warehousing, 44 - water transportation, and 47 -
transportation services).

The locations of these firms were plotted using GIS software, and then buffers of 25 miles
and 50 miles were created around the Port rail line. The characteristics firms in these market
regions are described below.

Within the 25-mile buffer, these firms had a reported total employment of 7,168. Of this
total, 2,744 jobs (38% of the total) are in the food manufacturing sector. Firmsin the 50-mile
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buffer reported total employment of 16,193, of which 9,222 (or 57%) are in food manufacturing.
(See Table6)

Other manufacturing sectors do not employ as many workers as food manufacturing, but
they produce more of the estimated sales volume. Within the 25-mile buffer, food
manufacturing accounts for 25% of manufacturing sales, and within the 250-mile buffer it
accounts for 40%. Average sales per employee are subgtantially higher at many of the other
manufacturing sectors, when compared with food manufacturing.

Table 6 — Employment and Sales by M anufacturing Sectors, 25- and 50-Mile Buffers

25 Mile Buffer 50 Mile Buffer

SIC SIC Description Emp. Sales Emp. Sales
20 Food & Kindred Products 3,744 $226,862,604 9,222 $963,836,596
34 Fabricated Metal Products 615 $326,353,922 1,009 $391,240,576
38 Instruments & Related Products ‘ 477 $97,602,114 ‘ 491 $98,801,242
32 Stone, Clay, & Glass Products 412 $60,925,313 608 $76,560,240
35 Industrial Machinery & Equipment ‘ 388 $46,840,164 ‘ 592 $68,941,798
27 Printing & Publishing 340 $18,083,308 642 $45,565,531
28 Chemica & Allied Products | 265 $2,002,678 | 438 $11,231,527
36 Electronic & Other Electric Equipment 250 $24,703,515 273 $27,101,247
23 Apparel & Other Textile Products ‘ 192 $1,281,845 ‘ 221 $3,538,058
39 Misc. Manuf. Industries 149 $14,853,607 363 $38,901,917
33 Primary Metal Industries ‘ 132 $58,597,635 ‘ 270 $76,440,270
24 Lumber & Wood Products 98 $8,848,283 730 $68,778,516
26 Paper & Allied Products ‘ 47 $4,808,576 ‘ 100 $11,104,481
37 Transportation Equipment 32 $3,775,055 766 $10,741,134
30 Rubber & Miscellaneous Plastics Products ‘ 12 $1,145,377 ‘ 288 $8,283,382
22 Textile Mill Products 15 $1,060,661 107 $5,055,560
25 Furniture & Fixtures ‘ 3 $277,337 ‘ 16 $856,337
29 Petroleum & Coal Products 3 $300,000 28 $4,900,019
31 Leather & Leather Products 3 $181,061 29 $3,287,772

Total 7,168 $897,744,657 16,193  $1,915,166,203

Source: Dun & Bradstreet data, BST Associates

As shown in Table 7, recent forecasts by the Washington State Employment Security
Department project growth of 18,200 non-farm jobs in Benton-Franklin counties between 2014
and 2024, with average annual growth of 1.6%. Industrial sectors are expected to account for
approximately 19% of the non-farm jobs, with employment growing from 20,100 industrial jobs
in 2014 to 23,000 industrial jobs in 2024, which equates to average growth of 1.4% per year and
the addition of 2,900 jobs.

Growth isexpected in al industrial sectors:

e Congtruction — 1,300 new jobs

e Manufacturing — 600 new jobs, centered in food processing (500 new jobs) and other

durable manufacturing (100 jobs)

e Wholesale trade — 600 new jobs

e Transportation And Warehousing — 400 new jobs
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Table 7 — Benton-Franklin County Employment For ecasts

New

Employment CAGR Jobs
Sector 2014 2019 2024 2014-24  2014-24
All Nonfarm Jobs 104,100 114,600 122,300 1.6% 18,200

Industrial Sectors

Construction 6,300 7,300 7,600 1.9% 1,300
Manufacturing 7,800 8,200 8,400 0.7% 600
Durable Goods 1,400 1,500 1,500 0.7% 100

Wood Product Manufacturing 100 100 100 0.0% -

Nonmetallic Mineral Product Manufacturing 200 200 200 0.0%

Primary Metal Manufacturing 200 200 200 0.0%

Fabricated Metal Product Manufacturing 200 200 200 0.0% -

Machinery Manufacturing 100 100 100 0.0%

Computer And Electronic Product Manufacturing 200 200 200 0.0% -

Other Transportation Equipment 100 100 100 0.0%

Other Durable Manufacturing 300 400 400 2.9% 100

Non Durable Goods 6,400 6,700 6,900 0.8% 500

Food Manufacturing 5,400 5,700 5,900 0.9% 500

Printing And Related Support Activities 100 100 100 0.0%

Other Non Durable 900 900 900 0.0% =
Wholesale Trade 3,300 3,700 3,900 1.7% 600
Transportation, Warehousing And Utilities 2,700 3,000 3,100 1.4% 400

Utilities 200 200 200 0.0%

Transportation And Warehousing 2,500 2,800 2,900 1.5% 400
Sub-Total 20,100 22,200 23,000 1.4% 2,900
Percent of All Employment 19.3% 19.4% 18.8%

Source: Employment Security Department/LMEA Industry employment projections, May 2016

Industrial Land Supply and Demand

The most recent analysis of industrial land in the Benton-Franklin region was commissioned
by the City of Kennewick. This analyss examined the supply of industrial zoned land in the
region and projected the demand for this type of land®; the report concluded that the Benton-
Franklin area will need between 1,100 and 2,400 acres of land to meet employment forecasts. It
also noted that there are few parcels bigger than 200 acres. The Horn Rapids Industrial Park and
adjacent expansion area has the land supply, and the large parcels, to meet much of the future
demand for industrial land.

The supply analysis devel oped by ECONorthwest shows that the region currently has a total

of nearly 24,800 acres of industrial zoned land. Of this total, more than 8,500 acres is vacant.
(See Table 8 and Figure 14).

3 City of Kennewick Industrial Zoned Land Assessment, ECONorthwest, September 30, 2016
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Table 8- Industrial Zoned Land Supply by Development Status

West Benton Franklin
Status Kennewick Richland Richland Pasco County County Total
Developed 256 17 1,279 1,481 2,642 1,809 4,451
Public Exempt 136 26 1,810 3,563 3,242 4,265 7,507
Underutilized 138 988 553 434 2,998 1,297 4,295
Vacant 199 47 967 2189 4.266 4.265 8.530
Total 729 1.077 4.609 1.667 13.47 11,636 24,783

Source: Benton County, %nklin County, ECONorthwest

Several factors limit the potential use of much of thisland. For example, in Benton County
much of theindustrial zoned land is not in the Urban Growth Area, which limitsthe devel opment
potential. The City of Richland and others are now working to expand the Richland UGA to
include the 1,641 acres recently transferred from DOE, as part of the process to ready the land
for devel opment.

Figure 14— Industrial Zoned L and Supply by Development Status

Opessyectia

Source: Benton County, Franklin County, ECONorthwest

Another issue is that there are few large parcedls (i.e. 200 acres or more) in the area that are
ready for development. The Horn Rapids area (including the expansion area) will be able to
offer parcels of this sze. ECONorthwest classifies the most desirable stesas Tier 1 and Tier 2.
Tier 1 Stes are the most desirable (vacant, over five acres, within a half mile of a highway, no
development congtraints, and within an urban service area). Tier 2 sites include those up to one
mile from a highway and a so include underutilized sites. (See Table 9).

A total of 11 parcels over 50 acres in the region meet criteria for Tier 1. Only seven
additional parcels met the criteria for Tier 2. Mogt of these parcels are within the City of Pasco,
and only one Tier 1 parcel and four Tier 2 sites are within Benton County.
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Table 9 — Developable Industrial Parcelsby Sizeand Tier

50 to 100 to
1,000 sq f- 1to5 5to 10 10to20 20to35 35t0 50 100 200 >200
to 1acre acres acres acres acres acres acres acres acres
Underutilized 38 159 47 20 14 11 8 5 3
Vacant 388 339 32 10 18 6 8 9 5
Tier2 - - 14 11 7 6 1 -
Tierl 55 29 9 7 5 5 1

Source: Benton County, Franklin County, ECONorthwest

To egtimate a range of aggregate future industrial land need, ECONorthwest used two
approaches. The first approach is based on an extension of industrial development trends in the
region. The second is based on an extenson of industrial sector employment growth.
Depending on the approach and assumed density, ECONorthwest estimates industrial land needs
over the next 20 years could range from 500 to over 2,000 acres, or between 25 and 100 acres
per year. (See Table 10)

Table 10 — Projected Industrial L and Acres Needed

Annual 10-year Total 20-year
Assumed Annual Assumed Acres Acres Total Acres
Method Growth Density Developed Developed Developed
Development Trend 360,000 Building SF 0.07 FAR 118 1,181 2,361
360,000 Building SF 0.15 FAR 55 551 1,102
Employment Trend 370 Industrial Jobs 5.00 Emp/Acre 74 740 1,480
370 Industrial Jobs 15.00 Emp/Acre 25 247 493

Source: Benton County, Franklin County, Washington Employment Security Department, ECONorthwest

The ECONorthwest report noted several economic sectors with strong growth potential in
the Tri-Cities. These sectors are similar to the ones noted in the Comprehensive Economic
Development Strategy, and include:

e Food processing

e Advanced manufacturing

e Digribution and warehousing

Food processing has been one of the fastest growing industries in the Tri-Cities, especially
in Pasco where Lamb Weston, Tyson, and several other food processing companies have
facilities. Food processing uses require medium-to-large sites with good highway and/or railroad
access. However, sizable devel opment ready sites are becoming increasingly limited as there are
few remaining sites over 40 acres with utilitiesincluded.

Associated with food processing is cold storage, which is also growing. The Preferred
Freezer facility that opened at Horn Rapids in 2015 is the largest in North America. Preferred
Freezer currently ships alarge volume of cargo by rail, and is planning to expand the facility.

Advanced manufacturing is a new opportunity for the region, and is an area of emphasis for
the Port of Benton. The PNNL leads the new Northwest Regional Manufacturing Center, the
goal of which is to advance and implement smart manufacturing technologies. Partners in the
Center include Washington State University, University of Washington, Oregon State
University, Oregon BEST, Montana educational ingtitutions, Bonneville Power Administration,
industry partners and other organizations from across the Pacific Northwest. The presence of the
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Hanford Nuclear Reservation and the PNNL are key, because of the intellectual talent they
attract and the new technologies that spin off from their operations and research.

Digtribution and warehousing is also growing in the Tri-Cities, due to the accessbility to
major population centers in the Northwest. Digtribution and warehousing facilities typically
need large sSites for structures and truck docking, maneuvering and storage. Easy access to major
highways is an important factor for these uses as well. The Horn Rapids Industrial Park offers
large sites with good highway access.

Summary of Industrial Development Opportunities

The Horn Rapids Industrial Park is well-positioned to absorb regional industrial growth.
Over the next 20 years the demand for industrial land could be as much as nearly 2,400 acres.
The largest amount of industrial land in the Benton-Franklin region is located at Horn Rapids,
including the largest potential parcels.

The types of industries in the region that will drive the demand for industrial land typically
need large parcels, good highway and/or rail access, and large-capacity utilities. An estimated
30% of firmslooking to locate in the Benton-Franklin area lit rail access as one of their needs.
Horn Rapids hasthe large parcels and road/rail accessto attract these firms.

In order to attract additional industries to the expansion area there is work that remains.
This includes extending infrastructure to the newest parts of the property, and expanding the
boundaries of the Urban Growth Areato include al of the property.

International Trade Opportunities

Shippers and others have expressed interest in the concept of developing an inland port at
Horn Rapids. This would be an intermodal facility where containers are loaded and unloaded
from trains.

Initially, the demand for the facility would be driven by locally-produced goods destined for
the Ports of Seattle and Tacoma. Full containers would be loaded onto trains at Horn Rapids,
and empty containers would be returned, reducing the need to move the containers by truck. In
the long run infrastructure might be developed that would process inbound containers, such as
import distribution centers and transload operations.

Various definitions exist for what an inland port actually is. A definition from the Texas
Freight Advisory Committee®, is that an inland port is “a site located away from traditional land
and coastal borders with the vision to facilitate and process international trade through strategic
investments in multi-modal transportation assets and by promoting value-added services as
goods move through the supply chain’. According to this definition, well-established inland
ports:

e Tendtobelargeregional centers serving domestic and international markets;

o Facilitateinternational trade and expedite shipmentsin and out of the United States;

e Have multimodal capabilitiesand good access to interstate and state highway systems;
e HaveForeign Trade Zone status,

e Serve niche markets, which tend to involve higher-valued commaodities; and

e Haveaccessto sufficient labor and Kills.

4 Inland Ports: Economic Generators in Texas? August 22, 2013
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Another definition comes from the industrial real estate firm Jones Lang LaSalle (JLL).
According JLL®, “an inland port is a hub designed to move international shipments more
efficiently and effectively from maritime portsinland for distribution” e sewhere.

Bencefits of Inland Ports
Inland ports can provide benefits for both the public and private sectors.

For the private sector, inland ports can facilitate a reduction in the number of intermediate
links and the average length of haul for distribution, thereby streamlining shipping systems and
reducing overall trangportation costs.

Additional benefits include improved transit times, increased reliability, and the potential
balancing of inbound and outbound freight movements to and from theinland port, thus reducing
empty backhauls and decreasing transportation costs. Furthermore, multimodal options offer the
private sector the flexibility to select the mode or combination of modes that best meets specific
shipment requirements in terms of cost, speed, and reliability of service. Inland ports thus
potentially facilitate more efficient and lower-cost supply chains when compared with more
traditional supply chains. The effect of a reduction in costs (including transportation costs) is
immediate because it influences the price of the output and thus the competitiveness of a
company.”®

For the public sector, creating an inland port can be a way to reduce the costs for regional
companies, improving their bottom lines. In addition, inland ports can help to attract
devel opment, generating additional employment and income.

Rail-oriented economic development can also improve environmental conditions by
reducing the number of truck tripsin an area. This can generate benefits from time savings,
reduction in accidents, and reduction of emissons.

Keys to Success

The BNSF has identified key factors that drive the success of inland ports. According to
Vann Cunningham, BNSF Assistant Vice President Economic Development’, the three key
factorsin determining the success of an intermodal rail facility are:

e Freight volume, density and balance,

e Proximity to other facilities, and

e Market coverage.

The consequences of a poor location include increased costs and decreased reliability. A
poorly chosen location complicates the process of building and dismantling trains, increases the
total trangit time, and increases the costs of providing service.

According to the BNSF, inland ports must be located on key rail intermodal routes. These
are the routes that connect major markets to major ports, have high capacity, and minimize route
options and gateways in order to maximize traffic density and minimize route complexity.

Buy-in from one or more of the Class | railroads will be needed for an inland port to be
successful at Horn Rapids. Several of the shippers interviewed for this analysis acknowledged

5JLL isaprofessiona services and investment management firm specializing in real estate devel opment
5 Inland Ports. Economic Generatorsin Texas? August 22, 2013
" BNSF Inland Ports and High-Capacity, Asset-Intensive Transportation Networks, July 2012

Port of Benton Rail Line Anaysis Page 25 January 27, 2017



Final Report

that, while rail transportation is potentially attractive, without commitment from a railroad the
service might not last.

Two examples discussed below are the Cold Train service that operated of Quincy, and the
Railex service operated out of Wallula. In the case of Cold Train, the BNSF had little
investment in the facility or the service, and stopped providing expedited service when sudden
growth in other types of traffic caused service issues across the Northern Tier. In contrast, UP
invested heavily in new railcars for the Railex service, and dedicated locomotive power to those
trains. Also, in order to make the service successful, these trains are assgned the highest
priority.

Shippers do not want to switch to a new mode of shipment if it won't last. These shippers
have existing relationships with trucking firms, they have a good idea of how long it takes to
move containers, and they know the cost.

Flexibility at the port end of the rail service isalso critical. One of the shippersinterviewed
noted that their containers move via multiple shipping lines and terminals. A rail shuttle service
running from Horn Rapids to only one port terminal would not necessarily meet the needs of this
shipper.

The concept of shuttling empty containers from the portsto a storage yard at Horn Rapidsis
also attractive to shippers, but several factors would need to be addressed. According to one
shipper, when their drayage drivers pick up an empty container at the ports they inspect it to
make sureit isusable. Empty containers shuttled by rail back to the Tri-Cities would need to be
inspected before they were loaded on the train, and somebody would need to be responsible for
that.

Another factor is the ownership of the container. When drivers are responsible for picking
up an empty container, they are able to drive to the appropriate terminal for the container. |f
empty containers were shuttled by rail to the Tri-Cities there would need to be enough containers
from theright shipping lines.

Competing Rail Facilities

A new inland port at Horn Rapids may compete with several exigting facilitiesin theregion,
including ones at Quincy, Wallula, and Boardman.

The Port of Quincy Intermodal Terminal was built to provide intermodal transportation
solutions for shippersin Central Washington. The terminal currently includes 16 acres of land
(with an additional 40 acres for expansion); 8,000 feet of storage rail siding on three tracks with
easy access to the BNSF mainline; facilities for receiving and unloading of inbound railcars and
both dry and refrigerated containers; and good highway access. Until recently Cold Train
provided express refrigerated intermodal service for as many as 1,000 containers per month,
using BNSF as the rail carrier. However, operations ended in 2014 due service issues with the
BNSF.

The Railex facility in Wallula is designed to ship unit trains of refrigerated products from
the Columbia Basin to the East Coast. As part of the development of the facility, the UP
invested in a fleet of new, state-of-the-art refrigerated boxcars that are dedicated to this service.
The facility has a two-mile rail loop that runs directly into the refrigerated warehouse, which
alow product to be moved from cold storage to railcar under controlled conditions. It includes
19 enclosed refrigerated rail docks and 38 refrigerated truck docks. A new, 500,000 square foot
wine warehouse was recently added to handl e wines produced throughout the region.
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Northwest Container Service (NWCS) operates a 20-acre intermodal yard at the Port of
Boardman, and has the ability to expand to 30 acres. NWCS uses the UP to haul trains between
Boardman and Portland, and between Portland and Seattle/Tacoma. Currently NWCS operates
one train every two weeks between Boardman and Tacoma/Seettle ports, and five to six trains
per week between Portland and Tacoma/Seattle. The facility is customs bonded, offers full
service food grade ingpection and cleaning, is a USDA approved site for fumigation. Thereis
room for over 10,000 contai nersand chasss, and hasrefrigeration unit plugs for 24 containers.

NWSA Container traffic trends by trade route

Container volumes through NWSA container terminals declined dightly between 2005 and
2015, decreasing from 3.9 million TEUs in 2005 to 3.5 million TEUs in 2015, representing an
annual loss of -1.1% per year. (See Table 11). It should be noted that container volumes were
especially high in 2005 because cargo volumes were shifted from Southern California to
Northwest ports due to capacity limitations in Southern California. Volumesalso fel in 2009 as
a result of the international recession, which impacted container trade at all port regions. The
NWSA faces dgnificant competition from other North American ports. A more detailed
comparison of North American portsis provided below.

Table 11 — NWSA Container Trends 2005-2015 (1,000 TEUs)

International Domestic
Full Full Sub-

Year Imports Exports Total Full Empty Total Sub-Total Total
2005 1,483 796 2,279 800 3,079 853 3,932
2006 1,504 786 2,290 814 3,104 862 3,965
2007 1,505 945 2,449 577 3,027 867 3,894
2008 1,313 885 2,197 475 2,673 841 3,514
2009 1,084 855 1,939 375 2,314 770 3,084
2010 1,373 873 2,246 538 2,784 783 3,567
2011 1,249 980 2,229 489 2,718 775 3,493
2012 1,340 975 2,314 464 2,778 786 3,564
2013 1,239 984 2,223 413 2,635 821 3,456
2014 1,217 908 2,125 432 2,557 837 3,394
2015 1,308 872 2,180 581 2,761 769 3,529
CAGR

2005-15 -1.2% 0.9% -0.4% -3.2% -1.1% -1.0% -1.1%

Source: Northwest Seaport Alliance

During the period from 2005 to 2015, trade with international countries (importsand exports
aswell as empty containers) accounted for approximately 77% of the container volume through
NWSA container terminals, with domestic trade (primarily trade with Alaska and Hawaii)
accounting for the remaining 23%.

Imports

Import containers carry a wide variety of products, including consumer goods (eg.,
eectronics, dectrical machinery, toys and games, furniture, apparel, and footwear) and
production inputs (e.g., vehicle parts, aircraft parts), among other cargoes. The value of
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containerized imports transiing NWSA container terminals was $51 billion® in 2015.
Containerized imports support jobs throughout the region.

Imports are dominated by Asian countries, which account for 97% of all full import®
containers. In particular, China accounts for two-thirds of imports followed by Northeast Asa
(Japan, Korea, Taiwan et al) at 19%, Southeast Asia (ASEAN countries) at 9% and South Asa
(mainly India and Pakistan) at 1%. These imports are consumed locally as well shipped to
inland markets by intermodal rail.

Europe, Latin America and the Caribbean and Oceania (Australia and New Zealand) each
account for 1% of the import trade. Imports from these other trade routes are consumed/used
within the region and does not typically moveinland viaintermodal rail.

e Ada

e China-67%

o Northeast Asa-19%
0 Southeast Asia- 9%
o South Asa- 1%

o Europe-1%
o Latin Americaand the Caribbean - 1%
0 Oceania- 1%

In 2015, ports in the Seattle and Portland customs digtricts imported 22.6 million tons of
goods (5.1 million to the Portland customs district and 17.5 million tons to Seattle customs
digrict). Approximately 40% of these products moved in containers while 60% moved in liquid
bulk or dry bulk form. Table 12 summarizes the major import classification groups in a
descending order based upon the total tonnage moving through the Portland and Seattle customs
digtricts, and provides a brief discussion on the potential to ship them to the Port of Benton.

8 Source: WISERTrade
® Source: PIERS data
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Table 12 — PNW Water bor ne Imports 2015 by Customs District (1,000 M etric Tons of product imported into the Portland and

Seattle Customs Districts)

Total Tonnage

Containerized Tonnage

Commodity Group Portland  Seattle  Total Portland Seattle Total Opportunity for Port of Benton
Crude oil bound for Puget Sound refineries dominated the
Mineral products 1,8880 67881 86761 | 277 1173 1450 | category. The construction market was the second largest
component (specifically cement, stone, etc), which may represent
an opportunity
This category primarily consists of iron and steel products. There
are large volumes of these products imported to the Lower
Base metals and articles of base 12325 16961 29287 379 1.208.0 1.246.0 Columbia River portsi they. are proce?sed into a variety of )
metal products such as fencing, siding, roofing and other construction
products; as well as inputs to fabricated metals manufacturers.
These may also represent an opportunity for the Port of Benton.
T T AT Chemical manufacturers and fertilizers produced and/or
E‘lzﬂ:‘;:" the chemical or Allied | 1415 9169 2,0581 185 4465 4650 | distributed within the region could be attracted to the Port of
c Benton.
This category consists primarily of retail consumer goods, as well
Boilers, machinery (including as equipment and machinery. Certain subsectors could
nuclear), television image and 8.9 1,650.6 1,659.5 7.3 1,498.7 1,506.0 | potentially be attracted to Richland, particularly ag equipment or
sound recorders and parts specialized industries (like Lampson) or activities related to
Hanford (reactors and supporting equipment/machinery)
This group primarily serves the auto and airplane industries as
Vehia.‘les, aircraft, vessels. and 4745 911.9 1.386.5 4.8 544.2 549.0 \»\.'ell as the }'ail industry. There may .be oppfutuniti.es to uttr;fct
associated transport equipment firms that focus on or support these industries. This would fall
into the target industry of technology based manufacturing.
Mi.scellaneous manufactured 95 12599 12694 95 12540 12635 This group is a broad as.se.mbly of manufacturing industries.
articles There may be opportunities.
Wood» and unic!es of wood; corlg Mainly consists of forest products (lumber, pulp and paper)
manufactures of straw, basket ware 150.0 859.1 1,009.2 8.0 439.2 447.2 Y S ) ) ’ :
- : Limited opportunity.
and wickerwork 7
The largest component of this group is tires, followed by
Plastics and articles thereof; rubber miscellaneous groupings of plastic forms for manufacturers. It is
and articles thereof 22 280 o2 22 o8 Y unknown whetghey Fhesge indistries could be attracted to Port of
Benton.
Articles of stone, plaster, cement, This group includes stone articles (curbstones, concrete blocks
ashest.os, mica or similar materials; 307 615.5 648.1 307 545.3 5779 etc) used in consthtion as wel! as glass pr.oducts (sufety glass and
ceramic products; glass and glass products used in laboratories et al. It is unknown whether
glassware these industries could be attracted to Port of Benton.
Textiles and articles 99 4303 4325 99 4153 4174 Focused on the garment industry, unlikely candidate for Port of
Benton
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Total Tonnage

Containerized Tonnage

Commodity Group Portland Seattle Total | Portland Seattle Total | Opportunity for Port of Benton
Vegetable products 375 387.6 425.0 15.3 387.3 202.6 gz;ut:;d on the nursery industry, unlikely candidate for Port of
Px.el.aaxed foo.dstuffs; beverages, 6.9 412.4 4193 6.9 366.9 373.8 Group used by wholesalers an(.i manufacFurers for a variety of
spirits and vinegar; tobacco food and related products; unlikely candidate for Port of Benton
Pulp of wood; recovered (waste and 307 301.7 3345 28.2 2515 279.7 Mute.rluls used by paper recyclers and/or pulp mills; unlikely
scrap), paper or paperboard et al candidate
Footwear, headwear, umbrellas, Mainly containerized clothing accessories; unlikely candidate
walking-sticks, artificial flowers; 1.3 195.2 196.5 1.3 194.9 196.2 unless import distribution center was attracted that managed
articles of human hair these items.
P . Limited volumes that would be unlikely to move by rail; it is
Live animals and animal products 1.0 118.0 119.0 0.8 117.9 118.6 unknown whether it could be attracted to Port of Benton
Raw hides and skins, leather, travel 0.2 68.4 68.6 0.2 67.7 67.9 Limited volumes that would be unlikely to move by rail; it is
goods, handbags unknown whether it could be attracted to Port of Benton
Optical, photographic, precision,
medical or surgical instruments; 0.1 514 516 01 501 50 | Limited volumes that would be unlikely to move by rail; it is
clocks and watches; musical unknown whether it could be attracted to Port of Benton
instruments; parts of above
Wo.xks of art, collectors' pieces and 05 383 388 04 36.6 37.0 Limited volumes that would be unlikely to move by rail; it is
antiques unknown whether it could be attracted to Port of Benton
Animal or vegetable fats and oils 13 333 34.6 13 195 20.8 Limited volumes tk.nut would be unlikely to move »by rail; it is
unknown whether it could be attracted to Port of Benton
Arms and ammunition; parts and Limited volumes that would be unlikely to move by rail; it is
. 0.0 3.4 3.4 0.0 32 3.3 .
accessories thereof unknown whether it could be attracted to Port of Benton
Sl Limited volumes that would be unlikely to move by rail; it is
Imitation jewelty; coins 0.0 3.1 3.1 0.0 3.1 3.1 unknown whether it could be attracted to Port of Benton
Total 5,029.3 17,532.3 22,561.7 211.3 8,743.9  8,955.1
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Exports

Exports consst of agricultural products (hay, oilseeds, grains, processed fruit and
vegetables, meat and other products), forest products (lumber, logs, paper and other products),
and other products (electrical machinery, inorganic chemicals, and other products) that are
manufactured or produced in Washington, the Northwest region (Oregon and Idaho) as well as
inland regions. The value of containerized imports transting NWSA container terminals was
$11 hillion™ in 2015. The containerized trade network that has devel oped to serve imports also
provides exporters with access to a robust transportation system for shipping their products to
overseas. These containerized exports support jobs throughout the state and region.

Most exports are destined for Asia, which accounts for 89% of all full export containers™.
Northeast Asa (Japan, Korea, Taiwan) accounts for 49% of all exports followed by China at
25%, Southeast Asia (ASEAN countries) at 12% and South Asia (mainly India and Pakistan) at
3%.

Other trade routes account for the remaining 11%, with Europe accounting for 4% and,
Latin America and the Caribbean and Oceania (Australia and New Zealand) each accounting for
2% of the export trade.

e Asa
0 Northeast Asa - 49%
o China-25%
0 Southeast Asa- 12%
o South Asa-3%

o Europe - 4%
o Africa& MiddleEag - 3%
o Latin America& Caribbean - 2%
e Oceania- 2%
The Pacific Northwest is one of the mogt trade dependent regions of the United States.
Export trade is a key driver of job growth and economic prosperity. More than 75% of all
NWSA loaded exports originate in Washington, Oregon, or ldaho. This trade represents

approximately $9 hillion in cargo value, contributing more than 500,000 jobs to the Pacific
Northwest, for more than 20,000 regional firms. (See Table 13).

Table 13 — Export Activity Connected with the Northwest Seaport Alliance

Category Washington Oregon Idaho Total PNW
Export Value ($ billlions) $6.5 $1.9 $0.6 $9.0

% thru the NWSA 89% 62% 42% 80%
Jobs tied to trade 391,000 86,157 26,017 503,174
Exporting Companies 12,646 5,922 1,762 20,330

Source: The Northwest Seaport Alliance

1 Source: WISERTrade
 Source: PIERS data
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A variety of agricultural and non-agricultural commodities are exported by container
through the NWSA container terminals. Key agricultural exportsinclude: animal feed, prepared
foodstuffs, vegetables, fruit and meat, among other products. Key non-agricultural exports
include: wood pulp, wood products, paperboard, base metals and plastics, among other products.
(SeeFigure 15).

Figure 15 — Products Exported Through the Northwest Seaport Alliance (TEU)

B Animal Feed B Wood pulp

B Prepared B Wood
foodstuffs products

M Vegetables 181,700 M Paperboard

B Fruit M Base metals

HMeat M Plastics

HAIll Other Al other

Agricultural Products Non-Agricultural Products

Source: The Northwest Seaport Alliance

Figure 16 depicts where these industries are located. As shown, there is a strong cluster in
Eastern Washington, as well as in Puget Sound, in Oregon along |-5 corridor, and in southern
Idaho.

Figure 16 - L ocations of PNW export companies by container volume

Source: Northwest Segport Alliance

Examples of Inland Ports

Located outside crowded port areas, where land is scarce or not available at all, inland ports
advantages are well documented because of their positive impact on regional industrial
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development and because they create space for more buildings in proximity to intermodal sites,
thusrelieving pressurein port areas and on roadways. **

Port of Quincy Intermodal Terminal

The purpose of the Port of Quincy Intermodal Terminal is to provide rail freight
transportation solutions for the shippers of Central Washington, and is designed to be an inland
intermodal solution for the congestion experienced in coastal ports. The terminal currently
includes 16 acres of land (with an additional 40 acres for expansion); 8,000 feet of storage rail
siding on three tracks with easy access to the BNSF mainline; facilities for receiving and
unloading of inbound rail cars and both dry and refrigerated containers; convenient accessto 1-90,
Hwy 28 and Hwy 281; storage capacity for over 1,500 containers & chassis.

Until recently the Port of Quincy had a relationship with Cold Train that provided express
intermodal service for Central Washington shippersto locations in the Midwest and East Coast.
Service was provided by BNSF Railroad. At its peak, Cold Train Express Intermodal Service
carried approximately 1,000 containers per month, with service provided six days of the week
and with deivery times of three days from Quincy to eastbound intermodal locations.
Operations ceased in August, 2014 due to service issues, and thereis currently a lawsuit pending
between the Cold Train and the BN SF parties.

Figure 17 — Port of Quincy Intermodal Terminal
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BNSF Intermodal and Logistics Park KC, Kansas

This facility is a 1,500-acre master-planned distribution and warehouse development in
Edgerton, Kansas, located southwest of downtown Kansas City. The primary purpose of the
facility isto serve container traffic moving between the Ports of Los Angeles and Long Beach
and the Midwegt, and it is located on the main BNSF transcontinental line between Chicago and
the ports of Los Angeles and Long Beach. The facility also offers domestic intermodal service
and direct-rail/carload servicein addition to international intermodal service.

The annual capacity of the intermodal yard is 500,000 container lifts, which could expand to
1.5 million containers at full build-out. The facility has capacity for 17 million square feet of

2 Tim Feemster, Managing Principal, Foremost Quality Logistics, Intermodal Sites 2015;
http://www.areadevel opment.convl ogisticsinfrastructure/Intermodal - Sites-Q1-2015/10-i nl and-ports-to-watch-
2829267.shtml

Port of Benton Rail Line Anaysis Page 33 January 27, 2017



Fina Report

industrial buildings, and it currently has 6.5+ million sguare feet of new distribution facilities.
The facility is owned by the BNSF Railway and Edgerton Land Holding Company.

Figure 18 — BNSF Intermodal and L ogistics Park KC

Global Transportation Hub Authority

The Global Trangportation Hub (GTH) is a new 1,800-acre facility located outside Regina,
Saskatchewan. The purpose of the facility is to develop supply chain, logistics, and
transportation infrastructure to supports global trade, and to spur economic development in the
Regina region. The facility is owned by the Global Transportation Hub Authorty, an
autonomous and self-governing inland port authority.

Since the facility was authorized in 2013 it has attracted $485 million in private investment
and 750 jobs. The Canadian Pacific operates a 300-acre intermodal facility at GTH, designed to
move some 250,000 containers annually. Other clients include: cross-dock and LTL
transportation services, a large food retailer s distribution center, container services (storage,
drayage, transport, maintenance and handling), and on-site repair and maintenance service for
truck and trailer units, among others.

Figure 19 — Global Transportation Hub Authority
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Asheroft Terminal

Ashcroft Terminal is a privately owned facility located approximately 200 miles east of
Vancouver, B.C. The purpose of the facility is to relieve truck traffic congestion and land
development pressures in Vancouver, and to promote economic development in the Ashcroft
area.

Ashcroft terminal has service from two Class | railroads, the Canadian National (CN) and
Canadian Pacific (CP). Although the two railroads each own a main line between Ashcroft and
Vancouver, this section is operated jointly in order to increase capacity. Ashcroft Terminal is
located at the critical junction where this “co-production” beginsand ends. Every piece of cargo
moved by rail through any of the Vancouver marine terminals has to pass through the Ashcroft
Terminal.

Ashcroft Terminal has 320 acres of indudtrial land, with an additional 350 acres of
agricultural buffer land. Currently it has 32,000 ft. of rail servicing 18 users. Full Build out
plans will see over 25 miles of internal track including a twinned 25,000 ft loop track directly off
CP' smainline with aCN inter-switch

Figure 20 — Ashcroft Terminal
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Cordele Inland Port, GA

The Cordele Inland Port is a privately owned facility 1,150-acre facility located in south
central Georgia. The facility is designed to improve shipping services and reduce cogt to and
from firmsin southwest Georgia, Alabama, Mississippi, and the panhandle of Florida.

Rail service to Cordele Inland Port is provided by Class | carrier CSX and by several
shortline railroads. Major truck route (I-75, Georgia highways 300 and 280) are less than one
mile away. Overnight rail service to the Georgia Ports Authority is provided three times per
week via the shortline railroads, Heart of Georgia and Georgia Central. Maersk, Mediterranean
Shipping and other steamship lines use the facility to position containers for quick ddlivery to
cotton gins and peanut warehouses within a 250-mile radius. Full containers are returned to
Cordele for rail shipment to the seaport.
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Figure 21 — Cordele Inland Port
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Distance to Inland Ports

The average distance from inland ports to the seaports they serve is approximately 200
miles, asillustrated in Figure 22. The distances range from 144 miles to 243 miles. By road,
Horn Rapids is 200 miles from Seattle. However, because the Stampede Pass rail line cannot
accommodate double-stack container trains, this traffic would need to be routed through the
Columbia River Gorge. This means containers on rail would move approximately twice as far as
they now do by truck.

Distances are included in the graph for Portland to Seattle and for Umatilla to Seattle; these
are both locations where shippers can load containerson to rail for movement to Seattle.

Figure 22 — Distance to I nland Ports
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Source: Inland Intermodal Cargo Facility Study for the Corporation of Delta by Cargo Velocity
Inc. August 15, 2014; BST Associates

Information from BNSF shows that 200 miles is the approximate market range for draying
containers to intermodal ramps. The 200-mile dray radii for Seattle and Spokane ramps overlap
the Horn Rapids area. (See Figure 23).
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Figure 23— Market Radius for BNSF Inter modal Ramps
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Source: Inland Ports and High-Capacity, Asset-Intensive
Transportation Networks, BNSF Railroad July 2012

The same document shows 200-mile dray radii for Union Pacific intermodal ramps in
Portland and Sesttle. Again, both of these ranges overlap the Horn Rapids area. (See Figure 24).

Figure 24— Market Radius for UP Intermodal Ramps
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Source: Inland Ports and High-Capacity, Asset-Intensive
Transportation Networks, BNSF Railroad July 2012

Washington Agricultural Exports

Exports of Washington agricultural products have seen tremendous growth over the past 15
years. According to data from the USDA, the export value of Washington agricultural products
jumped from $1.3 billion in 2001 to $3.8 billion in 2015. Most of the export value is generated
by products from eastern Washington, and these products represent potential opportunities for
the Port of Benton.

Fresh fruits, processed fruits, and other plant products each account for approximately 20%
of total export value. They also accounted for much of the growth, and each of these three
commodity groups grew by 250% or more between 2001 and 2015.
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Processed vegetables accounted for nearly 7.9% of exportsin 2015, up from 6.9% in 2015,
and their export value grew by nearly 240%. Dairy products share of export value grew from
2.6% 10 4.4%, and their value grew by more than 390%. (See Figure 25).

Figure 25 — Washington Agricultural Exports
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Conclusions

Thereis a substantial (and growing) volume of containerized cargo that moves between the
Columbia Basin and the Ports of Seattle and Tacoma, the majority of which moves by truck.
This typicaly involves a truck hauling a loaded container westbound and an empty container
eastbound.

Several factors are likely to raise the cost of shipping containers by truck. These include a
growing shortage of drivers, stricter regulation of driver time (hours of service), increasing
congestion near the ports, and increasing competition for trucking services. These factors may
increase the feasibility of an intermodal facility at Horn Rapids.

In order for an intermodal facility to be successful it will need to meet a number of criteria.
Key among these are attracting a sufficient volume of cargo, and getting long-term service
commitments from one or morerailroads.

Thomas Keane, of New Harbor Consultants, produced a recent white paper on inland ports
which included a list of 10 factors for inland port success'. These 10 factors are listed in
Table 14, along with a brief analysis of how the Horn Rapids site meetsthese factors.

13 Keane, Thomas, http:/newharborllc.com/2016/08/05/inland-ports-on-track-for-growth/, downloaded 10-
24-2016
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Table 14 — Factorsfor Inland Port Success

Horn Rapid Industrial Area Capability

Preliminary
Criteria Requirements Finding Discussion
Demand Can volumes reach 10,000-20,000+ lifts Yes The local area currently generates approximately
per year? Who are the anchor shippers? 10,000+/- containers. Extending the region to 50
to 100 miles creates a market in excess of 20,000
containers. Local firms have indicated interest in
an inland port if the service is reliable and cost
competitive with trucking.
Port link Are there close ties with a successful Yes NWSA staff has indicated interest in the project
ocean container port, 200+ miles away? because it helps solidify market capture in the
port's local hinterland and results in a shift from
truck to rail which coincides with Port plans in
Seattle and Tacoma.
Site 40+ acres for intermodal ramp, more for Yes Horn Rapid Industrial area acreage exceeds 2,000
distribution facilities, near good highway acres.
access?
Rail Situated on or near a mainline Yes Inland port would have access to BNSF and UP
intermodal rail route, attractive to a Class rail lines. The facility may be attractive to Class |
I railroad? railroads if intermodal volume can be attracted.
Cost Competitive land, improvements, road Yes Horn Rapid Industrial area has competitive land
links, operating costs, and taxes? values, operating costs and taxes but additional
planning is required to bring the area into the UGA
and to extend utilities and road access.
Labor Access to a skilled, hardworking labor Yes The Tri-Cities area meets the requirements for a
force? good labor force.
Business Value proposition that is attractive to a Maybe Existing and potential tenants/users have indicated
case developer, railroad and tenants? interest in the project. Further discussions needed
with railroads and developers.
Environmental ~ Can it replace truck with rail traffic, Maybe A shift from truck to rail would provide
benefits attractive in a congested region? environmental benefits for NWSA ports. May
increase truck traffic in Richland area
Public support s there active involvement by local Maybe Local government is involved in development of
officials and support from the public? the Horn Rapids Industrial Park. Level of public
support it unknown.
Collaborative Is strong leadership in place, with Maybe Port of Benton, Northwest Seaport Alliance, City of
effort effective public-private collaboration? Richland are supportive, and leading the effort.
Railroad collaboration will be needed.
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Value of Rail-Related Industrial Development

This section provides an estimate of the contribution (value) of rail-related industrial
development at Horn Rapids Industrial Park.

The value of the Port of Benton railroad can be measured in a number of ways. At its most
basic, this could be measured as the value of the land and the track structures. However, this
method doesn’t take into account the value that the railroad provides to shippers, as measured in
transportation cost savings. It also doesn’t include benefits that accrue to other stakeholders,
such as the taxes generated, the jobs supported, or the environmental benefits of shifting cargo
from truck to rail. The following section provides esimates of the value generated by the
railroad, including:

e Appraised value

o Value of development

o Taxesgenerated

e Employment

e Environmental benefits

Appraised Value

The Port of Benton recently retained a consultant to apprai se the value of the Port’ srail line,
including land and structures'. This appraisal concluded that the total value of the railroad is
$25,600,000, including $10,890,000 for the land and $14,725,000 for the track structure.

Value of Development

The value of the railroad as tool of economic development includes more than just the track
structure and the land on which it sits. Access to rail trangportation is a key site attribute for
many firms; according to TRIDEC, approximately 30% of the firms seeking information on
property in the region list rail access as one of their criteria.  Using this figure, the value of
devel opment that depends on rail access can be estimated.

ECONorthwest estimated that regional demand for industrial land will range between 493
and 2,361 acres over 20 years. Assuming that 30% of this demand will require rail access, the
total rail-related demand for land will range between 148 and 708 acres. Finally, assuming that
the Port of Benton is able to capture half of this market (conservative estimate), the total amount
of rail-related land with access to the Port of Benton railroad will range between 74 and 354
acres.

The value of development on this acreage can be estimated using comparabl e developments
intheregion.

Three recent developmentsat Horn Rapids have improvements (buildings and other physical
plant) whose value ranges between $107,000 and $2,701,000 per acre. This is calculated by
dividing the assessed value of improvements by the total acreage of the development. Thiswide
range of values includes one development that has a very expensive structure on a relatively
small acreage (Preferred Freezer), and one that has relatively little structure on a very large
acreage. A third development at Horn Rapids, Ferguson Enterprises, has an improvement value
of $365,000 per acre.

1 Market Value Estimate of the Real Estate and Track Structure Assds, port of Benton Track, Richland,
Washington, Kenneth Y oung & Associates, July 2016.
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The Pasco Processng Center provides another set of property values for comparison.
Assessor records for seven properties at the Pasco Processing Center show improvement values
ranging between $184,000 and $1,296,000 per acre, with a weighted average value of $813,000
per acre.

Using the rail-related acreage estimates of 74 to 354 acres and the low and high value per
acre of improvements, the total value of rail-related development over 20 years is estimated to
range between $37.6 million and $288.2 million, as measure in 2016 dollars.

Taxes Generated

Property Tax
Improvements made on properties at Horn Rapids will generate property taxes for a number
of different jurisdictions, including the City of Richland and the Port of Benton.

The City of Richland property tax rate for the Horn Rapids area is approximately $2.63 per
$1,000 of assessed value. At full build-out, City property tax from rail related development may
range between $99,000 and $757,000 per year.

Assuming that absorption of land occurs evenly across the next 20 years, the net present
value of City property tax ranges between $720,000 and $5.52 million using a 3.0% discount
rate, and between $465,000 and $3.57 million using a 7.0% discount rate. (See Table 15)

The Port of Benton property tax rate for the Horn Rapids area is approximately $0.40 per
$1,000 of assessed value. At full build-out, Port property tax from rail related development may
range between $15,000 and $115,000 per year.

Assuming that absorption of land occurs evenly across the next 20 years, the net present
value of Port property tax ranges between $109,000 and $838,000 using a 3.0% discount rate,
and between $71,000 and $541,000 using a 7.0% discount rate.

Other taxing authorities that will see increase property tax receipts include the State of
Washington, Benton County, and the Richland School District. In total, property taxes generated
by rail-related development may range from $4.59 million to $35.18 million in 2016 dollars.
Using a 3.0% discount rate the net present value of property taxes may range from $3.19 million
to $24.; using a 7.0% discount rate net present value may range from $2.06 million to $15.79
million.

Sales Tax

In Washington, most congtruction is subject to sales tax; the current sales tax rate in
Richland is 8.6%. There is, however, an exception for machinery and equipment (“M & E”)
used directly in a manufacturing operation or research and development operation. The amount
of salestax that would be generated by development of industrial property was estimated under
two scenarios: 1) the first scenario assumes that all construction will be subject to the sales tax,
and 2) the second scenario assumes that half of the construction would be exempt from salestax.

The salestax estimates used the same devel opment timing and values described above.

Under the low acreage/low value scenario, rail-related development at Horn Rapids may
generate $3.23 million to $24.78 million in sales and use tax over 20 years (assumingno M & E
exemption), and $1.62 million to $12.39 million (assuming half is exempt).

Using a discount rate of 3.0%, the net present value of sales tax may range from
$1.84 million to $14.13 million (assuming no M & E exemption), and from $0.92 million to
$7.07 million (assuming half isexempt).
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Using a discount rate of 7.0%, the net present value of sales tax may range from $0.89
million to $6.85 million (assuming no M & E exemption), and from $0.45 million to $3.43
million (assuming half is exempt). (See Table 15)

Summary of Taxes

Total taxes generated by rail-related devel opment over 20 years are projected to range from
$10.87 million to $33.89 million. These figures are based on: 1) average land value per acre, 2)
average value of improvements per acre, and 3) average number of acres absorbed.

These figures should be considered conservative. The primary reason for this is that the
acres of absorption assumes that: 1) the Horn Rapids area will attract only 50% of rail-related
development in the Benton-Franklin area, 2) only 30% of firms looking for property in the area
are interested in rail service. Given the amount of land available, the size of parces available,
and rail service from multiple railroads, it is possible that the Horn Rapids area will attract more
than 50% of rail-related development.

Table 15— Summary of Benefits from Rail-Related Development ($millions of 2016$)

Low High Average
Discount Rate Discount Rate Discount Rate

Category 7.0% 3.0% Undisc. 7.0% 3.0% Undisc. 7.0% 3.0% Undisc.
Value of land sales $1.51 $2.04 $2.66 $12.02  $16.25 $21.21 $6.77 $9.15 $11.94
Value of construction $104 $21.4 $37.6 $79.7 $164.3 $288.2 $45.05 $92.85 $162.90
Sales tax on construction

Assumes no exemption $0.89 $1.84  $3.23 $6.85  $14.13 $24.78 $3.87 $7.99 $14.01

Assumes half is exempt $0.45 $0.92  $1.62 $3.43 $7.07 $12.39 $1.94 $4.00 $7.01
Property tax — City of Richland | $0.47  $0.72 $1.04 $3.57 $5.52 $7.95 $2.02 $3.12 $4.50
Property tax — Port of Benton $0.07 $0.11 $0.16 $0.54 $0.84 $1.21 $0.31 $0.48 $0.69
Property tax - Other $1.52 $2.36 $3.40 $11.68  $18.08 $26.03 $6.60 $10.22 $14.72
Property tax — Total $2.06 $3.19 $4.59 $15.79 $24.44 $35.18 $8.93 $13.82 $19.89
Total taxes w/o exemption $295 $5.03 $7.82 $22.64  $38.57 $59.96 $12.80 $21.80 $33.89
Total taxes w/ exemption $251 $411  $6.21 $19.22  $31.51 $47.57 $10.87 $17.81 $26.89

Note: These estimates assume that devel opment occurs evenly over 20 years. Low estimate uses low value per acre
and low acres devel oped, high estimate uses high value per acre and high acres devel oped.
Source: BST Associates

Employment

As discussed above, ECONorthwest recently produced the “Industrial Zoned Land
Assessment” for the City of Kennewick. This analyss used employment density ranging
between five jobs per acre and 15 jobs per acres as a basis for estimating the acreage demand.
Based on the employment growth trend in the region, theregion is projected to gain an additional
7,400 industrial jobs over the next 20 years. Employment density of five jobs per acreis nearly
identical to that seen at the recent Preferred Freezer development. In contrast, employment
density at Central Washington Corn Processors isless than one job per acre, due to the amount of
acreage used by therail loop.
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In the combined Benton and Franklin Counties, the average wage for across all covered
industries™ in 2015 was $47,420, and total employment was 115,480. The government sector
accounted for approximately one out of six jobs, and the average annual wage in this sector was
$55,820. The non-government sector accounted for five out of six jobs, with average annual
wages of $45,810.

The non-government sector is made up of a wide variety of industries, and the average wage
for each of these industries varies widely. One of the highest paid of these is NAICS Code 54
(“Professional and technical services’). Total employment in this sector was 9,980 in 2015, and
the average annual wage of $92,230 was more than twice the regional average. Most of these
jobs are tied to Hanford and the PNNL, and all but 400 of the jobs were in Benton County.
Another sector tied closdly to Hanford and the PNNL is NAICS Code 56 (“Administrative and
waste services’). Total employment in this sector was 10,520, of which 9,360 jobs were in
Benton County; the average wage for this sector was $73,340.

When the two Hanford-related sectors are omitted, the average non-government annual
wage in the region is $36,220, with total employment of 76,440. The industry sectors targeted
by TRIDEC pay wages that average higher, with average annual wages ranging from $38,800 to
$56,700. These sectors include warehousing (NAICS Code 493), food manufacturing (NAICS
Code 311), beverage manufacturing (NAICS Code 312), machinery manufacturing (NAICS
Code 333), and chemical manufacturing (NAICS Code 333).

Table 16 provides a summary of potential employment and wages using five employees per
acres, and Table 17 provides estimates of the types of occupations employed at each of these
industries, and the average wages for those occupations. Summaries of key occupations are
presented isthe following section.

Annual wages in the warehousing sector average $38,800. The predominant category of
occupation for the warehousing industry is “ Transportation and material moving occupations’,
which accounts for 60.3% of jobs and pays an average of $34,000 per year. “Office and
administrative support occupations’ accounts for another 22.3% of warehousing jobs, and these
jobs also pay an average of $34,000 per year. At the other end of the pay scale, “Management
occupations’ account for 3.5% of jobsin warehousing and pay $113,100 per year, and “Business
and financial operations occupations’ account for 2.0% of jobs in warehousing and pay $76,900
per year.

Annual wages in food manufacturing average $38,900. “Production occupations’ account
for 52.6% of jobs in the industry, and pay an average of $34,100 per year. “Transportation and
material moving occupations’ account for 17.1% of jobs and pay $32,700 per year.
“Management occupations’ account for 3.3% of jobs and pay an average of $112,600, while
“Business and financial operations occupations’ account for 1.7% of jobs and pay $78,500.

Annua wages in beverage manufacturing average $42,800 per year. As in the food
production industry, “Production occupations’ account for the largest share of jobs (i.e. 29.5%),
but this share is much lower than in food production. Average pay for production occupationsis
$38,700 per year. “Transportation occupations’ account for 18.1% of jobs and pay $35,600 per
year. “Salesand related occupations’ isarelatively large category of jobs (i.e. 13.8%), and pays

*® The Quarterly Census of Employment and Wages Program is a cooperati ve program invol ving the Bureau of
Labor Statistics (BLS) of the U.S. Department of Labor and the State Employment Security Agencies (SESAs). The
QCEW program produces a comprehensi ve tabul ation of employment and wage information for workers covered by
State unemployment insurance (Ul) laws and Federal workers covered by the Unemployment Compensation for
Federal Employees (UCFE) program.
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an average of $39,400. Inthisindustry 7.3% of jobs are in “Ingtallation, maintenance, and repair
occupations’, which pay $50,500 per year. The beverage manufacturing industry has a higher
share of jobs in “Management occupations’ (i.e. 5.4%), compared with both the food
manufacturing and warehousing industries. These jobs pay an average of $113,700 per year,
while “Business and financial operations occupations’ pay $70,800 per year and account for
2.7% of jobs.

Annual wages in the machinery manufacturing industry average $55,400 per year. In the
machinery manufacturing industry, “Production occupations’ account for more than half of all
jobs (i.e. 52.6%), but these production jobs pay more ($42,400) than production jobs in food
manufacturing or beverage manufacturing. Machinery manufacturing also has a larger share of
jobs at higher pay levels, including “ Architecture and engineering occupations’ (i.e. 10.1% of
jobs, $91,600 average wages), “Management occupations’ (6.6% of jobs, $119,400 average
wages), and “Business and financial operations occupations’ (4.5% of jobs, $74900 average
wages).

Annual wages in the chemical manufacturing industry average $56,700 per year. While the
largest share of jobs are in production occupations, the chemical manufacturing industry also
employs a variety of higher-paying occupations. For example, “Life, physical, and socia
science occupations’ account for 9.4% jobs, with average pay of $85,800 per year. Jobsin this
occupation category include chemists, chemical technicians, and biologists. “Management
occupations’ account for 8.5% of jobs, and pay an average of $114,900 per year, “Architecture
and engineering occupations’ account for 5.7% of jobs and pay $94,900 per year, and “Business
and financial operations occupations’ account for 5.6% of jobs and pay $77,000. “Installation,
maintenance, and repair occupations’ account for 6.8% of jobs, and pay $52,700 per year.

At full development, potential rail-related employment at Horn Rapids is estimated to range
between 370 and 1,771, using an average of five employees per acre. Depending on the types of
industries that locate at Horn Rapids, 370 jobs could generate total annual payroll of $14.3
million to $21.0 million, while 1,771 jobs could generate annual payroll of $68.7 million to
$100.4 million.

Table 16 — Estimated Employment and Wages from Rail-Related Development

Total Total

Jobs Annual Wages Jobs Annual Wages
Sector (Low) Wages ($millions) (High Wages ($millions)
Warehousing 370  $38,800 $14.3 1,771 $38,800 $68.7
Food Mfg. 370  $38,900 $14.4 1,771 $38,900 $68.9
Beverage Mfg. 370  $42,800 $15.8 1,771 $42,800 $75.8
Machinery Mfg. 370  $55,400 $20.5 1,771 $55,400 $98.1
Chemical Mfg. 370  $56,700 $21.0 1,771 $56,700 $100.4
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Table 17 — Occupations and Average Wages for Selected Industriesin the Benton-Franklin
Area

Share of Jobs Average Annual Wage
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Occupation category
Management occupations 3.5% 3.3% 5.4% 6.6% 8.5%|$113,100 $112,600 $113,700 $119,400 $114,900

Business and financial operations occupations 2.0% 1.7% 27% 45% 56%| $76,900 $78,500 $70,800 $74,900 $77,000

Computer and mathematical occupations 0.5% 0.3% 0.3% 2.0% 2.0%| $72,900 $66,500 $64,100 $77,000 $72,300
and i i 0.2% 0.5% 0.6% 10.1% 5.7%| $97,500 $96,900 $94,400 $91,600 $94,900

Life, physical, and social science occupations 0.0% 1.0% 0.8% 0.2% 9.4% $- $58,000 $78,600 $84,600 $85,800

Community and social service occupations 0.0% 0.0% 0.0% 0.0% 0.0% $-  $48,000 $- $- $-

Legal occupations 0.0% 0.0% 0.0% 0.1% 0.1% $-  $95,000 $- $78,100 $86,500

Arts, design, entertainment, sports, and media

occupations 0.1% 0.1% 1.6% 0.4% 0.3%/| $36,300 $45,600 $28,900 $61,100 $62,100

Healthcare practitioners and technical

occupations 0.1% 0.2% 0.1% 0.1% 0.7%| $89,100 $82,500 $93,000 $88,300 $82,500

Healthcare support occupations 0.0% 0.0% 0.0% 0.0% 0.1% $- $- $- $33,400 $25,600

Protective service occupations ‘ 0.7% 0.1% 0.1% 0.0% 0.2%| $38,700 $39,800 $39,800 $39,800 $42,300

Food preparation and serving related

occupations 0.1% 2.3% 5.1% 0.0% 0.0% $-  $24,200 $26,200 $-  $27,800

Building and grounds cleaning and ‘
maintenance occupations 1.0% 1.5% 1.0% 0.5% 05%| $29,300 $29,400 $29,200 $29,100 $29,300
Personal care and service occupations 0.0% 0.0% 02% 0.0% 0.0% $-  $23,100 $23,000 $-  $25,500
Sales and related occupations 1.7% 3.9% 13.8% 3.6% 2.6%| $43,200 $35,700 $39,400 $55,300 $56,900
Office and administrative support occupations  22.3% 6.6% 99% 10.1%  9.7%| $34,000 $37,100 $36,000 $38,500 $39,100

Farming, fishing, and forestry occupations ‘ 0.1% 1.2% 2.9% 0.0% 0.0%| $36,400 $31,500 $29,500 $34,900 $34,900

C ion and i 0.1% 0.3% 0.4% 1.2% 0.6%| $59,200 $69,600 $70,200 $72,700 $69,300
Installation, maintenance, and repair

occupations 3.2% 5.9% 7.3% 4.5% 6.8%| $49,700 $50,900 $50,500 $53,100 $52,700
Production occupations 4.0% 54.1% 29.5% 526% 41.2%| $38,300 $34,100 $38,700 $42,400 $37,100
Transportation and material moving

occupations 60.3% 17.1% 18.1% 3.5% 6.0%| $34,000 $32,700 $35,600 $33,200 $34,800
Total, all occupations ‘ 100.0% 100.0% 100.0% 100.0% 100.0%| $38,800 $38,900 $42,800 $55,400 $56,700

Source: Source: Employment Projections program, U.S. Department of Labor, U.S. Bureau of Labor Statistics, and
2016 Occupationad Employment and Wage Estimates from Washington Employment Security Dept.
Environmental Benefits

Shifting containerized export cargo that originates in the region around Richland from truck
torail islikely to generate a variety of environmental benefits, including:

¢ Reduced operating costs

e Reduced highway maintenance
¢ Reduced accidents

e Reduced emissions

Each of these benefits can be quantified following standard methodology. Details are
provided in the following sections.
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Key Inputs

Estimation of the environmental benefits of substituting rail for truck movement uses several
key inputs. For the purpose of thisanalysis, the following factors were assumed:

e Theintermodal yard will begin operating in January 2018.

e A full intermodal train isassumed to carry 440 TEU (twenty-foot equivalent units), or
220 FEU (forty-foot equivalent units.

e Onetrain will operate per week initially with an increased number of trains per week as
demand warrants.

e Volumeswill ramp up over time, growing from 30% of train capacity in 2018 to 75% of
capacity in 2023, and to 100% of capacity in 2028.

e Theaverage truck distance from Richland to Seattle-Tacoma is 229 miles.
e Theaverage truck distanceto Richland from local producersis 40 miles.
e Theaveragerail distance from Richland to Seattle-Tacomais 346 miles.

e Trucks move one ton of freight 240 miles per gallon of fud.

e Trainsmove oneton of freight 640 miles per gallon of fudl.

e Trucksand trains both move full containers from Richland to Seattle-Tacoma and empty
containers back.

Reduced Highway Maintenance

Based on the assumptions outlined above, total truck miles saved are projected to grow from
approximately 1.3 million round-trip milesin 2018 (first year of operation) to 4.3 million miles
per year at full operation (years 2028 through 2037).

According to WSDQOT, diverting cargo from trucks to rail will reduce highway maintenance
costs by $0.12 per mile. Using this figure, road maintenance savings grow from approximately
$155,000 in 2018 to nearly $518,000 per year at full operation, as measured in 2016 dollars.
Total highway maintenance savings from 2018 through 2037 is estimated to be approximately
$8.5 million, prior to discounting for inflation. Using a discount rate of 3% the net present value
of highway maintenance savings is estimated to be approximately $5.9 million, and using a
discount rate of 7% it is estimated to be $3.8 million.*®

Reduced Accidents

The value of reduced accidents can be calculated using a method similar to that used for
calculated the value of reduced highway maintenance. Guidance from the USDOT recommends
using a factor of 1.08 fatal accidents per 100 million miles of truck travel, and an average value
of $9,600,000 per fatality.

As described above, round-trip truck miles saved are projected to grow from approximately
1.3 million miles in 2018 to 4.3 million miles per year from 2028 through 2037. Using these
figures with the accident rate and value per fatality from USDOT, the value of reduced accidents
is estimated to grow from approximately $134,000 in 2018 to $447,000 per year at full operation,
as measured in 2016 dollars. The net present value of reduced accidents associated with a shift
from truck to rail from 2018 through 2037 is estimated to be approximately $7.4 million, prior to
discounting for inflation. Using a discount rate of 3% the net present value of reduced accidents

16 USDOT recommends discounting at 3% and 7% as a part of the Tiger Grant program.
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is estimated to be approximately $5.1 million, and using a discount rate of 7% it is estimated to
be $3.3 million.

Savings in Operational Costs

The savings in operational costs are based upon the cost of operations per mile, which is
estimated at $0.10 per mile for trucks and $0.029 per mile for rail. The net present value of
savings in operational costsis estimated to be approximately $76.5 million, prior to discounting
for inflation. Using a discount rate of 3% the net present value of operational savings is
estimated to be approximately $52.8 million, and using a discount rate of 7% it is estimated to be
$33.9 million.

Reduced Emissions

Using guidance from the USDOT, the value of the reduced emissions of carbon dioxide can
be esimated. The value of reduced emissions is estimated to be approximately $3.5 million,
prior to discounting for inflation. Using a discount rate of 3% the net present value of reduced
emissons is estimated to be $2.4 million, and using a discount rate of 7% it is estimated to be
$1.5 million.

Summary of Benefits from Inland Port Assuming One Train per Week

Asshown in Table 18, the total of benefits associated one unit train per week is estimated to
be $95.9 million (undiscounted), $66.1 million (discounted at 3%) and $42.5 million (discounted
at 7%). If two unit trains were operated, the benefits would be twice the valuesin Table 18.

These benefits should be considered conservative, due primarily to the level of container
traffic used in the model. This container traffic was assumed to originate in the Tri-Cities area,
and did not include traffic originating farther away. For example, shippersin the Lewiston area
might be able to truck product to the Horn Rapids area for rail shipment to Seattle/Tacoma,
rather than trucking the product the entire distance.

Table 18 — Summary of Environmental Benefits ($millions of 2016$)

Discount Rate

Category 7.0% 3.0% Undiscounted
Highway maintenance cost savings using rail vs truck $3.8 $5.9 $8.5
Reduced severity of accidents due to VMT reduction $3.3 $5.1 $7.4
Savings in operational cost of switching to rail $33.9 $52.8 $76.5
GHG reduced (CO2 only) $15 $2.4 $3.5
Total $42.5 $66.1 $95.9

Source: BST Associates
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Thetotal value of the benefits generated by the Port of Benton rail lineis much greater than
the line' s appraised value of $25.6 million. Asdetailed in Table 19, at a minimum these benefits
may be worth $142.4 million, but may be as high as $304.6 in 2016 dollars.

Even when these values are discounted over time the totals remain higher than the appraised
value of the rail line. Using a very conservative discount rate of 7.0% and the lowest value
estimates, the total value of all benefitsis $56.9 million. Using a discount rate of 3.0% and the
lowest value estimatesthe total value of all benefitsis $93.7 million.

In addition to these benefits, rail-related development at Horn Rapids may support between
370 and 1,771 jobs. Total annual payroll from these jobs may range from $14.3 million to

$100.4 million.
Table 19 — Summary of Rail Benefits ($millions of 2016$)
Low High Average
Discount Rate Discount Rate Discount Rate
Categon 7.0% 3.0% Undisc 7.0% 3.0% Undisc 7.0% 3.0% Undisc
Rail-Related Development
Value of land sales $1.51 $2.04 $2.66 $12.02 $16.25 $21.21 $6.77 $9.15 $11.94
Value of construction $104 $21.4 $37.6 $79.7 $164.3 $288.2 $45.05 $92.85 $162.90
Total land and construction $11.91 $23.44 $40.26 $91.72 $180.55 $300.41 $51.81 $101.99 $174.84
Tax Benefits
Sales tax on construction
Assumes no exemption $0.89 $1.84 $3.23 $6.85 $14.13 $24.78 $3.87 $7.99 $14.01
Assumes half is exempt $0.45 $0.92 $1.62 $3.43 $7.07 $12.39 $1.94 $4.00 $7.01
Property tax
City of Richland $0.47 $0.72 $1.04 $3.57 $5.52 $7.95 $2.02 $3.12 $4.50
Port of Benton $0.07 $0.11 $0.16 $0.54 $0.84 $1.21 $0.31 $0.48 $0.69
Other $1.52 $2.36 $3.40 $11.68 $18.08 $26.03 $6.60 $10.22 $14.72
Total $2.06 $3.19 $4.59 $15.79 $24.44 $35.18 $8.93 $13.82 $19.89
Total taxes w/o exemption $2.95 $5.03 $7.82 $22.64 $38.57 $50.96 $12.80 $21.80 $33.89
Total taxes w/ exemption $2.51 $4.11 $6.21 $19.22 $31.51 $47.57 $10.87 $17.81 $26.89
Environmental Benefits
Highway maintenance cost savings
using rail vs truck $3.80 $5.90 $8.50 $3.80 $5.90 $8.50 $3.80 $5.90 $8.50
Reduced severity of accidents due
to VMT reduction $3.30 $5.10 $7.40 $3.30 $5.10 $7.40 $3.30 $5.10 $7.40
Savings in operational cost of
switching to rail $33.90 $52.80 $76.50 $33.90 $52.80 $76.50 $33.90 $52.80 $76.50
GHG reduced (CO2 only) $1.50 $2.40 $3.50 $1.50 $2.40 $3.50 $1.50 $2.40 $3.50
Total Environment Benefits $42.50 $66.10 $95.90 $42.50 $66.10 $95.90 $42.50 $66.10 $95.90
Grand Total
w/o exemption $57.36 $94.57 $143.98 | $156.86 $285.22 $465.27 $107.11 $189.90 $304.63
with exemption $56.92 $93.65 $142.37 | $153.44 $278.16 $452.88 $105.18 $185.01 $297.63
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