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Introduction

The Western Organization of Resource Councils (WORC) is a regional network of grassroots
community organizations with 10,000 members and 38 local chapters. WORC member organizations
are: Dakota Rural Action; the Dakota Resource Council; the Northern Plains Resource Council;
Oregon Rural Action; the Powder River Basin Resource Council; and the Western Colorado
Congress. WORC’s mission is to advance the vision of a democratic, sustainable, and just society
through community action. WORC is committed to building sustainable environmental and economic
communities that balance economic growth with the health of people and stewardship of their land,
water, and air resources.

WORC is concerned about the potential impacts associated with the recent and projected
significant increases in U.S. coal exports and related railroad shipments. In July, 2012, WORC
published “Heavy Traffic Ahead - Rail Impacts of Powder River Basin Coal to Asia By Way of Pacific
Northwest Terminals” (HTA 2012), which addressed these issues.!

Heavy Traffic Ahead highlighted the fact that major energy companies, such as Ambre Energy
(Ambre), Arch Coal (Arch), Cloud Peak Energy (Cloud Peak) and Peabody Energy (Peabody),
and major transportation companies, such as Berkshire Hathaway’s subsidiary BNSF Railway, Inc.
(BNSF), Union Pacific Corporation (UP), SSA Marine and others, are actively engaged in projects to
move significant volumes of coal from current and proposed mines in the Powder River Basin (PRB)
in Montana and Wyoming to existing and proposed Pacific Northwest (PNW) export coal terminals.

These major energy and transportation companies have spent hundreds of millions of dollars
and plan to spend hundreds of millions more on a variety of projects to expand the U.S. coal exports
market in order to compensate for recent and projected declines in domestic coal markets and to take
advantage of the growing Asian coal market.

These companies have encouraged and worked directly with Federal and State authorities to
direct and spend hundreds of millions more of public money to improve related privately-owned
transportation infrastructure. The State of Washington, for example, plans to spend over $800 million
(mostly from Federal grants), on railroad infrastructure improvements, most of which will be directed
to improvements of BNSF’s existing infrastructure in Washington to improve passenger rail service,
but which will also facilitate potential export coal rail movements.>

Currently, three PNW export terminals, all in British Columbia (BC), handle significant
volumes of coal: Westshore Terminals (Westshore) near Roberts Bank, BC, approximately 20
miles south of Vancouver, BC; Neptune Terminal (Neptune) near North Vancouver, BC; and Ridley
Terminals (Ridley) in northern BC near Prince Rupert, BC. Historically, these Canadian export coal
terminals have handled primarily Canadian metallurgical coal. However, these Canadian export
terminals are proposing to significantly expand their coal export capacities, in part to handle growing
perceived demand for PRB export steam coal.

These existing Canadian export coal terminals are described in more detail below. In reviewing
this report, it should be noted that export coal tons are often expressed in metric “tonnes” in Canada,
whereas in the U.S. railroad coal volume is most often expressed in short tons (1 metric tonne equals
2,204.62 Ibs — 1 ton, or short ton, equals 2,000 1bs):

Heavy Traffic Still Ahead
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»  Westshore — Westshore,Canada’s largest export coal terminal, shipped a re-
cord 27.3 million metric tonnes or 30 million short tons in 2011. It recently
spent over $100 million in equipment upgrades, which will expand its capac-
ity to 33 million tonnes (36 million tons). U.S. export coal shipments from
Westshore reached a record 8.2 million tonnes (9 million tons) in 2011.3

»  Neptune — Neptune recently submitted a project permit application to Port
Metro Vancouver to expand the terminal’s coal handling capacity from ap-
proximately 8.5 to 18 million tonnes (9.4 to 19.8 million tons) per year.*

»  Ridley — Ridley has an annual shipping capacity of 12 million tonnes (13.2
million tons), but plans are currently underway to increase the annual capac-
ity to 25 million tonnes (27.6 million tons) by the end of 2014.°> Arch Coal
currently has a five-year agreement which gives Arch a throughput capacity
at the terminal up to 2.5 million tonnes (2.8 million tons) of coal for 2012
through 2015.°

Despite the significant planned increase in the annual throughput capacity (over 30 million
tons) associated with the three existing Canadian export coal terminals, two new massive U.S. export
coal terminals have been proposed and are currently being considered in the State of Washington to
meet anticipated large PRB export coal tonnage demands and goals at significantly reduced railroad
transportation costs. In addition to these massive new U.S. export coal terminals in Washington, the
permitting process is well under way for a coal transloading facility near Boardman, OR.

»  Cherry Point — The Gateway Pacific Terminal project near Bellingham, WA
(Cherry Point) would have a capacity of 48 million tonnes (52.9 million tons).”

»  Longview — The Millennium Bulk Terminals (MBT) project near Longview,
WA (Longview) would have a capacity of 44 million tonnes (48.5 million
tons).?

»  Morrow — The Morrow Pacific project, a planned export coal transloading
facility at Port of Morrow near Boardman, OR, would handle 8 million tonnes
(8.8 million tons) per year.

The proposed Cherry Point and Longview export coal terminals would be two of the largest
export coal terminals in North America and would have a combined capacity exceeding 100 million
tons per year. The three U.S. terminals -- Cherry Point, Longview and Morrow -- represent a total
planned capacity of approximately 110 million tons per year. As a result, the potential annual PRB
coal export volumes via PNW terminals are enormous.

In the past year, other export coal plans have been changed, revised, delayed, moved forward
and/or solidified and new proposals and plans have been announced and put forward. The plans
for two proposed terminals in Oregon, St. Helens and Coos Bay, and one in Washington, Gray’s
Harbor, have been scrapped or set aside for the time being, but plans for three new PNW export coal
terminals have emerged. The recently announced PNW export coal terminal plans are:

Heavy Traffic Still Ahead
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»  Fraser Surry — A new coal transfer facility has been proposed in the Van-
couver, BC near Fraser Surry Docks (Fraser Surry), which would involve
moving and transferring coal from trains to barges. They would carry the
coal to Texada Island, where it would be unloaded, stored and then trans-
ferred to deep-sea vessels for export. The planned volume is 4 million tonnes
(4.4 million tons).’

»  County Coal Ltd. Terminals — An Australian company, County Coal Lim-
ited, recently announced that it is in the “process of submitting plans” to
construct and build a 20+ million tonne (22+ million tons) capacity facility
in British Columbia (County Coal, BC) and a 10+ million tonne (11+ mil-
lion tons) facility in the northwest U.S. (County Coal, WA) to handle PRB
coal exports (the exact locations have not been disclosed).®

In addition to the changes in the PNW export coal terminal plans within the last year, several
recent related developments will likely affect initial and potential PRB to PNW export coal volumes
and rail traffic. The involved energy and transportation companies have also come forward with
additional information, studies and statements concerning the issue, partly in response to HTA 2012.

This report, “Heavy Traffic Still Ahead” (HTSA 2014), provides an update to HTA 2012 and
describes the current picture of the plans for coal production and rail movements from current and
proposed PRB mines and origins to existing and proposed PNW export coal terminals. Based on
revised plans and additional information that has become available, this report also reevaluates the
impacts that would result from railroad transportation of potential PRB to PNW export coal traffic.

This report primarily focuses on potential U.S. export coal traffic from PRB mines in
Wyoming and Montana to current and proposed PNW export coal terminals. As a result, the traffic
analyses included herein exclude PRB export coal movements to non-PNW terminals (such as
PRB export coal movements to Superior, Wisconsin or Gulf Coast posts such as Houston and New
Orleans), and non-PRB export coal movements to the PNW (such as Canadian metallurgical and
thermal coal movements and potential U.S. coal movements from Utah and Colorado).

This report discusses and analyzes two other groups of rail traffic related to coal exports from
the PRB to the Pacific Northwest: (1) potential related non-coal bulk rail movements to Cherry
Point and Longview, such as grain products, potash, and calcined petroleum coke; and (2) current
and potential railroad shipments of oil from the Bakken area in North Dakota and Montana to the
PNW. This rail traffic utilizes or would utilize many of the same rail routes as PRB to PNW export
coal traffic.

Heavy Traffic Still Ahead
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Executive Summary

»  BNSF’s shortest PRB to PNW railroad route movement is 1,135 miles, but
the potentially impacted area is extremely broad, covering a total rail distance
of over 4,000 miles.

»  Many of the impacted railroad line segments already have significant capacity
and congestion issues associated with current rail traffic, such as PNW import
and export intermodal container traffic and export grain railroad traffic.

»  Although there have been significant changes in PNW export terminal plans
since July 2012 when HTA was published, potential PRB to PNW export coal
volumes remain enormous.

»  Current PRB to PNW export coal volume has more than doubled since the
2012 edition, from 5 million tons to 11.86 million tons in 2013. The potential
5-year volume has also significantly increased, from 75 million tons to 98.92
million tons. The estimated 10-year potential volume remains approximately
the same, at 170 million tons.

»  The number of PRB to PNW loaded and empty export coal trains per day
could be as high as 27 to 36 trains per day in 5 years, and could reach between
47 to 63 trains per day in 10 years, if current coal export proposals come to
fruition.

> A major bottleneck is BNSF’s 70.5-mile line between Sandpoint, ID, and
Spokane, WA, which already has serious capacity issues and would feel the
full potential impact of added BNSF PRB to PNW export coal trains. This line
is commonly known as “The Funnel,” into which three major BNSF routes
to the PNW feed and receive rail traffic. This line currently handles nearly 50
trains per day. In 5 years, 26 to 35 coal trains per day could be added to this
line and this level could increase to 45 to 60 coal trains per day in a decade. In
addition, this line could see 22 trains per day of loaded and empty Bakken oil
trains moving to the PNW. As a result, rail traffic over this important bottle-
neck could easily double and exceed its current capacity of approximately 70
trains per day.

»  The 24.8 mile stretch between Huntley, MT, and Mossmain, MT (which tra-
verses Montana’s largest city, Billings) also represents a major bottleneck.
Currently, this line handles approximately 18 to 22 trains per day. In 5 years,
23 to 31 coal trains per day could be added to this line and this could increase
to 41 to 54 coal trains per day in a decade. In addition, this line could see
more than 10 trains per day of loaded and empty Bakken oil trains moving to
southern destinations. As a result, total rail traffic through Billings could more
than triple in a decade.

Heavy Traffic Still Ahead
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In addition to creating major rail bottlenecks and choke points, potential loaded and empty PRB
to PNW export coal trains would result in more rail congestion over many lines already congested or
facing constrained capacity, such as:

Spokane, WA to Pasco, WA (BNSF — 149.4 miles)

Pasco, WA to Vancouver, WA (Columbia River Gorge) (BNSF — 219.8 miles)
Spokane, WA to Everett, WA (Cascade Tunnel/Stevens Pass) (BNSF — 301.1 miles)
Mossmain, MT to Sandpoint, ID (MRL — 564.2 miles)

Shelby, MT to Sandpoint, ID (Hi-Line) (BNSF — 337.9 miles)

Mossmain, MT to Shelby, MT (BNSF — 322.9 miles)

»  Compounding the issues of traffic and congestion that would be caused by
increased coal shipments on the region’s rail system, potential BNSF railroad
movements of Bakken oil from North Dakota to PNW destinations would add
up to 22 trains daily.

»  The Federal government and BNSF have spent hundreds of millions of dollars
in upgrading BNSF’s infrastructure, which will help facilitate the movement
of coal from the PRB to the PNW, but state and local governments would
likely be forced to spend hundreds of millions more in related infrastructure
improvements to mitigate the adverse impacts of added coal traffic if the ports
are built, such as separated grade crossings, bridges, tunnels and by-passes.

» It is likely that hundreds of miles of railroad lines would require expansion
from single to double or even triple track if the export coal terminals are built
and fully utilized. Other railroad infrastructure, such as bridges, tunnels and
high-way crossings, would also need to be replaced or upgraded in order to
adequately, efficiently, and safely handle the expected traffic levels.

»  The voluminous and very profitable PRB to PNW export coal traffic and prof-
itable Bakken oil traffic to the PNW would consume most of the existing rail
capacity, which would displace traffic and result in higher freight rates for
other rail shippers.

» A variety of railroad freight shippers would likely be adversely impacted by
tightened rail capacity if the export coal terminals are built. Intermodal con-
tainer traffic and export grain traffic could experience higher freight rates,
deteriorating service and higher equipment costs.

»  Passenger and commuter rail traffic, including Amtrak’s Empire Builder,
which travels through the highly congested “Funnel” between Sandpoint and
Spokane, would likely be disrupted by increased rail congestion caused by an
increase in export coal trains.

Heavy Traffic Still Ahead
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Methodology and Purpose

The report looks at the potential impact associated with export terminals that are in the formal
application and permitting process, as well as announced expansions and new terminals, in Canada
and the United States. Since it is possible that not all the proposed terminals will be built, the report
analyzes the impacts on rail traffic if the proposed ports were operated at 75% of their capacity as
well as the impacts of operating at full capacity, in 2018 and 2023.

This report updates Heavy Traffic Ahead (2012) and is meant to complement that work, but it
does not reproduce all of the information in the earlier report.

This report does not attempt to answer the question of whether or not the proposed export coal
projects currently under review or being planned will be built. For example, this report does not
attempt to analyze the economics of the export coal market and future demand for U.S. coal. Instead,
this report evaluates and analyzes what the impacts would be on affected communities, existing rail
traffic, rail capacity, rail infrastructure and other rail shippers if these proposed export coal terminals
were built and handle the designed and projected coal volumes proposed by their developers.

Heavy Traffic Still Ahead
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Overview

The PRB to PNW export coal plans described in HTA 2012 have been changed, revised,
delayed, moved forward and/or solidified, and new proposals and plans have been announced and put
forward. Although these changes are significant, potential PRB to PNW export coal volumes remain
enormous. HTA 2012 estimated that: the current actual (2012) volume was approximately 5 million
tons; the potential volume in 5 years (2017) would be approximately 75 million tons; and, by the
next decade (2022), the potential volume could reach 170 million tons." In the last year, the picture
has become much clearer and potential tonnage figures can be refined. The following table (Figure 1)
summarizes current calculations of potential PRB to PNW export coal movements:

Figure 1
Summary of Potential PRB to PNW Export Coal Movements
(Millions of Short Tons)

Potential U.S. PRB Coal Tons Per Year To:

Item 2013 2018 2023
British Columbia Export Terminals 11.86 18.97 49.07
Washington Export Terminals 0.00 76.06 112.43
Oregon Export Terminals 0.00 3.89 8.82
Total PRB to PNW Export Coal Tons 11.86 98.92 170.32

As can be seen, the current PRB to PNW export coal volume has more than doubled (i.e., from
5 million tons to 11.86 million tons). The estimated 5-year potential volume has also significantly
increased (from 75 million tons to 98.92 million tons). The estimated 10-year potential volume
remains approximately the same (i.e., 170.0 million tons versus 170.32 million tons). These figures
exclude potential PNW exports of Canadian coal from the terminals in British Columbia, which
could add over 65 million tons.

These large potential PRB to PNW export coal volumes would result in the addition of many
more loaded and empty coal trains per day moving over existing rail routes from the PRB region to
the PNW. The estimated numbers of loaded and empty trains per day moving over the impacted rail
network are listed in the following table (Figure 2).
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Figure 2

Summary of Potential PRB to PNW Export Coal Trains Per Day

Item 2013 2018 2023
Annual Coal Tons (Millions of Short Tons) 11.86 98.92 170.32
Estimated Tons Per Train (125-Cars Per Train) 14,875 14,875 14,875
Loaded Trains Per Yr. (L.1/L.2) 797 6,650 11,450
Loaded Trains Per Day (L.3/365) 2.18 18.22 31.37
Empty Trains Per Day (L.4x1) 2.18 18.22 31.37
Total Trains Per Day (L.4+L.5) 4.36 36.44 62.74

After the release of HTA 2012,BNSF’s then-CEO Matt Rose made press statements indicating
that “only about eight loaded trains daily would pass through the Puget Sound region.”'> Mr. Rose
also indicated that “he expects there would be an additional eight to 12 coal-hauling trains — maybe
12 to 16 — running through the Columbia River Gorge to export facilities in the Northwest each
day.”® Mr. Rose’s estimates of 8, 12 or 16 trains per day neglect to include the returning empty coal
trains, which would be just as disruptive to communities as loaded trains, and also emit residual coal
dust.

Mr. Rose’s estimate of 8 loaded trains per day appears to be based on an annual export coal
volume of 50 million tons and the use of 150-car trains. The potential PRB to PNW export coal
volumes are significantly higher than 50 million tons per year (i.e. 98.92 to 170.32 million tons per
year). Moreover, the average train size is likely to be lower than 150-cars per train, since BNSF
current average coal train size is approximately 125-cars per train, and not all PRB coal origins and
PNW export coal terminals will have the capacity to handle 150-car trains.

As a result, if planned coal export projects are built, there would be significantly more than
eight total loaded and empty trains per day. Based on the projected capacity of the current and
proposed export coal terminal capacities and the proposed or estimated time-frames, in 5 years
(2018), the potential PRB to PNW loaded and empty export coal traffic could be as high as 36.44
trains per day and, in a mere decade (2023), could reach 62.74 trains per day.

As indicated in HTA 2012, BNSF would likely dominate the PRB to PNW export coal
transportation market over its extensive routes in Wyoming, Montana, Idaho, Washington and
Oregon, which cover over 4,000 rail miles. BNSF has several available routing options over its
extensive rail network. In addition, there would be many different possible origins and destinations.
As aresult, not all points along BNSF’s impacted routes would feel the full potential adverse impact
of up 62.74 trains per day. However, every day these loaded and empty trains (each between 1% and
1%2 miles long) would be somewhere on the rail network in or between the PRB and PNW areas.

Despite BNSF’s large rail network and available routing options, there is at least one apparent
major bottleneck which would likely feel nearly the full potential impact of the proposed increase in
export coal traffic: BNSF’s line between Sandpoint, ID, and Spokane, WA, which is the neck of “The
Funnel” in Washington and already has serious capacity issues.
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Several of BNSF’s available routing options involve lines which are already constrained and
operating at, near or over capacity. Thus, even the addition of only a few trains would likely result in
serious capacity issues over many BNSF lines. This report includes an analysis of the likely impacted
line segments and includes estimates of the potential number of loaded and empty trains per day.

The added loaded and empty export coal trains would adversely impact many environmentally
sensitive areas, such as the major population centers of Spokane, WA, and Billings, MT, and
protected areas such as Glacier National Park. The added trains would likely result in increased traffic
accidents (including personal injuries and deaths), blocked automobile and pedestrian traffic, added
train and horn noise, and added pollution from coal dust and diesel exhaust.

In addition to potential adverse environmental and safety impacts, the added export coal trains
would have significant economic impacts. There would be economic benefits for the coal companies
and BNSF in the form of billions of dollars in added annual revenues. Proponents argue that coal
exports would create jobs and result in added tax revenue. Proponents’ arguments, however, virtually
ignore the potential adverse economic impacts, such as the costs of traffic congestion, health impacts,
and the costs of building infrastructure to reduce traffic congestion and safety hazards.

The Federal government and BNSF have spent and plan to spend hundreds of millions of
dollars in upgrading BNSF’s infrastructure, which would help facilitate the movement of coal from
the PRB to the PNW. If proposed coal export projects are built and result in increased coal traffic,
state and local governments would likely be forced to spend hundreds of millions more in related
infrastructure improvements to mitigate the adverse impacts, such as the construction of separated
grade crossings, bridges, tunnels and by-passes. In most cases the impacted local communities have
had little input into the location, design and spending of the planned infrastructure improvements.

Other railroad freight shippers would likely be adversely impacted from the tightening of rail
capacity if coal traffic increases. Import and export intermodal container traffic and export grain
traffic, which represent the largest railroad traffic groups currently moving to and from the PNW,
could be adversely impacted by higher freight rates and a deterioration of service. In fact, there has
already been a deterioration of service due to rail maintenance and improvements associated with the
potential increase in rail traffic, which appears to have caused serious delays for shippers for the Fall
of 2013.

It is simple economics. The cost-efficient, voluminous and very profitable export coal traffic
and profitable Bakken oil traffic would consume most of the existing rail capacity. As rail capacity
became more constrained and capacity was tightened, the railroad rates charged intermodal and grain
shippers for the use of any remaining capacity would likely increase. Moreover, as the rail capacity
tightens, many smaller and less profitable rail shippers would likely be displaced off rail to the
highways, which would result in more trucks on the highways.
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Updated Potential Annual PRB to
PNW Export Coal Tons

Figure 3 summarizes the updated potential annual PRB coal volumes to the various existing
and proposed PNW export coal terminals for three periods, 2013, 2018 and 2023:

Figure 3
Potential Annual PRB to PNW Export Coal Tons
(Millions of Short Tons)

Potential U.S. PRB Coal Tons Per Year (Millions)
PNW Export Coal Terminal
2013 2018 2023
Roberts Bank, BC — Westshore 9.10 14.56 18.20
N. Vancouver, BC — Neptune 0.00 0.00 0.00
Prince Rupert, BC — Ridley 2.76 0.00 0.00
Vancouver, BC — Fraser Surrey 0.00 4.41 8.82
Vancouver Area, BC — County Coal 0.00 0.00 22.05
Total To British Columbia Terminals 11.86 18.97 49.07
Bellingham , WA — Cherry Point 0.00 27.56 52.91
Longview, WA — MBT 0.00 48.50 48.50
Longview Area, WA — County Coal 0.00 0.00 11.02
Total To Washington Terminals 0.00 76.06 112.43
Boardman, OR — Morrow 0.00 3.89 8.82
Total To Oregon Terminals 0.00 3.89 8.82
Total PRB to PNW Export Coal Tons 11.86 98.92 170.32

The 2018 and 2023 calculations assume operations at full (100%) capacity. With recently
announced changes, PRB to PNW export coal shipments could be approximately 99 million tons per
year by 2018 and could exceed 170 million tons by 2023.

It should be noted that these annual tonnage figures exclude export coal shipments from
Canada. Although Neptune and Ridley may not handle as much PRB coal if Longview and Cherry
Point were built, they are likely to operate at near full operating capacity (19.8 million tons for
Neptune and 27.6 million tons for Ridley) moving Canadian coal. The volumes to Westshore, which
will have an annual capacity of 36 million tons, also exclude potential Canadian coal movements. If
the potential export Canadian coal volumes are added, the potential PNW export coal volumes could
exceed 235 million by 2023.
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Recent Related Developments

In addition to changes in plans to build and expand the PNW export coal terminals, there have
been several related developments in the past year which could impact potential PRB to PNW export
coal railroad traffic and the affected railroad routes:

Tongue River Railroad

One of the most significant recent developments was the renewal of long-delayed plans for, and
the change in ownership in, the Tongue River Railroad Company, Inc. (TRRC) in Montana. TRRC
proposes to construct a new rail line to access a new proposed strip mine in Montana.

TRRC is now co-owned by BNSF, Arch, and candy billionaire and rancher Forrest Mars, Jr.'*
On October 16, 2012, TRRC filed a revised application with the U.S. Surface Transportation Board
(STB). TRRC first proposed to construct and operate an approximately 83-mile rail line between
Miles City, Montana, and two ending points near Ashland, Montana. On December 17, 2012, TRRC
filed a supplemental STB application, in which it changed its preferred alignment to the 42-mile
Colstrip Alternative, which provides a shorter route to PNW destinations.

After over 30 years in financial and regulatory limbo, the TRRC construction plans have been
revived and significantly revised shifting toward the potential PRB to PNW export coal market.
BNSF would operate and maintain the Tongue River Railroad. Arch owns the proposed Otter Creek
coal mine that TRRC would serve. TRRC estimates that it would originate approximately 20 million
tons per year from the Otter Creek mine, but the potential coal volume off the Tongue River Railroad
could eventually be double that number."

In 2011, Arch acquired a 38% interest in the proposed Longview export coal terminal, which
would be served by its TRRC partner, BNSF (Ambre owns the remaining 62%).!® Arch’s other PRB
mines are Black Thunder and Coal Creek, which are on the southern end of the BNSF/UP “joint-
line” in Wyoming and would involve a greater distance to Longview and other PNW terminals."

Cloud Peak & Cherry Point Agreement

In February 2013, Cloud Peak, which owns and operates the Spring Creek Mine in Montana
and other PRB coal assets, announced an agreement with SSA Marine to ship 16 million tonnes per
year (17.6 million tons) from the proposed Cherry Point terminal.'® Peabody was Cherry Point’s first
customer and had already reached an agreement to move up to 24 million tonnes (26.5 million tons).
As a result, over 44 million tons are already committed to Cherry Point.

Ambre/Cloud Peak Decker Litigation

Ambre is an Australian company founded in 2005 by a Polish geologist named Edek Choros."
Ambre owns 62% of the capacity of the proposed Longview terminal (Arch owns the remaining
38%) and 100% of the proposed Morrow facility. Ambre’s export coal capacity through these
proposed terminals, if built, would represent a total of 38.9 million tons per year.
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Ambre also owns 50% of the Decker mine in Montana with Cloud Peak, one of the largest
U.S. PRB coal producers. Decker’s production has fallen in recent years (down to 2.8 million tons in
2012), but it is capable of producing over 10 million tons per year.’ In July 2012, Cloud Peak sued
Ambre (the mine’s manager) alleging that Ambre’s export plans for the Decker Mine were developed
without Cloud Peak’s approval and asking the court to remove Ambre as the mine’s manager. Cloud
Peak alleged that Ambre has engaged in “various self-dealing transactions” designed to give Ambre
a “disproportionate share” of profits on Asian sales.?! Cloud Peak had planned on closing Decker, but
Ambre plans on expanding production and claims there are 152 million tons of remaining reserves.?
Ambre claims in a countersuit that Cloud Peak is trying to close Decker in order to eliminate
competition for its nearby Spring Creek Mine, which has increased production in recent years in part
due to more coal exports to Asia.

In December, 2012, Ambre and Cloud Peak announced an agreement to settle the litigation
regarding Decker, under which Ambre would acquire Cloud Peak’s 50% interest in Decker and
Ambre would give Cloud Peak 5 million tonnes of capacity (5.5 million tons) at Longview. In May,
2013, the parties announced they were renegotiating the agreement, but, to date, a final settlement
has not been reached.” This agreement would leave approximately 15.6 million tons in remaining
capacity at Longview (total proposed capacity at Longview is 48.5 million tons per year).

Cloud Peak’s Youngs Creek & Crow Tribe Agreements

In July 2012, Cloud Peak announced its acquisition of Youngs Creek Mining Company (Youngs
Creek) and related assets, including 450 million tons of coal reserves, for $300 million.>* Youngs
Creek, a permitted but undeveloped surface mine, lies north of Sheridan, WY, close to the Montana
border. A few weeks later, Cloud Peak announced an agreement with the Crow Tribe of Indians
involving coal exploration rights and an option to lease an estimated 1.4 billion tons of coal reserves
in Montana. Colin Marshall, CEO of Cloud Peak, stated: “The significant coal and surface assets
we acquired position Cloud Peak Energy well for future growth in our Asian exports as additional
terminal capacity becomes available.”?® The proposed Youngs Creek mine’s production has been
estimated to be 15 million tons per year.?

Expansion & Proposed Sale of Ridley Terminals

The Ridley terminal at Prince Rupert, BC, is currently undergoing a major capacity upgrade
and will soon be able to handle 27.6 million tons of coal per year.?”” Currently, because of its remote
location and long railroad distance to the PRB, it is unlikely that much PRB coal would move via
Ridley, especially if Cherry Point and Longview are approved. If either the Cherry Point or Longview
permits are denied or even delayed, however, Ridley and Westshore could become options, which
could attract a PRB coal company as a buyer of Ridley.

BNSF’s Expansion of Bakken Oil Capacity

In September, 2012, BNSF announced that it had increased capacity in 2012 to enable the
railroad to haul one million barrels per day (365 million barrels per year) out of the Williston Basin
in North Dakota and Montana. BNSF indicates that it “has been hauling Bakken crude out of the
Williston Basin area for over five years. In that time, we have seen the volume increase nearly 7,000
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percent, from 1.3 million barrels in 2008 to 88.9 million in 2012.” 2 At an average of 70,000 barrels
per train, BNSF’s 1 million barrel per day capacity would equal 14.29 loaded and 14.29 empty
trains per day or 28.58 total trains per day. In addition, there is a significant amount of related in-
bound traffic, such as frac sand. BNSF states that it “ships more than 15 million tons of sand and
construction products for drilling every year.”?

A significant amount of this Bakken oil railroad traffic currently moves over the same BNSF
rail lines which would be impacted by the increase in PRB to PNW export coal movements and, with
the completion of the proposed Vancouver, Washington oil terminal, even greater amounts would
move over these lines to the PNW.

Vancouver Washington Oil Terminal

In July 2013, Port of Vancouver commissioners approved leasing land for a crude oil terminal
along the Columbia River northwest of Vancouver. The proposal by Tesoro Corp. and Savage
Companies calls for investing up to $100 million in a 42-acre terminal that would handle as much
as 360,000 barrels of crude oil per day, which would arrive by rail from the Bakken area in North
Dakota and Montana and be stored in large tanks before being loaded aboard ships and barges for
trips to West Coast oil refineries. U.S. law currently prohibits crude oil from being exported.** BNSF
indicates that the average oil unit train carries about 70,000 barrels of crude, which, at 360,000
barrels of crude per day, would equal 5.14 loaded and 5.14 empty trains per day for the Tesoro-
Savage proposal (in addition to other Bakken oil trains moving to other PNW destinations) moving
along most of the same rail routes which would be used to move PRB export coal to the PNW
terminals, including along the Columbia River Gorge.

Lac-Mégantic Train Derailment

On July 6, 2013, a 73-car train transporting Bakken crude oil from North Dakota derailed
and exploded killing 47 people in Lac-Mégantic, Quebec. The accident remains under investigation
by Canadian authorities, but it raised serious questions regarding the rail transportation of Bakken
crude and will likely impact the handling and routing of Bakken oil shipments to Vancouver and
other PNW destinations, which would move over many of the same congested lines as export coal
shipments to the PNW.*! A similar derailment of a Bakken oil train, such as a derailment along the
Columbia River Gorge, could cause significant environmental damage.

Casselton, North Dakota Explosive Derailment

The explosive derailment of an oil train near Casselton, North Dakota, December 30, 2013
was the fourth major spill in the last twelve months and provides a stark reminder of the hazards
of moving oil via rail. In fact, according to data from the Pipeline and Hazardous Materials Safety
Administration, more crude oil was spilled in U.S. rail incidents last year than was spilled in the
nearly four decades since the federal government began collecting data on such spills. Federal
investigators have determined that 400,000 gallons of oil was lost in the December 30th derailment/
crash and fire in North Dakota.
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Including major derailments in Alabama and North Dakota, more than 1.15 million gallons of
crude oil was spilled from rail cars in 2013. The federal data does not include incidents in Canada
where oil spilled from trains. Canadian authorities estimate that more than 1.5 million gallons of
crude oil spilled in Lac-Megantic, Quebec, on July 6, when a runaway train derailed and exploded,
killing 47 people.

On January 2, 2014, a safety alert was issued by the U.S. Department of Transportation
warning the public, emergency responders and shippers about the potential high volatility of crude
from the Bakken oil patch.

The BNSF is ramping up to move over 90% of the estimated 1,000,000 barrels per day of
production coming out of the Bakken fields.

Figure 4
Casselton, North Dakota Oil Train Derailment

Photo used with permission: Ann Arbor Miller/Greenpeace

These recent developments have helped clarify the picture of potential railroad movements of
PRB to PNW export coal. For example, several potential railroad movements can now be identified,
such as Spring Creek to Cherry Point and Otter Creek to Longview. However, the details associated
with many aspects remain unknown, such as how much traffic is projected to move over certain
routes.

These recent related developments make it clear that the potential for heavy railroad traffic over
BNSF’s extensive routes from the PRB coal area to the PNW area is still ahead.
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Related Capital Improvement Projects

In addition to the large capital expenditures directly associated with the proposed export
coal terminals (e.g., an estimated $600 million for Longview and $655 million for Cherry Point)
and proposed new PRB origins (e.g., $472 million for the construction of the TRRC rail lines),
hundreds of millions of dollars in private and government spending are going to related infrastructure
improvement projects.

BNSF Improvement Projects

On August 19, 2013, BNSF announced that it “plans to invest an estimated $125 million
on maintenance and rail capacity improvement and expansion projects in Washington this year.”
BNSF’s 2013 capacity enhancement projects in Washington include construction of two receiving
and departure tracks nearly 7,000 feet long at BNSF’s Delta yard in Everett, expanding BNSF’s
automotive distribution facility at Orillia to support growth in new automobile traffic, as well as
signal upgrades for federally mandated positive train control (PTC). BNSF will also continue a
significant track maintenance program in Washington, which will include nearly 2,800 miles of track
surfacing and undercutting work, the replacement of about 175 miles of rail and 110,000 railroad
ties.* BNSF also announced a $115 million capital program in Montana.** Although many of the
specific details regarding BNSF’s recently announced capital programs in Washington and Montana
have not been provided, many of these projects are related to BNSF’s planned PRB to PNW export
coal movements — yet these potential export coal movements are not mentioned in BNSF’s capital
program announcements. BNSF can allocate its capital spending without transparency and, in most
cases, it does not require federal or state approval for such spending. Transparency, however, is
critical for capital projects that will ultimately require federal and state funding.

BNSF / WSDOT Agreement

On July 28, 2011, the Washington State Department of Transportation (WSDOT) and BNSF
signed an agreement which cleared the way for work to begin on rail improvements that ultimately
will “generate hundreds of jobs and improve Amtrak Cascades service between Seattle and
Portland.”** The agreement allowed WSDOT to begin using some of nearly $800 million in Federal
grants it received as part of the 2009 American Recovery and Reinvestment Act (ARRA) High-
Speed-Rail grants administered by the Federal Railroad Administration (FRA), and state funds, for
rail-related projects in Washington.

Most of these projects obtained federal and state funding under the guise of “enhancing rail
safety” and “relieving rail congestion” in order to “improve Amtrak Cascades service.” PRB to PNW
export coal movements, which would significantly add to rail congestion in Washington, are never
mentioned in the WSDOT’s project descriptions or justifications.

For example, one of the largest such projects is Kelso Martin’s Bluff - Kelso to Longview
Junction, which is using $123 million in Federal ARRA funding. The massive Kelso Martin’s Bluff
- Kelso to Longview Junction project involves the rehabilitation of approximately 14 miles of BNSF
track between Kelso and Kalama, Washington, the construction of a new third main track near
Longview and construction of a new railroad bridge over the Coweeman River. WSDOT states:
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“Improvements will allow Amtrak Cascades trains to move around slower-moving
freight trains that enter and exit the rail yard at Longview Junction. The reduced con-
gestion helps passenger trains maintain higher speeds and arrive at their destinations
on time. Passenger train reliability will be much improved and the additional infra-
structure can accommodate additional daily round trips planned in the corridor. This
work is part of WSDOT’s High-Speed Rail Program that will increase the frequency
and reliability of Amtrak Cascades service between Seattle and Portland.”

The following table (Figure 5) is a partial list of publicly-funded rail projects in Washington.
Although most of these publicly-funded improvements in Washington could improve Amtrak service,
it is also true that most, if not all, of the improvements (such as the aforementioned Kelso Martin’s
Bluff - Kelso to Longview Junction project) would significantly help BNSF facilitate the movement
of coal to the proposed PNW export terminals, and could help BNSF and the other involved
companies reap billions of revenue dollars and profits. This potential economic benefit to BNSF is
never mentioned by BNSF or in WSDOT’s descriptions of the publicly financed projects.
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Figure 5

Publicly-Funded Rail Projects in Washington3:

. . __ Budget

Project Name Project Description (Millions)
Advanced Wayside Signal Upgrade BNSF wayside signal systems components,
System sidings and turnouts $60.7
Corridor Reliability Supple- Primarily slope stabilization of BNSF route between
mental Work Everett and Seattle, WA $16.1
Corridor Reliability Upgrades | Track upgrades to the BNSF tracks between Everett and
North Blaine, WA $54.0
Corridor Reliability Upgrades | Track upgrades to the BNSF tracks between Tacoma, WA
South and Portland, OR $91.8
Blaine Swift Customs Facility | New 9,000 feet main BNSF track $8.5

Extend BNSF Mount Vernon Siding track for 8,000-ft.
Mt. Vernon Siding Extension | freight trains $10.6
New BNSF storage tracks long enough to accommodate
Everett Storage Tracks 7,000-ft.-long trains $3.5
King Street Station Track Reconfiguring connections and upgrading switches to
Improvements the BNSF main line $50.0
Tacoma - Bypass of Point Reroute passenger trains from BNSF freight line to an
Defiance inland route $89.1
Kelso Martin’s Bluff - Toteff
Siding Extension New BNSF rail siding near Kalama $36.5
Kelso Martin’s Bluff - New Upgrade approximately 3.8 miles of BNSF railroad siding
Siding near Kalama S34.7
Kelso Martin’s Bluff - Kelso Improve 14-mile section of BNSF track between Kelso
to Longview Jct and Kalama $123.0
Vancouver - Bypass & W.
39th Street Bridge Vancouver rail yard bypass and W. 39 St. Bridge $150.4
North Spokane Corridor -
BNSF Realignment Realign 7.5 miles of BNSF track $34.8
Spokane BNSF Railroad Tun-
nel BNSF concrete arch tunnel east of Market Street $36.8
Total $800.5
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Other Related Mitigation Projects

The billions in planned BNSF and publicly financed capital expenditures for railroad
improvements discussed above would facilitate the rail movement of export coal and Bakken oil.
In order to adequately mitigate the adverse impacts that would be felt by many communities and
environmentally sensitive areas along the route if proposed coal export projects come to fruition,
however, many more billions would likely be required. Figure 6 provides a list some of these
mitigation projects which have been identified, to date.

Other Related Mitigation Projects in Washington, Montana and Wyoming3¢

Figure 6

Project Location Project Description Estlm'at'ed Cost
(Millions)

Sheridan, WY Track reroute around the city. $156 to $169
Billings, MT Underpass or Overpass of 27t St. or track reroute. $18 to $150
Livingston, MT Underpass at Star Rd. $8.7
Helena, MT Overpass at Montana Ave. S13
Missoula, MT Underpass or Overpass near Rattlesnake Creek area. n/a
Seattle, WA South Lander St. overpass. S75
Seattle, WA Broad St. underpass. $25
Edmonds, WA SR 104 underpass. $80
Marysville, WA New off-ramp 1-5 to SR 529. S50
Marysville, WA Expansion of interchange at 1-5 and 116%™ St. NE. $S42
Mt. Vernon, WA Overpass/underpass at Kincaid St. and College Way. $40
Burlington, WA Overpass of Rio Vista Ave. S40

The estimated costs associated with these identified local mitigation projects would represent
just a drop in the bucket of the total costs that would be necessary to effectively mitigate all of the
potential adverse impacts that would be caused by increased coal exports.

Although the stakeholders (primarily BNSF and the coal companies) and the federal and
state governments have spent and plan to spend hundreds of millions of dollars on infrastructure
improvements, those improvements were primarily designed to facilitate the movement of PRB
to PNW export coal, and would do little to mitigate the significant adverse impacts that would
be felt by local communities and environmentally sensitive areas. In most cases, these impacted
local communities have had little input into the location, design and spending of any planned

improvements.
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Proponents

In the past year, railroad and coal companies have been promoting purported economic benefits
of the proposed PNW export coal terminals:

»  Alliance for Northwest Jobs & Exports — Coal and transportation compa-
nies formed a group called the Alliance for Northwest Jobs & Exports (ANJE).
BNSEFE, UP, Ambre, Arch, Cloud Peak, Peabody, SSA Marine and other com-
panies which would benefit from an increase in PRB to PNW coal exports are
ANJE members. ANJE maintains that coal exports will create 4,823 direct
jobs at Cherry Point, Longview and Morrow and 7,062 “indirect & induced”
jobs for a total of 11,885 jobs. ANJE also maintains that PNW exports will
generate “$25 million” in new state and local taxes.”’

»  Spring Creek Expansion Report — In October 2012, proponents released
a report by Patrick M. Barkley of the University of Montana, titled The Eco-
nomic Impact of Increased Production at the Spring Creek Mine, which pur-
ports to analyze “the employment, income, production, and other economic
flows that would result from a hypothetical 20 million tons per year increase
in mine output.” (Current production at Spring Creek is approximately 19
million tons).*®

»  Washington Farm Bureau Report — A recent report sponsored by the
Washington State Farm Bureau (also an ANJE member), titled Coal Exports
From The Pacific Northwest And The Economic Growth Of The Northwest
Economy, (June, 2013) maintains that there would be economic benefits for
agricultural shippers associated with the increase in railroad coal traffic in
Washington.*

These statements and reports conclude that the proposed coal export projects would have
net benefits, without analyzing or even discussing the costs of environmental, health, traffic and
safety problems caused by mining, loading, moving, transporting, unloading and exporting the coal.
Certainly, some temporary construction jobs and a limited number of jobs at the terminals would be
created and taxes would be generated, but at what cost? What would be the costs of environmental
impacts? Which cities and towns would be impacted and how much coal traffic would be expected?
Related rail traffic congestion, automobile traffic delays, environmental issues and mitigation would
all cost money. How much would it all cost compared to the $25 million in tax revenue predicted
by ANJE? Who would pay? The question many continue to ask is: “Is it worth it?” These and other
questions should be considered by affected communities and concerned parties. The proponents
promote the potential jobs and tax revenue, but have been less than forthcoming with information that
would help communities evaluate the costs.

BNSF maintains that there is ample rail capacity to handle the influx of coal traffic and that
the adverse results associated with congestion would be minimal, but has been silent concerning
the exact coal export traffic levels it is planning for, the routes that would be utilized and the
communities that would be affected. For example, BNSF maintains that it has “three major east west
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routes through Washington and the exact routing would depend on several factors, such as customer
needs, weather and freight volume.”® After the release of HTA 2012, BNSF’s CEO Matt Rose made
press statements that “only about eight loaded trains daily would pass through the Puget Sound
region.”#! Yet, the proposed Cherry Point and Longview projects alone would need 18 loaded and 18
empty trips per day at full projected capacity.*

Some additional traffic and routing information has become available. For example, Montana
Rail Link (MRL), which provides a vital routing option for BNSF in Montana, announced that
capacity restrictions limit the number of BNSF export coal trains it can handle.** BNSF is now
moving significant rail volumes from and to the Bakken oil field in North Dakota and Montana,
which will add to the rail congestion in the region.

In the preparation of this report, WORC submitted a series of questions to BNSF, UP and MRL
concerning the potential export coal traffic and the impacted rail routes which would be utilized.
MRL and UP responded to WORC’s letter. These letters are attached as Appendix 1.

MRL responded by forwarding WORC’s request to BNSF with the following statement: “We
would greatly appreciate BNSF Railway responding to the request as Montana Rail Link is not the
originating carrier and cannot accurately forecast potential volume for shippers that are not located
on our railroad.” MRL would play a major role in PRB to PNW coal exports as it has the shorter
route to Spokane, Washington. MRL’s rail lines go through many populated areas such as Helena, the
state capitol, and Missoula, Montana. The vast majority of PRB to PNW coal trains would move over
MRUL’s line from Billings to Mossmain, Montana. Despite these facts, MRL itself, like most of the
public, appears to have been kept in the dark by BNSF in regard to the potential increase in PRB to
PNW export coal traffic.

UP responded to WORC with a letter which indicated that the potential PRB to PNW coal
trains would not result in the congestion of UP’s routes. UP confirmed that it may interchange PRB
coal with BNSF at Spokane and indicated that its lines would not be congested. While it may be true
that PRB export coal trains to Morrow would not result in the congestion of UP’s line from Spokane,
the PRB trains bound for Morrow will certainly add to the congestion on BNSF’s lines from the PRB
to Spokane.
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PRB to PNW Export Coal
Transportation Market

BNSF would originate and terminate the vast majority of PRB to PNW export coal movements.
BNSF serves the majority of the PRB mines as well as serving both Cherry Point and Longview.
Economics favor BNSF’s PRB coal origins, which involve the shortest rail distances to the various
PNW export terminals. BNSF has several routing options in Montana and Washington which could
be utilized for PRB to PNW export coal movements. Economics favor the shortest available route,
but the large projected annual coal volumes, current railroad traffic levels and current capacity
constraints would likely result in BNSF’s utilization, to some extent, of all of its available routing
options, covering over 4,000 miles of railroad line.

BNSF is making a substantial investment into Longview with construction of new lead tracks.
UP also serves Longview and solely serves Morrow. UP could originate PRB coal and obtain a
larger export coal market share by utilizing its longer, but less congested, southern routes. A detailed
evaluation of these southern UP routes was not included as part of this study. Any use of UP’s
expansive southern routes from the PRB to the PNW would significantly broaden the adverse impact
of increased rail traffic over a larger area and through more communities.

Initially, Ambre projected that 60 million metric tons (66 million short tons) would move via
Longview, but subsequently lowered the projection to 44 million metric tons (48.5 million short
tons). UP had hoped to capture a large share of the Longview market. However, UP has grown “wary
of possible environmental restrictions” associated with PNW exports and is “exploring the potential
of exporting coal through the Port of Guaymas in northwest Mexico,” as well as Long Beach and
Houston.*

While the PNW export terminals remain an option for UP, it appears that UP is focusing its
efforts on other ports, as is indicated in the following slide from a UP 2012 presentation to Citi
Global Industries:*
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Figure 7
UP Slide Showing Current/Potential Export Coal Flows
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One viable option for UP coal movements to the PNW export terminals would involve
movements from the Black Butte mine in Wyoming to Morrow and/or Longview. Technically, Black
Butte is not in the PRB area. It is in southern Wyoming, off of the congested BNSF/UP joint line.
Ambre, which owns 62% of Longview and 100% of Morrow, also owns 50% of Black Butte, which
currently produces approximately 3.4 million tons per year, can produce up to 4 million tons per year,
and is increasing its production capacity.* A recent Ambre presentation indicates that the rail distance
from Black Butte to Longview is only 1,039 miles via UP compared to 1,305 miles from Decker,
which is served by BNSF and is co-owned by Ambre with Cloud Peak.¥

In addition to originating coal from Black Butte and other non-PRB UP origins, UP could
eventually serve a role as a congestion-reliever for BNSF, by delivering coal to Longview and Morrow
via the Spokane interchange. Although the use of UP for coal movements from Spokane could help
alleviate some congestion of BNSF’s lines in central and western Washington, any Longview coal
traffic handled by UP would result in more coal traffic moving through Portland, Oregon.
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Train Sizes & Trains Per Day

An analysis of the STB’s 2011 Public Waybill Sample indicates that PRB coal trains average
approximately 125 cars per train and carry approximately 14,875 loaded tons per train. Each loaded
and empty 125-car train is over 1% miles long. In 2006, BNSF began using 150-car unit coal trains
for a limited number of domestic unit train coal movements. Based on the average load per car
of 119 tons, a loaded 150-car unit coal train carries approximately 17,850 loaded tons per train
and is over 1¥2 miles long. Although Cherry Point and Longview are being planned to eventually
accommodate 150-car trains, the train size utilized for PRB to PNW export coal movements would
depend on several factors, including the origin and destination track capacity and weight and train
size restrictions along the utilized routes.

The following table (Figure 8) shows the number of loaded and empty trains associated with
various annual volumes of coal moved using either 125-car or 150-car trains:

Figure 8
Trains Per Day Based on 125-Car and 150-Car Trains at Various Tonnage Levels

Annual Based on 125-Car Trains (14,875 Tons) | Based on 150-Car Trains (17,850 Tons)
Tons Loaded Empty Total Loaded Empty Total
1,000,000 0.18 0.18 0.36 0.15 0.15 0.30
5,000,000 0.92 0.92 1.84 0.77 0.77 1.54
10,000,000 1.84 1.84 3.68 1.53 1.53 3.06
25,000,000 4.60 4.60 9.20 3.84 3.84 7.68
50,000,000 9.21 9.21 18.42 7.67 7.67 15.34
75,000,000 13.81 13.81 27.62 11.51 11.51 23.02
100,000,000 18.42 18.42 36.84 15.35 15.35 30.70
150,000,000 27.63 27.63 55.26 23.02 23.02 46.04
170,000,000 31.31 31.31 62.62 26.09 26.09 52.18

As previously indicated, BNSF’s CEO Matt Rose made press statements which indicated
that “only about eight loaded trains daily would pass through the Puget Sound region.” Mr. Rose
neglected to include the empty trains, which, like loaded trains, will result in added traffic congestion,
pollution and noise. Mr. Rose’s 8 trains per day estimate is significant for several reasons.

First, the STB has a statutory 8 trains per day threshold for the review of environmental
impacts on the existing system, which it has applied in cases, such as FD Docket No. 33407, Dakota
Minnesota & Eastern Railroad Corporation--Construction And Operation--In Campbell, Converse,

Niobrara, And Weston Counties, WY, Custer, Fall River, Jackson, And Pennington Counties, SD
And Blue Earth, Nicollet, And Steele Counties, MN (DM&E). The STB’s 8 trains per day threshold,

however, is based on both loaded and empty trains.
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Second, it appears that Mr. Rose based his 8 loaded trains per day estimate on the use of 150-
car trains, which would equal an annual PRB to PNW volume of approximately 50 million ton per
year.

As also noted, Cherry Point and Longview alone will have the capacity to handle over 100
million tons per year. Based on 150-car trains and 100 million tons, the loaded and empty trains
would equal 30.7 loaded and empty trains per day -- significantly more than Mr. Rose’s 8 trains per
day estimate.

Third, Mr. Rose’s 8-train estimate is very close to the remaining capacity of the east-west lines
in Washington, many of which, according to a 2006 report of the Washington State Transportation
Commission, are congested or constrained.*® For example, the report estimated that BNSF’s key
line from Wishram to Vancouver averages 28 trains (loaded and empty) per day and has a 36 train
capacity, which leaves 8 trains of remaining capacity. The report also indicated that this line, along
with several others, will exceed practical capacity by 2015.

The traffic analyses included herein were based on the use of 125 cars per train, which is
approximately BNSF’s current average unit coal train size. Larger 150-car trains could eventually be
utilized in PRB to PNW coal movements. As indicated in Figure 8, the use of 150-car trains would
lower the numbers of trains per day. It is important to note, however, that whether 125-car or 150-
cars unit coal trains are utilized, the same number of railroad cars per day would be moving over the
impacted railroad routes. There may be fewer trains with the use of 150-car unit trains, but the trains
would be longer (i.e., approximately 1¥2 miles versus 1% miles long) and thus could result in longer
delays.
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Current and Proposed PNW Export
Coal Terminals

In the past year, export coal terminal plans have been changed, revised, delayed, moved
forward and/or solidified and new proposals and plans have been announced and put forward. The
plans for two proposed terminals in Oregon, St. Helens and Coos Bay, and one in Washington, Gray’s
Harbor, have been scrapped or set aside for the time being, but plans for three new PNW export coal
terminals have emerged. The following describes the current and proposed export coal terminals.

Westshore

Westshore is approximately 20 miles south of Vancouver, BC, near the U.S. border, and has
been in operation since 1970. Westshore is Canada’s largest export coal facility, with capacity and
volumes “easily surpassing the combined total coal exports of all other Canadian facilities.”* In
recent years, Westshore has invested millions in equipment enhancements, which has enabled it
to significantly increase its annual throughput.® In 2011, Westshore handled a record 27.3 million
tonnes (30.6 million short tons) and loaded 277 ships.* Westshore’s actual throughput has exceeded
stated capacity in recent years. Westshore recently announced that it had completed an upgrade in
2012, which increased capacity to 33 million tonnes or 36.4 million short tons. Westshore’s recent
upgrades have been part of an effort to attract and move more coal from U.S. PRB origins. In its 2012
Annual Report, Westshore states:

“The significant growth from 2009 to 2012 in the throughput destined for Asia from
16.3 to 20.7 million tonnes was as a result of significant increases in shipments to Ko-
rea where the increase was principally in shipments of thermal coal. Increased ship-
ments of thermal coal were due to the success of producers in the Powder River Basin
in Montana and Wyoming in selling coal into the international market* (page 8).

Currently, Westshore has contracts to ship coal from Canadian origins, which consumes much
of its capacity. The largest such contract is with Teck Resources Limited (Teck), a large Canadian
resource company. In March 2011, Teck announced that it had reached agreement with Westshore for
the shipment of coal from Teck’s mines in British Columbia and Alberta for a four year term (April 1,
2012 to March 31, 2016), under which Teck is initially shipping 16 million tonnes (17.6 million tons)
per year and will ship larger amounts in subsequent years.*>

Westshore recently renewed a contract with Coal Valley Resources (Coal Valley) which
allows Coal Valley to export up to 3 million tonnes per year (3.3 million tons) of thermal coal
from Westshore up until the end of first quarter 2022.5* In March 2011, Westshore reached a new
agreement with Grande Cache Coal Ltd. (Grand Cache) to ship coal from its Canadian origins
through March, 2022.3* Grand Cache has a production capacity of 3 million tonnes (3.3 million tons)
per year.> Consequently, approximately 24.2 million tons of Westshore’s 36.4 million ton capacity,
or about 66%, is committed to Canadian coal from Teck, Coal Valley and Grand Cache. However,
Teck’s contract will expire in 2016, which will free up a significant amount of capacity unless it is
renewed.
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Westshore indicates that U.S. coal shipments, which started in 2009, have significantly
increased in recent years. In 2012, 8.6 million tons moved from U.S. coal origins to Westshore.
This represents a slight reduction from the 2011 level, which was a record 9 million tons. Westshore
indicates that it experienced two major shutdowns in 2012, which reduced export coal shipments.

Cloud Peak appears to be one of Westshore’s largest U.S. customers. In 2010, Cloud Peak
exported approximately 3.3 million tons from its Spring Creek mine to Asian customers through
Westshore. In June 2011, Cloud Peak announced that it had reached a 10-year agreement with
Westshore.*® In 2012, Cloud Peak Energy exported nearly 4.4 million tons of coal via Westshore and,
the company expects its coal exports to Asian countries to reach 4.5 million tons in 2013.%” Cloud
Peak is also a 50% owner of the Decker Mine in Montana, which is capable of producing 9 million
tons per year. Cloud Peak’s share of this capacity is 4.5 million tons.

In 2011, Gunvor, a Russian energy trader, paid $400 million to take a 33% stake in the Signal
Peak coal mine in Montana. Over the next several years, Gunvor plans to boost the underground
production from a stated 9 million tons a year to about 15 million tons per year and ship the coal to
Pacific and Asian markets through Westshore.*® As a result, it appears that the majority of the U.S.
coal moving via Westshore could eventually originate from Signal Peak. (Technically, Signal Peak is
not in the PRB, but it is included in this report because of its location near the PRB and its ability to
compete with PRB coal in the export market.)

Westshore has contracts with U.S coal companies that account for approximately 25% of its
capacity, which equates to 9.1 million tons. The U.S. percentage could exceed 40% in 5 years with
the expiration of the Teck agreement and reach 50% or higher in 10 years as the other Canadian
agreements expire.

The following projections of potential PRB tons to Westshore were developed based on these
percentages:

Figure 9
Potential PRB Coal Tons and Trains to Westshore
Item 2013 2018 2023
Potential Annual PRB Tons to Westshore 9,100,000 14,560,000 18,200,000
Loaded 125-Car (14,875 tons) Trains Per Day 1.68 2.68 3.35
Empty 125-Car Trains Per Day 1.68 2.68 3.35
Total 125-Car Trains Per Day 3.36 5.36 6.70
Loaded 150-Car (17,850 tons) Trains Per Day 1.40 2.23 2.79
Empty 150-Car Trains Per Day 1.40 2.23 2.79
Total 150-Car Trains Per Day 2.80 4.46 5.58

As previously indicated, the developed coal volumes to Westshore only represent potential PRB
coal volumes and exclude potential Canadian export coal movements. Westshore plans to increase its
annual capacity to 36.4 million tons and there is no reason to assume that it will not operate at near
full capacity.

Heavy Traffic Still Ahead
February 2014 26



Neptune

On January 23, 2013, Port Metro Vancouver issued a project permit to Neptune Terminals
which would more than double the terminal’s coal handling capacity, from 8.5 to 18.5 million tonnes
or 20.4 million tons.

Teck owns 46% of the terminal and has sole right to the coal system. Although Neptune is
significantly increasing its capacity, most of the coal moving from Neptune will most likely be
steelmaking coal originating from Teck mines in Canada. As a result, this report assumes that only
Canadian coal and no PRB coal will move via Neptune. However, changing market conditions, such
as a decline in demand for metallurgical coal, a significant increase in demand for PRB coal, and/
or other factors (e.g., labor strikes, shut-downs, etc.) could eventually lead to PRB coal moving from
Neptune.

Ridley

The Prince Rupert, BC coal export facility operated by Ridley is a Federal Crown Corporation
owned by the Canadian government. The coal terminal is in a remote location in the northwestern
part of the province near Alaska, a long distance from the PRB mines in Wyoming and Montana, but
closer in nautical miles to the Asian market.

Ridley has an annual capacity of 12 million tonnes (13.2 million tons) per year, but plans are
underway to double the capacity to 25 million tonnes (27.6 million tons) per year, by the end of 2014
or early 2015.%

Ridley indicates that it began to receive U.S. PRB coal shipments in 2011.% In its 2010 Annual
Report, Ridley stated: “Commencing in 2011 the Terminal will be receiving coal from customers
based in the United States, their throughput volume combined with our Canadian producers have
helped the Terminal realize a goal that has been 28 years in the making, to double the Terminal’s
capacity from 12 million tonnes per annum to 25 million tonnes.” In January 2011, Arch announced
that it had reached a 5-year agreement with Ridley that gave Arch throughput capacity at the terminal
of up to 2 million metric tons of coal for 2011 and up to 2.5 million metric tons (2.8 million short
tons) of coal for 2012 through 2015.¢

After Arch’s contract expires in 2015, there is no U.S. coal contracted to ship through Ridley.
Because of longer distances from PRB origins to Ridley, it may be difficult for it to compete for
PRB coal exports with Longview and Cherry Point if those projects begin operations. Therefore,
this report assumes only Canadian coal would move from Ridley by 2018. In December 2012, the
Canadian government announced plans to sell Ridley Terminal.®* Future PRB coal exports may
depend on the future private sector buyer of Ridley. For example, Arch, or some other PRB coal
company, could purchase Ridley if other export plans are changed, and PRB export coal via Ridley
could increase.

The following table (Figure 10) sets forth updated calculations of potential PRB coal exports
for Ridley:
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Figure 10
Potential PRB Coal Tons and Trains to Ridley

Item 2013 2018 2023
Potential Annual PRB Tons to Ridley 2,755,750 0 0
Loaded 125-Car (14,875 tons) Trains Per Day 0.51 0.00 0.00
Empty 125-Car Trains Per Day 0.51 0.00 0.00
Total 125-Car Trains Per Day 1.02 0.00 0.00
Loaded 150-Car (17,850 tons) Trains Per Day 0.42 0.00 0.00
Empty 150-Car Trains Per Day 0.42 0.00 0.00
Total 150-Car Trains Per Day 0.84 0.00 0.00

Fraser Surrey

In July 2012, Fraser Surrey Docks in British Columbia submitted a project permit application
to Port Metro Vancouver for the development of a “Direct Transfer Coal Facility” at the southwest
end of the existing terminal to handle up to 4.4 million tons and a possible expansion to 8.8 million
tons.® The coal would be transported by BNSF to the terminal and then loaded directly onto
barges. The barges would be towed to Texada Island, where the barges and coal would be stored
and transferred to a deep sea vessel for export. The project is currently under review by Port Metro
Vancouver. The following table (Figure 11) sets forth revised coal calculations of potential PRB coal

exports through Fraser Surry Docks:

Figure 11
Potential PRB Coal Tons and Trains to Frasier Surrey
Item 2013 2018 2023
Potential Annual PRB Tons to Frasier Surry 0 4,409,200 8,818,400
Loaded 125-Car (14,875 tons) Trains Per Day 0.00 0.81 1.62
Empty 125-Car Trains Per Day 0.00 0.81 1.62
Total 125-Car Trains Per Day 0.00 1.62 3.24
Loaded 150-Car (17,850 tons) Trains Per Day 0.00 0.68 1.35
Empty 150-Car Trains Per Day 0.00 0.68 1.35
Total 150-Car Trains Per Day 0.00 1.36 2.70
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Cherry Point

In June 2010, SSA Marine began the environmental review process for a $500 million Gateway
Pacific Terminal project near Bellingham, WA. The project, also known as Cherry Point, could export
up to 54 million tonnes (59.5 million tons) per year. On March 19, 2012, SSA Marine, through its
subsidiary Pacific International Terminals, Inc. (PIT), submitted additional information to Whatcom
County, Washington concerning the Cherry Point project. The submission indicates that the project
would be completed in two stages. The first stage was planned to commence in 2014 and the second
stage was expected to be completed by 2017, but this proposed timeframe could be delayed as a
result of the environmental review process.

BNSF would provide rail service to Cherry Point via the 6.2 mile Custer Spur, which branches
out west from BNSF’s line near Custer, Washington, north of Bellingham. The rail line was originally
built in 1965 to serve the Intalco aluminum smelter, and later a series of petroleum-related industries
were constructed on the line. Although BNSF currently provides service to Cherry Point, significant
railroad improvements would be required to achieve the projected capacity. BNSF expects to acquire
43 acres of land contiguous with its current right-of-way in order to double-track the line. In addition,
up to three receiving and departure or “R&D” tracks are planned near the Custer connection and
two independent loop tracks (the “East” and “West” loops) and rail unloading stations are planned at
Cherry Point.

Initially, 7,000 ft. long trains (approximately 125 cars per train) would be expected, but the
facilities are being planned to accommodate 8,500 ft. long coal trains (approximately 150 cars per
train). SSA Marine has signed a contract with Peabody Energy, an investor in the project, to export
26.5 million tons of coal from its proposed terminal. The proposed export coal shipments would
move from the East Loop, whereas export petroleum coke and potash trains would be unloaded at
the West Loop. The analysis prepared by PIT assumes that by 2021 all export coal trains moving to
Cherry Point would consist of 150 cars per train and carry 18,023 short tons per train.
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Figure 12
Map of Proposed Cherry Point Coal Terminal and Rail Lines

PIT’s 150-car per train assumption could result in an understatement in the expected number of
trains per day. Although Cherry Point may be able to accommodate 150 cars per train, the ultimate
train size will depend on several factors, including the origin car capacity and weight restrictions
along the utilized route as well as possible restrictive rail infrastructure along the proposed routing
(tunnels, etc.). Whether 125 or 150-car trains are utilized, the same number of cars per day would
move over the impacted railroad routes. There may be fewer trains per day with the utilization of
150-car trains, but the trains would be longer (i.e., approximately 1%2 miles versus 1%4 miles long).

Cherry Point’s March 2012 application projects the total capacity to be: 2016 — 25 million
tonnes, 2018 — 31 million tonnes, 2021 — 45 million tonnes, and 2026 — 54 million tonnes. The
following table (Figure 13) shows the calculations of potential PRB export coal volumes moving to
Cherry Point:
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Figure 13
Potential PRB Coal Tons and Trains to Cherry Point

Item 2013 2018 2023
Potential Annual PRB Tons to Cherry Point 0 27,557,500 52,910,400
Loaded 125-Car (14,875 tons) Trains Per Day 0.00 5.49 9.75
Empty 125-Car Trains Per Day 0.00 5.49 9.75
Total 125-Car Trains Per Day 0.00 10.98 19.50
Loaded 150-Car (17,850 tons) Trains Per Day 0.00 4.23 8.12
Empty 150-Car Trains Per Day 0.00 423 8.12
Total 150-Car Trains Per Day 0.00 8.46 16.24

These figures are not significantly different than the projections made in Cherry Point’s
application. Cherry Point estimated that it would handle 5 loaded coal trains (10 total) by 2016, 6.5
loaded coal trains (13 total) by 2021 and 8 loaded coal trains (16 total) by 2026. % These calculations
exclude non-coal traffic to Cherry Point. Cherry Point projects moving up to 6 million tonnes per
year (6.6 million tons) of other bulk commodities via the western loop by 2018. Based on 125-car
trains and 110 tons per car, this non-coal traffic moving via Cherry Point could add up to 2.64 loaded
and empty trains moving to and from Cherry Point.

Longview

In February 2012, Millennium Bulk Terminals Longview, LLC (MBTL), submitted several
permit applications to build a $643 million coal terminal on a 416 acre site on the Columbia River
near Longview, Washington, which would handle 25 million tonnes (27.6 million tons) per year
initially and 44 million tonnes (48.5 million tons) per year by 2018.% MBTL is a Limited Liability
Company (LLC) with two shareholders: Ambre owns 62 percent of the shares, and Arch, the second
largest U.S. coal producer, owns the remaining 38 percent. Longview is served by both BNSF and
UP. The Longview Switching Company (LSC) is a jointly owned subsidiary of BNSF and UP, which
performs terminal switching duties at the Port of Longview.

Figure 14 below shows the calculation of the potential coal volumes moving through Longview
and the following Figure 15 shows a map of the proposed Longview project:
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Figure 14
Potential PRB Coal Tons and Trains to Longview

Item 2013 2018 2023
Potential Annual PRB Tons to Longview 0 48,501,200 48,501,200
Loaded 125-Car (14,875 tons) Trains Per Day 0.00 9.66 9.66
Empty 125-Car Trains Per Day 0.00 9.66 9.66
Total 125-Car Trains Per Day 0.00 19.32 19.32
Loaded 150-Car (17,850 tons) Trains Per Day 0.00 7.44 7.44
Empty 150-Car Trains Per Day 0.00 7.44 7.44
Total 150-Car Trains Per Day 0.00 14.88 14.88
Figure 15

Map of Proposed Longview Coal Terminal
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Morrow

The Morrow Pacific project is a planned export coal transloading facility at Port of Morrow
near Boardman, OR, which would handle 3.5 million tonnes (3.9 million tons) per year initially and,
at full capacity, 8 million tonnes (8.8 million tons) per year. The following table (Figure 16) shows
the calculations of the potential for PRB export coal movements through Morrow.

Figure 16
Potential PRB Coal Tons and Trains to Morrow
Item 2013 2018 2023
Potential Annual PRB Tons to Morrow 0 3,858,050 8,818,400
Loaded 125-Car (14,875 tons) Trains Per Day 0.00 0.77 1.76
Empty 125-Car Trains Per Day 0.00 0.77 1.76
Total 125-Car Trains Per Day 0.00 1.54 3.52
Loaded 150-Car (17,850 tons) Trains Per Day 0.00 0.59 1.35
Empty 150-Car Trains Per Day 0.00 0.59 1.35
Total 150-Car Trains Per Day 0.00 1.18 2.70

County Coal Ltd. Terminals

In April 2013, County Coal announced that it is in the “process of submitting plans” to
construct and build a 20+ million tonne (22+ million tons) capacity facility in British Columbia
(County Coal, BC) and a 10+ million tonne (11+ million tons) facility in the northwest U.S. (County
Coal, WA) to handle PRB coal exports. The exact locations of the terminals have not been disclosed,
but County Coal has acquired coal reserves (Shell Creek and Miller Coal) in Wyoming. Since these
plans are in the early stages, this report assumes that this coal would not move until at least 2023. The
following tables (Figures 17 and 18) show the calculations of potential PRB coal exports to County
Coal’s two proposed PNW export coal terminals.
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Figure 17

Potential PRB Coal Tons and Trains to County Coal, BC

Item 2013 2018 2023
Potential Annual PRB Tons to CC, BC 0 0 22,046,000
Loaded 125-Car (14,875 tons) Trains Per Day 0.00 0.00 4.39
Empty 125-Car Trains Per Day 0.00 0.00 4.39
Total 125-Car Trains Per Day 0.00 0.00 8.78
Loaded 150-Car (17,850 tons) Trains Per Day 0.00 0.00 3.38
Empty 150-Car Trains Per Day 0.00 0.00 3.38
Total 150-Car Trains Per Day 0.00 0.00 6.76

Figure 18
Potential PRB Coal Tons and Trains to County Coal, WA

Item 2013 2018 2023
Potential Annual PRB Tons to CC, WA 0 0 11,023,000
Loaded 125-Car (14,875 tons) Trains Per Day 0.00 0.00 2.20
Empty 125-Car Trains Per Day 0.00 0.00 2.20
Total 125-Car Trains Per Day 0.00 0.00 4.40
Loaded 150-Car (17,850 tons) Trains Per Day 0.00 0.00 1.69
Empty 150-Car Trains Per Day 0.00 0.00 1.69
Total 150-Car Trains Per Day 0.00 0.00 3.38

It should be noted that County Coal apparently plans to move approximately 20 million tonnes
(22 million tons) from its Shell Creek and Miller coal reserves in Wyoming (11 million tons from
each location and to each PNW terminals). County Coal indicates that the additional volumes to its
planned British Columbia terminal would come from “existing low-cost U.S. coal producers and
emerging Canadian coal exporters.”® Since these potential origins are currently unknown, this report
assumes that all volume to County Coal’s two terminals (33 million tons) would come from Shell

Creek and Miller.
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Potential Loaded and Empty PRB
to PNW Export Coal Trains

The following table (Figure 19) summarizes the calculations of potential loaded and empty
PRB unit coal trains that could move to and from the current and proposed PNW export coal
terminals:

Figure 19
Potential PRB to PNW Export Coal Trains Per Day
Moving in 125-Car and 150-Car Unit Trains

PNW Export Coal Terminal 2013 2018 2023

125-Cars | 150-Cars | 125-Cars | 150-Cars | 125-Cars | 150-Cars
Roberts Bank, BC — Westshore 3.36 2.80 5.36 4.46 6.70 5.58
N. Vancouver, BC — Neptune 0.00 0.00 0.00 0.00 0.00 0.00
Prince Rupert, BC — Ridley 1.02 0.84 0.00 0.00 0.00 0.00
Vancouver, BC -- Fraser Surrey 0.82 0.68 1.62 1.36 3.24 2.70
Vancouver Area, BC — County Coal 0.00 0.00 0.00 0.00 8.78 6.76
Total To British Columbia Terminals 5.20 4.32 6.98 5.82 18.72 15.04
Bellingham , WA — Cherry Point 0.00 0.00 10.98 8.46 19.50 16.24
Longview, WA 0.00 0.00 19.32 14.88 19.32 14.88
Longview Area, WA — County Coal 0.00 0.00 0.00 0.00 4.40 3.38
Total To Washington Terminals 0.00 0.00 30.30 23.34 43.22 34.50
Boardman, OR — Morrow 0.00 0.00 1.54 1.18 3.52 2.70
Total To Oregon Terminals 0.00 0.00 1.54 1.18 3.52 2.70
Total PRB to PNW Export Coal Trains 5.20 4.32 38.82 30.34 65.46 52.24

As can be seen, daily loaded and empty PRB coal trains could average between 30.34 and
38.82 trains per day by 2018 and, at full capacity, could average between 52.24 to 65.46 trains per
day, which would equal 2.18 to 2.73 trains per hour. In other words, despite recent changes in the
status of proposed coal export terminal projects, based on existing plans for new and expanded PNW
coal terminals, there could still be heavy traffic ahead.
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2013 PRB to PNW Railroad Export
Coal Movements

The existing and planned PRB coal origins referenced and listed in this report and the
associated volumes have been identified and estimated based on the projected terminal capacities,
mine permit applications, company statements and other publically available information. The
following table (Figure 20) shows the projected PRB to PNW railroad export coal movements and
tons for 2013:

Figure 20
Estimated 2013 PRB to PNW Railroad Export Coal Movements
To / From Tor!s(Year Trains Per Day

(Millions) Loaded Empty Total
Westshore, BC 9.10 1.68 1.68 3.36
Ridley, BC 2.76 51 .51 1.02
To PNW Terminals 11.86 2.19 2.19 4.38
Spring Creek, MT 4.55 0.84 0.84 1.68
Signal Peak, MT 4.55 0.84 0.84 1.68
Black Thunder, WY 2.76 0.51 0.51 1.02
From PRB Origins 11.86 2.19 2.19 4.38

Westshore maintains that U.S coal accounts for approximately 25% of its capacity, which
equates to approximately 9.1 million tons. In 2012, Cloud Peak Energy exported nearly 4.4 million
tons of coal via Westshore and, the company is “expecting full-year exports of approximately 4.5
million tons” from its Spring Creek mine in Montana to Westshore.®” Westshore’s other current U.S.
coal agreement is with Gunvor, which plans on boosting production from it Signal Peak Mine in
Montana from 9 million tons a year capacity to about 15 million tons and shipping the coal through
Westshore. It is assumed that 50% of 2013 Westshore’s tons came from Spring Creek and 50% came
from Signal Peak, or 4.55 million tons each in 2013.

Arch has a 5-year agreement with Ridley to export up to 2 million tonnes tons of coal in
2011 and up to 2.5 million tonnes (2.76 million tons) per year from 2012 through 2015. Currently,
Arch’s closest PRB origin to Ridley would be its Black Thunder facility in Wyoming. The Canadian
National (CN) railroad serves Prince Rupert. BNSF probably interchanges the coal trains with CN at
Vancouver, BC.
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Potential 2018 PRB to PNW
Railroad Export Coal Movements

The follow table (Figure 21) shows the calculations of potential PRB to PNW railroad export
coal tons and trains per day for the year 2018. These figures show coal train traffic levels if the
Cherry Point, Longview and Morrow export terminals and the TRRC railroad and Otter Creek Mine
in Montana were all operational by 2018:

Figure 21
Potential 2018 PRB to PNW Railroad Export Coal Movements

Tons/Year Trains Per Day
To / From e

(Millions) Loaded Empty Total
Longview, WA 48.50 8.93 8.93 17.86
Cherry Point, WA 27.56 5.08 5.08 10.16
Westshore, BC 14.56 2.68 2.68 5.36
Fraser Surrey, BC 4.41 0.81 0.81 1.62
Boardman, WA 3.89 0.72 0.72 1.44
To PNW Terminals 98.92 18.22 18.22 36.44
N. Antelope Rochelle, WY 26.46 4.88 4.88 9.76
Otter Creek, MT 20.00 3.68 3.68 7.36
Youngs Creek, MT 11.82 2.18 2.18 4.36
Spring Creek, MT 11.15 2.05 2.05 4.10
Signal Peak, MT 10.10 1.86 1.86 3.72
Decker, MT 10.00 1.84 1.84 3.68
Absaloka, MT 5.50 1.01 1.01 2.02
Black Butte, WY 3.89 0.72 0.72 1.44
From PRB 0ri§ins 98.92 18.22 18.22 36.44

The calculations in Figure 21 show railroad traffic levels if the PNW export coal terminals were
operating at 100% capacity. The railroad line segment analyses attached to this report also show the
calculations based on these terminals operating at 75%.
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Potential 2023 PRB to PNW
Railroad Export Coal Movements

The following table (Figure 22) shows the calculations of potential PRB to PNW railroad
export coal tons and trains per day for the year 2023. These figures show coal train traffic levels if the

Cherry Point, Longview, Morrow, and County Coal’s BC and U.S. export terminals, were operational
by 2023:

Figure 22
Potential 2023 PRB to PNW Railroad Export Coal Movements

Tons/Year Trains Per Day
To / From e
(Millions) Loaded Empty Total
Cherry Point, WA 52.91 9.75 9.75 19.50
Longview, WA 48.50 8.93 8.93 17.86
County Coal, BC 22.05 4.06 4.06 8.12
Westshore, BC 18.20 3.35 3.35 6.70
County Coal, WA 11.02 2.03 2.03 4.06
Fraser Surrey, BC 8.82 1.62 1.62 3.24
Boardman, WA 8.82 1.62 1.62 3.24
To PNW Terminals 170.32 31.36 31.36 62.72
Shell Creek/Miller, WY 33.07 6.10 6.10 12.20
Otter Creek, MT 30.23 5.57 5.57 11.14
Spring Creek, MT 27.69 5.10 5.10 10.20
N. Antelope Rochelle, WY 26.46 4.87 4.87 9.74
Youngs Creek, MT 15.00 2.76 2.76 5.52
Signal Peak, MT 13.65 2.51 2.51 5.02
Decker, MT 10.00 1.84 1.84 3.68
Black Butte, WY 8.82 1.62 1.62 3.24
Absaloka, MT 5.40 0.99 0.99 1.98
From PRB Origins 170.32 31.36 31.36 62.72

The calculations in Figure 22 assume that the PNW export coal terminals would operate at
100% capacity. The railroad line segment analyses attached to this report also show the calculations
based on these terminals operating at 75%.
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BNSF’s Bakken Oil Movements to
PNW

Crude oil production from the Williston Basin / Bakken Shale region in North Dakota and
Montana (Bakken) has increased rapidly in the last few years. This rapid increase in rail movement
consumes rail capacity in eastern Montana, including Billings, and the PNW. Bakken production in
April 2013 reached 727,150 barrels per day compared to 546,840 barrels per day in April 2012 and
285,190 barrels per day in April 2011.% The following graph (Figure 23) illustrates this dramatic
increase in North Dakota’s crude oil production since 2005:

Figure 23
North Dakota Crude Oil Production
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As with its potential domination of the PRB to PNW export coal transportation market, BNSF
handles the majority of transportation of Bakken oil production. BNSF recently increased its capacity
to 1 million barrels per day. In comparison, Canadian Pacific’s (CP) current volume exceeds 70,000
carloads per year or approximately 125,000 barrels per day.®®
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There are several current and proposed PNW destinations for Bakken oil:

»  Tesoro Anacortes Refinery — Tesoro Corp. plans to move 50,000 bar-
rels per day of crude oil from the Bakken formation in North Dakota to its
120,000-barrel per day refinery in Anacortes, Washington.”

>  Shell Puget Sound Refinery in Anacortes — In March, 2013, Shell Oil an-
nounced that it was considering building a rail offloading facility for Bakken
crude on its property. Shell’s Anacortes refinery currently processes 145,000
barrels of oil per day, with crude coming in largely from Alaska’s North Slope
and from Canada via pipeline.”

»  Phillips/Conoco Ferndale Refinery — In March, 2013, Phillips/Conoco an-
nounced that it was aggressively pursuing the movement of Bakken oil to its
refineries in Ferndale, WA and Bayway, NJ. It announced that it was con-
structing a crude oil rail unloading facility at Ferndale. The company is al-
ready processing 75,000 bpd of Bakken crude oil at the Bayway refinery, and
is processing smaller volumes of Bakken crude oil at Ferndale, with plans to
significantly grow those volumes as a new railcar fleet is delivered.”

»  BP Cherry Point Refinery — In November 2012, BP announced a rail con-
struction project to accommodate trainloads of crude oil from the booming
Bakken oil fields in North Dakota and Montana.”

» U.S. Oil and Refining Co. Tacoma Refinery — U.S. Oil and Refining Com-
pany’s (USOR) Tacoma refinery has a current crude capacity of 39,000 bar-
rels per day. USOR is expanding its rail yard and storage tanks to handle
crude oil from the Bakken.™

»  Chevron Burnaby Refinery in Vancouver, BC — Chevron’s Burnaby Re-
finery has a capacity of approximately 55,000 barrels per day. Historically, it
has received oil via the Trans Mountain Pipeline (TMPL). Loaded rail to truck
crude shipments began in May 2012. They are currently limited to 2,500 bpd
with a potential for 6,000 bpd. Once operational, a crude by rail option would
be limited to 8,000 bpd.”™

»  Vancouver Oil Terminal — The Vancouver oil terminal proposal by Tesoro
Vancouver and Salvage Company would handle as much as 360,000 barrels
of crude oil per day, which would arrive by rail from the Bakken area in North
Dakota and Montana and be stored in large tanks before being loaded aboard
ships and barges for trips to West Coast oil refineries.

A recent report by the Sightline Institute, titled The Northwest’s Pipeline on Rail, describes
these potential PNW Bakken oil destinations and the potential rail movements in detail.”® The
following table (Figure 24) shows the potential loaded and empty Bakken oil trains to PNW
destinations based on 70,000 barrels per train:
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Figure 24

Potential Bakken Crude Qil Railroad Movements to the PNW

PNW Destination Location Barrels Trains Per Day
Per Day Loaded Empty Total
Tesoro/Savage Vancouver, WA 360,000 5.14 5.14 10.28
BP Refinery Ferndale, WA 70,000 1.00 1.00 2.00
Imperium Terminals Hoquiam, WA 70,000 1.00 1.00 2.00
Shell Refinery Anacortes, WA 60,000 0.86 0.86 1.72
Tesoro Refinery Anacortes, WA 50,000 0.71 0.71 1.42
U.S. Development Hoquiam, WA 50,000 0.71 0.71 1.42
Phillips 66 Refinery Ferndale, WA 35,000 0.50 0.50 1.00
U.S. Oil & Refining Tacoma, WA 35,000 0.50 0.50 1.00
Global Partners Clatskanie, OR 28,600 0.41 0.41 0.82
Westway Terminals Hoquiam, WA 26,300 0.38 0.38 0.76
Total 784,900 11.21 11.21 22.42

As can be seen, Bakken oil shipments to the PNW could add over 22 trains per day, which
would significantly add to the rail congestion in the PNW that would result from the potential PRB to

PNW export coal movements (up to 63 trains per day by 2023).

Appendix 2 is an analysis of the railroad line segments which would likely be impacted by
Bakken crude oil shipments to the PNW. The Bakken oil trains to the PNW would likely move west
over the same BNSF lines from Shelby, Montana to the PNW. The Bakken oil trains would probably
not impact the MRL and BNSF lines from Mossmain to Sandpoint. Bakken oil trains to the PNW
would move over the congested line from Williston, ND, to Shelby, MT (part of the Hi-Line), which
would not likely be impacted by PRB to PNW export coal trains. In addition to the Bakken oil rail
shipments to PNW destinations, a significant amount of Bakken oil moves to and through Billings,
over rail lines impacted by PRB to PNW export coal movements, to refineries in Billings and to
destinations beyond and south of Billings.

Photo used with permission of The Billings Gazette,

Larry Mayer, photographer.

February 2014

Heavy Traffic Still Ahead

41




Railroad Routes Impacted By
Potential PRB to PNW Export Coal

Movements

The possible railroad routes of movement and the individual railroad line segments which
would likely be involved in coal movements from PRB coal mines to PNW export coal terminals
have been carefully evaluated and studied for this report. These routes are expansive and cover a total
distance of over 4,000 miles.”” The vast majority of PRB export coal traffic would likely move north
via BNSF from PRB origins in Wyoming and Montana, through Montana, Idaho and Washington to
the PNW export coal terminals in Washington and Oregon.” The following (Figure 25) is a portion of
BNSF’s system map which shows an overview of BNSF’s routes from the PRB to the PNW:

Figure 25
BNSF’s PRB to PNW Routes
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BNSF’s PRB to PNW routes are extensive, stretching from eastern Montana and Wyoming to
the Pacific coast. These rail routes traverse many environmentally sensitive areas, such as Glacier
National Park in Montana, as well as many major populated areas, such as Billings, Montana,
and Spokane, Washington. The terminal operations would have impacts in areas such as Portland,
Oregon, Tacoma and Seattle, Washington, as well as a host of communities along the PNW coast.

BNSF Routing Options

BNSF has several viable routing options for PRB to PNW export coal movements, which could
(depending upon BNSF’s utilization of these routing options) lessen the impact on certain areas.
However, BNSF’s routing options have operational constraints resulting from current congestion
problems for the routes. These routing options would significantly broaden the potential impact area.
BNSF has three viable routing options in Montana and three viable routing options in Washington
from Spokane.

BNSF/MRL Route Via Helena, Montana

Montana Rail Link’s (MRL) 564.2 mile line from Mossmain, Montana (12 miles west of
Billings), to Sandpoint, Idaho, runs through Helena and Missoula, Montana, and reconnects with
BNSF at Sandpoint, Idaho. MRL, which is owned by Washington Companies, assumed control of the
western portion of BNSF’s mainline in Montana in 1987. MRL is considered a “bridge carrier” for
BNSF as it only connects with BNSF at Huntley, Montana, and Sandpoint. BNSF retains ownership
of the MRL lines until at least 2047. BNSF and MRL have a long-term lease-purchase plan for MRL
to acquire the line in 2047. The MRL route is approximately 100 miles shorter than the BNSF route
via Great Falls. BNSF currently uses the MRL route for PRB to PNW coal traffic to Centralia and
Boardman, for export grain traffic to the PNW and for other traffic.

After the release of HTA 2012, MRL came forward with estimates of the potential increase
in PRB to PNW export coal trains. Specifically, MRL maintains that it currently averages 18 total
trains per day, of which 2.5 are loaded coal trains and 2.5 are empty coal trains. MRL maintains
that “Potential future volume is determined by capacity. Studies indicate that, with significant
infrastructure investment, capacity could increase by an additional 8 loaded and 8 empty trains per
day.’”®

BNSF Route Via Great Falls, Montana

BNSF’s northbound line from Mossmain, Montana, runs through Great Falls and connects to
BNSF’s main east-west “Hi-Line” at Shelby, Montana. Although the BNSF/MRL route via Helena is
approximately 100 miles shorter, MRL’s capacity issues and the possible high volumes, likely mean
that BNSF’s routes via Great Falls would also be heavily utilized by BNSF for export coal shipments
if potential PRB to PNW coal exports are realized. This underutilized BNSF line is not equipped with
Centralized Train Control (CTC) and has a significant amount of deferred maintenance. However, in
the past few years, BNSF has made significant improvements to this line, including the installation
of new continuous-welded rails and concrete ties and the rebuilding of bridges, which logically
indicates BNSF’s anticipation of increased heavy rail traffic.
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BNSF’s Route Via Stevens Pass / Cascade Tunnel

BNSF’s northern line from Spokane through Wenatchee, WA connects with BNSF’s north-
south line along the coast at Everett, WA. This mainline, which passes through the Cascade Tunnel, is
BNSF’s major transcontinental route for double-stack intermodal container trains. Currently, this line
has a capacity of 24 to 28 trains per day and is operating at 57 percent to 75 percent capacity.*

BNSF’s Route Via Columbia River Gorge

The BNSF’s Vancouver-Pasco line, which follows the Columbia River along the north side of
the Columbia River Gorge, is used by double-stack intermodal container trains moving east, grain
trains moving west, and other carload traffic. The line is operating today at about 80 percent of
practical capacity with an estimated capacity of 40 trains per day.!

BNSF’s Route Via Stampede Pass & Tunnel

The Stampede Pass route moves south from Spokane and then west through Yakima,
connecting with BNSF’s north-south line along the coast south of Seattle, WA (Auburn). The line
passes through the Stampede Tunnel and operates at a lower capacity because the ceiling of the
Stampede Tunnel is too low to accommodate double-stack intermodal container trains and the grades
over the Stampede Pass make it difficult to haul heavily-loaded unit trains. As a result, BNSF could
use the Columbia River Gorge or Steven Pass / Cascade Tunnel routes for loaded trains and the
Stampede Pass route for returning empty trains.®? In fact, according to a recent WSDOT study, this
directional routing is likely.®
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Washington State Rail Plan

In December 2006, the Washington State Transportation Commission issued a report titled
Statewide Rail Capacity and System Needs Study. The report concluded that many of the rail lines
in Washington were operating at or near capacity. A report prepared for the Pacific Northwest Rail
Coalition, Pacific Northwest Marine Cargo Forecast Update and Rail Capacity Assessment, issued
in December 2011, reached similar conclusions. Neither of these reports, however, adequately
addressed the potential adverse impacts associated with the potential high PRB to PNW export coal
volumes.

On September 30, 2013, WSDOT released a public review draft of the Washington State Rail
Plan. The draft State Rail Plan provides a “demand and capacity analysis based on industry-standard
methodology using best available data.” The report concludes that the rail capacity constraints remain
an issue:

Capacity constraints along the state’s three east-west rail corridors have been a recur-
ring issue, as they affect the competitive position of the Puget Sound ports as well as
the region’s freight shippers and short-lines (p.46).

The authors explain that the analyses included in the draft report do not reflect the possibility
of significant increases in rail congestion from potential PRB to PNW export coal movements and
Bakken to PNW oil movements, which could more than double the amount of rail traffic over many
lines in Washington:

The forecast does not take into account specific known or potential developments, such
as the scheduled closure of a coal-fired generating station, construction of new termi-
nals for shipping coal and crude oil, or shifts in container shipping economics arising
from the adoption of new technologies (p.39).

New coal export terminals proposed for construction in Washington state and elsewhere
in the Pacific Northwest (including British Columbia) are not specifically included in
the forecast. If completed, these projects could further increase the demands placed on
the state’s rail system and accelerate the rate of growth so that capacity limits on the
existing system will be met sooner (p.41).

Certainly, the report’s statement that the proposed export coal projects could “increase the
demands placed on the state’s rail system” is an understatement.

Impacted Railroad Line Segments

BNSF’s available routing options, and the lack of specific information from BNSF concerning
the potential routes and volumes, make it difficult to project with certainty the precise export volumes
that could move over each route. The economics often and generally favor the shortest available
route. However, there may be capacity and other issues associated with the shortest route which can
limit its utilization.
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For example, the BNSF/MRL route is shorter than BNSF’s other routes, but capacity and
contractual issues could limit or impact the amount of export coal that moves over the MRL route.
Similarly, the shortest route to Cherry Point and the Canadian terminals would involve movement
over BNSF’s northern line from Spokane through Wenatchee, Washington, which passes through the
Cascade Tunnel and Stevens Pass, which already has serious capacity issues. This is BNSF’s major
transcontinental route for double-stack intermodal container trains and time-sensitive Amtrak trains
and moving coal trains through the tunnel could be an issue.

Attached as Appendix 3 are detailed analyses of the rail line segments that would be impacted
by increased railroad PRB to PNW export coal movements. These analyses reflect three different
time frames: 2013; 5 years (2018); and a decade (2023). The potentially impacted railroad line
segments are identified (e.g., Spring Creek, MT to Decker, MT), along with the railroad (e.g., BNSF)
and the miles (e.g., 8.1). For each identified rail line segment, the potential tons per year (millions
of short tons) and trains per day (loaded, empty and total) are calculated. For the 2018 and 2023
calculations, the projections are based on the proposed export coal terminals operating at 100% and
75% capacity.

The individual line segment analyses were based on the best and most current information
available regarding routes and capacities, and on logical assumptions, such as the use of the most
direct route when possible. However, these estimates are subject to change. Because of the large
potential coal volumes, it was necessary to allocate traffic over some lines which are already at
or near capacity. Therefore, in these cases, it was assumed that improvements would be made to
increase the capacity of these lines.
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Major Rail Traffic Choke Points &
Bottlenecks

BNSF’s internal routing options will help distribute the tonnage and could help lessen the
impact of increased coal export movement in certain areas, but the expected large coal volumes
would likely result in congestion problems for the entire route. Based on this analysis, several
potential major rail choke points and bottlenecks have been identified. There are two key line
segments which will carry nearly all the coal traffic and represent major choke points and
bottlenecks.

Huntley (Jones Jct.) to Mossmain (BNSF/MRL — 24.8 Miles) (Billings)

All PRB coal shipments from the BNSF/UP Joint Line and most PRB coal shipments from
BNSF-served PRB origins would converge near Huntley, MT (Jones Jct.). From there, coal would
move 24.8 miles through Billings, MT, on the MRL line to Mossmain where it could then move
via BNSF’s direct route through Great Falls MT or via the shorter MRL route through Helena and
Missoula, MT.

If the proposed PNW export coal terminals are built and operate at full (100%) capacity, we
calculate that by 2018 approximately 85 million tons of coal from the PRB to PNW (31.28 trains per
day) would move over this 25-mile line segment through Billings and by 2023 this coal volume could
increase to nearly 148 million tons (54.46 trains per day).

Railroad traffic and associated problems in Billings, the largest city in Montana, have been the
issue of many studies over the years. In 2004, the City of Billings, with Federal funding, conducted
a Railroad Crossing Feasibility Study. The 2004 report stated that the growth of rail traffic “has
resulted in traffic slowdowns, safety hazards and air pollution.” The report also concluded that
the rail lines through Billings have “created a barrier” and “have played a role in the development
and continuation of a social divider between downtown Billings and surrounding neighborhoods.”
The report looked at various alternatives to improving railroad traffic problems and recommended
improved signage, signal controls and other low-cost improvements, as well as an underpass under
the railroad tracks crossing 27th Street combined with a small track shift. It estimated that the cost
of implementing the recommendation would be approximately $20 million. The cost of rerouting the
main tracks around the city, which would preserve the integrity of the revived downtown areas, could
exceed $150 million.

The 2004 Billings report was based on an estimated 30 trains per day through Billings. This
traffic level, however, excluded the potential rapid growth in PRB to PNW export coal traffic, which
could result in an additional 31.28 to 54.46 loaded and empty coal trains per day through Billings,
more than double the estimated 30 trains per day utilized in the report.

The 2004 Billings report did not anticipate the significant increase in Bakken oil shipments,
many of which move to three refineries around Billings or through Billings to Cushing, Oklahoma
and other southern destinations, and the related inbound rail shipments of tubulars, fracturing sand
and other supplies to the Bakken, which have resulted in additional loaded and empty trains moving
to, from and through Billings.
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The Billings rail yards in the last few years have become loaded with rail tank cars reflecting
the rapid and substantial increase in Bakken oil rail shipments to and through Billings. With the
potential for added export coal trains and existing coal, grain, intermodal, Bakken oil and other rail
traffic already moving from, to and through Billings, there could be as many as 60 to 90 trains per
day moving through the city in the near future.

The 2004 Billings report also considered several options that involved major track relocations,
which it estimated would cost between $60 and $150 million. These track relocation options involved
by-passes around Billings (south of I-90, north of I-90 and north of Billings) and the relocation of
MRL’s switching yard in Billings. The report concluded that there would be major impacts associated
with the track relocation options, and that they were too costly. Billings transportation planners will
have to reevaluate these track relocation and by-pass options given the potential high volume of rail
traffic.

Sandpoint to Spokane (BNSF — 78.3 Miles)

The MRL route from Mossmain would converge with BNSF-direct coal from Shelby at
Sandpoint, ID, and move on the BNSF line through Spokane, WA. All (100%) of BNSF originated
export coal to the PNW would likely move over this 78.3 mile line segment. This line is commonly
known as the “Funnel,” and is the second-busiest rail corridor in Washington. According to the
Spokane Regional Transportation Council (SRTC), the line currently handles 50 to 60 trains per day
and has a maximum capacity of 78 trains per day.*

If the proposed PNW export coal terminals are built and operate at full (100%) capacity, we
calculate that by 2018 approximately 95 million tons of coal from the PRB to PNW (35.00 trains per
day), would move over this 78.3-mile line segment and by 2023 this coal volume could increase to
nearly 162 million tons (59.50 trains per day).

In 2009 (with the help of $36.8 million in funding from WSDOT), a 1,330 ft. BNSF railroad
tunnel was completed in Spokane, which has helped alleviate some of the rail traffic congestion. An
earlier study and initiative conducted by the SRTC, known as Bridging the Valley (BTV), identified
a series of projects, including 75 railroad/roadway crossings, which will separate vehicle traffic
from train traffic in the 42-mile rail corridor between Athol, Idaho, and Spokane.®* To date, adequate
funding has not been obtained for these projects.

The identified improvements were originally designed to handle a gradual growth in intermodal
and grain traffic of up to a total of 70 trains per day.

The potential rapid growth in PRB to PNW export coal traffic (35.00 to 59.50 trains per day)
and Bakken oil rail movements (22.42 trains per day) were not envisioned or considered when these
improvements were first designed (2000) and approved (2006). Now, in a few short years, instead of
the expected 70 trains per day, Spokane could see more than 57.42 to 81.92 loaded and empty trains
per day in addition to the current volume.
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Other Major Rail Congestion Areas

In addition to these major choke points and bottlenecks, several other sections in the routings
are already congested and may not be able to adequately handle the expected large volumes of
export coal.

Spokane to Pasco (BNSF —149.4 miles)

After all potential BNSF PRB to PNW export coal trains converge on Spokane, the loaded
trains can either move west to Everett, WA, via the Cascade Tunnel at Stevens Pass, or south to
Pasco, Washington. Since BNSF’s line from Spokane to Everett is already congested as a result of
capacity issues associated with the Cascade tunnel, it is likely that the majority of the loaded coal
trains and all of the empty coal trains moving through Spokane would move over BNSF’s line from
Spokane to Pasco.

BNSF’s 149.4-mile line from Spokane to Pasco currently averages approximately 45 trains
per day and has a capacity of approximately 60 trains per day.®® Washington’s draft State Rail Plan
indicates that this line has the highest utilization in the state and operates at “87 percent of the
practical line capacity” (p.35).

If the proposed PNW export coal terminals are built and operate at full (100%) capacity, we
calculate that by 2018 approximately 71.1 million tons of coal from the PRB to PNW would move
over this line segment and by 2023 this coal volume could increase to 110.51 million tons. Coal
trains bound for the proposed Longview terminals (Longview and County Coal Washington) would
use this line segment, as it is part of the shortest route to Longview. Although the Cascade Tunnel
route offers the shortest distance to the proposed Cherry Point terminal and the current and proposed
terminals in British Columbia, because of capacity issues, we have assumed that only 50% of the
loaded trains and no empty trains would move over the line from Spokane to Everett and that the
remaining 50% of the loaded trains and 100% of the empty trains to and from Cherry Point and the
British Columbia terminals would move over the line from Spokane to Pasco.

As a result, the number of loaded and empty coal trains over this line could increase by 30.72
per day by 2018 and by over 50 trains per day by 2023, which, combined with current level of 45
trains per day, would greatly exceed its capacity of 60 trains per day. This line would likely see more
empty trains than loaded trains as a result of BNSF’s recent implementation of directional routing.

BNSF’s Directional Routing over the “Iron Triangle”

In order to reduce rail congestion in the PNW, in 2012, BNSF started directional routing over
certain lines, which has been called the “Iron Triangle.”®” Essentially, BNSF runs bulk unit trains in
a clockwise loop, with westbound traffic moving over BNSF’s 219.8-mile line between Pasco and
Vancouver, Washington, and then north over BNSF’s 155.1-mile line from Vancouver to Auburn and
then east over the BNSF’s 227.5-mile Stampede Pass lines from Auburn to Pasco. This directional
routing is illustrated below (Figure 26).
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Figure 26
Illustration of BNSF’s Directional Routing Over The “Iron Triangle”

Spokane, WA

Auburn, WA 227.5 Miles / 149.4 Miles
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Vancouver, WA

Washington’s draft State Rail Plan maintains that BNSF’s use of directional routing has
significantly increased the capacity of the Stampede Pass line from Auburn to Pasco:

Since 2012, BNSF’s directional running of empty bulk trains on the Stampede Pass
route (Auburn-Pasco via Yakima) has vastly enhanced rail capacity over the previous
bidirectional rail operation—by almost 300 percent—from about 10 trains per day
to 39 trains per day. At present, this route handles approximately 4-6 trains per day.

(p.35)

Pasco to Vancouver (Columbia River Gorge) (BNSF — 219.8 Miles)

One of the most significant areas of potential rail congestion is BNSF’s 219.8-mile line
between Pasco and Vancouver, Washington, which follows the Columbia River along the north side
of the Columbia River Gorge. The line is currently used by double-stack intermodal container trains
moving east and grain trains moving west to PNW export grain terminals. The line currently handles
approximately 45 trains per day and has a current capacity of approximately 60 trains per day.®®

If proposed PNW export coal terminals are built and operate at full (100%) capacity, we
calculate that by 2018 approximately 72 million tons of coal from the PRB to PNW (13.22 loaded
trains per day), would move over this 219.8-mile line segment, and by 2023 this coal volume could
increase to nearly 111 million tons (20.35 loaded trains per day). For this report, it has been assumed
that this line would be only be used for loaded coal trains and that the empty trains would move back
via the Stampede Pass route.
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In addition to the potential increase in PRB to PNW loaded export coal trains, this line has
already seen an increase in loaded crude oil trains from Bakken to the PNW. Tesoro/Savage’s
proposed oil unit-train unloading facility in Vancouver, WA would be the largest such facility in the
PNW, with a proposed capacity of 360,000 barrels per day, and oil trains to the large Vancouver
facility and other PNW facilities would likely move over this line. We estimate that as many as 8
loaded oil trains per day (which are, obviously, more hazardous than empty oil trains) would move
over this route. The combination of the loaded coal and oil trains would constrain the existing
capacity over this line.

Spokane to Everett (Cascade Tunnel) (BNSF — 301.1 Miles)

BNSF’s 301.1-mile line between Everett and Spokane, Washington, which passes through
the 7.8-mile Cascade Tunnel at Stevens Pass, is the BNSF’s major northern transcontinental route
for double-stack intermodal container trains and Amtrak. This line currently handles approximately
18 trains per day. Its capacity is currently restricted to 28 to 32 trains per day, primarily because of
ventilation problems associated with the Cascade Tunnel, which is described by WSDOT below:

The primary capacity constraints on this segment are the approaches to the Cascade
Tunnel under Stevens Pass and the throughput of the tunnel. The approaches include
heavy curvature and steep grades (i.e. 2.2 percent), which require slow operation. Ad-
ditionally, the tunnel restricts capacity because the air in the tunnel must be flushed
between trains. Flushing takes approximately 40 minutes following eastbound trains
and 20 minutes following westbound trains. The maximum sustained capacity through
the tunnel is estimated at approximately 28 trains per day, with surge capacity of 30 to
32 trains per day. . . BNSF has indicated that Stevens Pass capacity will be reserved for
intermodal traffic and Amtrak.¥

Although BNSF has indicated that the remaining capacity “will be reserved for intermodal
traffic and Amtrak,” this line also provides BNSF with the shortest route to the proposed massive
Cherry Point export coal terminal (estimated to handle 27.56 million tons by 2018 and 52.91 million
tons by 2023), and to the export terminals in British Columbia. BNSF’s direct route from Spokane
to Cherry Point via the Cascade Tunnel route is approximately 413 miles whereas BNSF’s circuitous
route via Vancouver, Washington and the Columbia River Gorge is 692 miles.

As the shortest and most direct route, the economics would favor the use of the route via the
Cascade Tunnel for potential PRB to PNW export coal movements to Cherry Point and beyond to
Canadian export coal terminals. The shorter route via the Cascade Tunnel would also avoid moving
loaded coal trains through the major populated areas of Seattle and Tacoma. Moreover, the route via
Pasco and the Columbia River Gorge is already operating near capacity.

The state of Washington has identified signaling and ventilation improvements which could be
made to the Cascade Tunnel which would allow two trains in the tunnel at the same time and would
significantly increase capacity on the line.”® For the purpose of this report, it is assumed that these
improvements would be made and BNSF would directionally route 50% of the loaded west-bound
coal trains to Cherry Point and the Canadian terminals over this line and move the empty trains via
the longer Stampede Pass route.
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If proposed PNW export coal terminals are built and operate at full (100%) capacity, we
calculate that by 2018 approximately 23 million tons of coal from the PRB to PNW (4.29 loaded
trains per day), would move over this 301.1-mile line segment, and by 2023 this coal volume could
increase to nearly 51 million tons (9.39 loaded trains per day).

Mossmain to Sandpoint (MRL — 564.2 Miles)

MRL’s 564.2 mile line from Mossmain, MT (12 miles west of Billings), to Sandpoint, ID, runs
through Helena and Missoula, MT, and reconnects with BNSF at Sandpoint, Idaho. MRL maintains
that it currently averages 18 total trains per day, of which 2.5 are loaded coal trains and 2.5 are empty.
MRL maintains that “potential future volume is determined by capacity. Studies indicate that, with
significant infrastructure investment, capacity could increase by an additional 8 loaded and 8 empty
trains per day.”' This report assumes that MRL would make these infrastructure improvements.

Currently, all PRB to PNW coal trains move over the MRL line from Mossmain to Sandpoint.
BNSF’s northbound line from Mossmain, Montana, runs through Great Falls and connects to BNSF’s
main east-west “Hi-Line” at Shelby, Montana. Although the BNSF/MRL route via Helena and
Missoula is approximately 100 miles shorter, apparent MRL capacity issues and the expected high
volumes likely means that BNSF routes via Great Falls would also be heavily utilized by BNSF for
export coal shipments.

If proposed PNW export coal terminals are built and operate at full (100%) capacity, we
calculate that by 2018 approximately 47 million tons of coal from the PRB to PNW (17.20 trains per
day), would move over this line segment, and by 2023 this coal volume could increase to over 81
million tons (29.96 trains per day).

Mossmain to Shelby (BNSF — 322.9 Miles)

BNSF’s 322.9-mile line from Mossmain to Shelby currently lacks Centralized Traffic Control
(CTC), which is sometimes called a “dark” line in the industry, and has a significant amount of
deferred maintenance. As a result, most traffic via Mossmain currently utilizes MRL’s shorter route.
For example, the rail line serving Signal Peak Mine connects with this line at Broadview, Montana,
which is 35.8 miles north of Mossmain. Rather than moving north over BNSF’s line to Shelby, the
Signal Peak coal to the PNW currently moves south to Mossmain before proceeding north and west
over MRL’s line.

In the past few years, BNSF has made significant improvements to the line between Mossmain
and Shelby, including the installation of new rails and concrete ties. As a result of these improvements
and the capacity issues associated with MRL’s line, it is expected that this line would be heavily
utilized for potential PRB to PNW export coal movements (i.e., 2018 — 17.80 trains per day ; 2023 —
29.54 trains per day).

As indicated in HTA 2012, the Association of American Railroads (AAR) estimates that
the conversion of a line to CTC can cost up to $700,000 per mile, which would equate to over
$225 million for this 322.9 mile dark line. In addition to installing CTC, double tracks would be
required for certain areas and there are numerous bridges, grade crossings and other railroad-related
infrastructure which would need to be expanded, upgraded or rebuilt to efficiently and effectively
move the potential coal volumes from the PRB to PNW.
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Shelby to Sandpoint (Hi-Line) (BNSF — 337.9 Miles)

BNSF’s Hi-Line is one of its highest capacity lines, handling the majority of BNSF intermodal
container traffic and westbound export grain traffic. Coal from BNSF’s Great Falls line would
connect with the Hi-Line at Shelby and move west to Sandpoint. If proposed PNW export coal
terminals are built and operate at full (100%) capacity, we calculate that by 2018 approximately 48
million tons of coal from the PRB to PNW (17.80 trains per day) would move over this line segment,
and by 2023 this coal volume could increase to over 80 million tons (29.54 trains per day). In
addition to the potential for a significant increase in PRB to PNW export coal traffic, this segment of
the Hi-Line would likely handle all (100%) of the Bakken crude oil unit trains bound for the PNW,
which would equal over 22 trains per day (see Figure 24).
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Impact on Existing Rail Traffic

Many of the rail lines that would be impacted by the potential increase in export coal traffic
are already at or near capacity. Even with substantial infrastructure improvements, a significant
increase in export coal trains and Bakken oil trains (as well as related construction projects) would
likely significantly interrupt and disrupt other railroad traffic lanes.

Current rail traffic, such as export grain traffic and import and export intermodal container
traffic, would likely experience a deterioration of rail service, such as higher transit and cycle times,
and would likely incur higher costs in the form of higher freight rates and equipment costs. Amtrak
passenger train traffic would also experience a deterioration of service and higher costs.

PRB to PNW export coal traffic, which would be voluminous and move in long and cost-
efficient unit trains, would likely be significantly more profitable than the existing PNW import/
export intermodal container traffic, which, historically, has moved in lower volumes and at rates
which are only marginally profitable. The potential PRB to PNW export coal traffic would also be
more voluminous and likely more profitable to BNSF than PNW export grain traffic.

As a result of the high volume and profitable revenue, PRB to PNW export coal movements
and Bakken oil trains to the PNW would likely be favored by the railroads over other types of
existing railroad traffic. The remaining capacity available to other railroad shippers would be limited,
constrained, and more expensive. Numerous railroad shipping and logistical problems would be
created by the massive increase in export coal and oil shipments. Other freight shippers would likely
see increased costs and higher railroad rates as a result of rail congestion and the limitations on
available rail capacity. Railroad transit times would likely increase for other railroad traffic as a result
of congestion. Current rail traffic may be forced to move over more circuitous routes, which would
increase private railroad equipment needs and utilization as well as related costs.

Import and Export PNW Intermodal Container Traffic

Although the Port of Los Angeles and Long Beach, California, handles the largest number
of import and export containers (approximately 33% of total U.S. container traffic), a significant
amount of container traffic moves inbound and outbound from the PNW Ports of Seattle, Tacoma and
Portland. In 2009, over 3 million containers or TEU’s (twenty-foot equivalent units) were handled
by these PNW Ports. PNW intermodal container traffic would likely be adversely impacted by the
increased congestion from increased export coal traffic and Bakken oil shipments on BNSF’s Hi-Line
and on the impacted lines in Washington and Oregon.

PNW container volumes recently increased after cargoes were shifted from Southern California
to PNW due to continuing congestion problems in Southern California and the search for new
gateways by shippers and carriers. PRB export coal trains and Bakken oil trains would consume
and swallow up the remaining rail capacity. Intermodal transit times to and from PNW ports would
be adversely impacted which would reduce the ability of the PNW container ports to compete with
the Southern California ports. The following table (Figure 27) shows and compares BNSF’s current
service goal hours for intermodal traffic from South Seattle, Washington, and Los Angeles, California
to Chicago, Illinois:
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Figure 27
Comparison of BNSF Intermodal Service Goal
Hours For Movements To Chicago, IL

BNSF Service Goal Hours *
From To Premium Expedited Expedited
COFC COFC TOFC
S. Seattle, WA Chicago, IL 85 79 79
| Los Angeles, CA Chicago, IL 84-92 78 78

As can be seen, BNSF’s service goal hours for movements of intermodal containers and trailers
on flat cars (COFC and TOFC) from South Seattle to Chicago are approximately the same as the
hours from Los Angeles to Chicago. The transit time from South Seattle would likely be adversely
impacted by the added rail congestion resulting from increased export coal movements, which would
reduce the ability to compete with the Southern California and Canadian ports.

PNW Export Grain Traffic

In 2012, U.S exports of corn, wheat and soybeans to Asia exceeded 60 million tons. The
majority of this U.S. export grain traffic to Asia moved from PNW export terminals, primarily located
in and around Vancouver, Kalama, and Tacoma, Washington; Portland, Oregon; and other PNW
destinations. BNSF dominates this transportation market with significant railroad grain movements,
such as wheat movements from Montana, soybean movements from North Dakota and South Dakota,
and corn movements from lowa. The following table (Figure 28) shows total railroad agricultural
shipments (Farm Products - STCC 01) moving to PNW destinations:

Figure 28
Railroad Shipments of Farm Products - 2010 to PNW Destinations

Railroad

Revenue

Commodity Carloads Tons (000) (Millions)
Soy Beans 129,580 14,153 $631.1
Corn 128,257 14,052 $597.0
Wheat 84,334 9,040 $300.4
Grain, NEC 13,240 427 $17.1
Peas, Dry Ripe 3,260 327 $14.5
Barley 4,616 240 $9.0
Beans, Dry Ripe 2,120 80 S3.6
Cottonseeds 516 29 $2.4
Total 365,923 38,348 $1,575.1
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This railroad grain traffic moving to the PNW would likely be adversely impacted by an
increase in congestion on the impacted lines in Washington and Oregon. In addition to the large
volumes of grain moving to the PNW, the grain traffic fluctuates seasonally with increased volumes
taking place after the fall harvests. As a result, traffic congestion would likely be greater during these
post-harvest periods.

During the past decade, BNSF has increasingly promoted the use of 110-car shuttle trains for
PNW export grain shipments. These shuttle trains would have to compete for capacity with the longer
and more voluminous export coal unit trains, as well as the more profitable Bakken oil trains, which
would result in higher rates for grain shippers. Grain movements use a combination of privately-
owned and railroad-owned covered hoppers. Transit times are likely to increase, which would
increase equipment costs. Grain traffic from smaller elevators (non-shuttle elevators), such as 48/52-
car elevators in Montana, would likely be hurt the most as BNSF would continue to favor the large
shuttle facilities and price out the 48/52 car facilities.

PNW Passenger & Commuter Traffic

Passenger and commuter rail traffic would also be disrupted by increased rail congestion caused
by a potential increase in export coal trains. Amtrak’s Empire Builder travels daily along BNSF’s
routes between Chicago, IL, Seattle, WA and Portland, OR. Amtrak serves many stations along the
impacted route, including Shelby, Cut Bank, Browning, East Glacier Park, Essex, West Glacier,
Whitefish, and Libby, Montana; Sandpoint, Idaho; Spokane, Pasco, Wishram, Bingen, Vancouver,
Ephrata, Wenatchee, Leavenworth, Everett, Edmonds, and Seattle, Washington; and Portland,
Oregon. This Amtrak service would likely be disrupted and impacted by the increase in congestion
caused by increased export coal train traffic. Freight congestion has caused massive delays and even
cancellations of a popular Amtrak train in recent months, a situation that could worsen as one of the
nation’s largest rail corporations plans to increase shipments of fossil fuels on much of the route,”
according to an article by Curtis Tate of the McClatchy Washington Bureau in December, 2013.

Amtrak also operates Amtrak Cascades Intercity Passenger Rail, which is sponsored by ticket-
buying passengers, the states of Washington and Oregon, and Amtrak. Amtrak Cascades service
operates on the same railroad tracks as freight trains, makes a limited number of stops, and connects
central cities between Vancouver, BC and Eugene, OR.

Sound Transit’s Sounder Commuter offers commuter rail service between Tacoma and
downtown Seattle with stops in Puyallup, Sumner, Auburn, Kent, and Tukwila, and between Everett
and downtown Seattle with stops in Edmonds and Mukilteo. It shares the same railroad tracks as
freight trains and Amtrak. In contrast to Amtrak, Sounder commuter rail makes frequent stops along
the 70-mile corridor between Everett and Tacoma, with service currently provided only during the
weekday morning and evening commute hours. Sounder commuter trains make additional stops
along the route at Mukilteo, Auburn, Kent, Sumner, Puyallup, and Tacoma’s Tacoma Dome station.
Sound Transit service would likely be disrupted and impacted by the increase in congestion caused
by increased export coal train traffic.
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Regulatory Review

There are many areas along the impacted railroad routes which would require significant
mitigation in order to alleviate the adverse impacts associated with the significant increase in coal
traffic that wuld result if coal export projects are developed and operate at their planned capacity.
State and local governments and other impacted and interested parties may have little input into
related rail infrastructure requirements and needs.

Cherry Point and Longview are currently undergoing an environmental review process. The
U.S. Army Corps of Engineers (USACE) is serving as the lead federal agency in the preparation of
Environmental Impact Statements (EIS’s) associated with the local improvements and installations.
USACE has declined to address cumulative impacts under the National Environmental Policy
Act (NEPA) and, in any event, USACE has no authority over interstate railroad movements. As a
result, the USACE permitting process does not provide a public forum to address rail infrastructure
requirements and needs that would be created by an increase in export coal rail shipments.

The Surface Transportation Board (STB) is an economic regulatory agency that Congress has
charged with resolving railroad rate and service disputes and reviewing proposed railroad mergers.
STB cases have often involved mitigation resulting from increased railroad traffic levels and several
cases have involved the proposed expansion of PRB coal movements.

In the 1995 railroad merger between UP and Southern Pacific (UP/SP), the city of Reno,
Nevada, along with many other cities and impacted parties, protested the merger, which required STB
approval, because of the predicted 40 to 50 trains per day which would run through town as a result
of the merger. Mitigation for Reno was a very expensive undertaking because the railroad tracks
run through the heart of Reno’s casino district. Several alternatives were considered and discarded,
including track relocation or by-pass and a tunnel. After a decade of litigation and negotiations, an
agreement was finally reached to excavate a 2.25-mile long, 33-feet-deep, and 54-foot-wide trench
through the city, which was not completed until 2005. The Reno trench cost an estimated $265
million, excluding debt.

Other potential expansions of railroad PRB coal movements have also been under the
jurisdiction of, and the subject of approval by, the STB, including the application filed by the Dakota,
Minnesota & Eastern Railroad Corporation (DM&E) to construct and operate 280 miles of new rail
line and the rehabilitation of approximately 600 miles of existing rail line in Wyoming, South Dakota,
and Minnesota. The STB is currently reviewing the revised Tongue River Railroad Company (TRRC)
application to construct a new 42-mile line from Colstrip to the Otter Creek Mine near Ashland, MT
to access PRB coal.

In the DM&E case, the railroad projected the movement of up to 100 million tons of coal
through either populated or environmentally sensitive areas, or both. The STB prepared a Draft
and a Final EIS. The STB conducted biological surveys for threatened and endangered species and
cultural resource surveys for archaeological sites and historic structures. Additionally, the STB
gathered extensive data on air quality, crossing safety and potential delays, railroad and vehicular
traffic volumes, wetlands and aquatic resources, noise receptors, wildlife migration, and potential
impacts to ranching operations. There was extensive public involvement in the development of the
original EIS. STB worked with five cooperating Federal agencies, conducted dozens of meetings
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and received approximately 10,000 comments from agencies, elected officials, tribes, organizations,
businesses, affected communities, landowners, and other members of the public. As a result, the STB
identified and examined potential environmental impacts associated with the project and ordered 147
environmental conditions.

The DM&E proposal involved the construction of new rail lines in order to access PRB coal,
whereas the rail construction associated with the proposed PNW export terminals primarily involves
the construction of railroad track, storage areas and unloading facilities. The size, scope and problems
associated with DM&E’s proposed PRB coal project are similar in many respects to the proposals to
move PRB export coal tonnage to the PNW: the same commodity (coal); the same origin area (the
PRB); similar distances; and similar congestion and environmental problems. Indeed, as illustrated
in the following table (Figure 29), the traffic levels and adverse impacts associated with proposed
expansion of PRB to PNW export coal movements are likely much bigger than with the DM&E.

Figure 29
Comparison of Potential PRB to PNW Export Coal Volumes
With Projected Coal Volumes With DM&E

Potential PRB to PNW Export Coal Volumes

Low High

PRB to PNW Export Coal Tons Per Year (Millions) 128 170
PRB to PNW Export Coal Trains Per Day (Loaded and Empty) 47 63

Projected DM&E PRB to U.S. Coal Volumes
Low High

DM&E Proposed PRB Coal Tons Per Year (Millions) 20 100
DM&E Proposed PRB Coal Trains Per Day (L&E) 8 34

The STB is currently reviewing TRRC’s revised application. The STB’s Draft Scope of Study
has been revised to reflect that the EIS will evaluate the potential downline rail traffic congestion
as well as road traffic congestion at road/rail grade crossings resulting from increased transaction-
related rail line traffic. The EIS will describe the existing road/rail grade crossing delay and analyze
the potential for an increase in delay related to the proposed rail operations.**

However, the STB is not a participating agency in EIS processes associated with the proposed
Longview and Cherry Point export terminals. Therefore, neither the STB or any other government
agency is addressing the whole picture from end to end and, the STB is not positioned to impose
mitigating conditions, which could help alleviate congestion problems that would result from an
increase in PRB to PNW export coal movements.

Heavy Traffic Still Ahead
February 2014 58



Conclusions

If the plans to expand existing PNW coal terminals and construct new PNW coal terminals proceed
and if these terminals operate at full capacity (100%), we calculate that, by 2018, PRB to PNW export
coal movements could reach 98.92 million tons per year, which equates to 36.44 loaded and empty trains
per day. By 2023, PRB to PNW export coal movements could reach 170.32 million tons per year, which
equates to 62.74 loaded and empty trains per day. Even if one assumes that these terminals would operate
at 75% capacity, we calculate that, by 2018, PRB to PNW export coal movements could reach 74.19
million tons per year, which equates to 27.32 loaded and empty trains per day. By 2023, PRB to PNW
export coal movements could reach 127.74 million tons per year, which equates to 47.06 loaded and
empty trains per day.

These loaded and empty coal trains (27 to 63 trains per day), along with up to 22.42 Bakken
oil trains, would go through numerous populated cities, towns, communities, parks, forests and other
environmentally sensitive areas -- blocking traffic, causing vehicular and railroad traffic congestion,
creating logistics problems, adversely impacting wildlife, polluting the air, lakes and rivers, and ground,
creating noise, and resulting in numerous other related problems.

BNSF would likely dominate this large and expanding PRB to PNW export coal market. BNSF’s
routes from the PRB to the PNW are significantly shorter than UP’s routes and BNSF has a lower cost
structure. As a result, BNSF can provide transportation rates which are significantly lower than UP and
thus would likely capture the lion’s share of an expanding and lucrative PRB to PNW export coal market.

BNSF’s shortest PRB to PNW railroad route covers a distance of 1,135 miles, but the potentially
impacted area is extremely broad covering a total rail distance of over 4,000 miles. These railroad routes
traverse many environmentally sensitive areas, such as Glacier National Park in Montana, as well as
many major populated areas, such as Sheridan, Wyoming; Spokane and Seattle, Washington; Billings,
Montana; and Portland, Oregon.

Many of the impacted railroad line segments already have significant rail capacity and congestion
issues associated with current rail traffic, such as PNW import and export intermodal container traffic and
grain railroad traffic. As a result of these capacity and congestion problems, there are many areas which
would require major upgrading and expansion of existing railroad tracks.

In some cases (such as in Sheridan, Spokane and Billings) new rail by-passes may be required
around populated areas. It is likely that hundreds of miles of railroad lines would require expansion from
single to double or even triple track. Other railroad infrastructure, such as bridges, tunnels, highway
crossings, track and ties, would also need to be replaced or upgraded in order to adequately, efficiently
and safely handle the expected traffic levels.

There are many areas along the impacted railroad routes which would require significant mitigation
to alleviate the adverse impacts associated with a potential significant increase in coal traffic. The
required upgrading and expansion of railroad tracks and related infrastructure could well cost billions of
dollars. Although BNSF has already secured millions in federal funding to upgrade its privately-owned
track in Washington, state and local governments would likely bear the brunt and burden of related
local costs and would likely be required to spend hundreds of millions of dollars in related mitigation,
litigation, debt and other costs associated with the necessary improvements to accommodate export coal
traffic levels.
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Appendix 1

Responses from MRL and UP to WORC’s Request for Information

¢ Montana Rail Link

MONTANA RAIL LINK INC.

101 INTERNATIONAL WAY

POST OFFICE BOX 16390
MISSOULA, MONTANA 59808-6390
{406) 523-1500

September 27, 2013

Matt Jones

BNSF Railway

Public Affairs

Regional Director — Montana and Wyoming
1555 Campus Way

Suite 201

Billings, MT 59102

Mr. Jones,

Please find attached request for information from the Western Organization of Resource Councils dated
September 16,2013, We would greatly appreciate BNSF Railway responding to the request as Montana
Rail Link is not the originating carrier and cannot accurately forecast potential volume for shippers that
are not located on our railroad.

Your assistance with this matter is greatly appreciated.

Thank you,

p f’f/ ,
&{ [P T OVIRY S

Jim Lewis
Director of Sales & Marketing

CC:

John Smillie
Campaign Director
Western Organization of Resource Councils
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UNIOH PACIFIC RAILROAD

301 Morth East Snd Avenun Brock Melson Direcior Public Affairs
Partland, Qregon 97232

P 503 249 3078
c 803 320 3099
F 407 233 3162

E banslsongup.coms

November 1, 2013

John Smillie

Campaign Director

Western Organization of Resource Councils
220 South 27" Street

Billings, Montana 59101

Dear Mr. Smillie,

| am in receipt of your letter dated September 17, 2013 to Union Pacific's President and
CEQ Mr. Jack Koraleski. Union Pacific currently hauls coal on behalf of our customers
through thousands of communities around our 23-state network. However, the only coal
train we currently move through Washington and Oregon for one of our customers
originates with Union Pacific in Spokane, Washington, travels through eastern
Washington crossing the Columbia River near Hermiston, Oregon, and is delivered to
Boardman, Oregon, once a week.

There are two proposed facilities currently that could create an opportunity for increased
coal shipments on Union Pacific: Port of Morrow in Boardman, Oregon and Millennium
Bulk Terminals in the Longview, Washington. The coal proposed to move to these
proposed terminals on Union Pacific could originate at the Powder River Basin, or at
mines Union Pacific also serves in Colorado and Utah.

Analysis by third parties, including your own organization and the Washington
Department of Transportation, have estimated that Union Pacific customers could have
an additional four to six trains per day moving coal through the Columbia River Gorge.
Our current estimates are much lower than that. The same third parties have predicted
that Union Pacific would deliver up to two trains a day to the port of Morrow through
Spokane, Hermiston and then to Boardman. We feel that the proposed coal trains that
would be added would sfill be a small percentage of our train traffic in the PNW.,
Assuming the additional train count at full build out were added to our 2012 business,
these routes would still see fewer trains than were on these tracks as recently as 2007.

WAELUP o m BUILDING AMERICA"
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Qur top priority is to provide our existing customers excellent service. We are constantly
looking for ways to provide current and potentially new customers with high value
logistics solutions. New customers do not come online at the expense of existing
business. If additional capacity is required on Union Pacific’'s network, it will be done
with private dollars.

Union Pacific works proactively with the communities where we operate trains. We have
strong relationships with cities in Oregon and Washington, and we plan to continue

meeting with those communities to maintain a constructive exchange about our
presence in the community.

Sincerely,

Y 2748

Brock Nelson

Director Public Affairs
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Appendix 2

Railroad Line Segments Impacted By
Bakken Crude Oil Shipments to PNW Terminals

Destination / Line Segment Railroad Miles Barrels Per Trains Per Day

Day Loaded Empty Total
Tesoro/Savage - Vancouver, WA BNSF | - 360,000 5.14 5.14 10.28
BP Refinery - Ferndale, WA BNSF | - 70,000 1.00 1.00 2.00
Imperium Terminals - Hoquiam, WA BNSF | - 70,000 1.00 1.00 2.00
Shell Rrefinery - Anacortes, WA BNSF | - 60,000 0.86 0.86 1.72
Tesoro Refinery - Anacortes, WA BNSF | - 50,000 0.71 0.71 1.42
U.S. Development - Hoquiam, WA BNSF |  -—--- 50,000 0.71 0.71 1.42
Phillips 66 Refinery - Ferndale, WA BNSF | - 35,000 0.50 0.50 1.00
U.S. Oil and Refining - Tacoma, WA BNSF | - 35,000 0.50 0.50 1.00
Global Partners - Clatskanie, OR BNSF | - 28,600 0.41 0.41 0.82
Westway Terminals - Hoguiam, WA BNSF [ - 26,300 0.38 0.38 0.76
Total 784,900 11.21 11.21 22.42
Williston, ND to Snowden, MT (Hi-Line) (Assumes 100% from Williston) BNSF 26.0 1,484,900 21.21 21.21 42.42
Snowden, MT to Billings, MT (Est. to Non-PNW Destinations via Billings) BNSF 305.0 700,000 10.00 10.00 20.00
Snowden, MT to Shelby, MT (Hi-Line) BNSF 389.0 784,900 11.21 11.21 22.42
Shelby, MT to Sandpoint, ID (Hi-Line) BNSF 3379 784,900 11.21 11.21 22.42
Sandpoint, ID to Spokane, WA BNSF 70.5 784,900 11.21 11.21 22.42
Spokane, WA (Latah Jct.) to Everett, WA (Stevens Pass / Cascade Tunnel) BNSF 301.1 215,000 3.07 0.00 3.07
Everett, WA to Burlington, WA BNSF 39.0 215,000 3.07 3.07 6.14
Burlington,WA to Anacortes, WA BNSF 16.0 110,000 1.57 1.57 3.14
Burlington, WA to Bellingham, WA BNSF 24.0 105,000 1.50 1.50 3.00
Bellingham, WA to Ferndale, WA BNSF 9.0 105,000 1.50 1.50 3.00
Everett, WA to Auburn, WA (via Seattle, WA) BNSF 55.6 0 0.00 3.07 3.07
Spokane, WA to Pasco, WA BNSF 149.4 569,900 8.14 11.21 19.35
Pasco, WA to Vancouver, WA (Columbia River Gorge Route) BNSF 219.8 569,900 8.14 0.00 8.14
Vancouver, WA to Clatskine, OR BNSF/UP 65.0 28,600 0.41 0.41 0.82
Vancouver, WA to Longview, WA BNSF 35.4 181,300 2.59 5.55 8.14
Longview, WA to Centralia, WA BNSF 47.1 181,300 2.59 5.55 8.14
Centralia, WA to Hoquiam, WA BNSF 57.0 146,300 2.09 2.09 4.18
Centalia, WA to Tacoma, WA BNSF 50.0 35,000 0.50 6.05 6.55
Tacoma, WA to Auburn, WA BNSF 18.0 0 0.00 6.05 6.05
Pasco, WA to Auburn, WA (Stampede Tunnel Route) (Empty Only) BNSF 227.5 0 0.00 11.21 11.21
Total Rail Miles Impacted | e 24423 | e | e | e | e
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