International Trade Overview,
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Today’s Discussion

Global Trade Trends, Challenges, Change

China, Emerging Market Sources

Supply Chains, Inbound, Outbound

Challenges-

Canada’s O

Ports Overview, North America
Rall, Inland Ports

Distribution Strategies

_abor, Fuel, Security

pportunities




Logistics Cost Breakdown 2008 Est.
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Our Discussion Focus

* Provide information to support the thesis that
overseas trade Is leading to supply chain
reconfiguration that is driving port, inland port
real estate developments and new logistics
and transportation opportunities.




U.S. Imports Have Declined with the
Weakening of the U.S. Economy ...

... the depreciating dollar, and record oil prices
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2008 Total TEU Growth

Port of Entry
Los Angeles

Jan — Jul 08 TEU Volume

4,472,638

% Growth Change
-6.1%

Long Beach

3,778,129

-9.4%

NY/NJ

2,311,371

+5.6%

Savannah*

1,298,428

+7.0%

Oakland

1,319,739

-2.8%

Hampton Roads (VA)

1,208,948

+1.3%

Seattle

1,025,579

-8.0%

Houston*

1,096,000

+10.5%

Prince Rupert*

435,000

Montreal

858,700

Vancouver

1,298,520

Halifax*

203,910

Tacoma

1,094,019

** Jan — June 2008 to Growth Over Same Period 2007




Top Ranked Global Ports TEU

Singapore 24.7TM
Hong Kong 23.5M
Shanghai 21.7M
Shenzhen 18.4M
Bousan 12.0M
Kaohsiung 9.7M
Rotterdam 9.6M
Dubal 8.9M
Hamburg 8.8M
10.Los Angeles 8.4M
12. Long Beach 7.2M
18. New York/New Jersey 5.0M
39. Oakland 2.3M
45. Vancouver 2.2M
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MACRO Goods Movement Picture

* China/Asia is still the manufacturing leader
In the world.

e Fuel costs and surcharges are definitely
playing into manufacturing locational
decisions.

e Port growth Is important to know, but where
the BOX gets opened is the key driver!!




What Can We Expect In the
International Supply Chain?

e The Global Supply Chain:

— Seeks lower labor content, which

— Extends the logistics chain, w

— Creates less predictable supp

nich

y chains, which

— Drives demand for MORE inventory through
MORE ports to MORE Distribution Centers in

more locations




Global Trade Routes
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China Trade Impact

* |n 1995, no major liner services called
at a mainland China port. Today, every
major liner service has calls at multiple

China ports

* By 2008, “Greater China” global
throughput will be near 34%




China Rail Expansion
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Shanghai International Shipping Center
Yangshan Deep Port & Logistics Park

New Port City

New Logistics
Park
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ISO Standards: TEU/FEU

Twenty-Foot Equivalent

Forty-Foot Equivalent
Container=2 TEUs or 1 FEU







Container Ship Evolution




How BiIg Is Emma?




Panama Canal

Canal operating at close to capacity 38-42 transits

Limited ship-sizes that can operate, 110 feet wide
max

10/22/2006 referendum passed to approve funding
new locks, 181 feet wide, 7 years to complete
project, big impact on USEC and Gulf Ports

Suez Canal diversions already part of logistics
trends




Panama Canal




Suez Canal Capabillities

Water depth 53 feet going to 73 feet in 2010
Width of 180 feet

Length 163 km long

Can accommodate vessels of 150,000 tons
displacement, 12,000 TEU vessels

Currently running 7 strings of ships to USEC

More vessels using route in the future.




Suez Canal




Survey of 900 Importers— July 2008




Inbound Supply Chain Description




The Supply Chain System

e Custodians move goods from origin to destination
In a cost effective manner, prevent loss and
damage, and provide predictable delivery of
goods In an increasingly complex system

Control based on agreements between buyer and
seller related to:

Transportation, carriage of products
Export/import clearances, related fees

Who owns the risk for the condition of the
products in transit, and where the transfer
OCCUrS: Insurance







Control Over the Physical Movement
of Goods In a Supply Chalin

Buyer exerts control over some of/part of/all
of the custodians

Seller exerts control over some of/part of/all
of the custodians

Others exert control, dictated by both/either
the buyer or seller over some of/part of/all of
the custodians: 3PL, agent, carrier, 4PL




Site Selection Fundamentals

e Site Selection Elements
— Population, Reach in 5/10 Hours
— Labor, Market Dynamics
— Store/Delivery Configurations
— Transportation Services, Inbound,
Outbound
— Land Avallability, Zoning Requirements
— Community Relations, Incentives




Fundamentals of Inbound

* Inbound to Distribution Centers (DC):

— Port to DC by truck, container intact

— Port to DC by truck, rail, truck,
container intact

— Port to Transloader, Cross-dock center,
to DC by truck on domestic trailer

— Port to Transloader, Cross-dock center,
to DC by truck, rail, truck on domestic
box/trailer




Fundamentals of Outbound

Outbound from DC is more complex and more specific
to individual strategies

Outbound from I-DC to R-DC is full truckload
Outbound from R-DC to stores:

— Truckload and less than truckload (LTL)

— “Milk runs” or less than truckload to local, regional
stores, street-front retail deliveries

— Regional consumer, fulfillment, LTL/expedited/
specialized LTL, FedEx or UPS, air, expedited,
ground, deferred products

Or a mix of some, all of the above




Intermodal Routes to Major Inland Ports
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East Coast — West Coast
DC Model (2 DC Model)




POOL Warehouse Model -
Using more “Gateway Ports”




Major Population Centers
Forecast for 2030

Cascadia
+38%

Atlantic
Seaboard

M Great Lakes
Horseshoe +10%
[-35 Corridor
Valley of +40%
the Sun .
+81‘§/lo [-85 Corridor
+35%
Gulf Coast
Belt +31% Southern
Florida

+52%




Canada’s West Coast Container Ports

Port of Vancouver Overview

e Canada’s top ranking port in terms of total cargo
handled and total container throughput.

70% of the total containers arriving at this port
destined for inland markets.

Moved approximately half of the total containers
moved through Canadian ports — more than 2.3
million TEUSs.

Capable of handling vessels in the super-post
Panamax capacity.

Three modern container terminals with ten total
berths in operation and another under
construction.




Canada’s West Coast Container Ports

Port of Prince Rupert Overview

* Operates deep water berth space, direct outbound rail services to markets within
Central Canada and the U.S.

Offers a distinct time to market advantage over its U.S. rail competitors serving the
Chicago market via Los Angeles/Long Beach.

Port geographical location allows carriers to shave miles and hours of
transit from Northern China locations.

The 24 hectare terminal is the first
dedicated intermodal (ship to rail)
container terminal in North America, with
a capacity to move 500,000 TEUSs per
year.

Expected to begin a second round of
expansion (2009), when completed in
2012 will boost overall capacity over 5
million TEUs annually.




Canada’s East Coast Container Ports

Port of Halifax Overview

* Located one day closer to Southeast Asia than any other North American East
Coast container port (via the Suez Canal).

This Port has minimal tides, no currents and is ice-free. The deep water (45-50 feet)
makes Halifax one of the few facilities on the east coast (other than Norfolk and
post-dredging, NY/NJ) which can handle fully laden post-Panamax container ships.

Two container terminals operate at the Port: Fairview Cove - six container gantry
cranes and two berths and South End Terminal - six container gantry cranes and

five berth spaces.

CN has direct double stack services to western locations throughout Canada and
the Central U.S. from this location.




Canada’s East Coast Container Ports

Sydney and Medford Project Overview

SydPort, at Sydney, Nova Scotia, is a public-privat e partnership with a vision
and plan to construct and operate a deep water cont  ainer terminal.

Rail served would require a shortline operation to connect with CN main line at
Truro and more improvements to support double stack service.

Development timeframe of 2015-1018.

Sydney Harbor is ice free, has adequate water depth and could be dredged to
compete with other East Coast ports.

The site is currently an industrial park and dredge spoils would be used to claim
land for terminal construction.

Medford, located on the Straits of Canso, has a pub lic-private partnership with
plans to construct a deep water container terminal.

Requires not only the construction of a new rail connection from Medford to the
main CN line, but will also require funding for the construction of the entire
intermodal rail and container terminal system.

This project, given today’s challenging economic context, will not get “construction
traction” for many years.




Canadian National Rail Service Map




Canada National’s Rail Overview

* CN has routing protocol agreements with every
Class | railroads and others.

The latest transaction has been the proposed
acquisition of a major part of the Elgin, Joliet &
Eastern Railway Company’s (EJ&E) rail network
which runs around the Chicago metro area. If
approved by the regulatory authorities this would add
an extra level of network fluidity to CN.

* Route miles (includes Canada and the U.S.) 20,421.




Canadian Pacific Rall Service Map




Canadian Pacific Rail Overview

« Based in Calgary, Alberta, Canadian Pacific Railway (CPR)
Is a Class 1 North American railway providing freight
transportation services over a 14,000-mile network in
Canada and the U.S.

In 2001, CPR opened an exciting new chapter in their history
when they became a fully independent, publicly traded
company once again.

In September of 2007, CPR reached an agreement to
acquire Dakota, Minnesota & Eastern Railroad expanding its
current network by approximately 2,500 miles and increasing
Its access to U.S. Midwest markets including agri-products,
coal and ethanol.




Canada’s Inland Port Landscape

 Edmonton serves as a key distribution and
service center for major natural resources
In Western Canada:

— Ollsands reclamations,
— Petrochemical industry forward staging,
— Diamond mining, and is the

— First major metropolitan market on rail route
from Prince Rupert port on CN rail.




Canada’s Inland Ports Landscape

e Calgary is a major transportation and distribution
center for Canada.

— Intersection for Trans Canada and CanaMex
Highway systems.

— Calgary and Edmonton the focus of the Alberta
Partnership and Inland Port Development
strategy.

— Alberta, Edmonton focused on changing Export
Distribution Center legislation in order to
compete with other G8 nations with Foreign-
Trade Zones.




Canada’s Inland Port Landscape

» Toronto is the 4t largest market in North
America and Is a critical distribution hub for
Ontario, Quebec and Northeastern U.S., ranks
as one of the largest industrial markets in NA.

 Toronto’s water trade linked to Great Lakes:
Seaway will not allow deep water
containerized vessels to call at Toronto.

e Large population cluster to drive industrial,
distribution activities.




Future and Present Challenges

World’s trade with North America (USA /Canada)
continues to grow. (2-3X GDP)

North American ports have limited physical capacity
to expand. Must have better through-put.

Rall infrastructure improving faster than Roads.

Most experts believe this trend continues for 10-15
years.

But, Alternative Routes are starting to take hold....




Where are these New Routes,
New Gateway Locations?

Mexico Is actively working on 2 Gateway
Locations that are definitely affecting trade:
Lazaro Cardenas and Punta Colonet.

The Panama Canal is to be expanded by 2014.
Expect more all-water to Gulf and East Ports.

The Suez in now becoming economical from N.
Asia as an alternative, all-water to NY/NJ and
the East Coast. 5 new services this year!




Economic and Supply-Chain
Challenges Ahead

Trucking industry challenges (TWIC, Driver
shortage, clean trucks)

Security challenges (10+2, Product Safety)

Port initiatives (GREEN) affecting container
Costs

Port/terminal efficiencies

The “R” Word




Logistics Challenges

Today’s “flow” challenges will become greater
over time

Pressure on ports will continue

Ralil volumes will continue to grow, investment
will not keep pace, rail velocity will slip

Highway congestion will hamper distribution and
oush distribution to more inland centers

_abor, security and environmental challenges
will not diminish




Questions?







Supply Chain Security

Customs-Trade Partnership against Terrorism
Container Security Initiative

Advanced Manifest System

Automated Targeting System

Smart Box, Container Security Device

Green Lane Processing

Safe Freight Initiative

Transportation Worker Identification Credential

World Customs Organization: “Authorized
Economic Operator




