





lllinois Department of Transportation

Bureau of Railroads, Room 402
3215 Executive Park Drive / Springfield, lllinois / 62703

February 22, 2006

Dear Rail Program Amendment Recipient:

This document is an amendment to the FY 2005 lllinois Rail
Improvement Program Supplement. This amendment analyzes
the potential for use of state funds as a share of the costs required
to construct new rail infrastructure at the River's Edge area of the
Tri-City Regional Port District in Granite City, lllinois. This
amendment presents the lllinois Department of Transportation’s
findings on the benefits and costs associated with the project,
using a benefit/cost methodology prescribed by the Federal
Railroad Administration (FRA). The publication of this amendment
is a required step in making a project eligible for assistance using
federal funds under the Department’s Rail Freight Loan Program,
but does not in itself guarantee the project will be funded.

| urge you to review this Amendment and to provide comments.
Comments may be made orally or in writing. As described more
fully in the following Offer of Public Meeting, an informational
meeting may be held if sufficient interest warrants. Please call or
send comments to:

Bureau of Railroads — Rm. 402

Division of Intermodal & Public Transportation
lllinois Department of Transportation

3215 Executive Park Drive

Springfield, lllinois 62703

Should you have any questions or desire additional information,

please call Mr. Steve McClarty in the Bureau of Railroads at (312)
793-3940.

Sincerely,

John Schwalbach
Chief, Bureau of Railroads
Enclosure
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PUBLIC HEARING OFFER

The lllinois Department of Transportation hereby provides an offer
for a public meeting. Should sufficient interest warrant, the
Department would provide an informational meeting on the

Tri-City Regional Port District
River's Edge Port Rail Project

In lieu of a meeting, more information is available and written or oral
comments can be tendered for the record to the contact below.

The Department proposes to release funds for assisting in the
construction of new track at the Tri-City Regional Port District's
River's Edge industrial park area. The proposed project would
extend rail capabilities to new facilities that would then be served by
both rail and barge modes. The proposed improvements in the rail
freight facilities could be financed in part by the lllinois Rail Freight
Program. Copies of the report detailing costs and benefits may be
obtained free of charge by calling or writing to the party at the
address shown below.

Comments for the record may be forwarded to this address, and will

be accepted for public record until March 24, 2006. Any interested

person who believes a public hearing should be held for this project
should forward a written request on or before March 14, 2006 to:

Mr. Steve McClarty
Bureau of Railroads Room 402
lllinois Department of Transportation
3215 Executive Park Drive
Springfield, Illinois 62703
Phone: (312) 793-3940



PREFACE

The purpose of this amendment to the FY 2005 Rail Improvement Program is to
present an analysis formulated, using a methodology prescribed by the Federal
Railroad Administration in the Local Rail Service Assistance Program to assist in an
investment decision concerning the construction of additional new track for Tri-City Port
Regional District located in Granite City, lllinois.

The lllinois Department of Transportation provides financial assistance to railroads, rail
users, and units of local government for projects that maintain, improve and enhance
rail freight services in lllinois. All projects financed by the Department must be analyzed
and found eligible using an approved benefit/cost methodology. Projects analyzed with
a resulting benefit to cost ratio of one or greater are eligible for the program. It is
important to note that additional criteria as outlined in the program rules must also be
met before any project funds might be obligated.
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LINE: TRI-CITY REGIONAL PORT River’s Edge Rail Project
OWNER: TRI-CITY PORT DISTRICT

OPERATOR(S): TERMINAL RAILROAD ASSOCIATION OF ST. LOUIS &
RESPONDEK RAILROAD CORPORATION

PROBLEM STATEMENT

Will the benefits of an investment of funds to construct new track and related facilities as
part of the redevelopment of this former U.S. Army military facility in Granite
City/Madison equal or exceed its costs, and provide sufficient justification to commit to
this expenditure?

This analysis will examine the issues and quantify the benefits of a public sector
investment in the rail infrastructure described in more detail in the following pages

BACKGROUND

Southwestern Madison County, including Tri-City Regional Port District (TCRPD),
encompasses an overall territory of 77 square miles in the communities of Granite City,
Madison and Venice (the “Tri-Cities”) in Southwestern lllinois, just five miles east and
north of St. Louis Missouri. TCRPD was established by the State of Illinois in 1959. Itis
one of 14 port districts which are special —purpose units of local government. The
River's Edge area of the Port’s property began as an Army depot in 1942 and continued
to be used for military support and storage and distribution service — Charles Melvin
Price Support Center - through 2001, when it was declared excess property by the
Federal government. TCRPD obtained title to the property on April 22, 2002, through
the USDOT Federal Maritime Administration’s Port Conveyance program. Seven
hundred fifty three (753) of a total of 801 acres is now owned by TCRPD. Additional
property will be conveyed after completion of environmental studies

The challenge for TCRPD is to redevelop the transportation infrastructure. The River's
Edge property originally had rail lines constructed within its boundaries for military
purposes which were subsequently removed by the federal government. With most of
that rail infrastructure missing, only minor parts of ballast section could be recovered,
thus the Port must rebuild trackage to support redevelopment.



CURRENT CONDITIONS

LOCATION:

As shown on the map in Figure 1 the TCRPD facilities affected by this project are more
specifically located adjacent to the Chain of Rocks Canal, Locks 27, and that portion of
the navigable upper Mississippi waterway that begins at what is known as river mile
184.1. As shown in more detail in Figure 2 the TCRPD facility is undergoing
redevelopment adjacent to the Mississippi River /Chain of Rocks Canal stretches from
a southern boundary near the Merchants Bridge (crossing of the Terminal Railroad
Association, -TRRA) and extends on northward for a length of approximately 10.1
miles to the Chain of Rocks Upper entrance at 194.2

FIGURE 1
TRI CITY REGIONAL PORT DISTRICT PROJECT LOCATION MAP
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Figure 2
Project Site & Track Layout
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INVESTMENT OPTIONS
NULL ALTERNATIVE—- NO INVESTMENT

With no capital investment in the rail infrastructure within the River’'s Edge facility the
TCRPD will be limited in its ability to develop the property for civilian use, thus the
property will remain primarily an abandoned military depot with its only use as
warehousing and storage. TCRPD does have an advantage currently of having 2/3 of
the River's Edge facility designated as part of Foreign Trade Zone (FTZ) # 31. This
area of the port is designated by the federal government for the duty-free entry of
goods. Merchandise may be stored, displayed, assembled, packaged, or used for
manufacture within the zone and re-exported without duties being levied. According to
the District’s re-development strategy report, TCRPD has a total of 1.7 million square
feet of US FTZ space in two locations available for use. Under the null alternative, it is
assumed that the facility will continue in operation at its existing level of less than optimal
service, and indeed that the TCRPD could market existing vacant space for some rail
dependent industries, which is what it is currently doing. Rail access will continue with
the existing operator providing labor on TCRPD power and equipment as necessary.
The TCRPD will continue to maintain its existing facilities, but there would be no
improvements in speed or service levels over that which now exists. Net revenues to
the carriers remain constant, at marginal, profitable, non-disclosed levels.

INVESTMENT OPTION 1:

$27.9 Million for construction of the loop tracks, the new harbor and the new distribution
center. As detailed in Table 1 that follows, this investment constructs the necessary
trackage to operate the distribution center and container facility.



ITEM

LOOP TRACK CONSTRUCTION:
LABOR & EQUIPMENT:

Erosion Control

Exc to emb & waste incl clearing and grubbing
Place and compact subballast

Place drainage structures 12" Diameter

Table One

UNIT

ACRE
C.v.
N.T.
L.F.

18" diameter L.F.
24" diameter L.F.
30" diameter L.F.

6" diameter underdrains L.F.
Rip rap placement N.T.
Sawecut pavement L.F.
Breakup, remove & dispose of pavement SY.
Container yard pavement/drainage cleanup L.S.
Place No. 8 turnout EACH
Unload ballast N.T.
Unload and place walkway ballast C.Y.
Remove and scrap track EACH
Construct track T.F.
Surface, line and dress track and turnouts T.F.
Adjust roadway approaches N.T.
Concrete grade crossing surface T.F.
Solid timber grade crossing surface T.F.
Four board timber and ballast crossing surface T.F.
Direct fixation turnout construction L.S.
Asphalt grade crossing approaches S.Y.
Overhead electric, 8 locations LINE
Underground communications LOC.
Underground sewer LOC.
Install railroad cross buck and other signs EACH
Highway guard rail L.F.

Total Labor and Equipment

CONTRACT
QUANTITY

12
34001
21054

32

74

432
94
1610
82
1221
2000

9452
268
2868
14387
15594
1350
1064
160
32

1711

51

42
630

UNIT
PRICE

$250.00
$5.00
$5.00
$25.00
$35.00
$50.00
$55.00
$10.00
$15.00
$5.00
$3.00
$7,500.00
$11,500.00
$2.00
$1.50
$6.00
$18.00
$2.50
$5.00
$50.00
$125.00
$55.00
$5,000.00
$12.00
$1,500.00
$2,500.00
$25,000.00
$250.00
$25.00

EXTENDED
COST

$3,000
$170,005
$105,270
$800
$2,590
$21,600
$5,170
$16,100
$1,230
$6,105
$6,000
$7,500
$23,000
$18,904
$402
$17,208
$258,966
$38,985
$6,750
$53,200
$20,000
$1,760
$5,000
$20,532
$76,500
$5,000
$50,000
$10,500
$15,750

$967,827



Table One (continued)

MATERIAL
Rail 115# Class 1 Jtd relay (28,774LF no turnouts)
Tie plates, (AREMA plan 8)
Cross ties, 7"x9"x8'6"
Cross ties, 7"x9"x9', in grade crossings
115# No. 8 TO complete w/ timbers, rail & OTM
Ballast
Walkway ballast
Spikes
Rail anchors
Joint bars
Nuts, bolts and washers
Annular 2-2/3"x1/2" corrugated coated steel pipes
12" diameter, 14 gauge
12"dia 14 gauge 24" long connecting band
18" diameter, 14 gauge
18"dia 14 gauge 24" long connecting band
24" diameter, 14 gauge
24"dia 14 gauge 24" long connecting band
30" diameter, 12 gauge
30"dia 12 gauge 24" long connecting band
6" diameter, perforated underdrains w/ end caps,
tees, connecting bands and hardware
Annular 2-2/3"x1/2" corr plain galv steel pipes
24" diameter, 14 gauge
24"dia 14 gauge 24" long connecting band
Subballast, including roadway adjustments
Geotextile fabric
Rip rap
Concrete grade crossing surface
Solid timber grade crossing surface
Four board timber grade crossing surface
Timber screws
Asphalt
Cross buck and other signs
Timber roadway sign posts
Cross tie and switch tie disposal
Direct fixation turnout components
Salvage rail and turnouts
Total Material

TOTAL ESTIMATED RAIL PROJECT COSTS

N.T.
EACH
EACH
EACH
EACH

N.T.

C.y.

KEG
EACH
PAIR
EACH

L.F.
EACH
L.F.
EACH
L.F.
EACH
L.F.
EACH

L.F.

L.F.
EACH
N.T.
S.Y.
N.T.
T.F.
T.F.
T.F.
EACH
N.T.
EACH
EACH
EACH
L.S.
G.T.

552
17,840
8,081
839

2
9,452
268
268
12,260
738
4,428

32
1
74
2
104

94

1,610

412
12
21,388
2,200
82
1,064
160
32
3,757
943
42

42
1,765

38

$630.00
$5.00
$40.00
$45.00
$20,000.00
$10.00
$15.00
$85.00
$2.00
$55.00
$2.00

$20.00
$40.00
$25.00
$50.00
$50.00
$100.00
$55.00
$110.00

$10.00

$45.00
$90.00
$8.00
$3.50
$10.00
$150.00
$100.00
$50.00
$2.00
$45.00
$200.00
$60.00
$4.00
$5,000.00
($120.00)

CONTINGENCIES
ENGINEERING

$347,760
$89,200
$323,240
$37,755
$40,000
$94,520
$4,020
$22,780
$24,520
$40,590
$8,856

$640
$40
$1,850
$100
$5,200
$300
$5,170
$220

$0
$16,100

$18,540
$1,080
$171,104
$7,700
$820
$159,600
$16,000
$1,600
$7,514
$42,435
$8,400
$2,520
$7,060
$5,000
($4,560)

$1,507,674
$247,550
$136,153

$2,859,204



In addition to the $2,859,204 investment in track facilities detailed on the previous page,
TCRPD needs to make an investment in material handling equipment and storage to
bring about the new harbor and distribution center. It envisions an “environmentally
controlled warehouse which can ship and receive product by any transportation mode.
Indeed the linchpin of the development is the construction and operation of a high
valued, climate controlled, warehouse.

Upon securing commitments on the part of the TCRPD customer base (new and
existing), TCRPD would install an additional $18 million in capital improvements to
construct the center and $7 million to construct the new harbor at the River’'s Edge
facility. These facilities will include cross levee crane ways and warehouse facilities
accessible to both truck and rail via cranes.

The total cost of the investment in Option 1 taking into account track work, harbor,
ancillary facilities and the distribution center is $27,824,715, which include contingencies
and engineering.

Cost for Benefits/Cost is reduced, using the residual value, which approximates the
economic value of the asset at the end of the 10 year project life. For the distribution
center, the economic life is assumed to by 30 years with 50 % of the project cost being
materials. Therefore, its estimated residual before discount is $17,965,511 x .50 =
$8,982,755. Utilizing the discount factor for a 10 year present worth of 0.6756 (PWF @
4% - 10 yr) the center’s present value residual is $4,491,377 ($8,982,755 x 0.6756).

The new harbor costs are assumed to have no residual value at the end of the project
life, thus no value is assigned to it.



Table 2

RAIL FACILITIES INFRASTRACTURE
RESIDUAL VALUE CALCULATION

RAIL&OTM TIES
COST: $347,760 $400,995
% OF LIFE TOTAL
REMAINING AFTER x50% x34%
10 YEARS*:
$173,880 $136,688 $310,568

Present worth factor
4% 10yrs -0.6756 0.6756

Residual $209,820
value:

The project alternative’s total cost is reduced by the residual value amounts of the rail
alternative residual value plus the center’s facilities investment residual value which
yields a net cost for analyzing the benefits vs cost as shown below:

Total Investment Option 1 Cost: $27,824,715
Distribution Center Residual Value Present Worth ($4,491,377)
Harbor Residual Value Present Worth ($0)
Rail Residual Value Present Worth (see Table 2) ($209,820)
Total Investment Option 1 Residual: ($4,701,197)
Total Net Cost for B/C Analysis: $23,123,518



BENEFITS

An investment in the TCRPD facilities opens up the distribution center operations. This
is assumed to be the first phase necessary to make the operation viable with the
contract operator providing the labor for switching operation. The TCRPD did economic
modeling as part of its application to take over the facilities and using US Maritime
Administration 1/0O models. Of singular interest to this analysis is the 2 million tons in
additional new product that TCRPD plans it will handle once the distribution center is
constructed. In addition to the center, TCRPD anticipates that it can create
advantageous marketing opportunities for dry bulk, and container traffic as part of the
overall development effort. While impossible to predict with certainty over a ten year
horizon, TCRPD believes it can reasonably see throughput levels in the distribution
center of 2 million tons per year , with dry bulk tonnages of half that much, 1 million tons
on a yearly basis. General cargos and container traffic which will come along in out
years are anticipated at the level of 100,000 tons and 12,000 TEU per year.

At this level of activity the benefits categories, additional jobs, retained jobs and
transportation efficiencies become apparent: A ten year benefit stream is as follows:

Annual Transportation Efficiency Benefits:

All traffic is included as required by FRA rules and the increased amount to the
carriers total $728,250 annually. The transportation mode efficiencies on this loop
amount to a $2.00 per ton savings. At an estimated 2,000,000 tons to the distribution
center annually amounts to a $4,000,000 benefit per year.

Annual Economic Benefits:

It is anticipated that 234 jobs will be either created or retained with the
construction of the overall facility, these jobs generate $3.1 million in payroll per year.
Thus, employment impacts amount to $3,100,000 annually.

The total benefit/cost ratio is derived as follows:

{Annual Employment + Annual Transportation Efficiency Benefits} x SPWF 10yrs 4%
Total Net Cost (Capital Cost less Residual)

B
C

{$3,100,000 + $728,250 + $4,000,000} x 8.1109
$27,824,715 - $4,701,197

$63,494,152 = 2.75
$23,123,518



