NOTE: A previous version of this Document and the Associated Report was noted as Confidential.
This document has had the private information contained in Technical Appendix 5 removed and
replaced with a high-level summary to enable the public release of the majority of this report. This
version as been made public on the website of the Cape Breton Partnership in November 2023.




OVERVIEW

In January 2023, Logistic Marketing Services Inc. prepared a study for the Cape Breton
Partnership and the Scotia Rail Development Society focusing on the economic impact a
continuation of rail services in Cape Breton could offer. Logistic Marketing Services Inc. was the
lead consultant on the study, and contributions from AECOM Rail Freight Canada, Lonsdale
Business Development Ltd., and DMDE Engineering Ltd. were also utilized in the study.

The report is a pre-feasibility study that was completed for the Cape Breton Partnership to
identify “New and Existing Economic Opportunities in Relation to the Sydney Subdivision of the
Cape Breton and Central Nova Scotia Railway.” Information in the study shows that there
should be as many as 9,600 rail cars running annually on the Sydney Subdivison with potential
for growth beyond this number.

The main objective of the study was to consider the nature and volume of both inbound and
outbound truck and rail freight shipments occurring in the region as a means of predicting
whether sufficient rail-able freight volumes exist to support the restoration of service in the
Sydney subdivision, a rail line measuring 157 kilometres connecting communities from the
Town of Port Hawkesbury to Sydney, Nova Scotia.

The future prosperity of Atlantic Canada is closely tied with its ability to improve policies and
infrastructure to support and nourish companies in the region, including companies outside of
major population centres. By reestablishing the rail system, communities will be better
connected to one another, and globally. The increased potential for the shipment of goods into
the region by rail will be far more efficient than current logistics presently being used.

The projected costs are outlined as follows:

Cost to Repair $100 - $120 Million
Projected Cost to Repair the Port Hawkesbury to Page 11 of 35 of the Report
Sydney Portion of the CBNS To Track Class 3
Status
VS
Cost to Deconstruct $50 Million
Projected Cost to Deconstruct The Port On Page 21, the consultants note this cost to be
Hawkesbury to Sydney Portion of the CBNS as high as S50 Million, not including the
(Required if the Track is Not Repaired) opportunity cost of a permanently deconstructed
rail line
A
Cost to Construct a New Line $309 - $412 Million
Projected Cost of Building A New Line From On Page 21, the consultants note that the cost of
Scratch (With New Bridges and Trestles, not replacing the existing line would be three to four
including the necessary land purchase and times the cost of refurbishment, not taking into
assembly that would be required) account land purchase and assembly costs
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As the table illustrates, the cost to repair the Sydney Subdivision, while substantial, is only
about two to three times the cost to deconstruct the line, and creates a path to economic
growth, increased trade, and a more reliable logistics link to Newfoundland. Deconstruction, in
contrast, would not only be expensive, but instead of long-term economic benefit such a
decision would permanently cut off the second-largest population centre in Nova Scotia and
the Marine Atlantic ferry system to Newfoundland. It would also permanently bar one of the
most developed industrial harbours in the province from contributing to the Nova Scotia
economy and value proposition for future growth and development.

The projected cost of constructing a new line further underscores the relative value and need
to repair and refurbish the existing Sydney Subdivision.

STUDY HIGHLIGHTS

THERE IS DEMAND FOR RAIL SERVICE IN NORTHERN NOVA SCOTIA

There are two rail subdivisions that serve Cape Breton Island and northern Nova Scotia via the
shortline rail company Cape Breton and Nova Scotia Railway (CBNS). The subdivisions are:

Hopewell Subdivision — Running 187 kilometres in length, this line extends from Truro
to Havre Boucher with spurs at Stellarton to Abercrombie (16 kilometres) and New
Glasgow to Trenton (4.8 kilometres).

In 2023, the Hopewell Subdivision continues to operate, generating significant

rail traffic.

Sydney Subdivision - This line runs 183.3 kilometres in length, and extends from Havre
Boucher all the way to Sydney. Spurs for this line exist at Port Hawkesbury to Point
Tupper (1.9 kilometres) and Jefferson to Edwardsville (4.3 kilometres).

The study shows that there is a significant local demand for this service, in
addition to significant opportunities for international trade connections should
this line be refurbished (Page 13 of the Report).

Based on existing truck and rail freight data, the authors of the study estimate
that it is conceivable that a refurbished Sydney Subdivision could attract between
6,000 and 9,000 rail cars annually. (Pages 10-11 of the Report).
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INNOVATION DRIVEN ENTERPRISES REQUIRE ROBUST LOGISTICAL CONNECTIONS

As shown in this study, there has been a growing interest in Cape Breton Island as an enticing
location from which business can be conducted, and along with this revitalized interest brings a
renewed opportunity for the region.

In order to ensure this momentum continues and Cape Breton continues to emerge as world
class location for businesses to operate, a suitable rail system must be in place to facilitate this

movement.

These findings correlate with the research, objectives, and “must-win battles” of the Cape
Breton — Strait MIT REAP (Rural Entrepreneurship Acceleration Program), organized and
supported by the Cape Breton Partnership. This initiative revealed over 45 Innovation-drive
Entrepreneurs (IDE) in the Strait Cape Breton Region, as well as many supporting structures
such as the Verschuren Centre that foster those already here, and continue to attract others.

RE-ESTABLISHING RAIL SERVICE WILL BE AN ECONOMIC DRIVER

The cost of remediating the Sydney Subdivision has been estimated to cost between 5100
million and 5120 million. Statistics Canada publishes Input Output Multipliers to be used to

estimate the impact of capital investments, capturing the impact as investment flows through
the community and is re-spent by suppliers, workers, and so on. There is also a job-focused
multiple that estimates the direct and indirect employment created. For Nova Scotia, the
economic multiplier indicates that for every dollar invested, another 50.879 is recycled, and the

jobs multiplier is 4.577 jobs for every million dollars invested. (Page 11 of 35 of the Report)

The table below illustrates the projected economic impact of this initiative utilizing the

aforementioned parameters:

ECONOMIC IMPACT

CONSTRUCTION PHASE Low Medium High
Sydney Subdivision Refurbishment Investment 100,000,000 125,000,000 150,000,000
Economic impact multiplier per dollar of output .879x 87,900,000 108,875,000 131,850,000
Economic impact 187,900,000 234,875,000 281,850,000
Construction jobs 4577 per 51M spent 402 503 603
Indirect jobs 205 1,006 1,207
Construction phase job creation 1,207 1,509 1,810
CPERATIONS PHASE
Economic Impact
Tonnes shipped 128,383 128,383 128,383
Gross revenue per tonnge 10 15 20
Sub-total Gross Revenue 1,283,829 1,825,743 2,567,658
StatsCan Economic impact multiplier per dollar of output (x.8379) 1,128,485 1,692,728 2,256,971
Economic impact 2,412 314 3,618,472 4,824 629

StatsCan Indirect jobs multiplier (4.577 per 51M spent)

11

17

22

Direct jobs (indirect x 2)

22

33

44

Operations phase job creation

33

50

66

THE COST OF ABANDONMENT IS HIGH AND PERMANENT
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The study states that, if it is decided to abandon the Sydney Subdivision permanently, the cost
could be as much as $50 million. In recent years, a provincial subsidy has been in place in
exchange for the line not being abandoned, but the railway has now indicated a desire to
initiate the rail line abandonment process. If this were to occur, it would involve the removal of
the tracks and a commencement of environmental remediation processes. (Page 21 of 35 of
the Report)

ENVIRONMENTAL BENEFITS

Environmental concerns are a critical consideration for this initiative. An analysis of rail vs. truck
carbon emissions has found that a shift from truck to rail would result in a decrease of 5573.5
tonnes of C02, an increase of 7.8 tonnes of NOx, and an increase of 0.6 tonnes of particulate
matter. Utilizing tabletop emission factors, the authors concluded that the change in C02
emissions for truck vs. rail in Cape Breton would be a reduction of 4593.8 tonnes. This is
equivalent to removing approximately 100 cars from the road; at $50/tonne for carbon
emissions, the cost would be in the range of $230,000 to $250,000. (Page 27 of 35 of Report)

COMPETITIVENESS FOR RETAINING AND GROWING INDUSTRY

Organizational operating costs is projected to be impacted greatly as well. Diesel fuel is
reported to represent 25-30% of a Class 1 rail carrier’s operating costs and, as the table below
indicates, over the past decade fuel costs for trucks have ranged from 21% to 38% of total
operating costs, with the percentage moving in tandem with crude oil prices. (Page 28 of 35 of
Report)

Transport Truck Fuel Operating Cost as % of Total Operating Cost

Year 2013 | 2014 | 2015 (| 2016 | 2017 (| 2018 || 2019 | 2020 | 2021 | 2022

Fuel cost % of total operating cost | 38% 34% 26% 21% 22% 24% 24% 19% 22% ?

Average closing price of crude il 9798 | 9317 || 4866 || 43.29 | 508 | 6523 || 5699 | 3958 | 68.17 || 94.82

STRONG INDICATIONS OF LOCAL AND INTERNATIONAL DEMAND
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To assess the existence of commodity freight volumes that could potentially be switched from
truck to rail, data was obtained from Statistic Canada’s Canadian Freight Analysis Framework
(Technical Appendix 2). This data was used to generate a rail traffic forecast (Technical
Appendix 6) of future potential rail freight volumes to and from Newfoundland, Cape Breton,
and northern Nova Scotia. Some forecast highlights from Technical Appendix 6 are:

a. Newfoundland’s top three inbound by truck commodities are food (23%), miscellaneous
products (19%), and base metals (19%), constituting 63% of total shipments by weight.

Mewfoundland Inbound Truck
Commedity group T-year average MT % Rank
Agricultural products 71,040 5% 5
Food 274959 23% 1
Minerzls 17,488 1% 10
Fuel oils and crude petroleum 45,240 4% ]
Plastic and chemical products 40,425 4% !
Forest products 7,232 3% 5
Basz metals and articles of base metals 202,550 17% 3
Automaobiles and other trensportation equipment 19,603 X% ]
COther manufactured goods 116,833 10% 4
‘Waste and scrap 1,476 0B 11
Miscellanegus products 229 819 19% 2
Grand total 1,125,688 | 93%

b. Quebec and Ontario are the two top originating jurisdictions for Newfoundland’s
inbound truck commodities, constituting 58% of inbound traffic by weight.

Mewfoundland Inbound by Region
Rest of Nova Scotia 180,939
New Brunswick 177,406
Ouebec 306,544
Ontarig 352,507
United Smtes & Medco 79,641
‘Wastern Canada 28,652
Total 1,135,688

c. If we assume that 12% of Newfoundland’s inbound truck freight is converted to rail and
conveyed to Sydney where it would be transloaded into intermodal chassis and
delivered to Newfoundland, this would entail 5,266 x 53 ft intermodal units and 878
articulated flat rail cars per year, or 17 cars per week. (Page 8 of 28 of Technical
Appendix 6)

d. Newfoundland’s top three outbound commodities are Food (34%), base metals (19%),
and forest products (12%), constituting 60% of outbound traffic by weight. (Page 8 of 28
of Technical Appendix 6)

e. Newfoundland shipped 142,096 metric tonnes of food products off the island in 2021,
which includes 106,000 metric tonnes of seafood products. These products are
currently being trucked to domestic markets and to the USA or to Halifax where the
freight is transloaded to rail. If we assume that 12% of Newfoundland’s outbound truck
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freight amounting to 28,270 metric tonnes is conveyed to Sydney in 1,131 x 53’
intermodal units on chassis to be loaded onto 188 articulated flat rail cars per year, or 4
cars per week. (Page 10 of 28 of Technical Appendix 6)

BENEFIT & OPPORTUNITY FOR REGIONAL FISH & SEAFOQD INDUSTRY

It is projected that a major commodity that would be shipped over a refurbished CBNS Sydney
Subdivision line would be the food products category, particularly fish and seafood. The fish
and seafood industry in Cape Breton, northern Nova Scotia, and Newfoundland & Labrador is
substantial. Some key takeaways are:

a. Canadda’s fish and seafood exports were worth $8.79 billion in 2021, a 36% increase over
2020 and an 18% increase over the previous high in 2019. It is safe to say that the trend for
this industry on a national level is positive and steadily increasing, and this trend extends to
our region (source).

b. Quantity of exports nationally was 613,000 tonnes, which represented an 8% increase from
2020, while average fish and seafood export prices increased 26% over 2020 figures
(source).

c. Top destinations were the United States ($6.18 billion), China ($1.12 billion), and the EU
(excluding the UK) (5453 million) (source). Fish and seafood products shipped to markets
in the United States and Asia are either trucked directly to the USA customer, or trucked to
Halifax where they are moved into refrigerated intermodal containers and then put to rail.

d. The main exporting provinces were Nova Scotia ($2.48 billion), New Brunswick (52.21
billion), and Newfoundland & Labrador ($1.42 billion) (source).

Table 3. Canada’s Fish and Seafood Exports by Province and Territory, 2021

Value Quantity . Share of
$M) (thousand Species Exports
Province ( tonnes) P
Lobster 53.1%
Nova Scotia 2,480 159 Crab 14.1%
Scallop 6.8%
Lobster 56.1%
New Brunswick 2,211 124 Salmon 18.2%
Crab 16.5%
Crab 62.1%
Newfoundland and 1,422 106 Shrimp, Prawn 12.5%
Labrador
Lobster 8.5%
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MARINE TRANSPORT OPERATORS IN REGION

There are a number of major marine transportation organizations that are projected to be
major partners should the Sydney Subdivision line be restored and once again made
operational. A list of these projected partners and a brief description is outlined in the following
table:

Organization Summary
Name
Oceanex o Montreal based company with over 400 employees which provides intermodal

transportation services to the province of Newfoundland & Labrador.

o Provides vessel cargo services for the automotive industry transporting vehicles into
Newfoundland & Labrador

o This company is integrated with CN intermodal service yards across North America
where shippers can have their containers loaded to rail and delivered to coordinate
with Oceanex sailings from Halifax or Montreal to Newfoundland.

Marine o Anindependent Canadian federal Crown Corporation mandated to operate ferry

Atlantic services between Nova Scotia and Newfoundland & Labrador.

MSC: Global o A global container line headquartered in Geneva, Switzerland, which has 150,000
Shipping employees working from 675 offices worldwide.
o This company has 730 vessels traversing 260 routes while servicing 520 ports in 155
countries, shipping 23 million TEU on an annual basis
Company o The service to Corner Brook commenced in May of 2020 with sailings forecasted to be
twice a month. They deliver 350 empty containers to Corner Brook Pulp and Paper and
pick up containers loaded with newsprint.
Eimskip o Eimskip specializes in seafood and operates 17 vessels and 42 warehouses and cold
storages in North America, Europe, and Asia.
o They offer agency services, freight forwarding, trucking/distribution, warehousing,
terminal operations and also provide offloading, stevedoring, and cold storage
services from operations at Harbour Grace and St. Anthony.
o Eimskip interest in the region regarding the future of utilizing Sydney port and
integrated rail services.
ZIM Canada o ZIM Canada (website) is an integrated shipping company which currently transports
refrigerated containers from Halifax to Vancouver with a 10-day transit duration. If the
Sydney Subdivision of CBNS was operational, it is conceivable that Newfoundland-based
fish and seafood processors could utilize this system to access customers on the west
coast of the United States as well as Asia.
Corner Brook o In October of 2020, the Corner Brook Port Corporation (CBPC) announced that MSC
Port Mediterranean Shipping Company was increasing its container service with a weekly
call to the Ports of Montreal, Saint John, and Corner Brook. MSC is the only
international ocean carrier providing access to and from Asian and South American
markets directly linked to Newfoundland, and figures to be a critical player should the
Sydney Subdivision line be restored.

Container

Corporation
(CBPC)

Technical Appendix 7 presents GIS maps and company directories that reflect the location and
contact information for Nova Scotia and Newfoundland businesses in key sectors. The
underlying data was obtained from Scott’s Atlantic Directory, which is considered to be a
reliable source of data on Canadian manufacturers, industrial companies, wholesalers,
distributors, wholesale agents, and manufacturer’s sales offices. We can utilize this data to

~
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https://www.zim.com/news/reefers-blog/zim-canada-successfully-plans-inland-seafood-transportation-and-more

identify relevant products ordinarily trucked to/from Atlantic Canada or products that would
typically be railed and transloaded at other sites across the region.

Although there is no data specific to Cape Breton, it is projected that 31% of freight volumes
associated with the rest of Nova Scotia relate to Cape Breton (this assumption is based on a GIS
review of commercial business operations in Cape Breton that identified 111 manufacturing
and processing companies holding potential to utilize inbound and outbound truck freight.
Other factors that factored into this assumption included Cape Breton’s economy, which in
2015 saw 200 fisheries operations capturing 80% of the province’s seafood shipments by
volume.

RAIL ENABLES PRIVATE SECTOR PORT DEVELOPMENT

A significant negative future impact associated with the permanent abandonment of the
Sydney Subdivision would be the potential loss of opportunity for the Port of Sydney, which
comes equipped with several unique features that make it an attractive location for companies
seeking an ultra deep-water port on the east coast of North America. If similar portside
developments around the world are any indication, the investment range for this type of
economic development opportunity could easily range from $500 million to S1 billion. Port-rail
integration would be an absolute requirement for this type of investment to occur. (Page 21 of
35 of the Report)
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WE CAN LEARN FROM OTHER COMMUNITIES

The researchers did not assess or analyze data specific to Cape Breton in the periods before and
after the rail closure, however, past studies illustrate that communities impacted by this rail
closure have experienced:

o Reduced economic development and investment attraction opportunities

o Loss of high paying jobs

o Loss of businesses and/or a reduced performance as a result of higher logistic costs

o Loss of population

o Loss of tax revenues with the possibility of the reduction of local services or an increase in tax
o Increase in local street and road traffic, representing a threat to driver and pedestrian safety
o Increased road maintenance expense

o Increased noise and air pollution (increased carbon footprint)

o Reduced commercial and residential property values

SUMMARY

Top 3 takeaways

o Based on existing truck and rail freight data, the authors of the study estimate that it is
conceivable that a refurbished Sydney Subdivision could attract between 6,000 and 9,000 rail
cars annually.

o The authors believe that the most likely freight to be converted involve inbound and
outbound commodities associated with Cape Breton and Newfoundland & Labrador.

o An aggressive marketing strategy can be created and implemented to attract and retain new
customers as well as to maximize the output of existing customers, which would include
establishing and maintaining an excellent working relationship with the Class 1 carrier with
whom the shortline interchanges.

In summary, this “Report Highlights” document has included some brief descriptions of key
takeaways from the overall report developed by Logistic Marketing Services, Inc., but does not
describe all elements, so it is critical to review the entire report to understand the current
situation.

The main report takes a deep dive into these specific areas, and also describes other important
items to consider when developing a plan for the Sydney Subdivision short line.
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About Logistic Marketing Services Inc.

Logistics Marketing Services Inc is the lead consultant on this project in association with AECOM Rail Frieght Canada,
Lonsdale Business Development Ltd. and DMDE Engineering Ltd.

- Learn more about the Logistic Marketing Services Inc. here: www.logisticmarketing.ca

The consulting group has deep experience in geographic analysis, logistics, corporate finance, economic development,
heavy structural and civil engineering, and local knowledge of the history of rail in Unama’ki - Cape Breton.

¢ Lead Consultant Mr. David Spearin, President, Logistics and Marketing Services Inc. has a Bachelor of Arts in Geographic Analysis
from Ryerson University and has worked in the logistics field for over 30 years. Prior to initiating LMS in 1995, Mr. Spearin was the
Director of Logistics for Noranda Inc., one of Canada’s largest mining and metallurgy companies, and later with Central Canada Potash.
His clients include public entities and global corporations. and he has worked both domestically and internationally.

¢ Mr. John Falcetta, CCLP, MBA, Vice-President AECOM Rail Freight Canada, is responsible for AECOM'’s railway engineering,
consulting services in Canada. He has over 30 years of experience with a significant railway corporate, operations, finance, logistics,
trucking, warehouse management and a business management background. Mr. Falcetta has held executive positions within rail,
logistic transportation, logistics and warehousing companies, including Canada Pacific Railway, where he was involved in several development,
‘Q marketing operations, and commercial roles.

¢ Mr. Kim Lonsdale, MBA, President, Lonsdale Business Development Ltd. has a Masters Certificate in Project Management along
with extensive private and public sector employment and consulting experience that spans the areas of commercial debt and equity
finance, economic development, and investment attraction. From 2009-2013, Mr. Lonsdale served as the Director, Resource Sector
Development with the Saskatchewan Ministry of the Economy where he was responsible for the planning, development, and
implementation of economic development and investment attraction strategies for Saskatchewan's agriculture, agri-value, oil and gas,
forestry, manufacturing, minerals, manufacturing and transportation and logistics sectors. This experience provided Mr. Lonsdale with
a thorough understanding of the truck to rail logistics challenges facing Alberta and Saskatchewan companies in these sectors.

¢ Mr. Dan MacDonald, M.A.Sc. P.Eng., FEC, FCSSE, Senior Project Manager, CBCL Limited has a Master's degree in applied science in
structural engineering and has more than 40 years of experience specializing in project management heavy civil design engineering.
Mr. MacDonald was employed by Public Works Canada as a heavy civil design engineer and has been involved in numerous projects in
Atlantic Canada. In 1981, Mr. MacDonald joined the Cape Breton Development Corporation, coal mining operations and became the
Director of Engineering where he was responsible for 450 million dollars of construction. In 1989, Mr. MacDonald joined the consulting
engineering field, providing services to heavy industry, marine, power generation, and large-scale infrastructure projects.

Mr. MacDonald brings over 40 years experience in the delivery of projects in the Eastern, Cape Breton area and is fully aware of all of
the aspects of industry and transportation. He will provide his extensive knowledge of the region to this study.
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About the Cape Breton Partnership

The Cape Breton Partnership is Unama’ki — Cape Breton’s private sector-led economic development organization. The
Partnership brings together people who believe in the power of working together to increase economic opportunities and
seeks to transform Cape Breton-Unama’ki into the most creative and prosperous place on Earth.

- Learn more about the Partnership here: www.CapeBretonPartnership.com .

JEREN The Partnership is the Economic Development partner of 5 municipalities and 4 Indigenous communities in Unama’ki -
., S retan * Cape Breton through the Regional Enterprise Network program and with the support of the Province of Nova Scotia
e through the Department of Economic Development.

The Partnership commissioned this report to quantify and assess existing and new industrial economic opportunities for the
Sydney Subdivision rail line in support of the objectives of the Scotia Rail Development Society and the economic
development of the whole of Unama’ki — Cape Breton.

About the Scotia Rail Development Society

The Scotia Rail Development Society’s five-fold mission is to:

e Explore various options for continuation of the rail service to Sydney, Cape Breton

o Demonstrate the vital importance regionally in order to support the continuation of the rail link to Sydney, Cape
Breton
Support efforts to ensure continuation of the rail link to Sydney, Cape Breton
Secure in perpetuity the right of way of the line
Demonstrate that rail transport is the most affordable and environmentally friendly land transport for climate change
Learn more about the Society here: www.scotiarail.ca

.
a Rail
DEVELOPMENT SOCIETY

The Scotia Rail Development Society has long advocated for the development of a professional third-party report that will
quantify and assess existing and new industrial economic opportunities for the Sydney Subdivision rail line.
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Executive Summary

This report is a pre-feasibility study that was completed for the Cape Breton Partnership to identify “New and Existing Economic Opportunities
in Relation to Sydney Subdivision of the Cape Breton and Central Nova Scotia Railway.”

The Sydney Subdivision of Cape Breton and Central Nova Scotia Railway is a 157 km long rail line that connects the communities of Port
Hawkesbury and Sydney, Nova Scotia. Rail service was suspended in the subdivision in 2015 and its infrastructure has experienced some
degradation that will require significant investments to enable rail service to return. The purpose of the study is to consider the nature and
volume of inbound and outbound truck and rail freight shipments in the region as a means of predicting whether sufficient rail-able freight
volumes exist to warrant the restoration of service on the Sydney Subdivision.

The source of statistical data used to compile this report are Statistics Canada’s Canadian Freight Analysis Framework (CFAF) and Trucking
Commodity Origin and Destination Survey (TCOD) datasets. Statistics Canada gathers detailed freight logistics data using mandatory industry
surveys of Canada’s major air, truck and rail freight carriers, and/or other sources. The data for 2011-2017, which was released to the public in
2020, is the most recent freight information available and this is presented online in a searchable format that provides data concerning the
value, commodity, origin, destination, distance, number of shipments, weight transported, tonne-kilometres and revenue earned for different
modes of freight transportation in Canada. In relation to this study, inbound and outbound truck and rail freight volumes associated with 11
commodity groups were tracked from 19 North American jurisdictions.

To avoid replication of past research and analysis, a review of the nine previous Cape Breton rail studies was conducted (see page 22).

A GIS review of commercial business operations in Cape Breton identified 111 manufacturers and processors that could potentially utilize rail
freight services. Of the commodities associated with Newfoundland and Cape Breton, the most probable commodity of interest to a shortline
operating on the Sydney Subdivision would be fish and seafood. Atlantic Canada produces more than 400,000 tonnes of fish and seafood.
According to Fisheries & Oceans Canada’s Fish & Seafood Trade 2021 Overview, Newfoundland & Labrador exported 106,000 tonnes and
Nova Scotia exported 159,000 tonnes of fish and seafood products. Approximately 90% of these fish and seafood exports were shipped to the
USA (70%), Asia (20%) and Europe (10%). Fish and seafood products shipped to markets in the USA and Asia are either trucked directly to
the USA customer or trucked to Halifax to be stuffed into refrigerated intermodal containers and then loaded onto a ship bound for Europe, or
on a train bound for Canada’s west coast where it will be loaded onto a ship bound for Asia. Fish and seafood are not the only commodities
that could utilize rail but they represent a significant market opportunity for a shortline railway.
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As indicated in the two tables below, from 2011-2017 an average of 4,395,560 tonnes of inbound truck freight and 1,981,482 tonnes of
inbound rail freight were flowing from 19 jurisdictions to Nova Scotia and Newfoundland, and an average of 2,700,283 tonnes of outbound
truck freight and 1,988,616 tonnes of outbound rail freight was flowing from Nova Scotia and Newfoundland to those jurisdictions.

ALL Inbound Freight to NS & NFLD

Inbound truck 4,395,560 69%
Inbound rail 1,981,482 31%
Inbound total 6,377,041 | 100%

ALL Outbound Freight to NS & NFLD

Outbound truck 2,700,283 58%
Outbound rail 1,988,616 42%
Qutbound total 4,688,899 100%

CFAF identifies two jurisdictions for Nova Scotia, “Halifax” and the “Rest of Nova Scotia,” but there is no separate category for Cape

Breton. The authors conducted a GIS analysis of Nova Scotia businesses most likely to utilize rail and conclude that approximately 31% of
Rest of Nova Scotia rail and truck freight can be attributed to businesses operating in Cape Breton. This would be 31% of the Rest of Nova
Scotia’s 1,720,316 tonnes of inbound truck freight and 31% of the Rest of Nova Scotia’s 1,536,951 tonnes of outbound truck freight, which
amounts to an estimated 533,298 tonnes of freight inbound to Cape Breton and an estimated 476,455 tonnes of freight outbound from Cape
Breton. To put this in perspective, Statistics Canada’s CFAF data for 2017 indicates that the average for-hire commercial truck hauled an 11-
tonne load, which suggests that based on these truck volumes Cape Breton would experience 91,796 inbound/outbound commercial trucks
per year or annual average daily traffic (AADT) of 251 trucks per day.

The Province of Newfoundland also represents a market opportunity for a Cape Breton shortline. Between 2011 and 2017, Newfoundland
experienced an average of 944,750 tonnes of inbound truck freight and 235,586 tonnes of outbound truck freight. Marine Atlantic operates a
year-round ferry service between Cape Breton and Newfoundland that handles about 55% of Newfoundland’s surface freight, which suggests
that 516,912 tonnes of inbound truck freight and 129,572 tonnes of outbound truck freight travel through Cape Breton. To put this in
perspective, if these trucks were loaded to Statistics Canada CFAF’s 2017 average of 11 tonnes per load it would represent an estimated
59,000 trucks per year or annual average daily traffic (AADT) of 160 trucks per day.
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The objective of a shortline start-up would be to convince shippers to convert a percentage of these 411 daily trucks (i.e. 251+160) to utilize
rail. A tabletop analysis of rail vs truck carbon emissions suggests that if 15% of the region’s truck freight was conveyed by rail on the Sydney
Subdivision this would result in an estimated decrease of 5,574 tonnes of carbon dioxide (CO2), an increase of 7.8 tonnes of nitrous oxide
(NOx) and an increase of .6 tonnes of particulate matter. This may not seem substantial in terms of Canada’s strategy to reduce GHG
emissions associated with climate change, however, when one considers that transportation-related public health impacts associated with air
and noise pollution from heavy-duty freight engines are associated with respiratory and cardiovascular ilinesses, cancer, diabetes, nervous
system and cognitive effects, hospital admissions, sleep disruption, and premature mortality, this reduction should be seen in a positive light.
There is also the issue of public safety: while large trucks don't cause more accidents than other vehicles, when they are involved in collisions
the number of severe injuries or deaths increases. Lastly, a reduction in transport truck traffic would reduce the costs of maintaining public
infrastructure for the province and its municipalities.

To determine the appetite of local companies for shortline rail service in Cape Breton, the researchers conducted structured interviews with 16
Cape Breton Companies who collectively use trucks to receive 141,896 tonnes and ship 74,058 tonnes for a total of 215,924 tonnes, which
would equate to 2,947 railcars including well cars (containers), closed hoppers (plastic pellets, livestock feed), open hoppers (solid waste),
autoracks (cars and trucks), tankers (liquid asphalt), and boxcars (building products, bioproducts, agricultural products). Some of this
equipment would be difficult to consistently source, however, there are alternatives and a highly innovative, adaptive shortline that has
collaborative relationships with its upstream and downstream logistics partners can find ways to meet these needs. The positive feedback
received from Cape Breton shippers indicates a strong desire for rail service to be restored.

In addition to the rail volumes identified through the structured interviews, the authors reviewed the inbound and outbound freight streams
associated commodity mixes and based on their collective expertise estimate that an aggressively marketed shortline could attract somewhere
in the order of 6000 to 6600 railcars per year and when added to the 2947 railcars identified through the shipper interviews, this would come to
somewhere between 9000 and 9600 railcars per year. This is summarized by freight stream in the table below.
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RAIL DEMAND MODEL

Lower-end of Range

Upper-end of Range

Freight Stream Railcars Railcars per week Railcars Railcars per week
Newfoundland Truck Inbound 3,070 59 3,070 59
Newfoundland Truck Outbound 762 15 762 15
Halifax Truck Inbound
Halifax Truck Outbound
Rest of Nova Scotia Truck Inbound 593 11 1,159 22
Rest of Nova Scotia Truck Outbound 1,661 32 1,661 32
Halifax Rail Inbound
Halifax Rail Outbound
Rest of NS Rail Inbound
Rest of NS Rail Outbound
Sub-total 6,086 117 6,652 128
Cape Breton Rail Future (Interview results)
Cape Breton Future Inbound 1,816 35 1,816 35
Cape Breton Future Outbound 1,131 22 1,131 22
Sub-total 2,947 57 2,947 57
GRAND TOTAL 9,033 174 9,600 185

Note that the authors did not include a capture of market share of existing inbound or outbound rail volumes from Rest of Nova Scotia beyond
that identified in the shipper interviews.

The cost of remediating the Sydney Subdivision to Class | standards has been estimated at $100M-$120M. Statistics Canada publishes Input
Output Multipliers for each province to use in estimating the impacts of capital investments. The concept captures the impact as investment
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flows through the community and is re-spent by suppliers and workers and so on. There is also a jobs multiple that estimates the direct and
indirect employment created. For Nova Scotia, the economic multiplier indicates that for every dollar invested another $.879 is recycled and
the jobs multiplier is 4.577 jobs for every million dollars invested. A calculation of a low-medium-high scenario based on a $100M, $125M and
$150M investment during the Construction Phase and gross revenue per tonne revenue of $10, $15, and $20 during the Operations Phase
indicates that the estimated economic impact during the Construction Phase would range from $187.9M - $281.8M with an estimated 1207 to
1810 direct and indirect jobs created over two years, while the estimated economic impact during the Operations Phase would be $2.4M to
$4.8M with 33 to 66 direct and indirect jobs created.

ECONOMIC IMPACT
CONSTRUCTION PHASE Low Medium High
Sydney Subdivision Refurbishment Investment 100,000,000 125,000,000 150,000,000
Economic impact multiplier per dollar of output .879x 87,900,000 109,875,000 131,850,000
Economic impact 187,900,000 234,875,000 281,850,000
Construction jobs 4.577 per $1M spent 402 503 603
Indirect jobs 805 1,006 1,207
Construction phase job creation 1,207 1,509 1,810
OPERATIONS PHASE
Economic Impact
Tonnes shipped 128,383 128,383 128,383
Gross revenue per tonne 10 15 20
Sub-total Gross Revenue 1,283,829 1,925,743 2,567,658
StatsCan Economic impact multiplier per dollar of output (x.879) 1,128,486 1,692,728 2,256,971
Economic impact 2,412,314 3,618,472 4,824,629
StatsCan Indirect jobs multiplier (4.577 per $1M spent) 11 17 22
Direct jobs (indirect x 2) 22 33 44
Operations phase job creation 33 50 66
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Study Objectives

1. Identify the current inbound and outbound movement of freight by trucks and containers to Newfoundland and Cape Breton region by

commodity type and by geographic origin and destination provincial regions.
Identify the industries and commercial operations that truck commodities.
Evaluate the historical transport studies to cross-validate findings.

w N

4. ldentify the commodities with the most market potential to utilize an intermodal facility at Sydney to transfer products from trucks to
intermodal trains. In addition, identify various market scenarios to provide estimated TEU units of activity using different market share
assumptions that can be used for developing business case.

o

Current Freight Movement

Statistics Canada Data

Identify future other market export commodity opportunities that would benefit from rail and port of Sydney.
6. Develop economic impact model to measure potential direct and indirect benefits of refurbishing the Sydney Subdivision and
developing a container intermodal transfer site.

Statistics Canada’s Canadian Freight Analysis Framework (CFAF) and Trucking Commodity Origin and Destination Survey (TCOD) datasets

are the sources of statistical data used in this report. Statistics Canada gathers commercial air, truck and rail freight data using mandatory
industry surveys of Canada’s major freight carriers, and/or other sources. The data for 2011-2017 is the most recently released information
and this is presented online in a searchable format that provides data concerning the value, commodity, origin, destination, distance, number
of shipments, weight transported, tonne-kilometres and revenue earned for different modes of freight transportation in Canada. This data
reveals the types and volumes of rail-able commodities that are being trucked in and out of these regions. This data was used to generate a
rail traffic forecast of future inbound/outbound rail freight volumes from the following 19 jurisdictions:

New Brunswick

Windsor, Ontario

Edmonton, Alberta

Québec, Quebec

Rest of Ontario

Rest of Alberta

Montréal, Quebec

Winnipeg, Manitoba

Vancouver, British Columbia

Rest of Quebec

Rest of Manitoba

Rest of British Columbia

Oshawa, Ontario

Saskatoon, Saskatchewan

United States and Mexico

Toronto, Ontario

Rest of Saskatchewan

Hamilton, Ontario

Calgary, Alberta
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And the following 11 commodity groupings:

Agricultural products Plastic and chemical products Other manufactured goods
Food Forest products Waste and scrap

Minerals Base metals and articles of base metals Miscellaneous products
Fuel oils and crude petroleum Automobiles and other transportation equipment

The challenge in estimating future freight volumes lies in the lack of a specified scenario with assumptions that help refine the analysis. To
address this issue, a Microsoft Excel-based Scenario Generator was developed and is included with this report. This tool contains all of
Statistics Canada’s CFAF 2011-2017 truck and rail freight data, including the commodity mix and origin/destination of shipments associated
with the relevant freight streams which are presented herein. This tool allows users to quickly drill down and view the inbound and outbound
commodity mixes for each jurisdiction, and new scenarios can be quickly developed based on changing the market share assumptions for
each freight stream.

The authors of this study believe it is possible that a refurbished Sydney Subdivision can provide a critical link in attracting future rail traffic for
Cape Breton region and provide a fulcrum for traffic to and from Newfoundland that utilizes Marine Atlantic ferry services between Sydney and
Port aux Basque. Researchers considered various scenarios and settled on the basic assumption that during the reconstruction period of the
Sydney Subdivision, a shortline start-up operation would focus its marketing efforts on nearby prospects and work outward from there. In other
words, the shortline would pursue inbound and outbound freight volumes associated with Cape Breton and Newfoundland businesses, which
the authors believe holds the most promise for conversion to rail.

Inbound Outbound Freight Summary Tables

Newfoundland Inbound Truck Commodity Mix

Newfoundland Inbound Truck

Commodity group 7-year average MT % Rank
Agricultural products 71,040 6% 6

Food 274,959 24% 1

Minerals 17,498 2% 10

Fuel oils and crude petroleum 45,249 4% 8

Plastic and chemical products 49,428 4% 7

Forest products 97,232 9% 5

Base metals and articles of base metals 202,550 18% 3
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Automobiles and other transportation equipment

19,603

2%

Other manufactured goods 116,833 10%

Waste and scrap 1,476 0% 11

Miscellaneous products 229,819 20% 2
Grand total 1,125,688 | 100%

Newfoundland Inbound Truck by Originating Jurisdiction

The Microsoft Excel-based Scenario Generator that accompanies this report contains Statistics Canada’s CFAF truck and rail freight data
which includes the commodity mix and origin/destination of shipments associated with the relevant freight streams presented herein. This tool
allows users to drill down and view the commodity mixes for each jurisdiction.

Newfoundland Inbound by Originating Jurisdiction

7-year average MT % Rank
Rest of Nova Scotia, origin of shipments 180,939 16% 2
New Brunswick, origin of shipments 177,406 16% 3
Rest of Quebec, origin of shipments 31,722 3% 5
Montréal, Quebec, origin of shipments 151,640 13% 4
Québec, Quebec, origin of shipments 123,181 11% 9
Oshawa, Ontario, origin of shipments 5,298 0% 13
Toronto, Ontario, origin of shipments 223,233 20% 1
Hamilton, Ontario, origin of shipments 20,773 2% 10
Windsor, Ontario, origin of shipments 2,662 0% 19
Rest of Ontario, origin of shipments 100,541 9% 6
Winnipeg, Manitoba, origin of shipments 4,099 0% 16
Rest of Manitoba, origin of shipments 1,331 0% 22
Saskatoon, Saskatchewan, origin of shipments 1,948 0% 21
Rest of Saskatchewan, origin of shipments 2,434 0% 20
Calgary, Alberta, origin of shipments 3,605 0% 17
Edmonton, Alberta, origin of shipments 6,108 1% 11
Rest of Alberta, origin of shipments 2,726 0% 18
Vancouver, British Columbia, origin of shipments 5,365 0% 12
Rest of British Columbia, origin of shipments 1,036 0% 23
United States and Mexico, origin of shipments 79,641 7% 8
Grand total 1,125,688 100%
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Newfoundland Inbound Truck Estimate of Potential Rail Demand

Newfoundland Outbound Truck Commodity Mix

RAIL DEMAND SUMMARY Lower end of Range Upper end of Range
Freight Stream Railcars Railcars Railcars Railcars
per week per week
Newfoundland Truck Inbound 3,070 59 3,070 59
Newfoundland Outbound Truck
Commodity group 7-year-average % Rank
Agricultural products 5,825 1% 6
Food 103,181 | 25% 1
Minerals 12,112 3% 8
Fuel oils and crude petroleum 4,042 1% 10
Plastic and chemical products 9,460 2% 9
Forest products 34,845 8% 3
Base metals and articles of base metals 14,384 3% 2
Automobiles and other transportation equipment 8,924 || 2% 11
Other manufactured goods 20,696 5% 5
Waste and scrap 16,991 4% 7
Miscellaneous products 48,965 | 12%
Total 279,424 | 67%

Newfoundland Outbound Truck by Destination

Newfoundland Outbound by Destination 7-year-average % Rank
Rest of Nova Scotia, destination of shipments 43,838 11% 1
New Brunswick, destination of shipments 74,904 18% 2
Québec, Quebec, destination of shipments 6,067 1% 8
Montréal, Quebec, destination of shipments 29,338 7% 6
Rest of Quebec, destination of shipments 21,590 5% 5
Oshawa, Ontario, destination of shipments 1,607 0% 9
Toronto, Ontario, destination of shipments 27,800 7% 4
Hamilton, Ontario, destination of shipments 2,879 1% 11
Windsor, Ontario, destination of shipments 1,961 0% 9
Rest of Ontario, destination of shipments 12,806 3% 7
Winnipeg, Manitoba, destination of shipments 1,548 0% 13
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Newfoundland Inbound Truck Estimate of Potential Rail Demand

Rest of Nova Scotia Inbound Truck Commodity Mix

Rest of Manitoba, destination of shipments 745 0% 15
Saskatoon, Saskatchewan, destination of shipments 44 0% 18
Rest of Saskatchewan, destination of shipments 1,858 0% 12
Calgary, Alberta, destination of shipments 478 0% 17
Edmonton, Alberta, destination of shipments 2,957 1% 10
Rest of Alberta, destination of shipments 558 0% 16
Vancouver, British Columbia, destination of shipments 4,343 1% 8
Rest of British Columbia, destination of shipments 785 0% 14
United States and Mexico, destination of shipments 43,317 10% 3
Total 279,424 67%
Freight Stream Railcars | Railcars per week | Railcars | Railcars per week
Newfoundland Truck Outbound 762 15 762 15

Rest NS Inbound Truck

Commodity group MT % Rank

Agricultural products 83,445 5% 7

Food 578,833 34% 1

Minerals 29,863 2% 9

Fuel oils and crude petroleum 50,303 3% 8

Plastic and chemical products 103,848 6% 4

Forest products 277,770 16% 3

Base metals and articles of base metals 95,510 6% 5

Automobiles and other transportation equipment 23,135 1% 10

Other manufactured goods 87,946 5% 6

Waste and scrap 17,638 1% 11

Miscellaneous products 372,025 22% 2

Total 1,720,316 100%
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Rest of Nova Scotia Inbound Truck by Origin

Rest NS Inbound Truck 7-yr-average MT | % Rank
New Brunswick, origin of shipments 686,388 40% 1
Québec, Quebec, origin of shipments 56,533 3% 7
Montréal, Quebec, origin of shipments 207,580 12% 4
Rest of Quebec, origin of shipments 104,857 6% 6
Oshawa, Ontario, origin of shipments 1,514 0% 15
Toronto, Ontario, origin of shipments 210,875 12% 3
Hamilton, Ontario, origin of shipments 20,683 1% 8
Windsor, Ontario, origin of shipments 1,655 0% 14
Rest of Ontario, origin of shipments 127,768 7% 5
Winnipeg, Manitoba, origin of shipments 2,281 0% 13
Rest of Manitoba, origin of shipments 838 0% 16
Saskatoon, Saskatchewan, origin of shipments 485 0% 17
Rest of Saskatchewan, origin of shipments 366 0% 18
Calgary, Alberta, origin of shipments 3,036 0% 12
Edmonton, Alberta, origin of shipments 5,153 0% 10
Rest of Alberta, origin of shipments 11,951 1% 9
Vancouver, British Columbia, origin of shipments 3,428 0% 11
Rest of British Columbia, origin of shipments 1,235 0% 14
United States and Mexico, origin of shipments 273,690 16% 2
Total 1,720,316 | 100%
Rest of Nova Scotia Inbound Truck Estimate of Potential Rail Demand
Freight Stream Railcars | Railcars per week | Railcars | Railcars per week
Rest of Nova Scotia Truck Inbound 593 11 1,159 22
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Rest of Nova Scotia Outbound Truck Commodity Mix

Rest of Nova Scotia

Rest NS Outbound Truck

Commodity group 7-year-average MT % Rank
Agricultural products 203,051 13% 6
Food 406,749 26%
Minerals 51,219 3% 8
Fuel oils and crude petroleum 3,107 0% 12
Plastic and chemical products 247,075 16%

Forest products 253,335 16%

Base metals and articles of base metals 95,954 6%
Automobiles and other transportation equipment 9,354 1% 11
Other manufactured goods 32,673 2% 9
Waste and scrap 24,947 2% 10
Miscellaneous products 209,488 14% 5
Total 1,536,951 100%

Outbound Truck by Destination

Rest NS Outbound Truck 7-year-average MT % Rank
New Brunswick, destination of shipments 524,757 34% 1
Québec, Quebec, destination of shipments 31,041 2% 7
Montréal, Quebec, destination of shipments 106,762 7% 4
Rest of Quebec, destination of shipments 72,930 5% 6
Oshawa, Ontario, destination of shipments 4,150 0% 13
Toronto, Ontario, destination of shipments 150,029 10% 3
Hamilton, Ontario, destination of shipments 18,504 1% 8
Windsor, Ontario, destination of shipments 1,075 0% 16
Rest of Ontario, destination of shipments 78,492 5% 5
Winnipeg, Manitoba, destination of shipments 5,122 0% 10
Rest of Manitoba, destination of shipments 1,451 0% 15
Saskatoon, Saskatchewan, destination of shipments 863 0% 17
Rest of Saskatchewan, destination of shipments 308 0% 19
Calgary, Alberta, destination of shipments 8,200 1% 9
Edmonton, Alberta, destination of shipments 4,793 0% 11
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Rest of Alberta, destination of shipments 2,762 0% 14
Vancouver, British Columbia, destination of shipments 4,648 0% 12
Rest of British Columbia, destination of shipments 836 0% 18
United States and Mexico, destination of shipments 520,230 34% 2

Total

1,536,951 100%

Rest of Nova Scotia Outbound Truck Estimate of Potential Rail Demand

Freight Stream

Railcars

Railcars per week

Railcars

Railcars per week

Rest of Nova Scotia Truck Outbound

1,661

32

1,661

32

Economic Impacts

Impact of Rail Service Termination

Past

The authors did not assess or analyze data specific to Cape Breton in the periods before and after the rail closure, however, past studies have
indicated that communities impacted by rail closure have experienced:

¢ Reduced economic development and investment attraction opportunities
e Loss of high-paying jobs
e Loss of businesses and/or reduced business performance due to higher cost logistics

e Loss of population

e Loss of tax revenues with the possibility of reduction of local services or an increase in taxes
* Increase in local street and road traffic and increased road maintenance expense
* Increased levels of noise and air pollution
¢ Reduced commercial and residential property values

The loss of rail service on the Sydney Subdivision followed the loss of the coal and steel industries, which together represented massive social
and economic costs for Cape Breton. However, these costs will have already been experienced and the region’s people and its companies
have either adapted or moved on. Whether looking forward or backward in time, it is hard to put a price on the loss of a generation of skilled
workers, entrepreneurial talent and investment capital that accompanies a long-term economic downturn.
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Present
Another issue difficult to place a value on is that while the Sydney Subdivision sits at a standstill, the regional logistics environment continues
to evolve as other jurisdictions capture emerging opportunities.

To a certain extent, the loss of economic opportunities associated with rail closure were offset by a proportionate gain in economic
opportunities for the trucking industry and its supply chain, as Cape Breton companies who were shipping by rail in the years leading up to
2014 shifted their freight volumes over to trucks, thereby creating a roughly equivalent number of jobs and business opportunities in the
community. This extends to other businesses as well; for example, Port Hawkesbury Paper (PHP) has monetized some of their unused rail
infrastructure and provided CBRS with access to a rail spur for 15 cars and some warehouse space on PHP’s site. The intent of the CBRS in
setting up this transload site was to provide Cape Breton shippers with the ability to continue accessing rail for inbound and outbound freight.
The stakeholder interviews associated with this report have confirmed that at least one company is currently utilizing this infrastructure.

For several years, CBNS owners offset their costs for the Sydney Subdivision with a provincial subsidy that hinges on the line not being
abandoned. The railway has now indicated a desire to initiate the rail line abandonment process on the Sydney Subdivision, which would see
the tracks removed and environmental remediation commenced. The deconstruction of the Sydney Subdivision could cost as much as $50M,
and assuming local contractors and workers are used, a substantial portion of this would be spent in Nova Scotia. The cost of removal and
remediation would likely be recovered by the owner from the sale of scrap steel and/or useable rails, switches and so on, but there is not likely
to be any net salvage value.

Future
By far the most significant negative future impact associated with the permanent abandonment of the Sydney Subdivision would be the

potential loss of opportunity for the Port of Sydney, which has several unique features that make it an attractive location for companies
seeking an ultra-deep-water port on the east coast of North America. If similar portside developments around the world are any indication, the
investment level for this type of economic development opportunity could easily range from $500M-$1B. Port-rail integration would be an
absolute requirement for this type of investment to occur. If the tracks on the Sydney Subdivision remain in place, this opportunity remains in
play because it is conceivable that the line could be refurbished sometime in the future by replacing the ties and ballast and repairing some
trestles and bridges. However, if the tracks were removed, the likelihood of it being replaced would be virtually nil because the cost of
developing a new rail line with new bridges and trestles would be 3-4 times the cost of refurbishing the existing line.
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Impact of Rail Service Reinstatement

The cost of remediating the Sydney Subdivision to Class | standards has been estimated at $100M-$120M. Statistics Canada publishes Input
Output Multipliers for each province to use in estimating the impacts of capital investments. This concept captures the impact as investment
flows through the community and is re-spent by suppliers and workers and so on. There is also a jobs multiplier that estimates the direct and
indirect employment created. For Nova Scotia, the economic multiplier indicates that for every dollar invested another $.879 is recycled and
the jobs multiplier is 4.577 jobs for every million dollars invested. The table below depicts a low-medium-high scenario based on a $100M,

$125M and $150M investment during the Construction Phase and gross revenue per tonne revenue of $10, $15 and $20 during the

Operations Phase.

ECONOMIC IMPACT

CONSTRUCTION PHASE Low Medium High
Sydney Subdivision Refurbishment Investment 100,000,000 125,000,000 150,000,000
Economic impact multiplier per dollar of output .879x 87,900,000 109,875,000 131,850,000
Economic impact 187,900,000 234,875,000 281,850,000
Construction jobs 4.577 per $1M spent 402 503 603
Indirect jobs 805 1,006 1,207
Construction phase job creation 1,207 1,509 1,810
OPERATIONS PHASE
Economic Impact
Tonnes shipped 128,383 128,383 128,383
Gross revenue per tonne 10 15 20
Sub-total Gross Revenue 1,283,829 1,925,743 2,567,658
StatsCan Economic impact multiplier per dollar of output (x.879) 1,128,486 1,692,728 2,256,971
Economic impact 2,412,314 3,618,472 4,824,629
StatsCan Indirect jobs multiplier (4.577 per $1M spent) 11 17 22
Direct jobs (indirect x 2) 22 33 44
Operations phase job creation 33 50 66

The $100M cost estimate to refurbish the Sydney Subdivision was based on the cost to replace ties and ballast.
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Environmental Carbon Modal Shift Benefits

Our tabletop analysis of rail vs truck carbon emissions suggests that a shift from truck to a Class | carrier would result in a decrease of 5573.5
tonnes of CO2, an increase of 7.8 tonnes of NOx and an increase of .6 tonnes of particulate matter. Using tabletop emission factors, the
authors conclude that the change in CO2 emissions for truck vs rail in Cape Breton would be a reduction of 4593.8 tonnes.

Carrier type || Emissions factor CO2 Emissions

Truck 52.93 5,906.00
Rail 11.76 1,312.20
Change MT - 4,593.80

This is equivalent to removing ~100 cars from the road. At $50 per tonne for carbon emissions, the cost would be in the range of $230K to

$250K.

Regional Transportation Historical Studies Review

The following past studies were reviewed, summarized and the data cross-checked:

Minister’s Rail Advisory Committee, Cape Breton Rail Studies

Assessment of the Upcoming Economic Opportunities in Cape Breton in Relation to Rail Services, 2015, ATN Consulting

Assessment Rail/Truck Shipping Between Cape Breton and Mainland Nova Scotia, 2015, Marinova

Summary Report: Overview of Studies Undertaken with Respect to Rail Services on the Sydney Subdivision, 2015, Group ATN
Consulting Inc.

Newfoundland Domestic Trade Routes & Competition Assessments CPCS, 2015, Transport Canada

Study on Potential Hub Spoke Container Transhipment Operations in Eastern Canada for Maritime Movements of Freight, 2008, CPCS
Nova Scotia Port Competitiveness, 2018, CPCS

Nova Scotia Transport Infrastructure Roads (NSTIR)

Ports of Sydney Master Plan, 2007 CBCL, Bermello Ajamil & Partners, Martin Associates
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Marine Transportation Regional Assessments

Oceanex
Oceanex Inc. is a Montreal-based company with over 400 employees that provides intermodal transportation services to the province of

Newfoundland and Labrador. This includes pier-to-pier (between marine terminals) and door-to-door (from shipper's warehouse to consignee’s
facility) transportation services utilizing three RoRo vessels capable of handling 20’, 40’ and 53’ intermodal containers. Oceanex also provides

vessel cargo services for the automotive industry transporting vehicles to NL. The company offers vessel service from Montreal and Halifax
and can provide intermediate transfer of container cargos from international inbound/outbound marine cargo shipments arriving in
Montreal/Halifax for any freight that is destined to Newfoundland. The company is also integrated with CN intermodal service yards across
North America (i.e. Brampton, Montreal, Chicago, Detroit, Indianapolis, Winnipeg, Calgary, Edmonton, Saskatoon, Regina, Vancouver and
Moncton) from which shippers can have their containers loaded to rail and delivered to coordinate with Oceanex sailings from Halifax or
Montreal to Newfoundland.

Marine Atlantic
Marine Atlantic is an independent Canadian federal Crown corporation mandated to operate ferry services between the provinces of

Newfoundland and Labrador and Nova Scotia. They offer a year-round, 96 nautical mile daily ferry service between Port aux Basques,
Newfoundland and Labrador and North Sydney, Nova Scotia, as well as a daily 280 nautical mile ferry sailing from mid-June until late
September between Argentia, Newfoundland and Labrador and North Sydney, Nova Scotia.

MSC: Global Container Shipping Company
MSC is a global container line headquartered in Geneva, Switzerland with 150K employees working from 675 offices worldwide. They have

730 vessels traversing 260 routes while servicing 520 ports of call in 155 countries and they ship 23 million TEU annually'. Canadian ports
served by MSC include: Bécancour, QC; Halifax, NS; Montreal, QC; Vancouver, BC; Prince Rupert, BC; Quebec City, QC; Saint John, NB and
Corner Brook, NL. The service to Corner Brook commenced in May 2020 with sailings forecast to be twice a month. They deliver 350 empty
containers to Corner Brook Pulp and Paper and pick up containers loaded with newsprint.

1 www.msc.com
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Eimskip
Eimskip is a global shipping company headquartered in Reykjavik, Iceland that has 55 offices in 20 countries. Eimskip specializes in

worldwide freight forwarding services with a focus on frozen and chilled commodities. Eimskip operates 17 vessels and 42 warehouses and
cold storages in North America, Europe, and Asia. Their Canadian office is in St. John’s and their vessels service the ports of Argentia and St.
Anthony in Newfoundland, and Halifax, Nova Scotia. They offer agency services, freight forwarding, trucking/distribution, warehousing,
terminal operations and also provide offloading, stevedoring, and cold storage services from operations at Harbour Grace and St. Anthony.
Eimskip offers sailing services for its charter ships from St John’s and Halifax and Portland ME to northern European Atlantic ports. The
company specializes in seafood. They also indicate interest in the region regarding the future of utilizing Sydney port and integrated rail
services.

Interviews Future Rail

To answer the question as to whether local companies have any planned or potential projects that could result in new inbound or outbound
commodity flows in the region that are suited to rail, the authors conducted structured surveys with senior representatives of sixteen Cape
Breton companies who collectively receive 141,896 Mt and ship 74,058 Mt for a total of 215,924 Mt. This amounts to 2947 railcars, including
well cars (containers), closed hoppers (plastic pellets), open hoppers (solid waste), autoracks (cars and trucks), tankers (liquid asphalt),
boxcars (building products, bioproducts, agricultural products). The commodity mix and volumes are outlined in the table below:

Cape Breton Interviews
MT Inbound MT Outbound | Inbound Railcars | Outbound Railcars
Plastic resin pellets 18,273 183
Seafood 39,058 781
Automotive 4,250 354
Building supplies 96,830 968
Bioproducts 2,400 24
Solid waste 35,000 350
Agricultural products 4,400 44
Liquid natural gas 15,744 243
141,896 74,058 1,816 1,131
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Regional GIS Sector Assessment Newfoundland/ Cape Breton

Technical Appendix 7 presents GIS maps and company directories that reflect the location and contact information for Nova Scotia and
Newfoundland businesses in key sectors. The underlying data was taken from Scott’s Atlantic Directory which forms part of this report. Scott’s
Directories databases are a reliable source of current and accurate data on Canadian manufacturers, industrial companies, wholesalers,
distributors, wholesale agents and brokers, manufacturers' sales offices, and B2B service firms such as transportation, contractors,
accounting, financial, professional, insurance, legal, real estate, rental and leasing, and retail head offices in all of Canada’s major commercial
centers as well as their respective surrounding markets. Nationally they can provide information on ~595,000 companies and their Atlantic
Canada database contains information on ~30,000 companies.

The directory provides a listing of companies by economic sector commodity, company size and export indicator, contact names and size of
employment and annual sales revenues known. Using this dataset can identify the relevant products that would truck products to/from Atlantic
Canada or that are railed and transloaded at other sites across the region. In addition, the dataset provides other listings for the service sector
industries which were not profiled.

As noted previously, CFAF does not provide truck or rail shipment data specific to Cape Breton and the researchers developed an assumption
that 31% of freight volumes associated with the Rest of Nova Scotia relate to Cape Breton. This assumption is based on a GIS review of
commercial business operations in Cape Breton that identified 111 manufacturers and processors that had some potential to utilize inbound
and outbound truck freight. Other considerations that factored into this assumption included Cape Breton’s economy, which in 2015 saw 200
fisheries operations capturing 80% of the province’s seafood shipments by volume. This included aquaculture operations that would be
shipping in feed and other inputs.
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Environmental Carbon Modal Shift Benefits

Our tabletop analysis of rail vs truck carbon emissions suggests that a shift from truck to a Class | carrier would result in a decrease of 5573.5
tonnes of CO2, an increase of 7.8 tonnes of NOx and an increase of .6 tonnes of particulate matter. Using tabletop emission factors, the
authors conclude that the change in CO2 emissions for truck vs rail in Cape Breton would be a reduction of 4593.8 tonnes.

Carrier type || Emissions factor CO2 Emissions

Truck 52.93 5,906.00
Rail 11.76 1,312.20
Change MT - 4,593.80

This is equivalent to removing ~100 cars from the road. At $50 per tonne for carbon emissions the cost would be in the range of $230K to
$250K.

Based on Data Provided by Truck and Rail Carriers
SmartWay is a program sponsored by the US Environmental Protection Agency (EPA) that helps transportation, freight, and logistics

companies advance supply chain sustainability by measuring, benchmarking, and freight transportation efficiency. Natural Resources Canada
(NRCAN) has adopted the application and has created The SmartWay Transport Partnership to provide a range of tools and information to
help companies make better decisions about their energy performance.

Carriers become SmartWay Partners by using a SmartWay Tool to submit their data and the tool calculates and aggregates company-specific
emissions rates according to the fleet category. Contributing partners get value from the application by being able to calculate, analyze and
monitor their carbon footprint on a continuous basis, and they can use the benchmarking data to gauge their performance against competitors
and industry averages. Detailed data for each carrier is available on the NRCAN website. In 2020, the SmartWay Tool was used by 30 rail
carriers, 3108 truck carriers and 15 intermodal carriers (truck and rail).

Notably, one of the carriers reporting their emissions data to The SmartWay Transport Partnership is Genesee and Wyoming (G&W), the
owners of the Cape Breton & Central Nova Scotia Railway (CBNS). G&W is an American short line railroad holding company that owns or
maintains an interest in 122 railroads in the United States, Canada, Belgium, Netherlands, Poland and the United Kingdom and has 7,300
employees serving 3,000 customers.
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SmartWay gathers fuel, distance, and payload data of carriers to calculate carrier emissions rates using six distinct emissions categories,
three of which are reflected in the table below. These emission factors are averaged except for G&W which is based on their actual reported

data.

Carrier Type (# reporting) CO2 g/t-km NOx g/t-km PMg/t-km

Class 1 Rail (7) 14.19 0.1984 0.0056
Class 2 Rail (4) 62.64 1.0954 0.0387
Class 3 Rail (18) 260.05 4.5584 0.1618
Genesee & Wyoming 33.69 0.7624 0.0198
Truck (3108) 64.14 0.1282 0.0006
Multimodal (15) 34.37 0.1987 0.0053

The above table illustrates the challenge in using a standard emission factor for all classes of railways. Class | railroads are primarily involved
with long-haul transportation of commodities with as few stops in between as possible, whereas Class Il & Il railways operate a greater
percentage of switching and terminal locomotives that might be geared for a different purpose, travel shorter distances, and are more likely to
feature older, less efficient engine technology compared to the locomotives being operated by Class | railways. Even those shortlines that
have a decent stretch of track will tend to have older and/or smaller, less performant locomotives pulling fewer cars with less freight and will

require more switching and idling time.

Fuel Costs 25-30% of Operating Costs

Diesel fuel (refined from crude oil) produces many harmful emissions when it is burned, and diesel-fueled engines are major sources of
greenhouse gas emissions, including carbon emissions and other harmful pollutants such as ground-level ozone and particulate matter.
Diesel-fueled freight transportation makes up 8% of global greenhouse gas emissions and its carbon emissions are projected to double by
2050. Long-run average per tonne-kilometer results show that ocean-going vessels emit the fewest emissions, followed by rail, then trucks,
and that the inclusion of life cycle processes can increase impacts by up to 32% for energy and greenhouse gas (GHG) emissions and

4,200% for conventional air pollutants.

The environmental impacts of diesel fuel would justify public policies aimed at reducing its consumption even if the cost at the pump was zero.
However, the fact that diesel fuel represents the single largest cost for both rail and truck carriers serves (alongside government carbon
regulations and the need to present themselves as good corporate citizens who are dedicated to environmental sustainability) as a compelling
reason to implement new technologies and find operational efficiencies that reduce fuel consumption and the associated emissions. Diesel
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fuel is reported to represent 25-30% of a Class 1 rail carrier's operating costs and, as the table below indicates, over the past decade fuel
operating costs for trucks have ranged from 21% to 38% of total operating costs, with the percentage moving in tandem with crude oil prices.

Transport Truck Fuel Operating Cost as % of Total Operating Cost

Year 2013 || 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022

Fuel cost % of total operating cost 38% 34% 26% 21% 22% 24% 24% 19% 22% ?

Average closing price of crude oil 97.98 || 93.17 | 48.66 | 43.29 | 50.8 | 65.23 || 56.99 | 39.68 | 68.17 | 94.82
Table 1 Truck Fuel Operating Cost % 2013-2021

These costs are passed on to price-sensitive producers, processors, and manufacturers who in turn pass the cost on to price-sensitive
consumers. Consequently, companies and economic sectors that can find ways to reduce fuel costs and improve efficiency can generate
sustainable competitive advantages.

Both rail and truck carriers are adopting leading edge technologies that reduce emissions, however the operating life of a semi-tractor is ~15
years while the life of a locomotive is ~25 years and this impacts their respective adoption rate for the latest technologies. The reality is that
there are many factors besides carbon and fuel costs that shippers consider in choosing to ship by rail or truck and it is unlikely that either
mode will disappear anytime soon. More likely they will continue to function together, as Josué Velazquez Martinez, a research scientist at the
MIT Center for Transportation and Logistics suggests, perhaps the best way to reduce freight’s carbon footprint is to address the “first and last
mile” by focusing on the trucks and vans that carry goods from regional distribution hubs to local stores or directly to people’s homes due to
the rise of e-commerce.

Logistic Implications Rail Services

Critical Success Factors

Upstream and Downstream Relationships
Shortline railways are intermediaries and it is critical that they maintain excellent working relationships with their Class 1 interchange partner
as well as their customers. Canada’s two Class | railways represent natural monopolies, a distinct type of monopoly that exists when the
barriers to entry for new competitors is exceedingly high. Each owns an extensive network of rail infrastructure in relation to which they exert
control over a “captive” market, enabling them to be price/terms makers in control of the price, terms, and conditions of service. This enables
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them to raise and maintain price above the level that would prevail under competition and the consequence is that shippers who are reliant on
a single carrier tend to face higher freight rates, reduced efficiency and challenges in accessing the railcars they prefer. The fact that
shortlines typically interchange with only one Class 1 carrier and are responsible for hauling freight for the first or last few kilometers of a
longer journey causes them to face similar challenges. This causes shortlines and shippers with access to a single Class 1 carrier to be
price/terms takers who face higher costs and strategic risks associated with their dominant partner’s evolving business operation. Shippers
who have access to more than one Class 1 carrier operate in a competitive environment and can negotiate better terms.

Close collaboration between logistics supply chain participants enables them to offer seamless solutions involving multiple logistics modes that
convey freight from its originating point to its destination. Supply chain collaboration is about different entities working together toward shared
objectives, and sometimes it is in their shared interest to resist competition from entities seeking to participate in an existing supply chain or
establish a new supply chain. To some extent, this perspective is a case of “if it's not broken, don'’t fix it.” Accordingly, there must be a
compelling reason for a Class 1 carrier to enthusiastically participate in the development of a new logistics supply chain. The most compelling
reason for a Class 1 carrier to collaborate with a shortline to create a new supply chain would be a strong potential for high traffic density.

Access to Optimal Railcars and Containers
For rail to be attractive, customers need access to their desired railcar type and to reliable train service at a price that enables them to remain

competitive. Shortlines can excel at providing effective services and being innovative, but they are reliant on Class 1 carriers to provide access
to the types of equipment the shortline’s customers desire and on the frequency of train service.

To provide effective service without sacrificing efficiency, the Class 1 carrier needs the shortline to consistently generate high volumes of rail
freight and to have railcars assembled and ready to go when the train arrives at the interchange. The shortline has control over services like
switching and assembling cars, but they are reliant on their customers to generate the freight volumes that interest the Class 1 carrier.

Establishing a High-level of Traffic/Freight Density
In this context, traffic refers to the number of railcars and freight density refers to the average amount of freight hauled in each railcar. Ideally,

a shortline would have a large volume of inbound and more so outbound railcars that are filled to capacity.

When Genesee & Wyoming terminated service on the Sydney Subdivision, they were down to 300 railcars per year and indicated that their
profitability threshold was 10,000 railcars per year. As a rough estimate, if we assume that each car was loaded to 90Mt this would amount to
~900K tonnes of freight annually, and if that sum is divided by ~100 miles of track it equals ~9,000 tonnes of freight per mile of track. By
comparison, in 2019 Canada’s railways collectively hauled ~333M tonnes over 26,635 miles of track or 12,499 tonnes of freight per mile of
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track. Given that shortlines are price/terms takers with higher overhead than Class 1 carriers, it seems possible that the 10,000-railcar
estimate could underestimate the threshold traffic volume required for shortline profitability.

Competitiveness
The different logistics modes each have their own strengths and weaknesses, and this leads them to specialize in different market segments.

For example, trucking costs significantly more than rail but it is also faster, more responsive, and shippers have better load traceability.
Companies that ship massive freight volumes over long distances would not be effectively served by trucking as their sole logistics mode.
Class | carriers spend a significant percentage of their gross revenue on maintaining their rail infrastructure, whereas the trucking industry
operates on publicly owned and maintained infrastructure. Rail carriers claim that publicly funded highways represent a subsidy to the trucking
industry and while this claim may hold some merit in relation to shortlines, the fact that Class | railways enjoy monopolies weakens their
argument. In the US, this disparity is recognized and shortlines receive a range of public supports, but this is not the case in Canada.
Together these factors make trucking an existential threat to shortlines.

It is important to note that the competitive threats faced by the shortline include not only competition between logistics modes and within
logistics modes but also between jurisdictions. Community developments such as refrigerated warehouses or newly established marine
freight/container services can cause freight to be redirected.

Data Gaps Limitations

Data Sources

e Statistics Canada Canadian Freight Analysis Framework

¢ Nova Scotia Ministry of Highways

o Port Competitiveness Report (PDF 870Kb)
Due Diligence Assessment of Plans for Second Berth at the Sydney Marine Terminal (PDF 3.7MB)
The Nova Scotia Transportation Sector: Global Market Challenges and Opportunities (PDF 3.7MB)
Charting the Course: Atlantic Canada Transportation Strateqy 2008-2018
Traffic Control Person Training Manual
Traffic Volumes - Primary Highway System - 2012 to 2021
Traffic Volumes - Secondary Roads Book - 2012 to 2021
e Port of Sydney
o Marine Traffic

e Nova Scotia Finance and Treasury Board Economics and Statistics

O O O 0O O O
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https://www23.statcan.gc.ca/imdb/p2SV.pl?Function=getSurvey&SDDS=5264
https://novascotia.ca/tran/publications/NS_Competitive_review.pdf
https://novascotia.ca/tran/publications/Due-Diligence-Assessment-of-Plans-for-Second-Berth-at-the-Sydney-Marine-Terminal.pdf
https://novascotia.ca/tran/publications/NS-Trade-Gateway-Global-Market-Challenges-and-Opportunities.pdf
https://novascotia.ca/tran/publications/chartingcourse.pdf
https://novascotia.ca/tran/tcm/TrafficControlTrainingManual.pdf
https://novascotia.ca/tran/publications/Primary_Roads_-_Traffic_Volume_Data.pdf
https://novascotia.ca/tran/publications/Secondary_Roads_-_Traffic_Volume_Data.pdf
https://www.sydneyport.ca/port-information
https://www.marinetraffic.com/en/ais/details/ports/21620?name=SYDNEY-NOVA-SCOTIA&country=Canada
https://www.novascotia.ca/finance/statistics/news.asp?id=7504

e Economic Profile Series: Cape Breton, Nova Scotia
e Statistics Canada Input-output multipliers, provincial and territorial, summary level
e Statistics Canada Census Profile, 2021 Census of Population - Cape Breton, Regional municipality

The data used to complete the underlying analysis for this report came from Statistics Canada’s Canadian Freight Analysis Framework
(CFAF), which integrates data from several sources to create a comprehensive picture of freight flows across the country by geography,
commodity and mode of transport. The framework database estimates tonnage, value, and tonne-kilometers by origin and destination, by
commodity type, and by mode. The database is used in a variety of analyses including, for example, assessing highway capacity and
forecasting traffic, evaluating investments in infrastructure, examining trade flows, and analyzing policies such as road pricing and multimodal
freight programs. The data used is for the period of 2011-2017, which was released by Statistics Canada on May 14, 2020.

Economic multipliers impact analysis is the most common method used in the EA process to assess economic impacts, but the models used
(input-output and regional income/employment multipliers) have limitations: they assume static relationships between sectors, they place no
constraints on labour and capital, and they omit opportunity and other project costs. As a result, these models tend to overestimate
employment, economic output and fiscal impacts of projects, and exaggerate economic benefits.?

Assumptions

Assumption #1
Two calculations representing the lower and upper ranges of potential demand for railcars and intermodal containers is used in this report.
The lower range involves loading all modal units to their maximum capacity and the assumptions are:

e The load capacity for trucks is 30 metric tonnes in Canada and 21 metric tonnes in the USA & Mexico.

e The load capacity of a 53-foot intermodal container is 25 metric tonnes.

e The load capacity for railcars is 90 metric tonnes.

e Six 53’ containers would be loaded onto an articulated flat container railcar.

The upper end of the range is based on CFAF’s freight synopsis for 2017 includes the following two points that mention Canada’s average
truck and railcar weights for 2017:

2 Evaluating methods for analyzing economic impacts in environmental assessments, Social Sciences & Humanities Research Council
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https://lipdata.ca/wp-content/uploads/sites/28/2020/02/Cape-Breton-Economic-Profile-2019.pdf
https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610011301
https://www12.statcan.gc.ca/census-recensement/2021/dp-pd/prof/details/page.cfm?Lang=E&SearchText=Cape%20Breton&DGUIDlist=2021A00051217030&GENDERlist=1,2,3&STATISTIClist=1&HEADERlist=0
https://www150.statcan.gc.ca/n1/daily-quotidien/200514/dq200514c-eng.htm
https://www.sshrc-crsh.gc.ca/society-societe/community-communite/ifca-iac/evidence_briefs-donnees_probantes/environmental_and_impact_assessments-evaluations_environnementales_et_impacts/gunton-eng.aspx

¢ Each mode of transportation caters to a certain segment of the freight transportation market in terms of distance and type of
commodity shipped. In 2017, for example, the average shipment for the for-hire trucking industry weighed just over 11 tonnes, had an
average shipment value of $33,786 and travelled an average distance of 584 kilometres.

e In 2017, each rail shipment or rail car weighed an average of just over 46 tonnes and was transported about 2,212 kilometres.
Agricultural products were the top commodity by weight, followed by plastic and chemical products, coal, minerals, and forest products.
Together, these commodities accounted for over two-thirds (69%) of the total weight moved by rail.

Assumption #2 - Cape Breton % of Rest of Nova Scotia freight volumes
As indicated in the table below, Cape Breton has 10.7% of Nova Scotia’s overall population and 21.8% of the Rest of Nova Scotia’s population

along with 18.7% of the province’s land area. The Rest of Nova Scotia generates 56.2% of the province’s GDP and it is likely that Cape Breton
generates a substantial portion of that since this is historically an area with a strong industrial focus and Sydney is Nova Scotia’s second
largest city. Based on the foregoing factors, the authors have attributed 20% of the Rest of Nova Scotia’s inbound and outbound truck

volumes.

CB % Rest NS

21.8%

CB % of NS

10.7%

Res NS % NS

49.0%

Nova Scotia Halifax Rest of Nova Scotia | Cape Breton | Sydney

Population

923,598

470,980

452,618

98,722

29,904

GDP (billions)

46.9

20.5

26.4

56.2%

GDP per capita

50,726

43,526

58,217

114.8%

Land area (sq km)

55,284

97

55,187

10,311

18.7%

Assumption #3 Economic Impact Multipliers

Economic impact is based on Statistics Canada’s economic impact and indirect jobs multipliers for Nova Scotia as noted below.

e StatsCan economic impact multiplier per dollar of output (x.879)

e StatsCan indirect jobs multiplier (4.577 per $1M spent)

e Operations Phase: $10/$15/$20 per tonne gross revenue x total tonnes shipped x multipliers
e Construction Phase: $100M/ cost to refurbish rail line + $1M x multipliers

Logistic Marketing Services Inc.
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Data Gaps

Data Gap #1 - StatsCan CFAF data 5 years old
The data was released two years ago but it is 5 years old. Nevertheless, CFAF provides 7 years of data for 11 commodities being shipped to

and from 26 jurisdictions and there is considerable insight to be gained from this data. A comparison of total freight movements associated
with Newfoundland and Nova Scotia for 2011-2017 with Canada’s GDP for the period indicates there is a correlation between the two, and the
GDP data for 2018-2021 provides a sense for how freight movements might have changed since 2017.

Canada GDP 2011-2022 vs Freight Movements NS & NFLD 2011-2017
2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021
Canada GDP (billions)
1,793 1,828 1,847 1,806 1,557 1,528 1,649 1,725 1,752 1,645 1,991
ALL Inbound & Outbound Truck & Rail Freight MT
(thousands) 11,439 12,080 10,854 10,394 11,229 11,019 12,034

Data GAP #2 - Incongruent data entries
The quality and accuracy of this data set is excellent, however, with hundreds of carriers enrolled in the program there is a potential for human

error in relation to data entry or data categorization and this issue appears to be evident in some of the charts in Appendix 1 & 2. The
challenge is that what might seem like a false entry may not be an error at all because large changes in annual freight volumes of
commodities are not uncommon. This can make it very difficult to determine the validity of a seemingly incongruent entry.

Data GAP #3 - CFAF data limited to fleet carriers
StatsCan’s Trucking Commodity Origin Destination (TCOD) survey is mandatory under the Statistics Act and the agency utilizes digital reporting by Canada’s

major air, rail, and truck camiers. The participation of major truck carriers in the CFAF program is mandatory, however, own-account or private trucking as well as
smaller for-hire establishments with annual revenues below $1.3 million are excluded from the reporting requirement, with the result being that truck freight
volumes are under-reported in the data set by an unknown amount. To determine how this might impact our examination, we conducted some further analysis.

Data GAP #4 - Cape Breton CFAF data is grouped within Rest of Nova Scotia
There is no separate pool of truck and rail freight data for Cape Breton alone. Statistics Canada’s CFAF truck and rail freight data for Nova Scotia is

broken down into Halifax and the Rest of Nova Scotia. Based on a GIS review of commercial business operations in Cape Breton that identified 111
manufacturers and processors that had some potential to utilize inbound and outbound truck freight, the authors estimate that 31% of the CFAF truck
traffic volumes for the Rest of Nova Scotia would be associated with Cape Breton. Other considerations included Cape Breton’s economy which in 2015 saw
200 fisheries operations capturing 80% of seafood shipments by volume. This included aquaculture operations that would be shipping in feed and other inputs.
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Conclusions

The study utilized Statistics Canada’s Canadian Freight Analysis Framework to identify the commaodities and volumes currently being shipped by truck and rail
from sixteen North American jurisdictions to Cape Breton and Newfoundland, and; also considered the potential for growth of the economy of Cape Breton and
the opportunity for the Port of Sydney to become an important gateway port on Canada’s east coast. A GIS review of commercial business operations in Cape
Breton that identified 111 manufacturers and processors that could potentially utilize rail freight services, and interviews with 16 companies indicated a strong
interest in having local rail service. Based on this analysis it is the researchers opinion that railcar traffic of 6,000 to 10,000 units could be achieved under the right
operating circumstances.

A new geoeconomic world order is emerging that is characterized by a great power rivalry between the United States, China and Russia, and between this and
the global impacts of the Covid19 pandemic on freight logistics there has been a tremendous amount of turbulence and change occurring in global supply chains.
While there are no statistics that prove this, the researchers believe that the refurbishment of the Sydney Subdivision of the Cape Breton and Nova Scotia Railway
represents a strategic opportunity for Canada to develop new port capacity on its east coast that would serve to capture emerging opportunities and revitalize
Cape Breton’s economy.

By far the most significant negative future impact associated with the permanent abandonment of the Sydney Subdivision would be the potential loss of
opportunity for the Port of Sydney, which has several unique features that make it an attractive location for companies seeking an ultra- deep-water port on the
east coast of North America. If similar portside developments around the world are any indication, the investment level for this type of economic development
opportunity could easily range from $500M-$1B. Port-rail integration would be an absolute requirement for this type of investment to occur. If the tracks on the
Sydney Subdivision remain in place this opportunity remains in play because it is conceivable that the line could be refurbished sometime in the future by replacing
the ties and ballast and repairing some trestles and bridges. However, if the tracks were removed, the likelihood of it being replaced would be virtually nil because
the cost of developing a new rail line with new bridges and trestles would be 34 times the cost of refurbishing the existing line.
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