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Port Corpus Christi Applies to be designated a Cotton Delivery Point in Texas

Corpus Christi, Texas — On Tuesday, March 9, 2010, Port Corpus Christi
Authority (PCCA) applied to ICE Futures U.S., Inc. to have it modify Rule 10.12 to add
Corpus Christi, Texas as a designated delivery point for the Cotton No. 2 Future
Contracts. The Port Corpus Christi Commission Agriculture Committee submitted the

application based on the identification of the following needs:

e The ICE cotton futures contract’s delivery points were set in the 1920’s and need
modernization.

e Ownership of licensed warehouse capacity at the current delivery points under the
contract is highly concentrated.

e Merchants and producers in the Southwest face major obstacles to delivering
under the current contract, both because the designated delivery points are out of
the flow of local export-oriented commerce and because the concentrated
ownership of the warehouse capacity does not provide ready access to warehouse
space.

e During March 2008, the contract’s dependence on a few merchants to provide
sufficient liquidity to ensure cash-future price convergence broke down.

e Since March 2008, the basis on merchant-to-producer forward contracts that

reference ICE cotton futures prices has widened considerably. These conditions



have sustainably reduced the utility of the ICE cotton futures contract for hedging
puUrposes.

e Adding appropriate delivery points would help address the problems of over-
concentration of warehouse control, inadequate liquidity, and reduced hedging
utility.

PCCA Commission Agriculture Committee explained why Corpus Christi location
and modern export—oriented infrastructure and commercial flows will be an excellent
addition as a new delivery point. Corpus Christi (CC) offers a combination of attributes

that no other potential new delivery point can match:

e CC is a transit point for a substantial amount of high quality South Texas cotton
production.

e CC has substantial warehouse capacity already in place. Every year, around
500,000 bales of cotton goes towards export markets.

e CC will help ICE cotton future contract’s problem with over-concentration.

e Because the majority of the cotton stored in CC warehouses head towards export
markets, local pricing is delivered from world cotton prices. Therefore adding CC
as a delivery point will help generate a futures price under the contract that is
representative of the cotton prices in general.

e CC offers multiple transportation modes, including port and rail facilities from
which cotton can be exported.

e Port Corpus Christi is undergoing substantial development that will make the port
capable of handling the new larger ships that will go through the Panama Canal
after its expansion is completed in 2015. CC therefore will likely become an even

more attractive transit path for Far East cotton exports in the future

The Port Corpus Christi Commission Agriculture Committee is comprised of seven
members: Francis Gandy, Commissioner, John LaRue, Executive Director, David Fields,
Gulf Compress, Craig Shook, John Barrett, and Jimmy Dodson, cotton producers and

Jerry Cotter, Port Corpus Christi.



The primary economic engine of the Coastal Bend, Port Corpus Christi is one of
the 10 largest ports in the United States in total tonnage. The Port’s mission statement is
to “serve as a regional economic development catalyst while protecting and enhancing its
existing industrial base and simultaneously working to diversify its international maritime
cargo business.” Strategically located on the western Gulf of Mexico, with a straight, 45
deep channel, the Port provides quick access to the Gulf and the entire United States inland
waterway system. The Port delivers outstanding access to overland transportation with on-
site and direct connections to three Class-1 railroads and uncongested interstate and state
highways. The Port is protected by a state-of-the-art security department and an award-
winning Environmental Management System. With outstanding management and

operations staff, Port Corpus Christi is clearly “More Than You Can Sea.”
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