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June 22, 2008

Re: Draft Redwood Marine Terminal Business Plan

Dear Dennis,

I am providing my comments below on the Draft Redwood Marine Terminal Business
Plan (Business Plany) and, as with the previous Redwood Marine Terminal Feasibility
Study that preceded it, T still cannot find evidence that transshipping Asian goods through
Humboldt Bay is a viable enterprise. I also do not see sufficient smaller scale shipping to
warrant District investment in the multipurpose marine terminal. The Business Plan is
fraught with unfounded assumptions and provides no solid basis for positive cash flow
scenarios. Success of the larger-scale container ship option depends on the reconstruction
of a railroad through the Eel River canyormn, a prospect that I consider remote at best.

As result, I cannot support the adoption of the Business Plan, the District taking on the
recommended $35 million loan for the multipurpose terminal, nor having our Port assets
auctioned off in the future to facilitate development of an international shipping terminal.

It just doesn’t make business sense to me nor is it considered favorably by the majority of
my constituents.

Competition for Asian Shipping T rade

A major assumption in the Business Plan is that the “US West Coast 1s projected to face
capacity constraints at its existing container ports in the 2015 o 2020 time period and
new capacity will be required, including investments at secondary ports and new port
sites.” This is speculative hype. Anyone following West Coast shipping news of late
knows 1) the U.S. economic slowdown has decreased container shipping and auto
shipping from Asia and 2) that expanding capacity is increasing competition among the
existing ports. The Business Plan states that the Port of Humboldt would be competing
with new second tier ports like Coos Bay, but in reality we would compete, if at all,
against expanding major ports for diminishing business.



The San Francisco Chronicle (5/28/08) reported that Port of Oakland business this year
was down 5.5%, Port of Los Angeles by 10% and Long Beach 7.5%. At the same fime
these ports are expanding their capacity with $3 billion in California Prop 1B money.

After meteoric growth early in the decade, business at the Port of Seattle is expected to
decline 5-7% this year (Seattle Post-Intelligencer, 6/15/08). The West Coast shipping

boom related to the China trade is over and competition for future business will be
intense.

The Los Angeles Times (6/15/08) described fierce competition developing in the West
Coast shipping trade due to the expansion of the Panama Canal, Canadian investment in
the Port of Prince Rupert, and expansion of Gulf and East Coast ports.

- “The Panama Canal expansion project is expected to increase cargo traffic there
by as much as 73% over the record 4 million containers handled in 2007.

- In Canada, government officials are pouring $3.3 billion into an effort to
transform the newly opened Port of Prince Rupert, north of Vancouver, and the
connecting CN railroad into the trade gateway of choice for container cargo
destined for Midwestern U.S. states and other areas. “This is a true national
priority for us,” said John Higginbotham, principal advisor to Transport Canada's
Asia Pacific Gateway and Corridor Initiative.

- Competitors along the East and Gulf coasts, once content to take on whatever Los

Angeles and Long Beach couldn't handle, have embarked on major expansion
projects.

- Edward DeNike, president of Seattle-based SSA Marine's SSA Containers
division, said that West Coast harbors were in danger of falling into a situation

where ‘we're not going to control our own destiny’ as customers find lower-cost
options.”

The Port of Humboldt is continually compared with Prince Rupert, British Colurbia
because the latter is a small seaport without a population base to consume goods.
However, the $3.3 billion government investment in infrastructure support for port

development and its location -- two shipping days closer to Asia -- make it distinctly
different.

Port of Seattle Seaport Managing Director Charlie Sheldon (Seattle P-I, 6/15/08) summed
up market conditions on the West Coast: "If cargo keeps growing at 10 percent a year,
then you can all live with the fantasy that a rising tide lifts all boats." Sheldon said. "But
cargo is down ... so that means that a rising tide does not raise all boats." There is no
reason 1o believe that the Port of Humboldt Bay can compete given diminishing trade
volume and our inherent competitive disadvantages, which are noted in the PB Marine
Revitalization Plan.


























































































