9.4 Funding Assumptions and Debt Service Coverage Tests

The multipurpose berth development costs (adjusted for an annual inflation factor of 3%) and funding sources
are shown in Table 9-5. A five year development time horizon is assumed, which includes requirements to
complete environmental and other impact studies, and a two year construction period. One third of development
fees (for environmental studies, design, etc.) are paid from internal resources. Revenue bonds, at 4.0% interest
rate over 30 years, are used to fund construction of the multipurpose berth. Construction peried interest (incurred
in years 4 and 5) is assumed an eligible financing cost and is rolled into the principal. Repayments on the
revenue bond start in year 6, the first year of activity at the multipurpose berth.

Table 9-5: Multipurpose Berth Phase 1 - Development Costs and Funding Sources

Annual Escalator - 3% Total Estimated Cost Project Development

$ Million In 2007 Dollars Year1 Year2 VYear3 Yeard Year5
Multipurpose Berth Phase 1 Costs ‘
Development Fees $3.61 $0.41 $043 3044  $1.35 $1.39
Terminal Improvements $18.11 .. . $10.19  §1049
Terminal Building fmprovements $3.52 o  §te8 204
Terminal Utility Improvements $0.92 %052 $054
Construction Contingency $3.25 o 8183 3188
Demolition & Environmental Mitigation $5.88 . Y
Total Phase 1 Costs $35.29 $0.41 $0.43 $0.44  §19.48  $19.76
Funding
Internal Resources §041  §043  $044  $0.00 $6.00
Revenue Bonds (4.0% interest, 30 years) L  $19.18  $19.76
Total Funding $0.41 §0.43 §0.44 $19.48  $19.78

Source: TranSystems

Several standard tests of debt service coverage are applied to determine the ability of the project to meet
revenue bond repayments, The tests are: ,

e Net Revenue / Debt Service - Ratio > 1.25
e Revenue / (Operating Expenses + Debt Service) - Ratio > 1.00
e (ross Revenue / Debt Service — Ratio > 1.50

9.5 Revenue Assumptions

Revenue will be generated by application of the District's tariff on vessels and cargo handied at the multipurpose

berth, and from facility leases. An annual inflation factor of three percent is applied to the base year tariffs. The
tariff assumptions are shown in Table 9-6 and comprise:

Pilotage

Dockage

Wharfage

Wharfage demurrage

Storage

Services and Facilities Charge
Security Fee

Other Miscellaneous (assumed as a percentage of revenue from the above tariff items)
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Vessels and cargo will also be charged the Harbor Improvement Surcharge. This revenue is designated for
repayment of debt service on the borrowed funds used for the Harbor Deepening Project. Therefore, this
revenue is not included as a line item in cash flow analysis of the multipurpose berth.

Table 9-6: Multipurpose Berth Phase 1 - Tariff Assumptions

Tariff Component Year 1 Rate
Pilotage Inbound / Outbound ~ § per GRT $0.1557
Inbound / Outbound ~ $ per foot of draft $26.84
Dockage Rate per 24-Hours or Part Thereof
Cruise (based on 880ft LOA) $11,000
General/Project Cargo (based on 5001t LOA) $2,500 |
Barges (based on 200t LOA} $1,000
Other (research ships, etc.) $500
Wharfage General Cargo/Project Cargo ~ § Per Ton $10.00
Dry Bulk Cargo - § Per Ton $2.50
Passenger Fee Cruise — § per passenger $8.00
Wharfage Demurrage $ per 1,000kg per day $0.60
Storage Uncovered ~ § per ton per day $0.50
Covered - $ per ton per day $1.00
Services & Facilities Charge inbound ~ $ per ton $1.50
Outbound — $ per ton $1.50
Security Fee Rate per day per vessel $250
Recovery of Security Staff Expense 25%
Other Miscelianeous 5% of total revenue from above tariff items -
Harbor improvement Surcharge Rate per Foot of Draft
Bar and Entrance Channels $5.00
North Bay and Samoa Channels $5.00
Rate per Metric Ton of Cargo
Bar and Entrance Channels $0.08265
North Bay and Samoa Channels $0.08265

Source: TranSystems
9.6 Expense Assumptions

9.6.1  Pilots

The cost of providing pilotage services to vessels calling at the multipurpose berth is allocated to the project. The
allocation is defined as multipurpose berth vessel calls as a share of total vessel calis at Humboldt Bay. The
assumptions are shown in Table 9.7. In addition, it is assumed the District considers recruitment of a new
apprentice pilot when fotal ship calls per year at Humboldt Bay (calls at the multipurpose berth and calls at other
berths by deep-draft vessels) exceed 60 for a sustained period of time. For this analysis, it is assumed a third
pilot is added to the District's staff the sixth year of operation.
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Table 9-7: Multipurpose Berth Phase 1 ~ Pilotage Expense Assumptions

Annual Escalater - 3% Year 1 Year 6 Year 11
Number of Pilots 2 2 3
Estimated District Pilotage Expense (§ Million) $0.400 $0.464 $0.783
Redwood Terminal Vessel Calls 0 45 45
Assumed Other Humboldt Bay Vessel Calls 18 18 18
Redwood Terminal Share of Pilotage Expense 0% 71% 1%
Redwood Terminal Pilotage Expense ($ Million) $0.000 $0.331 $0.648

Source: TranSystems

8.6.2 Maintenance and Repair

Annual maintenance and repair (M&R) is calculated as 1.0% of total development costs and then adjusted by the
three percent annual inflation factor.

9.6.3 Security

The District employs security staff to provide terminal security during the development and operating phases of
the project. The assumptions are:

¢ Two full time security staff during the development phase.
s Six full time security staff once the terminal starts operations.
e Annual cost per staff of $30,000 adjusted by a three percent annual inflation factor.

9.6.4  Tariff and Other Administration
The District recruits two full time administrative staff to manage tariff and other administrative tasks related to the
multipurpose berth, at an annual cost per employee of $40,000 adjusted by a three percent annual inflation.

§.6.5 G&A Expense

For the purposes of the cash flow analysis, a share of the District's overhead is allocated to the multipurpose
berth (Table 9-8). The overhead includes salaries and benefits, marketing, outside services, contracting and
other expenses. An annual inflation factor of three percent is applied to the base year expenses.

Table 9-8: Multipurpose Berth Phase 1 ~ Aliocation of District Overhead

Annual Escalator - 3% Year 1 Year 6
Total District Overhead ($ Million) $1.068 $1.238
Redwood Terminal G&A Share 20% 35%
Total Redwood Terminal G&A Expense (§ Million) $0.214 $06.433

Source: TranSystems

9.6.6  Other Expenses

Other expenses are assumed to be 5% of the total for pilots, maintenance and repair, security, tariff and other
administration, and G&A expense.

9.7 Cash Flow Tables
The analysis of revenues, expenses, debt service and cash fiow is presented in the following tables:

¢ Table 9-: Multipurpose Berth Phase 1 — Base Case Revenue, Expenses, Debt Service and Cash Flow

e Table 9-10: Multipurpose Berth Phase 1~ Base Case Revenue from the Harbor Improvement
Surcharge
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