1734 Roberts Way

Arcata CA 95521
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Humboldt Bay Harbor, Recreation, and Conservation District Alr . “
Eureka, California bza 2008
H,

Re: TansSystems Feasibility Study &“H“F‘y. & o D

Dear Humboldt Bay Harbor Commissioners:

The feasibility study delivered to you by TransSystems and the process by which it was
created should be considered an embarrassment to a public agency. While the report
itself, as narrowly constructed, is tolerable, the bases on which the analysis was done are
deeply flawed. Therefore, all conclusions are similarly flawed.

The study was based on flawed assumptions that I assume were provided by the District:

1. The first flawed assumption is that Samoa is the right location for any port
development. That choice commits the rail line to passing through Bureka, which
will be most unhappy if the number of trains required to make the port economic
passes through the downtown. Fields Landing would probably be a better choice,
in my view, and would require the rebuilding of less railroad right of way.

2. The most serious flaw is the assumption that the rail line and port will be
sufficiently reliable to provide 365 day per year service, year after year. Opinion
more expert than mine asserts that the geology of the Eel River is such that
occasional landslides and rail closures are virtually guaranteed. Clearing them
might take days or weeks. Similarly, the harbor entrance is narrow and plagued by
fierce winter storms that will occasionally render it either unusable or too
dangerous. Any shipper would view such an unreliable port as infeasible.

3. Curlously, the District and the NCRA have evidently had no communication
about the possibility of initiating rail service north of Cloverdale. In my
observation of the NCRA board meetings, they have no intention of doing that;
indeed, it’s not clear that they can even open it south of Cloverdale. That failure
alone is sufficient to render the entire planning process a sham. As a practical
matter, rail traffic to the south must be matched by an equal number of trains to
the north, and the volume of two-way traffic is even less feasible than it would be
with one-way traffic.

4. Another assumption is that freight shipping demand will continue to expand as it
has in the past, for the next several decades. I would submit that the terms of
international trade are likely to shift in the future so that within a decade the U. S.
will not be importing ever more products from the Far East. Therefore the demand
for shipping services will not grow at historical rates.

5. Yet another assumption is that Humboldt Bay can compete with other ports on the
West Coast. North American Port Container Traffic for 2007 show that Long
Beach, Los Angeles, Oakland, Seattle, Vancouver, and Tacoma all carry



substantially more freight than the 322,000 TEUs the report says we can grow to.
Most freight flows through ports that are much, much larger than ours could ever
be, and economies of scale in port operation are considerable. We can never be
competitive, even with a rail line. On the West Coast only four are smaller than
322,000: Portland, Fraser River, San Diego, Port Hueneme. Two of those are
essentially Navy ports and all of them, even Port Hueneme, have much better rail
service than Humboldt Bay could ever offer.

6. Any respectable study of a future so fraught with uncertainties should include
scenarios that encompass a range of those possible futures. In addition to issues
noted, those uncertainties include the costs of opening the Canyon, keeping it
open, keeping the harbor open, construction costs, operating costs, and different
levels of freight service. This study simply assumed a single time series of freight
levels, and didn’t consider other possibilities for any of the other uncertainties.

7. Most important, your consultants failed to consider what possibilities the
expanded port would foreclose. The most important of those is the enormous
potential our bay has for aquaculture. The level of freight traffic proposed and the
number of ships it would require would almost surely render the bay too toxic and
too silty for its considerable aquaculture potential to be realized.

Having been critical of your process heretofore, I should brighten up and offer some
positive suggestions on harbor development.

Given that most fish stocks are declining and sadly show little prospect for recovery,
aquaculture offers excellent future profitability here. If we let it, this industry could grow
here and our products could replace the seafood demand that otherwise will be unmet.
But we can’t meet that demand if our harbor is toxic and silted.

Another is renewable energy, which PG&E and others are already investigating. One
possibility is wave energy, which is far from proven but which offers excellent potential.
Our coast and that of Oregon, according to the Electric Power Research Institute, is one
of the best in the country. Similarly, the wind energy potential offshore to the south of
Humboldt Bay is the best in the state (even better than Tehachapi, San Gorgonio and
Altamont), according to data from the California Energy Commission. Offshore wind is
similarly unproven, but if the technical difficulties can be resolved Humboldt and
Mendocino Counties could prosper with them. Of course, either of these will be

implemented within the Bay, but it could be the shore base for many megawatts of
electric power.

Thank you for your attention, and T would like to offer my support in the District’s
recovery from the embarrassing situation in which you find yourself now.

Sincerely,

John Schaefer, Ph. D.
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Jurisdiction; Northern California, Northern Nevada, Utah, Hawaii, and the Mid-Pacific Islands

RESOLUTION of the Operating Engineers Local Union #3

IN SUPPORT OF THE RETENTION OF GOLDMAN SACHS AS "FINANCIAL ADVISOR AGENT" BY THE
HUMBOLDT BAY HARBOR, RECREATION AND CONSERVATION DISTRICT TO SECURE "CONCESSIONAIRES"

AND FINANCIAL INVESTMENT FOR GREEN PORT AND RAIL INFRASTRUCTURE REVITALIZATION AND A
MODERN MARINE TERMINAL.

1.) WHEREAS, The loss of traditional resource-based industry including timber and fisheries, has left the
economy of Humboldt County in dire need of revitalization, as measured by declining household
income, a precipitous drop in schoo! enrollments, loss of healthcare professionals, shocking rates of
poverty for Humboldt County children, disappearance of well paying biue collar and non-government
white collar jobs, an eroding tax base and the exit of young families from the North Coast:

2.) WHEREAS, A modern, green port and a revitalized, green railroad could serve as the economic engine
for stimulating the economy of Humboldt County and the entire North Coast region, provided sufficient
capital can be found to finance the improved public infrastructure that would result in much needed
living wage jobs in Humboldt County; and '

3.) WHEREAS, The largest investment banking firm in the world, Goldman Sachs, has informed the
Humboldt Bay Harbor, Recreation and Conservation District and the general public that the firm believes
the Port of Humboldt and the North Coast Railroad Authority have great potential for development and
has proposed as exclusive engagement contract whereby the District, at no cost to itself, would engage
Goldman Sachs as its exclusive financial advisor in connection with the possible concession, long term
lease or other arrangement involving all or a portion of the district's Redwood Marine Terminal at
Samoa and certain other terminal facilities currently owned by the District together with the 316 miles

of connected rail line, rail yard and other facilities operated under a long-term arrangement by the
Northwestern Pacific Railroad; and

4.) WHEREAS, Goldman Sachs would function as advisor to the District in its consideration of financing
and refinancing alternatives in connection with the Marine Terminal and railroad as set fovrfc-h_ in the
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