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RETURN ON INVESTMENT ANALYSIS

The Port Everglades master planning and vision process utilized a project decision-matrix to
evaluate new and modified projects considered for inclusion in the 2014 Plan. As described in
Elements 4 and 6, the matrix included six factors including the return-on-investment (ROI)
analysis described in this appendix. The eight projects considered in the ROI analysis include:

§ Neo-Bulk Storage Yard.

§ Slip 1 & 3 Reconstruction.

§ Berth 33 Reconfiguration.

§ Tracor Basin Fill.

§ Cruise Terminal 29 Improvements.

§ Cruise Terminal 25 Improvements.

§ Southport Container Yard 9a, considered jointly with the Southport Turning Notch
Extension.

§ Southport Container Yard 9b.

Other projects developed as part of the Master Plan, such as the Southport Gate Lane Addition
on McIntosh Road, were included in the overall decision-matrix evaluation, but were omitted
from the ROI assessment as they did not generate a monetary revenue stream. The projects
are described in detail in Element 5.

Similarities with the Economic Benefit Analysis. To be consistent within the decision-matrix
evaluation framework, the ROI applied the same project assumptions used in the economic
benefit assessment -- was one of the metrics in the decision-matrix evaluation -- in terms of:

§ Construction cost, including any temporary loss of business anticipated due to
construction disruption.

§ Maintenance cost.

§ Construction duration and opening year.

§ Volume projections (number of passengers, tons of cargo) over time.

These assumptions vary from those applied in the Port’s 5-year capital improvement program
(CIP) (see Element 6) and affordability analysis (see Appendix K) as additional development
and programming work was undertaken once the projects were evaluated and selected to
advance through to the final plan. Thus, some costs and opening years will differ in this
Appendix relative to those reported in Element 6.

Differences with the Economic Benefit Analysis. Although many of the assumptions that
underpin the ROI analysis are the same as the economic benefit analysis, there are also some
important differences between the two analyses. The first difference is the two perspectives of
the respective analyses. The ROI analysis is from the Port’s own financial perspective—does
the revenue generated by the project cover the costs (capital, maintenance, and operating)
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incurred by the project? There can be very useful projects that do not yield a positive ROI;
improvements to the Southport Gate Lane Addition are an example. This project allows the
Port’s cargo movements to be more fluid and helps the Port’s customers, but there is no direct
financial return from the project. Thus, the financial ROI is one of many considerations in
selecting a candidate master plan project. By contrast, the economic benefit analysis considers
the transportation and economic impacts generated by the project from the region’s perspective.
A project can have a large potential regional economic impact, but yield a low financial return
relative to its cost to the Port.

Additional Assumptions to Support the ROI Analysis. Because the ROI differs from the
economic benefit analysis in perspective and content, additional revenue and cost information,
as well as operating assumptions were required to complete the analysis. These are detailed
below.

Revenues and Costs per Passenger and Unit of Cargo. The operating revenue the
Port earns on a unit basis associated with a candidate investment as well as the unit cost of its
operation, were derived from the Port’s existing operating experience in consultation with Port
staff. The last historical point at the time of the analysis was 2013; these values were adjusted
to 2014 dollars to be consistent with each project’s capital costs. Cruise revenues were adjusted
by 3 percent; cargo revenues were adjusted by 2 percent.  Operating costs were assumed to be
a percentage of operating revenues; again, based on the Port’s historical experience. Operating
costs for cargo were assumed to be 60 percent of operating revenues; operating costs for the
cruise business line were assumed to be 57 percent of operating revenues. Table K-1
summarizes these factors.

Table K-1
REVENUES AND COSTS PER UNIT MOVED*

$2014
Unit Revenue / Unit Cost / Unit

Cruise Passenger $17.61 $10.04

TEU $35.18 $21.08

Revenue/Ton Petroleum $1.83 $1.10

Revenue/Ton Neo-Bulk $13.27 $7.96

Revenue/Ton Dry Bulk $2.18 $1.31

*The cost per unit is assumed to be 60 percent of operating revenues for cargo and 57 percent
for cruise. Revenues exclude any capital recovery fees.

Discount Rates. The revenues generated and costs incurred from the candidate project
will occur annually over several decades. To convert that stream of revenues and costs into
today’s valuation, this stream is discounted back to a net present value. This is because a dollar
earned today or spent today is worth more than a dollar in the future. Today’s dollar can be
invested and used to generate additional benefits between now and the future date; the
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discount rate thus captures the impact of waiting. For the ROI analysis, two discount rates were
used: 4 percent and a higher 6 percent rate. The 4 percent rate aligns with the discount rate
applied in the economic benefit analysis and these results are the ones reported in the decision-
matrix evaluation results shown in the graphics presented in Element 5.

Operating and Scenario Assumptions. The assumptions concerning the operation and other
factors unique to a project’s implementation will influence the resulting ROI. The following
provides a brief summary of these assumptions for each project.

Neo-Bulk Storage Yard. The analysis assumes the bulk commodity is steel.
Maintenance costs are assumed to be 0.005 of the capital cost beginning in year 11.This
investment cost purchases a long-lived asset whose useful life extends beyond the analysis
period. An estimate of the remaining revenue that would accrue to the Port is estimated as the
present value of a perpetuity to capture the value of the asset that is not consumed during the
analysis period.

Slips 1 and 3 Reconstruction. This ROI analysis pivots off the economic benefit
analysis. In aggregate, the economic benefit analysis estimates that over 30 years (2019 -
2048), the total existing throughput plus growth equals 585 million tons; over this time period
this was discounted at 329 million tons. This value is adjusted in two ways: 1) the full total is
applied over time as the working assumption is that the business would eventually leave Port
Everglades if the slips were not recapitalized, and 2) the period of analysis is lengthened
relative to the economic analysis. This investment cost purchases a long-lived asset whose
useful life extends beyond the analysis period. The remaining revenue that would accrue to the
Port is estimated as the present value of a perpetuity to capture the value of the asset that is not
consumed during the analysis period. Capital costs have been adjusted for capital expenditures
that would have to be incurred even if the project were not built. These include bulkhead costs
of $21.3 million in Phase 1, bulkhead costs of $23.1 million in Phase 2, and bulkhead costs of
$28.6 million in Phase 3. Maintenance expenses are assumed to be 0.5 percent for years 1 to
20 and 1 percent for years 20 to30 of capital costs.

Berth 33 Reconfiguration. Capital costs are adjusted for expenditures that would have
to be undertaken even if the project were not constructed. The unadjusted cost is $56.4 million.
Maintenance expenses are assumed to be 0.5 percent for years 1 to 20 and 1 percent for years
20 to 30 of capital costs. An additional cost is added during the construction period to account
for extra costs needed to maintain operations. The avoided maintenance cost of demolished
structures is also factored in for a few years to capture the operational savings of bringing the
berth into a state of good repair.

Tracor Basin Fill. The capital cost is adjusted for expenditures that would have to be
undertaken even if the project were not constructed. Maintenance expenses are assumed to be
0.5 percent for years 1 to 20 and 1 percent for years 20 to 30 of capital costs. Costs for the tug
relocation and additional costs for operational disruptions during construction are also factored
in. An important factor in the analysis, the Tracor Basin Fill project supports many other
operational changes at the Port which also yield a financial return to the Port. Those separate
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projects are not considered here because there was no clear way to isolate the contribution of
the Tracor Basin project to those other projects.

Cruise Terminal 29 Improvements. Cruise Terminal 29 has been the least-desirable
cruise terminal at the Port and the working assumptions is that, without improvements, existing
business would be lost. With the improvements, this business can be accommodated and
additional capacity can also be gained. The analysis considers passengers gained and retained.
No growth in passengers is assumed beyond 2033.

Cruise Terminal 25 Improvements. The analysis assumes revenues are driven by two
factors. The first is a baseline growth in passengers due to the investment. The second factor is
that there is a net gain in existing volumes because a larger ship would be able to use the
terminal after the improvements were made. The model for the later factor is a presumed swap
of a ship such as the Anthem of the Seas (4,180 passenger capacity) for the Liberty of the Seas
(3,634 passenger capacity).

Southport Turning Notch Extension and Container Yard 9a. The present analytical
results differ from past assessments because the overall cost is higher and the volume
projections are lower. Capital costs have been adjusted for grants received. This is an
investment with a long life that extends beyond the analysis period. As a result, a residual value
is estimated to account for the portion of the asset that is not consumed and is available to
serve the Port and its customers in subsequent years.

Container Yard 9b. Projections assume that 19.9 acres are available for use at 3,300
TEUs per acre. This is an investment with a long life that extends beyond the analysis period.

The following pages provide the detailed ROI spreadsheets. Because of their size, each
spreadsheet is divided into several pages for readability.
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Neobulk Storage Yard (page 1)
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Neobulk Storage Yard (continued page 2)
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Neobulk Storage Yard (continued page 3)
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Slips 1 and 3 Reconstruction (page 1)
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Slips 1 and 3 Reconstruction (continued page 2)
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Slips 1 and 3 Reconstruction (continued page 3)
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Slips 1 and 3 Reconstruction (continued page 4)
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Berth 33 Reconfiguration (page 1)
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Berth 33 Reconfiguration (continued page 2)
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Berth 33 Reconfiguration (continued page 3)
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Berth Tracor Basin Fill (page 1)
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Tracor Basin Fill (continued page 2)
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Tracor Basin Fill (continued page 3)
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Cruise Terminal 25 Improvements (page 1)
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Cruise Terminal 25 Improvements (continued page 2)
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Cruise Terminal 25 Improvements (continued page 3)
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Cruise Terminal 29 Improvements (page 1)
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Cruise Terminal 29 Improvements (continued page 2)
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Cruise Terminal 29 Improvements (continuted page 3)
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Turning Notch Extension and Container Yard 9a (page 1)
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Turning Notch Extension and Container Yard 9a (continued page 2)
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Turning Notch Extension and Container Yard 9a (continued page 3)
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Container Yard 9b (page 1)
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Container Yard 9b (continued page 2)
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Container Yard 9b (continued page 3)


